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CEMATRIX CORPORATION

Management’s Responsibility for Financial Reporting

To the Shareholders:
CEMATRIX CORPORATION

Management has responsibility for preparing the accompanying consolidated financial statements. The consolidated
financial statements have been prepared by management in accordance with International Financial Reporting Standards.
When alternative methods exist, management has chosen those it deems most appropriate in the circumstances. Financial
statements are not precise since they include certain amounts based on estimates and judgement. Management has
determined such amounts on a reasonable basis in order to ensure that the consolidated financial statements are
presented fairly, in all material respects. Management has developed and maintains appropriate accounting and systems
of internal control designed to provide reasonable assurance that reliable and relevant financial information is produced.
In addition, programs of proper business conduct and risk management have been implemented to protect the Company's
assets and operations. Policies and procedures are designed to give reasonable assurance that transactions are
appropriately authorized, assets are safeguarded from loss or misuse and financial records are properly maintained to
provide reliable financial information for the preparation of the consolidated financial statements.

The Board of Directors (the "Board”) is responsible for ensuring that management fulfills its responsibilities for financial
reporting and is ultimately responsible for reviewing and approving the consolidated financial statements. The Board
carries out these responsibilities principally through the Audit Committee (the "Committee”), which includes two
independent directors.

The Committee has the responsibility of meeting with management and external auditors to discuss the internal controls
over the financial reporting process, auditing matters and financial reporting issues. The Committee is also responsible for
recommending the appointment of the Company's external auditors. The Committee reviews the consolidated financial
statements and the external auditors’ report thereon and reports its findings to the Board for approval.

MNP LLP, an independent firm of Chartered Professional Accountants is appointed by the shareholders to audit the
consolidated financial statements and to report directly to them; their report follows. The external auditors have full and
free access to, and meet periodically and separately with, both the Committee and management to discuss their audit
findings.

April 10, 2024

Signed “Randy Boomhour”
Randy Boomhour, CPA, CMA
Chief Operating Officer




Independent Auditor's Report

MNP LLP

To the Shareholders of Cematrix Corporation:
Opinion

We have audited the consolidated financial statements of Cematrix Corporation and its subsidiaries (the "Company"),
which comprise the consolidated statements of financial position as at December 31, 2023 and December 31, 2022,
and the consolidated statements of income (loss) and comprehensive income (loss), changes in shareholders' equity
and cash flows for the years then ended, and notes to the consolidated financial statements, including material
accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2023 and December 31, 2022, and its
consolidated financial performance and its consolidated cash flows for the years then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audits of the consolidated financial statements in Canada, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Assessment of the recoverable amount of goodwill

Key Audit Matter Description

Assessment of the recoverable amount of goodwill.

The Company'’s total net carrying amount of goodwill as at December 31, 2023 amounted to $6,003,000. At the end
of each reporting period, management assesses whether there is an indication that an asset or group of assets
within a cash generating unit (CGU) may be impaired. When impairment indicators exist, management estimates
the recoverable amount of the asset or CGU and compares it against the asset or CGU'’s carrying amount. CGUs to

which goodwill has been allocated are tested for impairment annually.

As at December 31, 2023, the carrying amount of the identified CGU did not exceed its recoverable amounts, which
resulted in no impairment charge.
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We identified the assessment of the recoverable amount of goodwill as a key audit matter due to the degree of
judgment and subjectivity in evaluating management's estimates and assumptions in determining the recoverable
amount of the CGU. The Company used the discounted future cash flow model to estimate the recoverable amount,
which requires management to make significant estimates and assumptions. Changes in these assumptions could
have a significant impact on either the recoverable amount, the amount of any impairment charge, or both.

Significant assumptions included:

e Forecasted income before finance costs, taxes, depreciation and amortization, share based compensation, and
certain other income and expenses;

e  Revenue growth rates; and

e Discount rate.

Audit Response

We responded to this matter by performing audit procedures in relation to the assessment of the recoverable
amount of goodwill. Our audit work in relation to this included, but was not restricted to, the following:

e Evaluated the reasonableness of forecast operating margin by comparing the forecasts to historical operating
margins, internal communications to management and the Board of Directors and whether these assumptions
were consistent with evidence obtained in other areas of the audit.

e  With the assistance of internal valuation group we evaluated the reasonableness of the discount rate by
developing a range of independent estimates and comparing those to the discount rate selected by
management.

e Assessed management's estimate of the recoverable amount by comparing management’s implied valuation
multiple to market multiples for comparable entities.

Other Information

Management is responsible for the other information. The other information comprises Management's Discussion
and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audits of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audits or otherwise appears to be materially misstated. We
obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we
have performed on this other information, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures
in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely responsible
for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audits and significant audit findings, including any significant deficiencies in internal control that we
identify during our audits.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public disclosure about

the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest

benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Scott Laluk.

Calgary, Alberta

April 10, 2024 Chartered Professional Accountants
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CEMATRIX CORPORATION

Consolidated Statements of Financial Position
As at December 31, 2023, and 2022
(in 000’s Canadian Dollars)

ASSETS 2023 2022
Current Assets
Cash $ 3,288 10,682
Trade and other receivables (note 5) 12,865 7,337
Inventory (note 6) 1,039 1,010
Other current assets (note 7) 680 532
17,872 19,561
Non-Current Assets
Long-term investments (note 8) 2,341 2,382
Property and equipment (note 9) 11,671 11,577
Right of use assets (note 10) 1,392 1,128
Goodwill and intangibles (note 11) 6,003 6,148
Convertible debt — derivative asset (note 17) - 21
21,407 21,256
Total Assets $ 39,279 40,817
LIABILITIES and EQUITY
Current Liabilities
Trade and other payables (note 13) $ 6,496 5,139
Current portion of long-term debt (note 14) 915 937
Current portion of lease obligations (note 15) 729 590
Current portion of earnout liability (note 16) 175 -
Current portion of convertible debt — host debt (hote 17) - 3,499
8,315 10,165
Non-Current Liabilities
Long-term debt (note 14) 1,014 1,975
Lease obligations (note 15) 586 574
Deferred tax liability (note 22) 641 361
2,241 2,910
Total Liabilities 10,556 13,075
SHAREHOLDERS’ EQUITY
Share capital (note 18) 42,641 42,404
Contributed surplus 8,238 7,611
Convertible debt — equity component (note 17 and 18) - 532
Accumulated other comprehensive income (loss) (24) 563
Deficit (22,132) (23,368)
Total Shareholders’ Equity 28,723 27,742
Total Liabilities and Shareholders’ Eguitz $ 39,279 $ 40,817

Approved on behalf of the Board

Signed “Jeffrey Kendrick” Director Signed “Steve Bjornson” _Director

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

Consolidated Statements of Income (Loss) and Comprehensive Income (Loss)
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

2023 2022
Revenue (note 29) $ 53,295 $ 29,003
Cost of sales (note 19) (41,416) (26,485)
Gross margin 11,879 2,518
Operating expenses
Selling, general and administrative (9,139) (7,257)
Operating income (loss) 2,740 (4,739)
Stock-based compensation (note 24) (329) (610)
Finance costs (note 20) (474) (755)
Accretion costs (note 17) (139) (391)
Other income (expenses) (note 21) (144) 94
Share of net loss in Glavel Inc. (note 8) (56) (34)
Fair value adjustment of derivatives (hote 17) (22) (6)
Income (loss) before income taxes 1,577 (6,441)
Provision for deferred taxes (note 22) 277) 903
Provision for current taxes (note 22) (65) (23)
Income (loss) attributable to the common shareholders 1,235 (5,561)
Unrealized foreign exchange gain (loss) on
translation of foreign subsidiaries (587) 1,112
Comprehensive income (loss) for the year $ 648 % 4,449
Earnings (loss) per common share (note 23)
Basic $ 0.009 $ (0.042)
Diluted 0.009 0.042
Weighted average number of common shares (note 23)
Basic 134,429,677 133,943,783
Diluted 137,147,230 133,943,783

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

Consolidated Statements of Changes in Shareholders’ Equity
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

Accumulated

Other Total

Share Contributed Comprehensive Convertible Shareholders’

Capital Surplus Loss Debt Deficit Equity
Balance at December 31, 2021 $ 42,403 $ 7,002 $ (549) $ 532 $ (17,807) $ 31,581
Reclassification of contributed surplus
(note 18) 1 Q) - - - -
Stock-based compensation (note 24) - 610 - - - 610
Net loss attributable to common
shareholders - - - - (5,561) (5,561)
Unrealized foreign exchange loss on
translation of foreign subsidiaries - - 1,112 - - 1,112
Balance at December 31, 2022 $ 42,404 $ 7,611 $ 563 $ 532 $ (23,368) $ 27,742
Common shares issued (note 18) 3 - - - - 3
Reclassification of contributed surplus
(note 18) 234 (234) - - - -
Stock-based compensation (note 24) - 329 - - - 329
Warrant expiration (note 18) - 532 - (532) - -
Net income attributable to common
shareholders - - - - 1,235 1,235
Unrealized foreign exchange loss on
translation of foreign subsidiaries - - (587) - - (587)

Balance at December 31, 2023 $ 42641 $ 8,238 $ S24= $ - $ $22,132= $ 28,723

The accompanying notes are an integral part of these consolidated financial statements.
-0-



CEMATRIX CORPORATION

Consolidated Statements of Cash Flows
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

2023 2022
Cash generated from (used in):
Operating activities
Net income (loss) attributable to common shareholders $ 1235 $ (5,561)
Add (deduct) non-cash items
Provision for deferred taxes (note 22) 277 (903)
Depreciation and amortization (notes 9,10, and 11) 2,246 1,856
Finance and accretion costs (note 17) 613 1,146
(Loss) gain on sale of equipment (note 21) (64) 79
Stock-based compensation (note 24) 329 610
Unrealized foreign exchange loss (gain) (note 21) 77 116
Non-cash interest income (note 8) (74) -
Share of net loss of Glavel (note 8) 56 34
Earnout expense (note 16) 175 -
Fair value adjustment of derivatives (note 17) 21 6
4,891 (2,617)
Net change in non-cash working capital items (note 25) (4,388) (587)
Cash generated from (used in) operating activities 503 (3,204)
Investing activities
Purchase of property and equipment (note 9) (1,963) (1,882)
Proceeds on sale of property and equipment 134 86
Purchase of investments (note 8) (204) (2,241)
Cash used in investing activities (2,033) (4,037)
Financing activities
Repayment of long-term debt (note 14) (933) (926)
Repayment of finance lease obligations (note 15) (775) (631)
Interest paid (522) (755)
Repayment of convertible debentures (note 17) (3,589) -
Proceeds from exercise of options 3 -
Cash used in from financing activities (5,816) (2,312)
Foreign exchange effect on cash (48) 4
Decrease in cash (7,394) (9,549)
Cash beginning of year 10,682 20,231
Cash end of year $ 3,288 % 10,682

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 years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

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 in Canada on the TSX Venture Exchange under the
symbol “CVX.V" and in the United States on the OTCQB under the symbol “CTXXF". The Company is domiciled
in Canada with its registered office at 9727 — 40th Street S.E., Calgary, Alberta, Canada.

CEMATRIX is a leading manufacturer and supplier of cellular concrete products with applications in a variety of
markets across North America. The Company operates through its subsidiaries CEMATRIX (Canada) Inc.,
CEMATRIX (USA) Inc. (“CUI"), MixOnSite USA, Inc. (“MOS"), and Pacific International Grout Company (“PIGCQO").

The consolidated financial statements of the Company for the year ended December 31, 2023, were authorized
for issue in accordance with a resolution of the Board of Directors on April 10, 2024.

Basis of preparation
Statement of compliance

These consolidated financial statements for the year ended December 31, 2023, have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (“IASB”) and interpretations of the International Reporting Interpretation Committee (“IFRIC”).

Basis of measurement and going concern

These consolidated financial statements were prepared on a going concern basis under the historical cost
convention except for share-based payment transactions and certain financial instruments which are measured at
fair value. Unless otherwise stated, all amounts presented in these financial statements are stated in thousands of
Canadian dollars.

Functional and presentation currency

These consolidated financial statements are presented in Canadian dollars, which is the Company’s functional
currency. The functional currency of CUI, MOS, and PIGCO is U.S. dollars (“USD").

Accounting judgements, estimates and assumptions

The preparation of consolidated financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the reported amounts of assets, liabilities, and contingent
liabilities at the date of the consolidated financial statements and reported amounts of revenues and expenses
during the reporting period. Judgements, estimates, and assumptions are continuously evaluated and are based
on management’s experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. However, actual outcomes can differ from these estimates.

A) Impairment of non-financial assets

The Company assesses impairment on its non-financial assets when it has determined that a potential indicator
of impairment exists, or annually in the case of goodwill and indefinite life intangibles. The assessment of the
existence of impairment indicators is based on various internal and external factors and involves management’s
judgement. When an impairment test is performed on an asset or a cash generating unit (“CGU”), management
estimates the recoverable amount of the asset or CGU based on its fair value less costs of disposal (“FVLCD")
or its value in use (“VIU"). These estimates are based on valuation models requiring the use of a number of
assumptions such as forecasts of future cash flows, gross margin, pre-tax discount rate (weighted average cost
of capital or “WACC”) and perpetual growth rate. These assumptions have a significant impact on the results
of impairment tests and on the impairment charge (if required) recorded in the consolidated statement of loss
and comprehensive loss. A description of key assumptions used in the impairment tests and a sensitivity
analysis of recoverable amounts are presented in note 11.
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CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

B)

C)

D)

E)

F)

G)

H)

Stock based compensation

The Company measures the cost of stock-based compensation transactions with employees by reference to
the fair value of the equity instruments. Estimating fair value for stock-based compensation transactions
requires determining the most appropriate valuation model, which is dependent on the terms and conditions of
the grant. This estimate also requires determining and making assumptions about the most appropriate inputs
to the valuation model including the expected life, forfeiture rate, volatility, and dividend yield of the share option.
The Company measures the cost of stock-based compensation transactions with consultants by reference to
the fair value of the services to be performed.

Taxes

Uncertainties exist with respect to the interpretation of complex tax regulations and the amount and timing of
future taxable income. The Company establishes provisions, based on reasonable estimates, for possible
consequences of audits by the tax authorities. The amount of such provisions is based on various factors, such
as experience of previous tax audits and differing interpretations of tax regulations by the taxable entity and the
responsible tax authority. Deferred tax assets are recognized for all unused tax losses to the extent that it is
probable that taxable earnings will be available against which the losses can be utilized. Significant estimates
are required to determine the amount of deferred tax assets that can be recognized, based upon the likely
timing and the level of future taxable earnings together with future tax planning strategies.

Fair value of financial instruments

The fair value of financial instruments is determined wherever possible based on observable market data. If not
available, the Company uses third-party models, independent price publications, market exchanges, investment
dealer quotes and valuation methodologies that utilize observable data. Actual values may significantly differ
from these estimates.

Useful life of property and equipment, right of use assets, and intangible assets

Depreciation and amortization are calculated using a systematic and rational basis, which are based upon an
estimate of each assets’ useful life and residual value. The estimated useful life and residual value chosen are
the Company’s best estimate of such and are based on industry norms, historical experience, market conditions
and other estimates that consider the period and distribution of future cash inflows.

Incremental borrowing rates for leases and lease terms

The incremental borrowing rates are based on judgements including economic environment, term, currency,
and the underlying risk inherent to the asset. The carrying balance of the right-of-use assets, lease obligations,
and the resulting interest expense and depreciation expense, may differ due to changes in the market conditions
and lease term. In addition, lease terms are based on assumptions regarding extension terms that allow for
operational flexibility and future market conditions.

Identification of CGU'’s

A CGU is defined as the lowest grouping of integrated assets that generate identifiable cash inflows that are
largely independent of the cash inflows of other assets or groups of assets. The allocation of assets into CGUs
requires significant judgement and interpretations with respect to the integration between assets, the existence
of active markets, similar exposure to market risks, shared infrastructures, and the way in which management
monitors the operations. Management has determined that the appropriate CGU’s for the Company are
CEMATRIX Canada and CEMATRIX USA, where the CEMATRIX USA CGU includes both MOS and PIGCO.

Business acquisitions

The Company uses judgement in applying the acquisition method of accounting for business acquisitions and
estimates to value identifiable assets and liabilities at the acquisition date. The Company may engage
independent third parties to determine the fair value of property, plant and equipment, and intangible assets.
Estimates are used to determine cash flow projections, including the period of future benefit, and future growth
and discount rates, among other factors. The values placed on the acquired assets and liabilities assumed
affect the amount of goodwill recorded on an acquisition.

-12 -



CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

Going concern

Management has assessed and concluded that the going concern assumption is appropriate for a period of at
least twelve months following the end of the reporting period. Management has applied significant judgement
in arriving at this conclusion including:

The amount of new sales orders and total revenue to be generated to provide sufficient cash flows to
continue to fund operations and other committed expenditures;

The timing of generating those new sales and the timing of the related cash flows; and

The strength of the financial position of the Company.

Given the judgement involved, actual results may lead to a materially different outcome.

4. Material accounting policies

The material accounting policies of the Company are outlined on the following pages:

A)

B)

C)

D)

Basis of consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary,
CEMATRIX (Canada) Inc. and its subsidiaries: CEMATRIX (USA) Inc. (99.99% owned), MOS (100% owned),
PIGCO (100% owned) and Canadian Cellular Concrete Services Inc. (100% owned). Subsidiaries are fully
consolidated from the date of acquisition, being the date on which the Company obtains control, and continue
to be consolidated until the date that such control ceases. The financial statements of the subsidiaries are
prepared for the same period as the parent company, using consistent accounting policies. The Company
has consolidated the assets, liabilities, revenues, and expenses of its subsidiaries after the elimination of
inter-company transactions and balances.

Cash

Cash includes short-term investments with original maturities of three months or less which are considered
to be cash equivalents and are recorded at cost, which approximates fair market value.

Inventory

Inventory is valued at the lower of cost and net realizable value. Cost is determined by the weighted average
method. Net realizable value is the estimated selling price in the ordinary course of business.

The inventory consists mainly of foaming agent used in the production of the Company’s product, cellular
concrete. It also includes marketing materials. Inventory is reviewed on a regular basis to ensure the carrying
value does not exceed net realizable value. If the carrying value exceeds net realizable value, a write-down
is recognized immediately. The write-down may be reversed in a subsequent period if the circumstances
which caused it no longer to exist.

Associates

Associates are entities over which the Company exercises significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but without control or joint
control over those policies. The company accounts for associates using the equity method of accounting
within equity accounted investments on the Consolidated Balance Sheet.
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CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

E)

F)

Interests in associates accounted for using the equity method are initially recognized at cost. At the time of
initial recognition, if the cost of the associate or joint venture is lower than the proportionate share of the
investment’s underlying fair value, the company records a gain on the difference between the cost and the
underlying fair value of the investment in net income. If the cost of the associate or joint venture is greater
than the company’s proportionate share of the underlying fair value, goodwill relating to the associate or joint
venture is included in the carrying amount of the investment. Subsequent to initial recognition, the carrying
value of the company’s interest in an associate or joint venture is adjusted for the company’s share of
comprehensive income and distributions of the investee. Profit and losses resulting from transactions with an
associate or joint venture are recognized in the consolidated financial statements based on the interests of
unrelated investors in the investee. The carrying value of associates is assessed for indicators of impairment
at each balance sheet date. Impairment losses on equity accounted investments may be subsequently
reversed in net income.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses, if any. When significant parts of property and equipment are required to be replaced in intervals, the
Company recognizes such parts as individual assets with specific useful lives and depreciation, respectively.
All other repair and maintenance costs are recognized in the consolidated statement of loss and
comprehensive loss as incurred.

Depreciation is calculated on a straight-line basis to recognize the cost less estimated residual value over the
estimated useful life of the assets as follows:

Equipment and cellular material processors 3-20 years
Vehicles 7-15 years
Office and computer equipment 5-10 years

The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year end
and adjusted prospectively, if appropriate.

Right of use assets and leases

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for
a period of time in exchange for consideration. To identify a lease, the Company (1) considers whether an
explicit or implicit asset is specified in the contract and (2) determines whether the Company obtains
substantially all the economic benefits from the use of the underlying asset by assessing numerous factors,
including but not limited to substitution rights and the right to determine how and for what purpose the asset
is used.

When assessing the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option or to not exercise a termination option. This judgement is based on
factors such as contract rates compared to market rates, economic reasons, significance of leasehold
improvements, termination and relocation costs, installation of specialized assets, residual value guarantees,
and any sublease term.

The Company does not recognize lease assets and lease liabilities for low-value assets or short-term leases
with a term of 12 months or less. The lease payments are recognized in expenses over the lease term.

On the date that the leased asset becomes available for use, the Company recognizes a ROU asset and a
corresponding lease obligation. Finance costs associated with the lease obligation are charged to the
statement of income over the lease period with a corresponding increase to the ROU liability. The ROU liability
is reduced as payments are made against the principal portion of the lease. The ROU asset is depreciated
over the asset’s useful life and the lease term on a straight-line basis.

Process Equipment 3-5years
Vehicles 3-5 years
Buildings 5-9 years

Depreciation of the ROU asset is recognized as part of costs of sales or general and administrative expenses,
depending on the nature of the leased asset.
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CEMATRIX CORPORATION

Notes to the Consolidated Financial Statements
For the years ended December 31, 2023, and 2022
(in 000’s Canadian Dollars)

G)

H)

ROU assets and liabilities are initially measured on a present value basis. Lease obligations are measured
as the net present value of the lease payments which may include: fixed lease payments, variable lease
payments that are based on an index or a rate, amounts expected to be payable under residual value
guarantees, and payments to exercise an extension or termination option, if the Company is reasonably
certain to exercise either of those options. ROU assets are measured at cost, which is composed of the
amount of the initial measurement of the ROU liability, less any incentives received, plus any lease payments
made at, or before, the commencement date and initial direct costs and asset restoration costs, if any. The
rate implicit in the lease is used to determine the present value of the liability and asset arising from a lease,
unless this rate is not readily determinable, in which case the Company's incremental borrowing rate is used.

Goodwill

Gooduwill represents the excess of the purchase price over the fair value of net assets acquired and liabilities
assumed in a business combination. Goodwill is not amortized but is tested for impairment at least annually.
For the purpose of impairment testing, goodwill is allocated to each of the Company’s CGUs expected to
benefit from the synergies of the business combination.

CGU's to which goodwill has been allocated are tested for impairment annually, or more frequently when
there is an indication that the CGU may be impaired. If the recoverable amount of the CGU is less than it's
carrying amount, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated
to the CGU and then to the other assets of the CGU pro-rata on the basis of the carrying amount of each
asset in the CGU. An impairment loss recognized for goodwill is not reversed in a subsequent period.

Impairment of non-financial assets

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and intangible
assets to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of
the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an individual asset,
the Company estimates the recoverable amount of the CGU to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate assets are also allocated to individual CGU'’s,
or otherwise they are allocated to the smallest group of CGU’s for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives, goodwill and intangible assets not yet available for use are tested
for impairment at least annually, and whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of FVLCD and VIU. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future
cash flows have not been adjusted. If the recoverable amount of an asset or CGU is estimated to be less than
its carrying amount, the carrying amount of the asset or CGU is reduced to its recoverable amount. An
impairment loss is recognized immediately in the consolidated statement of loss and comprehensive loss.

Where an impairment loss subsequently reverses for assets with a finite useful life, the carrying amount of
the asset or CGU is increased to the revised estimate of its recoverable amount, such that the increased
carrying amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset or CGU in prior years.

A reversal of an impairment loss is recognized immediately in consolidated statement of loss and
comprehensive loss. An impairment loss on intangible assets with an indefinite life and on any goodwill is not
reversed.
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1)

J)

K)

Revenue from contracts with customers

IFRS 15 sets out a five-step model for revenue recognition. The core principle is that revenue should be
recognized to depict the transfer of goods and services to customers in an amount that reflects the
consideration that the Company expects to be entitled for those goods and services.

The Company principally generates revenue from the onsite production and placement of cellular concrete
(the “Product”) pursuant to contractual arrangements with its customers. This revenue is recognized when
control or title of the Product is transferred from the Company and collection is reasonably assured in
accordance with specified contract terms. All revenue is generally earned at a point in time and is based on
the consideration that the Company expects to receive for the transfer of the Product to the customer.

Revenue is measured based on the consideration specified in a contract with its customers. Payment terms
with customers are generally 30 days from the date of the invoice. The Company generally does not have
any sales contracts where the period between the transfer of the Product to the customer and payment by
the customer exceeds one year. As a result, the Company does not adjust its revenue transactions for the
time value of money.

The Company enters contracts with customers that have performance obligations that are unsatisfied (or
partially unsatisfied) at the reporting date. The Company applies a practical expedient of IFRS 15 and does
not disclose information about the remaining performance obligations that have original expected durations
of one year or less, or for performance where the Company has a right to consideration from a customer in
an amount that corresponds directly with the value to the customer on the Company’s performance to date.

Contract modifications with the Company’s customers could change the scope of the contract, the price of
the contract, or both. A contract modification exists when the parties to the contract approve the modification
in writing. Contract modifications are generally accounted for as part of the existing contract prospectively
over the remaining term of the contract.

Stock-based compensation

The Company operates an equity-settled non-cash stock-based compensation plan under which it receives
services from employees and consultants as consideration for equity instruments of the Company.

For equity-settled plans, expense is based on the fair value of the awards granted, net of expected forfeitures,
on the date of grant. Fair values are determined using observable share prices and/or pricing models such
as the Black-Scholes option-pricing model. The expense is recognized over the vesting period, which is the
period over which all the specified vesting conditions are satisfied with a corresponding credit to contributed
surplus. For awards with graded vesting, the fair value of each tranche is recognized over its respective
vesting period.

For grants that expire or are forfeited without being exercised, the Company records a reclassification to
deficit of the stock-based compensation previously recorded to contributed surplus. For grants that are
exercised, the Company records a reclassification to share capital of the stock-based compensation
previously recorded to contributed surplus.

At the end of each reporting period, the Company re-assesses its estimates of the number of awards that are
expected to vest and recognizes the impact of the revisions in the consolidated statement of loss and
comprehensive loss.

Earnings (loss) per common share

Basic earnings (loss) per common share is calculated by dividing the netincome (loss) attributable to common
shareholders (the numerator) by the weighted average number of common shares outstanding (the
denominator) during the year. The denominator (number of units) is calculated by adjusting the shares issued
at the beginning of the year by the number of shares bought back or issued during the year, multiplied by a
time-weighting factor.
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L)

M)

N)

Diluted earnings (loss) per common share is calculated by adjusting the denominator for the effects of dilutive
share purchase options and any other potential dilutive items. The effects of anti-dilutive potential units are
ignored in calculating diluted income per common share. All share purchase options are considered anti-
dilutive when the Company is in a loss position, or the average exercise price of the options exceeds the
average trading price of the Company’s common shares.

Taxes

Tax expenses comprise current and deferred tax. Taxes are recognized in the consolidated statement of loss
and comprehensive loss except to the extent it relates to items recognized directly in equity.

Current tax

Current tax expense is based on the results for the year as adjusted for items that are not taxable or not
deductible and recognized in profit or loss except to the extent that it relates to items recognized directly in
equity, in which case it is recognized in equity. Current tax is calculated using tax rates and laws that were
enacted or substantively enacted at the end of the reporting period. Management periodically evaluates
positions taken in tax returns with respect to situations in which applicable tax regulation is subject to
interpretation. Provisions are established where appropriate on the basis of amounts expected to be paid to
the tax authorities.

Deferred tax

Deferred taxes are the taxes expected to be payable or recoverable on differences between the carrying
amounts of assets in the consolidated statement of financial position and their corresponding tax bases used
in the computation of taxable profit and are accounted for using the liability method.

Deferred tax liabilities are generally recognized for all taxable temporary differences between the carrying
amounts of assets and their corresponding tax bases. Deferred taxes are measured at the tax rates that are
expected to be applied to temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date. Deferred tax assets are recognized to the extent that
it is probable that taxable profits will be available against which deductible temporary differences can be
utilized.

Compound financial instruments

When a contract contains an embedded derivative, the economic and risk characteristics of both the
embedded derivative and host contract are analyzed to understand whether or not they are closely related
and to decide whether the embedded derivative should be accounted for separately from the host contract.

The embedded features in the financial instrument issued by the Corporation are identified at inception. Each
feature is evaluated separately and classified either as part of the host liability, as a separate embedded
liability or as an equity instrument in accordance with the substance of the contractual arrangement.

Convertible debentures

Compound financial instruments issued by the Company are comprised of convertible debt that can be
converted to share capital at the option of the holder. The liability component of a compound financial
instrument is recognized initially at the fair value which is equal to the net present value of future cash flows
applying an interest rate at the date of issue of a similar liability that does not have an equity convertible
option. The equity component is recognized initially as the difference between the fair value of the compound
financial instrument as a whole and the fair value of the liability component.

Any directly attributable transaction costs are allocated to the liability and equity components in proportion to
their initial carrying amounts.

Subsequent to initial recognition, the liability component of a compound financial instrument is measured at
amortized cost using the effective interest method. The equity component of a compound financial instrument
is not remeasured subsequent to initial recognition. Interest, dividends, losses and gains relating to the
financial liability are recognized in the consolidated statement of comprehensive loss.
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O) Share capital

The proceeds from the exercise of share options and warrant and issuance of shares from treasury are
recorded as share capital in the amount for which the option, warrant, or treasury share enabled the holder
to purchase a share in the Company. Share capital issued for non-monetary consideration is recorded at an
amount based on fair market value on the date the shares are issued. Commissions paid to underwriters, and
other related share issue costs, such as legal, auditing and printing, on the issue of the Company’s shares
are charged to share capital.

The proceeds from the issue of units consisting of a common share and a share purchase warrant is allocated
between common shares and common share purchase warrants on a pro-rata basis on a relative fair value
basis, wherein, the fair value of the common shares is based on the market closing price on the date the units
are issued; and the fair value of the common share purchase warrants is determined using the Black-Scholes
pricing model.

P) Foreign currency translation

Foreign currency denominated assets and liabilities are translated at the exchange rate prevailing at the date
of the consolidated statement of financial position for monetary items. Revenues and expenses are translated
using exchange rates prevailing at the dates of the transaction. Any exchange gain or loss that arises on
translation is included in the consolidated statement of loss and comprehensive loss for the year.

The Company translates the accounts of PIGCO, MOS, and CEMATRIX (USA) Inc. into Canadian dollars
using the closing rate of exchange for both monetary and non-monetary assets and liabilities and the average
exchange rate for revenues and expenses. The Company records the exchange differences on the translation
of net assets whose functional currency is the USD in unrealized foreign exchange gain (loss) on translation
of foreign subsidiary in other comprehensive income (loss).

Q) Financial Instruments

Classification

The Company classifies its financial assets and financial liabilities in the following measurement categories: (i)
those to be measured subsequently at fair value through profit or loss (“FVTPL"); (ii) those to be measured
subsequently at fair value through other comprehensive income (“FVOCI"); and (iii) those to be measured at
amortized cost. The classification of financial assets depends on the business model for managing the financial
assets and whether the contractual cash flows represent solely payments of principal and interest (“SPPI”).
For long-term investments that are not held for trading, gains and losses will be recorded in profit or loss,
unless, the Company has made an irrevocable election at the time of initial recognition to account for the
investment at fair value through other comprehensive income. These long-term investments in convertible
notes or convertible debentures are subsequently measured at fair value, and gains or losses, including
interest income or dividend income, are recognized in profit or loss. Financial liabilities are classified as those
to be measured at amortized cost unless they are designated as those to be measured subsequently at FVTPL
(irrevocable election at the time of recognition). For assets and liabilities measured at fair value, gains or losses
are either recorded in net loss or other comprehensive income (loss).

The Company reclassifies financial assets when one of the following occurs; (i) when its business model for
managing those assets changes; (ii) the Company’s investment has significant influence over the associate
when it holds equity securities giving it the power to participate in the financial and operating policy decisions
of the investee, without having control or joint control over those policies. Financial liabilities are not
reclassified.
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All financial instruments are initially measured at fair value. The following table summarizes the subsequent
measurement for the Company’s financial assets and liabilities under IFRS 9:

Financial instrument Subsequent measurement
Financial asset:
Cash FVTPL
Trade and other receivables Amortized cost
Convertible debt — derivative asset FVTPL
Investments in convertible notes and promissory note Amortized cost

Financial liabilities:

Bank operating loan Amortized cost

Trade and other payables Amortized cost

Long term debt Amortized cost

Earn-out liability FVTPL

Convertible debt — host debt Amortized cost

Convertible debt — forced conversion and derivative features FVTPL
Impairment

When assessing impairment of financial assets measured at amortized cost, the Company applies the
simplified approach to provide for expected losses prescribed by IFRS 9, which requires the use of the lifetime
expected credit losses. In estimating the lifetime expected loss provision, the Company considers historical
internal and industry default rates as well as credit ratings of major customers.

Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire
or when the contractual rights to those assets are transferred.

Financial liabilities are derecognized when the obligation is discharged, cancelled, or expired.
R) Business acquisitions

The Company uses the acquisition method of accounting for business acquisitions. Acquired assets and
assumed liabilities are recognized at their fair values at the acquisition date. For those acquisitions that
include a contingent consideration arrangement, the contingent consideration is measured at its acquisition
date fair value and subsequent changes in such fair value amounts are recognized in net loss.

Acquisition-related costs are recognized in net loss as incurred.

Goodwill arising on acquisition is recognized as an asset and initially measured at cost, being the excess of
the fair value of consideration paid over the Company’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognized. If the net amounts assigned to the assets acquired and liabilities
assumed exceed the consideration paid, then the Company is required to reassess the value of both the
consideration paid and net assets acquired and any excess remaining after this reassessment is recognized
immediately in net loss. Goodwill is initially recognized as an asset at cost and is subsequently measured at
cost less any accumulated impairment losses.

If the initial accounting for a business acquisition is incomplete by the end of the reporting period in which the
acquisition occurs, the Company will report provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see below), or
additional assets or liabilities are recognized, to reflect new information obtained about facts and
circumstances at the acquisition date that, if known, would have affected the amounts recognized at that date.

The measurement period is the period from the date of acquisition to the date the Company obtains complete
information about facts and circumstances as of the acquisition date, to a maximum of one year.
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5.

S) New accounting policies

There are no new standards issued but not yet effective as of January 1, 2024, that have a material impact
to the Company’s consolidated financial statements.

Trade and other receivables

Trade and other receivables consist of the following components as at December 31, 2023, and 2022:

2023 2022

Trade receivables $ 10,802 $ 5,951
Holdbacks 2,053 1,457
Other receivables 54 11
Expected Credit Loss (44) (82)
$ 12,865 $ 7,337

Trade receivables and holdbacks are unsecured and non-interest bearing and are generally on varying terms
from net 30 to net 90 or paid when paid and are usually subject to standard ten percent construction holdback on
most sales over $100. 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 or a warranty period. The Company is normally a
subcontractor to th