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DIRECTORS’ STATEMENT

The group posted a consolidated net loss after tax of $925m for the third quarter and
$1,138m loss for the nine months ending September 2010. This compares to a $291m
loss and a $75m loss for the prior year periods. The loss for the third quarter is largely
due to the shutdown of the new Kiln 5 for 40 days during August and September,
resulting in a net under recovery of costs totalling $400m, a reduction in domestic sales
revenues of $300m and a $93m accrual for redundancy costs on account of a manpower
rationalization programme that is currently being implemented.

Though the shutdown of the kiln resulted in a very significant negative impact to the
profit and loss account, it provided a very positive outcome to the company’s cash flow.
A net positive cash flow of $113m was achieved during the shutdown period as a result
of the conversion of the company’s ever increasing clinker inventory into cement and
then into cash.

The third quarter loss is also due to the continued plummeting in the domestic market
for cement, which has declined by approx 31% over the last three years. The situation
has been exacerbated by the continued and increased levels of dumped cement in the
local market place, aided and abetted by inconsistencies in the recent rulings of the
Anti Dumping Commission. With the Commission concluding that cement imported from
the USA had a dumping margin of 59.7% and “poses a threat of material injury to the
local industry that is clearly foreseen and imminent,” but going on to conclude that “the
Commission is not persuaded that it is necessary to impose a provisional duty on goods
under consideration” is an inconsistency that we cannot comprehend and are taking the
necessary legal steps to appeal. We are currently awaiting the final determination on
cement imported from the Dominican Republic where the Commission has determined
an even larger 84.69% dumping margin exists.

Presumably as a consequence of the ruling by the Anti Dumping Commission,
the three importers have been increasing their level of imports, which for August and

September totalled 38% of the total domestic sales for those months, and their market
share increased to 19% in August and 28% in September. The significant increase in
inventory levels of imported dumped cement for each of the importers to a level which,
based on their current level of sales, is beyond the expected “shelf life” of the cement
they have imported means that we can expect even more aggressive initiatives by the
importers to sell their excess inventories.

As a consequence of all the factors mentioned above, the quantity of cement sold
by the company to domestic customers for the third quarter was 23% below the prior
year period and 17% below for the corresponding nine months. This indicates that the
situation continues to deteriorate at an accelerated pace. It is to be noted that in 2005
and 2006 when the expansion project was started, the company’s average monthly sales
exceeded 70,000 tonnes and this was projected to increase in subsequent years. The
continuous market decline and increased presence of dumped cement have diminished
the company’s sales volume to an average of 39,000 tonnes per month during the third
quarter of 2010.

Though we continue to make inroads into the export market, the level of sales during
the third quarter was restricted due to the very heavy rains which prevented the loading
of ships. However, tonnes sold during the third quarter and year to date amount to a
100% increase over prior year period, but do not offset the loss in the domestic market.

The impact on the company’s balance sheet of the $1.1 billion loss for the nine
months ending September 2010 has been that the steps taken at the beginning of 2010
to strengthen the balance sheet have been lost [i.e.: the conversion of US$15m of debt
due to the parent company into redeemable preference shares and the rescheduling of
the operating lease of kiln 4, both in January 2010]. To fund the losses incurred during
the nine months to September 2010 a further $800m of long term debt and $300m of
short term have been incurred, mostly provided by the parent company, a situation that

is not sustainable. With the significant risks to the long-term viability of the company, a
further cost reduction programme has commenced, including a manpower rationalization
programme recognizing that labour cost is the second largest element of our total cost of
production; hence the $93m accrual for redundancy cost during the third quarter of 2010.

OUTLOOK

We have noted that there has been some rebound in cement sales in the 4th quarter
and the Ministry of Works has announced a fairly significant infrastructure restoration
programme over the next six months that should see some improvement in domestic
demand. At the same time we remain cautious in regard to its sustainability since our
economic recovery is influenced by so many international factors. We expect to be
successful in our pursuits of fairness and justice in the trade matters that are before
the Anti Dumping and Subsidies Commission, however it could be protracted. While
continuing to improve our cost profile, we are actively exploring additional revenue
generation initiatives. In this regard we have initiated discussions for the supply of
significant volumes of product to a South American country which will improve our asset
utilization and restore reasonable returns. The negotiations are at a sensitive stage but
we expect to be supplying this new market within the first quarter of 2011.
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