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CEMATRIX CORPORATION

Consolidated Balance Sheets
As at

June 30, 2007 December 31,

(unaudited) 2006

Assets

Current
Cash 19,603 400,218
Accounts receivable (Note 5) 2,826,530 477,734
Inventory 388,427 339,853
Prepaid expenses and deposits 29,696 28,967
3,264,256 1,246,772
Property, plant and equipment (Note 6) 1,201,875 1,232,317
Patents, trademarks and technology (Note 7) 514,378 518,878
Product development costs (Note 8) 266,823 367,108
5,247,332 3,365,075

Liabilities

Current
Bank operating line (Note 9) 879,000 -
Accounts payable and accrued liabilities (Note 5) 1,196,736 269,923
Current portion of Agriculture Financial Services Corporation loan payable (Note 11) 55,604 47,606
Notes payable (Note 10) 78,150 156,300
Current portion of capital lease obligations (Note 12) 25,279 23,555
2,234,769 497,384
Agriculture Financial Services Corporation loan payable (Note 11) 180,078 180,078
Capital lease obligations (Note 12) 33,658 42,943

2,448,505 720,405

Going Concern (Note 3)

Commitments (Note 15)

Shareholders’ Equity

Sharecapital (Note 13) 6,940,767 6,940,767
Shar e purchase warrants (Note 13) 72,264 72,264
Contributed surplus (Note 13) 323,907 254,860
Deficit (4,538,111) (4,623,221)

2,798,827 2,644,670

5,247,332 3,365,075

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



CEMATRIX CORPORATION
Consolidated Statements of L oss and Deficit

For the second quarters ended June 30

(Unaudited)
Three-months ended June Six-months ended June
2007 2006 2007 2006
Revenue 2,382,100 233,779 3,150,574 837,175
Codt of sales 1,507,399 203,946 2,061,244 582,669
GrossMargin 874,701 29,833 1,089,330 254,506
Expenses
Finance 17,507 31,291 28,967 143,158
General and administrative 274,764 136,571 451,323 262,594
Sales, marketing and engineering 142,441 74,744 276,120 183,126
Stock based compensation 69,047 84,206 69,047 84,206
Amortization of property, plant and eguipment 95,983 88,383 178,765 181,510
599,742 415,195 1,004,222 854,594
Net operating income (loss) for the period 274,959 (385,362) 85,108 (600,088)
Other non-operating (income) expenses - - - 2,072
Net income (loss) for the period 274,959 (385,362) 85,108 (598,016)
Deficit, beginning of period (4,813,070) (4,410,048) (4,623,219) (4,197,394)
Deficit due to Amalgamation (Note 2) - 549,500 - 549,500
Costs of Amalgamation (Note 2) - (188,348) - (188,348)

Deficit, end of quarter
L oss per share
Basic
Fully-diluted
Weighted average number of common shares
Basic
Fully-diluted

(4538111)  (4434258)  (4538,111)  (4,434,258)

0.008 (0.017) 0.003 (0.026)
0.007 (0.016) 0.002 (0.025)

32,976,047 23,198,763 32,976,047 23,198,763
39,699,104 24,038,763 39,607,611 24,043,763

The accompanying notes are an integral part of these financial statements.
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CEMATRIX CORPORATIOI
Consolidated Statements of Cash Flow

For the second quarters ended June:

(Unaudite
Three-months ended Six-months ended
2007 2006 2007 2006
Cash provided by (used in):
Operating activities
Net income (loss) for the period 274,959 (385,362) 85,108 (598,01«
Items not affecting cash
Amortization of patents, trademarks and technology 2,250 2,250 4,500 4,5C
Amortization of product development costs 48,535 56,723 100,285 116,12
Amortization of property, plant and equipment 45,198 29,410 73,980 60,8¢
Stock-based compensation expense 69,047 84,206 69,047 84,2C
439,989 (212,773) 332,920 (332,30(
Net change in non-cash working capital items (1,332,750) 81,381 (1,539,712) 230,15

(892,761)  (131,392)  (1,206,792) (102,14

Investing activities

Purchase of property, plant and equipment (16,185) (48,181) (43,538) (59,50¢

Investment in affiliate - (3,056) - (3,05¢

Product devel opment costs incurred net of Investment Tax Credit

adjustments - (51,021) - (82,52
(16,185) (102,258) (43,538) (145,08t

Financing activities

Repayment of capital |ease obligations (3,295) (3,386) (9,285) (8,91
Increase in convertible debt - - - 10,0C
Elimination of inter-company loan - (25,000) -
Financing additions to contributed surplus - 53,699 - 53,6¢
Changein Agricultural Financial Services Corporation loan - 4,627 - (2,83(
Charge to Retained Earnings due to Qualifying Transaction (Note 2) - (188,348) - (188,34¢
(3,295) (158,908) (9,285) (136,39
Increase (decrease) in cash (912,241) (392,558) (1,259,615) (383,62
Cash acquired upon Amalgamation (Note 1) - 443,059 - 443,05
Cash, beginning of period 52,844 10,458 400,218 1,52
Cash, end of period (859,397) 60,959 (859,397) 60,95
Cash
Cash balance 19,603 60,959 19,603 60,95
Operating line (879,000) - (879,000)
Cash at end of period (859,397) 60,959 (859,397) 60,95
Supplementary cash flow information:
Interest paid 17,507 31,291 28,967 143,1F

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

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

I ncor poration and oper ations

CEMATRIX CORPORATION (the “Company” or “CEMATRIX") was incorporated on March 22, 2005 under the Business
Corporations Act (Alberta) as “Moonshoot Capital Corp.” By a Certificate of Amendment issued on May 31, 2006, the
Company’ s name was changed to “CEMATRIX CORPORATION".

These Interim Consolidated Financial Statements should be read in conjunction with the audited Annual Consolidated
Financial Statements and the notes thereto for the year ended December 31, 2006.

Reverse Takeover and Amalgamation

The Company was classified as a capital pool company (“CPC”) under the rules of the TSX Venture Exchange (the
“Exchange’). Asa CPC, the Company’s principal business was to identify and evaluate businesses and assets with a view
to potentially acquire them or an interest therein which would constitute the Company’s Qualifying Transaction as required
by the policies of the Exchange.

Effective April 11, 2006, the Company successfully completed the acquisition (the “ Acquisition™) of all of the issued and
outstanding common shares of CEMATRIX (Canada) Inc. (“Old CEMATRIX") by way of an amalgamation pursuant to the
terms of an amalgamation agreement dated December 29, 2005 between the Company, Old CEMATRIX and 1203621
AlbertalLtd. (“Subco”). Theterms of the Acquisition, as per the Amalgamation Agreement were as follows:

1. Effective April 11, 2006, Old CEMATRIX and Subco amalgamated (the “Amalgamation”) to form
“CEMATRIX (Canada) Inc.” (“New CEMATRIX").

2. Each issued and outstanding Old CEMATRIX common share was cancelled and exchanged for one common
share of the Company a a deemed price of $0.30 per share, resulting in the issuance of an aggregate of
23,281,162 CEMATRIX common shares to the former holders of common shares of Old CEMATRIX.

3. As consideration for the issuance by the Company of common shares to effect the Amalgamation, New
CEMATRIX issued to the Company one common share for each common share issued by the Company.

4. The Company cancelled previously issued options in exchange for new options to purchase a total of 840,000
common shares to the directors, officers, employees and contractors of the Company. (See note 13 Share Capital
for detailed breakdown).

Upon completion of the above transactions, New CEMATRIX became the wholly-owned subsidiary of the Company and
carries on the operations of Old CEMATRIX. Through New CEMATRIX, the Company manufactures and provides
technologically advanced cellular concrete products with applications in a variety of markets. Effective April 24, 2006, the
Company was no longer considered a CPC as a result of the completion of the Acquisition and the Company is now
classified by the Exchange asaTier Il Industrial Issuer and is based in Calgary, Alberta.

Basis of consolidation

The acquisition of the shares of Old CEMATRIX has been accounted for as a reverse takeover transaction in accordance
with guidance provided in Emerging Issues Committee Abstract No. 10 (“EIC 10") and has therefore been accounted for as
a capital transaction. The issuance of treasury shares by the Company has been recorded by eliminating CEMATRIX’s
share capital resulting in an increase to retained earnings by $773,963, less the deficit which existed in CEMATRIX, prior to
amalgamation of $224,463, resulting in a net increase to opening retained earnings of $549,500. Costs associated with
completing the qualifying transaction (the “QT”) and removing the condition of the Company as a Capital Pool Company
totaling $188,348 have been charged to Retained Earnings in accordance with Guidance provided from EIC 10.




CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

2. Basisof consolidation (continued)

These financia statements and the amounts reported for prior periods reflect the assets, liabilities and results of operations
of Old CEMATRIX, the legal subsidiary, prior to reverse takeover and the consolidated assets, liabilities and results of
operations of the Company and Old CEMATRIX subsequent to the reverse takeover. The consolidated financial statements
are issued under the name of the legal parent but are deemed to be a continuation of the legal subsidiary (Old CEMATRIX).
Since the acquisition was effective April 11, 2006, the comparative results of operations and cash flows for the second
quarter ended June 30, 2007 are now those of the Company and Old CEMATRIX.

The consolidated financial statements include the accounts of the Company and its wholly owned subsidiary, New
CEMATRIX and the subsidiaries of New CEMATRIX: CEMATRIX (Calgary) Ltd. (100% owned) and CEMATRIX
(U.S)) Inc (90% owned). The Company has consolidated the assets, liabilities, revenues and expenses of its subsidiaries
after the elimination of inter-company transactions and balances.

3. Going concern

While the Company has incurred recurring operating losses since inception, the current six months ended June 30, 2007
yielded a year to date profit, The previous net losses have resulted in an accumulated deficit of ($4,538,086) (December 31,
2006 — ($4,623,221)). Working capital has generally been in a deficit position since the Company’s inception, however it is
currently $1,031,191 (December 31, 2006 — $749,388). To remain a going concern, the Company must build on the 2007
results and eliminate the accumulated deficit  These financial statements do not reflect the adjustments or reclassification of
assets and liabilities which would be necessary if the Company were unable to continue its operations.

4. Significant accounting policies

The financia statements have been prepared in accordance with Canadian generally accepted accounting principles, and
include the following significant accounting policies:

I nventory
Inventory is valued at the lower of cost and net realizable value. Cost is determined by the first-in first-out method.

Property, plant and egquipment

Property, plant and equipment are recorded at cost. Amortization is provided using methods and rates intended to amortize
the cost of assets over their estimated useful lives.

Automobiles 30% declining balance
L easehold improvements L ease term plus option
Computer equipment and software 30% declining balance
Equipment and cellular material processors 20% declining balance
Equipment — dry mix processors Per cubic metre produced based

on estimated output of equipment
over itsuseful life
Furniture and fixtures 20% declining balance




CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

4. Significant accounting policies (continued)
Amortization is charged in the year the asset becomes available for use.
Leases

A lease that transfers substantially all of the benefits and risks of ownership is classified as a capital lease. At the inception
of the lease, an asset and a payment obligation are recorded at an amount equal to the lesser of the present value of the
minimum |lease payments and the property’s fair market value. Assets under capital lease are amortized on the declining
balance basis over their estimated useful lives. All other leases are accounted for as operating leases and rental payments
are expensed as incurred.

Patents, trademarks and technology

The Company has adopted the Canadian Institute of Chartered Accountants (CICA) guidance for "Goodwill and Other
Intangible Assets’ effective January 1, 2004. The standards require that intangible assets with an indefinite life, such as
trademarks and technology, no longer be amortized but tested for impairment at least annually. The Company assesses
impairment based on comparing book value to the estimated discounted future cash flows from the intangible assets and any
impairment is included in current year earnings. Previously trademarks and technology were recorded at historical cost and
amortized on a straight-line basis over ten years for trademarks and fifteen years for technologies.

Intangible assets with afinite life, such as patents, are recorded at cost, are amortized on a straight-line basis over ten years,
and are tested for impairment at |east annually.

Product development costs

Costs incurred under the Company’s ongoing product development program which meet specified criteria related to
technological, market and financial feasibility are deferred and amortized over a period of three years, commencing with the
year following the year in which the costs are incurred.

Long-lived assets

Long-lived assets consist of property, plant and equipment, patents, trademarks and technology and product devel opment
costs. Long lived assets held for use are measured and amortized as described in the applicable accounting policies.

The Company performs impairment testing on long-lived assets held for use whenever events or changes in circumstances
indicate that the carrying value of an asset, or group of assets may not be recoverable. Impairment losses are recognized
when undiscounted future cash flows from its use and disposal are less than the asset’s value. Any impairment is included
in earnings for the year.

Revenue recognition
The Company’s revenue is generated from the sale of cellular concrete and is recognized as the Company processes and
places the cellular concrete on site, based on the number of cubic metres processed and placed.

Segmented information

The Company is a manufacturer and supplier of technologically advanced cellular concrete products with applicationsin a
variety of markets, currently focusing on the oil and gas construction and infrastructure construction markets. These
applications include the insulating of tank bases, roads, shallow utilities, fire waterlines, facilities and piles at refinery and
oil sand construction and expansion projectsin Fort McMurray and Fort Saskatchewan, together with road, bridge and
shallow utility infrastructure projects throughout Western Canada, but primarily in Alberta. Management has determined
that the Company operates in one industry and in one geographical location.




CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

4. Significant accounting policies (continued)
I nvestment tax credits

Prior to becoming a public company, the Company was entitled to investment tax credits on certain research and product
development costs incurred. These credits are recognized against the related costs when there is reasonable assurance of
their recovery.

Stock-based compensation

Stock options issued are accounted for in accordance with fair value accounting for stock-based compensation. The
associated compensation expense is charged to earnings (loss) with a corresponding increase in contributed surplus, over the
vesting period of the grant. The fair value of each stock option granted is estimated on the date of grant using the Black
Scholes option pricing model. As the options are exercised, consideration paid, together with the amount previously
recognized in contributed surplus, is recorded as an increase in share capital.

Future income taxes

The Company follows the asset and liability method of accounting for future income taxes. Under this method, future
income tax assets and liabilities are recorded based on temporary differences between the carrying amount of balance sheet
items and their corresponding tax bases. In addition, the future benefits of income tax assets, including unused tax losses,
are recognized, subject to a valuation allowance, to the extent that it is more likely than not that such future benefits will
ultimately be realized. Future income tax assets and liabilities are measured using enacted tax rates and laws expected to
apply when the tax liabilities or assets are to be either settled or realized.

Foreign currency translation

Expenses and capital asset purchases denominated in foreign currencies are trandated into their Canadian dollar equivalents
at exchange rates prevailing at the transaction dates. Carrying values of monetary assets and liabilities reflect the exchange
rates at the balance sheet date and trandlation gains and losses are included in current earnings.

Measurement uncertainty

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financia statements, and the reported amounts of revenues and expenses
during the reporting period. Accounts receivable are stated after evaluation as to their collectibility and an appropriate
allowance for doubtful accounts is provided where considered necessary. Investment tax credits recoverable included in
accounts receivable are accrued based on management’ s assessment of estimated recoverable amounts. Provisions are made
for slow moving and obsolete inventory. Amortization of property, plant and equipment, product development costs and
patents is based on the estimated useful lives of these assets. Product development costs are deferred based on expected
future benefits from these expenditures. The impairment test for intangible assets is based on assumptions regarding future
business volumes, sales prices, costs, cash flows, discount rates and other relevant assumptions.

These estimates and assumptions are reviewed periodically and, as adjustments become necessary, they are reported in
earnings in the periods in which they become known.




CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

4. Significant accounting policies (continued)

5.

Financial I nstruments and Comprehensive | ncome

Effective January 1, 2007, the Company adopted the following new accounting standards that were issued by the Canadian
Ingtitute of Chartered Accountants (“CICA”): Comprehensive Income (“Section 15307); Financial Instruments —
Recognition and Measurement (“Section 3855”); Financial Instruments — Presentation and Disclosure (“ Section 3861").
These sections require certain financial instruments and hedge positions to be recorded at fair value. The standards also
introduce the concept of comprehensive income and accumulated comprehensive income. The accounting policy changes
were adopted on a prospective basis with no restatement of prior period financia statements.

Comprehensive Income

Section 1530 requires the presentation of comprehensive income, which consists of net income and other comprehensive
income (“OCI”). OCI represents changes in shareholders equity during a period and includes items such as unrealized
gains and losses on financial assets classified as available-for-sale.

Financial Instruments — Recognition and Measurement

Section 3855 establishes that al financial assets and financial liabilities must be initially recorded at fair value on the
consolidated balance sheet. Financial instruments must be classified into one of these five categories. held-for-trading,
held-to-maturity, loans and receivables, available-for-sale financial assets or other financial liabilities. Subsequent
measurement is determined by the classification of each financial asset and liability, according to the categories bel ow.

Financial instrument Subsequent measurement of gains
classification As Classified by CEMATRIX or losses at each period end

Fair value; unrealized gains or losses
Assets or liabilitiesheld for trading ~ Cash and bank operating line recognized in net income

Amortized cost using the effective interest
rate method; if asset is derecognized or

L oans and receivables Accounts receivable asset isimpaired, recognized in net income
Accounts payable and accrued Fair value initially, then amortized cost in
liahilities; Notes payable, AFSC subsequent periods using the effective
loan payable; Capital lease interest rate method; if liability isimpaired,

Other financia liabilities obligations recognized in net income.

The Company has applied the new standards for classification of financial assets and liabilities effective January 1, 2007 in
accordance with GAAP. No adjustments to the December 31, 2006 carrying amounts were required.

Accounts receivable and accounts receivable factoring

Included in accounts receivable are income tax credits recoverable for eligible scientific research and experimental
development expenditures (SR& ED) incurred prior to the Company becoming a public company. Estimated recoverable
amounts are accrued when management is reasonably assured that the related expenditures will be deemed eligible by the
taxation authorities. Actual recoverable amounts may differ materially from these estimates.




CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

5. Accountsreceivable and accountsreceivable factoring (continued)

At June 30, 2007, the tax credits recoverable were estimated at $80,233 (December 31, 2006 - $80,233) of which $13,500
relates to expenditures made in 2006 and $66,733 relates to expenditures in 2005. During the year-ended December 31,
2006, a total of $120,476 in tax credits were received by the Company; $102,716 in tax credits were from fiscal 2004 and
$17,760 were from 2002.

During 2006, the Company had a credit facility agreement with a shareholder for specific receivables to fund working
capital requirements. The facility enabled the Company to sell to the shareholder a specific receivable on a with-recourse
basis. The facility was repaid upon collection of the related receivable. As the Company retained significant risks relating to
the accounts receivable being sold, the accounts receivable remained in the Company’ s financia statements and the amounts
advanced by the purchaser were recognized as an account payable. Funds advanced under this facility were equal to up to
80% of the gross amount of the invoice including GST having a carrying value of $Nil (December 31, 2006 - $Nil). The
outstanding amount bore interest at 2 — 2.5% per month and was secured by the specific receivable. At June 30, 2007,
accounts payable and accrued liabilities includes $Nil (December 31, 2006 — $Nil) relating to this credit facility. This
facility was replaced in 2006 with the RBC Operating Loan Facility (Note 9).

6. Property, plant and equipment

June 30, 2007

Accumulated Net Book

Cost Amortization Value

Automobiles 79,244 55,144 24,100
Buildings and leasehold improvements 39,100 37,338 1,762
Computer equipment and software 106,353 77,778 28,575
Equipment and cellular material processors 974,591 573,234 401,357
Equipment — dry mix processors 766,670 30,027 736,643
Furniture and fixtures 25131 15,693 9,438
1,991,089 789,214 1,201,875

December, 31

Accumulated 2006

Cost Amortization Net Book

Value

Automobiles 78,344 50,891 27,453
Buildings and leasehold improvements 39,100 37,290 1,810
Computer equipment and software 98,869 72,705 26,164
Equipment and cellular material processors 949,866 528,636 421,230
Equipment — dry mix processors 759,397 10,955 748,442
Furniture and fixtures 21,974 14,756 7,218
1,947,550 715,233 1,232,317

During the second quarter of 2007, additions to property, plant and equipment totalled $43,538 (December 31, 2006 -
$94,620) of which $4,512 (December 31, 2006 - $4,177) were acquired by means of capital leases, $39,026 (December 31,
2006 - $90,443) were acquired by means of cash and $Nil (December 31, 2006 - $Nil) were acquired by means of financing.
Property, plant and equipment includes equipment and automobiles under capital lease with a gross cost of $296,698
(December 31, 2006 - $292,186) and accumul ated amortization of $186,995 (December 31, 2006 - $177,430). Amortization
of property, plant and equipment for the second quarter-ended June 30, 2007 was $45,198 (June 30, 2006 - $29,410).
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

7. Patents, trademarks and technology

June 30, 2007

Accumulated Net Book

Cost Amortization Value

Patents 90,000 67,500 22,500
Trademarks 12,863 3,858 9,005
Technology 537,872 54,999 482,873
640,735 126,357 514,378

December 31,

Accumulated 2006

Cost Amortization Net Book

Value

Patents 90,000 63,000 27,000
Trademarks 12,863 3,858 9,005
Technology 537,872 54,999 482,873
640,735 121,857 518,878

Amortization of patents charged for the second quarter ended June 30, 2007 was $2,250 (June 30, 2006: $2,250).

8. Product development costs

June 30, 2007

Accumulated Net Book

Cost Amortization Value

Product development costs 1,629,063 1,362,240 266,823
December 31,

Accumulated 2006

Cost Amortization Net Book

Value

Product development costs 1,629,063 1,261,955 367,108

Product development costs capitalized during the quarter year-ended June 30, 2007 amounted to $Nil (December 31, 2006 -
$196,062). Research and development tax credits in the amount of $Nil (December 31, 2006 — ($13,500) net of prior year
investment tax credit adjustments of $Nil (December 31, 2006 — $39,233) were applied to adjust this balance. Amortization
of product development cost of $48,535 (June 30, 2006 - $56,723) was charged during the period.

9. Bank operating line

In 2006, the Company opened a $750,000 Demand Operating Facility with the Royal Bank of Canada and a Royal Bank
VISA credit facility of $50,000. During the second quarter ended June 30, 2007 these facilities were increased to
$1,500,000 and $75,000 respectively. Under the operating facility, the bank will advance up to a maximum of 75% of total
receivables less than ninety days outstanding at the end of each month net of any priority clams. Interest on the facility is
at prime plus 2.25%. The security provided includes a General Security Agreement over al of the assets of the Company.
Under the facility, the Company is required to maintain a debt to tangible net worth ratio of lessthan 1.75:1. The balance
at June 30, 2007 was $879,000 (December 31, 2006 - $Nil). The Company is in compliance with the terms of the
covenants. Finance expenses for the quarter include interest on operating loans in the amount of $6,456 (June 30, 2006 -
$Nil).
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

10. Notes payable

11.

12.

On December 31, 2006, the Company entered into an agreement to extend the terms of the Notes Payable that were due
January 31, 2007 to December 31, 2007. Under the new terms, the notes payable are payable on a monthly basis and bear
interest at an annua rate of 12.5%. Monthly payments of principal in the amount of $13,025 plus earned interest
commenced January 31, 2007, with the final payment due December 31, 2007.

The notes payable are due to related parties as described in Note 14. Finance expenses for the quarter ended June 30, 2007
include interest on the notes payable of $3,247 (June 30, 2006 - $4,298).

Agriculture Financial Services Corporation loan payable

During 2005, the Company borrowed $300,000 from the Agricultural Financial Services Corporation (“*AFSC”) to be used
to complete the acquisition of equipment with a cost of $571,500. The AFSC loan is payable over five years with monthly
payments of $11,137 (including interest) commencing October 1, 2005. The interest rate for the initial three year period is
7.85%. The monthly payments run from July to December each year. The loan is secured by equipment and a Genera
Security Agreement. Two of the executive managers and a former executive manager of CEMATRIX have each provided
personal guarantees in the amount of $300,000 and are covered by life insurance. At June 30, 2007, $235,682 (December
31, 2006 - $227,684) of thisloan is outstanding.

During 2001, the Company borrowed $280,000 from the AFSC. The five-year loan bears interest at 7.3% and was secured
by specific capita eguipment, personal guarantees by the founding shareholders and life insurance policies on those
founding shareholders. The loan was repayable in equal monthly blended payments of $14,069. Monthly payments were
made July to December each year, with the final payment being made December 1, 2006.

Finance expenses for the quarter ended June 30, 2007 include interest on AFSC loans in the amount of $3,999 (June 30, 2006
- $3,750).

Capital lease obligations

Capital leases, which relate to the purchase of equipment, bear interest at 10.00% to 21.19%, are repayable in blended

monthly payments totalling $2,888 and mature from July 2007 to June 2010. The annua future commitments under the
leases are as follows:

2007/8 31,711
2008/9 20,626
2009/10 14,049
66,386
L essimputed interest 7,449
58,937
Current portion 25,279
33,658

Finance expenses for the quarter ended June 30, 2007 include interest on capital lease obligations in the amount of $2,979
(June 30, 2006 - $2,653).
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

13. Sharecapital

Authorized

Unlimited number of common shares

Preferred shares —to be issued in series as authorized by the directors

Issued
Number 2007 Number 2006
Of Shares $ Amount Of Shares $ Amount

Old CEMATRIX
Common shares
Beginning of year — Old CEMATRIX 17,587,010 $4,224,871

Shares issued on conversion of convertible loans 5,694,152 1,138,831
Total shares of Old CEMATRIX prior to amalgamation 23,281,162 5,363,702
Shares of Old CEMATRIX cancelled upon amalgamation (23,281,162) (5,363,702)

- $ -

New CEMATRIX
Beginning of year — New CEMATRIX (see Note 2) 32,976,047 $6,940,767 3,095,000 $ -
Shares of New CEMATRIX issued upon amalgamation - - 23,281,162 5,363,702
Shares issued as part of Offering - - 6,599,885 1,979,966
Share issue costs - - - (330,637)
I ssuance of Warrants pursuant to Offering - - - (72,264)
Common shares —end of period 32,976,047 $6,940,767 32,976,047 $6,940,767

Common shares

Effective April 11, 2006

the Acquisition was completed, at which time the issued and outstanding shares of Old

CEMATRIX were cancelled and one new share of the Company was issued to replace each cancelled share of Old
CEMATRIX, effecting a one for one exchange. The Company also received one share of New CEMATRIX for each new
share issued by the Company to the shareholders of Old CEMATRIX and upon completion of the Acquisition New
CEMATRIX became a wholly-owned subsidiary of the Company.

During fiscal 2006 the Company filed a short form offering document (the “ Offering”) with the TSX Venture Exchange
establishing a price of $0.30 per Unit (a “Unit”). Each Unit consisted of one common share in the capital of the Company
(“Common Share”) and one-half of one transferable Common Share purchase warrant (“Warrant”). Each whole Warrant
entitles the holder thereof to acquire one additional Common Share at an exercise price of $0.40 for a period of 24 months
from the date of the Closing of the Offering.

Integral Wealth Securities Limited (the “Agent”), agreed to act as agent for the Offering on a commercially reasonable best
efforts basis and received a cash commission equal to 8.5% of the gross proceeds received by the Company. The Agent

also received Agent’ s Warrants entitling the holder thereof to purchase one Unit exercisable at a price of $0.30 per Unit for a
period of 12 months from the Closing.

Pursuant to the Offering, a total of 6,599,885 Units were issued in multiple tranches at a price of $0.30 per Unit for total
gross proceeds of $1,979,966.
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

13. Share capital (continued)
Common share options

The Company has an option plan for the issue of up to 10% of the common shares of the Company. The Company accounts
for its grants under the plan in accordance with the fair value based method of accounting for stock-based compensation.
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, analgamation or change in control of the Company. At June 30, 2007 atotal of 2,762,012
in Stock options to purchase common shares (December 31, 2006: 2,324,500) at $0.30 and $0.35 per share were issued and
are outstanding to directors, consultants and managers of the Company. All options issued to date vest at the date of grant,
with the exception of those issued on June 1, 2007 (100,000 vest immediately, with the remaining 300,000 to be vested at
the rate of 100,000 per year over athree year period on the anniversary date of employment) and those issued on November
1, 2006 (50,000 vest immediately, 50,000 vest six months from the effective date and the balance of 50,000 vest one year
from the effective date).

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:

2007 2006
Estimated per share fair value per option 0.23 0.16-0.17
Risk-free interest rate 4.85% 5%
Expected life 5years 5years
Expected volatility in stock price 105% 50 - 75%
Expected annual dividend yield 0% 0%

Stock based compensation of $69,047 has been recognized as an expense and an increase to contributed surplus (June 30,
2006 - $84,206). This amount together with the December 31, 2006 consolidated balance of $254,860 ($144,558 being the
increase to stock based compensation in 2006; together with the December 31, 2005 consolidated balance of $110,302
($56,603 from CEMATRIX (Canada) Inc. in stock-based compensation and $53,699 from CEMATRIX Corporation Inc.,
($35,665 of which was due to stock-based compensation and $18,034 due to share issuance costs)), resulted in a balance in
contributed surplus of $323,907 at June 30, 2007 (December 31, 2006 - $254,860).

Option pricing models require the use of highly subjective estimates and assumptions including the expected stock price
volatility. Changes to these estimates and assumptions may materially affect the calculations. Stock-based compensation
calculations have no effect on the Company’ s cash position.

The following table summaries the options to acquire common shares outstanding as at June 30, 2007:

Number of Shares  Exercise Expiry
under Option Price Date

147,012 $0.30 August 5, 2010

1,590,000 $0.30 April 11, 2011
175,000 $0.35 May 31, 2011
150,000 $0.30 November 1, 2011
700,000 $0.30 June 1, 2012

2,762,012

For the six months ended June 30, 2007, 262,488 in stock options held by former directors and contract management expired
(December 31, 2006 - 50,000). There are 350,000 options that have not vested as at June 30, 2007 (December 31, 2006 -
100,000 options).
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

13. Share capital (continued)

Blackmont Capital Inc. holds an option to acquire up to 250,500 common shares at an exercise price of $0.30 for a period of
24 months following the date the common shares began trading on the Exchange as follows:

Exercise
Agent’s Options: Price Expiry Date
250,500 $0.30 November 4, 2007

Warrants

The Offering dated July 18, 2006 and amended on September 29, 2006 provided that each Unit sold as part of the Offering
will consist of one common share in the Company (“Common Share’) and one-half of one transferable common share
purchase warrant (“Warrant”). Each whole Warrant entitles the holder to acquire one Common Share at a price of $0.40 per
share for a period of 24 months from the date of issuance, subject to earlier expiry where the Common Shares trade at $0.70
or higher on the Exchange for 20 consecutive trading days and the cumulative trading volume of the Common Shares is
equal to at least 500,000 Common Shares during that period.

At December 31, 2006, a total of 6,599,885 Units were sold pursuant to the Offering. This resulted in a total number of
3,299,942 Share Purchase Warrants. The warrants will expire between August 18, 2008 and October 6, 2008. They are
exercisable into common shares in the Company at an exercise price of $0.40.

The following table sets out Share Purchase Warrants to acquire common shares outstanding as at June 30, 2007 and
December 31, 2006:

Number of Shares on Exercise Expiry
Number of Warrants Exercise of Warrants Price Date
1,648,583 1,648,583 $0.40 August 18, 2008
141,999 141,999 $0.40 September 21, 2008
1,509,360 1,509,360 $0.40 October 6, 2008
3,299,942 3,299,942

The fair value of the warrants issued during the year has been determined using the Black-Scholes valuation model. The
value attributed to Share Purchase Warrants at June 30, 2007 and December 31, 2006 based on management’ s best estimate
is $66,692.

At the closing date, the per share fair value of the warrants issued and other assumptions, using the Black-Scholes pricing
model are asfollows:

2006
Estimated per share fair value per warrant 0.062
Risk-free interest rate 4.2%
Expected life 2 years
Expected volatility in stock price 50 %
Expected annual dividend yield 0%

Agent’s Warrants

The Agent and its sub-agents, if any, received a non-transferable warrant (the “Agent’s Warrant”) to purchase that number
of Units egqual to 8.5% of the Units placed, each such Agent’s Warrant entitling the holder thereof to purchase one Unit at an
exercise price of $0.30 per Unit for a period of 12 months from the Closing Date.
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CEMATRIX CORPORATION

Notesto the Consolidated Financial Statements
For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

13.

14.

Shar e capital (continued)

The following table sets out the Agent’ s Warrants to acquire Units as at June 30, 2007 and December 31, 2006:

Number of Units on Exercise of

Agent’s Warrants Agent'sWarrants  Exercise Price Expiry Date
280,260 280,260 $0.30 August 18, 2007
24,140 24,140 $0.30 September 21, 2007
256,591 256,591 $0.30 October 6, 2007
560,991 560,991

All of the warrants were granted as aresult of the Offering and therefore related to the December 31, 2006 year-end. There
were no other warrants granted or exercised during the period. The value attributed to Agent’s Warrants at June 30, 2007
and December 31, 2006 based on management’ s best estimates is $5,572.

Share acquisition loans

Share acquisition loans of $113,125 were issued to management in previous years to purchase shares of the Company.
$90,000 of this amount was due on December 31, 2006 with the balance due on December 31, 2007. The loans bear no
interest. Effective December 31, 2006 the loans due December 31, 2006 were converted to demand loans. The loans have
been included as a reduction of share capital since their issuance in 1999 and 2000.

Related party transactions

During the second quarter, the Company incurred legal fees from a firm which employs two of the directors of the Company
in the amount of $15,103 (June 30, 2006: $33,702). The amounts are in the normal course of operations and are recorded at
their exchange amount, which is the amount of consideration established and agreed to by the related parties.

Included in accounts payable at June 30, 2007 is $15,276 (December 31, 2006: $18,023) payable to the same legal firm.

Included in accounts payable are wages and other amounts payable or reimbursable to employees and contractors who are
shareholders of $4,255 (December 31, 2006 - $9,688).

Included in current portion of notes payable is an amount due to a shareholder/director of $40,467 (December 31, 2006 -
$80,933) and a so includes a balance due to an immediate family member of a shareholder of $37,683 (December 31, 2006 -
$75,367), both of which are due and payable by December 31, 2007. (See Note 10). Interest paid on these loans in the
second quarter totalled $3,247 (June 30, 2006 - $4,298).

During 2006, the Company transacted business with a company whose owner and director was a director and shareholder of
the Company. This business involved the factoring of receivables as required by the Company. The total receivable amount
factored by this related party during the period amounted to $Nil (December 31, 2006 - $1,011,765), of which $Nil isdueto
the related party at June 30, 2007 (December 31, 2006 - $Nil). During the quarter, the Company paid or accrued interest in
the amount of $Nil (June 30, 2006 - $5,294) to this related party, of which, $Nil (December 31, 2006 — $Nil) isincluded in
accounts payable and accrued liabilities at June 30, 2007. During the last quarter of 2006 al factoring amounts together with
accrued interest were repaid as the facility was replaced with a bank operating line (See Note 9).

The above transactions were conducted in the normal course of operations and are measured by the exchange amount, which
is the amount of consideration established and agreed to by the related parties.

During the second quarter of 2006, an employee who is a shareholder/director of the Company advanced $53,500 to the
Company. The amount advanced was repaid by December 31, 2006.
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For the second quarters ended June 30, 2007 and June 30, 2006 (Unaudited)

15. Commitments

At June 30, 2007, the Company had operating lease commitments for vehicles for the twelve month periods as follows:

2007 20,575
2008 32,565
2009 30,848
2010 29,774
2011 1,497

16. Incometaxes

The income tax expense differs from the amount computed by applying the statutory provincial and federal income tax rates
to the respective year’' s losses before income taxes. The differences result from the following items:

2007 2006

Expected tax recovery at 32.12% (2005 — 15.12%) 27,337 (246,385)
Decrease (increase) resulting from:

Stock based compensation 22,178 46,433

Effect of income tax rate adjustments (3,823) (536,735)

Change in valuation allowance (45,692) 736,687

Income tax expense - -

Future income tax assets and liabilities are recognized for temporary differences between the carrying amount of the assets
and liabilities for accounting and tax purposes. Thetax effects of deductible temporary differences that give rise to the
Company’ s future tax assets are as follows:

2007 2006

Non-capital losses carried forward 1,580,004 1,626,274
Share issuance costs - 3,476
Capital and other assets (257,241) (261,295)
1,322,763 1,368,455

Valuation allowance (1,322,763) (1,368,455)

Futureincome tax asset - -

17. Financial instruments

The Company, as part of its operations, carries a number of financial instruments. It is management's opinion that the
Company is not exposed to significant interest rate, currency or credit risks arising from these financial instruments except
as otherwise disclosed.
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17.

18.

Financial instruments (Continued)

Credit risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of trade
accounts receivable. At June 30, 2007, four customers accounted for 87% of accounts receivable (December 31, 2006 - five
customers - 77%). For the quarter ended June 30, 2007, three customers comprise 95.9% of sales (June 30, 2006 - five
customers comprised 74% of sales).

Comparative figures

Certain comparative figures have been reclassified to conform to the current year’s presentation.
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