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NOTICE  
 

The accompanying unaudited interim consolidated financial statements of 

Spur Ventures Inc. (ñthe Companyò) have been prepared by and are the 

responsibility of the Companyôs management. The Companyôs 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 entityôs 

auditor.
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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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The accompanying notes are an integral part of these interim consolidated financial statements. 
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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 an integrated compound fertilizer production facility and develop the Dianziping 

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

Initially Spur could earn a 90% interest in YMC, while YPCC could earn the remaining 10% interest.  The 

initial JV interests of each partner reflected the initial expected contributions to the Registered Capital of the JV, 

with YPCC required to contribute the mining licenses in respect of the deposits and Spur to contribute the 

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 contributions of $23.3 million 

(RMB158.2 million) registered capital as of August 2005 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  

The Shukongping mining license expired on October 9, 2009 and in April 2010 was extended to October 9, 

2011.  The Dianziping mining licence is valid until February 2014.  

In April 2010, the YMC Business License expiry date was extended by Hubei Administration for Industry and 

Commerce (ñHubei AICò) from November 24, 2009 to October 31, 2010.   

An updated mining plan and current valuation of the deposits, in accordance with new requirements of 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.  

On May 6, 2010 a modified JV Agreement was approved by the Chinese government granting YPCC the option 

to earn a 51% equity ownership in YMC (taking into account previous contributions to YMC).  In order to earn 

the 51% interest YPCC is required to:  

1. Transfer the Dianziping and Shukongping mines to YMC at a deemed value, for purposes of determination 

of Registered Capital under Chinese laws, of  $52 million (RMB 353 million);  and  

2. Contribute approximately $2.5 million (RMB 17 million) in cash.  
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The new Registered Capital amount is established at $117.7 million (RMB 798 million) instead of the previous 

$168.1 million (RMB 1.14 billion).  Spur BVI  can earn a 49% equity ownership in YMC, taking into account 

previous contributions to YMC of $23.5 million (RMB 159.6 million), and is required to contribute $34.1 

million (RMB 231.4 million) in order to earn this equity interest.  Under the terms of the original YMC joint 

venture agreement signed in November 2003, Spur BVI would have been required to contribute a total of $152 

million (RMB 1.03 billion) to earn a 90% equity ownership. 

Both YPCC and Spur BVI are required to complete their respective Registered Capital contributions by August 

31, 2010 to earn their 51% and 49% equity interest in YMC.  If YPCC or Spur BVI fails to contribute the 

Registered Capital before the August 31, 2010 due date, a daily penalty at a daily rate of 0.06% of unpaid 

Registered Capital may be assessed by the Chinese authorities.  If either YPCC or Spur BVI fails to contribute 

within 6 months after the August 31, 2010, the party not in default has the right to terminate the modified JV 

agreement and to seek damages from the party in default for losses.  Finally the parties may enter into binding 

arbitration in Hong Kong. 

 

On May 7, 2010 YMCôs 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.  Under 

Chinese regulations, the formal process for YPCC to assume full control of YMC requires an external audit of 

YMC and YPCC has given notice to Spur that it wishes to proceed with this audit as soon as possible. 

 

YMC continues to be accounted for as a variable interest entity (VIE) and thus the Company is still 

consolidating its 90% interest in YMC as the Company remains the primary beneficiary as defined by CICA 

Handbook Accounting Guideline AcG-15 (ñAcG 15).  

   

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

(Note 7) and land use rights (Note 8), 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, 
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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 

There are three CICA accounting standards issued in January 2009 and adopted by the Company on January 1, 

2010, 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.  

 

3 Significant Accounting Policies 

The accompanying interim consolidated financial statements have been prepared in accordance with Canadian 

generally accepted accounting principles (ñGAAPò). These interim consolidated financial statements do not 

include all disclosures required under Canadian GAAP for annual audited financial statements. Accordingly, 

they should be read in conjunction with the notes to the Companyôs audited consolidated financial statements 

for the year ended December 31, 2009.  

The Company has used the same accounting policies as disclosed in the audited financial statements included in 

the Companyôs latest annual report. 

The preparation of the interim 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, as a result of challenges facing the Company at its Chinese subsidiaries.  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 interim consolidated financial statements. 
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4 Cash and cash equivalents 

Cash and cash equivalents consist of deposits with major Canadian financial institutions and Chinese banks. 

Details of the deposits are as follows:  

 

 

5     Short-term deposits 

Short-term deposits consist of Canadian Dollar Guaranteed Investment Certificates (GICs) in Canada with 

maturities at inception over 90 days but less than one year. Details of the GICs are as follows:  

 

 

6    Marketable securities 

During 2009, the Company received 750,000 shares of a natural resource company, the shares of which 

commenced trading on the Toronto Stock Exchange on January 4, 2010.  These shares were received as 

consideration in respect of a $326,433 (CDN$350,000) loan provided to a junior mining company listed on the 

TSX Venture exchange.  The loan was outstanding for a period from April 6, 2009 to November 4, 2009.  These 

shares were sold for $486,620 (CDN$509,296) in January 2010.  

 


