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SOUTH EAST GROUP LIMITED

(Incorporated in Bermuda with limited liability)

INTERIM RESULTS FOR
THE SIX MONTHS ENDED 30TH SEPTEMBER 2001

Results

The Board of Directors of South East Group Limited (the "Company") announces the unaudited condensed consolidated income statement of the Company and its subsidiaries (the "Group") as at 30th September 2001 as follows:

Consolidated Income Statement (Unaudited)

For the six months ended 30th September 2001



2001

2000


Notes
HK$'000

HK$'000

Turnover
(3)
17,784

29,541

Cost of sales

(13,989
)
(20,004
)

Gross profit

3,795

9,537

Other revenue

1,048

1,679

Selling and distribution costs

(2,285
)
(4,319
)

Administrative expenses

(7,008
)
(11,862
)

Operating loss
(3) & (4)
(4,450
)
(4,965
)

Finance costs

(678
)
(1,162
)


Loss before taxation

(5,128
)
(6,127
)

Taxation
(5)
-

-

Loss attributable to shareholders

(5,128
)
(6,127
)


Interim dividend per share

NIL

NIL

Loss per share (HK cents)
(6)
(0.16
)
(0.19
)


Notes:

(1)
Principal accounting policies and basis of preparation

The Unaudited Interim Financial Statements have been prepared in accordance with Hong Kong Statement of Standard Accounting Practice 25 "Interim Financial Reporting", and on a basis consistent with the accounting policies adopted by the Group in preparation of its financial statements for the year ended 31st March 2001.

(2)
Capital Reorganisation and Share Consolidation

Pursuant to a special resolution and an ordinary resolution passed at a special general meeting of the Company held on 24th October 2001, the Proposal for Capital Reorganisation and Share Consolidation (as defined in the Circular dated 5th October 2001) was approved and the following matters, inter alia, were executed:

Capital Reorganisation

(a)
the issued share capital of the Company was reduced by HK$297,514,692 from HK$330,571,880 to HK$33,057,188 by cancelling its paid up capital to the extent of HK$0.09 on each of the shares of nominal value HK$0.10,

(b)
the credit of HK$297,514,692 arising from (a) above was applied towards eliminating part of the accumulated losses of the Group as at 31st March 2001 of approximately HK$390,322,000.

(c)
the balance standing to the credit of the share premium  account of HK$233,973,000 was reduced by HK$223,973,000 to HK$10,000,000 and the credit arising therefrom was further applied towards eliminating the remaining part of the accumulated losses as in (b) above, and the balance of approximately HK$131,165,692 was credited to the contributed surplus account of the Group.

Share Consolidation

(d)
upon completion of the Capital Reorganisation, every ten issued shares of nominal value HK$0.01 was consolidated into one share.

 (3)
Segment information

An analysis of turnover and contribution to the Group's results by principal activity and geographical location is set out below:

(a)
By principal activity:


Turnover
Segment Operating (loss)/gain


6 months ended
 6 months ended


30th September
30th September


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Sales of magnetic media products
17,784

29,541

(6,287
)
(3,262
)

Property development
-

-

1,459

(3,003
)


17,784

29,541

(4,828
)
(6,265
)

Interest income




378

1,300

Operating loss before finance costs




(4,450
)
(4,965
)


(b)
By geographical location:


Turnover
Segment Operating (loss)/gain


6 months ended
 6 months ended


30th September
30th September


2001

2000

2001

2000


HK$'000

HK$'000

HK$'000

HK$'000

Hong Kong
689

1,425

(2,236
)
(197
)

Japan
-

43

-

(15
)

USA and Canada
1,066

12,276

(2,459
)
(3,510
)

Europe
-

212

-

(68
)

People's Republic of China
15,290

15,507

314

551

Australia
-

-

1,259

(3,003
)

Others
739

78

(1,706
)
(23
)



17,784

29,541

(4,828
)
(6,265
)

Interest income




378

1,300

Operating loss before finance costs




(4,450
)
(4,965
)


(4)
Operating loss

Operating loss is arrived at after crediting and charging the following:

6 months ended

30th September


2001

2000


HK$'000

HK$'000

Crediting

Net gain on disposal of fixed assets
536

-

Dividend income from listed investments
33

17

Unrealised gain on valuation of listed investments
31

174

Rental income
62

52

Charging

Depreciation
3,592

3,843

(5)
Taxation

No provision for Hong Kong and overseas profits tax has been made for the six months ended 30th September 2001 as the Group has no assessable profits for the period concerned.

(6)
Loss per share

The calculation of loss per share is based on the unaudited consolidated loss attributable to shareholders of HK$5,128,000 (2000: loss of HK$6,127,000) and on 3,305,718,800 (2000: 3,305,718,800) shares in issue during the period.

(7)
Comparative figures

Certain comparative figures have been reclassified to conform to the current period's presentation.

(8)
Audit Committee

The Audit Committee has reviewed with management the accounting principles and practices adopted by the Group in the preparation of the Unaudited Interim Financial Statements.

INTERIM DIVIDEND

The Directors have decided not to declare any interim dividend for the six months ended 30th September 2001 (2000: nil).

BUSINESS REVIEW AND PROSPECTS

The consolidated turnover of the Group for the six months ended 30th September 2001 amounted to HK$17,784,000, down by approximately 39.8% as compared with the corresponding period last year. Loss for the current period was HK$5,128,000, slightly improved from the loss of HK$6,127,000 recorded in the corresponding period last year.

During the period under review, the Group continued its core business in manufacturing and trading of magnetic media products. The general economic condition in Hong Kong and overseas had affected the operating results and financial performance of the Group. Having regard to the global economic climate, the Group had strived to maintain a steady turnover in the Mainland China, which remained the Group's primary market for floppy disks.

Contribution of the property development and investment business to the income and profit of the Group was very modest during the period under review. As the dispute with the vendor was over after the Group had been compensated with money and land for the deficient land size, the Group will speed up the residential development project in the Pudong district in Shanghai. It is believed that the project will be a major driving force for the Group once ignited. The Group is actively exploring options for financing the project.

Ground preparation and piling works for the residential development project in Sydney had been completed. The Group is analyzing the possibility of inviting tender for the construction of the superstructure of the residential complex.

To concentrate the Group's financial resources for developing the more promising projects, the Group disposed of part of the farming properties in Western Australia in June 2001 and recorded a net gain of approximately HK$536,000. As the residential complex in Sydney is likely to be contracted with outside builders for further development, internal manpower for supervising and monitoring the property development project will be minimized. The two residential units in Sydney acquired for providing accommodation to the Group's expatriate staff will become not necessary. The Group has informed the vendor of its intention not to proceed with the completion of the transaction for purchasing the two residential units. Such act is not expected to cause any material impact in the current financial year.

The Group's joint venture interests in the winery in Qingdao are gradually increasing through injection of assets comprising brand new production machinery and cash. In October 2001, the Group injected an additional US$500,000 by cash into the capital of the winery, further increasing its equity interests to above 32%. After that, the Group still has approximately US$890,000 to contribute so as to acquire a total of 55% interest in the registered capital of the winery. The Group will complete its injection into the capital of the winery within the first half year of 2002. Additional machinery has been procured for delivery in the first quarter of 2002. Cash will be invested to make up the remaining balance of the Group's total investment.

Despite declining rates of growth in world economies, the Mainland China continues to offer opportunities for the Group to strengthen its organization and further develop its presence there. The Group looks to the projects in the Mainland China as businesses that will lead it into the future. The Group will strengthen its efforts to increase its presence in the China market for business growth.

It is crucial to respond to market change through constant review of business performance. As such, operational restructuring will continue with an aim towards turning the Group into profitability. Following the diversification strategy, the Group will be more focused on the various projects acquired before. The Group will aim at capitalizing on those potential projects in the future.

LIQUIDITY AND FINANCIAL RESOURCES

At 30th September 2001, the Group's total shareholders' funds amounted to HK$163 million, compared with HK$167 million at 31st March 2001. Total borrowings of the Group including short term and long term interest bearing bank borrowing at 30th September 2001 were HK$13 million, compared with HK$17 million at 31st March 2001. Accordingly, the Group's gearing ratio at 30th September 2001 is 8.0%, compared with 10.0% at 31st March 2001. The Group generally finances its operation with internally generated cash flow and banking facilities provided by its principal banker in Hong Kong. The Group's cash and bank balances as at 30th September 2001 amounted to approximately HK$28 million.

CODE OF BEST PRACTICE

During the six months ended 30th September 2001, none of the directors is aware of information that would reasonably indicate that the Company was not in compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. In compliance with the Code of Best Practice, the Company has established an Audit Committee with written terms of reference.

PURCHASE, SALE OR REDEMPTION OF SHARES

There was no purchase, sale or redemption by the Company or any of its subsidiaries of its shares during the six months ended 30th September 2001.

PUBLICATION OF FURTHER INFORMATION ON THE STOCK EXCHANGE'S WEBSITE

All the financial and other related information of the Company required by paragraphs 46(1) to 46(6) of Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Exchange") will be published on the Exchange's website in due course.

By order of the Board

Cheong Swee Kheng

Chairperson

21st December 2001

Please also refer to the published version of this announcement in the Hong Kong iMail.
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