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CEMATRIX CORPORATION

Management’s Responsibility for Financial Reporting and Notice of No Auditor
Review of the Interim Financial Statements for the Quarter Ended September 30, 2010

To the Shareholders:
CEMATRIX CORPORATION

Management has responsibility for preparing the accompanying consolidated financial statements. This
responsibility includes selecting appropriate accounting principles and making objective judgments and estimates in
accordance with Canadian generally accepted accounting principles.

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements,
management designs and maintains the necessary accounting systems and related internal controls to provide

reasonable assurance that transactions are authorized, assets safeguarded and proper records maintained.

It is the responsibility of the Audit Committee to review the consolidated financial statements in detail with
management prior to their approval of the consolidated financial statements for publication.

The Company’s independent auditor, Meyers Norris Penny LLP, has not performed a review of these consolidated
financial statements.

November 18, 2010

Signed “Bruce McNaught” Chief Financial Officer
Bruce McNaught, CA




CEMATRIX CORPORATION

Consolidated Balance Sheets
As at September 30, 2010 (unaudited) and December 31, 2009 (audited)
Canadian Dollars

2010 2009
ASSETS
Current Assets
Cash $ 2828 % 110,310
Restricted cash (note 8) 9,585 -
Trade and other receivables (note 6) 741,225 179,347
Inventory 406,573 440,719
Prepaid expenses and deposits 70,843 59,596
Total Current Assets 1,231,054 789,972
Non Current Assets
Property and equipment 1,301,548 1,371,109
Intangibles 465,116 465,116
Total Non Current Assets 1,766,664 1,836,225
Total Assets $ 2,997,718 $ 2,626,197
LIABILITIES
Current liabilities
Bank overdraft $ 12352 S -
Bank operating loan (note 18) 450,000 -
Trade and other payables (note 7) 472,279 231,319
Current portion of long term debt (note 8) 239,425 98,880
Current portion of capital lease obligations 32,413 40,231
Total Current Liabilities 1,206,469 370,430
Non Current Liabilities
Long term debt (note 8) 328,718 123,561
Capital lease obligations 68,086 63,247
Total Non Current Liabilities 396,804 186,808
Total Liabilities 1,603,273 557,238
Going concern assumption (note 2)
SHAREHOLDERS’ EQUITY
Share capital 7,160,015 7,160,015
Share purchase warrants (notes 8 and 9) 88,877 -
Contributed Surplus 643,818 596,179
Deficit (6,498,265) (5,687,235)
Total Shareholders’ Equity 1,394,445 2,068,959
Total Shareholders’ Equity and Liabilities $ 2,997,718 $ 2,626,197

Approved on behalf of the Board

Signed “Kirby Cox” Director

Signed “Jeffrey Kendrick” Director

The accompanying notes are an integral part of these consolidated financial statements.
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CEMATRIX CORPORATION
Consolidated Statements of Loss and Comprehensive Loss

For the third quarter and nine months ending September 30 (unaudited)
Canadian Dollars

Three months ended Nine months ended

September 30, September 30,
2010 2009 2010 2009

Revenue (note 10) $ 967,284 $ 933,084 $ 1,928,181 $ 2,462,713
Cost of sales (note 11) 636,886 677,015 1,465,194 1,852,202
Gross margin 330,398 256,069 462,987 610,511
Operating expenses

General & administrative 146,675 132,291 472,275 501,654

Sales, marketing and engineering 150,992 203,060 511,980 707,204

Stock-based compensation (note 12) 11,093 8,040 47,639 24,120

Depreciation and amortization (note 13) 45,924 65,132 120,314 165,350
Total operating expenses 354,684 408,523 1,152,208 1,398,328
Operating loss (24,286) (152,454) (689,221) (787,817)
Finance costs (note 14) (45,936) (7,212) (121,590) (19,899)
Non-operating income (expenses) (158) (334) (219) (9,776)
Net loss before income taxes (70,380) (160,000) (811,030) (817,492)
Income taxes - - - -
Net loss and comprehensive loss for the period $ (70,380) $ (160,000) $  (811,030) $ (817,492)
Loss per common share (note 15)

Basic $ (0.002) $ (0.005) $ (0.024) $ (0.024)

Fully Diluted (0.002) (0.005) (0.024) (0.024)
Weighted average number of common shares

(note 15)

Basic 33,465,994 33,465,994 33,465,994 33,465,994

Fully Diluted 33,465,994 33,465,994 33,465,994 33,465,994

The accompanying notes are an integral part of these consolidated financial statements.
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CEMATRIX CORPORATION

Consolidated Statements of Shareholders’ Equity
For the nine months ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)
Canadian Dollars

Share

Share Purchase Contributed

Capital Warrants Surplus Deficit Total
Balance at December 31, 2008 $ 7,160,015 - 564,019 (4,377,431) 3,346,603
Stock based compensation - - 32,160 - 32,160
Loss for the year (1,309,804) (1,309,804)
Balance at December 31, 2009 7,160,015 - 596,179 (5,687,235) 2,068,959
Issue of share purchase warrants
(notes 8 and 9) - 88,877 - - 88,877
Stock-based compensation (note
12) - - 47,639 - 47,639
Loss for the period - - - (811,030) (811,030)
Balance at September 30,2010 $ 7,160,015 $ 88,877 $ 643,818 $ (6,498,265) $ 1,394,445

The accompanying notes are an integral part of these consolidated financial statements.
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CEMATRIX CORPORATION
Consolidated Statements of Cash Flows

For the third quarter and nine months ending September 30 (unaudited)
Canadian Dollars

Three months ended Nine months ended
September 30, September 30,
2010 2009 2010 2009
Cash provided by (used in):
Operating activities
Net loss for the period $ (70,380) $ (160,000) $ (811,030) $ (817,492)
Add (deduct) non-cash items
Depreciation and amortization (note 13) 45,924 65,132 120,314 165,350
Stock-based compensation expense (note 12) 11,093 8,040 47,639 24,120
Accretion expense on subordinated secured
debentures (note 8 and note 14) 23,298 - 61,276 -
Expense technology license - - - 27,718
9,935 (86,828) (581,801) (600,304)
Net change in non-cash working capital items
(note 16) (398,769) 21,328 (298,019) 288,122
(388,834) (65,500) (879,820) (312,182)
Investing activities
Purchase of property and equipment (638) (49,859) (20,549) (244,913)
Financing activities
Increase in bank operating loan 435,000 - 450,000 -
New AFSC loan - - - 200,000
Proceeds from subordinated secured
debentures (note 8) - - 444,384 -
Repayments of AFSC loans (45,998) (47,134) (45,998) (47,134)
Repayments of subordinated secured
debentures (note 8) (19,677) - (25,083) -
Restricted cash (note 8) 9,742 - (9,585) -
Repayment of capital lease obligations (12,929) (9,684) (33,183) (57,313)
366,138 (56,818) 780,535 95,553
Decrease in cash (23,334) (172,177) (119,834) (461,542)
Cash, beginning of period 13,810 192,437 110,310 481,802
Cash, end of period $ (9,524) $ 20,260 $ (9,524) $ 20,260
Cash
Cash $ 2,828 $ 20,260 $ 2828 % 20,260
Bank overdraft (12,352) - (12,352) -
Cash, end of period $ (9,524) $ 20,260 $ (9,524) $ 20,260
Finance costs paid during the period $ 29,381 $ 12,445 $ 49,078 $ 19,004

The accompanying notes are an integral part of these consolidated financial statements.
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CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

1.

2.

3.

Corporate information

CEMATRIX Corporation (“CEMATRIX” or the “Company”) is a limited company incorporated in the province of
Alberta, Canada whose common shares are publicly traded on the TSX venture exchange under the symbol
“cvx.V”. It is domiciled in Canada with its registered office at 5440 53 rd Street S. E., Calgary, Alberta, Canada.

Through its wholly-owned subsidiary, CEMATRIX (Canada) Inc., the Company is a manufacturer and supplier of
cellular concrete products with applications in a variety of markets. The current market focus is in the oil and gas
sector in Western Canada and infrastructure construction in Western Canada and Ontario Canada and in the
United States.

These consolidated financial statements are presented in Canadian dollars because that is the currency of the
primary economic environment in which the Company operates.

Going concern assumption

The consolidated financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The Company has
accumulated losses amounting to $6,498,265 at September 30, 2010 (as at December 31, 2009 - $5,687,235).
Cash flows from operations, before the net change in non-cash working capital items, was negative $581,801
for the nine months ended September 30, 2010 compared to negative $600,304 for the same period in 2009.
The Company’s ability to continue as a going concern is dependent upon its ability to generate sufficient cash
flow to meet its obligations as they come due, to obtain additional financing as may be required, and ultimately
to obtain successful operations. However, no assurance can be given at this time as to whether the Company
will achieve any of these conditions. These consolidated financial statements do not include any adjustments
relating to the recoverability and classification of recorded asset amounts or the amounts and classification of
liabilities that might be necessary should the Company be unable to continue as a going concern for a
reasonable period of time.

Significant accounting policies

The consolidated financial statements of CEMATRIX have been prepared in accordance with Canadian
generally accepted accounting principles as issued by the Canadian Institute of Chartered Accountants
(“CICA”). The accounting policies applied are consistent with those outlined in CEMATRIX’s annual audited
consolidated financial statements for the year ended December 31, 2009, except as described in note 4. These
consolidated financial statements reflect all normal recurring adjustments that are, in the opinion of
management, necessary to present fairly the financial position and results of operations for the respective
periods. These consolidated financial statements do not include all disclosure required in the annual
consolidated financial statements and should be read in conjunction with the 2009 audited consolidated financial
statements.

In preparing these consolidated financial statements, CEMATRIX, is required to make estimates and
assumptions that affect the amount and timing of recording assets, liabilities, revenues and expenses as the
determination of these items may be dependent on future events. The Company uses the most current
information available and exercises careful judgment in making these estimates and assumptions. In particular,
in the quarter ended September 30, 2010 the Company had to estimate the amount of the subordinated secured
debentures (note 8) that are repayable within the next twelve months. The subordinated secured debentures are
repayable on a quarterly basis based on a fixed percentage of cash revenues collected in the particular quarter.
In order to estimate the amount that would be required to be repaid over the twelve months following September
30, 2010, management was required to forecast future revenues and the cash collection of this future revenue.
Management believes that the estimates are reasonable; however, actual results could differ from these
estimates.




CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

Significant accounting policies (continued)

In the opinion of management, these consolidated financial statements have been prepared within reasonable
limits of materiality and within the framework of the Company’s significant accounting policies.

Changes in accounting policies
The Company’s accounting policies are consistent with those of the previous financial year.
Seasonal nature of the business

The results of the Company for the nine month periods ending September 30, 2010 and September 30, 2009
are not necessarily indicative of the results that may be expected for the full year due to seasonal variations in
revenue levels. Typically, the Company’s sales follow the construction season in Canada and as a result a
significant portion of the annual sales occur between the latter part of the second quarter and the first part of the
fourth quarter.

Trade and other receivables

Trade and other receivables consist of the following components as at September 30, 2010 and December 31,
2009:

2010 2009
Trade receivables $ 675,220 $ 177,035
Holdbacks not yet billable 49,707 -
Other receivables 16,298 2,312
$ 741,225 $ 179,347

Trade receivables are non-interest bearing and are generally on 30 day terms subject to standard ten percent
construction holdbacks on most of its sales over $100,000. The Company has historically experienced minimal
customer defaults on its trade receivables including holdbacks. Holdbacks are generally collectible forty-five
days after completion of the work performed by the Company, however holdbacks can be outstanding much
longer, if the holdback release is tied to the completion of the entire project by the general contractor. The
Company is normally a subcontractor to the general contractor and only completes a portion of the total work to
be completed by the general contractor and accordingly certain holdbacks can be outstanding for up to a year or
more. The aging of the trade receivables that were past due but not impaired and the amount of the holdback
amounts billed and included in trade receivables were as follows as at September 30, 2010 and December 31,
2009:

Trade Receivables Aging Holdback Amounts Included

2010 2009 2010 2009
1-30 days $ 638,101 $ 91,815 % - $ -
30-60 days 37,119 79,452 - 76,709
61-90 days - 5,677 - 5,677
Greater than 90 days - 91 - 91
$ 675,220 $ 177,035 $ - $ 82,477




CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

7. Trade and other payables

Trade and other payables consist of the following components as at September 30, 2010 and December 31,

2009:
2010 2009
Trade payables $ 299,564 $ 88,148
Accruals 147,777 118,744
Payroll remittance and goods & services tax 24,938 24,427
$ 472,279 $ 231,319
8. Long term debt

Long term debt at September 30, 2010 and December 31 2009 is outlined below:

Interest

Maturity rate 2010 2009
Agricultural Financial Services Corporation —loan 1 Dec. 2010 6.54% $ 32,587 $ 62,633
Agricultural Financial Services Corporation — loan 2 Dec. 2013 5.82% 143,856 159,808
Subordinated secured debentures Jan. 2013 12.00% 391,700 -
568,143 222,441
Less current portion (239,425) (98,880)

$ 328,718 $ 123,561

AFSC loans

Loan 1

During 2005, the Company borrowed $300,000 from the Agricultural Financial Services Corporation (“AFSC”)
(“AFSC Loan 1”) to be used to complete the acquisition of equipment with an original cost of $571,500. The
Company renewed this loan in December of 2008 for an additional two year period. The renewal term includes
monthly principal and interest payments of $10,974 commencing July 1, 2009. Certain of the executive
managers together with a consultant/shareholder of the Company have each provided personal guarantees,
which are covered by life insurance.

Loan 2

During 2009, the Company borrowed $200,000 from the AFSC (“AFSC Loan 2”) to be used for the acquisition
and construction of equipment at a cost of $200,000. The term includes monthly principal and interest payments
of $7,565 commencing July 1, 2009.

The monthly payments on the AFSC loans run from July to December each year. The loans are secured by
equipment and a General Security Agreement. The net book value of the equipment used as security at
September 30, 2010 is $1,171,344 (December 31, 2009 - $1,248,764).

Repayments of the AFSC loans for the quarter and nine months ended September 30, 2010 were $45,998, and
$45,998 respectively ($47,134 and $47,134 for respective periods in 2009). Principal repayments of the AFSC
loans for the twelve months following the quarter ended September 30, 2010 are as follow: 2010/11 - $70,425;
2011/12 - $40,089; 2012/13 - $42,474; 2013/14 - $23,455.

Finance costs during the quarter and the nine months ending September 30, 2010 include interest on the AFSC
loans in the amount of $2,879 and $9,359 respectively ( 2009 - $4,208 and $10,337 respectively).




CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

8. Long term debt (continued)
Subordinated secured debentures

On January 22, 2010, the Company completed a private placement (the “Private Placement”) of 100 units
(individually, a “Unit”) to certain subscribers at a subscription price of $5,000 per Unit, for aggregate gross
proceeds of $500,000. Each Unit was comprised of a $5,000 subordinated secured debenture (individually, a
“‘Debenture”) and 10,000 share purchase warrants (individually, a “Warrant”). Each whole Warrant entitles the
holder to purchase one common share of the Company.

Each Debenture will mature 3 years after the issuance thereof, subject to early repayment. Three percent of the
cash revenues received by the Company and its subsidiaries during each three month period (a “Quarter”)
ending after the closing date are to be paid by the Company against the principal amounts owing under the
Debentures. For each Debenture held, the holder thereof will be entitled to a quarterly distribution of $150 so
long as any of the principal amounts owing under the Debentures are outstanding within thirty days of a Quarter
end. Notwithstanding that the principal amounts owing under the Debentures are paid back prior to the expiry of
the three year term, and subject to compliance with all applicable laws, each holder of a Debenture will be
entitled to a minimum of six quarterly distributions and: (i) should re-payment of the principal amount owing
under the Debentures occur between months 19 and 24 months after the issuance of the Debentures, a holder
of Debentures shall be entitled to one additional distribution of $150 above and beyond their quarterly
distributions for each Debenture held; or (ii) should re-payment of the principal amount owing under the
Debentures occur between months 25 and 36 after the issuance of the Debentures, a holder of Debentures
shall be entitled to two additional distributions of $150 above and beyond their quarterly distributions for each
Debenture held.

Each Warrant issued pursuant to the Private Placement shall be exercisable for a term of three years at an
exercise price of $0.15. If the average closing trading price of the Common Shares on the TSX Venture
Exchange Inc. or other recognized exchange is equal to or greater than $0.30 for a period of 60 consecutive
days, the Company shall have an option at its sole discretion to provide a written notice to accelerate the expiry
(the “Acceleration Notice”) advising the Warrant holders that they shall have 21 days following the date of the
Acceleration Notice to exercise their Warrants and any unexercised Warrants after the expiry of the 21st day
following the Acceleration Notice shall expire with no further rights and privileges attached thereto.

For accounting purposes, the Private Placement has a liability and an equity component, which are separately
presented in the consolidated balance sheet. The $500,000 face value of the Private Placement has been
allocated to the liability and equity components proportionately based on their respective fair values. The fair
value of the liability component was determined by discounting the future stream of interest and principal
payments at an appropriate borrowing rate to the Company. The fair value of the Warrants was measured using
the Black-Scholes option pricing model, assuming a risk free interest rate of 1.7%, no dividend, and a volatility
factor of 364% and such fair value was credited to Warrants within Shareholders’ Equity. As a result, the
Company allocated $400,000 to debt and $100,000 to equity. The transaction costs relative to the Private
Placement were $55,616 and these have been charged to both the value of the Debentures and the Warrants
based on their respective fair value determinations.

The fair value of the Debentures, as determined above, and after the allocation of transaction costs, was
$355,507. For accounting purposes, an accounting entry is recorded each period to accrete the recorded
amount to the full value of the repayment obligation of $500,000 over its expected life. This is reflected in
finance costs (see note 14) as “accretion expense on subordinated secured debentures”. This expense has no
current period impact on the Company’s cash position.

Repayments of the Debentures are to be made quarterly from the date of issue based on 3% of revenues
collected related to revenues earned subsequent to the closing date. Repayments in the quarter and nine
months ending September 30, 2009 were $19,677 and $25,083 respectively. At September 30, 2010, the 3% of
related revenue collected and held for repayment amounted to $9,585 and this has been reported as restricted




CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

8.

10.

Long term debt (continued)

cash on the consolidated balance sheet. Total revenues from the date of issue to September 30, 2010 are
$1,844,131 and 3% of this amount has been or will be used for repayments of the Debentures as it is collected
in future periods. As at September 30, 2010 the Company has estimated the amount of the Debentures that will
be repaid within the next twelve months to be $169,000. In order to estimate this amount, management was
required to forecast future revenues and the cash collection of this future revenue. In the third quarter of 2010,
the Company increased its estimate for future cash revenue collections over the next twelve months from
$137,000 reported as at June 30, 2010. Management believes that the estimates are reasonable; however,
actual results could differ from these estimates.

Finance costs related to the Debentures during the quarter and nine months ended September 30, 2010

amounted to $38,298 and $102,776 respectively. This included a non-cash accretion expense of $23,298 and
$61,276, respectively.

Share purchase warrants

On January 22, 2010, the Company completed the Private Placement of Debentures and Warrants. The details
of the issue and the accounting treatment are described in note 8.

The following table summarizes the changes in Warrants during the nine months ended September 30, 2010
and the year ended December 31, 2009:

Number 2010 Number 2009

Of Warrants $ Amount Of Warrants $ Amount

Share purchase warrants, beginning of period -8 - - $ -
Issue of share purchase warrantsq 1,000,000 88,877 - -
Share purchase warrants end of period 1,000,000 $ 88,877 - $ -

(1) The fair value determined per Note 8 of $100,000 less the allocated transaction costs of $11,123.

The following table summarizes the Warrants to acquire common shares of the Company at September 30,
2010:

Exercise Price Weighted average

Issue Date Number Warrants A
$ remaining life (years)

Expiry Date

January 22, 2010 1,000,000 0.15 2.32  January 22, 2013

Revenue

Revenue consists of the following components for the quarter and nine months ending September 30, 2010 and
20009:

Three months ended September 30, Nine months ended September 30,

2010 2009 2010 2009

Manufacture of cellular concrete $ 964,784 $ 902,396 $ 1,923,681 $ 2,376,310
Equipment rental and other 2,500 30,688 4,500 86,403
$ 967,284 $ 933,084 $ 1,928,181 $ 2,462,713

-10 -



CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

11. Cost of sales

Cost of sales consists of the following components for the quarter and nine months ending September 30, 2010
and 2009:

Three months ended Nine months ended
September 30, September 30,

2010 2009 2010 2009

Manufacture of cellular concrete
Materials $ 366,888 $ 361,816 $ 798,327 $ 975,644
Direct labour 95,030 115,868 252,639 318,032
Variable expenses 91,534 98,875 203,454 216,269
Fixed overhead 82,434 95,457 208,274 304,385
635,886 672,016 1,462,694 1,814,330
Equipment rental and other 1,000 4,999 2,500 37,872
$ 636,886 $ 677,015 $ 1,465,194 $ 1,852,202

12. Stock-based compensation

The Company has an option plan for the issue of up to 10% of the issued and outstanding common shares of
the Company. All options that are outstanding will expire upon maturity, or earlier, if the optionee ceases to be a
director, officer, employee or contractor or there is a merger, amalgamation or change in control of the
Company. The purpose of the option plan is to reward and retain directors, management and contractors
important to the continued operation and growth of the Company.

On February 5, 2010 the Company granted stock options to the Howard Group to enable it to acquire 300,000
common shares of the Company at an exercise price of $0.12. These stock options will vest as to one quarter
every three months from the date of grant and expire three years from the date of grant. The Howard Group
have been contracted to provide an investor and financial relations program commencing July 1, 2010, or at
such other date as agreed to by both parties, until July 31, 2011.

On March 16, 2010 the Company granted stock options to a new director to enable him to acquire 150,000
common shares of the Company at an exercise price of $0.30. These stock options will vest as to one third
immediately and one third on the first and second anniversary date of the grant and expire in five years.

At September 30, 2010 a total of 2,712,500 stock options to purchase common shares (December 31, 2009:
2,370,825) were issued and are outstanding to directors, consultants and managers of the Company. At
September 30, 2010, the Company had 634,099 shares reserved for the issuance of stock options (December
31, 2009 - 975,774).

All options issued prior to 2008 vested at the date of grant or have vested. Options issued to employees and
directors subsequent to 2008 vest as to one third immediately on grant and one third on each of next two
anniversary dates. The options to the Howard Group vest as described previously.

-11 -



CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

12. Stock-based compensation (continued)

The following table summarizes the options to acquire common shares outstanding as at September 30, 2010:

Grant Date Number Options Exercise Price Weighted average Expiry Date

$ remaining life (years)
April 11, 2006 1,150,000 0.30 0.53 April 11, 2011
June 1, 2007 100,000 0.30 1.67 June 1, 2012
July 27, 2007 112,500 0.35 1.82 July 27, 2012
August 13, 2008 600,000 0.30 2.87 August 13, 2013
December 1, 2008 300,000 0.10 3.17 December 1, 2013
February 5, 2010 300,000 0.12 2.35 February 5, 2013
March 16, 2010 150,000 0.30 4.46 March 16, 2015

2,712,500

The following table summarizes the changes in options for the nine months ended September 30, 2010 and the
year ended December 31, 2009:

2010 2009

Number of Weighted Number of Weighted

Options average price Options average price

Outstanding at beginning of period 2,370,825 $0.28 2,570,825 $0.28
Granted 450,000 0.26 - -
Expired (108,325) 0.30 (200,000) 0.30
Outstanding at end of period 2,712,500 0.26 2,370,825 0.28
Exercisable at end of period 2,362,500 $0.27 2,070,825 $0.27

There are 350,000 options that have not vested as at September 30, 2010 (December 31, 2009 - 300,000
options).

Stock-based compensation for the quarter and nine months ended September 30, 2010 of $11,093 and
$47,639, respectively (2009 - $8,040 and $24,120) was calculated using the Black-Scholes option pricing model
and recognized as an expense during the quarter and nine months ended September 30, 2009. Stock-based
compensation expense has no current period impact on the Company’s cash position.

At the date of grant, the per share fair value of the options granted and other assumptions, using the Black-
Scholes option pricing model are as follows:

2010 2009
Estimated per share fair value per option $0.05 - $0.12 -
Risk-free interest rate 1.6% - 2.75% -
Expected life 1.48 —5years -
Expected volatility in stock price 166% - 375% -
Expected annual dividend yield nil -
Estimated forfeiture rate 0% - 25% -

-12 -



CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

13. Depreciation and amortization

The depreciation and amortization costs incurred for the quarter and nine months ended September 30, 2010
and 2009 are as follows:

Three months ended Nine months ended
September 30, September 30,
2010 2009 2010 2009
Property and equipment $ 45924 $ 45872 $ 120,314 $ 107,570
Intangibles - 19,260 - 57,780

$ 45924 $ 65132 $ 120,314 $ 165,350

14. Finance costs

The finance costs incurred for the quarter and nine months ended September 30, 2010 are as follows:

Three months ended Nine months ended
September 30, September 30,
2010 2009 2010 2009
Interest
AFSC loans $ 2879 $ 4208 $ 9,359 $ 10,337
Subordinated secured debentures 15,000 - 41,500 -
Capital leases 2,510 2,809 6,737 9,367
Other 2,249 195 2,718 195
22,638 7,212 60,314 19,899

Accretion expense on subordinated secured
debentures (note 8) 23,298 - 61,276 -

$ 45936 $ 7212 $ 121590 $ 19,899

The accretion expense on the subordinated secured debentures has no current period impact on the Company’s
cash position.

15. Loss per share

The number of shares included in the computation of basic and diluted loss per share is as follows:

Three months ended Nine months ended
September 30, September 30,
2010 2009 2010 2009

Weighted average shares outstanding -

basic $ 33,465,994 $ 33,465,994 $ 33,465,994 $ 33,465,994
Effect of stock options - - -

Effect of share purchase warrants - - - -

$ 33,465,994 $ 33,465,994 $ 33,465,994 $ 33,465,994

The stock options and the share purchase warrants for the quarter and nine months ended September 30, 2010
and the stock options for the quarter and nine months ended September 30, 2009 have no dilutive effect as the
Company realized a net loss during the periods.

-13-



CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

16. Change in non cash working capital

The changes in non cash working capital items - asset (increase) decrease and liability increase (decrease) -
are outlined below for the quarter and nine months ended September 30, 2010 and 2009.

Three months ended Nine months ended
September30, September 30,
2010 2009 2010 2009
Trade and other receivables $ (674,969) $ 134,730 $ (561,878) $ 191,353
Inventory 6,606 (51,249) 34,146 (94,779)
Prepaid expenses and deposits 8,409 38,078 (11,247) 83,985
Trade and other payables 261,185 (100,231) 240,960 107,563

$ (398,769) $ 21,328 $ (298,019) $ 288,122

o Asset (increase) decrease and liability increase (decrease)

17. Related party transactions

In 2010, employees, directors and relatives of certain employees subscribed for $230,000 of the secured
subordinated debentures (note 8). Scheduled interest payments and repayments on the subordinated secured
debentures to these related parties in the third quarter of 2010 were $6,900 and $9,052, respectively ($13,800
and $11,539, respectively for the nine months ended September 30, 2010) There were no other significant
related party transactions and these were in the normal course of operations and measured at the exchange
rate.

18. Financial instruments

The Company has classified its financial instruments under the following classifications

0] Cash is classified as financial assets held for trading;
(i) Trade and other receivables are classified as loans and receivables;
(i) Trade and other payables and long term debt are classified as other financial liabilities.

The fair values of cash, trade and other receivables and trade and other payables approximate their carrying
values due to the relatively short periods to maturity of these instruments. The fair value of fixed interest rate
long term debt is determined by comparing the floating interest rate that the Company could obtain in the market
for debt with similar terms to its fixed rate debt. The fair value of long term debt approximate its carrying value.

The Company’s activities are exposed to a variety of financial risks: interest rate risk, credit risk, and liquidity
risk. The Company’s overall risk management program focuses on the unpredictability of financial and economic
markets and seeks to minimize potential adverse effects on the Company’s financial performance. Risk
management is carried out by financial management in conjunction with overall Company governance.

(a) Interest Rate Risk

The Company has a credit facility with a Canadian chartered bank which, when utilized by the Company,
provides loans that are subject to interest rate fluctuation. The Company had a balance outstanding for this
credit facility at September 30, 2010 of $450,000 and nil at December 31, 2009. Future cash flow
requirements could require the Company to utilize its line of credit to finance working capital for periods of
time and during these time periods it would be exposed to interest rate risk.
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Notes to the Consolidated Financial Statements
For the guarter ended September 30, 2010 (unaudited) and the year ended December 31, 2009 (audited)

18. Financial instruments (continued)

(b) Credit Risk
Financial instruments that subject the Company to credit risk consist primarily of trade receivables. The
Company manages credit risk using credit approval and monitoring practices. At September 30, 2010, 4
customers accounted for approximately 93% of trade receivables (at December 31, 2009, 3 customers
accounted for approximately 95% of trade receivables). (See Note 6 for details of credit policy and aging of
outstanding trade receivables at September 30, 2010 and December 31, 2009).

(c) Liquidity Risk

Liquidity risk management involves maintaining sufficient cash and cash equivalents and the availability of
funding through an adequate amount of committed credit lines. Due to the nature of the business, the
Company aims to maintain flexibility in funding by keeping committed credit lines available and limiting the
investment of available cash to short term risk free interest bearing deposits. At September 30, 2010, the
Company had access to $1,000,000 in bank operating line financing subject to advance restrictions on the
level of receivables and inventories. Based on these restrictions the actual operating line availability at
September 30, 2010 was $656,000 (December 31, 2009 $318,000). In the second quarter of 2010, the
Company's demand operating facility with a Canadian chartered bank was modified to provide $1,500,000
for the period from the first of July to the end of September and reducing to $1,000,000 on October 1, 2010.
The reduction of the line of credit was made to put it more in line with the Company’s seasonal business
cycle and cash flow requirements. The terms also allow for temporary increases above the established line
provided trade receivables are in place to support the higher loan level. At September 30, 2010 $450,000
was drawn down under this facility ($Nil at December 31, 2009).

19. Capital management

The Company’s current objective when managing capital is to increase the Company’s capital through growth in
earnings and to re-invest the earnings generated to facilitate the continued growth in the Company, in order to
provide an appropriate rate of return to shareholders in relation to the risks underlying the Company’s assets.

Management defines capital as the Company’s total shareholders’ equity, its long term debt and capital lease
obligations. The Board of Directors does not establish a quantitative return on capital for management, but
rather promotes year over year sustainable profitable growth. The consolidated capital structure of the Company
at September 30, 2010 and December 31, 2009 is as follows:

2010 2009
Long term debt (Note 8) $ 568,143 $ 222,441
Capital lease obligations 100,499 103,478
Total debt 668,642 325,919
Shareholders’ equity 1,394,445 2,068,959
Company’s managed capital $ 2,063,087 $ 2,394,878

The Company has a demand operating facility of $1,000,000. Under the facility, the bank will advance up to a
maximum of 75% of total trade receivables less than ninety days outstanding at the end of each month, net of
any priority claims plus 50% of inventories up to a maximum of $250,000. Interest on the facility is at prime plus
2.25%. The security provided includes a General Security Agreement over all of the assets of the Company.
Under the facility, the Company is required to maintain a debt to tangible net worth ratio of less than 1.75:1. The
loan balance at September 30, 2010 was $450,000 and December 31, 2009 was $Nil and the Company is in
compliance with the terms of the covenants.
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