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ANNOUNCEMENT

The Company announces that the Group entered into the Termination Agreement with the
Shuyang Municipal Government to terminate and discharge of its obligations under the
Investment Agreement regarding the operations of the Municipal Waste Treatment Plants.

Reference is made to the announcement (the “Announcement”) of the Company dated 5 January
2012 relating to the Termination Notice served by the Shuyang Municipal Government. Terms used
herein shall have the same meaning as those used in the Announcement unless otherwise defined.

Following the receipt of the Termination Notice, the Company has consulted with its legal advisers
as to the Chinese laws and has been advised that given the inability of the Municipal Waste
Treatment Plant to fulfill the requirement under the Investment Agreement, Shuyang ITAD may
be in breach of the Investment Agreement and may potentially bear the liability of over HK$100
million and that the land may be re-possessed and the buildings thereon may be taken over by
the Shuyang Municipal Government for such potential breach of the Investment Agreement. After
having assessed the potential adverse impact on the Group as a result of the potential breach of the
Investment Agreement, the Group agreed to enter into the termination agreement (the “Termination
Agreement”) dated 9 January 2012 with the Shuyang Municipal Government and mutually agreed
to terminate the Investment Agreement and discharge its liabilities and obligations under the
Investment Agreement.

The Group is in the course of negotiating with an independent state-owned enterprise to utilise the
facilities of the Municipal Waste Treatment Plant for the operations of its garbage power plant to
be constructed in Shuyang county and further announcement will be made as and when appropriate
by the Company in this regard.



The Municipal Waste Treatment Plant is the principal operating asset of the Group’s waste
treatment business segment. Based on the Group’s unaudited financial information, the plant and
equipment of the Municipal Waste Treatment Plant amounted to over HK$50 million as at 30
September 2011 which may be subject to provision as a result of the Termination Agreement. As
disclosed in the Company’s annual reports, substantial loss has been continuously incurred by
this business segment since 2009 which amounted to approximately HK$5.8 million, HK$11.8
million and HK$20.7 million for each of the three years ended 31 March 2009, 2010 and 2011,
respectively. Having considered the loss stated above, together with the potential legal liabilities
to be born by the Group, the directors of the Company are of the view that the entering into the
Termination Agreement is in the interest of the Company and its shareholders as a whole.
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