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NOTICE 

 

The accompanying unaudited interim consolidated financial statements of Spur Ventures Inc. 

(“the Company”) have been prepared by and are the responsibility of the Company’s 

management. The Company’s independent auditor has not performed a review of these financial 

statements in accordance with standards established by the Canadian Institute of Chartered 

Accountants for a review of interim financial statements by an entity’s auditor.
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The accompanying notes are an integral part of these interim consolidated financial statements.           

  

   



Spur Ventures Inc.  
Interim Consolidated Statements of Loss and Comprehensive Loss 
(unaudited and expressed in U.S. dollars ) 

4 

 

 
 

 

 

The accompanying notes are an integral part of these interim consolidated financial statements. 
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The accompanying notes are an integral part of these interim consolidated financial statements. 
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The accompanying notes are an integral part of these interim consolidated financial statements. 
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1. Nature of Operations and Measurement Uncertainty 

Spur Ventures Inc. ("Spur" or 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. ("Spur BVI"), 

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"). Spur’s Chinese partner in both JVs is Hubei Yichang 

Phosphorus Chemical Co. Ltd ("YPCC"), a state owned enterprise of Yichang City, Hubei Province, China. 

Management has not recorded a current impairment charge against the existing property, plant and equipment 

(Note 7) or the investment in affiliate (Note 4), as fertilizer market fundamentals have improved and  management 

remains confident that the Company will obtain the required financing to complete the mono-ammonium 

phosphate ("MAP") plant construction at YSC and that the plant will generate profitable operations in the future.  

However, the success of these initiatives cannot be assured. Risks and uncertainties remain 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 costs, market conditions and political issues. 

The recoverability of the Company’s investment in property rights, plant and equipment in China is dependent 

upon the plans outlined in the previous paragraph or the ability of the Company to dispose of the assets and 

recover its investment.  The extent of the adjustments that could be necessary resulting from these measurement 

uncertainties could be material. 

 

2. Adoption of IFRS 

The Company prepares its financial statements in accordance with Canadian generally accepted accounting 

principles as set out in the Handbook of the Canadian Institute of Chartered Accountants (“CICA Handbook”).  In 

2010, the CICA Handbook was revised to incorporate IFRS, and requires publicly accountable enterprises to apply 

such standards effective for years beginning on or after January 1, 2011.  Accordingly, commencing January 1, 

2011, the Company has been preparing these condensed interim consolidated financial statements under IFRS.  In 

these financial statements, the term “Canadian GAAP” refers to Canadian GAAP before the adoption of IFRS. 

The IFRS accounting policies applied in these condensed interim consolidated financial statements are based on 

IFRS issued and outstanding as of August 5, 2011, the date the Board of Directors approved the statements. Any 

subsequent changes to IFRS, that are given effect in the Company’s annual consolidated financial statements for 

the year ending December 31, 2011 could result in restatement of these interim consolidated financial statements, 

including the transition adjustments recognized on change-over to IFRS.   

These interim financial statements have been prepared in accordance with International Accounting Standard 34 

Interim Financial Reporting ("IAS 34") as issued by the International Accounting Standard Board ("IASB"). 

Please refer to Note 3 of the Company's financial statements for the quarter ended March 31, 2011for               

principal accounting policies applied in the preparation of these consolidated financial statements.   These     

policies have been consistently applied to all the years and quarters presented, unless otherwise stated. 
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The Company applied IFRS1 First-time Adoption of International Financial Reporting Standards in preparing 

these first IFRS consolidated financial statements.  The effects of the transition to IFRS on equity, total 

comprehensive income and reported cash flows is presented in Note 15. 

These interim consolidated financial statements do not contain all of the information and disclosures required in 

annual financial statements and should be read in conjunction with the Company’s Canadian GAAP annual 

financial statements for the year ended December 31, 2010. 

First-time adoption exemptions applied 

IFRS1 First-time adoption of International Financial Reporting Standards, which governs the first time adoption 

of IFRS, in general requires accounting policies to be applied retrospectively to determine the opening statement of 

financial position at the Company’s transition date of January 1, 2010, and allows certain exemptions from 

retrospective application on the transition to IFRS.  The Company has elected: 

 to reset to nil the unrealized foreign currency translation amount from previous functional currency to 

reporting currency translations.  Consequently the accumulated other comprehensive income ("AOCI") 

was reset to zero at January 1, 2010 and the balance was recorded as an adjustment to deficit; 

  that IFRS 3(R), Business Combinations, has not been applied to business combinations that occurred  

before the transition date; and 

 that IFRS 2, Share-based Payments, has only been applied to all share based payments which had not 

vested at January 1, 2010. 

 

      3.     Critical accounting estimates and judgements 

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 

years presented have been reflected in the consolidated financial statements. 

Estimates and judgements are continually evaluated and are based on historical experience and other factors, 

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

In preparing these financial statements, the Company makes estimates and assumptions concerning the future. The 

resulting accounting estimates will, by definition, seldom equal the related actual results.  The estimates and 

assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and 

liabilities within the next financial year include fair value of investment in affiliate and impairment of long-lived 

assets. 



Spur Ventures Inc. 
Notes to Interim Consolidated Financial Statements 

June 30, 2011 
(unaudited and expressed in in U.S. dollars ) 

9 

 

4.     YMC Joint Venture Agreement 

a) Initial YMC JV Agreement 

YMC is governed by the November 9, 2003 YMC Joint Venture Agreement (“YMC JV”), between Spur BVI 

and YPCC and subsequent amendments. 

The initial YMC JV interests were established with Spur BVI at 90% interest and YPCC at a 10% interest. 

The parties have made the first 15% portion of their respective Registered Capital contributions with Spur BVI 

contributing $24.2 million (RMB 159.6 million) and YPCC their portion through contributing assets as agreed to 

by the parties. 

b) May 2010 Amendments 

On May 6, 2010 a modified JV Agreement (the “May 6 Agreement”) was approved by the Chinese government 

granting YPCC the right to earn a 51% equity ownership in YMC (taking into account previous contributions to 

YMC) and Spur BVI a 49% equity ownership in YMC.  On May 7, 2010 YMC’s new business license was 

issued with the new YMC Board consisting of 7 members, 4 from YPCC and 3 from Spur BVI with the Chair 

nominated by YPCC and the Vice Chair by Spur BVI.   

In order to earn the 51% interest YPCC was required before August 31, 2010 to:  

 Transfer the Dianziping and Shukongping mining licenses to YMC; and  

 Contribute approximately $2.6 million (RMB 17 million) in cash.  

The new required Registered Capital amount was established at $123 million (RMB 798 million) instead of the 

previous $176 million (RMB 1.14 billion).  Spur BVI could maintain a 49% equity ownership in YMC, taking 

into account previous contributions to YMC of $24.7 million (RMB 159.6 million), and was required to 

contribute $35.8 million (RMB 231.4 million) in order to maintain this equity interest.     

The above contributions were not made by either YPCC or Spur by the August 31, 2010 deadline and as a result 

of the contributions not being made, YMC's business license lapsed on October 31, 2010. 

In February 2011, Hubei Administration for Industry and Commerce (“Hubei AIC”) served notice to YMC that 

the Registered Capital contributions from both JV partners were long overdue and that if the situation was not 

rectified YMC could be subject to substantial penalties. 

c) March 2011 Amendments 

In March 2011, the Hubei Province Department of Commerce extended the business license of YMC from 

October 31, 2010 to December 31, 2011.  It also extended the deadline of Registered Capital contribution from 

August 31, 2010 to December 31, 2011.  YPCC has until December 31, 2011 to complete the required Registered 

Capital contributions to YMC by way of the completion of the transfer of the mining licenses (Note 15) and cash 

contributions of approximately $38.4 million (RMB 248 million) in order to fix its ownership percentage in 

YMC at 79.978%  



Spur Ventures Inc. 
Notes to Interim Consolidated Financial Statements 

June 30, 2011 
(unaudited and expressed in in U.S. dollars ) 

10 

 

Subject to government approval, YPCC and Spur BVI have agreed in March 2011 to further modifications as 

follows: 

 Spur BVI has opted to fix its ownership percentage in YMC at 20.022%, reflecting the Company's historic 

Registered Capital contributions to YMC.  As a result, the Company is not required to make any additional 

cash contributions to YMC; 

 YMC's Board will be comprised of two representatives from Spur BVI and five from YPCC.  YPCC will 

nominate the Chairman and Spur BVI will nominate the Vice Chairman; and 

 The Company has sought and received additional minority shareholder protections, including unanimous 

Board approval required for financings, corporate transactions, material asset disposals and deviations from 

annual profit distributions of less than 80% of profits.  

d)    Upon Chinese regulatory approval of the May 6, 2010 modified JV agreement, Spur BVI lost Board control of 

        YMC.  Accordingly, under IFRS, the Company’s investment in YMC is no longer consolidated and instead                 

        the investment in YMC is accounted for under the equity method.  As YPCC has yet to make its required  

        registered capital contributions to YMC and to date Spur BVI has contributed most of the cash registered capital   

        contributions to the project, the Company will recognize its initial equity position at 90% of the net             

        assets and net losses of YMC until such time as YPCC makes its required contributions. 

 

e)   Prior to the deemed change of Board control on May 6, 2010, the balance sheet and income statement of YMC 

       were consolidated and inter-company balances were eliminated.  Upon applying the equity method, a disputed 

       payable of approximately $6.2 million owing from YSC to YMC, which had previously been eliminated on 

      consolidation is required to be recognized on consolidation of YSC.  This amount is in dispute and is not 

       guaranteed by Spur. The Company has also de-recognized accounts payable of approximately $1.1 million and 

       property, plant and equipment of approximately $5.4 million upon loss of Board control of YMC.  The Company 

       has estimated the fair value of the equity investment in YMC at May 6, 2010, the date of the change of control,  

      as $10,708,268. 

 

5.     YSC Joint Venture Agreement 

During 2003, the Company acquired Xinyuan Chemicals Ltd. from YPCC and formed the YSC Joint Venture, 

(“YSC JV”), which owns a fertilizer facility located in Hubei Province, China.  Spur BVI holds a 72.18% interest 

in YSC through the YSC JV and the two minority partners are YPCC, which holds 16.69%, and YMC, which 

holds 11.13%. 
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6.    Short term investments 

Short-term deposits include Canadian Dollar GICs in Canada, with maturities at inception over 90 days but less 

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

 

 

 

7.    Property, plant and equipment 

   

 

 

8.   Related party transactions and key management compensation 

During the three-month period ended June 30, 2011, the Company incurred $153,848 salaries and benefits and 

$36,303 consulting fees to key management and the directors of the Company for services (three-month period 

ended June 30, 2010: $152,890 salaries and benefits and $46,006 consulting fees).   

During the six-month period ended June 30, 2011, the Company incurred $251,142 salaries and benefits and 

$70,649 consulting fees to key management and the directors of the Company for services (three-month period 

ended June 30, 2010: $253,062 salaries and benefits and  $101,549 consulting fees).   

Key management includes the Chairman, Chief Executive Officer, Chief Financial Officer, Chief Operating 

Officer, Corporate Secretary. 

There are no unpaid amounts to the parties. 
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     9.    Share capital 

a) Authorized share capital 

Unlimited common shares without par value 

Unlimited number of preferred shares without par value, issuable in series and with special rights and 

restrictions to be determined on issuance 

 

   b)    Contributed surplus 

 

    
 

 

   c)    Stock options 

 

 Assumptions for stock options valuation using the Black-Scholes Option Pricing Model: 

 

  
 

Options granted vest over a three-year period, with one-third of the options vesting one year after the date of 

grant, one-third two years after the date of grant, and the remaining one-third three years after the date of grant.   

 

During the three-month period ended June 30, 2011, stock-based compensation expense of $12,134 was 

recognized (2010: $32,490) for options.  

 

During the six-month period ended June 30, 2011, stock-based compensation expense of $28,305 was 

recognized (2010: $73,031) for options. 
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The following table summarizes information about the options outstanding at June 30, 2011:  

  

 

10. Segment information 

Management considers developing an integrated fertilizer business, which includes the development of 

the phosphate project in China, to be the Company’s principal activity. 

  

 

11.  Financial risk management 

The Company’s activities expose it to a variety of financial risks, which include foreign exchange risk, interest rate 

risk, commodity price risk, credit risk and liquidity risk. 

Credit risk 

 

The Company maintains a substantial portion of its cash and cash equivalents and short term fixed interest 

investments with major financial institutions in Canada and China.  

 

The carrying amount of financial assets recorded in the financial statements, net of any allowances for losses, 

represents the Company’s maximum exposure to credit risk. 

 

Foreign currency risk 

 

A substantial portion of the Company’s business is carried out in Chinese Renminbi, and the Company maintains 

Renminbi denominated bank accounts and deposits. During the year ended December 31, 2008, the Company 
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converted $20.4 million from U.S. Dollars into Canadian Dollars and has continued to hold the majority of its cash 

and short-term deposits in Canadian Dollars. Fluctuations in exchange rates among the Canadian dollar and Chinese 

Renminbi and U.S. dollar could have a material effect on the business, results of operations and financial condition 

of the Company. Based on the balances as at June 30, 2011, other things being equal, a 1% increase (decrease) in 

the exchange rate of converting one U.S. dollar into Canadian dollars on that day would have resulted in an increase 

(decrease) of approximately $237,000 in accumulated other comprehensive income; a 1% increase (decrease) in the 

exchange rate of converting one U.S. dollar into Chinese Reminbi on that day would have resulted in a decrease 

(increase) of approximately $66,000 in accumulated other comprehensive income. The Company does not 

anticipate significant impact of foreign currency translation on earnings unless significant transactions denominated 

in currencies other than functional currencies take place. 

 

Interest rate risk 

 

The Company’s interest rate risk mainly arises from the interest rate impact on its interest income derived from 

U.S. Dollar, Canadian Dollar and Chinese Renminbi cash and deposits.  The Company’s policy is to receive interest 

based on market rates, and, where necessary, to borrow at fixed rates although as at June 30, 2011, the Company 

had no outstanding debt.  Based on the balances of cash and cash equivalent and short-term investments as at June 

30, 2011, other things being equal, a 1% increase (decrease) in the interest rate on that day would have resulted in 

an increase (decrease) of approximately $231,000 in earnings before income taxes. 

 

Liquidity Risk 

The Company has been keeping its cash resources in highly liquid short term investment such as guarantee 

investment certificates offered by major Canadian financial institutions and monitors its cash spending not to 

exceed available cash resources. 

Commodity price risk 

 

The phosphate rock mining and integrated fertilizer projects in China are exposed to fluctuations in commodity 

prices like MAP fertilizer, P-rock, sulphuric acid, ammonia, etc. Management has recognized these risks and 

monitor closely the impact of the commodity price fluctuations on the recoverability of project investment. 

 

 

12.  Financial instruments by category 

The Company classifies its financial instruments in the following categories: at fair value through profit and loss, 

loans and receivables, available-for-sale and other financial liabilities. The classification depends on the purpose for 

which the financial assets or liabilities were acquired. Management determines the classification of financial assets 

and liabilities at initial recognition. Where the Company expects to realize the asset or discharge the liability within 

twelve months, it is recorded as a current asset or liability; otherwise, it is recorded as a long-term asset or liability. 

 

Financial assets and liabilities at fair value through profit and loss are considered to be held for trading. A financial 

asset or liability is classified in this category is acquired principally for the purpose of selling or redeeming in the 

short-term. Derivatives are included in this category unless they are designated as hedges.  

 

Financial assets and liabilities carried at fair value through profit and loss are initially recognized at fair value and 

are subsequently re-measured to their fair value at each statement of financial position date. Realized and unrealized 

gains and losses arising from changes in the fair value of these financial assets or liabilities are included in the 

statement of income in the period in which they arise. 
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. 

 

Available-for-sale financial assets are non-derivatives that are either designated as available for sale or not classified 

in any of the other categories.  Available-for-sale assets are initially recorded at fair value plus transaction costs and 

are subsequently carried at fair value. Unrealized gains and losses arising from changes in the fair value of non-

monetary assets classified as available-for-sale are recognized in other comprehensive income. 

 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 

an active market. They are classified as current assets or non-current assets based on their maturity date. The 

Company classifies its other receivables and cash and cash equivalents in the interim consolidated balance sheets, as 

loans and receivables. Loans and receivables are initially recognized at fair value and subsequently carried at 

amortized cost less any impairment. 

 

Other financial liabilities are recognized initially at fair value, net of transaction costs incurred, and are subsequently 

stated at amortized cost. Any difference between the amounts originally received (net of transaction costs) and the 

redemption value is recognized in the statement of income over the period to maturity using the effective interest 

method. 

  

 Three levels of the fair value hierarchy are classified 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 or 

     indirectly; 

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

 

Financial instruments of the Company are summarized as follows: 
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 ( * ) The carrying amount of accounts receivable, accounts payable and accrued liabilities approximates fair 

       value due to their short term nature.   

 

 

 

13.   Commitments 

In October 2009, the Company entered into a five-year office lease agreement commencing October 1, 2010 to share 

office space and related costs with another company.  A summary of the Company’s commitment in the next five 

years is as follows: 

 

 

14.  First-time adoption of IFRS 

IFRS1 First-time adoption of International Financial Reporting Standards, which governs the first time adoption of 

IFRS, in general requires accounting policies to be applied retrospectively to determine the opening statement of 

financial position at the Company’s transition date of January 1, 2010, and allows certain exemptions from 

retrospective application on the transition to IFRS.   
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A reconciliation of assets, liabilities, equity and comprehensive loss of the Company from those reported under 

Canadian GAAP to IFRS at January 1, 2010, December 31, 2010 and March 31, 2010 were disclosed in Note 17 of the 

condensed interim consolidated financial statements for the period ended March 31, 2011. 

 

The adoption of IFRS has had no impact on the net cash flows of the Company.  The changes made to the consolidated 

statements of loss and comprehensive loss and deficit and to the consolidated balance sheets have resulted in 

reclassification of various amounts on the statements of cash flows, however as there have been no changes to the net 

cash flows no reconciliations have been prepared. 

The main differences between Canadian GAAP and IFRS are identified as follows: 

[a] Functional currency and foreign currency translation 
 

Under Canadian GAAP, the functional currency or the currency used for daily transactions was the Canadian dollar.  

Under IFRS, the functional currency of YMC and YSC is designated as Chinese RMB.  

 

Consequently, as at January 1, 2010, the balance of property, plant and equipment under IFRS was $854,734 less than 

the balance under Canadian GAAP.  The balance of accounts payable and accrued liabilities was $2,082 more under 

IFRS than the balance under Canadian GAAP.   

 

The Company has elected to reset the unrealized foreign currency translation amount from previous functional 

currency to reporting currency to nil at January 1, 2010.  Consequently the accumulated other comprehensive income 

("AOCI") was set to zero at January 1, 2010 and the AOCI balance of $4,908,340 was recorded as a credit to deficit.  

Subsequent AOCI balance reflects the unrealized foreign exchange gain (loss) from translation of functional 

currencies to the US$ presentational currency cumulative from January 1, 2010. 

[b] Investment in affiliate 

 

Under Canadian GAAP, the Company accounted for the investment in YMC as a variable interest entity and the 

Company consolidated the accounts of YMC to December 31, 2010.  Under IFRS, the investment in the Company's 

affiliate YMC is accounted for using the equity method from May 7, 2010 when Spur lost Board control of YMC.  At 

the date Board control was lost; Spur derecognized the assets and liabilities of YMC and recorded the investment in 

YMC at its fair value.  The fair value of the Company’s investment in YMC has been estimated by management 

taking into account the estimated fair value of the property, plant and equipment and other assets of YMC less the fair 

value of its liabilities.  Accordingly, YMC assets such as cash, prepaid expenses, property, plant & equipment, 

accounts payable and accrued liabilities, and expenses such as depreciation and mineral property costs were no longer 

consolidated with the Company's accounts (see Note 4). 

 

In addition, certain inter-company balances and transactions such as the disputed $6,166,791 payable to YMC by YSC 

which is not guaranteed by Spur (see Note 4e), that were previously eliminated on consolidation, have been recorded 

as a separate line item in the accounts of the Company.    

 

[c] Non-controlling interest 

 

Under Canadian GAAP, losses were no longer attributed to the non-controlling interest once the equity interest was 

reduced to nil, unless the non-controlling interest had guaranteed the losses.  Under IFRS, the non-controlling 

interest’s share of losses continue to be allocated to the non-controlling interest regardless of whether the non-

controlling interest has guaranteed the losses of the entity or not . 
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14.1 Reconciliation between the Canadian generally GAAP and IFRS consolidated statements of changes in 

equity at June 30, 2010  
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14.2 Reconciliation of loss and comprehensive loss 
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15.  Subsequent events 

 

The Company announced on August 3, 2011 that the Central Ministry of Land and Resources (“MOLAR”) in Beijing 

has formally approved the transfer of the mining licenses for the Shukongping and Dianziping phosphate deposits 

from Spur’s joint venture partner, Hubei Yichang Phosphate Chemical Company (“YPCC”) to Yichang Maple Leaf 

Chemicals (“YMC”).   


