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ý
Annual report pursuant to section 13 or 15(d) of the Securities
Exchange Act of 1934.
For the fiscal year ending December 31, 2005

Or

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  001-32623

CONVERSION SERVICES INTERNATIONAL, INC.
(Exact name of registrant as specified in its charter)

Delaware 20-0101495
(State or other jurisdiction

of incorporation or organization)
(IRS Employer

Identification number)

100 Eagle Rock Avenue, East
Hanover, NJ

07936

(Address of Principal Executive Offices) (Zip Code)

973-560-9400
(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
Common Stock, $.001 par value American Stock Exchange

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

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act.    Yes  མ    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  o          
NO  ý

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
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incorporated by reference in Part III of this Form 10-KSB or any amendment to this Form 10-KSB. ý

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  o  No  x
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State issuer’s revenues for its most recent fiscal year: $27.6 million

The aggregate market value of the voting stock held by non-affiliates of the registrant was approximately $15,240,210
as of March 31, 2006 (based on the closing price for such stock as of March 31, 2006).

Indicate the number of shares outstanding of each of the issuer’s classes of common stock:

Class Outstanding at March 31,
2006

Common Stock, $.001 par
value

49,997,834
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Explanatory Note

         This Amendment No. 1 to this Annual Report of Form 10-KSB for the year ended December 31, 2005 was filed
in order to restate the consolidated financial statements as of and for the year ended December 31, 2005 to revise the
accounting treatment for the recorded gain on financial instruments. An incorrect stock price was previously used in
the valuation of the liability for the Laurus common stock warrants and the compound embedded derivative liability at
December 31, 2005.

         Parts 1 and 2 have been amended herein to reflect this change. This amendment does not otherwise update
information in the original filing to reflect facts or events occurring subsequent to the date of the original filing.  All
information contained in this Amendment No. 1 and the original filing is subject to updating and supplementing as
provided in periodic reports subsequent to the original filing date of this Form 10-KSB with the Securities and
Exchange Commission.
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PART I

ITEM 1.  BUSINESS

References in this Form 10-KSB to the “Company,” “CSI,” “we,” “our,” and “us” refer to Conversion Services International, Inc.
and our consolidated subsidiaries. We are a technology firm providing professional services to the Global 2000 as
well as mid-market clientele. Our core competency areas include strategic consulting, data warehousing, business
intelligence and data management consulting. Our clients are primarily in the financial services, pharmaceutical,
healthcare and telecommunications industries, although we do have clients in other industries. Our clients are
primarily located in the northeastern United States. We enable organizations to leverage their corporate information
assets by providing strategy, process, methodology, data warehousing, business intelligence, enterprise reporting and
analytic solutions. Our organization delivers value to our clients, utilizing a combination of business acumen,
technical proficiency, experience and a proven set of “best practices” methodologies to deliver cost effective services
through time and material engagements (or on occasion fixed price engagements). CSI empowers clients to gain
insight and intelligence from corporate data through our combination of business acumen, technical proficiency and
proven methodology. We are committed to being a leader in data warehousing and business intelligence consulting,
allowing us to be a valuable asset and trusted advisor to our customers.

We believe that our primary strengths that distinguish us from our competitors are our:

· role as a full life-cycle solution provider;
· ability to provide strategic guidance and ensure that business requirements are properly supported by technology;

· ability to provide solutions that integrate people, improve process and integrate technologies;
· extensive service offerings as it relates to data warehousing, business intelligence, strategy and data quality;

· our perspective regarding the accuracy of data and our data purification process;
· best practices methodology, process and procedures;

·experience in architecting, recommending and implementing large and complex data warehousing and business
intelligence solutions;

· understanding of data management solutions; and
· ability to consolidate inefficient environments into robust, scalable, reliable and manageable enterprise solutions.

Our goal is to be the premier provider of data warehousing, business intelligence and related strategic consulting
services for organizations seeking to leverage their corporate information. In support of this goal we intend to:

· enhance our brand and mindshare;
· continue growth both organically and via acquisition;

· increase our geographic coverage;
· expand our client relationships;

· introduce new and creative service offerings; and
· leverage our strategic alliances.
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We are committed to being a leader in data warehousing and business intelligence consulting. As a data warehousing
and business intelligence specialist, we approach business intelligence from a strategic perspective, providing
integrated data warehousing and business intelligence strategy and technology implementation services to clients that
are attempting to leverage their enterprise information. Our matrix of services includes strategy consulting, data
warehousing and business intelligence architecture and implementation solutions, data quality solutions and data
management solutions. We have developed a methodology which provides a framework for each stage of a client
engagement, from helping the client conceive its strategy, to architecting, engineering and extending its information.
We believe that our integrated methodology allows us to deliver reliable, robust, scalable, secure and extensible
business intelligence solutions in rapid timeframes based on accurate information.

We are a Delaware corporation formerly named LCS Group, Inc. In January 2004, a privately-held company named
Conversion Services International, Inc. (“Old CSI”) merged with and into our wholly owned subsidiary, LCS
Acquisition Corp. In connection with such transaction: (i) a 16-year old information technology business (formed in
1990) became our operating business, (ii) the former stockholders of Old CSI assumed control of our Board of
Directors and were issued approximately 75.9% of the outstanding shares of our common stock at that time (due to
subsequent events, that percentage of ownership has decreased), and (iii) we changed our name to “Conversion
Services International, Inc.” The acquisition was accounted for as a reverse acquisition. Please see Note 1 Accounting
Policies of the Notes to Consolidated Financial Statements for further discussion on this transaction.

On September 21, 2005, our common stock began trading on the American Stock Exchange under the symbol “CVN”.

Our offices are located at 100 Eagle Rock Avenue, East Hanover, New Jersey 07936, and our telephone number is
(973) 560-9400.

Our Services

As a full service strategic consulting, business intelligence, data warehousing and data management firm, we offer
services in the following solution categories:

Strategic Consulting: Involves planning and assessing both process and technology, performing gap analysis, making
recommendations regarding technology and business process improvements to help our clients realize their business
goals and maximize their investments in people and technology.
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Business and Process Consulting

·Information, Process and Infrastructure (IPI) Diagrams (Claritypath) - A blueprinting process and service that
facilitates and accelerates the strategic planning process.

·Change Management Consulting - Assist clients with implementing project management governance and best
practices for large scale change initiatives, including consolidations, conversions, integration of new business
processes and systems applications.

·Integration Management, Mergers and Acquisitions - Work with clients to implement best practices for mergers and
acquisitions. Support all aspects of the integration process from initial assessment through implementation support.

·Acquisition Readiness - Work with clients to better prepare them for large scale acquisitions in the financial services
domain. This includes building best practices, mapping and gapping and implementing a strategic roadmap to
integrate multiple companies.

·Process Improvement (Lean, Six Sigma) - Provide a full array of products and services in support of Lean and Six
Sigma, including training, process improvement, project management and implementation support.

·Regulatory Compliance (The Health Insurance Portability and Accountability Act of 1996, Basel II, Sarbanes-Oxley) - Work with clients to
analyze, design and implement operational control, procedures and business intelligence that will align the organization to meet new
regulatory requirements.

·Project Management (PMO) - Setting up an internal office at a client location, staffed with senior/certified project
managers that act in accordance with the policies and procedures identified in CSI Best Practices for Project
Management. 

·Request For Proposal Creation and Responses - Gather user and technical requirements and develop Requests For
Proposals (RFP) on behalf of our clients. Respond to client RFPs with detailed project plans, solutions and cost. 

Technology Consulting

·Data Warehousing and Business Intelligence Strategic Planning - Helping clients develop a strategic roadmap to
align with a data warehouse or business intelligence implementation. These engagements are focused on six strategic
domains that have been identified and documented by CSI: Business Case, Program Formulation, Organizational
Design, Program Methodologies, Architecture and Operations and Servicing.

·Business Technology Alignment - A strategic offering that consists of a series of interviews including both the
business and technology constituents to collect information regarding user satisfaction, user requirements and
expectations, as well as the technology groups understanding of needs and current and future deliverables. The result
is a set of recommendations that will better align the user and technology groups and deliver more perceived value.

·Business Intelligence Strategy - Helping clients develop a roadmap to leverage a business intelligence platform
throughout the enterprise aligning the client with best practices.

·BI/DW Software Selection - Evaluation, analysis and recommendation of appropriate software tools for deploying
BI/DW solutions. Gather business and technical requirements and measure those requirements against the
capabilities of available tools in the current marketplace. Software evaluated and recommended include reporting,
ad-hoc query, analytics, extract, transform and load processes (ETL), data profiling, database and data modeling.
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Business Intelligence: A category of applications and technologies for gathering, storing, analyzing and providing
access to data to help enterprise users make better and quicker business decisions.

·Business Intelligence, Architecture and Implementation - Develop architecture plans and install all tools required to
implement a business intelligence solution, including enterprise reporting, ad-hoc reporting, analytical views and
data mining. Solutions are typically developed using tools such as Cognos, Business Objects, MicroStrategy, SAS
and Crystal Reports.

·Business Intelligence Competency Center - Set up an internal office at a client location, staffed with a mix of senior
business intelligence developers and business intelligence architects that will implement best practices, policies,
procedures, standards and provide training and mentoring to further increase the use of the data warehouse and
facilitate the business owners embracing of the business intelligence solution.

·Analytics and Dashboards - Identify and document dashboard requirements. These requirements are typically driven
by Key Performance Indicators (KPIs) identified by upper management. Architect a supporting database structure to
support the identified hierarchies, drill-downs and slice and dice requirements, implement a dashboard tool, provide
training and education.

·Business Performance Management - Leveraging a new or existing business intelligence implementation to monitor
and manage both business process and IT events through key performance indicators.

·Data Mining - Implementing data mining tools that extract implicit, previously unknown, and potentially useful
information from data. These tools typically use statistical and visualization techniques to discover and present
knowledge in a form which is easily comprehensible to humans. Business intelligence tools will answer questions
based on information that has already been captured (history). Data mining tools will discover information and
project information based on historic information.

·Proof of Concepts and Prototypes - Gather requirements, design and implement a small scale business intelligence
implementation called a Proof of Concept. The Proof of Concept will validate the technology and/or business case,
as well as “sell” the concept of business intelligence to management.

·Outsourcing - Development of new reports offsite/offshore and redeployment of reports in new technologies in
support of technology consolidation.

·Training and Education - Provide formal classroom training for Business Objects software products. Provide training
in data warehousing and business intelligence methodologies and best practices, as well as technology tool training,
including business intelligence tools such as Cognos and MicroStrategy.
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Data Warehousing: A consolidated view of high quality enterprise information, making it simpler and more efficient
to analyze and report on that information.

·Data Warehousing and Data Mart Design, Development and Implementation - Design, development and
implementation of custom data warehouse solutions. These solutions are based on our methodology and best
practices.

·Proof of Concepts and Prototypes - Gather requirements, design and implement a small scale data warehouse that is
called a Proof of Concept. The Proof of Concept will validate the technology and/or business case, as well as “sell” the
concept of data warehousing to management.

·Extract, Transformation and Loading (ETL) - Design, development and implementation of data integration solutions
with particular expertise and best practices for integrating ETL tools with other data warehouse tools.

·Enterprise Information Integration (EII) - Enterprise Information Integration tools are used to integrate information
by providing a logical view of data without moving any data. This is particularly useful when bridging a business
intelligence tool to multiple data marts or data warehouses.

· Outsourcing - Implementing and supporting a client data warehouse solution at a CSI location.

Data Management: Innovative solutions for managing data (information) throughout an enterprise.

·Enterprise Information Architecture - Leveraging our Information, Process and Infrastructure (IPI) Diagrams to
create a “snapshot” of the current information flow and desired information flow throughout the enterprise.

·Metadata Management - Based on our Data Warehouse Framework, we will build a metadata repository that is
integrated with all tools used in a data warehouse implementation and will be leveraged by the business intelligence
environment.

·Data Quality Center of Excellence - Set up an internal office at a client location, staffed with a mix of senior data
quality developers and data quality architects that will implement best practices, policies, procedures, standards and
provide training and mentoring to further increase the level of data quality throughout the enterprise and increase the
awareness and importance of data quality as it pertains to decision making.

·Data Quality/Cleansing/Profiling - Leveraging profiling as an automated data analysis process that significantly
accelerates the data analysis process. Leveraging our best practices to identify data quality concerns and provide
rules to cleanse and purify the information.
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·Data Migrations and Conversions - Design, development and implementation of custom data migrations. These
solutions are based on our methodology and best practices.

·Quality Assurance Testing (Verification, Validation, Certification) - We have developed a quality assurance process
referred to as Verification, Validation, Certification (VVC) of information. This is a repeatable process that will
insure that all data has been validated to be accurate, consistent and trustworthy.

·Application Development - Custom application development or integration to support data management or data
warehouse initiatives. This may include modification of existing enterprise applications to capture additional
information required in the warehouse or may be a standalone application developed to facilitate improved
integration of existing information.

·Infrastructure Management and Support - An infrastructure must be in place to support any data warehouse or data
management initiative. This may include servers, cables, disaster recovery or any process and procedure needed to
support these types of initiatives.

The following illustrates the percentage of revenues provided by each category of services as a percentage of overall
revenues:

Category of Services
 Percentage of Revenues for the year

ended December 31,
2005 2004

Strategic Consulting 40.6% 35.9%
Business Intelligence 22.4% 22.7%
Data Warehousing 22.8% 16.7%
Data Management 13.2% 23.4%
Software & Support 0.0%
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