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SUMMARY

This summary aims to give you an overview of the information contained in this
document. As this is a summary, it does not contain all the information that may be
important to you. You should read this document in its entirety before you decide to
[REDACTED] in the [REDACTED]. There are risks associated with any [REDACTED]
in the [REDACTED]. Some of the particular risks in [REDACTED] in the
[REDACTED] are set out in the section entitled “Risk Factors” in this document. You
should read that section carefully before you decide to [REDACTED] in the
[REDACTED].
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.

–1–

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.

SUMMARY
China’s market has more dental establishments operated by private services providers.
This is because the private sector mainly comprises dental clinics which have less operational,
regulatory and capital requirements, resulting in broader geographic coverage. As a subset of
dental clinics, private dental clinics are broadly distributed geographically, with various
business models corresponding to different market positioning. In addition to common dental
diseases, private dental clinics also provide cosmetic and chronic care programs, pre-treatment
consultation and other personalized customer services. The public sector mainly consists of
dental hospitals, which primarily offer comprehensive and diverse dental treatments to
customers in Tier-1 and Tier-2 cities, and general hospitals with dental departments, which are
typically located in both urban and rural areas catering to common dental treatment demands
of mass population. The number of dental establishments had been growing at a CAGR of 6.5%
from 64,100 in 2015 to 87,700 in 2020. The number of dental establishments is expected to
reach 144,500 in 2025 with a CAGR of 10.4%. In particular, private dental clinics accounted
for 51.9% of the total dental services market in China in 2020, while dental hospitals and
general hospitals with dental departments in aggregate accounted for 48.1% of the total market
share.
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.
Our large, growing and high-caliber team of dentists with expertise and qualifications in
a variety of therapeutic areas plays an important role in the competitiveness of our business.
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.
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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.

•

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. See “Business—Our Customers” for further details.
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 of 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.
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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.
OUR STRENGTHS
We believe the following strengths contribute to our success:
•

Largest Premium Dental Services Group in China and Pioneer of China’s Private
Dental Care Market with Nationwide Footprint

•

Experienced Team of Dentists and Robust Talent Development Framework

•

Leading Dental Services Group with Large and Loyal Patient Base

•

Standardized, Platform-based Operating Model to Ensure Service Quality and
Operational Efficiency

•

Strong Track Record of Successful Expansion

•

Experienced and Visionary Management Team and Cohesive Corporate Culture

OUR STRATEGIES
To achieve our mission and further strengthen our market leadership, we intend to pursue
the following strategies:
•

Continue to empower and train our team of dentists

•

Enhance our brand awareness to expand customer reach

•

Improve Patient Experience

•

Strengthen Arrail presence in key gateway cities and expand Rytime network driven
by organic growth and acquisitions

•

Explore upgrades to our digital infrastructure to increase operational efficiency and
standardization of services across our network

•

Continue developing our Arrail Ecosystem to drive internal and external
improvements
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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.
We offer a diverse range of professional, personalized dental services, consisting of (i)
general dentistry; (ii) orthodontics; and (iii) implantology.
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. Patient complaints
relating to service experience accounted for 61% of our total complaints, and the remaining
39% of our complaints are in relation to treatment outcomes. The total amount of 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. See “Business—Our
Customers—Individual Patients” for further details.
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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, in China, as illustrated in the map below.
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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”.

–6–

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.

SUMMARY
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. See
“Business—Our Suppliers” for further details.
RISK FACTORS
Our business and the [REDACTED] involve certain risks, which are set out in “Risk
Factors” in this document. You should read that section in its entirety carefully before you
decide to [REDACTED] in our Shares. Some of the major risks we face are relating to:
•

An occurrence of a natural disaster, widespread health epidemic or other outbreaks,
such as the outbreak of COVID-19, could have a material adverse effect on our
results of operations.

•

We may not be able to achieve and maintain an optimal balance between our
business expansion and profitability by effectively managing the number and mix of
our hospitals and clinics in different stages.

•

If we fail to ramp up our dental hospitals and clinics as planned, we may continue
to incur operating losses in the future.

•

The establishment of dental hospitals and clinics in the PRC require various permits,
licenses, certificates and government approvals. There can be no assurance that we
can obtain or renew any of them in a timely manner or at all.

•

We lease properties in various place as premises for our dental hospitals and clinics
and office space. Any non-renewal of leases, substantial increase in rent, or any
failure to comply with applicable laws and regulations may affect our business and
financial performance.

•

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.

•

We conduct our business in a heavily regulated industry and incur on-going
compliance costs as well as face penalties for non-compliance.
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•

Our professional indemnity insurance coverage and other insurance coverage may
not be sufficient to cover the risks related to our business and operations.

•

Our results of operations, financial condition and prospects may be adversely
affected by fair value changes in our bond and warrants.

•

We are exposed to changes in the fair value of financial assets measured at fair value
through profit or loss and valuation uncertainties due to the use of unobservable
inputs.

•

We are dependent on our dentists. Our financial results may be affected if we are not
able to retain our existing dentists or attract suitable professionals to join us.

•

We may be subject to complaints, investigations or legal proceedings relating to
alleged malpractice or misconduct in the services provided by our employees, which
could harm our reputation, brand image and results of operations.

•

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.

•

We may not be able to protect our patient information from leakage or improper use,
which could expose our Group and our staff to claims or litigation.

•

Any disruption, malfunction or breakdown of our business management system and
network security may interrupt our business operations and materially and adversely
affect our business.

SUMMARY OF HISTORICAL FINANCIAL INFORMATION
The following tables set forth the summary financial data from our consolidated financial
information for the Track Record Period, extracted from the Accountant’s Report set out in
Appendix I to this document. The summary consolidated financial data set forth below should
be read together with, and is qualified in its entirety by reference to, the Accountant’s Report
set out in Appendix I to this document, including the notes thereto.
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Summary of Consolidated Income Statements
For the Year Ended March 31,
2019
RMB

For the Six Months Ended September 30,

2020
%

RMB

2021
%

RMB

2020
%

RMB

2021
%

RMB

%

(RMB in thousands, except for percentages)
(unaudited)
Revenues
Cost of sales

1,080,291 100.0% 1,099,868 100.0% 1,515,127 100.0%
(916,519) (84.8%) (988,477) (89.9%) (1,150,707) (75.9%)

720,321 100.0%
(537,514) (74.6%)

841,339 100.0%
(653,882) (77.7%)

Gross profit
Selling and distribution expenses
Administrative expenses
Research and development expenses
Net impairment loss on
financial assets

163,772
(105,576)
(103,878)
(19,111)

182,807
(37,350)
(71,433)
(8,674)

25.4%
(5.2%)
(9.9%)
(1.2%)

187,457
(38,377)
(103,018)
(10,319)

22.3%
(4.6%)
(12.2%)
(1.2%)

(5,476) (0.4%)

(2,087) (0.3%)

4,523

0.5%

2,286

2,782

2,810

0.3%

15.2%
(9.8%)
(9.6%)
(1.8%)

111,391
(84,825)
(112,680)
(27,495)

10.1%
(7.7%)
(10.2%)
(2.5%)

364,420
(79,122)
(130,330)
(27,311)

24.1%
(5.2%)
(8.6%)
(1.8%)

(14,782) (1.4%)

(16,706) (1.5%)

Other (losses)/gains – net

(4,468) (0.4%)

(3,129) (0.3%)

Operating (loss)/profit
Finance income
Finance costs

(84,043) (7.8%)
8,796 0.8%
(37,458) (3.5%)

(133,444) (12.1%)
9,326 0.8%
(48,011) (4.3%)

124,467 8.2%
7,581 0.5%
(51,914) (3.4%)

66,045 9.2%
4,438 0.6%
(23,790) (3.3%)

43,076 5.1%
5,979 0.7%
(32,251) (3.8%)

Finance costs – net
Share of net (loss)/profit of associates
and joint ventures accounted for using
the equity method
Re-designation to Series E preferred
shares from issued ordinary and
preferred shares
Fair value change of convertible
redeemable preferred shares
Fair value change of bond
Fair value change of warrants
Fair value change of derivative liabilities
Fair value difference between termination
of the warrants and recognition of
derivative liabilities

(28,662) (2.7%)

(38,685) (3.5%)

(44,333) (2.9%)

(19,352) (2.7%)

(26,272) (3.1%)

(9,939) (0.9%)

(2,716) (0.3%)

–

–

(192,818) (17.8%)
–
–
–
–
–
–

–

–

0.4%

0.2%

267

0%

829

0.1%

–

(196,712) (13.0%)

–

–

–

–

(146,049) (13.3%)
–
–
–
–
–
–

(424,289) (28.0%)
(16,677) (1.1%)
(26,802) (1.8%)
–
–

(215,234) (29.9%)
(5,309) (0.7%)
(7,527) (1.0%)
–
–

(428,109)
(22,650)
(13,686)
(1,129)

(50.9%)
(2.7%)
(1.6%)
(0.1%)

–

–

–

2,602

0.1%

–

–

–

–

(11,136) (1.3%)

Loss before income tax
Income tax credit/(expenses)

(315,462) (29.2%)
11,293 1.0%

(320,894) (29.2%)
(4,931) (0.4%)

(581,744) (38.4%)
(16,018) (1.1%)

(181,110) (25.1%)
(6,812) (0.9%)

(459,077) (54.6%)
(5,110) (0.6%)

Loss for the year/period

(304,169) (28.2%)

(325,825) (29.6%)

(597,762) (39.5%)

(187,922) (26.1%)

(464,187) (55.2%)

Loss attributable to:
Owners of the Company
Non-controlling interests

(301,178) (27.9%)
(2,991) (0.3%)

(316,854) (28.8%)
(8,971) (0.8%)

(599,420) (39.5%)
1,658 0.1%

(189,524) (26.3%)
1,602 0.2%

(468,429) (55.7%)
4,242 0.5%

(304,169) (28.2%)

(325,825) (29.6%)

(597,762) (39.5%)

(187,922) (26.1%)

(464,187) (55.2%)
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Non-IFRS Measures
To supplement our consolidated financial statements which are presented in accordance
with IFRS, we also use non-IFRS measures, namely, adjusted EBITDA and adjusted net
(loss)/profit for the year, as additional financial measures, which is not required by, or
presented in accordance with IFRS. We believe that such non-IFRS measures facilitate
comparisons of operating performance from period to period and company to company by
eliminating potential impacts of items that our management do not consider to be indicative of
our operating performance. We believe that such measures provide useful information to
[REDACTED] and others in understanding and evaluating our consolidated results of
operations in the same manner as they help our management. However, our presentation of the
adjusted EBITDA and adjusted net (loss)/profit may not be comparable to similarly titled
measures presented by other companies. The use of such non-IFRS measures has limitations as
an analytical tool, and you should not consider it in isolation from, or as substitute for analysis
of, our results of operations or financial condition as reported under IFRS.
We define adjusted EBITDA as EBITDA (which is loss for the year/period plus income
tax credit/(expenses), depreciation and amortization expenses and net finance costs) for the
year/period adjusted by adding (i) re-designation to Series E preferred shares from ordinary
and preferred shares, (ii) fair value change of convertible redeemable preferred shares, (iii) fair
value change of warrants, (iv) share-based compensation expenses, (v) [REDACTED], (vi)
change in fair value due to modification of bond and (vii) fair value difference between
termination of the warrants and recognition of derivative liabilities.
We define adjusted net (loss)/profit for the year/period as loss for the year/period adjusted
by adding (i) re-designation to Series E preferred shares from ordinary and preferred shares,
(ii) fair value change of convertible redeemable preferred shares, (iii) fair value change of
warrants, (iv) share-based compensation expenses, (v) [REDACTED], (vi) change in fair value
due to modification of bond, (vii) fair value difference between termination of warrants and
recognition of derivative liabilities and (viii) transaction cost on issuance of Series E
convertible redeemable preferred shares.
The following tables reconcile our adjusted EBITDA and adjusted net (loss)/profit for the
year/period presented to the most directly comparable financial measure calculated and
presented under IFRS.
For the Six Months Ended
September 30,

For the Year Ended March 31,
2019

2020

2021

2020

2021

(RMB in thousands)
Loss for the year/period
Add:
Income tax credit/(expenses)

(304,169)

(325,825)

(597,762)

(187,922)

(464,187)

(11,293)

4,931

16,018

6,812

5,110
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For the Six Months Ended
September 30,

For the Year Ended March 31,
2019

2020

2021

2020

2021

(RMB in thousands)
Depreciation and Amortization
Finance costs—net

181,370
28,662

222,616
38,685

228,991
44,333

114,354
19,352

117,526
26,272

EBITDA

(105,430)

(59,593)

(308,420)

(47,404)

(315,279)

–

–

196,712

–

–

192,818
–

146,049
–

424,289
26,802

215,234
7,527

428,109
13,686

1,291
–

445
–

–
5,871

–
–

–
22,517

–

–

–

–

9,628

–

–

–

–

11,136

Add:
Re-designation to Series E
Preferred shares from ordinary
and preferred shares(1)
Fair value change of convertible
redeemable preferred shares(2)
Fair value change of warrants(3)
Share-based compensation
expenses(4)
[REDACTED](5)
Change in fair value due to
modification of bond(6)
Fair value difference between
termination of the warrants and
recognition of derivative
liabilities(7)
Fair value changes of derivative
liabilities
Adjusted EBITDA
Loss for the year/period
Add:
Re-designation to Series E
Preferred shares from ordinary
and preferred shares(1)
Fair value change of convertible
redeemable preferred shares(2)
Fair value change of warrants(3)
Share-based compensation
expenses(4)
[REDACTED](5)

1,129
88,679

86,901

345,254

175,357

170,926

(304,169)

(325,825)

(597,762)

(187,922)

(464,187)

–

–

196,712

–

–

192,818
–

146,049
–

424,289
26,802

215,234
7,527

428,109
13,686

1,291
–

445
–

–
5,871

–
–

–
22,517
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For the Six Months Ended
September 30,

For the Year Ended March 31,
2019

2020

2021

2020

2021

(RMB in thousands)
Change in fair value due to
modification of bond(6)
Fair value difference between
termination of warrants and
recognition of derivative
liabilities(7)
Transaction cost on issuance of
Series E convertible redeemable
preferred shares(8)
Fair value changes of derivative
liabilities
Adjusted net (loss)/profit for the
year/period

–

–

–

–

9,628

–

–

–

–

11,136

–

–

–

–

9,170

–

–

–

–

1,129

(110,060)

(179,331)

55,912

34,839

31,188

Notes:
(1)

Re-designation to Series E Preferred shares from ordinary and preferred shares represents difference in fair
value of ordinary shares and preferred shares arising from the re-designation of ordinary shares held by certain
existing shareholders to Series E Preferred Shares in connection with Series E Pre-[REDACTED] Investment.
It is adjusted for as the transaction is irregular to the Company’s business operations. In addition, it is not
directly related to our business operations.

(2)

Fair value change of convertible redeemable preferred shares represents change in fair value of the convertible
redeemable preferred shares issued by the Company and relates to changes in the valuation of the Company.
This item is non-cash in nature and is not directly related to our business operations. The convertible
redeemable preferred shares will be re-designated from liabilities to equity as a result of the automatic
conversion into ordinary shares upon the [REDACTED]. Subsequently, we do not expect to record any further
fair value change of convertible redeemable preferred shares.

(3)

Fair value change of warrants represents change in fair value of the outstanding Warrants and relates to
changes in the valuation of the Company. This item is one-off and non-cash in nature. We do not expect to
record any further fair value change of warrants after the [REDACTED], since the Warrants were terminated
on June 29, 2021.

(4)

Share-based compensation expenses incurred during the years ended March 31, 2019 and 2020 arose from
shares granted to a director of the Company which vested during the respective financial years. This item is
adjusted for as it is non-cash and non-operational in nature, and is not indicative of our core operating results.

(5)

[REDACTED] relate to this [REDACTED] of the Company. This item is adjusted for as it is one-off in nature
and is not directly related to its operating activities.

(6)

Change in fair value due to modification of bond represents change in fair value of bond attributable to the
early redemption right entitled to the bond investor pursuant to a new bond investment agreement entered into
on June 29, 2021. This item is adjusted for as it is one-off and non-cash in nature.
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(7)

Fair value difference between termination of warrants and recognition of derivative liabilities represents fair
value of the right that the warrants holder has to re-enter into a warrants purchase agreement under certain
circumstances as stipulated in a deed of termination and undertaking entered into on June 29, 2021. This item
is adjusted for as it is one-off and non-cash in nature.

(8)

Transaction cost on issuance of Series E convertible redeemable preferred shares represents the financial
advisor expenses relating to the issuance of Series E convertible redeemable preferred shares. This item is
one-off in nature. It is adjusted for as the transaction is irregular to the Company’s business operations. In
addition, it is not directly related to our business operations.

Gross Profit Margin
We had gross profit margin of 15.2%, 10.1% and 24.1% for fiscal 2019, 2020 and 2021,
respectively. Our gross profit margin for the six months ended September 30, 2021 was 22.3%,
compared to 25.4% for the six months ended September 30, 2020. For discussion in detail on
the primary causes for the fluctuation in gross profit margin year-over-year, see “Financial
Information—Description of Major Consolidated Statements of Comprehensive Income
Items—Gross profit and gross profit margin”.
For a breakdown of our revenues, gross profit, and gross profit margin by hospitals or
clinics, and by development stage of our hospitals and clinics during the Track Record Period,
see “Business—Our Services—Our Hospitals and Clinics”.
Loss for the Year/Period
We had net losses of RMB304.2 million, RMB325.8 million and RMB597.8 million in
fiscal 2019, 2020 and 2021, and RMB187.9 million and RMB464.2 million for the six months
ended September 30, 2020 and 2021, respectively. For discussion in detail on the primary
causes for the net losses, see “Financial Information—Description of Major Consolidated
Statements of Comprehensive Income Items—Loss for the year/period”.
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. Further, we recorded
substantial and growing net cash inflow from operating activities during the Track Record
Period. 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.
Furthermore, we were in net liability position as of March 31, 2019, 2020 and 2021 and
September 30, 2021, and were in net current liability position as of March 31, 2019, 2020 and
2021, respectively.
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We expect to further improve our financial performance and achieve net profitability in
the near future through continuous revenue growth and improved cost efficiency. We will strive
to strike a balance between our business expansion and the profitability, and 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 through the collective efforts of the Board, the
management teams and the new project committee.
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.
See “Business—Path to Net Profitability” for more details.
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Summary of Consolidated Balance Sheets
As of
September 30,

As of March 31,
2019

2020

2021

2021

(RMB in thousands)
Property, plant and equipment
Right-of-use assets
Other receivables
Total non-current assets

330,479
608,882
179,335

312,154
595,950
188,900

260,842
595,114
185,015

286,150
630,315
102,979

1,288,951

1,282,873

1,257,793

1,226,133

Prepayments
Trade and other receivables
Financial assets at fair value through
profit or loss
Cash and cash equivalents

78,040
111,745

71,440
105,017

104,976
155,935

125,950
238,801

12,324
168,457

77,104
172,618

51,004
676,304

6,034
1,120,584

Total current assets

586,785

620,118

1,092,961

1,642,523

Total assets

1,875,736

1,902,991

2,350,754

2,868,656

Convertible redeemable preferred
shares

2,230,268

–

–

4,072,152

Total non-current liabilities

2,771,979

560,730

549,878

4,662,494

278,332
163,983
168,636

266,470
236,263
254,400

294,668
209,521
194,623

324,877
193,302
189,507

–
–
–
740,290

2,463,404
–
–
3,370,364

3,178,465
167,345
71,126
4,257,453

–
184,569
–
1,117,543

Total liabilities
Net current assets/(liabilities)

3,512,269
(153,505)

3,931,094
(2,750,246)

4,807,331
(3,164,492)

5,780,037
524,980

Share capital
Reserves
Accumulated losses

9,938
140,959
(1,829,231)

9,938
71,380
(2,146,085)

9,447
239,184
(2,748,503)

24,882
230,515
(3,216,932)

Deficit in equity attributable to
owners of the Company

(1,678,334)

(2,064,767)

(2,499,872)

(2,961,535)

41,801

36,664

43,295

50,154

Total deficit in equity

(1,636,533)

(2,028,103)

(2,456,577)

(2,911,381)

Total equity and liabilities

1,875,736

1,902,991

2,350,754

2,868,656

Trade and other payables
Contract liabilities
Borrowings
Convertible redeemable preferred
shares
Bond
Warrants
Total current liabilities

Non-controlling interests
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Current Assets and Liabilities

As of March 31,
2019

2020

2021

As of
September
30,

As of
December
31,

2021

2021

(RMB in thousands)
(unaudited)
Current assets:
Inventories
Prepayments
Trade and other receivables
Financial assets at fair value
through profit or loss
Restricted cash
Time deposits with original
maturity over three months
Cash and cash equivalents
Total current assets

38,455
78,040
111,745

37,500
71,440
105,017

39,036
104,976
155,935

51,850
125,950
238,801

52,346
137,065
164,577

12,324
144,097

77,104
156,439

51,004
65,706

6,034
97,304

–
95,658

33,667
168,457

–
172,618

–
676,304

2,000
1,120,584

2,000
1,107,958

586,785

620,118

1,092,961

1,642,523

1,559,604

278,332
163,983
4,451
168,636

266,470
236,263
5,891
254,400

294,668
209,521
9,565
194,623

324,877
193,302
8,957
189,507

328,846
186,906
8,957
134,491

–
–
–
124,888
–

2,463,404
–
–
143,936
–

3,178,465
167,345
71,126
132,140
–

–
184,569
–
119,972
96,359

–
180,866
–
130,206
95,673

Total current liabilities

740,290

3,370,364

4,257,453

1,117,543

1,065,945

Net current assets/(liabilities)

(153,505)

(2,750,246)

(3,164,492)

524,980

493,659

Current liabilities:
Trade and other payables
Contract liabilities
Current tax liabilities
Borrowings
Convertible redeemable preferred
shares
Bond
Warrants
Lease liabilities
Derivative liabilities
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Summary of Consolidated Statements of Cash Flows
The following table sets forth a summary of our cash flows for the periods indicated:

For the Year Ended March 31,
2019

2020

2021

For the Six Months
Ended September 30,
2020

2021

(RMB in thousands)
(unaudited)
Operating cash flows before
changes in working capital
Changes in working capital
Cash generated from operations
Income tax paid
Net cash generated from operating
activities
Net cash (used in)/generated from
investing activities
Net cash generated from/(used in)
financing activities
Net (decrease)/increase in cash and
cash equivalents
Cash and cash equivalents at the
beginning of the year/period
Effects of exchange rate changes
on cash and cash equivalents
Cash and cash equivalents at
the end of the year/period

114,841
25,613
140,454
(3,645)

109,424
52,181
161,605
(7,311)

357,798
(107,539)
250,259
(7,389)

179,370
(53,903)
125,467
(772)

155,194
(2,347)
152,847
(7,619)

136,809

154,294

242,870

124,695

145,228

(309,309)

(109,594)

61,753

(142,272)

(30,556)

34,444

(43,847)

217,513

158,380

333,370

853

522,136

140,803

448,042

290,385

168,457

172,618

172,618

676,304

16,128

3,308

168,457

172,618

(138,056)

– 17 –

(18,450)

676,304

(6,981)

306,440

(3,762)

1,120,584

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.

SUMMARY
Key Financial Ratios
The following table sets forth certain of our key financial ratios as of the dates or for the
periods indicated:
For the six months ended
September 30,

Year ended March 31,
2019

2020

2021

2020

2021

(unaudited)
Profitability ratios
Gross profit margin(1) (%)
Net profit/(loss) margin(2)
(%)
Non-IFRS Measures
Adjusted EBITDA margin(3)
(%)
Adjusted net (loss)/profit
margin(4) (%)
Capital adequacy ratio
Gearing ratio(5) (%)

15.2

10.1

24.1

25.4

22.3

(28.2)

(29.6)

(39.5)

(26.1)

(55.2)

8.2

7.9

22.8

24.3

20.3

(10.2)

(16.3)

3.7

4.8

3.7

N/A

N/A

N/A

N/A

N/A

Notes:
(1)

Gross profit margin is calculated based on gross profit divided by revenues and multiplied by 100%.

(2)

Net loss margin is calculated based on net loss divided by revenues and multiplied by 100%.

(3)

Adjusted EBITDA margin equals adjusted EBITDA divided by revenues and multiplied by 100%. We
define adjusted EBITDA as EBITDA (which is loss for the year/period plus income tax
credit/(expenses), depreciation and amortization expenses and net finance costs) for the year/period
adjusted by adding (i) re-designation to Series E preferred shares from ordinary and preferred shares,
(ii) fair value change of convertible redeemable preferred shares, (iii) fair value change of warrants, (iv)
share-based compensation expenses, (v) [REDACTED], (vi) change in fair value due to modification
of bond and (vii) fair value difference between termination of the warrants and recognition of derivative
liabilities. For further details, see “—Non-IFRS Measures.”

(4)

Adjusted net (loss)/profit margin equals adjusted net (loss)/profit divided by revenues and multiplied by
100%. We define adjusted net (loss)/profit for the year/period as loss for the year/period adjusted by
adding (i) re-designation to Series E preferred shares from ordinary and preferred shares, (ii) fair value
change of convertible redeemable preferred shares, (iii) fair value change of warrants, (iv) share-based
compensation expenses, (v) [REDACTED], (vi) change in fair value due to modification of bond, (vii)
fair value difference between termination of warrants and recognition of derivative liabilities and (viii)
transaction cost on issuance of Series E convertible redeemable preferred shares. For further details, see
“—Non-IFRS Measures.”

(5)

Gearing ratio is calculated based on total borrowings divided by total equity and multiplied by 100%.
Gearing ratio is not applicable to us during the Track Record Period due to our negative equity position.
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PRE-[REDACTED] INVESTORS
Since the establishment of our Company, we have received several rounds of
Pre-[REDACTED] Investments from the Pre-[REDACTED] Investors. For further details of
the identity and background of the Pre-[REDACTED] Investors and the principal terms of the
Pre-[REDACTED] Investments, please see “History, Reorganization and Corporate
Structure—Pre-[REDACTED] Investments” in this document.
EMPLOYEE INCENTIVE PLAN
On June 25, 2021, the Board has approved to set up a platform in the BVI to hold the
incentive shares in a total amount of 4,798,904 Shares (or 119,972,600 Ordinary Shares
assuming the completion of the Share Subdivision), representing approximately 22.42% of the
total issued share capital of the Company immediately before the [REDACTED], for the
participants under an RSU Scheme adopted by the Company on August 3, 2021. We believe the
RSU Scheme will align the interests of the eligible persons with those of our Group through
ownership of Shares to encourage and retain them to make contributions to the long-term
growth and profits of our Group. In order to maintain a stable ownership of the Company as
well as the dynamics between our founder and the Pre-[REDACTED] Investors, a deed of
voting proxy was executed by the ESOP BVI on October 1, 2021, who irrevocably and
unconditionally appointed Mr. Zou as its true and lawful attorney and proxy with respect to all
the Shares of the ESOP BVI at the Company’s shareholders’ meetings. For further details of
the RSU Scheme, see “History, Reorganization and Corporate Structure—Employee Incentive
Plan” and “Appendix IV—Statutory and General Information—A. Further Information about
Our Company and Our Subsidiaries—6. RSU Scheme.”
On October 1, 2021, 616 employees (of which, (i) 8 of them are Directors and senior
management with a total of 1,076,799 underlying shares granted, representing 29.35% of the
total underlying shares granted, (ii) 272 of them are dentists with a total of 1,476,033
underlying shares granted, representing 40.23% of the total underlying shares granted, (iii) 100
of them are nurses with a total of 108,660 underlying shares granted, representing 2.96% of the
total underlying shares granted, and (iv) the remaining 236 grantees are other supporting staff
with a total of 1,007,449 underlying shares granted, representing 27.46% of the total
underlying shares granted) were approved by the Board to be grantees under the RSU Scheme
with a total of 3,668,941 underlying Shares (or 91,723,525 underlying Shares assuming the
completion of the Share Subdivision), representing approximately 76% of the underlying
Shares to be granted under the proposed RSU Scheme. None of such grantees has interest in
the underlying Shares of more than 2% of our total issued share capital upon completion of the
[REDACTED]. Despite the grant of approximately 76% of the underlying shares to Directors,
senior management and employees on October 1, 2021, the RSU Scheme may still incentivize
the Directors, senior management and employees as the granted RSUs will only become
realizable in four equal installments every six months after the [REDACTED], provided that
the respective grantee holding such RSUs passes the annual performance review administered
by the Board for each of the immediately preceding calendar years. Currently, we do not have
plans to grant RSUs in the near future. If the Company develops a plan to allocate the
remaining incentive shares, the allocation among the Directors/senior management and the
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employees will be in similar proportion as those granted on October 1, 2021. Such allocation
plan will effectively incentivize employees and also retain talents who held different positions
in the Group including dentists, nurses and other supporting staff with sufficient amount of
underlying Shares as incentive awards.
Taking into account the Shares held by the ESOP BVI, Mr. Zou will be interested in
approximately 34.29% of the total share capital of the Company, and therefore he will become
a controlling shareholder (as defined under the Listing Rules) as at the date of this document.
Following the completion of the [REDACTED] (assuming the [REDACTED] is not
exercised), Mr. Zou will be interested in an aggregate of approximately [REDACTED]% of the
total issued share capital of our Company. Irrespective of the composition of the shareholding
of ESOP BVI, as long as the deed of voting proxy conferring the voting power of ESOP BVI
upon Mr. Zou is still in effect and the underlying Shares are still held in escrow, it will not
affect Mr. Zou’s controlling stake in the Company.
Share-based payment expenses relating to the RSUs granted under the RSU Scheme
amounted to not less than RMB90 million, RMB120 million and RMB30 million will be
recognised in profit or loss in the financial years of 2022, 2023 and 2024 respectively.
CONTRACTUAL ARRANGEMENTS
Our Group primarily engages in the provision of premium dental medical services
through dental clinics and hospitals in China, which is a sector where foreign investment is
subject to restrictions under the PRC laws and regulations as advised by our PRC Legal
Advisers. In order to comply with such laws, while availing ourselves of international capital
markets and maintaining effective control over all of our operations, we entered into the
Contractual Arrangements on August 20, 2020. Pursuant to the Contractual Arrangements, we
controlled the maximum equity interest of our VIE Entities to the extent possible as permitted
under the PRC Laws and the requirements under the Listing Rules (except for some minority
interests held by others in some of our subsidiaries) and are entitled to all the economic
benefits derived from the VIE Entities’ operations. For further details, please see “Contractual
Arrangements” in this document.
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The following simplified diagram illustrates the flow of economic benefits from our VIE
Entities to our Company stipulated under the Contractual Arrangements:
(1) Powers of attorney to exercise all shareholder's
rights in Shenzhen Ruijian
(2) Exclusive option to acquire all or part of the equity
interest in and/or assets of Shenzhen Ruijian
(3) First priority security interest over the entire equity
interest in Shenzhen Ruijian

Registered
Shareholder(Note 1)

WFOE

Pay consultant
service fee

Provide consultant
services

100%

Shenzhen Ruijian

30%

30%

30%

10%

30%

17.65%

30%

30%

30%

18%

Hangzhou
Shengbin(Note 7)

30%

10%

Chengdu Wuhou
Ruitai(Note 13)

Chongqing Ruihong Dental
Clinic Co., Ltd. (重慶瑞宏
口腔門診有限公司)(Note 14)

30%

30%

Chongqing Ruihua Dental
Clinic Co., Ltd. (重慶瑞華
口腔門診部有限公司)(Note 15)

Beijing Shengbin(Note 2)

Beijing Ruicheng(Note 3)

Shanghai Yazheng(Note 4)

Shengzhen Ruier(Note 5)

Shanghai Ruitai(Note 6)

Shanghai Shengbin(Note 8)

Qingdao Ruiqi(Note 9)

Chongqing Jinmei(Note 10)

Chongqing Jiuyue(Note 11)

Chongqing Ruitai(Note 12)

Notes:
(1)

The Registered Shareholder is Ms. Zou Lifang, who is a PRC citizen and the sister of our founder Mr. ZOU
Qifang. Ms. Zou holds 100% interest of Shenzhen Ruijian.

(2)

The remaining 70% interest of Beijing Shengbin was held by Beijing Ruisheng, a wholly-owned subsidiary of
the WFOE.

(3)

The remaining 70% interest of Beijing Ruicheng was held by Beijing Ruisheng.

(4)

The remaining 70% interest of Shanghai Yazheng was held by Shanghai Ruicheng, a wholly-owned subsidiary
of the WFOE.

(5)

The remaining 70% interest of Shenzhen Ruier was held by the WFOE.

(6)

The remaining 70% interest of Shanghai Ruitai was held by Shanghai Ruicheng.
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(7)

The remaining 70% interest of Hangzhou Shengbin was held by Shanghai Ruicheng.

(8)

The remaining 70% interest of Shanghai Shengbin was held by Shanghai Ruicheng.

(9)

The remaining 70% and 20% interest of Qingdao Ruiqi was held by Beijing Ruisheng and Chengdu Ruibowen
Hospital Management Center LLP (成都瑞勃文醫院管理中心(普通合夥)), a limited partnership set up by some
of our employees, including Mr. QU Bo and Mr. HU Yunfan, who are senior management of the Company.

(10)

The remaining 82.35% interest of Chongqing Jinmei was held by the WFOE.

(11)

The remaining 70% interest of Chongqing Jiuyue was held by Chongqing Ruijing, a wholly-owned subsidiary
of the WFOE.

(12)

The remaining 70% and 12% interest of Chongqing Ruitai was held by Chongqing Ruijing and Chongqing
Ruibang Xingtai Hospital Management Center LLP (重慶瑞邦興泰醫院管理中心(普通合夥)), a limited
partnership set up by some of our employees, including Mr. HU Xing, who is our senior management.

(13)

The remaining 90% interest of Chongqing Wuhou Ruitai was held by Chongqing Ruijing.

(14)

The remaining 70% interest of Chongqing Ruihong Dental Clinic Co., Ltd. (重慶瑞宏口腔門診有限公司) was
held by Chongqing Ruijing.

(15)

The remaining 70% interest of Chongqing Ruihua Dental Clinic Co., Ltd. (重慶瑞華口腔門診部有限公司) was
held by Chongqing Ruijing.

On January 1, 2020, the FIL and the FIL Implementing Regulation came into effect, which
have become the legal foundation for foreign investment in the PRC. Although neither the FIL
nor the FIL Implementing Regulation explicitly stipulate the contractual arrangements as a
form of foreign investment, there are possibilities that future laws, administrative regulations
or provisions prescribed by the State Council may regard the Contractual Arrangements as a
form of foreign investment, at which time it will be uncertain whether the Contractual
Arrangements will be deemed to be in violation of the foreign investment access requirements
and how the above-mentioned Contractual Arrangements will be handled. Please refer to the
section headed “Risk Factors—Risks Relating to our Contractual Arrangements” in this
document for further details.
CONTINUING CONNECTED TRANSACTIONS
We have entered into certain transactions which would constitute partially-exempt or
non-exempt continuing connected transactions under Chapter 14A of the Listing Rules after the
[REDACTED]. Further particulars about such transactions together with the application for a
waiver from strict compliance with the relevant requirements under Chapter 14A of the Listing
Rules are set out in the section headed “Connected Transactions” in this document.
OUR CONTROLLING SHAREHOLDERS
On June 25, 2021, the Board has approved to set up a platform in the BVI to hold
incentive shares in a total amount of 4,798,904 Ordinary Shares, representing approximately
22.42% of the total issued share capital of the Company immediately prior to the
[REDACTED], for the participants under an RSU Scheme adopted by the Company on August
3, 2021. In order to maintain a stable ownership of the Company as well as the dynamics
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between our founder and the Pre-[REDACTED] Investors, the voting rights of the ESOP BVI
is held by Mr. Zou by way of proxy. Taking into account the Shares held by the ESOP BVI,
Mr. Zou is interested in approximately 34.29% of the total share capital of the Company, and
therefore he is a controlling shareholder (as defined under the Listing Rules) as at the date of
this document. Following the completion of the [REDACTED] (assuming the [REDACTED]
is not exercised), Mr. Zou will be interested in an aggregate of approximately [REDACTED]%
of the total issued share capital of our Company, comprising: (i) Shares representing
approximately [REDACTED]%, [REDACTED]% and [REDACTED]% of the share capital
of our Company held through Rise Day Holdings Limited, Mingda International Limited and
Beier Holdings Limited, respectively, (ii) Shares representing approximately [REDACTED]%
of the share capital of our Company held by Mr. Zou directly, and (iii) the voting rights
conferred upon Mr. Zou by ESOP BVI through proxy representing approximately
[REDACTED]% of the share capital of the Company. Therefore, Mr. Zou, Rise Day Holdings
Limited, Mingda International Limited, Beier Holdings Limited and the ESOP BVI will be
treated as a group of Controlling Shareholders before the [REDACTED], and Mr. Zou, Rise
Day Holdings Limited, Mingda International Limited, Beier Holdings Limited and the ESOP
BVI will, collectively, remain as our Controlling Shareholders after the completion of the
[REDACTED].
KEY OPERATING METRICS
Patient Visits
The following table sets forth the details of our patient visits to our dental hospitals and
clinics during the Track Record Period.

For the year ended March 31,

Total patients
Total patient visits
Average revenues per
patient visit (RMB)

2019

2020

2021

494,267
1,063,562

509,146
1,076,054

987.0

978.7

For the six months
ended September 30,
2020

2021

577,996
1,371,046

289,357
626,369

398,785
805,049

1,071.8

1,119.5

1,020.9

Our total patient visits and average revenues per patient visit remained relatively stable
from fiscal 2019 to 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 2021, in line with the recovery in our business as the
COVID-19 pandemic came under control in China.
Our total patient visits increased from the six months ended September 30, 2020 to the
six months ended September 30, 2021, in line with the recovery in our business as the
COVID-19 pandemic came under control in China. Our average revenues per patient visit were
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RMB1,119.5 in the six months ended September 30, 2020, compared to RMB1,020.9 in the
same period in 2021, mainly because we had more complex dental treatments and fewer
general dentistry treatments such as tooth cleaning during the former period amid COVID-19,
driving up revenues per patient visit.
OUR INDUSTRY
The Chinese dental market is still relatively underpenetrated and fragmented compared to
developed nations. According to the Frost & Sullivan report, the top five players in the private
dental services market in 2020 only accounted for an aggregate of 8.5% of the total market
share in terms of revenues. With the growing dental services market, dental services providers
continue to compete for market share. The dental services market can be segmented into three
categories: small dental services providers, regional chain dental services providers, and
national chain dental services providers. According to the Frost & Sullivan report, small dental
services providers operate a single dental clinic in a specific location; regional chain dental
services providers operate multiple dental clinics across a single region; and national chain
dental services providers operate multiple clinics across multiple regions.
China’s market has more dental establishments operated by private services providers.
This is because the private sector mainly comprises dental clinics which have less operational,
regulatory and capital requirements, resulting in broader geographic coverage. As a subset of
dental clinics, private dental clinics are broadly distributed geographically, with various
business models corresponding to different market positioning. In addition to common dental
diseases, private dental clinics also provide cosmetic and chronic care programs, pre-treatment
consultation and other personalized customer services. The public sector mainly consists of
dental hospitals, which primarily offer comprehensive and diverse dental treatments to
customers in Tier-1 and Tier-2 cities, and general hospitals with dental departments, which are
typically located in both urban and rural areas catering to common dental treatment demands
of mass population. The number of dental establishments had been growing at a CAGR of 6.5%
from 64,100 in 2015 to 87,700 in 2020. The number of dental establishments is expected to
reach 144,500 in 2025 with a CAGR of 10.4%. In particular, private dental clinics accounted
for 51.9% of the total dental services market in China in 2020, while dental hospitals and
general hospitals with dental departments in aggregate accounted for 48.1% of the total market
share.
With greater access to funds and talent, chain dental services providers are generally
better positioned to compete and obtain additional market shares by leveraging economy of
scale. In particular, national chain dental services providers tend to possess more competitive
advantages, including advanced digitalization, talent acquisition on a national scale, extensive
knowledge sharing and precise capturing of regional consumers through organic growth and
strategic acquisitions. These advantages allow national providers to adapt to changing market
conditions through catering to more patients and providing higher quality services.
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Due to the differences in demographic profiles and gap in spending power between
various regions in China, market fragmentation is expected to remain the norm in the near
future, creating extensive penetration potential for national chain dental services providers.
Our Market Share
According to the Frost & Sullivan report, Arrail Dental accounted for 24.1% of the
premium private dental services market in terms of revenues in 2020; Rytime Dental accounted
for 1.1% of the middle-end private dental services market in terms of revenues in 2020; Arrail
Group accounted for 1.5% of the overall private dental services market in terms of revenues
in 2020.
RECENT DEVELOPMENTS
Subsequent to the Track Record Period and up to the Latest Practicable Date, we opened
one new dental clinic in Beijing.
In fiscal 2022, we expect to incur share-based payment expenses relating to the RSUs
issuable under the RSU Scheme and record fair value change of convertible redeemable
preferred shares primarily related to fair value increase of the convertible redeemable preferred
shares. As a result, we expect to record substantial losses in fiscal 2022.
Zhuhai Hengqin Ruiertai Hospital Investment Co., Ltd. (珠海橫琴瑞爾泰醫院投資有限公
司), a subsidiary of our Company, as purchaser proposed to enter into an investment agreement
with Shenzhen Baocheng Dental Hospital (深圳寶城口腔醫院) (the “Target Company”) and
its existing shareholders (the “Acquisition”). Upon completion of the Acquisition, Zhuhai
Hengqin Ruiertai Hospital Investment Co., Ltd. will hold 14.4% equity interest in the Target
Company in total. For details of the Acquisition, see “History, Reorganization and Corporate
Structure—Post-Track Record Period Investment” in this document.
Impact of COVID-19 on Our Business
Since December 2019, a novel strain of COVID-19, has severely impacted China and
many other countries. On March 11, 2020, the World Health Organization declared COVID-19
a global pandemic. Many businesses and social activities in China and other countries and
regions have been severely disrupted, particularly in the first quarter of 2020, including us. The
Chinese government’s efforts to contain the spread of COVID-19, including city lockdowns or
“stay-at-home” orders, suspension of non-emergency dental care services and temporary
closures of dental hospitals and clinics, restrictions on travel and other emergency quarantines,
have caused significant and unprecedented disruptions to the general economy and normal
business operations across sectors. As a result, China’s overall dental services market had been
negatively impacted. Although many of the quarantine measures within China have been
relaxed and our businesses have resumed growth since the second quarter of 2020, restrictions
were re-imposed in certain cities during the second half of 2020 from time to time.
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Specifically, the COVID-19 pandemic adversely affected our operating and financial
performance in fiscal 2020, in particular, during the fourth quarter of fiscal 2020. In response
to mandated shutdowns and limited operation orders instituted across China from February to
April 2020, the peak of the COVID-19 outbreak in China, we temporarily closed all of our
hospitals and clinics in February 2020, partially resuming operations in March 2020 and fully
resuming operations in May 2020. As a result, we experienced an immediate and drastic
reduction in revenue levels and patient visits, particularly from February 2020 to April 2020,
compared to the same periods in 2019.
COVID-19 had also adversely impacted our gross profit margin, primarily due to the
combination of: (i) the substantial slowdown in revenue growth and (ii) an increase in cost of
sales from fiscal 2019 to 2020, as we still had to pay fixed costs such as rent and employee
salaries for our hospitals and clinics in spite of temporary closures in February through April
2020.
We have experienced steady recovery in our operating performance since April 2020, as
the social and market conditions in China started to improve since late March 2020 when the
COVID-19 outbreak was substantially under control, demonstrated by an upward trend in our
revenues, cost of revenues and gross profit margin.
See “Financial Information—Impact of COVID-19 Pandemic on our Business and
Financial Performance” for more details.
Recent Resurgence of Regional COVID-19 Outbreaks
Since late May 2021, new regional COVID-19 outbreaks have hit certain areas in China
which subsequently spread to several other cities. To contain the spread of COVID-19, local
governments imposed various restrictions on business and social activities, including travel
restrictions and mandate of temporary shutdown of business operations across certain regions.
As a result, we had a slowdown in patient visit growth and revenue growth in the affected areas
from June to November 2021, compared to the same periods in 2020. See “Financial
Information—Impact of COVID-19 Pandemic on our Business and Financial Performance” for
more detailed discussion on the impact of COVID-19 on our patient visits across the regional
markets in June through August 2021.
The COVID-19 pandemic continued into September, affecting the overall dental services
industry. According to Frost & Sullivan, business operations of dental service providers were
disrupted by a series of preventive and control measures implemented by the Chinese
government to contain COVID-19, and dental clinics in major cities suffered disruption to
business operations to varying degrees due to more stringent restrictions. For example, the
municipal government of Beijing has temporarily suspended “multi-site practices” for medical
practitioners. Namely, local medical practitioners are temporarily prohibited from practicing
across multiple sites, which could lead to a shortage of practitioners for the normal operations
of dental services in Beijing. In addition, the local governments mandated temporary closures
of certain of our hospitals and clinics. Consequently, four of our clinics in Xi’an experienced
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temporary closure in late October and early November, and 11 of our clinics in Chengdu and
Chongqing since early November, which has adversely affected our business performance in
the regional markets. As a result, we expect that we will have a decrease in adjusted net profit
(non-IFRS measure) for fiscal 2022.
In September 2021, patient visits in the Northern China market and the Southern China
market were 43,913 and 7,477, down 2.5% and 9.8% from September 2020 respectively, while
the year-on-year growth of patient visits in the Eastern and Western China markets was 7.5%
and 19.4%, respectively, where COVID-19 had relatively small impact. In October 2021,
patient visits in the Northern China market and Southern China market were up 7.7% and 5.8%
from October 2020, while the year-on-year growth of patient visits in the Eastern and Western
China markets was 11.7% and 26.6%, respectively, where COVID-19 had relatively small
impact.
More recently, there have been regional outbreaks of COVID-19 variants including the
highly transmissible Delta and Omicron. In response, local governments in the affected areas
imposed various restrictions on business and social activities, including city lockdowns,
suspension of non-emergency dental care services, restrictions on travel and other emergency
quarantines. Due to the lockdown in the city of Xi’an, all of our dental hospitals and clinics
in the city have been closed temporarily since late December 2021. Our dental clinic in Tianjin
experienced temporary closure for less than a week in January 2022 and has resumed
operations. Our dental hospitals and clinics outside of Xi’an have been operating as usual,
although patients are required to provide proof of negative result of COVID-19 nucleic acid
test within 48 hours when they visit our hospitals and clinics under local regulations. These
factors led to a slowdown in our patient visit growth and revenue growth during the same
period.
Having considered that (i) the governmental authorities have put into significant
resources and efforts to contain the regional COVID-19 outbreaks, and (ii) we do not plan to,
nor are we aware of any government policy to, permanently shut down any of our existing
hospitals or clinics in the affected areas, the Directors believe that despite that we may continue
to experience slowdown in patient visit growth and revenue growth in the short term, the
sporadic regional resurgence of COVID-19 is unlikely to have a material adverse impact on our
business, results of operations and financial conditions as a whole in the long term.
We are closely monitoring the development of the COVID-19 pandemic and continuously
evaluating any potential impact on our business, results of operations and financial condition.
However, the COVID-19 pandemic remains an evolving situation. There is great uncertainty as
to the future development of the disease. For risks relating to potential future outbreak of
COVID-19, see “Risk Factors—An occurrence of a natural disaster, widespread health
epidemic or other outbreaks, such as the outbreak of COVID-19, could have a material adverse
effect on our results of operations.”
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No Material Adverse Change
Our Directors confirm that there has been no material adverse change in our financial,
operational or trading positions or prospects since September 30, 2021, being the end of the
period reported in the Accountant’s Report in Appendix I to this document save as otherwise
disclosed in “—Recent Resurgence of Regional COVID-19 Outbreaks” above.
WORKING CAPITAL
We recorded net liabilities of RMB1.6 billion, RMB2.0 billion, RMB2.5 billion and
RMB2.9 billion and net current liabilities of RMB153.5 million, RMB2.8 billion and RMB3.2
billion as of March 31, 2019, 2020 and 2021, respectively. We had net current assets of
RMB525.0 million as of September 30, 2021. Our net liabilities and net current liabilities
position were primarily due to the impact of our convertible redeemable preferred shares
recorded as financial liabilities. See “Financial Information—Discussion of Certain Key
Consolidated Balance Sheets Items—Right-of-use assets—Net current assets/liabilities” for
more details. Our convertible redeemable preferred shares will be re-designated from liabilities
to equity as a result of the automatic conversion into ordinary shares upon the [REDACTED],
and we, consequently, will return to a net assets and a net current assets position.
We seek to improve our liquidity and profitability as well as ensure our working capital
sufficiency going forward by driving our operating cash flow through our expanding dental
network. 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, and from RMB124.7 million to RMB145.2
million for the six months ended September 30, 2020 and 2021, respectively, primarily driven
by the growth of our business scale and an increasing capacity of fully-fledged hospitals and
clinics. We expect our operating cash flow to further improve as a result of (i) the rapid growth
of business scale, (ii) an increasing number of our hospitals and clinics reaching the
fully-fledged stage, and (iii) our continued efforts to balance revenue growth and the expansion
of our network while achieving and maintaining profitability. As of December 31, 2021, we had
RMB1.1 billion in cash and cash equivalents. We will closely monitor the level of our working
capital, particularly in view of our strategy to continue enhancing our service capabilities and
expanding our geographic footprint.
Taking into account the financial resources available to us, including the estimated net
[REDACTED] from the [REDACTED], our current cash and cash equivalents and our
anticipated cash flows from operations, our Directors are of the view that we have sufficient
working capital to meet our present requirements and for at least the next 12 months from the
date of this document. See “Financial Information—Working Capital” for more detailed
analysis on our working capital sufficiency.
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DIVIDENDS
Under the Articles of Association, our Company in general meeting may declare
dividends in any currency to be paid to our shareholders, provided that no dividend shall
exceed the amount recommended by our Directors. In addition, our Directors may from time
to time pay to our shareholders such interim dividends as appear to our Directors to be justified
by the operating loss of our Company. No dividend may be declared or paid other than out of
profits and reserves of the Company lawfully available for distribution, including share
premium.
We are a holding company incorporated under the laws of the Cayman Islands. As a result,
the payment and amount of any future dividend will also depend on the availability of
dividends received from our subsidiaries. PRC laws require that dividends be paid only out of
the profit for the year calculated according to PRC accounting principles. PRC laws also
require a foreign-invested enterprise to set aside at least 10% of its after-tax profits, if any, to
fund its statutory reserves, which are not available for distribution as cash dividends.
Distributions from us and our subsidiaries may also become subject to any restrictive
covenants in bank credit facilities, convertible bond instruments or other agreements that we
or our subsidiaries may enter into in the future.
No dividend had been paid or declared by our Company during the Track Record Period.
The amount of dividend actually distributed to our shareholders will depend upon our
earnings and financial condition, operating requirements, capital requirements and any other
conditions that our Directors may deem relevant and will be subject to approval of our
shareholders. Our Board has the absolute discretion to recommend any dividend. We currently
intend to retain most, if not all, of our available funds and any future earnings after the
[REDACTED] to fund the development and growth of our business. As a result, we do not
expect to pay any cash dividends in the foreseeable future.
[REDACTED] STATISTICS
The statistics in the following table are based on the assumptions that the Share
Subdivision and the [REDACTED] are completed and [REDACTED] Shares are in issue upon
the completion of the Share Subdivision and the [REDACTED] and that the [REDACTED]
is not exercised.
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[REDACTED]

USE OF [REDACTED]
Assuming an [REDACTED] of HK$[REDACTED] per [REDACTED] (being the
mid-point of the stated range of the [REDACTED] of between HK$[REDACTED] and
HK$[REDACTED] per [REDACTED]), we estimate that we will receive net [REDACTED]
of approximately HK$[REDACTED] million from the [REDACTED] after deducting the
[REDACTED] and other estimated expenses in connection with the [REDACTED]. We intend
to use the net [REDACTED] from the [REDACTED] for the following purposes and in the
amounts set out below, subject to changes in light of our evolving business needs and changing
market conditions:
•

approximately [REDACTED]%, or HK$[REDACTED] million, will be used for
business expansion, opening new Arrail and Rytime hospital and clinics in existing
and new cities;

•

approximately [REDACTED]%, or HK$[REDACTED] million, will be used to
build and optimize our IT infrastructure; and

•

approximately [REDACTED]%, or HK$[REDACTED] million, will be used as
working capital to continue to deliver superior dental services to our clients,
adopting initiatives.

For more details, please refer to section headed “Future Plans and Use of
[REDACTED]—Use of [REDACTED].”
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[REDACTED] EXPENSES
We expect to incur a total of approximately RMB[REDACTED] million of
[REDACTED] in connection with the [REDACTED], representing approximately
[REDACTED]% of the gross [REDACTED] from the [REDACTED] (assuming an
[REDACTED] of HK$[REDACTED] per [REDACTED], being the mid-point of the
indicative [REDACTED] range between HK$[REDACTED] and HK$[REDACTED], and
assuming that the [REDACTED] is not exercised), among which (a) [REDACTED]-related
expenses, including [REDACTED] and other expenses, are expected to be approximately
RMB[REDACTED] million and (b) non-[REDACTED]-related expenses are expected to be
approximately RMB[REDACTED] million, comprising (1) fees and expenses of legal advisers
and accountants of approximately RMB[REDACTED] million and (2) other fees and expenses
of approximately RMB[REDACTED] million. [REDACTED] of approximately
RMB[REDACTED] million were incurred on or before September 30, 2021, of which
RMB[REDACTED] million was charged to our consolidated income statements, while the
remaining amount of RMB[REDACTED] million was capitalized as a prepayment and will be
subsequently charged to equity upon completion of the [REDACTED]. We estimate we will
further incur [REDACTED] and other [REDACTED] expenses of approximately
RMB[REDACTED] million after September 30, 2021, of which RMB[REDACTED] million
will be charged to our consolidated income statements, and RMB[REDACTED] million is
expected to be accounted for as a deduction from equity upon the completion of
[REDACTED]. The [REDACTED] expenses disclosed above are the best estimate as of the
Latest Practicable Date and for reference only. The actual amount may differ from this
estimate.

[REDACTED]
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