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OUR MISSION
Our mission is to give each of our patients a healthy and confident smile.
VISION
Our vision is to become a world-leading dental group.
OVERVIEW
We were the largest dental services provider in the premium private dental service market
in China in terms of total revenues in 2020, according to Frost & Sullivan, and also the third
largest dental services provider in the overall private dental services market in China in terms
of revenues during the same period. Founded in 1999, we have served patients in
approximately 7.4 million visits in the past ten years, and have been instrumental in raising
public awareness and driving consumer recognition of the importance of dental care and good
oral hygiene in China. We have become a leading dental services group and have established
a nationwide footprint in China, operating both Arrail Dental, a leading premium dental
services brand, and Rytime Dental, a middle-end dental services brand. According to Frost &
Sullivan, premium dental services generally refer to comprehensive and highly customized
dental services targeting the upper market with listed prices at least 25% higher than the
standard listed prices of the same types of dental services provided by Class III Grade A
hospitals, while middle-end dental services generally refer to comprehensive dental services
tailored to the middle and upper markets with listed prices approximately 10% higher than the
standard listed prices of the same types of dental services provided by Class III Grade A
hospitals.
Arrail Dental 瑞爾齒科
51 dental clinics primarily in Tier-1 cities as of
September 30, 2021
Rytime Dental 瑞泰口腔
7 dental hospitals and 53 dental clinics primarily in
Tier-1 and key Tier-2 cities, including Beijing,
Shanghai, Chengdu, Chongqing, as of September 30,
2021
We have been providing dental services since we opened our first Arrail Dental clinic in
1999. We offer a diverse range of professional, personalized dental services spanning (i)
general dentistry; (ii) orthodontics; and (iii) implantology. Through decades of commitment
and endeavors in the dental healthcare industry, we have earned the trust of our patients. In
addition, our repeat visit rates, defined as the percentage of patients that revisited our clinics
or hospitals beyond six months after their initial visits and exclude follow-up consultations of
the same treatment, were 42.1%, 41.4%, 45.8% and 47.6% in fiscal 2019, 2020 and 2021 and
the six months ended September 30, 2021, respectively.
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We have successfully established an extensive presence in China, and are continuing to
expand our footprint nationwide. As of September 30, 2021, we operated 111 hospitals and
clinics, including four clinics in Changsha operated under exclusive consultation and service
agreements, providing mid- to high-end dental care services in 15 predominantly Tier-1 and
Tier-2 cities across China, with 882 experienced dentists. We have established this dental
network through both organic growth and strategic acquisition, to systematically and
effectively open and ramp up new clinics, as well as maintain and improve revenues and
profitability at fully-fledged clinics.
We firmly believe that our corporate culture plays a significant role in ensuring the
scalability of our business model and the consistency of our service quality. Since our
inception, we aim to cultivate a service-oriented culture and incorporate our key values of
“integrity, professionalism and being a good person” into our day-to-day operation. We also
believe that our corporate culture enables our dentists and our staff to collaborate effectively
and provide superior service to our patients. Our business philosophy is to provide “Proper
Treatment”, which we define as most suitable and medically necessary treatment, for each of
our patients. In order to ensure that our conduct is in accordance with our culture, we have
developed a series of management framework, protocols and infrastructure to guide our daily
operations.
We attribute our premier market position to the quality of our dental care services and our
attentiveness to patient experience, owing to (i) our management philosophy and operating
model, which enables us to deliver consistent patient care, an advantage that we have
established through over two decades of practice in our industry, and (ii) our large, growing
and high-caliber team of dentists with expertise and qualifications in a variety of therapeutic
areas. We understand the importance of talent acquisition and development in our industry, and
have developed a robust system and proven strategy focused on recruiting, training, career
progression and value sharing with our dentists. At the same time, we implement a standardized
and digitalized platform model spanning across medical quality control, SaaS systems for
dental operations, procurement, medical records management and patient relationship
management to empower dentists to provide high-quality dental services to patients in an
efficient and consistent manner across hospitals and clinics.
We have formulated a dual-brand strategy with our Arrail and Rytime brands to offer clear
and distinctive value propositions to patients of different economic and geographic
background. We believe that operating complementary brands and providing differentiated
pricing enable us to expand rapidly in a variety of regions and locations, and tap into a more
diverse patient pool to fuel further growth.
•

Arrail. Arrail Dental is a leading premium dental services brand in China and targets
affluent patients with high purchasing power and greater lifetime value, primarily in
Tier-1 cities. Arrail clinics are able to charge premium pricing based on their
excellent quality of dental services and patient care. As of September 30, 2021, most
of our clinics under the Arrail brand are located at prime commercial locations and
Class A office buildings.
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•

Rytime. Rytime Dental is our fast-growing brand targeting middle-class consumers
primarily in Tier-1 and key Tier-2 cities across a broader geographic reach. Rytime
is positioned to capture the greater middle-end dental services market by offering
high-quality dental services at more affordable prices. We have achieved particular
success with Rytime hospitals in attracting substantial patient flow and realizing
economies of scale through offering a broad spectrum of dental specialties at a
single location. As of September 30, 2021, we operated 7 hospitals and 53 clinics
under the Rytime brand, most of which were located in densely populated residential
areas.

Over the past two decades, we have developed a growing and loyal customer base. Our
customers are primarily individual patients, and to a lesser extent, corporate clients such as
corporations, industry-leading banks and insurance companies who provide dental care
benefits to their employees and/or customers. For fiscal 2021 and the six months ended
September 30, 2021, revenues generated from individual patients remained steady at 93% of
our total revenues, respectively.
We are well positioned to capture the enormous market opportunities in China, especially
in the premium market, leveraging our market leadership and deep understanding of China’s
private dental services market. Our growth is supported by powerful drivers such as increasing
disposable income of the Chinese population, increasing per capita expenditure on healthcare
services, rising awareness for dental health and aesthetics and favorable government policies.
As a result, our business experienced rapid growth during the Track Record Period. According
to the Frost & Sullivan Report, the market size of private dental services market in China
increased from RMB43.3 billion in 2015 to RMB83.1 billion in 2020 with a CAGR of 13.9%,
and is expected to further expand and reach RMB241.4 billion in 2025, representing a CAGR
of 23.3%. Notably, the market size of premium private dental services market increased from
RMB1.3 billion in 2015 to RMB2.6 billion in 2020, representing a CAGR of 15.2%. Along
with the continuous growth in household disposable income, and commercial health insurance
coverage for dental conditions, premium dental services with higher service standards, greater
customization and more privacy become increasingly attractive. The underserved demand for
high-quality dental services indicates a sizable underpenetrated private dental services market
in China.
Our revenues continued to grow during the Track Record Period. Our revenues were
RMB1,080.3 million in fiscal 2019, RMB1,099.9 million in fiscal 2020, and grew significantly
to RMB1,515.1 million in fiscal 2021. Our revenues increased from RMB720.3 million for the
six months ended September 30, 2020 to RMB841.3 million for the six months ended
September 30, 2021. We had net losses of RMB304.2 million, RMB325.8 million, RMB597.8
million in fiscal 2019, 2020 and 2021, respectively. We had a net loss of RMB464.2 million
in the six months ended September 30, 2021, compared to a net loss of RMB187.9 million in
the same period in 2020, primarily due to the impact of the losses from changes in fair value
of our convertible redeemable preferred shares, bond, and warrants and certain one-off
expenses we incurred during such periods.
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OUR STRENGTHS
Largest Premium Dental Services Group in China and Pioneer of China’s Private Dental
Care Market with Nationwide Footprint
We were the largest dental services provider in the premium private dental service market
in China in terms of total revenues in 2020, according to Frost & Sullivan, and also the third
largest dental services provider in the overall private dental services market in China in terms
of revenues during the same period. Since our inception, our team has grown to 882
experienced dentists who have completed nearly 7.4 million total patient visits over the past
decade. As a pioneer in China’s dental services industry, we have provided dental services to
patients for over two decades, and have been instrumental in driving consumer recognition of
the importance of dental care and good oral hygiene in China. In addition, we were also an
early mover in China in adopting four-handed dentistry and ADA standards for sterilization and
disinfection of dental instruments. Four-handed dentistry refers to a dental practice where a
nurse works alongside each dentist to streamline the treatment process for patients. In public
hospitals, a nurse typically works with multiple dentists and mainly performs basic tasks such
as maintaining dental equipment and preparing treatment materials and supplies. In contrast,
our designated nurses work closely with one dentist to provide professional medical support
more attentively and respond to patient requests more quickly as they undertake important
responsibilities such as saliva suction and emotional reassurance for patients, allowing our
dentists to focus on the core dental treatment. Four-handed dentistry enhances treatment
quality and improves patient experience. In addition, smooth cooperation between our dentists
and their designated nurses ensures better infection control. Particularly, timely evacuation of
infectious agents, such as saliva or blood of patients contained in the water mist produced by
ultrasonic dental machinery during dental procedures, significantly lowers the possibility of
contamination in the surgery. As a result, our practice of four-handed dentistry further allows
us to ensure patient safety and deliver quality treatment for our patients.
We have become a leading dental services group in China, operating both Arrail, a leading
premium dental services brand, and Rytime, a middle-end dental services brand. As of
September 30, 2021, we operated 111 hospitals and clinics, including four clinics in Changsha
operated under exclusive consultation and service agreements, providing mid- to high-end
dental care services in 15 predominantly Tier-1 and Tier-2 cities across China, comprising a
vast network providing high-quality dental services to a variety of markets in China. Arrail is
a brand targeting affluent consumers with high purchasing power and greater lifetime value,
and is able to charge premium prices. At the same time, we have leveraged our core
competencies to build Rytime, a fast-growing brand that is positioned to capture a large piece
of the greater middle-end dental services market at attractive prices with quality services. As
of September 30, 2021, our platform, with its many operational and supporting benefits,
enabled our 882 dentists to provide high-quality dental care. As a leading private dental
services provider in China, our Arrail and Rytime brands have become widely associated with
high-quality dental services.
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Our business scale has provided us with a virtuous cycle. As a result of our leadership in
the premium dental care services sector, long operating history and consistent service quality
across hospitals and clinics, we have built a high-caliber team of dentists and a highly loyal and
growing patient base. The consistent business flow and data generated from our customers and
the volume of our patient visits provide us with greater brand recognition and pricing
flexibility. This in turn allows us to further enhance our core competencies, such as recruiting
and developing talent, developing and improving our operating systems, platforms and
procedures, which further empowers dentists to better service our patients and thus begins the
cycle again.
Experienced Team of Dentists and Robust Talent Development Framework
We have established a large, high-quality team of 882 dentists with expertise and
qualifications in a variety of therapeutic areas, including general dentistry, orthodontics, and
implantology. As of September 30, 2021, over 50.7% of our full-time dentists had master’s
degrees or above, and many held titles and qualifications such as chief medical director and
medical discipline leader. Our team of dentists have on average 10.2 years of post-qualification
experience in the industry.
We understand the importance of talent acquisition and development in our industry, and
have developed a robust system focused on recruiting, training, career progression and value
sharing for our dentists, as set out below:
•

On-campus and ongoing recruiting. We are among the first dental services providers
to conduct on-campus recruitment of fresh graduates from top-ranked dental
schools. By doing so, we can instill our service standards and philosophy in their
practices from the very beginning of their careers and foster their loyalty to us.
Benefiting from the strength of our brand and capabilities, we have maintained
long-standing relationships with schools such as Peking University School of
Stomatology, Sichuan University West China School of Stomatology and Capital
Medical University.

•

We also recruit experienced dentists, primarily from public hospitals, who are
well-versed in handling a broad range of patient conditions. We believe our business
scale and leadership in premium dental services segment has made us an employer
of choice for dentists planning to join the private sector.

•

Training. We provide comprehensive training to our dentists, including case studies,
technical training courses, peer review sessions and sponsorships for our dentists to
attend domestic and international dental conferences. We also collaborate with
reputable medical institutions in China and abroad to provide our dentists with the
best resources and information and allow them to keep up with the latest trends in
dentistry and orthodontics. For example, we have sent approximately 20 of our
dentists to the School of Dental Medicine at the University of Pennsylvania for
exchange and learning programs since the inception of such programs in 2013. In
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addition, we collaborate with Peking University School of Stomatology to set up the
Arrail Scholarship Program and provide sponsorship to qualified candidates. The
evaluation criteria of our Arrail Scholarship Program primarily include quality of
clinical service, customer satisfaction and medical professionalism and ethics,
which are in line with our key values of “integrity, professionalism and being a good
person”. The Arrail Scholarship Program helps us to attract and retain dentists by
providing financial support for dental talents at the beginning of their careers,
reinforcing our brand awareness in the dental industry.
•

Career progression. We provide meaningful and structured career paths and
progression opportunities to our dentists. Our dentists can choose (i) our technical
track and grow into expert dentists focusing on dentistry skills, advanced procedures
and complex patient cases, or (ii) our management track and grow into a
management role as a medical director overseeing clinic operations. We believe that
this flexible career progression system has significantly improved our retention rate.

•

Arrail Partnership. Our Arrail Partnership system enables us to attract, retain and
promote talented professionals who share our values and have interests aligned with
ours. The Arrail Partnership system is structured by allowing qualified dentists
which we refer to as partner dentists to make capital contribution to a hospital or
clinic and thus become its shareholders. Remuneration package for our partner
dentists mainly comprises base salary, dividend payments according to their
percentage shareholding in the hospital or clinic and additional performance-based
bonuses. Our partner dentists are entitled to reward their employees with
discretionary incentives, subject to our limitations on the overall personnel costs,
and have discretion to procure dental equipment and materials from their preferred
suppliers to the extent permitted by our internal policies. We believe that the Arrail
Partnership system allows us to considerably improve morale of our dentists with
attractive incentives and is conducive to cultivate and realize their potential in
operation and management activities. Since the adoption of the Arrail Partnership,
17 dentists have become partner dentists who have led the hospitals and clinics
managed by them to achieve significant growth. The hospitals and clinics managed
by our partner dentists on average achieved a rapid revenue growth of 92% from
fiscal 2020 to fiscal 2021, substantially higher than the average revenue growth of
38% of our overall dental network during the same periods.

The framework described above equip our dentists with top-notch resources and attractive
economic incentives, both enabling and encouraging them to provide the best quality of
services to our patients, resulting in high productivity and retention for our team. This is
evidenced by the substantial increase in productivity of our dentists along with their career
progression with us. The average monthly revenue per dentist who joined us in 2016, 2017, and
2018 during each calendar year grew at a CAGR of 43%, 54%, and 30%, during the five, four,
and three-year period, respectively. Dentists with more than five, ten and fifteen years of
experience with us accounted for 31.9%, 11.2% and 4.8% of our total dentists, indicating
strong retention rates.
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Leading Dental Services Group with Large and Loyal Patient Base
As China’s leading private dental services provider, our Arrail and Rytime brands have
become widely associated with high-quality dental services in China. As of September 30,
2021, we operated 111 hospitals and clinics, including four clinics in Changsha operated under
exclusive consultation and service agreements, providing mid- to high-end dental care services
in 15 predominantly Tier-1 and Tier-2 cities across China, comprising a vast network providing
high-quality dental services to a variety of markets in China.
We have formulated a dual-brand strategy to target different markets, as set forth below:
•

Arrail. Arrail is a leading premium dental services brand in China and targets
affluent consumers with high purchasing power and greater lifetime value, primarily
in Tier-1 cities. Arrail clinics are able to charge premium pricing based on their
excellent quality of bespoke service and professionals. As of September 30, 2021,
we operated 51 clinics under the Arrail brand, most of which were located at prime
commercial locations and Class A office buildings.

•

Rytime. Rytime is our fast-growing brand targeting new middle-class consumers
primarily in Tier-1 and key Tier-2 cities across a broader geographic reach. Rytime
is positioned to capture the greater middle-end dental services market by offering
high-quality dental services at more affordable prices. We leverage the more
accessible Rytime brand to introduce a greater number of consumers to the
importance of good dental hygiene, offering a variety of dental services which
typically start from cleanings and routine check-ups and might lead to greater
cross-selling opportunities once customers become more aware of dental health and
aesthetics. We have achieved particular success with Rytime hospitals in realizing
economies of scale and through offering a broad spectrum of dental specialties at a
single location. As of September 30, 2021, we operated 7 hospitals and 53 clinics
under the Rytime brand, most of which were located in residential areas.

We believe that operating complementary brands and providing differentiated services
enable us to expand rapidly in a variety of regions and locations. Leveraging the premium
status of the Arrail Dental brand and our management expertise, we are able to ramp up the
operations of clinics newly added to our dental network at a strong pace, and attract and retain
the top dentists.
Our brand was originally founded to provide premium dental services to patients across
China, and we are committed to promoting the “Arrail Way” by following our standardized
procedures and actively implementing our 5S initiatives (“Sort, Straighten, Sweep,
Standardize, and Sustain”) at all times in order to deliver a superior patient experience. In
addition, we strive to provide patients with comprehensive coverage on dental care services,
offering treatments ranging from basic dental cleaning to complex integrated orthodontic,
denture and implant procedures in one location, which allows us to maximize patient long-term
value. Furthermore, as good dental health is a lifelong effort, we endeavor to cover the full
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lifecycle of our patients, offering dental care services for patients from babies to the elderly.
Through these diversified services, our patients usually regard us as their one-stop platform for
dental care, and we can continue to deepen patient relationships, enhance patient stickiness and
strengthen barriers to entry for new market entrants, resulting in increased average order value
and patient lifetime value.
Finally, the quality of the services associate with our brands is well recognized by our
patients. As a result, we have built a highly loyal and growing patient base, evidenced by
1,063,562, 1,076,054, 1,371,046 and 805,049 total patient visits in fiscal 2019, 2020 and 2021
and the six months ended September 30, 2021, respectively. In addition, our repeat visit rates,
defined as the percentage of patients that revisited our clinics or hospitals beyond six months
after their initial visits and exclude follow-up consultations of the same treatment, were 42.1%,
41.4%, 45.8% and 47.6% in fiscal 2019, 2020 and 2021 and the six months ended September
30, 2021, respectively. The long-standing, trusting relationships that we have developed with
loyal patients have led to an increasing number of new patients being sourced from
recommendations from our existing patients, reducing our patient acquisition costs. In fiscal
2021, approximately 22% of our new patients were introduced through recommendations from
existing patients. In addition, we have also established long-standing relationships with
corporate clients, as well as industry-leading banks and insurance companies, to further expand
our potential patient base.
Standardized, Platform-based Operating Model to Ensure Service Quality and
Operational Efficiency
We are one of the few platform-based dental services providers with meaningful scale in
China. Our hospital and clinic network is supported by our standardized operating procedures
and systems and robust digital infrastructure that empowers all of our clinics across China in
various aspects of our business operations, ensuring consistent service quality and operational
efficiency. Furthermore, the standardization and digitalization of our business platform
provides scale advantages across various aspects of dental care operations that can be
leveraged by our dentists, hospitals and clinics, as described below:
•

Medical quality control. Patient safety is our utmost priority. We implement and
require all of our hospitals and clinics to adhere to a set of clear compliance
guidelines and standard operating procedures on medical quality control to deliver
superior dental care. In addition, we have protocols in place to evaluate and review
each procedure and treatment that was given to a patient. We also categorize
procedures by risk and complexity and have different levels of procedures and
standards for each category.

•

SaaS platform for dental operations. We have developed robust, customized
operation systems, such as our operations SaaS platform and medical quality
management system, provide us with versatility to support business operations
across different brands, regions, organizational structures and service offerings.
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These systems enable speedy openings and ramp-up of new clinics, as well as
seamless integration of acquired clinics under centralized management. They also
ensure our platform’s compatibility for data interchange with other medical IT
systems.
•

Supply chain and procurement. We have built a wide-spanning supply chain
management and centralized procurement capabilities. These capabilities allow us to
unlock hidden value in the supply chain, establish stronger bargaining power, and
align suppliers’ interests with ours as long-term partners, allowing us to procure the
best-in-class dental equipment at optimal prices. In addition, since significant
investment in devices and disposables is typically required in the dental services
operation, we believe that our platform can provide optimal solutions to smallscaled dental hospitals and clinics for them to streamline their supply chain and
procurement practices.

•

Medical records management. Our electronic medical records, or EMR, system,
allow us and our dentists to maintain accurate and easily-accessible records and
information on our patients to ensure quality control and accumulate treatment data.

•

Patient relationship management. We have a comprehensive patient relationship
management system. Powered by our digitalization capabilities, we can analyze
patient consumption history and use tools to maintain the patient visit stream and
identify upselling opportunities for other dental and orthodontics services, such as
appointment reminders to patients for regular treatments (such as dental cleanings)
and electronic notifications on relevant service offerings, all of which allow us to
further enhance both patient experience and clinic operational performance.

•

Training. Our vigorous training platform provides approximately 300 online courses
and 200 case studies covering a variety of topics, including standard operating
procedures, new technical skills, management lectures and thematic training camps.
This platform empowers our dentists to effectively utilize their spare time to conduct
self-learning and further improve their skillsets.

Our platform-based operating model allows us to standardize various aspects of our
operations to improve both patient experience and the operating capability of our dentists. In
addition, as we continue to accumulate and analyze digital information from our day-by-day
business activities, we can further improve our efficiency and operational knowledge. As a
result of the foregoing, we have been able to provide our patients with quality dental care, as
evidenced by our customer satisfaction rate of 97% and customer complaint rate of 0.016%
during the Track Record Period.
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Strong Track Record of Successful Expansion
As one of the first large-scale private dental services providers in China, we have over
twenty years of experience and insights into our industry, which allows us to accumulate and
expand our pool of highly professional personnel, industry know-how, operational expertise
and business resources.
We have established a uniquely efficient operating model supported by our increasingly
powerful brand, extensive experience in opening and operating dental hospitals and clinics,
centralized operations and human resources management and standardized procedures. As a
result, we are able to generate long-term sustainable growth in two ways:
•

Rapidly expand into new markets, acquire new patients efficiently and achieve
profitability.
We have a proven track record of successfully expanding our geographic footprint
in both Tier-1 and Tier-2 cities to achieve rapid and sustainable growth through both
organic growth and strategic acquisitions. The scalability and replicability of our
business is evidenced by our ability to open new clinics within only six months of
preparation and rapidly ramp up business to profitability. For example, we opened
our first dental hospital in Chengdu in 2014, and have since added five additional
clinics through December 31, 2020. Our Chengdu revenues have grown at a CAGR
of 100% from fiscal 2015 to 2021, and the number of dental chairs in Chengdu has
grown from 19 to 81 during the same period.
In addition, we are also highly experienced in and have a successful track record of
identifying, acquiring and integrating high-quality, third-party dental clinics into our
dental care network through implementing our operating model and systems to
acquired clinics. We select acquisition targets based on their reputation, locations,
existing pool of patients and operating optimization potential. We provide training
to our new colleagues, upgrade their dental equipment and operational systems and
instill our corporate culture. It typically takes us only three months to fully integrate
newly acquired clinics. Post integration, acquired clinics typically witness improved
business performance and operating efficiency, increased number of competent
dentists and patient flows, and enhanced capability to provide quality dental services
on a larger scale. For example, since we entered the Chongqing market in 2015
through the acquisition of ten clinics and subsequently opened one hospital and six
clinics thereafter, we have achieved significant revenue growth, evidenced by
revenue CAGR of 35% from fiscal 2016 to 2021, and the number of dental chairs
in Chongqing within our network has grown from 80 to 217 during the same period.
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•

Maintain strong revenue growth from existing clinic network.
Existing clinics play an important role in our business ecosystem. The continuous
operation of these clinics not only enhances our brand reputation and strengthens
our leadership in premium dental care market, but also contributes operating
knowhow and management insights that we can leverage to bring new clinics to
profitability quickly.
Through patient loyalty programs, continuous training on service quality, upgrading
managerial and operational systems and data analysis, we can continue to realize the
untapped potential of our existing clinic networks. As of September 30, 2021, we
had 58 hospitals and clinics that are our subsidiaries with over six years of operating
history, which we categorize as fully-fledged hospitals and clinics. Average
revenues per fully-fledged hospital and clinic increased by 34% from fiscal 2020 to
fiscal 2021, demonstrating continuous growth potential of our existing clinic
network.

Experienced and Visionary Management Team and Cohesive Corporate Culture
Our founder, Mr. ZOU Qifang, has decades of experience in the healthcare and
management consulting industries with Smith, Kline & French (now part of GlaxoSmithKline),
Bankers Trust and A.T. Kearney. This experience has provided Mr. Zou with the strategic
vision to steer our growth into a leading dental care services provider in China. In addition, our
management team has extensive knowledge and experience in both therapeutic areas and dental
care operations, and is dedicated to bringing dental health to generations of Chinese families
and taking our business to the next level.
The president of our medical operations, Professor ZHANG Jincai, is well-regarded as a
leading dental expert, and has served as the 4th Council Vice President of the Chinese
Stomatological Association as well as Chairman of the 4th Periodontology Professional
Committee of the aforementioned association, elected in 2011. Professor ZHANG possesses
extraordinary knowledge of dental practice, having obtained his Medical Ph.D. in 1989 from
West China Medical Centre of Sichuan University and his post-doctorate from University of
California, San Francisco in 1992, and served as a professor of Oral Medicine at West China
Medical Centre since 1996. Prior to joining us, Professor ZHANG was the chairman of the
board of Zhejiang Tongce Dental Medical Management Co., Ltd., a subsidiary of TC Medical
(SHA: 600763).
Our vice-president, Mr. ZOU Jianlong, in his 22 years with us, has proven himself to have
strong business, entrepreneurial and medical acumen, and has made extensive and meaningful
contributions to the continuous expansion of our Group. As one of our most senior employees,
Mr. Zou has been instrumental to our success since our founding. He served as the general
manager and facilitated our initial expansion into the Shenzhen and Shanghai dental markets.
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In addition, he has taken a series of leadership roles in establishing and managing various
departments, administrating a wide range of corporate matters, including marketing, human
resources, investments, project management, and compliance.
Our management team’s extensive and diverse experience in medical services, finance
and business development has enabled us to develop and optimize our corporate structure,
strategy making and management models.
We are also backed by the support of our shareholders, including well-known
international institutions such as Temasek, Goldman Sachs, New Horizon, KPCB, and Qiming
Venture Partners, who have been providing firm support and resources to facilitate our business
growth. We are fully confident to further expand our business and achieve our mission of
becoming a world-leading dental group.
In addition, we firmly believe that our cohesive corporate culture, guided by our core
philosophy of “integrity, professionalism and being a good person” , is the pillar of our success
and essential in enabling us to strengthen long-term, trusting relationships with our patients,
dentists and business partners. We are a strong believer in our corporate culture and are
dedicated to serving our patients and maintaining a positive working environment at each of
our hospitals and clinics with the utmost professionalism and care, putting the needs of our
patients above all else. We are also committed to being a responsible corporate citizen, and are
committed to improving communities around us through various initiatives such as Arrail Golf
Charity Tournament and Rytime Charity Campus Tour.
OUR STRATEGIES
Continue to empower and train our team of dentists
We are committed to continuing to strengthen our leading team by retaining and training
our professionals. We empower the dentists within our network primarily by implementing the
following strategies:
•

Mentorship program. We have established and will continue to improve our
mentorship program whereby our dentists are paired with mentors who possess
profound knowledge and industry experience. Our dentists can benefit from the
mentoring program to advance their professional development.

•

Training base. We will set up training bases at top universities offering professional
courses, lectures and other activities, to support our dentists in maintaining and
updating their skills and knowledge as they progress in their career.

•

Specialty excellence. We aim to further improve our quality of care and service
capabilities, and will continue to spend resources on promoting excellence in a
variety of specialty areas, such as orthodontics and implantology, ensuring that our
dentists are equipped with the latest knowledge and skills.
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•

Ongoing training initiatives. Beyond our monthly technical trainings and academic
conferences, we also intend to continue our existing collaboration with reputable
dental institutions globally such as the University of Pennsylvania School of Dental
Medicine, where we have ongoing programs to send our dentists as visiting scholars
for further academic enrichment.

•

Online knowledge sharing and teaching platform. We will continue to build our
online knowledge sharing and teaching platform where our dentists can share
practical skills and gain access to abundant resources for technical knowledge and
skills training.

By making our training and development programs and other auxiliary services available
to dentists across the country, we are able to empower more dentists in China and continue to
improve the dental health of the population.
In addition to comprehensive training programs and competitive compensation, we offer
our dentists optionality in their career path within dentistry. We also seek to continue to offer
our dentists the ability to select between different tracks within our platform, including a
technical track where our dentists focus on dentistry skills, complex cases and advanced
procedures, as well as a management track where our dentists transit into a management role.
By providing such optionality, we aim to provide our dentists with the ability to build their own
career path, while ensuring we are able to motivate, retain and integrate highly qualified talents
for all key areas of our business.
Enhance our brand awareness to expand customer reach
We intend to reinforce our brand building efforts in order to expand our customer reach,
attract new customers and retain existing customers to further strengthen our leadership in
dental services across China. We plan to implement our brand awareness strategy by continuing
to pursue the following objectives:
•

Establish a comprehensive key opinion consumers, or KOCs, platform. Given that
KOCs play an important role in the era of social media, we aim to work with KOCs
in order to not only promote our brand, but also raise awareness about the
importance of dental health.

•

Establish Arrail Plus at upmarket locations. We aim to continue to enhance our
brand image and awareness through establishing flagship stores in Tier-1 cities
under the brand Arrail Plus. By associating our brand with upmarket locations, we
bring convenience to patients and emphasize the premium nature of our services. We
plan to operate a membership model under Arrail Plus and provide a suite of more
personalized services to upper market customers including (i) assigning a dedicated
account manager to each member to ensure prompt responses and superior patient
experience; (ii) allowing members to book experienced dentists of their choice with
priority; (iii) delivering more comprehensive and customized treatment plans to
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cater the unique needs of each member; and (iv) offering individual instruments for
each member. We expect Arrail Plus clinics to charge approximately 30% higher
than Arrail Dental based on their upscale, more personalized services cater to
affluent consumers with high purchasing power. Arrail Plus will target customers in
premium dental services segment. The market size of premium dental services
market grew from RMB1.29 billion in 2015 to RMB2.62 billion in 2020,
representing a CAGR of 15.2%, and is expected to reach RMB7.49 billion by 2025,
with a CAGR of 19.7%.
•

Strengthen our relationship and origination efforts with our corporate customers.
Leveraging on our existing market leadership, track record and reputation in the
dental services industry, we intend to further deepen our relationship with our
existing corporate customers, while cultivating new corporate relationships in order
to broaden our customer reach.

•

Partnering with local communities and institutions. We have strategically targeted
local communities and corporates, in order to not only secure stable, recurring
business, but also build our brand and reach a broad range of patients. We intend to
continue exploring further partnership opportunities in the future as we continue to
expand the scale of our brand.

•

Cohosting industry conference. We have hosted industry conference to enhance our
impact and footprint in the dental industry. Through these conferences, we aim to
promote knowledge sharing and develop strong internal relations that we can
leverage for opportunities, bringing value to our patients, dentists and the wider
community.

•

Social responsibility initiatives. As part of our corporate social responsibility effort,
we have donated medical supplies to hospitals in Wuhan during the COVID-19
pandemic. In addition, we have cooperated with the China Oral Health Foundation
to provide free dental services and dental care education to physically challenged
children for over a decade. We plan to further increase our investment and
involvement in various social responsibility and charity initiatives.

Improve Patient Experience
Our brand was originally founded to provide premium dental services to patients across
the country, and as such, we are committed to continuing the “Arrail Way” by constantly
following the standardized procedures and actively implementing our 5S initiatives (“Sort,
Straighten, Sweep, Standardize, and Sustain”), to deliver superior patient experience. Our
ultimate goal is to provide our patients with the best dental services and equipment available,
in order to maximize their dental experience and increase the life-long value of a patient.
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We are focused on continuously upholding our high standards of care in our individual
hospitals and clinics, broadening and upgrading our service offerings, continuously seeking
opportunities to introduce new technologies and dental equipment, and offering continuous
professional training for dentists in our platform.
Our dentists plays a key role in ensuring our business is of high standards. To further grow
our dentist team, we will continue to find top talents through a variety of avenues, including
on-campus recruitment at top-ranked dental schools and lateral hiring for competent
experienced dentists primarily from public hospitals. We target to expand our dentist team by
approximately 120 dentists through hiring a combination of experienced dentists and dental
graduates in 2021.
Furthermore, we will take a multi-pronged approach with respect to our services:
•

CRM (customer relationship management). We plan to continuously invest in and
upgrade our CRM software to deepen connections with customers. We plan to
launch our WeChat mini-program nationwide, and will continue to engage our
customers in a more personalized and user-friendly manner.

•

Membership program. Through developing a comprehensive membership program,
we will offer a variety of benefits to our customers and enhance the overall patient
experience. With our VIP members, we aim to provide value-added services such as
dedicated customer service personnel and exclusive member events. Through our
commitment to enhancing patient experience, we aim to not only provide the best
services to our patients, but also foster customer loyalty with increased life-long
value of a patient.

Strengthen Arrail presence in key gateway cities and expand Rytime network driven by
organic growth and acquisitions
Leveraging our leading position in the dental services market in China, we intend to
further expand our presence in existing cities and penetrate into new markets across the country
to capitalize on the significant growth opportunity in China in the coming years.
We intend to continue to implement our dual-brand strategy through our Arrail Dental and
Rytime Dental brands in order to expand rapidly in a variety of regions and locations, and tap
into a more diverse patient pool to fuel further growth.
•

Arrail. We plan to leverage on our decades of experience and brand equity to
continue increasing our penetration in existing Tier-1 cities, such as Beijing,
Shanghai, Shenzhen and Guangzhou, and grow our footprint by opening flagship
clinics in high potential, emerging Tier-1 cities, such as Tianjin, Hangzhou and
others, with an ultimate aim to solidify ourselves as a preferred provider for
premium dental services. We intend to draw on our experience and track record of
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having successfully built and operated premium dental centers in Tier-1 cities to
identify additional opportunities within these cities to open new clinics, particularly
in areas where we see demand and growth potential for high-quality dental services
to be substantial.
Our strategy for Arrail will continue to focus on prime locations in Grade A office
buildings or in high-end shopping malls, with a target size of over ten dental chairs
per clinic to service affluent consumers with high purchasing power. By increasing
the density of our Arrail network, we aim to access a wider population of target
customers and further enhance our market leadership, solidifying Arrail as the
preferred, “go-to” premium dental brand for customers across gateway cities in
China.
•

Rytime. We plan to deepen our penetration in existing Tier-1 cities and further our
expansion into key Tier-2 cities primarily through opening new hospitals and clinics.
To a lesser extent, we will also explore potential acquisitions when we identify
unique opportunities where we perceive to be synergistic to our platform. The
desirable acquisition targets should have an operating history of at least 6 years,
over 100 employees and a broad, high-quality and loyal customer base, focusing on
talent acquisition and development and quality dental services. In terms of
geographic locations, we plan to deepen our penetration in existing Tier-1 cities and
further our expansion into emerging Tier-1 cities and key Tier-2 cities through
potential acquisitions. According to Frost & Sullivan, there are approximately 100
potential acquisition targets in the dental services market in China that meet our
criteria. Therefore, both the Directors and Frost & Sullivan are of the view that there
are sufficient potential targets in the market.
We aim to target middle-class customers across emerging cities in the Northern,
Eastern, Southern and Western parts of China. In these regions, we plan to identify
key locations in residential areas where accessibility to customers and families are
high. By expanding our Rytime Dental network, we aim to broaden our reach to a
greater number of cities across China and offer quality, differentiated dental services
to a larger number of customers in the country.

Explore upgrades to our digital infrastructure to increase operational efficiency and
standardization of services across our network
While our brick-and-mortar clinics will continue to be a staple of our business, we are
also constantly seeking ways to embrace digitalization into our dental network, as we continue
to develop strategies to increase our operational efficiency, standardization of services across
our network and overall profitability of the Group.
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We intend to utilize digitalization to enhance our Group level infrastructure, including
further strengthening our electronic medical records database system to allow patients with
greater mobility and convenience when they visit our clinics around the nation, centralizing the
procurement of pharmaceuticals and consumables we use to optimize costs and inventory, and
implementing a data management system which integrates various other parts of our internal
system. We believe these initiatives will help us further improve operational efficiency, lower
operating costs and minimize operational risks of our in-network hospitals and clinics.
Continue developing our Arrail Ecosystem to drive internal and external improvements
Our Arrail Ecosystem is the product of every component that is integral to our operations,
ranging from our IT infrastructure which streamlines our operative and administrative
efficiency to consistently provide high-quality dental services to our consumers, our training
systems and our accumulated know-hows which allow quick improvement and expansion of the
technical dental knowledge of our dentists, to our corporate culture which emphasizes on
“integrity, professionalism and being a good person.” Cumulatively, our full-service ecosystem
can fulfill and cater to the evolving demands of our consumers, aligning with changing market
trends and driving innovation which allows us to balance operational flexibility, expansionary
objectives and service quality control.
We are dedicated to further building our Arrail Ecosystem as the focal point for the
development and operations of our dentists and business partners. We believe this will allow
us to drive both internal and external improvements, enabling sustained progress.
•

Internal improvements. By leveraging our Arrail Ecosystem, we will be able to unify
and synergize various components of our operations, including service standard,
logistics and supply chain. In so doing, we can improve the quality of our dentists
by providing access to skills training and upgrade our patient record systems to
facilitate more efficient sharing and flow of patient information. This will ultimately
enable us to streamline the various workflows overseen by our dentists and enhance
our overall operational efficiency.

•

External improvements. We plan to leverage our digital infrastructure and service
standardization capabilities to provide business solutions such as dental clinic
operational support to other players and business partners in the industry. By
deepening our industry footprint, we can empower dentists outside our immediate
Arrail platform, furthering our mission of bringing people healthy and confident
smiles. This will have the added benefit of further raising our brand awareness.

Ultimately, by leveraging and continuing to develop our vigorous Arrail Ecosystem, we
can bring long-lasting value to our patients, dentists, business partners and the communities we
serve.
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OUR SERVICES
We were the largest private dental services group in the premium dental services market
in China in terms of total revenues in 2020, according to the Frost & Sullivan Report. Our
network of dental hospitals and clinics provides a wide array of dental healthcare services
across China. We adopt a dual-brand strategy through our Arrail and Rytime Dental brands to
service customers of different economic and geographic background. Through decades of
commitment and service in the dental healthcare industry, we have earned the trust of our
patients, and successfully established an extensive presence in China, and are continuing to
expand our footprint nationwide. As of September 30, 2021, we had 7 dental hospitals and 104
dental clinics in 15 cities across China, with 882 experienced dentists and nearly 7.4 million
patient visits over the past decade.
Each of our hospitals and clinics offers a diverse range of professional, personalized
dental services, consisting of (i) general dentistry; (ii) orthodontics; and (iii) implantology.
General Dentistry
General dentistry largely refers to the preventive services that all patients should receive
on a regular basis, such as tooth cleaning, checking soft tissue, and screening for oral diseases
and other potential problems, along with a range of basic restorative treatments, including
filings, crowns, bridges, dentures and more. Our general dentistry services include oral
examination, treatment planning, preventive and cosmetic dentistry, endodontics, oral surgery,
periodontal treatment, prosthodontics, pedodontics services, and patient education.
The following table sets forth the general dentistry services we offer to our patients in
greater detail as of the Latest Practicable Date:

1.

Specialty

Description

Endodontics

Endodontics is an area of dentistry that deals with the tooth
pulp and the tissues surrounding the root end of a teeth. The
pulp (containing nerves and other soft tissue) can become
diseased or injured, when deep decay of the tooth occurs or
when a tooth is chipped or fractured in a traumatic incident,
and is often unable to repair itself; if it dies, root canal
treatment is required. The most common treatment procedure
in endodontics is root canal therapy.
Our endodontic services include pulp capping, root canal
treatment or retreatment, endodontic surgery, bleaching of
discolored non-vital teeth, treating traumatic tooth injuries and
diagnosing and treating dental pain.
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2.

Specialty

Description

Oral surgery

Oral surgery is an area of dentistry that deals with the
diagnosis and management of the diseases, injuries and defects
of human mouth, jaw and associated facial structures.
Our services include medical and surgical services, such as
dentoalveolar and wisdom tooth surgeries, dental implants, and
adjunct surgery to orthodontics.

3.

Periodontics

Periodontics deals with the diagnosis, prevention and control
of periodontal or gum diseases.
Our periodontics services include supervised oral hygiene
methods, non-surgical and surgical scaling, and root planing to
achieve a healthy oral environmental that is important for the
retention of teeth, dental prosthesis and implants.

4.

Prosthodontics

Prosthodontics is a field of dentistry that restores tooth
structure and replaces missing teeth and soft tissue, with an
emphasis on restoring natural function and appearance.
Our prosthodontics services include inlays, onlays, veneers,
crowns, bridges, dentures, implant restorations and oral
rehabilitation.

5.

Pedodontics

Pedodontics, or pediatric dentistry, refers to the dental
specialty that deals with the care of the teeth of children aged
one to 17 years, including both restorative and preventive
components with emphasis on prevention and early
interception of oral diseases.
Our pediatric dentists provide age-appropriate treatments as
our young patients grow. These may include cleaning, topical
fluoride application, general screenings, sealants, fillings,
tooth extractions and orthodontics.

Orthodontics
Orthodontics is a branch of dentistry that treats malocclusions, a condition in which the
teeth are not correctly positioned when the mouth is closed, which may be caused by dental
irregularity and disproportionate jaw relationships, among others. This results in an improper
bite. It can be carried out for (i) functional reasons to improve biting efficiency and speech, (ii)
practical reasons to improve oral hygiene and thus to minimize dental diseases and reduce risk
of injury to protruding teeth, and (iii) aesthetic reasons to improve one’s appearance which may
enhance one’s confidence.
Our orthodontists provide orthodontic treatment using a range of medical dental devices,
including fixed and/or removable braces, headgear, aligners and other appliances.
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Implantology
Oral implantology is the branch of dentistry that deals with the permanent implantation
of artificial teeth in the jaw when it is determined that a natural tooth must be extracted. With
their high level of expertise, our implant dentists are able to treat complex cases and provide
customized solution based on the health of jawbone and the specific needs of a patient.
The following table sets forth the revenues generated from each of our service categories,
in absolute amounts and as percentages of total revenues, for the periods indicated:
For the Year Ended March 31,
2019

2020

RMB

%

RMB

General Dentistry
Orthodontics
Implantology
Others

603,639
222,427
231,447
22,778

55.9%
20.6%
21.4%
2.1%

593,861
244,973
236,463
24,571

Total Revenues

1,080,291

100.0% 1,099,868

For the Six Months Ended September 30,
2021

2020

2021

%
RMB
%
RMB
%
(RMB in thousands, except for percentages)
(unaudited)
54.0%
22.3%
21.5%
2.2%

RMB

%

828,452
342,273
299,568
44,834

54.7%
22.6%
19.8%
3.0%

390,222
176,882
134,947
18,270

54.2%
24.6%
18.7%
2.5%

448,807
199,680
174,067
18,785

53.3%
23.7%
20.7%
2.2%

100.0% 1,515,127

100.0%

720,321

100.0%

841,339

100.0%

Dual-Brand Operations
We operate under the brand names of “Arrail Dental” and “Rytime Dental” to provide
dental services to different demographics across geographic regions. We continue to increase
our penetration in existing cities and expand our footprint into new cities to access a wider
population of patients, leveraging on our decades of experience in delivering high quality
dental services and the brand awareness for our services that we have successfully built.
Arrail Dental
We have been operating under the Arrail Dental brand since 1999, to provide premium
dental services primarily to affluent consumers in Tier-1 and emerging Tier-1 cities in China.
Arrail clinics are able to charge premium pricing based on their excellent quality of bespoke
service and professionals. As of September 30, 2021, we operated a total of 51 Arrail clinics
in seven cities, namely Beijing, Shanghai, Shenzhen, Guangzhou, Hangzhou, Tianjin, and
Xiamen. Our Arrail clinics are mainly concentrated in metropolitan areas and located at or in
close proximity to prominent landmarks and properties. We plan to further penetrate existing
markets to drive stronger monetization under the Arrail Dental brand.
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Supported by the strength of our dentist network, management expertise and operating
capabilities, we have been able to open and rapidly ramp up new Arrail clinics to achieve
success. For example, our Financial Street Clinic in Beijing, which was founded in 2015,
achieved a revenue CAGR of 37% from fiscal 2016 to fiscal 2021 and became one of our top
performing clinics in terms of key performance metrics such as revenue per dental chair. In
addition, it has been able to further accelerate this growth trajectory after five years of
operation, with revenue growth of 55% from fiscal 2020 to fiscal 2021.
Rytime Dental
We launched our operations under the Rytime Dental brand in 2012, primarily aiming to
provide treatments to middle class customers in Tier-1 and key Tier-2 cities in the Northern,
Eastern, Southern and Western parts of China. Rytime is positioned to capture the greater
middle-end dental services market by offering high-quality dental services at attractive and
relatively lower prices. As of September 30, 2021, we operated a total of 7 hospitals and 53
Rytime clinics in 10 cities. We are able to provide a greater variety of treatments at our dental
hospitals, such as giving general anesthesia and performing more complicated oral surgery
procedures. Our Rytime Dental dental hospitals and clinics are typically located in the vicinity
of residential areas, giving our customers easy access to convenient and quality dental care
services. We plan to continue to expand our Rytime Dental network by broadening our reach
to target regions and cities across China.
We have achieved particular success with Rytime hospitals in realizing economy of scale
and achieving greater operating synergies. For example, our Beijing Rytime Dental Hospital
was established in 2012 and is our first and largest dental hospital in terms of number of dental
chairs as of the date of this document. During nearly ten years of operations, it has attracted
high patient flow, mainly driven by the strength of its high-margined orthodontics and
implantology specialties, and has been able to achieve a revenue CAGR of 31% from 2012 to
2021. We expect this growth trend to carry on as the patient base continues to grow.
Price Range of Our Services
The following tables set forth the price ranges of our major types of dental services by
brands as of the Latest Practicable Date and a comparison with the respective price range of
Class III Grade A hospitals, according to Frost & Sullivan. The pricing for each type of service
offered under our Arrail Dental and Rytime Dental brands respectively remained relatively
stable during the Track Record Period. Our Arrail Dental and Rytime Dental hospitals and
clinics generally charge higher prices than Class III Grade A hospitals for the same type of
dental services provided, primarily because we generally offer (i) a more comprehensive scope
of dental treatments supported by experienced dentists, (ii) a more relaxing and patient-friendly
environment, (iii) ample high-quality medical equipment and medicine, and (iv) exceptional
customer services with higher level of personalization.
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General Dentistry

Approximate
price range by
Arrail Dental

Approximate
price range by
Rytime Dental

Approximate
price range by
Class III Grade
A hospitals

(RMB)
Major dental services
Dental crowns
Teeth filling
Root canal treatment

3,500–12,000
per tooth (1)
500–5,500
per tooth (2)
500–6,000
per tooth root (3)

500–8,000
per tooth (1)
200–3,500
per tooth (2)
300–4,500
per tooth root (3)

500-6,500
per tooth
200-1,500
per tooth
300-3,500
per tooth root

Notes:
(1)

The price range of our dental crowns services varies significantly as the price depends on a combination of
factors, including the dental materials used in the treatment and the complexity involved in repairing the
damaged teeth.

(2)

The price range of our teeth filling services varies significantly as the price depends on a combination of
factors, including the dental materials used in the treatment.

(3)

The price range of our root canal treatment services varies significantly as the price depends on a combination
of factors, including the complexity involved in treating the relevant tooth root canal.

Orthodontics

Approximate
price range by
Arrail Dental

Approximate
price range by
Rytime Dental

Approximate
price range by
Class III Grade
A hospitals

(RMB)
Major dental services
Orthodontics using standard
mental brackets and metal
wires
Orthodontics using clear
aligners

30,000–55,000
per case *
40,000–65,000
per case *

25,000–35,000
per case *
25,000–50,000
per case *

generally 15,00045,000 per case

Note:
*

The price range of our orthodontics services varies significantly depending on the medical dental devices used
in the treatment and the specific treatment plan of each patient.
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Implantology

Approximate
price range by
Arrail Dental

Approximate
price range by
Class III Grade
A hospitals

Approximate
price range by
Rytime Dental
(RMB)

Major dental services
4,000–25,000
per tooth *

15,000–36,000
per tooth *

Implantation

2,000-20,000
per tooth

Note:
*

The price range of our implantology services varies significantly as the price depends on a combination of
factors, including the complexity involved in the implant surgery.

The following table sets forth the revenues generated from each of the brand names, in
absolute amounts and as percentages of total revenues, for the periods indicated:
For the Year Ended March 31,
2019

2020

RMB

%

RMB

Revenues:
Arrail Dental
Rytime Dental

633,694
446,597

58.7%
41.3%

588,501
511,367

Total Revenues

1,080,291

100.0% 1,099,868

For the Six Months Ended September 30,
2021

2020

2021

%
RMB
%
RMB
%
(RMB in thousands, except for percentages)
(unaudited)

53.5%
46.5%

RMB

%

767,219
747,908

50.6%
49.4%

367,034
353,287

51.0%
49.0%

432,188
409,151

51.4%
48.6%

100.0% 1,515,127

100.0%

720,321

100.0%

841,339

100.0%
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Our Hospitals and Clinics
As of September 30, 2021, we operated (i) 7 hospitals under the Rytime Dental brand; and
(ii) 104 clinics, including 51 under the Arrail Dental brand and 53 under the Rytime Dental
brand, as illustrated in the map below.

R

R

111
Dental Hospitals
and Clinics1, 2

R
R
R

R

R

15
Cities Covered1

R
R
R

882
Dentists1

Provinces
P
i
covered
d
Provinces uncovered
Area of key operations

Arrail
A
il Cli
Clinics
i

R Rytime Clinics
Rytime Hospitals

Note:
1.

Operating data as of September 30, 2021.

2.

Including four clinics in Changsha operated under exclusive consultation and service agreements whose
financial results are not consolidated into our consolidated financial statements in accordance with IFRSs. For
more details on such agreements, please refer to “Business—Our Services—Our Hospitals and Clinics”.
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The following table sets forth the movement in the number of our dental hospitals and
clinics for the periods indicated.
For the six months
ended September 30,

For the year ended March 31,
2019

2020

2021

2021

Number of hospitals/
clinics at the beginning
of the period

Fully-fledged
Fast-growing
Ramp-up
Total

25
24
26
75

35
26
30
91

35
26
40
101

52
26
25
103

Number of hospitals/
clinics newly opened or
moved to a different
stage during the period

Newly opened
Ramp-up moved to Fastgrowing
Fast-growing moved to
Fully-fledged
Total

16
12

10
–

2
17

4
5

10

–

17

6

38

10

36

15

Fully-fledged
Fast-growing
Ramp-up
Total

35
26
30
91

35
26
40
101

52
26
25
103

58
25
24
107

Number of hospitals/
clinics at the end of the
period

During the Track Record Period and up to the Latest Practicable Date, we did not close
any dental hospitals and clinics.
The following table sets forth the revenues generated from each of the major regional
markets, in absolute amounts and as percentages of total revenues, for the periods indicated:
For the Year Ended March 31,
2019

2020

RMB

%

RMB

Revenues:
Northern China
Eastern China
Southern China
Western China

483,987
274,000
112,979
209,325

44.8%
25.4%
10.5%
19.3%

473,144
280,702
108,242
237,780

Total Revenues

1,080,291

100.0% 1,099,868

For the Six Months Ended September 30,
2021

2020

2021

%
RMB
%
RMB
%
(RMB in thousands, except for percentages)
(unaudited)

43.0%
25.5%
9.8%
21.7%

RMB

%

637,590
384,664
146,990
345,883

42.1%
25.4%
9.7%
22.8%

301,791
180,267
69,261
169,002

41.9%
25.0%
9.6%
23.5%

357,675
203,342
81,782
198,540

42.5%
24.2%
9.7%
23.6%

100.0% 1,515,127

100.0%

720,321

100.0%

841,339

100.0%
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Notes:
(1)

Northern China covers Beijing, Tianjin, and Dalian.

(2)

Eastern China covers Qingdao, Shanghai, Hangzhou, Jiangyin, and Jingjiang.

(3)

Southern China covers Guangzhou, Shenzhen, Xiamen.

(4)

Western China covers Chengdu, Chongqing, Changsha, and Xi’an.

Our clinics and hospitals complement each other to create our dental service networks.
They are primarily differentiated by (i) regulatory requirements, (ii) service offerings, (iii)
geographical locations, and (iv) facility size, all being factors that we consider when opening
a new clinic or hospital. Specifically,
(i)

Dental hospitals and clinics must both obtain Medical Institution Practicing License
and comply with relevant regulations relating to staff members, medical premises,
medical facilities and capital resources. However, compared to dental clinics,
regulatory and operational requirements for dental hospitals are more stringent. For
example, each dental chair should have a minimum floor area of 30 square meters
for dental hospitals, compared to 25 square meters for clinics. There are more
specific requirements on the number and seniority of dentists and staff members for
hospitals than for clinics. Compared to clinics, dental hospitals are required to be
equipped with more types of medical facilities such as electric dental suction device
and high-speed dental handpiece.

(ii) Although the dental hospitals operated by us share a wide overlap of services with
its dental clinics, such dental hospitals are permitted to provide a broader range of
services than dental clinics, such as giving general anesthesia and performing more
complicated oral surgery procedures. In addition, our dental hospitals also have
medical laboratories that handle samples and perform tests across many therapeutic
areas in the field of dentistry.
(iii) Consistent with our dual-brand strategy, hospitals and clinics under the Rytime
Dental brand are typically located in densely populated residential areas, giving
consumers easy access to convenient and quality dental care services, while dental
clinics under the Arrail Dental brand are mostly located at prime commercial
locations and Class A office buildings in high-end suites the Company rents. In
addition, hospitals are typically located in fully detached commercial buildings.
(iv) Our dental hospitals are generally larger than clinics catering to the demands in the
middle-end market. During the Track Record Period, the number of registered dental
chairs for our dental hospitals averaged 37, compared to an average of 10 for our
dental clinics. With the exception of two clinics with 38 and 40 registered dental
chairs, our dental clinics generally have less than 30 registered dental chairs. Given
the relatively smaller size, we mostly expand and bolster our presence in new
geographic markets through opening clinics, complemented by hospitals to seize
market share. In terms of Arrail Dental, we believe that clinics are of suitable size
allowing us to realize a more patient-centric approach in delivering services that
accentuate more personalized patient care.
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The following table sets forth the revenues, gross profit and gross profit margin of our
hospitals and clinics during the Track Record Period.

Hospitals

For the Year Ended March 31,

For the
Six Months Ended
September 30,

2019

2020

2020

2021

2021

(RMB in thousands, except for percentages)
Revenues
Percentage of total revenues
Gross profit
Percentage of gross profit
Gross profit margin

Clinics

182,048
16.9%
56,676
34.6%
31.1%

204,228
18.6%
43,824
39.3%
21.5%

295,596
19.5%
94,655
26.0%
32.0%

143,279
19.9%
48,809
26.7%
34.1%

154,973
18.4%
44,503
23.7%
28.7%

For the Year Ended March 31,

For the
Six Months Ended
September 30,

2019

2020

2020

2021

2021

(RMB in thousands, except for percentages)
Revenues
Percentage of total revenues
Gross profit
Percentage of gross profit
Gross profit margin

867,654
80.3%
110,286
67.3%
12.7%

848,945
77.2%
56,731
50.9%
6.7%

1,173,829
77.5%
256,967
70.5%
21.9%

557,942
77.5%
133,876
73.2%
24.0%

666,908
79.3%
146,560
78.2%
22.0%

The following table sets forth a breakdown of our revenues, gross profit, and gross profit
margin by development stage of our hospitals and clinics for the periods indicated:

For the Year Ended March 31,

For the
Six Months Ended
September 30,

2019

2020

2020

2021

2021

(RMB in thousands, except for percentages)
(unaudited)
Revenues
Fully-fledged
Fast-growing
Ramp-up
Others
Total revenues

597,343
334,718
117,640
30,590
1,080,291

541,341
302,826
209,005
46,696
1,099,868
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979,174
266,650
223,601
45,702
1,515,127

420,307
170,243
110,671
19,100
720,321

587,416
125,626
108,839
19,458
841,339
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For the Year Ended March 31,

For the
Six Months Ended
September 30,

2019

2020

2020

2021

2021

(RMB in thousands, except for percentages)
(unaudited)
Gross profit
Fully-fledged
Fast-growing
Ramp-up
Others
Total gross profit
Gross profit margin
Fully-fledged
Fast-growing
Ramp-up
Others

134,725
72,494
(40,256)
(3,191)
163,772

109,195
55,784
(64,424)
10,836
111,391

296,829
63,277
(8,483)
12,797
364,420

136,675
46,302
(292)
122
182,807

176,890
28,339
(14,166)
(3,606)
187,457

22.6%
21.7%
(34.2%)
(10.4%)

20.2%
18.4%
(30.8%)
23.2%

30.3%
23.7%
(3.8%)
28.0%

32.5%
27.2%
(0.3%)
0.6%

30.1%
22.6%
(13.0%)
(18.5%)

Gross profit margin of our hospitals decreased from 31.1% in fiscal 2019 to 21.5% in
fiscal 2020, while gross profit margin of our clinics decreased from 12.7% to 6.7% during the
same period, mainly attributable to the temporary suspension of operations of our hospitals and
clinics in February through April 2020 in response to the outbreak of the COVID-19 pandemic.
Gross profit margins of our hospitals and clinics in fiscal 2021 increased to 32.0% and 21.9%,
respectively, as a result of the alleviation of the impact of the outbreak of COVID-19. In
particular, gross profit margins recorded by our clinics in fiscal 2019 and 2020 were
significantly lower than those recorded by our hospitals during the same period, which was
primarily because (i) the majority of our clinics in fiscal 2019 and 2020 were in the ramp-up
and fast-growing stages, which led to relatively lower gross profit margins, and (ii) while most
of our clinics experienced extended closures in fiscal 2020 due to the impact of the COVID-19,
certain of our hospitals were allowed to continue their operations amid the COVID-19 outbreak
under local policies, resulting in substantial differences between the gross profit margin of our
clinics and that of our hospitals during the same period. The increase in the number of
fully-fledged clinics and the business recovery of our clinics from the COVID-19 in fiscal 2021
had drove the improvements in the gross profit margin of our clinics.
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Fully-fledged
Fast-growing
Ramp-up

Clinics

Fully-fledged
Fast-growing
Ramp-up

Hospitals

340
218
260

Chairs

91
62
27

Chairs

1,368,181
1,331,833
431,281

Revenues
per chair
(RMB)

1,452,326
715,787
203,976

269,075
261,396
(146,859)

GP per
chair
(RMB)

475,157
250,153
(76,777)

340
218
358

Chairs

91
62
79

Chairs

1,188,155
1,171,634
529,487

Revenues
per chair
(RMB)

1,509,548
764,673
246,193

Revenues
per chair
(RMB)

Revenues
per chair
(RMB)
GP per
chair
(RMB)

2020

2019

174,022
220,233
(140,913)

GP per
chair
(RMB)

549,754
125,371
(176,918)

GP per
chair
(RMB)

As of / For the Year Ended March 31,

488
210
238

Chairs

135
18
79

Chairs

1,520,868
1,196,169
758,192

Revenues
per chair
(RMB)

1,755,481
858,608
546,213

Revenues
per chair
(RMB)

2021

421,659
281,362
(33,143)

GP per
chair
(RMB)

674,514
232,807
(7,534)

GP per
chair
(RMB)

532
213
227

Chairs

153
27
52

Chairs

863,073
523,228
424,258

Revenues
per chair
(RMB)

838,307
525,138
241,016

Revenues
per chair
(RMB)

2021

253,691
114,186
(56,056)

GP per
chair
(RMB)

274,025
148,797
(27,708)

GP per
chair
(RMB)

As of / For the Six Months Ended
September 30,

The following table sets forth the number of dental chairs as of the end of each fiscal year, and revenues per chair and gross profit per chair
of our hospitals and clinics during the Track Record Period.
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Compared to clinics, our hospitals generally have larger space and more dental chairs
which typically leads to longer ramping up time and higher operating costs during the early
stage of their operations. As such, during the Track Record Period, hospitals in the ramp-up and
fast-growing stages in general generated lower revenues per chair than clinics in the same
stage. Revenues per chair and gross profit per chair of hospitals in the fully-fledged stage
reached a higher level than those of clinics in the same stage. This demonstrates that after six
years of operations, hospitals were able to achieve continuous growth and realize economies
of scale through offering a broad spectrum of dental specialties at a single location.
Most of the dental institutions in our dental network are clinics, complemented by a small
group of hospitals. As of September 30, 2021, we operated 7 hospitals under the Rytime Dental,
including 3 that began their operations during the Track Record Period. Revenues generated
from our hospitals accounted for 16.9%, 18.6%, 19.5% and 18.4% of our total revenues for
fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021, respectively.
We expect that the majority of dental institutions to be opened in the near future will be
clinics, consistent with the historical trend. We plan to open a total of 21 new hospitals under
our Rytime Dental brand from fiscal 2022 to 2027 to benefit from their economies of scale and
seize market share. See “Future Plans and Use of [REDACTED]” for more details on new
hospitals and clinics we plan to open after the [REDACTED]. As a result, hospitals will
continue to represent a small portion of our dental network, exerting limited influence on its
overall operating and financial performance.
During the Track Record Period, our top clinic contributed 4.7%, 3.9%, 3.4% and 3.4%
of our total revenues for fiscal 2019, 2020 and 2021 and the six months ended September 30,
2021, respectively, while our top hospital contributed 10.6%, 11.0%, 11.4% and 10.2% of our
total revenues during the same periods. During the Track Record Period, our top ten hospitals
and clinics in aggregate contributed 33.5%, 32.0%, 30.0% and 29.1% of our total revenues and
63.8%, 85.3%, 46.6% and 39.8% of our gross profit, resulting in gross profit margin of 28.9%,
27.0%, 37.3% and 30.5%, for fiscal 2019, 2020 and 2021 and the six months ended September
30, 2021, respectively. The top 10 performers were largely sizable Arrail clinics and Rytime
hospitals in the fully-fledged stage with gross profit margin generally higher than 30%.
Approximately two of the top 10 performers in each period were hospitals and clinics with
operating history of less than 6 years and relatively lower gross profit margin. They were
typically drawing closer to their fully-fledged stage, and had more than 40 dental chairs in the
case of hospitals. Our top twenty hospitals and clinics in aggregate contributed 49.5%, 46.3%,
43.6% and 43.1% of our total revenues during the same periods.
There were 50 hospitals and clinics that incurred losses during the Track Record Period,
comprising (1) 39 hospitals and clinics that achieved profitability subsequently and remained
profitable, (2) 9 hospitals and clinics in the ramp-up stage that were still loss-making, and (3)
two clinics in the fully-fledged stage that were still loss-making, respectively as of the Latest
Practicable Date. The numbers of loss-making clinics and hospitals for fiscal 2019, 2020 and
2021 and the six months ended September 30, 2021 were 31, 39, 20 and 14, respectively.
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With respect to (1), these hospitals and clinics had losses primarily for reasons such as
(i) relocation to more ideal locations, (ii) significant interior remodeling and facility upgrades,
(iii) temporary closures due to renovations of the shopping center where the clinic was located,
(iv) lower-than-expected foot and vehicle traffic, (v) lack of efficient operations management,
(vi) integration of newly acquired targets, and (vii) the adverse impact of COVID-19.
Furthermore, hospitals or clinics that experienced temporary full or partial suspension of
business operations due to the foregoing reasons had their financial results adversely affected
for periods after the closure as well due to the time incurred to ramp up to its pre-closure
business pace.
We took various measures to improve the performance of these hospitals and clinics, such
as recruiting or assigning more competent managerial personnel to improve their operations
management capabilities, relocating to better locations, etc. In addition, as they gain years of
operations, they can build a loyal and growing customer base. As a result, these hospitals and
clinics achieved profitability after the Track Record Period and as of the Latest Practicable
Date.
With respect to (2), such hospitals and clinics were making loss primarily because they
are in the early stage of development and were ramping up their business scale. Revenues
derived from each of such hospitals and clinics accounted for less than 2% of our total revenues
in any fiscal year/period during the Track Record Period. The Company expects them to break
even or achieve profitability by the third quarter of calendar year 2022, assuming there is no
worsening impact of the COVID-19 pandemic.
With respect to (3), one of the clinics incurred losses throughout the Track Record Period,
primarily because of the development of its neighboring area and thus the volume of customer
traffic did not reach the expected level. We intend to conduct more market activities in its
neighboring area and organize events to promote its implantology and orthodontics services,
to improve its performance and profitability. The other clinic also incurred losses throughout
the Track Record Period, primarily due to the turnover of its dentists and other key staff. We
plan to assign high-performing dentists from other clinics to this clinic to improve its
performance and profitability. Revenues derived from each of such clinics accounted for less
than 1% of our total revenues in any fiscal year/period during the Track Record Period. The
Company expects them to break even or achieve profitability by the fourth quarter of calendar
year 2022, assuming there is no worsening impact of the COVID-19 pandemic.
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The following table sets forth certain financial and operating metrics of the loss-making
clinics and hospitals during the Track Record Period.

For the year ended March 31,
2019
Revenues (RMB)
Percentage of total revenues
Gross losses (RMB)
Visits per chair
Revenues per Chair (RMB)

2020

129,059,647
11.9%
(66,901,915)
514
419,025

202,158,962
18.4%
(91,965,129)
470
434,750

2021
154,502,994
10.2%
(37,171,997)
617
633,209

For the six months
ended September 30,
2021
67,004,581
8.0%
(18,607,786)
335
376,430

Monthly breakeven of a new clinic or hospital is reached when its gross profit margin
begins to be positive for two consecutive months. The payback period for a new clinic or
hospital represents the time that it takes for the accumulated operating cash flow attributable
to us from the relevant clinic or hospital to cover the initial investment. The table below shows
that from 2010 to 2021, the historical time to achieve monthly breakeven and investment
payback period of our hospitals and clinics were 16 months and 3 to 5 years, respectively. The
expected time to achieve monthly breakeven and investment payback period of our hospitals
and clinics are 16 months and 2 to 5 years, respectively. However, the monthly breakeven
periods and the investment payback periods may be further affected by the specific
characteristics of a clinic or hospital, such as its size, initial investment, the coverage of its
services and the competitive landscape. As of the Latest Practicable Date, we had 101 of
hospitals and clinics which had achieved monthly breakeven status and 57 of hospitals and
clinics which had achieved investment payback.
Historical monthly breakeven time
Expected monthly breakeven time
Historical investment payback period
Expected investment payback period

16 months
16 months
3–5 years
2–5 years

We use “visits per chair” or “visits per chair per day” as an indicator of the capacity and
utilization rate of the dental chairs in our hospitals and clinics. This is in line with general
market practice, according to Frost & Sullivan. Our hospitals and clinics generally open for six
days a week for eight hours a day. Each patient visit is typically scheduled in 30 to 60-minute
blocks, depending on treatment procedures. Visits per chair per day for a given period is
calculated based on visits per chair divided by the number of clinic days in such period. The
number of clinic days in a given period is calculated by dividing the number of days in such
period by 7 and multiplying by 6.
The following tables set forth visits per chair, visits per chair per day and utilization rates
of our dental chairs and dentists to our dental hospitals and clinics by brand and by
geographical region, respectively, for the periods indicated.
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For the six months
ended September 30,

For the year ended March 31,
2019
Visits per chair by brand
Arrail Dental
Rytime Dental
Visits per chair per day by brand
Arrail Dental
Rytime Dental
Utilization rate of dental
chairs(1) (%)
Arrail Dental
Rytime Dental
Utilization rate of dentists(2) (%)
Arrail Dental
Rytime Dental

2020

2021

2021

1,103
1,036

977
909

1,063
1,250

607
710

3.5
3.3

3.1
2.9

3.4
4.0

3.9
4.5

68.8%
62.8%

58.0%
56.4%

61.0%
72.9%

69.6%
83.2%

73.9%
72.3%

63.5%
67.7%

66.6%
83.6%

76.8%
93.2%

Notes:
(1)

Represents the actual number of visits per chair during the given period as a percentage of the maximum visit
capacity per chair of our hospitals and clinics in such period. The maximum visit capacity per chair represents
the maximum number of patient visits we can accommodate theoretically with each dental chair during a given
period. We offer a diverse range of dental services, with the actual treatment time varying from a few minutes
to hours. To calculate the maximum visit capacity per chair, we use (i) 70 minutes per visit and (ii) the
maximum number of servicing hours of dental chairs (being approximately 6.5 hours per clinic day), taking
into account the preparation time for each patient visit. Accordingly, each chair can theoretically accommodate
up to 5.6 patient visits on each clinic day.
The following table sets forth the number of dental chairs used in calculating the utilization rate of dental
chairs for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Arrail Dental
Rytime Dental
(2)

2020
443
555

2021
476
672

2021
476
692

482
722

Represents the actual number of hours of service delivered by dentists during the given period as a percentage
of the maximum service capacity of our dentists in such period. The actual number of hours of service
delivered by dentists is calculated for illustrative purpose only. In the calculation, we have, based on our
experience, estimated the average service time during each patient visit to be 55 minutes. The maximum
service capacity of our dentists represents the maximum number of service hours our dentists can provide
theoretically during a given period, which is based on: (i) the average number of dentists in our dental hospitals
and clinics for the period; (ii) the maximum number of servicing hours per day of each dentist (being
approximately 7 hours excluding the rest and preparation time for our dentists and including the time spent on
writing and reviewing medical records and considering treatment plans for each patient); and (iii) 21.75
working days per month excluding weekends.
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The following table sets forth the average number of dentists (including both full-time and part-time dentists)
used in calculating the utilization rate of dentists for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Arrail Dental
Full-time dentists
Part-time dentists
Subtotal
Rytime Dental
Full-time dentists
Part-time dentists
Subtotal
Total

2020

2021

2021

321
8
329

347
14
361

355
20
375

354
28
382

385
17
402
731

433
26
459
820

493
31
524
899

511
41
552
934

For the six months
ended September 30,

For the year ended March 31,
2019
Visits per chair by geographical
region
Northern China(1)
Eastern China(2)
Southern China(3)
Western China(4)
Visits per chair per day by
geographical region
Northern China(1)
Eastern China(2)
Southern China(3)
Western China(4)
Utilization rate of dental
chairs(5) (%)
Northern China(1)
Eastern China(2)
Southern China(3)
Western China(4)
Utilization rate of dentists(6) (%)
Northern China(1)
Eastern China(2)
Southern China(3)
Western China(4)

2020

2021

1,368
851
967
995

1,048
824
926
920

1,254
1,011
971
1,280

739
592
506
700

4.4
2.7
3.1
3.2

3.3
2.6
3.0
2.9

4.0
3.2
3.1
4.1

4.7
3.8
3.2
4.5

80.9%
56.6%
62.5%
58.2%

65.6%
49.5%
53.2%
56.0%

71.9%
58.0%
55.7%
75.6%

84.8%
67.8%
58.0%
83.7%

85.3%
64.8%
71.7%
66.8%

72.2%
58.8%
62.5%
65.8%

80.2%
66.0%
63.9%
84.8%

95.0%
75.4%
63.1%
93.1%

Notes:
(1)

2021

Northern China covers Beijing, Tianjin, and Dalian.
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(2)

Eastern China covers Qingdao, Shanghai, Hangzhou, Jiangyin, and Jingjiang.

(3)

Southern China covers Guangzhou, Shenzhen, Xiamen.

(4)

Western China covers Chengdu, Chongqing, Changsha, and Xi’an.

(5)

Represents the actual number of visits per chair during the given period as a percentage of the maximum visit
capacity per chair of our hospitals and clinics in such period. The maximum visit capacity per chair represents
the maximum number of patient visits we can accommodate theoretically with each dental chair during a given
period. We offer a diverse range of dental services, with the actual treatment time varying from a few minutes
to hours. To calculate the maximum visit capacity per chair, we use (i) 70 minutes per visit and (ii) the
maximum number of servicing hours of dental chairs (being approximately 6.5 hours per clinic day), taking
into account the preparation time for each patient visit. Accordingly, each chair can theoretically accommodate
up to 5.6 patient visits on each clinic day.
The following table sets forth the number of dental chairs used in calculating the utilization rate of dental
chairs for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Northern China
Eastern China
Southern China
Western China
(6)

2020
305
282
103
308

2021
381
306
103
358

2021
381
306
103
378

387
306
103
408

Represents the actual number of hours of service delivered by dentists during the given period as a percentage
of the maximum service capacity of our dentists in such period. The actual number of hours of service
delivered by dentists is calculated for illustrative purpose only. In the calculation, we have, based on our
experience, estimated the average service time during each patient visit to be 55 minutes. The maximum
service capacity of our dentists represents the maximum number of service hours our dentists can provide
theoretically during a given period, which is based on: (i) the average number of dentists in our dental hospitals
and clinics for the period; (ii) the maximum number of servicing hours per day of each dentist (being
approximately 7 hours excluding the rest and preparation time for our dentists and including the time spent on
writing and reviewing medical records and considering treatment plans for each patient); and (iii) 21.75
working days per month excluding weekends.
The following table sets forth the average number of dentists (including both full-time and part-time dentists)
used in calculating the utilization rate of dentists for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Northern China
Eastern China
Southern China
Western China

2020
245
186
70
230

2021
277
215
77
251

2021
299
235
79
286

302
241
83
308

Our visits per chair and visits per chair per day decreased from fiscal 2019 to fiscal 2020,
primarily due to the temporary closures of our hospitals and clinics in February through April,
2020 amid the outbreak of the COVID-19 pandemic. Such two metrics increased from fiscal
2020 to fiscal 2021, in line with the recovery in our business as the COVID-19 pandemic came
under control in China. The increased percentage of our hospitals and clinics reaching the
fully-fledged stage in fiscal 2021 also drove up these two metrics. Since late May 2021, new
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regional COVID-19 outbreaks have hit certain areas in China. As a result, we had a slowdown
in patient visit growth and revenue growth in the affected areas from June to September in
2021, compared to the same periods in 2020. Such recent resurgence of regional COVID-19
outbreaks may further affect our visits per chair and visits per chair per day in the affected
areas for fiscal 2022.
Our yearly visits per chair were generally higher than the industry average. In 2020, we
had 966, compared to the industry average of approximately 600, visits per chair. In 2019, we
had 1,116, compared to the industry average of approximately 700, visits per chair. In 2018,
we had 1,041, compared to the industry average of approximately 700, visits per chair.
When determining to open a new store in a particular location, we consider various
criteria, including but not limited to (i) the consumer demands for high-quality dental services
and the capacity of the hospitals and clinics in the area, (ii) regulatory environment, (iii) the
size of talent pool of dentists, (iv) the density and economic and geographic background of
population nearby, and (v) the availability of our operational and financial resources. In
particular, to decide between opening a new clinic and a hospital, we also take into account the
following factors:
•

Regulatory requirements and approval process. Compared to dental hospitals,
regulatory requirements relating to staff members, medical premises, medical
facilities and capital resources for dental clinics are generally less rigorous, and the
process for clinics to obtain regulatory approvals is relatively simpler.

•

Capital investment and preparation time. During the initial stages of operations, a
newly opened clinic typically requires less capital investment for construction,
decoration and/or renovation of the premises, recruitment of suitable staff, and
purchase of dental and other equipment within a shorter period of time, as compared
to hospital.

•

Geographical locations. Factors such as differences in the size and financial
situation of the population, conditions of the premises, levels of rental prices and
length of leases in a particular location may also affect our decisions between
opening a new clinic and a hospital.

•

Facility size. Our dental hospitals are generally larger than clinics to capture the
greater middle-end dental services market.

As such, we expand our geographic footprint in new markets primarily through opening
new clinics to quickly build our brand awareness and attract customers, complemented by
opening new hospitals typically in locations with existing presence and established reputation
with an aim to further bolster our presence in such area and to seize greater market shares. In
addition, most of our hospitals and clinics under the Rytime brand are located in residential
areas in Tier-1 and key Tier-2 cities, while dental clinics under the Arrail brand are primarily
located at prime commercial locations and Class A office buildings in Tier-1 cities.
– 225 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
We assess new locations for our hospitals and clinics based on a variety of factors,
including: (i) transportation factors such as proximity to public transport, volume of foot and
vehicle traffic and availability of parking, (ii) commercial viability factors such as proximity
to public hospitals, distance from competitor clinics and neighboring population density and
(iii) cost factors such as rental rate levels, required rental terms and landlord backgrounds.
Once we have decided to open a new clinic or hospital at a particular location, we undergo
various work processes such as applying for various necessary licenses and permits,
renovations, equipment procurement, recruitment or relocation of dentists and other personnel,
staff training, and marketing. It typically takes three to five months for clinics and six to eight
months for hospitals to commence operations from the time a decision is made on a certain
location.
We assess potential hospitals and clinics for acquisition based on a variety of factors,
including: (i) quality of medical services, such as dentist background, patient treatment
histories and levels of complaints and disputes, (ii) track record, including market share and
general reputation in the targeted areas, (iii) operation and financial performance metrics.
We categorize our hospitals and clinics into three stages: (i) those with less than three
years of operations, which we consider to be ramping up, (ii) those with between three and six
years of operations, which we consider to be fast-growing, and (iii) those with over six years
of operations, which we consider to be fully-fledged. As of September 30, 2021, we had 24,
25 and 58 hospital and clinics in the ramp-up, fast-growing and fully-fledged stages,
respectively. As our hospitals and clinics move through these stages, we are able to leverage
our strengths in operations to realize increasing efficiencies. These hospitals and clinics did not
include four of our clinics in Changsha, China, with 19 dental chairs in total, to which we have
been providing operation management services since 2017. Under the terms of the agreements
we entered into with such four clinics, the operation management services we provided
primarily comprise use of our standardized operational and financial management know-how,
best practices and the relevant know-how for medical services and operations, continuing
professional development training for dentists, dental equipment maintenance and support, and
business consulting services. Such four clinics were not our subsidiaries, and we did not
consolidate their financial results into our consolidated financial statements in accordance with
IFRSs.
In 2017, in order to deepen our penetration in Changsha, we sought to acquire existing
dental clinics. As part of the process, we identified four clinics that satisfied our criteria for
potential targets. However, we were unable to acquire them due to the fact that they were
incorporated in the form of sole proprietorship. As a result, we entered into exclusive
consultation and service agreements with them to provide operational management services
and are entitled to receive a service fee in exchange. The amount of service fees we received
from the four clinics was RMB323,956, RMB197,149, RMB443,185 and RMB370,938 in
fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021, respectively. For
risks arising from such arrangement, see “Risk Factors—Risks Relating to Our Business and
Industry—Our expansion strategies across the PRC are subject to uncertainties and risks. We
may not be able to implement our business strategies on schedule or within our budget or at
all.”
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Set forth below is a summary of material terms of the exclusive consultation and service
agreements we entered into with the four clinics.
Services. Each of the four clinics agreed to engage Hunan Ruitai Ke’erya Stomatology
Management Co., Ltd., or Hunan Ruitai, one of our subsidiaries, as their exclusive operational
management service provider in exchange for a service fee. Under the exclusive consultation
and service agreements, the services to be provided by Hunan Ruitai include but are not limited
to operational management consultation, financial management services, medical technology
related services and medical business consultation. Each of the four clinics may further enter
into technology service agreements and consultation service agreements with Hunan Ruitai or
its designated person to determine the detailed services to be provided, as the case may be. In
addition, without the prior written consent of Hunan Ruitai, during the term of the exclusive
consultation and service agreements, each of the four clinics shall not directly or indirectly
accept the same or any similar services provided by any third party and shall not establish
similar cooperation relationships with any third party.
Service fee. In exchange for the abovementioned services, each of the four clinics shall
pay a service fee annually, which equal to their respective net profits after deducting operating
expenses and applicable taxes. The following elements shall be taken into consideration in
adjusting or deciding the service fee: (i) the complexity and difficulty of the services, (ii) the
required time of such services rendered by the personnel of Hunan Ruitai, (iii) the exact
content and commercial value of the services and (iv) the market price of the services of the
same kind.
Rights of Hunan Ruitai. Hunan Ruitai is entitled to, among other things, perform periodic
review of the documentation, financial accounts and operating situation of each of the four
clinics.
Intellectual property rights. Hunan Ruitai has exclusive proprietary rights to all the
intellectual properties developed or created from the performance of the exclusive consultation
and service agreements.
Terms of the agreements. The exclusive consultation and service agreements shall be
effective upon signing, and shall remain valid for ten years, unless terminated in accordance
with the terms therein or pursuant to other agreements entered into by Hunan Ruitai and each
of the four clinics. The exclusive consultation and service agreements may be extended upon
written approval of Hunan Ruitai before expiration for a period of time as determined by
Hunan Ruitai.
Termination. Unless renewed in accordance with the relevant terms thereunder, the
agreements shall be terminated upon the date of expiration thereof. None of the four clinics is
entitled to unilaterally terminate the agreements without Hunan Ruitai’s gross negligence or
fraudulent conduct. Nevertheless, Hunan Ruitai shall have the right to terminate the
agreements upon giving 30 days’ prior written notice at any time.
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We do not intend to enter into such types of arrangements in the future. The owners of
the four clinics were all Independent Third Parties when we entered into the agreements with
them. Our PRC Legal Advisers have advised us that these agreements are valid, legally binding
and enforceable under the PRC laws. Considering the size and purchasing power of the
population in Changsha and the demand and growth potential for high-quality dental services,
our Directors are of the view that there is no or minimal competition between such four clinics
and us.
The four clinics should adhere to operating procedures and service standards of our
Group. Dentists of the four clinics should receive standard professional training provided by
us. In addition, such four clinics share our information technology system and benefit from its
security and confidentiality, although they only have access to personal information and
medical records of their own patients. Furthermore, given that we have established a set of
internal control policies, including confidentiality and data security procedures, to manage our
exposure to potential information leakage risks, there is low likelihood of information or
technology leakage.
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1,080,291

Total

416,324

Subtotal

30,590

201,503
146,219
68,602

Rytime Dental
Fully-fledged
Fast-growing
Ramp-up

Others

633,377

395,839
188,499
49,039

Subtotal

Arrail Dental
Fully-fledged
Fast-growing
Ramp-up

Revenues

163,772

(3,191)

80,946

61,546
32,252
(12,852)

86,017

73,179
40,242
(27,404)

Gross
profit

2019

15.2%

(10.4%)

19.4%

30.5%
22.1%
(18.7%)

13.6%

18.5%
21.3%
(55.9%)

Gross
profit
margin

1,099,868

46,696

486,692

212,197
153,578
120,917

566,480

329,143
149,248
88,089

Revenues

111,391

10,836

68,519

69,977
28,170
(29,628)

32,036

39,217
27,614
(34,795)

Gross
profit

2020

2021

10.1%

23.2%

14.1%

33.0%
18.3%
(24.5%)

5.7%

1,515,127

45,702

713,318

445,468
148,746
119,104

756,107

533,705
117,905
104,497

364,420

12,797

183,314

153,608
32,453
(2,747)

168,309

143,221
30,824
(5,736)

24.1%

28.0%

25.7%

34.5%
21.8%
(2.3%)

22.3%

26.8%
26.1%
(5.5%)

720,321

19,100

343,509

177,621
104,447
61,441

357,712

242,686
65,796
49,230

(RMB in thousands, except for percentages)
Gross
Gross
profit
Revenues
profit
margin
Revenues

11.9%
18.5%
(39.5%)

Gross
profit
margin

For the Year Ended March 31,

182,807

122

97,706

68,779
29,192
(265)

84,979

67,896
17,109
(26)

Gross
profit

2020

25.4%

0.6%

28.4%

38.7%
27.9%
(0.4%)

23.8%

28.0%
26.0%
(0.1%)

Gross
profit
margin

841,339

19,458

402,150

254,808
92,689
54,653

419,731

332,608
32,937
54,186

Revenues

187,457

(3,606)

99,515

83,505
20,349
(4,339)

91,548

93,385
7,990
(9,827)

Gross
profit

2021

For the Six Months Ended September 30,

22.3%

(18.5%)

24.7%

32.8%
22.0%
(7.9%)

21.8%

28.1%
24.3%
(18.1%)

Gross
profit
margin

The following table sets forth a breakdown of revenues, gross profit, and gross profit margin by brands and development stage of our hospitals
and clinics for the periods indicated:
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Revenues generated from the Arrail Dental brand decreased from fiscal 2019 to 2020,
while the revenue growth of Rytime Dental slowed down, primarily due to the impact of the
COVID-19 pandemic. In particular, a large number of Arrail clinics are located in Beijing and
subject to relatively stricter precautionary measures in line with the government guidance for
containing the COVID-19. In addition, (i) gross profit margin of the Arrail clinics in the fullyfledged stage decreased from 18.5% to 11.9% from fiscal 2019 to 2020, and (ii) gross profit
margin of the Arrail clinics in the fully- fledged stage in fiscal 2021 was 26.8%, slightly higher
than 26.1% for the fast-growing stage, primarily due to the impact of the six clinics and
hospitals, mainly being Arrail clinics in the fully-fledged stage, that experienced temporary full
or partial suspension of their business operations ranging from three months to one year. For
further details on the reasons for their business operations, see “Business—Our Services—Our
Hospitals and Clinics”.
We monitor and analyse various operating and financial metrics of our hospitals and
clinics in each stage to thoughtfully manage our business. Such metrics are also factors we
consider in determining the categorization of growth stages.
The following table sets forth various operating metrics of our hospitals and clinics
grouped by their years of operations from fiscal 2019 to 2021, demonstrating improvements in
operating performance with the growth of hospitals and clinics. In particular, hospitals and
clinics had negative gross profit per chair per month in the first two years of their operations,
and turned to gross profit per chair per month in their third year of operations and exhibited
an upward trend in that metric over years.

Average fiscal 2019-2021

Less than
1 year

1-2 years

2-3 years

3-4 years

4 years
and above

(RMB, except for percentages)
Revenues per chair per month
Gross profit per chair per month
Gross profit margin per chair per month

16,932
(25,124)
(148.4%)

47,384
(8,045)
(17.0%)

62,661
580
0.9%

79,090
13,027
16.5%

111,446
28,075
25.2%

Notes:
(1)

This table sets forth certain operating metrics of the 103 hospitals and clinics we operated as of March
31, 2021, excluding the four clinics in Changsha, China whose financial results are not consolidated into
our consolidated financial statements in accordance with IFRSs.

(2)

The number of chairs used for calculation of each operation metric refers to the number of the dental
chairs as of March 31, 2021.

While monthly breakeven status is an important indicator of business performance,
whether a hospital or clinic has achieved monthly breakeven status is not one of the criteria for
purposes of determining its growth stage at the time. For example, certain of our hospitals and
clinics in the ramp-up stage were able to achieve positive annual gross profit in the third year
of their operations, albeit at a relatively lower level compared to the gross profit of hospitals
and clinics in the other growth stages.
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In addition, the table below sets forth certain key operating metrics of the three categories
for the periods indicated that our management reviews on a monthly basis, showing that the
performance indicators of hospitals and clinics in each growth stage was in distinct ballpark.
For the Year Ended March 31,
2019

2020

2021

Criteria

(RMB, except for visits per chair)
Revenues per chair per month
Fully-fledged
Fast-growing
Ramp-up
Gross profit per chair per month
Fully-fledged
Fast-growing
Ramp-up
Visits per chair per day
Fully-fledged
Fast-growing
Ramp-up

113,008
85,697
28,524

102,601
84,539
33,745

128,703
91,444
49,689

100,000-300,000
60,000-100,000
0-60,000

25,560
20,072
(12,305)

20,741
16,368
(9,870)

39,015
21,700
(1,885)

20,000-150,000
5,000-20,000
(20,000)-5,000

4.0
3.4
1.4

3.6
3.3
1.5

4.3
3.7
1.9

4-8
2-4
0-2

Notes:
(1)

This table sets forth certain operating metrics of the 103 hospitals and clinics we operated as of March
31, 2021, excluding the four clinics in Changsha, China whose financial results are not consolidated into
our consolidated financial statements in accordance with IFRSs.

(2)

The number of chairs used for calculation of each operation metric refers to the number of registered
dental chairs.

The table below demonstrates the improvements in operating and financial performance
that we are able to attain as a hospital or clinic gains years of operations as of each of the dates
indicated. For the movement in the number of our dental hospitals and clinics during the Track
Record Period, see “Business—Our Services—Our Hospitals and Clinics”.

Visits
per chair

For fiscal 2019
Fully-fledged
Fast-growing
Ramp-up

1,262
1,074
525

Utilization
rate of
dentists(2)

Total
revenue

Revenue per
hospital
or clinic

(RMB’000)

(RMB’000)

(RMB’000)

(%)

(%)

597,343
334,718
117,640

17,067
12,874
3,921

1,386
1,195
410

72.4%
61.6%
38.9%

75.4%
63.9%
56.8%
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Visits
per chair

Utilization
rate of
dentists(2)

Total
revenue

Revenue per
hospital
or clinic

(RMB’000)

(RMB’000)

(RMB’000)

(%)

(%)

Utilization
Revenue rate of dental
per chair
chairs(1)

For fiscal 2020
Fully-fledged
Fast-growing
Ramp-up

1,132
1,067
538

541,341
302,826
209,005

15,467
11,647
5,225

1,256
1,082
478

64.9%
61.2%
36.4%

67.6%
63.5%
53.2%

For fiscal 2021
Fully-fledged
Fast-growing
Ramp-up

1,359
1,224
700

979,174
266,650
223,601

18,830
10,256
8,944

1,572
1,170
705

78.0%
70.2%
41.6%

81.2%
72.9%
60.7%

775
636
391

587,416
125,626
108,839

10,128
5,025
4,535

857,541
523,443
390,106

88.6%
72.8%
47.9%

92.5%
75.7%
70.1%

For the six months
ended September 30, 2021
Fully-fledged
Fast-growing
Ramp-up
Notes:
(1)

Represents the actual number of visits per chair during the given period as a percentage of the maximum
visit capacity per chair of our hospitals and clinics in such period. The maximum visit capacity per chair
represents the maximum number of patient visits we can accommodate theoretically with each dental
chair during a given period. We offer a diverse range of dental services, with the actual treatment time
varying from a few minutes to hours. To calculate the maximum visit capacity per chair, we use (i) 70
minutes per visit and (ii) the maximum number of servicing hours of dental chairs (being approximately
6.5 hours per clinic day), taking into account the preparation time for each patient visit. Accordingly,
each chair can theoretically accommodate up to 5.6 patient visits on each clinic day.
The following table sets forth the number of dental chairs used in calculating the utilization rate of
dental chairs for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Fully-fledged
Fast-growing
Ramp-up
(2)

2020
431
280
287

2021
431
280
437

2021
623
228
317

685
240
279

Represents the actual number of hours of service delivered by dentists during the given period as a
percentage of the maximum service capacity of our dentists in such period. The actual number of hours
of service delivered by dentists is calculated for illustrative purpose only. In the calculation, we have,
based on our experience, estimated the average service time during each patient visit to be 55 minutes.
The maximum service capacity of our dentists represents the maximum number of service hours our
dentists can provide theoretically during a given period, which is based on: (i) the average number of
dentists in our dental hospitals and clinics for the period; (ii) the maximum number of servicing hours
per day of each dentist (being approximately 7 hours excluding the rest and preparation time for our
dentists and including the time spent on writing and reviewing medical records and considering
treatment plans for each patient); and (iii) 21.75 working days per month excluding weekends.
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The following table sets forth the average number of dentists (including both full-time and part-time
dentists) used in calculating the utilization rate of dentists for the periods indicated:
For the six months
ended September 30,

For the year ended March 31,
2019
Fully-fledged
Fast-growing
Ramp-up

2020
362
236
133

2021
362
236
222

2021
523
193
183

576
202
156

As more of our hospitals and clinics reach the fully-fledged stage, we believe that they
will make increasing contributions to our business and results of operations.
The following tables provide a cohort analysis demonstrating that during the Track
Record Period, increase in years of operations had drove the improvements in the revenues,
gross profit and gross profit margin of the three categories of hospitals and clinics that were
in operation as of March 31, 2018:
Improvement in revenues during the Track Record Period

For the Year Ended March 31,
Hospitals and clinics

Number

2019

2020

For the six months
ended September 30,

2021

2021

(RMB in thousands)
Fully-fledged as of March 31,
2018
Fast-growing as of March 31,
2018
Ramp-up as of March 31, 2018
Newly Opened in fiscal 2019
Newly Opened in fiscal 2020
Newly Opened in fiscal 2021
Newly opened in the six months
ended September 30, 2021
Total

25

497,839

444,361

626,355

345,876

24
26
16
10
2

287,338
182,522
38,457
N/A
N/A

274,980
196,294
97,820
22,490
N/A

337,610
266,650
140,143
94,798
3,867

179,473
145,413
82,102
60,115
5,671

4

N/A

N/A

N/A

3,232

107

1,006,157

1,035,944

1,469,424

821,882
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Improvement in gross profit/(loss) during the Track Record Period

For the Year Ended March 31,
Hospitals and clinics

Number

2019

2020

For the six months
ended September 30,

2021

2021

(RMB in thousands)
Fully-fledged as of March 31,
2018
Fast-growing as of March 31,
2018
Ramp-up as of March 31, 2018
Newly Opened in fiscal 2019
Newly Opened in fiscal 2020
Newly Opened in fiscal 2021
Newly opened in the six months
ended September 30, 2021
Total

25

117,782

99,945

24
26
16
10
2

69,035
16,767
(37,830)
(12,568)
N/A

47,644
23,316
(23,033)
(42,328)
(152)

206,775

116,092

88,073
63,276
1,240
(8,022)
(3,295)

4

N/A

N/A

N/A

107

153,186

105,392

348,048

44,983
36,606
5,910
(11,450)
409
(1,487)
191,063

Improvement in gross profit/(loss) margin during the Track Record Period

For the Year Ended March 31,
Hospitals and clinics
Fully-fledged as of March 31,
2018
Fast-growing as of March 31,
2018
Ramp-up as of March 31, 2018
Newly Opened in fiscal 2019
Newly Opened in fiscal 2020
Newly Opened in fiscal 2021
Newly opened in the six months
ended September 30, 2021
Overall gross margin

Numbers

2019

2020

For the six months
ended September 30,

2021

2021

25

23.7%

22.5%

33.0%

24
26
16
10
2

24.0%
9.2%
(98.4)%
N/A
N/A

17.3%
11.9%
(23.5)%
(188.2)%
N/A

26.1%
23.7%
0.9%
(8.5)%
(85.2)%

25.1%
25.2%
7.2%
(19.0)%
7.2%

N/A
15.2%

N/A
10.2%

N/A
23.7%

(46.0)%
23.2%

4

33.6%

During the Track Record Period, six of our hospitals and clinics experienced
temporary full or partial suspension of their business operations ranging from three
months to one year, for reasons such as (i) relocation to more ideal locations, (ii)
significant interior remodeling and facility upgrades to increase dental chair capacity and
(iii) temporary closure due to renovations of the shopping center where the clinic was
located, resulting in a decline in their financial results. These six hospitals and clinics also
experienced declines in their financial results for periods after their closure due to the
time incurred to ramp up to their pre-closure business pace.
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The following images show the hospitals and clinics we currently operate:

PATH TO NET PROFITABILITY
We were in operating loss position in fiscal 2019 and 2020, and swung to an operating
profit in fiscal 2021 and the six months ended September 30, 2021. We recorded (i) operating
loss of RMB84.0 million in fiscal 2019 and RMB133.4 million in fiscal 2020, and turned to
operating profit of RMB124.5 million in fiscal 2021, and (ii) adjusted net loss (non-IFRS
measure) of RMB110.1 million in fiscal 2019 and RMB179.3 million in fiscal 2020, and turned
to adjusted net profit (non-IFRS measure) of RMB55.9 million in fiscal 2021, despite the
adverse impact of the COVID-19 pandemic on our operating and financial performance in
fiscal 2020. We had (i) operating profit of RMB66.0 million and RMB43.1 million for the six
months ended September 30, 2020 and 2021, respectively, and (ii) adjusted net profit
(non-IFRS measure) of RMB34.8 million and RMB31.2 million for the six months ended
September 30, 2020 and 2021, respectively.
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Further, we recorded substantial net cash inflow from operating activities during the
Track Record Period. Our net cash inflow from operating activities continued to grow from
RMB136.8 million in fiscal 2019 to RMB154.3 million in fiscal 2020, and further to
RMB242.9 million in fiscal 2021. Our net cash inflow from operating activities was RMB145.2
million for the six months ended September 30, 2021, compared to RMB124.7 million for the
same period in 2020. We expect our operating cash flow to further improve, see “Financial
Information—Working Capital” for more details. As of December 31, 2021, we had RMB1.1
billion in cash and cash equivalent. We are well positioned to achieve sustainable growth.
Notwithstanding the above, we had net losses during the Track Record Period, primarily
due to the the rapid ramping up of our business scale and the substantial expansion of our
dental clinic and hospital network, as well as the adverse effects of the COVID-19 pandemic
in fiscal 2020. In addition, the following are also the primary causes for the net losses: (i) the
significant losses from changes in fair value of convertible redeemable preferred shares in
fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021, which could be
attributed to the increase in the valuation of our shares; (ii) the loss arising from re-designation
to Series E preferred shares from issued ordinary and preferred shares incurred in fiscal 2021;
and (iii) the losses from changes in fair value of bond and warrants in fiscal 2021 and the six
months ended September 30, 2021. For further details, see “Risk Factors—Risks Relating to
Our Business and Industry—We have incurred net losses in the past, and may not be able to
achieve or maintain profitability in the future. In addition, our financial performance may be
adversely affected by fair value changes in our convertible redeemable preferred shares.” and
“Financial Information—Period-to-Period Comparison of Results of Operations”.
Furthermore, we were in a net liability position as of March 31, 2019, 2020 and 2021 and
September 30, 2021, and were in a net current liability position as of March 31, 2019, 2020 and
2021. For discussion in detail on the primary causes for our net current liability and net liability
position, see “Risk Factors—Risks Relating to Our Business and Industry—We had net current
liabilities and net liabilities during the Track Record Period. We cannot assure you that we will
not experience net current liabilities or net liabilities in the future, which could expose us to
liquidity risks.” and “Financial Information—Discussion of Certain Key Consolidated Balance
Sheets Items—Right-of-use assets—Net current assets/liabilities”.
We expect to further improve our financial performance and achieve net profitability in
the near future through continuous revenue growth and improved cost efficiency. To grow our
revenues, we will further expand our existing dental network and penetrate into new markets
across China, see “Future Plans and Use of [REDACTED]” for more details on new hospitals
and clinics we plan to open from fiscal 2022 to 2027. Fully-fledged hospitals and clinics can
achieve better performance in important operating metrics such as visits and revenue per dental
chair, driving improvements in key financial metrics such as revenues, gross profit and gross
profit margin. They serve as a key driver for our long-term revenue and profit growth. Going
forward, the percentage of our hospitals and clinics in the fully-fledged stage is expected to
remain no less than 50% in the long run, driving our overall profitability, of our ramp-up
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hospitals and clinics is expected to remain around 30%, taking into account the new hospitals
and clinics we plan to open with the net [REDACTED] from the [REDACTED]. We will
strive to strike a balance between our business expansion and the profitability.
We intend to achieve this by evaluating our expansion plans and monitoring the
composition of hospitals and clinics in different growth stages on an ongoing basis:
(i)

Board. Our Board of Directors will conduct quarterly reviews of the business plan
reports submitted by the new project committee on opening new hospitals and
clinics and/or acquiring new targets, and make final investment decisions on the
limit on the number of new hospitals and clinics to be opened in each quarter, by
assessing a variety of factors, such as suitability of locations and/or potential
acquisition targets, dilutive effect on the percentage of fully-fledged hospitals and
clinics, market conditions, availability of funds, development and performance of
the existing dental network, etc. Furthermore, when considering and approving
annual budget for business expansion, hospitals and clinics remain no less than 50%
of the number of total hospitals and clinics, taking into account the opening of new
hospitals/clinics.

(ii) Management teams. The Board will delegate the power and responsibility for the
following matters to the management teams of the regional markets in charge of our
daily operating activities: to identify and assess new locations for hospitals and
clinics and potential acquisition targets; to continuously monitor changes in the
percentage of hospitals and clinics in different stages taking into account new
hospitals/clinics the management proposes to open or acquire and existing
hospitals/clinics that experience temporary suspension of operations due to reasons
such as relocation and interior remodeling; and to take other appropriate measures
to execute our business objectives and expansion strategies.
Once new locations for hospitals and clinics or potential acquisition targets are
identified, the strategic development departments of the regional markets will
conduct market research, onsite investigation, property evaluation and evaluation on
engineering design and prepare a project proposal. The proposal will be reviewed by
the management teams with local knowledge and expertise. Subsequently, the
management teams will submit reports to the new project committee for approval,
setting forth assessment of expected return on investment, capital investment,
expected opening date and other relevant factors.
(iii) New project committee. We will establish a committee at our headquarters
comprising our chief executive officer, chief financial officer, and other core
members of our management team to review the reports submitted by management
of the regional markets and approve the opening of new hospital/clinic or
acquisition of a new target on a case-by-case basis, subject to the quarterly limit on
the number of new hospitals and clinics previously approved by the Board. The
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committee takes into account the number of hospitals and clinics in the three growth
stages and their expected development, and ensure that the proportion of fullyfledged hospitals and clinics remain no less than 50% in each fiscal year.
The following sets forth a typical process of selection of new locations and decision
making on opening new hospitals/clinics:
•

The strategic development departments of the regional markets are in charge of
identifying and assessing suitable locations for new hospitals and clinics and
potential acquisition targets in accordance with our annual expansion target. Once
a potential location or potential acquisition target is identified, they will conduct
market research, onsite investigation, property evaluation and evaluation on
engineering design, and prepare a project proposal accordingly.

•

Our management teams of the regional markets will review and conduct initial
approval for the project proposal. They will prepare and submit reports to the new
project committee, setting forth assessment of expected return on investment, capital
investment, expected opening date and other relevant factors, for their approval.

•

The new project committee will review the reports and approve the opening of new
hospital/clinic or acquisition of a new target on a case-by-case basis, subject to the
quarterly limit on the number of new hospitals and clinics previously approved by
the Board. The committee will prepare quarterly reports on the progress of our
expansion plans and submit the reports to the Board.

•

Our Board will conduct quarterly review of the reports submitted by the new project
committee and make decisions on the limit on the number of new hospitals and
clinics for subsequent quarters.

In addition, as our hospitals and clinics reach their fully-fledged stage, our overall gross
profit margin is expected to continue to improve. Our Directors believe that we will also
benefit from improved cost efficiency by (i) continuing to reduce costs and expenses incurred
at the hospital or clinic level as a percentage of revenues, and (ii) reducing the costs and
expenses incurred at the headquarters level that are proportionately allocated to each hospital
or clinic. Currently, we do not have plans on granting RSUs in the near future. We will evaluate
the financial impact of any future RSU grants to ensure that grants of RSUs will not result in
us failing to achieve net profitability in the future.
By balancing the scale of our network growth through opening new hospitals and clinics
and the improvement on profitability and cost efficiencies through the continued maturity of
our existing hospitals and clinics, we are able to thoughtfully manage our business with an aim
of continuously growing our overall revenues, improving our gross profit margin and quickly
achieving profitability.
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In light of the foregoing, our Directors are of the view that we will start recording net
profit in the medium term, assuming there are no changes in extrinsic factors that would
materially influence the dental services market in China generally or our Group specifically
such as evolvement of COVID-19.
The foregoing forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the
future. These forward-looking statements involve known and unknown risks, uncertainties and
other factors, some of which are beyond our control, which may cause the actual results,
performance or achievements to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking statements. The relevant risks are
set forth in the Risk Factors section, including “Risk Factors—Risks Relating to Our Business
and Industry—Newly opened or acquired dental hospitals and clinics may not achieve normal
operation as anticipated, which could materially and adversely affect our business and results
of operations.” and “Risk Factors—Risks Relating to Our Business and Industry—Our
expansion strategies across the PRC are subject to uncertainties and risks. We may not be able
to implement our business strategies on schedule or within our budget or at all.”
Our Management and Reporting Structure
The diagram below illustrates the management and reporting structure of our dental
network:
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OUR DENTISTS
As of September 30, 2021, we had a dental professional team comprised 882 full-time
dentists. We believe that our dentists are critical to our success. Accordingly, we devote
significant resources and management attention to supporting their professional growth. We
have developed a broad range of systems, tools and programs, such as a knowledge sharing and
teaching platform and a mentorship program, which provide resources for technical knowledge
and continuing professional education. Furthermore, we invest in offering comprehensive skills
training to our dentists, as we believe the level of their technical knowledge and practical skills
is crucial to our ability to provide patient care at a high quality. We believe with such support
infrastructure, our dentists are able to focus on serving patients and continuously enhancing
their professional skills, which strengthens our competitive advantages to maintain and
improve our overall performance. We also encourage and incentivize our dentists to attend
external courses to upgrade their skills and familiarize themselves with technological
advancements in dental healthcare as well as new dental equipment.
During the Track Record Period and up to the Latest Practicable Date, we received four
administrative penalties and were fined for a total amount of RMB9,500 due to unqualified
personnel providing healthcare services.
As of September 30, 2021, each of our full-time dentists is qualified with Practicing
Certificate to practice as a dentist in the PRC. During the Track Record Period and up to the
Latest Practicable Date, except for the aforementioned incidents, all of our dental healthcare
services were provided by qualified dentists.
Our support infrastructure has enabled us to retain good talents within and acquire new
talents into our dental professional team. As of September 30, 2021, 31.9% of our dentists had
been working with us for more than five years.
The following table sets forth the details of our full-time dentists, retention rates and the
average revenues per full-time dentist for the periods indicated.
For the six
months ended
September 30,

For the year ended March 31,
2019
Number of full-time dentists
Retention rate
Less than three years of work
Three years of work or more
Average revenues per fulltime dentist (RMB’000)

2020

2021

2021

770

820

856

882

75.4%
89.0%

71.7%
93.9%

71.0%
87.2%

77.6%
95.8%

1,376.7

1,287.9

1,874.8

958.3
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As of September 30, 2021, we also had 123 part-time dentists, accounting for 12.2% of
our total full-time and part-time dentists. Our part-time dentists mainly consist of (i) former
full-time dentists who have left our hospitals or clinics and choose to work part-time to
complete treatment for their patients, and (ii) well-known experts in certain therapeutic areas
whom we can consult with when dealing with complex and sometimes rare cases. The
arrangement of our part-time employment accords with industry standard and allows us to
provide high-quality, consistent services to our patients. Our part-time dentists are all
registered qualified dentists and have obtained approvals and registration for multi-institution
practice, and the recruitment of such part-time dentists has complied with relevant laws and
regulations in the PRC. During the Track Record Period, our part-time dentists contributed
5.4%, 4.8%, 4.2% and 2.9% of our revenues for fiscal 2019, 2020 and 2021 and the six months
ended September 30, 2021, respectively.
Set forth below is a summary of the material terms of the agreements we enter into with
our part-time dentists:
Services. Part-time dentists work part-time and provide dental services to our patients,
including conducting dental diagnoses and performing dental treatments.
Remuneration. Remuneration of part-time dentists is paid on a monthly basis.
Remuneration of our part-time dentists is determined based on a certain percentage of the
revenues derived from the treatments where our patients receive the services of the part-time
dentists, with a minimum remuneration of RMB500 or RMB1,000 for each working day with
us.
Term. The term of the agreement is typically one year or longer. Each party thereto is
entitled to terminate the agreement by giving 30 days’ prior notice to the other party.
Qualification of Our Dentists
The qualification and expertise of our dentists plays an important role in the
competitiveness of our business, and we therefore place great emphasis on recruiting, training
and retaining our professional team. Our Human Resources Department recruits new dentists
and other professionals based on their qualifications, experience, educational background,
reputation, specialized area of study or practice, level of dedication, previous compliance
records and whether they will fit into our corporate culture. We assess their credentials and
suitability for the positions through conducting interviews, which are attended by our
department heads, head nurses and regional general managers. As part of the onboarding
process, our dentists are required to complete trainings designed to familiarize themselves with
our technical standards and service quality guidelines.
We recruit our dentists through a variety of avenues, including on-campus recruitment at
top-ranked dental schools in China, such as Peking University School of Stomatology, Sichuan
University West China School of Stomatology and Capital Medical University. We also
leverage on lateral recruitment to hire competent dentists primarily from public hospitals.
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Our dentists are required to be registered as medical practitioners with valid doctor
qualification certificates. Our human resources and administrative personnel are responsible
for verifying the qualification certificate issued by the PRC Ministry of Health. We closely
monitor the qualification registration and licensing records on a continuing basis to ensure that
our dentists comply with all applicable regulatory requirements.
We maintain high standards in recruitment of qualified members in our dental
professional team and provide them with competitive compensation packages, taking into
account factors such as scale of the dental outlets, number of consultation hours, responsibility,
qualification, experience, reputation, and area of specialty.
As of September 30, 2021, over 50.7% of our full-time dentists had master’s degrees or
above, and many held titles and qualifications such as chief medical director and medical
discipline leader; 208, or 23.6%, of our full-time dentists had over 15 years of experience in
dental practice; 132, or 15.0%, of our full-time dentists had more than ten years and up to 15
years of experience in dental practice. Our team of full-time dentists have on average 10.2
years of experience in the industry.
Our part-time dentists generally have bachelor’s degrees or above and have on average
15.2 years of post-qualification experience in the industry. They are all registered qualified
dentists and have obtained approvals and registration for multi-institution practice.
During the Track Record Period, our top dentist contributed 1.6%, 1.3%, 1.5% and 1.2%
of our revenues for fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively. The top ten dentists contributed 7.9%, 8.2%, 7.6% and 7.3% of our total revenues
for fiscal 2019, 2020, and 2021 and the six months ended September 30, 2021, respectively. All
of our top ten dentists by revenue contribution were full-time dentists.
All of our top performing dentists are full-time dentists, who have on average over 10
years of experience in the dental services industry. Their respective remunerations are
determined based on their performance and positions, comprising base salary and additional
performance-based bonuses. We typically enter into employment contracts with each of our top
performing dentists for a term of three years or for a continuous term. Dentist may terminate
his or her employment at any time with one-month written notice prior.
Furthermore, our broad medical platform, cohesive culture, and extensive career
opportunities has enabled us to retain our dentists. Dentists with more than five, 10 and 15
years of experience with us accounted for 31.9%, 11.2% and 4.8% of our total dentists,
indicating strong retention rates.
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OUR CUSTOMERS
Our customers mainly consist of individual patients and corporate clients. Our business
and profitability are not materially dependent on any single individual or any corporate
contract.
Individual Patients
Individual patients settle their own dental care payments by cash or cash equivalent, such
as credit cards or debit cards. Payments of individual patients include (i) where patients are not
under any medical insurance, the fees incurred for the treatment received; (ii) where patients
are under medical insurance but the treatment received does not fall within the scope of the
insurance coverage, the uncovered fees incurred for the treatment received; or (iii) where
patients are under medical insurance, the amount of co-payment for the treatment received as
provided under the insurance policy.
Under the terms of our agreements with governmental medical insurance bureaus, we
serve as the medical insurance designated hospitals or clinics and provide basic or essential
dental services to patients who participate in such insurance programs. Prices of dental services
covered under such insurance programs are determined according to the pricing guidelines set
by relevant authorities. Pursuant to the agreements, we settle all or part of the fees of the dental
services within the scope of the insurance coverage directly with the respective medical
insurance bureaus. For the portion of the medical fees covered by the governmental medical
insurance programs and payable by the local medical insurance bureaus, we typically receive
reimbursement in the month when we submit the relevant medical records and receipts or the
following month. Patients are required to settle the remaining balances of the medical fees for
dental services outside of the scope of coverage of the governmental medical insurance
programs.
Under the terms of our agreements with commercial insurance providers, we typically
provide the option of direct billing settlement to individual patients who participate in the
commercial insurance programs. Pursuant to such agreement, patients are required to pay none
or only a portion of the medical fees for the covered dental services with the remainder settled
between the insurance providers and us directly. For the medical fees for dental services
outside of the scope of coverage, patients are generally required to pay out-of-pocket. The
commercial insurance providers generally settle medical fees of our dental services within the
scope of the insurance coverage within 30 days to 45 days upon the receipt of the relevant
medical records and receipts submitted by us on a monthly basis. Prices of our dental services
are typically set out in a price schedule attached to such agreements, which are generally in line
with our listed prices, except that in some cases we grant an approximately 10% discount to
certain commercial insurance providers.
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The government has adopted favorable policies to expand public medical insurance
coverage and promote dental treatment programs, which will increase accessibility and
affordability of dental care services, raise public awareness of dental care, and encourage
consumers to seek better dental services. Such development will benefit our business in
general. More specifically, subject to local regulations, some of our Rytime Dental hospitals
and clinics are covered under the Basic Medical Insurance Schemes, consumers are only
required to make out-of-pocket payments for the remaining balances on their dental treatment
expenses not covered by the medical insurance schemes. This significantly reduces financial
barriers to receiving dental care. As a result, the wider the coverage of the medical insurance
schemes is, the larger population will be willing to seek otherwise expensive dental services
offered by us, driving the needs to our services.
Despite that the dental services we provide under the Arrail Dental brand are not covered
under the Basic Medical Insurance Schemes, the expansion of the coverage of such insurance
schemes would not have an adverse impact on our premium private dental services, because the
target consumers of Arrail Dental are affluent patients with high purchasing power who value
quality of dental services and patient care over price and typically do not rely on settlement
through governmental medical insurance schemes.
The following table sets forth a breakdown of our billing amount by payment methods for
the periods indicated.
For the six months
ended September 30,

For the year ended March 31,
2019

Cash
Credit cards
Governmental medical
insurance programs
Commercial medical
insurance programs
Total

2020

2021

RMB

%

28,308
965,567

2.7%
91.2%

21,256
970,836

2.0%
91.6%

24,925
1,381,002

27,613

2.6%

30,516

2.9%

37,333

3.5%

37,014

1,058,820

100.0%

1,059,623

2021

RMB
%
RMB
%
(RMB in thousands, except for percentages)

RMB

%

1.6%
91.1%

13,134
767,509

1.5%
90.7%

55,838

3.7%

35,461

4.2%

3.5%

54,607

3.6%

30,201

3.6%

100.0%

1,516,372

100.0%

846,305

100.0%

Our individual patients account for a significant portion of our customer base. For fiscal
2019, 2020 and 2021 and the six months ended September 30, 2021, revenues generated from
our individual patients represented approximately 94%, 94%, 93% and 93% of our total
revenues, respectively.
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The following table sets forth a breakdown of the number of new patients and the
percentage of repeat visits by age group for the periods indicated.

For the Year Ended March 31,
Age Group

2019

2020

2021

For the
Six Months
Ended
September 30,
2021

Number of new patients

Age of 20 or below
Age between 20 and 50
Above the age of 50
Total

44,565
204,436
44,031
293,032

41,310
193,379
43,313
278,002

54,221
210,218
47,379
311,818

32,180
126,311
27,985
186,476

Percentage of repeat
visits(1) (%)

Age of 20 or below
Age between 20 and 50
Above the age of 50
Overall percentage of
repeat visits

43.3%
39.2%
53.8%
42.1%

42.1%
38.5%
53.3%
41.4%

46.4%
43.0%
57.0%
45.8%

52.8%
44.1%
57.8%
47.6%

Notes:
(1)

Repeat visits in a given period refer to the number of visits of our repeat patients after their initial visits during
the period. Repeat patients refer to patients who revisit our dental hospitals or clinics beyond six months after
their initial visits and exclude those who revisit for follow-up consultations of the same treatment. Percentage
of repeat visits is calculated as the number of repeat visits divided by total visits of patients in each age group.

The following tables set forth details of key operating metrics of our hospitals and clinics
by brands for the periods indicated:

As of/For the Year Ended
March 31,
2019
Arrail Dental
Visits per chair
Revenues per chair (RMB)
Rytime Dental
Visits per chair
Revenues per chair (RMB)

2020

2021

As of/For the
Six Months
Ended
September 30,
2021

1,103
1,429,748

977
1,190,085

1,063
1,588,459

607
870,813

1,036
750,133

909
724,245

1,250
1,030,806

710
556,994
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For the
Six Months
Ended
September 30,

For the Year Ended March 31,
2019
Arrail Dental
Number of patients(1)
Number of patient visits(1)
Average revenues per patient visit (RMB)
Rytime Dental
Number of patients
Number of patient visits
Average revenues per patient visit (RMB)

2020

2021

262,331
488,419
1,296.8

261,022
465,178
1,217.8

252,517
505,912
1,494.5

174,155
292,381
1,435.6

231,936
575,143
723.9

248,124
610,876
796.7

325,479
865,134
824.5

224,630
512,668
784.4

For the Year Ended March 31,

Arrail Dental
Number of new patients

Percentage of repeat visits(2) (%)

Rytime Dental
Number of new patients

Percentage of repeat visits(2) (%)

2021

For the Six Months
Ended September 30,

Age Group

2019

2020

2021

2021

Age of 20 or below
Age between 20 and 50
Above the age of 50
Total

19,909
98,239
17,918
136,066

16,725
88,285
16,918
121,928

17,381
73,265
14,810
105,456

9,501
44,832
9,413
63,746

Age of 20 or below
Age between 20 and 50
Above the age of 50
Overall percentage of
repeat visits

47.6%
42.8%
56.9%
45.4%

43.1%
38.8%
54.7%
41.7%

52.5%
44.3%
59.8%
47.8%

58.0%
45.7%
61.3%
49.7%

Age of 20 or below
Age between 20 and 50
Above the age of 50
Total

24,656
106,197
26,113
156,966

24,585
105,094
26,395
156,074

36,840
136,953
32,569
206,362

22,679
81,479
18,572
122,730

Age of 20 or below
Age between 20 and 50
Above the age of 50
Overall percentage of
repeat visits

39.9%
35.9%
51.7%
39.3%

41.5%
38.1%
52.3%
41.2%

43.4%
42.2%
55.5%
44.7%

50.4%
43.1%
56.0%
46.4%

Note:
(1)

Despite the fact that the total number of our patients of Arrail Dental decreased from 261,022 in fiscal
2020 to 252,517 in fiscal 2021, the number of patient visits of Arrail Dental increased from 465,178 in
fiscal 2020 to 505,912 in fiscal 2021. The increase in patient visits was primarily because we made more
effort to improve customer engagement through various marketing activities to interact with, and attract
more visits from, existing patients of Arrail Dental, such as conducting follow-up phone calls and
organizing and inviting them to events to promote our implantology and orthodontics services. This is
also demonstrated by the decline in the total number of new patients of Arrail Dental, and the increases
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in the percentages of repeat visits of Arrail Dental across all age groups from fiscal 2020 to 2021. In
addition, we provided more complex dental treatments in fiscal 2021 leading to more patient visits,
demonstrated by the year-over-year growth in revenues derived from the orthodontics and implantology
services. See “Business—Our Services” for a revenue breakdown by service during the Track Record
Period. The number of patient visits in a given period refers to the aggregate number of visits our
patients have paid to our dental clinics and/or hospitals during such period. A patient may pay one or
more visits to our hospitals and/or clinics.
(2)

Repeat visits in a given period refer to the number of visits of our repeat patients after their initial visits
during the period. Repeat patients refer to patients who revisit our dental hospitals or clinics beyond six
months after their initial visits and exclude those who revisit for follow-up consultations of the same
treatment. Percentage of repeat visits is calculated as the number of repeat visits divided by total visits
of patients in each age group.

During the Track Record Period, we received a total of 672 patient complaints in relation
to the dental services we provided, representing 0.016% of the total number of dental
treatments performed during the same period. Such rate is significantly lower than the industry
average of approximately 1.00%, according to the Frost & Sullivan Report.
To ensure prompt and proper handling of patient complaints, we have implemented
internal guidelines which we require our staff to strictly adhere to. Patients can make
complaints to us (i) directly through our customer service hotline, and (ii) by lodging
complaints with third-party e-commerce platforms that we use as sales channels of our dental
services. We generally take actions within 24 hours after the receipt of the patient complaints.
Our customer service team compiles detailed records of the patient complaints, and reports
such to regional general managers or other designated personnel who will be in charge of
coordinating and directing the complaints to relevant head of operation or head of hospital or
clinic. The directors in charge will typically look into the facts of the patient complaints by
retrieving medical records and discussing with relevant staff, among others, and seek to resolve
the complaints reasonably and amicably in a prompt manner. In addition, our general manager
of customer service team will monitor the complaint handling process until the complaint has
been handled properly.
We conduct internal review on typical patient complaints and the appropriate rectification
measures on a weekly basis, aiming to prevent occurrence of complaints of a similar nature.
We also maintain monthly reports on customer satisfaction review and complaint rates to
review the performance of our dentists.
Corporate Clients
We sell dental care services to our corporate clients, including industry-leading
corporations, banks and insurance companies, who are our direct or end customers, to further
expand our potential patient base. We are able to reach broader patient base through our
corporate clients who purchase our dental care services for their employees, credit card
holders, or insurance policy members.
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Currently more than 200 corporations, including top international technology companies,
purchase our dental services as benefits to their employees. We believe that those corporations
choose our services because our premium brand and services match well with their corporate
images and the level of benefits that they expect to give to their employees. Under the terms
of our agreements with those corporations, we offer their employees or other designated
beneficiaries certain dental treatment package specified in the agreements, such as oral
examination, tooth cleaning and fluoride treatment services. These employees or beneficiaries
typically enjoy the services for free through presentation of dental service vouchers when
visiting our hospitals and clinics. Such dental service vouchers are purchased from us by our
corporation customers, the payment of which shall be settled by the corporations before we
issue the vouchers to them and based on the actual number of orders placed. Under certain
agreements, we also allow employees and designated beneficiaries to receive treatments for
free without the need to use any voucher, as long as they make an appointment through a
special hotline and verify their identities as the designated persons before the treatments. In
such cases, corporations are required to settle the bills, typically on a quarterly basis, based on
the number of individuals who have received the services. Payments should be settled within
10 to 15 days upon their receipt of invoices submitted by us. In addition to the specified dental
services, employees or designated beneficiaries of our corporation customers may enjoy other
treatments not covered in the package at discounted prices in our clinics or hospitals, in which
case they are required to settle the fees for dental treatments themselves at discounted rates.
In addition, we partner with industry-leading banks, to run a variety of customer reward
programs, with an aim to attract their high-net-worth and ultra-high-net-worth clients to
become our long-term dental care customers. For example, since 2012, through our partnership
with a leading commercial bank in China, we have converted an average of 6,700 platinum card
holders into our patient pool per year, generating significant long-term value to us. Under the
terms of our agreements with those banks, we offer dental services, such as oral examination,
tooth cleaning and pit and fissure sealant services, to certain card holders of those banks for
free. Banks partnered with us are required to settle the bills, on a monthly or quarterly basis,
based on the actual number and type of services provided their card holders. Payments should
be settled within 10 to 20 days upon their receipt of invoices submitted by us. In addition to
the specified dental services, designated card holders of our bank customers may enjoy other
treatments not covered in the package at discounted prices in our clinics or hospitals, in which
case they are required to settle the fees for dental treatments themselves at discounted rates.
Furthermore, we have built close business relationships with 10 leading insurance
companies, who incorporate our services in their premium insurance products. These
relationships allow us to cross-sell our services to a large number of high-quality, insured
consumers. We had agreements with 33 insurance companies to offer direct billing service to
our patients as of September 30, 2021. Under the terms of our cooperation agreements with
insurance companies, we provide dental services for individuals who purchase the premium
insurance products from such insurance companies. We are entitled to charge the insurance
companies directly for the dental service fees incurred by insured customers, who are required
to pay none or only a portion of the medical fees for the covered dental services under the
direct billing settlement arrangement. The insurance companies generally settle medical fees of
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dental services within the scope of the insurance coverage with us within 30 to 45 days upon
their receipt of invoices accompanied by supporting materials on a monthly basis. For the
portion of the bill outside the scope of the insurance coverage provided by the insurance
companies, we typically directly settle the out-of-pocket expenses with the insured individuals.
For more details on settlement of dental care payments by patients under commercial medical
insurance, please see “Business—Our Customers—Individual Patients”
The following table sets forth our revenues attributable to each type of our corporate
clients as percentages of total revenues, during the Track Record Period.
For the Six Months
Ended September 30,

For the Year Ended March 31,
2019
Revenues (%)
Corporations
Banks
Insurance companies

2020

1.8%
0.6%
3.5%

1.7%
0.5%
3.4%

2021

2021

2.6%
0.4%
3.6%

2.4%
0.7%
3.6%

Given the dispersed base of our customers, we do not have a concentration risk. During
the Track Record Period, revenues from our top five customers in aggregate accounted for
1.6%, 1.7%, 1.9% and 1.7% of our total revenues in fiscal 2019, 2020 and 2021 and the six
months ended September 30, 2021, respectively.
Top Five Customers
The following table sets forth the details of our five largest customers during the Track
Record Period.

Customer

Products/
services provided

Principal business

Year of
Percentage
commencement
of business Transaction of our total
revenues
relationship
amount
(RMB’000)

For the year ended March 31, 2019
Customer A
Dental care services Media advertising
services
Customer B
Dental care services Credit card services
Customer C
Dental care services Human resources
services
Customer D(1)
Dental products
Dental care services
Customer E
Dental care services Management consulting
and outsourcing
services
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2015

4,925

0.46%

2003
2017

4,052
3,279

0.38%
0.30%

2018
2013

2,640
1,864

0.25%
0.17%
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Customer

Products/
services provided

Principal business

Year of
Percentage
commencement
of business Transaction of our total
revenues
relationship
amount
(RMB’000)

For the year ended March 31, 2020
Customer A
Dental care services Media advertising
services
Customer B
Dental care services Credit card services
Customer D(1)
Dental products
Dental care services
Beijing Songbai Langqin Dental products and Dental care services
Dental Clinic
IT system
(2)
Company Limited
services
Customer F
Dental care services Commercial health
insurance services
For the year ended March 31, 2021
Hangzhou Shengchao
Dental products
Procurement platform
Medical Technology
Company Limited(3)
Dental products
Dental care services
Customer D(1)
Customer A
Dental care services Media advertising
services
Customer B
Dental care services Credit card services
Customer G
Dental care services Commercial health
insurance services
For the six months ended September 30, 2021
Customer D(1)
Dental products
Dental care services
Customer B
Dental care services Credit card services
Customer G
Dental care services Commercial health
insurance services
Hangzhou Shengchao
Dental products
Procurement platform
Medical Technology
Company Limited(3)
Customer A
Dental care services Media advertising
services

2015

8,188

0.74%

2003
2018
2016

3,366
2,729
2,346

0.31%
0.25%
0.21%

2017

1,932

0.18%

2017

10,334

0.68%

2018
2015

6,337
5,885

0.42%
0.39%

2003
2017

3,790
2,708

0.25%
0.18%

2018
2003
2017

5,033
3,002
2,293

0.60%
0.36%
0.27%

2017

1,897

0.23%

2015

1,675

0.20%

Note:
(1)

Customer D is a dental care services provider in which we own minority interests. Since we became a minority
shareholder of it, Customer D started to leverage our centralized procurement capabilities and strong
bargaining power to procure dental products such as orthodontic brackets from us according to their business
needs. The terms of our sales to Customer D are generally consistent with those to other customers.
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(2)

Beijing Songbai Langqin Dental Clinic Company Limited (“Songbai Langqin”) invested in one of our
subsidiaries and owns minority interests in it. Since it became a minority shareholder of our subsidiary,
Songbai Langqin started to leverage our centralized procurement capabilities and strong bargaining power to
procure dental products such as orthodontic brackets from us based on their business operation needs. We also
provide IT system services to Songbai Langqin by granting them limited access to our SaaS system, which
helps them to optimize operations, procurement and management. The terms of our sales to Songbai Langqin
are generally consistent with those to other customers.

(3)

During the Track Record Period, Hangzhou Shengchao Medical Technology Company Limited (“Hangzhou
Shengchao”) mainly purchased dental instruments, such as metal orthodontic brackets, orthodontic anchorage
devices, dental turbines and root canal filling materials, from us. Apart from Hangzhou Shengchao, we only
sell such dental instruments to our hospitals and clinics that are our subsidiaries.
Hangzhou Shengchao is a subsidiary of Hangzhou Jarvis Medical Technology Company Limited, a connected
person of us. Hangzhou Shengchao leverages our strong procurement capabilities to procure from us certain
dental products according to their business demands. Incidentally, we consider Hangzhou Shengchao to be a
reliable procurement platform and purchase various dental products from them. Negotiations of the terms of
sales to and purchases from Hangzhou Shengchao were conducted separately, and the sales and purchases were
neither connected nor conditional upon each other. Our transactions with Hangzhou Shengchao were conducted
on normal commercial terms after arm’s length negotiations, in line with market practice. The sales prices we
charge Hangzhou Shengchao and gross profit margin of our sales to it were at the same level as those for the
other purchasers during the Track Record Period.

Our fourth largest customer in fiscal 2020, Beijing Songbai Langqin Dental Clinic
Company Limited, a connected person of us, contributed 0.21% of our total revenues in fiscal
2020. Our largest customer in fiscal 2021 and our fourth largest customer in the six months
ended September 30, 2021, Hangzhou Shengchao Medical Technology Company Limited, a
connected person of us, contributed 0.68% and 0.23% of our total revenues during such
periods, respectively. Hangzhou Shengchao was also a major supplier of us in fiscal 2021 and
the six months ended September 30, 2021. To the best knowledge of our directors, other than
Beijing Songbai Langqin and Hangzhou Shengchao, none of our directors, their respective
associates or any of our shareholders holding more than 5% of our issued share capital after
the [REDACTED] held any interests in any of our five largest customers during the Track
Record Period. Customer A was one of our top five customers during the Track Record Period,
and was also our supplier providing media advertising services in fiscal 2019, 2020 and 2021.
During the Track Record Period, Customer A contributed 0.46%, 0.74%, 0.39% and 0.20% of
our total revenues in fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively, and purchases from Customer A accounted for 4.01%, 2.56% and 1.11% of our
total purchases in fiscal 2019, 2020 and 2021, respectively.
OUR SUPPLIERS
Our suppliers primarily consist of our suppliers for human resources service, dental
equipment, consumable and dental supplies, including anesthetics and other medicine, dental
prosthesis (such as crowns, bridges and dentures), materials used in dental procedures (such as
impression materials, filling materials and cements), dental instruments (such as extraction
forceps, injection needles, root canal files and orthodontic brackets and aligners), and
consumables (such as facial masks, disposable gloves, dental bibs, plastic cups and gauze). We
implement a centralized procurement process and purchase from suppliers predominantly
located in China. We procure dental instruments and equipment that are manufactured by
foreign manufacturers through domestic distributors who are licensed to import them. We
– 251 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
generally enter into agreements with our major suppliers on a short-term and non-exclusive
basis, which would allow us to evaluate and select new suppliers that are able to provide the
highest quality products and services to us at competitive pricing.
In selecting our suppliers, we perform assessment on the potential suppliers, including the
quality of their products, pricing, services, production capacity, timeliness of delivery, and
suppliers’ reputation in the industry. Our procurement team regularly monitors the market price
of our material supplies. We conduct regular reviews of our suppliers and will remove any
suppliers who do not meet our supply standards or requirements from our list of approved
suppliers. We usually have more than one supplier for each kind of our supply need to ensure
we maintain sufficient inventory levels and bargaining power to deal with price fluctuations.
In addition, we do not rely on any single supplier for any of our major pharmaceuticals, dental
consumables or dental devices. During the Track Record Period, we did not enter into any
exclusive supply contracts with any suppliers, and we did not experience any shortage of
supplies that could materially and adversely affect our business, financial condition or results
of operations. We believe that we are generally capable of negotiating our purchase prices to
our advantage to control our costs.
In addition, we collaborate with third-party dental specialists who are experienced experts
in certain therapeutic areas. They provide consultancy services to the Company and its
subsidiaries. Specifically, they provide dental diagnoses and treatments for complex and
sometimes rare cases of our patients, and conduct other complex professional dental services
for our patients, including anesthesia, oral and maxillofacial surgery and other treatment
procedures. Our Directors confirm that such professional suppliers do not have any past and/or
present relationship with the Company and its subsidiaries, our shareholders, our Directors and
senior management or their close associates.
We primarily enter into (i) consultation service agreements and (ii) human resources
service agreements with such professional suppliers.
(i)

Set forth below is a summary of the material terms of the consultation service
agreements:
Services. Under the consultation service agreements, the services to be provided by
such professional suppliers primarily include professional dental services such as
dental diagnoses and treatments for complex and sometimes rare cases of our
patients, and professional trainings on dental services and technologies.
Service fee. In exchange for the abovementioned services, we shall pay a service fee
on a monthly basis, based on a certain percentage of the total medical fees paid by
patients.
Terms of the agreements. The consultation service agreements shall be effective
upon signing, and shall remain valid for one year or longer. The agreements will be
renewed automatically upon expiry if the parties thereto have no objections.
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(ii) Set forth below is a summary of the material terms of the human resources service
agreements:
Services. The human resources service providers are responsible for recruiting and
providing training to contract workers who are dentists and/or nurses and will
provide services at our hospitals and clinics from time to time. The contract workers
are employees of the human resources services providers and do not enter into
employment contract with us.
Service fee. In exchange for the abovementioned services, we shall pay a service fee
on a monthly basis to such human resources service providers, based on the
compensation paid to the contract workers and an additional management fee
representing a certain percentage of such compensation.
Terms of the agreements. The term of the agreements is typically one year. The
agreements will be renewed automatically upon expiry if the parties thereto have no
objections.
As of March 31, 2019, 2020 and 2021 and September 30, 2021, we had 11, 31, 44 and 51
contract workers, respectively, engaged under such human resources service agreements who
served as dentists and nurses. These contract workers are not included in the number of
employees disclosed in the section headed “Business—Employees” in this document.
For further details on the dental professional service fee paid to such professional
suppliers during the Track Record Period, see “Financial Information—Description of Major
Consolidated Statements of Comprehensive Income Items—Cost of revenues” in this
document.
During the Track Record Period, purchases attributable to our largest supplier accounted
for 17%, 20%, 10% and 16% of our total purchase, and purchases of our top five suppliers in
the aggregate accounted for 47%, 41%, 33% and 31% of our total purchase in fiscal 2019, 2020
and 2021 and the six months ended September 30, 2021, respectively.
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Top Five Suppliers
The following table sets forth the details of our five largest suppliers during the Track
Record Period.

Supplier

Products/
services purchased Principal business

Year of
commencement
Percentage
of business Transaction of our total
relationship
amount purchases
(RMB’000)

For the year ended March 31, 2019
Supplier A
Human resources
services
Supplier B
Dental products
Supplier C

Dental devices

Supplier D

Dental devices

Supplier E

Human resources
services

For the year ended March 31, 2020
Supplier A
Human resources
services
Supplier B
Dental products
Supplier E
Supplier C

Human resources
services
Dental devices

Supplier F

Dental products

For the year ended March 31, 2021
Supplier A
Human resources
services
Supplier B
Dental products
Supplier E
Hangzhou Shengchao
Medical Technology
Company Limited(1)
Supplier C

Human resources
services
Dental products

Dental devices

Human resources
services
INVISALIGN®
Invisible braces
Dental chair and
devices
Dental chair and
devices
Human resources
services

Human resources
services
INVISALIGN®
Invisible braces
Human resources
services
Dental chair and
devices
Implants

Human resources
services
INVISALIGN®
Invisible braces
Human resources
services
Procurement platform

Dental chair and
devices
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2014

55,565

17%

2012

33,419

10%

2017

25,360

8%

2007

20,007

6%

2016

15,610

5%

2014

70,826

20%

2012

33,321

9%

2016

20,917

6%

2017

9,789

3%

2015

9,662

3%

2014

41,434

10%

2012

36,250

9%

2016

25,545

6%

2017

16,611

4%

2017

16,397

4%
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Supplier

Products/
services purchased Principal business

Year of
commencement
Percentage
of business Transaction of our total
relationship
amount purchases
(RMB’000)

For the six months ended September 30, 2021
Supplier B
Dental products
INVISALIGN®
Invisible braces
Hangzhou Shengchao
Dental products
Procurement platform
Medical Technology
Company Limited(1)
Supplier G
Dental products
Sale of medical devices
Supplier F
Dental products
Implants
Supplier H
Dental products
Sale of medical devices

2012

37,870

16%

2017

11,781

5%

2021
2015
2014

10,618
6,842
6,427

5%
3%
3%

Note:
(1)

During the Track Record Period, we procured dental consumables such as root canal sealer, dental restorative
composite materials, impression materials, and disposable medical isolation gowns from Hangzhou Shengchao
Medical Technology Company Limited (“Hangzhou Shengchao”).
Hangzhou Shengchao is a subsidiary of Hangzhou Jarvis Medical Technology Company Limited, a connected
person of us. Hangzhou Shengchao leverages our strong procurement capabilities to procure from us certain
dental products according to their business demands. Incidentally, we consider Hangzhou Shengchao to be a
reliable procurement platform and purchase various dental products from them. Negotiations of the terms of
sales to and purchases from Hangzhou Shengchao were conducted separately, and the sales and purchases were
neither connected nor conditional upon each other. Our transactions with Hangzhou Shengchao were conducted
on normal commercial terms after arm’s length negotiations, in line with market practice.

Our fourth largest supplier in fiscal 2021, Hangzhou Shengchao, a connected person
of us, accounted for 4% of our total purchase in fiscal 2021. Hangzhou Shengchao was our
second largest supplier in the six months ended September 30, 2021 and accounted for 5% of
our total purchase during the same period. Hangzhou Shengchao was also a major customer of
us in fiscal 2021 and the six months ended September 30, 2021. See “Connected
Transactions—Continuing Connected Transactions” for details. To the best knowledge of our
directors, other than Hangzhou Shengchao, none of our directors, their respective associates or
any of our shareholders holding more than 5% of our issued share capital after the
[REDACTED] held any interests in any of our five largest suppliers during the Track Record
Period.
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SERVICE QUALITY CONTROL
Providing quality dental healthcare services and building long-lasting relationships with
our patients are two of our management priorities. We consider service quality control a key
factor that contributes to achieving those ends. We have comprehensive service quality control
measures in place throughout the process of patient visits at our dental hospitals and clinics,
from appointment booking, patient registration, consultation and dental care, to collecting
post-consultation patient feedback.
We implement our service quality control from two perspectives – medical control and
service control. For medical control, our focus is on enforcing complete clinical supervision
through stringent control measures to deliver a high standard of medical services and ensure
patient safety. This is complemented by our service control which lays out standards,
procedures and protocols to ensure patients receive the needed attention, dedication,
convenience and flexibility throughout our service flow. Ultimately, by having in place
comprehensive internal management framework and designated personnel in charge of service
quality in our dental professional and non-medical staff team, we are able to ensure that our
service quality guidelines and standards are adhered to.
Treatment Quality
To uphold high standards of clinical practice, we implement and adhere to a set of
guidelines and adopt a “red line” management system to ensure that the dental care we provide
conform to industry technical standards and that standard operation procedures are
implemented at our dental hospitals and clinics.
We ensure the attending dentists are competent and capable of handling and meeting the
patients’ needs. This is achieved through leveraging our extensive network of professional and
friendly dentists, and our internal evaluation system which determines their level of
competence and the complexity of the treatment procedure. To develop an appropriate and
tailored treatment plan for each patient, we assign experienced dentists with the necessary
specialty background and grade of seniority to handle treatments within their domain of
competence.
•

Dentists are evaluated and assigned different grades of seniority based on a standard
set of core competencies, including their area of specialty, working experience, the
complexity of the treatments they have undertaken, the quality of their treatments
and the number of treatments they have carried out. The evaluation and grading is
conducted by the Company’s medical and personnel department.

•

Treatment complexity are evaluated based on the area of dental service required, the
nature of the treatment, the standard operating procedure and the patients’ medical
history.
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Our red line management system ensures patient safety and treatment quality by
specifying a set of guidelines and requirements on clinical practices for the treatment
procedure. To ensure completeness of the patients’ profile, the system stipulates and notifies
the dentists of the required annexation to the medical records. Where such records are amiss,
the dentists will be notified by our medical and compliance department. This ensures that all
necessary preparations and standards are met, such as X-ray/CT requirements, informed
consent requirements and oral photo requirements. To ensure our standards are met, the
mandatory “pre-operation verification” will again ask the dentist to confirm the nature and
method of the treatment before commencing the operation. We also have in place a stringent
infection control protocol which ensures that our patients are well protected from crossinfection of diseases.
Complex Cases
We leverage our network of experienced and specialized dentists for complex cases
through on-site and remote consultation. The patient will attend on-site consultation where the
attending dentists will write an opinion on their case and the treatment procedure. This will be
circulated along with relevant medical records to a panel of our dentists for remote
consultation. The panel, which consists of dentists selected for their specialty and experience,
will provide their opinion. The opinion will be circulated back to the attending dentist for
further handling of the treatment, enabling full synergistic cooperation.
To strengthen the knowledge and skills of our dentist team, all complex cases are
automatically shared to our Medical Record Platform for other dentists to view, and are
required to be analyzed and discussed among dentists during our morning sessions led by clinic
directors. The outcome of such discussions is also recorded and shared in our Medical Record
Platform. Through this practice, we are able to promote holistic professional progression of all
dentists.
Quality Inspection
We regularly initiate inspection over the quality of medical records at individual clinics,
at the regional level and at the Group level. When conducting quality inspection at an
individual clinic, we review and assess the quality and completeness of each of the patients
records. Regional and Group level inspection involves randomly selecting medical records for
quality assessment. The progress and results of the regional and Group level inspection are
displayed on the Dashboard.
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Service Quality
Appointment Booking and Patient Registration
We deploy software solutions to maintain an efficient system to handle patient
appointment and registration. Patients mainly make appointments through online bookings,
over the phone or onsite. Once an appointment is made, our staff will follow-up with a
reminder to our patients the day before their appointment through SMS, short-message-system,
or phone call.
For new patients, we request them to fill out a comprehensive medical history
questionnaire. The questionnaire is uploaded to our cloud-based system which is
complemented by our image recognition software that automatically synchronize the
examination result with other relevant information such as the treatment plan, auxiliary
examination and consent confirmation, enabling our dentists to undertake appropriate
treatment planning.
Consultation and Dental Care
The qualification, experience and expertise of our professional team is crucial for us to
consistently
provide
high
quality
dental
healthcare
services,
see
“—Our
Dentists—Qualification of Our Dentists” and the aforementioned section on medical control.
Patient Feedback
We proactively seek patients’ feedback on our services in order to improve. To assess our
patient experience, we encourage patients to fill out a brief customer satisfaction survey after
each clinic visit. Patients are requested to give their rating on a scale of level 1 (being the
lowest) to level 5 (being the highest). Where patients rate their experience lower than level 5,
our patient feedback team will contact the patients promptly for more details and identify areas
of improvement. Our patients can also direct their feedback to our dentists and other staff. In
addition, a customer service hotline is in place whereby patients can make inquiries and
complaints to the customer service team.
INVENTORY CONTROL
Our inventories comprise mainly oral treatment materials. Most of our inventories are
stored at our dental hospitals and clinics, and each dental hospital or clinic is responsible for
its own inventory management. We regularly monitor the level of inventory at each dental
outlet, maintain vigorous control over our inventory, and have implemented an inventory
control policy to meet procurement needs. The objectives of such policy is to provide
guidelines on safeguarding and disposal of inventory, to eliminate any potential misuse and
misappropriation of inventory, and to control the cost of oral surgery materials and oral care
products.
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We have put in place a digitalized inventory management system, which tracks the
movement of inventory items on a real-time basis. Our finance department performs a complete
inventory count on an annual basis. During the Track Record Period, we did not experience any
significant write-offs of our inventory.
PATIENTS’ DATA PRIVACY MANAGEMENT
Maintaining confidentiality of personal information and medical records of our patients
is one of our top priorities. We have implemented data protection policies and patient
information policy designed to ensure that our professional team and staff handle and dispose
patients’ information properly. According to such policies, we collect our patient information
on an as-needed basis to fundamentally reduce privacy abuse risks and limit access to sensitive
patient information and medical records to certain authorized personnel. To safeguard the
security of our patient’s information and data integrity of our system, our patient’s dental
healthcare records are protected by regular back-ups. Furthermore, we implement appropriate
levels of access rights for our professional team and staff on our computer systems to safeguard
our patients’ information. In addition, there are some recent updates to the PRC laws and
regulations in relation to data privacy and cybersecurity, such as the Data Security Law and the
Personal Information Protection Law. Please refer to the section headed “Regulatory
Overview—Applicable Laws and Regulations to Our Business in the PRC—Laws and
Regulations Related to Data Security and Data Privacy” in this document for further details.
As the regulatory oversight in this area becomes more stringent, we may be subject to more
stringent compliance requirements. Accordingly, we intend to increase our compliance costs as
needed.
We adopt a variety of rigorous data security practices and technologies to protect patient
data. We have appropriate technical and organizational measures in place to overcome
exposure to potential data security risks. Among the efforts we have made, we take the
following measures to ensure our data security practice is solid and beyond what is necessary.
•

Data encryption. With the Secure Sockets Layer technology, we encrypt and
desensitize data to protect data generated from our business operations being
intercepted and/or tampered with.

•

Data system upgrade. We update our operational systems timely and regularly to
guard against cyber-attacks, hackers and other security attacks.

•

Restricted data access. Based on the overall IT infrastructure and the restriction on
access to data, our employees can only access data to the extent necessary with
proper authorization using IP address listed on the white-list.

•

Data back-up. To safeguard the security of our patient information and data integrity
of our system, medical records of our patients are protected by regular back-ups.

– 259 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
•

Additional preventive measures. We adopt various preventive measures to detect and
minimize potential risks of security breaches. For example, we have formulated
plans to engage third-party institutions specializing in data security to provide
training for the IT department.

We routinely evaluate our data protection and security practices against internationally
recognized standards. In addition, we have obtained ISO27001 certification on our SaaS
system, Such certification is a recognition by ISO and its issuing committee that we have
adopted strong privacy practice for our services, testifying to our dedication in protecting
patient data.
During the Track Record Period and up to the Latest Practicable Date, we (i) collected
personal information only after obtaining our patients’ authorization; (ii) used personal
information and their medical data only for the purpose of providing medical services or other
purposes that our patients agree to; (iii) adopted various measures to protect such data from
being misused, attacked, or leakage; (iv) stored our patient data in the PRC; (v) did not transmit
our patients data abroad during the course of our operations; (vi) did not experience any
incidents on breach of patients’ confidential information or any other relevant issues which
could cause a material adverse effect on our reputation, business, financial condition or results
of operations; and (vii) were not subject to any enquiry, notice, review, warning or
investigation by the SCNPC or any other government authorities in respect of any recently
promulgated laws, regulations or policies. As advised by our PRC Legal Advisers, the
collection, storage and usage of our patients’ personal and medical data was in compliance with
applicable PRC laws and regulations in all material aspects during the Track Record Period and
up to the Latest Practicable Date.
Based on the foregoing, our Directors believe that the recent updates to the PRC laws and
regulations in relation to data privacy and cybersecurity will not have a material adverse effect
on us.
BRANDING AND MARKETING
We consider that our success depends to a significant extent on the goodwill of our brand
and reputation in the dental services industry as a leading and trustworthy service provider.
Successful branding through marketing strategies is vital for us to establish our brand
recognition and awareness for attracting new customers and retaining existing ones.
Dual-Brand Strategy
Currently, we operate under the brand names of “Arrail Dental” and “Rytime Dental” to
provide professional, personalized, one-stop dental healthcare services across China. See
“—Our Services—Dual-Brand Operations.” As part of a continuing effort to build our brand
recognition and awareness, we usually apply our brand names “Arrail Dental” and “Rytime
Dental” to our printed materials.

– 260 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
Marketing
We believe that our growth depends on, among others, expanding our network. To
continue to maintain and promote our brand as a leading private dental services provider in
China, we aim to increase our publicity and promote our brand awareness by engaging brand
consultant, sponsoring academic activities, providing oral health education to the public, and
updating our information channels. We have sponsored large offline events such as globallyrenowned conferences, including Arrail Group Orthodontics Summit Forum and Arrail Group
Implantology International Summit Forum. These initiatives could bolster our brand image and
attract potential professionals to our team, promoting our industry footprint and attracting new
patients to our services whilst bringing overall value to our community. Additionally, our
Wechat Official Account serves as an important marketing channel and contains comprehensive
information of our business profile, contact details, location of our dental hospitals and clinics,
and our dental healthcare service offerings.
RESEARCH AND DEVELOPMENT
We believe research and development is critical to our future growth and our ability to
remain competitive, and continuously invest in building our research and development team
and improving our information technology system. Our research and development team is
responsible for the development, management and maintenance of our information technology
system, internal clinical studies and practical applications. We have invested significant
research and development resources in the development and upgrade of our SaaS system to
streamline our daily operational and administrative matters, such as organizing electronic
medical records, scheduling client appointments, monitoring payment of medical fees,
maintaining our CRM software and Weixin mini program, and processing digital receipts. We
had research and development expenses of RMB19.1 million, RMB27.5 million, RMB27.3
million, RMB8.7 million and RMB10.3 million in fiscal 2019, 2020 and 2021 and the six
months ended September 30, 2020 and 2021, respectively, demonstrating our strong
commitment in research and development activities. Our research and development expenses
incurred during the Track Record Period mainly consist of employee benefits expenses for our
research and development staff. Research and development expenses attributable to our largest
IT supplier accounted for nil, 1.5%, 2.7% and 2.8% of our total research and development
expenses in fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively, while research and development expenses attributable to our top five IT
contractors in the aggregate accounted for 4.6%, 11.9%, 15.7% and 24.9% of our total research
and development expenses during the same period, respectively.
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INFORMATION TECHNOLOGY SYSTEM
We believe that the breadth and sophistication of our information technology system
contribute to our competency and operational efficiency. As part of our effort in modernizing
our information system, we worked closely with our software vendors in the past few years and
developed different applications to handle our administrative and operational workflow in our
dental clinics network. Our customized dental clinics management software is designed for
internal control and workflow procedure and assists the management of our dental clinics.
With our sophisticated information system, guidelines, requirements and reminders on
clinical practices for treatment procedures, our dentists are able to meet the high operating
standards we set. This is complemented by our customized dental clinics management software
which allows us to handle and store the electronic medical records of our patients. The software
also enables us to arrange our specialist appointments and capture the needs from our existing
patient base efficiently. Our customized dental clinics management software plays a key role
in the management of our daily dental clinic operation, enabling us to provide high-quality and
consistent service, ensuring patient safety and overall operational efficiency.
Our information technology systems are critical to our platform-based model. They
extensively empower hospitals and clinics in our dental network by streamlining various
aspects of our dental care operations and improving our service quality. For example, our SaaS
System has become an integral part of our daily operations and benefits the entirety of our staff
ranging from frontline health workers at hospitals and clinics to customer service team
stationed at our headquarters. The SaaS System has made it much easier and faster for our
dentists and staff to attend to daily operational and administrative matters such as scheduling
client appointments, purchasing materials and supplies, monitoring inventory level, organizing
medical records, and maintaining client relationship. Our IT department is in charge of the
operations and maintenance of the SaaS System, and strive to continuously upgrading it to
adapt to our business growth and the developments in the dental industry.
Meanwhile, the SaaS System is an important component of our Arrail Ecosystem which
covers every component that is integral to our operations, including but not limited to our IT
infrastructure, our training systems, our accumulated know-hows, and our corporate culture.
See “Business—Our Strategies—Continue developing our Arrail Ecosystem to drive internal
and external improvements.” Our client-centric SaaS system is expected to contribute to the
Arrail Ecosystem through enabling an online-to-offline management platform that connects us
with external dental hospitals and clinics and allows players in the broader dental industry to
benefit from improved operational efficiency, training and knowledge sharing, and supply
chain optimization.
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INTELLECTUAL PROPERTY
As of the Latest Practicable Date, we had registered 16 patents, 48 trademarks, one
copyright, and 12 registered domain names in China. See “Statutory and General
Information—B. Further Information about Our Business—2. Intellectual Property Rights” in
Appendix IV to this document for more details.
During the Track Record Period and up to the Latest Practicable Date, we were not
engaged in or threatened with any material disputes or claims of infringement of any
intellectual property rights with third parties, whether as a claimant or as a defendant. We
believe that we have taken reasonable measures to protect our intellectual property rights and
ensure compliance with applicable intellectual property laws.
SEASONALITY
Our business is subject to minor seasonal fluctuations, normally with relatively weaker
performance during long public holidays such as Chinese new year, primarily due to the fact
that our dental hospitals and clinics typically have fewer patient visits shortly before and after
long public holidays, in line with the dental services market in the PRC.
AWARDS AND RECOGNITIONS
The following table sets forth some of our major awards and recognitions during the
Track Record Period and up to the Latest Practicable Date.

Award/Recognition

Issuing Entity

Time of
Receipt

Consumption Medical KunPeng
Plan Value Contribution Award
(消費醫療鯤鵬計劃價值貢獻獎)
Professional Content Contribution
Award (專業內容共建獎)
People’s Choice Award (最佳人氣
機構)
Golden Deer Award for Best User
Experience (健康金鹿獎年度最佳
用戶體驗品牌)
Annual China Entrepreneurship
Award (年度企業家)

JD Health (京東健康)

2021

Parents BEST (父母世界)

2020

Alibaba Local Life (阿里巴巴本地
生活)
AliHealth (阿里健康)

2019

Diplomats’ Choice Award (最受外
交官喜愛的醫療服務機構)
Annual Public Welfare Practice
Award (年度公益踐行獎)

University of Pennsylvania
Wharton Entrepreneurship
(賓夕法尼亞大學沃頓商學院)
Global Times Diplomat Forum
(環球時報外交官論壇)
The 7th China Charity Festival
(年度中國公益節)
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COMPETITION
China’s private dental services market is highly competitive and fragmented. According
to the Frost & Sullivan Report, as of December 31, 2020, there were five private dental services
providers, including us, that led the market and ahead of their competitors by a great margin
in terms of overall capability of dental services measured by revenues, the number of dental
chairs and the number of dental outlets. In the aggregate, the top five players accounted for
only a small portion of the private dental services market in China. According to the Frost &
Sullivan Report, we were the largest private dental services group in the premium dental
services in China in terms of total revenues in 2020. In addition, we were the third largest
dental services provider in the overall private dental services market in China in terms of
revenues in 2020.
We believe that our ability to compete effectively depends on many factors, including our
ability to expand our network, maintain our high-quality dental healthcare service, our pricing
strategies, our patient satisfaction, our marketing efforts, and the strength and goodwill of our
brand. We intend to leverage our market leadership, deep understanding of the market, a wide
spectrum of dental service offerings and stellar reputation to remain as a leading private dental
services provider in China. See “Industry Overview” for more information.
ENVIRONMENTAL, SOCIAL AND CORPORATE GOVERNANCE
As one of the leading dental services providers in China, we understand that
environmental, social and governance (the “ESG”) management is of great importance for our
long-time development and growth, particularly under the background of ambitious carbon and
climate national targets announced by the PRC government.
We have identified several key ESG areas, including environmental and resources
management, product and service quality, occupational health and work safety, and patients’
data privacy management. We have established a set of ESG policies to mitigate risks in these
areas to ensure that we comply with local laws and regulations. We also realize there are some
meaningful ESG opportunities to support our sustainable development, including transition to
low carbon operations, resources reduction and recycling, green technology innovations and
digitalization.
We realize that a top-down ESG governance framework is necessary for an effective and
efficient ESG management. Currently, our Board of Directors is responsible for our ESG
management agenda, which includes making relevant decisions and monitoring our ESG
performance. Furthermore, we plan to establish our ESG management team which will be
composed of employees from all related departments to implement our ESG strategies and
policies. We will organize ESG capability trainings for our Board of Directors and relevant
employees to support their ESG related work.
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Environmental and Resources Management
We are subject to applicable PRC national and local environmental laws and regulations,
the implementation of which involves regular inspections by local environmental protection
authorities. See “Regulatory Overview—Applicable Laws and Regulations to Our Business in
the PRC—Regulations on Environmental Protection related to Medical Institutions” for more
details.
Solid waste and sewage management
We have implemented internal policies and procedures in this regard. We have formulated
policies to regulate our disposal of medical waste and discharge of wastewater and other
pollutants. There are primarily three types of waste generated from our business operations,
namely, medical solid waste, medical wastewater and domestic waste. We endeavor to reduce
negative impact on environment through strictly adhering to regulatory requirements and our
internal policies. We have also engaged qualified third-party service providers for the disposal
of our clinical waste, which is temporarily stored in accordance with the principle of medical
waste classification, then transferred and processed by qualified logistics company. Each
hospital or clinic has sewage purification equipment to treat the comprehensive wastewater
generated from the medical treatments that take place in our hospitals and clinics, to make sure
the comprehensive wastewater is discharged after having been treated legally. Routine
domestic waste generated from the daily operation of our hospitals and clinics is stored in the
hospital or clinic according to the local garbage classification requirements and then will be
transferred to waste treatment plant by our local property management department.
Our Directors confirm that we have obtained applicable permits and licenses under PRC
environmental laws and regulations that are material to our operations. See
“Business––Licenses, Permits and Approvals—Water Discharge Licenses” for more details.
We have not received any fines or penalties associated with the breach of any environmental
laws or regulations since the commencement of our operations except as otherwise disclosed
in this document. For fiscal 2019, 2020, 2021 and the six months ended September 30, 2021,
the total amount of medical waste generated was 144.7 tons, 166.5 tons, 169.4 tons and 86.2
tons, respectively. During the same periods, our annual cost of medical waste disposal in
compliance with environmental protection rules and regulations was approximately RMB0.7
million, RMB0.8 million, RMB0.6 million and RMB0.5 million, respectively.
Noise control
In terms of noise control, our plant in Qingdao complies with the Class 1 standard in
Table 1 of the “Environmental Noise Emission Standards for Industrial Enterprises”
(GB12348-2008), namely, daytime: 55dB(A) and nighttime: 45dB(A). To meet compliance
requirements, we implement the following noise control measures, among others:
(i)

Installing indoor equipment to reduce noise value with building sound insulation;

(ii) Adding vibration damping pads to mechanical equipment to reduce noise value with
physical vibration damping;
(iii) Placing noise-producing equipment away from the boundaries of the plant to reduce
noise value through distance attenuation.
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Resources management
Our energy consumption is mainly derived from electricity consumption of our hospitals,
clinics and offices. Our electricity consumption is also the main source of our indirect
greenhouse gases emissions. We also use water during our daily operations. We have
implemented measures to increase energy and water efficiency in our operations to fulfill our
environmental and social responsibility. For instance, all the newly founded hospitals and
clinics are equipped with LED lights, automatic temperature control air-conditioning system
and sensor-type faucets. The table below sets forth our electricity and water consumption data
for the periods indicated.

For the Year Ended March 31,
2019
Electricity consumption
(kWh in millions)
Water consumption
(ton in thousands)

2020

2021

For the Six
Months Ended
September 30,
2021

9.1

10.4

10.6

5.4

149.7

172.2

175.2

89.2

Tackle with climate change
Echoing the increasing international focus on climate change, we have identified certain
climate change risks which could adversely affect our business operations through studying
governmental policies and benchmarking our practices against industry peers.
The potential climate change risks can be categorized into transition risks and physical
risks. In response to transition risks, particularly the evolving environmental and climate
regulatory requirements that could increase our environmental compliance costs, we plan to
perform environmental and climate due diligence to ensure our operations comply with the
requirements. In addition, we will make climate change an important topic and actively
communicate with our shareholders and patients during the course of low-carbon economy
transformation. We also plan to purchase more environmentally friendly appliances and assets
per the evolving environmental and climate standards. With respect to physical risks, such as
the increase of extreme weather events which may disrupt our normal operations, destroy our
equipment or cut our supply chain, we plan to reinforce our practices of disaster drills to avoid
potential losses.
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For further discussion on the other key ESG areas we have identified, namely, the areas
of product and service quality, occupational health and work safety, and patients’ data privacy
management, see “—Service Quality Control”, “—Occupational Health, Work Safety and
Environmental Protection” and “—Patients’ Data Privacy Management”.
To sum up, we attach great importance to our ESG management and recognize that an
effective and efficient ESG management requires our continuous efforts and investment and
contribution from a variety of departments and subsidiaries. We endeavor to further improve
the environmental and social data metrics. Furthermore, we plan to prepare and launch our first
ESG report which will include more qualitative and quantitative ESG information and analysis
by the first half of 2022.
EMPLOYEES
As of September 30, 2021, we had a total of 3,337 full-time employees, all of whom were
based in various cities in China. Our employees reflect the geographic footprint we currently
serve. The following table sets forth our employees by functions as of September 30, 2021:
Number of
Employees

% of Total

Dentists
Nursing Staff
Customer Service Staff
General Administrative Staff
Marketing Team

882
1,264
634
371
186

26.4%
37.9%
19.0%
11.1%
5.6%

Total

3,337

100.0%

Function

We believe that maintaining a stable and motivated employee force is critical to the
success of our business. We invest in staff training as we believe the level of technical
knowledge and skill of our dentists plays an important role in our continued success. We
organize various training programs on a regular basis for our employees to constantly enhance
their knowledge and improve their professional skills. We recruit personnel from the open
market and we formulate our recruitment policy based on market conditions, our business
demand and expansion plans. We adopt comprehensive assessment criteria when selecting
candidates, taking into account a number of factors such as experience, skills, and
competencies. We assess the credentials and suitability of candidates through interviews and
aptitude tests as appropriate.
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We offer our employees different remuneration packages based on their positions.
Generally, the remuneration structure of our employees includes salary, benefits and bonus.
Our compensation programs are designed to remunerate our employees based on their
performance, measured against specified objective criteria. We maintain standard employee
benefit plans required by PRC laws and regulations, including housing fund contribution,
pension insurance, medical insurance, workplace injury insurance, unemployment insurance,
and maternity insurance. During the Track Record Period, we failed to make payment of social
insurance and housing provident fund contributions in full for certain of our employees.
Accordingly, we made a provision of RMB2.8 million, RMB3.7 million, RMB2.4 million and
RMB2.2 million for the outstanding social insurance and housing provident fund contributions
for fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021, respectively. We
will formulate a plan to make full contribution pursuant to relevant laws and regulations. In
addition, we have enhanced our internal policies and procedures to ensure compliance with the
relevant laws and regulations. Our human resources department will follow the rules and
policies on social insurance and housing reserve fund contributions for any update. In addition,
we will (i) regularly consult outside counsel to understand whether we are at risk of
non-compliance with the relevant laws and regulations; (ii) regularly prepare reports regarding
our contribution amounts for review by our Board; and (iii) conduct internal trainings for our
Directors, members of senior management and certain employees on the relevant laws and
regulations.
We also employ dispatched workers from employment agencies in the PRC who work as
administrative staff and receptionists, to support our business operations. During the Track
Record Period, we entered into service agreements with certain independent human resources
service providers to engage dispatched workers. According to the service agreements, the
individuals dispatched by the service providers are employees of such providers. The service
providers are therefore required to bear the costs of salaries, social insurance and housing
provident funds or other employee benefits of these dispatched workers, while we are
responsible for paying service fees to such employment agencies.
As of March 31, 2019, 2020, 2021 and September 30, 2021, we had 725, 729, 377 and
111 dispatched workers from employment agencies, respectively. The staff costs attributable to
the dispatched workers accounted for 12.0%, 12.7%, 8.5% and 2.5% of our total employee
benefits expenses during fiscal 2019, 2020 and 2021 and the six months ended September 30,
2021. According to the Interim Provisions on Labour Dispatch (勞務派遣暫行規定, the
“Interim Provisions”) issued on January 24, 2014 and implemented on March 1, 2014 by the
Ministry of Human Resources and Social Security, the number of the dispatched workers shall
not exceed 10% of the total number of the employees.
During the Track Record Period, the number of dispatched workers engaged by us had
exceeded the 10% regulatory threshold. The Company had taken rectification actions for such
non-compliance by directly entering into employment contracts with dispatched workers. As of
the Latest Practicable Date, the number of dispatched workers engaged by us had been reduced
to the percentage below the regulatory limit respectively.
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Pursuant to the Interim Provisions, employers who fail to comply with the relevant
requirements on labor dispatch shall be ordered by the labor administrative authorities to make
rectification within a stipulated period. Where rectification is not made within the stipulated
period, employers may be subject to a penalty ranging from RMB5,000 to RMB10,000 per
dispatched worker exceeding the 10% threshold.
During the Track Record Period and up to the Latest Practicable Date, none of our
subsidiaries had received any notice of rectification from the labor administrative departments.
Given that we have not received any notice of rectification and have taken measures to make
the rectification, our PRC Legal Advisers are of the view that the risk that our relevant
subsidiaries are exposed to pecuniary penalties imposed by the labor administrative authorities
resulting from the fact that our percentage of dispatched workers exceeded 10% of the total
number of workers during the Track Record Period is remote.
The use of dispatched workers grants us access to a greater labor market, brings flexibility
to our labor structure and decreases the risk of liabilities related to regular employments.
Collaboration with employment agents also helps to alleviate tedious hiring process and
minimize the risks of labor shortage. However, employing dispatched workers may also
implicate potential risks, particularly due to the uncertainty in quality of labor supply and
changes in the relevant regulatory regime in China. In addition, dispatched workers may lack
sense of belonging toward our Company, which could lead to an increase in employee turnover
and additional expenses relating to recruitment and training of new staff.
During the Track Record Period and up to the Latest Practicable Date, we have not
experienced any strikes or labor disputes that had any material adverse effect to our operations.
INSURANCE
In line with general market practice, we maintain public liability insurance and business
insurances covering damages to our properties and IT infrastructures, but do not maintain any
business interruption insurance or key person life insurance, which are not mandatory under the
applicable laws. We have not ever had or applied for any medical liability insurance previously.
According to Frost & Sullivan, since the frequency of medical liability claim filed against
dental services providers, the probability of getting sued, and the number of claims won by the
defendants in dental services industry are relatively low in China, it is an industry norm for
dental services providers in China to not to maintain medical liability insurance nor product
liability insurance, and therefore our lack of medical liability insurance and product liability
insurance is in line with industry practice. In addition, the total amount of medical dispute
settlement and other types of monetary compensation paid to our patients and/or their families
by us was less than RMB615,000 during the Track Record Period, which can be sufficiently
covered by our internal resources and funds without any medical liability insurance. As advised
by our PRC Legal Advisers, our dental hospitals and clinics are not required by any applicable
laws or regulations of the PRC to maintain medical liability insurance or product liability
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insurance. For a discussion of risks relating to our insurance coverage, see “Risk
Factors—Risks Relating to Our Business and Industry—Our professional indemnity insurance
coverage and other insurance coverage may not be sufficient to cover the risks related to our
business and operations.”
Our Directors believe that our insurance coverage is adequate for our existing operations
and is in line with industry norm. We periodically review our insurance coverage to ensure that
it remains to be sufficient.
As of the Latest Practicable Date, there was no legal, arbitral or administrative
proceedings current or pending against the Company and its subsidiaries regarding claims
arising out of patient complaints.
PROPERTIES
We are headquartered in Beijing, China. As of the Latest Practicable Date, we leased 224
properties in China with an aggregate gross floor area of approximately 100,684.32 square
meters. Our leased properties are primarily used as premises for our dental hospitals, clinics
and office space.
The relevant lease agreements have lease expiration dates ranging from December 2021
to March 2041, some with renewal options. We are in the process of renewing the lease
agreements that are due to expire in December. These properties are used for non-property
activities as defined under Rule 5.01(2) of the Listing Rules. During the Track Record Period,
we did not experience any material difficulty in renewing our lease agreements or exploring
new premises for our dental clinics.
As of September 30, 2021, none of our properties has a carrying amount of 15% or more
of our consolidated total assets. Therefore, according to section 6(2) of the Companies
(Exemption of Companies and Prospectuses from Compliance with Provisions) Notice, this
document is exempted from compliance with the requirements of section 342(1)(b) of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance in relation to paragraph
34(2) of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance which requires a valuation report with respect to all our interests in land or
buildings.
Title Defects
As of the Latest Practicable Date, among the leased properties used for our dental
hospitals and clinics and denture manufacturing plants, the actual usage of two leased
properties (with an aggregate gross floor area of approximately 3,592.22 square meters,
representing approximately 3.6% of the total leased gross floor area) was inconsistent with the
usage set out in their title certificates or relevant authorization documents. The two leased
properties in question are used for the operation of a hospital and a clinic, respectively.
Revenues generated from the aforementioned clinic and hospital in aggregate were RMB5.5
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million, RMB12.4 million, RMB23.2 million and RMB15.1 million in fiscal 2019, 2020 and
2021 and the six months ended September 30, 2021, respectively, representing 0.5%, 1.1%,
1.5% and 1.8% of our total revenues during the respective periods.
The denture manufacturing plants are operated through Qingdao Donghe Denture
Manufacturing Co., Ltd., or Donghe Denture, a majority-controlled subsidiary of Beijing
Ruisheng founded in 2001. The line of business of Donghe Denture includes manufacturing of
a broad spectrum of dentures, artificial teeth, and orthodontic appliances. Donghe Denture
supplies its dental products to a wide range of dental institutions including many public
hospitals in Shandong Province, China. During the Track Record Period, revenues generated
from Donghe Denture accounted for a minimal portion of our total revenues.
As of the Latest Practicable Date, 14 of our leased properties in China with an aggregate
gross floor area of approximately 2,370.1 square meters were subject to potential title defects,
representing approximately 2.4% of the total gross floor area of our leased properties. These
leased properties are used as dental hospitals and clinics, office space and employee
dormitories. The lessors of such leased properties had not provided us with the relevant title
ownership certificates for the leased properties. Among such 14 leased properties, two are used
for our dental hospital and clinic. One houses a clinic. Revenues generated from the clinic were
RMB2.1 million, RMB2.6 million, RMB8.2 million and RMB3.7 million in fiscal 2019, 2020
and 2021 and the six months ended September 30, 2021, respectively, representing 0.2%, 0.2%,
0.5% and 0.4% of our total revenues during the same periods. The other is with a gross floor
area of approximately 9.1 square meters and is a tiny part of the leased property comprising
of multiple commercial units where we operate a hospital. During the Track Record Period and
up to the Latest Practicable Date, we had not encountered any safety issues or disputes with
respect to these defective leased properties. Failure of our lessors to provide title ownership
certificates does not result in any discount on the rents we contracted to pay. Based on our
experience and knowledge, proper title ownership certificates does not result in any material
premium on the rents charged by the lessors.
As advised by our PRC Legal Advisers, our use of these defective leased properties may
be affected by authorities or third parties’ claims or challenges against the lease. In addition,
if the lessors do not have the requisite rights to lease these defective leased properties, the
relevant lease agreements may be deemed invalid. As a result, we may be required to vacate
these defective leased properties and relocate our dental hospitals and clinics. However, in the
event that we are unable to continue using these defective leased properties, according to the
lease agreements or relevant laws, we, as the tenant, will not need to continue to pay the rents
or the full amounts of such rents. Additionally, it is the responsibility of the lessors to obtain
the title certificates to enter into the leases, and, as a tenant, we will not be subject to any
administrative punishment or penalties in this regard. These statutory protections significantly
mitigate our risks arising from these defective leased properties due to claims for vacation from
the legal owners of the properties.
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Having considered the foregoing, our Directors believe that the title defects described
above will not, individually or in the aggregate, materially affect our business and results of
operation, on the grounds that: (i) during the Track Record Period and up to the Latest
Practicable Date, to the best knowledge of our Directors, our leases with respect to these
defective leased properties had never been challenged by any third parties, (ii) considering
these defective leased properties are geographically dispersed across China under the
jurisdiction of different local governmental authorities, we believe it is unlikely that we would
be at the same time subject to claims of rights from various third parties or required by the
governmental authorities to relocate with respect to these defective leased properties, (iii) we
maintain a pool of dental hospitals and clinic site candidates, and believe we would be able to
relocate to a different site relatively easily should we be required to do so, and (iv) we have
enhanced our internal control measures and procedures to prevent leasing properties with title
defects.
We have adopted internal policies to govern the procedures in relation to lease of
properties. When assessing whether to lease a property, we conduct inspections by way of site
visits and reviewing the necessary documents and title certificates, and take into account
factors including but not limited to expenses, size of the site, land use restrictions, whether the
lessor possesses the relevant title certificates and permits such as building construction permits
and valid property right certificate and whether the conditions of the property fits the purpose
of our operations. Moreover, we require our lessors to register our lease agreements with the
relevant housing administrative authorities. Upon expiry of lease agreements, we assess
potential legal risks and will not renew such lease agreements if we believe the risks associated
with the title defects are too high. In the event that any title defect or non-compliance is
identified, such issues must be reported to the compliance department for rectification
measures. We keep records of relevant licenses and documentation. We also seek PRC legal
advice to determine whether to lease such property as needed.
OCCUPATIONAL HEALTH, WORK SAFETY AND ENVIRONMENTAL PROTECTION
We are subject to the health and safety requirements under PRC law. We have put in place
various workplace safety policies and guidelines aiming to protect the safety, health, and
welfare of our employees, and have required all of our professionals and staff to comply with
those rules. During the Track Record Period and up to the Latest Practicable Date, there has
not been any material incident concerning occupational health or safety, and we had not been
subject to any material fines or other penalties due to non-compliance with health, safety or
environmental regulations.
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LEGAL PROCEEDINGS AND COMPLIANCE
Legal Proceedings
During the Track Record Period and up to the Latest Practicable Date, we had not been
involved in any actual or pending legal, arbitration or administrative proceedings, including
any bankruptcy or receivership proceedings, that we believe would have a material adverse
effect on our business, results of operations, financial condition or reputation. Our Directors
are not involved in any actual or threatened claims or litigations. There are no material legal,
arbitral or administrative proceedings before any court current or pending against, or involving
the properties, or the businesses of our Group or to which any of the properties or members of
our Group is subject. However, we may from time to time become a party to various legal,
arbitration or administrative proceedings arising in the ordinary course of business.
Compliance
During the Track Record Period, we failed to fully make social insurance and housing
provident fund contributions for certain of our employees, which was primarily due to (i)
inconsistent implementation of the PRC laws and regulations by local authorities, (ii) the lack
of sufficient knowledge on understanding the relevant local laws and regulations by the
responsible staff, and (iii) some employees’ unwillingness to make full contributions to the
funds. We estimate that the shortfall in social insurance and housing provident fund
contributions were approximately RMB2.8 million, RMB3.7 million, RMB2.4 million and
RMB2.2 million for fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively.
As advised by our PRC Legal Advisers, if any of the relevant social insurance authorities
is of the view that we failed to make full social insurance contributions for our employees in
accordance with the relevant laws and regulations, it may order us to pay outstanding amounts
within a prescribed time limit, and we may be subject to a late charge at the daily rate of 0.05%
on the outstanding amounts from the date on which such amounts are payable. If such payment
is not made within the prescribed period, the competent authority may further impose a fine
from one to three times the amount of any overdue payment.
As advised by our PRC Legal Advisers, if any of the relevant housing reserve fund
authorities is of the view that we failed to make full housing reserve fund contributions for our
employees in accordance with the relevant laws and regulations, it may order us to make
outstanding payment within a prescribed time limit. If the payment is not made within such
time limit, an application may be made to PRC courts for compulsory enforcement.
We have not historically received any notification from the relevant authorities alleging
that we had not fully made social insurance and/or housing provident fund contributions, nor
have we received any request for payment of any outstanding amounts by the relevant
authorities. Our PRC Legal Advisers have further advised us that the risk we will be imposed
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any administrative penalties by the relevant authorities is remote, provided that, when ordered
by the relevant authorities, we fully pay the outstanding amounts and late charges (where
applicable) within the prescribed time period.
Accordingly, we made a provision of RMB2.8 million, RMB3.7 million, RMB2.4 million
and RMB2.2 million to cover the shortfall in social insurance and housing provident fund
contributions for fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively. We made a provision of RMB7.6 million to cover the shortfall in social insurance
and housing provident fund contributions prior to the Track Record Period.
In addition, we have taken the following internal control rectification measures to prevent
future occurrences of such non-compliance:
•

We have enhanced our human resources management policies, which explicitly
require social insurance and housing provident fund contributions to be made in full
in accordance with applicable local requirements;

•

We will keep abreast of latest developments in PRC laws and regulations in relation
to social insurance and housing provident funds;

•

We will consult our PRC Legal Advisers on a regular basis for advice on relevant
PRC laws and regulations to keep us abreast of relevant regulatory developments;

•

We will regularly prepare reports regarding our contribution amounts for review by
our Board; and

•

We will conduct internal trainings for our Directors, members of senior management
and certain employees on the relevant laws and regulations.

Having considered the foregoing, our Directors believe that such non-compliance would
not have a material adverse effect on our business, results of operations or financial condition
or the [REDACTED], considering that: (i) we had not been subject to any administrative
penalties during the Track Record Period and up to the Latest Practicable Date, (ii) we were
neither aware of any employee complaints filed against us nor involved in any labor disputes
with our employees with respect to social insurance and housing provident funds during the
Track Record Period and up to the Latest Practicable Date, (iii) as of the Latest Practicable
Date, we had not received any notification from the relevant PRC authorities requiring us to
pay for the shortfalls or any overdue charges with respect to social insurance and housing
provident funds, and (iv) as advised by our PRC Legal Advisers, the risk we will be imposed
any administrative penalties by the relevant authorities is remote, provided that, when ordered
by the relevant authorities, we fully pay the outstanding amounts and late charges (where
applicable) within the prescribed time period.
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Except for the subsidiaries in Chongqing where we can only adjust the contribution base
in the first half of a year according to local practice, currently we fully comply with the laws
and regulations on social insurance and housing provident fund contributions. We expect to
fully comply with the relevant PRC laws and regulations for social insurance and housing
provident fund contributions once we can adjust the contribution base no later than May 2022.
During the Track Record Period, we also did not have any non-compliance with the laws
or regulations which, in the opinion of our management, is likely to have a material adverse
effect on our business, financial condition or results of operations.
During the Track Record Period, we were fined or otherwise penalized by relevant
government authorities for certain isolated non-compliance incidents in the ordinary course of
business. 43 of our PRC subsidiaries received 75 administrative penalties by the relevant
government authorities during the Track Record Period, of which 53 incidents were subjected
to fines, amounting to an aggregate of RMB852,180, among which: (i) RMB112,300 (resulting
from 35 incidents against 27 subsidiaries) was fined due to the violation of regulations and
rules related to healthcare administration. The maximum amount of each single incident was
RMB20,000; (ii) RMB1,600 (resulting from five incidents against five subsidiaries) was fined
due to the violation of regulations and rules related to tax administration. The maximum
amount of each single incident was RMB1,000; (iii) RMB460,300 (resulting from five
incidents against five subsidiaries) was fined due to the violation of regulations and rules
related to environmental protection administration. The maximum amount of each single
incident was RMB200,000; (iv) RMB258,980 (resulting from six incidents against four
subsidiaries) was fined due to the violation of regulations and rules related to medical
advertisement administration. The maximum amount of each single incident was RMB174,480;
and (v) RMB19,000 (resulting from two incidents) was fined due to the violation of regulations
and rules related to fire safety administration.
RISK MANAGEMENT AND INTERNAL CONTROL
Risk Management
We are exposed to various risks during our operation. Key operational risks faced by us
include, among others, changes in general dental services market conditions, changes in the
regulatory environment in the PRC private dental services industry, our ability to offer quality
services to our customers, our potential expansion into other regions in PRC, availability of
financing to fund our expansions and business operations, and competition from other market
players. See “Risk Factors” for disclosure on various risks we face. In addition, we face
numerous market risks, such as interest rate, credit and liquidity risks that arise in the normal
course of our business. See “Financial Information—Financial Risk Disclosure” for details.
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We are dedicated to the establishment and maintenance of risk management and internal
control systems consisting of policies, procedures and risk management methods that we
consider to be appropriate for our business operations, to identify, assess, evaluate and monitor
key risks associated with our strategic objectives on an on-going basis. Our Board oversees and
manages the overall risks associated with our operations. We have established an audit
committee to review and supervise the financial reporting process and internal control system
of our Group. In addition, we [have adopted] written terms of reference in compliance with
Rule 3.21 of the Listing Rules and the Corporate Governance Code and Corporate Governance
Report as set out in Appendix 14 to the Listing Rules.
Internal Control
Our Board is responsible for establishing our internal control system and reviewing its
effectiveness. We have designated responsible personnel to monitor the ongoing compliance by
our Company with the relevant PRC laws and regulations that govern our business operations
and oversee the implementation of any necessary measures. In addition, we plan to provide our
Directors, senior management and relevant employees with continuing training programs
and/or updates regarding the relevant PRC laws and regulations on a regular basis with a view
to proactively identify any concerns and issues relating to any potential non-compliance.
In addition, we have adopted a set of internal rules and policies governing the conduct of
our employees. We have established a monitoring system to implement anti-bribery and
anti-corruption measures to ensure that our employees comply with our internal rules and
policies as well as the applicable laws and regulations. We also offer continuing training to our
employees to enhance their knowledge and awareness of the relevant rules and regulations.
We have engaged an independent internal control consultant (the “Internal Control
Consultant”) to perform a review (the “Internal Control Review”) over our internal controls
over financial reporting, covering various processes, including entity-level controls, financial
reporting and disclosure controls, sales accounts receivable and collection, procurement
account payable and payment, assets management, human resources and payroll management,
cash and treasury management, inventory management, information technology, taxation
management, and insurance management. The Joint Sponsors, the Internal Control Consultant
and our Directors have agreed upon the scope of the Internal Control Review and the long form
report issued by the Internal Control Consultant.
The Internal Control Consultant performed the initial Internal Control Review in April
2021 and identified certain areas that require improvements. The high priority
recommendations identified by the Internal Control Consultant include, amongst others: (i) the
need to establish the required terms of reference of the Board of Directors and its
sub-committees, including the Audit Committee and the Remuneration Committee; (ii) the
need to develop a formal internal audit management framework including Internal Audit
Charter, Audit Plan and seek applicants for qualified audit managers; (iii) the need to enhance
the regulatory compliance management functions.
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We have subsequently taken remedial measures in response to the findings. We have
drawn up the required terms of reference of the Board of Directors and its sub-committees,
including the Audit Committee and the Remuneration Committee; we have developed a formal
internal audit management framework and posted job advertisements to seek applicants for
qualified audit managers; we have enhanced the regulatory compliance management functions
including publishing the “Clinic Opening Inspection Policy” and “Advertising Management
Regulation Policy”. The Internal Control Consultant performed follow-up review in June 2021
to review the status of the management actions taken by the Group to address the findings of
the Long Form Review. The Internal Control Consultant did not have any further
recommendation in the Follow-Up Review. The Long Form Review and the Follow-up Review
were conducted based on information provided by the Group and no assurance or opinion on
internal controls was expressed by the Internal Control Consultant.
As of the Latest Practicable Date, there were no material outstanding issues relating to our
internal control.
LICENSES, PERMITS AND APPROVALS
Our Directors, as advised by our PRC Legal Advisers, confirm that, as of the Latest
Practicable Date, except as otherwise disclosed, we had obtained all requisite licenses,
approvals and permits from the relevant government authorities that are material for our
business operations in China. Further, information on the material licenses and permits
necessary for the operation of our business is set out in the section headed “Regulatory
Overview” in this document.
Water Discharge Licenses
As of the Latest Practicable Date, we have obtained water discharge licenses for all of our
dental institutions which are required to be obtained by us.
Fire Safety Filings
During the Track Record Period, some of our dental institutions did not obtain fire safety
filings required by relevant regulatory authorities for their operations.
As of the Latest Practicable Date, we had not obtained the required fire safety filings for
four of our dental institutions consisting of three clinics and one hospital. Among such, we
have made necessary upgrading of fire safety facilities for one clinic and one hospital and
obtained the fire safety filings as of the date of this document. Revenues generated from the
rest two clinics were RMB13.4 million, RMB15.2 million, RMB22.3 million, and RMB12.2
million in fiscal 2019, 2020 and 2021 and the six months ended September 30, 2021,
respectively, representing 1.2%, 1.4%, 1.5% and 1.5% of our total revenues during the
respective periods.
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The fire safety consultant has conducted a comprehensive review and inspection of the
following aspects of the operations of the two clinics through on-site inspection, surveys and
document review, which has covered substantially similar inspection scope that would be
conducted by a competent government authority for us to obtain the relevant fire safety
approval: (i) the compliance of our fire protection system with laws and regulations and
industry standards, (ii) the adequacy of the fire safety equipment and system and emergency
evacuation plan of the clinics, and (iii) the knowledge of our staff in relation to fire protection
management.
According to the reports issued on May 31, 2021 and June 8, 2021, respectively by the
fire safety consultant, these two clinics have no major fire hazards.
We were not able to obtain fire safety filings for these two clinics due to various practical
difficulties, including (i) the former owners of our clinics had not completed the required
as-built acceptance check on fire prevention or fire safety filing before we commenced
business operations, and the relevant local governmental authority currently does not accept
any applications for fire safety inspections that are submitted after the commencement of
business operations and (ii) in the course of the transfer of fire safety-related regulatory
authority from the local fire department to the urban-rural construction department, our fire
safety-related documents were lost and cannot be reissued.
With respect to each of the four dental institutions, as advised by our PRC Legal Advisers,
the maximum exposure for such non-compliance incident includes a penalty in an amount of
up to RMB5,000 and/or being ordered by relevant authorities to suspend the operations of such
dental institutions if they fail to pass the random inspection of the competent authorities.
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Having considered the foregoing, our Directors believe that such non-compliance would
not have a material adverse effect on our business, results of operations or financial condition
on the grounds that (i) we had not been subject to any material administrative penalties during
the Track Record Period, except that in one incident one of our dental institutions in Changsha
was imposed a penalty of RMB4,000 for not making fire safety filings in a timely manner; (ii)
the maximum aggregate potential penalty of RMB20,000, if occurred, would only account for
approximately 0.001% of our revenues in fiscal 2021, which would exert an insignificant
impact on our financial conditions; (iii) due to the insignificant revenue contribution of the
aforementioned dental institutions to our Group, we would be subject to minimal adverse
financial or operational impact, had they been ordered to suspend operations by the competent
authorities; and (iv) we have enhanced our internal control measures and procedures to prevent
re-occurrence of such non-compliance incidents.
Remedial Measures and Internal Controls
We aim to enhance our internal control measures and procedures with respect to the
foregoing to manage associated risks and prevent re-occurrence of such non-compliance
incidents. Set forth below are the key efforts we have made:
•

Employee trainings. We provide regular trainings on fire safety to our staff, which
cover key aspects of our daily operations. We also organize fire drills on a regular
basis to increase fire safety awareness of our employees.

•

Management of licenses and certificates. We have devised our license and certificate
management policies, which govern the timely applications for the required water
discharge licenses and fire safety filings. The license and certificate management
policies explicitly require every new clinic to be opened only after the required
licenses and certificates have been obtained.

•

Designated personnel. According to our license and certificate management
policies, we designate dedicated personnel to manage licenses and certificates
required for our business operation, who are responsible for monitoring the status
and renewal of such licenses and certificates in a timely manner.
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