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Company announcement
September 16 2022

Update on the Reinstatement of PET’s Shares

On 11 July 2022, Phoslock Environmental Technologies (ASX:PET) announced that it received
correspondence from the ASX stating that the Company’s securities will be reinstated to quotation on
the ASX subject to certain conditions being met (collectively, Conditions and each a Condition).

On 15 September 2022, the Company received confirmation from ASX that upon the release of this
announcement, the Company will have satisfied all of the Conditions set out in the July 11 2022
correspondence resulting in the Company’s securities being reinstated to quotation on the ASX’s
official list on Friday 16 September 2022.

Content of announcement

This announcement includes:

1. an update on the past fraud and mismanagement issues that have impacted PET, including full
disclosure of any known ongoing investigations; and

2. the pre-reinstatement disclosures required by the ASX.

As mentioned above, the Company has received correspondence from the ASX that, by releasing this
announcement, PET will have satisfied all the conditions for its shares to be reinstated to quotation on
the ASX.

Update on the past fraud and mismanagement issues

In the webinar/announcement released to the ASX on 16 November 2021 (the November
Announcement), the Company provided a lengthy and detailed update as to its responses to the past
fraud and mismanagement issues that have impacted the Company.

In addition, further updates relating to PET’s operations in China were provided in an announcement
released to the ASX on 27 May 2022 (May Announcement); an announcement released to the ASX
on 7 July 2022 (July Announcement) and the most recent webinar/announcement held on August
31, 2022 (August Announcement)

The purposes of these announcements were to:

1. provide a further update regarding the past fraud and mismanagement issues which have
impacted the Company, including any developments leading up to each announcement; and

2. supplement that disclosure with information concerning the ongoing risks to the Company that are
inherent in those matters.
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As noted in previous disclosures, the Company’s past fraud and mismanagement issues reflect
matters that occurred while the Company was under previous management, with the management
concerned having now exited the business, and these issues were uncovered by current management
shortly after joining the Company in 2020.

Regulatory

As indicated in the November Announcement, the Company self-reported the suspected fraud,
foreign bribery and mismanagement issues identified by current management and entered into an
Investigation Cooperation Agreement (ICA) with the Australian Federal Police (AFP) which requires
the Company to engage cooperatively with the AFP.

The Company’s engagement with the AFP is ongoing. In accordance with the ICA between AFP and
the Company, the Company has/is committed to providing proactive and fulsome cooperation to the
AFP. Proactive and fulsome cooperation will be an important factor for the Commonwealth Director of
Public Prosecutions (CDPP) when deciding whether or not to prosecute the Company or offer it a
Deferred Prosecution Agreement should that option become available under Australian Law. Even if
the CDPP ultimately decides to prosecute the Company, proactive and fulsome cooperation will also
be a significant mitigating factor for sentencing purposes in respect of penalties to be imposed on
PET.

The Company has incurred approximately $147,000 in legal costs in connection with the AFP
investigation to date in CY2022. It has also incurred approximately $645,000 in other investigation and
advisory service fees this calendar year. The Company’s anticipated cost and expense for the
remainder of CY2022 is $122,000 in legal fees and $395,000 in investigation and advisory service
fees.

The agreement deals primarily with offences in the nature of bribery and foreign corruption. There are
other offences and proceedings which may be of relevance to the Company’s past actions, some of
which are within the purview of the AFP, while others are the domain of other regulatory agencies.
The Company intends to keep progressing its management of these matters in the manner reflected
in its agreement with the AFP.

The Company has engaged in discussions with the Australian Securities and Investments Commission
(ASIC). ASIC has been making enquiries in relation to PET and its financial accounts that have been
lodged with ASIC. The AFP has also referred the matter to ASIC for its consideration.

There is a risk that the Company will be exposed to judgments, fines and penalties arising from
regulatory activity including the AFP’s investigation and ASIC’s inquiries that may have an adverse
impact on its financial performance and financial position.

Claims by or against other persons involved in the Company’s affairs

The November Announcement made reference to the BHZQ outstanding receivables, noting that at
that time it was the subject of arbitration and court review in China. On 10 January 2022, the
Company announced that it had reached a settlement of those Chinese proceedings, which included
significant payments on account of the BHZQ receivables. Further, in the July Announcement, the
Company confirmed that a court in China ordered the payment of outstanding receivables to PET’s
Beijing based subsidiary, Beijing Ecosystime Environmental Science and Technology Co., Ltd, in
relation to the XingYun Lake Project.

The November Announcement noted that the Company was “continuing to investigate potential
claims against certain individuals. . .with the aim of having the relevant parties held accountable for
their actions. . .we intend to take legal action against those responsible for the fraud, mismanagement
and gross negligence that we have found and that have resulted in loss and damage to the company.
We are in the final stages of examining the viability of those claims. We will update you with further
information as soon as we confirm that we have viable claims, and proceedings are commenced. We
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would like to emphasise that any action we do take will be taken with strong regard to costs — we will
not spend money unless it is justified.”

The May Announcement stated the Company’s “intention is to imminently file a legal claim seeking
damages from former director Zhigang Zhang.” In addition, it stated the Company’s intention is to
“serve a letter of demand on our former CEO and Managing Director Rob Schuitema. Further, "other
potential claims are being considered and shareholders will be kept up to date as those matters
progress”.

The Company notes that in many circumstances, the initiation of a claim can accelerate or heighten
the prospect of counterclaims, or of separate claims relating to similar matters. In this regard, and
more generally in relation to the prospect of claims being made against the Company, the Company
makes the following statements:

1. The Company has not received any third-party claims, or letters of demand relating to these
matters.

2. As far as the Company is aware, no proceedings have been filed against it in relation to these
matters.

3. The Company’s perspective on such claims, should they arise, is that they will be defended and
prosecuted with the objective of liability being borne by the actual wrongdoers to the maximum
extent possible, and not by the Company’s shareholders.

4. Having expended considerable time, effort and cost in investigating these fraud and
mismanagement issues, the Company believes it is well placed to defend any claims that should
arise with the objective stated above (namely that liability is borne by those wrongdoers).

5. If any claims are made against the Company, or if these risks progress or develop, the Company
will continue to keep shareholders appraised of such developments in a timely manner, and in
accordance with the law and the ASX Listing Rules.

Further, following the fraud and mismanagement issues, the Company has been, and continues to be,
exposed to a higher risk of being involved in proceedings, claims and disputes, whether initiated by
the Company or persons previously involved with the Company’s affairs. Any litigation, claim or
dispute relating to the Company’s past fraud and mismanagement issues may have an adverse impact
on the financial performance and financial position of the Company.

After carefully considering (1) inquiries and investigations currently on foot by regulators, with
compulsory powers to access documents and information, (2) the significant resources that would be
expended by the Company and its key personnel in pursuing these claims, (3) the quantum of
potential compensation that could be obtained by the Company, should the claims be successful, the
Company has determined to await the outcome of inquiries by regulatory agencies before the filing of
legal claims against the aforementioned parties. The Company will keep shareholders appraised of
any developments in this regard.

Pre-Reinstatement Disclosures

PET's securities were suspended from official quotation on 21 September 2020 due to investigations
into the Company’s fraud and mismanagement issues. As noted above, the Company has received
correspondence from the ASX that, by releasing this announcement, PET will have satisfied all the
conditions for its shares to be reinstated to quotation on the ASX.

The Company provides the following confirmations to satisfy the Conditions for reinstatement of its
securities to official quotation on the ASX.

Timeframe for investment of funds to comply with Listing Rule 12.3

The Company proposes to invest and use its funds in accordance with the table set out below in order
to comply with Listing Rule 12.3.
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FY2022
(1 January — 31 December 2022)
Cash flows YTD Actual YTD Actual | YTD Projection | YTD Projection
(3 Months) (6 Months) (9 Months) (12 Months)
($°000) ($°000) ($°000) ($‘000
Receipts form Customers 2,500 3,300 4,400 5,600
Staff / Corp / Admin Costs (3,100) (6,200) (8,700) (11,200)
(R)igr; t':’r'g'ggg / Product and (1,240) (1,840) (1,990) (2,690)
Capital Investments (50) (250) (500) (600)
Leases (400) (500) (600) (700)
Cash at beginning of period 22,990 22,990 22,990 22,990
Cash at end of the period 20,700 17,500 15,600 13,400

Shareholder information

The following shareholder information is contained in Schedule A of this announcement:

Part | of Schedule A: The Company’s 20 largest holders of each class of securities to be quoted,
including the number and percentage of each class of securities held by those holders.

Part Il of Schedule A: The Company’s distribution schedule of the numbers of holders in each class of
security to be quoted.

The Company’s capital structure at the time of reinstatement

The Company’s capital structure at the time of reinstatement will be as follows:

Full subscription $°000

Ordinary shares currently on issue 624,390,509 92,398

Working capital statement similar to that required by Listing Rule 1.3.3

The directors consider that, based on the use of funds set out in this disclosure and the reviewed
balance sheet submitted as part of the June 30 2022 Appendix 4D, the Company will have sufficient
working capital (of at least $1.5 million) to meet its working capital requirements and carry out its
activities following the reinstatement of its securities to quotation.

Confirmation that the Company is in compliance with the Listing Rules (including Listing Rule
3.1)

The Company confirms that, Matthew Parker, the CFO and Company Secretary of PET, is the person
responsible for communication with the ASX.

The Company confirms that it is in compliance with the Listing Rules and, in particular, with Listing
Rule 3.1.
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This announcement has been approved by the Managing Director and Chairman

Mr David Krasnostein AM Mr Lachlan McKinnon
Chairman Managing Director & CEO
—end -
Further information: Lachlan McKinnon Greg Slade
Managing Director and CEO Investor Relations
Imckinnon@phoslock.com.au gslade@phoslock.com.au
p: +61 39110 0002 enquiries@phoslock.com.au
About PET

Phoslock Environmental Technologies Limited (ASX: PET) specialises in engineering solutions and
water treatment products to remediate polluted lakes, rivers, canals and drinking water reservoirs.

Headquartered in Melbourne, PET has offices in Brisbane, Beijing, Bremen (Europe) and Manchester
(UK). PET also has registered entities in Canada, USA and Belgium, and manufacturing operations
based in Changxing, China. PET is represented by licensees, distributors and agents in numerous
other countries including HydroScience in Brazil.

Phoslock® is a proprietary and unique water treatment product that permanently binds excess
phosphorus in the water column and sediments.

Phoslock is certified for use in drinking water in North America, Europe, Brazil, Australia, and China.
Along with Phoslock, PET also supplies zeolites and specialised solutions that address water pollution
issues.

www.phoslock.com.au

Page 5


http://www.phoslock.com.au/

SCHEDULE A: Shareholder Information

The shareholder information set out below was applicable as at 14 September 2022.

Part I: Top 20 Shareholders

No. of

% of total
shares
issued

Shareholder ordinary

shares held

LINK TRADERS (AUST) PTY LTD SUITE 405 55,411,368 8.87
ZZL PTY LTD <ZZL FAMILY A/C> 25,104,000 4.02
MR EVAN PHILIP CLUCAS 14,948,984 2.39
CITICORP NOMINEES PTY LIMITED 13,427,353 2.15
LINK ENTERPRISES (INTERNATIONAL) PTY LTD 12,640,146 2.02
J P MORGAN NOMINEES AUSTRALIA PTY LIMITED 9,114,207 1.46
MR TINGSHAN LIU 6,263,120 1.00
HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED 6,149,179 0.98
NEWVEST PTY LTD 6,099,860 0.98
LESWEEK PTY LIMITED 5,559,051 0.89
MR KYLE STUART PASSMORE 5,527,500 0.89
QUIZETE PTY LTD 5,279,000 0.85
MR JIAN DENG 5,270,000 0.84
MR EDWIN PAUL CAYZER 5,137,483 0.82
SHARKY HOLDINGS PTY LTD <MORRIS FAMILY A/C> 4,800,000 0.77
MR MARIO SPIRANOVIC 4,786,827 0.77
MR DAVID NEVILLE COLBRAN 4,715,575 0.76
MERRILL LYNCH (AUSTRALIA) NOMINEES PTY LIMITED 4,081,677 0.65
THIRTY SIXTH VILMAR PTY LTD 4,037,875 0.65
HONGMEN PTY LTD <HONGMEN FAMILY A/C> 3,756,191 0.60

Total | 202,109,386 32.36

Part II: Distribution of securities

% of total shares No. of ordinary

No. of holders

Size of holding

issued shares

1 to 1,000 632 0.05 310,142
1,001 to 2,000 605 0.15 906,581
2,001 - 5,000 1,244 0.68 4,245,378
5,001 to 10,000 1,228 1.49 9,299,531
10,001 to 100,000 3,480 19.14 119,515,536
100,001 and over 820 78.49 490,113,341

Total 8,009 100.00 624,390,509
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