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Water Oasis’s 2005/06 Annual Profit Attributable to Shareholders Up to HK$13.6 million

*  
* 

 *
China Market Leads Growth As

Business Further Diversifies

(Hong Kong, January 17, 2007) --- Water Oasis Group Limited (“Water Oasis” / the “Group”) (HKEx: 1161), a renowned skincare and beauty service group and sole agent of reputable ~H2O+ skincare products in Hong Kong, Taiwan, Macau, Singapore and the PRC, announced its annual results for the year ended September 30, 2006.
The Group reported a record high turnover of over HK$484 million for the year, representing an increase of 17% compared with the previous year.  Excluding the factor of gain from revaluation of investment properties in the previous financial year, profit attributable to shareholders of the year under review increased sharply to around HK$13.6 million.  Basic earnings per share were 4.0 HK cents (2004/05: 3.7 HK cents).  The Board of Directors has recommended a final dividend payment of 4.0 HK cents and a special dividend of 1.0 HK cents per share (2004/05: 3.0 HK cents), bringing the full-year dividend to 8.0 HK cents per share (2004/05: 6.5 HK cents).
Ms. C. Yu, CEO and Executive Director of Water Oasis, said, “The year under review has been one in which the Group has delivered on its promise of expanding into the PRC market.  In particular, Water Oasis was granted the right to solely distribute Neutrogena products in Mainland department store counters, thus further diversifying the products that we can sell in the country.  Moreover, our major direct investment in the PRC is going to be replaced by franchising arrangements, promoting rapid expansion of outlets with minimal inventory risk.”
- more -

During the year under review, the Group’s ~H2O+ retail business in the PRC achieved record profits equivalent to approximately 100% growth as compared to prior year.  The Group has 136 outlets as of today in the PRC, and achieved its stated goal.  Having successfully established an extensive, self-managed ~H2O+ retail network in key cities across China, outlet expansion is now primarily driven by franchising arrangements with approved distributors, keeping further expansion costs low and minimizing any associated risks.
The ~H2O+ retail business in Hong Kong continues to bring in stable revenue and performs an important role in brand and image building.  As an ongoing process, the Group has been optimizing the retail network in Hong Kong and Macau.  During the year, the number of ~H2O+ retails outlet in the two regions remained steady at 16.

As for the performance of its Singapore operations, the Group has four outlets in the country and expects to readjust its presence in the coming year by placing focus on opening department store counters.  As for the Taiwan market, the Group’s performance was affected by the under-performing economy and unstable political environment.

In April 2004, Water Oasis was granted exclusive rights by Johnson & Johnson to distribute Neutrogena products in PRC department store counters.  By the end of 2006, the Group had opened 41 Neutrogena outlets in the country and the latest figures showed positive contributions from the Neutrogena network.  Looking forward, the Group will expand its network of outlets through franchising arrangements so as to expedite growth while at the same time minimizing inventory and associated risks.

Turning to the spa and beauty business in Hong Kong, this segment continued to perform exceptionally well during the year, experiencing a growth of 32% and 40% in turnover and contribution to the Group’s segment results respectively.  Given the success of the business model employed, the Group is in the process of transplanting a similar model into the PRC market.  Already, the Group has signed a tenancy agreement with Sun Hung Kai Properties and expects to open its first beauty centre situated in Beijing CBD by April 2007.

“To capitalize on growing opportunities in the PRC market, we are committed to expanding the Neutrogena business as well as our spa and beauty services there.  Accordingly, we expect to open an additional 80 Neutrogena department store counters in the country by the end of 2007.  Also, Johnson & Johnson has confirmed that it will offer us certain upscale US products for distribution targeted towards more affluent Mainland customers.  Adding to such developments, we aim to have a total of three beauty centers operating in the PRC by the end of 2007 and are now exploring possible locations, including Shanghai.” Ms. Yu added. 

- more -

In 2007, the Group will introduce new ~H2O+ products almost every month, including some high-performance skincare products designed to work as an integrated treatment series.  Furthermore, a range of ~H2O+ health drinks are expected to be launched by the first half of 2007.  These drinks were sourced from Japan by Water Oasis and subsequently tested by H2O Plus, L.P. in the US before earning its ~H2O+ branding.  This product line represents the first ever ~H2O+ health supplement to enter the market.

“With a whole new line-up of ~H2O+ products being launched in Hong Kong plus rapid growth of Neutrogena and ~H2O+ outlets across the PRC as well as expansion of our spa and beauty business in both markets, Water Oasis is set to generate huge gains through diverse revenue streams thereby maximizing returns for investors,” Ms. Yu concluded.
- End -

About Water Oasis Group Limited

Water Oasis Group is principally engaged in the retail sales of ~H2O+ skincare products in Hong Kong, Macau, Taiwan, Singapore and the PRC, as well as spa and beauty businesses under the brand names “Oasis Spa”, “Oasis Beauty”, “Oasis Homme” and “Aqua Beauty”.  At present, Water Oasis has 14 retail outlets in Hong Kong, 13 in Taiwan, 2 in Macau, 4 in Singapore carrying the ~H2O+ brand, as well as 2 “Oasis Spa”, 15 “Oasis Beauty / Oasis Homme” and 4 “Aqua Beauty” in Hong Kong.  In the PRC, Water Oasis has over 130 self-managed or franchised outlets.  Also, Water Oasis has obtained the exclusive rights to distribute Johnson & Johnson’s Neutrogena products in China department store counters and to date has 41 Neutrogena department store counters in China.  Water Oasis was listed on the Main Board of the Stock Exchange of Hong Kong in March 2002.
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Highlights


Turnover increased by 17% to a record high of approximately HK$484 million


Profit attributable to shareholders increased to around HK$13.6 million


Profit from ~H2O+ retail business in the PRC doubled from the previous year and achieved a record high


An additional of more than 30 ~H2O+ outlets and 40 Neutrogena department store counters opened in the PRC


Spa and beauty business in Hong Kong continues to drive earnings


Transplant successful model in spa and beauty business into the PRC; first beauty center will commence operation in April 2007 in Beijing


Recommend a final dividend of 4.0 HK cents and a special dividend of 1.0 HK cents per share
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