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Independent Auditor's Report

To the Shareholders of Hemisphere GNSS Inc.: 

Opinion

We have audited the Consolidated financial statements of Hemisphere GNSS Inc. (the "Company"), which comprise
the consolidated statements of financial position as at December 31, 2022 and the consolidated statements of
income (loss) and  comprehensive income, changes in equity and cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying Consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2022 and its consolidated financial performance
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the Consolidated financial statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the 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 consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the Consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

  



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the Consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the Consolidated financial statements, including
the disclosures, and whether the Consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

 
Mississauga, Ontario
April 4, 2023

Chartered Professional Accountants
Licensed Public Accountants
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Hemisphere GNSS Inc.  
Consolidated statements of (loss) income and comprehensive (loss) income  
(In US dollars) 

  December 31, 2022 December 31, 2021 

   $ $ 
Revenue   

  
 

Product sales (Note 18) 55,194,762 53,384,408 
  Service revenue (Note 18) 2,832,999 2,459,232   

58,027,761 55,843,640     

Cost of sales (Notes 5 and 18) 31,976,083 30,538,540 
Gross profit 26,051,678 25,305,100     

Expenses 
   

     
Research and development expenses 1,177,764 1,662,408  
Sales and marketing expenses  2,042,262 1,688,329  
General and administration expenses 4,653,367 4,334,879  
Payroll and benefits expenses 8,332,398 6,244,766  
Incentive compensation expense (Note 20) 459,867 1,331,483  
Depreciation of plant and equipment (Note 6) 281,502 318,819  
Amortization of right-of-use assets (Note 8) 417,700 391,259 

  Amortization of intangible assets (Note 7) 2,778,172 2,674,548 
    20,143,032 18,646,491 
Operating income  5,908,646 6,658,609 

Other Income (expense) 
  

 
Interest income   8,271  8,313  
Interest expense (Note 18)  (1,240,410) (570,465)  
Gain on disposition of plant and equipment  650  800  
Foreign exchange (loss)   190,999  (125,684)  
Divestiture expenses   (1,693,523) - 

 Government subsidy repayment provision (Note 15)  (2,690,660) - 
 Other expenses  (113,079) - 
    (5,537,752) (687,036) 
Income before income taxes 370,894 5,971,573 

    
  

Income tax (expense) (Note 19) (659,692) (1,311,621) 
Deferred income tax (expense) recovery (Note 19) (23,446) 237,266 
    

  

Net  (loss) income and comprehensive (loss) income  (312,244) 4,897,218 
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Hemisphere GNSS Inc.  

Consolidated statements of financial position 
(In US dollars) 

  
As at 

December 31, 2022 
As at 

December 31, 2021  
    $  $  
Assets   

  

Current assets 
  

 
Cash and cash equivalents (Note 3)  2,665,243   1,831,979  

 
Accounts receivable (Notes 4 and 18)  17,734,526   13,162,748  

 
Inventories (Note 5)  16,318,593   13,780,223  

 
Short-term advance (Note 18)  118,000   112,000  

  Prepayments and deposits  444,819   661,870  

    37,281,181                29,548,820 
Long term prepaids and deposits   4,148,315   4,393,312  
Deferred tax asset (Note 19)  1,782,172   1,709,984 
Property, plant and equipment (Note 6)  2,375,778  2,434,529  
Intangible assets (Notes 7)    7,486,407  8,152,795  
Right-of-use assets (Notes 8)  1,438,413   1,507,185  
Goodwill (Note 9)  2,487,655                    2,487,655  

 Total assets 56,999,921                50,234,280 

Liabilities 
   

Current liabilities 
  

 
Accounts payable and accrued liabilities (Notes 10 & 18)  21,040,972  16,383,421 

 
Customer deposits and deferred revenue (Notes 11 and 18)  2,263,940   2,521,053  

 
Income tax payable (Note 19)  437,621  1,029,219     

 
Warranty provision (Note 12)  199,401   179,400  

 Government subsidy repayment provision (Note 15)  2,690,660  - 
 

Incentive compensation accrual (Note 20)  1,597,561   1,515,520  
 

Current portion of lease liabilities (Note 8)  414,586   375,634  
 Short term loan (Note 14)  5,191,260   3,499,299  
  Current portion of shareholder’s loans (Note 13)  7,500,000  - 

    41,336,001 25,503,546 
Shareholder's loans (Note 13) 5,100,000    12,600,000  
Long term loan (Note 14) 323,615    1,547,368  
Deferred tax liability (Note 19) 642,208 546,574  
Long term lease liabilities (Note 8) 1,111,934    1,238,385  

    48,513,758 41,435,873 
Shareholder’s equity 

  

Share capital - Common shares (Note 17)  8,500,000   8,500,000  
(Deficit)/retained earnings (13,837) 298,407 

  Total shareholder's equity 8,486,163 8,798,407 
  Total liabilities & shareholder's equity 56,999,921                50,234,280 

Contingencies, guarantees and commitments (Notes 15 and 16) Subsequent events (Note 24) 
Approved by the Board of Directors 
 
 
_________________________ Director  _________________________ Director
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Hemisphere GNSS Inc.  

Consolidated statements of cash flows 
(In US dollars)   

    December 31, 2022 December 31, 2021 
    $ $ 
Cash flows from operating activities   
 Net (loss) income for the year (312,244) 4,897,218 
 Items not affecting cash   
  Depreciation of property, plant and equipment  281,502   318,819  
  Amortization of right-of-use assets  417,700   391,259  
  Amortization of intangible assets  2,778,172   2,674,548  
  Loss (gain) on disposition of plant and equipment  (650)  (800) 
  Stock-based compensation expense 127,887  607,587  
  Interest on lease liabilities  118,449   117,653  
  Write-off of intangible assets - 110,822 
        3,410,816 9,117,106 
 Changes in non-cash operating working capital items   

  Accounts receivable  (4,571,778)  (2,889,510) 
  Prepaid expenses and deposits  462,048 

  
 (80,198) 

  Inventories  (2,538,370)  (5,083,837) 
  Income tax payable  (591,598) 929,919 
  Deferred tax  23,446  (236,473)  
  Accounts payable and accrued liabilities 4,550,140  606,821 
  Customer deposits and deferred revenue  (257,113)  1,171,051  
  Warranty provision  20,001   58,980  
  Government subsidy repayment provision (Note 15)  2,690,660  - 

      Cash provided for (used in) operating activities 3,198,252 3,593,859 

Cash flows from investing activities   

 Purchase of plant and equipment  (222,752) (278,916) 
 Additions to intangible assets  (2,111,785) (888,390) 
 Proceeds on sale of plant and equipment  650  800 

      Cash used in investing activities (2,333,887) (1,166,506) 

Cash flows from financing activities   

 Proceeds from (repayment of) bank loans 468,208 (769,833) 
 (Repayment of) lease liabilities (499,309) (488,360) 

      Cash (used in) provided for financing activities (31,101) (1,258,193) 

Net increase in cash and cash equivalents  833,264   1,169,160  

Cash and cash equivalents, beginning of year 1,831,979   662,819  

Cash and cash equivalents, end of year  2,665,243 1,831,979 
 

Supplemental cash flow information: 

 

 
December 31, 2022 

$ 
 December 31, 2021 

$ 
Tax paid 1,424,047 297,265 
Interest paid 437,650 238,549 
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Hemisphere GNSS Inc.  
Consolidated statements of shareholder’s equity 
(In US dollars) 

 
Share capital Retained earnings 

(Accumulated 
deficit) 

Total 

  $ $ $ 
 Balance – December 31, 2020 8,500,000 (4,598,811) 3,901,189 
     
     
 Net income and comprehensive income  - 4,897,218  4,897,218 
 Balance – December 31, 2021 8,500,000 298,407 8,798,407 

 

 Net loss and comprehensive loss - (312,244)   (312,244)  
 Balance – December 31, 2022 8,500,000 (13,837) 8,486,163 
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1. Description of the business and continuity of operations 

Hemisphere GNSS Inc. (the “Company”) is incorporated under the Alberta Business Corporations Act and designs 
and manufactures global navigation satellite system (“GNSS”) and complementary products for positioning, 
guidance, and machine control applications. The Company is a wholly owned subsidiary of Beijing UniStrong 
Science & Technology Co., Ltd (the “Parent Company” or “UniStrong”). The Company’s head office is located at 
7666, 8th Street, N.E, Calgary, Alberta, T2E 8A2.  

The Company’s business was impacted by the COVID pandemic in 2020, before gradually recovering in 2021 and 
2022. However, component shortages due to global supply disruptions triggered by the COVID pandemic were still 
a key issue impacting the Company’s business in 2022. While global supply chains have improved in some areas in 
2022, a few key components for the Company’s products continued to be difficult to procure, which impacted the 
Company’s ability to deliver certain customer orders.  In addition, certain components, even if available, cost 
significantly more. The Company’s Management has expanded the supply chain network, procured the key 
components at higher price and stocked up more components to partially mitigate the impact of the component 
shortages.  

During 2022, the Company was subject to government enquiries, requests for information and investigations.  Based 
on the investigation carried out by the Committee on Foreign Investment in the United States (“CFIUS”), the 
Company and UniStrong have entered into a National Security Agreement (“NSA”) effective August 19, 2022. 
CFIUS concluded that UniStrong’s acquisition and continued ownership of the Company posed a risk to U.S. 
national security.  Under the NSA, UniStrong has agreed to divest the Company. UniStrong has engaged financial 
and legal advisors to assist in the divestiture. There are divestiture expenses incurred during this financial year. The 
NSA requires a divestiture be completed by May 19, 2023.   

On May 25, 2022, the Company received a notice from the US Department of Commerce’s Bureau of Industry and 
Security (”BIS”) prohibiting the Company from supplying product or technology, subject to the Export 
Administration Regulations of the Department of Commerce, to UniStrong, without a license from the BIS.  The 
BIS letter significantly impacted the ability of the Company to ship product to its customers and to procure product 
from suppliers affiliated with UniStrong.  As well, revenue from the China market was for most part discontinued 
because UniStrong was the only distributor of the Company in China.   

The preparation of the consolidated financial statements requires management to make judgments regarding the 
ability to continue as a going concern.  The impact of the BIS letter and the NSA, particularly if a divestiture is not 
completed by the NSA required deadline could impact the Company’s ability to continue as a going concern.  These 
financial statements have been prepared on a going concern basis and do not reflect any adjustments to the carrying 
values of assets and liabilities and the reported revenues, expenses and balance sheet classifications that would be 
necessary if the Company were unable to realize its assets and settle its liabilities as a going concern in the normal 
course of operations and such adjustments could be material. 

These consolidated financial statements were approved by the Board of Directors of the Company on April 4, 2023. 

 

2. Significant accounting policies 

Statement of compliance 

The Company’s consolidated financial statements comply with International Financial Reporting Standards 
(“IFRS”), as issued by the International Accounting Standard Board (“IASB”) and interpretations as issued by the 
International Financial Reporting Interpretations Committee (“IFRIC”). 
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2 Significant accounting policies (continued) 

Basis of measurement 

These consolidated financial statements have been prepared under the historical cost basis except for certain financial 
instruments that are measured at fair values, as explained in the accounting policies below. 

Basis of consolidation 

These consolidated financial statements include the financial position, results of operations and cash flows of the 
Company and its wholly owned subsidiaries. The Company consolidates controlled and owned subsidiaries 
beginning on the date which control is obtained. Intercompany balances, transactions and income and expenses, 
including gains and losses relating to subsidiaries, have been eliminated on consolidation. The consolidated financial 
statements include the accounts of the Company and its wholly owned U.S. subsidiary, Hemisphere GNSS (USA) 
Inc. (“Hemisphere USA”). 

Significant accounting estimates, judgments and assumptions 

To prepare financial statements in conformity with IFRS, the Company must make estimates, judgments and 
assumptions concerning the future that affect the carrying values of assets and liabilities as of the date of the 
consolidated financial statements and the reported values of revenues and expenses during the reporting period. By 
their nature, these are uncertain and actual outcomes could differ from the estimates, judgments and assumptions. 

The impacts of such estimates are pervasive throughout the consolidated financial statements and may require 
accounting adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period 
in which the estimate is revised and also in future periods when the revision affects both current and future periods. 
Significant accounting judgments, estimates and assumptions are reviewed on an ongoing basis. 

Significant assumptions about the future and other sources of estimation uncertainty that management has made at 
the end of the reporting period, that could have an effect on the amounts recognized in the consolidated financial 
statements relate to the following: 

Going concern  

The preparation of the consolidated financial statements requires management to make judgments regarding the 
ability to continue as a going concern. Some research and development projects have been funded by the parent 
company. It is important that the Company continues to develop innovative technology and launch new products 
to remain competitive in the marketplace and to generate new sales. The Company has received extended 
payment terms with related parties and from its parent company, which have helped the Company’s cash flows. 
The impact of the BIS letter and the NSA, particularly if a divestiture is not completed by the NSA required 
deadline could impact the Company’s ability to continue as a going concern.  These consolidated financial 
statements have been prepared on a going concern basis and do not reflect any adjustments to the carrying values 
of assets and liabilities and the reported revenues, expenses and balance sheet classifications that would be 
necessary if the Company were unable to realize its assets and settle its liabilities as a going concern in the 
normal course of operations and such adjustments could be material.    

Allowances for expected credit loss  

The Company makes estimates for allowances for potential losses in respect of trade and short-term advances. 
An allowance for expected credit loss is estimated based on expected default rates. Management considers the 
credit history and current relationships with the customers as well as their financial situation. Changes in these 
estimates affect the amount of bad debt expenses recognized in the consolidated statements of income and 
comprehensive income. The expected default rate is based on the past payment history of customers. The 
customers’ receivable balances are classified into 4 risk categories, with each category having its own default 
rate. The Company assigns the default rate with respective to each risk category to calculate the allowance for 
expected credit loss.  
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2 Significant accounting policies (continued) 

Provision for slow moving, scrap and obsolete inventory  

The Company makes provision for potential losses in inventory during product life cycle of inventory. 
Management considers the category, aging, and demand of the inventory to determine if the inventory is active, 
slow moving or obsolete. The allowance rates are based on past history of actual scrap and obsolete inventory 
with Management judgement. Management applies different allowance rates for each inventory category. 
Changes in these estimates will be recognized in the consolidated statements of income and comprehensive 
income.  

Warranty reserves 

The Company typically provides 15 months, and up to 36 months for certain customers, free warranty for the 
products sold to the customers. The Company determines the warranty reserve requirements based on the past 
history of the product repairs.  The Company applies the estimated warranty rate on the revenue as monthly 
reserve. Each quarter, the Company compares the actual warranty claims and the reserve balances. If the 
warranty claims have exceeded the reserve balances, the Company will adjust the warranty reserve requirements 
to reflect the most accurate and updated warranty trend. Changes in these estimates are recognized in the 
consolidated statements of income and comprehensive income.  

Stock-based compensation 

The Company issued cash-settled stock-based compensation awards to employees and board members. Each 
year the stock-based compensation plan has slightly different performance requirements and calculations. The 
estimates of stock-based compensation are based on 2 factors: (a) each year’s performance measurement to 
determine the period’s vesting percentage; and (b) the estimated stock price at year end.  Changes in these 
estimates are recognized in the consolidated statements of income and comprehensive income.  

Under the plan effective prior to 2017, cash-settled stock-based compensation awards are measured at fair value 
determined by the board based on certain performance criteria. The fair value of the cash-settled stock-based 
compensation awards is expensed on a straight-line basis over the graded vesting period incorporating estimate 
on forfeiture rate. The estimates are based on the achieved percentage of the performance criteria on quarterly 
basis. The estimates are revised at each reporting date and a cumulative adjustment to compensation cost is 
recorded accordingly. 
 
In 2017 and 2018, the Company made changes to the stock-based compensation plan. The fair value of the cash-
settled stock-based compensation awards is based on the Parent Company’s share price and is expensed on a 
straight-line basis over the graded vesting period. The estimates are revised at each reporting date based on the 
share price of the Parent Company’s share at each period end and a cumulative adjustment to incentive 
compensation expense is recorded accordingly.  

 
In 2019, the Company revised the stock-based compensation plan. The fair value of the cash-settled stock-based 
compensation awards is based on the parent company’s share price and the company performance determined 
by the board. These awards vest at the end of the 2nd year after issuance. The estimates are revised at each 
reporting date based on the share price of the Parent Company’s share at each period end and a cumulative 
adjustment to incentive compensation expense is recorded accordingly.  
 
In 2020, the Company launched a new stock-based compensation plan (2020 Plan). The fair value of the cash-
settled stock-based compensation awards is based on 1) 50% on the Parent Company’s share price and 2) 50% 
on the Company’s revenue growth over a base level as determined by the board. The fair value of the cash-
settled stock-based compensation awards is expensed on a straight-line basis over the graded vesting period 
incorporating estimated on forfeiture.  
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2 Significant accounting policies (continued) 

Stock-based compensation (continued) 

 
In 2021, the Company launched a cash-settled stock-based compensation plan following similar terms and 
conditions as the 2020 plan. The estimates are revised at each reporting date based on the share price of the 
parent company’s share at each period end and a cumulative adjustment to incentive compensation expense is 
recorded accordingly. 
 
In 2022, the Company launched a cash-settled stock-based compensation plan. The fair value of the cash-settled 
stock-based compensation award is based on the Company’s revenue growth over the baseline revenue from 
2021. The estimates are revised at each reporting date based on the estimated revenue and a cumulative 
adjustment to incentive compensation expense is recorded accordingly.   

 

Provision for government subsidy repayment 

For the repayment of government subsidy or loan, the Company would pay the principal amount and interest. 
In the case of any violation of the rules, the Company would pay the principal amount, interest and penalty.  
The accrued interest is calculated based on the interest rate published by the United States’ Inland Revenue 
Department or Canada Revenue Agent from the time of receiving the subsidy or loan until the end of the reported 
financial period. The penalty is calculated based on the probability of the penalty from public cases and 
management’s estimates.      

 

Business combination 

The acquired assets, assumed liabilities (other than deferred taxes), and contingent consideration are recognized 
at fair value on the date the Company effectively obtains control.  The measurement of each business 
combination is based on the information available on the acquisition date.  The estimate of fair value of the 
acquired intangible assets (including goodwill), property, plant and equipment and other assets and the liabilities 
assumed at the date of acquisition as well as the useful lives of the acquired intangible assets and property, plant 
and equipment is based on assumptions.  The measurement is largely based on projected cash flows, discount 
rates and market conditions at the date of acquisition. 

Impairment of long-lived assets 

Property, plant and equipment and definite lived intangible assets are tested for impairment when events or 
changes in circumstances indicate that the carrying value may not be recoverable. Goodwill is tested for 
impairment annually.  If the carrying amount of an asset exceeds its recoverable amount, which is the higher of 
value in use and fair value less cost of disposal, the asset is impaired and an impairment loss is recognized. The 
assessment of fair value requires the use of estimates and assumptions. Differences in these estimates and 
assumptions could have a significant impact on the consolidated financial statements. For the purpose of the 
annual impairment test, the Company applied the value in use method in completing its analysis. The key 
assumptions used to calculate the value in use are those regarding discount rates, growth rates and expected 
changes in margins. 
 
As disclosed in Note 15, the Company is subject to government enquiries, requests for information and other 
proceedings, including the impact of the BIS letter and the NSA letter.  In light of uncertainties involved in these 
proceedings, especially if a divestiture will not be achieved within the NSA requirements, there can be no 
assurance that the outcome would not result in an impairment to the Company’s long-lived assets.  
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2 Significant accounting policies (continued) 

Financial instruments 

Management determines the classification of financial assets and financial liabilities at initial recognition and, except 
in very limited circumstances, the classification is not changed subsequent to initial recognition. The Company 
classified its financial instruments as either amortized cost or fair value through profit and loss (“FVTPL”). The 
classification depends on the purpose for which the financial instruments were acquired, their characteristics and/or 
management’s intent. Transaction costs with respect to instruments not classified as FVTPL are recognized as an 
adjustment to the cost of the underlying instruments and amortized using the effective interest method. 

 

The Company’s financial instruments were classified in the following categories: 

Financial Instrument Classification 

     Cash and cash equivalents Amortized cost 

     Accounts receivable Amortized cost 

     Short-term advance Amortized cost 

     Accounts payable and accrued liabilities Amortized cost 

     Incentive compensation accrual FVTPL 

     Shareholder’s loans Amortized cost 

     Long-term and short-term loans Amortized cost 

     Lease liabilities Amortized cost 

 

Recognition and measurement 

Financial assets, measured at fair value on the date they are originated:  

An instrument is classified as fair value through profit or loss if it is held for trading or is designated as 
such upon initial recognition. Financial instruments included in this category are initially recognized at fair 
value and transaction costs are taken directly to earnings along with gains and losses arising from changes 
in fair value. 

Financial assets and liabilities at amortized cost: 

Financial assets and liabilities at amortized cost are initially recognized at fair value, and subsequently 
carried at amortized cost net of directly attributable transaction costs and any impairment.  

After initial recognition, financial liabilities and financial assets measured at amortized cost are 
subsequently measured at the end of each reporting period at amortized cost using the Effective Interest 
Rate (“EIR”) method. Amortized cost is calculated by taking into account any discount or premium on 
acquisition and any fees or costs that are integral part of the EIR. The EIR amortization is included in 
finance cost in the consolidated statement of income and comprehensive income. 
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2 Significant accounting policies (continued) 

Impairment of financial assets at amortized cost 

The Company recognizes a loss allowance for expected credit losses on financial assets that are measured 
at amortized cost. At each reporting date, the Company measures the loss allowance for the financial asset 
at an amount equal to the lifetime expected credit losses if the credit risk on the financial asset has increased 
significantly since initial recognition. If at the reporting date, the credit risk of financial asset has not 
increased significantly since initial recognition, the Company measures the loss allowance for the financial 
asset at an amount equal to twelve month expected credit losses. Impairment losses on financial assets 
carried at amortized cost are reversed in subsequent periods if the amount of the loss decreases and the 
decrease can be objectively related to an event occurring after the impairment was recognized. 

Transaction costs 

Transaction costs associated with financial instruments, carried at fair value through profit or loss, are 
expensed as incurred, while transaction costs associated with all other financial instruments are included in 
the initial carrying amount of the asset or the liability. 

 

Derecognition 

Financial assets 

The Company derecognizes financial assets only when the contractual rights to cash flows from the 
financial assets expire, or when it transfers the financial assets and substantially all the associated risks and 
rewards of ownership to another entity. Income (loss) on derecognition are generally recognized in the 
consolidated statements of income and comprehensive income. 

Financial liabilities  

The Company derecognizes financial liabilities only when its obligations under the financial liabilities are 
discharged, cancelled or expired. The difference between the carrying amount of the financial liability 
derecognized and the consideration paid and payable, including any non-cash assets transferred or liabilities 
assumed, is recognized in the consolidated statements of income and comprehensive income. 

Cash and cash equivalents 

The Company considers cash equivalents to be cash and highly liquid investments with original maturities of three 
months or less. 

Prepayments and deposits 

The Company makes prepayments and deposits to suppliers of products, services and intellectual property rights. 
These are recognized as prepayments when made and recognized as expenses when the products or services are 
received. Prepayments and deposits on assets that are long term in nature are recorded as long-term prepayments and 
deposits. 

Inventories 

Raw materials, work in process and finished goods are valued at the lower of cost and net realizable value. Cost is 
determined on the weighted-average costing basis. The cost of work in process and finished goods includes the cost 
of raw materials and the applicable share of the cost of labor and fixed and variable production overheads. Net 
realizable value is the estimated selling price less the estimated cost of completion and the estimated costs necessary 
to make the sale. 
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2 Significant accounting policies (continued) 

Property, plant and equipment 

Property, plant and equipment are recorded at cost. The Company reviews residual value on a periodic basis. 
Depreciation is based on the estimated useful life of the item using the following methods and rates or term: 

Land Indefinite 
Building Straight-line 39 years  
Furniture and fixtures Straight-line 5 years 
Computer equipment Straight-line 3 years 
Production equipment and molds Straight-line 3 years 
Research and development equipment Straight-line 3 years 
Vehicle Straight-line 10 years 
Leasehold improvements Straight-line Term of the lease 

 

Goodwill 

Goodwill represents the excess of the purchase price over the fair value of the net identifiable assets of acquired 
businesses. 

 

Intangible assets 

Intangible assets are accounted for at cost. Amortization is based on their estimated useful lives using the straight-
line method and the following periods: 

Trademarks  Indefinite (not amortized) 
Patents    10 years 
Technology and customer relationships    8 years 
Deferred development costs  3-5 years 
Software     2 years 
License rights                                                         8 years 

Impairment of long-lived assets 

Long-lived assets subject to depreciation or amortization are tested for impairment whenever events or changes in 
circumstances indicate that their carrying amount may not be recoverable. Goodwill and intangible assets that are 
not subject to amortization are tested for impairment at least annually.  

The impairment test involves comparing the recoverable value of the asset with their carrying amount. The 
recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell. 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. 

For purposes of impairment testing, assets that cannot be tested individually are grouped together into cash 
generating units (“CGU”), the smallest group of assets that generate net cash flows from continuing use that are 
largely dependent on the net cash flows from other assets or group of assets. 

An impairment loss is recognized when the carrying amount of the asset, or its related CGU, exceeds its estimated 
recoverable amount.  

Long-lived assets, apart from goodwill, that suffer an impairment are tested for possible reversal of the impairment 
at each reporting date.   
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2 Significant accounting policies (continued) 

Development phase expenditures 

The Company capitalizes expenditures incurred during the development phase of technology projects as intangible 
assets, subject to the Company demonstrating all of the following: 

a) The technical feasibility of completing the intangible asset so that it will be available for use or sale. 

b) Its intention to complete the intangible asset and use or sell it.  

c) Its ability to use or sell the intangible asset. 

d) The ability of the intangible asset to generate probable future economic benefits. 

e) The availability of adequate technical, financial and other resources to complete the development and to use or 
sell the intangible asset. 

f) Its ability to measure reliably the expenditure attributable to the intangible asset during its development.  

For the year ended December 31, 2022, the Company capitalized development costs of $2,081,434 (December 31, 
2021 - $790,553).  All research and development costs that do not meet the capitalization criteria are expensed. 

 

Consideration given to customers 

Cash consideration given by the Company to a customer, such as discounts, coupons and rebates are assumed to be 
a reduction of the selling prices of the Company’s products or services and are, therefore, accounted for as a reduction 
of revenue when recognized in the consolidated statement of income and comprehensive income. However, cash 
consideration is accounted for as an expense if the Company receives an identifiable benefit in exchange for the 
consideration. 

Revenue recognition 

The Company generates revenue from the sale of GNSS products, engineering services and license fees. The 
Company uses the following five-step contract-based analysis of transactions to determine if, when and how much 
revenue can be recognized: 

1. Identify the contract with a customer; 
2. Identify the performance obligation(s) in the contract; 
3. Determine the transaction price; 
4. Allocate the transaction price to the performance obligations(s) in the contract; and 
5. Recognize revenue when, or as, the Company satisfies the performance obligation(s). 

 
Sales of products are based on cost of components parts, shipping, assembly labor and warranty. Revenue is 
measured based on the consideration specified in a contract with the customers. The Company may include variable 
consideration in contracts with customers which could include volume or other discounts. The Company recognises 
revenue when it transfers control of a product.  

The Company provides customized engineering services to the customer stated in the contract. The engineering 
service is considered to be a distinct service.  The transaction price allocated to the contract may be hourly or fixed 
amount per milestone or specific performance requirement stated in the contract. Revenue is recognized based on 
the consideration specified in a contract with milestones or specific customer acceptance criteria, which have been 
transferred or delivered, over a period of time.   

The Company provides subscription service for customers under contractual agreements. The contracts specify the 
consideration and duration of services. The transaction price allocated to these services is recognized as deferred 
revenue at the time of initial sales and released on a straight-line basis over the contract period.  
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2 Significant accounting policies (continued) 

Leases 

The Company assesses whether a contract is, or contains a lease based on whether the contract conveys the right to 
control the use of an identified asset for a period of time in exchange for consideration.  The commencement date is 
the date on which a lessor makes an underlying asset available for use by a lessee.  

The Company applies a single recognition and measurement approach for all leases, except for short-term leases 
(with term of less than 12 months) and leases of low-value assets. The Company recognizes right-of-use assets 
representing the right to use the underlying asset and lease liabilities representing its obligation to make lease 
payments.   

The right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted 
for any lease payments made at or before commencement date, plus any initial direct costs incurred less any lease 
incentives received. The right-of-use asset is subsequently depreciated using the straight-line method from 
commencement date to the end of the lease term.   

The lease liability is initially measured at the present value of fixed lease payments, excluding maintenance and 
operating costs, that are not paid at the commencement date, discounted using the Company’s incremental borrowing 
rate. The lease liability is subsequently increased to reflect the accretion of interest and reduced for the lease 
payments made. In addition, the carrying amount of the lease liabilities is remeasured if there is a modification such 
as a change in lease payments or a change in the assessment of an option to purchase the underlying asset.   

 

Government Grants 

The Company recognizes government grants or subsidies in the accounting period when the following two 
conditions have been met:  

1. the Company has complied with the conditions attached to the grants/subsidies; and 

2. the grants have been received. 

A forgivable loan from government is treated as a government grant when there is reasonable assurance that 
the Company will meet the terms for the forgiveness of the loan. The Company adopted the income approach 
for government grants.  

The Company recognizes the government grants related to costs or expenses that are readily ascertainable. The 
grants in recognition of specific expenses are recognized in profit or loss in the same period as the relevant 
expenses. The grants are allocated and credited against the relevant expenses in the same period.  

If the grants are related to depreciable assets, the grants are recognized in profit or loss over the periods and in 
the proportions in which depreciation expenses on those assets are recognized.   

If the Government assistances or grants are not for specific expenditures, the Company will recognize them as 
Other Income.   
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New accounting pronouncements 

  

IAS 16 – Property, Plant and Equipment (“IAS 16”) was amended.  

The amendments introduce new guidance, such that the proceeds from selling items before the related property, 
plant and equipment is available for its intended use can no longer be deducted from the cost. Instead, such 
proceeds are to be recognized in profit or loss, together with the costs of producing those items. The adoption 
of the amendments to IAS 16 on January 1, 2022 did not have a significant impact on the consolidated financial 
statements. 

IAS 37 – Provisions, Contingent Liabilities, and Contingent Assets (“IAS 37”) was amended.  

The amendments clarify that when assessing if a contract is onerous, the cost of fulfilling the contract includes 
all costs that relate directly to the contract – i.e. a full-cost approach. Such costs include both the incremental 
costs of the contract (i.e. costs a company would avoid if it did not have the contract) and an allocation of other 
direct costs incurred on activities required to fulfill the contract – e.g. contract management and supervision, 
or depreciation of equipment used in fulfilling the contract. The adoption of the amendments to IAS 37 on 
January 1, 2022 did not have a significant impact on the consolidated financial statements. 

 

Recent accounting pronouncements not yet adopted 

Certain pronouncements were issued by the IASB or the IFRIC that are mandatory for accounting periods 
commencing on or after January 1, 2023. Many are not applicable or do not have a significant impact to the 
Company and have been excluded. 

IAS 1 – Presentation of Financial Statements (“IAS 1”) was amended in January 2020 to provide a more 
general approach to the classification of liabilities under IAS 1 based on the contractual arrangements in place 
at the reporting date. The amendments clarify that the classification of liabilities as current or noncurrent is 
based solely on a company’s right to defer settlement at the reporting date. The right needs to be unconditional 
and must have substance. The amendments also clarify that the transfer of a company’s own equity instruments 
is regarded as settlement of a liability, unless it results from the exercise of a conversion option meeting the 
definition of an equity instrument. The amendments are effective for annual periods beginning on January 1, 
2023. The Company does not expect the amendments to IAS 1 to have a significant impact on the consolidated 
financial statements. 

IAS 1 – In February 2021, the IASB issued ‘Disclosure of Accounting Policies’ with amendments that are 
intended to help preparers in deciding which accounting policies to disclose in their financial statements. The 
amendments are effective for year ends beginning on or after January 1, 2023. The Company does not expect 
the amendments to IAS 1 to have a significant impact on the consolidated financial statements. 

   

IAS 8 – In February 2021, the IASB issued ‘Definition of Accounting Estimates’ to help entities distinguish 
between accounting policies and accounting estimates. The amendments are effective for year ends beginning 
on or after January 1, 2023. The Company does not expect the amendments to IAS 8 to have a significant 
impact on the consolidated financial statements. 
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3. Cash and cash equivalents 

 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Cash 2,491,023 1,659,213 
Short-term investments, with original maturities of less than three 
months 174,220 172,766 
 2,665,243 1,831,979 

4. Accounts receivable 

 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Trade  15,848,752  7,469,733 
Allowance for expected credit losses  (71,409)  (32,624) 

 15,777,343 7,437,109 
Related party – trade receivable (Note 18) 1,914,852 5,718,542 
Other 42,331   7,097 
 17,734,526 13,162,748 

 
The impact of the movement of the expected credit loss’s provision is shown below: 
 
 $ 
Balance at December 31, 2020 (56,825) 

Bad debt recovery 24,200 

Balance at December 31, 2021 (32,625) 

Provision for expected credit loss (38,784) 

Balance at December 31, 2022 (71,409) 

 

5. Inventories 

 
 December 31, 2022 

$ 
December 31, 2021 

$ 
Raw materials  3,598,593   3,827,233  
Work-in-progress  94,440   473,190  
Finished goods  12,625,560   9,479,800  
 16,318,593     13,780,223 

 

As of December 31, 2022, the Company has recorded a provision for obsolete, scrap and slow-moving inventory of 
$1,184,225 (2021 - $1,031,061) which is included in the above numbers.  As of December 31, 2022, the Company 
has scrapped $130,887 (2021 - $154,155) of inventory.  

For the year ended December 31, 2022, the Company charged a total of $27,347,625 of inventory to cost of sales 
(2021 - $27,673,688). 
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6. Property, plant and equipment 

 

Cost 
December 31, 2022 

 

Cost, beginning 
of the year 

Additions during 
the year 

Disposals 
during the 

year 

Write off 
during the year 

Cost, end 
of the year 

 $ $ $ $ $ 
Land  150,000   -     -     -     150,000  
Building  1,917,247   50,676   -     -     1,967,923  
Furniture and fixtures  390,247   105   (181)  -   390,171  
Computer equipment  877,814   127,303   (1,068) -    1,004,049  
Production equipment  227,244   11,323   -     -  238,567  
Research and development 
equipment 

 200,024   1,190   -     -     201,214  

Molds  292,242   21,853   -     -  314,095  
Vehicles  226,026   16,179   -     -     242,205  
Leasehold improvements  400,495   2,388     -  (8,265)     394,618  
  4,681,339   231,017   (1,249)  (8,265)  4,902,842  

      
Accumulated Depreciation 
December 31, 2022      
      

 

Accumulated 
depreciation, 

beginning of the 
year 

Depreciation 
during the year 

Disposals 
during the 

year 

Accumulated 
depreciation, 

end of the year 

Net book 
value, end 

of end of 
the year 

 $ $ $ $ $ 
Land  -    - -  -     150,000  

Building  159,804   50,373  -  210,177   1,757,746  

Furniture and fixtures  301,981   40,447   (181)  342,247   47,924  

Computer equipment  779,964   82,271   (1,068)  861,167   142,882  

Production equipment  140,568   38,479  -  179,047   59,520  

Research and development 
equipment 

 195,098   3,178  -  198,276   2,938  

Molds  285,316   5,377  -  290,693   23,402  

Vehicles  86,016   28,656  -  114,672   127,533  

Leasehold improvements  298,064   32,721  -  330,785   63,833  
 

 2,246,811   281,502   (1,249)  2,527,064   2,375,778  
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6.  Property, plant and equipment (continued) 

Cost 
December 31, 2021 

 

Cost, 
beginning of 

the year 

Additions 
during the year 

Disposals during 
the year 

Write Off 
during the 

year 

Cost, end 
of the 

year 
 $ $ $ $ $ 
Land 150,000   -     -     -     150,000  
Building 1,859,090   58,157   -     -     1,917,247  
Furniture and fixtures 399,600   67,031   (76,384)  -     390,247  
Computer equipment 839,266   52,584   (14,036)  -     877,814  
Production equipment 149,294   77,950   -     -     227,244  
Research and development 
equipment 

200,024   -     -     -     200,024  

Molds 286,610   5,632   -     -     292,242  
Vehicles 226,026   -     -     -     226,026  
Leasehold improvements 527,695   17,563   (144,763)  -     400,495  

 4,637,605   278,917   (235,183)  -     4,681,339  

      
Accumulated Depreciation 
December 31, 2021      
      

 

Accumulated 
depreciation, 
beginning of 

the year 

Depreciation 
during the year 

Disposals during 
the year 

Accumulated 
depreciation, 

end of the 
year 

Net book 
value, 

end of the 
year 

 $ $ $ $ $ 
Land  -     -     -     -     150,000  

Building  110,926   48,878   -     159,804   1,757,443  

Furniture and fixtures  331,526   46,839   (76,384)  301,981   88,266  

Computer equipment  696,786   97,213   (14,035)  779,964   97,850  

Production equipment  89,833   50,734   -     140,567   86,677  

Research and development 
equipment 

 183,119   11,979  -  195,098   4,926  

Molds  284,133   1,184   -     285,317  6,925  

Vehicles  58,294   27,722   -     86,016   140,010  

Leasehold improvements  408,556   34,270   (144,762)  298,064   102,431  
 

 2,163,173   318,819  (235,181)  2,246,810   2,434,529  
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7. Intangible assets 
 
Cost 
December 31, 2022 

 

 

Cost, 
beginning of 

the year 

Additions during 
the year 

Disposals during 
the year 

Write off, 
during the 

year 

Cost, end of the 
year 

 $ $ $ $ $ 
Technology 3,563,600  - - - 3,563,600  
License right 3,000,000  - - - 3,000,000  
Customer relationships 2,883,900  - - - 2,883,900  
Development cost 13,236,859   2,081,434   -     -     15,318,293  
Software 1,414,179   350     -     -  1,414,529  
Patents 485,051   30,000   -     -     515,051  
Trademarks 1,784,280  -  -     -     1,784,280  
 26,367,869  2,111,784 -  - 28,479,653  

      
 

Accumulated depreciation 
December 31, 2022 

  

Accumulated 
amortization, 

beginning of the 
year 

Amortization, 
during the year 

Disposals, during 
the year 

Accumulated 
Amortization, 

end of the 
year 

Net book value, 
end of the year 

  $ $ $ $ $ 
Technology 3,315,684   53,124  -  3,368,808   194,792  

License right 1,875,000   375,000  -  2,250,000   750,000  

Customer relationships 1,901,567   210,500  -  2,112,067   771,833  

Development cost  9,570,062  2,030,637  -  11,600,699   3,717,594  

Software 1,285,335   74,198  -  1,359,533   54,996 

Patents 267,426   34,713  -  302,139   212,912  

Trademarks -  - -  -     1,784,280  

  18,215,074  2,778,172  -  20,993,246  7,486,407  

  



Hemisphere GNSS Inc. 
Notes to consolidated financial statements 
December 31, 2022 and 2021 
(All monetary amounts are in US dollars, unless specified otherwise) 
 
 

 Page 20 

7. Intangible assets (continued) 
 
 
Cost 
December 31, 2021 

 

  
Cost,  

beginning of the 
year 

Additions,  
during the year 

Disposals,  
during the year 

Write off, 
during the year 

Cost,  
end of the year 

 
  $ $ $ $ $  

Technology 3,563,600 - - - 3,563,600   

License right 3,000,000 - - - 3,000,000   

Customer relationships 2,883,900 - - - 2,883,900   

Development Cost 12,446,306 790,553  - - 13,236,859   

Software 1,390,709 23,470  - - 1,414,179   

Patents 540,625 55,247  - (110,821) 485,051   

Trademarks 1,765,160 19,120  - - 1,784,280   
 

25,590,300 888,390  -  (110,821) 26,367,869   

 

Accumulated depreciation 
December 31, 2021 

  

Accumulated 
amortization, 

beginning of the 
year 

Amortization, 
during the year 

Disposals, during 
the year 

Accumulated 
Amortization, 

end of the 
year 

Net book value, 
end of the year 

  $ $ $ $ $ 
Technology 3,229,865  85,819  - 3,315,684  247,916  

License right 1,500,000  375,000  - 1,875,000  1,125,000  

Customer relationships 1,678,568  222,999  - 1,901,567  982,333  

Development Cost 7,764,185  1,805,876  - 9,570,061  3,666,798  

Software 1,162,013  123,322  - 1,285,335  128,844  

Patents 205,895  61,532  - 267,427  217,624  

Trademarks -  - - -  1,784,280  

  15,540,526  2,674,548  -  18,215,074  8,152,795  
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8. Leases 

The Company leases several locations under various leases.  In 2022, the right-of-use assets consist of the 
following:  

Right-of-use asset 
 USA   

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2022  1,976,967   493,291   154,686   2,624,944  
Additions  175,000     -     173,927  348,927 
December 31, 2022  2,151,967   493,291   328,613   2,973,871  

     

Accumulated Amortization 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2022  915,924   110,512   91,322   1,117,758  
Amortization  298,126   77,848   41,726   417,700  
December 31, 2022  1,214,050   188,360   133,048   1,535,458  
     

Net carrying value 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
December 31, 2022  937,917   304,931   195,565   1,438,413  

 

The Company used 8% incremental borrowing rate for the lease interest. The lease liabilities consist of the 
following: 

Lease liabilities 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2022  1,149,866   398,270   65,882   1,614,018  
Additions/(Retired)  175,000   (26,393)  145,800   294,407  
Interest expense  80,074   25,741   11,589   117,404  
Payments  (368,952)  (93,624)  (36,733)  (499,309) 
December 31, 2022  1,035,988   303,994   186,538   1,526,520  
 

    
Non-current portion  729,246   230,680   152,008   1,111,934  
Current portion  306,742   73,314   34,530   414,586  
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8. Leases (continued) 

In 2021, the right-of-use assets consist of the following:  

Right-of-use asset 
 USA   

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2021  2,001,848   259,146   109,587   2,370,581  
(Retired)  (24,881)  (75,966)  -     (100,847) 
Additions  -     310,111   45,099   355,210  
December 31, 2021  1,976,967   493,291   154,686   2,624,944  
     

Accumulated Amortization 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2021  631,805   115,867   54,793   802,465  

(Retired)  -     (75,966)  -     (75,966) 
Amortization  284,119   70,611   36,529   391,259  
December 31, 2021  915,924   110,512   91,322   1,117,758  

     

Net carrying value 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2021  1,370,043   143,278   54,794   1,568,115  
December 31, 2021  1,061,043   382,779   63,364   1,507,185  

 

In 2021, the Company used 8% internal interest rate for the lease interest. The lease liabilities consist of the 
following: 

Lease liabilities 
USA 

$ 
Canada 

$ 
Australia 

$ 
Total 

$ 
January 1, 2021  1,434,890   161,750   63,643   1,660,283  
Additions/(Retired)  (22,346)  301,690   45,099   324,443  
Interest expense  95,105   19,452   3,096   117,653  
Payments  (357,783)  (84,622)  (45,955)  (488,360) 
December 31, 2021  1,149,866   398,270   65,883   1,614,019  
 

    
Non-current portion  867,718   325,568   45,099   1,238,385  
Current portion  282,148   72,702   20,784   375,634  
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9. Goodwill 

 
Goodwill as at August 31, 2022 consists of goodwill from the acquisition of Hemisphere on January 31, 2013 of 
$2,405,501 and Outback Guidance on August 31, 2019 of $82,154. 
 

  
December 31, 2022 December 31, 2021 

$ $ 

Goodwill of acquisition of Hemisphere 2,405,501 2,405,501 

Goodwill of acquisition of Outback Guidance 82,154 82,154 

  2,487,655 2,487,655 
 
As at December 31, 2022, the recoverable amount of Hemisphere is determined based on the fair value less costs of 
disposal (FVLCD). In calculating the FVLCD, the Company determined the fair value based on comparisons of 
recently completed revenue and cost projections and other relevant information. The estimated recoverable amount 
exceeded the carrying value of Hemisphere and no impairment is required.  
 
As at December 31, 2022, the recoverable amount of Outback Guidance is determined based on FVLCD. The similar 
calculations have performed.  The Company determined the fair value based on comparisons of recently completed 
revenue and cost projections and other relevant information. The estimated recoverable amount exceeded the 
carrying value of Outback Guidance and no impairment is required.  
 
FVLCD used in determining the recoverable amount is based on the sales price of $175 million as stipulated in the 
definitive share purchase agreement between the Company and CNH Industrial (“CNH”) as described in Note 24.   
 

10. Accounts payable and accrued liabilities 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Trade  5,101,052   5,437,204  
Accrued liabilities  1,779,050   1,498,208  
  6,880,102   6,935,412  
Related party – trade payables (Note 18)  14,160,870   9,448,009  
  21,040,972  16,383,421 

 

11. Customer deposits and deferred revenue 

 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
January 1 2,521,053    1,350,001  
Additions 2,864,355   8,747,246  
Revenue recognized (2,755,845)   (7,576,194) 
Offset against receivable (365,623) - 
December 31 2,263,940      2,521,053 
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12. Warranty provision 

During the normal course of its operations, the Company assumes certain maintenance and repair costs under 
warranties offered on products. The warranties typically cover a period of 15 months and up to 36 months for certain 
customers. This estimated expense is based on past experience and is accounted for as a liability under the heading 
warranty provision. The actual amount that the Company may have to pay and the timing of the repairs to be carried 
out are unforeseeable. It is therefore possible that the terms and conditions may change and that this may require a 
significant change in the amounts recognized.  
 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Warranty provision - opening 179,400 120,420 
Actual warranty claims (49,954) (113,357) 
Additional provision  69,955 172,337 
Warranty provision - closing 199,401  179,400 

13.        Shareholder’s loans  

The Company entered into the following loan agreements with its shareholder: 
 

Date Shareholder Loans   
 $ 

Maturity Date 

January 30, 2013 6,000,000 January 31, 2023 
July 15, 2013 1,000,000 January 31, 2023 
September 15, 2013 500,000 January 31, 2023 
August 31, 2014 450,000 January 31, 2024 
September 1, 2015 2,450,000 January 31, 2025 
September 1, 2016 2,200,000 January 31, 2025 
 12,600,000  

 
The loans are unsecured and carry a 5% interest rate payable annually. The Company’s shareholder had waived the 
interest for 2021. The interest incurred and payable for the year ended December 31,2022 was $630,000.   

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Shareholder’s loans – long term portion 5,100,000 12,600,000 
Shareholder’s loans – current portion 7,500,000 - 
   
Interest incurred and payable (Note 18) 630,000 - 
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14. Bank indebtedness and long-term debt 

The Company has a term loan and revolving credit facility with its bank. In addition, the Company has a loan on a 
vehicle acquired and leasehold improvement.  

a) Long-term debt 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Term loan 300,000 1,500,000 

Less: Deferred financing fees - 10,367 
Net term loan 300,000 1,489,633 
Loans on fixed assets 23,615 57,735 

Long-term debt 323,615 1,547,368 

 

b) Short-term debt 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Term loan 1,200,000 1,200,000 

Less: Deferred financing fees 10,368 29,585 
Net short-term loan 1,189,632 1,170,415 
Revolving credit facility (c) 3,971,715 2,297,406 
Loans on fixed assets 29,913 31,478 

Short-term debt 5,191,260 3,499,299 

The term loan matures on March 31, 2024 and has $100,000 monthly scheduled principal repayments. Interest 
is paid on monthly basis. Under the term loan, the Company borrows at US Dollar prime rate borrowings, plus 
2% (9.25% as of December 31, 2022, 5% as of December 31, 2021). The loan was measured at amortized cost 
with an effective interest rate of 8% and $240,000 in transaction costs. 

The term loan requires additional loan repayments if certain events occur. As at December 31, 2022, the 
Company was not required to make additional payments.  

During the year ended December 31, 2022, the Company incurred interest expense of $319,201 (2021 - 
$167,205) and recognised deferred transaction costs of $10,368 (2021 - $29,585) related to this instrument. 

Loans on fixed asset are for a vehicle purchased and Canadian office leasehold improvement.  The loan on 
purchased vehicle is interest free. The Company paid monthly truck loan amount of $655 and the loan balance 
as of December 31, 2022 is $20,305 (2021 - $28,165). The loan will mature in July 2025. The Canadian office 
leasehold improvement loan has incurred interest expense of $2,614 for the year ended December 31, 2022 
(2021 - $6,994). The loan interest is 6% and will mature in May 2024. The leasehold improvement loan balance 
as of December 31, 2022 is $33,223 (2021 - $ 61,049).  The total fixed asset loans as of December 31, 2022 are 
$53,528 (2021 - $89,214).  
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14. Bank indebtedness and long-term debt (continued) 

 
c) Bank indebtedness 

The Company has a revolving credit facility of $7,000,000. The revolving credit facility bears interest at US 
dollar prime rate plus 2% (9.25% as of December 31, 2022, 5% as of December 31, 2021).  As at December 31, 
2022, the company has a $300,000 letter of credit against the revolving credit facility. The loan was measured 
at amortized cost with an effective interest rate of 7%. 

The Credit Facilities are collateralized by a first priority lien on all assets, leased real property interests and 
inventory. In addition, the Company has to maintain certain financial covenants. As at December 31, 2022, the 
Company was in compliance with all financial covenants. 

During the year ended December 31, 2022, the Company incurred interest expense of $258,192 (2021 - $76,461) 

15.  Contingencies 

 In the normal course of business, the Company is involved in various claims. Though the outcome of these claims 
cannot be determined with certainty as at December 31, 2022, their outcome could have a significant adverse impact 
on its financial position, operating results or cash flows. 

 On October 5, 2021, the U.S. government, through the Committee on Foreign Investment in the United States 
(“CFIUS”), commenced a review to determine if UniStrong’s acquisition of the Company poses a risk to U.S. 
national security.  Based on the investigation carried out by CFIUS, the Company and UniStrong have entered into 
a National Security Agreement (“NSA”) effective August 19, 2022. CFIUS concluded that UniStrong’s acquisition 
and continued ownership of the Company posed a risk to U.S. national security.  Under the NSA, UniStrong has 
agreed to divest the Company. UniStrong has engaged financial and legal advisors to assist in the divestiture.  The 
NSA requires a divestiture be completed by May 19, 2023. 

 In August of 2022, the U.S. Department of Justice (“DOJ”) notified the Company that it would begin conducting an 
inquiry into whether the Company was eligible for the second Paycheck Protection Program (“PPP”) loan it received 
in 2021 and whether the Company had violated the U.S. False Claims Act (the “FCA”) in applying for and receiving 
the loan.  After the Company received notice from the DOJ , that it is determined the Company was  not eligible for 
the second PPP loan under the amended rules.  The new requirement disqualified companies that were directly or 
indirectly owned 20% or more by a Chinese entity or which had a Chinese resident on their board. The Company 
has accrued a contingency of $2.7 million representing the original principal loan amount of $1.57 million together 
with expected interest and costs of $1.12 million, based on Management’s best estimates. The DOJ extended an 
initial offer of an aggregate payment of $4,300,000 (representing principal, interest and civil money damages) to 
resolve the matter.  The matter has not yet reached resolution.  

 In light of the various uncertainties involved, there can be no assurance that the impact of the BIS letter, the 
divestiture process under the NSA and the final determination of the PPP outcome will not be material to the 
Company’s business operations and operating results. An adverse outcome could have a material adverse effect on 
the Company’s business including, but not limited to, procurement of product supply on a timely basis, fulfilment of 
customer sales orders, reputational damage, and its ability to operate as a going concern. 
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16.  Commitments 
 

The Company has commitments under purchase orders outstanding as at December 31, 2022 of $20,421,665 (2021 
- $20,912,370) primarily related to inventory and operating expenses. 

 
 

17. Share capital 

 Authorized, unlimited number 

 Class A, Class B and Class C common voting shares 

 Class D, Class E and Class F common non-voting shares 

 Preferred shares issuable in one or more series 

 

Issued 
December 31, 2022 

$ 
December 31, 2021 

$ 
   100 Class A shares were issued on incorporation 100 100 
1,000 Class A shares were issued on January 1, 2013 8,499,900 8,499,900 
Total share capital 8,500,000 8,500,000 

 
 
18. Related party transactions 

During the year, goods and services were sold to or purchased from related parties in which the Parent Company has 
a controlling interest. The companies under common control of the Parent Company are:  
 

- Beijing UniStrong Science & Technology Co. Ltd. 
- Globalstar Hong Kong International Co. Ltd. 
- Guangzhou Geoelectron Science & Technology Co. Ltd. 
- Hemisphere Co. Ltd. 
- Shanghai UniOne Science & Technology Co. Ltd. 
- Shenzhen UniStrong Science & Technology Co. Ltd. 
- Stonex s.r.l. 
- Stonex Hong Kong Co. Ltd. 
- UniStrong Hong Kong Co. Ltd. 
- UniStrong (Henan) Science & Technology Research Institute 
- UniStrong Intelligent Manufacturing (Henan) Technology Co. Ltd 
- Wuhan UniStrong Spatial Information Co. Ltd. 
- Xian UniStrong Navigation Technology Co. Ltd 
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18. Related party transactions (continued) 

These transactions were made in the normal course of business and have been recorded at the exchange amounts:  

 
December 31, 2022 

$ 
December 31, 2021 

$ 
   
Sales to   
Guangzhou Geoelectron Science & Technology Co. Ltd 1,000,000  2,732,035  
Globalstar Hong Kong International Co. Ltd. 73,700  468,811  
Beijing UniStrong Science & Technology Co. Ltd. -  49,635  
Stonex s.r.l. (1,938)  40,720  
Shenzhen UniStrong Science & Technology Co. Ltd. -  990  
   
Total 1,071,762  3,292,191 
 
 

  

Service fees to   
UniStrong (Henan) Science & Technology Research Institute 65,000 300,300 
Xian UniStrong Navigation Technology Co. Ltd - 43,000 
Total 65,000 343,300 
   
Purchases from    
Shenzhen UniStrong Science & Technology Co. Ltd  104,490   9,588,873  
Guangzhou Geoelectron Science & Technology Co. Ltd  4,391,266   5,295,278  
Wuhan UniStrong Spatial Information Co. Ltd   -     508,798  
Shanghai UniOne Science & Technology Co. Ltd  -     496,030  
UniStrong Intelligent Manufacturing (Henan) Technology Co. Ltd  7,648,060   345,434  
Stonex s.r.l.   70,404   113,745  
Xian UniStrong Navigation Technology Co. Ltd  1,752,254   -    
Globalstar Hong Kong International Co. Ltd.  107,600  - 
Total 14,074,074    16,348,158  

 

The amounts receivable in respect of these transactions as of December 31, 2022 and 2021 were: 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Guangzhou Geoelectron Science & Technology Co. Ltd. -  1,340,957  
Hemisphere Co. Ltd 700,000  700,000  
Globalstar Hong Kong International Co. Ltd. 976,693  417,397  
Stonex Hong Kong Co. Ltd 204,265  204,265  
UniStrong Intelligent Manufacturing (Henan)Technology Co Ltd -  120,681  
Beijing UniStrong Science & Technology Co. Ltd 33,894  34,904  
Stonex s.r.l. - 21,508 
Total 1,914,852  2,839,712 
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18. Related party transactions (continued) 

The amounts payable in respect of these transactions as of December 31, 2022 and 2021 were: 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Shenzhen UniStrong Science & Technology Co. Ltd. 6,713,053  5,864,166  
Guangzhou Geoelectron Science & Technology Co. Ltd. 1,665,503  1,174,359  
UniStrong Intelligent Manufacturing (Henan)Technology Co Ltd 2,953,195  317,278  
Xian UniStrong Navigation Technology Co. Ltd. 71,838  71,514  
Wuhan UniStrong Spatial Information Co. Ltd  487,003  487,003  
GlobalStar Hong Kong International Co. Ltd 107,600 - 
Total 11,998,192 7,914,320 

The customer deposits made by a related party as of December 31, 2022 and 2021 were: 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Beijing UniStrong Science & Technology Co. Ltd 1,532,679 1,533,689 
 

The loans are unsecured and carry a 5% interest rate payable annually. The Company’s shareholder had waived the 
interest for 2021. The interest incurred and payable for the year ended December 31,2022 was $630,000: 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Beijing UniStrong Science & Technology Co. Ltd 630,000 - 
 

In 2019, the Company has provided a 12-month advance to a related party at 6% interest rate. In 2020, the loan was 
transferred from Uni Japan KK Ltd to UniStrong Hong Kong Co. Ltd.  The short-term advance in receivable was:  

 
December 31, 2022 

$ 
December 31, 2021 

$ 
UniStrong Hong Kong Co. Ltd 118,000 112,000 

 
Key management personnel are composed of the Board of Directors, Chief Executive Office, Chief Technology 
Officer, Vice President and Senior Directors.  

The following are compensation to key management during the years ended December 31, 2022 and 2021 were: 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Management compensation and professional fees 1,575,694    1,927,439  
Stock-based compensation 210,448   120,323  
Bonus 86,965    246,478  
Total 1,873,107  2,294,240 
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19. Income taxes 

The Companies head office is located in Calgary, Alberta. In 2022, the combined Canadian federal and provincial 
statutory tax rate is 24.33% (2021 – 24.16%). The reconciliation of the combined Canadian federal and provincial 
statutory income tax rate of 24.33% to the effective tax rate is as follows: 

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Net income (loss) before recovery of income taxes 370,894 5,971,573 
   
     Expected income tax expense 90,238 1,442,732  
     Differences in foreign tax rates (20,006)  (41,279) 
     Tax rate changes and other adjustments 42,028  225,585  
     Foreign exchange rate differences (77,234)  (793)    
     Share based compensation and non-deductible expenses 49,129  (196,910) 
     Book to filing adjustments on unrealized foreign exchange -  9,629  
     Impact of FDII (113,080)  -    
     Impact of PPP loan 654,727 (364,609) 
     Change in tax benefits not recognized 57,336  - 
Income tax expense 683,138 1,074,355 
   
The Company’s income tax recovery is allocated as follows:   
     Current tax expense 659,692 1,311,621 
     Deferred tax (recovery) expense 23,446 (237,266) 
Total 683,138 1,074,355 

 

Deferred Tax 

The following table summarizes the components of deferred tax: 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Deferred tax assets and liabilities   
   Goodwill – U.S.  151,735  86,955 
   Capital lease obligation  357,301  378,311 
   Accrued liabilities  573,799  387,210 
   Share issuance costs  22,400  34,911 
   Inventory reserves & UNICAP  693,980  610,552 
   Accounts payable reserves  353,666  559,384 
   Unrealized FX gain or losses  7,984  45,742 
   Operating tax losses carried forward  -    273,347 
   State losses carried forward  127,313  137,561 
   Plant, property and equipment  (173,463) (420,211) 
   Goodwill - Canada  (585,338) (581,267) 
   Right-of-use asset  (336,893) (349,085) 
   Deferred revenue  (52,520) - 
Net deferred tax assets  1,139,964  1,163,410 
   
Recorded on the consolidated statements of financial position as follows:  

Deferred tax asset  1,782,172  1,709,984 
Deferred tax liability  (642,208) (546,574) 
Net deferred tax asset 1,139,964 1,163,410 
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19. Income taxes (continued) 

 Deferred tax assets and liabilities have been offset where they relate to income taxes levied by the same taxation 
authority and the Company has the legal right and intent to offset. 

Movement in net deferred tax asset 

 December 31, 2022 
$ 

December 31, 2021 
$ 

Balance at the beginning of the year 1,163,410    926,937  
Recognized in profit / loss (23,446)   237,266  
Foreign exchange -   (793) 
Balance at the end of the year 1,139,964 1,163,410 

Unrecognized deferred tax assets 

 Deferred taxes are provided as a result of temporary differences that arise due to the differences between the income 
tax values and the carrying amount of assets and liabilities. Deferred tax assets have not been recognized in respect 
of the following deductible temporary differences: 
 December 31, 2022 

$ 
December 31, 2021 

$ 
Capital losses carried forward 298,852    299,027  
Unrealized foreign exchange gain or losses on account of capital 1,573,551   1,182,942  

 1,872,403  1,481,969 

The capital loss carry forward may be carried forward indefinitely but can only be used to reduce capital gains. 
The remaining deductible temporary differences may be carried forward indefinitely. Deferred tax assets have not 
been recognized in respect of these items because it is not probable that future taxable profit will be available 
against which the Company can utilize the benefits therefrom.  

 

20. Incentive compensation 

20.1 Stock-based compensation 

The Company has various long-term incentive plans under which phantom shares (“Phantom Share Plan”) are 
granted to employees and members of the Board of Directors. The phantom shares are a cash settled stock-based 
compensation award and cannot be converted into equity of the Company. The cash settlement value is determined 
by the board at each issuance.  The company has four different types of plans in existence as of December 31, 2022. 

a) In 2018, the Company launched a new long-term incentive plan (the “New Plan”). The vesting requirement is 
based on the Company’s operational performance. If the Company meets the performance criteria, 1/3 of the 
phantom shares will be vested annually. The measurement of the share value is based on the share price of the 
Parent Company, which is traded in the Chinese public market using the average of last 20 days share price of 
each month, with estimated forfeiture rate of 0% for 2018 Plan. The accumulated phantom shares issued and 
outstanding as of December 31, 2022 are 10,717 (2021 – 52,053).  

Vesting under the New Plan is based on achieving performance criteria such as revenue growth over the term 
of the phantom share plan as determined and approved by the Board. The Company has accrued $11,146 as of 
December 31, 2022 (2021 - $54,402) related to the New Plan, based on a cash settlement value of $1.04 per 
share for 2018 shares. 
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20. Incentive compensation (continued) 

b) In 2020, the Company launched a new plan (the “2020 Plan”). The vesting requirement is based on the 
Company’s operational performance. Depending on the level of achievement of revenue relative to the annual 
budgets up to one third of the phantom shares will be vested annually over the following three years. The 
measurement of the share value is 50% based on the share price the Parent Company using the average of last 
20 days share price of each month, and 50% based on the Company’s revenue growth over the 2019 base year. 
The estimated forfeiture rate is 6.18%. The Company did not meet the performance measure in 2020 and 
forfeited 1/3 of the shares. In 2021, the Company met the performance measure, and 1/3 of the shares vested. 
As of December 31, 2022, the estimated vesting of the last 1/3 tranche for 2022 is 6% which is based on the 
achieving only 83% of the target revenue. The accumulated phantom shares vested and outstanding as of 
December 31, 2022 are 122,439 (2021 – 217,304).   

The Company has accrued $51,537as of December 31, 2022 (2021 -$263,189), based on a cash settlement value 
of $1.54 per share. 

c) In 2021, the Company launched a similar plan as the 2020 Plan. The vesting requirement is based on the 
Company’s operational performance. Depending on the level of achievement of revenue relative to the annual 
budgets, up to one third of the phantom shares will vest   annually over the following three years. The 
measurement of the share value is 50% based on the share price the Parent Company using the average of last 
20 days share price of each month, and 50% based on the Company’s revenue growth over the 2021 base year.   
The estimated forfeiture rate is 1.976%. The accumulated phantom shares issued and outstanding as of 
December 31, 2022 are 385,131 (2021 - 597,197). 

The Company met the revenue performance in 2021 and 1/3 of employee shares vested. But in 2022, the 
Company only achieved 83% of the revenue and with 6% vesting. The Company has accrued $249,550 (2021 - 
$472,751), based on a cash settlement value of $1.30 per share. 

d) In 2022, the Company launched a plan with valuation based on the Company’s revenue growth relative to a 
baseline revenue from 2021, (the “2022 Plan”) . The vesting requirement is based on the Company’s operational 
performance. Depending on the level of achievement of revenue relative to the annual budgets, up to one third 
of the phantom shares will vest   annually over the following three years. The measurement of the share value 
is based on the Company’s revenue growth over the 2021 base year.   The estimated forfeiture rate is 1.865%. 
The accumulated phantom shares issued and outstanding as of December 31, 2022 are 516,105. 

The Company only achieved 83% of the revenue performance in 2022 and 6% of employee shares vested. The 
Company has accrued $258,136, based on a cash settlement value of $1.04 per share. 

Upon a completion of the divestiture of the Company, the remaining outstanding phantom shares which have 
not vested as of the divestiture date are expected to vest.  As of December 31, 2022, the number of phantom 
shares that would be unvested and subject to this acceleration would be 506,970 as of December 31, 2022. The 
Company has accrued the accelerated portion of the unvested shares for the year ended December 31, 2022.  

 
December 31, 2022 

$ 
December 31, 2021 

$ 
Opening balance 794,124 407,753 

Adjustment to fair value, vesting and forfeitures (507,659)  141,269  

Cash out (316,467)   (227,649) 

Current year issuance  600,371   472,751  

Total stock-based compensation accrual 570,369 794,124 

The stock-based compensation accrual is recorded with incentive compensation accrual on the consolidated 
statements of financial position. 
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20.2 Annual bonus 

The Company’s short term incentive plan is the annual bonus plan. Under the annual bonus plan, the Company sets   
performance targets at the beginning of the year. At the end of the year, if the Company achieved a certain level of 
the performance targets, all employees are entitled to a portion of the annual corporate bonus, which is paid out early 
in the following year. Based on the actual performance of the year ended December 31, 2022, the board of directors 
of the Company approved a performance achievement of 16% of the target. The accrued amount for the year ended 
December 31, 2022 was $293,859 (2021 - $721,395).  A separate component of the annual bonus plan pays all 
employees a bonus based on their own individual performance, independent of the Company’s performance.  

20.3 Retention bonus   

As indicated in Note 15, UniStrong has agreed to divest the Company. Due to the uncertainty of the Company future 
direction, the Company offered the retention bonus to all employees who will continue to support the business until 
divestiture. The Company has accrued certain amount of retention bonus per the Board of Directors’ approval. The 
accrued amount for the year ended December 31, 2022 was $733,333 (2021 - $nil).  

 

The following is the summary of the Company’s incentive compensation accrued for the years ended December 31, 
2022 and 2021:  

  
December 31, 2022 December 31, 2021 

$ $ 

Stock-based compensation accrual 570,369 794,124 

Annual bonus accrual 293,859 721,396 

Retention bonus accrual 733,333 - 

  1,597,561 1,515,520 
 

 

21.  Economic dependence 

During 2022, sales to one customer represented approximately 15% of the Company’s total sales. During 2021, sales 
to one customer represented approximately 13% of the Company’s total sales.  

The Company designs the majority of its own products and subcontracts the majority of product manufacturing 
including converting in-progress inventory to finished goods to four key sub-contract manufacturers. These four key 
sub-contract manufacturers are related parties. They are Shenzhen UniStrong Science & Technology Co. Ltd which 
supplied approximately 2% of the Company’s products for the year ended December 31, 2022 (2021 - 38%), 
Guangzhou Geoelectron Science & Technology Co. Ltd which supplied approximately 19% of the Company’s 
products for the year ended December 31, 2022 (2021 - 21%), UniStrong Intelligence Manufacturing (Henan) Co. 
Ltd which supplied approximately 29% of the Company’s products the year ended December 31, 2022 (2021- 1%), 
and Xian UniStrong Navigation Technology Co. Ltd which supplied approximately 7% of the Company’s products 
for the year ended December 31, 2022 (2021 - 2%)  (Note 18). During 2022, the Company has been gradually 
transitioning the manufacturing from China to Mexico. The new Mexican sub-contract manufacturer will be the key 
supplier to the Company going forward. The Company also purchased electronic components from other suppliers 
for assembly products. The Company is economically dependent on these key sub-contract manufacturers and a 
disruption to product supply from them could have a material adverse effect on the Company’s business. 
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22. Financial risk management 

Currency risk 

Currency risk is the risk that the value of future cash flows of a financial instrument denominated in a currency other 
than the U.S. dollar will fluctuate due to changes in foreign currency exchange rates. The major expenses in the 
Canadian entity were related to employee compensation and general office administration expenses which are in 
Canadian dollars. The major revenue in the Canadian entity is product sales, royalty income and engineering service 
fees. The invoiced currency for the Canadian entity is in US dollars. However, the Company has opened its Australia 
branch and the invoiced currency is in Australian dollar which incurred foreign currency exposure. If there is 1% 
change in Canadian dollar to US dollar, the change in net income would be approximately $6,499. If there is 1% 
change in Australia dollar to US dollar, the change in net income would be approximately $621.  For the year ended 
December 31, 2022, the Company has incurred $227,222 foreign exchange gain (2021 – $125,684). The Company 
is exposed to foreign currency risk. Management has monitored the foreign currency exposure closely.  
 
 

Credit risk 

The Company provides credit to its customers in the normal course of its operations. It carries out, on a continuing 
basis, credit checks on its customers and maintains an allowance for expected credit loss. As of December 31, 2022, 
the Company had $6,564,639 (2021 - $1,278,150) of overdue accounts receivable (over 30 days outstanding). During 
the year ended December 31, 2022, management recorded an allowance of $71,409 (2021 - $32,624).  As of 
December 31, 2022, the overdue accounts receivable balance of $976,693 were from related parties (2021 - 
$248,143). The allowance recorded for balances due from related parties as of December 31, 2022 was $nil (2021 - 
$nil). Three major customers, one of which is related party, represent 6% (2021 - 52%) of the Company’s accounts 
receivable as at December 31, 2022.  
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22. Financial risk management (continued) 

The accounts receivable aging balances as follows:  

Aging of accounts receivable 
 

December 31, 2022 
$ 

December 31, 2021 
$ 

Expected credit loss 
range 

Current  10,292,407   11,917,222  0.17% 

Aged 31-60 days  1,546,076   434,774  0.44% 

Aged 61-90 days  2,027,661   207,522  1.05% 

Aged more than 90 days  2,990,902   635,854  1.35% 

  16,857,046  13,195,372  

Expected credit loss provision  (60,877) (32,624)  

Accounts receivable  16,796,169  13,162,748  

Interest rate risk 

The shareholder’s loan bears interest at a 5% fixed rate. As the loan is provided by the shareholder and has a fixed 
rate, the Company does not view this as a significant risk.  

In 2022, the Company has a term loan and revolving credit line from the bank with interest rate at US Dollar Prime 
Rate plus 1.75%. If the interest rate changes +/-1%, the interest expenses will increase or decrease by $44,988.  The 
US Dollar Prime Rate has increased four times in 2022. Management believes the Company is not exposed to high 
interest rate risk.   

The interest-bearing short-term investments are the deposits in bank which have very low interest rate. The interest 
income generated from these deposits is negligible and is not a major source of funding or income. Management 
believes the interest rate risk in this area is very minimal.   

Liquidity risk 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial 
liabilities. The Company is exposed to this risk mainly in respect of its accounts payable, accrued liabilities, lease 
payments, shareholder’s loan, bank loans and other loans.   

Future lease payments include the following amounts payable over the following periods: 

  2023  
$ 

2024 
$ 

2025 
$ 

2026 
$ 

2027 
$ 

Total 
$ 

USA  506,268   518,921   213,111   -     -     1,238,300  

Canada  123,589   86,187   61,759   61,759   64,046   397,340  

Australia  47,966   48,671   49,806   50,752   25,615   222,810  

Total  677,823   653,779   324,676   112,511   89,661   1,858,450  
 

Future loan payments over the following periods: 

   2023 
$ 

2024 
$ 

2025 
$ 

Total 
$ 

Bank term loans   1,200,000   300,000   -     1,500,000  

Loans on fixed assets  34,172 16,207 4,585 54,964 

Total   1,234,172   316,207   4,585   1,554,964  
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22. Financial risk management (continued) 

The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due. The Company also received financial support from the Parent Company to support the operations and 
financial commitments. The Company monitors and reviews current and future working capital requirements to 
manage its financial assets in order to settle financial liabilities. At December 31, 2022, the Company had current 
assets of $37,281,181 (2021 - $29,548,820) to settle current liabilities of $41,336,001 (2021 - $25,503,546).  

23. Capital management 

The Company defines capital as all components of shareholder’s equity. The Company has a working capital line of 
credit as well as deferred revenue, due to related parties, accounts payable and accrued liabilities in the ordinary 
course of operations. The Board of Directors does not establish quantitative return on capital criteria for management. 
The Company does not pay dividends. The Company is not subject to any externally imposed capital requirements. 

The Company manages the capital structure and makes adjustments thereto in light of changes in economic conditions 
and the risk characteristics of the underlying assets. To maintain or adjust capital structure, the Company may attempt 
to acquire or dispose of assets, attempt to obtain additional debt financing, repay debt facility, or obtain advances 
from shareholder.  There have been no changes to in capital management during the year.    

 

24. Subsequent event 

On Match 30, 2023, the Company and UniStrong entered into a definitive agreement with CNH Industrial (“CNH”) 
under which CNH would acquire 100% of the equity interest in the Company for $175 million on a cash and debt 
free basis, subject to customary adjustments. Closing is expected to occur in the second quarter of 2023 subject to 
the satisfactory completion of customary closing conditions and receipt of regulatory approvals.   
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