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INDEPENDENT AUDITORS' REPORT 

 
To the Shareholders of Crownia Holdings Ltd.:   
 
We have audited the consolidated financial statements of Crownia Holdings Ltd. and its subsidiaries (the 
“Company”), which comprise the consolidated statements of financial position as at June 30, 2016 and 2015, and 
the consolidated statements of income (loss) and comprehensive income (loss), changes in equity and cash flows 
for the years then ended, and a summary of significant accounting policies and other explanatory information. 
 
Management’s Responsibility for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards, and for such internal control as management 
determines is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We 
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
misstatement. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of 
the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of 
Crownia Holdings Ltd. and its subsidiaries as at June 30, 2016 and 2015, and the results of its operations and its 
cash flows for the years then ended in accordance with International Financial Reporting Standards. 
 
 
 
 
 
 
          
 
 
October 28, 2016 
Vancouver, British Columbia Chartered Professional Accountants 
 

 



 
 

 

CROWNIA HOLDINGS LTD. 

Consolidated Statements of Financial Position 

As At June 30, 2016 and 2015 

(Expressed in US Dollars) 
   2016 2015 

  Notes $ $ 

ASSETS    

Current Assets    

 Cash and cash equivalents  123,473 76,034 

 Accounts receivable 11(b) 2,550,696 2,817,751 

 Other receivable   5,321 23,591 

 Loan receivable 7 1,736,530 - 

 Prepaid expenses  76,325 20,885 

Total current assets  4,492,345 2,938,261 

     

Non-current assets    

 Property, plant and equipment  5 187 393 

 Intangible assets 6 63,262 117,601 

Total non-current assets  63,449 117,994 

     

TOTAL ASSETS  4,555,794 3,056,255 

     

LIABILITIES    

Current liabilities    

 Accounts payable and accrued liabilities  742,286 1,050,871 

 Advance from customers  348 7,798 

 Related party payable 12(c) 257,991 - 

Total current liabilities  1,000,625 1,058,669 

     

Non-current liabilities    

 Long-term related party payable 12(c) - 212,553 

Total non-current liabilities  - 212,553 

     

TOTAL LIABILITIES  1,000,625 1,271,222 

     

SHAREHOLDERS’ EQUITY     

 Common shares 8 2,920,706 50,000 

 Retained earnings  233,028 1,726,977 

 Reserves 9 361,470 - 

 Accumulated other comprehensive income  39,965 8,056 

Total shareholders’ equity  3,555,169 1,785,033 

     

TOTAL LIABILITIES AND SHAREHOLDERS’ 

EQUITY 

 

4,555,794 3,056,255 

 

NATURE OF OPERATIONS AND BASIS OF OPERATIONS (Note 1) 

SUBSEQUENT EVENT (Note 15) 

 

Approved and authorized by the Board on October 28, 2016 

 

“Savio Chiu”    “Ian Mallmann” 

Savio Chiu, Director           Ian Mallmann, Director 

 

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



 
 

 

CROWNIA HOLDINGS LTD. 

Consolidated Statements of Operations and Comprehensive Income 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars) 

  
Note 2016 2015 

 
   

$ $ 

 
Revenue 4 5,837,302  8,321,498 

 Cost of Sales 4 4,911,514 6,829,727 

 Gross Margin 

 

925,788 1,491,771 

 

      Expenses 

    

 

Accounting and audit  

 

120,527 194,111 

  Bad debt allowance  407,487 -  

 

Consulting services 

 

183,344 40,335 

 

 

Filing and transfer agent 

 

40,710  - 

 

 

Legal fees 

 

34,327 84,697 

 

 

Listing expense 

 

890,996  -  

 

 

Meal and travel expenses  

 

50,021 49,193 

 

 

Office and general  

 

141,149 121,858 

 

 

Stock based compensation 9 288,261    -    

 

 

Wages and salaries 

 

213,118 264,856 

 

   

2,369,940  755,050  

 Other Expenses 

    

 

Finance expense 

 

               -             74,062  

  Foreign exchange  loss (gain)  45,957 15,249  

 Other expense (income)   - (3,543)  

   

45,957 85,768 

       

Net income (loss) before taxes  

 

(1,490,109)  650,953 

      

Income tax   3,840  1,988  

Net income (loss) 

 

(1,493,949)  648,965 

 
Other Comprehensive (Loss) 31,909  3,048    

 Comprehensive Income (Loss) 

 

(1,462,040) 652,013 

 
    

Basic and diluted income (loss) per share (0.05)  0.03 

 
Weighted average number of common shares outstanding – 

basic and diluted 31,748,907 22,000,000 

  

 

 

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



 
 

 

CROWNIA HOLDINGS LTD. 

Consolidated Statements of Cash Flows 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars) 

   

2016 

 

2015 

   

$ 

 

$ 

Cash provided by (used in)     

Operating activities 

 

   

Net income (loss) for the year 

 

(1,493,949)  648,965 

Adjustments for items not involving cash: 

 

   

 Amortization   54,545  45,623 

 Bad debt allowance  407,487  - 

 Listing expense   890,996  - 

 Unrealized foreign exchange gain   46,342  - 

 Stock based compensation  288,261  - 

   

193,682  694,588 

   

   

Changes in non-cash operating working capital: 

 

   

 Accounts receivable  (140,432)  300,803 

 Other receivable  23,203  57,169 

 

Prepaid expenses  

 

(45,984)  7,664 

 

Accounts payable and accrued liabilities 

 

(393,099)  638,761 

 Advance from customers  (7,450)  (95,947) 

 Interest payable, net  -  (208,566) 

 Due to (from) related parties  8,310  93,823 

     

Net cash from (used in) operating activities 
 

(361,770)  1,488,295 

   

   

Investing activities     

 Cash from QT transaction  503,731  - 

      

Net cash from (used in) investing activities 

 
503,731  - 

     

Financing activities 

 

   

Loan receivable  (1,736,530)  (427,837) 

Loan from a related party  -  (1,000,000) 

Proceeds from non-brokered private placement & 

exercise of warrants  1,641,069  - 

   

   

Net cash from (used in) financing activities 

 
(95,461)  (1,427,837) 

   

   

Net change in cash and cash equivalent 

 

46,500  60,458 

       

Effect of exchange rate on cash  939  (618) 

   

   

Cash and cash equivalent, beginning of the year 

 

76,034  16,194 

Cash and cash equivalents, end of the year 

 
123,473  76,034 

     
 

 

 

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



 
 

CROWNIA HODLINGS LTD. 

Consolidated Statements of Changes in Shareholders’ Equity 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars) 

  Note 

Number 

of Shares Amount 

Accumulated 

Other 

Comprehensive 

Income 

Retained 

Earning Reserves 

Shareholders' 

Equity 

      $   $   $  $  $  

Balance, June 30, 2014  50,000 50,000 5,008 1,078,012 - 1,133,020 

Other comprehensive loss for the period  - - 3,048 - - 3,048 

Net income for the year  - - - 648,965 - 648,965 

Balance, June 30, 2015  50,000 50,000 8,056 1,726,977 - 1,785,033 

        

Capital reorganization   

transaction completed on September 11, 2015  

(50,000) 

22,000,000 - - - - - 

Fair value of Crownia share capital upon RTO  6,000,000 733,037 - - - 733,037 

Fair value of options to former officers of 

Crownia  - - - - 34,242 34,242 

Fair value of warrants to RTO agent  - - - - 35,313 35,313 

Issuance of shares for non-brokered private 

placement  2,500,000 377,400 - - - 377,400 

Issuance of shares for QT finder’s fee  500,000 75,480 - - - 75,480 

Fair value of QT Finder’s Warrants  - - - - 44,289 44,289 

Exercise of agent warrants   400,000 65,745 - - (35,313) 30,432 

Exercise of options  40,000 18,975 - - (8,429) 10,546 

Other comprehensive gain resulted from RTO  - - 1,033 - - 1,033 

Issuance of shares for non-brokered private 

placement   4,437,240 1,600,069 - - - 1,600,069 

Fair value of stock based compensation   - - - - 114,663 114,663 

Grant of options  - - - - 176,705 176,705 

Other comprehensive income for the year  - - 30,876 - - 30,876 

Net loss for the year  - - - (1,493,949) - (1,493,949) 

Balance – June 30, 2016  35,877,240 2,920,706 39,965 233,028 361,470 3,555,169 

 

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



 
 
CROWNIA HOLDINGS LTD. 
Notes to the consolidated financial statements 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars) 

6 
 

 

1. NATURE OF OPERATIONS AND CONTINUANCE OF OPERATIONS 

 
CROWNIA HOLDINGS LTD. (formerly known as 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 Public Offering Prospectus (“IPO”) and the Company 

began trading under the symbol LXC.P on May 23, 2014. The principal business of the Company was the 

identification and evaluation of assets or businesses with a view to completing a Qualifying Transaction (“QT”).  

  

On September 11, 2015, the Company completed 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. As a 

result of the transaction, the former shareholder of Jinsili acquired control of the Company. Therefore, the 

transaction is considered as a reverse take-over. This transaction constituted the QT and the Company has ceased to 

be a capital pool company since then. 

 

Jinsili was incorporated under the British Virgin Island Business Companies Act on January 10, 2012. Jinsili 

specializes in specialty steel trading in the international steel markets.  

 

The head office of the Company is located at 1980 – 1075 West Georgia Street, Vancouver, British Columbia, V6E 

3C9.  

 

Through its review of future activities including forecasting future cash flows, management has formed a judgment 

that the Company has adequate resources to continue as a going concern for the foreseeable future, which 

management has defined as being at least the next 12 months. In arriving at this judgment, management has 

considered the information in relation to the Company’s existing commitments and the financial resources available 

to the Company. The expected cash flows have been modeled based on anticipated revenue and profit streams.  

 

Management has considered the: (i) base of investors and debt lenders historically available; (ii) cash generation, 

debt levels and debt-to-equity ratios; and (iii) fundamental trends of the Company’s businesses. Considering the 

above, management is satisfied that the Company has adequate resources to continue as a going concern for at least 

the next 12 months. 

 

For these reasons, these consolidated financial statements have been prepared on a going concern basis. 

 

These consolidated financial statements have been approved for issue by the Board of Directors on October 28, 

2016. 

 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Basis of presentation 

 

The consolidated financial statements, including comparatives, have been prepared in accordance with International 

Financial Reporting Standards as issued by the International Accounting Standards Board ("IASB") and 

interpretations of the International Financial Reporting Interpretations Committee ("IFRIC"). 

 



 
 
CROWNIA HOLDINGS LTD. 
Notes to the consolidated financial statements 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars, unless stated otherwise) 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Basis of presentation (continued) 

 

These consolidated financial statements have been prepared on a historical cost basis except for financial 

instruments classified as fair value through profit or loss that have been measured at fair value. In addition, these 

consolidated financial statements have been prepared using the accrual basis of accounting, except for cash flow 

information. 

 

Basis of Consolidation 

  

These consolidated financial statements include the accounts of the Company and its controlled entities. Control is 

achieved when the Company has the power to govern the financial and operating policies of an entity so as to obtain 

benefits from its activities. Subsidiaries are fully consolidated from the date on which control is transferred to the 

Company until the date on which control ceases. All inter-company transactions, balances, income and expenses are 

eliminated in full upon consolidation.  

 

Since the QT is accounted for as a reverse take-over transaction, Jinsili is treated as an accounting acquirer and the 

Company is treated as an accounting acquiree. As a result, the financial statements are a continuance of Jinisili.  

 

Details of controlled entities are as follows: 

 

  
Country of 

Incorporation 

Percentage 

owned as at  

June 30, 

Principal 

activity 

2016 2015 
 

Crownia International Trading Ltd. Canada 100% - 
Newly 

incorporated 

Jinsili International Steel Holdings Co., 

Limited (“Jinsili”) 
BVI 100% 100% Trading 

Jinsili (Hong Kong) International Steel 

Holdings Co., Ltd. 

 (“Jinsili Hong Kong”) 

Hong Kong 100% 100% Trading 

Jinsili (Jinan) International Steel 

Holdings Co., Ltd. 

 (“Jinsili Jinan”) 

China - 100% Deregistered  

Sheng He Trading (Shenzhen) Co. Ltd. 

(“Sheng He”) 
China - 100% Deregistered 

 

 

Critical accounting judgments, estimates and assumptions 

 

The preparation of these consolidated financial statements, in conformity with IFRS, requires management to make 

judgments, estimates and assumptions that affect the reported amount of assets and liabilities, disclosure of 

contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of 

revenues and expenses during the periods. However, uncertainties about these assumptions and estimates could 

result in outcomes that would require a material adjustment to the carrying amount of the asset or liability affected in 

the future. 

 

Estimates are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which 

the estimates are revised and in any future periods affected. 

 



 
 
CROWNIA HOLDINGS LTD. 
Notes to the consolidated financial statements 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars, unless stated otherwise) 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Critical accounting judgments, estimates and assumptions (continued) 

 

Significant areas of estimation uncertainty in applying accounting policies that have the most significant effect on 

the amount recognized in the statements of financial position are: 

 

i. Allowance for doubtful accounts 

 

The Company extends unsecured credit to its customers in the ordinary course of business but mitigates the 

associated risks by performing credit checks and actively pursuing past due accounts. An allowance for 

doubtful accounts is estimated and recorded based on management’s assessment of credit history with the 

customers and current relationships with them. 

 

ii. Intangible assets 

 

The Company assesses that an intangible asset has a finite life. The useful life used by management is 

based on their best estimate. Actual results may differ from this estimate.  

 

iii. Share-based payment 

 

Share-based payments are valued using the Black-Scholes Option Pricing Model at the date of grant and 

expensed in profit or loss over vesting period of each award. The Black‐Scholes Option Pricing Model 

utilizes subjective assumptions such as expected price volatility and expected life of the option. Changes in 

these input assumptions can significantly affect the fair value estimate. 

 

Significant areas of critical judgments in applying accounting policies that have the most significant effect on the 

amount recognized in the statement of financial position are: 

 

i. Going concern 

 

Management has applied judgments in the assessment of the Company's ability to continue as a going 

concern when preparing its consolidated financial statements for the years ended June 30, 2016 and 2015. 

Management prepares the consolidated financial statements on a going concern basis unless management 

either intends to liquidate the entity or to cease trading, or has no realistic alternative but to do so. In 

assessing whether the going concern assumption is appropriate, management takes into account all 

available information about the future, which is at least, but is not limited to, twelve months from the end 

of the reporting period. Management considered a wide range of factors relating to current and expected 

profitability, debt repayment schedules and potential sources of replacement financing. As a result of the 

assessment, management concluded the going concern basis of accounting is appropriate based on its profit 

and cash flow forecasts and access to replacement financing for the future twelve months. 

 

ii. Gross versus net revenue recognition  

 

The Company evaluates whether it is appropriate to record the gross amount of its revenues and related 

costs by considering a number of factors, including, among other things, whether the Company is the 

primary obligor under the arrangement and has latitude in establishing prices. Revenue is derived from 

strategic partners providing shipping and packaging services to customers. Management has reviewed the 

primary indicators of these transactions such as: 

 

 The strategic partners provide the services to the customer operating on behalf of the Company; 

 The Company has control over who performs the service; 

 The Company is responsible for all billing and collecting of revenues; 

 The Company is responsible for setting all rates; and 

 The strategic partners receive a set percentage of revenue generated. 



 
 
CROWNIA HOLDINGS LTD. 
Notes to the consolidated financial statements 

For the years ended June 30, 2016 and 2015 

(Expressed in US Dollars, unless stated otherwise) 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Taking all the above consideration, management has made the judgment that the Company is the primary 

obligor in these transactions and has sole latitude in establishing prices. Accordingly, revenue is recorded 

on a gross basis. When the service has been performed, the related costs are incurred, the revenues can be 

reliably measured and when collectability is reasonably assured. 

 

Critical accounting judgments, estimates and assumptions (continued) 

 

iii. Impairment of long-lived assets 

 

When there are indications that an asset may be impaired, the Company is required to estimate the asset’s 

recoverable amount. Recoverable amount is the greater of value in use and fair value less costs to sell. 

Determining the value in use requires the Company to estimate expected future cash flows associated with 

the assets and a suitable discount rate in order to calculate present value. No indication of impairment was 

noted for the years ended June 30, 2016 and 2015.  

 

Cash and cash equivalents 

 
Cash and cash equivalents comprises of cash at banks and cash on hand and short term money market instruments 

with an original maturity of three months or less when acquired, which are readily convertible into a known amount 

of cash. As at June 30, 2016 and 2015, cash and cash equivalents solely consist of cash. 

 

Revenue  

 
The Company recognizes revenue, primarily from the sale of goods, net of trade discounts, rebates and other similar 

allowances. Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of 

the goods have passed to the buyer, it is probably that the economic benefits will flow to the Company, there is no 

continuing management involvement with the goods, and the amount of revenue can be measured reliably. The 

timing of the transfers of risks and rewards is depending on the terms of the contract of sales, which in most cases is 

after the product delivered to a destination port specified by the customers.  
 

Foreign Currencies Translation and Transaction 

 

The functional currency of each of the Company’s entities is measured using the currency of the primary economic 

environment in which that entity operates. The consolidated financial statements are presented in US dollars (“US 

Dollars”), which is Jinsili’s functional currency. The functional currency of Jinsili Hong Kong is Hong Kong dollars 

(“HK Dollars”). The functional currency of Crownia Holdings Ltd. is Canadian dollars.  

 

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the date 

of the transaction. Foreign currency monetary items are translated at the period-end exchange rate. Non-monetary 

items measured at historical cost continue to be carried at the exchange rate at the date of the transaction. Non-

monetary items measured at fair value are reported at the exchange rate at the date when fair values were 

determined. Exchange differences arising on the translation of monetary items or on settlement of monetary items 

are recognized in the statement of loss in the period in which they arise. 

 

The financial statements of the entities that have a functional currency different from US Dollars are translated into 

US Dollars as follows: assets and liabilities – at the closing rate at the date of the statement of financial position, and 

income and expenses – at the average rate of the period (as this is considered a reasonable approximation to actual 

rates). All resulting changes are recognized in other comprehensive income as cumulative translation adjustments. 
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Notes to the consolidated financial statements 

For the years ended June 30, 2016 and 2015 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Related party transactions 

 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or 

exercise significant influence over the other party in making financial and operating decisions.  Parties are also 

considered to be related if they are subject to common control, related parties may be individuals or corporate 

entities.  A transaction is considered to be a related party transaction when there is a transfer of resources or 

obligations between related parties. 

 

Property and Equipment 

 

Property and equipment are recorded at cost less accumulated amortization and impairment losses. Amortization is 

provided over the estimated useful lives of assets as follows: 

 

Computer software 5 years 

 

Cost associated with normal maintenance and repairs are expensed when they occur. Costs of major replacements 

that substantially extend the economic life of the asset are capitalized. 

 

Upon disposal or abandonment, the carrying amount of an asset is derecognized and any gain or loss arising from 

the disposal or abandonment of the asset is determined as the sales proceeds less the carrying value of the asset and 

recognized as an operation expense in the statement of operations and comprehensive income (loss). 

 

Intangible assets 

 

Intangible assets are recorded at cost less accumulated amortization and accumulated impairment losses. 

Amortization is provided using the straight-line method in amounts sufficient to amortize the cost of the assets over 

the estimated useful lives indicated: 

 

Customer list 3 years 

 

Impairment of Non-Financial Assets 

 

The carrying amounts of the Company’s non-financial assets, other than inventories and deferred tax assets, are 

reviewed at each reporting date to determine whether there is any indication of impairment. If there is an indication 

of impairment, then the asset’s recoverable amount is estimated. 

 

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (“CGU”) fair value less costs to 

sell and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that 

are largely independent of those from other assets or groups of assets. Where the carrying amount of an asset or 

CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable 

amount. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-

tax discount rate that reflects current market assessments of the time value of money and the risks specific to the 

asset. In determining fair value less costs to sell, recent market transactions are taken into account, if available. If no 

such transactions can be identified, an appropriate valuation model is used. 
 

Income taxes 

 

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss 

except to the extent that it relates to a business combination, or items recognized directly in equity or in other 

comprehensive income.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Income taxes (continued) 

 

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 reporting date, and any adjustment to tax payable in respect of previous 

years. 

 

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. Deferred tax is not recognized for the 

following temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business 

combination and that affects neither accounting nor taxable profit or loss, and differences relating to investments in 

subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable 

future. In addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition 

of goodwill. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when 

the related asset is realized or liability is settled, based on the laws that have been enacted or substantively enacted 

by the reporting date. 

 

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and 

assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax 

entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will 

be realized simultaneously. 

 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the 

extent that it is probable that future taxable profits will be available against which they 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.  

 

Earnings (loss) per share 

 

Basic earnings per share is computed by dividing net earnings available to common shareholders by the weighted 

average number of outstanding common shares for the period. In computing diluted earnings per share, an 

adjustment is made for the dilutive effect of the exercise of stock options and warrants. The number of additional 

shares is calculated by assuming that outstanding stock options and warrants are exercised and that the proceeds 

from such exercises were used to acquire common shares at the average market price during the reporting periods. In 

periods where a net loss is reported all outstanding options and warrants are excluded from the calculation of diluted 

loss per share, as they are all anti-dilutive. 

 

Financial instruments – recognition and measurement  

 

All financial assets and financial liabilities are initially recorded at fair value and designated upon inception into one 

of the following categories: held-to-maturity, available-for-sale, loans and receivables or at fair value through profit 

or loss (“FVTPL”). 

 

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses recognized through 

profit and loss. Available-for-sale instruments are measured at fair value with unrealized gains and losses recognized 

in other comprehensive income. Held-to-maturity instruments and loans and receivables are initially recorded at fair 

value and subsequently measured at amortized cost using the effective interest method. 

 

Effective interest method calculates the amortized cost of a financial asset and allocates interest income over the 

corresponding year.  
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

Financial instruments – recognition and measurement (continued) 

 

The effective interest rate is the rate that discounts estimated future cash receipts over the expected life of the 

financial asset, or, where appropriate, a shorter year, to the net carrying amount on initial recognition.   

 

Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities. Other financial 

liabilities are initially measured at fair value, net of transaction costs, and are subsequently measured at amortized 

cost using the effective interest method, with interest expense recognized on an effectively yield basis.  

 

The Company has implemented the following classifications for its financial instruments: 

 

1. Cash has been classified as FVTPL. 

2. Accounts receivables, other receivable, and loan receivable have been classified as loans and 

receivables. 

3. Accounts payables and due to related party have been classified as other financial liabilities. 

 

Impairment of financial assets 

 

The Company assesses at the end of each reporting year whether a financial asset is impaired. 

 

If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred, the 

amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 

estimated future cash flows discounted at the financial asset’s original effective interest rate. The carrying amount of 

the asset is then reduced by the amount of the impairment. The amount of the loss is recognized in profit or loss. 

 

If, in a subsequent year, the amount of the impairment loss decreases and the decrease can be related objectively to 

an event occurring after the impairment was recognized, the previously recognized impairment loss is reversed to 

the extent that the carrying value of the asset does not exceed what the amortized cost would have been had the 

impairment not been recognized. Any subsequent reversal of an impairment loss is recognized in profit or loss. 

 

In relation to accounts receivables, a provision for impairment is made and an impairment loss is recognized in 

profit and loss when there is objective evidence (such as the probability of insolvency or significant financial 

difficulties of the debtor) that the Company will not be able to collect all of the amounts due under the original terms 

of the invoice. The carrying amount of the accounts receivable is reduced through use of an allowance account. 

Impaired debts are written off against the allowance account when they are assessed as uncollectible.   

 
Derecognition of financial assets and financial liabilities 
 

Financial assets are derecognized when the rights to receive cash flows from the assets expire or, the financial assets 

are transferred and the Company has transferred substantially all the risks and rewards of ownership of the financial 

assets. On derecognition of a financial asset, the difference between the asset’s carrying amount and the sum of the 

consideration received and receivable and the cumulative gain or loss that had been recognized directly in equity is 

recognized in profit or loss. 

 

For financial liabilities, they are derecognized when the obligation specified in the relevant contract is discharged, 

cancelled or expires. The difference between the carrying amount of the financial liability derecognized and the 

consideration paid and payable is recognized in profit or loss. 
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

New accounting standards issued but not yet in effect:  

 

The IASB issued the following standards which are currently relevant but have not yet been adopted by the 

Company: IFRS 2, “Share-based Payments’’; IFRS 7, “Financial Instruments: Disclosures”; IFRS 9, “Financial 

Instruments”; IFRS 15, “Revenue from Contracts with Customers"; and IAS 7, “Statement of Cash Flows’’. The 

Company is currently assessing the impact that these new and amended standards will have on its consolidated 

financial statements.    

 

IFRS 2 – Share-based Payments  

In June 2016, the IASB issued an amendment to address certain issues related to the accounting for cash settled 

awards, and the accounting for equity settled awards that include a “net settlement’’ feature in respect of employee 

withholding taxes. The mandatory effective date of the amendment to IFRS 2 is for annual periods beginning on or 

after January 1, 2018.    

  

IFRS 7 – Financial Instruments: Disclosures  

IFRS 7 has been amended to enhance disclosure requirements related to offsetting of financial assets and liabilities. 

Originally, the amendments were applicable retrospectively for annual periods beginning on or after January 1, 

2013. However, IFRS 7 has since been amended to require additional disclosures on transition from IAS 39, 

“Financial Instruments: Recognition and Measurement” to IFRS 9 (see below), effective on adoption of IFRS 9, 

which is effective for annual periods beginning on or after January 1, 2018.  

 

IFRS 9 – Financial Instruments    

IFRS 9, “Financial Instruments” was issued by the IASB in October 2010 and will replace IAS 39, “Financial 

Instruments: Recognition and Measurement”. IFRS 9 uses a single approach to determine whether a financial asset 

is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based 

on how an entity manages its financial instruments in the context of its business model and the contractual cash flow 

characteristics of the financial assets. Most of the requirements in IAS 39 for classification and measurement of 

financial liabilities were carried forward unchanged to IFRS 9. The new standard also requires a single impairment 

method to be used, replacing the multiple impairment methods in IAS 39. Requirements relating to hedge 

accounting representing a new hedge accounting model have also been added to IFRS 9. The mandatory effective 

date for IFRS 9, which is to be applied retrospectively, would be annual periods beginning on or after January 1, 

2018. 

 

IFRS 15 – Revenue from Contracts with Customers  

The objective of the IFRS 15 revenue standard is to provide a single, comprehensive revenue recognition model for 

all contracts with customers to improve comparability within industries, across industries, and across capital 

markets. The revenue standard contains principles that an entity will apply to determine the measurement of revenue 

and timing of when it is recognized. The underlying principle is that an entity will recognize revenue to depict the 

transfer of goods or services to customers at an amount that the entity expects to be entitled to in exchange for those 

goods or services. The revenue standard is effective for entities that report under IFRS for annual periods beginning 

on or after January 1, 2018. Early adoption is permitted for IFRS reporters. 

 

IAS 7 – Statement of Cash Flows  

In January 2016, the IASB published amendments to IAS 7, “Statement of Cash Flows”. The amendments are 

intended to clarify IAS 7 to improve information provided to users of financing statements about an entity’s 

financing activities. They are effective for annual periods beginning on or after January 1, 2017, with earlier 

application being permitted.  
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3.  REVERSE TAKE-OVER 

 

 On September 11, 2015, the Company completed a business transaction where the Company acquired all 

issued and outstanding equity interest of Jinsili for exchange of issuance of 22,000,000 common shares of the 

Company. As a result of the transaction, the former shareholder of Jinsili acquired control of the Company. 

Therefore, the transaction is considered as a reverse take-over.  

 

 As per IFRS 2 Share Based Payment and IFRS 3 Business Combination, since this transaction does not 

constitute a business combination, rather it is treated as a reverse take-over, it is treated as an issuance of shares 

by Jinsili for the net assets of the Company and its listing status as of September 11, 2015. Since the share 

consideration to be allocated to the former shareholders of the Company on closing the transaction is 

considered within the scope of IFRS 2, and the Company cannot identify specifically some or all of the goods 

or service received in return for the allocation of the shares, the value in excess of the net identifiable assets or 

obligations of the Company acquired on closing is to be expensed in the consolidated statement of operations 

and comprehensive income as listing expense. 

 

 In connection with the transaction, the Company closed a non-brokered private placement for gross proceeds of 

$377,400 (CAD $500,000) for issuance of 2,500,000 common shares at a $0.15 (CAD $0.20) per share. Upon 

closing of the transaction, the Company also issued a finder’s fee to Qu Bo International Trading Company 

Limited (“Qu Bo”) for 500,000 common shares (each “Finder’s Share”) and 500,000 non-transferable warrants 

(each “Finder’s Warrants”) to be exercised at $0.14 (CAD $0.19) for a period of two years.  

 

 The fair value of the Finder’s Warrants is $44,289 (CAD $58,676) and is determined using the Black-Scholes 

option pricing model assuming a risk free interest rate of 0.52%, a dividend yield of 0%, an expected volatility 

of 112.50% and an expected life of two years.  

 

 The assets acquired and liabilities assumed are at their fair values which are the same as their carrying 

amounts. The net assets of the Company at fair value on September 11, 2015, are as follows: 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 $ CAD $ 

Crownia’s Identifiable Net Assets   

Cash and cash equivalents 503,731 667,370 

Subscription receipts (377,400) (500,000) 

GST receivable 4,900 6,492 

Prepaid expenses 9,199 12,187 

Accounts payable  (108,032) (143,127) 

Identifiable net assets  32,398 42,922 

   

Transaction Costs   

Deemed share issue 733,037 971,167 

Options deemed granted 34,242 45,366 

Warrants deemed granted 35,313 46,785 

 802,592 1,063,318 

   

Finders fees in common shares  75,480 100,000 

Finders fees in warrants  44,289 58,676 

 119,769 158,676 

   

Listing expense, net of identifiable net 

assets and other comprehensive income 

889,963 1,179,072 
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3.  REVERSE TAKE-OVER (CONTINUED) 
 

The share based compensation in the amount of $802,592 (CAD $1,063,318) included in the listing expense is 

comprised of $733,037 (CAD $971,167) representing the fair value of the existing shares prior to the 

transaction at $0.15 (CAD $0.20) per share, $34,242 (CAD $45,366) representing the fair value of the existing 

options retained by the former shareholders of the Company, and $35,313 (CAD $46,785) representing the fair 

value of the existing warrants issued to the IPO agent. The $0.15 (CAD $0.20) value for the abovementioned 

shares was based on the fair value from the concurrent private placement, adjusted by the price effect on 

escrowed shares.  The fair value of the options and warrants was based on an application of the Black Scholes 

option pricing model using the following weighted average assumptions: a share price of $0.15 (CAD $0.20) 

per share, a volatility of 112.5%, a weighted average annual risk free interest rate of 0.52%, no dividends, and 

expected remaining expected lives of 3.7 and 0.7 years for the options and warrants respectively. 

 

4.  SEGMENT INFORMATION 

 
The chief operating decision-maker has been identified as the Company’s directors. The Company’s principal 

activity is importing and exporting specialty steels. The directors regard it as the single business segment and 

no segment information is presented.  

 

Geographical information of the Company’s sales, cost of goods sold, and operating expenses is as follows: 

 

 

2016 2015

$ $

Total Total

Revenue

British Virgin Island 5,837,302      8,321,498     

Hong Kong -                     -                    

China -                     -                    

5,837,302      8,321,498     

Intangible assets

British Virgin Island 63,262           117,601        

Hong Kong -                     -                    

China -                     -                    

63,262           117,601        

For the years ended
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5.  PROPERTY, PLANT AND EQUIPMENT  

 

 
 

6.  INTANGIBLE ASSETS 

 
On August 30, 2014, the Company entered into an assets purchase agreement with Profisino Global Holdings 

Company Limited (“Profitsino”) to purchase a client database for a consideration of $163,018 (RMB 

$1,000,000). The purchase was completed on November 30, 2014 and the amortization commenced on 

December 1, 2014. The amortization expenses for the years ended June 30, 2016 is $54,339 (June 30, 2015 - 

$45,417).  
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7.  LOAN RECEIVABLE 

 
On November 1, 2015 and amended on June 7, 2016, the Company entered into a loan agreement with an 

arm’s length party, who is the former parent company of Shenzhen Leader New Material Co., Ltd. (“Shenzhen 

Leader New Material”), the major export agent of the Company. The Company is currently in the process of 

acquiring Shenzhen Leader New Material through its current parent company Zhongwan Co., Ltd.. The 

Company agreed to provide an operating loan up to $1,736,530 ($11,300,000 RMB) to help with this arm’s 

length party’s short-term working capital need. The loan is unsecured and non-interest bearing and due on 

demand with repayment term no more than one year.  

 

As at June 30, 2016, the outstanding balance is $1,736,530  ($11,300,000 RMB) (June 30, 2015 - $nil). A 

significant portion of the loan will be settled through the acquisition transaction disclosed in subsequent event 

note (see Note 15(i)). 

 

8.  SHARE CAPITAL 
  

a) Authorized:  Unlimited number of common voting shares without nominal or par value  

 

The below number of shares have been effected for the reverse take-over at a ratio of 1:440.  

 

b) Issued and Outstanding: At June 30, 2016, 35,877,240 common shares were outstanding (June 30, 2015 – 

22,000,000) .  

 

Share transactions after the reverse take-over: 

 

c) On March 3, 2016, a former director exercised 40,000 options at an exercise price at $0.26 (CAD $0.35) 

into 40,000 common shares. 

 

d) On December 30, 2015, the Company issued a total of 4,437,240 shares for a non-brokered private 

placement raising gross proceeds of $1,600,069 (CAD $2,218,620) at a price of $0.36 (CAD $0.50) per 

share. No finder’s fees were paid.   

 

e) On September 21, 2015, Leede Jones Gable Inc (IPO sponsor) exercised 25,000 warrants at an exercise 

price at $0.08 (CAD $0.10) into 25,000 common shares.  

 

f) On September 18, 2015, Leede Jones Gable Inc (IPO sponsor) exercised 375,000 warrants at an exercise 

price at $0.08 (CAD $0.10) into 375,000 common shares 

 

g) In connection with the reverse take-over, the Company issues 500,000 common shares as finder’s fee to Qu 

Bo International Trading Company Limited.  

 

h) On September 11, 2015, the Company completed a business transaction where the Company acquired all 

issued and outstanding equity interest of Jinsili for exchange of issuance of 22,000,000 common shares of 

the Company. As a result of this transaction, Xizhou Tong, the sole shareholder of Jinsili has ownership or 

exercises control or direction over an aggregate of 22,000,000 Common Shares in the capital of the 

Company, representing approximately 61.32% of the issued and outstanding Common Shares of the 

Company, on fully diluted basis.  
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9.  OPTIONS AND WARRANTS  
 

a) Warrants: 

 
 The warrants that are issued and outstanding as at June 30, 2016 are as follows: 

 

  Number of 

warrant 

Exercise price Exercise price 

(CAD) 
  $ $ 

Balance, June 30, 2015 400,000 0.08 0.10 

Issued 500,000 0.14 0.19 

Exercised  (400,000) 0.08 0.10 

Balance, June 30, 2016 500,000 0.14 0.19 

 

The following table summarizes the warrants outstanding and exercisable as at June 30, 2016: 

 

Number of 

Warrants 

Exercise Price 

 

Exercise Price 

(CAD) Expiration Date 

500,000 $0.14 $0.19 September 10, 2017 

 

Upon closing of the reverse take-over transaction, the fair value of the Finder’s Warrants is $44,289 (CAD 

$58,676) and is determined using the Black-Scholes option pricing model assuming a risk free interest rate of 

0.52%, a dividend yield of 0%, an expected volatility of 112.50% and an expected life of two years. 

 

The agent warrants granted upon closing of the IPO were re-valued upon closing of the reverser take-over 

transaction. $35,313 (CAD $46,785) representing the fair value of the existing warrants issued to the IPO 

agent. The fair value of the warrants was based on an application of the Black Scholes option pricing model 

using the following weighted average assumptions: a share price of $0.15 (CAD $0.20) per share, a volatility 

of 113%, a weighted average annual risk free interest rate of 0.52%, no dividends, and expected remaining 

expected lives of 0.7 year.  

 

On September 18 and 21, 2015, a total of 400,000 agent warrants were exercised.  

 

b) 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 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. 

 
 c) Options: 

 
On October 9, 2015, the Company granted 2,370,000 stock options to directors, officers, employees and 

consultants. Each option can be exercisable into one common share of the Company at a price of $0.27 (CAD 

$0.35) per share for five years from the date of grant. Options granted to certain consultants, directors, officers 

and employees are exercisable with one-third of stock optipons vesting on the date of grant, and another one-

third vesting on the first and second anniversary of the date of grant. Options granted to certain consultants and 

employees are exercisable with 10% of such stock options vesting on the date of grant, 20% on the first 

anniversary, 30% on the second anniversary and 40% on the third anniversary of the date of grant. The average 

grant date fair value of the option was $0.21 (CAD $0.27). On June 30, 2016, a total of $288,261 (CAD 

$388,859) is recognized and is determined using the Black-Scholes option pricing model assuming a risk free 

interest rate of 0.75%, a dividend yield of 0%, an expected volatility of 112.50% and expected remaining 

expected lives of 4.28 years for non-employees. 
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9.  OPTIONS AND WARRANTS  (CONTINUED) 
 

The initial fair value of the options was based on an application of the Black Scholes option pricing model 

using the following weighted average assumptions: a share price of $0.27 (CAD $0.35) per share, a volatily of 

113%, a weighted average annual risk free interest rate of 0.54%, no dividends, and expected remaining lives 

of 5 years.  

 

On May 23, 2014, the Company granted 280,000 stock options to former officers at the closing of its IPO. 

Each option can be exercisable into one common share of the Company at a price of $0.08 (CAD $0.10) per 

share for five years from the date of grant. The options vested on the grant date. The average grant date fair 

value of the options was $0.08 (CAD $0.10). 

 

Upon closing of the reverse take-over transaction, options granted to former officers were revalued at $34,242 

(CAD $45,366). The fair value of the options and warrants was based on an application of the Black Scholes 

option pricing model using the following weighted average assumptions: a share price of $0.15 (CAD $0.20) 

per share, a volatility of 113%, a weighted average annual risk free interest rate of 0.52%, no dividends, and 

expected remaining expected lives of 3.7 years. 

 
The options outstanding and exercisable at June 30, 2016 are as follows: 

 

 

Number of options 

Exercise 

Price 

Exercise 

Price (CAD) 

  $ $ 

Balance, June 30, 2015   280,000 0.08 0.10 

Granted 2,370,000 0.27 0.35 

Exercised (40,000) 0.27 0.35 

Forfeited  (140,000) 0.27 0.35 

Balance, June 30, 2016 2,470,000 0.27 0.32 

 

The following table summarizes the options outstanding and exercisable as at June 30, 2016: 

 

Number of 

Options 

Exercise 

Price 

 

Exercise 

Price 

(CAD) 

Expiration Date Number of 

Options 

Exercisable  

Remianing 

contractual 

life 

280,000 $0.08 $0.10 May 23, 2019 280,000 2.90 

2,190,000 $0.27 $0.35 October 9, 2020 429,000 4.28 

 

As at June 30, 2016, 2,470,000 options with a weighted average remaining contractual life of 4.12 years were 

outstanding and 709,000 options were exercisable with a weighted average remaining contractual life of 3.73 

years, entitling the holders thereof the right to purchase one common share for each option held. 

 

10.  CAPITAL MANAGEMENT 
 

The Company’s objective is to maintain a strong capital base so as to maintain investor, creditor and market 

confidence and to sustain future development of the business. 

 

Management defines capital as the Company’s shareholders’ equity. The Board of Directors does not establish 

quantitative return on capital criteria for management; but rather promotes year over year sustainable profitable 

growth. The Company is not subject to externally imposed capital requirements. 
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11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

Classification of Financial Instruments: 

 

(a) Fair Values 

 

Financial instruments recorded at fair value are measured using a three-level fair value hierarchy: 

Level 1 Fair value is determined by reference to quoted prices in active markets for identical 

assets and liabilities 

Level 2 Fair value is determined based on inputs other than quoted prices for which all 

significant inputs are observable, either directly or indirectly 

Level 3 Fair value is determined based on inputs that are unobservable and significant to the 

overall fair value measurement 

 
As at June 30, 2016 and 2015, cash is assessed to be level 1 instrument. 

 

The fair values of other financial instruments, which include accounts receivable, other receivable, loan 

receivable and accounts payable approximate their carrying values due to the relatively short-term maturity 

of these instruments.  

 

For related party payable, it is initially measured at fair value, which is determined by discounting future 

payments of principal and interests under long-term payable at the market interest rate at reporting dates. 

 

(b) Credit Risk 

 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause 

the other party to incur a financial loss. Financial instruments that potentially subject the Company to a 

concentration of credit risk consist primarily of cash and accounts receivable.  

 

The Company limits its exposure to credit loss by placing its cash with high credit quality financial 

institutions. The carrying amount of financial assets represents the maximum credit exposure.  

 

100% of the Company’s revenue for the years ended June 30, 2016 and 2015 were derived from export 

sales. The Company has one major customer, who represents 95% of accounts receivable as at June 30, 

2016 (June 30, 2015 – 100%). This major customer also represents 72% of total revenue for the years 

ended June 30, 2016  (June 30, 2015 – 34%). The collectability of accounts receivable from this major 

customer could significantly impact the operation of the Company.   

 

  The aging of accounts receivable as at the reporting date is: 

 

As at June 30, 

2016

As at June 30, 

2015

$ $

Past due within 30 days 470,795           161,456       

Past due 30 - 90 days 183,314           578,683       

Past due 91 - 120 days 221,016           214,184       

Past due 121 - 365 days 1,675,570        1,863,428    

2,550,695        2,817,751     
 

The accounts receivable balance before allowance for doubtful account is $2,958,182. The movement in the 

allowance for impairment in respect of accounts receivable during the year was as follows: 

  
  $ 

Balance as at July 1, 2014 and 2015 - 

Charge for the year 407,487 

Balance as at June 30, 2016 407,487 
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11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED) 

 

(c) Currency Risk 

 

Currency risk refers to the risk that the fair value of future cash flows of a financial instrument will 

fluctuate because of changes in foreign exchange rates. The Company’s exposure to foreign currency risk, 

which arises primarily on fluctuations between the US Dollar and the Canadian Dollars and the US Dollar 

and the HK Dollar, is considered minimum given the foreign transactions are limited.  

 

(d) Liquidity Risk 

 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  

At June 30, 2016 and 2015, the Company had a working capital of $3,491,720 and $1,879,592. The 

Company is focused on generating sales revenue and is actively pursuing additional sources of financing to 

ensure that it can meet its ongoing operating requirements and planned capital expenditures. 

 

The following tables detail the remaining contractual maturities at the respective reporting dates of the 

Company’s non-derivative financial liabilities, which are based on contractual undiscounted cash flows and 

the earliest date the Company can be required to pay: 

 

Carrying 

amount 

Total contractual 

undiscounted 

cash flow

Within one 

year or on 

demand

One to 

three years

$ $ $ $

Accounts payable and other payable 742,286      742,286               742,286           -                 

Related party payable 257,991      257,991               257,991           -                 

As of June 30, 2016 1,000,277   1,000,277            1,000,277        -                 

Accounts payable and other payable 1,050,871   1,050,871            1,050,871        -                 

Long-term related party payable 212,553      212,553               -                       212,553      

As of June 30, 2015 1,263,424   1,263,424            1,050,871        212,553       
 

(e) Price Risk 

 

The Company is exposed to price risk with respect to fluctuations in the market price or availability of 

special steels could impact the Company’s cash flow and purchase.  

  

The Company’s profitability depends on the selling price and purchase price of its products to customers. 

These prices are subject to various legislation, regional supply and demand and general economic 

conditions.  

 

(f) Interest Rate Risk 

 

Interest rate risk is the risk that the fair value or cash flows of a financial instrument will fluctuate because 

of changes in market interest rates. The Company does not have interest bearing assets in relation to cash at 

banks carried at floating interest rates with reference to the market. The Company’s operating cash flows 

are substantially independent of changes in market interest rates. The Company has not used any financial 

instrument to hedge potential fluctuations in interest rates. The exposure to interest rates for the Company 

is considered minimal. 
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12.  RELATED PARTY TRANSACTIONS 
 

A number of key management personnel, or their related parties, hold positions in other entities that result in 

them having control or significant influence over the financial or operating policies of those entities. Certain of 

these entities transacted with the Company during the reporting period. 

 
(a) Transactions with Shenzhen China Kyle Special Steel Co. Ltd. (“Shenzhen China-Kyle “) 

 

Shenzhen China-Kyle is an export-oriented Chinese company which specializes in special steel supply. The 

former CEO of the Company holds a key management position at Shenzhen China-Kyle. The current CEO 

owns 30% of Shenzhen China-Kyle.  

 

i. On April 28, 2012, Jinsili entered into a labour cooperation agreement, among Shenzhen Foreign 

Labour Service Company, with Shenzhen China-Kyle, pursuant to which Shenzhen China-Kyle 

agrees to provide labour management services for Jinsili for a period of 5 years. On August 1, 

2014, Jinsili entered into an operation cooperation agreement with Shenzhen China-Kyle, pursuant 

to which Shenzhen China-Kyle provides office space as well as management and administrative 

services to Jinsili. Jinsili shall be responsible for the rents, office expenses, salaries, benefits and 

travel expenses in respect of the office spaces and staff that Jinsili has utilized and engaged 

pursuant to the labour cooperation agreement and operation cooperation agreement. Expenses 

incurred by Shenzhen China-Kyle on behalf of Jinsili will be paid off to Shenzhen China-Kyle by 

December 31, 2016 with no interest charge. On August 31, 2015, both parties agreed to terminate 

the labour cooperation agreement as of August 31, 2015 without any penalty. As of June 30, 2016, 

the balance owing to Shenzhen China-Kyle is $257,991 (June 30, 2015 - $212,553).  

 

 
 

 

ii. On May 17, 2012, the Company and Shenzhen China Kyle entered into a business strategy and 

export agency agreement. Under the agreement, Shenzhen China Kyle acts as the agent to 

purchase inventories for the Company in China. For each purchase transaction, China Kyle earns a 

minimum of 3% commission on the purchase price plus an additional 1% service charges. On 

December 31, 2014, the Company and Shenzhen China Kyle mutually terminated the export 

agency agreement.  

 

Purchases made from Shenzhen China Kyle during the years ended June 30, 2016 and 2015 are 

described below: 
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12. RELATED PARTY TRANSACTIONS (CONTINUED) 

 
(b) Related party compensation 

 

i. During the years ended June 30, 2016 and 2015, the following amounts were incurred with respect 

to the officers of the Company: 

 

  For the years ended June 30, 

  2016 2015 

  $ $ 

President  59,750 34,951 

COO  30,030 - 

 

 

 
ii. During the years ended June 30, 2016 and 2015, the following amounts were incurred with respect 

to consulting services provided by corporations over which the Chief Executive Officer (“CEO”) 

and Chief Financial Officer (“CFO”) have significant influence and services provided by a 

director:  

 

  For the years ended June 30, 

  2016 2015 

  $ $ 

Consulting  103,306 - 

 

Additionally, during the year ended June 30, 2016, the CEO made a non-interest bearing loan of 

$7,718 (CAD $10,000) to the Company. The loan has been repaid as at June 30, 2016.  

 

(c) Balance with Related Parties 

 

As at June 30, 2016 and 2015, the following amounts remained outstanding (see Note 12(a)i): 

 

  For the years ended June 30, 

  2016 2015 

  $ $ 

Related party payable 257,991 - 

Long-term related party payable - 212,553 

 

These transactions were conducted in the normal course of operations, on commercial terms established and 

agreed to by the related parties, and were recorded at the exchange amount. 

 

13. ECONOMIC DEPENDENCE 
 

The Company cooperated with two major suppliers for the years ended June 30, 2016 and two major suppliers 

ended June 30, 2015 to purchase specialty steel. Purchases from the major suppliers represent 80% of the 

purchases for the years ended June 30, 2016 (81% of the purchase the years ended June 30, 2015). These 

suppliers also handle packaging and transportation functions for the Company. As the majority of the 

Company’s income is derived from the sale of specialty steel products, its ability to continue operations is 

dependent upon the relationship with and the sustainability of these suppliers. Any significant disruption in the 

supply chain could result in a material adverse effect on the operations of the Company. 

 

Furthermore, the Company had two major customers for the years ended June 30, 2016 (three major customer 

for the years ended June 30, 2015). Sales from the major customers represent 86% during the years ended June 

30, 2016  (84 % for the years ended June 30, 2015). The loss of this significant customer will adversely impact 

the operations of the Company.  
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14. INCOME TAXES 

 
The Company has operations in Hong Kong, mainland China, Canada, and the British Virgin Islands, 

therefore, the Company is subject to the tax laws in different jurisdictions. The following table reconciles the 

expected income tax expense (recovery) at the 2016 Canadian (2015: British Virgin Islands) statutory income 

tax rates to the amounts recognized in the consolidated statements of operations and comprehensive loss for the 

years ended June 30, 2016 and 2015: 

 

 2016 2015 

 $ $ 

Income (loss) before income taxes (1,490,109) 650,953 

Statutory tax rate 26% 0% 

Expected income tax (recovery) (387,428) - 

Non-deductible items 342,789 66,387 

Change in estimates and other (15,181) - 

Foreign currency adjustments (127,011) - 

Foreign tax rate difference 4,254 (65,295) 

Change in deferred tax asset not recognized 186,417 896 

Total income tax expense (recovery) 3,840                                 1,988 

 

Current tax expense (recovery) 3,840                1,988 

Deferred tax expense (recovery) - - 

 3,840                                 1,988 

 

The tax rates in current year and prior year represent the statutory tax rate applicable to the Company in 

Canada in 2016 and in the British Virgin Islands in 2015 respectively.   

 

Deferred taxes reflect the tax effects of temporary differences between the carrying amounts of assets and 

liabilities for financial reporting purposes and their tax values. There was $nil deferred tax assets (liabilities) 

recognized as at June 30, 2016 and 2015. 

 

 2016 2015 

Non capital loss carryforwards 254,639 69,495 

Accrued liabilities  1,354 - 

Foreign exchange difference 1,174 - 

Financing costs 27,507 28,762 

Deferred tax asset not recognized (284,674) (98,257) 

Deferred tax asset (liability) -                  - 

 

The Company has non capital loss carryforwards of approximately $415,796 (2015: $nil) which may be carried 

forward to apply against future year income tax for Canadian income tax purposes, subject to the final 

determination by taxation authorities, expiring in the following years:  

 

Expiry  $ 

2036  415,796 

 
The Company also has $7,312 of non-capital loss carryforwards for the year ended June 30, 2016 (2015: 

$7,063), that may be carried forward indefinitely to apply against future year income for Hong Kong income 

tax purposes, subject to the final determination by taxation authorities. 

 

The deferred tax assets have not been recognized because at this stage of the Company’s development, it is not 

determinable that future taxable profit will be available against which the Company can utilize such deferred 

tax assets.  
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15. SUBSEQUENT EVENTS 

 
i) On October 3, 2016, the Company has entered into a letter of agreement (the “Agreement”) dated 

October 1, 2016 with Zhongwan Co., Ltd. (“Zhongwan”) to acquire all of the issued and outstanding 

securities of Zhongwan from its shareholders (“Transaction”) through its wholly subsidiary, Jinsili 

(Hong Kong) International Steel Holdings Co., Ltd. (“Jinsili HK”) 

 

Pursuant to the Agreement, the Transaction will be effected by the Company issuing up to 6,933,673 

common shares (the “Consideration Shares”) to the shareholders of Zhongwan to acquire all of the 

issued and outstanding securities of Zhongwan, which will result in Zhongwan becoming a wholly-

owned subsidiary of Jinsili HK. The Consideration Shares will be issued at a deemed price of CAD 

$0.49 per share for an intended aggregate purchase price of CAD $3,397,500. The Consideration 

Shares will be subject to a statutory hold period expiring four months from the date of issuance. 

 

The Transaction is not a “Non-Arm’s Length Party” transaction as such term is defined in the TSX 

Venture Exchange (the “TSXV”) Corporate Finance Policies (the “TSXV Policies”) and will therefore 

not be subject to shareholders’ approval. The Company will prepare applicable form for submission to 

the TSXV in accordance with the TSXV policies. 

 

Following the closing of the Transaction, the issuance of the Consideration Shares will not result in 

any person or company who was previously not an Insider becoming an Insider of the Company. 

 

The Transaction is subject to a number of terms and conditions, and the receipt of all necessary 

regulatory, corporate approvals, including the approval of the TSXV, if applicable, and compliance 

with all applicable regulatory requirements and conditions in connection with the Transaction 

 

The completion of the Transaction is expected to occur following the satisfaction or waiver of the 

conditions precedent. The parties have agreed to use best efforts to close the Transaction as soon as 

possible. Each of the Company and Zhongwan will be responsible for the payment of their own 

professional fees 

 

Zhongwan is a private company incorporated under the laws of Hong Kong Special Administrative 

Region (“Hong Kong”) and currently controlled by two shareholders, both of them are residents in 

Hong Kong. Zhongwan’s registered office is located at Hong Kong. Zhongwan owns 100% of 

Shenzhen Leader New Material Co., Ltd. (“Shenzhen Leader New Material”), a private company 

registered in People’s Republic of China. Shenzhen Leader New Material involves in trading of 

customized specialty steel that are manufactured in China. Because of its corporate status, Shenzhen 

Leader New Material is qualified for special tax refund policy on its purchase of specialty steel 

products.  
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15. SUBSEQUENT EVENTS (CONTINUED) 
  

ii) On September 21, 2016, the Company has signed an agreement with ARC Capital Ltd. (“ARC”), 

relating to manage investor relations services intended to increase awareness about the Company and 

its activities. These services will be provided by ARC. The Company has agreed to pay ARC a retainer 

of $10,000 in two (2) instalments and a monthly fee of $10,000. The first retainer instalment is paid on 

September 19, 2016 and the second retainer instalment should be paid at the end of the second month. 

The Company intends to pay these fees from general working capital.  The investor relation services 

commence on September 20, 2016, and the agreement expires on September 19, 2017.  

 

iii) On September 19, 2016, the 500,000 Finder’s Warrants had been exercised at an exercise price at 

$0.14 (CAD $0.19) into 500,000 common shares. 

 

iv) On July 18, 2016, the Company completed a non-brokererd private placement raising gross proceeds 

of CAD $206,750 by the issurance of 413,500 shares at a price of CAD $0.50 per share. These shares 

issued are subject to a statutory hold period expiring November 19, 2016. The total proceeds from this 

non-brokered private placement will be used by the Company for general working capital purposes. No 

finder’s fee has been paid pursuant to the private placement. 

 

 
 


