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Clarification of Financial Liabilities Note in 2015 Financial Statements

Note 17 (a) of the 2015 Financial Statements states that Convertible Notes
and Borrowings with related parties are secured. The Convertible Notes and
Borrowings are supported by guarantees from Phoslock’s Australian
subsidiaries, however the nature of these guarantees are unsecured
obligations. Accordingly, both the Convertible Notes issued to related parties
and Borrowings from a related party should be classified as unsecured. The
Convertible Notes issued to a third party should also be classified as
unsecured.
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