FIBRECHEM TECHNOLOGIES LIMITED

THIRD QUARTER FINANCIAL STATEMENTS AND DIVIDEND ANNOUNCEMENT FOR THE PERIOD
ENDED 30 SEPTEMBER 2007

PART |- 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 ACCOUNTS FOR THE THREE MONTHS ENDED 30 SEPTEMBER 2007

Group
3 months ended 9 months ended
30.9.2007 30.9.2006 % change 30.9.2007 _ 30.9.2006 % change
HK$'000 HK$'000 +(-) HK$'000 HK$'000 +I(-)
Revenue 478,816 367,698 30.2% 1,315,868 862,673 52.5%
Cost of sales (289,871) (225,865) 28.3% (805,098) (537,616) 49.8%
Gross Profit 188,945 141,833 33.2% 510,770 325,057 57.1%
Other operating income (Note) 871 689 26.4% 6,458 3,009 114.6%
Selling and distribution expenses (7,664) (9,008) -14.9% (21,399) (23,711) -9.8%
Administrative expenses (10,133) (11,711) -13.5% (26,489) (25,677) 3.2%
Financial expenses (7,447) (8,824) -15.6% (23,562) (18,118) 30.0%
Profit before income tax 164,572 112,979 45.7% 445,778 260,560 71.1%
Income tax expenses (16,569) (11,108) 49.2% (47,308) (32,934) 43.6%
Profit after income tax 148,003 101,871 45.3% 398,470 227,626 75.1%
Earnings per share
- Basic HK$0.16  HK$0.13 HK$0.45 HK$0.29
- Diluted HK$0.16 HK$0.11 HK$0.45 HK$0.26

Note:

Q) Other operating income includes interest income from bank deposits and sale of scrap. It also includes, in
1Q2006, a refund of value-added tax paid in respect of certain assets disposed.

The profit before income tax is arrived at after charging the following:

Group
3 months ended 9 months ended

30.9.2007 30.9.2006 30.9.2007 30.9.2006

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

Amortisation of lease premium for land 511 216 2,127 650
Interest on bank loans 7,447 2,100 21,722 3,646
Interest on RCPS liability component - 1,648 1,649 4,944
Dividend paid on RCPS liability component - 1,047 - 5,499
Derecognition of RCPS liability component - - 191 -

Depreciation 16,626 11,313 44,920 24,689



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

BALANCE SHEET AS AT 30 SEPTEMBER 2007

Group Company
30.9.2007 31.12.2006 30.9.2007 31.12.2006
HK$'000 HK$'000 HK$'000 HK$'000
ASSETS
Current assets
Cash and balances with banks 597,460 244 471 534 1,921
Bank deposits - 7,815 - -
Lease premium for land - current portion 2,127 1,046 - -
Trade receivables 190,207 247,562 - -
Other receivables and prepayments 2,229 15,231 119 97
Inventories 69,854 54,976 - -
Amount due from subsidiaries - - 788,246 733,774
Total current assets 861,877 571,101 788,899 735,792

Non-current assets
Investments in subsidiaries - - 329,625 329,625
Property, plant and equipment 1,250,641 953,309 - -

Lease premium for land - non-current portion 70,124 71,143 - -
Deposit paid for acquisition of property, plant and equipment - 140,683 - -
Deposit paid for acquisition of lease premium for land 53,497 48,000 - -
Total non-current assets 1,374,262 1,213,135 329,625 329,625
Total assets 2,236,139 1,784,236 1,118,524 1,065,417
LIABILITIES AND EQUITY

Current liabilities

Trade payables 125,261 101,398 - -
Accrued charges 43,409 28,256 5,592 6,913
Bank loans 77,855 77,855 77,855 77,855
Amount due to subsidiary - - 49,189 17,980
Income tax payable 17,772 17,272 - -
Redeemable non-cumulative convertible preference shares - 112,228 - 112,228
Total current liabilities 264,297 337,009 132,636 214,976
Non-current liability

Long term loan 342,975 310,800 342,975 310,800
Capital and reserves

Issued capital 9,152 3,976 9,152 3,976
Reserves 1,619,715 1,132,451 633,761 535,665
Total equity 1,628,867 1,136,427 642,913 539,641

Total liabilities and equity 2,236,139 1,784,236 1,118,524 1,065,417




Amount repayable in one year or less, or on demand

As at 30 September 2007

Secured Unsecured
HK$'000 HK$'000
NIL 77,855

Amount repayable after one year

As at 30 September 2007

1(b)(i)) Aggregate amount of group® borrowings and debt securities.

As at 31 December 2006

Secured Unsecured
HK$'000 HK$'000
NIL 342,975

Details of any collateral

Guaranteed by Honglin International Company
Limited

Secured Unsecured
HK$'000 HK$'000
NIL 77,855

Amount repayable after one year

As at 31 December 2006

Secured Unsecured
HK$'000 HK$'000
NIL 310,800

Details of any collateral

Guaranteed by Honglin International Company
Limited



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

CONSOLIDATED CASH FLOW STATEMENTS

Group
9 months ended
30.9.2007 30.9.2006
HK$'000 HK$'000

Cash flows from operating activities:

Profit before income tax 445,778 260,560
Adjustment for:
Amortisation of lease premium for land 2,127 650
Interest on bank loans 21,722 3,646
Finance cost in respect of liability component of redeemable

non-cumulative convertible preference shares 1,840 10,443
Depreciation 44,920 24,689
Interest income (1,025) (335)
Operating profit before working capital changes 515,362 299,653
Trade receivables 57,355 (53,364)
Other receivables and prepayments 13,002 (1,806)
Inventories (14,878) (27,189)
Trade payables 23,863 34,832
Accrued charges 15,153 14,762
Cash generated from operations 609,857 266,888
Dividend paid (75,878) (48,051)
Interest received 1,025 335
Interest paid (21,722) (3,646)
Income tax paid (46,808) (32,064)
Net cash from operating activities 466,474 183,462

Cash flows from investing activities:

Purchase of property, plant and equipment (313,696) (86,631)
Decrease in bank deposits 7,815 6,000
Decrease in deposits paid for acquisition of property, plant and equipment 140,683 -
Deposit paid for acquisition of lease premium for land (4,012) -
Net cash used in investing activities (169,210) (80,631)

Cash flows from financing activities:

New bank loans raised 32,175 213,880
Net increase in cash and cash equivalents 329,439 316,711
Cash and cash equivalents at beginning of financial period 244,471 28,011
Net effect of exchange rate changes on consolidating a subsidiary 23,550 (893)

Cash and cash equivalents at end of financial period 597,460 343,829




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
Group
Balance at 31 December 2005 3,976 117,186 14,503 (3,076) 18,095 55,865 - 591,699 798,248
as previously reported
Profit for the financial period - - - - - - - 227,626 227,626
Translation gain - - - - 2,335 - - - 2,335
Dividend paid - - - - - - - (42,552) (42,552)
Balance at 30 September 2006 3,976 117,186 14,503 (3,076) 20,430 55,865 - 776,773 985,657
Balance at 31 December 2006 3,976 117,186 14,503 (3,076) 66,822 93,823 - 843,193 1,136,427
as previously reported
Profit for the financial period - - - - - - - 398,470 398,470
Conversion of RCPS 600 127,972 (14,503) - - - - - 114,069
Bouns shares issued 4,576 (4,576) - - - - - - -
Translation gain - - - - 55,779 - - - 55,779
Dividend paid - - - - - - - (75,878) (75,878)
Balance at 30 September 2007 9,152 240,582 - (3,076) 122,601 93,823 - 1,165,785 1,628,867
Company
Balance at 31 December 2005 3,976 117,186 14,503 - - - 326,449 40,458 502,572
as previously reported
Profit for the financial period - - - - - - - (7,898) (7,898)
Dividend paid - - - - - - - (42,552) (42,552)
Balance at 30 September 2006 3,976 117,186 14,503 - - - 326,449 (9,992 452,122
Balance at 31 December 2006 3,976 117,186 14,503 - - - 326,449 77,527 539,641
as previously reported
Profit for the financial period - - - - - - - 65,081 65,081
Conversion of RCPS 600 127,972 (14,503) - - - - - 114,069
Bouns shares issued 4,576 (4,576) - - - - - - -
Dividend paid - - - - - - - (75,878) (75,878)

Balance at 30 September 2007 9,152 240,582 - - - - 326,449 66,730 642,913




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 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
30 June and 30 September 2007 915,248,888 9,152,489

There were no changes in the company® share capital in Q3 2007.

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

Non-Redeemable Convertible Non-Cumulative Preference Shares

On 3 October 2007, the Company completed the rights issue of 228,812,222 new non-redeemable
convertible non-cumulative preference shares (WCPSQ 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 ((BharesQ 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.

Whether the figures have been audited or reviewed and in accordance with which auditing
standard or practice.

The figures have not been audited nor reviewed by the auditors.

Where the figures have been audited or reviewed, the auditorsO report (including any
gualifications or emphasis of a matter).

Not applicable.

Whether the same accounting policies and methods of computation as in the issuer®@ 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 2005.

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.



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

Group Group
3 months ended 9 months ended
30 Sep 2007 30 Sep 2006 30 Sep 2007 30 Sep 2006
Earnings per share (HK$)
- Basic 0.16 0.13 0.45 0.29
- On a fully Diluted basis 0.16 0.11 0.45 0.26

The calculation of basic earnings per ordinary share (EPSQ for the three months and nine months ended
30 September 2007 is based on the Group® profit after income tax of HK$148,003,000 (Q3 2006:
HK$101,871,000) and HK$398,470,000 (2006: HK$227,626,000) respectwely d|V|ded by the weighted
average number of 915,248,888 ordinary shares (Q3 2006: 795,248, ggg® ordinary shares) and
894,589,547 ordinary shares (2006: 795,248, ggg® ordinary shares) respectively.

The calculation of EPS on a fully diluted basis for the three months and nine months ended 30 September
2007, according to IAS 33, is based on the Group® adjusted profit after tax of HK$148,003,000 (Q3 2006:
HK$104,566,000) and HK$398,470,000 (2006: HK$238,069,000) respectwely d|V|ded by the weighted
average number of 923,953,701 ordinary shares (Q3 2006: 915,248, ggg® ordinary shares) and
897,523,037 ordinary shares (2006: 915,248, 888 ordinary shares) respectively. The Group® 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 (RCPSQ. The enlarged share capital for
2006 assumes the conversion of RCPS into dilutive potential ordinary shares.

Note:

(1) Adjusted for 1-for-1 bonus issue.

Net asset value (for the issuer and group) per ordinary share based on issued share capital of the
issuer at the end of the:-

(@) current financial year reported on; and (b) immediately preceding financial year.

Group Company
As at As at As at As at
30 September 31 December 30 September 31 December
2007 2006 2007 2006
Net asset value per share in HK$ based on
existing issued share capital as at the
respective period 1.78 1.43 0.70 0.68

Net asset value per ordinary share of the Group and Company were computed based on (1) the
shareholder® equity of our Group and Company as at 30 September 2007 and 31 December 2006, and
(2) the total number of ordinary shares in issue of 915,248,888 and 795,248, 888" shares respectively.

Note:

1) Adjusted for 1-for-1 bonus issue.



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

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

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

Review of Operating Results
Revenue

Revenue for the nine months increased by 52.5% year-on-year to approximately HK$1.3 billion, aided by
contributions from the microfibre leather production line that was operational since September 2006. Sales
from the new long fibre production facility with an annual capacity of 10,000 tonnes also contributed to this
increase since it became operational in June 2007. Less uniform short fibres were sold to external parties
during the period, which partially offset the overall increase in revenues year-on-year.

Gross profit

Gross profit for the period increased by 57.1% to approximately HK$510.8 million due mainly to new
revenue streams from microfibre leather products. The higher margin microfibre leather products also
contributed to the increase in overall gross margin from 37.7% to 38.8% in year-on-year.

Selling and distribution expenses

Selling and distribution expenses decreased by 9.8% year-on-year as the Group® long fibre products have
been gaining recognition in the market. Less marketing costs were incurred and sales commission rates
were adjusted downwards. These decreases were partially offset by increases in transportation costs and
salaries as the Group has been expanding its product mix and customer base.

Administrative, financial and other operating income

Administrative expenses remained comparable year-on-year with a slight increase arising from higher
professional fees incurred in relation to the bonus and rights issue this year. Financial expenses increased
by 30.0% year-on-year on the back of increased interest costs from higher outstanding bank loans, partially
offset by decreases in amortised interest and dividend paid in respect of the liability component of the
redeemable non-cumulative convertible preference shares (RCPSQ. All RCPS were converted into ordinary
shares in April 2007. Other operating income increased by approximately HK$3.4 million due to increased
interest income from higher average bank balances, foreign exchange gain on HKD and USD inter-
company balances and the sale of scrap.

Tax
The tax charge represents applicable PRC corporate income tax provided for the period.

With effect from 2005, Xiamen Hongxin Specialised Fibre Co., Ltd. (Xiamen Specialised(, a subsidiary
of the Company, which operates in the People® Republic of China (PRCQ, is exempted from income tax
for the first two profitable financial years of operation and thereafter a 50% relief for the following three
years. Accordingly, the income of Xiamen Specialised is subject to income tax in 2007 at a rate of 7.5%.

Xiamen Hongxin Microfibre Materials Co., Ltd (Xiamen Microfibre( 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. Accordingly, Xiamen Microfibre is not subject to
income tax in 2007.

Quanzhou Honglin Chemical Fibre Co., Ltd is subject to the full income tax rate of 27% as its tax relief
period had expired on 31 December 2003.



10.

Profit after income tax

A full nine-month contribution from the microfibre production line lifted net earnings by 75.1% year-on-year.
Net earnings growth exceeded revenue growth as profits from microfibre leather sales are exempted from
income tax in 2007, and microfibre leather margins are higher than that of bi-component fibres. Overall net
margins grew from 26.4% to 30.3% year-on-year.

Review of Financial Position
Net tangible assets increased by 47.9% to approximately HK$1.5 billion (2006: HK$1.0 billion).

Cash position was higher from strong operational cash flows, which resulted in a higher current ratio of 3.3
times as at end of third quarter (2006: 1.7 times).

Trade receivables decreased as significant outstanding amounts as at 2006 year-end were collected.
Average debtorsCturnover remained comparable at 45 days (2006: 49 days). Utilisation of prepayments
made for raw materials as at 2006 year-end, together with the refund of deposit made for the purchase of
new land, lowered the other receivables and prepayments balance.

Inventories increased as more raw materials were purchased in the third quarter to reduce the risk of
fluctuating material costs. More of the uniform short fibre (feedstock for microfibre leather) was kept for
future consumption and less was sold to external parties. Average inventory turnover ended higher at 21
days (2006: 17 days) as a result.

Non-current assets increased during the period as a new bi-component long fibre production facility was
procured and put into operation at end of May 2007.

Trade payables increased by approximately 23.5% as more raw materials were purchased towards the end
of the third quarter. The RCPS liability component was transferred to equity upon their conversion into
ordinary shares in April 2007. Outstanding bank borrowings increased as a result of a drawdown on the
existing loan facility.

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.

A commentary at the date of the announcement of the significant trends and competitive
conditions 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.

The directors consider the following events to have significant impact on the Group® operations in the
next 12 months.

The rights issue of the new non-redeemable convertible non-cumulative preference shares was completed
on 3 October 2007. Gross proceeds of approximately S$114.4 million were received and the expansion
plans as announced on 7 May 2007 are on track.

Continuous efforts are being made to penetrate the fashion apparel and upholstery markets in respect of the
Group® microfibre leather products. Talks have been ongoing with various apparel and furniture
manufacturers, in addition to suppliers in the automotive industry. The Group expects to make significant
headways in 2008 while it continues to expand its existing customer base.

Barring unforeseen circumstances, the Group is confident of achieving further growth in 2007.



11.

(@)

(b)

()

(d)

12.

Dividend

Current Financial Period Reported On

Any dividend declared for the current financial period reported on? None.

Corresponding Period of the Immediately Preceding Financial Year

Any dividend declared for the corresponding period of the immediately preceding financial year? None.
Date payable

Not applicable.

Books closure date

Not applicable.

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

No dividend has been declared in the financial quarter ended 30 September 2007.

BY ORDER OF THE BOARD

James Zhang
Chairman
1 November 2007



FIBRECHEM TECHNOLOGIES LIMITED

CONFIRMATION BY THE BOARD

The directors of FIBRECHEM TECHNOLOGIES LIMITED (the @ompanyQ, hereby confirm that to the best of
their knowledge, nothing has come to their attention which may render the third quarter 2007 financial results to be

false or misleading.



