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INDEPENDENT AUDITOR’S REPORT 

 

 

To the Shareholders of Smartwell Technology Inc. 

Report on the Audit of the Consolidated Financial Statements 

Opinion 

We have audited the consolidated financial statements of Smartwell Technology Inc. and its subsidiaries 

(the “Company”) which comprise the consolidated statement of financial position as at December 31, 2023 

and 2022, the consolidated statement of loss and comprehensive loss, the consolidated statement of changes 

in shareholders’ deficiency, and consolidated statement of cash flows for the year then ended, and the notes 

to the consolidated financial statements, including a summary of significant accounting policies.  

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated 

financial position of the Company as at December 31, 2023 and 2022, and its consolidated financial 

performance and its consolidated cash flows for the year then ended in accordance with International 

Financial Reporting Standards (IFRSs) as issued by the International accounting Standards Board (IASB). 

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.  

Key Audit Matter 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 

audit of the financial statements for the year ended December 31, 2023. These matters were addressed in 

the context of our audit of the consolidated financial statements as a whole, and in forming our opinion 

thereon, and we do not provide a separate opinion on these matters. We have determined the matters 

described below to be the key audit matters to be communicated in our auditor’s report. 

Revenue Recognition 

Description of the matter 

The Company generated revenue of $2,117,503 during the year ended December 31, 2023, which has a 

significant impact on the Company’s overall financial statements. The revenue was derived from three 

revenue streams as disclosed in Note 4 Revenue Recognition.   
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Why the matter is a key audit matter 

We identified the occurrence of revenue as a key audit matter due to the inherent risk of misstatement, 

particularly the risk of overstatement. This risk arises from the potential premature recognition of revenue 

or the recording of fictitious sales.  

How the matter was addressed in the audit 

The primary procedures we performed to address this key audit matter included the following: 

• Obtained understanding of revenue recognition policy by performing walkthrough for each revenue 

stream. 

• Reviewed contracts entered with customers and assessed the compliance of management’s revenue 

recognition policies and related disclosure in the consolidated financial statements under IFRS 15. 

• Obtained confirmations from significant customers to confirm sales revenue and year-end accounts 

receivable balance. 

• Substantively tested a sample of sales transactions by tracing to supporting documents. 

• Performed sales cut off test to make sure revenue was recorded in proper period. 

• Conducted a site visit to a customer location on a random basis and examined the system developed 

by the Company. 

• Interviewed key customers to understand their business and assess the reasonableness of the 

transactions with the Company. 

• Conducted background checks on the top five customers to ensure they are arm-length parties of 

the Company and are in good standing.   

• Reviewed subsequent general ledger and bank statements to ensure there were no subsequent sales 

reversal for sales recorded during the audit period. 

Material uncertainty Related to Going Concern 

We draw attention to Note 2 in the financial statements, which indicates that the Company continues to 

experience net losses and negative cash flows from operations. 

As stated in Note 2 in the financial statements, these events or conditions, along with other matters as set 

forth in Note 2 in the financial statements, indicate that a material uncertainty exists that may cast significant 

doubt on the Company's ability to continue as a going concern.  

Our opinion is not modified in respect of this matter. 

Other Information 

Management is responsible for the other information. The other information comprises the Management’s 

Discussion and Analysis filed with the relevant Canadian Securities Commissions. 

Our opinion on the consolidated financial statements does not cover the other information and we do not 

and will not express an opinion or any form of assurance conclusion thereon.  

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 

information identified above and, in doing so, consider whether the other information is materially 

inconsistent with the consolidated financial statements, or our knowledge obtained in the audit, or otherwise 

appears to be materially misstated.  
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We obtained the Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based 

on the work we have performed, we conclude that there is a material misstatement of this other information, 

we are required to report that fact. We have nothing to report in this regard. 

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 IFRSs as issued by the IASB, 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  
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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.  

 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Company to express an opinion on the consolidated financial 

statements. We are responsible for the direction, supervision and performance of the group audit. 

We remain solely responsible for our audit opinion.  

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.  

We also provide those charged with governance with a statement that we have complied with relevant 

ethical requirements regarding independence, and to communicate with them all relationships and other 

matters that may reasonably be thought to bear on our independence, and where applicable, related 

safeguards.  

From the matters communicated with those charged with governance, we determine those matters that 

were of most significance in the audit of the consolidated financial statements of the current period and 

are therefore the key audit matters. We describe these matters in our auditor's report unless law or 

regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 

determine that a matter should not be communicated in our report because the adverse consequences 

of doing so would reasonably be expected to outweigh the public interest benefits of such 

communication. 

The engagement partner on the audit resulting in this independent auditor's report is Ying Xu, CPA, 

CA. 

 
Chartered Professional Accountants  

Vancouver, Canada  

February 7, 2025 
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            The accompanying notes are an integral part of these consolidated financial statements 

 Smartwell Technology Inc. 
 Consolidated Statements of Financial Position 

Expressed in Canadian dollars 

As at December 31, 
 

 

 

On behalf of the Board: 

“He Yang” Director 

 

  

  2023 2022 

  $ $ 

    

Assets  
   

Current assets     

Cash (Note 6)   20,582 105,015 

Accounts receivable (Note 7)  44,372 321,152 

Other receivables (Note 8)  65,519 141,830 

Loan to employees (Note 10)  88,095 - 

Due from related parties (Note 13)  21,852 61,589 

Loan to a related party (Note 13)  116,172 - 

Prepaids (Notes 9 and 18)  206,236 92,908 

Contract assets   - 6,153 

Total current assets  562,828 728,647 

    

Equipment (Note 11)  - 13,600 

Total assets  562,828 742,247 

Liabilities     

Current liabilities     

Accounts payable and accrued liabilities   229,092 174,357 

Due to related parties (Note 13)  57,195 - 

Total liabilities  286,287 174,357 

    

Shareholders’ equity     

Share capital (Notes 5 and 12)  895,735 542,150 

Additional paid-in capital (Notes 5 and 12)  478,061 478,061 

Subscription receivable (Note 12)  - (200) 

Accumulated other comprehensive income   (21,057) 5,601 

Deficit  (1,076,198) (457,722) 

Total shareholders’ equity   276,541 567,890 

    

Total liabilities and shareholders’ equity   562,828 742,247 

Subsequent events (Note 20)    
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            The accompanying notes are an integral part of these consolidated financial statements 

 Smartwell Technology Inc. 
 Consolidated Statements of Loss and Comprehensive Loss 

Expressed in Canadian dollars 

For the years ended December 31,  
 

   2023  2022 

  $ $ 

Revenue    

Sales of goods   240,271 75,086 

Service income – system development (Note 15)  1,406,657 1,565,938 

Service income – technology consulting   470,575 5,880 

  2,117,503 1,646,904 

Costs    

Costs of goods sold  (134,528) (55,570) 

Service costs   (131,259) (160,867) 

  (265,787) (216,437) 

Gross profit  1,851,716 1,430,467 

General and administrative expenses    

Depreciation (Note 11)  (13,190) (13,376) 

Advertising and promotion  - (191,660) 

Office and miscellaneous   (17,607) (16,727) 

Professional services   (357,388) (204,750) 

Research and development expenses  (1,378,945) (1,053,366) 

Salary and benefits   (150,431) (143,734) 

Listing expenses   (142,972) - 

Travel expenses   (15,438) (7,494) 

Recovery (allowance) of credit loss (Note 7)  (378,080) 56,732 

  (2,454,051) (1,574,375) 

Other income    

Government grant  7,486 63,526 

  7,486 63,526 

Net loss before income tax  (594,849) (80,382) 

Income taxes (Note 19)  (23,627) (1,031) 

Net loss for the year  (618,476) (81,413) 

Other comprehensive loss     

Exchange difference on translating foreign operations  (26,658) (6,871) 

    

Comprehensive loss for the year  (645,134) (88,284) 

    

Basic and diluted loss per common share  (0.01) (0.00) 

Weighted average number of common shares – basic and 

diluted  92,604,521 46,718,986 
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            The accompanying notes are an integral part of these consolidated financial statements 

 

  Smartwell Technology Inc. 
 Consolidated Statements of Changes in Equity  

Expressed in Canadian dollars 

 

 

 

 

 

         

  

 

Number of 

shares issued 

 

 

 

Share capital 

 

 

 

Paid-in capital 

 

 

Additional 

paid-in capital 

 

 

Subscription 

receivable 

Accumulated 

other 

comprehensive 

income (loss) 

 

Retained 

earnings 

(Deficit) 

 

 

 

Total 

  $ $ $ $ $ $ $ 

         

Balance, December 31, 2021      - - 374,235 152,459 -   12,472 (376,309) 162,857 

Paid-in capital received - - 127,317 - - - - 127,317 

Decrease of registered capital  - - (325,602) 325,602 - - - - 

Founder’s shares 2,000,000 200 - -  (200) - - - 

Share exchange (Note 5) 88,000,000 175,950 (175,950) - - - - - 

Shares issued for services 450,000 90,000 - - - - - 90,000 

Shares issued for cash 1,380,000 276,000 - - - - - 276,000 

Loss for the year - - - - - - (81,413) (81,413) 

Foreign currency translation difference - - - - - (6,871) - (6,871) 

Balance, December 31, 2022  91,830,000  542,150 - 478,061 (200) 5,601 (457,722) 567,890 

Shares issued for cash 1,850,000 353,585 - - - - - 353,585 

Subscription receivable - - - - 200 - - 200 

Loss for the year - - - - - - (618,476) (618,476) 

Foreign currency translation difference - - - - - (26,658) - (26,658) 

Balance, December 31, 2023  93,680,000  895,735 - 478,061 - (21,057) (1,076,198) 276,541 



 

4 
  
            The accompanying notes are an integral part of these consolidated financial statements 

 Smartwell Technology Inc. 
 Consolidated Statements of Cash Flows  

Expressed in Canadian dollars 

For the years ended December 31, 
 

 

Supplement disclosure in respect with cash flows (Note 17) 
, 
 

  2023 2022 

  $ $ 

    

Operating activities    

Net loss before income tax for the year  (594,849) (80,382) 

Items not affecting cash    

    Depreciation  13,190 13,376 

    Allowance (recovery) of credit loss  378,080 (56,732) 

    Shares issued for services   - 90,000 

Changes in non-cash working capital:    

Accounts receivable   (101,600) (60,254) 

Other receivables   70,843 (50,132) 

Accounts payable and accrued liabilities   54,605 31,892 

Contract assets  (4,221) (6,052) 

Prepaids  (118,079) (92,367) 

Contract liabilities  - (32,674) 

Due to/from related parties  95,592 (54,441) 

  (206,439) (297,766) 

Income tax paid  (14,496)  (1,799) 

Total cash used in operating activities  (220,935) (299,565) 

Financing activities    

Shares issued for cash  353,785 276,000 

Proceeds from paid-in capital  - 127,317 

Loan to employees  (91,080) - 

Loan repayment from employees  1,379 - 

Loan to a related party  (302,787) - 

Loan repayment from a related party  184,497 - 

Total cash provided by financing activities  145,794 403,317 

Change in cash   (75,141) 103,752 

Effect of exchange rate changes on balance of cash held in 

foreign currencies  (9,292) (9,157) 

Cash, beginning of the year  105,015 10,420 

Cash, ending of the year  20,582 105,015 

    



     Smartwell Technology Inc. 
Notes to the Consolidated Financial Statements  

Expressed in Canadian dollars 

For the years ended December 31, 2023 and 2022  

5 
 

1. NATURE OF OPERATIONS 

 

Smartwell Technology Inc. (“Smartwell” or the "Company") was incorporated on June 22, 2021, by Certificate of 

Incorporation issued pursuant to the provisions of the Business Corporations Act (British Columbia). The head office 

and registered office of the Company is located at 1000 – 409 Granville Street, Vancouver, British Columbia, V7C 

1T2.  

 

On July 7, 2022, the Company completed an equity exchange arrangement with Beijing Zhongnong Internet 

Information Co., Ltd. (“Beijng Zhongnong”) and its subsidiaries under common control, whereby it acquired 100% 

ownership of Beijing Zhongnong and its subsidiaries through Zhongnong Internet Group Limited (“HongKong 

Zhongnong”) a fully owned subsidiary in Hong Kong (Note 5). As a result of this reorganization, the Company is 

involved in the business of providing IT consulting, data technology and software service to businesses in China. The 

Company has accounted for the common control transaction in a manner similar to a pooling of interests with the assets 

and liabilities of the parties to the reorganization carried over at their historical amounts whereby the financial 

statements have been retrospectively restated as if the businesses had always been combined. 

 
 

2. BASIS OF PREPARATION 

 

Statement of compliance 

 

These consolidated financial statements have been prepared in accordance with IFRS Accounting Standards (“IFRS”), 

as issued by the International Accounting Standards Board (“IASB”). 

These consolidated financial statements were authorized for issue by the Board of Directors on February 07, 2025.  

 

Basis of measurement  

 

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

classified as fair value through profit or loss, which are stated at their fair value. In addition, these financial statements 

have been prepared using the accrual basis of accounting except for cash flow information. 

 

Foreign currency translation 

 
Functional and presentation currency  

The consolidated financial statements are presented in Canadian dollar (“$”), which is the functional currency of the 

parent company, Smartwell. The Company’s subsidiaries are measured using the currency of the primary economic 

environment in which the subsidiaries operate (“the functional currency”), which is the Chinese Renminbi (“RMB”) 

for Beijing Zhongnong and its subsidiaries in China. These consolidated financial statements have been translated to 

the Canadian dollar in accordance with IAS 21 The Effects of Changes in Foreign Exchange Rates. This standard 

requires that assets and liabilities be translated using the exchange rate at period end, and income, expenses and cash 

flow items are translated using the rate that approximates the exchange rates at the dates of the transactions (i.e. the 

average rate for the period). 

 

Transactions and balances  

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s 

functional currency (foreign currencies) are recorded at the rates of exchange prevailing at the dates of the transactions. 

At each statement of financial position date, monetary assets and liabilities are translated using the period end foreign 

exchange rate. Non-monetary assets and liabilities are translated using the historical rate on the date of the transaction. 

Non-monetary assets and liabilities that are stated at fair value are translated using the historical rate on the date that 

the fair value was determined. All gains and losses on translation of these foreign currency transactions are included in 

profit or loss. 

 

 



  Smartwell Technology Inc. 
Notes to the Consolidated Financial Statements 

Expressed in Canadian dollars 

For the years ended December 31, 2023 and 2022  
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2. BASIS OF PREPARATION (cont’d…)

Consolidation

These consolidated financial statements include the balances and results of the Company and those entities over which

the Company exercises control:

The Company consolidates these subsidiaries on the basis that it controls these subsidiaries.  Control is defined as the 

exposure, or rights, to variable returns from involvement with an investee and the ability to affect those returns through 

power over the investee. All intercompany transactions and balances have been eliminated on consolidation. 

Going Concern 

These consolidated financial statements have been prepared in accordance with IFRS on a going concern basis which 

assumes the continued realization of assets and satisfaction of liabilities and commitments in the normal course of 

business.   

These consolidated financial statements do not indicate any adjustments that might be necessary should the Company 

be unable to continue as a going concern and therefore be required to realize its assets and discharge its liabilities other 

than in the normal course of business. 

These consolidated financial statements have been prepared on the assumption that the Company will continue as a 

going concern, meaning it will continue in operation for the foreseeable future and will be able to realize assets and 

discharge liabilities in the ordinary course of operations. The Company had accumulated deficit of $1,076,198 as of 

December 31, 2023, incurred a net loss of $618,476 and $81,413 and had negative cash flows from operations of 

$220,955 and $299,565 for the years ended December 31, 2023 and 2022. These factors indicate the existence of a 

material uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern. The 

Company's continuation as a going concern is dependent upon its ability to raise capital from new equity or debt, the 

successful development and marketing of its products, and attaining profitable operations in the future. If the Company 

is unable to continue as a going concern, then the carrying value of certain assets and liabilities could differ materially 

from the values presented in the consolidated financial statements. 

Direct or Indirect 

Ownership 

Subsidiary Jurisdiction 

Date of 

incorporation 

Nature of 

 business 

December 

31, 2023 

December 

31, 2022 

Zhongnong Internet Group Limited 

(“HongKong Zhongnong”) 

Hong Kong, China April 14, 2022 Holding 

company 

100% 100% 

Beijing Zhongnong Internet 

Information Co., Ltd. (“Beijing 

Zhongnong”) 

Beijing, China May 25, 2015 Technology 

services 

100% 100% 

Nanjing Weifen Space Technology Co. 

Ltd. (“Nanjing Weifen”) 

Nanjing, China May 15, 2019 Technology 

services 

100% 100% 

Beijing Weifen Qihang Technology 

Co., Ltd. (Beijing Weifen”) 

Beijing, China March 1, 2021 Technology 

services 

100% 100% 



     Smartwell Technology Inc. 
Notes to the Consolidated Financial Statements  

Expressed in Canadian dollars 

For the years ended December 31, 2023 and 2022  
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3.  SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS 

 
The Company makes estimates and assumptions about the future that affect the reported amounts of assets and 

liabilities.  Estimates and judgments are continually evaluated based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances.  In the future, actual 

experience may differ from these estimates and assumptions. 

 

The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive income 

in the period of the change, if the change affects that period only, or in the period of the change and future periods, if 

the change affects both. 

 

Significant assumptions about the future and other sources of estimation uncertainty that management has made at the 

statement of financial position date, that could result in a material adjustment to the carrying amounts of assets and 

liabilities, in the event that actual results differ from assumptions made, relate to, but are not limited to, the following: 

 

a) Going concern evaluation 

As discussed in note 2, these financial statements have been prepared under the assumptions applicable to a going 

concern.  If the going concern assumption were not appropriate for these financial statements then adjustments would 

be necessary to the carrying value of assets and liabilities, the reported expenses and the statement of financial position 

classifications used and such adjustments could be material.  

 

The Company reviews the going concern assessment at the end of each reporting period. 

 

b) Valuation of deferred tax assets and liabilities  

Deferred tax assets and liabilities require management judgment in order to determine the amounts to be recognized. 

This includes assessing the timing of the reversal of temporary differences to which deferred income tax rates are 

applied. Deferred tax assets are estimated with consideration given to the timing, sources and amounts of future taxable 

income.  

 

c) Expected credit loss 

 

The Company makes estimates for expected credit loss in respect of accounts receivables, other receivables, contract 

assets, loan to employees, loan to a related party and due from related parties based on IFRS 9 – Financial instruments. 

The expected credit loss is estimated based on management’s assessment of the credit history with the customers, 

current relationship with them and also taking into consideration of forward-looking information. A change in 

customers’ payment behavior or financial position could impact the expected credit loss recorded in the accounts. If 

actual credit losses differ from estimates, future earnings would be affected.  

 

d) Common control  

 

Judgement is required to determine if the equity exchange agreement represented a business or an asset purchase. 

Management also used judgement to determine that the Company and Beijing Zhongnong were controlled by the same 

parties before and after the reorganization. Thus, the consolidated financial statements of the Company reflect that the 

arrangement is in substance a continuation of the existing group. Any difference in the share capital is reflected as an 

adjustment to equity. 

 

 



     Smartwell Technology Inc. 
Notes to the Consolidated Financial Statements  

Expressed in Canadian dollars 

For the years ended December 31, 2023 and 2022  
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4.  MATERIAL ACCOUNTING POLICY INFORMATION 

 

 

Equity exchange arrangement  

 

The Company has accounted for the equity exchange arrangement as a business combination under common control, 

as the result of the equity exchange is having new holding companies added to the existing organization group. Since 

there is no change in the ultimate controlling party of the combing business before and after the combination, as a 

result, no accounting acquirer can be identified under IFRS 3 and the transaction is outside the scope of IFRS3.  

 

The Company used the book value method to account for the combination, whereby the assets and liabilities acquired 

were recorded at book value.  

 

The Company reports the results of operations for the period in which the equity exchange occurred as though it had 

occurred at the beginning of the period. The results of operations for that period therefore comprise those of the 

previously separate companies combined from the beginning of the period to the date the equity exchange is completed, 

and those of the combined operations from that date to the end of the period. Financial information presented for prior 

periods is retrospectively adjusted as if the combination had taken place at the beginning of the earliest comparative 

period presented. 

 

Leases 

 

Under IFRS 16, the Company recognizes right of use assets and lease liabilities for all leases expect where the Company 

has elected to use the practical expedient to not recognize right-of-use assets and lease liabilities for low-value assets 

or short-term leases under 1 year that are not expected to renew. As of the adoption date, the Company only had one 

short-term lease relating to office where no right-of-use assets or lease liabilities were recognized.  

 

Revenue recognition 

  

The Company’s arrangements with customers include system design, development and implementation services, either 

with or without hardware sales as add-ons; general technology consulting services; and hardware sales. 

 

The Company applies the five-step model to contracts when it is probable that the Company will collect the 

consideration that it is entitled to in exchange for the services and goods transferred to the customer.  

 

At contract inception, the Company assesses services promised within each contract that falls under the scope of IFRS 

15, to identify distinct performance obligations. 

 

Revenue from the sale of hardware is recognized when persuasive evidence exists, usually in the form of an executed 

sales agreement, that the significant risks and rewards of ownership have been transferred to the buyer (i.e. the goods 

are delivered), recovery of the consideration is probable, the associated costs and possible return of products can be 

estimated reliably, there is no continuing management involvement with the goods, and the amount of revenue can be 

measured reliably. 

 

Revenue from the sale of hardware is measured at the fair value of the consideration received or receivable, net of 

returns. There were no material returns during the years ended December 31, 2023 or 2022. 

 

  

 



     Smartwell Technology Inc. 
Notes to the Consolidated Financial Statements  

Expressed in Canadian dollars 
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4.  MATERIAL ACCOUNTING POLICY INFORMATION (cont’d…) 

 

Revenue recognition (cont’d…) 

 

- Revenue related to system design, development and implementation services are recognized over a period of 

time as the services are provided. Services related to the system design, development and implementation sometimes 

involves the sales of hardware which is considered as an integrated required element of the service and are essential 

to the functionality for the customer, and therefore are not separable accounted. Revenue from the system design, 

development and implementation is charged on a fixed price basis. 

  

- Revenue from general technology consulting services is charged on a fixed price basis. The Company 

recognizes revenue for technology consulting services over a period of time as the Company provides services.  

 

- For certain system design, development and implementation services contracts, the customers require the 

Company to provide a warranty for a period of 1 years after the completion of the implementation. The Company 

determines that such product warranty is not a separate performance obligation because the nature of the warranty is 

to provide assurance that a product will function as expected and comply with agreed-upon specifications. The 

Company has not sold the warranty separately. Because of the nature of the projects, including contract owner 

inspections of the work prior to acceptance, the Company has not paid material warranty costs in the past and the 

management does not expect such material payments in the future, and therefore does not consider an accrual for these 

costs is necessary. 

 

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 other 

comprehensive income. 

 

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

temporary 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 tax rates that are expected to be applied to the temporary differences when they reverse, 

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 to the extent that it is probable that the 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. 
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4.  MATERIAL ACCOUNTING POLICY INFORMATION (cont’d…) 

 

Research and development costs 

 

Expenditure on research activities is recognized as an expense as incurred. Development activities involve a plan or 

design for the production of new or substantially improved products and processes. Development expenditure is 

capitalized only if development costs can be measured reliably, the product or process is technically and commercially 

feasible, future economic benefits are probable, and the Company intends to and has sufficient resources to complete 

the development and to use or sell the asset. The expenditure capitalized includes the cost of materials, direct labour, 

overhead costs that are directly attributable to preparing the asset for its intended use. Other development expenditure 

is recognized as an expense as incurred. 

 

As at December 31, 2023, 2022 and 2021, there are no capitalized research and development costs. 

 

Share capital 

  

Financial instruments issued by the Company are classified as equity only to the extent that they do not meet the 

definition of a financial liability or financial asset.   

 

Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of 

tax, from the proceeds. 

 

Provisions  

 

Provisions are recognized for liabilities of uncertain timing or amount that have arisen as a result of past transactions, 

including legal or constructive obligations. The provision is measured at the best estimate of the expenditure required 

to settle the obligation at the reporting date. 

 

Financial instruments 

 

The Company recognizes a financial asset or a financial liability in its statement of financial position when it becomes 

party to the contractual provisions of the instrument. At initial recognition, the Company measures a financial asset or 

a financial liability at its fair value plus or minus, in the case of a financial asset or a financial liability not at fair value 

through profit or loss, transaction costs that are directly attributable to the acquisition or issue of the financial asset or 

the financial liability. 

 

Financial assets  

The Company will classify financial assets as subsequently measured at amortized cost, fair value through other 

comprehensive income or fair value through profit or loss, based on its business model for managing the financial asset 

and the financial asset’s contractual cash flow characteristics. The three categories are defined as follows:  

 

a) Amortized cost - a financial asset is measured at amortized cost if both of the following conditions are met: 

 - the asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; 

and  

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding.  

   
b) Fair value through other comprehensive income - financial assets are classified and measured at fair value through 

other comprehensive income if they are held in a business model whose objective is achieved by both collecting 

contractual cash flows and selling financial assets.  

 

c) Fair value through profit or loss (“FVTPL”) - any financial assets that are not held in one of the two business models 

mentioned are measured at FVTPL.  
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4.  MATERIAL ACCOUNTING POLICY INFORMATION (cont’d…) 

 

Financial instruments (cont’d…) 

 

When, and only when, the Company changes its business model for managing financial assets it must reclassify all 

affected financial assets.  

  

The Company’s financial assets are comprised of cash which is classified as fair value through profit or loss, accounts 

receivables, other receivables, due from related parties, loan to employees and loan to a related party which are 

measured at amortized cost.  

 

Financial liabilities  

The Company’s liabilities include accounts payable and accrued liabilities, and due to related parties which are all 

measured at amortized cost. After initial recognition, an entity cannot reclassify any financial liability. 

 

Financial assets and liabilities are offset, and the net amount is presented in the consolidated statement of financial 

position only when the Company has a legally enforceable right to set off the recognized amounts and intends either to 

settle on a net basis, or to realize the asset and settle the liability simultaneously. 

 

Impairment of non-financial assets  

 

Non-financial assets include fixed assets. Impairment exists when the carrying value of an asset or cash-generating unit 

exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and its value in use. The fair 

value less costs of disposal calculation are based on available data from binding sales transactions in an arm’s length 

transaction of similar assets or observable market prices less incremental costs for disposing of the asset. The value in 

use calculation is based on a discounted cash flow model. 

 

Expected credit losses  

 

The Company assesses at each reporting date whether there is any evidence that its trade receivables, other receivables, 

contract assets, due from related parties, loan to employees and loan to a related party are impaired. The Company uses 

the simplified approach for measuring impairment for its trade receivables without a significant financing component, 

and other receivables, loan to employees and loan to a related party. For these financial assets, the Company does not 

determine if the credit risk for these instruments has increased significantly since initial recognition. Instead, a loss 

allowance is recognized based on lifetime expected credit losses (“ECL”) at each reporting date. 

 

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the 

Company compares the risk of a default occurring on the financial instrument at the reporting date with the risk of a 

default occurring on the financial instrument at the date of initial recognition. In making this assessment, the Company 

considers both quantitative and qualitative information that is reasonable and supportable, including historical 

experience and forward-looking information that is available without undue cost or effort.  

 

The expected credit losses on these financial assets are estimated using a provision matrix based on the Company’s 

historical credit loss experience, adjusted for factors that are specific to the debtors, general economic conditions and 

an assessment of both the current as well as the forecast direction of conditions at the reporting date, including time 

value of money where appropriate. In addition, the Company also uses the individual specific valuation method to 

estimate the credit loss for accounts receivables aged over one year. The amount of expected credit losses is updated at 

each reporting date to reflect changes in credit risk since initial recognition of the respective financial instrument. 
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4.  MATERIAL ACCOUNTING POLICY INFORMATION (cont’d…) 

 

Contract assets and liabilities 

 

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the 

Company performs by transferring goods or services to a customer before the customer pays consideration or before 

payment is due, a contract asset is recognised for the earned consideration that is conditional. Contract assets are subject 

to impairment assessment, details of which are included in the accounting policies for impairment of financial assets. 

As at December 31, 2023 and 2022, the Company’s contract assets solely related to amount due under retainage 

provision. As at December 31, 2023, the Company’s contract assets of $6,153 were fully provisioned. 

 

A contract liability is recognized if a payment is received or a payment is due (whichever is earlier) from a customer 

before the Company transfers the related goods or services. Contract liabilities are recognized as revenue when the 

Company performs under the contract.  A contract liability would also be recognised if the Company has an 

unconditional right to receive consideration before the Company recognises the related revenue. 

 

Segment reporting 

The management has determined that the Company operates as one segment. The Company’s chief operating decision 

maker reviews financial information on an aggregated and consolidated basis, together with certain operating and 

performance measures principally to make decisions about how to allocate resources and to measure the Company’s 

performance. 

Earnings per share 

 

Basic earnings or loss per share represents the profit or loss for the period, divided by the weighted average number of 

common shares in issue during the period.  Diluted earnings or loss per share represents the profit or loss for the period, 

divided by the weighted average number of common shares in issue during the period plus the weighted average number 

of dilutive shares resulting from the exercise of stock options, warrants and other similar instruments where the 

inclusion of these would not be anti-dilutive.   

 

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. Related parties may be 

individuals or corporate entities. A transaction is considered a related party transaction when there is a transfer of 

resources or obligations between related parties.   

 

Government grants 

 

Government grants are recognized when there is reasonable assurance that (a) the Company will comply with the 

conditions attaching to them; and (b) the grant will be received.  

 

Government grants are recognized in profit or loss on a systematic basis over the periods in which the Company 

recognizes the related costs for which the grants are intended to compensate. 
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4.  MATERIAL ACCOUNTING POLICY INFORMATION (cont’d…) 

 

New and amended and future accounting pronouncements 

 

The following new and revised accounting standard, along with any consequential amendments was adopted by the 

Company for annual periods beginning on January 1, 2023. The adoption of the amendments has no significant impact 

as the amendments only affect the note disclosure of the financial statements.  

 

IAS 1 “Presentation of Financial Statements” and IFRS Practice Statement 2 “Making Materiality Judgements  

The amendments aim to improve accounting policy disclosures and to help users of the financial statements to 

distinguish between changes in accounting estimates and changes in accounting policies.  

 

IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors” 

The amendments aim to clarify how reporting entities should distinguish changes in accounting policies from changes 

in accounting estimates. The amendments include a definition of “accounting estimates” as well as other amendments 

to IAS 8 that will help entities distinguish changes in accounting policies from changes in accounting estimates. 

 

Accounting standards and amendments to existing accounting standards that have been issued but have future effective 

dates: 

 

IFRS 18 – Presentation and Disclosure in Financial Statements Effective for annual periods beginning on or after 1 

January 2027. 

 

In April 2024, the Board issued IFRS 18 Presentation and Disclosure in Financial Statements which replaces IAS 1 

Presentation in Financial Statements. IFRS 18 introduces new categories and subtotals in the statement of profit or loss. 

It also requires disclosure of management-defined performance measures (as defined) and includes new requirements 

for the location, aggregation and disaggregation of financial information.  

 

An entity will be required to classify all income and expenses within its statement of profit or loss into one of five 

categories: operating; investing; financing; income taxes; and discontinued operations. In addition, IFRS 18 requires 

an entity to present subtotals and totals for “operating profit or loss”, “profit or loss before financing and income taxes” 

and “profit or loss”.  

 

5.  EQUITY EXCHANGE AGREEMENT 

 

On July 7, 2022, the Company, HongKong Zhongnong and each of 15 shareholders of Beijing Zhongnong, entered into 

an equity exchange agreement. Pursuant to the agreements, the Company issued a total of 88,000,000 common shares 

to the shareholders of Beijing Zhongnong, while the 15 shareholders transfer their 100% shareholdings in Beijing 

Zhongnong to HongKong Zhongnong, a wholly-owned subsidiary incorporated by the Company for the purpose of this 

transaction. As a result of the share exchange, the 15 original Beijing Zhongnong shareholders owned 100% of the 

Company on July 7, 2022, immediately after the share exchange, and the Company owns 100% of Beijing Zhongnong 

through its subsidiary, HongKong Zhongnong. 

 

The Company determined that Smartwell and Beijing Zhongnong were under common control at the time of the equity 

change. As a result, the assets and liabilities of Beijing Zhongnong were recorded at book value.  

 

The value of the share consideration was based on the book value of paid-in capital of Beijing Zhongnong at the date 

of share exchange (Note 12).  

 

 

https://viewpoint.pwc.com/dt/gx/en/iasb/standards/standards__1_INT/standards__1_INT/Amendment-to-IAS-1---Disclosure-of-Accounting-Policies.html
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5.  EQUITY EXCHANGE AGREEMENT (cont’d…) 

 

Comparative information  

 

These consolidated financial statements are prepared on a combined basis, using the consolidated financial statements 

of Smartwell and Beijing Zhongnong to conform with the generally accepted accounting principles under a common 

control. The comparative periods shown on these consolidated financial statements have been prepared using the 

financial information of Beijing Zhongnong, as if the Company was operating for those comparative periods.  

 

 

6.  CASH 

As of December 31, 2023, cash of $20,163 (RMB 107,611) (December 31, 2022 - $102,925 (RMB 523,206)) resided 

in Mainland China. Under Chinese law, cash advanced to the Company’s Chinese subsidiaries as registered share 

capital is maintained in the subsidiaries’ registered capital bank account. Accordingly, the remittance of these funds 

back to Canada requires approvals by the relevant government authorities or designated banks in China, or both. 

 

7.  ACCOUNTS RECEIVABLE  

 

Set out below is the movement in the allowance (recovery) of expected credit loss of trade receivables: 

 

 
 

 

 

 

 

 

 

 

 

 

8.  OTHER RECEIVABLES 

 

As of December 31, 2023 and 2022, other receivables mainly consisted of advances to employees for contract 

implementation activities, which will be expensed when expenses occurred. 

 

 

9.  PREPAIDS 

 

Prepaids as of December 31, 2023 mainly consisted of amounts paid to one supplier for research and development 

services which was expected to be received subsequently in fiscal year 2024. Prepaids as of December 31, 2022 

consisted of amounts in relation with the proposed transaction (Note 18) which were all transferred to transaction costs 

during the year ended December 31, 2023. 

 

 

 December 31, 2023 December 31, 2022 

   

Receivables from third-party customers $                498,124 $              418,307 

Allowance for expected credit loss (453,752) (97,155) 

 $                  44,372 $              321,152 

 Expected credit loss 

Balance, January 1, 2022 $      156,724 

Recovery of credit loss (56,732) 

Foreign exchange effect (2,837) 

Balance, December 31, 2022   97,155 

Expected credit loss of accounts receivable 367,801 

Foreign exchange effect (11,204) 

Balance, December 31, 2023 $      453,752 
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10.  LOAN TO EMPLOYEES 

 

As of December 31, 2023, the Company also has interest free loans of $88,095 to two employees. There is no written 

loan agreement. The loans are due on demand and have no fixed term of repayment. During the year ended December 

31, 2023, the continuity of loan to employees are as follows: 

 

  Loan to employees  

Balance as of December 31,2022  $                    -  

Loan to employees  91,080  

Repayment  (1,379)  

Foreign exchange effect  (1,606)  

Balance as of December 31, 2023  $           88,095  

 

Subsequent to the fiscal year 2023, the Company received repayment of $85,430 from the employees. 

 

 

11.  EQUIPMENT  

 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Equipment 

Cost  

Balance, January 1, 2022 $          41,298 

Foreign exchange effect (498)  

Balance, December 31, 2022          40,800 

Foreign exchange effect (1,938)  

Balance, December 31, 2023  $         38,862 

Accumulated amortization  

Balance, January 1, 2022          $          13,766 

     Additions 13,376 

     Foreign exchange effect          58 

Balance, December 31, 2022           27,200 

     Additions 13,190 

     Foreign exchange effect          (1,528) 

Balance, December 31, 2023  $         38,862 

  

Carrying amounts  

At December 31, 2022  $        13,600 

At December 31, 2023  $                  - 
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12.  SHAREHOLDERS’ EQUITY 

Authorized - unlimited number of common shares without par value 

Share issuance 

 

At December 31, 2023, the Company had 93,680,000 (December 31, 2022 – 91,830,000) common shares issued and 

outstanding.  

 

During the year ended December 31, 2023, the Company issued 1,850,000 shares at RMB1.00 per share for gross 

proceeds of $353,585 (RMB1,850,000). 

 
During the year ended December 31, 2022: 

 

i) In May 2022, Beijing Zhongnong received additional investment amount of RMB658,020 ($127,317) from existing 

shareholders. Subsequently, Beijing Zhongnong decreased its registered share capital by RMB9,000,000 ($1,741,371).  

ii) On January 4, 2022, the Company issued 2,000,000 founder’s shares to Yang He, the CEO and Director of the 

Company, at $0.0001 per share. The subscription of $200 was recorded as subscription receivable as of December 31, 

2022 and was received in April 2023. 

iii) On July 7, 2022, the Company issued 88,000,000 shares to 15 shareholders of Beijing Zhongnong, in exchange for 

the 100% ownership of Beijing Zhongnong (Note 5) of the 15 shareholders of Beijing Zhongnong, Yang He received 

50,266,832 shares. The 88,000,000 shares were valued at $175,950, the book value of Beijing Zhongnong’s paid-in 

capital at the date of exchange. 

iv) On July 8, 2022, the Company issued 450,000 shares to a company controlled by a director for IPO consulting 

services, valued at $90,000 (Note 13). The shares are valued at $0.20 per share based on a private placement completed 

in October 2022 with arm’s length parties. 

v) On October 28, 2022, the Company issued 1,380,000 shares at $0.20 per share for a total proceed of $276,000. 

 

13.  RELATED PARTY TRANSACTIONS 

 

 

i) During the year ended December 31, 2023, the Company paid or accrued a salary of $22,895 (2022 - $23,218) and 

social welfare fund contribution of $7,281 (2022 - $7,385) to the director and CEO of the Company. As of December 

31, 2023, the Company was owed $21,851 (December 31, 2022 – $61,235) by the CEO. 

 

As of December 31, 2023, the Company also has an interest free loan of $116,172 to the director and CEO. There is no 

written loan agreement. The loan is due on demand and has no fixed term of repayment. During the year ended 

December 31, 2023, the continuity of loan to CEO is as follows: 

  

  Loan to CEO  

Balance as of December 31,2022  $                        -  

Loan to CEO  302,787   

Repayment  (184,497)   

Foreign exchange effect  (2,118)   

Balance as of December 31, 2023   $            116,172   

 

Subsequent to the fiscal year 2023, the Company received repayment of $114,336 from the director and CEO. 
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13.  RELATED PARTY TRANSACTIONS(cont’d…) 

 

ii) During the year ended December 31, 2023, the Company paid or accrued a salary of $91,580 (2022 - $110,806) and 

social welfare fund contribution of $23,944 (2022 - $22,190) in service costs to the CTO of the Company. As of 

December 31, 2023, the Company owed to the CTO $31,358 (December 31, 2022 – owed from the CTO $354). 

 

iii) During the year ended December 31, 2023, the Company paid or accrued legal fee (professional services) of $68,320 

(2022 - $10,640) to a law firm of which a director is partner. As of December 31, 2023, the Company owed to the law 

firm $4,480 (2022- $Nil) which is recorded in accounts payable and accrued liabilities. 

 

 iv) During the year ended December 31, 2023, the Company paid or accrued consulting fee (professional services) of 

$Nil (2022 - $54,739) to Bizfield Angel Network, a company controller by a director.  The Company also paid $26,145 

(2022 - $Nil) and issued Nil (2022 - 450,000) shares valued at $Nil (2022 – $90,000) as consulting fees to Bizfield 

Accelerator Inc. (“Bizfield”), a company controlled by the same director. As of December 31, 2023, the Company 

owed to the Bizfield $2,620 (2022- $Nil) which is recorded in due to related parties. 

 

 On August 8, 2020, the Company entered into a Financing and Listing Service Agreement with Bizfield, according to 

which, Bizfield will providing consulting service to assist the Company going public in Canada for a total service fee 

of $133,500. The service fee is payable by a) $90,000 in shares (issued. Note 12); b) $22,500 within 5 business days 

after a pre-filing meeting with TSX-V (paid); and c) $21,000 within 5 business days after listing.   

 

 v) As of December 31, 2023, the Company had a payable of $18,737 (2022 - $Nil) to Beijing Hanpu Biotech Co., Ltd. 

(“Hanpu”), a company controlled by Yang He, the CEO and Director of the Company.  

 

Due to and from related parties do not bear interest, are unsecured and repayable on demand. 

 

Key Management Compensation 

 

Key management personnel are those persons having authority and responsibility for planning, directing and controlling 

the activities of the Company, directly or indirectly. Key management personnel include the Company’s executive 

officers and Board of Director members. 

 

Other than the transactions disclosed above, there was no other compensation paid to key management during the years 

ended December 31, 2023 and 2022. 

 

 

14.  CAPITAL RISK MANAGEMENT 

 

The Company defines capital as the items included in shareholders’ equity.  The Company’s objectives in managing 

capital are to safeguard the Company’s ability to continue as a going concern, ensure sufficient capital and liquidity to 

complete its technology developments, establish commercial markets and purse its growth strategy. 

 

To support these objectives, the Company manages its capital structure and makes adjustments to it in light of changes 

in economic conditions and risk characteristics of underlying assets.  To maintain or adjust its capital structure, the 

Company may attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the amount of cash 

and cash equivalents.  In order to maximize the development efforts, the Company does not pay out dividends during 

its development stage. 

 

The Company is not subject to any externally imposed capital requirements and there has been no change with respect 

to the overall capital risk management strategy during the reporting period. 
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15.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

 

As at December 31, 2023 and 2022, the Company’s financial instruments comprised cash, accounts receivable, other 

receivables, contract assets, due to/from related parties, loan to employees, loan to a related party, and accounts payable 

and accrued liabilities. With the exception of cash, all financial instruments held by the Company are measured at 

amortized cost.  The fair values of these financial instruments approximate their carrying value due to their short-term 

maturities. Fair values of financial instruments are classified in a fair value hierarchy based on the inputs used to 

determine fair values.   

 

The levels of the fair value hierarchy are as follows: 

 

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

Level 2 –  Inputs other than quoted prices that are observable for the asset or liability either directly (i.e. as prices) or 

indirectly (i.e. derived from prices); and 

Level 3 –  Inputs that are not based on observable market data (unobservable inputs). 

As at December 31, 2023 and 2022, the fair value of cash held by the Company was based on level 1 of the fair value 

hierarchy. The Company does not have level 2 or level 3 financial instruments. 

 

The Company’s financial instruments are exposed to certain financial risks, including credit risk, currency risk, liquidity 

risk, interest rate risk, and concentration risk. 

 

Credit risk 

 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its 

contractual obligations. As of December 31, 2023 and 2022, the Company was primarily exposed to credit risk 

attributable to cash, trade receivable, other receivables, due from related party, and loan to employees and a related 

party. The maximum credit risk at the reporting date is the carrying value of each class of financial assets disclosed in 

Note 4 Financial Instruments. The Company limits exposure to credit risk attributable to cash by maintaining its cash 

with large financial institutions.  

The Company regularly reviews the collectability of its trade receivable and other receivables and establishes an 

allowance account for credit losses based on its best estimate of any potentially uncollectible amounts. As of December 

31, 2023, the Company estimated an allowance of credit loss of 100% (2022 - 100%) for accounts receivable 

outstanding from the customers that are individually assessed due to significant credit risk identified and 0.14% (2022 

– 0.41%) on remaining accounts receivable. 

 

Liquidity risk 

 

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

December 31, 2023, the Company had a cash balance of $20,582 (2022 - $105,015) to settle current liabilities of 

$286,287 (2022 - $174,357). All of the Company’s financial liabilities have contractual maturities of 30 days or are 

due on demand and are subject to normal trade terms. The Company needs further funding to meet its short-term and 

long-term cash requirements. 

 

Interest rate risk 

 

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

changes in market interest rates. The Company currently has no interest-bearing financial instruments other than cash, 

so its exposure to interest rate risks is insignificant.  
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15.  FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont’d…) 

 

Concentration risk 

 

 During the year ended December 31, 2023, revenue from two customers is over 10% of the total revenue, the total of 

which is RMB6,570,755 ($1,253,640) (December 31, 2022 – three customers, RMB6,405,660; $1,239,461), 

representing 59% (2022 – 75%) of total revenue of the year. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As of December 31, 2023, accounts receivable from two customer is RMB219,692 ($41,165) (December 31, 2022 –  

one customer, RMB1,055,684 ($207,673)), which is 93% (December 31, 2022 – 65%) of total accounts receivable at 

the period end. 

 

16.  SEGMENTED INFORMATION 

 

The Company has one reportable segment: the IT consulting, data technology and software service in China. The 

management has determined that the Company operates as one segment. The Company’s chief operating decision 

maker reviews financial information on an aggregated and consolidated basis, together with certain operating and 

performance measures principally to make decisions about how to allocate the resources and to measure the Company’s 

performance. 

 

 

 

For the year ended December 31, 2022 

 

 

Amount 

 

Percentage of total 

revenue 

Customer A $       523,896 32% 

Customer B 383,338 23% 

Customer C 332,227 20% 

 $      1,239,461 75% 

 

For the year ended December 31, 2023 

 

Amount 

 

Percentage of total 

revenue 

Customer D $         935,955 44% 

Customer E 317,685 15% 

 $      1,253,640 59% 
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17.   SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS 

 

There were no significant non-cash investing and financing transactions during the year ended December 31, 2023. 

 

During the year ended December 31, 2022, the Company has the following significant non-cash investing and financing 

transactions: 

 

i) issued 88,000,000 shares, valued at $175,950 in exchange for 100% ownership of Beijing Zhongnong (Notes 5 and 

9). 

 

ii) a subscription receivable of $200 is recorded as of December 31, 2022. 

 

 

18.   PROPOSED TRANSACTIONS 

 

 Proposed financing with Research Capital Corporation 

 

On August 25, 2022, the Company accepted a financing proposal from Research Capital Corporation (“RCC”), 

according to which, RCC will act as lead agent and sole bookrunner, on a best-efforts basis, for a brokered private 

placement offering of up to 2,500,000 units (the “Units”) a price of $0.20 per Unit for gross proceeds up to $500,000 

(the “Initial Offering”). 

 

Each Unit will consist of one common share of the Company and one common share purchase warrant. Each Warrant 

will entitle the holder to purchase one common share of the Company at an exercise price of $0.50 in a 24-month 

period. 

 

Upon closing of the Initial Offering, the Company intends to complete a subsequent private placement of a $1,500,000 

(the “Subsequent Offering”) in subscription receipts. Each one subscription receipt will be automatically exchanged 

into one Unit under the same terms as the Initial Offering. 

 

The Company will grant RCC an option (the “Over-Allotment Option”) to increase the number of Units to be sold in 

Subsequent Offering by up to 15%. 

 

The Company will pay to RCC a cash commission equal to 6% of the gross proceeds arising from the Initial Offering 

and Subsequent Offering. The Company will also grant RCC broker warrants exercisable at $0.20 per Unit within 24-

month period to purchase the number of Units of the Company in an amount equal to 6% of the number of Units and 

subscription receipts issued in the Initial Offering and Subsequent Offering. 

 

At closing, the Company also shall pay to RCC a corporate finance fee equal to 2% of the gross proceeds arising from 

the Initial Offering and Subsequent Offering, and corporate finance fee warrants exercisable at $0.20 per Unit within 

24-month period to purchase the number of Units of the Company in an amount equal to 2% of the number of Units 

and subscription receipts issued in the Initial Offering and Subsequent Offering. 

 

In addition, upon closing, the Company shall pay to RCC a work fee of $50,000 plus GST. Upon execution of this 

proposal, the Company shall pay RCC $15,000 (paid) as a retainer. 

. 

The Company is responsible for RCC’s reasonable expenses related to the offering, including but not limited to 

estimated legal fees of $45,000 and other disbursements and expenses of $10,000. The Company paid $15,000 as a 

retainer to RCC to be applied against the expenses incurred by RCC. 
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18.  PROPOSED TRANSACTIONS (cont’d…) 

 

Proposed transaction with Inceptus Capital Ltd. 

  

Inceptus Capital Ltd. (the "Inceptus") was incorporated under the provincial Business Corporations Act (British 

Columbia) on February 1, 2017 and its registered office is at 530, 355 Burrard Street, Vancouver, BC V6C 2G8 Canada. 

On November 9, 2017, Inceptus completed its initial public offering (“IPO”) and listed on the TSX Venture Exchange 

("TSX-V") under the symbol of “ICI.P”. Inceptus is classified as a Capital Pool Company as defined in Policy 2.4 of 

the TSX-V.  

 

On January 17, 2022, the Company and Inceptus entered into a letter of intent (the “LOI”), pursuant to which, Inceptus 

will acquire 100% of the issued common shares of the Company by issuing one share in exchange for every one 

outstanding common share of the Company. 

 

 On May 27, 2022 the Company and Inceptus agreed to change the terms of the LOI to a Binding Letter Of Intent (the 

“BLOI”). The terms and conditions in the LOI dated January17, 2022 remain unchanged. As consideration, the 

Company paid a non refundable deposit of $30,000 which will be used for the retainer for Inceptus’ legal counsel and 

auditors and promotion expenses. If the Company terminates the BLOI, the $30,000 will be forfeited by Inceptus as 

the break fee, and the Company will pay an additional $20,000 break fee. 

 

 

19.   INCOME TAX 

 

The Company is subject to income taxes on income generated in the jurisdictions in which it does business.  

 

Pursuant to the China Income Tax Laws, the statutory tax rate of the Enterprise Income Tax (“EIT”) for the years ended 

December 31, 2023 and 2022 was 20%, being normal EIT rate at 25% minus temporary COVID relief of 5%. Beijing 

Zhongnong, Nanjin Weifen and Beijing Wenfei are subject to income tax in China.  

 

According to the tax laws in Hong Kong, the income tax rate is 16.5% on income earned in that jurisdiction. Hong 

Kong Zhongnong has no operation from its incorporation on April 14, 2022 to December 31, 2023. 

  

According to Canadian federal and provincial enacted Corporate Tax Act, the income tax rate is 27% for the years 

ended December 31, 2023 and 2022. 

 

A reconciliation of income taxes at Canadian statutory rates (2023 – 27%; 2022 – 27%) with the reported taxes is as 

follows: 

 

  

Year 

ended 

December 

31,              

    2023 

Year ended December 

31,              

    2022 

 $ $ 

Loss for the year before income tax (594,849) (80,382) 

   

Expected income tax  (160,609) (21,703) 

Change in statutory, foreign tax, foreign exchange rate and other 152,058 8,959 

Permanent differences (211,605) (30,749) 

Change in unrecognized tax benefits 243,783 44,524 

Total income tax expenses  23,627 1,031 
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19.   INCOME TAX (cont’d…) 

 

The following is the analysis of recognized deferred tax liabilities and deferred tax assets: 

 

  

 

2023 

 

2022 

 $ $ 

Deferred tax assets   

Non-capital losses 499,293 255,510 

Deferred tax assets 499,293 255,510 

Unrecognized deferred tax assets (499,293) (255,510) 

Net deferred tax assets (liabilities) - - 

 

 

The significant components of the Company’s deductible temporary differences, unused tax credits and unused tax 

losses that have not been included on the consolidated statements of financial position are as follows: 

 

  

2023 

 

Expiry Date Range 

 

2022 

 

Expiry Date Range 

 $  $  

Temporary differences:     

 Non-capital losses available  

        for future periods 

   

 

 

           China 1,900,232 2024-2033 1,138,050 2023-2032 

           Canada 441,653 2041-2043 103,335 2041-2042 

 

Tax attributes are subject to review, and potential adjustment, by tax authorities. 

 

 

20.  EVENTS SUBSEQUENT TO THE REPORTING PERIOD   

 

On October 10, 2024, the Company issued 2,500,000 shares at $0.20 (RMB 1.00) per share for gross proceeds of   

RMB2,500,000. 
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SMARTWELL TECHNOLOGY INC. 

Management Discussion and Analysis 

For the Year Ended December 31, 2023 

 

This discussion and analysis of financial position and results of operations (“MD&A”) is prepared as at February 7, 

2025 and should be read in conjunction with the audited consolidated financial statements for the years ended December 

31, 2023 and 2022 of Smartwell Technology Inc. (the “Company” or “Smartwell”) with the related notes thereto. Those 

financial statements have been prepared in accordance with IFRS Accounting Standards (“IFRS”) as issued by the 

International Accounting Standards Board (“IASB”). All dollar amounts included therein and in the following MD&A 

are expressed in Canadian dollars except where noted.  

This discussion contains forward-looking statements that involve risks and uncertainties. Such information, although 

considered to be reasonable by the Company’s management at the time of preparation, may prove to be inaccurate and 

actual results may differ materially from those anticipated in the statements made. 

Forward-Looking Statements 

Certain information included in this discussion may constitute forward-looking statements.  Readers are cautioned not 

to put undue reliance on forward-looking statements.  These statements relate to future events or the Company’s future 

performance, business prospects or opportunities. All statements other than statements of historical fact may be 

forward-looking statements. Forward-looking statements are often, but not always, identified by the use of words such 

as "seek", "anticipate", "plan", "continue", "estimate", "expect", "may", "will", "project", "predict", "potential", 

"targeting", "intend", "could", "might", "should", "believe" and similar expressions. Forward-looking statements are 

subject to a variety of risks and uncertainties which could cause actual events or results to differ from those reflected 

in the forward-looking statements, including, without limitation, risks and uncertainties relating to internet and social 

media industry (see section “Business Risks” herein).  Forward-looking information is, in addition, based on various 

assumptions including, without limitation, the expectations and beliefs of management, that the Company can access 

financing, appropriate equipment and sufficient labour.  Should one or more of these risks and uncertainties materialize, 

or should underlying assumptions prove incorrect, actual results may vary materially from those described in forward-

looking statements.   

Description of Business 

Smartwell was incorporated on June 22, 2021, by Certificate of Incorporation issued pursuant to the provisions of the 

Business Corporations Act (British Columbia). The head office and registered office of the Company is located at 1000 

– 409 Granville Street, Vancouver, British Columbia, V7C 1T2.  

On July 7, 2022, the Company completed an equity exchange arrangement with Beijing Zhongnong Internet 
Information Co., Ltd. (“Beijng Zhongnong”) and its subsidiaries under common control, whereby it acquired 100% 
ownership of Beijing Zhongnong and its subsidiaries through the Company’s wholly owned subsidiary Zhongnong 
Internet Group Limited (“HongKong Zhongnong”) in Hong Kong. As a result of this reorganization, the Company is 
involved in the business of providing IT consulting, data technology and software service to businesses in China.  
 
Smartwell, through its subsidiaries in China, is involved mainly in internet technology and service business in China: 

 

1) System development services 

 
The main business of Beijing Zhongnong is providing Controlled Environment Agriculture (CEA) system development 
services, which improves the quality and yield of crops for high-value indoor farming customers to enhance economic 
benefits and to make the whole growing process smarter and greener.  
 
The system development and implementation service could be performed as service alone, or at sometimes it is 
combined with sales to customers of electronic devices (sensors, monitors, transmitters, computers and other 
electronic devices) that are needed in order to deliver the final product/result. 

 
2) Technology consulting services 
Various technology consulting services other than their major IT services as described in 1), namely the CEA services. 
 
3) Hardware sales  

Beijing Zhongnong sells electronic devices to its customers as per their request in a stand-alone contract. 

 

Corporate Structure  
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Smartwell was incorporated on June 22, 2021 pursuant to the provisions of the Business Corporations Act (British 

Columbia), Canada. 

Zhongnong Internet Group Limited (“HongKong Zhongnong”) was incorporated on April 14, 2022 in Hong Kong. 

Beijing Zhongnong Internet Information Co., Ltd. (“Beijing Zhongnong”) was incorporated on May 25, 2015 in 

Beijing, China. 

Nanjing Weifen Space Technology Co. Ltd. (“Nanjing Weifen”) was incorporated on May 15, 2019 in Nanjing, Jiangsu 

Province, China. 

Beijing Weifen Qihang Technology Co., Ltd. (Beijing Weifen”) was incorporated on March 1, 2021 in Beijing China 

On July 7, 2022, the Company, HongKong Zhongnong and each of the 15 shareholders of Beijing Zhongnong, entered 

into an equity exchange agreement. Pursuant to the agreements, the Company issued a total of 88,000,000 common 

shares to the shareholders of Beijing Zhongnong, while the 15 shareholders transferred their 100% shareholdings in 

Beijing Zhongnong to HongKong Zhongnong, a wholly-owned subsidiary incorporated by the Company for the 

purpose of this transaction. As a result of the share exchange, the 15 original Beijing Zhongnong shareholders owned 

100% of the Company on July 7, 2022, immediately after the share exchange, and the Company owns 100% of Beijing 

Zhongnong through its subsidiary, HongKong Zhongnong. 

 

Company overview 

Proposed transaction with Inceptus Capital Ltd. 

  

Inceptus Capital Ltd. (the "Inceptus") was incorporated under the provincial Business Corporations Act (British 

Columbia) on February 1, 2017 and its registered office is at 530, 355 Burrard Street, Vancouver, BC V6C 2G8 Canada. 

On November 9, 2017, Inceptus completed its initial public offering (“IPO”) and listed on the TSX Venture Exchange 

("TSX-V") under the symbol of “ICI.P”. Inceptus is classified as a Capital Pool Company as defined in Policy 2.4 of 

the TSX-V.  
 

On January 17, 2022, the Company and Inceptus entered into a letter of intent (the “LOI”), pursuant to which, Inceptus 

will acquire 100% of the issued common shares of the Company by issuing one share in exchange for every one 

outstanding common share of the Company. 

 

 On May 27, 2022 the Company and Inceptus agreed to change the terms of the LOI to a Binding Letter Of Intent (the 

“BLOI”). The terms and conditions in the LOI dated January17, 2022 remain unchanged. As consideration, the 

Company paid a non refundable deposit of $30,000 which will be used for the retainer for Inceptus’ legal counsel and 

auditors and promotion expenses. If the Company terminates the BLOI, the $30,000 will be forfeited to Inceptus as the 

break fee, and the Company will pay an additional $20,000 break fee. 

 

Share issuances 

 

On January 14, 2022, the Company issued 2,000,000 founder’s shares to Yang He, the CEO and Director of the 

Company, at $0.0001 per share.  
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On July 7, 2022, the Company issued 88,000,000 shares to the 15 shareholders of Beijing Zhongnong, in exchange for 

the 100% ownership of Beijing Zhongnong. As a shareholder of Beijing Zhongnong, Yang He received 50,266,832 

shares and Zhongyi Li, the CTO of the Company received 14,185,952 shares.  

 

On July 8, 2022, the Company issued 450,000 shares to a company controlled by a director for IPO consulting services, 

valued at $90,000. 

 

On October 28, 2022, the Company issued 1,380,000 shares at $0.20 per share for a total proceed of $276,000. 

  

During the year ended December 31, 2023, the Company issued 1,850,000 shares at RMB1.00 per share for gross 

proceeds of $353,585 (RMB1,850,000). 

 

 
Selected Annual Financial Information 

 
The following selected financial information is derived from the audited financial statements and notes thereto.  

 

   As at December 31,   

  2023 2022 2021 

Current assets  $         562,828   $         728,647   $         332,135  

Non-current assets -  13,600  27,532  

Total assets 562,828  742,247  359,667  

Current liabilities 286,287  174,357      196,810  

Long term liabilities         -           -           -   

Shareholders' equity        276,541       567,890 162,857 

Total liabilities and equity   $        562,828   $       742,247   $         359,667  

Working capital   $        276,541  $       554,290  $         135,325 

 

 

 

 Years ended December 31, 

 2023 2022 2021 

Revenue  $          2,117,503    $          1,646,904    $          996,565   

Gross profit               1,851,716                1,430,467                684,641   

Expenses and other items   (2,446,565)    (1,510,849)    (715,000)  

Net loss before income tax $           (594,849)  $           (80,382)  $          (30,359)  

Income taxes            (23,627)             (1,031)             (3,906)  

Net loss  $           (618,476)  $           (81,413)  $         (34,265)  

Exchange difference on translating foreign operations             (26,658)             (6,871)             3,008  

Comprehensive loss  $           (645,134)  $           (88,284)  $         (31,257)  

    

Basic and diluted net loss per share  $                 (0.01)   $               (0.00)  N/A 

Dividends per share  $                         -    $                       -    $                     -   

 

Results of Operations 

 

Year ended December 31, 2023 and 2022 

 

During the year ended December 31, 2023, the Company incurred a net loss of $618,476, compared with $81,413 for 

comparative year ended December 31, 2022. The Company currently has generated revenue from providing CEA 
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system development services, general technology consulting services and sales of hardware. The Company is still in 

the development stage and its revenue and expense are not consistent each period. 

 

The losses are mainly comprised of the following items: 

 

• During the year ended December 31, 2023, the Company generated revenue of $1,406,657 (2022 - $1,565,938) 

from system development service, $470,575 (2022 - $5,880) from general technology consulting services and 

$240,271 (2022 - $75,086) from sales of hardware. Corresponding to the revenue, the Company incurred costs of 

$131,259 (2022 - $160,867) in relation to service revenue and $134,528 (2022 - $55,570) in relation to the sales 

of hardware. 

• Depreciation of $13,190 (2022 - $13,376) are mainly from amortizing computer equipment purchased in December 

2020. Those computer equipment was fully amortized in the year ended December 31, 2023. 

• Advertising and promotion of $191,660 during the comparative year ended December 31, 2022 was mainly related 

to marketing and promotion activities carried in China to expand its business. There were no such costs during the 

year ended December 31, 2023. 

• Office and miscellaneous expenses of $17,607 (2022 - $16,727) includes meals and entertainment, office supplies, 

and other office expenses incurred in Beijing Zhongnong office in China. 

• Professional fees of $357,388 (2022 - $204,750) are consulting, legal, accounting and audit fees, mainly related to 

the Company’s proposed listing in Canada. Significant professional fees included consulting fees of $Nil (2022 - 

$54,739) to Bizfield Angel Network, a company controlled by a director, and cash of $26,145 (2022 - $90,000 in 

the form of 450,000 shares issued) paid to Bizfield Accelerator Inc. (“Bizfield”), a company controlled by the same 

director; legal fees of $68,320 (2022 - $10,640) paid to a law firm of which a director is a founder; accounting fees 

of $53,366 (2022 - $5,947) for preparing the consolidated financial statements. 

• Research and development expenses of $1,378,945 (2022 - $1,053,366) mainly consisted of purchase of 

technology and data services in relation to model development. Projects are different in each fiscal year and 

expenses are therefore not comparable or consistent.  

• Salary and benefits of $150,431 (2022 - $143,734) are general administrative, sales and office employees in China. 

• Listing expenses of $142,972 (2022 - $Nil) are expenses related to listing in Canada including valuation report, 

internal control assessment report, brokerage and sponsorship fees and expenses, and expenses paid for Inceptus. 

• Travel expenses of $15,438 (2022 - $7,494) are incurred for travelling in China. 

• Allowance of $378,080 (2022 -recovery of $56,732) of credit loss is related to management’s estimation of 

collectability of trade receivable at year end.  

 

Summary of Quarterly Results 

The Company was not a reporting issuer as of December 31, 2023 and as a result quarterly reporting is not 

required.  
 

 

Liquidity and Capital Resources 

 

The Company commenced fiscal 2023 with working capital of $554,290 and cash of $105,015. As at December 31, 

2023, the Company had a working capital of $276,541 and cash of $20,582.  

As of December 31, 2023, cash of $20,163 (RMB 107,611) (December 31, 2021 - $102,925 (RMB 523,206) resided 

in Mainland China. Under Chinese law, cash advanced to the Company’s Chinese subsidiaries as registered share 

capital is maintained in the subsidiaries’ registered capital bank account. Accordingly, the remittance of these funds 

back to Canada requires approvals by the relevant government authorities or designated banks in China, or both. 

Net cash used in operating activities for the current year was $220,935 (2022 - $299,565). The net cash used in operating 

activities for the year consisted primarily of the operating loss and a change in non-cash working capital items. The 

increased cash used in the current year was due to increased research and development expenses incurred in China, and 

consulting, accounting, legal expenses, and transaction costs in relation to the Company’s proposed listing in Canada. 
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During the year ended December 31, 2023, the Company received $353,585 (2022 - $276,000) of proceeds from the 

issuance of 1,850,000 (2022 – 1,380,000) shares and $Nil (2022 - $127,317 (RMB 658,020) in Beijing Zhongnong as 

paid-in capital. Also, the company provided $91,080 and $302,787 loan to two employees and CEO of the Company, 
respectively, and received $1,379 and $184,497 loan repayment from the two employees and CEO of the Company, 
respectively.  
The Company will need to raise funds through debt or equity offerings in order to have sufficient working capital to 

sustain its operations for the next 12 months.  

 

Related Party Transactions 

 
i) During the year ended December 31, 2023, the Company paid or accrued a salary of $22,895 (2022 - $23,218) and 
social welfare fund contribution of $7,281 (2022 - $7,385) to the director and CEO of the Company. As of December 
31, 2023, the Company was owed $21,851 (December 31, 2022 – $61,235) by the CEO. 
 
As of December 31, 2023, the Company also has an interest free loan of 116,172 to the director and CEO. There is no 

written loan agreement. The loan is due on demand and has no fixed term of repayment. During the year ended 

December 31, 2023, the continuity of loan to CEO is as follows: 

  

  Loan to CEO  

Balance as of December 31,2022  $                        -  

Loan to CEO  302,787   

Repayment  (184,496)   

Foreign exchange effect  (2,119)   

Balance as of December 31, 2023   $            116,172   

 

Subsequent to the fiscal year 2023, the Company received repayment of $114,336 from the director and CEO. 
 
ii) During the year ended December 31, 2023, the Company paid or accrued a salary of $91,580 (2022 - $110,806) and 
social welfare fund contribution of $23,944 (2022 - $22,190) in service costs to the CTO of the Company. As of 
December 31, 2023, the Company owed to the CTO $31,358 (December 31, 2022 – owed from the CTO $354). 

 
iii) During the year ended December 31, 2023, the Company paid or accrued legal fee (professional services) of 
$68,320 (2022 - $10,640) to a law firm of which a director is partner. As of December 31, 2023, the Company owed 
to the law firm $4,480 (2022- $Nil) which is recorded in accounts payable and accrued liabilities. 

 

 iv) During the year ended December 31, 2023, the Company paid or accrued consulting fee (professional services) of 

$Nil (2022 - $54,739) to Bizfield Angel Network, a company controller by a director.  The Company also paid $26,145 

(2022 - $Nil) and issued Nil (2022 - 450,000) shares valued at $Nil (2022 – $90,000) as consulting fees to Bizfield 

Accelerator Inc. (“Bizfield”), a company controlled by the same director. As of December 31, 2023, the Company 

owed to the Bizfield $2,620 (2022- $Nil) which is recorded in due to related parties. 

 

 On August 8, 2020, the Company entered into a Financing and Listing Service Agreement with Bizfield, according to 

which, Bizfield will providing consulting service to assist the Company going public in Canada for a total service fee 

of $133,500. The service fee is payable by a) $90,000 in shares (issued. Note 12); b) $22,500 within 5 business days 

after a pre-filing meeting with TSX-V (paid); and c) $21,000 within 5 business days after listing.   

 
 v) As of December 31, 2023, the Company had a payable of $18,737 (2022 - $Nil) to Beijing Hanpu Biotech Co., Ltd. 

(“Hanpu”), a company controlled by Yang He, the CEO and Director of the Company.  

 
Due to and from related parties do not bear interest, are unsecured and repayable on demand. 

 
 
Key Management Compensation 

 

Key management personnel are those persons having authority and responsibility for planning, directing and controlling 

the activities of the Company, directly or indirectly. Key management personnel include the Company’s executive 

officers and Board of Director members. 
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Other than the transactions disclosed above, there was no other compensation paid to key management during the years 

ended December 31, 2023 and 2022. 

 
Off Balance Sheet Arrangements 

 

The Company has no off balance sheet arrangements. 

 

Commitments 

 

The Company has no commitments. 

 

Financial and Capital Risk Management 

 

As at December 31, 2023 and 2022, the Company’s financial instruments comprised cash, accounts receivable, other 
receivables, contract assets, due to/from related parties, loan to employees, loan to a related party, and accounts 
payable and accrued liabilities. With the exception of cash, all financial instruments held by the Company are 
measured at amortized cost.  The fair values of these financial instruments approximate their carrying value due to 
their short-term maturities. Fair values of financial instruments are classified in a fair value hierarchy based on the 
inputs used to determine fair values.   
 
The levels of the fair value hierarchy are as follows: 
 
Level 1 –  Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 –  Inputs other than quoted prices that are observable for the asset or liability either directly (i.e. as prices) 

or indirectly (i.e. derived from prices); and 
Level 3 –  Inputs that are not based on observable market data (unobservable inputs). 
 

As at December 31, 2023 and 2022, the fair value of cash held by the Company was based on level 1 of the fair value 

hierarchy. The Company does not have level 2 or level 3 financial instruments. 

 
The Company’s financial instruments are exposed to certain financial risks, including credit risk, currency risk, liquidity 
risk, interest rate risk, and concentration risk. 
 
Credit risk 
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its 
contractual obligations. As of December 31, 2023 and 2022, the Company was primarily exposed to credit risk 
attributable to cash, trade receivable, other receivables, due from related party, and loan to employees and a related 
party. The Company limits exposure to credit risk attributable to cash by maintaining its cash with large financial 
institutions.  
The Company regularly reviews the collectability of its trade receivable and other receivables and establishes an 

allowance account for credit losses based on its best estimate of any potentially uncollectible amounts. As of December 

31, 2023, the Company estimated an allowance of credit loss of 100% (2022 - 100%) for accounts receivable 

outstanding from customers that are individually assessed due to significant credit risk identified and 0.14% (2022 – 

0.41%) on remaining accounts receivable. 

 

 

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

December 31, 2023, the Company had a cash balance of $20,582 (2022 - $105,015) to settle current liabilities of 

$286,287 (2022 - $174,357). All of the Company’s financial liabilities have contractual maturities of 30 days or are 

due on demand and are subject to normal trade terms. The Company needs further funding to meet its short-term and 

long-term cash requirements. 

 

Interest rate risk 
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Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. The Company currently has no interest-bearing financial instruments other than 
cash, so its exposure to interest rate risks is insignificant.  
 
Concentration risk 
 
 During the year ended December 31, 2023, revenue from two customers is over 10% of the total revenue, the total of 

which is RMB6,570,755 ($1,253,640) (December 31, 2022 – three customers, RMB6,405,660; $1,239,461), 

representing 59% (2022 – 75%) of total revenue of the year. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As of December 31, 2023, accounts receivable from two customer is RMB219,692 ($41,165) (December 31, 2022 –  

one customer, RMB1,055,684 ($207,673)), which is 93% (December 31, 2022 – 65%) of total accounts receivable at 

the period end. 

 

Capital management 

 

The Company defines capital as the items included in shareholders’ equity.  The Company’s objectives in managing 

capital are to safeguard the Company’s ability to continue as a going concern, ensure sufficient capital and liquidity to 

complete its technology developments, establish commercial markets and purse its growth strategy. 

 
To support these objectives, the Company manages its capital structure and makes adjustments to it in light of 
changes in economic conditions and risk characteristics of underlying assets.  To maintain or adjust its capital 
structure, the Company may attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the 
amount of cash and cash equivalents.  In order to maximize the development efforts, the Company does not pay out 
dividends during its development stage. 
 
The Company is not subject to any externally imposed capital requirements and there has been no change with 
respect to the overall capital risk management strategy during the reporting period. 
 

Significant Accounting Policies, Critical Judgments and Estimates  

The preparation of financial statements in conformity with IFRS requires management to make estimates and 

assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 

reported amounts of revenues and expenses during the reporting period. Actual results may differ from those estimates. 

Estimates are reviewed on an ongoing basis based on historical experience and other factors that are considered to be 

relevant under the circumstances. Revisions to estimates on the resulting effects of the carrying amounts of the 

Company’s assets and liabilities are accounted for prospectively.  

 

All of the Company’s significant accounting policies and estimates are included in Notes 3 and 4 of its audited 

consolidated financial statements for the years ended December 31, 2023 and 2022. 

 

New and amended and future Accounting Standards and Interpretations 

 

 

For the year ended December 31, 2022 

 

Amount 

Percentage of 

 total revenue 

Customer A $       523,896 32% 

Customer B 383,338 23% 

Customer C 332,227 20% 

 $      1,239,461 75% 

 

For the year ended December 31, 2023 

 

Amount 

Percentage of  

total revenue 

Customer D $         935,955 44% 

Customer E 317,685 15% 

 $      1,253,640 59% 
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The following new and revised accounting standard, along with any consequential amendments was adopted by the 

Company for annual periods beginning on January 1, 2023. The adoption of the amendments has no significant impact 

as the amendments only affect the note disclosure of the financial statements.  

 

IAS 1 “Presentation of Financial Statements” and IFRS Practice Statement 2 “Making Materiality Judgements  

The amendments aim to improve accounting policy disclosures and to help users of the financial statements to 

distinguish between changes in accounting estimates and changes in accounting policies.  

 

IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors” 

The amendments aim to clarify how reporting entities should distinguish changes in accounting policies from changes 

in accounting estimates. The amendments include a definition of “accounting estimates” as well as other amendments 

to IAS 8 that will help entities distinguish changes in accounting policies from changes in accounting estimates. 

 

Accounting standards and amendments to existing accounting standards that have been issued but have future effective 

dates: 

 

IFRS 18 – Presentation and Disclosure in Financial Statements Effective for annual periods beginning on or after 1 

January 2027. 

 

In April 2024, the Board issued IFRS 18 Presentation and Disclosure in Financial Statements which replaces IAS 1 

Presentation in Financial Statements. IFRS 18 introduces new categories and subtotals in the statement of profit or loss. 

It also requires disclosure of management-defined performance measures (as defined) and includes new requirements 

for the location, aggregation and disaggregation of financial information.  

 

An entity will be required to classify all income and expenses within its statement of profit or loss into one of five 

categories: operating; investing; financing; income taxes; and discontinued operations. In addition, IFRS 18 requires 

an entity to present subtotals and totals for “operating profit or loss”, “profit or loss before financing and income taxes” 

and “profit or loss”.  

 

Subsequent Events 

 

Private Placements 

 

On October 10, 2024, the Company issued 2,500,000 shares at $0.20 (RMB 1.00) per share for gross proceeds of   

RMB2,500,000. 

 

 Outstanding Share Data 

 

The following table summarizes the Company’s outstanding share data as of the date of this MD&A:  

 

 

 

 Number of shares 

Issued or issuable 

   

Common shares    96,180,000 

Stock options   - 

Warrants   - 

 

 

Risks and Uncertainties 

 

Limited Operating History  

 

The Company was incorporated in April 2022 and does not have an operating history or any established financing 

sources.  The Company’s wholly-owned subsidiary, Beijing Zhongnong, was incorporated in May 2015.   

 

The Company has a history of operating losses and may not achieve or sustain profitability.  It cannot guarantee 

investors that it will become profitable, and even if it achieves profitability, given the evolving nature of the industry 

in which it operates, it may not be unable to sustain or increase profitability and its failure to do so could adversely 

affect its business, including its ability to raise additional funds. 

https://viewpoint.pwc.com/dt/gx/en/iasb/standards/standards__1_INT/standards__1_INT/Amendment-to-IAS-1---Disclosure-of-Accounting-Policies.html
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The Company’s financial statements have been prepared on a going concern basis under which an entity is considered 

to be able to realize its assets and satisfy its liabilities in the ordinary course of business.  The Company’s future 

operations are dependent upon the identification and successful completion of equity or debt financing and the 

achievement of profitable operations at an indeterminate time in the future. There can be no assurances that the 

Company will be successful in completing equity or debt financing or in achieving profitability. The financial 

statements do not give effect to any adjustments relating to the carrying values and classification of assets and liabilities 

that would be necessary should the Company be unable to continue as a going concern. 

 

The Company cannot assure that it can avoid net losses in the future or that there will not be any earning or revenue 

declines in the future.  The Company expects that its operating expenses will increase as it grows its business.  If the 

revenues do not increase to offset these expected increases in costs and operating expenses, the Company will not be 

profitable. 

 

To increase its revenues, the Company must regularly add new customers, provide additional services and/or sell 

additional products to existing customers and encourage existing customers to increase their minimum commitment 

levels.  There are no assurances that the Company will be able to attract new customers or retain existing customers in 

which case its operating results will be adversely affected. 

 

Negative Operating Cash Flows 

 

Since commencing its operations the Company has had negative operating cash flow and incurred losses.  The Company 

may never achieve positive operating cash flow.  To the extent the Company has negative operating cash flows in 

future, it may need to deploy a portion of its existing cash reserves or identify additional sources of financing to fund 

such negative cash flows.  The Company may require additional financing in order to continue as a going concern, as 

well as to grow and expand its operations.  It is possible that any required future financing will not be available or, if 

available, will not be available on favorable terms.  If adequate funds are not available, or are not available on acceptable 

terms, the Company may not be able to take advantage of opportunities, respond to competitive pressures or remain in 

business.   

 

Foreign Exchange Rate Risk 

 

Because the Company’s business operations are centered in China. All of the Company’s revenue and expenses may 

be denominated in Chinese Renminbi.  Accordingly, foreign currency fluctuations may adversely affect the Company’s 

financial position and operating results. 

 

Further, under Chinese law, cash advanced to the Company’s Chinese subsidiaries as registered share capital is 

maintained in the subsidiaries’ registered capital bank account. Accordingly, the remittance of these funds back to 

Canada requires approvals by the relevant government authorities or designated banks in China, or both. 

 

Changes in Laws 

 

Changes to any of the laws, rules, regulations or policies to which the Company is subject in any jurisdiction in which 

it carries on business could have a significant impact on the Company’s business.  There can be no assurance that the 

Company will be able to comply with any future laws, rules, regulations and policies.  Failure by the Company to 

comply with applicable laws, rules, regulations and policies may subject it to civil or regulatory proceedings, including 

fines or injunctions, which may have a material adverse effect on the Company’s business, financial condition, liquidity 

and results of operations.  In addition, compliance with any future laws, rules, regulations and policies could negatively 

impact the Company’s profitability and have a material adverse effect on its business, financial condition, liquidity and 

results of operations. 

 

Staffing and Reliance on Key Management 

 

The responsibility of successfully implementing the Company’s business strategy depends substantially on its senior 

management and its key personnel, in particular, Yang He, the Company’s CEO, and Zhongyi Li, the Company’s CTO.  

The Company does not currently have any “key-man” insurance policy on Mr. He or Mr. Li or on any other key 

employee of the Company, therefore there is a risk that the death or departure of Mr. He or Mr. Li or any one or more 

other key employee could have a material adverse effect on the Company.   
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Further, the Company currently needs to acquire sales and technical staff to execute its business strategy.  If the 

Company does not secure the appropriate funding to acquire the staff it needs, or if it is unable to attract and retain 

sufficiently qualified staff, its ability to successfully develop and sell its products and services could be significantly 

compromised. 

 

There is also a risk to the business where there is a turnover of development staff that have knowledge of the Company’s 

technology and business.  This loss of knowledge could result in leakage or misappropriation of confidential 

information.  While the Company aims to mitigate this risk by imposing contractual restraints on use and ownership of 

the Company’s confidential information, there could also be increased costs for the Company in having to replace the 

implicit knowledge and skills of departing employees. 

 

Corporate Governance 

 
The Company’s Board of Directors follows recommended corporate governance guidelines for public companies to 

ensure transparency and accountability to shareholders. The Audit Committee of the Company fulfills its role of 

ensuring the integrity of the reported information through its review of the interim and audited annual financial 

statements prior to their submission to the Board of Directors for approval.  

 

The Audit Committee, comprised of three directors, the majority of whom are independent, meets with management of 

the Company on a quarterly basis to review the financial statements, including the MD&A, and to discuss other 

financial, operating and internal control matters as required. 
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