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Thomas Benson, C.P.A.
Certified Public Accountant
4599 Mistywood Drive
Qkemos, MI 48864

" Board of Directors

Conversion Solutions Holdings Corp.
A Development Stage Company

125 Townpark Drive, Suite 300
Kennesaw, GA 30144

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOQUNTING FIRM

The Board of Directors and Stockholders of Conversion
Splutions Holdings Corp.

We have audited the accompanying balance sheet of
Conversion Solutions Holdings Corp. as of June 30, 2006 and
the related statements of operations, and stockholders'
equity (deficit) and cash flows, for the year ended June
30, 2006. These financial statements are the responsibility
of the Company's management. Our responsibility i1is to
express an opinion on these financial statements based on

our audits.

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. We were not engaged fto perform an audit of
internal control over financial reporting. Our audits
include consideration of internal control over financial
reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the Company's internal control over financial reporting.
Accordingly, we express no such opinion.

An audit includes examining, on a test basis, -evidence
supporting the amounts and disclosure in the financial
statements, assessing the accounting principles used and
significant estimates made by management, and evaluating
the overall financial statement presentation. We belleve
that our audit provides a reasonable basis for our opinion.

SEC-E-008374

SEC-E-008374



In our opinion, the financial statements referred to above
present fairly, in all material respects, the financial
position of Conversion Solutions Holdings Corp. as of June
30, 2006 and the results of its operations and its cash
flows for the year ended June 30, 2006 in conformity with
accounting principles generally accepted in the United
States of America. '

“homoa Gmom

THOMAS BENSON, C.P.A.

September 28, 2006
Okemos, MI 48864

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE
. FINANCIAL STATEMENTS.
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CONVERSION SOLUTIONS HOLDINGS CORP.
{A Development Stage Company)
Balance Sheet
As of June 30, 2006
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ASSETS:

Current Assets:
Checking / Savings
Interest Receivable

Total Current Asset

Other Assets:

UCC Security Notes

Total Other Assets

Long-Term Assets:
Long-term Investment In Bonds
(See footnote)

“Total Assets

LIABILITIES & EQUITY:

Note Payable )

Long-term Note

Income Tax Payable

Taotal Llablllties

Capital Stock
{common siock, .0001 par value for 23,290,000
and .001 par value for 25,608,637 authorized and
outstanding)

Net Income {loss)
Accumulated Other
Comprehensive Income
Total stockholders equity

TOTAL LIABILITIES & EQUITY

$1,560
$19,869,792

$310,138,000

$19,871,352

$310,138,000

$500,000,000

$6830,009,352

$ 4,400,000
$ 36,000,000
$ 101,060

$ 40,501,060

$2,32¢0
$25,609

$27,938

$18,530,8656
$770,949 469

$789,508,292
$ 830,009,352
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Ordinary Income:
Income (loss)
other Income
Interest Revenue
Total Income
Expenses!
Advertising
Aytomobile
Bank Service Charges
Building Repairs

Contributions
Equipment Rental
License & Permits
Miscellaneous
Payroll Expenses
Contractual Expense
Postage & Delivery
Printing
Professional Fees:
Legal Fees
Public Relations

Rent
Telephone
Travel & Entertainment
Utilities
Other Expenses:
Other Expense
Contractual
Supplies
Taxes & Fees
Income Tax Expense

Total Expenses
Net Income (loss)

Gain per common share

CONVERSION SOLUTIONS HOLDINGS CORP.
(A Development Stage Company)
Statement of Operations
July 1, 200 through June 30, 2006

$0
$0
$19,869,792
$19,869,792

$6,220
$14,053
$2,747
$25,866

$1,000
$522

$36
$62,928
$505,301
$228,806
$2,041
$54
$67,200

$6,398
$62,027
$26,398
$64,218
$2,805
$122,775
$16,039
$432
$101,060

$1,338,927

818530865

$0.38
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CONVERSION SOLUTIONS HOLDINGS CORP,
(A Development Stage Company)
Statement of Cash Flows
- July 1, 2005 - June 30, 2006
OPERATING ACTIVITIES

Net Income $18,530,865
Net Cash Provided by Operating Activities $18,530,865
INVESTING ACTIVITIES:

UCC Security Notes ($310,138,000)

Interest Receivable ($19,869,792)

Long-term Investment in Bonds : {$500,000,000) :
Net Cash Provided by Investing Activities ($830,007,792) ;
FINANCING ACTIVITIES

o Capital Stock $27,938

Accumulated Other Comprehensive Income $770,949,489 |

Income Tax Payable S $101,060 . ;

Note Payable $4,400,000 f

Long-Term Note ‘ $36,000,000 ;

$811,478.487 ;
Net Cash Incregase {decrease] for the period ' $1,560

SEC-E-008379
SEC-E-008379



»»

CONVERSION SOLUTIONS HOLDINGS CORP, = — — === — -

{A DEVELOPMENT STAGE COMPANY)
NOTES TO THE FINANCIAL STATEMENTS

1. FORMATION AND OPERATIONS OF THE COMPANY

Conversion Solutions Holdings Corp. (the "Ccocmpany") was
incorporated under the laws of the State of Delaware on
Pebruary 11, 2005. The Company is organized to engage in
any lawful act or activity for which a corporation may be
organized under the General Corporation Law of the State of
Delaware. The Company has been in the development stage
since its formation on February 11, 2005. Planned principal
operations have only recently commenced, but the Company
has not generated significant revenues.

On April 22, 2005, the Company entered into a stock
purchase agreement with Waatle Holdings Corp. for the
purchase of its {Company) outstanding common shares, with
the agreement being finalized on June 7, 2005%. On June 10,
2005, the Company made a business combination offer to
Waatle Holdings Corp., with the merger being approved by
the shareholders (Waatle Holdings Corp.) on June 17, 2005.

The Company has acquired a number of different companies
either by acquisition or by entering into Jjoint wventure
agreement. Some of these companies include American
International Smart Structures (AISS), Brittenum Brothers
Entertainment, Inc., Rocky Road Records, Inc., Seko
Management Inc., Tserof Holdings 1Inc., CVSU Coffee Shop,
Equine Solutiens Inc., and Stargate Productions. None of
these c¢ompanies have engaged in any significant business
activities or generated any material revenues or expenses
as of the end of the audit period, and thus, does not have
a material impact on the current financial statements.

2, GOING CONCERN

The accompanying financial statements have been prepared on
a going concern basis, which contemplates the realization
of assets and the satisfaction of liakilities in the normal
course of business. The Company does not anticipate re-
occurring net losses for the foreseeable future, but will
require a significant amount of capital to commence its
planned principal operations and proceed with its business
plan. Accordingly, the Company’s ability to continue as a
going concern is dependent upon its ability to secure an

SEC-E-008380
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operations and/or implement its business plan, The
Company'’s plans include an offering of its common stock and
the issuance of debt, however, there is no assurance that
they will be successful in their efforts to raise capital.
These factors, among others, may indicate that the Company
will be unable to continue as a going concern for a
reasconable period of time. The financlal statements do not
include any adjustments relating to the recoverability and
classification of recorded asset amounts or the amounts and
classification of 1liabilities that might be necessary
should the Company be wunable to continue as a going

concern.

3. DEVELOPMENT STAGE COMPANY

As indicated in the previcus notes, the Company is a
development = stage company. It is concentrating
substantially all of its efforts in raising capital and
establishing business operations 1in order to generate
significant revenues. '

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, the Company
considers highly 1ligquid financial instruments purchased
with a maturity of +three months or less to be cash

equivalents.

USE QF ESTIMATES

The preparation of financial statements in accordance with
generally accepted accounting principles requires
management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date
of the financial statements. The reported amounts of
revenues and expenses during the reporting period may be
affected by the estimates and assumptions management is
required to make. Actual results could differ from those

estimates.
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FAIR VALUE OF FINANCIAL INSTRUMENTS -
The fair value of the Company's cash, interest receivable,
accounts ©payable, accrued  expenses and notes payable
approximates their vcarrying value due to their short
maturity. The amount of the interest receivable is computed
based on the coupon interest rate of the long-term
investment, 13.625% applied to the principal amount of the
investment prorated based on the date of the acquisition
tMarch 15, 2006)and subseguent ownership of the investment,
to the end of the audit period, June 30, 2006.

DIVIDENDS
The Company has not yet adopted any policy regarding
payment of dividends. No dividends have been paid or

declared since inception.

5. SHAREHOLDER’S EQUITY

As of June 30, 2006, the Company had 48,898,637 numbers of
common shares outstanding, with $2329 amount received for
service rendered related to the start up of the
organization (23,250,000 shares at .0001 par value per
share) and 25,608,637 shares were issued at a par value of
.00l per share. In addition, the stockholders equity
section consists of net income for the year ended June 30,
2006, as well as the Accumulated Other Comprehensive Income
amount for the period ending June 30, 2006, The total
Accumulated Other Comprehensive Income amount is computed
based on  the total assets plus net income amount less
liabilities for the period ending June 30, 2006.

6. COMMON STOCK

The holders of the Company’s common stock:

a. Have equal ratable rights to dividends from funds
legally available for payment of dividends when, as and if
declared by the beocard of directors;

b. Are entitled to share ratably in all of the assets
available for distribution toc holders of common stock upon
liguidation, dissolution or winding up of affairs;

c¢. Do not have preemptive, subscription or conversion
rights or redemption or access to any sinking fund; and

d. Are entitled to one cumulative vote per share on all
matters submitted to stockholders for a vote at any meeting

of stockholders.
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7. PREFERRED STCCK _
The Company has authorized, but not issued, 20,000,000

shares of preferred stock, $50 par value per share, of
which there are no shares issued and outstanding as of end
of the audit period. The board of directors has the
authority to establish and fix the designation, powers, or
preferences of preferred shares without further vote by the
shareholders.

8. INCOME TAXES
The Company accounts for income taxes under the Financial
{Accounting Standards Board (FASB) Statement No. 109,
"Accounting for Income Taxes” "Statement 109%). Under
Statement 109, deferred tax assets and liabilities are
recognized for the future tax consequences attributable

to differences Dbetween the financial statements carrying
amounts of existing assets and 1liabilities and their
respective tax bases. Deferred tax assets and liabilities
are measured using enacted tax rates expected to apply to
taxable income in the years in which those temporary
differences are expected to be recovered or settled. Under
Statement 109, the effect on deferred tax assets and
liabilities of a change in tax rates is recognized in
income in the period that includes the enactment date.

9. BASIC GAIN PER COMMOW SHARE

The basic gain per common share has been calculated based
on the number of shares outstanding during the period after
giving retroactive effect to any applicable stock splits.
There are no dilutive securities at June 30, 2006 for
purposes of computing fully diluted earnings per share,

10. COMMON STOCK QUISTANDING 7
The authorized capital stock of the Company consists of
100,000,000 shares of common stock, $0.001 par value per

share, of which 48,898,637 shares are issued and

outstanding as of the date of this report. O0f the
48,898,637 shares of common stock issued and outstanding,
23,290,000 shares were issued in exchange for start up
costs at .0001 par value per share and the remaining
25,608,637 shares were issued at .00l par value per share.
Authorized capital stock of the Company also consists of

10
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20,000,000 shares of preferred stock, $50 par value per
share, of which there are no shares issued and outstanding
as of the date of this report. Except for the 48,898,637
shares of common stock referenced in the preceding
sentence, there are no shares of capital stock or other
equity securities of the Company outstanding.

11. UNIFORM COMMERCIAL CODE (UCC) SECURITY NOTE/NOTES
PAYABLE

The Company is the holder of a UCC Security Note (valued in
excess of three hundred million USD), which was obtained as
part of the merger with Waatle Holdings Corp. on June 17,
2005. The UCC Security Note was properly assigned to
Waatle Holdings Corp. (assignee) on April 15, 2004 to be
effective on May 27, 2004 from another company (assignor)
in exchange for agreed upon consideration. The UCC
Security HNote 1is free and <clear of all 1liens and
encumbrances and the company has clear and marketable title
to the assets securing the note. The assignor 1is a
corporation organized and existing under the laws of the
State of Washington and in good standing under the laws of
such State.

The value = of the ucce Security Note is double
collateralized, first by a federal judgment issued and
second, by real property holdings appraised in excess of
sixty million USD. The real property has been properly
recorded as regquired by UCC Security statutes perfecting
the interest of the assets, in accordance with the laws of
the appropriate jurisdiction.

The value components o¢of the notes are as follows:
$172,299,000 in principal and $137,839,000 in interest
computed at 10%. The security note has a Certificate of
Standing properly filed and recorded providing verification
that there are no liens or other encumbrances against the
note, and it is fully owned by the Company.

In consideration for the assignment of the UCC Security
Note, the assignee (Waatle) agreed to pay the assignor
forty million USD in one or more payments, with the first
payment to be made within sixty days of the execution of

the agreement and its supporting documentation. The Company

has recorded the forty million USD obkligation on their
financial statements as a long-term note, in the amount of
$36 million, with a portion (10%) being recorded as a

11
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