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DIVISION OF ENFORCEMENT"’S
MOTION FOR PARTIAL SUMMARY
DISPOSITION AS TO RESPONDENTS
DAVID S. HALL P.C. D/B/A THE HALL
GROUP CPAS AND DAVID S. HALL, CPA
AND BRIEF IN SUPPORT

Pursuant to Rule 250 of the Commission’s Rules of Practice (“Rules of Practice™), the

Division of Enforcement (“Division”) of the United States Securities and Exchange Commission

(“Commission”) moves for partial summary disposition of this action as to Respondents David S.

Hall, P.C. d/b/a The Hall Group CPAs (“THG”) and David S. Hall, CPA, because there exists no

genuine issue with regard to any material fact and the Division is entitled to partial summary

disposition as a matter of law. 17 C.F.R. § 201.250(b).

I

INTRODUCTION

The key questions for this motion are:

(1) whether THG and Hall lacked independence when providing audit services for

certain clients;

(2) whether THG and Hall conducted audits and reviews in accordance with

PCAOB standards; and

'.“')



(3) whether Hall, as CFO of DynaResource, allowed the company’s interim
financial statements to be reviewed by an accountant that lacked
independence.

Because the answers are “Yes,” THG willfully violated, and Hall willfully aided and
abetted THG’s violation of, Section 2-02(b)(1) of Regulation S-X; THG and Hall caused their
clients’ violations of Section 13(a) of the Exchange Act and Rules 13a-1 a’nd 13a-13 thereunder;
and Hall violated Rule 13a-14 of the Exchange Act and caused DynaResource’s violation of
Section 13(a) and Rule 13a-13. Based on these violations, THG and Hall should be ordered to
cease and desist from these violations, assessed civil penalties, and permanently barred from
appearing or practicing before the Commission for their improper professional conduct and for
willfully violating, or willfully aiding and abetting violations of, the federal securities laws.

IL
PROCEDURAL BACKGROUND

This proceeding was instituted on April 26, 2016, pursuant to Sections 4C and 21C of the
Exchange Act and Rule of Practice 102(e). The Respondents were properly served with the OIP.
Respondent Michelle Helterbran Cochran filed her response on or about May 24, 2016.
Respondent Cisneros filed her response on May 31, 2016. Respondents THG and Hall filed a joint
response on June 16, 2016. The Division provided its entire non-privileged investigative file to the
Respondents for inspection. The Court granted the Division’s request to file the instant motion for
summary disposition in its May 25, 2016 Order Following Prehearing Conference.

IIL.
ADMITTED AND UNDISPUTABLE FACTS

David S. Hall is a CPA licensed in Texas. Hall Respondents’ Answer to the Order

Instituting Public Administrative and Cease and Desist Proceeding (“Hall Response”), at § 2.
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Hall owns 100% of David S. Hall, P.C., a Texas corporation which was licensed to practice public
accountancy in Texas as The Hall Groups CPAs from April 5, 2006, through May 31, 2014. Id., at
99 1-2. From April 2006 until February 2012, Hall was the firm’s sole partner. Id., at §21.

Because he was the firm’s sole partner, Hall provided audit services for multiple clients
for extended periods. For example, Hall served as the lead auditor for Surface Coatings, Inc.
from 2006 through 2010. See Declaration of David Whipple (“Whipple Dec.”), attached hereto
as Exhibit A, at | 19-22 and Exhibits 18-21. He served as the lead auditor for Latitude 360 f/k/a
Kingdom Koncrete, Inc. (“Latitude 360”) from 2005 to 2010. Whipple Dec., at 1§ 7-11 and
Exhibits 6-10. Finally, he served as lead partner for 360 Global Investments, Inc. f/k/a 360
Global Wine, Inc. (“360 Global”) from 2005 to 2009. Whipple Dec., at 9 2-6 and Exhibits 1-5.

In February 2012, Hall made Michelle Helterbran Cochran a partner of the firm
specifically to address partner rotation issues. Hall Response, at §21; Whipple Dec., at § 24 and
Exhibit 23. On November 20, 2012, in response to a December 5, 2011 PCAOB final inspection
report, Hall acknowledged in section 3 of his response, titled “Independence,” that he had served
as the lead engagement partner for an issuer “for five consecutive balance sheets and for the first
quarter of the sixth year.” Whipple Dec., at § 24 and Exhibit 23. He later said that “the firm has
added another partner [Helterbran] in order to address partner rotation after the fifth year and has
developed a log ... to ensure that appropriate partner rotation occurs.” /d.

After Helterbran was named partner, she began serving as lead partner for Surface
Coatings, Latitude 360, and 360 Global. Helterbran stayed with THG until July 2013. Hall
Response, at §22. After Helterbran left, and until December 2013 when he sold the firm, Hall

was again the firm’s sole partner. /d. Accordingly, he once again began serving as lead partner
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for all audits and reviews THG conducted after July 2013, including reviews for Surface
Coatings, Latitude 360, and 360 Global. Hall Response, at Y 19, 22, and 25.
THG Fails to Properly Perform EQRs for Multiple Engagements

The PCAOB inspected THG in 2013. Whipple Dec., at § 25 and Exhibit 24. In July of
2013, the PCAOB issued an Inspection Comment to the Hall Group, noting that the firm had not
complied with engagement quality review (“EQR”) requirements in recent engagements. /d.
Hall responded to the comment in a handwritten statement, stating “[w]e agree with the issue
noted above and are in process for negotiating an agreement with an outside CPA firm (PCAOB
registered) and will not issue any more reports until this is in place and have that firm perform
the appropriate review process.” Id. He also noted that the firm had recently conducted training
on EQRs. Id.

Despite these assurances, Hall admits that between July 2013 and December 2013, the
firm “did not have the staffing to perform EQRs on approximately 10 review engagements
performed during that time frame.” Hall Response, at § 19. This admission is further supported
by the firm’s documentation, which shows that Hall failed to obtain an EQR, or acted as both
engagement and EQR partner, for multiple audits and reviews during this time. Whipple Dec., at
9912, 14, 17-18, 23 and Exhibits 11, 13, 16-17, 22. Indeed, the work papers for THG’s audit
relating to the Seven Arts Form 10-K for the fiscal year ended June 30, 2013, included a
handwritten page entitled “Seven Arts Supervision / Review / Approval 6-30-13,” stating “The
Hall Group did not have access to an Engagement Quality reviewer for this audit. Therefore Mr.
Hall acted as Eng[agement] Quality Reviewer.” Whipple Dec., at § 17 and Exhibit 16. A few
months later, Hall again acted as both the engagement partner and engagement quality reviewer

for THG’s review of Seven Arts’ interim financial statements for the period ended September 30,
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2013. The work papers for this review included a handwritten note that says “The Hall Group
did not have access to a Partner Level Engagement Reviewer. We stand by our work.” Whipple
Dec., at 9 18 and Exhibit 17.

Hall Sells THG’s Assets and Joins DynaResource

In or around December 2013, Hall sold certain assets of THG to Thakkar CPA. Hall
Response, at 1, 19. As part of this transaction, Thakkar CPA issued a two-year promissory note
to THG with a face value of $313,516. Id. Hall assisted Thakkar CPA in retaining THG’s audit
clients, including DynaResource, who engaged Thakkar CPA. Hall Response, at §27. On April
15, 2014, DynaResource named Hall as its CFO. Id. As CFO, Hall was Thakkar CPA’s primary
contact on review issues. /d.

As DynaResource’s auditor, Thakkar CPA reviewed DynaResource’s interim financial
statements included in the company’s Forms 10-Q for the first three quarters of 2014. Hall
Response, at § 2, 28. In each of these filings, Hall signed the certifications required of a principal
financial officer under Rule 13a-14. Id. Thakkar CPA continued to serve as DynaResource’s
auditor until it resigned on March 5, 2015. Hall Response, at § 2, 28.

IV.
ARGUMENT AND AUTHORITY

A. Standard for Summary Disposition
Rule of Practice 250(a) permits a party, with leave of the hearing officer, to move for
summary disposition of any or all of the OIP’s allegations. 17 C.F.R. § 201.250(a). The
Administrative Law Judge may grant such a motion if there is no genuine issue of material fact
and the Division is entitled to summary disposition as a matter of law. 17 C.F.R. § 201.250(b).
Accord, In re Renert, Initial Decisions Rel. No. 254, 2004 § LEXIS 1579, at *3 (July 27, 2004);

In re Lorsin, Inc., Initial Decisions Rel. No. 250, 2004 § LEXIS 961, at *3 (May 11, 2004); In re
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Crowder, Initial Decisions Rel. No. 245, 2004 § LEXIS 205, at *4-5 (Jan. 30, 2004). As one

Administrative Law Judge explained:
By analogy to Rule 56 of the Federal Rules of Civil Procedure, a factual dispute between
the parties will not defeat a motion for summary disposition unless it is both genuine and
material. See Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986). Once the
moving party has carried its burden, ‘its opponent must do more than simply show that
there is some metaphysical doubt as to the material facts.” Matsushita Elec. Indus. Co. v.
Zenith Radio Corp., 475 U.S. 574, 586 (1986). The opposing party must set forth specific
facts showing a genuine issue for a hearing and may not rest upon the mere allegations or
denials of its pleadings. At the summary disposition stage, the hearing officer’s function is

not to weigh the evidence and determine the truth of the matter, but rather to determine
whether there is a genuine issue for resolution at a hearing,

See Anderson, 477 U.S. at 249; Edward Becker, Initial Decision Rel. No. 252, 2004 § LEXIS
1135, at *5 (June 3, 2004).

Summary disposition is particularly appropriate in a case such as this, where THG and Hall
admit many of the material facts and the plain language of their own documents establishes the
essential elements of the Division’s claims.

B. THG and Hall Lacked Independence as to at Least Three Clients

An accountant is not independent of an audit client if he performs the services of a lead
auditor for more than five consecutive years. 17 C.F.R § 210.2-01(c)(6)(1)(A)(1). Once a lead
partner reaches the five-year limit, they are not independent of an audit client if they perform the
services of a lead partner during the next five years. 17 C.F.R § 210.2-01(c)(6)(1)(B)(1). The
“lead partner” is the audit partner who has the primary responsibility for an audit or review.

17 C.F.R § 210.2-01(f)(7)(ii)}(A).

As he was the sole partner of THG from 2006 to February 2012, David Hall served as the
lead partner for Surface Coatings for the fiscal years ended 2006 through 2010; the lead partner
for Latitude 360 for the fiscal years ended 2005 to 2010; and the lead partner for 360 Global for

the fiscal years ended 2005 to 2009. Because he had served as lead partner for these clients for
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the five—year limit, Hall was prohibited from serving as lead partner again until 2015 for 360
Global and 2016 for Surface Coatings and Latitude 360. 17 C.F.R § 210.2-01(c)(6)()(B)(1).
But Hall acted as lead partner for the review engagements of these companies for the
periods ended June 30 and September 30, 2013. Hall Response, at § 19. Further, Hall admits
that he was THG’s sole partner from July 2013 until the firm’s assets were sold in or around
December 2013. Id. As the firm’s sole partner, he necessarily functioned as the lead partner at
the time the Forms 10-Q for the periods ended June 30 and September 30, 2013 were issued for
360 Global, Surface Coatings and Latitude 360. Because he acted as lead partner during the
prohibited five-year period, Hall was as a matter of law not independent of these clients.
17 C.F.R § 210.2-01(c)(6)(1)(B)(1).

C. THG and Hall Conducted Audits And Reviews That Were Not In Accordance With
PCAOB Standards

It is undisputed that THG and Hall conducted audits and reviews that did not comply
with PCAOB standards. Auditing Standard No. 7, Engagement Quality Review (“AS 7),
requires an auditor to obtain an engagement quality review (“EQR”) and concurring approval to
issue the engagement report for each audit and interim review engagement.' AS 7,9 1.
Additionally, AS 7 states that “[a]n engagement quality reviewer from the firm that issues the
engagement report (or communicates an engagement conclusion, if no report is issued) must be a
partner or another individual in an equivalent position.” AS 7,9 3. Among other things, an
engagement quality reviewer must be competent, i.e., must possess the level of knowledge and
competence related to accounting, auditing and financial reporting required to serve as the
engagement partner on the engagement under review. AS 7,4 5. Additionally, an engagement

quality reviewer must maintain objectivity and perform the engagement quality review with

! AS 7 is effective for audits and interim reviews for fiscal years beginning on or after December 15, 2009.
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iptegrity. AS 7,9 6. To maintain objectivity, the engagement quality reviewer should not make
decisions on behalf of the engagement team or assume any of the responsibilities of the
engagement team. AS 7,9 7. It is therefore axiomatic that the engagement partner cannot also
act as the EQR partner on an audit or review.

Hall was well aware of, yet repeatedly failed to follow, these requirements. The PCAOB
inspected THG in 2013 and issued a comment that an improper engagement quality reviewer had
performed EQRs during the reviewed period. Whipple Dec., at § 25 and Exhibit 24. In a
response to the PCAOB, Hall confirmed in writing that THG “w[ould] not issue any more
reports” (emphasis added) until it completed arrangements with an outside firm to perform the
EQRs. Id. Contrary to Hall’s representation, he knowingly disregarded the PCAOB standards
and failed to obtain an EQR for any of the firm’s review and audit engagements for fiscal periods
ended June 30 and September 30, 2013—engagements conducted after his written representation
to the PCAOB. Hall Response, at §19. On the 2013 audit for Seven Arts, Hall added a memo to
the audit file stating, in part, “The Hall Group did not have access to an Engagement Quality
Reviewer for this audit. Therefore, Mr. Hall acted as Eng[agement] Quality Reviewer.” Whipple
Dec., at § 17 and Exhibit 16. In the first quarter fiscal year 2014 review for this same client, Hall
did not sign off as the EQR partner but added a memo to the file reiterating that “The Hall Group
did not have access to an Engagement Quality Reviewer” and concluded by stating “[w]e stand
by our work.” Whipple Dec., at § 18 and Exhibit 17. And on the 2012 audit for Medient Studios,
Hall signed the work papers as both the engagement partner and the EQR partner. Whipple Dec.,

at J 14 and Exhibit 13.
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Because THG and Hall failed to obtain proper EQRs for multiple audits and reviews in
2013, THG and Hall as a matter of law conducted audits and reviews that were not in accordance
with PCAOB standards.

D. While CFO of DynaResource, Hall Allowed Its Interim Financial Statements to Be
Reviewed by an Accountant That Lacked Independence

Rules 2-01(c)(1) and 2-01(c)(3) of Regulation S-X state, in part, that an accountant is not
ind.ependent when the accounting firm has any loan to or from or certain business relationships
with an audit client’s officers. 17 C.F.R. § 210.2-01(c)(1)(ii)(A), (c)(3). Because of the
promissory note between Thakkar CPA and Hall, Thakkar CPA was not independent of
DynaResource as a matter of law after Hall became DynaResource’s CFO on April 15, 2014, a
fact which Hall admits. Hall Response, at § 19. Despite their lack of independence, Hall not
only helped Thakkar CPA obtain DynaResource as an audit client, but he also permitted Thakkar
CPA to review the company’s interim financial statements for the first three quarters of 2014.
Hall Response, at Y 27-28.

E. THG Willfully Violated, and Hall Willfully Aided and Abetted and Caused THG’s
Violations of, Rule 2-02(b)(1) of Regulation S-X

Rule 2-02(b)(1) of Regulation S-X requires an accountant's report to state “whether the
audit was made in accordance with generally accepted auditing standards.” 17 C.F.R. § 210.2-
02(b)(1). Thus, an auditor violates Rule 2-02(b)(1) if it issues a report stating it has conducted its
audit in accordance with PCAOB standards when it has not.

THG issued, and Hall approved the issuance of, accountants’ reports for Medient Studios,
Inc. for the fiscal year ended December 31, 2012, and Seven Arts Entertainment, Inc. for the

fiscal year ended June 30, 2013. Whipple Dec., at §{ 13, 15 and Exhibits 12, 14. These reports

2 «References in Commission rules and staff guidance and in the federal securities laws to GAAS or to specific
standards under GAAS, as they relate to issuers, should be understood to mean the standards of the PCAOB plus any
applicable rules of the Commission.” See SEC Release No. 34-49708 (May 14, 2004).
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state that THG conducted its audits in accordance with PCAOB standards. These statements
were false. As shown above, Hall knew that he needed to obtain an EQR for these two audits; he
had recently confirmed in writing to the PCAOB that he would comply with AS 7, but admits he
failed to do so; and he knowingly acted as both the engagement partner and the engagement
quality reviewer for these two audits. Therefore, these audits were not conducted in accordance
with PCAOB standards. As a result, THG willfully violated, and Hall willfully aided and abetted
and caused THG’s violations of, Rule 2-02(b)(1).

F. THG and Hall Caused Issuers to Violate Section 13(a) of the Exchange Act and
Rules 13a-1 and 13a-13 Thereunder

Section 13(a) of the Exchange Act and Rulés 13a-1 and 13a-13 thereunder require issuers
to file annual and quarterly reports with the Commission. 17 C.F.R §§ 240.13a-1, 13a-13. Form
10-K is the standard form for annual reports, while Form 10-Q is the standard form for quarterly
reports. See 17 C.F.R § 249.310 (10-K), 249.308(a) (10-Q). Both forms require that the
financial statements included therein comply with Regulation S-X. See Item 8, Form 10-K; Item
1, Form 10-Q.

For annual reports, Regulation S-X requires that an accountant’s report (defined in 17
C.F.R. § 210.1-02(a) as a document in which an independent public or certified accountant sets
forth certain information) state whether the audit was made in accordance with PCAOB
standards. 17 C.F.R. § 210.2-02(b)(1). For quarterly reports, Regulation S-X requires that the
interim financial statements included in the report be reviewed by an independent public
accountant in accordance with PCAOB standards. 17 C.F.R. § 210.10-01(d). Accordingly, if an
audit or review is not conducted by an independent auditor or is not conducted in accordance
with PCAOB standards, the Form 10-K or Form 10-Q does not comply with Regulation S-X and

violates Section 13(a) and Rules 13a-1 and 13a-13 thereunder.
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As shown above, Hall’s violations of the Commission’s partner rotation requirements
caused THG to not be independent for at least three of its review clients for the periods ended
June 30 and September 30, 2013. Additionally, Hall admits that THG failed to obtain EQRs for
at least 10 review engagements between July and December 2013, which means that each of
these reviews were not conducted in accordance with PCAOB standards. Further, the audit work
papers show that Hall failed to obtain a proper EQR for at least two audits: Medient Studios for
the fiscal year ended December 31, 2012, and Seven Arts Entertainment for the fiscal year ended
June 30, 2013. As a result, these audits also were not conducted in accordance with PCAOB
standards.

THG issued these accountant’s reports and falsely stated that it conducted its audits in
accordance with PCAOB standards. Accordingly, issuers were not compliant with Section 13(a)
and Rule 13a-1 thereunder when they incorporated THG’s false accountant’s reports into their
Forms 10-K. Similarly, THG failed to conduct its reviews of interim financial statements in
accordance with PCAOB standards. These issuers were not compliant with Rule 13a-13 when
they included in the Forms 10-Q interim financial statements that THG failed to review in
accordance with PCAOB standards. As a result, THG and Hall caused issuers to violate Section
13(a) of the Exchange Act and Rules 13a-1 and 13a-13 thereunder.

G. Hall Caused DynaResource to Violate Section 13(a) of the Exchange Act and Rule
13a-13 Thereunder and Directly Violated Rule 13a-14 of the Exchange Act.

As shown in Section I11.D above, because Hall, as DynaResource’s CFO, had a
promissory note with Thakkar CPA, the firm was as a matter of law not independent from
DynaResource. See 17 C.F.R. § 210.2-01(c)(1)(i1)(A), (c)(3). Regulation S-X requires that all
interim financial statements “must be reviewed by an independent public accountant using

professional standards and procedures for conducting such reviews.” 17 C.F.R. § 210.10-01(d)
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(emphasis added). DynaResource retained Thakkar CPA to perform these required reviews for
the first three quarters of 2014. But, because Thakkar CPA was not independent, DynaResource
did not comply with the requirement that the review be conducted by an independent accountant.
As discussed in Section IILF above, if a quarterly filing does not comply with Section 10-01,
then it is not a proper filing under Form 10-Q and thus is a violation of Section 13(a) and Rule
13a-13 as to that quarter. Accordingly, DynaResource violated Section 13(a) of the Exchange
Act and Rule 13a-13 thereunder for the periods ended March 31, June 30, and September 30,
2014. And Hall caused this violation. He not only assisted Thakkar CPA in obtaining the work
as DynaResource’s auditors, but he also was the primary contact on the review-related issues for
the relevant periods. Hall Response, at Vﬁl 27.

Hall’s use of Thakkar CPA for the 2014 reviews not only resulted in his causing
DynaResource to violate Section 13(a) and Rule 13a-1, it also resulted in his violation of Rule
13a-14 of the Exchange Act. Rule 13a-14 requires each report filed on Form 10-Q and 10-K
under Section 13(a) to include certifications signed by each principal executive and principal
financial officer of the issuer, or persons performing similar functions. Paragraph 2 of the
certification requires certifying officers to confirm that, based on their knowledge, the “report
does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by [the] report.” Item 601(b)(31) of
Regulation S-K, 17 C.F.R. § 229.601(b)(31). Hall signed these certifications as DynaResource’s
CFO for each of DynaResource’s 2014 Forms 10-Q. Hall Response, at 9 28.

Because Thakkar CPA was not independent of DynaResource when it conducted the

interim reviews in 2014, Thakkar CPA did not conduct the reviews in accordance with PCAOB
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standards. By failing to disclose that the interim financial statements were not reviewed by an
independent auditor in accordance with PCAOB standards, the Forms 10-Q contained a material
omission “necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading . . . .” Hall’s certifications for each of
DynaResource’s 2014 Forms 10-Q were therefore false. And Hall knew they were false: he
knew that the interim financial statements had to be reviewed by an independent auditor; he
knew that Thakkar CPA was performing the reviews; he knew that he was an officer of
DynaResource; and he knew that he had a promissory note with Thakkar CPA. As a result, Hall
willfully violated Rule 13a-14 of the Exchange Act by signing false certifications.
H. Cease-and-Desist Sanctions are Appropriate

The Commission may impose a cease-and-desist order pursuant to Section 21C(a) of the
Exchange Act if it finds that any person is violating, has violated, or is about to violate any rule
or regulation. 15 U.S.C. § 78u-3(a). Whether there is some reasonable likelihood of such
violations in the future must be considered. See KPMG Peat Marwick LLP, Admin. Pro. No. 3-
9500, 2001 WL 47245 *1 (S.E.C.) (January 19, 2001).> When considering whether to issue a
cease-and-desist order, the Commission considers “the egregiousness of the defendant’s actions,
the isolated or recurrent nature of the infraction, the degree of scienter involved, the sincerity of
the defendant’s assurances against future violations, the defendant’s recognition of the wrongful
nature of his conduct, and the likelihood that his occupation will present opportunities for future
violations,” collectively referred to as the “Steadman factors.” Steadman v. SEC, 603 F. 2d

1126, 1140 (5th Cir. 1979), aff’d. on other grounds, 450 U.S. 91 (1981); KPMG Peat Marwick,

3KPMG, 2001 SEC LEXIS 98 , (“though ‘some’ risk is necessary, it need not be very great to warrant issuing a
cease-and-desist order. Absent evidence to the contrary, a finding of violation raises a sufficient risk of future
violation.”).
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74 SEC Docket 357 (2001), aff’d sub nom. KPMG, LLP v. SEC, 289 F.3d 109 (D.C. Cir. 2002)
(applying Steadman factors to cease-and-desist proceedings).

All of the Steadman factors weigh in favor of ordering THG and Hall to cease and desist
from violating, or causing violations of, Rule 2-02(b)(1) of Regulation S-X and Section 13(a) of
the Exchange Act and Rules 13a-1 and 13a-13 thereunder and ordering Hall to cease and desist
from violating, or causing violations of , Rule 13a-14 of the Exchange Act. THG and Hall’s
actions were clearly egregious and recurrent: they knowingly and repeatedly conducted audits
and reviews that failed to comply with PCAOB standards which they knew would be included in
the issuers’ Commission filings. The indisputable facts here do not reflect a one-time lapse in
memory or an isolated, inadvertent oversight, but rather a pattern of repeated and intentional
violations of the law for which they profited.

Additionally, THG and Hall acted with a high degree of scienter, having been notified by
the PCAOB that they were violating PCAOB standards. Given Hall’s repeated notifications of
misconduct, and his continual failure to obtain required EQRs despite his written—yet hollow—
assurances that he would not continue to violate these provisions, THG’s and Hall’s actions
present a high likelihood for the continual flouting of the securities laws and rules governing
public accountancy. Indeed, Hall is still a licensed CPA, and continues to threaten the integrity
of the Commission’s forum and process. And while THG is not currently registered with the
PCAOB, it remains a legal entity that could be used by Hall or sold to others to again enter the
public accounting business. Furthermore, THG and Hall have offered no assurances against
future violations, expressed no remorse, accepted no responsibility for their actions, or even

recognized the wrongful nature of their conduct.
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For all of these reasons, and because there are no material facts in dispute, the Court
should order THG and Hall to cease and desist from violating, or causing violations of, Rule 2-
02(b)(1) of Regulation S-X and Section 13(a) of the Exchange Act and Rules 13a-1 and 13a-13
thereunder and order Hall to cease and desist from violating, or causing violations of , Rule 13a-
14 of the Exchange Act.

I. THG and Hall should be penalized

Section 21B(a)(2) of the Exchange Act authorizes the Commission to impose civil money
penalties in any proceeding, such as this one, instituted under Section 21C of the Exchange Act
where the Commission finds that a person is has violated, or caused the violation of, any provision
of the Exchange Act or the rules and regulations issued thereunder.

In considering whether a penalty is in the public interest, the Commission may consider six
factors: (1) fraud; (2) harm to others; (3) unjust enrichment; (4) previous violations; (5) deterrence;
and (6) such other matters as justice may require. See Sections 21B(c) of the Exchange Act, New
Allied Dev. Corp., Exchange Act Release No. 37990 (Nov. 26, 1996), 52 S.E.C. 1119, 1130 n.33;
First Sec. Transfer Sys., Inc., 52 S.E.C. 392, 395-96 (1995); see also Jay Houston Meadows,
Exchange Act Release No. 37156 (May 1, 1996), 52 S.E.C. at 787-88, aff'd, 119 F.3d 1219 (5th
Cir. 1997); Consol. Inv. Servs., Inc., 52 S.E.C. 582, 590-91 (1996).

Penalties against THG and Hall are appropriate and should be imposed due to the brazen
and repeated nature of THG and Hall’s misconduct. THG and Hall were entrusted by issuers and
users of financial information—including investors—to act as important gatekeepers and
safeguards to ensure the integrity and accuracy of information filed with the Commission. THG
and Hall, rather than identifying and preventing violations of the federal securities laws,

substantially assisted and perpetuated violations. Indeed, the undisputable evidence shows that

Re: In the Matter of David S. Hall, P.C. d/b/a The Hall Group Page 15
Division of Enforcement’s Motion for Partial Summary Disposition



THG and Hall knew that they needed to comply with the partner rotation and EQR requirements,
but they deliberately failed to do so. Significant penalties are warranted here to both penalize THG
and Hall for their actions, but also to deter them from future bad acts.

The federal securities laws establish a three-tiered system of civil penalties, setting three
levels of maximum monetary penalties, depending upon the gravity of the violation. The Division
requests that Respondents be ordered to pay second-tier penalties, without specifying dollar
amounts or units of violation. A second-tier penalty is appropriate because THG and Hall’s
violative acts involved the deliberate or reckless disregard of a regulatory requirement. See Section
21B(b)(2) of the Exchange Act. Under this provision, for each violative act or omission, the
maximum second-tier penalty the Court may order is $80,000 for Hall and $400,000 for THG. See
15 U.S.C. 78u-2(b)(2); 17 C.F.R. § 201.1005 (Adjustment of civil money penalties). The Division
does not recommend a specific penalty amount. Rather, the Division asks the Court to use its
discretion to impose civil penalties in appropriate amounts against THG and Hall.

J. THG and Hall Should Be Barred from Appearing or Practicing Before the
Commission

Rule of Practice 102(e) is the primary tool available to the Commission to preserve the
integrity of its processes and ensure the competence of the professionals who appear and practice
before it. In the Matter of Michael C. Pattison, CPA, 2012 SEC LEXIS 2973, 15-16 (SEC 2012)
(citing Marrie v. SEC, 374 F.3d 1196, 1200 (D.C. Cir. 2004) (stating that Rule 102(e) “is
directed at protecting the integrity of the Commission's processes, as well as the confidence of
the investing public in the integrity of the financial reporting process™). Section 4C(a)(2) and (3)
and Rule 102(e)(1)(ii) and (iii) both provide that the Commission may “censure any person, or
deny, temporarily or permanently,” the privilege of appearing or practicing before the

Commission in any way if that person is found to have engaged in “improper professional
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conduct” or “to have willfully violated, or willfully aided and abetted the violation of, any
provision of the securities laws or the rules and regulations issued thereunder.”
1. THG and Hall Engaged in Improper Professional Conduct
Rule 102(e) and Section 4C define improper professional conduct as: “[a] single instance

of highly unreasonable conduct that results in a violation of applicable professional standards in
circumstances in which the registered public accounting firm or associated person knows, or
should know, that heightened scrutiny is warranted; [or] [r]epeated instances of unreasonable
conduct, each resulting in a violation of applicable professional standards, that indicate a lack of
competence to practice before the Commission.” Exchange Act § 4C(b)(2); Rule 102(e)(1)(@iv).
“The term ‘repeated’ may encompass as few as two separate instances of unreasonable conduct
occurring within one audit.” Rule 102(e) Release, 57,169, quoted approvingly in Kevin Hall,
CPA and Rosemary Meyer, CPA, Rel. No. 61162, AAER No. 3080 (December 14, 2009).
“Because of the importance of an accountant’s independence to the integrity of the financial
reporting system, the Commission has concluded that circumstances that raise questions about an
accountant’s independence always merit heightened scrutiny.” Amendment to Rule 102(e) of the
Commission’s Rules of Practice, 63 Fed. Reg. 57,164 - 67 (Oct. 26, 1998). The Commission has
defined the “highly unreasonable” standard as:

an intermediate standard, higher than ordinary negligence but

lower than the traditional definition of recklessness used in cases

brought under Section 10(b) of the Exchange Act and Rule 10b-5

of the Exchange Act. The highly unreasonable standard is an

objective standard. The conduct at issue is measured by the degree

of the departure from professional standards and not the intent of
the accountant.

4 According to Rule of Practice 102(f), “practicing before the Commission” includes, but is not be limited to,
“[t]ransacting any business with the Commission,” and “[t]he preparation of any statement, opinion or other paper
by any attorney, accountant, engineer or other professional or expert, filed with the Commission in any registration
statement, notification, application, report or other document with the consent of such attorney, accountant, engineer
or other professional or expert.” 17 C.F.R. § 201.102(f).
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Id. at 57,167; see also In the Matter of Ernst & Young LLP, Admin. Proc. File No. 3- 10933,
SEC Initial Decision Release No. 249, at 60 (Apr. 16, 2004). Unlike the “highly unreasonable”

(3133

standard, when considering “‘[r]epeated instances of unreasonable conduct’...[t]he term
‘unreasonable’...connotes an ordinary or simple negligence standard.” Id.at 57,164, 57,169.

As noted above, THG and Hall failed to conduct numerous audit and review engagements
in accordance with PCAOB standards. THG and Hall’s intentional disregard for complying with
PCAOB standards is most clearly evidenced by Hall knowingly representing to the PCAOB that
he would comply with the PCAOB’s engagement quality review requirements and then, only
days later, failing to obtain an engagement quality review by a qualified reviewer for any of the
firm’s review and audit engagements for fiscal periods ended June 30 and September 30 as
required under AS 7. Hall Response, at § 19. This continual misconduct qualifies as repeated
instances of at least negligent conduct. Additionally, Hall’s actions constitute multiple instances
of highly unreasonable conduct when he impaired the firm’s independence by serving as the lead
engagement partner for the second and third quarter 2013 reviews for Surface Coatings, Latitude

360, and 360 Global.

2. THG and Hall Willfully Violated the Federal Securities Laws

Rule 102(e)(1)(iii) and Section 4C(a)(3) also authorize the Commission to censure or
temporarily or permanently bar accountants who willfully violate, or willfully aid and abet a
violation of, any provision of the federal securities laws. “Willfully” means intentionally
committing the act that constitutes the violation. There is no requirement that the actor also be
aware the he is violating a rule or statute. See Wonsover v. SEC, 205 F.3d 408, 414-15 (D.C. Cir.

2000); Tager v. SEC, 344 F.2d 5, 8 (2d Cir. 1965). As shown above, THG willfully violated, and
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Hall willfully aided and abetted The Hall Group's violations of, Rule 2-02(b)(1) of Regulation
S-X.
3. A Permanent Bar is Appropriate

THG and Hall’s highly unreasonable conduct, repeated instances of unreasonable
conduct, and willful violations, or aiding and abetting violations of;, the federal securities laws,
demonstrate that they are incompetent and undeserving to practice before the Commission. See
U.S. v. Arthur Young & Co., 465 U.S. 805, 817-18 (1984) (accountant who disregards
professional obligations lacks competence to discharge “’public watchdog’ function®”
demanding “total independence from the client at all times™). Notwithstanding his unsuitability
to practice before the Commission, Hall is still a licensed CPA, and he poses a continuing threat
to the Commission’s processes and to the investing public. See In re Marrie, Securities Act Rel.
No. 1823, Exchange Act Rel. No. 48246, 80 SEC Docket 2163, 2003 WL 21741785 * 19 & n.51
(July 29, 2003) (accountants who are “actively licensed CPAs create a significant risk that they
may return to that profession and again conduct audits of public companies™). Thus, under the
Steadman factors, discussed in Section IV.H above, THG and Hall should be permanently barred
from appearing before the Commission in accordance with Section 4C(a)(2) and (3) of the

Exchange Act and Rules of Practice 102(e)(1)(ii) and (iii).’

% Respondents cannot in good faith argue that Rule 102(e) sanctions are “punitive,” as to do so would place undue
emphasis on the implications for Hall’s own career. See Decker v. SEC, 631 F.2d 1380, 1384 (10™ Cir. 1980) (SEC
disciplinary actions are “remedial in character, with the primary function of protecting the public,” even though they
“portend serious consequences for the individuals involved™). Indeed, if sanctions were to be viewed from a
subjective perspective, every sanction could constitute a “penalty.” See Johnson v. SEC, 87 F.3d 484, 488 (D.C. Cir.
1996) (adopting “objective” standard, since “‘even remedial sanctions carry the sting of punishment’”). Thus,
102(e) sanctions, including those sought to be imposed against Respondents are remedial.
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K. THG and Hall’s Affirmative Defenses Do Not Prevail

THG and Hall assert four affirmative defenses in this proceeding. First, THG and Hall
allege that this proceeding is “barred in whole or in part by the doctrines of judicial estoppel, res
judicata, claim or issue preclusion, equitable estoppel, collateral estoppel, and accord and
satisfaction and settlement” based on a settlement that THG and Hall entered into with the
PCAOB: In re The Hall Group, CPAs and David S. Hall, CPA, PCOAB Release No. 105-2016-
015 (April 26, 2016). But this proceeding involves different parties, different conduct, different
causes of action, and different remedies than the PCAOB’s proceeding. Accordingly, this
proceeding is not barred. See Apotex, Inc. v. Food & Drug Admin., 393 F.3d 210, 217 (D.C.Cir.
2004) (“[A] judgment on the merits in a prior suit bars a second suit involving identical parties
or their privies based on the same cause of action.”).

THG and Hall also raise the affirmative defenses of the statute of limitations and
retroactive application of the laws. Neither of these apply. This proceeding does not seek relief
related to any conduct prior to 2013 or under any law that was not effective as of the date of the
relevant conduct.

Finally, THG and Hall allege that this proceeding is unconstitutional because it has been
“brought as an administrative proceeding before judges who have not been properly
appointed ....” To the extent THG and Hall are raising a challenge under the Appointments
Clause, the Commission has soundly rejected that argument. Raymond J. Lucia Cos., Inc.,
Exchange Act Release No. 75837, 2015 SEC LEXIS 3628, at *76-90 (Sept. 3, 2015), appeal
pending, No. 15-1345 (D.C. Cir.); accord Timbervest, LLC, Investment Advisers Act of 1940
Release No. 4197, 2015 SEC LEXIS 3854, at *89-104 (Sept. 17, 2015), appeal pending, No. 15-

1416 (D.C. Cir.); David F. Bandimere, Securities Act of 1933 Release No. 9972, 2015 SEC
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LEXIS 4472, at *74-86 (Oct. 29, 2015), appeal pending, No. 15-9586 (10 Cir.). And THG and
Hall identify no other grounds for the alleged due process and equal protection violations.

V.
CONCLUSION

For the foregoing reasons, the Division respectfully requests that its motion for summary
disposition be granted, and that an order issue

(a) requiring David S. Hall, P.C. d/b/a The Hall Group CPAs and David S. Hall to cease
and desist from committing or causing any violation or any future violation of Rule 2-
02(b)(1) of Regulation S-X and Section 13(a) of the Exchange Act and Rules 13a-1
and 13a-13 thereunder;

(b) requiring David S. Hall to cease and desist from committing or causing any violation
or any future violation of Rule 13a-14 of the Exchange Act;

(c) requiring David S. Hall, P.C. d/b/a The Hall Group CPAs to pay a civil penalty of not
more than $400,000 per violation, in an amount to be determined by the Court;

(d) requiring David S. Hall to pay a civil penalty of not more than $80,000 per violation,
in an amount to be determined by the Court; and

(e) permanently barring David S. Hall, P.C. d/b/a The Hall Group CPAs and David S.
Hall from appearing or practicing before the Commission pursuant to Sections
4C(a)(2) and 4c(a)(3) of the Exchange Act and Rules of Practice 102(e)(1)(ii) and

102(e)(1)(iii).
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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-17228

In the Matter of

David S. Hall, P.C. d/b/a The Hall
Group CPAs,

David S. Hall, CPA,

Michelle L. Helterbran Cochran, CPA,
and

Susan A. Cisneros

Respondents.

DECLARATION OF DAVID D. WHIPPLE IN SUPPORT OF
DIVISION OF ENFORCEMENT’S MOTION FOR SUMMARY DISPOSITION

DAVID D. WHIPPLE, pursuant to 28 U.S.C. § 1746, declares:

1. I am counsel with the Division of Enforcement (“Division”) of the
Securities and Exchange Commission (“Commission”), and co-counsel for the Division
in the above-captioned administrative proceeding. I submit this Declaration in support of
the Division’s Motion for Summary Disposition (“Motion”).

2. Attached hereto as Exhibit 1 is a true copy of an excerpted Form 10-KSB
for the fiscal year ended December 31, 2005, filed with the Commission by 360 Global
Wine Company on March 31, 2006.

3. Attached hereto as Exhibit 2 is a true copy of an excerpted Form 10-KSB
for the fiscal year ended December 31, 2006, filed with the Commission by 360 Global

Wine Company on May 21, 2007.



4. Attached hereto as Exhibit 3 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2007, filed with the Commission by 360 Global
Investments oh October 3, 2012.

5. Attached hereto as Exhibit 4 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2008, filed with the Commission by 360 Global
Investments on January 4, 2013.

6. Attached hereto as Exhibit 5 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2009, filed with the Commission by 360 Global
Investments on January 11, 2013.

7. Attached hereto as Exhibit 6 is a true copy of an excerpted Form SB-1/A
Registration Statement filed with the Commission by Kingdom Koncrete, Inc. on July 12,
2007.

8. Attached hereto as Exhibit 7 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2007, filed with the Commission by Kingdom
Koncrete, Inc. on April 11, 2008.

9. Attached hereto as Exhibit 8 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2008, filed with the Commission by Kingdom
Koncrete, Inc. on March 30, 2009.

10.  Attached hereto as Exhibit 9 is a true copy of an excerpted Form 10-K for
the fiscal year ended December 31, 2009, filed with the Commission by Kingdom

Koncrete, Inc. on March 5, 2010.



11.  Attached hereto as Exhibit 10 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2010, filed with the Commission by Kingdom
Koncrete, Inc. on February 1, 2011.

12.  Attached hereto as Exhibit 11 is a true copy of The Hall Group’s
Supervision, Review and Approval Form for its review of Kingdom Koncrete, Inc.’s
interim financial statements for the period of June 30, 2013.

13.  Attached hereto as Exhibit 12 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2012, filed with the Commission by Medient
Studios, Inc. on April 16, 2013.

14.  Attached hereto as Exhibit 13 is a true copy of The Hall Group’s
Supervision, Review and Approval Form for its audit of Medient Studios, Inc.’s fiscal
year ended December 31, 2012.

15.  Attached hereto as Exhibit 14 is a true copy of an excerpted Form 10-K
for the fiscal year ended June 30, 2013, filed with the Commission by Seven Arts
Entertainment, Inc. on October 15, 2013.

16.  Attached hereto as Exhibit 15 is a true copy of an excerpted Form 10-K/A
for the fiscal year ended June 30, 2013, filed with the Commission by Seven Arts
Entertainment, Inc. on October 21, 2013.

17.  Attached hereto as Exhibit 16 is a true copy of a hand-written audit
workpaper titled, “Seven Arts Supervision, Review and Approval” for the fiscal year

ended June 30, 2013.



18.  Attached hereto as Exhibit 17 is a true copy of a hand-wﬁﬁen audit
workpaper titled, “Seven Arts Supervision, Review and Approval” for the quarter ended
September 30, 2013.

19.  Attached hereto as Exhibit 18 is a true copy of an excerpted Form S-1/A
Registration Statement filed with the Commission by Surface Coatings, Inc. on
September 17, 2008.

20.  Attached hereto as Exhibit 19 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2008, filed with the Commission by Surface
Coatings, Inc. on March 31, 2009.

21.  Attached hereto as Exhibit 20 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2009, filed with the Commission by Surface
Coatings, Inc. on March 30, 2010.

22.  Attached hereto as Exhibit 21 is a true copy of an excerpted Form 10-K
for the fiscal year ended December 31, 2010, filed with the Commission by Surface
Coatings, Inc. on March 7, 2011.

23.  Attached hereto as Exhibit 22 is a true copy of Surface Coatings, Inc.’s
Supervision, Review and Approval Form for June 31, 2013 [sic].

24.  Attached hereto as Exhibit 23 is a true copy of The Hall Group letter dated
November 20, 2012 to the Public Company Accounting Oversight Board.

25.  Attached hereto as Exhibit 24 is a true copy of Public Company
Accounting Oversight Board Inspection Comment Form for The Hall Group dated July

15, 2013.



I declare under penalty of perjury that the foregoing is true and correct.

Executed on June 30, 2016.

o W

David D. Whipple
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-KSB

Xl ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2005
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Commission File number 0-50092

360 GLOBAL WINE COMPANY

(Name of Small Business Issuer in Its Charter)

NEVADA —
(State or otherju:rgda:lqg:go:f;mcorpomuon or (I.R.S. employer identification number)
One Kirkland Ranch Road
Napa, CA
(Address of principal executive offices) (Zip Code)

Issuer’s telephone numbser, including area code: (707) 254-9100
Securities registered under Section 12(b) of the Exchange Act: None
Securities registered under Section 12(g) of the Exchange Act: Common Stock, $0.001 par value
(Title of class)

Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the past 12 months
(or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for
the past 90 days.

Yes X NoO

Check if there is no disclosure of delinquent filers pursuant to Item 405 of Regulation S-B is not contained in this form, and no
disclosure will be contained, to the best of the registrant's knowledge, in definitive proxy or information statements incorporated by
reference in Part 111 of this form 10-KSB or any amendment to this Form 10-KSB [X]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes X NoOl

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition

of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer O Accelerated filer [J Non-accelerated filer

http://www.sec.gov/Archives/edgar/data/1124019/000114420406013175/v039278_10-ksb.htm
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No &
Issuer’s revenues for its most recent fiscal year: $12,649,028

Aggregate market value of the 266,477 shares, on a post-split basis, of voting stock held by non-affiliates of the Issuer based upon the
closing bid price of such stock as of December 30, 2005: $1,079,110

Number of shares of Common Stock outstanding at December 31, 2005: 670,583 on an adjusted, post-split basis
DOCUMENTS INCORPORATED BY REFERENCE: None

Transitional Small Business Disclosure Format: Yes [0 No ]
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ITEM 7. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA.
Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.)
Napa, California

We have audited the accompanying consolidated balance sheet of 360 Global Wine Company (Formerly Knightsbridge Fine Wines,
Inc.) as of December 31, 2005 and the related consolidated statements of operations, comprehensive income, stockholders’ equity and
cash flows for the year then ended. These financial statements are the responsibility of the Company’s management. Qur responsibility
is to express an opinion on these financial statements based on our audit. The financial statements of 360 Global Wine Company
(Formerly Knightsbridge Fine Wines, Inc.) as of December 31, 2004, were audited by other auditors whose report was dated May 5,
2005, and expressed a qualified opinion as to its continuing as a going concern on those statements.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 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
consolidated 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 audit provides a reasonable basis

for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of 360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.) as of December 31, 2005, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed
in Note 11 to the financial statements, the Company has suffered significant losses and will require additional capital to develop its
business until the Company either (1) achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2)
obtains additional financing necessary to support its working capital requirements. These conditions raise substantial doubt about the
Company’s ability to continue as a going concern. Management’s plans in regard to these matters are also described in Note 11. The
financial statements do not include any adjustments that might result from the outcome of this uncertainty.

David S. Hall, P.C.

Dallas, Texas
March 18, 2006

Report of Independent Registered Public Accounting Firm

To the Board of Directors
360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.)
Napa, California

We have audited the accompanying consolidated balance sheet of 360 Global Wine Company (Formerly Knightsbridge Fine Wines,
Inc.) as of December 31, 2004, and the related consolidated statements of operations, stockholders’ equity, and cash flows for the year
then ended. These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 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 amount and disclosures in the consolidated
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 audit provides a reasonable basis for our opinion.
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In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of 360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.) as of December 31, 2004, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally accepted in the United States

of America.

The accompanying consolidated financial statements have been prepared assuming that 360 Global Wine Company (Formerly
Knightsbridge Fine Wines, Inc.) will continue as a going concern. As discussed in Note 12 to the consolidated financial statements, 360
Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.) has incurred losses of $13,201,462 for the year ended December 31,
2004. 360 Global will require additional working capital to develop its business until 360 Global either (1) achieves a level of revenues
adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to support its working capital
requirements. These conditions raise substantial doubt about 360 Global’s ability to continue as a going concern. Management's plans
in regard to this matter are also described in Note 15. The accompanying financial statements do not include any adjustments that might
result from the outcome of these uncertainties.

Lopez, Blevins, Bork & Associates, LLP
Houston, Texas

March 29, 2006
Management’s Annual Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining an adequate system of internal control over financial reporting of the
Company. This system is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with accounting principles generally accepted in the United States of America.

The Company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company;
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance
with authorizations of management and directors of the Company; and (iii) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, a system of internal control over financial reporting can provide only reasonable assurance and may
not prevent or detect misstatements. Further, because of changes in conditions, effectiveness of intemal controls over financial reporting

may vary over time. Our system contains self-monitoring mechanisms, and actions are taken to correct deficiencies as they are
identified.

Management plans to conduct an evaluation of the effectiveness of the system of internal control over financial reporting based on the
framework in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations (COSO) of the Treadway
Commission. Based on this evaluation, management can then conclude whether the Company’s system of internal control over financial
reporting is effective.
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10KSB 1 v076058_10ksb.htm
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-KSB
(Mark One)

= ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2006
] TRANSITION REPORT UNDER SECTION13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NUMBER: 0-50092

360 Global Wine Company
(Name of small business issuer in its charter)

Nevada
(State or other jurisdiction of incorporation or organization) (L.R.S. Employer Identification No.)

(Address of principal executive offices) (Zip Code)

Issuer’s telephone Number: ||| |} N

Securities registered under Section 12(b) of the Exchange Act: None.
Securities registered under Section 12(g) of the Exchange Act: Common Stock, $.0001 par value
Check whether the issuer is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act. O

Check whether the issuer (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the past 12
months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements
for the past 90 days. Yes & No O

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-B contained in this form, and no
disclosure will be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference
in Part III of this Form 10-KSB or any amendment to this Form 10-KSB. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes 00 No

State issuer’s revenues for its most recent fiscal year. $17,268,132

The aggregate market value of the voting and non-voting common equity held by non-affiliates, computed by reference to the
average bid and asked price of such common equity as of March 31, 2007, was $3,367,424

As of March 31, 2007, the issuer had 8,619,389 outstanding shares of Common Stock.
DOCUMENTS INCORPORATED BY REFERENCE: NONE

Transitional Small Business Disclosure Format (check one): Yes O No
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.)
Sonoma, California

We have audited the accompanying consolidated balance sheet of 360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.) as
of December 31, 2006 and the related consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows
for the year then ended. 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 audit. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). 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 consolidated
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 audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of 360 Global Wine Company (Formerly Knightsbridge Fine Wines, Inc.) as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in
Note 15 to the financial statements, the Company has suffered significant losses and will require additional capital to develop its business
until the Company either (1) achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains
additional financing necessary to support its working capital requirements. In addition, the Company has filed for Chapter 11 bankruptcy
protection in order to reorganize and work out its debt arrangements. These conditions raise substantial doubt about the Company’s ability
to continue as a going concern. Management’s plans in regard to these matters are also described in Note 15. The financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

The Hall Group, CPAs
Dallas, Texas

May 20, 2007

F-1
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended:
or

0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from: to

360 Global Investments

(Exact name of registrant as specified in its charter)

Nevada 0001124019 H
(State or Other Jurisdiction (Commission (LR.S. Employer
of Incorporation or Organization) File Number) Identification No.)

8439 Sunset Boulevard, Suite 402, West Hollywood, CA 9069
(Address of Principal Executive Offices) (Zip Code)

(310) 777 8889
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class
Name of each exchange on which registered

Securities registered pursuant to Section 12(g) of the Act:

Title of each class
Name of each exchange on which registered

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule405 of the Securities
Act. Yes O No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes O No ™

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes 0 No M

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§229.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes 0 No M

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. Yes 00 No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company.
Large accelerated filer O Accelerated filer O Non-accelerated filer O Smaller reporting company &

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No
State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the
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price at which the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day
of the registrant’s most recently completed second fiscal quarter.

Note.~If a determination as to whether a particular person or entity is an affiliate cannot be made without involving unreasonable
effort and expense, the aggregate market value of the common stock held by non-affiliates may be calculated on the basis of
assumptions reasonable under the circumstances, provided that the assumptions are set forth in the Form.

APPLICABLE ONLY TO REGISTRANTS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes O No

(APPLICABLE ONLY TO CORPORATE REGISTRANTS

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest practicable
date. 8,619,389

DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part I, Part II, etc.) into
which the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or information statement; and (3) Any
prospectus filed pursuant to Rule 424(b) or (c) under the Securities Act of 1933. The listed documents should be clearly described for
identification purposes (e.g., annual report to security holders for fiscal year ended December 24, 1980).

"""/ — ]
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
360 Global Investments and Subsidiaries (Formerly 360 Global Wine Company)
Los Angeles, California

We have audited the accompanying consolidated balance sheets of 360 Global Investments and Subsidiaries (Formerly 360 Global
Wine Company) as of December 31, 2007 and 2006 and the related consolidated statements of operations, comprehensive income,
stockholders’ equity and cash flows for the years then ended. 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 the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audits 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
consolidated 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 consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of 360 Global Investments and Subsidiaries (Formerly 360 Global Wine Company) as of December 31, 2007 and 2006, and
the results of its operations and its cash flows for the years then ended in conformity with accounting principles generally accepted in
the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As
discussed in Note 14 to the financial statements, the Company has suffered significant losses and will require additional capital to
develop its business until the Company either (1) achieves a level of revenues adequate to generate sufficient cash flows from
operations; or (2) obtains additional financing necessary to support its working capital requirements. In addition, the Company has
filed for Chapter 11 bankruptcy protection in order to reorganize and work out its debt arrangements. These conditions raise
substantial doubt about the Company’s ability to continue as a going concern. Management’s plans in regard to these matters are also
described in Note 14. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.

The Hall Group, CPAs
Dallas, Texas

August 14, 2012
35
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2008.

or

(] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from [~Date-—] to [-Date—]

Comnmniission File Number: 0001124019

360 Global Investments

(Exact name of registrant as specified in its charter)

Nevada

{State or other jurisdiction of (LR.S. Employer Identification No.)
incorporation or organization)

8439 Sunset Blvd, Suite 402, West Hollywood 90069
(Address of principal executive offices) (Zip Code)

(310) 777 8889

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Name of each exchange on which registered

Securities registered pursuant to Section 12(g) of the Act:

(Title of each class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule405 of the Securities
Act. Yes [] No [x]

Indicate by check mark if the registrant is nat required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes [] No [x]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes [ ] No [x]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes [ ] No [x]
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-K. Yes [[] No [x]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company™ in Rule 12b-2
of the Exchange Act.

Large accelerated filer [_] Accelerated filer [ ]
Non-accelerated filer [ ] (Do rot check if a smaller reporting company) Smaller reporting company [x]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [ ] No [x]

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price
at which the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day of the
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registrant’s most recently completed second fiscal quarter.

Note.—If a determination as to whether a particular person or entity is an affiliate cannot be made without involving unreasonable
effort and expense, the aggregate market value of the common stock held by non-affiliates may be calculated on the basis of
assumptions reasonable under the circumstances, provided that the assumptions are set forth in this Form.

APPLICABLE ONLY TO REGISTRANTS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes [ ] No [x]
(APPLICABLE ONLY TO CORPORATE REGISTRANTS)
8,619,389
DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part 1, Part 11, etc.) into which
the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or information statement; and (3) Any
prospectus filed pursuant to Rule 424(b) or (c) under the Securities Act of 1933. The listed documents should be clearly described for
identification purposes (e.g., annual report to security holders for fiscal year ended December 24, 1980).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
360 Global Investments and Subsidiaries (Formerly 360 Global Wine Company)
Los Angeles, California

We have audited the accompanying consolidated balance sheets of 360 Global Investments and Subsidiaries (Formerly 360 Global Wine Company) as
of December 31, 2008 and 2007 and the related consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows for
the years then ended. 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 the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits 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 consolidated 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 consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position of 360
Global Investments and Subsidiaries (Formerly 360 Global Wine Company) as of December 31, 2008 and 2007, and the results of its operations and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 14 to
the financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company
either (1) achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to
support its working capital requirements. In addition, the Company has filed for Chapter 11 bankruptcy protection in order to reorganize and work out
its debt arrangements. These conditions raise substantial doubt about the Company’s ability to continue as a going concern. Management’s plans in
regard to these matters are also described in Note 14. The financial statements do not include any adjustments that might result from the outcome of

this uncertainty.

The Hall Group, CPAs
Dallas, Texas

January 3, 2013
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UNITED STATES '
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

(Mark One)
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
~ For the fiscal year ended December 31, 2009.

or

U TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from [~Date—] to |--Date—

Commission File Number: 0001124019

360 Global Investments

(Exact name of registrant as specified in its charter)

Nevada

(State or other jurisdiction of (L.R.S. Employer Identification No.)
incorporation or organization)

8439 Sunset Blvd, Suite 402, West Hollywood 90069
(Address of principal executive offices) (Zip Code)

(310) 777 8889

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Name of each exchange on which registered

Securities registered pursuant to Section 12(g) of the Act:

(Title of each class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule405 of the Securities
Act. Yes [J No [x]

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes [] No [x]

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90 days. Yes [ ] No [x]

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes [ ] No [x]
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. Yes [ ] No [x]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller
reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting company” in Rule 12b-2
of the Exchange Act.

Large accelerated filer [ ] Accelerated filer [_]
Non-accelerated filer [ ] (Do not check if a smaller reporting company) Smaller reporting company [x]
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ] No [x]

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by reference to the price
at which the common equity was last sold, or the average bid and asked price of such common equity, as of the last business day of the
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registrant’s most recently completed second fiscal quarter.

Note.—If a determination as to whether a particular person or entity is an affiliate cannot be made without involving unreasonable
effort and expense, the aggregate market value of the common stock held by non-affiliates may be calculated on the basis of
assumptions reasonable under the circumstances, provided that the assumptions are set forth in this Form.

APPLICABLE ONLY TO REGISTRANTS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes [ ] No [x]

(APPLICABLE ONLY TO CORPORATE REGISTRANTS)
5,000,000 as of January 9, 2013
DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part 1, Part 11, etc.) into which
the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or information statement; and (3) Any
prospectus filed pursuant to Rule 424(b) or (c) under the Securities Act of 1933. The listed documents should be clearly described for
identification purposes (e.g., annual report to security holders for fiscal year ended December 31, 2008).
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As filed with the Securities and Exchange Commission on July 12, 2007

File No. 333-138194

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM SB-1/A (Alternative 2)
AMENDMENT NO. 4

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

KINGDOM KONCRETE, INC.
(Exact name of registrant as specified in its charter)

Nevada 7389 I

{(State or jurisdiction of {Primary Industrial I.R.S. Employer
incorporation or organization) Classification Code No.) Identification No.

4232 £. Interstate 30, Rockwall, Texas 75087 (972) 771-4205

(Address, including the 2IP code & telephone number, including area code of
Registrant's principal executive office)

4232 E. Interstate 30, Rockwall, Texas 75087 (972) 771-4205

(Address of principal place of business or intended principal place of business)

Edward Stevens

4232 E. Interstate 30, Rockwall, Texas 75087 (972) 771-4205

(Name, address, including zip code, and telephone number, including area code
of agent for service)

Copies to: T. Alan Owen
The Owen Law Firm, P.C.
Attorneys at Law
1112 E. Copeland Road, Suite 420
Arlington, Texas 76011
(817) 460-4498 Tel
(817) 795-0154 Fax

Approximate date of commencement of proposed sale to the public: As soon as
practicable after the effective date of this Registration Statement.

If this Form is filed to register additional securities for an offering pursuant
to Rule 462 (b) under the Securities Act, check the following box and list the
securities Act registration number of the earlier effective registration
statement for the same offering. I_|I

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under
the Securities Act, check the following box and 1list the securities Act
registration number of the earlier effective registration statement for the same
offering. I_|

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under
the Securities Act, check the following box and 1list the securities Act
registration number of the earlier effective registration statement for the same
offering. |_I
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CAPITALIZATION

The following table sets forth our capitalization as of May 31, 2007. Our
capitalization is presented on:

. an actual basis:

- a pro forma basis tc give effect to net proceeds from the sale of the
minimum number of shares (150,000) we plan to sell in this offering; and

. a pro forma basis to give effect to net proceeds from the sale of the
midpoint number of shares (500,000} we plan to sell in this offering; and

- a pro forma basis to give effect to the net proceeds from the sale of the
maximum number of shares (1,000,000} we plan to sell in this offering.

Actual After After After
Unaudited Minimum Midpoint Maximum
May 31, 2007 Offering Offering Offering
Stockholders' equity
Common Stock, $0.001 par value;
50,000,000 shares authorized: 5,000 5,150 5,500 6,000
Additional Paid In Capital 19,554 77,635 244,785 484,785
Retained earnings (123,876} (123,876) (123,876) ( 123,876) -
Total Stockholders® Equity { 99,322) ( 41,091) 126,409 366,909
Total Capitalization ( 99,322) ( 41,091) 126,409 366,909
Number of shares outstanding 5,000,000 5,150,000 $, 500,000 6,000,000

The Company has only one class of stock outstanding. The common stock
sold in this offering will be fully paid and non assessable, having voting
rights of one vote per share, have no preemptive or conversion rights, and
liquidation rights as is common to a sole class of common stock. The company has
no sinking fund or redemption provisions on any of the currently outstanding
stock and will have none on the stock sold in this offering.

TRANSFER AGENT

We will serve as our own transfer agent and registrar for the common
stock until such time as this registration is effective and we sell the minimum
offering, then we intend to retain Signature Stock Transfer, Inc., 2301 Ohio
Drive, Suite 100, Plano, Texas 75093.

22

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Kingdom Koncrete, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheet of Kingdom Koncrete,
Inc. as of December 31, 2006 and the related consolidated statements of
operations, cash flows and members' equity for the years ended December 31, 2006
and 2005. 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 audit.

We conducted our audit of these financial statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States).
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

Source: LATITUDE 360, INC.. SB-‘VA Juh 12, 2007 Paweres by Morningstar * Document Ressarch™
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assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the financial position of Kingdom Koncrete,
Inc. as of December 31, 2006, and the results of its operations and its cash
flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the
Company will continue as a going concern. As discussed in Note 8 to the
financial statements, the Company has suffered significant losses and will
require additional capital to develop its business until the Company either (1)
achieves a level of revenues adequate to generate sufficient cash flows from
operations; or (2) obtains additional financing necessary to support its working
capital requirements. These conditions raise substantial doubt about the
Company's ability to continue as a going concern. Management's plans in regard
to these matters are also described in Note 8. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.

/s/ The Hall Group, CPAs

The Hall Group, CPAs
Dallas, Texas

January 31, 2007

KINGDOM KONCRETE, INC.
CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2006

ASSETS
Current Assets
Cash and Cash Equivalents $ 5,891
Total Current Assets 5,891
Fixed Assets
Equipment 141,406
Leasehold Improvements 7,245
Of fice Equipment 675
Less: Accumulated Depreciation and Amortization (78,992)
Total Fixed Assets 70,334
TOTAL ASSETS $ 76,225
SoooosSms
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts Payable and Accrued Expenses $ 19,415
Amounts Due to Shareholder 113,256
Current Portion of Long Term Debt 11,953
Total Current Liabilities 144,624
Long Term Liabilities
Notes Payable 35,554
Less: Current Portion (11, 953)
Total Long Term Liabilities 23,601
Total Liabilities 168,225
Saurce: LATITUDE 360. INC.. SB-1/A, July 12, 2007 Paveered by Mosmingstar ™ Jocument 3esearch™
The information contained herein may not be copied. adapted te. complcte ar timely. The user assumes all risks lor any dsmages or losses arising from any use of (his infornation,

erxxepl to the extent such damages or losses cannot be. I-mmd or exdudod by annlkable taw. Past llnmelll performance is no guarantee of future resulls.
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CURRENT REPORT FOR ISSUERS SUBJECT TO THE
1934 ACT REPORTING REQUIREMENTS

FORM 10-K
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549
Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act
For the Fiscal Year Ended December 31, 2007

KINGDOM KONCRETE, INC.
(Exact name of registrant as specified in its charter)

Nevada : ' 333-138194
(State or other jurisdiction (Commission File Number) (IRS Employer
of incorporation) Identification No.)

4232 E. Interstate 30, Rockwall, Texas 75087
(Address of principal executive offices (zip code))

972-771-4205
(Registrant's telephone number, including area code)

- (Former address)

Securities registered pursuant to Section 12(b) of the Act: NONE
Securities registered pursuant to Section 12(g) of the Act: Common Stock

Indicate by check mark whether the registrant (1) has filed all reports required
to be filed by Section 13 or 15(d) of the Securities Act of 1934 during the past
12 months and (2) has been subject to such filing requirement for the past
90days Yes [X] No [ 1.

Indicate by check mark whether the registrant is a large accelerated filer, an
accelerated filer, a non-accelerated filer, or a smaller reporting company. See
the definitions of "large accelerated filer," “accelerated filer" and "smaller
reporting company" in Rule 12b-2 of the Exchange Act:

Large Accelerated Filer [ ]. Accelerated Filer L ).

Non-Accelerated Filer [ ]. Smallier Reporting Company [X]

Indicate by a check mark whether the company is a shell company (as defined by
Rule 12b-2 of the Exchange Act: Yes [ ] No [ X ).

Aggregate market value of the voting stock held by non-affiliates of the
registrant as of December 31, 2007: § -0-

Sshares of common stock outstanding at December 31, 2007: 5,199,500

PART 1I.

FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K includes forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, which we refer
to in this annual report as the Securities Act, and Section 21E of the
Securities Exchange Act of 1934, as amended, which we refer to in this annual
report as the Exchange Act. Forward-looking statements are not statements of
historical fact but rather reflect our current expectations, estimates and
predictions about future results and events. These statements may use words such

Source: LATITUDE 360, INC., 10-K. April 11, 2008 Powered by Marningstar™ Documen: Research™

The information contained herein inay not ba coplod, adap! 0 be sccurato. complete or timcly. The uscr assumes il risks for any damages or fosses srising from any use of this information,
axcept to the extent such damages of losses cannot be B‘mlred el excduded by apuliuﬁlehw Past Ilnaudalpeﬂormmae is no guarantee of future resulls.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Kingdom Koncrete, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheet of Kingdom Koncrete,
Inc. as of December 31, 2007 and the related consclidated statements of
operations, cash flows and stockholders' equity for the years ended December 31,
2007 and 2006. 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 audit.

We conducted our audit of these financial statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States).
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 audit provides a reasonable basis for our opinion.

We were not engaged to examine management's assertion about the effectiveness of
Kingdom Koncrete, 1Inc.'s. internal control over financial reporting as of
December 31, 2007, and, accordingly, we do not express on opinion thereon.

In our opinion, the consolidated financial statements referred to above present
fairly, in all material respects, the financial position of Kingdom Koncrete,
Inc. as of December 31, 2007, and the results of its operations and its cash
flows for the years ended December 31, 2007 and 2006 in conformity with
accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the
Company will continue as a going concern. As discussed in Note 8 to the
financial statements, the Company has suffered significant losses and will
require additional capital to develop its business until the Company either (1)
achieves a level of revenues adequate to generate sufficient cash flows from
operations; or (2) obtains additional financing necessary to support its working
capital requirements. These conditions raise substantial doubt about the
Company's ability to continue as a going concern. Management's plans in regard
to these matters are also described in Note 8. The financial statements do not
include any adjustments that might result from the outcome of this uncertainty.

/s/ The Hall Group, CPAs

The Hall Group, CPAs
Dallas, Texas

March 21, 2008

KINGDOM KONCRETE, INC.

Source: tATITUDE 260, INC., 10-K, Aniil 11, 2008

Powered by WA

* Dovument Research®™

The information contained herein snay not be copied. sdapted wdludbulcd and is not w.vnmed to be o:’wme. eomnlma or timely. Tnouscl assumes all risks for any damages or losses srising from any use of this information,

excep! (0 the extent such damages of iosscs cannof dbe Emited or . Past linancis of future resulls.
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CURRENT REPORT FOR ISSUERS SUBJECT TO THE
1934 ACT REPORTING REQUIREMENTS

FORM 10-K
SECURITIES AND EXCHANGE COMMISSION
Washington, BC 20549
Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act

For the Fiscal Year Ended December 31,2008

KINGDOM KONCRETE, INC.
(Exact name of registrant as specified in its chaner)
Nevada 333-138194
(State or other jurisdiction of incorporation) (Commissien File Number) (IRS Employer Identification No.)

4232 E. Interstate 30, Rockwall, Texas 75087
(Address of principal executive offices (zip code))

972-7714205

(Registrant’s telephone number, including area code)

(Former address)

Sccuritics registered pursuant to Scction 12(b) of the Act: NONE
Securities registered pursuant to Section 12(g) of the Act: Common Stock

Indicate by check mark whether the régistrant (1) has filed ail reports required to be filed by Scction 13 or 15(d) of the Securitics Act of 1934 during the past
12 months and (2) has been subject to such filing requirement for the past 90days Yes([X) No[ ).

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. Sce the
definitions of “large accelerated filer,” “accelerated filer” and *“smaller reporting company” in Rule 12b-2 of the Exchange Act:

r 3
Large Accelerated Filer[ J. Accelerated Filer [ ).
Non-Accelerated Filer[ . Smaller Reporting Company [X)

Indicatc by a check mark whether the company is a shell company (as defined by Rule 12b-2 of the Exchange Act: Yes[ ] No[X].
Aggregate market value of the voting stock held by non-affiliates of the registrant as of December 31, 2008: $ -0-

Shares of common stock outstanding at December 31,2008: 5.441,900

Source: LATITUDE 360, INC.. 10-K, March 30, 2005 Powered by Marnmgstar © Document Research®™
The infarmation contained herein may not be copled. adapted or distribused and Is not warranted 10 be sccurate. complcta or timaly. Tha user assumes 2l risks for any damages or lossss anising from any use of this information,
extep! to the extent such damages or losses cannot Be Umited or excluded by applicable taw Past linsncial parformance is no guirantee of future resulls.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Kingdom Koncrete, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Kingdom Koncrete, Inc. as of December 31, 2008 and 2007 and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an apinion on these financial statements based on our audits.

We conducted our audits of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits 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.

We were not engaged to examine management’s assertion about the effectiveness of Kingdom Koncrete, Inc.’s intemal control over financial reporting as of
December 31,2008 and 2007 and, accordingly, we do not express an opinion thercon.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Kingdom Koncrete, Inc.
as of December 31, 2008 and 2007, and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concemn. As discussed in Note 8 to the
financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company either (1)
achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to support its working
capital requircments. These conditions raise substantial doubt about the Company’s ability to continue as a going concem. Management's plans in regard to
these matters are also described in Note 8. The financial statements do not include any adjustments that might result from the outcome of this uncentainty.

/s/ The Hall Group, CP
The Hall Group, CPAs

Dallas, Texas
March 21,2008

F-2
Saurce: LATITUDE 360, INC., 10X, March 30, 2003 Powered by Momingstar * Document Ressarch™
Tha information contained hercin may not be copicd, adapted or il and is not d to bo lete or timely. The uscr assumes all risks for any damages or losses arising from any use of this information,
axcept 1o tha extent such damages or losses cannot b limited or by ble law. Past Fil 1 p isnog of future results.
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CURRENT REPORT FOR ISSUERS SUBJECT TO THE
1934 ACT REPORTING REQUIREMENTS

FORM 10-K

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

Annual Report Pursuant to Section I3 or 15(d) of the Sccunltics Exchange Act
For the Fiscal Year Fnded December 31, 2009

KINGDOM KONCRETE, INC.
{Exact name of registrant as specificd in its charter)

-1381
(State or other jurisdiction of incorporation) (Commission File Number) {IRS Employer [dentification No.)

4232 E. Imerstate 30, Rockwall, Texas 75087
(Address of principal exccutive offices (2ip code))

972-7714205
(Regi: 's teleph ber, including arca code)
(Former address)
Securitics regi dp to Section 12(b) of the Act: NONE
Sccurities regi dp to Scction 12(g) of the Act: Commeon Stock

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Act of 1934 during the past
12 months and (2) has been subject to such filing requirement for the past 90days Yes[X] No| ).

lndmle by check mark whether the regi isalarge ] d filer, an {J d filer,a ! d filer, or a smaller reporting company. See the
ions of “large 1 d filer,” “accel d filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange Act:
Large Accelerated Filer[ ] Accclerated Filer [ ).
Non-Accelerated Filer[ ). Smaller Reponing Company [X]

Indicate by a check mark whether the p isashell pany {as defined by Rule £2b-2 of the Exchange Act: Yes[ ] No[X].

Aggregate market valuc of the voting stock held by non-affiliates of the registrant as of December 31, 2009: $830,119

Shares of common stock outstanding at March 3,2010: 5.471,900

Source: LATITUDE 360. INC., 10-K. Match 05, 2010 Powerea by Morngstzr * Document Ressarch™
The information contained hercin may not be copiod. adspted or andis # accurate. complete or timely. The user assuines alf risks for any damages or fosses arising from any use of this information,
except (0 the extent such damages or losscs cannot be fimited or cxcluded by -ppliwbh law. Past Iirunchl performance is no gusrantee of future results.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Bozrd of Dircctoss and Management of
Kingdem Koncrete, Inc.
Rockwall, Texas

We have audited the panying lidated bal sheets of Kingdom K , Inc. as of Dy ber 31, 2009 and 2008, and the related consolidated
statements of opcrations, cash flows and stockholdcrs cquity for the yca:s then cndcd These financial arc the responsibility of the Company's
g Cur responsibility is to cxpress an opinion on these fi i based on our audits.
We conducled our audits of thesc financial in J with lheslmdards of the Public Company A ing Oversight Board (United
S!ais) Thase standards reqmre that we plan and perform the audits to obtain t about whether the fi ial are free of matenat
An audit includes examining, on a test basis, evidence supy g the and discl in the £ ial An audit also
Tudy ing the i inciples used and signifi i madc by as well as eval g the ovenall fi ial

presentation. We bchcvc that our audns providc a reasonable basis for our opinion.

We were not dto i 2 ’s assertion about the cfl‘ccllvcncss ofKingdom K Inc.’s i | control over (inancial reporting as of
December 31, 2009 and 2008 and, dingly, we do not express an of h

In cur opinion, the lidated fi ial ferred to above present faidly, in all ial the fi ial position of Kingdom K , Inc.
as of December 31, 2009 and 2008, and the results of its operations and its cash flows for the years ‘then cnded in conformi y with ing principl
gencrally accepted in the United States of America.
Thc panying (i ial stal have been preparcd ing that the Company will inuc as a going As di d in Notc 8 to the

ial the Company has suffered significant losses and will rfequire nddmonal capital to dcvelop its busi until the Company either (1)
achieves a level of reven d tog sufficient cash flows from operati or (2) obtains addi 8 Y 1o suppost its working
capital requirements. These conditions raise mbmmtal doubt about the Company's ability 10 inue as a going M ‘s plans in regard to
these matters arc also described in Note 8. The fi do not includc any adj that might result from lhc outcome of this uncertainty.
I/
The Hall Group, CPAs
Dallas, Texas
February 24, 2009

Fe2
Source: LATITUDE 360, INC.. 10-K, Marcn 05, 2010 Powered by Mormingstar © Documen: Ressarch™

infarmnation containcd herein nolboeupled. adapted or i and is nol fo be accurate. complete or tincly. The uscr assumes ol risks lor sny damages or lossts arising from any use of this information,
3'@: (o the extent such g M be [:ﬁ)‘l :w by i faw. Past lingncial porformanca is no guarsniee of future results.
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CURRENT REPORT FOR ISSUERS SUBJECT TO THE
1934 ACT REPORTING REQUIREMENTS

FORM 10-K

SECURITIES AND EXCHANGE COMMISSION
Washington, BC 20549

Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act

For the Fiscal Year Ended December 31,2010

KINGDOM KONCRETE, INC.
(Exact name of registrant as specified in its charter)
Nevada 333-138194
(State or other jurisdiction of incorporation) (Commission File Number) (IRS Employer Identification No.)

4232 E. Interstate 30, Rockwall, Texas 75087
(Address of principal executive offices (zip code))

972-771-4205
(Registrant’s telephone number. including area code)

(Former address)

Securities registered pursuant to Section 12(b) of the Act: NONE
Securities registered pursuant to Section 12(g) of the Act: Commen Stock

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Act of 1934 during the past
12 months and (2) has been subject to such filing requirement for the past 90days Yes[X] No[ 1.

Indicate by check mark whether the registrant is a large accelerated filer, an accclerated filer, a non-accclerated filer, or a smaller reporting company. Sec the
definitions of “large accelerated filer,” “accelerated filer” and “'smaller reporting company” in Rule 12b-2 of the Exchange Act:

Large Accclerated Filer[ ]. Accclcrated Filer [ ).

Non-Accelerated Filer[ ]. Smaller Reporting Company [X]
Indicate by a check mark whether the company is a shell company (as defined by Rule 12b-2 of the Exchange Act: Yes[ ] No[X]
Aggregatc market value of the voting stock held by non-affiliates of the registrant as of December 31,2010:  $534,235

Shares of common stock outstanding at February 1,2011: 5,471,900

Soutce: LATITUBE 360. INC., 10-<, “ebruaty 01, 2CG13 Powerec oy Maringstar® Document Research™
The information contained hescin may not be copied, adzpted o andis © accurate. complete or timely. Tha user assumas alt risks for any damages or losscs 3rising from any use of this infarmation,
ercept L0 the extent such damages or losses cannot be I:mlud w exciuded by . npph:nbh law. Past lmanml performance is no guerantee of future resufts.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Kingdom Koncrete, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Kingdom Koncrete, Inc. as of December 31, 2010 and 2009, and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits 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.

We were not engaged to examine management’s assertion about the effectiveness of Kingdom Koncrete, Inc.’s intemal control over financial reporting as of
December 31, 2010 and 2009 and, accordingly, we do not express an opinion thereon.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Kingdom Koncrete, Inc.
as of December 31, 2010 and 2009, and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concem. As discussed in Note 8 to the
financial statcments, the Company has suffered significant losscs and will require additional capital to develop its business until the Company cither (1)
achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to support its working
capital requirements. These conditions raise substantial doubt about the Company’s ability to continue as a going concern. Management’s plans in regard to
these matters are also described in Note 8. The financial statcments do not include any adjustments that might result from the outcome of this uncenainty.

I/s/_The Hall Group, CPAs
The Hall Group, CPAs

Dallas, Texas

January 21,2011

F-2

Sourca: LATITUDE 360. INC.. 10K, Fepruary 01, 2C7° Povseres ov Wormingstar® Oocumen: Aescarch™
The informstion contained hcrein imay not be copied. adapted or drsuibuled and is not wmmlcd 10 be accurate. complete or timely Theuser sssumas . &0 risks lor any damages o losses anising frem any use of this information,
exvept (o the extent such damages or losses cannot be Gimited sw Past linancig! is no g of fi
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Company: Kingdom Koncrete

PCA (10/12F

PCA-IR4: Stipervision, Review, and Approval Form—Interim Roview

Balance Sheet Date:. 6/30713

1

‘Index 5760>

Instriictiofis: This form shielld be completed prior Io daling and Issuante of fhie signed accountants review
repoit mm ftem answered “No” should be explained. i the "Comments® column or in -an -atteched

N

/%/”\\

3.

Ditailed Review

To be:performed by the staff in charge of fieldwork.
1.

1 have reviswied all warkpapers prepared by the personne! in my:charge
on 1his engagement, All workpapers are complete, properly headed,
indexed, and cross-referenced. All workpapers indicale the individuals
who-performed the work, when the werk was compleled, the person who
reviewed the work, and the date of the review. Based on my review, | am
satisfled that.the workpapers provide a clear undérstanding of the work
parformed, the evidénce cblained and its source, and the. conclusiohs
reached.

1 have cérpared the work. perfermed as evidenced by our workpapers
witt ‘the procadures cajled for by the interim review program and em
salisfied that the objectives of the program have been achieved.and our
review vomplies with the requirements of the program and supports-the.
basis for pur-review report. '

| have determined that the:interim financial information has been agreed
or reconciied to.suppbrting accouinting records.

I'have reviewed the cofmpleted interlm review program and am satisfied
1ha} .cur feview, as exiienced by the workpapers reviewed by me, is
sifficient afid appropriate to- stpport the interim review report, i
applicable, and was conducted in accordance with the standards: of the
Public Company Accounting Oversight Board-(PCAOB), applicable legal
and regulatory reguirements, and the: firm's quality control’'policies and

‘procedures,

1 have.determined that all frequired checklists arid firograms have beéen
completed. All guestions, exceptions, or notes, if any, posed during the
review have been followed up and resolved, and review rotes and “fo
do° liste-have been handled in atcordarice with firm policy-

| Have reviewsd the:managemient representation letter for consideration
of all important matters.

[ have reviewed the summary. of unadjusted fkely misstatements; and
considered quantiiztive and qualitative factors.and ‘am satisfied that the
fikely misstalements, Individually and in the aggregate, do not ‘malgrially
affect the. interim financial information such that a modification of the
réiview report is required.

| have prepared oF reviewed the engagement completion document and

. am safisfied that jt adegvaielg addresses significantfindings and issues.

{dentified:durlng the-ravi

ENEN

¥Yes | No
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PCA-(10/12)

9. T hivi"determined thal all matlers. required. to be- documented by
Augiting Std. No. & have' been. safisfectorily docuinented ‘in the

10, | hiave-reviewed the Interiin financial Infotmation and am not avare of
any material’ modifications thet should be madg for them to meet the
acoepled standards of presentalion and disclosure. to be prepared in
conformity with generally' acoepted ‘accounting principles for interiny
financial info n consistently appliied. An intefim review: finansial
statement disclosure checidist has been complated.

11..1 have read the other information in the SEC filing dacument in which the
iifterim financial informalion is intluded and am satisfisd that the other
information is not miaterdally fhconsistent with the intérdm financial
infaimation,

12. | have ‘maintained my indepenidence throughout the performance of the
Teview.

13. | have reviewed:the interim review repor, if applicable, and am satisfied
it is appropriate in the circumstances and presented in .accordance. with.
PCAQB standards. i

| < &

No

| v\lfJ\\l
l

NIA

LComments

Completed by: { ] // 5/ Date: { ) 7:

/U3

Engagernent Partrier Review ®
1. | have reviewed all wotkpapers prepared by the pefsorinel [n my charge
on this engdgement, that wete. not feviewed a8 a part. of the detalled
taview,
2. | have also reviewed sufficlent additional workpapers-to be satisfied with
the adequacy of our infefim review. | am safisfied that the woik.was

and documsntad, the: objactives of the procedures were

aclifeved, aid the results of the work support the.conclusions reached:

13. 1 have reviewed the completed revigw program ahd am salisfied that our

review, as eyidenced by the workpapers feviewed by me, I8 sufficient
and appropridté o support the interim réview tepert, if applicable, -and
was conducted iy agcgrdance with standerds of the Public Company
Accounting Ovarsight Bodrd (PGACB), applicable legal and regulatory
requirements; and the fim's quality confrol policles and procedures.

4, 1 have reviewed the management representation. lefter for consideration
of all important-matters.

6. | have reviewed the summary of unddjusted likely misstatements -and
considered quantitative and.qualilative factors and.gm satisfied that the
tkely milsstatemeiits, individually and in the aggregate, do:npt materially
affect the interit finaricial information such that a modification of the
‘review report is required.

PLAIR-4
.{Contifiued)

Yes | No.
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NIR

Comments

%
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8. | have revidwed'thie engagement completion document and am satisfied
that & adequately addresses any significant findings.and issues identified
duting the- review. | -am salisfied that consiltstion has occuried in all
areas fequired by firm policy and any other areas deemed needssary,
the fgture and scopé of consylfalians: have been documentad, and the
resuiting conglisslons hive, been documiented end implemented, In
sddiion, | am sefisfisd that any differences of opinion were: properly-
resolved and. documented, that: the dacumentaﬂon addresses the
considerations involved in the resolution, and that the final -resolistion
-was implermented..

7. The review .documentation provides evidence of the -elemenis of the.
work | raviewed and'when my review accurred.

8 | have: raviewexl the ftefim finangial information and am not:aware of
any materfal modifications: that should be niade for them to meet the
accopted standards «of preseptation and disclosure fo be prepared in
contonriity with. geierally accepled actounting principles for interim
financial information consistently applied.

9. | have read the other information in the SEC filing document in which the
intetim financial information -is ‘Included and am satisfied that the other
information i3 not materally inconsistent wilh the interim financial
information.

10. | héve malnfained my independerice thiroughout the performance. of the
reviey (includirig not recéiving of edming compensation for pracuring
engagements fo prévide other senvices to the guditclient).-

1. | have reviewed all ‘services provided to this client to ensure that alf
services have tesn apptoved by the- audit commilles and that there-are
no independence Issues.

12. 4 have reviewed the interim review report, if applicable, and am satisfied
it is appropriate in-the-circumstances and piesented in accordance with

PCAQB sfandards.
13. | Have Tdeptified &l requited audit committee communication matters and

bave mmmmﬂeegtedmemmahmewbﬂsislhave'.~

ensured fhat sach communications and the mefhod of communication
liave been sufficiently-documented in the workpapers.

14. | acknowledge my responsibilty for the -engegement and its
perfomance, and | have fulfilled iy responsibility.

Yes

No

Comments

Engagement.Partner's Signature: { ) Date: |

1

Engagemeént Quality Review ©
1, The preceding Sections uof this form have beeri completed to my
§dtisfaction.
2. }possess the competence, independence, integrity, and objectivity to
poerform the ergagemrent quallly review (EQR),

3. |have complied with tfie partner rotatfon ;equuements of SEC- Release
- No. 33-8183..

Yes.

NIA|

Comments

PCA-R-4
{Continued)
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“Yes'] No [NIA| Comments:

4. | have discussed the significant judpiments made by the eniiégemsnit
team, -and the réjated conclusions, reached wiil the engagentent partner
ang other mgmbers -of-the engagement team and have reviewed relstad
dotumentation,

5. | have evaluated the. significanf judgments ‘thal -relate to' engagement.
planning, including consideration-of—

a. The fim's recenl engagement expérience with the ébrapany and
fisks identified in the:client acceptance add reterition process,

b. The company’s busiess, recént significanl activities, and related.
financial reponting tssuss dnd risks;

c. The nalure of identified risks of material misstalement (including
fraud risks).

6. | have evaluated the significant judgments made about materality and
the disposition of comrected and -uncomected likely misstatements, and
any matetial medificalions.that should be made to the disclogures-about
-changes i internal control.aver financial repotting.

7. 1 have reviewed the engagement team's evaluation of the fim's
independence in relation to the engagement.

8. Ihave reviewed the engagement completion document,

9. ] have confirmed with. thé éngagement parfier that there are no
significan! unresolved matlers, including unresoived imatters related 1o
significant uriusual transactions.

10. 1 have reviewed thie interim financial information for all pericds presented
and for the immediately preceding fnterim perind; menagaménts
disclosurs far the period under-review, if any, aboiit changes In internat
conirol -over financial reporting; and the related éngagement report, if 2
report is.to be issued.

41. 1 have tead othér infogmation in .documents cuntaining intertm financial
infopnation to ke filed with the SEC dnd evaluated whether the
frigagariient. téém has taken “appropriata avtion with vespect to any .
materia) iiconsiglencies with the-interim financial-information or material
misstatements of fact of which 1.am aware.

“42; | have evaluated whether appropriale consultations have:taken place-oh
difficutf of contentious roatters, or-sigriificant urusual transsctions, and
reviewed the documenfation, incliding conclusions, of any such
consulfetions.

13. | Hiave evalusted whether appropiiate malters have'beerr communicated
oni 2 Ymgly basis; or identified for communication, to-the autdit commiites,
managestiant, and other parlies, such as regulatory’bodies.

14. | have reviewed and evaluated the- engagement documentation and
have concluded that it supports the conclusions reactied by the
engagement team with.respect to the malters.1eviswed,

15. The documentaion of my. engagement qualily review meels the
requirements: of Auditing Std. No. 3, Audif Drturientation; and identifiss .
the documents | .reviewed. The documentation: of the -engagement
qualilty review—

_a. Conkiine sufficient informafion; to enablé an experienced audiiar, -
iigving mo previous connetfion with the engagement, to.dnderstand
the procedures | performed.

PCA-IR-4 - "
(CGontinued) 7
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Yes:| No [N/A| Commengs
'b. dentifies the engagsmient.ciuality revievier.
K- ide:;uﬁes the. documents. 1 reviewed, which include the following:

4. ldenhﬁa the data | provided concurring approval of issugnce-or, if
approval of Issuance was provided, the reasons. for

not | providing the approval.

e, Meets the requirements related to retention :and subsegiient
chenges. to documentation in PCAOB' Auditing Std. No. 3, Audit
Documentation.

46.- Based on [y review, | am not dware of a sighificant -éngagemént

»

17. | approve issuance of the reportforthis &ngageitient, if applicable.

Engagement Quality. Reviewer’s Signature: [ ] Date: { )

Yes | No | NJA| Comments

Partner Signing Review Report(s)

1. The preceding review sections of this Supervision, Review, and Approval
Form have been. cnmpteted

2. | have signed ihe review rteport{s) on the financial iifermation.

Date of Review Repott:[ ]

Complatedby: [ ] Date: [ )

Other Reperts and Communications

. !;ava :wrmd all” ather repoxts or wriﬂen wmunlwfons, if any, reqified in copjunétion, with (his
engagement. (for éxample, communication of significant deficlencies ang mnatefial weakresses or- other
matters to‘the audjt cormmitiee)-and am satisfied thet they meet PCAQOB slandards.

Dslafled Reviewer's Signature: | ] Date: [ l

Engagement Partner's Signatures [ ] : Date: (

Engagement Qusality Raviewer Signature: (| Date: | ]
Notes

® The PCAOB: has, noted. throughi is inspections: that supervision processes: within firms are nut appmpnatety'
robust, and that ‘supeniisory- responsibilities are not as clearly assignable as they should be: The PCACB is.

considering rulemaking or standard-setting that would require firmis fo “make and document clear assignments of
relevant swervisfon resppnsibliies throughout the frm.” Thé riles. and’ standards- conssdereu would ot create
any- new supervisory responsibilities; Ingtead they wauld cnly focus on the' clarlty of assigning supervisory
responsibllities. that are already required in practice. PCAOB Re!ease No. 2010-005, Application of the-"Failure to:
Supervise® Provision of the Sarbangs-Osley Act of 2002 and Solicitation of Comment on Rulemaking Concepts,
can be agcessad al  www.pcaobus.orgiRulesiRulemaking/Docket031/Raloase_2010-
OOS_Famlrd_tn__Supmvtse ;pdt. The PCAOB's 2012 standardseiing agenda anficipates that propased
aq:eﬁdmems dn:ie assignment 1 and dmmmmﬂ of ﬁmsupewisom respcnsibimies \m’ll be ‘asued inthe. ne.

_PCA-IR-4
(Continued)
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® The PCAOB has ndted tirough its inspections that supervision pracesses-within firms are not appropriately

iyt sl that supervisory responelbifiies ard not: as cleary assignable 4s they should be. The PCACH fs

gonsidering ruleraaking or standard-setting thal weuld require firms Yo "make and.document cleat assigriments of
relgvant supervision responsibilities throughout the. firm.* The rules. and standards considered would not create
any new supervisory tesponsibifiies; instead. they: would only focus, on the clarlty of Bssigning supervisory ;
respensitifities thef are elready required n practice. PCAQB-Release No. 2010-605, Applizafios of the: “Feilurs fo
Supervise® Provision of the Sarbanes-Oxley.Act 6f 2002-apd Sofliitatian ef Comiment on Rulgmaking Concepls,
san be accessed at 'WEMOBQ,OWMNWMWWMMMWJDQ&
005_Failure_to_Supervise.pdf. The. PCAGB's 2017 standard-setling .agenda anticipates ‘that proposed
amendnigrits-on the asgignment and dacumentation of fitm supenvisery responsibilities will be fssued in the pear
futare.

¢ Auditing.-Std. No. 7, Engagement Qualily. Review, requires an engagement quality review fordudits and reviews:
of interim finaricial information. Section. 1001 discusses the standard in-ifiore détail, On February 19, 2010, the
PCAOB issued a Staff Question and Answer, Auditing Std. No. 7, Engagenient Quality Review, addfessing an
example provided in the .adopling releass. for Auditing .Std, No. 7. Specifically, the Q&A poses the guestion' of :
‘whether the exsmple in-the‘adoptirig release suggesfts that the dacumentation requirements of-Auditing Std. No. 7
mandates {hiat afl interaclions between the engagement quality reviewer and the engagement team be
dogtimented, including thoes interactions before. a matler is determined to be a significant deficiency. The Q&A
concludes that all interactions aré not required to be documented. it notes that the example in the ‘&dopting
refease Hiustrated decumentation requirements of Auditing Std. No. 7 orice the revisiver has concluded that &
-significant-engagement defitiency exists. The-staff question-and danswer can be found on the: PGAOB's website at
www.pcaobus.orgfStandards/QandAJ2040-02-18_EQR_QA%20_2.pdf:

I significant engagement deficiency. inan review of interim financial information exists when. (1) the engagement
feain falled to perform intérim review: procedures necessary in the.circumstances of the engagement, (2). the
engagiement tearh reathed an indppropriate bverall conclusion on the subject matter of the engagermeiit, (3) the
erigagement report is"hot.appropriate in the circumstances, or (4)-the'firm Is not independeit of the client.

PCA-IR-4
(Continued) % /
¢
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2012

Or

[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 000-53835
NT D C
(Exact name of registrant as specified in its charter)

Nevada
State or other jurisdiction of LR.S. Employer
incorporation or organization Identification No.
1 Vine S Angele

(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code:
(203-644-6996)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class registered Name of each exchange on which registered
Not Applicable Not Applicable

Securities registered pursuant to Section 12(g) of the Act:

Common Stock
(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule
405 of the Securities Act. Yes | | No [X|

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13
or Section 15(d) of the Act. |_|

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months

(or

Source: MOON RI\'EH STUDIDS, INC.. 10-k. April ,e 2014 Pawerea oy Mormingstar ™ Document Research™
The information contaned herein may not be copiled, adap be accurate. completo or t:mely. The usar assumas aff risks for any da. cs or 1o anizing s f this informati
exvept o the extent wcﬁ damages or fossas cannot be limnod M excluded by apphcabh lpw. Past ﬂlml:ul performance is no gua‘l?nln of future results. ¥ camages orfosses 9 from any use of this in ron.




for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days.
Yes |X_| No |

Indicate by check mark whether the registrant has submitted electronically and posted on its
corporate Website, if any, every Interactive Data file required to be submitted and posted
pursuant to Rule 405 of Regulation S-T (section 232.405 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files)

Yes |X_| No|_

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation
S-K (ss. 229.405 of this chapter) is not contained herein, and will not be contained, to the
best of registrant's knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K. |X|

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated
filer, a non-accelerated filer, or a smaller reporting company. See definitions of "large
accelerated filer," "accelerated filer" and "smaller reporting company"” in Rule 12b-2 of the
Exchange Act. (Check One).

Large accelerated filer [ ] Accelerated filer []
Non-accelerated filer [ ] Smaller reporting company  [X]

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act). Yes | | No [X]

State the aggregate market value of the voting and non-voting common equity held by non-
affiliates computed by reference to the price at which the common equity was last sold, or
the average bid and asked price of such common equity, as of the last business day of the

registrant’s most recently completed second fiscal quarter. The market value of the
registrant’s voting $.001 par value common stock held by non-affiliates of the
registrant was approximately 30

Indicate the number of shares outstanding of each of the registrant’s classes of common
stock, as of the latest practicable date. The number of shares outstanding of the
registrant's only class of common stock, as of April 16, 2013 was 36,481,551 shares of
its $0.001 par value common stock.

Scmce MOON RIVER STUDIOS. INC.. i0-k, Apnl 1€. 2013

Powereo by Mormingstar * Bocument Resgarch®™
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Report of Independent Registered Public Accounting Firm

To the Board of Directors
Medient Studios, Inc.
Los Angeles, California

We have audited the accompanying balance shect of Medient Studios, Inc. (the “Company")

as of December 31, 2012, and the related statements of operations, changes in stockholders’
equity, and cash flows for the year then ended. 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 audit.

We conducted our audit in accordance with the auditing standards of the Public Company
Accounting Oversight Board (United States). 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 audit
provides 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 Medient Studios, Inc. and subsidiaries as of December 31,
2012, and the results of its operations and its cash flows for the year then ended, in
conformity with accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company
will continue as a going concern. As discussed in Note 1, the Company will require
additional capital to develop its business until the Company either (1) achieves a level of
revenues adequate to generate sufficient cash flows from operations; or (2) obtains
additional financing necessary to support its working capital requirements. These
conditions raise substantial doubt about the Company’s ability to continue as a going
concern. Management's plans in regard to these matters are also described in Note 1. The
financial statements do not include any adjustments that might result from the outcome of
this uncertainty.

We were not engaged to examine management’s assessment of the effectiveness of the

Company's internal control over financial reporting as of December 31, 2012, included in
the Form 10-K and, accordingly, we do not express an opinion thereon.

The Hall Group, CPAs )
Dallas, Texas
April 15, 2013

3
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Powered by Momingstar * Document Ressarch™

The information contained herein may not be copied. adspted or distril and is not v {0 be sccurate. complete or timely. The user assumces alt risks for eny damages or losses arising from eny use of this information,

axvept (o the extent such damages of Josses cannot be limited or by . Past tinzsnaral isnog af







PCA (10/12) 1

Index [WPRef]
PCA-CX-14.1: Supervision, Review, and Approval Form
Company: [Client-Neme} ,M a/ﬂ' Balance Sheet Date: [Engagement Date] (¢ /? / //L-

Instructions: This form lists review procedures that are generally performed prior to the dating and issuance of
reports and other communications. ® It is intended to assist in performing and documenting the review. The
auditor's report on the financial statements should not be dated earlier than the date on which sufficient audit
evidence has been obtained to support the auditor's opinion. Sufficient appropriate audit evidence includes
evidence that the audit documentation has been reviewed. See section 810 for a discussion.

The authors believe that the first three sections of this form (the “Detailed Review,” “Engagement Partner
Review,” and the “Engagement Quality Control Review”) should typically be completed on or before the date of
the auditor's report. The remaining sections should be completed prior to the issuance of the related report or
communication. The workpapers should indicate who reviewed specific audit documentation and the date of the
review. Where necessary, use the “Comments/Date” column or a memorandum fto further specify the
workpapers reviewed. Any item answered “No" should be explained in the "Comments/Date” column or in an
attached memorandum. File thisiform in the General File.

Comments/
Yes | No | N/A Date

Detailed Review
To be performed by the staff in charge of fieldwork.

1. | have reviewed all workpapers prepared by the personnel in my
charge on this engagement. All workpapers. are complete, properly
headed, indexed, and cross-referenced. All workpapers indicate the
individuals who performed the work, when the work was completed,
the person who reviewed the work, and the date of the review. Based
on my review, | am satisfied that the workpapers provide a clear
understanding of the work performed, the audit evidence obtained and
its source, and the conclusions reached.

2. | have reviewed the permanent file and general file, and all relevant
information has been incorporated or cross-referenced.

N

3. | have reviewed our documented risk assessment procedures and am
satisfied that we have adequately identified risks of material
misstatement at the financial statement and assertion levels and
appropriately developed and linked responses to such risks through
our audit plan and programs.

BN

4. | have compared the work performed, as evidenced by our
workpapers, with the procedures called for by the audit programs and
am satisfied that the objectives of the programs have been achieved
and that our audit(s) of the financial statements and internal control (if
applicable) comply with the requirements of the programs and support /
the basis for our conclusions concerning every relevant assertion of
every significant account and disclosure.

AN

5. | have determined that the workpapers have been compared with
supporting accounting records, and find that satisfactory audit
recognition has been given to all asset, liability, equity, income, and /
expense accounts. v

_ PCA-CX-14.1
PCAOB David Hall 010_?th
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Comments/

) Yes | No | N/A Date

6. | have reviewed the completed audit programs and am satisfied that
our audit{s) of the financial statements and internal control (if
applicable), as evidenced by the workpapers reviewed by me, are
sufficient and appropriate to support the auditor's report(s) and were
conducted in accordance with the standards of the Public Company 4
Accounting Oversight Board (PCAOB), applicable legal and regulatory
requirements, and the firm’s quality control policies and procedures.

=<

7. | have determined that all required checklists and audit programs have
been completed. All questions, exceptions, or notes, if any, posed
during the audit have been followed up and resolved, and review notes
and “to do” lists have been handled in accordance with firm policy.

8. 1 have determined that the underlying accounting records have been
agreed or reconciled to the financial statements, including disclosures.

9. | have obtained a review of the tax accrual and provision by the tax
department and included their approval in the workpapers, if
applicable.

10. 1 have reviewed the legal represeniation and management
representation letters for consideration of all important matters.

ANANEANAN
|
|

11. | have reviewed the summary of accumulated misstatements and
considered quantitative and qualitative factors and am satisfied that
uncorrected misstatements, individually and in the aggregate, do not
cause the financial statements taken as a whole to be materially
misstated.

N

12. When applicable, | have obtained and reviewed the documentation
required by Auditing Std. No. 3 relating to work performed by other
auditors and have considered matters impacting the audit of the
consolidated financial statements and resolved all issues to my
satisfaction.

13. | have prepared or reviewed the engagement completion document
and am satisfied that it adequately addresses significant findings and
issues identified during the audit.

I\I\

14. | have determined that all matters required to be documented by /-
Auditing Std. No. 3 have been satisfactorily documented in the
workpapers.

AN

15. | have reviewed the financial statements and am satisfied that they
meet accepted standards of presentation and disclosure and are clear
and understandable. A financial statement disclosure checklist has
been completed.

AN

AN

16. | have reviewed our report(s) on the audit(s) of the financial statements
and internal control (if applicable) and am satisfied that they are
appropriate in the circumstances and properly express our opinion(s)
in accordance with PCAOB standards.

N

17. 1 have read the other information in the SEC filing document in which
the financial statements and audit reports are to be included and am
satisfied that the other information is not materially inconsistent with
information in the financial statements.

18. | have maintained my independence throughout the performance of the
audit.

AN
N\
|

PCA-CX-14.1 .
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Engagement Partner Review

I have reviewed the planning documents and am satisfied with the
conclusions reached related to the risk assessment and scope-setting
process and that the audit programs have been appropriately tailored
to respond to the risk assessment.

| have reviewed all workpapers prepared by the personnel in my
charge on this engagement that were not reviewed as a part of the
detailed review.

I have also reviewed sufficient additional workpapers to be satisfied
with the adequacy of our audit(s) of the financial statements and
internal control (if applicable) and with the detailed review. | am
satisfied that the work was performed and documented; the objectives
of the procedures were achieved, and the results of the work support
the conclusions reached.

I have reviewed the completed audit programs and am satisfied that
the audit evidence obtained, as evidenced by the workpapers reviewed
by me, is sufficient and appropriate to support our audit(s) of the
financial statements and internal control (if applicable) and auditor’s
report(s) and were conducted in accordance with PCAOB standards,
applicable legal and regulatory requirements, and the firm's quality
control policies and procedures.

I have reviewed the legal representation and management
representation letters for consideration of all important matters.

| have reviewed the summary of accumulated misstatements and
considered quantitative and qualitative factors and am satisfied that
uncorrected misstatements, individually and in the aggregate, do not
cause the financial statements taken as a whole to be materially
misstated.

When applicable, | have considered and reviewed, where appropriate,
the documentation required by Auditing Std. No. 3 relating to work
performed by other auditors, including an engagement comipletion
document, and have satisfied myself that matters impacting the audit
of the consolidated financial statements have been appropriately
considered and resolved.

I have reviewed the engagement completion document, which
adequately addresses any significant findings and issues identified
during the audit. | am satisfied that consultation has occurred in all
areas required by firm policy and any other areas deemed necessary,
the nature and scope of consultations have been documented, and the
resulting conclusions have been documented and implemented. in
addition, | am satisfied that any differences of opinion were properly
resolved and documented, that the documentation addresses the
considerations involved in the resolution, and that the final resolution
was implemented.

The audit documentation provides evidence of the elements of the
audit work | have reviewed and when my review occurred.

Comments/
Yes | No | N/A Date

AN NUAN

| <

v
-

PCA-CX-14.1
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10.

1.

12.

13.

14.

15.

16.

17.

18.

I have communicated to the engagement team the importance of
exercising professional skepticism. | have ascertained that there has
been appropriate communication among the engagement team
throughout the audit(s) of the financial statements and internal control
(if applicable) regarding significant matters affecting risks of material
misstatement.

| have reviewed the financial statements and am satisfied that they
meet accepted standards of presentation and disclosure, have been
prepared in conformity with generally accepted accounting principles
consistently applied, and are clear and understandable.

| have read the other financial information in the SEC filing document
in which the financial statements and audit reports are to be included
and have not noted material inconsistencies with information in the
financial statements.

I have maintained my independence throughout the performance of the
audit (including not receiving or earning compensation for procuring
engagements to provide other services to the audit client).

I have reviewed all services provided to this client to ensure that all
services have been approved by the audit committee and that there
are no independence issues.

| have complied with the partner rotation requirements of SEC Release
No. 33-8183.

| have reviewed our report(s) on the audit(s) of the financial statements
and internal control (if applicable) and am satisfied it (they) is (are)
appropriate in the circumstances and properly express(es) our
opinion(s) in accordance with PCAOB standards and | approve the
issuance of our report(s).

| have identified all required audit committee communications and have
communicated appropriate matters on a timely basis. | have ensured
that such communications and the method of communication have
been sufficiently documented in the workpapers. b

| acknowledge my responsibility for the engagement and its
performance, and | have fulfilled-fhy respo ibilit};’. ,
£

Yes | No

<

AN

:/“

N/A Y

Comments/
Date

Engagement Partner’s Signature: [ [J

e =i

Engagement Quality Review °

The preceding sections of this form have been completed to my
satisfaction.

| possess the competence, independence, integrity, and obijectivity to
perform the engagement quality review (EQR).

| have complied with the partner rotation requirements of SEC Release

No. 33-8183.

PCA-CX-14.1
(Continued)

Yes | No

4
*
Y

N/A

Comments/
Date
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10.

1.

12.

13.

14,

15.

16.

| have discussed the significant judgments made by the engagement
team, and the related conclusions reached, with the engagement
partner and other members of the engagement team and have
reviewed related documentation.

I have evaluated the significant judgments related to—

a. The firm's recent engagement experience with the company and
risks identified in the client acceptance and retention process.

b. The company’s business, recent significant activities, and related
financial reporting issues and risks.

c. The judgments made about materiality and the effect of those
judgments on the engagement strategy.

| have evaluated the engagement team’s assessment of and audit
responses to, significant risks identified by the engagement team,
including fraud risks and other significant risks identified by my
engagement quality review.

I have evaluated the significant judgments made about the materiality
and disposition of corrected and uncorrected identified misstatements,
and the severity and disposition of identified control deficiencies.

1 have reviewed the engagement team’s evaluation of the firm’s
independence in relation to the engagement.

I have reviewed the engagement completion document.

| have confirmed with the engagement partner that there are no
significant unresolved matters, including unresolved matters relating to
significant unusual transactions.

I have reviewed the financial statements, management's report on
internal control, and the related engagement report.

I have read other information in documents containing the financial
statements and evaluated whether the engagement team has taken
appropriate action with respect to any material inconsistencies with the
financial statements or material misstatements of fact of which | am
aware.

| have evaluated whether appropriate consultations have taken place
on difficult or contentious matters or significant unusual transactions,
and reviewed the documentation, including conclusions, of any such
consultations.

I have evaluated whether appropriate matters have been
communicated on a timely basis (or identified for communication) prior
to the issuance of our audit report to the audit committee,
management, and other parties such as regulatory bodies.

I have evaluated whether, and concluded that, the engagement
documentation have | reviewed indicates that the engagement team
responded appropriately to significant risks and supports the
conclusions reached by the engagement team with respect to the
matters reviewed.

The documentation of my engagement quality review meets the
requirements of Auditing Std. No. 3, Audit Documentation, and
identifies the documents | reviewed. The documentation of the
engagement quality review—

< B b = K<

B P KB e

>

>

e

¥

No

N/A

Comments/
Date

PCA-CX-14.1
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Comments/
Yes [ No [ N/A Date
a. Contains sufficient information to enable an experienced auditor,
having no previous connection with the engagement, to )<
understand the procedures | performed. AN N
b. ldentifies me as the engagement quality reviewer and others who
assisted me. }(__ N
c. ldentifies the documents | reviewed, which include the following:
L] See Mbove .Y
d. Identifies the date | provided concurring approval of issuance or, if
no concurring approval of issuance was provided, the reasons for _
not providing the approval. }_ .
e. Meets the requirements related to retention and subsequent
changes to documentation in PCAOB Auditing Std. No. 3, Audit
Documentation. _X_ N
17. Based on my review, | am not aware of a significant engagement
deficiency. ¢ >_<_ —_ ] —
18. | approve issuance of the report for this engagement. ° _)£ I
Engagement Quality Reviewer's Signature: @‘i/ é_@ati[ | j/({/{}
Comments/
Yes | No | N/JA Date
Partner Signing Auditor’s Report(s) ,
1. The preceding review sections of this Supervision, Review, and / :
Approval Form have been completed. v /_ .
2. | have signed the auditor's report(s) n the financial statements. /
Date of the Auditor's Report] 7 = —
Report Distribution:
Report Title No. of Copies Sent to Date Sent
[ ] [ ] [ ] [ 1
[ 1] (] [ ] [ ]
[ ] [ ] [ ] [ ]
[ ] [ ] ] [ ]
[ ] [ 1] [ ) [ ]
Completed by: [ ] Date: [ ]

Other Reports and Communications

1. | have reviewed all other reports or communications required in conjunction with this audit(s) (for example,
communication of significant deficiencies and material weaknesses or audit-related matters to the audit
committee) and am satisfied that they B dards. f

Dat 1§ 3
ate:

Detailed Reviewer's Signature: [ ' o
Date[ ] »(/{{ y,

Engagement Partner’s Signature: ¢ | : .
Date:
Ot "
PCA-CX-14.1

Engagement Quality Reviewer Signatur
(Continued)

PCAOB David Hall 010691




PCA (10/12) 7

2. The preceding step has been completed, and | have signed the following report(s):
Report Title No. of Copies Sent to Date Sent

[ ]
[
[
[

—— e ——
[ S SN |

[
[
[
[
[

(O
—— ———

Signature of Partner Signing the Report: [ \{ / Date: [ ] 1./ /
/3113

Notes

® The PCAOB has noted through its inspections that supervision processes within firms are not appropriately
robust and that supervisory responsibilities are not as clearly assignable as they should be. The PCAOB is
considering rulemaking or standard-setting that would require firms to “make and document clear assignments of
relevant supervision responsibilities throughout the firm.” The rules and standards considered would not create
any new supervisory responsibilities; instead, they would only focus on the clarity of assigning supervisory
responsibilities that are already required in practice. PCAOB Release No. 2010-005, Application of the “Failure to
Supervise” Provision of the Sarbanes-Oxley Act of 2002 and Solicitation of Comment on Rulemaking Concepts,
can be accessed at www.pcaobus.org/Rules/Rulemaking/Docket031/Release_2010-
005_Failure_to_Supervise.pdf. The PCAOB's 2012 standard-setting agenda anticipates that proposed
amendments on the assignment and documentation of firm supervisory responsibilities will be issued in the near
future.

® Auditing Std. No. 16, Communications with Audit Committees, requires the auditor to communicate certain
matters with the audit committee. All required audit committee communications specified by the standard should
be made in a timely manner and prior to the issuance of the auditor's report. The timing of a particular
communication depends on factors such as the significance of the matter and corrective or follow-up action
needed, unless other timing requirements are specified by PCAOB rules or securities laws. Communications,
whether written or oral, must be documented in the workpapers, along with the manner of communication.
Auditing Std. No. 16 is effective for audits of fiscal years beginning on or after December 15, 2012. The standard
is discussed in further detail in section 812 .

® Auditing Std. No. 7, Engagement Quality Review, requires an engagement quality review for audits and reviews
of interim financial information. Section 810 discusses Auditing Std. No. 7 in more detail. On February 19, 2010,
the PCAOB issued a Staff Question and Answer, Auditing Standard No. 7, Engagement Quality Review,
addressing an example provided in the adopting release for Auditing Std. No. 7. Specifically, the Q&A poses the
question of whether the example in the adopting release suggests that the documentation requirements of
Auditing Std. No. 7 mandates that all interactions between the engagement quality reviewer and the engagement
team be documented, including those interactions before a matter is determined to be a significant engagement
deficiency. The Q&A concludes that all interactions are not required to be documented. It notes that the example
in the adopting release illustrated documentation requirements of Auditing Std. No. 7 once the reviewer has
concluded that a significant engagement deficiency exists. The staff question and answer can be found on the
PCAOB's website at www.pcaobus.org/Standards/QandA/2010-02-19_EQR_QA%20_2.pdf.

¢ A significant engagement deficiency in an audit exists when (1) the engagement team failed to obtain sufficient
appropriate evidence in accordance with PCAOB standards, (2) the engagement team reached an inappropriate
overall conclusion on the subject matter of the engagement, (3) the engagement report is not appropriate in the
circumstances, or (4) the firm is not independent of the client.

® If concurring approval of issuance is not provided, the reasons for not providing the approval should be
documented.

PCA-CX-14.1
PCAOB David Hall difeiginued)



the common stock on December 31, 2012 (the last business day of the registrant’s most recently completed second fiscal quarter) was approximately
$43,067,018. For purposes of this computation, all officers, directors and 10% beneficial owners of the registrant are deemed to be affiliates. Such
determination should not be deemed an admission that such officers, directors or 10% beneficial owners are, in fact, affiliates of the registrant.
Number of common shares outstanding as of October 15, 2013 was 219,276,228,

DOCUMENTS INCORPORATED BY REFERENCE

Listed below are documents incorporated herein by reference and the part of this Report into which each such document is incorporated:

None

Source: Seven Ans Enteriainmert Inc., 10-K, Gctober 15, 2013 Powerea oy Morningstar * Dvcumert Ressarch™
The information contained horein inay not be copicd. adapted or distributed and is not \urnmod to be accurate. wmplewof l&mdy The use' assumos all risks tor 2ny damagcs or losscs anising from any use of this information,
wroept to the extent such demages or losses cannot be Limited or y faw. Past Hinancial p




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Seven Arts Entertainment, Inc. (formerly Seven Ants Pictures, Plc.)

We have audited the accompanying consolidated balance sheets of Seven Arts Entertainment, Inc. (formerly Seven Arts Pictures, Plc.) as of June 30, 2013 and
2012, and the related consolidated statements of operations and comprehensive income, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes cxamining, on a test basis, cvidence 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.

We were not engaged to examine management's assertion about the effectiveness of Seven Arts Entertainment, Inc.’s intemal control over financial reporting as
of June 30, 2013 and 2012 and, accordingly, we do not express an opinion thereon.

The accompanying financial statements have been preparcd assuming that the Company will continuc as a going concern. As discussed in Note | to the
financial statements, the Company has suffered recurring losses from operations and has a net capital deficiency that raises substantial doubt about its ability
to continue as a going concemn. Management's plans in regard to these maitters are also described in Note 1. The financial statements do not include any
adjustments that might result from the outcome of this unccrtainty. Our opinion is not modificd with respect to this matter.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Seven Arts
Entertainment, Inc. (formerly Seven Arts Pictures, Plc.) as of June 30, 2013 and 2012, and the results of its operations, comprehensive income and cash flows
for the years then ended in conformity with accounting principles generally accepted in the United States of America.

Is/ The Hall Group, CPAs
The Hatl Group, CPAs
Dallas, Texas

October 15, 2013

F-2

Source: Seven Arts Entertainment big., 10-K, October 15, 2013 Powered ty Mornngstar® Document Ressarch™
Theisformation contained herein may not be copied, adapted or di and is not 10 be accurate. complote or timely. Yhe usor assumes all risks for any damagos or losses ariting from any use of this information,
&xTep! to the extent such damages or losses cannot be kmited of by it iaw. Past tinancial isnog ! future results.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K/A
1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2013
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 001-34250

COVEl AR

SEVEN ARTS ENTERTAINMENT INC.
(Formerly Seven Arts Pictures. PL.C)

(Exact name of Registrant as specified in its charter)

Nevada 45-3138068
(State of Incorporation) (L.R.S. Employer Identification No.)

8439 Sunset Blvd., Suite 402
Los Angeles, California 90069
(Address of principal exccutive offices) (Zip Code)

Registrant's telephone number: Phone: (323) 372-3080; Fax: (323) 389-0664

Securities registered pursuant to Section 12(b) of the Act:
None

Securities registered pursuant to Section 12(g) of the Act:

Common Stock: $0.01 Par Value
(Title of Class)

Indicate by check mark if the registrant is a well-known scasoned issucr, as defined in Rule 405 of the Securities Act.  Yes ONog
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [0 Noao

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements
for the past 90 days. Yeso No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232,405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yeso No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation 8-K (§ 229.405 of this chapter) is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or

any amendment to this Form 10-K. o

Indicate by a check mark whether the Registrant is a large filer, an accredited filer, non-accredited filer, or a smaller reporting company. See the definitions of
“large accredited filer”, “accredited filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange Act.

Large accredited filer O Accredited filer O
Non-accredited filer O Smaller reporting company o

Suven Arts Entgriainment Ing., 10-K/A, Ocioozr 21 dosningsiar DJocumen; Ragea-ch™
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O Noo
The aggregate market value of common stock, par value $0.01 per share, held by non-affiliates of the registrant, based on the average bid and asked prices of
the common stock on December 31, 2012 (the last business day of the registrant’s most recently completed second fiscal quarter) was approximately
$43,067,018. For purposes of this computation, all officers, directors and 10% beneficial owners of the registrant are deemed to be affiliates. Such
determination should not be deemed an admission that such officers, directors or 10% beneficial owners are, in fact, affiliates of the registrant.
Number of common shares outstanding as of October 15, 2013 was 219,276,228,

DOCUMENTS INCORPORATED BY REFERENCE

Listed below are documents incorporated herein by reference and the part of this Report into which each such document is incorporated:

None

. Y - - - g
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Seven Arts Entertainment, Inc. (formerly Seven Arts Pictures, Plc.)

We have audited the accompanying consolidated balance sheets of Seven Arts Entertainment, Inc. (formerly Seven Arts Pictures, Plc.) as of June 30, 2013 and
2012, and the related conselidated statements of operations and comprehensive income, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits 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
prescntation. We believe that our audits provide a reasonable basis for our opinion.

We were not engaged to examine management’s assertion about the effectiveness of Seven Arts Entertainment, Inc.'s internal control over financial reporting as
of June 30, 2013 and 2012 and, accordingly, we do not express an opinion thereon.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note | to the
financial statements, the Company has suffered recurring losses from operations and has a net capital deficiency that raises substantial doubt about its ability
to continue as a going concern. Management's plans in regard to these matters are also described in Note 1. The financial statements do not include any
adjustments that might result from the outcome of this uncertainty. Our opinton is not modificd with respect to this matter.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Seven Arts
Entertainment, Inc. (formerly Seven Arts Pictures, Plc.) as of June 30, 2013 and 2012, and the results of its operations, comprehensive income and cash flows
for the years then ended in conformity with accounting principles generally accepted in the United States of America.

/s/ The Hall Group, CPAs
The Hall Group, CPAs
Dallas, Texas

October 15, 2013

F-2
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As filed with the Securities and Exchange Commission on September 17, 2008
File No. 333-145831

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-1/A
Amendment No. 4

REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

SURFACE COATINGS, INC.
(Exact name of registrant as specified in its charter)
Nevada 5039
(State or jurisdiction of incorporation or (Primary Industrial Classification Code No.) (LR.S. Employer Identification No.)

organization)

2010 Industrial Blvd, Suite 605, Rockwall, Texas 75087 _(972)722-7351

(Address, including the ZIP code & telephone number, including area code of Registrant's principal executive office)

Industrial Blvd, Suite 605, Rockwall, T 72)722-73
(Address of principal place of business or intended principal place of business)

Richard Pietrykowski
010 Industrial Blvd, Suite 605, Rockwall, Texas 7 72) 722-735
(Name, address, including zip code, and telephone number, including area code of agent for service)

Copies J Hamilton McMenamy
to: Law Offices of J. Hamilton
McMenamy, P.C.
8222 Douglas, Suitc 850
Dallas, Texas 75225
(214) 706-0938 Tel
(214) 550-8179 Fax

Approximate datc of commencement of proposcd salc to the public: As soon as practicablc after the cffective date of this Registration Statement.

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and list the
sccurities Act registration number of the carlier effective registration statement for the same offering. |_|

Saurce: SURFACT CDATINGS, INC.. S-1-A, September 17, 2008 Powerec by Morningstar ™ Document Jesearch™
The informatian contained herein may not be capied, sdapied or distributed 2nd is not warranted to be accurste. complelo or timoly. The user assumes 3! risks for any damagas or losses arising from any use of this information,
except fo tho extent such damages of losses cannot be mited or excluded by applicadle law. Past financisl performance is no guarantes of future results.



Ifthis Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the securities Act

registration number of the earlier effective registration statement for the same offering. |_|

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the securities Act

registration number of the earlier effective registration statement for the same offering. |_|

If delivery of the prospectus is expected to be made pursuant to Rule 434, check the following box. |_|

CALCULATION OF REGISTRATION FEE

Title of Each Class

of Securities Amount to be Proposed Offering Price Minimum/Maximum Proposed Amount of

to be Registered Registered Aggregate Offering(l) Registration Fee
Common stock,

$0.001 par value

Minimum 150,000 $ 75,000 $10
Maximum 1,000,000 $500,000 $64
Total maximum 1,000,000 $500,000 S$64

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the Registrant shall file a
further amendment which specifically states that thc registration statcment shall hereafter become effective in accordance with Section 8(a) of the Sccuritics
Act of 1933 or until the registration statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a), may determine.

The sccuritics being registercd on this Form arc to be offered on a delayed or continuous basis pursuant to Rulc 415 undcr the Sccuritics Act 0f 1933.X]

(1) Estimated solely for the purpose of calculating the registration fee.

Source: SURFACE COATINGS. INC.. S-1/A, Septembet 17, 2008

Pewered by Moringstar™ Jocument Aessarch™

Tho information contained herein sy not be copled. sdapted or distributad and is not warranted (o be accurate. complote or timely. The user assumcs aif risks for sny damages or losses ensing from any use of this information,

except to the extent tuch dsmages of losses cannot be kimitod or excluded by spplicable law. Past tinancial performance is no guarantee of future results.



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Surface Coatings, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Surface Coatings, Inc. as of December 31, 2007 and 2006 and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supponting 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 consolidated financial statements referred to above present fairly, in all material respects, the financial position of Surface Coatings, Inc.
as of December 31, 2007 and 2006 and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concem. As discussed in Note 8 to the
financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company either (1)
achicves a level of revenues adequate to generate sufficient cash flows from opcrations; or (2) obtains additional financing nccessary to suppont its working
capital requirements. These conditions raise substantial doubt about the Company’s ability to continuc as a going concem. Management’s plans in regard to
these matters are also described in Note 8. The financial statements do not include any adjustments that might result from the outcome of this uncentainty.

As discussed in Note 9, the consolidated financial statements, the Company cormected an error and restated previously issued financial statements.

al CP
The Hall Group, CPAs
Dallas, Texas

February 8,2008

Saurce: SURFACE COATINGS, INC.. S-1°A, Septemoer 17. 2008 Peweres oy Mormngstar ™ Document Jesearch™
fOrmat tained h 1 be copiod. adapted or distributed and is nof warranted (o be accurale. compicte or timely. The user &l risks Tor an: or losses arising from any use of this information,
m 10 m.io':':no:s such du::a“:ryl:;u cannot be kan’;nnd or axcluded by spplicable law. Past linancis porformance is no gurantoe of future results. Y
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
[ X JANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31,2008
OR
[ JTRANSITION REPORT UNDER SECTION 13 OF 15(d) OF THE EXCHANGE ACT OF 1934

From the transition period from to

Commission File Number 333-145831

SURFACE COATINGS, INC,
(Exact name of small business issuer as specified in its charter)
Nevada
(State or other jurisdiction of incorporation or (IRS Employer Identification No.)
organization

2010 Industrial Blvd., Suite 605, Ro 7
{Address of principal executive offices)

(972)722-7351

(Issuer's telephone number)

' NA
(Former name, former address and former fiscal year, if changed since last report)

Sccuritics registered pursuant to Scction 12(b) of the Act: NONE
Securities registered pursuant to Section 12(g) of the Act: Common Stock

Indicate by a check mark if the registrant is a well-known scasoned issuer, as defined by Rule 405 ofthe Sccuritics Act. Yes [ ] No [X]
Indicate by a check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Securities Act. Yes [ ] No [X]

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (s229.405 of this chapter) is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part [Il of this Form 10-K or
any amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrant (1) filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act during the past 12 months
(or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requircments for the past 90 days:. Yes [

X] No[ 1}

Source: SURFACE COATINGS. INC., 10-k March 3:. 2069 Poweres oy Moringstzr © Socument Ressarsl:™
The information contained herein may not be copied. ad2pted or i and is not 10 be accurstc complete of timely. The user assumes all risks ior any damages or losscs arising from any use of this information,
exrccpl to the extent such damages OF losses cannot be Emited or by law. Past linancig) i3 no gl of fut: its.




Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company™ in Rule 12b-2 of the Exchange Act:

Large Accelerated Filer[ ]. Accelerated Filer [ ).

Non-Accelerated Filer[ ). Smaller Reporting Company [X]
Indicate by a check mark whether the company is a shell company (as defined by Rule 12b-2 of the Exchange Act: Yes[ ] No [X1.

As of March 1,2009, there were 5,102,100 shares of Common Stock of the issuer outstanding.

2
N . o, S
Sousce: SURFACE COATINGS, INC., 10-K, March 31, 2008 it Pozered:g rming ~ roma' en n“m
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Surface Coatings, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Surface Coatings, Inc. as of December 31, 2008 and 2007 and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits 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.

We were not cngaged to cxaminc management’s asscrtion about the effectiveness of Surface Coatings, Inc.’s intcrnal control over financial reporting as of
December 31,2008 and 2007 and, accordingly, we do not express an opinion thereon.

In our opinion, the consolidated financial statcments referred to above present fairly, in all material respects, the financial position of Surface Coatings, Inc.
as of December 31, 2008 and 2007 and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concem. As discussed in Note 11 to the
consolidated financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company
cither (1) achicves a level of revenues adequate to gencrate sufficient cash flows from opcrations; or (2) obtains additional financing necessary to support its
working capital requirements. These conditions raise substantial doubt about the Company'’s ability to continue as a going concem. Management’s plans in
regard to these matters are also described in Note 11. The financial statements do not include any adjustments that might result from the outcome of this

uncertainty.

Is/ a P
The Hall Group, CPAs
Dallas, Texas

February 10,2008

F-l
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Surface Coatings, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Surface Coatings, Inc. as of December 31, 2609 and 2008, and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of materia)
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.

We were not engaged to examine management's assertion about the effectiveness of Surface Coatings, Inc.’s intemal control over financial reporting as of
Deeember 31, 2009 and 2008 and, accordingly, we do not cxpress an opinion thercon.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Surface Coatings, Inc.
as of December 31, 2009 and 2008, and the results of its opcrations and its cash flows for the ycars then ended in conformity with accounting principles
generally accepted in the United States of America.

The accompanying financial statcments have been preparcd assuming that the Company will continuc as a going concermn. As discussed in Note 8 to the
financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company either (1)
achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to support its working
capital requirements. These conditions raisc substantial doubt about the Company’s ability to continuc as a going concem. Management’s plans in regard to
these matters are also described in Note 8. The financial statements do not include any adjustments that might result from the outcome of this uncenainty.

/s/_The Hall Group, CPAs

The Hall Group, CPAs
Dallas, Texas
March 29, 2609
F2
Source: SURFACE COATINGS. INC.. 10-K, March 30, 2010 Povered oy Momingstar™ Qocument Reseaich™
The information contained herein may not be copied. sdapted or distributed and is not wmm(«l t0 be accurate. complete of timicly. Tho user &l risks for any or kosses ansing from any use of this information,
ereep! 10 the extent such damages or losses cannot be limited or by Past tinancist p isnog f future results.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Management of
Surface Coatings, Inc.
Rockwall, Texas

We have audited the accompanying consolidated balance sheets of Surface Coatings, Inc. as of December 31, 2010 and 2009, and the related consolidated
statements of operations, cash flows and stockholders’ equity for the years then ended. 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 of these financial statements in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, cvidence 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.

We were not engaged to examine management’s assertion about the effectiveness of Kingdom Koncrete, Inc.’s intemal control over financial reporting as of
December 31,2010 and 2009 and, accordingly, we do not express an opinion thereon.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Surface Coatings, Inc.
as of December 31, 2010 and 2009, and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally aceepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 9 to the
financial statements, the Company has suffered significant losses and will require additional capital to develop its business until the Company cither (1)
achieves a level of revenues adequate to generate sufficient cash flows from operations; or (2) obtains additional financing necessary to support its working
capital requirements. These conditions raise substantial doubt about the Company's ability to continue as a going concem. Management’s plans in regard to
thesc matters are also described in Note 9. The financial staicments do not includc any adjustments that might result from the outcome of this uncenainty.

{s/ The Hall Group, CP.
The Hall Group, CPAs
Dallas, Texas

March 2,2011

11
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“Company: Surface Ceatirigs

PCA-IR-4:-Supervisian, Review; and Approval Forin—intériin Review

Balance Sheet Date;. 0613112013

Index [WPRe1

Instructlons: This form should be completed prior to dating and issuance of the signed-accountant's review
report. Any flemr answered "No? should be explained in the "Comments” column or in an aitached

memorandum.

Detallett Roview "

To be-performed by the staff in charge of fieldworks.

1.

| have reviewed all workpapers. prepared by the personnel in-my charge
on this engagement. All workpapers are complete, properly headed;
indexed, end cross-referenced. All workpapers indicate. the Individuals

‘who pe:formed tha work; when the work was completed, the person'who

reviewed the work; and the Hateof the review. Based on my:review, | am
satisfied that the workpapers provide a clear understanding of the work
perfarmed, the evidence obtalned and its source, and the conclusions
reached.

{ have compared the work performed as evidenced by our workpapers
wih the procedures called for by the interim review program and am
satisfied that the ebjectives: of the. pragram have been achisved and our
review oompll% with the requirements of the program and supports the
basis for our-review report.

. | have-determined.that the interim-financial information has been agreed

or reconclled to supporting accsunting records.
{ have reviewed the completed interim review program and am satisfied

that our review, as evidenced by the workpapers reviewed by nig, is.
sufficlent and appropriate to support ‘the' interim review report, if

applicable, and was conducled in accordance with the standards of the
Public-Company Accoupting Oversight Board (PCAQR), applicable lzgal

" und regulatory requlfements, and the fimr's qualfly contro) policles and

‘procedures.

I.have determined that alf required checklists and programs: have been
oompleted. All questions, exceptions, or moles, if any; posed during the
reyiew. have been followed up:and resolved, and review notes aad °to
do* lsts have been hapdled in acoordance with fimn policy,

1.have reviewed live managerment representation letter for consideration
ofall important mafters.

I have reviewed. the summary of unadjusted likely misstatements and
considered quanﬂlaﬁVe and qualltative factors and am satisfied that the;
tikely misstatements, individyally and in the sggregate, do not rqaterlally
affet the ﬁuerim fi nancial information such that a mpciiﬁcatton of-the
revigw reportls required. -

1 haye praparad or reviewed the engagement oomplet:en document and
@m safisfied that j adequately addresses sigificant findings and jssues
Idelitiffed duririg the teview.

1Yes|

No

| N/A

Comiments-

‘PCA4R4

L]

LN ’(:‘
3
~

&
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9. | have determined that ail’ malters required to be documenied by
Auditing Std. No. 3 have been safisfactorlly documentéd in the

workpapers.

10..1 have reviewed the interim ﬁnauctal mfermahon and am not avrare. of
any- material modifications. thaf shoufd be made for them o mest, the
accepted, standardls of ‘presentation and .disclosure fo be prepared in
gonforily with generally accepted accounting principles: for Interim
financial information consistently applled. An interim review financial
statement disclosure checkfisthas been completed.

11. 1 have read the otherinformation in the SEC fi lling document in which the
interim ‘financial informafion s fricluded and sm satisfied Mhat the other
information_Is- not materially inconsistent with the Interih fiania)
information.

12. | have mgintained my’ mdependenoe throughout the performange of the
feview,

13. | have reviewed the interim.review report, if applicable, and am ‘satisfied
it is appropriate in the circumstances and presented in accordance with
PCAQR standards.

Yes

No

NIA

Comments:

P

Completed by: { ] Date: |

Engagement Partner Review ®

1. | hiave reviewed all workpapers prepared by the personnel in my.charge
ori‘this engagement that ‘were not reviewed. as .a part of the detailed
review.

2. | have also reviewed sufficient additional workpapers to be satisfied with
the adequacy of our inferim review. | am satisfied that the' work was.
perfarmed and documented, the objectives of the procedures were
achieved, and the resulis of the work support the conclusions teached.

3. | have réviéWed the compléted review progisnt and am satisfied: that our .

" revisw, as evidenced by the Wwérkpapars reviewed by me, is sufficlent
-and ‘apprapiiate to support the interifm review feport, If applicable, and
was condicted in. agcordance with sfandards of the Pulilic Company
Acegufiing Oversighit Board (PCAOBJ, applicable legal and: !egulatory
requiréments, 2nd the firm's quality.cofitrol policiss ard procédures:.

4. ) have feviewed the management-representatipn letter fo considerdfion
of all impotrtant matters.

&, | have reviewed the sumniary of unadjusted llkely misstetements and
considered quantitative and quialitative factors and am satisfied that the.
likely misstatements, individually and in the aggregate, do not materially
affect. the interim financial’ jnformation such that a modification of the
review sepott s required.

PCA-IR-4
(Gantinued)

Yes

No

NIA.

Comments .

]
[
&
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1.

11

12.

13.

| have reviewed the sngagement completion document and am salisfied
that it adequately:addresses any significanffindings and issues.identified
during the review. 1 am satisfied that consuitation has oogurred in all
aTEs requised by TimT policy” and ‘any othef drsay deemed iecessary;
the nafize and scope of:consultations have been docuntented, and the
resulfing conclusions have been documented and (mplemented. In
additio; | am satisfied fhat any differances: of opinian were properly
rese!vsd and documented, that the documentation addresses: the
oonsidetaﬁons nvolved in the resclulion; and that the final resolution
was implemented.

The review dacumentalian provides evidence of the elements of the
work ) reviewed ang@ when my review oscurred.

I'have reviewed the.interim financlal -Informafion’ and. am not aware' of
any- material modifications. that. shiould be- made for them to meet the
accepted ‘standards. of presentalion and disclosure 1o be’ prepared in
conformily with generally accepled Accounfing printiples’ for interim
financial information consistently appiied.

1 have read ihe other information in'the SEC fi filing dogument iri which the
jriterim ﬁnanclal ‘information ig included and am satisfied that the ather
informitiort is not. materiafly incotisistent with the interim finaricial
information.

L have maintained miy. independence mroughout the performance of the
reviaw (including riot receiving -or earhing compensation for procuring
engagements 1o provide other services to the:audit client).

1 have reviewed all services provided fo this cllent to ensure that all
sarvices have heen approved by the audit éomnifttee and that thare are’
nb independenge issues. ’

I'haye reviewed the.interm review repor, if applicable, and am satisfied:
it is appropriate in the circumstances. and presented. in.accordance with'
PCAQCB:standards.

| have identified all required ‘dudit commiftee communieation-matters and
have appropriately communicated them on a fimely basis. | have

enstred that such tommunications and fhe method of commumeaﬁon

‘Have beep sutfieianily doduimented irithé. werkpdpérs.

.1 acknowledge my responsibity for the engagement and ils

petformance,.and t have fulfilled my responsibility.

Yes.

No

WA

Comments

Engagement Pariner's Signature: [ | Bate: [

Engagement Quality Review ¢

The pteceding sectionis of this form have been completed fo my
satisfaction, .

.. Ipossess the competence,. indepefidence, mtegrity and 0b}ecﬁwty to

perform the-engagement quallty review (EQR}.

| have: complied with the pariner rotation requirements of SEC Release
No. 33-8183.

Yes

No

NA

Comyrients

RCA-IR-4
(Continued)
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. | have discussed the significant judgments made by the engagement.

teary,; and the related conclusions;. reached with the engagemen} partner
and other memtrers of the engagentent team and hiave reviewed welated
d@cmnentauon

5. | have evalualed the significant judgments that relate to engagement

planning, inclutiing consitarsiion of—

a. The fimm's Yedent erigagement exparience with the company and
fisks ilentifiad in the clierit acceptance and retention process.

b. “The. coipahy’s busifess, recent significant activities, anid related
finainicigl reporting issues and rigks.

¢ Theé nature of identified sisks of material misstatement (including
fraud risks).

| havé evaluated the significant Judgmerits ‘made about materiality and
the disposition of corrécted and uncoirected likely misstatements, and
any material madifications that.$hould. be made to the disclosutes about
changes in internalcontro) 6vér financidl reporting.

. | have reviewed the engagement team's evaluation of the firm's

Independence in relation o the.engagement.

. | have reviewed the engagement completion document.

. | have confirmed with the engagement partner that there are no
s;gmﬁcant unresoived matters, including unresoived matters. related to
significant unusual tranisastions:

10. I have'reviewed the interim finaricial information for all periods presented

and for the immediately preceding interim period; management’s
disclosive for ihe period under review, ifany, aboul chianges in internal
control over financial reportlng* and the related engagement report, if a
report is to be issued,

11, | have read other information in documents containing Iinterim financial

information 10 be filed W|th the SEC -and evaluated whether the
engagement 1eam has tekiep -appropriate action with respect to any.
materl Tnconsistencies-with the Interim financial information er material
mmtemms Ofmofwnlhhlam aware. :

12. | have evaluated. whether appropiiate consultations have taken place-on.

difficult or contentious matters, or. significant unusual fransactions, and
reviewed the, documentation, including' <conclusioiis, of any such
sonsulftations.

13. | have evaluated whether d@ppropriate matters have bgen commuriicated

R a timiely basls, or.identified for campunication, o the audit committee,
Tranagenient, and other parties, such as regulatory bodles,

14. I have reviewed and evaluated the erigagement dogumentation and.

have congluded that it Supporls the “gonclusions reachied by the
engagement team with respect 1o the matters reviewed.

5. The doturéntation, of miy engagemem quallly review meels the

. requirerents of Audhing Std. No. 3, Audif Documeritation, and identiffes

the docursents | feviewed. The' documentaﬂorr of tha efigagerient
quality teview—

a. Contains sufficient information. to*enable an experienced zuditor,
havirig no previous conigction with the: engagement, to understand
the procédiires Iperformed.

PCAIR-4
(Continued)

Yes

No

NIA

Comments '

%y
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Yes| No. |[N/A| Commsits
b. identifias the engagement quality reviewer.

o. [dentifies the documents | reviewed, which include the following:
L] —_ | —

d. |dentiffes the dale. { provided' concuning approval of issvance or, if
no. concurring ‘approval of issuance:was provided, the reasons -for
not providing the approval,

e. Mests the requirements relaled to refentien and subisequenf
changes fo dosumentation in PCAQB Audiling Std: No. 3, Audit
Documenlgtion.

16. Based on:my review, | am not :aware of a significant engagetrient
deficlency, ¢

17. L apploie issuance.ofthe report for this érigageiment, if applicale.

Engagement Quality Reviewer’s Signature: [ ] Date: [ T

Yes | No { N/A] Comments

Partner Signing Review Report(s)

1. The preceding review sections of this Supervision, Review, and Approval
‘Form have.been completed. ’

2. | have signed the review report(s) on the finangial information,
Date of Review-Report: [ ]

Completedby: { | Date: [ }

Other Reports and Communications

1. | have reviewed all other veporls or wrilten communications, if any, required in conjunction -with this:
. engagement (for example, communication of significant: deficlencles .and material weaknesses: or other
.-maitars to the zudit committea)-and am salisfied ihat they meat PCAGR standasds. .. . A

Detailed Reviewer's'Signature: [ ) Date: [ )
Engagement Parfner’s Signature: [ ) Date: { ]
Engagement Quality Reviewer Signature: | ] Date: [ ]

Notes

% The PCAOB has nofed. through its inspections that supervision processes within' firms are net appropriatly
robust and that supsrvisary. responsitiiiities are. nat.as clearly assignable as they should be. The PCAOB is.
considering rulemaking ot stendard-setfing that would require firms to-*make and document clear assignmerits of
Telavant supervision responsibjlifies throughout the firm.” The rules and standards considered would not create

any new. supervisory responsibiiities; instead they Wwould only focus pn the clarity of assigning su,ggyrviso?r
dura fo -, --

responsibiiitis that are already required in praclice. PGAOB Releass No, 201G-005, Application of the ¥
Supeivise”-Provisian of the Sarbanes:Oxlay Aot 0f 2002 -and Sollgiation of Comment on Rulemakifg Gonc

can b - -aucessed af www.ptachus.org/Rules(Rufemaking/Docket031iReleass_2 o

008_Faliurg_to_Supervise.pdf. The PCAOB's 2012 standard-sefiing agenda anticipates- that proposed
fattnennr‘nem on the assigriment 'and documentation of firm supervisory respensibilities will be issued in the near
ulure:

PCA-IR4
{Conlinied)

NOPANL * st




8 PCA (10/12)

" Auditing Std. No. 16, Communications with Audit Committees, requires the auditor to communicate certain
matters with the audit committee. All required audit committee communications specified by the standard should
be made in a timely manner and prior to the issuance of the auditor's report. The timing of a particular
communication depends on factors such as the significance of the matter and corrective or follow-up action
needed, unless other timing requirements are specified by PCAOB rules or securities laws. Communications,
whether written or oral, must be documented in the workpapers, along with the manner of communication.
Auditing Std. No. 16 is effective for audits of fiscal years beginning on or after December 15, 2012. The standard
is discussed in further detail in section 812 .

9 Auditing Std. No. 7, Engagement Quality Review, requires an engagement quality review for audits and reviews
of interim financial information. Section 810 discusses Auditing Std. No. 7 in more detail. On February 19, 2010,
the PCAOB issued a Staff Question and Answer, Auditing Standard No. 7, Engagement Quality Review,
addressing an example provided in the adopting release for Auditing Std. No. 7. Specifically, the Q&A poses the
question of whether the example in the adopting release suggests that the documentation requirements of
Auditing Std. No. 7 mandates that all interactions between the engagement quality reviewer and the engagement
team be documented, including those interactions before a matter is determined to be a significant engagement
deficiency. The Q&A concludes that all interactions are not required to be documented. It notes that the example
in the adopting release illustrated documentation requirements of Auditing Std. No. 7 once the reviewer has
concluded that a significant engagement deficiency exists. The staff question and answer can be found on the
PCAOB’s website at www.pcaobus.org/Standards/QandA/2010-02-19_EQR_QA%20_2.pdf.

PCA-CX-14.1
(Continued) PCAOB David Hall 010693
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K
o ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended June 30, 2013

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from 10

Commission File Number: 001-34250

O
828"

CEVLD ARTS

SEVEN ARTS ENTERTAINMENT INC.
(Formerly Seven Arts Pictures, PL.C)

(Exact name of Registrant as specified in its charter)

Nevada
(State of Incorporation) (LR.S. Employer Identification No.)

8439 Sunset Blvd., Suite 402
Los Angeles, California 90069
(Address of principal executive offices) (Zip Code)

Registrant's telephone number: Phone: (323) 372-3080: Fax: (323) 389-0664

Securities registered pursuant to Section 12(b) of the Act:
None

Securities registered pursuant to Section 12(g) of the Act:

Commoan Stack: $0.01 Par Value
(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes OO Noo
Indicate by check mark if the regisu-‘ml‘is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes OO Noao

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements
for the past 90 days. Yeso No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yeso No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part 111 of this Form 10-K or

any amendment to this Form 10-K. 0

Indicate by a check mark whether the Registrant is a large filer, an accredited filer, non-aceredited filer, or a smaller reporting company. See the definitions of
“large accredited filer”, “accredited filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accredited filer O Accredited filer O
Non-accredited filer a Smaller reporting company i
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O Noao

The aggregate market valuc of common stock, par value $0.01 per share, held by non-affiliates of the registrant, based on the average bid and asked prices of

ngstar” Document

m any use of thisinfo

Source Szven Ans Entertdinment Inc., 10-% 13 2003 Prveran
The information contained herein may nat be cap stribured and is not werranled to o sccurare, complele or tmely. The user assumes 3!l risks for any damages or lozses srising
except fo the extent such demages or lozses canne! be limiled or excluded by spplicasle 'aw. Past linanziil performance is no guaranive of future results
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@‘ ¥ The PCAQB has hated thiough s ingpections that supenvision processes: within fimns are ot appropriately
robust.and that supesvisery.responsibillties: are. not as clearly assignable es they should be. The PCAQE is
congidering. rulemaking, or standard-sefting thal would. require firms to *make and document clear assignments of
relevant superyision responsibiiities throughout the firm." The tles -and standards considered would ngt create
any new supervisory responsibilities; instead they wauld only focus on ‘the. elarity of assigning supenvisary.
respansibilities that-are already required Jn préatiice, PCAOB Release Ne, 2010005, Application of the “Failure to
Supervise” Provision of the Sarbanes-Oxley Act of 2002-and Solicitation of Comment en Rulemaking Congepts;
can be acoessed at  www.pcaobus.org/Rules/Rulemaking/Docket031iRelease_2010-
805_Fallurg_to_Supervise.pdf, The PCAOB's 2012 standard-selling sgendn anficipates that proposed
-amendments of the assignment and dgumentation of firm supervisory responsibilifies will be issued in the: near
future:

 Auditig Std. No. 7, Engagement Quslity Review. requires an engagement quality. review Tor audits and reviews
of fitterim financial infomalion. ‘Section 1001 discusses tha standard in more detail. On February 19, 2010, the:
PGAOB issued a Staff Question arid Answer, Audlting Std. No, 7, Engagement’ Quality Review, addressing an
‘example provided in the adopting. rélease for Auditing.Std. No. 7. Specifically, the Q&A poses the question of
whattiet the example in the adupling release suggests that the documentation requitements of Auditing Std. No. 7
maridates’ that all interaction's between the engagement quality reviewer and the engagement team be
doctimented, Including those interactions before a matter is deterritined to be a significant deficiency. The-Q&A
congludes that all interactions are riot required to be documented. It notes that the example in the adopting
release illustrated dogumentation requirements of Auditing Std. No. 7 once the reviewer has concluded that a
significant engagement déficiency exisls. The staff question and answer ¢an be found on the PCAOB's website at
wwi.pcaobus.org/Stapdards/@andA/20:10-02-18_EQR_QA%20_2.pdf.

¢ 9 A signifieant engagement deficiancy in an review of interim findncial information.exists-when (1) the engagement
1S team failed to perform. interim review procedires. necassary in the circumstances of the engagement, (2). the :
?‘ érigagemment tesm feached an lfiappropriate overalcoricluslan on the subject matter of the esgagement, (3) the :

efigagement repdit is notdppiopriate in the cifcuiiistances, or {4y the firm is not independént of the client.
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PCA-CX-14.3: Engagement Completion Document
= —Company—Surface Coatings— Balarce SheetDate06/301201———mmmmm™————
Completed by: SCisneros Date: [ ]

MSWAHCKIONS: I ":’ I = N, - 0 . .

significant findings or issues, actions taken to address them, and the basis for the conclusions reached in an
engagement completion document. Significant findings or issues are substantive matters that are important to
the procedures performed, evidence obtained, or conclusions reached, and include, but are not limited to, the
matters listed in this form. The engagement completion document prepared in connection with the annual audit
should also include documentation of significant findings or issues identified during the review of interim
financial information.

This optional form allows you a place to document these findings or issues and comply with the requirements of
the standard. This form may also be used to document differences of opinion among engagement team
members conceming accounting and auditing issues. For differences of opinion, use this form if, after
appropriate consultation has occurred, an engagement team member disagrees with the final conclusion of the
matter. You may either include all information necessary to understand the significant findings or issues, or
cross-references, as appropriate, to other available supporting audit documentation. Finally, this form may be
used to document significant issues, consultations, conclusions, and the basis for conclusions related to
decisions to withdraw from an engagement or from both the engagement and the client relationship.

The AICPA Auditing Standards Board issued Statement on Quality Control Standard (SQCS) No. 8 (QC 10 ), A
Firm’s System of Qualily Control. Because SQCS No. 8 was issued after the adoption of the interim standards
ﬁ(\ by the PCAOB, it does not apply to PCAOB engagements. However, because it imposes quality contro!
: requirements that are more comprehensive in certain areas, the authors believe auditors may consider the
guidance for audits of issuers. This checklist reflects certain requirements of SQCS No. 8.

WP Ref,
1. Significant issue(s) Involving selection, application, and consistency of accounting principles
(including disclosures). [ ] [ 1
a. Facts giving rise to the issue(s): [ ] [ 1]
b. Actions taken and evidence obtained to address the issue(s) (including relevant professional
literature and consuitations). If applicable, document discussions of the significant issue or
finding with engagement team members, management, those consulted, and others, including
when and with whom the discussions occurred, and responses (see also question 9): [ ] [ ]
c. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance and how such matters were addressed): [ ) [ ]
d. Final resolution and basis for conclusion: [ ] [ ]
2. Results of procedures indicating a need for significant modification of planned procedures; material
misstatements (including omissions in the financial statements); significant deficiencies or material
weaknesses in intemnal control: { ) [ ]
a. Facts giving rise to the matters:[ ] [ ]
b. Actions taken and evidence oblained to address the matters (including relevant professional
literature and consultations): [ ] [ ]
) 6 c. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
\ contradicting evidence or guidance): [ | [ 1
d. Final resolution and basis for conclusion: [ | [ ]

PCA-CX-14.3
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quantitative and qualitafive factors: { ] [ ]

a. _Facts giving rise to the misstatement(s), including relevant quantitative and qualitative factors:

[ 1 [ )

b. Actions taken and evidence obtained to address the misstatements (including relevant
professional literature and consuitations): [ ]

L, ]
[ =)

¢. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance): [ ]

d. Final resolution and basis for conclusion: { |
4. Circumstances that caused significant difficulty in applying auditing procedures: [ ]
a. Facts giving rise to the circumstances: [ ]

b. Actions taken and evidence obtained to address the circumstances (including relevant
professional literature and consultations): [ ] [ ]

¢. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance): [ ] [ ]

d. Final resolution and basis for conclusion: [ ) . [ ]

5. Significant changes in the auditor’s risk assessments, including risks that were not previously
identified, and modifications or additions to audit procedures due fo such changes: [ } [ ]

a. Factsgiving rise to the changes: [ ] [ ]

b. Actions taken and evidence obtained to address the changes (including relevant professional
literature and consultations): [ ] [ 1

¢. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance): [ ] . i ]

d. Final resolution and basis for conclusion: [ ] [ 1]

6. Risks of material misstatement determined to be significant risks and the results of auditing
procedures in response to such risks: [ ] i ]

a. Facts giving rise to the significant risks; [ ] [

b. Actions taken and evidence obtained to address the significant risks (including relevant
professional literature and consultations): [ ] [

c. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance): [ ]

d. Final resolution and basis for conclusion: [ ]
7. Other significant findings or issues, including any significant unusual transactions: { ]
a. Facts giving rise to the findings/issues/significant unusual transactions: [ ]

b. Actions taken and evidence obtained to address the findings/issues/significant unusual
transactions (including relevant professional literature and consultations): [ |

c. Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance). [ }

d. Final resolution and basis for conclusion: [ ]
8. Other matters that could result in modification of the audit report: [ ]
a. Facts giving rise to the matters: [ |

b. Actions taken and evidence obtained to address the matters (including relevant professional
literature and consultations): [ ]

PCA-CX-14.3
(Continued)
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WP Ref.

contradicting evidence or guidance). | |
d. Final resolution and basis for conclusion: [ |

9. Otherissues resulting in consultations: [ ]
a. Facts giving rise to the consultation: [ ]

b. Nature and the scope of the consuitation: [ ]

¢. Actions taken and evidence obtained to address the issue resulting in the . consultation:
[ ] » ’

contradicting evidence or guidance): [ ]
e. Final resolution, basis for conclusion, and how the conclusions were implemented: [ |
10. Significant findings or Issues identified during the review of interim financial information: [ ]
a. Facts glving rise to the interim findingsfissues: [ |

b. Actions taken and evidence obtained to address the interim findings/issues (including relevant
professional Ilterature and consultations): [ ]

¢. Reasoning process used to formulate a conclusion (including consideration of mconsistent or
contradicting evidence or guidance): [ ]

. d. Final resolution and basis for conclusion: [ ]

11. Disagreements among members of the engagement team or with others consulted about final
conclusions reached on significant accounting or auditing matters, including the basis for the final
resolution; [ ]

a. Facts giving rise to the disagreements, along with identification of engagement team members
with opposing views: [ ]

b. Actions taken and evidence obtained to address the disagreements (including relevant
professional literature and consultations): [ ]

¢.  Reasoning process used to formulate a conclusion (including consideration of inconsistent or
contradicting evidence or guidance): [ ]

d. Final resolution and basis for conclusicn: [ ]

d. Reasoning process used to formulate the cenclusion (including consideration of incensistent or

—fr— e am e
— e e e
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In accordance with firm policy, final resoluﬁon of all significant findings agreed to/approved by the following team

members:
, . [ ]
Engagement Senior Date
Susan Cisneros [ 1]
Engagement Manager Date
Paul Babb [ 1]
Engagement Partner Date
David Hall [ ]
Concurring Partner/fEngagement Quality Reviewer Date

For Differences of Opinlon Among Engagement Team Members:

The following engagement team members disagree with the final conclusion reached on the significant finding(s)

or issue(s) documented in 11:

Name Date
. No issues . E %

PCA-CX-14.3
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The Hall Group
Certified Public Accountants

November 20, 2012

VIA EMAIL

Ms. Helen A. Munter

Public Company Accounting Oversight Board
1666 K Street, N.W,

Washington, DC 20006

Dear Ms. Munter:

We appreciate the opportunity to respond to Part III of the Public Company Oversight
Board’s (“PCAOB”) final inspection report dated December 5, 2011.

1. Design of Quality Control System — Audit Policies, Procedures and
Methodologies, Including Training

We respectfully disagree that the firm does not have a system in place to ensure that
individuals have the technical training and proficiency required to perform audits of
issuer clients. As presented in our September 19, 2011 response letter, we agree that .
the interpretation of the sufficiency of audit procedures and their documentation is a
matter of professional judgment, and in these instances, we have significant
differences of professional opinion with the inspection team on the sufficiency of the
system in place to ensure proper audits of issuer clients.

Each year, the firm holds a three day training retreat in which training is held on
specific topics deemed to be relevant, including a 4 hour session on Quality Control
in January 2012 and an 8 hour session of the Audit Process in January 2011, which
includes discussions of PCAOB Auditing Standard #3 -- Audit Documentation and
PCAOB Auditing Standard #15 — Audit Evidence to ensure all tearn members uphold

HALL, DAVID 00159
100 Crescent Court, Sulte 700 W Fax: (972) 420-0032 = www.thehellgroupcpas.com ® 401 E. Corporate Drive, Suite 244
Dallas, Texas 75201 t Avdendlia Tacma TRArS



the high standards of our firm. (EXHIBIT A) In addition, prior to beginning an
engagement, each staff reads the relevant literature on the industry and discusses in a
planning meeting with the engagement partner all technical and audit procedural
matters (for example, ASC 932 and relevant pages in our GAAP reference materials
for Oil and Gas clients or ASC 928 and the relevant pages in the GAAP reference 1./
materials on the record and music industry). Through this process, we ensure all
relevant technical and audit procedural matters are appropriately addressed.

Additionally, the Firm’s senior manager (now partner) and partner at the firm attend
the PCAOB’s “Auditing in the Small Business Environment” on November 2, 2010
and November 3, 2011, and the Firm’s senior manager (now partner) attended the
Center for Professional Education’s 16 hour “2011 SEC Conference: An Accounting

& Reporting Update for Public Companies” on June 6-7, 2011, which included /

sessions on oil & gas accounting. The Firm’s senior manager (now partner) and

manager attended RR Donnelley’s 8 hour “SEC Hot Topics Institute” on November
28, 2012.

2. Audit Performance — (a) Testing Appropriate to Audit - (i) — Accounting for and
Disclosure of Oil and Gas Properties

As we discussed in our September 19, 2011 response, the issuer is an oil and gas
technology company, with oil and gas removal as a by-product of their testing. The
Issuer is in the development stage and revenue from the disposal of the by-product is
insignificant to their current activities. Because of these points, the Issuer and the
Firm believe that to present the Issuer as an oil and gas company would be misleading
to their investors and to the public. The Issuer’s two previous registered public
accountants had reached the same conclusion. = We have added a memo to the
workpapers to document that the issuer is not required to provide disclosures in
accordance with ASC 932. (EXHIBIT B) We disagree this constitutes a significant
deficiency in the Firm’s ability to identify departures from GAAP concerning oil and
gas properties.

Audit Performance (a) (ii) — Valuation of Oil and Gas Properties

As noted in our September 19, 2011 response, the facts in the draft report are not
correct and we respectfully disagree with the comment and conclusion. The issuer
. wrote down the properties to salvage ¥ in the year prior to the year being
inspected.  We corroborated with th& Clint that indeed the prospects of the wells
indicated that the wells are to be usedinf{research and development. We have
updated our workpapers to document that as there is no change in the prospects of the
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wells, and that they are continued to be used for research and development, that no
change from salvage value, as determined, would be necessary and concluded that
salvage value continued to be appropriate. (EXHIBIT C) We disagree this
constitutes a significant deficiency in the Firm’s ability to identify departures from
GAAP concerning testing the valuation of oil and gas properties,

Audit Performance (a) (iii) — Revenue Recognition

As noted in our September 19, 2011 response, we respectfully disagree with this
comment and conclusion.  On Issuer A, the payment against a receivable had not
been properly applied, and therefore was showing as a debit and offsetting credit in the
same accounts receivable detail. We reviewed the documentation the client provided,
noted that the misapplication was isolated, deemed it was correct to offset, and no
additional procedures were deemed necessary. Because the amount was collected, we
noted persuasive evidence of an arrangement, price was fixed and collectability was
reasonably assured. We also reviewed the sale invoices noting the pickup of the oil
and gas from the holding tanks, evidence of the services rendered. We maintain that
revenues and the related receivable balance were fairly stated and in accordance with
GAAP and that revenue recognition was appropriately tested.

On Issuer B, we had noted this revenue during our quarterly reviews and had discussed
the arrangements and specifics regarding revenue recognition with the Issuer’s CEO
and CFO, including the existence of an agreement between the parties, that the
services had been performed, the price for the work had been determined and was
invoiced and collectability was reasonably assured. We have updated our workpapers
to reflect the discussions and the applicable revenue recognition discussion.
(EXHIBIT D) We disagree this constitutes a significant deficiency in the Firm’s

(\ % testing of revenue recognition —_—

1) el

\ ’md specific firm training in December 2012 regarding revenue recognition
documentation.

.
e

As noted in our September 19, 2011 response, we respectfully disagree with this
omment and conclusion. The Issuer purchases oil and gas interests, performs the
testing, then sells the interests, generally within a short period of time.  The workpaper
ARO calculation did not mention two wells in which there was no Asset Retirement
Obligation, Wd no Asset retirement
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obligation and therefore they were appropnately not_included on the schedule that .

culated the ARO We disagree that this constitutes a significant deficiency in the
m of asset retirement obligations.

Audit Performance (a) (v) — Use of the Work of a Specialist

As noted in our September 19, 2011 response, we respectfully disagree with this
comment and the conclusion. On multiple occasions, the Firm had met with the
independent specialist of Issuer B that was utilized in the preparation of the reserve
reports that were prepared on the mineral deposits in the concessions held by the issuer.
We have added a memorandum regarding the use of the spec1allst in the workpapers so
Eﬁﬁ'one_mmout the history and background that we have with the Issuer would have the
same level of comfort with the use of the specialist and his extensive credentials
JB_IL_E)_Add]tIOB&H){, we discussed the use of the specialist, and documenting _
Wngs for the December 31, 2010 and 2011 audits.
¢ disagree this constitutes a significant deficiency related to the Firm’s use of the work

of a specialist.

Audit Performance (a) (vi) — Related Party Transactions

e As noted in our September 19, 2011 response, we respectfully disagree with this
comment and the conclusion.  This receivable was verbally confirmed, and included a
discussion of its collectability, during our procedures with both the chairman and chief

, financial officer during our quarterly reviews and during the audit and thc management
1 representation letter, which was signed by both the chairman and CFO indicated that all

(? related party transactions and related receivables and sales were properly recorded and
M disclosed in the financial statements.  Our_workpaper documentation has been updated.
this discussion and confirmation. We disagree this constitutes a significant
deficiency related To the Firm's testing of related party transactions.
2b. Auditor Communications—
The Firm has updated the wording used in the PCAOB Rule 3526, Communication with
Audit Committees Concerning Independence communication. Now, as policy, the Firm

ensures the letter is not updated from prior years, but rather we generate a new letter from
the latest, updated guidance from PPC.
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3. Independence —

The Firm did perform a quarterly review for an Issuer that the lead cngagement
partner was the lead engagement partner for five consecutive balance sheets and
for the first quarter of the sixth year.  The Issuer was in the process of being
sold and it was the last quarter the firm was engaged by the Issuer. The Issuer
was a shell reporting company with no material changes since the last audit,
which had been signed off on 47 days prior. As of the end of the first quarter,
there less than $390.00 in assets, no revenue and the only operating expenses
were to pay for the audit.  Subsequently, the firm has added another partner in
order to address partner rotation after the fifth year and has developed a log
(EXHIBIT F) to ensure that appropriate partner rotation occurs.

4. Monitoring and Addressing Identified Weaknesses

We believe our firm has sufficiently responded meaningfully to our internal
inspection reports dated September 30, 2009 and December 29, 2008 through
additional continuing education and on-the-job training,

The comment related to revenue in our internal inspection reports was with regard
t6 revenue cut-off testing, not documentation of revenue recognition. There were
no comments in your inspection with regard to revenue cut-off testing, which we
believe has been adequately addressed through the internal inspection process.

As previously mentioned above, we are not in agreement that the Issuer should
have been reporting under ASC 932 and we do not believe that disclosures were
omitted to be in accordance with GAAP. In our internal inspection, the comment
with regard to omitted disclosures was related solely to entities that were not-for-
profit entities, i.e. non-Issuers.

C. Independence — The Firm did perform a quarterly review for an Issuer that the
lead engagement partner was the lead engagement partner for five consecutive
balance sheets and for the first quarter of the sixth year.  The Issuer was in the
process of being sold and it was the last quarter the firm was engaged by the
Issuer. The Issuer was a shell reporting company with no material changes since
the last audit, which had been signed off on 47 days prior. As of the end of the
first quarter, there less than $390.00 in assets, no revenue and the only operating
expenses were to pay for the audit.  Subsequently, the firm has added another
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partner in order to address partner rotation after the fifth year and has developed
logs to ensure that appropriate partner rotation occurs.

As mentioned in our September 19, 2011 letter, this process has not changed our
original audit conclusions or affect our reports on any issuers’ financial statements.

We are committed to the highest standards of audit quality and continually monitor
our systems and processes, including quality control, and make changes to
methodologies, policies and procedures when we identify opportunities for
improvement.

We appreciate the opportunity to provide our response to the report and we look
forward to continuing to work with the PCAOB on matters of interest to our public
company audit practice.

Sincerely,

I € e PC

David S. Hall, P.C,
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:
(a/k/a The Hall Group, CPAS) July 15, 2013
Office: Lewisville, TX Issuer's FYE:  Not Applicable
Control . /
Issuer: Not Applicable Number: QC-01

PCAOB Comment - Facts:

For two of the issuers inspected, Freestone Resources, Inc! and Seven Arts
Entertainment, Inc., Susan Cisneros performed the engagement quality reviews and
signed the PPC Form PCA-CX-14.1: Supervision, Review, and Approval Form as the
Engagement Quality Reviewer for the audits of the issuers’ fiscal year ended June 30,
2012.

For the third issuer inspected, DynaResource, Inc., Susan Cisneros performed the
quarterly engagement quality reviews and signed the PPC Form PCA-IR-4: Supervision,
Review, and Approval Form- Interim Review as the Engagement Quality Reviewer for
the issuer’s first, second and third quarter reviews for the year ended December 31,
2012. '

The Firm's staff title descriptions, included in an appendix to its quality control
document, were as follows:

“Principal/Partner- Owner or part owner of firm, licensed CPA in Texas; signs
reports; responsible for overall management of firm (includes quality control);
manages _managers or is no managers, seniors;, manages administration;
responsible for practice development and decisions on new clients.

Non-Equity Partner- Partner for audit jobs; licensed CPA in Texas; signs reports;
responsible for managing all staff on their jobs; some practice development
responsibilities. Experience 7+ years public.

Manager (Auditor) - Manages audit jobs; licensed CPA in Texas; reports fo
Principal/Partner or Non-Equity Partner; manages Seniors and Staff: Also
responsible for areas as delegated by Principal/Partner. Experience 5+ years public.

Senior (Auditor) - In charge of audit jobs; degreed Accountant (licensed CPA in
Texas desirable); CPA candidate; manages staff; report to Manager, or if no
Manager, Principal/Partner or Non-Equily Partner; also responsible for areas as
delegated by Manager and/or Principal/Partner. Experience 3+ years public”

1 On the Exhibit B — Issuer Information Form received from the Firm, the Fim

erroneously noted Paul Babb, employee of the Firm, as the Engagement Quality
Reviewer for Freestone Resources, Inc.
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The F irm also provided the inspection team with a biography of Susan Cisneros, which
contained the following information:

“Susan stneros began her audit career with the Fisk and Robinson Audit Firm in
1990. This firm specialized in financial audits. She learned all aspects of the audit

ankﬁnancial reporting process and specialty areas included oil and gas and
anking. : ‘

In 1997, Susan began working at Coca-Cola Company as a Senior Financial
Analyst. This position included review if all financial statements and entries for her
division for monthly close, as well as preparation and final review of the yearly
budget and management of staff.

Susan Cisneros was employed by The Hall Group, CPAs for over 7 years. Her title
was Audit Senior and she ran SEC issuer as well as non-profit audits, including
DynaResource, Inc. As an Audit Senior, Susan was responsible for the detailed
review of all audit and 10Q workpapers and reports prior to manager and partner
review. She has extensive hands on experience with SEC rules and regulations. She .
also tutored under David Hall, Managing Partner in developing her expertise audit
theory, financial reporting and SEC filings. Susan has a broad background in
financial reporting, audit and SEC reporting, with specialized experience in oil and
gas, service, and entertainment industries.

She has continued to work with the Hall Group, CPAs on a contract basis as an
Engagement Quality Reviewer since January 2012.

She has a MS in Accountancy from University of North Texas.”

During fieldwork, David Hall, the Firm's managing partner, stated that Susan Cisneros
was not a Certified Public Accountant.

In addition, on the Firm's Exhibit B — Issuer Information Form provided to the inspection
team, for those issuers where Susan Cisneros is listed as the Engagement Quality
_ Reviewer, the Firm responded “N/A” to the following question; “If engagement quality
review is performed by a CPA oultside of the Firm, provide the firm name.”

| have read the facts as presented above and agre%r disagree[_]. (If disagree,

provide reasons below.)
DAviy HRW‘P@&)AM (M/Uéu-

Firm Representative:
Printed Name and Title  Signature and Date 't d I3

PCAOB Comment — Issue:

The Firm failed to comply with Auditing Standard No. 7, Engagement Quality Review,
AS 7). AS 7, paragraph 3 states, “...An engagement quality reviewer from the firm
that issues the engagement report (or communicates an engagement conclusion, if no
report is issued) must be a partner or another individual in an equivalent position..."
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Specifically, the Firm failed to ensure that the engagement quality reviewer used by the
Firm had sufficient qualifications to perform the function of engagement quality reviewer
for the audits of three SEC issuer clients. The biographical information provided for
Susan Cisneros and the managing partner's representation that she was not a Certified
Public Accountant demonstrate that Susan Cisneros did not meet the Fim's
requirements for a “Principal/Partner- Owner or part owner of firm, licensed CPA in
Texas; signs reports; responsible for overall management of firm (includes quality

control);.....". As such, Susan Cisneros did not meet the requirement as a “partner or
another individual in an equivalent position” as set forth in AS 7 to serve as engagement
quality reviewer.
PCAOB Reviewer: Isl Kisha LeBlanc
Kisha LeBlanc 71112013
Printed Name Signature and Date
PCAOB Inspection Isl Robbyn M.
Leader: Robbyn M. Johnson Johnson 7/1/2013
Printed Name Signature and Date

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. [f your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit; or if procedures were performed and/or documented subsequent to the
audit.):

irm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
U 561):

irm Representative Responsible for the Firm’s Response and/or Remedial

Action(s): ‘DM‘) H.‘H& m l (LK
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C.- Date:
_(alk/a The Hall Group, CPAs) July 23, 2013
Office: Lewisville, TX Issuer's FYE: June 30, 2012

Issuer:  Seven Arts Entertainment,  Control
Inc. Number: SAE-01

PCAOB Comment - Facts:

The issuer (the “Company” or “SAE Inc.”) is engaged in the development, acquisition,
financing, production, and licensing of theaftrical motion pictures for exhibition in
domestic and foreign theatrical markets and for subsequent release in other forms of
media. In the quarter ended March 31, 2012, the issuer formed a new subsidiary, and
acquired music assets to create a new line of business for the issuer.

The issuer reported total assets of approximately $32.9 million for the fiscal year ended
June 30, 2012. Revenues for the fiscal year ended June 30, 2012, were approximately
$8.4 million, including approximately $7.5 million (net of $1.9 million discount) in fee
related revenue - related party (“fee revenue”). The issuer had a fee income receivable
from related party's balance of approximately $7.5 million as of June 30, 2012. Net loss
for the fiscal year ended June 30, 2012 was approximately $8.3 million.

The Firm established planning materiality and tolerable misstatement of $250,000 and
$180,000, respectively. The Firm assessed the inherent risk, control risk, and risk of
material misstatement related to revenue and receivables at high, for all relevant
assertions. The Firm also identified revenue and accounts receivable as a fraud risk.

The issuer recorded net fee revenue of approximately $7.5 million for the fiscal year
ended June 30, 2012 along with a related receivable for the same amount, related to
transferrable tax credits generated by a related party, Seven Arts Pictures Louisiana
LLC (“SAPLA"), which is owned by the wife of the issuer's president, CEO, and
Chairman of the Board of Directors, who owns 69 percent of the issuer’s outstanding
common stock. The tax credits were transferred to the issuer under the terms of a
related party agreement between the issuer and SAPLA, and represent Louisiana and
Federal historic rehabilitation and film infrastructure tax credits for the restoration and
the establishment of a post-production facility owned by SAPLA.

According to disclosures in the issuer's financial statements, the transferred tax credits
from SAPLA to the issuer may be used by the issuer to offset state or federal tax
liabilities, sold back to the state of Louisiana by the'issuer for cash at a discount, or sold
or brokered by the issuer to interested third party buyers.

| have read the facts as presented above and agree\%)r disagree[ ]. (If disagree,
provide reasons below.)
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Firm Representative: DN\D H-Auj ?ﬂihp(ﬁf D{ /(é'(( | J}/‘?/}

Printed Name and Title Signature and Date

PCAOB Comment - Issue:

The Firm failed to evaluate whether the issuer had met the revenue recognition criteria
of Financial Accounting Standards Board (‘FASB") Accounting Standards Codification

("ASC"), Topic 605 — Revenue Recognition. FASB ASC 605-10-25-1 states the
following;

~ 25-1 The recognition of revenue and gains of an entity during a period involves
consideration of the following two factors, with sometimes one and sometimes
the other being the more important consideration:,

a. Being realized or realizable. Revenue and gains generally are not
recognized until realized or realizable. Paragraph 83(a) of FASB Concepts
Statement No. 5, Recognition and Measurement in Financial Statements
of Business Enterprises, states that revenue and gains are realized when
products (goods or services), merchandise, or other assets are exchanged
for cash or claims to cash. That paragraph states that revenue and gains

are realizable when related assets received or held are readily convertible
to known amounts of cash or claims to cash.

Specifically, the Firm failed to properly evaluate how the tax credits fransferred by
SAPLA to the issuer could be recorded as the issuer's revenue since no goods or
services were provided by the issuer to any third party for cash or claims to cash. In
addition, the Firm failed to evaluate whether the retated party receivable was valid.

PCAOB Reviewer: Isl Sean D, Kelley

Sean D. Kelley July 23, 2013

Printed Name Signature and Date
PCAOB Inspection IsIRobbyn M. Johnson
Leader: Robbyn M. Johnson July 23, 2013

Printed Name Signature and Date

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. |f your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during

the audit, or if procedures were performed and/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
. AU 561):
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" - Firm Representative Responsible for the Firm’s Response and/or Remedial

Action(s): DA‘/‘Q /-h,u' (ﬂﬁ)b&,\r Df /géu {7‘/%;

Firm Representative:
Printed Name and Title  Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
‘ INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:

{a/k/a The Hall Group, CPAS) July 15, 2013
Office: Lewisville, TX Issuer’s FYE: June 30, 2012
Issuer:  Seven Arts Entertainment,  Control

Inc. Number: SAE-02 ./

PCAOB Comment — Facts:

The issuer is engaged in the development, acquisition, financing, production, and
licensing of theatrical motion pictures for exhibition in domestic and foreign theatrical
markets and for subsequent release in other forms of media. In the quarter ended
March 31, 2012, the issuer formed a new subsidiary, and acquired music assets to
create a new line of business for the issuer. '

The issuer reported total assets and music assets of approximately $32.9 million and
$2.9 million, respectively, as of June 30, 2012. Revenues and net loss for the fiscal
year ended June 30, 2012, were approximately $8.4 million and $8.3 million,
respectively.

The Firm established planning materiality and tolerable misstatement of $250,000 and
$180,000, respectively. The Firm assessed the inherent risk, control risk, and risk of
material misstatement related to the music assets at medium, high, and medium,
respectively, for all relevant assertions. The Firm also identified the valuation of the
music assets as a fraud risk.

In connection with two music asset acquisitions in February 2012, the issuer issued
shares of preferred stock and acquired approximately $1.6 million in music assets. The
music assets acquired related to completed sound recordings, the right to additional
recordings, and certain advertising credits. The issuer determined the fair value of the
acquired music assets was not reliably measurable because the artist in the acquired
sound recordings had not released an album in many years. The issuer made the
determination that the fair value of its preferred stock issued in connection with the
music assets acquired was appropriate to value the acquired music assets. The Firm
agreed with the issuer's determination.

To value its preferred stock shares, which were not publicly traded, the issuer divided
the number of its preferred stock shares issued in the acquisitions by 1.10, the preferred
stock redemption value to common stock shares, and multiplied by the weighted
average of the closing bid prices of the issuers common stock based on the ten trading
days leading up to September 30, 2012.

To test the issuer's valuation of the preferred stock issued as consideration for the
music assets acquired, the Firm agreed the number of preferred stock shares given by
the issuer and the conversion rate calculated by the issuer to the purchase agreements
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and board of directors’ minutes approving the authorization of the preferred shares. The

Firm also recalculated the weighted average of the closing bid prices used by the
issuer.

| have read the facts as presented above and agreew or disagree[_]. (If disagree,
provide reasons below.)

Firm Repm;entative: DAV D HV“’" ,Pﬂ"now W(ﬁl’“ fﬁ / 13

Printed Name and Title  Signature and Date

PCAOB Comment ~ Issue:

The Firm failed to perform sufficient procedures to test the valuation of the consideration
given in the asset acquisitions in accordance with AU 328, Auditing Fair Value
Measurements and Disclosures.  Specifically, the Firm failed to evaluate the
ppropriateness of the valuation methods, and the appropriateness and/or
easonableness of the significant assumptions, including the use of a common stock
conversion factor, use of a weighted average price of its common stock for 10 trading
days, and the use of stock prices in September 30, 2012 for the issuer’s valuation of the
“acquired music assets, when the asset acquisitions were completed in February 2012.

40
Sk
3\% \\\3 .

PCAOB Reviewer: _ Is] Sean D. Kelley

Sean D. Kelley July 1, 2013

Printed Name Signature and Date
PCAOB Inspection Is/IRobbyn M. Johnson
Leader: Robbyn M. Johnson July 3, 2013

Printed Name Signature and Date

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. If your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit; or if procedures were performed andl/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
AU 561):

Firm Representative Responsible for the Firm’s Response and/or Remedial

Action(s): _ )
Firm Representative: DAV b Hﬂ'u‘l @‘e““""rm/ﬁé"‘* JA /’3

Printed Name and Title Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:
~(a/k/a The Hall Group, CPAs) August 27, 2013
Office: Lewisville, TX Issuer's FYE: June 30, 2012

Issuer: Seven Arts Entertainment, Control
Inc. Number: SAE-03

PCAOB Comment‘- Facts:

The is_suer (the “Company” or “SAE Inc.") is engaged in the development, aéquisition.
financing, production, and licensing of theatrical motion pictures for exhibition in

domestic and foreign theatrical markets and for subsequent release in other forms of
media.

The issuer reported total assets of approximately $32.9 million as of June 30, 2012.
Revenues and net loss for the fiscal year ended June 30, 2012, were approximately
$8.4 million and $8.3 million, respectively. ‘

The Firm established planning materiality and tolerable misstatement of $250,000 and
$180,000, respectively. The Firm identified related party transactions as a significant
risk and as a fraud risk.

in 2007, Seven Arts Pictures Louisiana LLC ("SAPLA”), an entity controlled by the wife
of the issuer's CEO, acquired real property. SAPLA was formed to acquire the property,
which was to be used by Seven Arts Pictures PLC (‘PLC"), a foreign private issuer and
the issuer's predecessor, as a production and post-production facility for motion pictures
(the “Facility”). SAPLA entered into a credit agreement dated October 11, 2007, to fund
the acquisition and improvement of the Facility. This credit agreement was guaranteed
by PLC.

In January 2010, Seven Arts Filmed Entertainment LLC (“SAFELA") entered into a 30
year agreement to sub-lease the Facility from an unrelated third-party that was leasing
from SAPLA. '

On June 11, 2010, SAE was formed and became a wholly-owned subsidiary of PLC.
Also on June 11, 2010, SAE and PLC entered into an asset transfer agreement, as
amended January 27, 2011 and again on August 31, 2011, to transfer all of the assets
from PLC to SAE. The purpose of the transfer was to eliminate PLC's status as a
foreign private issuer and to assume compliance with all obligations of a domestic
issuer.

On June 30, 2012, the issuer acquired 60 percent of Seven Arts Filmed Entertainment

LLC ("SAFELA"), and through this acquisition the issuer capitalized the leasehold
improvements in 807 Esplande and assumed the related debt of the Facility from
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S_AFELA The Facility actually commenced operations August 14, 2012 based on
disclosures in Note 16 — Subsequent Events in the issuers consolidated findncial
statements ipcluded in the Foom 10K filing. The issuer, through a related party
agreement with SAPLA, also obtained the rights to receive the transferrable tax credits

related to these leasehold improvements, which qualify for rehabilitation tax credits
under federal and state incentives.

The following was disclosed in the issuer's notes to its consolidated financial statements

included in the Form 10-K filing for the fiscal year ended June 30, 2012 related to the
operations of SAPLA and SAFELA;

Significant Accounting Policies

Basis of Presentation:

The accompanying consolidated financial statements include the accounts of
Seven Arts Entertainment, Inc. ("SAE®), and its subsidlaries:

. Seven Arts Filmed Entertainment, Limited ("SAFE, Ltd.") (100%
owned)

Seven Arts Music, Inc. ("SAM") (100% owned) and
® Big Jake Music, Inc. ("BJM") (100% owned)
[

Seven Arts Filmed Entertainment Louisiana LLC ("SAFELA") (As of
June 30, 2012) (60% owned by SAE, 40% owned by Palm Finance)

The Company consolidates its subsidiaries in accordance with Accounting
Standards Codification ("ASC") 810, “Business Combinations®, and specifically
ASC 810-10-15-8 which states, “The usual condition for a controlling financial
interest is ownership of a majorily voting interest, and, therefore, as a general
rule, ownership by one reporting entily, directly or indirectly, or over 50% of the
outstanding voting shares of another enlity is a condition pointing toward
consolidation.” The Company does not have any variable interest or special
purpose entities. Going forward, the Company will present Palm Finance’s 40%
share of SAFELA’s profit or loss as a noncontrolling interest.

SAPLA REVENUE SHARING FEES

Revenue in the form of fee income is due to the Company from related party,
SAPLA (owned by the wife of Peter Hoffman, the Company's CEO) in the amount
of the net proceeds from the disposition of the tax credits by SAPLA. In
accordance with an intercompany agreement between SAE and SAPLA, all
revenues eamned by SAPLA are due to SAE.

Fee_Income Receivable from Related Party -- Current and Long Term
Receivable

Income due from SAPLA under the terms of an intercompany agreement with SAE
whereby any revenue eamned by SAPLA is due to SAE Inc. Any fees due later
than twelve months are classified as Long Term Receivable.

Leasehold Improvements

On June 30, 2012, the Company acquired SAFELA, which was previously a
related party company. SAFELA owns, in its capacily, a 30 year lease on 807
Esplanade, New Orleans, Louisiana, which was constructed as a production and
post-production facility for the Company's use. Additionally, SAFELA owns the
capitalized leasehold improvements in 807 Esplanade and the related debt which
financed the construction. Through this acquisition, the Company has capitalized
the leasehold improvements and assumed the debt related. As the leasehold
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improvements and the debt are booked at the same amounts, no net assets were
transferred into the Company and no additional consideration has been paid.

The post.produétion facility commenced operations on July 1, 2012, The
leasehold improvements will be amortized over the useful life of the lease.

Note 3 — Related Party Due To/Due From

807Esplanade Guarantee: )

Seven Arts Pictures Louisiana LLC, ("SAPLA") a related party of the Company, entered
into a Credit Agreement with Advantage Capital Communily Development Fund LLC
dated October 11, 2007, for the acquisition and improvement of the production and post-
production facillty located at 807 Esplanade Avenue in New Orleans, Louisiana for
aggregate principal advances of up to $3,700,000. This agreement was guaranteed by
the Company's predecessor. Approximately $3,700,000 plus interest has been drawn
under the terms of this Credit Agreement, as of June 30, 2012. The Company has now
assumed the liability for $1,000,000 of this amount plus a contingent sum of $750,000
due to Advantage Capital (contingent on receipt of tax credit revenues) due fo an
agreement with the now mortgagor Palm Finance.

A construction loan of $1,850,000 previously guaranteed by the Company has now been
assumed by the Company for 807 Esplanade.

807 Esplanade Advances:

On February 28, 2012, the Company took out a convertible loan of $200,000 from Rowett
Capital Ltd. These have been loaned to 807 Esplanade to cover outstanding interest
payments due on the construction loan on 807 Esplanade previously guaranteed by the
Company (see below). Three additional convertible loans were taken out lolalling
$600,000 and then loaned onto SAPLA to pay down the construction loan on the property
807 Esplanade, as to not further delay the construction and opening of the facility, for
which the Company will have a 30 year lease.

Note 7 — Leasehold Improvements

On June 30, 2012, the Company acquired SAFELA, which was previously a related party
company. SAFELA owns, in its capacity, a 30 year lease on 807 Esplanade, New Orleans,
Louisiana, which was conslructed as a production and post-production facility for the Company's
use. Additionally, SAFELA owns the capitalized leasehold improvements in 807 Esplanade and
the related debt which financed the construction. Through this acquisition, the Company has
capilalized the leasehold improvements and assumed the debt related. As the leasehold
improvements and the debt are booked at the same amounts, no net assets were transferred into
the Company and no additional consideration has been paid. .

The post production facility commenced operations on July 1, 2012. The leasehold improvements
will be amortized over the useful life of the lease.

Note 13 - Commitments and Contingencies

807 Esplanade Guarantee .

Seven Arits Pictures Louisiana LLC, a related party and/or an affiliate of the Company,
entered into a Credit Agreement with Advantage Capital Community Development Fund
LLC dated October 11, 2007, for the acquisition and improvement of the production and
post-production facility located at 807 Esplanade Avenue in New Orleans, Louisiana
(807 Esplanade”) for aggregate principal advances of up to $3,700,000. This
agreement was guaranteed by the Company's predecessor. Approximately $3,700,000
plus interest has been drawn under the lerms of this Credit Agreement, as of June 30,
2012. The Company has now assumed the liability for $1,000,000 of this amount plus a
contingent sum of $750,000 due to Advantage Capital (contingent on receipt of the tax
credit revenues) due fo an agreement with the now morigagor Palm Finance. A
construction loan of $1,850,000 previously guaranteed by the Company has now been
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assumed by the Company. The Company has a 30 year lease on the property to operate
a production and post-production facility.

The issuer recorded approximately $7.5 million in fee income receivable from related
parties from SAPLA and approximately $7.5 million in fee related revenue — related
party, net of discounts from SAPLA as of and for the fiscal year ended June 30, 2012.
See comment form SAE-01 issued related to revenue recognition of these fees.

To test the issuer’s determination that SAPLA was not to be consolidated in accordance
with Financial Accounting Standards Board (“FASB") Accounting Standards Codification
("ASC"), Topic 810; Consolidation, the Firm obtained the issuer's Variable Interest Entity
(‘VIE") analysis for its work papers. The issuer’s analysis noted the following;

¢ The issuer does not have any equity interest in or any voting rights with respect
to SAPLA;

* The issuer has no power to control SAPLA through any contract ;

e The transferrable tax credits to be received from SAPLA relate to the
rehabilitation of the Facility, and represent the amounts to be utilized or received
by SAPLA. The expenditures for the rehabilitation to which the transferrable tax

credits relate have already been spent, and therefore the amounts may be
reasonably estimated.

The Firm agreed with the issuer’s analysis and determined the issuer had no obligations
to absorb expected losses or rights to receive residual returns, nor does it have any
interest or equity investment in SAPLA. In addition, the Firm determined that the issuer

had no control over SAPLA either directly or indirectly as defined under FASB ASC
Topic 810.

| have read the facts as presented above and agree& or disagree[_|. (If disagree,
provide reasons below.)

Firm Representative: Davis HYW—,P Ref i rrr Dﬂz’/ 942* ?/9/3

Printed Name and Title Signature and Date

PCAOB Comment — Issue:

The Firm failed to perform sufficient procedures to evaluate the relationship between
APLA and the issuer in accordance with PCAOB Auditing Standard ("AS") 14
valuating Audit Results.

S \7 $pecifically, the Firm failed to obtain sufficient appropriate evidence to determine
0\\\ hether SAPLA was a VIE under FASB ASC, Topic 810. The Fimm failed to evaluate
whether: (1) substantially all of the activities of SAPLA are conducted on behalf of the

issuer, (2) which interests are variable interests in SAPLA, and (3) which party is the
primary beneficiary. In addition, given that SAPLA is owned by the wife of the CEO of
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the issuer, the Firm failed to evaluate whether the issuer had control over SAPLA, even
if indirectly.

PCAOB Reviewer: Isl Sean D. Kelley
Sean D. Kelley August 23, 2013
Printed Name Signature and Date

PCAOB Inspection Is/Robbyn M. Johnson

Leader: Robbyn M. Johnson August 26, 2013
Printed Name Signature and Date

Firm's Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. If your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during

the audit, or if procedures were performed and/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 380 and/or
AU 561):

Firm Representative Responsible for the Firm’s Response and/or Remedial
Action(s):

Firm Representative: DA\/ (A H”f“—, Q«éf‘ DA W/ Vé()( j‘/q/’ 3

Printed Name and Title  Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:

(a/k/a The Hall Group, CPAS) July 15, 2013
Office:  Lewisville, TX Issuer's FYE:  June 30, 2012
Issuer: Control

Freestone Resources, Inc. Number: FRI-01 “

PCAOB Comment - Facts:

The issuer describes its business activities as an oil and gas technology development-
stage company as defined in Financial Accounting Standards Board (‘FASB")
Accounting Standards Codification ("ASC"), Topic 915, Development Stage Entities
according to its Form 10-K for the fiscal year ended June 30, 2012. As of July 1, 2010
the issuer reentered the development stage to devote substantially all of its efforts to
raising capital to construct a prototype and to develop a wholly-owned oil separation
technology as its primary business operations; no sales have been derived to date from
its principal operations.

As of June 30, 2012, oil and gas properties used for research and development
represented approximately $23,000 or 11 percent of total assets. For the fiscal year
ended June 30, 2012 and 2011, the issuer's revenues from oil and gas sales were

approximately $5,700 and $41,000, respectively, or 100 percent of revenue for each
fiscal year. :

The Firm’s planning materiality for the audit was $6,400. The Firm assessed inherent
risk as low and control risk as high and the risk of material misstatement as low for all
the assertions related to oil and gas propetties.

The issuer disclosed the following in /tem 1. Description of Business of its Form 10-K for
the fiscal year ended June 30, 2012:

Freestone Resources, Inc. (the “Company” or ‘Freestone”) is an oil and gas
technology development company that is actively developing and marketing
technologies and solvents designed to benefit various sectors in the oil and gas
industry. The Company’s flagship technology, the Oil Recovery Unit (“ORU’), was
developed for the extraction of hydrocarbons of value from ground soils, oil sands,
vessels and other hydrocarbon-containing materials. The ORU's primary use is for
the cleanup of hydrocarbon contamination, and the extraction of hydrocarbons of
value from oil sands and oil shale.

Freestone is also actively researching complimentary technologies that will be
utilized with the ORU system in order to provide complete production and
remediation solutions to oil and gas operators, drillers, and producers. The
technologies currently under evaluation include systems designed to recycle frac
water and produced water.
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Free;stone's current well assets and leases were purchased for the purpose of
testing various solvents and technologies designed to increase oil and gas
production. These leases contain wells that have paraffin and asphailtine problems,

and the tests are allowing the Company to perfect a treatment method that can be
marketed to potential customers.

The Firm's work papers included a memorandum prepared by the issuer and dated
June 30, 2012 that contained, in part, the following:

The oil and gas properties owned by Freestone Resources, Inc. (“the Company”)
were purchased as test properties for the various solvent technologies the Company
has developed and/or analyzes for potential development. The aforesaid oil and gas
properties were not purchased by the Company with the intent of creating assets for
the company or for further development, but rather for testing and research on wells
that have varying conditions. In order to get the most accurate data of the solvent’s
abilities the Company as required to purchase and own the wells so that the data
could be verified as accurate by the Company without the fear of third-party
variables... Due to the Company's business of oil and gas technology development
and environmental cleanup, and that these properties were only purchased fo test
these technologies, it was decided that ASC 932 requirements did not apply to the
Company as the Company does not develop these properties, does not plan to
develop these properties, and does not produce oil and gas in significant quantities
from these properties.

The Firm’s work papers also included a memorandum prepared by the Firm and dated
June 30, 2012 that contained, in part, the following:

FASB ASC Topic 932, Extractive Activities — Oil and Gas ("ASC 932") indicates that
companies with revenue from oil and gas production activities provide additional
supplemental information in the notes to the financial statements.

Freestone is an oil and gas technologies company that has oil and gas revenues as
a byproduct of their research and development of their technologies to improve
conditions of underperforming wells... As a part of their research, the technologies
are applied to the wells and the oil is pumped and tested. As a result, oil is captured
and must be disposed of in an approved, environmental manner. Therefore, oil is
captured in holding tanks, and purchased by companies in the business of collecting
and refining the oil. Revenues from the purchase of oil and gas are minimal
(approximately $5,700 for the year ended June 30, 2012)...

Management believes, and the Firm concurs, that to present the Company as an oil
and gas company would be misleading to their investors and to the public and

therefore, does not present disclosures regarding oil and gas properties that are
discussed in ASC 932.

| have read the facts as presented above and agree%or disagree[ |. (If disagree,
provide reasons below.)

Firm Representative: D’AW 1D Hﬂ“ %@(ZESIDQ\‘I‘ g /v{(?
2
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Divin e VDJL/M f/fﬁ?

Printed Name and Title ~ Signature and Date

PCAOB Comment - Issue:

FASB ASC Topic 932, Extractive Aclivities — Oil and Gas (‘FASB ASC 9327,
establishes standards of financial accounting and reporting for the oil and gas producing
activities of a business enterprise. Those activities involve the acquisition of mineral
interests in properties, exploration (including prospecting), development, and production
of crude oil, including condensate and natural gas liquids, and natural gas (hereinafter
collectively referred to as oil and gas producing activities). ’

ASC 932 states the following:

“All entities engaged in oil and gas producing activities shall disciose in their financial
statements the method of accounting for costs incurred in those activities and the
manner of disposing of capitalized costs relating to those activities.” -

"Publicly traded companies that have significant oll and gas producing activities shall
disclose with complete sets of annual financial statements the information required
by the remainder of this Section. Those disclosures relate to the following and are
considered to be supplementary information:

Proved oil and gas reserve quantities

Capitalized costs relating lo oil- and gas-producing activities

Continued capitalization of exploratory well cost

Costs incurred for property acquisition, exploration and development activities
Results of operations for oil- and gas-producing activities

A standardized measure of discounted future net cash flows relating to
proved oil and gas reserve quantities

g. Changes in the standardized measure of discounted future net cash flows”

SO0 QOO

ASC 932-235-50-2 also defines “significant oil and gas producing activities” as
follows:

"An entity is regarded as having significant oil and gas producing activities if it
salisfies any of the following criteria. The criteria shall be applied separately for each
year for which a complete set of annual financial statements is presented.

a. Revenues from oil and gas producing activities, as defined in paragraph 932-
235-50-24 (including both sales to unaffiliated customers and sales or
transfers to the entity's other operations), are 10 percent or more of the
combined revenues (sales to unaffiliated customers and sales or transfers to
the entity's other operations) of all of the entity's industry segments. An
industry segment is a component of an entity engaged in providing a product
or service or a group of related products or services primarily to external
customers (that is, customers outside the entity) for a profit.

b. Results of operations for oil and gas producing activities, excluding the effect
of income taxes, are 10 percent or more of the greater of:
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1. The combined operating profit (including equity eamnings) of all industry
segments that did not incur an operating loss

~

2. The combined operating loss (including equity losses) of all industry
segments that did incur an operating loss.

c. The identifiable assets of oil- and gas-producing activities (tangible and
intangible entity assets that are used by oil- and gas-producing activities,
including an allocated portion of assets used jointly with other operations and
the investment balance in the oil- and gas-producing activities of equity
method investees) are 10 percent or more of the assets of the entity,
excluding assets used exclusively for general corporate purposes.

The Firm's audit work papers reflected that the Firm considered the applicability of
FASB ASC 932 to the issuer, but it appears the Firm failed to reach an appropriate
conclusion on this matter in accordance with PCAOB Auditing Standard No. 14,
Evaluating Audit Results ("AS 14"), which requires that all relevant audit evidence,
regardless of whether it appears to corroborate or to contradict the assertions in the
financial statements, should be taken into account.

Specifically, the Firm inappropriately accepted the issuer's accounting and disclosure
for the oil and gas properties and should have identified and addressed this departure
from GAAP in the issuer's financial statements given that the issuer met two of the
criteria to be regarded as an entity with significant oil and gas producing activities.

PCAOB Reviewer: Isl Ed Kim

Ed Kim July 10, 2013

Printed Name Signature and Date
PCAOB Inspection IsIRobbyn M. Johnson
Leader: Robbyn M. Johnson July 11, 2013

Printed Name Signature and Date

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. |f your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit; or if procedures were performed and/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
AU 561):

Firm Representative Responsible for the Firm’s Response and/or Re ial / /
Action(s):
)M ' \LQ {ZZ%SIM
Firm Representative: \ 1D UL\
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Printed Name and Title Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:
_(a/k/a The Hall Group, CPAS) July 15, 2013
Office:  Lewisville, TX Issuer's FYE:  June 30, 2012
Issuer: Control /
Freestone Resources, Inc. Number: FRI-02

PCAOB Comment - Facts:

The issuer presented the line item “Equily Investment in Freestone Water Solutions’ in
the amount of $11,978 as a current liability on its balance sheet as of June 30, 2012

which represented approximately 22 percent and 12.5 percent of the issuer's current
liabilities and total liabilities at June 30, 2012, respectively.

The Firm's planning materiality for the audit was $6,400. The Firm assessed inherent
risk as low and control risk as high and risk of material misstatement as low for all
assertions related to accounts receivable and sales (the issuer classified the Equity
Investment in Freestone Water Solutions as “AR — Related Parties” at the time of the
risk assessment).

The issuer (alternately referred to as “Freestone” or the “Company” in its Form 10-K)
disclosed the following in its Form 10-K for the fiscal year ended June 30, 2012:

i Note 1 — Nature of Activities and Significant Accounting Policies: “The
Company owns 48% of Freestone Water Solutions, LLC and has recorded
the investment in accordance with the equity method.”

ii. Note 3 — Related Party Transactions: “The Company has a related party
receivable of $15,000 from Freestone Water Solutions (“FWS”) a joint venture
between MEA Solutions, LLC and Freestone Resources, Inc. which was
created in September of 2011. Freestone does not have a controlling equity
position in FWS nor does Freestone control the board or management of
FWS... MEA and Freestone have advanced FWS certain shori-term, start-up
cash, which FWS intends to repay o Freestone and MEA upon funding
and/or when profits are made. Profits and losses from FWS will be accounted
for under the equity method and reflected as an investment in Freestone
Water Solutions on the balance sheet. As discussed in Note 14, on
September 4, 2012, FWS was dissolved. The receivable has been written off
to bad debt expense, as it is deemed uncollectible.”

iii. Note 14 — Subsequent Events: “On September 4, 2012 the Board of Directors
of Managers of Freestone Water Solutions, LLC ("FWS"), a Nevada limited
liability company, voted to accept the resignation of Gerald ‘OJ’ Armstrong as
President of FWS and voted to dissolve FWS... As a result, the $15,000
receivable from FWS has been written off as of June 30, 2012. On August

] HALL, DAVID 00041



13, 2012, the Company advanced $12,000 to FWS fo pay for expenses

l;qcun'ed related to test equipment. This amount will be expensed at that
ime.” .

The Firm's work papers included the following notations:

i “Any profits or losses of FWS will be disclosed as ‘income or loss from equity
investment’ in the consolidated statement of operations.”

ii. “As of June 30, 2012, FWS had a net loss of $24,954, of which the
Company’s share is $11,978. We propose the following AJE to record the

investment:
Loss on Equity Method Investment - ( 9¢ "2»> . $11,978

Equity Investment in Freestone Water Systems $11,978
Bad Debt Expense : $15,000

AR- Related Party _ ‘ $15,000

As discussed in the excerpt from Note 3 above, prior to the recording of the above
entries, the issuer had a $15,000 “AR- Related Party” balance.

The Firm's work papers also included an email from the CEO of the issuer to the Firm
that read as follows:

“The $12,000 was an advance made by our side and matched by MEA in August to
‘cover costs related to a smaller test unit we rented in late July. We did not know that
we were going to dissolve FWS at the time the advance was made.”

Inspection Team Note: The $12,000 discussed in the paragraph above refers to a
$12,000 advance made by the issuer in August 2012, subsequent to the fiscal year
ended June 30, 2012 audit being inspected and is not to be confused with the $11,978
recorded by the issuer as its share of FWS' loss for its fiscal year ended June 30, 2012.

| have read the facts as presented above and agree X} or disagree[ 1. (If disagree,
provide reasons below.)

Firm Representative: DA—V S ,“'A'“—.?Réh bert™ m IYL*( F/{/ v

Printed Name and Title  Signature and Date

PCAOB Comment - Issue:

inancial Accounting Standards Board (“FASB") Accounting Standards Codification
("ASC") Topic 323, Investments — Equity Method and Joint Ventures (“FASB ASC 323")
edtablishes—standards of financial accounting and reporting for equity method
inyestments and joint ventures.

0\\\5 Y
ASB ASC 323 states the following:
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"An {nvestor shall adjust the carrying amount of an investment for its share of the
eamings or losses of the investee after the date of investment and shall report the
recognized earnings or losses in income.”

“An investor's share of losses of an investee may equal or exceed the canying
amount of an investment accounted for by the equity method plus advances made
by the investor. An equity method investor shall continue to report losses up fo the
investor's investment carrying amount, including any additional financial support
made or committed to by the investor. Additional financial support made or
committed to by the investor may take the form of any of the following:

Capital contributions to the investee

Investment in additional common stock of the investee

Investments in preferred stock of the investee

Loans to the investee '

Investments in debt securities (including mandatorily redeemable preferred
stock) of the investee

f. Advances to the investee”

20T

“The investor ordinarily shall discontinue applying the equity method if the
investment (and net advances) is reduced to zero and shall not provide for additional
losses unless the investor has guaranteed obligations of the investee or is otherwise
committed to provide further financial support for the investee.”

SB ASC Topic 855, Subsequent Events establishes the standards for financial
unting and reporting of events or transactions that occur after the balance sheet

FASB ASC 855 contains the following guidance:

“An entity shall not recognize subsequent events that provide evidence about
conditions that did not exist at the date of the balance sheet date but arose after the
balance sheet date but before financial statements are issued or are available to be
issued.”

The Firm failed to perform sufficient procedures in accordance with Auditing Standard
4 No. 15, Audit Evidence ("AS No 15"), to appropriately identify the issuer's misapplication
(}{1, f FASB ASC 323 and FASB ASC 855. Specifically, the Firm failed to recognize that:

“AR - Related Party” account, which appears to be the original investment by the
issuer for its investment in FWS, thereby reducing the asset in accordance with
FASB ASC 323, and,

\\Y(O (1) the issuer's $11,978 share of FWS' loss should have been applied to the issuer's

(2) the dissolution of FWS was a non-recognizable subsequent event to the issuer
per FASB ASC 855 and therefore should not have been reflected in the financial
statements of the issuer for the fiscal year ended June 30, 2012.

The impact of the issuer's misapplication of FASB ASC 323 and FASB ASC 855 as of
June 30, 2012 on its financial statements was:
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e Investment in FWS understated by $3,022 (1.5 percent of total assets)
« Liabilities overstated by $11,978 (12.5 percent of total liabilities)
Stockholders’ equity understated by $15,000 (14 percent of total stockholders’
equity)
» Net loss overstated by $15,000 (3 percent of net loss)

PCAOB Reviewer: Is| Ed Kim

Ed Kim July 10, 2013

Printed Name Signature and Date
PCAOB Inspection IsIRobbyn M. Johnson
Leader: Robbyn M. Johnson July 11, 2013

Printed Name Signature and Date

—_ |

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. If your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit, or if procedures were performed and/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
AU 561): '

Firm Representative Responsible for the Firm's Response and/or Remedial
Action(s):

Firm Representative: /'7&/ 10y Hw, Qo&ﬂ%"r m//vl‘( FA‘%)

Printed Name and Title  Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:
(alk/a The Hall Group, CPAS) July 15, 2013
Office: Lewisville, TX Issuer's FYE:; June 30, 2012
|ssuer: Control /
Freestone Resourceés, Inc. Number: FRI-03

PCAOB Comment - Facts:

The issuer describes its business activities as an oil and gas technology development-
stage company as defined in Financial Accounting Standards Board (“FASBY)
Accounting Standards Codification ("ASC"), Topic 915, Development Stage Entities
according to its Form 10-K for the fiscal year ended June 30, 2012. As of July 1, 2010
the issuer reentered the development stage to devote substantially all of its efforts to
raising capital to construct a prototype and to develop a wholly-owned oil separation
technology as its primary business operations; no sales have been derived to date from
its principal operations.

The issuer's Asset Retirement Obligation ("ARO") liability for the plug and abandonment
of oil and gas properties was approximately $41,000 or 43 percent of total liabilities and
178 percent of oil and gas properties as of June 30, 2012. This was an increase to the
liability of $22,263, and a corresponding “Revision to ARO estimate” expense was
recorded for the fiscal year ended June 30, 2012.

The Firm's planning materiality for the audit was $6,400. The Firm assessed inherent
risk as low and control risk as ‘high and risk of material misstatement as low for all
assertions related to property, which included oil and gas properties and the asset
retirement obligations related to them.

Disclosed in Note 1 — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING
POLICIES of the issuer's financial statements included in the Form 10-K for the fiscal
year ended June 30, 2012 was the following related to the issuer's ARO liability policy:

The Company records the fair value of a Iiability for asset retirement obligations

(“ARQ”) in the period in which an obligation is incurred and records a corresponding
-increase_in_the carrying amount of the related long-lived asset. For freestone
Resources, asset retirement obligations primarily relateto the abandonment of oil
and gas properties. The present value of the estimated asset retirement cost is
capitalized as part of the carrying amount of oil and gas properties. The settlement
date fair value is discounted at Freestone Resource’s credit adjusted risk-free rate in
determining the abandonment liability. The abandonment liability is accreted with the
passage of time to its expected settlement fair value. Revisions to such estimates
are recorded as adjustments to the ARO and capitalized asset retirement costs and
are charged to operat:ons in the period in which they become known. At the time the
abandonment cost is incurred, Freestone Resources is required to recognize a gain
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or loss if the actual costs do not equal the estimated costs included in the ARO.
During 2012 and 2011, the Company recognized no accrefion expense, as the
properties were written down to salvage value as of June 30, 2009.

The amounts recognized for the ARO are based upon numerous estimates and
assumptions, including future abandonment costs, future recoverable quantities of
oil and gas, future inflation rates, and the credit adjusted risk free interest rate.

“Included in the Firm’s audit work papers was a spreadsheet prepared by the issuer titled
“ARO Schedule 6.30.12 Freestone” that calculated the issuer's asset retirement
obligation -for its wells. The issuer-prepared spreadsheet included the assumptions
used by the issuer and detailed the calculation process. The Firm's work papers
included documentation of the Firm's evaluation of the issuer's assumptions used in the
calculation. Included among the, issuer’s assumptions was an “Assumed cost per 7,500
feet drilled” of $22,500 to plug and abandon the issuer’s wells. The Firm’s evaluation of
this assumption by the issuer included the following:

C. There have been no significant changes in the cost to plug and abandon a well
and an average cost is $22,500 per 7,500 feet drilled. When the Company does
their own work, they are able to come in at less of a cost, however, when certain
outside operating companies do the P&A work, it comes in slightly higher.
Therefore, this is an average of the two.

Also included on this issuer-prepared spreadsheet was the following notation by the
Firm:

AA. Per Clayton Carter, CEO, the Company took on the liability of plugging the
Seguin wells in 2012. We have therefore established the liability consistent w/ the
other P+A assumptions, as discussed herein.

| have read the facts as presented above and agree}#or disagree[ ]. (if disagree,
provide reasons below.)

Firm Representative: WAJ "> +7M/L Pﬂf( 1% D‘\Z /VL“‘ /[/l

Printed Name ahd Title _Signature and Date

PCAOB Comment - Issue:

FASB ASC Topic 410, Asset Retirement and Environmental Obligations (“FASB ASC
10"), establishes standards of financial accounting and reporting for asset retirement
bligations. FASB ASC 410 includes the following:

Changes resulting from revisions to the timing or the amount of the original estimate
of undiscounted cash flows shall be recognized as an increase or a decrease in the
carrying amount of the liability for an asset retirement obligation and the related
asset retirement cost capitalized as part of the carrying amount of the related long-
lived asset.
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The Firm inappropriately accepted the issuer's accounting and disclosure for its asset
retirement obligation and should have identified and addressed this departure from
GAAP in the issuer’s financial statements given that the issuer recognized an increase
in its asset retirement obligation liability and did not capitalize the additional asset
retirement cost to the related oil and gas properties.

In addition, the Firm failed to perform sufficient procedures to determine whether the
ARO liability was appropriately stated as of June 30, 2012 in accordance with AU 342,
Auditing Accounting Estimates. Specifically, the Firm failed to test management's
estimate of costs to plug and abandon the issuer's oil and gas properties.

PCAOB Reviewer: Is] Ed Kim
' Ed Kim July 10, 2013
Printed Name Signature and Date
PCAOB Inspection Is/IRobbyn M. Johnson
Leader: Robbyn M. Johnson July 15, 2013
Printed Name Signature and Date

.
e ————————— e —————— e e e e e e .
— ——— —————————— ——————————— —

Firm’s Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. [f your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit; or if procedures were performed and/or documented subsequent to the
audit.):

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
AU 561).

Firm Representative Responsible for the Firm’s Response and/or Remedial

Action(s):
Firm Representative: DA\f s H"G-M' P e e W / Vé'q 4%/12

Printed Name and Title Signature and Date
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PUBLIC COMPANY ACCOUNTING OVERSIGHT BOARD
INSPECTION COMMENT FORM

Firm: David S. Hall, P.C. Date:
(a/k/a The Hall Group, CPAs) July 15, 2013
Office: Lewisville, TX Issuer's FYE: June 30, 2012
Issuer: Control /
Freestone Resources, Inc. Number: FRI-04

PCAOB Comment — Facts:

The issuer describes its business activities as an oil and gas technology development-
stage company as defined in Financial Accounting Standards Board (“FASB")
Accounting Standards Codification (“ASC"), Topic 915, Development Stage Entities
according to its Form 10-K for the fiscal year ended June 30, 2012. As of July 1, 2010
the issuer reentered the development stage to devote substantially all of its efforts to
raising capital to construct a prototype and to develop a wholly-owned oil separation
technology as its primary business operations; no sales have been derived to date from
its principal operations.

As of June 30, 2012, oil and gas properties used for research and development
represented approximately $23,000 or 11 percent of total assets.

The Firm’s planning materiality for the audit was $6,400. The Firm assessed inherent
risk as low and control risk as high and the risk of material misstatement as low for all
assertions related to oil and gas properties, which included oil and gas properties used
for research and development.

The issuer disclosed the following in Note 2 — FIXED ASSETS to their financial
statements included in its Form 10-K for the fiscal year ended June 30, 2012:

The Company’s oil and gas properties used for research and development were
written down to salvage value during the year ended June 30, 2009.

The Firm's work papers included a memorandum prepared by the Firm dated June 30,
2012 that included, in part, the following with respect to the valuation of the issuer's
wells as of June 30, 2012:

In 2009, it was determined by the Company’s management, and agreed to by their
prior auditors, that the estimated fair value of the properties needed to be reduced.

During the June 30, 2012 audit, the Firm discussed the prospects of the well with
Clayton Carter, CEO. He had determined, through discussion with their consultants
and board, that there was no change in the prospects of the wells, and that the
Company did not believe that investing more money in the equipment was a prudent
decision at that time. The Company is in the development stage, and their strategy
is to do the necessary testing on the well, then sell the lease and acquire other wells
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with different atfributes with the proceeds. He indicated there has been no change
in the equipment at the leases and that salvage value, which was estimated at 10%
of the original cost, remains appropriate. Estimate appears reasonable. We .
reviewed the client's calculation of the 10% (of the original cost) salvage value and

based upon analysis, appears o remain as valid salvage value with no additional
impairment necessary at June 30, 2012.

The Firm also furnished a memorandum to the inspection team during inspection field
work prepared by the issuer's Oil and Gas Operations Manager, who provided his
evaluation of the salvage values for the issuer's oil and gas properties. This
documentation was not part of the original archived audit work papers for the issuers
audit provided by the Firm at the start of inspection field work.

| have read the facts as presented above and agree E?(or disagree[ ). (If disagree,
provide reasons below.)

Firm Representative; @AV D H’ﬂ u, Pﬁf“ﬁ(ﬂ‘ W’VLA

Printed Name and Title  Signature and Date
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PCAOB Comment — Issue:

Financial Accounting Standards Board (*FASB”) Accounting Standards Codification
("ASC"), Topic 360, Property, Plant and Equipment includes the following:

A long-lived asset (asset group) shall be tested for recoverability whenever events or
changes in circumstances indicate that its camying amount may not be recoverable.
The following are examples of such events or changes in circumstances:

a. A significant decrease in the market price of a long-lived asset (asset group)

b. A significant adverse change in the extent or manner in which a long-lived
asset (asset group) is being used or in its physical condition

c. A significant adverse change in legal factors or in the business climate that
could affect the value of a long-lived asset (asset group), including an
adverse action or assessment by a regulator

d. An accumulation of costs significantly in excess of the amount originally
expected for the acquisition or construction of a long-lived asset (asset group)

e. A current-period operating or cash flow loss combined with a history of
operating or cash flow losses or a projection or forecast that demonstrates
continuing losses associated with the use of a long-lived asset (asset group)

f. A current period expectation that, more likely than not, a long-lived asset
(asset group) will be sold or otherwise disposed of significantly before the end
of its previously estimated useful life. The term “more likely than not” refers to
a level of likelihood that is more than 50 percent. .
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The Firm failed to perform sufficient procedures to test the issuer's properties for
impairment. Specifically, the Firm failed to perform procedures to consider the issuer's
history of net operating losses and the going concern opinions that it issued for the
three years.ended June 30, 2012 as indicators of impairment, and therefore, also failed
to test the recoverability of the asset by comparing the carrying value to the
undiscounted cash flows in accordance with ASC Topic 360.

PCAOB Reviewer: Is! Ed Kim

Ed Kim July 10, 2013

Printed Name Signature and Date
PCAOB Inspection Is/Robbyn M. Johnson
Leader: Robbyn M. Johnson July 11, 2013 N

Printed Name Signature and Date

Firm's Response (Indicate agreement or disagreement with the issue(s) noted above
and specific reasons to support your response. [f your response includes procedures
performed by the engagement team, indicate if procedures were performed and
documented during the audit; if procedures were performed but not documented during
the audit; or if procedures were performed and/or documented subsequent to the
audit.);

Firm’s Remedial Action(s) (if applicable, consider the requirements of AU 390 and/or
AU 561):

Firm Representative Responsible for the Firm’s Response and/or Remedial
Action(s):

Firm Representative: (DA"I‘B HM ﬁ)a‘ifuw—' W/\é“‘ d:/G/D

Printed Name'and Title  Signature and Date
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