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[For Immediate Release]
Water Oasis’s 2006/07 Annual Profit Attributable to 
Equity Holders Up to HK$41 million

*  
* 

 *
China Market Leads Growth As

Business Further Diversifies

(Hong Kong, January 17, 2008) --- Water Oasis Group Limited (“Water Oasis” / the “Group”) (HKEx: 1161), a renowned skincare and beauty service group and sole agent of the reputable ~H2O+ skincare products in Hong Kong, Taiwan, Macau, Singapore and Mainland China as well as the exclusive distributor of Neutrogena skincare products in Mainland China department stores, announced its annual results for the year ended September 30, 2007.
The Group reported a turnover of over HK$593 million for the year under review, representing an increase of 23% when compared with last year. The Group’s Mainland China ~H2O+ and Neutrogena outlets represented a record high from this source, approximately three times the profit achieved last year. Profit attributable to equity holders of the year under review increased sharply to around HK$41 million.  Basic earnings per share were 11.7 HK cents (2005/06: 4.0 HK cents).  The Board of Directors has recommended a final dividend payment of 8.0 HK cents and a special dividend of 2.0 HK cents per share (2005/06: 5.0 HK cents), bringing the full-year dividend to 15.0 HK cents per share (2005/06: 8.0 HK cents).
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Ms. C. Yu, CEO and Executive Director of Water Oasis, said, “Once again the Group has enjoyed a successful year, with turnover largely driven by the ongoing Mainland China expansion while the Hong Kong retail outlets have continued to provide solid returns. We have spent the past couple of years planning ourselves firmly in Mainland China.  Investment and planning has been intensive, but the rewards of our foresight and energy have flowed quickly, the strong and rapidly growing spending power of Mainland Chinese has worked in our favour.  Starting this year, we have moved from a preparatory phase to one in which we are able to reap fully the rewards of our labours.”
During the period under review, the Group’s ~H2O+ Retail Business achieved consistent growth in both Mainland China and Hong Kong. Mainland China remains the prime focus of the Group’s plans for future expansion with a total of 167 outlets in the Mainland China at the end of December 2007, an increase from the 136 outlets operating at the beginning of the year. Also, the Group has continued to tap into the new opportunities arising from a resurgent Hong Kong economy while keeping close control of the rising staff and property rental costs. The number of ~H2O+ outlets has remained stable at 15 at December end 2007.
The Group’s Neutrogena business in Mainland China has been expanding at a rapid pace over the past twelve months and contributed positively to the Group’s bottom line, after the number of Neutrogena outlets expanded from 41 at the beginning of the year to a total of 119 at December end 2007.

Regarding the Spa and Beauty Business, the Group achieved a significant milestone in April when it opened its first Oasis Beauty outlet in Beijing. Located in the prestigious Beijing APM building, the prime retail and commercial destination fits well with its high-end surroundings. Also, at the end of December 2007, the Group was operating 2 high-end Oasis Spa outlets and 17 Oasis Beauty outlets across Hong Kong. The Hong Kong beauty business continued to prove its worth by contributing a good proportion of the Group’s total turnover.
“Looking forward, our main focus will continue to be Mainland China, which we see as our primary growth driver for the future. We are undertaking expansion projects that are both ‘organic’ and ‘inorganic’ in nature.  The first of these types involves continuing with our ambitious plans to create an unrivalled network of ~H2O+ and Neutrogena outlets across the major cities of Mainland China.  Inorganic expansion involves acquiring new projects and businesses that complement our core operations and add additional value to our overall portfolio” Ms. Yu added.
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After a period of rationalisation in Hong Kong, the Group is about to expand its ~H2O+ outlets in the territory with plans to open an extra 3 outlets in the year of 2008 bringing the total number of outlets to 18. In Mainland China, the Group plans to have a total of approximately 190 ~H2O+ outlets operating by the end of year 2008. The new Collagen 8000 product, which was a health drink launched with great success in Hong Kong in May, went on sale in Mainland China in October with excellent response.  Collagen 8000 definitely appears to have great potential to become one of the Group’s single biggest revenue contributors in Mainland China. Also, Neutrogena sales still have enormous potential in Mainland China, and the Group aims to have a total of approximately 180 outlets by the end of year 2008. 
With strengthening demand for its beauty services, the Group plans to open more Oasis Beauty centres in the coming year, serving customers in the New Territories. In addition, the successful opening of the Beijing beauty centre has prompted the Group to consider opening further centres in prime cities such as Beijing, Shanghai and Guangzhou. If satisfactory locations can be found, these may be launched in the coming year. 
Medical beauty is the Group’s new initiative launched in January 2008, providing specialist medical beauty services such as laser, IPL, whitening, vein removal, and botox treatments. These sorts of services are in great demand in Hong Kong and command a significant price premium. The medical beauty centre is operated by doctors and staffed by trained specialists and advisers.  With the opening of this centre, the Group will boast a full and comprehensive spectrum of services right across the beauty industry.
During 2007, the Group was granted the exclusive distribution rights to distribute an Italian-made “Needle-free Mesotherapy” EPOREX K69 beauty treatment equipment in Hong Kong, Macau and Mainland China to other beauty services providers. The Group is optimistic about the potential for this equipment, which combines different functions for beautification. 
The Group has recently acquired an advertising company business located in Shenzhen in October 2007 with solid customer base and talented staff. This company will bring the Group a new stream of revenue and provide better internal support for the Groups’ advertising initiatives, particularly in Mainland China. Plans are in place to expand the operations of the agency to Hong Kong and to Shanghai to support the expanding projects in northern Mainland China. Another very recent development has been the launch of Oasis Florist, a new initiative of supporting the Group’s brand image, while supplying floral arrangements for internal use as well as to the general public. 
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“With a good year behind us, our expansion plans continuing smoothly, and a series of new and promising projects in store for 2008, we are expecting the Group’s performance to offer much to please investors.  We anticipate that the flow-on effects will lead to improvements in our net profit margins in the coming year.” Ms. Yu concluded.
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About Water Oasis Group Limited

Founded in 1998 and listed on the Main Board of the Stock Exchange of Hong Kong in March 2002, Water Oasis Group operates principally retail sales of ~H2O+ skincare products in Hong Kong, Macau, Taiwan, Singapore and the Mainland China through a total of 197 outlets. In 2006, the Group obtained exclusive rights to distribute Johnson & Johnson’s Neutrogena products in Mainland China department stores and so far has opened 119 outlets in Mainland China. Also, Water Oasis also operates spa and beauty treatment businesses under the “Oasis Spa”, “Oasis Beauty”, “Oasis Homme” and “Aqua Beauty” brands represented together by 19 beauty centres in Hong Kong as well as the first being an Oasis Beauty Centre opened in Beijing in 2007. In 2005, Water Oasis set up the “Oasis Beauty School” to help train new blood for the industry as well as its own beauty treatment service business.

To expand the scope of its business, the Group set up Oasis Techno-Beauty Company Limited in October 2007 to source high-tech beauty equipment and skincare products for the industry. In the same month, the Group acquired an advertising company in Shenzhen and named it Oasis Brand Communications Company Limited. In November 2007, Oasis Florist was also opened under the brand of Oasis. In January 2008, the Group opened its first medical beauty centre in Hong Kong named Oasis Medical Centre that provides a full spectrum of beauty services to customers.
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Highlights


Group’s turnover increased by 23% to approximately HK$593 million, resulting from both retail and services, each achieving good growth of double-digit % increase in sales amount


Profit attributable to equity holders achieved splendid results of three times than that of last year’s profits, amounting to around HK$41 million


Profit for the year ~H2O+ and Neutrogena business in Mainland China achieved a record high approximately three times of the combined profit achieved last year


Recommend a final dividend of 8.0 HK cents and a special dividend of 2.0 HK cents per share


Rapid expansion of ~H2O+ and Neutrogena outlets in Mainland China to a total of 286 outlets altogether at the end of December 2007


Launch of a new ~H2O+ health drink product “Collagen 8000” in Hong Kong, Taiwan and Mainland China with excellent responses from customers


Launch of new advanced beauty equipment services unique to the market


Integrated management of operations for all beauty services centres to achieve higher level of synergy


Successfully opened the first beauty service centre in Beijing prime shopping area and an in-house spa in one of the Henderson Land Development Group housing complex “The Sherwood”
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