
 
FIBRECHEM TECHNOLOGIES LIMITED 
 
 
FIRST QUARTER FINANCIAL STATEMENTS AND DIVIDEND ANNOUNCEMENT FOR THE PERIOD 
ENDED 31 MARCH 2008 
 
 
PART I - INFORMATION REQUIRED FOR ANNOUNCEMENTS OF QUARTERLY (Q1, Q2 & Q3), HALF-YEAR 

AND FULL YEAR RESULTS 
 
1(a) An income statement (for the group) together with a comparative statement for the corresponding 

period of the immediately preceding financial year. 
 
 The figures presented below have not been audited. 
 
 PROFIT AND LOSS STATEMENTS FOR THE THREE MONTHS AND YEAR ENDED 31 MARCH 2008 
 

 
 

  Note: 
  

(1) Other income comprises mainly income from sale of scrap. 
 
The profit before income tax is arrived at after charging the following: 

 

31.3.2008 31.3.2007 % change
HK$'000 HK$'000 +/(-)

Revenue 491,239                     378,316                29.8%
Cost of sales (308,479)                    (235,615)               30.9%
Gross Profit 182,760                     142,701                28.1%
Other income (Note) 139                            847                       -83.6%
Selling and distribution expenses (11,520)                      (6,348)                   81.5%
Administrative expenses (18,182)                      (10,546)                 72.4%
Interest income 3,341                         764                       337.3%
Financial expenses (6,551)                        (6,566)                   -0.2%
Profit before income tax 149,987                     120,852                24.1%
Income tax expenses (16,014)                      (14,687)                 9.0%
Profit after income tax 133,973                     106,165                26.2%

Earnings per share
 - Basic HK$0.15 HK$0.13
 - Diluted HK$0.13 HK$0.12

3 months ended
Group

31.3.2008 31.3.2007
HK$'000 HK$'000

Amortisation of lease premium for land 399                      800                      
Interest on bank loans 6,551                   4,918                   
Interest on RCPS liability component -                          1,648                   
Depreciation 18,697                 12,963                 

3 months ended
Group



1(b)(i) A balance sheet (for the issuer and group), together with a comparative statement 
as at the end of the immediately preceding f inancial year. 

 
 BALANCE SHEET AS AT 31 MARCH 2008 

 

 
  
 
 

Company
31.3.2008 31.12.2007 31.3.2008 31.12.2007
HK$'000 HK$'000 HK$'000 HK$'000

ASSETS

Current assets
Cash and cash equivalents 1,003,444  1,047,947     5,997         11,269        
Lease premium for land - current portion 1,600 2,622 -                 -                 
Trade receivables 289,719 226,459 -                 -                 
Other receivables and prepayments 12,778 5,410 9,106 106
Inventories 48,269 79,487 -                 -                 
Amount due from subsidiaries -                 -                   1,501,180  1,511,609   
Total current assets 1,355,810 1,361,925 1,516,283 1,522,984

Non-current assets
Investments in subsidiaries -                 -                   329,625     329,625      
Property, plant and equipment 1,313,393 1,266,200 -                 -                 
Lease premium for land - non-current portion 104,807 99,639 -                 -                 
Deposit paid for acquisition of property, plant and equipment 440,570 251,611 -                 -                 
Deposit paid for acquisition of lease premium for land 24,000 22,979 -                 -                 
Total non-current assets 1,882,770 1,640,429 329,625     329,625      

Total assets 3,238,580 3,002,354 1,845,908  1,852,609   

LIABILITIES AND EQUITY

Current liabilities
Trade payables 130,709 95,904 -                 -                 
Accrued charges 35,090 33,126 5,814         7,717          
Bank loans 125,775 118,950 125,775     118,950      
Amount due to subsidiary -                 -                   66,159       52,257        
Income tax payable 20,038 15,457 -                 
Total current liabilities 311,612 263,437 197,748     178,924      

Non-current liability
Bank loans 282,750 296,400 282,750     296,400      

Capital and reserves
Issued capital 9,152 9,152 9,152         9,152          
Non-redeemable convertible non-cumulative preference shares 597,981 597,981 597,981     597,981      
Reserves 657,228 589,500 567,924     567,474      
Retained earnings 1,379,857  1,245,884     190,353     202,678      
Total equity 2,644,218 2,442,517 1,365,410  1,377,285   

Total liabilities and equity 3,238,580  3,002,354     1,845,908  1,852,609   

Group



1(b)(ii) Aggregate amount of groupÕs borrowings and debt securities. 
 

 
 
 
 

Amount repayable in one year or less, or on demand

Secured Unsecured Secured Unsecured
HK$'000 HK$'000 HK$'000 HK$'000

 NIL 125,775  NIL 118,950

Amount repayable after one year Amount repayable after one year

Secured Unsecured Secured Unsecured
HK$'000 HK$'000 HK$'000 HK$'000

NIL 282,750 NIL 296,400

Details of any collateral Details of any collateral

Guaranteed by Honglin International Company 
Limited

Guaranteed by Honglin International Company 
Limited

As at 31 March 2008 As at 31 December 2007

As at 31 March 2008 As at 31 December 2007



1(c) A cash f low statement (for the group), together with a comparative statement for the corresponding 
       period of the immediately preceding f inancial year. 
  

CONSOLIDATED CASH FLOW STATEMENTS 
 

 
 

  
 
 

31.3.2008 31.3.2007

HK$'000 HK$'000

Cash flows from operating activities:

Profit before income tax 149,987           120,852           
Adjustment for:
Amortisation of lease premium for land 399                  800                  
Interest on bank loans 6,551               4,918               
Finance cost in respect of liability component of redeemable
    non-cumulative convertible preference shares -                       1,648               
Recognition of equity-settled share-based payments 450                  -                       
Depreciation 18,697             12,963             
Interest income (3,341)              (764)                 
Operating profit before working capital changes 172,743           140,417           

Trade receivables (63,260)            68,185             
Other receivables and prepayments (7,368)              13,217             
Inventories 31,218             16,285             
Trade payables 34,805             (14,107)            
Accrued charges 1,964               (6,378)              
Cash generated from operations 170,102           217,619           

Interest received 3,341               764                  
Interest paid (6,551)              (4,918)              
Income tax paid (12,081)            (16,409)            
Net cash from operating activities 154,811           197,056           

Cash flows from investing activities:

Purchase of property, plant and equipment (9,615)              (33,645)            
Decrease in bank deposits -                       7,815               
Deposits paid for acquisition of property, plant and equipment (177,777)          7,047               
Deposit paid for acquisition of lease premium for land -                       (3,892)              
Net cash used in investing activities (187,392)          (22,675)            

Cash flows from financing activities:

New bank loans raised -                       39,000             
Repayments of loans (6,825)              -                       
Net cash (used in) from financing activities (6,825)              39,000             

Net (decrease) increase in cash and cash equivalents (39,406)            213,381           
Cash and cash equivalents at beginning of financial period 1,047,947        244,471           
Effects of exchange rate changes on
  balance of cash held in foreign currencies (5,097)              -                       
Cash and cash equivalents at end of financial period 1,003,444        457,852           

Group

3 months ended



 
 

1(d)(i) A statement (for the issuer and group) showing either (i) all changes in equity or (ii) changes in 
equity other than those arising from capitalisation issues and distributions to shareholders, 
together with a comparative statement for the corresponding period of the immediately preceding 
financial year.  

 
 

 
 
 
  
 
 
 
 
 
 
 

Redeemable
non-cumulative

convertible
preference Currency

Issued Share shares equity Merger translation Legal Contributed Accumulated
capital premium reserve reserve reserve reserve surplus profits Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Group

Balance at 1 January 2007 3,976     -                          117,186   14,503               (3,076)    -                 66,822       93,823    -                  843,193          1,136,427   

Profit for the financial period -             -                          -              -                         -             -                 -                 -             -                  106,165          106,165      

Total recognised income and expenses 
    for the period

-             -                          -              -                         -             -                 -                 -             -                  106,165          106,165      

Balance at 31 March 2007 3,976     -                          117,186   14,503               (3,076)    -                 66,822       93,823    -                  949,358          1,242,592   

Balance at 1 January 2008 9,152     597,981               240,581   -                         (3,076)    444            199,663     151,888  -                  1,245,884       2,442,517   

Exchange differences arising on 
    translation of foreign operations

-             -                          -              -                         -             -                 67,278       -             -                  -                     67,278        

Net income recognised directly in equity -             -                          -              -                         -             -                 67,278       -             -                  -                     67,278        

Profit for the financial period -             -              -                         -             -                 -                 -             -                  133,973          133,973      

Total recognised income and expenses 
    for the period

-             -                          -              -                         -             -                 67,278       -             -                  133,973          201,251      

Recognition of equity-settled
    share-based payments

-             -                          -              -                         -             450            -                 -             -                  -                     450            

Balance at 31 March 2008 9,152     597,981               240,581   -                         (3,076)    894            266,941     151,888  -                  1,379,857       2,644,218   

Company

Balance at 1 January 2007 3,976     -                          117,186   14,503               -             -                 -                 -             326,449       77,527           539,641      

Loss for the financial period -             -                          -              -                         -             -                 -                 -             -                  (9,926)            (9,926)        

Total recognised income and expenses 
    for the period

-             -                          -              -                         -             -                 -                 -             -                  (9,926)            (9,926)        

Balance at 31 March 2007 3,976     -                          117,186   14,503               -             -                 -                 -             326,449       67,601           529,715      

Balance at 1 January 2008 9,152     597,981               240,581   -                         -             444            -                 -             326,449       202,678          1,377,285   

Loss for the financial period -             -                          -              -                         -             -                 -                 -             -                  (12,325)          (12,325)      

Total recognised income and expenses 
    for the period

-             -                          -              -                         -             -                 -                 -             -                  (12,325)          (12,325)      

Recognition of equity-settled
    share-based payments

-             -                          -              -                         -             450            -                 -             -                  -                     450            

Balance at 31 March 2008 9,152     597,981               240,581   -                         -             894            -                 -             326,449       190,353          1,365,410   

Non-redeemable 
convertible non-

cumulative 
preference 
convertible 

shares

Equity-
settled 

employee 
benefits 
reserve



 
 
 
 
 
 
1(d)(ii) Details of any changes in the company's share capital arising from rights issue, bonus   issue, 

share buy-backs, exercise of share options or warrants, conversion of other issues of equity 
securities, issue of shares for cash or as consideration for acquisition or for any other purpose 
since the end of the previous period reported on. State also the number of shares that may be 
issued on conversion of all the outstanding convertibles, as well as the number of shares held as 
treasury shares, if  any, against the total number of issued shares excluding treasury shares of the 
issuer, as at the end of the current financial period reported on and as at the end of the 
corresponding period of the immediately preceding financial year. 

 
  Number of shares  HK$ 
Ordinary shares of HK$0.01 each at      
1 Janaury and 31 March 2008  915,248,888  9,152,489 

 
 There were no changes in the companyÕs share capital in Q1 2008. There were no treasury shares as at 

the beginning and end of the financial period. 
  

 There were no options granted nor were there shares issued pursuant to the EmployeeÕs share option 
scheme or the performance share plan. No shares were issued pursuant to the conversion of the NCPS 
(as defined below): 

 
 Non-Redeemable Non-Cumulative Convert ible Preference Shares 
 

 On 3 October 2007, the Company completed the rights issue of 228,812,222 new non-redeemable non-
cumulative convertible preference shares (ÒNCPSÓ) of HK$0.01 par value each in the capital of the 
Company at an issue price of S$0.50 for each NCPS. The gross proceeds from the rights issue of the 
NCPS was approximately S$114.4 million (equivalent to approximately HK$600.0 million). The NCPS are 
convertible into fully paid ordinary shares of par value HK$0.01 each (ÒSharesÓ) at a ratio of one (1) 
Share for every two (2) NCPS converted. The NCPS are convertible at the sole option of the Company 
anytime after eighteen (18) months from the date of issue of the NCPS. An additional one-off preferential 
cash dividend of S$0.50 for every two (2) NCPS converted is payable to the NCPS holders. For details, 
please refer to the circular and offer information statement to the shareholders dated 6 August 2007 and 
7 September 2007 respectively. 

 
1(d)(iii)  To show the total number of issued shares excluding treasury shares as at the end of the current 

financial period and as at the end of the immediately preceding year. 
 

  Number of shares  HK$ 
Ordinary shares of HK$0.01 each at      
1 Janaury and 31 March 2008  915,248,888  9,152,489 

 
 
1(d)(iv)  A statement showing all sales, transfers, disposal, cancellat ion and/or use of treasury shares as at 

the end of the current financial period reported on. 
 

 Not applicable. 
 
2. Whether the figures have been audited or reviewed and in accordance with which audit ing 

standard or practice. 
 

The figures have not been audited nor reviewed by the auditors.  
 
3.  Where the figures have been audited or reviewed, the auditorsÕ report (including any 

qualif ications or emphasis of a matter). 
 

Not applicable. 
 



4.  Whether the same accounting policies and methods of computation as in the issuerÕs most 
recently audited annual financial statements have been applied. 

 
There were no changes in the relevant accounting policies and methods of computation adopted by the 
Group and the Company for the preparation of the financial statements for the current reporting period 
compared with the audited financial statements as at 31 December 2007. 

 
5. If there are any changes in the accounting policies and methods of computation, including any 

required by an accounting standard, what has changed, as well as the reasons for, and the effect 
of, the change.  
 
Not applicable. 
 

6. Earnings per ordinary share of the group for the current financial period reported on and the 
corresponding period of the immediately preceding f inancial year, after deducting any provision 
for preference dividends. 
 

  
The calculation of basic earnings per ordinary share (ÒEPSÓ) for the three months ended 31 March 2008 is 
based on the GroupÕs profit after income tax of HK$133,973,000 (Q1 2007: HK$106,165,000), divided by 
the weighted average number of 915,248,000 ordinary shares (Q1 2007: 795,248,000(1) ordinary shares). 
 
The calculation of EPS on a fully diluted basis for the three months ended 31 March 2008, according to IAS 
33, is based on the GroupÕs adjusted profit after tax of HK$133,973,000 (Q1 2007: HK$107,813,000), 
divided by the weighted average number of 1,030,559,000 ordinary shares (Q1 2007: 915,248,000(1) 
ordinary shares). The GroupÕs profit after tax is adjusted for amortisation of interest on, and dividends paid 
in respect of, the liability component of the redeemable non-cumulative convertible preference shares 
(ÒRCPSÓ). The enlarged share capital assumes the conversion of RCPS and the non-redeemable non-
cumulative convertible preference shares into dilutive potential ordinary shares. The enlarged share capital 
also includes the number of dilutive potential ordinary shares to be awarded under the employeeÕs 
performance share plan. 
 
Note: 
 
(1) Adjusted for 1-for-1 bonus issue. 
 
 

7.  Net asset value (for the issuer and group) per ordinary share based on the total number of issued 
shares excluding treasury shares of the issuer at the end of the:- 

 
(a) current f inancial year reported on; and (b) immediately preceding f inancial year. 

 

31 March 2008 31 March 2007

Earnings per share (HK$)

- Basic 0.15 0.13

- On a fully Diluted basis 0.13 0.12

3 months ended

Group

Group Company
As at As at As at As at

31 March 
2008

31 December 
2007

31 March
2008

31 December
2007

Net asset value per share in HK$ based on 
existing issued share capital as at the 
respective period 2.89 2.67 1.49 1.50



Net asset value per ordinary share of the Group and Company were computed based on (1) the 
shareholderÕs equity of our Group and Company as at 31 March 2008 and 31 December 2007, and (2) the 
issued ordinary shares as at both dates of 915,248,000 of HK$0.01 each. 
 
 

8.  A review of the performance of the group, to the extent necessary for a reasonable understanding 
of the groupÕs business. It must include a discussion of the following:- 

 
(a) any signif icant factors that affected the turnover, costs, and earnings of the group for the 
current f inancial period reported on, including (where applicable) seasonal or cyclical factors; and 

 
(b) any material factors that affected the cash flow, working capital, assets or liabilit ies of the 
group during the current financial period reported on. 

 
Review of Operating Results 

  
 Revenue 
 

Revenue for the first quarter of 2008 (Ò1Q08Ó) increased by 29.8% year-on-year to approximately HK$491.2 
million. The new 10,000 tonnes-per-annum bi-component long fibre production line that began operations in 
June 2007 contributed to the increase in overall revenues for the Group. Sales of fashion leather products, 
which began in the second quarter of 2007, added to this year-on-year increase. Revenue in the previous 
fourth quarter of 2007 was higher at HK$499.7 million as 1Q08 was a shorter-than-normal operating period 
due to the Chinese New Year. 
  
Gross profit 
 
Gross profit for the year increased by 28.1% to approximately HK$182.8 million due mainly to new revenue 
streams from long fibre and microfibre leather products mentioned above. Gross margins remained 
comparable at 37.2% (1Q2007: 37.7%). 
 
Selling and distribution expenses 

 
Selling and distribution expenses increased by 81.5% year-on-year as the Group boosted its advertising 
budget for microfibre leather products. Additional costs were also set aside for several new sales offices set 
up in major cities beyond the Fujian province to market the microfibre leather products. These are in 
addition to the overall increase in transportation costs and salaries as the Group expands its operations, 
product mix and customer base. 
 
Administrative, financial and other operating income/expenses 

 
Administrative expenses increased by 72.4% due mainly to an increase in net foreign exchange losses from 
higher USD and HKD bank balances, the introduction of land utilisation tax in 2008 for the Xiamen plant, 
and a general increase in other items including depreciation, insurance and staff-related expenses. A higher 
average bank balance resulted in a higher interest income for the quarter while financial expenses remained 
comparable year-on-year. 

 
Tax 
 
The tax charge represents applicable PRC corporate income tax provided for the period. 
 
Quanzhou Honglin Chemical Fibre Co., Ltd (ÒQuanzhou HonglinÓ) is subject to the full income tax rate 
as its tax relief period had expired on 31 December 2003. With effect from 2008, Quanzhou Honglin is 
subject to income tax at a rate of 25% following changes to the state income tax rate under the new Law 
of the PRC on Enterprise Income Tax. 

 
With effect from 2005, Xiamen Hongxin Specialised Fibre Co., Ltd. (ÒXiamen SpecialisedÓ) is exempted 
from income tax for the first two profitable financial years of operation and thereafter a 50% relief for the 
following three years. The full preferential tax rate of 15% applicable to Xiamen Specialised will be 
gradually increased to 25% over a 5-year transition period ending on 2012. Accordingly, the income of 
Xiamen Specialised is subject to tax in 2008 at a rate of 9% (50% relief from 18% tax rate). 
 



Xiamen Hongxin Microfibre Materials Co., Ltd (ÒXiamen MicrofibreÓ) has opted to pay full income taxes 
for 2006. With effect from 2007, Xiamen Microfibre will be exempted from income tax for two years and 
thereafter a 50% relief for the following three years, which falls within the transition period mentioned 
above. Accordingly, Xiamen Microfibre is not subject to income tax in 2008. 
 
Profit after income tax 

 
Net earnings grew by 26.2% to HK$134.0 million on the back of increases in long fibre and microfibre 
leather contributions. Year-on-year net margins slipped to 27.3% from 28.1% due mainly to higher 
distribution and administrative expenses for the quarter. 
 
Review of Financial Position 

 
Cash position is comparable to FY2007 year-end level. Current ratio decreased to 4.4 times (2007: 5.2 
times) as sales activities in March picked up relative to December 2007, which consumed inventories on-
hand and increased the trade payables balance. 
 
Trade receivables increased by approximately 27.9% as sales activities began to pick up towards the end of 
the quarter. Average debtorsÕ turnover remained comparable at 48 days (2007: 48 days). Inventories 
decreased by approximately 39.3% from previous year-end level as production days were shortened due to 
a plant-wide shut down for the festive season in February 2008. Average inventory turnover remained 
comparable at 19 days (2007: 22 days). 
 
Machinery purchased during the quarter (including deposits paid) accounted for most of the increase seen 
in non-current assets. 
 
Trade payables rose as sales activities picked up towards the end of the quarter. Average creditor days 
remained comparable at 33 days (2007: 32 days). Income tax payable increased due to back payments of 
income tax at quarter-end after a clarification with tax authorities regarding the revised tax rate. The overall 
decrease in bank loans arose from repayments during the quarter. 
 
Overall net tangible assets increased by 8.5% to approximately HK$2.5 billion (2007: HK$2.3 billion). 
 

9.  Where a forecast, or a prospect statement, has been previously disclosed to shareholders, any 
variance between it and the actual results. 

 
No forecast or prospect statement has been previously disclosed to shareholders. 
 

10.  A commentary at the date of the announcement of the significant trends and competitive 
condit ions of the industry in which the group operates and any known factors or events that may 
affect the group in the next reporting period and the next 12 months. 

 
Expansion plans for 2008 are on track Ð all new capacity additions are expected to complete by the first 
quarter of 2009. The first phase of expansion is expected to begin trial production by the end of June 2008, 
comprising a new 10,000 tonnes-per-annum long fibre facility and a 6 million metres-per-annum microfibre 
leather facility. 
 
The Group anticipates microfibre leather revenue to increase in 2008, with new contributions expected from 
the interior furnishing/decoration and car upholstery segments. Accreditation of the microfibre leather 
materials is underway and the Group is continuing its marketing efforts in the domestic automotive and 
fashion apparel industries.  
 
Average raw material costs were relatively stable for the first quarter of 2008 and at this point showed no 
clear signs of appreciating in the short to medium term. Barring unforeseen circumstances, the Group 
expects to see continued growth in 2008. 
 
 



 
11. Dividend 
 
(a)  Current Financial Period Reported On 
 
 Any dividend declared for the current financial period reported on? No. 
 
(b) Corresponding Period of the Immediately Preceding Financial Year 
 
 Any dividend declared for the corresponding period of the immediately preceding financial year? No. 

 
(c)  Date payable 
 

Not applicable. 
 
(d)  Books closure date 

 
Not applicable. 

 
12.  If no dividend has been declared/recommended, a statement to that effect. 
 

No dividend has been declared or recommended in the financial period ended 31 March 2008. 
 
13. Interested person transactions 

 
 Not applicable. 

 
 
 
 
 

BY ORDER OF THE BOARD      
 
 
 
 
James Zhang 
Chairman 
29 April 2008 



FIBRECHEM TECHNOLOGIES LIMITED 
 
 
CONFIRMATION BY THE BOARD 
 
 
The directors of FIBRECHEM TECHNOLOGIES LIMITED, hereby confirm that to the best of their knowledge, 
nothing has come to their attention which may render the first quarter 2008 financial results to be false or 
misleading in any material aspect.  
 


