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LINGXIAN CAPITAL INC.

STATEMENTS OF FINANCIAL POSITION

AS AT APRIL 30, 2015 AND JANUARY 31, 2015
(EXPRESSED IN CANADIAN DOLLARS)

April 30, 2015 January 31, 2015
(unaudited) (audited)

ASSETS
Current
Cash and cash equivalents $ 631,553 677,932
Amounts receivables 6,684 5,060
Prepaid expenses 4,342 1,531
Total Current Assets 642,579 684,523
Deposit (Note 7) 36,858 15,300
Total Assets $ 679,437 699,823
LIABILITIES
Current
Accounts payable and accrued liabilities $ 8,592 9,881
Total Current Liabilities 8,592 9,881
SHAREHOLDERS’ EQUITY
Share capital (Note 4) 396,122 396,122
Share subscriptions received 509,270 491,965
Share reserve 45,684 45,684
Deficit (280,231) (243,829)
Total Shareholders’ Equity 670,845 689,942
Total Liabilities and Shareholders’ Equity $ 679,437 699,823

NATURE OF OPERATIONS AND BASIS OF PREPARATION (Notes 1 and 2)

COMMITMENTS (Note 7)
SUBSEQUENT EVENTS (Note 8)

Approved and authorized by the Board on June 29 , 2015

“Jiuwen Wu” “Herrick Lau”

Jiuwen, Director Herrick Lau, Director

The accompanying notes are an integral part of these financial statements.



LINGXIAN CAPITAL INC.

UNAUDITED CONDENSED INTERIM STATEMENTS OF COMPREHENSIVE LOSS
FOR THE THREE MONTHS ENDED APRIL 30, 2015 AND 2014

(EXPRESSED IN CANADIAN DOLLARS)

Three Months Ended

April 30, 2015 April 30, 2014
EXPENSES
Office and general $ 109 $ 586
Professional fees (Note 7) 13,982 11,867
Transfer agent and filing fees 7,100 714
Travel 368 -
$ (21,559) $ (13,167)
OTHER INCOME
Foreign exchange (14,843) -
Net loss and comprehensive loss $ (36,402) $ (13,167)
Basic and diluted loss per common share $ (0.01) $ (0.03)
Weighted average number of common shares outstanding 6,000,000 400,000

The accompanying notes are an integral part of these financial statements.



LINGXIAN CAPITAL INC.

UNAUDITED CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED APRIL 30, 2015 AND 2014

(EXPRESSED IN CANADIAN DOLLARS)

Number of Share Share
Note Shares Capital subscriptions Reserve Deficit Total
Balance at January 31, 2014 2,000,000 $ 100,000 - - (52,589) $ 47,411
Loss for the period 4 - - - - (13,167) (13,167)
Balance at April 30, 2014 2,000,000 100,000 - - (65,765) 34,244
Balance at January 31, 2015 6,000,000 $ 396,122 491,965 45,684 (243,829) $ 689,942
Share subscriptions received 4 - - 17,305 - - 17,305
Loss for the period 4 - - - - (36,402) (36,402)
Balance at April 30, 2015 6,000,000 $ 396,122 509,270 45,684 (280,231) $ 670,845

The accompanying notes are an integral part of these financial statements.



LINGXIAN CAPITAL INC.

UNAUDITED CONDENSED INTERIM STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED APRIL 30, 2015 AND 2014
(EXPRESSED IN CANADIAN DOLLARS)

Three Months Ended

April 31, 2015 April 31, 2014
CASH FLOWS USED IN OPERATING ACTIVITIES
Net loss $ (36,402) $ (13,167)
Changes in non-cash working capital items:
Amounts receivable (1,624) -
Prepaid expenses (2,811) -
Accounts payable and accrued liabilities (1,289) (20,090)
Net cash used in operating activities (42,126) (33,257)
CASH FLOWS USED IN INVESTING ACTIVITY
Deposit (21,558) -
Net cash used in investing activities (21,558) -
CASH FLOWS PROVIDED BY (USED IN) FINANCING
ACTIVITIES
Deferred financing costs - (4,363)
Share subscriptions received, net 17,305 -
Net cash provided by (used in) financing activities 17,305 (4,363)
Net increase (decrease) in cash and cash equivalents (46,379) (37,620)
Cash and cash equivalents, beginning 677,932 55,142
Cash and cash equivalents, ending $ 631,553 $ 17,522
Supplemental Cash Flow Information
Cash paid for interest $ - $ -
Cash paid for income taxes $ - $ -

The accompanying notes are an integral part of these financial statements.



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

1. NATURE OF OPERATIONS

Lingxian Capital Inc. (the “Company”) was incorporated under the Business Corporations Act (British
Columbia) on July 16, 2012 as a Capital Pool Company as defined in the TSX Venture Exchange (“TSX-V” or
“TSX Venture”) Policy 2.4. On April 14, 2014, the Company filed a final prospectus with the securities
regulatory authorities in British Columbia and Alberta and with the TSX-V. On May 22, 2014, the TSX-V
approved the Initial Offering Prospectus (“IPO”) and the Company began trading under the symbol LXC.P on
May 23, 2014. The principal business of the Company is the identification and evaluation of assets or
businesses with a view to completing a Qualifying Transaction (“QT”). The Company has not commenced
commercial operations. Given the nature of the activities, no separate segmented information is reported.

On August 13, 2014 and amended on December 12, 2014, the Company entered into a Letter of Intent (“LOI”)
to complete a business combination with Jinsili International Steel Holdings Co., Limited (“Jinsili”) by
acquiring all of the issued and outstanding securities of Jinsili from its shareholders. This transaction is
intended to constitute the QT.

The head office of the Company is located at 1980 — 1075 West Georgia Street, Vancouver, British Columbia,
V6E 3C9. The registered office of the Company is located at 1500 - 1055 West Georgia Street, VVancouver,
British Columbia, V6E 4N7. The Company does not have any subsidiaries.

2. BASIS OF PREPARATION
a) Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

The financial statements were authorized for issue by the Board of Directors on June 29, 2015.
b) Going concern

These financial statements are prepared on a going concern basis, which assumes that the Company will
continue its operations for a reasonable period of time. The Company had net loss of $36,402 for the three
months ended April 30, 2015 (2014 — $ (13,167)) and an accumulated deficit of $280,231 as at April 30,
2015 (2014 — $ (243,829)). These factors indicate the existence of a material uncertainty that may cast
significant doubt on the ability of the Company to continue as a going concern. The Company’s ability to
continue its operations is uncertain and is dependent upon obtaining additional financing or maintaining
continued support from its shareholders and creditors, and generating profitable operations in the future. In
the event that additional financial support is not received or operating profits are not generated, the carrying
values of the Company’s assets may be adversely affected.

These financial statements have been prepared with the assumption that the Company will be able to realize
its assets and discharge its liabilities in the normal course of business rather than through a forced
liquidation. These financial statements do not give effect to adjustments that would be necessary to the
carrying amounts and classifications of assets and liabilities should the Company be unable to continue as a
going concern.



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

b)

d)

Measurement basis

These financial statements have been prepared on the historical cost basis except for certain financial
instruments that are measured at revalued amounts or fair values, as explained in the accounting policies
below. Historical cost is generally based on the fair value of the consideration given in exchange for assets.
In addition, these financial statements have been prepared using the accrual basis of accounting, except for
cash flow information.

Presentation currency

These financial statements are presented in Canadian dollars, which is also the functional currency of the
Company.

Significant accounting judgments and estimates

The preparation of these financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions which affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and expenses for the
periods reported. The estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances, the results of which form the basis
of making the judgments about carrying values of assets and liabilities that are not readily apparent from
other sources. Significant areas requiring the use of management estimates include the determination of
deferred income tax assets and liabilities, and assumptions used in valuing options in share-based payment
calculations. Actual results could differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and further periods if the review affects both current and future
periods.

Judgment is used mainly in determining how a balance or transaction should be recognized in the financial
statements. Estimates and assumptions are used mainly in determining the measurement of recognized
transactions and balances. Actual results may differ from these estimates.

Significant areas where management’s judgment has been applied include:

o Classifying categories of financial assets and financial liabilities in accordance with 1AS 39, Financial
instruments: recognition and measurement;

o Evaluating if the criteria for recognition of provisions and contingencies are met in accordance with
IAS 37, Provisions, contingent liabilities and contingent assets; and

e The assessment of the Company’s ability to continue as a going concern, which is described in Note

2(b).
Cash and cash equivalents

The Company considers unrestricted cash on hand, in trust, in banks, in term deposits and commercial
paper with original maturities of three months or less as cash and cash equivalents.



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

€)

9)

h)

Share-based payments

The Company grants stock options to employees and consultants to buy common shares of the Company
through its stock option plan as described in Note 5(d). The Company accounts for share-based payments
using the fair value method. Under this method, compensation expense is measured at fair value on the date
of grant using the Black-Scholes option pricing model, and is recognized as an expense or capitalized,
depending on the nature of the grant, with a corresponding increase in equity, over the period that the
options are expected to vest.

Comprehensive loss

Comprehensive loss is the change in the Company’s shareholders’ equity that results from transactions and
other events from other than the Company’s shareholders. Other comprehensive income/loss includes items
that would not normally be included in comprehensive loss but excluded from net loss, such as unrealized
gains and losses on available-for-sale investments.

Loss per share

The Company presents basic loss per share for its common shares, calculated by dividing the loss
attributable to common shareholders of the Company by the weighted average number of common shares
outstanding during the period. Diluted loss per share does not adjust the loss attributable to common
shareholders or the weighted average number of common shares outstanding when the effect is anti-
dilutive.

Foreign currency

Transactions in currencies other than the Canadian dollar, the currency of the primary economic
environment in which the Company operates (“the functional currency”), are translated into the functional
currency using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and from the translation of monetary assets and
liabilities denominated in foreign currencies at exchange prevailing on the financial statements date are
recognized in the profit or loss.

Financial assets
Financial assets are classified into one of four categories:

a) Fair value through profit or loss (“FVTPL”);
b) Held-to-maturity (“HTM”);
c¢) Loans and receivables; and
d) Available for sale (“AFS”).

Financial assets at fair value through profit or loss (“FVTPL”)

A financial asset is classified at FVTPL if it is classified as held for trading or is designated as such upon
initial recognition. Financial assets are designated as at FVTPL if the Company manages such investments
and makes purchase and sale decisions based on their fair value in accordance with the Company’s risk
management strategy. Attributable transaction costs are recognized in profit or loss when incurred. FVTPL
are measured at fair value, and changes are recognized in profit or loss.



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

i)

)

k)

Financial assets (continued)

Held-to-maturity (“HTM”)

These assets are non-derivative financial assets with fixed or determinable payments and fixed maturities
that the Company’s management has the positive intention and ability to hold to maturity. These assets are
measured at amortized costs using the effective interest method. If there is objective evidence that the asset
is impaired, determined by reference to external credit ratings and other relevant indicators, the financial
asset is measured at the present value of estimated future cash flows. Any changes to the carrying amount
of the investment, including impairment losses, are recognized in other comprehensive income or loss.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted on an
active market. Such assets are initially recognized at fair value plus any direct attributable transaction costs.
Subsequent to initial recognition, they are measured at amortized cost using the effective interest method,
less any impairment losses.

Available for sale (“AFS”)

Non-derivative financial assets not included in the above categories are classified as AFS. They are carried
at fair value with changes in fair value recognized directly in other comprehensive income/loss. Where a
decline in the fair value of an AFS financial asset constitutes objective evidence of impairment, the amount
of the loss is removed from other comprehensive income/loss and recognized in profit or loss.

The Company classified its cash and cash equivalents as FVTPL.
Financial liabilities
Financial liabilities are classified into one of two categories:

a) Fair value through profit or loss; and
b) Other financial liabilities.

Fair value through profit or loss

This category comprises of derivatives, or liabilities acquired or incurred principally for the purpose of
selling or repurchasing it in the near term. They are carried in the statement of financial position at fair
value with the changes in fair value recognized in profit or loss.

Other financial liabilities
This category includes liabilities which are recognized at amortized cost.

Accounts payable and due to related party are classified as other financial liabilities, which are measured at
amortized cost.

Impairment

Financial assets:

Financial assets are assessed at each reporting date to determine whether there is objective evidence that
they are impaired. A financial asset is impaired if objective evidence indicates that a loss event has
occurred after the initial recognition of the asset, and that the loss event had a negative effect on the
estimated future cash flows of that asset that can be estimated reliably.



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

k)

n)

Impairment (continued)

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the
asset’s original effective interest rate. Losses are recognized in profit or loss and reflected in an allowance
account against the assets impaired. When a subsequent event causes the amount of impairment loss to
decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets:

Non-financial assets with finite lives are tested for impairment when events or changes in circumstances
indicate that their carrying amounts may not be recoverable. In addition, long-lived assets that are not
amortized are subject to an annual impairment assessment. Any impairment loss is recognized in earnings
or the results of discontinued operations, as appropriate, for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less
cost to sell or its value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (“‘cash-generating units” or “CGUs”). The
Company evaluates impairment losses other than goodwill impairment, for potential reversals, when events
or changes in circumstances warrant such consideration.

Provisions

Provisions are recorded when a present legal or constructive obligation exists as a result of past events
where it is probably that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount can be made. If the effect is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.

Deferred financing costs

Professional, consulting and regulatory fees as well as other costs directly attributable to financing
transactions are reported as deferred financing costs until the transactions are completed, if the completion
of the transaction is considered to be more likely than not. Share issue costs are charged to share capital
when the related shares are issued. Costs relating to financing transactions that are not completed, or for
which successful completion is considered unlikely, are charged to operations.

Income taxes

Income tax on profit or loss comprises current and deferred tax. Income tax is recognized in profit or loss
except to the extent that it relates to items recognized directly in equity, in which case it is recognized in
equity.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax

rates enacted or substantively enacted at the year-end date, and includes any adjustments to tax payable or
receivable in respect of previous years.

10



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n)

0)

p)

Income taxes (continued)

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes, except for temporary
differences in assets and liabilities arising in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss, transactions relating to investments in jointly controlled
entities to the extent that they will not reverse in the foreseeable future, and transactions arising on the
initial recognition of goodwill. Deferred tax is recognized at the tax rates that are expected to be applied to
temporary differences when they reverse, based on the laws that have been enacted or substantively enacted
at the reporting date.

A deferred tax assets is recognized to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Accounting standards adopted effective February 1, 2014

The Company has adopted the following new accounting standards and interpretations effective February
1, 2014. There is no material impact to the Company from adoption of these standards and interpretations:

IAS 32 - Financial Instruments: Presentation

In December 2011, the IASB issued an amendment to clarify the meaning of the offsetting criterion and the
principle behind net settlement, including identifying when some gross settlement systems may be
considered equivalent to net settlement.

IAS 36 — Impairment of Assets

In May 2013, the 1ASB, as a consequential amendment to IFRS 13 Fair Value Measurement, modified
some of the disclosure requirements in 1AS 36 regarding measurement of the recoverable amount of
impaired assets. The amendments resulted from the IASB’s decision in December 2010 to require
additional disclosures about the measurement of impaired assets (or a group of assets) with a recoverable
amount based on fair value less costs of disposal.

IFRIC 21 — Levies

IFRIC 21 provides guidance on when to recognize a liability for a levy imposed by a government, both for
levies that are accounted for in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent
Assets and those where the timing and amount of the levy is certain.

New accounting standards issued but not yet effective
Standards issued but not yet effective up to the date of issuance of the Company’s financial statements are
listed below. This listing is of standards and interpretations issued, which the Company reasonably expects

to be applicable at a future date. The Company intends to adopt those standards when they become
effective

11



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

p)

New accounting standards issued but not yet effective (continued)

New accounting standards effective for annual periods on or after February 1, 2015:

IAS 1 — Presentation of Financial Statements

In December 2014, the IASB issued an amendment to address perceived impediments to preparers
exercising their judgment in presenting their financial reports. The changes clarify that materiality
considerations apply to all parts of the financial statements and the aggregation and disaggregation of line
items within the financial statements.

IAS 16 — Property, Plant and Equipment and IAS 36 — Intangible Assets

In May 2014, the IASB issued amendments to IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets. The amendments clarify that the use of revenue-based methods to calculate the
depreciation of an asset is not appropriate because revenue generated by an activity that includes the use of
an asset generally reflects factors other than the consumption of the economic benefits embodied in the
asset. The amendments also clarifies that revenue is generally presumed to be an inappropriate basis for
measuring the consumption of the economic benefits embodied in an intangible asset. This presumption,
however, can be rebutted in certain limited circumstances.

New accounting standards effective for annual periods on or after March 1, 2018:

IFRS 9 - Financial Instruments

In November 2009, as part of the IASB project to replace 1AS 39 Financial Instruments: Recognition and
Measurement, the IASB issued the first phase of IFRS 9 Financial Instruments, that introduces new
requirements for the classification and measurement of financial assets. The standard was revised in
October 2010 to include requirements regarding classification and measurement of financial liabilities. In
November 2013 the standard was revised to add the new general hedge accounting requirements. The
standard was finalized in July 2014 and was revised to add a new expected loss impairment model and
amends the classification and measurement model for financial assets by adding a new fair value through
other comprehensive income (FVOTCI) category for certain debt instruments and additional guidance on
how to apply the business model and contractual cash flow characteristics test.

The extent of the impact of adoption of these standards and interpretations on the financial statements of
the Company has not been determined.

4. SHARE CAPITAL

a)

b)

Authorized share capital:

As at April 30, 2015, the authorized share capital of the Company was an unlimited number of preferred
shares without par value and an unlimited number of common shares without par value. All issued shares
are fully paid.

Issued share capital:

a.  On November 19, 2013, the Company completed a non-brokered private placement of 1,999,999
common shares at $0.05 per share for total cash proceeds of $100,000.

12



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

4. SHARE CAPITAL (CONTINUED)

b. On May 23, 2014, pursuant to the completion of the IPO, the Company raised $400,000 by issuing
4,000,000 common shares at $0.10 per share for total proceeds of $400,000. The Company
incurred share issuance costs of $103,878, which consists of $40,000 agent commission, $18,563
corporate finance and disbursement fees, $22,057 legal fees and 400,000 agent warrants at a fair
value of $23,258. Each agent warrant can be exercised into one common share at $0.10 per share
exercisable for a period of 24 months.

Of the $103,878 share issuance costs, $27,089 was paid in 2014 and recorded as deferred
financing costs. These costs were recorded as share issuance costs at the completion of the IPO.

c. Asat April 30, 2015, the Company had 2,000,000 common shares in escrow.

c) Agent warrants:

The warrants that are issued and outstanding as at April 30, 2015are as follows:

Number of warrant Exercise price

$

Balance, January 31, 2013 and 2014 - -
Issued 400,000 0.10
Balance, April 30, 2015 400,000 0.10

The following table summarizes the agent warrants outstanding and exercisable as at January 31, 2015:

Number of Warrants Exercise Price Expiration Date

400,000 $0.10 May 23, 2016

As at April 30, 2015, 400,000 agent warrants with a weighted average remaining contractual life of 1.07
years were outstanding and exercisable, entitling the holders thereof the right to purchase one common
share for each warrant held. Prior to the completion of the QT, only 200,000 common shares obtained by
exercising these warrants can be sold by the holders. The remaining 200,000 common shares may only be

sold after the completion of the QT.

The following assumptions were used for the Black-Scholes option pricing model calculation resulting in

the following estimated issue date values for the agent warrants issued in 2015:

2015
Risk-free interest rate 1.04%
Dividend yield 0%
Expected volatility 113%
Expected life 2 years
Forfeiture rate 0%
Fair value $0.06

d)  Stock option plan:

On November 25, 2013, the Company adopted an incentive share option plan for granting options to
directors, employees and consultants, under which the total outstanding options are limited to 10% of the
outstanding common shares at the date of grant. The exercise price of the options granted will be no less

13



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

4. SHARE CAPITAL (CONTINUED)

d) Stock option plan (continued):

than the discounted market price of the Company’s shares and the maximum term of the options will be 10
years or such longer term as permitted by the TSX-V.

Any common shares acquired pursuant to the exercise of options prior to the completion of the QT must be
deposited in escrow and will be subject to escrow until the final exchange bulletin is issued. The exercise
price of each option is based on the market price of the Company’s stock at the date of grant. The options
can be granted for a term of five years and vest as determined by the board of directors.

e) Options
On May 23, 2014, the Company granted 280,000 stock options to officers at the closing of its IPO (see
Note 5(b)). Each option can be exercisable into one common share of the Company at a price of $0.10 per
share for five years from the date of grant. The options vested on the grant date. The fair value of the
options was $22,426. The average grant date fair value of the options was $0.08.
The options outstanding and exercisable at April 30, 2015 are as follows:
Number of options Exercise Price
$
Balance, January 31, 2013 and 2014 - -
Granted 280,000 0.10
Balance, April 30, 2015 280,000 0.10
The following table summarizes the options outstanding and exercisable as at April 30, 2015:
Number of Options Exercise Price Expiration Date
280,000 $0.10 May 23, 2019
As at April 30, 2015, 280,000 options with a weighted average remaining contractual life of 4.07 years
were outstanding and exercisable, entitling the holders thereof the right to purchase one common share for
each option held.
The following assumptions were used for the Black-Scholes option pricing model calculation resulting in
the following estimated issue date values for the options granted in 2015:
2015
Risk-free interest rate 1.84%
Dividend yield 0%
Expected volatility 113%
Expected life 5 years
Forfeitures 0%
Fair value $0.10
f)  Share subscriptions received

As of April 30, 2015, the Company has received $509,270 in subscription receipts from a private placement
concurrent with the completion of the QT described in Note 7.

14



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED April 30, 2015

(EXPRESSED IN CANADIAN DOLLARS)

5. CAPITAL MANAGEMENT

Capital is comprised of the Company’s shareholders’ equity and any debt that it may issue. As at April 30,
2015, the Company’s shareholders’ equity was $670,845 (January 31, 2015 - $689,942). The Company’s
objectives when managing capital are to maintain financial strength and to protect its ability to meet its on-
going liabilities, to continue as a going concern, to maintain creditworthiness and to maximize returns for
shareholders over the long term. Protecting the ability to pay current and future liabilities includes maintaining
capital above minimum regulatory levels, current financial strength rating requirements and internally
determined capital guidelines and calculated risk management levels. The Company does not have any
externally imposed capital requirements to which it is subject.

The capital for expansion was mostly from proceeds for subscription of common shares. The net proceeds
raised will only be sufficient to identify and evaluate a limited number of assets and businesses for the process
of identifying and completing a QT. Additional funds may be required to finance the Company’s QT.

6. FINANCIAL INSTRUMENTS AND RISK

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy
according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair
value hierarchy are:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 — Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly; and

Level 3 — Inputs that are not based on observable market data.

At April 30, 2015, the Company's financial instruments consist of cash and cash equivalents and accounts
payable. The fair values of these financial instruments approximate their carrying values due to the relatively
short-term maturity of these instruments. The fair value of cash and cash equivalents is based on level 1 inputs
of the fair value hierarchy.

The Company is exposed to a variety of financial instrument related risks. The Company’s risk exposures and
the impact on the Company’s financial instruments are summarized below:

Credit risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations.
Financial instruments that potentially subject the Company to concentrations of credit risks consist principally
of cash and cash equivalents.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company currently settles its financial obligations out of cash and cash equivalents. The ability to do this relies
on the Company raising equity financing in a timely manner and by maintaining sufficient cash in excess of
anticipated needs. As at April 30, 2015, the Company had a cash and cash equivalents of $631,553 (January 31,
2015 - $677,932) to settle current liabilities of $8,592 (January 31, 2015 - $9,881).

Interest rate risk
The Company has cash balances and is not exposed to any significant interest rate risk.

15



LINGXIAN CAPITAL INC.

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
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6.

FINANCIAL INSTRUMENTS AND RISK (continued)

Currency risk

At January 31, 2015, the Company had cash and cash equivalent of $254.127 denominated in US dollars and is
exposed to the related foreign currency exchange risks. A significant change in the currency exchange rates
between the Canadian dollar relative to the US dollar could have an effect on the Company’s financial position.
The result of the sensitivity analysis indicates that a 10% increase (decrease) in the average value of the USD
during the year would have resulted in an increase (decrease) in net income and comprehensive income of
approximately $30,798. The Company has not hedged its exposure to currency fluctuations.

COMMENTS

On August 13, 2014 and amended on December 12, 2014 and April 1, 2015, the Company has entered into a
letter of intent (the “LOI”) with Jinsili International Steel Holdings Co., Ltd. (“Jinsili”). Pursuant to the LOI,
the Company will issue up to 22,000,000 common shares to shareholders of Jinsili to acquire all of the issued
and outstanding securities of Jinsili, which will result in Jinsili becoming a wholly-owned subsidiary of the
Company. The Company intends to complete a non-brokered private placement which will close concurrently
with the closing of the QT. The Company plans to issue an aggregate of 2,500,000 common shares at a price of
$0.20 per share for gross proceeds of $500,000. Upon closing of the transaction, a finder’s fee will be paid by
issuing 500,000 common shares together with 500,000 non-transferable finder’s warrants (the “Finder’s
Warrants”). Each of the Finder’s Warrants entitles the finder to purchase one additional common share of the
Company at a price of $0.19 for a period of two years from the date of the closing of the transaction. Per the
LOI, if a definitive agreement is not negotiated and executed by the Jinsili and the Company on or before
August 31, 2015, or such other date as agreed by the parties, the terms of the letter of intent will be of no further
force or effect.

In addition, on August 2, 2014, the Company entered into an agreement with Leede Financial Markets Inc.
(“Leede”). Leede agreed to be act as sponsor of the Company to prepare a Sponsor Report for the QT. The
Company agreed to pay a due diligence deposit of $30,000 and a sponsor fee of $70,000 fee (plus GST). During
the year ended January 31, 2015, the Company paid the due diligence deposit of $30,000, of which $15,300 was
unspent and is presented as long term deposit on the statement of financial position at January 31, 2015. During
the year ended January 31, 2015, the Company paid $36,500 (plus GST) of the non-refundable sponsor fee. The
remaining balance is payable upon the final approval of the QT by the TSX-V.

At April 30, 2015, the Company had incurred professional fees of $13,982 related to the QT, comprised of
$5,000 consulting fees and $8,982 legal fees.

SUBSEQUENT EVENTS
On May 12, 2015, the Company entered into a promissory note with a director and shareholder of the

Company for $20,000. The loan is non-interest bearing and is due on the earlier of (i) December 31, 2016; or
(ii) upon demand.
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