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Managementôs Responsibility for Financial Reporting 

 

The accompanying consolidated financial statements of the Company have been 

prepared by management in accordance with Canadian generally accepted 

accounting principles. The financial statements contain estimates based on 

managementôs judgement. Management maintains an appropriate system of internal 

controls to provide reasonable assurance that transactions are authorized, assets 

safeguarded, and proper records maintained. 

 

The Audit Committee of the Board of Directors has met with the Companyôs 

independent auditors to review the scope and results of the annual audit and to 

review the consolidated financial statements and related financial reporting matters 

prior to submitting the consolidated financial statements to the Board for approval. 

 

The Companyôs independent auditors, PricewaterhouseCoopers LLP, are appointed 

by the shareholders to conduct an audit of the annual financial statements, and their 

report follows. 

 

 

 

 

 

 

Robert J. Rennie  

Chief Executive Officer & Interim Chief Financial Officer 

 

 

March 29, 2010 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

   

  

 

Auditorsô Report 

 

To the Shareholders of  

Spur Ventures Inc. 

 

We have audited the consolidated balance sheets of Spur Ventures Inc. (the 

ñCompanyò) as at December 31, 2009 and 2008 and the consolidated statements of 

earnings (loss) and deficit, comprehensive income (loss) and cash flows for each of 

the years then ended. These financial statements are the responsibility of the 

Companyôs management. Our responsibility is to express an opinion on these 

financial statements based on our audits. 

 

We conducted our audits in accordance with Canadian generally accepted auditing 

standards. Those standards require that we plan and perform an audit to obtain 

reasonable assurance whether the financial statements are free of material 

misstatement. An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements. An audit also includes assessing 

the accounting principles used and significant estimates made by management, as 

well as evaluating the overall financial statement presentation.   

 

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

financial position of the Company as at December 31, 2009 and 2008 and the results 

of its operations and its cash flows for the years then ended in accordance with 

Canadian generally accepted accounting principles. 

 

 

 

(signed) PricewaterhouseCoopers LLP 

 

Chartered Accountants 

Vancouver, B.C. 

March 29, 2010 
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The accompanying notes are an integral part of these consolidated financial statements. 
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  The accompanying notes are an integral part of these consolidated financial statements. 

 
 
  



Spur Ventures Inc. 
Notes to Consolidated Financial Statements  

For the years ended December 31, 2009 and 2008 

 

 5 

1  Company Profile 

Spur Ventures Inc. ("Spurò; Spur collectively with its subsidiaries is referred to as the "Company") is a company 

listed on the Toronto Stock Exchange with interests in the fertilizer industry in China.  Through its 100% owned 

subsidiary Spur Chemicals (BVI) Inc. (ñSpur BVIò), Spur has indirect interests in two sino-foreign joint 

ventures ("JV") in China, Yichang Maple Leaf Chemicals Ltd. ("YMC") and Yichang Spur Chemicals Ltd. 

("YSC"). Spurôs Chinese partner in both JVs is Hubei Yichang Phosphorus Chemical Co. Ltd (ñYPCCò), a state 

owned enterprise of Yichang City, Hubei Province, China. 

 

Y M C 
 

YMC was formed to construct a world scale integrated compound fertilizer production facility and develop the 

Dianziping and Shukongping phosphate deposits to provide a captive source of phosphate for fertilizer 

production. 

Spur holds a 90% interest in YMC and YPCC holds the remaining 10% interest.  The JV interests of each 

partner reflects the expected contributions to the registered capital of the JV, with YPCC contributing the 

mining licenses in respect of the deposits and Spur contributing project capital. 

In November of 2003, YMC received its business license and in February and October of 2004 the Central 

Ministry of Land and Resources (ñMOLARò) issued the mining licenses for the Dianziping and Shukongping 

deposits to YPCC. 

The official transfer of the licenses to YPCC, together with Spurôs initial contribution of 15% of its registered 

capital in March and August of 2005 as required under the terms of the YMC JV Agreement, set the stage for 

YPCC to transfer the licenses to YMC.  However, YPCC has yet to receive the regulatory approvals necessary 

to initiate the transfer. 

The deposits are considered state owned assets and thus the transfer to a foreign controlled JV has proven to be 

complex and time consuming. YMC continues to work with various government departments at the District, 

County, Yichang City and Hubei Province level to meet the regulatory requirements for the formal transfer, and 

is seeking final review and sign-off by the Ministry of Commerce (ñMofComò), which is responsible for foreign 

JVôs, the National Development Reform Commission (ñNDRCò), which is responsible for projects and 

MOLAR in Beijing. 

The Shukongping mining license expired on October 9, 2009 and YPCC is working to extend the mining 

license. There is no assurance that it will be successful.  The Dianziping mining licence is valid until February 

2014. China Mining Law now requires YMC to submit an updated mining plan and a current mine valuation to 

Chinese government authorities highlighted above before the transfer of licenses from YPCC to YMC can take 

place.   

An updated mining plan and current valuation of the deposits, in accordance with China Mining Law, has been 

completed and indicates that the deemed value of the two deposits has increased substantially. This increase in 

the deemed value of the deposits automatically translates into an increase in YPCCôs ñin-kindò registered capital 

contribution and equity ownership position in YMC, once the licenses are transferred to YMC.  

The YMC Business License was scheduled to be reviewed and re-issued by Hubei Administration for Industry 

and Commerce (ñHubei AICò) before November 24, 2009.  The YMC JV agreement required that both YPCC 

and Spur BVI contribute an additional $11.27 million (RMB76.96 million) and $126.97 million (RMB866.88 

million) respectively to complete their entire registered capital contributions as at December 31, 2009.   
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As these contributions have not made, there is a risk that YMCôs business license may not be renewed and that 

YMC may have to be liquidated. However, given the process for transferring the mining licenses is progressing 

through the relevant governmental authorities, Hubei AIC has not yet enforced the formal November 24, 2009 

deadline noted above. The Company and YPCC are continuing to negotiate with the Chinese authorities with 

regards to the November 24, 2009 deadline.   

   

Y S C 
 

YSC owns a fertilizer complex located in the Zhicheng Township of Yidu City. 

During 2003, the Company acquired Xinyuan Chemicals Ltd. from YPCC and formed the YSC JV, which owns 

an NPK compound fertilizer facility located in the Hubei Province, China.  Spur BVI owns a 72.18% interest in 

YSC and the two minority partners are YPCC, which owns 16.69%, and YMC which owns 11.13%.   

During the third quarter of 2007, management concluded that prices of raw materials, especially potash and 

sulphuric acid, were too high for the YSC fertilizer facility to be viable, and as a result shutdown the facility 

temporarily in order to convert the facility into a mono-ammonium phosphate plant (MAP).  

During 2008, the Company commenced construction activity to convert the fertilizer facility into a MAP plant. 

In the fourth quarter of 2008, due to the global financial crisis, the rapid decline in commodity prices, the 

Chinese government extension of export tariffs and the uncertainty in the near term fertilizer markets both in 

China and globally, the Company decided to suspend its MAP plant construction.  

Management have not recorded a current impairment charge against the existing fertilizer plant and equipment 

(Note 8) and land use rights (Note 9), as management remains confident that the Company will obtain the 

required financing to complete the MAP plant construction and that the plant will generate profitable operations 

in the future.   

There remain risks and uncertainties with respect to the approval of the transfer of the mining licenses as 

described above, that economic ore reserves will be identified and that significant equity or debt financing for 

the project will be available to the Company.  The Company also faces additional risks and uncertainties, 

including, but not limited to, raw material and construction cost risks, product marketing risks, and political 

risks. 

The recoverability of the Companyôs investment in property rights, plant and equipment in China is dependent 

upon these plans or the ability of the Company to dispose of the assets and recover its investment.  These 

financial statements do not reflect the adjustments to the carrying values of assets and liabilities and the reported 

expenses and balance sheet classifications that would be necessary should these material risks and measurement 

uncertainties prove to be insurmountable, and these adjustments could be material. 

 

2 Adoption of Recent Accounting Pronouncements  

Effective January 1, 2009 the Company adopted CICA Handbook Section 3064, Goodwill and Intangible Assets, 

which establishes standards for the recognition, measurement, presentation and disclosure of goodwill and 

intangible assets by profit-oriented enterprises. Adoption of this standard has no impact on the Companyôs 

consolidated financial statements. 

Effective January 1, 2009 the Company adopted EIC 173, Credit risk and the fair value of financial assets and 

financial liabilities.  This abstract considers whether an entityôs own credit risk and the credit risk of the 
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counterparty should be taken into account in determining the fair value of financial assets and financial 

liabilities, including derivative instruments, for presentation and disclosure purposes.  The Companyôs adoption 

of the modification of this abstract had no effect on the Companyôs consolidated financial statements. 

Effective March 28, 2009 the Company adopted EIC-174, Mining Exploration Costs.  This abstract provides 

guidance on capitalization of exploration costs which have the characteristics of property, plant and equipment 

as well as consideration for subsequent write-down.  Adoption of this standard had no impact on the Companyôs 

consolidated financial statements.  

During 2009, CICA Handbook Section 3862, Financial Instruments ï Disclosures (ñSection 3862ò), was 

amended to require disclosures about the inputs to fair value measurements, including their classification within 

a hierarchy that prioritizes the inputs to fair value measurement. The three levels of the fair value hierarchy are: 

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

ü Level 2 ï Inputs other than quoted prices that are observable for the asset or liability either directly or 

indirectly; and 

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

The Company adopted this amended standard in 2009 and required disclosures are included in Note 15. 

 

3 Significant Accounting Policies 

Reporting in U.S. dollars and foreign currency translations 
 

The Companyôs functional currency is the Canadian dollar (ñCDNò) and its reporting currency is the U.S. dollar 

(ñU.S.ò). The Companyôs Chinese subsidiaries are integrated operations as they are dependent on Spurôs cash 

injections for working capital. Accordingly, the Company uses the temporal method to translate accounts of 

these subsidiaries into Canadian dollars.  Under this method, monetary assets and liabilities are translated at 

year-end exchange rates and items included on the statements of operations and cash flows are translated at rates 

in effect at the time of the transaction. Non-monetary assets and liabilities are translated at historical rates. The 

gain or loss on translation is charged to the statement of operations. 

The Company then uses the current rate method to translate from the Canadian dollar functional currency 

amounts into the U.S. reporting currency.  Under this method, all assets, liabilities, operating activities and cash 

flows are translated at the year end rate and the resulting unrealized gain or loss on translation is recognized as 

other comprehensive income.  

Principles of consolidation and preparation of financial statements 

These consolidated financial statements are prepared in accordance with Canadian generally accepted 

accounting principles (ñGAAPò), and  include the accounts of the Company, its two Sino-foreign Joint Venture 

companies, YSC and YMC (controlled by the Company), and its wholly owned subsidiary, Spur Chemicals 

(BVI) Inc. All significant inter-company transactions and accounts have been eliminated.  Certain comparative 

figures have been reclassified to conform to the current periodôs presentation. 
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Cash and cash equivalents 

Cash and cash equivalents include cash on hand, term deposits and short term highly liquid investments with the 

original term to maturity of 90 days or less, which are readily convertible to known amounts of cash and which, 

in the opinion of management, are subject to an insignificant risk of changes in value.  Such financial assets are 

stated at cost, and therefore are recorded at fair value.   

To limit its foreign exchange and credit exposure, the Company deposits its funds with large financial 

institutions in U.S. dollars, Canadian dollars, or Chinese Renminbi. 

Short-term deposits 

Short term deposits with an original maturity of greater than 90 days and less than 1 year are recorded at their 

respective fair values. 

Revenue recognition 

The Company recognizes revenues to external customers when the product is shipped and title passes along with 

the risks and rewards of ownership, provided collection is reasonably assured.   The above conditions are met 

when persuasive evidence of an arrangement exists, delivery has occurred, and the price is fixed or 

determinable.  Transportation costs are recovered from the customer through product pricing. 

Mineral property exploration expenditures  

The Company expenses mineral property exploration expenditures when incurred. 

Property, plant and equipment 

Property, plant and equipment assets are recorded at cost less accumulated depreciation and impairment 

provisions. Construction in progress is not depreciated until put into use. Depreciation is computed using the 

straight-line method at the following rates calculated to depreciate the cost of the assets less their residual values 

over their estimated useful lives: 

Land use rights 

The land use rights are for 50 years and are recorded at cost less accumulated depreciation and an impairment 

provision. They are amortized on a straight-line basis over the initial term of the business license of our fertilizer 

plant operations of 30 years. 

Building 5.00%

Machinery and equipment 8.33% - 10.00%

Motor vehicle 20.00%
Office equipment and furniture 20.00%

Computer equipment 33.33%

Leasehold improvement 20.00%
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Impairment of long-lived assets 

Where events or changes in circumstances suggest impairment, management reviews the future net cash flows 

of each long-lived asset.  Estimated future net cash flows are calculated using estimated future prices, selling 

prices for fertilizer products, and operating, capital and reclamation costs on an undiscounted basis to determine 

if the carrying amount is not recoverable. If the carrying amount exceeds the sum of the undiscounted cash 

flows expected to result from its use and eventual disposal, reductions in the carrying value of such long-lived 

asset would be recorded to the extent the net book value of the related asset exceeds its fair value (estimated by 

the net present value of expected future net cash flows). 

Where estimates of future net cash flows are not available and where other conditions suggest impairment, 

management assesses if the carrying value can be recovered. 

Managementôs estimates of mineral prices, selling prices for fertilizer products, and operating, capital and 

reclamation costs are subject to certain risks and uncertainties which may affect the recoverability of long-lived 

assets. Although management has made its best estimate of these factors, it is possible that changes may occur 

in the near term which could adversely affect managementôs estimate of the net cash flow to be generated from 

the Companyôs assets.  

Asset retirement obligations 

The accounting for asset retirement obligations encompasses the accounting for the Companyôs legal and 

contractual obligations associated with the retirement of a tangible long-lived asset that results from the 

acquisition, construction or development and/or the normal operation of a long-lived asset. The retirement of a 

long-lived asset is an other than temporary removal from service, including its sale, abandonment, recycling or 

disposal in some other manner. 

Use of estimates 

The preparation of the consolidated financial statements in compliance with GAAP requires management to 

make estimates and assumptions. These estimates affect the reported amounts of assets and liabilities and the 

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

amounts of revenues and expenses during the periods.  The effect of changes in estimates on the financial 

statements of future periods could be significant for property, plant and equipment as well as land use rights, 

and accrued liabilities.  While management believes these estimates and assumptions to be reasonable actual 

results could differ.  

In the opinion of management, all adjustments considered necessary for fair presentation of the results for the 

periods presented have been reflected in the consolidated financial statements. 

Stock-based compensation 

The Company accounts for stock options using the fair value method. Fair value is measured using the Black-

Scholes valuation model on the date of grant of stock options, and is recognized as stock-based compensation 

expense and shareholdersô equity over the stock option life assuming no forfeiture. When employee stock 

options are forfeited or expire unexercised, previously recognized unvested charge is reversed.  Consideration 

paid on exercise of share purchase options is recorded as share capital. 
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Earnings (loss) per common share 

The basic earning (loss) per share is computed by dividing the earning (loss) by the weighted average number of 

common shares outstanding during the year. The diluted earnings per share reflects the potential dilution of 

common share equivalents, such as outstanding stock options, in the weighted average number of common 

shares outstanding during the year, if exercised. For this purpose, the ñtreasury stock methodò is used whereby 

the assumed proceeds upon the exercise of stock options and warrants are used to purchase common shares at 

the average market price during the year.  

 

For the year ended December 31, 2009, the Company excluded potential common share equivalents from the 

loss per share calculation as they were considered anti-dilutive. For the year ended December 31, 2008, basic 

and diluted earnings per share are the same, as the effect of outstanding stock options is anti-dilutive.  

 

Income taxes 

The Company follows the asset and liability method for accounting for income taxes. Under this method, future 

income tax assets and liabilities are determined based on the differences between the tax basis of assets and 

liabilities and the amounts reported in the financial statements. The future tax assets or liabilities are calculated 

using the tax rates for the periods in which the differences are expected to be settled. Future tax assets are 

recognized to the extent that they are considered more likely than not to be realized. 

Recently Enacted but not yet Effective Accounting Pronouncements 

There are three CICA accounting standards issued in January 2009 but not yet adopted by the Company, as 

follows: the CICA Handbook Sections 1582, Business Combinations, Section 1601, Consolidated Financial 

Statements, and Section 1602, Non-controlling Interests, which replace CICA Handbook Sections 1581, 

Business Combinations, and Section 1600, Consolidated Financial Statements.  Section 1582 establishes 

accounting standards equivalent to International Financial Reporting Standards IFRS 3, ñBusiness 

Combinationsò, and is applicable for business combinations with acquisition dates on or after January 1, 2011.  

Section 1601 together with Section 1602 establishes standards for the preparation of consolidated financial 

statements. Section 1601 is applicable for interim and annual consolidated financial statements for fiscal year 

beginning January 1, 2011. Early adoption of Section 1582, 1601 and 1602 is permitted. The Company is 

evaluating the impact of the adoption of these new standards on its consolidated financial statements. 

4 Cash and cash equivalents 

Cash and cash equivalents consist of deposits with four major Canadian financial institutions and several 

Chinese banks. Details of the deposits are as follows:     
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5     Short-term deposits 

Short-term deposits include Canadian Dollar GICs in Canada and Chinese Renminbi (RMB) term deposits in 

the accounts of the Companyôs representative office in China, with maturities at inception over 90 days but 

under one year. Details of the term deposits and GICs are as follows:  

  

 

6 Marketable securities   

Marketable securities consist of 750,000 shares of a natural resource company which the Company acquired as 

consideration in respect of a loan provided to a public natural resource company listed on the TSX Venture 

exchange.  Shares in the natural resource company commenced trading on the Toronto Stock Exchange on 

January 4, 2010.  

On April 6, 2009, the Company agreed to lend $326,433 to a public natural resource company for a period of 

three months at an effective interest rate of 24%. The loan period was extended through to November 6, 2009 at 

the request of the public natural resource company. The loan was repaid on November 4, 2009. 

As at December 31, 2009, the value of the 750,000 natural resource company shares held by the Company was 

$486,620 (2008: nil) based on the January 2010 trading value of shares of the natural resource company. In 

January 2010, the Company disposed of all the shares of the natural resource company for proceeds of 

CDN$509,296.  

 


