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6.Me. Colin has asked Sky Consulting (BRI Maurrepa'a short sumary of
key dssues idemtified from the due diligence on Nan/Ferg Optical (FINERHE) in
English. He has requested that the sumary should include brief finding, inplication
and zeconnendation for each issue. On behalf of Sky Consulting, plesse prepare the

sumnary according to Mz, Colin’s request.
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11.In early 2011, M. Colin heard from a friond that the landlord of the largest
store of Hua Guang Optical (4¥MRH) was considering whether to sell the building
(where the store was located) to another company for Rab22 million. The existing
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[image: image28.jpg]2013, M. Colin vas not faniliar vith the relevant lavs in China. Thevefore, he wrote
an enail to Sky Consulting to copsult on (i) whether the existing lease contract
Wil be terninated becanse §E3he Sale of the building by the landlord; (ii)
vhether Hua Guang OptiFal should efer the landlord more then Rxb22 nillion if Hua
Guang Optical GRS to () the building; and (iii) vhether the landlord can sell
the bui My il Letting Hua Guang Optical know sbout that. On behalf of Sky

Consulting, please write an email to reply to Mr. Colin.

12.0n behalf of Li (FHM) , please write an email to Mr. Colin tp {1Ji explain
whether Su (F]E) can join the audit engagement team; and (20> explain'the
general principles in judging whether Gong ¥in Accounting Pgim ™ (A4 “can provide
the advisory service to Nan Feng Optical (RADUREP)Mand seek further clavification

fron e Colin regarding the mature of the advisorylService required.
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Feng Optical has recently joined our firm. I am afraid that Su can’t join the
engagement tean; it will ispair auit independence. According to the CICPA ethical
e
officer, or employee in certain special positions of the audit client, nay create
SELE Gatast: ST e AR et [T, SYSCIAT So e
nentioned sbove includh S'eNpJayes in the finance departaent of the audit client vho
prepaved certai égfounting Yecords, on vhich the firn vill audit and express
opinion. THeCsthical Puidelinss further states that if an sudit tean menber vas in
suchfa Py during the period severed by the audit engagenent, the thzeat 1o
R e e
threat to an acceptable level. So the only solution is to remove him/her from the
engagenent tean, Therefors, T sn afraid Su camot be a nebex of the &fdybngagenent

tean of Nan Feng Optical.

Regarding the advisozy service you nentioned ig) your snauli First of all, thank
you very much for considering Gong ¥in CPA. T need-to kb mors details of the nature

AR R e s DREAEE TSR R ST IE FOne TS DR i TR REE .



[image: image40.jpg]as the auditor, are allowed to provide such advisory service.

The CICPA ethical guidelines have provided general principles to assess vhether
the provision of non—assurance services might create self—review threat against our
audit independence. In gemeral, ve should make sure mot to take any nanagement roles,
such as the design and inplenéutation of imternal controls. Usually, providing
professional advices and'pomnentsis not regarded as management role. To avoid taking
Ranagenent rolgs e hoed (0 ensure that client’ s management tean makes decisions,
evz.]uz.z?t, BervicexSults, and take responsibility for actions taken following the

service/Tesults.

In relation to the inproveent of Nan Feng Optical’s mansgement analysis-system,
T wish to clavify with you on the folloving questions, in crder tstiely ne pnderstand
the nature of the service zequired. (1) Ts the nanagenent anlysis systén a critical
part of the financial reporting and internal controlf) foes the @hfernation generated
from the mansgenent analysis system has naterial inpact o the accounting records or
financial statenents to be audited? If the ansver fo cither of the questions is yes,
then ve aze not alloved to provide any service in relation to the design and
implenentation of such systen (as Nan Feng Optical is a subsidiary of 2 public
conpany) . (2) What is the nature of the specific advisory service that you expect
us to provide? Tt is generally fins for us to provide comnents and suggestions on the

systen that vas designed and inplemented by you or other service providers.
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