
 
 UNITED STATES OF AMERICA 
 Before the 

SECURITIES AND EXCHANGE COMMISSION 
 

SECURITIES EXCHANGE ACT OF 1934 
Release No. 104241 / November 21, 2025 
 
INVESTMENT COMPANY ACT OF 1940 
Release No. 35809 / November 21, 2025 
 
ACCOUNTING AND AUDITING ENFORCEMENT 
Release No. 4578 / November 21, 2025 

 
ADMINISTRATIVE PROCEEDING 
File No. 3-22558 

 
 

In the Matter of 
 
JOHN MICHAELS, CPA 

 
Respondent. 

 
 
 
 

ORDER INSTITUTING PUBLIC 
ADMINISTRATIVE AND CEASE-AND-
DESIST PROCEEDINGS, PURSUANT TO 
SECTION 4C OF THE SECURITIES 
EXCHANGE ACT OF 1934, SECTION 9(f) 
OF THE INVESTMENT COMPANY ACT 
OF 1940 AND RULE 102(e) OF THE 
COMMISSION’S RULES OF PRACTICE, 
MAKING FINDINGS, AND IMPOSING 
REMEDIAL SANCTIONS AND A CEASE-
AND-DESIST ORDER  

   
 

I. 
 
The Securities and Exchange Commission (“Commission”) deems it appropriate that public 

administrative and cease-and-desist proceedings be, and hereby are, instituted against John 
Michaels, CPA (“Michaels” or “Respondent”) pursuant to Section 4C1 of the Securities Exchange 

 
1 Section 4C provides, in relevant part, that: 

  
The Commission may censure any person, or deny, temporarily or permanently, to any person the 
privilege of appearing or practicing before the Commission in any way, if that person is found . . . 
(1) not to possess the requisite qualifications to represent others; (2) to be lacking in character or 
integrity, or to have engaged in unethical or improper professional conduct; or (3) 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.   
 



 2 

Act of 1934 (“Exchange Act”), Section 9(f) of the Investment Company Act of 1940 (“Investment 
Company Act”) and Rule 102(e)(1)(ii) of the Commission’s Rules of Practice.2 

 
II. 

 
In anticipation of the institution of these proceedings, Michaels has submitted an Offer of 

Settlement (the “Offer”) which the Commission has determined to accept.  Solely for the purpose 
of these proceedings and any other proceedings brought by or on behalf of the Commission, or to 
which the Commission is a party, and without admitting or denying the findings herein, except as 
to the Commission’s jurisdiction over it and the subject matter of these proceedings, which are 
admitted, Respondent consents to the entry of this Order Instituting Administrative and Cease-and-
Desist Proceedings, Pursuant to Section 4C of the Exchange Act, Section 9(f) of the Investment 
Company Act of 1940 and Rule 102(e) of the Commission’s Rules of Practice, Making Findings, 
and Imposing Remedial Sanctions and a Cease-and-Desist Order (“Order”), as set forth below.  
 

III. 
 
On the basis of this Order and Michaels’ Offer, the Commission finds3 that:  
 

Summary 
 

1. This matter concerns Michaels’ failure to comply with the Commission’s and Public 
Company Accounting Oversight Board’s (“PCAOB”) auditor independence rules as well as several 
other PCAOB audit standards.  MH Elite Portfolio of Funds Trust, Inc. (“MH Elite”) hired Michaels 
to audit MH Elite’s financial statements for fiscal year 2023, which were filed with the 
Commission.  Michaels was not in compliance with auditor independence rules established by the 
Commission and PCAOB because his wife held investments in MH Elite.  In addition, Michaels 
failed to comply with other PCAOB audit standards because (1) he did not communicate with the 
predecessor auditor before accepting the engagement, (2) he did not appropriately document his 
audit work, and (3) there was no engagement quality review and concurring issuance approval of 
the audit. 

 

 
2 Rule 102(e)(1)(ii) provides, in pertinent part, that: 

 
The Commission may . . . deny, temporarily or permanently, the privilege of appearing or 
practicing before it . . . to any person who is found . . . to have engaged in unethical or improper 
professional conduct. 
 

3 The findings herein are made pursuant to Respondent’s Offer of Settlement and are not binding on any 
other person or entity in this or any other proceeding. 
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Respondent 
  

2. John Michaels, age 75, resides in Brielle, New Jersey and is a certified public 
accountant licensed in New Jersey.  Michaels is a solo practitioner with a focus on tax preparation.  
Michaels registered with the PCAOB in October of 2023.  MH Elite was the first SEC-registered 
company Michaels audited.      

 
Other Relevant Entities 

 
3. MH Elite Portfolio of Funds Trust, Inc. is a registered investment company 

(“RIC”) that was incorporated in New Jersey in 1998 and became a Delaware statutory trust in 
2014.  In 2023, there were four funds with total assets under management of approximately $52 
million: MH Elite Small Cap Fund of Funds (MHELX); MH Elite Fund of Funds (MHEFX); MH 
Elite Select Portfolio of Funds (MHESX); MH Elite Income Fund of Funds (MHEIX). 

 
4. MH Investment Management, Inc. (“MH Investment”), a New Jersey 

corporation, serves as the investment adviser to MH Elite pursuant to an investment advisory 
contract.  MH Investment has been registered with the Commission as an investment advisor since 
1998.     

  
Facts 

 
Lack of Independence 

 
5. Investment Company Act Section 30(a) requires registered investment companies to 

file annual reports in conformity with Section 13(a) of the Exchange Act.  Investment Company Act 
Section 30(g) requires financial statements included in such reports to be certified by an 
independent public accountant. 
 

6. Rule 2-01(c)(1) of Regulation S-X provides: “An accountant is not independent if, 
“at any point during the audit and professional engagement period, the accountant has a direct 
financial interest or a material indirect financial interest in the accountant’s audit client, such as: (i) 
Investments in Audit Clients.  An accountant is not independent when: (A) The accounting firm, 
any covered person in the firm, or any of his or her immediate family members, has any direct 
investment in an audit client….”  “Immediate family members” includes a person’s spouse.  See 
Regulation S-X Rule 2-01(f)(13).  PCAOB standards and rules, which govern the conduct of 
accountants who audit certain registered investment companies, including MH Elite, also require an 
auditor to be “independent.” See AS 1005 Independence; PCAOB Rule 3520 Auditor 
Independence.4 
 

 
4 Reference to PCAOB and other standards and rules are to those in effect during the relevant period. 
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7. On December 13, 2023, MH Elite hired Michaels to perform the audit of MH Elite’s 
2023 financial statements. Throughout the relevant time—both before and during Michaels’ MH 
Elite engagement—Michaels’ wife, an immediate family member, had an approximately $290,000 
investment in the MH Elite funds.  Because Michaels’ wife’s investment in MH Elite during his 
audit engagement created a “direct financial interest . . . in the accountant’s audit client,” Michaels 
was not in compliance with the Commission’s and PCAOB’s auditor independence requirements.   

 
8. Michaels was aware of his wife’s investment at the time he entered into the audit 

engagement with MH Elite.  Michaels was also aware that he was subject to the Commission’s and 
PCAOB’s independence requirement and he represented on multiple occasions detailed below that 
he was independent.  
 

9. In the engagement letter, Michaels wrote: “I will conduct the audit of the financial 
statements in accordance with the standards of the Public Company Accounting Oversight Board 
(PCAOB).”  He also acknowledged that his report would be included in MH Elite’s annual report 
filed on Form N-CSR, and that he would be referred to therein as an “independent registered public 
accounting firm.”   

 
10. On February 27, 2024, Michaels sent a letter to MH Elite’s audit committee, in 

which he represented: “No additional factors have been identified…that may reasonably be thought 
to bear on independence with respect to the Company.  Therefore, as of the date of this 
communication, I reaffirm that John Michaels, CPA is independent with respect to the Funds and in 
compliance with PCAOB Rule 3520.” 
 

11.  In the February 28, 2024 “Report of Independent Registered Public Accounting 
Firm” (the “Audit Report”) issued to MH Elite’s shareholders and board of directors, Michaels 
stated: “I am required to be independent with respect to the Funds in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB.  I conducted my audits in accordance with the standards of the 
PCAOB.” 
 

12. On March 6, 2024, MH Elite filed its 2023 Annual Report on Form N-CSR, which 
included the signed Audit Report on page 37.  Michaels’ Audit Report incorrectly described 
Michaels as “independent with respect to the Funds” when he was not, due to his wife’s investment 
in MH Elite.  
 

13. On April 30, 2024, MH Elite filed post-effective amendment #38, and on July 11, 
post-effective amendment #39, to its Registration Statement, as Form N-1A Prospectuses.  Both 
prospectuses incorporated the 2023 Annual Report by reference, including Michaels’ Audit Report 
that incorrectly represented his independence. 
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AS 2610 Initial Audits—Communications Between Predecessor and Successor Auditors 
 

14. PCAOB Audit Standard 2610 sets out specific procedures to be followed when a 
company changes auditors.  Under AS 2610 paragraph .03, “[a]n auditor should not accept an 
engagement until the communication described in paragraphs .07 through .10 have been evaluated.”  
Paragraph .07 explains that “Inquiry of the predecessor auditor is a necessary procedure because the 
predecessor auditor may be able to provide information that will assist the successor auditor in 
determining whether to accept the engagement.” 

 
15.  Here, MH Elite had previously engaged a different audit firm to audit its financial 

statements through FY 2022 and hired Michaels as a replacement to conduct the FY 2023 audit.  
Michaels did not contact the predecessor auditor before accepting the engagement in December 
2023. 
 

AS 1215 Audit Documentation 
 
16. PCAOB Audit Standard 1215 requires that an auditor prepare audit documentation 

“in sufficient detail to provide a clear understanding of its purpose, source, and the conclusions 
reached” and that is “appropriately organized to provide a clear link to the significant findings or 
issues.” AS 1215, paragraph .04.   

  
17. AS 1215 also requires that an auditor “document the procedures performed, 

evidence obtained, and conclusions reached with respect to relevant financial statement assertions.”  
Further, “[a]udit documentation must contain sufficient information to enable an experienced 
auditor, having no previous connection with the engagement: a. To understand the nature, timing, 
extent, and results of the procedures performed, evidence obtained, and conclusions reached, and b. 
To determine who performed the work and the date such work was completed as well as the person 
who reviewed the work and the date of such review.”  AS 1215, paragraph .06.   
 

18. Michaels’ audit workpapers did not meet this standard.  The workpapers consist only 
of handwritten notes and unidentified mathematic equations, without descriptive explanation or 
identification of the work that is being performed, its purpose, the source of the included 
information, or the conclusion it allowed Michaels to reach, as required by AS 1215.  The 
workpapers are not “organized to provide a clear link to the significant findings or issues.”  AS 
1215, paragraph .04.  Consequently, a reviewer could not identify a workpaper on a specific subject 
and navigate to its documentation.  
 

19. Due to Michaels’ lack of adequate documentation, it is not possible to determine 
“the nature, timing, extent, and results of the procedures performed, evidence obtained, and 
conclusions reached” as required by AS 1215.  Moreover, the workpapers are not dated, and it is not 
possible to determine “the date such work was completed as well as the person who reviewed the 
work and the date of such review.”  Consequently, an “experienced auditor, having no previous 
connection with the engagement” would not be able to understand from review of the workpapers 
what procedures had been done or when or what conclusions had been reached.  AS 1215, 
paragraph .06. 
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AS 1220 Engagement Quality Review 

 
20.    Under PCAOB Audit Standard 1220, audit engagements such as Michaels’ audit 

of MH Elite’s financial statements require an engagement quality review (“EQR”) and concurring 
approval of issuance by a competent, independent, objective auditor associated with a registered 
public accounting firm.  

  
21. Michaels did not comply with this standard because he performed all of the audit 

work himself and never engaged another independent auditor to perform an EQR.    
  

Violations 
 

22. As a result of the conduct described above, Michaels caused MH Elite to violate 
Section 30(g) of the Investment Company Act, which requires in pertinent part that financial 
statements contained in annual reports of registered investment companies be “accompanied by a 
certificate of independent public accountants.”  Michaels was not independent when he issued the 
Audit Report that inaccurately described his firm as “independent with respect to the Funds,” which 
was included in MH Elite’s 2023 Annual Report on Form N-CSR and incorporated by reference in 
the Form N-1As.  Michaels knew or should have known that his actions, as described above, would 
contribute to MH Elite violating Section 30(g) of the Investment Company Act.  
 

23. As a result of the conduct described above, Michaels violated Rule 2-02(b)(1) of 
Regulation S-X, which requires an accountant’s report to state whether the audit was performed in 
accordance with applicable auditing standards.  Michaels violated Rule 2-02(b)(1) when he issued 
the Audit Report attesting that he had conducted MH Elite’s 2023 audit in accordance with PCAOB 
standards when he had not.  Michaels lacked independence during the MH Elite audit.  In addition, 
Michaels’ audit was not performed in compliance with PCAOB Audit Standards 1005, 1215, 1220, 
and 2610. 
 

24. As a result of the conduct described above, Michaels engaged in improper 
professional conduct within the meaning of Section 4C(a)(2) of the Exchange Act and Rule 
102(e)(1)(ii) of the Commission’s Rules of Practice.  Section 4C(a)(2) and Rule 102(e)(1)(ii) 
provide, in pertinent part, that the Commission may censure or deny, temporarily or permanently, 
the privilege of appearing or practicing before the Commission to any person who is found by the 
Commission to have engaged in improper professional conduct.  With respect to persons licensed to 
practice as accountants, “improper professional conduct” includes either of the following two types 
of negligent conduct: (1) a single instance of highly unreasonable conduct that results in a violation 
of applicable professional standards in circumstances in which an accountant knows, or should 
know, that heightened scrutiny is warranted; or (2) repeated instances of unreasonable conduct, each 
resulting in a violation of applicable professional standards, that indicate a lack of competence to 
practice before the Commission.  Rule 102(e)(1)(iv)(B). As discussed above, Michaels engaged in 
repeated instances of unreasonable conduct, each resulting in a violation of applicable professional 
standards.  
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Findings 

 
25. Based on the foregoing, the Commission finds that: 
 

1. Michaels violated Rule 2-02(b)(1) of Regulation S-X and caused MH Elite’s 
violation of Section 30(g) of the Investment Company Act.  

 
2. Michaels engaged in improper professional conduct within the meaning of 

Section 4C(a)(2) of the Exchange Act and Rule 102(e)(1)(ii) of the 
Commission’s Rules of Practice.  

 
IV. 

In view of the foregoing, the Commission deems it appropriate to impose the sanctions 
agreed to in Respondent’s Offer. 

 
Accordingly,  it is hereby ORDERED, effective immediately, that: 

 
A. Michaels shall cease and desist from committing or causing any violations and any 

future violations of Rule 2-02 of Regulation S-X and Section 30(g) of the Investment Company Act.  
 

B. Michaels is denied the privilege of appearing or practicing before the Commission as 
an accountant.  
 

C. After three (3) years from the date of the Order, Michaels may request that the 
Commission consider Michaels’ reinstatement by submitting an application to the attention of the 
Office of the Chief Accountant.  
 

D. In support of any application for reinstatement to appear and practice before the 
Commission as a preparer or reviewer, or a person responsible for the preparation or review, of 
financial statements of a public company to be filed with the Commission, other than as a member 
of an audit committee, as that term is defined in Section 3(a)(58) of the Exchange Act, Michaels 
shall submit a written statement attesting to an undertaking to have Michaels’ work reviewed by the 
independent audit committee of any public company for which Michaels works or in some other 
manner acceptable to the Commission, as long as Michaels practices before the Commission in this 
capacity and will comply with any Commission or other requirements related to the appearance and 
practice before the Commission as an accountant.    
 

E. In support of any application for reinstatement to appear and practice before the 
Commission as a member of an audit committee, as that term is defined in Section 3(a)(58) of the 
Exchange Act, as a preparer or reviewer, or as a person responsible for the preparation or review, of 
any public company’s financial statements that are filed with the Commission, Michaels shall 
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submit a statement prepared by the audit committee(s) with which Michaels will be associated, 
including the following information:    

 
1. A summary of the responsibilities and duties of the specific audit 

committee(s) with which Michaels will be associated; 

2. A description of Michaels’ role on the specific audit committee(s) with which 
Michaels will be associated;  

3. A description of any policies, procedures, or controls designed to mitigate any 
potential risk to the Commission by such service;  

4. A description relating to the necessity of Michaels’ service on the specific 
audit committee; and  

5. A statement noting whether Michaels will be able to act unilaterally on behalf 
of the Audit Committee as a whole.  

F. In support of any application for reinstatement to appear and practice before the 
Commission as an independent accountant (auditor) before the Commission, Michaels must be 
associated with a public accounting firm registered with the PCAOB and Michaels shall submit the 
following additional information: 

 
1. A statement from the public accounting firm (the “Firm”) with which 

Michaels is associated, stating that the firm is registered with the PCAOB in 
accordance with the Sarbanes-Oxley Act of 2002; 

2. A statement from the Firm with which Michaels is associated that the Firm 
has been inspected by the PCAOB and that the PCAOB did not identify any 
criticisms of or potential defects in the Firm’s quality control system that 
would indicate that Michaels will not receive appropriate supervision; and  

3. A statement from Michaels indicating that the PCAOB has taken no 
disciplinary actions against Michaels since seven (7) years prior to the date of 
the Order other than for the conduct that was the basis for the Order.   

G. If Respondent is licensed as a certified public accountant (“CPA”), then in support 
of any application for reinstatement, Respondent shall provide documentation showing that 
Respondent’s license is current and that Respondent has resolved all other disciplinary issues with 
any applicable state boards of accountancy.  If Respondent’s CPA licensure is dependent upon 
reinstatement by the Commission, then Respondent shall provide documents reflecting this 
requirement.  If Respondent has never been licensed as a CPA, then Respondent shall submit a 
signed affidavit truthfully stating under penalty of perjury that Respondent has never been licensed 
as a CPA.   
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H. In support of any application for reinstatement, Michaels shall also submit a signed 
affidavit truthfully stating, under penalty of perjury:  
 

1. That Michaels has complied with the Commission suspension Order, and with 
any related orders and undertakings, or any related Commission proceedings, 
including any orders requiring payment of disgorgement or penalties;  

2. That Michaels undertakes to notify the Office of the Chief Accountant 
immediately in writing if any information submitted in support of the 
application for reinstatement becomes materially false or misleading or 
otherwise changes in any material way while the application is pending;  

3. That Michaels, since the entry of the Order, has not been convicted of a felony 
or a misdemeanor involving moral turpitude that would constitute a basis for a 
forthwith suspension from appearing or practicing before the Commission 
pursuant to Rule 102(e)(2);  

4. That Michaels, since the entry of the Order:  

(a) has not been charged with a felony or a misdemeanor involving 
moral turpitude as set forth in Rule 102(e)(2) of the Commission’s 
Rules of Practice, except for any charge concerning the conduct 
that was the basis for the Order; 

(b) has not been found by the Commission or a court of the United 
States to have committed a violation of the federal securities laws, 
and has not been enjoined from violating the federal securities 
laws, except for any finding or injunction concerning the conduct 
that was the basis for the Order; 

(c) has not been charged by the Commission or the United States 
with a violation of the federal securities laws, except for any 
charge concerning the conduct that was the basis for the Order; 

(d) has not been found by a court of the United States (or any 
agency of the United States) or any state, territory, district, 
commonwealth, or possession, or any bar thereof to have 
committed an offense (civil or criminal) involving moral turpitude, 
except for any finding concerning the conduct that was the basis 
for the Order; and 

(e) has not been charged by the United States (or any agency of the 
United States) or any state, territory, district, commonwealth, or 
possession, civilly or criminally, with having committed an act of 



 10 

moral turpitude, except for any charge concerning the conduct that 
was the basis for the Order. 

5. That Michaels’ conduct is not at issue in any pending investigation of the 
Commission’s Division of Enforcement, the PCAOB’s Division of 
Enforcement and Investigations, any criminal law enforcement investigation, 
or any pending proceeding of a State Board of Accountancy, except to the 
extent that such conduct concerns that which was the basis for the Order. 

6. That Michaels has complied with any and all orders, undertakings, or other 
remedial, disciplinary, or punitive sanctions resulting from any action taken 
by any State Board of Accountancy, or other regulatory body.  

I. Michaels shall also provide a detailed description of: 
 
1. Michaels’ professional history since the imposition of the Order, including 

(a) all job titles, responsibilities and role at any employer; 

(b) the identification and description of any work performed for 
entities regulated by the Commission, and the persons to whom 
Michaels reported for such work; and 

2. Michaels’ plans for any future appearance or practice before the Commission. 

J. The Commission may conduct its own investigation to determine if the foregoing 
attestations are accurate. 

 
K. If Michaels provides the documentation and attestations required in this Order and 

the Commission (1) discovers no contrary information therein, and (2) determines that Michaels 
truthfully and accurately attested to each of the items required in Michaels’ affidavit, and the 
Commission discovers no information, including under Paragraph J, indicating that Michaels has 
violated a federal securities law, rule or regulation or rule of professional conduct applicable to 
Michaels since entry of the Order (other than by conduct underlying Michaels’ original Rule 102(e) 
suspension), then, unless the Commission determines that reinstatement would not be in the public 
interest, the Commission shall reinstate the Michaels for cause shown.     
 

L. If Michaels is not able to provide the documentation and truthful and accurate 
attestations required in this Order or if the Commission has discovered contrary information, 
including under Paragraph J, the burden shall be on the Michaels to provide an explanation as to the 
facts and circumstances pertaining to the matter setting forth why Michaels believes cause for 
reinstatement nonetheless exists and reinstatement would not be contrary to the public interest. The 
Commission may then, in its discretion, reinstate the Michaels for cause shown.     
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M. If the Commission declines to reinstate Michaels pursuant to Paragraphs K and L it 
may, at Michaels’ request, hold a hearing to determine whether cause has been shown to permit 
Michaels to resume appearing and practicing before the Commission as an accountant.  
 

 By the Commission. 
 
 
 

Vanessa A. Countryman 
        Secretary 
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