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Company Profile

NEEIT

We are 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.

Our mission is to give each of our patients a healthy and confident
smile. Our vision is to become a world-leading dental group.

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.
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E EACH OF
PATIENTS A HEALTHY

ONFIDENT SMILE

Dear Shareholders,

Thank you for your attention and support in the development of
Arrail. | hereby take this opportunity to report to you the basic
information on our operations for the year ended March 31, 2022
and outlook for the business development for the year ending
March 31, 2023.

PERFORMANCE REPORT:

For the year ended March 31, 2022, despite the impact of
the COVID-19 pandemic on the business development of the
Company, we achieved growth in both revenue and Adjusted
Net Profit by fully mobilizing internal resources and improving
operating efficiency. Our revenue increased by 7.2%, visits of
patients increased by 13.7%, and the Adjusted Net Profit of the
Group increased by 18% for the full year. The financial position
of the Group was also improved significantly, with a substantial
increase in financial liquidity. The cash and cash equivalents of
the Group amounted to RMB1.05 billion, representing a year-on-
year increase of 55.6%. Net assets also turned from a negative
RMB2.46 billion in the previous year to a positive RMB1.61 billion.
Benefitted from the efforts of the Company in accumulating
talents, business experience and skills, and capitals, we opened
5 new clinics and added 46 dental chairs during the year ended
March 31, 2022.
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EREHRE

OPERATIONS REVIEW:

1)

2)

Proactively dealing with the pandemic

Since the outbreak of the COVID-19 pandemic in early
2020, like dark clouds hanging in the sky, various
uncertainties were casted over the development of
enterprises. During the year ended March 31, 2022,
our business was seriously impacted by the pandemic,
many clinics had to be shut down, particularly in Xi’an
and Dalian. Thanks to the nationwide coverage of the
Company, the revenue contribution from each region is
balanced, and therefore, the shut-down in one city or place
did not go too far as to have a significant impact on our
overall business and the Company maintained a steady
progress in business operation. In places with large-scale
clinic closures due to the pandemic, our medical and
customer service teams maintained close communications
with customers to prepare for post-pandemic openings.
At the same time, we stepped up efforts in and improved
the quality of online trainings by making full use of the
suspension period to improve the technical capability of
our medical personnel. As being well prepared, each clinic
saw a significant rebound in business after reopening. In
addition, during the pandemic, our medical team actively
participated in the anti-pandemic work and assisted the
government in providing nucleic acid testing and giving
COVID-19 vaccination to more than 400,000 citizens. The
impact of the pandemic on us is the same, but the way to
respond to it may show completely different results after
the pandemic ends.

Greater efforts in business expansion

Despite the impact of the pandemic, we remain confident
to the market. Such confidence comes from our frontline
medical personnel’s engagement with our customers. With
our treatment, some customers get relief from pain and
illness, some have more beautiful smiles, and some are
finally able to nibble an apple years later, which make us
deeply realize the focus on dental health, the pursuit of
beauty and the longing for a better life of the public. We
continued to expand our business during the year ended
March 31, 2022. We opened 5 new clinics with 46 dental
chairs in 2022 and had started the construction of two
hospitals and six clinics with 160 dental chairs, which are
expected to be opened within the year ending March 31,
2023. It is believed that those projects will help maintain a
continuous growth in the coming years.
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3)

4)

Focus on improving operation efficiency

The Company continues to focus on the improvement of
operating efficiency. Starting from the core indicators, i.e.,
RPC (Revenue per chair) and RPD (Revenue per dentist),
it is divided into various other indicators of operation in
respect of customer acquisition, conversion, average
revenue per visit and customer satisfaction, etc. The
Company conducts real-time analysis and conclusions
through “5i5ya” (HEE &), a self-developed operation
platform, to identify the best practice. The Company will
update the operation SOP accordingly so as to improve the
efficiency at each of the clinics. As a result, for the year
ended March 31, 2022, we saw significant improvement
of doctor performance, customer satisfaction and profit
margins.

Encouraging to share the experiences

Dental service is a clinically-based practice with relatively
fixed techniques but varying experiences. Given the
relatively limited number of cases that each person can
take on, only after a long period of accumulation can he or
she become doctor with an expert skill set. On the other
hand, dental service has strong consumption attributes,
and each patient may have different personalities and
different needs. How to meet individualized needs is a
great challenge for customer service personnel. Digitizing
experience is a long-term goal of our work. To this end,
we have established a multi-level and multi-dimensional
experience sharing platform. Learning from each other
and utilizing other people’s strengths to offset our own
weaknesses is the key to the continuous progress of Arrail
people.

3)

4)
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5)

6)

Continuously upgrade the platform

Data is valuable only after being connected and circulated.
The platform is an effective way to promote data
circulation. With the expansion of corporate scale, the role
of platform becomes more prominent. In 2017, we devoted
huge amount of resources to develop an intelligent and
mobile operation management platform. The launch of the
platform has greatly promoted the circulation of operations
data, improved the efficiency of booking management,
increased the capacity of quality control, strengthened
the communication with customers and centralized
procurement of the key supplies. During the year ended
March 31, 2022, we launched the updated EMR (electronic
medical record) 2.0 and upgraded the CRM system, which
further strengthened the clinical quality control, improved
the customer service system and further improved the
operating efficiency.

Listing in Hong Kong

The successful listing on the Stock Exchange is an
important milestone of Arrail Group. We are very optimistic
about the dental market in China. At present, the market
share of Arrail Group is less than 2%, and hence there is
a huge growth opportunity before us. We know clearly that
we could not achieve our growing objective without capital
support. The listing in Hong Kong has broadened the
financing channels and provided more financing options
for our future development. Meanwhile, it has greatly
enhanced the brand influence of Arrail and created more
opportunities for us to attract talents and secure customers.

In preparing for the listing, we sorted out the management
process in a comprehensive way, improved various
compliance requirements and increased the experience of
our management team. | believe that all those efforts will
contribute to our rapid development in the future.

5)

6)

FarEER

FEABEETRASEEE  MEEIE
EHERBOASAN - BECERENE
K- FEEEARMNMNTE - RFE2017F -
BATEE AR TR  BERMEEE
BYs - FaRdE  KAEETEZERE
Hmd - RATENEERE R TEHS
ZHIgE ) - hise TEER ZERER - £
TEEH-EMERRE o 2iZ 202263 A31
BIEFE  BALETHBRETRM2.0
e - FH4 T CRMAR S - #E— a7 2mE
EEH TETEFPRBER  £—FREA
TEEYE -

BRBBLW

KRN EEETER M EhMEEN —EEE
B RPEERFTEMNOBEERD
% - BAT > WEAKENTSENETE 2% B
HAEERNIEEKE - HMAR  BERIE
REGHBEEANSTSE - BE LW RRM
MERERMETRERE RUTEZW
MERE  RBAKENTHBMAENTE
N BEMARIIAS - BEEFAETES
e -

ERELETHBET  RAZEMRETEE
miE - EETEREAGMENR - BRTEEME
%o BAREMBAELEESNEBBEIN SR
PRIRER -



7)

8)

Successfully granted the restricted share units
(“RSUS”)

“Jointly creating value and together sharing results” is the
guideline for this grant of RSUs of Arrail Group. We have
reserved RSUs, which represents 22.4% of the total share
capital of the Company, and have granted 76% of it to 616
employees who represent 18.5% of our total staff. Dental
service is delivered through clinics and has strong retail
attributes. Our frontline management personnel play a key
role in ensuring clinical quality and customer satisfaction.
Therefore, the grantees of such RSUs include all clinic
directors, managers, head nurses and all doctors who
have served in Arrail for more than 5 years. We believe that
the concept of “jointly creating value and together sharing
results” will help us attract more like-minded people and
provide high-quality dental services to more consumers.

Give back to society

Charging itself with social responsibility at all times, Arrail
Group actively participates in public welfare activities and
insists on raising funds for orphans and disabled children.
In fighting the pandemic, the clinics of Arrail Group in
each place actively responded to the government call and
organized volunteers to provide nucleic acid testing. In
May, July and December 2021, Arrail Group and the China
Oral Health Foundation jointly organized volunteers to go
to Guizhou twice and Qinghai once to provide the dental
check-up and treatment for orphans and disabled children,
as well as children in need there. In 2021, RMB120,000
was raised during the charity golf tournaments held by
Arrail Group in Beijing and Shenzhen respectively. Since
2011, Arrail Group has cooperated with the China Oral
Health Foundation to hold charity golf tournaments to raise
funds for the oral healthcare of orphans and disabled
children. So far, more than 40,000 children have been
benefited therefrom. We will continue to do our bit in order
to make more kids smile. During the rainstorm in Henan,
Arrail Group donated RMB1 million to the Red Cross
Society of China to support the disaster relief work.

7)

8)
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BUSINESS OUTLOOK:

In the coming year, we will take “one point, two sides and three
bases” as the guideline for our business development. “One
point” refers to healthy and rapid growth, which is our business
objective; “two sides” refer to talent pool and clinical capability;
“three bases” refer to lean management, digital application and
corporate culture enhancement. “One point, two sides and three
bases” is our internal strength. On the basis of maintaining good
internal strength, we will upgrade and expand both Arrail and
Rytime brands, actively develop new businesses, explore into new
markets, and strive to assume corporate social responsibilities
and walk steadily over great distances.

One point:
Healthy and rapid growth

Since the year ended March 31, 2021, the number of fully-fledged
clinics of Arrail has exceeded 50%, which in turn has resulted in
operating profit. The fully-fledged clinics have been operating for
more than 6 years, which are contributors to the operating profit.
For the year ended March 31, 2022, the number of fully-fledged
clinics accounted for 56%, its revenue accounted for 74% of the
total revenue, and its profit accounted for 96%. We believe that
as long as the proportion of fully-fledged clinics is above 50%,
we will be able to grow on a profitable basis. According to the
development of the existing clinics, if the growth of our dental
chairs maintains at approximately 15%, the number of fully-
fledged clinics will be more than 50%. As such, under normal
circumstances, it is possible that the profit growth is higher than
the revenue growth, while the revenue achieves relatively rapid
growth, thereby achieving the objective of healthy and rapid
growth.

Meanwhile, we will proactively look for acquisition targets so to
enter the new markets.
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Two sides:
Clinical capability

As a medical service enterprise, the clinical quality is the
foundation, and the clinical capability is the key. In terms of
quality control, after more than 20 years of accumulation, we
have established a complete control system and set red lines for
medical operations. With the support of the platform, we have
achieved daily monitoring and regular review. After the EMR
(electronic medical record) 2.0 is launched, we will evaluate and
iterate the existing management and control system to improve
the efficiency of management and control and ensure the clinical
quality.

Over the past 10 years, the dental technology has undergone
tremendous changes, and digitalization and 3D printing
technology have promoted the improvement of clinical
capabilities. The rise of removable braces is actually the
application of digital technology in the field of orthodontics.
Digitalization also has huge application space in the field of
prosthodontics and implantology. We will actively support the
application of new technologies in the clinical field, encourage
innovation, and promote exchanges with international advanced
technical experts, thereby enhancing Arrail’'s overall medical
capabilities. On the other hand, we will improve the construction
of the consultation platform and promote the communication and
sharing among the doctor teams. We will continue to implement
the complex case consultation system and the multidisciplinary
specialized cooperation system, and gather the strength of all
experts within the Group to improve the ability of clinics and
hospitals to handle multidisciplinary cases and complex cases
within the discipline.
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Talent development

The Company will adhere to the “empowerment” strategy,
strengthen the selection and training of talents, and improve the
talent training system. In respect of medical affairs, it will increase
the recruitment of dental specialist and senior dentists while
continuing the on-campus recruiting program, so as to reserve
talents for the development of new projects. The Company plans
to launch its internal dental specialist training program in the
new fiscal year by selecting expert-level dentists as trainers to
recruit experienced dentists as the trainees. The program will
take about one year to complete, so as to cultivate a number of
excellent dentists with strong ability and decent style. In respect
of operations, it will make greater efforts in the selection of
management personnel and the construction of a talent echelon,
and will focus on identifying outstanding personnel with strong
self-motivation, high learning ability, abundant experience in junior
level management and development potential, while increasing
the recruitment of management personnel at all levels and build a
management echelon.

Three bases:
Lean management

The Company will establish 4 working groups to promote lean
management in terms of medical quality, customer service,
marketing and operation process, improve standard processes,
develop training courseware, formulate evaluation rules and
form closed-loop management. Each group will be headed by
the Company’s senior management, and the members will be
mainly frontline managers to ensure that the work of each group is
targeted and implemented. The key objective of lean management
is to ensure clinical quality, improve operational efficiency and
enhance customer satisfaction. Each group will set its own goals
and use OKRs (Objectives and Key Results) to advance their
achievement. The management committee of the Company will
regularly evaluate the work effectiveness of each group and make
necessary adjustments in a timely manner. We expect to promote
the flow of information, solve practical issues and cultivate front-
line teams through working groups.
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Digitalization initiatives

Our goal to promote digitalization is to connect data, digitize
experience and improve clinical efficiency through the application
of digital technology. The application of the Company’s operation
management platform has substantially enhanced our ability to
integrate data. Our digitalization initiatives will focus on improving
operating efficiency in the new fiscal year. Starting from such core
indicators as RPC and RPD, it is divided into various indicators of
operation in respect of customer acquisition, conversion, average
revenue per visit and customer satisfaction, etc., and the data
platform is used for real-time analysis and conclusions to be
updated with the operation condition of our clinics and dentists
in a timely manner. The best working mode is derived from data
analysis, and courseware is prepared for timely promotion.
Meanwhile, the process is regularly iterated based on front-line
feedback to continuously improve performance.

Enhance corporate culture

Service genes are the key to the sustainable development of a
clinical service enterprise, and the environment is a necessary
condition for the survival, growth and development of service
genes. After 23 years of hard work, Arrail Group has accumulated
excellent service genes, built a leading brand and platform, and
gathered a large number of outstanding talents who agree with
its corporate culture and share the same value. On this basis,
we will continue to promote the inheritance of our culture and
improve the connotation of our culture through storytelling and
experience sharing. People are influenced by the environment,
and the environment is the manifestation of culture. We believe
that as long as we continue to cultivate and evolve, Arrail culture
will be inherited and the service genes will grow. Dental services
have strong consumption attributes, and high-quality services are
the only method to attract and retain customers. Arrail culture will
become a solid moat for our sustainable development.
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BRAND UPGRADE AND EXPANSION:
Upgrade Arrail brand

After 23 years of accumulation, Arrail Dental has become a
leading premium dental brand in China. However, we have also
noted that, with the development of the economy, the domestic
consumption capacity has grown substantially over the past 20
years, and the demand for high-quality services has continued
to increase. In order to meet the growing consumer demand, we
decide to launch “Arrail Plus” to upgrade the service standard
and build flagship stores for Arrail. “Arrail Plus” will adopt a new
operation and management model, select experienced clinical
and service personnel, be equipped with advanced equipment,
and provide more comfortable and private spaces. Through “Arrail
Plus”, we expect not only to meet consumer demand and enhance
brand influence, but also lay a foundation for Arrail to enter more
markets.

Expand Rytime coverage

The Company will continue to increase investment in Rytime
brand, and actively expand its coverage while strengthening
the existing markets. We will adopt a strategy of concentrating
resources and focusing on investment, and principally expand
into Southern China and Eastern China. We will proactively seek
partners to enter new cities through acquisitions. We expect to
jointly grow the business with partners, leveraging each other’s
strength.

Meanwhile, we will strengthen the promotion of Rytime brand,
engage more target customer groups through online and offline
interactions, and attract more customers to visit our stores.
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NEW BUSINESS INITIATIVES:
DSO model exploration

After 23 years of practice and accumulation, Arrail has established
a relatively effective management system, independently
developed an operation management platform, accumulated a
large number of excellent clinical cases, built an online training
platform, developed hundreds of training courseware, and
established online supply system. We plan to create a DSO
model that adapts to the current domestic situation through open
platform and output management. We plan to actively explore this
model in the new fiscal year.

Strengthen the development of Environmental, Social and
Governance (ESG) policies

It is an enterprise’s responsibility to assume social responsibilities
and strengthen standardized operations. In the new fiscal year,
we will further strengthen environmental management to save
energy and reduce emissions, and strictly implement the recycling
and management measures for medical wastes. We will continue
to improve standardized management, optimize governance
structure and strengthen risk management and control. We will
endeavor to provide free dental diagnosis to communities, and
actively participate in public welfare activities such as helping the
less fortunate and the disabled and making charitable donations.
We will enhance the communications with the Stock Exchange
and other regulators and shareholders, maintain the transparency
of information, and constantly create value for the Shareholders.

2022 will be a year full of challenges. The ups and downs of the
pandemic have seriously affected consumer confidence. With
material changes in domestic and foreign economy and politics,
certain patterns have been broken with increased uncertainty.
Challenges always go with opportunities. In March 2022, Arrail
Group was successfully listed on the Stock Exchange, and 2022
became a new starting point for the Company’s development.
The way to deal with the challenges is to “never forget why
you started, and your mission can be accomplished”. We will
proactively respond to challenges, uphold the mission of “to give
each of our patients a healthy and confident smile”, and seize
every moment to forge ahead and live up to the expectations.

Mr. Zou Qifang
Chairman
Beijing, PRC
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Steady growth in business scale and
continuous improvement in profitability

EBHERSER, BAENFERS

The total revenues were RMB1.62 billion, representing a year-on- 112 5 clinics were newly opened and 3 clinics were
W year increase of 7.2% Iﬁl Scale of store upgraded/extended
HWEANAR®L6.2687T, R EHAT.2% el Ll r HRESRET, AR/ ERIRZH
1.62 billion
- 16248
%'553’%“9’ 883 27 dentists were added
fas7s gzgtis #2728
— — o 1 526 milLion An increase of 13.7% achieved with repeat visit
’ patien%éi/:its rates of 48.6%
The adjusted net profit was RMB65.77 million, representing a year- PR = #i%13.7%, 1E:2%i£48.6%
@ on-year increase of 18.0%

EERESEFEARK6,57TE T, FtiER18.0%
5591 mnﬁj (gl
55915

2021 2022

The cash reserves were RMB1.05 billion and the operating cash flows

were RMB220 million, representing a strong cash-flow generation

ability
Refm ARK10.5ET, KLRER ARK2.20ET, BER
Rk BE J158%h

Our revenues and our Adjusted Net Profit continued to grow, @&&COVID-19REBETRFERMAER - BHRM
despite the impact of COVID-19 pandemic on our operations from KW A R &AL EF B EIER - 1 F 202243 A4
time to time. For the year ended March 31, 2022, our revenue 31HIFFE @ HFIWKABEE2021F3A31H
increased to RMB1,623.6 million, as compared to the revenue IFFEHENARKE1 515 1GETHEMNEARE
of RMB1,515.1 million recorded for the year ended March 31, 1,623.6E 87T ° RFAMNEHABFFEEHE202243
2021. We achieved an 18.0% increase in our Adjusted Net Profit, FB31BIFFEAARKEES8HEHT  BHE20214F
which was RMB65.8 million for the year ended March 31, 2022, as  3A31HIEFEMARE5.9HET ' #K18.0% °
compared to RMB55.9 million for the year ended March 31, 2021.
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Our patient visits have increased steadily at our existing and MR BELFTHZAILERNEZ2 AN —EEBTE
newly opened clinics and hospitals. We have also seen continued 310 o F{FIF7 A 2 & B R 8922 P I B8 B B U A K
improvement in our clinics and hospitals across all development  MEFIKFHERFHENRZE -

stages, both at revenue level and gross profit level.

We resumed our business expansion following a hiatus after the IR COVID-19& BB £ B IRIEEKIE
outbreak of the COVID-19 pandemic. For the year ended March 3R ° H{E2022F3 831 BILFE » HIEFHHAK
31, 2022, five new clinics have been opened and three clinics #fr WH =KL ETEAIH -

have undergone major upgrades.

Our cash position has been further strengthened by the proceeds — FIHIIR AR E IR 2022F 3 B EB R AT ETH
raised from our Listing on the Stock Exchange in March 2022. &S M TS sRIE M S —2F 58 o

NEWLY OPENED CLINICS
Anap 3
MBEARZER
ﬁ _ * 5 clinics were newly opened with 46 dental chairs added
o SEBHTEMIE - HitaeiR A BT
_ * 3 clinics with 39 dental chairs’ upgrade/extension completed
@ o 3 FBHT (K 39 R PHT) SERMTHE / P IR

Chengdu Xichen Paradise Walk Clinic Beijing Shunyi Ruibo Clinic
&Y mmmrocn {5 ISR AT

Chongging University Town No. 2 Clinic
28wk

Shenzhen OCT Harbour Clinic
Chengdu Financial City Clinic ulj m T B 12 25 =

& b

Chongaing Yorkvilla Cliic
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BUSINESS REVIEW
Overview

We are a leading dental services provider in the premium private
dental service market in China. Founded in 1999, we have served
approximately 8.1 million patient 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. Our network of dental clinics and hospitals
provides a wide array of dental healthcare services across China.
We adopt a dual-brand strategy through our “Arrail Dental” and
“Rytime Dental” brands to serve customers of different economic
and geographic backgrounds. Through decades of commitment
and service in the dental healthcare industry, we have earned
the trust of our patients, and have successfully established an
extensive presence in China, as we are continuing to expand our
footprint nationwide. As of March 31, 2022, we had 105 dental
clinics and seven hospitals in 15 cities across China, with 883
experienced dentists. Our mission is to give each of our patients a
healthy and confident smile, and our vision is to become a world-
leading dental group.

We expanded our business by opening more clinics and hospitals
in Tier-1 and Tier-2 cities across China. During the Reporting
Period, we opened five new clinics with 46 dental chairs. We
expanded and upgraded three clinics to 39 dental chairs. In
addition, there were six clinics with a total of 86 dental chairs and
two hospitals with a total of 75 dental chairs under construction
as of March 31, 2022. We continue to hire competent dentists and
enhance our dental professional team. The number of our dentists
increased by 27 from 856 as of March 31, 2021, to 883 as of
March 31, 2022.
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Our Services

Our clinics and hospitals offer a diverse range of professional and
customized 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 fillings, 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.

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. Our
orthodontists provide orthodontic treatment using a range of
medical dental devices, including fixed and/or removable braces,
headgear, aligners and other appliances.

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 solutions based on the health of
the jawbone and the specific needs of a patient.
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Dual-Brand Operations

As of March 31, 2022, we operated a total of 112 clinics and
hospitals under the brand names of “Arrail Dental” and “Rytime
Dental”, to provide dental services to different demographics
across geographic regions.

Arrail Dental

ARRAILimm

Fabulous Smile . Confident You

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 services and professionals. As of March 31, 2022, we
operated a total of 51 Arrail clinics in seven cities in China, 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.

Rytime Dental
bzl BERTAD

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 March 31, 2022, we operated a total of
seven hospitals and 54 Rytime clinics in 10 cities in China. 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 targeted
regions and cities across China.
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Our Hospitals and Clinics RPMNERRZA

As of March 31, 2022, we operated (i) 105 clinics of which 51 A THE R - 8 ZE20229F3 8318 » H 1A
clinics were under the Arrail Dental brand and 54 clinics were ZH&HBERBEL(H105K2HT (AP inB R @Es1
under the Rytime Dental brand; and (ii) seven hospitals under the R MIEZEOEMRES4R) + M(i)EREP ©

Rytime Dental brand, as illustrated in the map below.

1125
Dental Clinics and
Hospitals
DR B R BB
151
Cities Covered
BEWD
Dentists
B Provinces covercd BEA i
Provinces uncovered 78 £ % 17
A Aurail Clinics B @2 F7
@  Rytime Clinics B Z2F7
)  Rytime Hospitals B2 85t
': : Area of key Operations = 2248 & @ 1],
Notes: Mzt -
(1) Operating data as of March 31, 2022. (1) HZE2022%3 A31 HAEEEUE -

(2) Including four clinics in Changsha operated under exclusive  (2) BIEMRRD 8N RIBEERE A &R &

consultation and service agreements whose financial results BEMDR - HMEEERRBEBRV S RE%E
are not consolidated into our consolidated financial statements A (TEIRR A B3R 2E B |) ROF AR AP0 & 51 EF
in accordance with International Financial Reporting Standards Bk -

(“IFRS").
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The number of our total patients increased from 577,996 for the £ EHABBEHET2021E3831BIEEEN
year ended March 31, 2021 to 676,022 for the year ended March 577,996 A 1% ﬁﬂ§@§2022¢3ﬂ S1THIEFEN
31, 2022, representing an increase of 17.0%, and our total patient 676,022 A » tHE AIEM17.0% » MAEE 2 AR BE
visits increased from 1,371,046 for the year ended March 31, 2021  Z202143 531H ¢$§W1,371 ,046}\/A1'E.‘JJD:.:
to 1,558,947 for the year ended March 31, 2022, representing an & ZE202243 A31H L FEM 1,558,947 AXIRE
increase of 13.7%. The following table sets forth the breakdown  WIEHN13.7% » TREIIZREEI DN EBLELE R

by brands in relation to our operating and financial performance. WIS R IR -
For the year ended March 31,
BZE3ASIHLEE
2022 2021
20224 20214
Total patient visits D AR 1,558,947 1,371,046
Arrail I 560,981 505,912
Rytime ILE0S 997,966 865,134
Total number of dental chairs FRIGHAR 1,214 1,168
Arrail In@ 482 476
Rytime B 732 692
Visits per dental chair BRINBHRDIRE 1,284 1,174
Arrail i 1,164 1,063
Rytime ELE0S 1,363 1,250
Revenue per dental chair (RMB in thousands) &SRIMEHNKRA (ARETT) 1,311 1,258
Arrail I 1,691 1,588
Rytime bETETS 1,061 1,031
Total Number of Patient Visits
BED AR
Arral | Rytime
Fi%e
- |28 A n| 288 e
o | 8 8 o NN -5-0 -
year—on-year increase by 11% year—on—year increase by 15%
FEILL#R11% FEILL iR 15%
Total Number of Dental Chairs Revenue per Dental Chair (RMB in thousands)
TR s FRFEFHBRN (ARETT)
1,691
1,588
- 1,061
1,031
= | g o s
2 gl gl gl sl
2021 2022 2021 2022
46 Dental chairs increased Arrail Rytime
FriiaosR F R ] BE

Note: for the year ended March 31
Hist - BZE3A3IBIEFE
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Employee Retention Rates of
our dentists of the Company
EMFEBELAQARNEER

| 5 years

10 years

15 years

Note: Operating data as at March 31, 2022

As of March 31, 2022, over 50.1% of our full-time dentists had
master’'s degrees or above, and many held titles and qualifications
such as chief medical director or medical discipline leader. Our
team of dentists have on average 10.6 years of post-qualification
experience in the industry. The average monthly revenue
generated per dentist who joined us in 2017, 2018, and 2019
during each calendar year, grew at a CAGR of 53%, 31%, and
80% during their respective employment periods up to the end of
calender year 2021. Dentists with more than five, ten and fifteen
years of experience with us accounted for 31.4%, 11.1% and 5.1%
of our total dentists, which indicates strong employee retention
rates.

Serviced at the Company for over

EZK’A B T{FHBE5%F

Serviced at the Company for over
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Serviced at the Company for over
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Our repeat visit rates, defined as the percentage of patients
that revisited our clinics or hospitals beyond six months after
their initial visits, excluding follow-up consultations of the same
treatment, were 48.6% for the year ended March 31, 2022 (45.8%
for the year ended March 31, 2021). Approximately 22% of our
new patients were referred by our existing patients for the year
ended March 31, 2022.

Significant Investments, Material Acquisitions and
Disposals of Subsidiaries, Associates and Joint Ventures
during the Reporting Period

The Company had no significant investments, material acquisitions
or disposals of subsidiaries, associates and joint ventures during
the Reporting Period.

Events after the Reporting Period

On 2 April 2022, a subsidiary of the Company entered into
an investment agreement to acquire 14.1% equity interest of
Shenzhen Baocheng Dental Hospital for a cash consideration
of RMB25 million. As at 31 March 2022, a deposit amounted to
RMB5 million was paid to the existing shareholders of Shenzhen
Baocheng Dental Hospital for the purpose of first installment for
the consideration.

On 19 April 2022, the Company entered into a subscription
agreement with AP China Unicorn Fund SPC to purchase wealth
management products amounted to US$3,000,000 at a fixed
annualized return rate of 1.2%. The wealth management product
is subject to a lock-up period of six months and can be redeemed
by the Company at any time upon expiration of the lock-up period.

On July 8, 2022, a subsidiary of the Company entered into an
investment agreement to acquire 51% equity interest of Wuxi
Tongshan Dental Hospital Co., Ltd (ZE#HmiEZE O REERARQR)
(the “Investment”). For further details on the Investment, please
refer to the announcement of the Company dated July 8, 2022.

Save as disclosed above, the Company is not aware of any
material subsequent events from the end of the Reporting Period
to the date of this annual report.

Future Plans for Material Investments and Capital Assets

The Group intends to utilize the net proceeds raised from the
Global Offering for business expansion, optimization of our IT
infrastructure and working capital in the manner set out in the
Prospectus and the section headed “Future Prospects” below.
Save as these, the Group does not have any concrete committed
plans for material investments and capital assets in 2022.
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Employees and Remuneration

As of March 31, 2022, we had a total of 3,336 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 March 31, 2022:
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HZE2022F3A318 * HZM#EAS 3,336 828
BE o HEZEZMEMTIE - RMIOEER
BRI B BTFT AR R I E0 E » TR EFIE = 2022
FIAN ALBEEEHHES :

Number of
Function Employees %
BiEE EE A Bk
Dentists £ 883 26.5%
Nursing staff EIEAB 1,238 37.1%
Customer service staff ZRAER 645 19.3%
General administrative staff —RITERAER 361 10.8%
Marketing team = i E X 209 6.3%
Total @at 3,336 100%

We offer our employees different remuneration packages
based on their positions. Generally, the remuneration structure
of our employees includes salary, benefits and bonuses. 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 contributions, pension insurance, medical insurance,
workplace injury insurance, unemployment insurance, and
maternity insurance.

We have also set up a platform in the BVI to hold incentive
shares for a total amount of 119,972,600 shares, representing
approximately 20.6% of the total issued share capital of the
Company as of March 31, 2022, for the participants under the RSU
Scheme. As of March 31, 2022, an aggregate of 616 employees
were approved by the Board to be the grantees with a total of
91,723,525 underlying shares pursuant to the RSU Scheme.

During the Reporting Period, our Group did not experience any
significant problems with its employees due to labour disputes nor
did it experience any difficulty in the recruitment and retention of
staff.
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Future Prospects

The development of the dental services market in China is
mainly driven by economic development, an ageing population,
digitalization, rising public awareness of dental health and other
related factors. According to Frost & Sullivan Report, the market
size of dental services in China reached RMB145.0 billion in
2021 and maintains an average annual growth rate of 20%. It
is expected to reach RMB300.0 billion by 2025. Based on the
experience of overseas developed markets, a chain operation
is generally considered to have greater advantages than an
individual operation in terms of speed of development. Though
the Company’s businesses are under the effect of the COVID
pandemic, we are of the opinion that the demand for dental
services will not vanish and the pandemic will eventually end. As
the pandemic enters a normalized stage in China, the operations
of our affected clinics have also shown a tendency of rebound.
For the year ended March 31, 2022, the Company had 1.558
million patient visits, increased by 13.7% as compared to the year
ended March 31, 2021. We expect such trend will continue.

At the same time, a number of policies concerning the
development of the dental industry, including the “centralized
procurement of dental implants” and the “reform of healthcare
service pricing at public medical institutions (including the
dental departments)”, have been implemented in recent years.
The Company believes that these policies will be conducive to
the publicity and popularization of various dental treatments
and raise dental health awareness of the public, which will
further increase patient visits in dental institutions, especially
for basic treatment. Guided by a number of policies issued by
the state and local governments in China, the private healthcare
development environment in China will continue to be improved in
a standardized, healthy and sustainable manner. Undoubtedly, the
private healthcare will achieve rapid development. As the largest
premium dental chain group in China, the Company will further
benefit from to the core advantages of “Talent, Brand, System”
and seize the huge opportunities arising from the development of
the dental market.
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In the future, the Company is expected to:

7)

2)

3)

Continue to take medical quality management as a lifeline
for enterprise development

Like many industries, quality control is always the essence
of the development of an industry, which also applies to
the dental industry. The Company takes medical quality
as a lifeline for enterprise development and ensures
medical quality through various systems, such as dentist
recruitment, professional training and development,
medical red line management system, specialized case
classification, dentist classification, complex medical
condition discussion, and multidisciplinary treatment, so as
to provide customers with professional dental services.

Intensify talent development with brand influence

The Company will adhere to “empowerment and
assistance” as its talent development principle. In respect
of medical affairs, we will increase the recruitment of
specialists and senior dentists while insisting on on-campus
recruiting; and in respect of operations, it will make greater
efforts in the selection of management personnel and
the construction of a talent echelon, and will focus on
identifying outstanding management personnel with strong
self-motivation, high learning ability and development
potential.

Continuously improve operating efficiency

The Company will continue to focus on the improvement
of operating efficiency. From the core indicators, including
revenue per chair and performance per dentist, to various
other indicators of operation in respect of customer
acquisition, conversion, average customer unit price and
customer satisfaction, etc., the Company will make real-
time analysis and conclusions with its self-developed SaaS
system “5ibya” (HEE &) to be updated with the operation
condition of its clinics and dentists in a timely manner. With
standardized chain operations, the Company expects to
improve the average value of the overall performance and
reduce the variability among clinics.
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Enhance Corporate Culture

Corporate culture endows our Company with a unique
working atmosphere, which will in turn regulate and
affect everyone’'s behavior and way of doing things.
As the corporate culture and core competitive edge of
the Company, “integrity, professionalism and being a
good person” is vital for the Company to achieve cross-
regional development and become a national chain dental
institution. 1t is one of the “moats” of the Company. In
the future, the Company will unswervingly promote and
maintain the construction of its corporate culture.

Continue to strengthen the development of Environmental,
Social and Governance policies

The Company will improve the environmental management
methods to save energy and reduce emissions, and focus
on the management and recycling of medical wastes;
the Company will assume its social responsibilities by
organizing various public welfare activities, such as
continuing to provide free dental diagnosis to communities,
helping the less fortunate and the disabled, supporting
the pandemic prevention and making charitable
donations, to protect the interests of all stakeholders;
and the Company will continue to improve and reinforce
corporate governance and standardized public company
management, optimize governance structure, strengthen
internal control and risk management, further enhance
the communications with the Stock Exchange and other
regulators and shareholders, maintain the transparency
of information, and constantly create value for the
Shareholders.

Impact of COVID-19

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 mandated temporary shutdowns
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 2021 to March 2022, compared to the
same periods in 2020 and 2021.
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The municipal government of Beijing 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 temporary closure in late
October and early November in 2021, and 11 of our clinics in
Chengdu and Chongqging in November and December 2021,
which has adversely affected our business performance in the
regional markets. Due to the lockdown in the city of Xi’an, all of
our dental hospitals and clinics in the city were closed temporarily
in late December 2021, and were reopened around early February
2022. Our dental clinic in Tianjin experienced temporary closure
for less than a week in January 2022 and has resumed operations.

For the year ended March 31, 2022, 34 of our clinics and hospitals
with totally 342 dental chairs were temporarily closed ranging from
1 day to 102 days due to COVID-19, which impacted our capacity
to provide services and prohibited our patients from visiting us. In
addition, many patients postponed their dental treatment plan due
to COVID-19.

Having considered that (i) the governmental authorities have put
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 the fact we may continue to experience slowdowns
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.
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FINANCIAL REVIEW
Overview

The following discussion is based on, and should be read in
conjunction with, the financial information and the notes included
elsewhere in this annual report.

Revenue

During the Reporting Period, we primarily generated revenues
from operating dental clinics and hospitals across the PRC. Our
revenues increased by 7.2% from RMB1,515.1 million for the
year ended March 31, 2021, to RMB1,623.6 million for the year
ended March 31, 2022. This was primarily due to the increase of
patient visits from both our existing and newly-opened clinics and
hospitals.

Revenues by Dental Service Offerings

We offer a diverse range of professional and customized dental
services, covering mainly three dental sectors (i) general
dentistry; (ii) orthodontics; and (iii) implantology. The following
table sets forth a breakdown of our revenues by types of dental
services, both in absolute amount and as a percentage of our
total revenues, for the periods indicated.
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For the year ended March 31,
BZ3A31BLEE

2022 2021
20224 20214
RMB % RMB %
AR® T % AR %
(RMB in thousands, except for percentages)

(AR®ETT - Aotk
General dentistry LEreE 872,586 53.7% 828,452 54.7%
Orthodontics IR 366,264 22.6% 342,273 22.6%
Implantology EEit 353,079 21.7% 299,568 19.8%
Others™ Eo 31,624 2.0% 44,834 3.0%
Total F 1,623,553 100.0% 1,515,127 100.0%

Note: Htat -

(1) Primarily include revenues generated from sale of dental (1) FERERBEEBBERTAEEERIME R

materials in our ordinary course of business and the operation BERAREREEENRA

of our denture manufacturing plants.
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Revenue by Dental Service Offerings
BROEBEERBERSTHBA

. General Dentistry
TEITE

. Orthodontics
IFR R}

» Implantology
TSR

= Others
Hit

Note: for the year ended March 31
Wit BZEIAIHLEFE

Revenues generated from (i) general dentistry increased by
5.3% from RMB828.5 million for the year ended March 31, 2021
to RMB872.6 million for the year ended March 31, 2022; (ii)
orthodontics increased by 7.0% from RMB342.3 million for the
year ended March 31, 2021 to RMB366.3 million for the year
ended March 31, 2022; and (iii) implantology increased by 17.9%
from RMB299.6 million for the year ended March 31, 2021 to
RMB353.1 million for the year ended March 31, 2022.

Revenues by Brand

We adopt a dual-brand strategy through our Arrail Dental and
Rytime Dental brands to provide differentiated dental services to
different target markets. As of March 31, 2022, we operated 51
dental clinics in Tier-1 cities under the Arrail Dental brand, and
operated 55 dental clinics and seven dental hospitals primarily
in Tier-1 and key Tier-2 cities under the Rytime Dental brand.
The following table sets forth a breakdown of our revenues by
brands, both in absolute amount and as a percentage of our total
revenues, for the periods indicated.
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T N17 9% EE E2022F3A31BILFEMAR

#353.1H&ETT °

K fE &) 77 BIHA

RMEBHBER IR O ERERNE R
B AAREEMSREEECOREERY - &
£2022F3A31H AR R ML — 28
TMEESIRAOBRZH  WAREARREEIELE—
BRNELD R HEESSS R ARSI R 7TRO RS
B o TREHIR R EARREMIE R EE S U AR
o MBS S REBRMBIRANBEDLLIR -

31




32

Arrail Group Limited
HESEARAR

Management Discussion and Analysis

BEEEWED T

Revenue by Brand (RMB in thousands)

REEEHBA (AREBTT)
1, 623, 553
1,515,127 -0
.——
49% 49%
o Rytime
B HER

51% 51%

2021 2022

Note: for the year ended March 31
et BE3IASIBLFE

For the year ended March 31,
BE3ASIBLEE

2022 2021
2022%F 20214
RMB % RMB %
AR®T % ARBTT %
(RMB in thousands, except for percentages)
(ARBFT - B LERIN

Arrail Dental ImE R 831,550 51.2% 767,219 50.6%

Rytime Dental ImZE O 792,003 48.8% 747,908 49.4%

Total #st 1,623,553 100.0% 1,515,127 100.0%
Cost of Sales SHERA

Our cost of sales primarily consists of (i) employee benefits
expenses; (ii) depreciation and amortization; and (iii) dental
materials used. Employee benefits expenses primarily consist of
salaries, benefits and bonuses, including social security costs
and housing benefits. Depreciation and amortization expenses
primarily consist of depreciation of our medical equipment, office
equipment and furniture, leasehold improvements, and right-
of-use assets, representing the leases of dental clinics and
hospitals. Dental material used primarily consist of purchase
costs of raw materials and consumables mainly comprising
customized dentures, dental braces, implant and dental crowns
for implantology, orthodontics and restorations.
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The following table sets forth a breakdown of our cost of sales
by nature, both in absolute amounts and as a percentage of total
cost of sales, for the periods indicated.

B mE
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For the year ended March 31,
BE3AMALEE

2022 2021
20224 20214
RMB % RMB %
AR®TT % AR %
(RMB in thousands, except for percentages)
(ARETFT - 8oLkIN

Employee benefits expenses EERMMAX 670,580 52.1% 585,364 50.9%

Depreciation and amortization Yres K gE 227,725 17.7% 213,676 18.6%

Dental materials used Pt AR e R R 253,254 19.7% 232,344 20.2%

Consulting fees BB 43,139 3.4% 34,992 3.0%

Office and property management MARMEEREFRT 45,962 3.5% 44,465 3.9%

expenses

Others™ Hbo 46,336 3.6% 39,866 3.4%

Total st 1,286,996 100.0% 1,150,707 100.0%
Note: Htet -

(1) Primarily include rental expenses, travelling expenses, training (1) TEREHESAYT ZRASX - BIIBAZ &K

expenses and utility expenses. BE -

Our cost of sales increased by 11.8% from RMB1,150.7 million
for the year ended March 31, 2021, to RMB1,287.0 million for
the year ended March 31, 2022, primarily due to (i) the increase
in employee benefits expenses as a result of (a) the increase of
dentists and nursing staff to serve our increased customer base
and (b) the impact of the termination of concessions of the social
security and provident fund; (ii) the increase in dental materials
used as a result of business expansion; and (iii) the increase in
depreciation of property, plant and equipment and right-of-use
assets in line with our business expansion.

BFHEERABEZ2021F3A31BIEFEHA
R#1,150.7 A& T IN11.8% 2 H E 202243 A 31
BIEFEMAREKE1,287.08&L ' TER2HKR()E
BREFIF A (a)7F 2 X EIE A B 18 h0 A BR 7 7 18
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g0« (i) T BRI BHR ZE Rk g a0 ¢ K (iii)
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Gross Profit

Our gross profit decreased by 7.6% from RMB364.4 million for
the year ended March 31, 2021 to RMB336.6 million for the year
ended March 31, 2022, primarily due to (i) the impact of the
termination of concessions of the social security and provident
funds; and (ii) newly-opened clinics and hospitals which are still in
the ramping-up period.

Selling and Distribution Expenses

Our selling and distribution expenses primarily consist of (i)
employee benefits expenses for our sales and marketing staff;
(i) advertising and marketing expenses; and (iii) consulting
fees. The following table sets forth a breakdown of our selling
and distribution expenses, both in absolute amounts and as a
percentage of total cost of revenues, for the periods indicated.
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For the year ended March 31,
BE3A3ALEE

2022 2021
20224 20214

RMB % RMB %

AR®T % AR %

(RMB in thousands, except for percentages)

(ARBETFT - BOLERIN
Employee benefits expenses EERFIFAZ 40,029 50.3% 34,028 43.0%
Advertising and marketing expenses E&ENEHEAY 33,588 42.2% 38,165 48.2%
Consulting fees BHE 2,816 3.5% 2,282 2.9%
Others™ HAdo 3,192 4.0% 4,647 5.9%
Total MEt 79,625 100.0% 79,122 100.0%
Note: Hiat -

(1) Primarily include travelling expenses, training expenses and
recruitment expenses.

Our selling and distribution expenses remained stable at RMB79.1
million for the year ended March 31, 2021 and RMB79.6 million for
the year ended March 31, 2022.

(1) TERREERMAS  HIIFEERBERX
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S1HEFEAARBIOABET
S1TEEFERARKTI6EETT ©

HZE2021%38
HZE202293A



Annual Report 2021/22
2021/22FERE

Management Discussion and Analysis

Administrative Expenses

Our administrative expenses primarily consist of (i) share-based
compensation expenses; (ii) employee benefits expenses for
our directors, senior management and other administrative staff;
(i) listing expenses; (iv) consulting fees; and (v) depreciation
and amortization. The following table sets forth a breakdown of
our administrative expenses, both in absolute amounts and as a
percentage, for the periods indicated.

B mE
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THRX

BANTHAX 2B RHMESHA X : (iHE

EREBREREMITHRARNEERAMS
(i) EFRISE : (iv)BHAE - R(V)ITEREHE - T
HINBMR TR OTHRFAZAM - UBYH S
RAMEBE D IR -

For the year ended March 31,
BZE3AMALEE

2022 2021
20224 20214
RMB % RMB %
AR % AR %
(RMB in thousands, except for percentages)
(AR®ETFT - Btk

Share-based compensation expenses A% 17 Bl i % 95,021 34.4% - -

Employee benefits expenses EERMMAX 83,401 30.2% 72,229 55.4%

Listing expenses Balyilciba 42,501 15.4% 5,871 4.5%

Consulting fees oIk 15,234 5.5% 17,612 13.5%

Depreciation and amortization P& R #E 16,659 6.0% 14,659 11.2%

Office and property management MARMEERFAE 4,903 1.8% 4,108 3.2%

expenses

Auditor’'s remuneration R ET RN T A 3,500 1.3% - -

Others™ E o 14,874 5.4% 15,851 12.2%

Total “et 276,093 100.0% 130,330 100.0%
Note: Htet -

(1) Primarily include travelling expenses, training expenses and
recruitment expenses.

Our administrative expenses increased by 111.9% from RMB130.3
million for the year ended March 31, 2021 to RMB276.1 million for
the year ended March 31, 2022, primarily due to (i) share-based
compensation expenses of RMB95.0 million in connection with the
grant of RSUs to our employees pursuant to the RSU Scheme; and
(ii) the increase of listing expenses.

o) TERRFERMAX - SR RBERX -
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Research and Development Expenses

Our research and development expenses primarily consist of (i)
employee benefits expenses for our research and development
staff; and (ii) consulting fees. The following table sets forth a
breakdown of our research and development expenses, both in
absolute amounts and as a percentage, for the periods indicated.

WEMAX
BANAEAXERRE(N)MEABNEE R
32 R (i) FEAE o TREFIIR IR AR HARE # A 2%
B ABHEBREMEBD LR -

For the year ended March 31,
BZE3H3BLFE

2022 2021
20224 20214
RMB % RMB %
AR¥TT % AR %
(RMB in thousands, except for percentages)
(AR®ETT - Btk

Employee benefits expenses EERFHAZ 26,633 80.9% 25,083 91.8%

Consulting fees e 4,323 13.1% 1,709 6.3%

Depreciation and amortization Y& Mo N 1,596 4.8% 114 0.4%

Others™ Emo 366 1.2% 405 1.5%

Total “et 32,918 100.0% 27,311 100.0%
Note: Mt -

(1) Primarily include travelling expenses, property management
expenses and utility expenses.

Our research and development expenses increased by 20.5%
from RMB27.3 million for the year ended March 31, 2021 to
RMB32.9 million for the year ended March 31, 2022, primarily
because of the increase of consulting fees to develop our
information technology system.

(1) TERRERMAX  MEEERIIKEE -

BT AEZE2021F3A31BIEFEHA
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Net Reversal of Impairment Loss/(Impairment Loss) on
Financial Assets

Net reversal of impairment loss/(impairment loss) on financial
assets refer to impairment charges recorded based on the
difference between the cash flows contractually due and all
the cash flows that we expect to receive from trade and other
receivables. Our net reversal of impairment loss on financial
assets was RMB4.6 million for the year ended March 31, 2022,
compared to net impairment loss on financial assets of RMB5.5
million for the year ended March 31, 2021, primarily due to the
settlement of loans to related parties.

Operating Loss/Profit

For the year ended March 31, 2022, our operating loss was
RMB28.6 million, compared to an operating profit of RMB124.5
million for the year ended March 31, 2021, mainly due to share-
based compensation expenses and listing expenses. Excluding
the share-based compensation expenses and listing expenses,
our operating profit would be RMB109.0 million.

Net Finance Costs

Our net finance costs increased from RMB44.3 million for the year
ended March 31, 2021 to RMB47.4 million for the year ended
March 31, 2022, primarily due to the financing cost incurred for
the issuance of Series E Preferred Shares, offset by the decrease
of interest expense on borrowings.

Fair Value Changes of Convertible Redeemable Preferred
Shares

Our fair value changes of convertible redeemable preferred
shares increased from RMB424.3 million for the year ended
March 31, 2021 to RMB541.1 million for the year ended March 31,
2022, primarily due to the increase of our valuation as a result of
the business growth. Convertible redeemable preferred shares
were converted to ordinary shares upon the Listing, and we do
not expect to record any further fair value change of convertible
redeemable preferred shares.
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Loss for the Year

As a result of the foregoing, our loss for the year increased
from RMB597.8 million for the year ended March 31, 2021 to
RMB696.4 million for the year ended March 31, 2022, primarily
due to the impact of changes in fair value of our convertible
redeemable preferred shares, bond, and warrants and share-
based compensation expenses we incurred during such periods.

Property, Plant and Equipment

Our property, plant and equipment primarily consist of (i) medical
equipment; (ii) office equipment and furniture; (iii) motor vehicles;
and (iv) leasehold improvements. Our property, plant and
equipment increased from RMB260.8 million as of March 31, 2021
to RMB297.8 million as of March 31, 2022 due to newly-opened
clinics and hospitals in line with our business expansion.

Right-of-use Assets

Our right-of-use assets represent leases of dental clinics,
hospitals, and office space in accordance with IFRS 16. Our right-
of-use assets increased from RMB595.1 million as of March 31,
2021 to RMB703.5 million as of March 31, 2022, primarily because
we leased more properties for newly-opened clinics and hospitals.

Net Current Assets

We had net current assets of RMB884.4 million as of March 31,
2022, compared to net current liabilities of RMB3,164.5 million as
of March 31, 2021, primarily because the convertible redeemable
preferred shares were re-designated from liabilities to equity as a
result of the automatic conversion into ordinary shares upon the
Listing.

Trade Receivables

Trade receivables are primarily amounts due from customers
for dental materials sold and dental services performed in the
ordinary course of business. Trade receivables are classified as
current assets if they are expected to be collected in one year or
less. We typically charge our individual patients upon rendering
our services. In addition, for our corporate clients, we usually
grant them a credit period ranging from 10 to 60 days.
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Our trade receivables were RMB72.9 million and RMB71.3
million as of March 31, 2021 and 2022, respectively. Our trade
receivables turnover days were 16 days for the year ended March
31, 2021, and 20 days for the year ended March 31, 2022. The
increase of turnover days was mainly due to the increase in
accounts receivables from commercial and governmental medical
insurance programs.

Other Receivables

Our other receivables primarily consist of (i) loans to related
parties; (i) rental and other deposits; (iii) loans to employees,
net of loss allowance. Our other receivables included in current
assets decreased by 69.2% from RMB83.0 million as of March 31,
2021 to RMB25.6 million as of March 31, 2022, primarily due to
the settlement of loans to related parties and amounts due from
related parties.

Trade and Other Payables

Our trade payables primarily represent the amount due to our
suppliers. Our suppliers typically granted us a credit period
of 90 days. Trade payables are classified as current liabilities
if payment is due within one year or less, and as non-current
liabilities if due over one year. They are recognized initially at their
fair value and subsequently measured at amortized cost using the
effective interest method.

Our trade payables decreased by 38.8% from RMB121.3 million
as of March 31, 2021 to RMB74.2 million as of March 31, 2022,
primarily due to the settlement of trade payable to one of our main
suppliers. Our trade payables turnover days decreased from 79
days for the year ended March 31, 2021 to 58 days for the year
ended March 31, 2022 accordingly.

Other Payables

Our other payables primarily consist of (i) employee benefits
payable; (ii) payables due to related parties and shareholders;
and (iii) taxes payables. Our other payables increased by 14.8%
from RMB173.3 million as of March 31, 2021 to RMB198.9 million
as of March 31, 2022, primarily due to the unpaid consideration
of RMB36.5 million to buy out the share interest from a minority
shareholder of a subsidiary of the Group and the increase of
unpaid listing fees of RMB19.6 million, offset by settlement of
payables due to related parties and shareholders.
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Financial Assets at Fair Value through Profit or Loss

Our financial assets at fair value through profit or loss primarily
represent our investments in wealth management products with
an aggregate principal amount of approximately RMB197.0 million
with a fixed annualized return rate of 1.2% and unlisted debt
instruments of RMB34.7 million. On 10 February 2022, 14 and
15 March 2022, the Company and a subsidiary of the Company
entered into the subscription agreements with Growth Vanguard
Fund SPC to purchase wealth management products amounted
to US$31,040,000 at fixed annualized return rate of 1.2%. The
wealth management product is subject to a lock-up period of one
month and can be redeemed by the Company at any time upon
expiration of the lock-up period. The unlisted debt instruments
represent preferred shares issued by Hangzhou Jarvis Medical
Technology Company Limited* (Mi/NEXBEBEREBRAF),
representing 8.22% of equity interests in that company.

Prepayments

Our prepayments primarily consist of (i) prepayments for braces;
(ii) incremental cost of obtaining contracts, representing the
commissions to dentists; (iii) prepayments for inventories other
than braces; (iv) payment for equipments; and (v) short-term
lease prepayments. Our prepayments increased by 19.7% from
RMB124.0 million as of March 31, 2021 to RMB148.4 million as
of March 31, 2022, primarily due to increase of prepayments
for equipments inventories and leases as result of business
expansion.

Foreign Exchange Exposure

Since we operate mainly in the PRC with most of the transactions
settled in Renminbi, our management considers that our business
is not exposed to significant foreign exchange risk as there
are no significant assets or liabilities which are denominated in
the currencies other than our functional currency. During the
Reporting Period, the Company’s currency translation differences
mainly arise from the translation of the financial statements of our
Company from its functional currency in United States dollars to
the reporting currency in Renminbi.

Our Directors would from time to time review the analysis
prepared by our account department and assess whether there is
any material and adverse impact on our financial performance and
whether we should enter into any hedging or derivative financial
instruments to manage such foreign exchange risk exposures.
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Contingent Liabilities

As of March 31, 2022, we did not have any material contingent
liabilities, guarantees, or legal, arbitration or administrative
proceedings pending or threatened against us that we expect
would materially adversely affect our financial position or results
of operations.

Liquidity and Financial Resources

During the Reporting Period, we financed our operations and
other capital expenditure requirements primarily through cash
generated from our operations and proceeds raised from the
Company’s series E round of financing and the Listing on the
Stock Exchange on March 22, 2022. As of March 31, 2022,
we had cash and cash equivalents of RMB1,052.3 million, as
compared with RMB676.3 million as of March 31, 2021.

There is no material change in the capital structure of the
Company since the date of the Listing. The capital of the
Company comprises only ordinary shares.

Capital Expenditures

Capital expenditures represent purchase of property, equipment
and intangible assets. For the year ended March 31, 2022, we
incurred capital expenditures of RMB120.8 million, compared to
RMB34.0 million for the year ended March 31, 2021, primarily due
to the expansion and renovation of dental clinics and hospitals.
We intend to fund our planned capital expenditures through a
combination of the net proceeds from the Global Offering, bank
facilities and other borrowings, as well as cash generated from
operations.

Borrowings and Gearing Ratio

During the Reporting Period, we incurred borrowings which
were primarily denominated in Renminbi, to finance our capital
expenditure and working capital requirements. As of March 31,
2022, we had obtained bank loan facilities of RMB333.5 million.

As of March 31, 2022, the gearing ratio (calculated as total
borrowings divided by total equity and multiplied by 100%) is
8.5%.

Charge on Asset

As of March 31, 2022, we pledged US$15 million (equivalent to
RMB95.3 million) to a bank as the collateral for bank loans of
RMB80.1 million.
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BEERETEESEN

EXECUTIVE DIRECTORS

Mr. ZOU Qifang (H¥), aged 68, is our founder, chairman of
the Board and chief executive officer. He has been our Director
since May 2001 and was re-designated as an executive Director
in June 2021. Mr. Zou founded our Group in April 1999. He is
responsible for overall strategic planning and business direction
planning, supervising and management of the Group’s business.
Prior to founding our Group, Mr. Zou served as an associate in
Bankers Trust Company, a commercial bank providing wholesale
financial services, from July 1994 to April 1995. He served as a
management consultant in A.T. Kearney (Hong Kong) Limited (!
MIE(HE)BMR AR, a global management consulting firm, from
June 1995 to September 1996. Mr. Zou served as a manager in
Tianjin Smith Kline & French Laboratories Ltd. (FF3EXK )& % 57 &) %
AR 7)) from 1982 to August 1990.

Mr. Zou received a bachelor’'s degree in English from Tianjin
Foreign Studies University (KZEINBEFEKRZE) (formerly known
as Tianjin Foreign Studies College (KXZINBEFEEPT)) in Tianjin,
the PRC in July 1982. Mr. Zou received a master’'s degree in
business administration from the Wharton School of University
of Pennsylvania, in Pennsylvania, the US in May 1994. Mr. Zou
has been a member of the board of advisors of School of Dental
Medicine of the University of Pennsylvania since October 2010
and a member of the executive board for Asia of the Wharton
School of the University of Pennsylvania from 2008 to 2018. Mr.
Zou is an advisor to the dean of School of Dental Medicine of
the Harvard University since 2019 and a director of the 2005
committee of WRSA Chamber of Commerce since 2005. Mr. Zou
has also been a member of CEO Organization since 2013 and
a Trustee of Center for Excellence in Education (CEE, a global
education foundation) since 2019. He received the Annual China
Entrepreneurship Award from the Wharton School of the University
of Pennsylvania in 2018.
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Ms. Qin Jessie XIN, aged 52, is our executive Director and chief
financial officer. Ms. Xin joined our Group in July 2015. She has
been our Director since August 2017 and was re-designated
as an executive Director in June 2021. She is responsible for
supervising accounting and financing of the Group. Prior to
joining our Group, Ms. Xin served as a deputy general manager of
finance in iKang Healthcare Group (ERBIE5£E), the shares of
which are listed on the NASDAQ (stock code: KANG), from May
2011 to June 2015.

Ms. Xin received a bachelor’'s degree in commerce from McGill
University in Quebec, Canada in October 1997 and a master’s
degree in business administration from the California State
University in California, the US in March 2008. Ms. Xin has been a
public accountant certified by the State Board of Accountancy of
State of Delaware since October 2004.

Mr. ZHANG Jincai (£#87), aged 59, is our executive Director
and chief medical officer. He is responsible for overseeing
medical services of the Group and operations of our dental
hospitals and clinics. Mr. Zhang joined our Group in June 2019
and served as our executive president of medical affairs from
June 2019 to May 2020. He has served as the chief medical
officer of our Group and general manager of hospitals and clinics
since June 2020. Prior to joining our Group, Mr. Zhang served
as the chairman of the board of Zhejiang Tongce Dental Medical
Management Co., Ltd. (/LK AREREEEEEBBRAR), a
subsidiary of TC Medical (B & & %D HRR A7) which was listed
on Shanghai Stock Exchange with stock code: 600763, from June
2015 to May 2019. He was a professor of oral medicine in the
West China Medical Center of Sichuan University (P0)I| K Z25E 7558
2 0)) (formerly known as the West China Medical University (2
FAEERI K E2)) from January 1989 to May 2001.
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Mr. Zhang obtained a physician’s practicing certificate from
the NHC in December 2001. He received a government special
allowance from the State Council of the PRC in March 1998.
He also received the 7th Chinese Physician Prize issued by the
Chinese Medical Doctor Association (FFEERT#%€) in November
2010. He was the vice president of the 4th Council of the Chinese
Stomatological Association (FEOREESSENEEEE) and the
chairman of the 4th Periodontology Professional Committee of the
Chinese Stomatological Association (%E (88 & & 50U fE oF A s
BEHEXZET)

Mr. Zhang received a bachelor’'s degree in medicine from the
School of Medicine of the Zhejiang University (#IiTERIAZ)
(formerly known as Zhejiang Medical University (HT;TERIKE))
in Zhejiang Province, the PRC in August 1983. He obtained a
master's degree in medicine in December 1986 and a doctoral
degree in clinical medicine in June 1989 from the West China
Medical Center of Sichuan University (POJI| KE#ZEFREEER L))
(formerly known as the West China Medical University (ZEPGEER}
KE)) in Sichuan Province, the PRC. Mr. Zhang completed the
postdoctoral training from the School of Dentistry of the University
of California, San Francisco in California, the US in December
1992.

Mr. ZOU Jianlong (#®I&), aged 60, is our executive Director
and vice president. Mr. Zou joined our Group in April 1999. He has
been our Director since March 2020 and was re-designated as an
executive Director in June 2021. He is responsible for overseeing
procurement and supply, administration, compliance and other
departments of the Group. As one of our most senior employees,
Mr. Zou helped our Group in market development in Shenzhen
and Shanghai and served as head of operations. He took the lead
in the establishment and daily operation of various middle office
departments such as marketing, human resources, investment
development, engineering management and compliance, and has
made a significant contribution to the development of our Group
over the past 20 years. Prior to joining our Group, Mr. Zou served
as a manager of administration and human resources department
in Shenzhen Haibin Pharmaceutical Co., Ltd. (RY G EREHR A
A]) from July 1995 to June 1998.
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Mr. Zou received a bachelor's degree in science from Jiangxi
Normal University ((TFAEI& AE) (formerly known as Jiangxi
Normal College (JTPAEI#EFR)) in Jiangxi Province, the PRC in
July 1983 He obtained a master’s degree in engineering from the
University of Science and Technology Beijing (It =& AE) in
Beijing, the PRC in January 1991.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. LIU Xiaomei Michelle, aged 54, was appointed as our
independent non-executive Director with effect from November 25,
2021. She is responsible for providing independent opinion and
judgment to the Board.

From December 2003 to December 2010, she served as a
managing director at Beijing Lianban Investment Management
Co., Ltd. (IbmE#EEEABMRAF) and responsible for
investment and financing activities. Since December 2010, Ms.
Liu has served as the chief financial officer in Hexun Information
Technology Co., Ltd. (ME{EEREARAR]), which focuses on
internet services and responsible for the financial management
and strategic investment and financing of the company.

Ms. Liu received her bachelor’'s degree in finance from the
University of International Business and Economics (¥19ME % &
KE) (formerly known as the China Institute of Finance (* EBl& gt
2t)) in July 1991. She further received her master of business
administration degree (MBA) from the Wharton School of the
University of Pennsylvania in May 1997.

Mr. SUN Jian (&), aged 67, was appointed as our independent
non-executive Director with effect from November 25, 2021. He
is primarily responsible for providing independent opinion and
judgment to the Board. Mr. Sun currently serves as an executive
director of Brayn International Corporation Limited (A& BN H
fR /2 ®]), a company principally engaged in business consultancy
services, since January 2020. He was appointed as a partner
emerita (RHZEEFEA) of AT. Kearney Inc. (RIBREEEHMAA
A]) in April 2018. Mr. Sun served as a senior global partner of A.T.
Kearney (Hong Kong) Limited (BIE/E(EE)ER2AR) and AT,
Kearney (Shanghai) Management Consulting Co., Ltd. (BIEBfE( L
)RS RARAF) from December 1994 to March 2018. Prior to
that, he served as a business analyst in Eastman Kodak Company
Medical Imaging Branch (FZEQ G EEZEH A F]) from July 1994
to November 1994.

BEERETEESEN

B ER1983F 7 AEBF BT AA I AAHE A2
(RIF T PHEMEE 20T ) AIE 224847 - A 19914F
1AESPREIE T RREAENTIRBELSN -

BYFHTES

BIXMEat 545 BEEARBMHNBULIENTE
F BE2021F11 A5 HRA M - B ERESS
REBIE R A -

R2003F 12 AE2010F 12 A » thiEE4L R %
BERERAFRESHLE AERMEED -8
2010512 A » I X T EAFAEEREERAA
(ZRRFEINEMBRY) NEEVHE  BEZ
NEINPHEE R ERERE -

Bz TR 1991F7 AEBHINCEE HAE (FIiEH
e St e RSBt B o 199745 A%
—HEBES AR TASBREE SN THERE
+(MBA)EE{ ©

BREEE 675 BEZAARMNBLIERNITE
£ H2021F 11 A25BRAER - thEBEBEME
EFREBLERMAE - R EBF2020F1AE
SETEEERRNERAR (—REBHREEER
HERIEE A R]) MEITES - R 2018F 4 AEZR (T
ANBEEEZRARARNKREZEEEA - BEE
P1994F 12 AE2018F3 A EARIBE (BA) &
RARIMBERE (L) CEZAERAANRLS
REBA o UL 2Bl - R 199457 A 21994 4F 11
AEEFEQREELED RRIMNERHITE -

45




46

Arrail Group Limited
HEREFRAF

Profiles of Directors and Management

BEERETEESEN

Mr. Sun received a bachelor’'s degree in engineering from the
East China University of Science and Technology (ZERET
KE) (formerly known as the East China Institute of Chemical
Technology (325 (£ TE7)) in Shanghai, the PRC in May 1982. He
obtained a master’'s degree in economics through on job learning
from the Shanghai Academy of Social Sciences (/& &% Z6R)
in Shanghai, the PRC in August 1986. Mr. Sun received a master’s
degree in business administration (MBA) from the Simon Business
School at the University of Rochester in New York, the US in June
1994. He received a doctoral degree of arts from China Academy
of Art (FEIZETET) in Zhejiang Province, the PRC in June 2019.

Mr. ZHANG Bang (&%), aged 54, was appointed as our
independent non-executive Director with effect from November
25, 2021. He is primarily responsible for providing independent
opinion and judgment to the Board.

Mr. Zhang is currently the chief corporate officer of Octave
(Shanghai) Enterprise Management Company Limited (&2 (&)
EEIEHRRAF), having held that position since April 2018. Mr.
Zhang served as the chief financial officer of DG Group (Z#&(&
£ E) from February 2016 to February 2018 and Golden Jaguar
Group (£ #HHEEEE) from November 2013 to November 2015.
He served as the senior vice president and chief financial officer
of Mai Wang Information Technology (Shanghai) Co., Ltd. (Z#{=
BT E8)BRAT), a subsidiary of MecoxLane Co. Ltd. (2%
#EE), a company previously listed on the NASDAQ with stock
code MCOX, from July 2009 to October 2013.

Mr. Zhang was an independent director of ChinaCache
International Holdings Limited, a company listed on NASDAQ with
stock code CCIH, from July 2017 to November 2020. Currently,
Mr. Zhang holds directorships in the following listed companies:
(i) independent director of Jupai, a company listed on NYSE with
stock code JP and since July 2015; and (ii) independent non-
executive director of E-House (China) Enterprise Holdings Limited,
a company listed on the Stock exchange with stock code 2048
since July 2018.

He received his master’'s degree in business administration
in June 2001 from Jinan University (B AZ) in China. Mr.
Zhang is both a fellow of the Chartered Institute of Management
Accountants and a chartered global management accountant of
the Association of International Certified Professional Accountants.
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SENIOR MANAGEMENT

Mr. ZOU Qifang (#X3), aged 68, also acts as our chief
executive officer. He is responsible for overall strategic planning
and business direction planning, supervising and management
of the Group’s business. Please see section headed “Mr. ZOU
Qifang — Executive Directors” above for details of his biography.

Ms. Qin Jessie XIN, aged 52, also acts as our chief financial
officer. She is responsible for supervising accounting and
financing of the Group. Please see section headed “Ms. Qin
Jessie XIN - Executive Directors” above for details of her
biography.

Mr. ZHANG Jincai (E#87), aged 59, also acts as our chief
medical officer and general manager of hospitals and clinics. He
is responsible for overseeing medical services of the Group and
operations of our dental hospitals and clinics. Please see section
headed “Mr. ZHANG Jincai — Executive Directors” above for
details of his biography.

Mr. ZOU Jianlong (##&/%), aged 59, is one of our vice
presidents. He is responsible for overseeing, procurement and
supply, administration, compliance and other departments of the
Group. Please see section headed “Mr. ZOU Jianlong — Executive
Directors” above for details of his biography.

Mr. QU Bo (#i%h), aged 53, was appointed as our vice president
and chief operation officer in October 2020. He is responsible for
overseeing operations of the Group. Mr. Qu joined our Group in
May 2007.

Prior to joining our Group, Mr. Qu served as a lawyer at Liaoning
Fada Law Firm (BEZEEKREZEMEBEFT) (formerly known as Dalian
Fada Law Firm (KEEKRERIEHFT)) from December 1992 to
June 1995. He served as a manager of mainland China business
in Van Yu Trading Company Limited (BEA& KX E 5 ER A F]) from
June 1997 to January 2002.

Mr. Qu received his bachelor’s degree in law from the Law School
of the Jilin University (F#KX2) in China in July 1990. He further
received his master’'s degree in international business from the
Ohio State University in the US in March 1998. He received his
master of business administration (MBA) degree from the York
University, Canada in June 2004 and recognized by the Chinese
Service Center for Scholarly Exchange of the Ministry of Education
in November 2006.
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Mr. CHENG Xiaolin (#/’#f), aged 57, was appointed as our
vice president and general manager of hospitals and clinics in
October 2020. He is responsible for overseeing operations and
management of our dental hospitals and clinics. Mr. Cheng joined
our Group in December 2015.

Prior to joining our Group, he served as a doctor at Beijing
Stomatological Hospital (It A EERT) from July 1987 to August
1994. He served as the dean of the Beijing Southern District
Stomatological Hospital (k=& FEEERT) from December 2008
to May 2014. Mr. Cheng served as the assistant president and the
dean of Taikang Bybo Medical Group Co., Ltd (FEEHEEEEE
AR 2a]) from July 2014 to November 2015.

Mr. Cheng has been a committee member of the Chinese Hospital
Association Stomatological Hospitals Branch (& BI2&Bx th& M e &8
fto &) and a committee member of the Stomatological Council
of Beijing Medical Doctor Association (3t REAMGE O KEER 5
fi2> ) since December 2020. He received an attending doctor
certificate in stomatology in October 1992 from Beijing Technology
Officer Bureau (It R=EHE#HIRF). Mr. Cheng received physician's
practicing certificate from the Beijing Health Bureau in May 1999.

Mr. Cheng received his bachelor’'s degree in stomatology from
the Peking University Health Science Center (it AE2EsE5E)
(formerly known as the Beijing Medical University (3t RERIKER))
in China in July 1987. He further received his executive master
of business administration (EMBA) degree from the University of
International Business and Economics (3 7MEEE $AE) in June
2011. Mr. Cheng attend the Progressive Orthodontic Seminar from
May 1994 to Oct 1995.

Mr. HU Yunfan (#ZEM), aged 44, was appointed as the deputy
general manager of hospitals and clinics in October 2020. He is
responsible for overseeing the daily operations and management
of our dental hospitals and clinics. Mr. Hu joined our Group in
April 2009.

Prior to joining our Group, Mr. Hu served as the director in
charge of international liaison department of the National Olympic
Committee Liaison Office of the Beijing Organizing Committee for
the Games of the XXIX Olympic (L R 29/E BRI % EB A ZE
82) from June 2006 to April 2009. He was awarded the excellent
staff of 2007 and 2008 by the Beijing Organizing Committee for
the Games of the XXIX Olympic (It R 29/E BT w B8 & A4 E
2¢

8a).
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Mr. Hu received his bachelor’'s degree in science from the
University of Auckland in May 2004.

Mr. Hu Xing (#8£), aged 38, was appointed as the deputy
general manager of hospitals and clinics in December 2020. He
is responsible for overseeing the operations and management of
our dental hospitals and clinics in west China. Mr. Hu served as
a deputy general manager at Chongging Huaxi Dental Clinic Co.,
Ltd. (EEMEAOBEPIZERAE] © currently known as Chongging
Ruisheng) from April 2009 to December 2014 and Chongging
Jiuyue from December 2014 to January 2016. Upon completion of
the acquisition of Chongging Ruisheng and Chongging Jiuyue in
August 2015, Mr Hu joined our Group.

Prior to joining our Group, he served as an auditor in KPMG,
London from 2006 to 2007. Mr. Hu served as an analyst of ECM
and merger and acquisition department in ABN AMRO, Hong
Kong from June 2007 to March 2009.

Mr. Hu received his bachelor's degree in mathematics and
business management from the University of Warwick in July 2005.
He further received his master’'s degree in finance from University
of Cambridge in July 2006.

COMPANY SECRETARY

Ms. Au Wai Ching (EZ&), was appointed as the company
secretary of the Company on April 22, 2022. Ms. Au joined SWCS
Corporate Services Group (Hong Kong) Limited, a corporate
service provider, in January 2016, and currently serves as a
manager in corporate services.

Ms. Au has been an associate member of both The Hong Kong
Chartered Governance Institute and The Chartered Governance
Institute in the United Kingdom since December 2016.

Ms. Au obtained a bachelor's degree in business administration
and a master’'s degree in professional accounting and corporate
governance respectively from City University of Hong Kong.

CHANGES TO DIRECTORS’ INFORMATION

Save as disclosed herein, the Directors confirm that no information
is required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.
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The Board is pleased to present this Report of the Directors
together with the consolidated financial statements of the Group
for the year ended March 31, 2022.

GENERAL INFORMATION

The Company was incorporated in the BVl on May 23, 2001 as a
company limited by shares. On November 16, 2020, our Company
discontinued as a company incorporated under BVI Business
Companies Act 2004 (as amended) and was registered by way
of continuation as an exempted company limited by shares under
the Cayman Companies Act. The Company’s Shares were listed
on the Main Board of the Stock Exchange on March 22, 2022.

DIRECTORS

During the Reporting Period and up to the date of this annual
report were as follows:

Executive Directors

Mr. ZOU Qifang (HFEF)
Ms. Qin Jessie XIN

Mr. ZHANG Jincai (Z$874)
Mr. ZOU Jianlong (8%l %E)

Independent Non-executive Directors

Ms. LIU Xiaomei Michelle
Mr. SUN Jian (#%6%)
Mr. ZHANG Bang (3R #%)

In accordance with article 109(a) and (b) of the Article of
Association, at each annual general meeting, one-third of the
Directors for the time being shall retire from office by rotation.
However, if the number of Directors is not a multiple of three,
then the number nearest to but not less than one-third shall be
the number of retiring Directors. Every Director (including those
appointed for a specific term) shall be subject to retirement by
rotation at least once every three years. The Directors to retire in
each year shall be those who have been in office longest since
their last re-election or appointment but, as between persons who
became or were last re-elected Directors on the same day, those
to retire shall (unless they otherwise agree among themselves) be
determined by lot.
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Accordingly, Mr. ZOU Qifang, Ms. Qin Jessie XIN and Mr. ZOU
Jianlong will retire by rotation at the AGM pursuant to the Articles
of Association and, being eligible, will offer themselves for re-
election. Details in relation to the re-election are stated in the
circular to be sent to the Shareholders together with this annual
report.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
the principal activities of our major subsidiaries are set out in Note
18 to the consolidated financial statements on pages 319 to 322
of this annual report.

We are 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.

Our mission is to give each of our patients a healthy and confident
smile. Our vision is to become a world-leading dental group.

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.

There were no significant changes in the nature of the Company’s
principal activities during the Reporting Period.

BUSINESS REVIEW AND RESULTS

A fair review of the business of the Group and an indication of
likely future development in the Company’s business during the
Reporting Period are provided in the section headed “Business
Review” under “Management Discussion and Analysis” in this
annual report. An analysis of the Group’'s performance using
financial key performance indicators during the Reporting Period
is provided in the section headed “Financial Review” under
“Management Discussion and Analysis” in this annual report.
These sections form an integral part of this Directors’ Report.

The results of the Group for the Reporting Period are set out in the
Consolidated Financial Statements of this annual report.
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PRINCIPAL RISKS AND UNCERTAINTIES FACING
THE GROUP

The following list is a summary of certain principal risks and
uncertainties faced by the Group, some of which are beyond its
control:

o 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;

° 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;

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

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

o 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;

o 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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o 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;

o We maintain limited control over the quality of our dental
devices, medical consumables and pharmaceuticals and
may be subject to product liability claims. Any failures
or defects of the dental equipment in our hospitals and
clinics or any failure of our staff to properly operate such
equipment could subject us to liability claims;

o We generally enter into short-term agreements with our
major suppliers, which may render us vulnerable to price
fluctuations, quality issues and supply shortages, and
could materially and adversely affect our business; and

o We operate our business under the Contractual
Arrangements, and is therefore subject to the related risks
which are summarised in the section headed “Directors’
Report — Contractual Arrangements — Risks relating to the
Contractual Arrangements” in this annual report.

However, the above is not an exhaustive list. Investors are advised
to make their own judgment or consult their own investment
advisors before making any investment in the Shares.

ENVIRONMENTAL POLICIES AND PERFORMANCE

As one of the leading dental services providers in China, we
understand that environmental, social and governance is of great
importance for our long-time development and growth. During
the year ended March 31, 2022 and up to the date of this annual
report, the Group was not subject to any fines or other penalties
due to non-compliance with environmental regulations.

We are subject to, and we comply with the environmental
protection and occupational health and safety laws and
regulations in China. The Group is committed to minimising the
impact on the environment from its business activities. For details
of the Group’s environmental protection measures, please refer
to the section headed “Environmental, Social and Governance
Report — V. Promoting Green Operation” in this annual report.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

As far as the Board and management are aware, the Group
complied in all material aspects with the relevant laws and
regulations that have a significant impact on the business and
operation of the Group during the Reporting Period. For the year
ended March 31, 2022, there was no material breach of, or non-
compliance with, applicable laws and regulations by the Group.

EMPLOYEE AND REMUNERATION POLICIES

As of March 31, 2022, the Group had 3,336 full-time employees.

We believe that maintaining a stable and motivated employee
force is critical to the success of our business. 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.

The Company also has adopted the RSU Scheme to provide
incentives for certain employees. Please refer to the section
headed “RSU Scheme” in this annual report for further details.

The total remuneration cost incurred by the Group for the year
ended March 31, 2022 was RMB915.7 million.

For the year ended March 31, 2022, the Group did not experience
any material labor disputes or strikes that may have a material
and adverse effect on our business, financial condition or results
of operations, or any difficulty in recruiting employees.
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MAJOR SUPPLIERS

During the Reporting Period, our major suppliers primarily
consisted of 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),
consumables (such as facial masks, disposable gloves, dental
bibs, plastic cups and gauze) and suppliers for human resources
service.

For the year ended March 31, 2022, purchases from the Group’s
five largest suppliers accounted for approximately 32.0% (2021:
33.4%) of the Group’s total purchase amount in the same year.
Purchases from the Group’s largest supplier for the year ended
March 31, 2022 accounted for approximately 14.9% (2021: 10.2%)
of the Group’s total purchase amount for the same year.

Hangzhou Shengchao was our third largest supplier for the
year ended March 31, 2022 and accounted for 5.2% of the
Group’s total purchase amount during the same period. See
“Connected Transactions” in this annual report for details. Save
for Hangzhou Shengchao, none of the Directors, their respective
close associates, or any Shareholders, to the knowledge of
the Directors, owns more than 5% of the Company’s issued
share capital, had any interest in any of the Group’s five largest
suppliers for the year ended March 31, 2022.

For the year ended March 31, 2022, the Group did not experience
any significant disputes with its suppliers.

MAJOR CUSTOMERS

Our customers mainly consist of individual patients and corporate
clients. For the year ended March 31, 2022, the Group’s five
largest customers accounted for 1.3% (2021: 1.9%) of the Group’s
total revenue, and the Group’s largest customer accounted for
0.4% (2021: 0.7%) of the Group’s total revenue.

None of the Directors, their respective close associates, or
any Shareholders of the Company who, to the knowledge of
the Directors, owns more than 5% of the Company’s issued
share capital, had any interest in any of the Group’s five largest
customers for the year ended March 31, 2022.
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During the year ended March 31, 2022, the Group did not
experience any significant disputes with its customers.

KEY RELATIONSHIP WITH STAKEHOLDERS

The Group recognizes that various stakeholders including
suppliers, customers, employees, Shareholders and other
business associates are key to Group’s success. The Group
strives to achieve corporate sustainability through engaging,
collaborating, and cultivating strong relationship with them.

Relationship with Our Employees

We endeavor to cultivate talented and loyal employees by treating
our employees with dignity, respect and fairness. 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 offer our employees different
remuneration packages based on their positions. We enter into
employment contracts with our employees to cover matters such
as wages, benefits and grounds for termination. The remuneration
package of our employees usually includes salary, benefits and
bonus. 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.

Relationship with Shareholders

We recognize the importance of protecting the interests of the
Shareholders and of having effective communication with them.
We believe communication with the Shareholders is a two-way
process and have thrived to ensure the quality and effectiveness
of information disclosure, maintain regular dialogue with the
Shareholders and listen carefully to the views and feedback
from the Shareholders. We also recognize the importance of
timely and non-selective disclosure of information, which will
enable the Shareholders and investors to make the informed
investment decisions. This has been done through general
meetings, corporate communications, annual reports and results
announcements.
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Relationship with Suppliers

The Group selects its suppliers by considering their product
quality, industry reputation and compliance with relevant
regulations and industry standards. The Group has maintained
strict control over the quality of services offered by its suppliers.
The Group understands the importance of maintaining a good
relationship with its suppliers to meet its immediate and long-
term goals. It strives to cultivate a mutually beneficial and trusting
relationship with its suppliers so that they are able to deliver
services of the highest standard in an efficient manner.

Relationship with Customers

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. 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. 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.
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.

FINANCIAL RESULTS

The financial results of the Group for the year ended March 31,
2022 are set out in the consolidated income statement in the
consolidated financial statements in this annual report.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association or the laws of the Cayman Islands which would
oblige the Company to offer new Shares on a pro-rata basis to the
existing Shareholders.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption
available to the Shareholders by reason of their holding of the
Company'’s securities.
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SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in Note 18 to
the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Company and the Group for the year ended March 31, 2022 are
set out in Note 14 to the consolidated financial statements.

SHARE CAPITAL AND SHARES ISSUED

Details of movements in the share capital of the Company for
the year ended March 31, 2022 and details of the Shares issued
for the year ended March 31, 2022 are set out in Note 25 to the
consolidated financial statements.

DEBENTURE ISSUED

The Group did not issue any debenture for the year ended March
31, 2022.

EQUITY-LINKED AGREEMENTS

Save for the RSU Scheme as set out in this annual report, no
equity-linked agreements were entered into by the Group, or
existed for the year ended March 31, 2022, and there was no
provision to enter into any agreement which will or may result in
the Company issuing Shares.

CHARITABLE DONATIONS

The Group donated RMB3.9 million to the non-profit organization
for charitable and community purposes during the Reporting
Period.

DIVIDENDS

To preserve sufficient funds to meet the financial needs of
the Group for its business operations and future business
development, having regard to the impact on the Group’s
business and financial conditions arising from the COVID-19
pandemic, and the prevailing economic environment, the Board
did not recommend the distribution of a final dividend for the year
ended March 31, 2022.
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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. 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.

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 Global
Offering 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.
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PERMITTED INDEMNITY

Pursuant to the Articles of Association and subject to the
applicable laws and regulations, every Director shall be
indemnified and secured harmless out of the assets and profits of
the Company against all actions, costs, charges, losses, damages
and expenses which they or any of them may incur or sustain in or
about the execution of their duty in their offices.

Such permitted indemnity provision has been in force for the
year ended March 31, 2022. The Company has taken out and
maintained liability insurance to provide appropriate coverage for
the Directors.

DISTRIBUTABLE RESERVES

The Company may pay dividends out of the share premium
account, retained earnings and any other reserves provided
that immediately following the payment of such dividends, the
Company will be in a position to pay off its debts as and when
they fall due in the ordinary course of business.

As of March 31, 2022, our Company did not retain any profits
under IFRS as reserves available for distribution to our equity
Shareholders.

Details of movements in the reserves of the Group and the
Company during the year ended March 31, 2022 are set out in the
consolidated statement of changes in equity/(deficit in equity) and
Note 39(a) to the consolidated financial statements in this annual
report, respectively.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as
at March 31, 2022 are set out in Note 27 to the consolidated
financial statements in this annual report.

LOAN AGREEMENT WITH COVENANTS RELATING TO
SPECIFIC PERFORMANCE OF THE CONTROLLING
SHAREHOLDERS

As of the date of this annual report, the Company has not entered

into any loan agreement which contains covenants requiring
specific performance of the Controlling Shareholders.
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DIRECTORS’ SERVICE CONTRACTS

Each of our executive Directors entered into a service contract
with our Company on December 1, 2021. The initial term of
the service contracts shall commence from the date of his/her
appointment as a Director and continue for a period of three years
after or until the third annual general meeting of the Company
since the Listing Date, whichever is earlier.

Each of our independent non-executive Directors entered into
an appointment letter with our Company on November 25, 2021.
The initial term for the appointment letters shall commence from
the date of his/her appointment as a Director and continue for a
period of three years after or until the third annual general meeting
of the Company since the Listing Date, whichever is earlier.

The above appointments are always subject to the provisions
of retirement and rotation of directors under the Articles of
Association.

None of the Directors has an unexpired service contract which is
not determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in the sections headed “—Connected
Transactions” and “—Contractual Arrangements” below, to
the best knowledge of the Directors, none of the Directors nor
any entity connected with the Directors had a material interest,
either directly or indirectly, in any transactions, arrangements
or contracts of significance to which the Company, its holding
company, or any of its subsidiaries or fellow subsidiaries was a

“«

party subsisting during or at the end of the year ended March 31,
2022.

DIRECTORS AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESS

To the best knowledge of the Directors, none of the Directors and
the Controlling Shareholders was interested in any business which
competes with or is likely to compete with the businesses of the
Group for the year ending March 31, 2022 and require disclosure
under Rule 8.10 of the Listing Rules.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed for the year ended March 31, 2022.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES AND DEBENTURES OF
THE COMPANY OR ANY OF ITS ASSOCIATED
CORPORATIONS

As of March 31, 2022, the interests and short positions of the
Directors or chief executives of our Company and their associates
in any of the Shares, underlying Shares and debentures of our
Company or its associated corporation (within the meaning of Part
XV of the SFO), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code were as follows:
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ZEARS - HEROREERETNESRR
RAE

HZE2022%3A318 » ARAESHHZSHTHRAE
REEHBEANRAQANEEEEE (TRRESR
BB B XV ED) MR D ~ HEIRD R EREFE
FHEBAELDHERARRREES R EKFIE352
BEHEEMNZDMOERIRARLBRIBEIZESTAE M
SARNBRBZFNER AR EINAT

Number Approximate
of Shares/ Percentage of
Name of Director Underlying Shareholding
or Chief Executive Nature of Interest Shares Held Interest™
FEENRE BEREREY
ESYESTRABES s HEROEE BaLO
Mr. ZOU Qifang Beneficial owner 4,916,475(L) 0.85%
BHF - EnEAA
Beneficial owner® 10,196,300(L) 1.75%
EmfEBEA®
Interest in controlled corporations® 58,591,700(L) 10.07%
REEEER
Interest of a party to an agreement® 119,972,600(L) 20.63%
WERET A T R
Ms. Qin Jessie XIN Beneficial owner® 1,125,000(L) 0.19%
¥+ EmEBEA®
Interest in controlled corporations® 1,250,000(L) 0.21%
REEEER
Mr. ZHANG Jincai Beneficial owner® 1,500,000(L) 0.26%
B EE EnEBA®
Mr. ZOU Jianlong Beneficial owner® 3,813,650(L) 0.66%
HulFELE EmEBEA®
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Notes:

1. Calculated based on 581,591,950 total issued Shares of the RIEBZE2022F3 31 HARR B #ITRGE
Company as of March 31, 2022. 581,591,950 %+ E -

2. Referring to the Shares underlying the restricted share units FEEL £ 202263 A31 HIREZ R IR (7 BE L5t
granted to each of the Directors under the RSU Scheme as of EIRTEMLEFHRBIMERG B RARY ©
March 31, 2022.

3. Each of Rise Day Holdings Limited, Mingda International Rise Day Holdings Limited * Mingda
Limited and Beier Holdings Limited is wholly owned by Mr. International Limited X% Beier Holdings
ZOU Qifang, among which, Mingda International Limited is in Limited I ABEF 2 EWE - E -
turn wholly owned by Rise Day Holdings Limited. Therefore, Mingda International Limited#if A Rise Day
Mr. Zou is deemed to be interested in the Shares held by each Holdings Limited2&#A - At - RIEFFH
of them under the SFO. REERD - FAERBELSNBESSAFAN

MR P AR -

On June 10, 2021, Mr. Zou transferred 1 share of Rise Day M2021F6 A10H » s EMUnited Culture
Holdings Limited, being the total share capital of it, to United Assets Limited (—REB e EL R B LT
Culture Assets Limited, which is a BVI company wholly owned AZEAHMBNEBHEBRFSAT) BiERise
by an independent trustee entrusted by Mr. Zou. A family trust Day Holdings Limited®y1 &% {5 (BN ERE A 42
was established over United Culture Assets Limited for the )  UBEERAEREXE R R ANKIEE
benefits of Mr. Zou and his family members accordingly, of sLiiBUnited Culture Assets LimitedtHERR
which Mr. Zou acts as the protector and settlor. o HRBEERREARMERTA °

4. The Board has set up Arrail Sunshine as a platform in the BVI to EEECRRBEBARBEER LArrail
hold incentive shares in a total amount of 119,972,600 Shares SunshinefEAF & « LREAR AR 202148
of the Company, for the participants under the RSU Scheme R3RERMNZREIR M ECE R RERE
adopted by the Company on August 3, 2021. The voting rights £ 2£119,972,600 A8 7 A A AR 9 B BN AR 19 ©
of Arrail Sunshine is held by Mr. ZOU Qifang by way of proxy. Arrail Sunshine #5521 B H J5 5t £ AR R
Therefore, Mr. ZOU is deemed to be interested in the Shares FRFE o Bt - RBEFES RAGKRD - H5%
held by Arrail Sunshine under the SFO. AR AR Arrail SunshineiF B MR GFEA

M o

5. Mismic Limited is a BVI company wholly owned by an Mismic Limited @ —KBFXETAUFLZ TR
independent trustee entrusted by Ms. Xin for a family trust HRGEKERZm ANRIRGEEMETNE L
established for the benefits of Ms. Xin and her family members. XAANZERENABHERRHS AR °
Therefore, Ms. Xin is deemed to be interested in the Shares It BEBFLBEER - FLTHERREK
held by it under the SFO. BENRMHPHEEER -

6. The letter “L” denotes the person’s long position in the Shares. FRILIRKRZATRBROHGE -

63

Save as disclosed above, as of March 31, 2022, none of the B EXF#EEI - HZE2022F3H31H © AAQFA
Directors or chief executives of the Company or their associates TZHZEmTHABHWEHEABMESHRE AR
had or was deemed to have any interests or short positions in the A2 &=k H A (A iEEESEE AL (D - ABEARX () sS4
Shares, underlying Shares or debentures of the Company or any  EF A EAERESIARE -

of its associated corporations.



64

Arrail Group Limited
HESEARAR

Directors’ Report

EEEHE

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

As of March 31, 2022, so far as the Directors are aware, the
following persons (other than the Directors or chief executives of
the Company or their associates) had interests or short positions
in the Shares or underlying Shares of the Company as recorded
in the register required to be kept by the Company pursuant to
the provisions of Divisions 2 and 3 of Part XV of the SFO or will,
directly or indirectly, be interested in 5% or more of the nominal
value of any class of share capital carrying rights to vote in all

FTERRRRORABROOESERXE

HZE2022F3A31H  EFMA - MTAL (R
ANRIEEXFEEITHA BREEHE ARRIN) R
RERH RO R ARER AR BIREES
MEAE GBI EXVERE 2 37 BB 3017 & My & RE fit
HIRE s SO A ¢ B B ok R B A B S I R AE AT
BBERATRARR AN EB TR EMAEE ARIRE
AE LR ENEMERRATESESS5% A _L#E

s
5

circumstances at the general meetings of the Company or any
other members of the Group:
LONG POSITIONS IN THE SHARES OF THE COMPANY RAEATRGHEE

Shares/Underlying Shares Held
as of March 31, 2022
B £E2022%3A31H

FsERE HERE

Number of Approximate

Name of substantial shareholder Nature of interest Shares percentage®

FTERRER EEME BRHOEE BHRED O

Arrail Sunshine Holdings Limited Beneficial owner® 119,972,600(L) 20.63%
EmEBEA®

Elbrus Investments Pte. Ltd. Beneficial owner® 58,237,675(L) 10.01%
E=BEBAO

Total Success Investment Ltd. Beneficial owner® 55,228,900(L) 9.50%
EmEBA®

Broad Street Investments Holding (Singapore) Pte. Ltd.  Beneficial owner® 36,719,500(L) 6.31%
EmEBEA®

Stonebridge 2017 (Singapore) Pte. Ltd. Beneficial owner® 7,343,900(L) 1.26%
E=BEBA®

KPCB China Fund, L.P. Beneficial owner® 31,406,450(L) 5.40%
EmEBAO®

KPCB CHINA FOUNDERS FUND, L.P. Beneficial owner® 2,075,950(L) 0.36%
EmBEBEA®

KPCB China Management Fund, L.P. Beneficial owner® 519,450(L) 0.09%
E=EBAO

Qiming Venture Partners II, L.P. Beneficial owner 26,902,975(L) 4.63%
EmEBAD

Qiming Venture Partners II-C, L.P. Beneficial owner™ 2,355,750(L) 0.41%
EmBEBEAD

Qiming Managing Directors Fund I, L.P. Beneficial owner® 391,500(L) 0.07%

BHREBAD




Notes:

Calculated based on 581,591,950 total issued Shares of the
Company as of March 31, 2022.

Arrail Sunshine is a platform in the BVI set up by the Board to
hold incentive shares in a total amount of 119,972,600 Shares
of the Company, for the participants under the RSU Scheme
adopted by the Company on August 3, 2021. The voting rights
of Arrail Sunshine is held by Mr. ZOU Qifang by way of proxy.

Elbrus Investments Pte. Ltd. is a company incorporated in
Singapore, which is wholly owned by Temasek Life Sciences
Private Limited, which is in turn wholly owned by Fullerton
Management Pte Ltd, which is in turn wholly owned by
Temasek Holdings (Private) Limited. Under the SFO, each of
Temasek Life Sciences Private Limited, Fullerton Management
Pte Ltd and Temasek Holdings (Private) Limited is deemed to
be interested in the Shares held by Elbrus Investments Pte.
Ltd.

Total Success Investment Ltd. is an investment holding
company incorporated in the Cayman lIslands and is wholly
owned by 19 Growth Capital Fund LP, a limited partnership
registered in the State of Delaware. Under the SFO, 19 Growth
Capital Fund LP is deemed to be interested in the Shares held
by Total Success Investment Ltd.

Broad Street Investments Holding (Singapore) Pte. Ltd. is
a company incorporated under the laws of the Republic of
Singapore and is wholly owned by BSPI Holdings, L.L.C..
Stonebridge 2017 (Singapore) Pte. Ltd. is a company
incorporated under the laws of the Republic of Singapore.
Stonebridge is held by multiple employee funds of The
Goldman Sachs Group, Inc., among which, the general partner
of the funds is a wholly-owned subsidiary of The Goldman
Sachs Group, Inc.. Under the SFO, each of Broad Street
Investments Holding (Singapore) Pte. Ltd., BSPI Holdings,
L.L.C. (as the sole shareholder of Broad Street Investments
Holding (Singapore) Pte. Ltd.), Broad Street Principal
Investments, L.L.C. and BSPI Intermediate Holdings, L.L.C.
(each as a 50% shareholder of BSPI Holdings, L.L.C.), Broad
Street Principal Investments, L.L.C. (as the sole shareholder
of BSPI Intermediate Holdings, L.L.C.), Broad Street Principal
Investments Superholdco LLC (as the sole shareholder of
Broad Street Principal Investments, L.L.C.) and The Goldman
Sachs Group, Inc. (as the sole shareholder of Broad Street
Principal Investments Superholdco LLC) is deemed to be
interested in the Shares held by Broad Street Investments
Holding (Singapore) Pte. Ltd..
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(1). REEZE2022F3A31BARREEITRMGE
#581,591,950 %14 -

(2).  Arrail Sunshine AEEeREBHEBRHSE
BUHTE - UMREBEAAFN2021F8A3H
RO ZRH RO BN E ADHEEFFEH
119,972,600 I8 KA RIAR 15 & BB AR 10 © Arrail
Sunshine M) =R BB E 5 LA URIET X #F
7@0

(3).  Elbrus Investments Pte. Ltd. A— XX
mEFEMA I T - ATemasek Life
Sciences Private Limited2&#4A - m
Temasek Life Sciences Private Limitedf
Fullerton Management Pte Ltd2&#4E -
Fullerton Management Pte Ltdmik5i51%
Hﬁ (RA)BRARZEER - BREZEHFR

HRE (&) - Temasek Life Sciences Private
L|m|ted Fullerton Management Pte Ltd
KSR (FLA) BRRA AR AR Elbrus
Investments Pte. Ltd. 3B KRN R B o

(4).  Total Success Investment Ltd. BEHSHE
MR IR EIERR AR - ATERF R E MG
HAERAELZ19 Growth Capital Fund LP
2EHAE - BBEEHRBAEBKG - 19 Growth
Capital Fund LP# R &M Total Success
Investment Ltd. 38 KR R B o

(5). Broad Street Investments Holding
(Singapore) Pte. Ltd. A—SARIEHT I HLF
B A BIFEM A /A F] - ABSPI Holdings,
L.L.C.2%#%%A °Stonebridge 2017
(Singapore) Pte. Ltd.B—XIBEH i H 0
BIE IR A 2 89 A 7] o Stonebridge B = 8%
SEERAFNZEREESHSE HPE
LEHENEREEARSERERARA
2EFRA - RIEEHFLKHEKD - Broad
Street Investments Holding (Singapore) Pte.
Ltd. * BSPI Holdings, L.L.C.({£&Broad
Street Investments Holding (Singapore) Pte.
Ltd.fyME—f% %) » Broad Street Principal
Investments, L.L.C.&BSPI Intermediate
Holdings, L.L.C. (% B{E®BSPI Holdings,
L.L.C.#J50%0% ) ~ Broad Street Principal
Investments, L.L.C.(#E/&BSPI Intermediate
Holdings, L.L.C.HYM—f&%®) - Broad Street
Principal Investments Superholdco LLC
(e ABroad Street Principal Investments,
LLCHWE—RR)RSREEEGRLOA
(fEABroad Street Principal Investments
Superholdco LLCHIME —HRE) H ¥R
7K Broad Street Investments Holding
(Singapore) Pte. Lid 3B MR H P HEE R ©
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(6). KPCB China Fund, L.P. (*KPCB CF”) and KPCB China
Founders Fund, L.P. (“KPCB CFF”) are exempted limited
partnerships established under the laws of Cayman Islands
and are venture capital funds. The general partner of KPCB
CF and KPCB CFF is KPCB China Associates, Ltd., which
is a Cayman lIslands exempted company. The voting and
investment power of shares held by KPCB CF and KPCB CFF
is exercised by the board of KPCB China Associates, Ltd.
("KPCB China”), which consists of Tina Lin-chi Ju, Theodore
Schlein, Brook Byers, L. John Doerr and Raymond Lane.
KPCB China Management Fund, L.P. is an exempted limited
partnership established under the laws of Cayman Islands in
2010 whose general partner is KPCB China Holdings, Ltd. Tina
Lin-chi Ju is the sole director of KPCB China Holdings, Ltd.
Under the SFO, KPCB China Associates, Ltd. is deemed to be
interested in the Shares held by KPCB CF.

(7). Each of Qiming Venture Partners Il, L.P., Qiming Venture
Partners II-C, L.P. and Qiming Managing Directors Fund I, L.P.
(collectively the “Qiming Funds”) is registered as an exempted
limited partnership in the Cayman Islands. Qiming GP II, L.P.
is the general partner of both Qiming Venture Partners I,
L.P. and Qiming Venture Partners II-C, L.P., whereas Qiming
Corporate GP IlI, Ltd. is the general partner of both Qiming
GP I, L.P. and Qiming Managing Directors Fund II, L.P.. The
voting and investment power of shares held by the Qiming
Funds is exercised by Qiming Corporate GP Il, Ltd.. Under the
SFO, each of Qiming GP I, L.P., Qiming Corporate GP I, Ltd.
and Qiming Corporate GP Il, Ltd. is deemed to be interested in
the Shares held by Qiming Venture Partners I, L.P..

Save as disclosed above, as at March 31, 2022, no person, other
than the Directors or chief executives of the Company whose
interests are set out in the section headed “Directors’ and Chief
Executives’ Interests and Short Positions in Shares and Underlying
Shares and Debentures of the Company or Any of its Associated
Corporations” above, had any interests or short positions in the
Shares or underlying Shares as recorded in the register required
to be kept under section 336 of the SFO.

(6). KPCB China Fund, L.P.([KPCB CF]) &
KPCB China Founders Fund, L.P.([KPCB
CFF]) AIREFRSHE AN LN ER 2 HIR
ERLE  BREBIRAES - KPCB CFE
KPCB CFFHIEBERARHERBEREA
AIKPCB China Associates, Ltd. ° KPCB CF
N KPCB CFFATHIIR (7 )15 3= A% A #E AR KPCB
China Associates, Ltd.([KPCB Chinal) &
EFETF ZEFEMHTina Lin-chi Ju
Theodore Schlein » Brook Byers * L. John
Doerr & Raymond Lane#fX - KPCB China
Management Fund, L.P.2 —R12010F R &
HEREEMKRINEREEREREE - H
L4 % ABKPCB China Holdings, Ltd. ©
Tina Lin-chi Ju/&KPCB China Holdings, Ltd.
HME—ZEF - REZFHFLBHEKRD - KPCB
China Associates, Ltd. ¥18 AR KPCB CF#
BRI PHER ER -

(7). Qiming Venture Partners I, L.P. * Qiming
Venture Partners [I-C, L.P.%Qiming
Managing Directors Fund II, L.P. (%78
[Qiming&E& ) FAEREHETMAERR
BREENRE - Qiming GP I, L.P.AQiming
Venture Partners I, L.P.%Qiming Venture
Partners 1I-C, L.P.BJE@E A - MQiming
Corporate GP I, Ltd.8]&Qiming GP II,
L.P.X%Qiming Managing Directors Fund II,
LP.HEBERA - QmingE & i R7H K%
ZRIEEEHQIming Corporate GP I, Ltd.
1718 o IRIBEFEF REEED - Qiming GP I,
L.P. ~ Qiming Corporate GP I, Ltd. & Qiming
Corporate GP Il, Ltd. ¥3#&%E AR Qiming
Venture Partners II, L.P.35ARIR)  H B #E
%o

B E SR EES 0 202293 A318 » BRARQFA
ERYUERTBRABR LN [EERESTRAEBR
RARSET AR EEARG - AHEKRGD REE
BRI NAR | —SERERIN - BEALTR
M SRABRAR (D P B AL R RIEESF R ER
PlEE336 KT EME M TS AR -



RSU SCHEME

The RSU Scheme was approved and adopted by the Board on
August 3, 2021. The purpose of the RSU Scheme is to attract,
retain and motivate our Directors, employees and such other
participants, and to provide a means of compensating them
through the grant of awards (“Awards”) for their contribution to
the growth and profits of the Group, and to allow such Directors,
employees and other persons to participate in the growth and
profitability of the Group. The terms of the RSU Scheme are not
subject to the provisions of Chapter 17 of the Listing Rules.

Pursuant to the RSU Scheme, the overall limit on the number
of underlying Shares to be granted under the RSU Scheme is
119,972,600 Shares, which represents approximately 20.63% of
the total issued share capital of the Company as of the date of
this annual report.

As of March 31, 2022, an aggregate of 616 grantees were granted
with RSUs with a total of 91,723,525 underlying Shares under the
RSU Scheme. The table below shows the details of RSUs granted
to Directors that are outstanding as of March 31, 2022.
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ZRFROEMEE

EX2MN2021F8 ASAIAERFEMZREIMRGN =
fustE - ZERFIBMEMNEIEERS] - BB R
BEE EEREHEMBEE  WHEBETREED
([42@ ) A RN E S AR E@MERERFBEAE
HHEER - UREZSES  BEREMALLE
$‘$ B2 R LA o R M B AR B8 15 E
BT EARRE T EERBGRE

BEZBEHRMEMTSE - R 65 BT
BETH FREOEBERNEENEEREAR
119,972,600 k& - HIEARA AR EEARF R A H
BT A 42 5ER)4920.63% ©

HZE202243A31H - RBEZBRHIRMDELFTE -
AHCI6BEBRAERIRHBRMHEMN - S REH
91,723,525k fBEAAR D  TRITEE202243 A
3TAERTEREERITENZREIRD ELFFS -

Approximate
Percentage of
Equity Interest
in the Company

Number of Shares
underlying the

underlying the
Outstanding

Name Position Outstanding RSUs RSUsMoe®
fel R AT 68 32 BR I
i ARAT BE PR &I R B R
IRAD BV 3 DB REHN
®E B HWRHE A BAE D
Mr. ZOU Qifang Executive Director, chairman of the Board, 10,196,300 1.75%
and chief executive officer
BEF K& WITES  TRFARNTE
Ms. Qin Jessie XIN Executive Director and chief financial officer 1,125,000 0.19%
FHL L WITESERERVBE
Mr. ZHANG Jincai Executive Director, chief medical officer, 1,500,000 0.26%
general manager of hospitals and clinics
X WITES  BREERET  BRRD2MAALE
Mr. ZOU Jianlong Executive Director and vice president 3,813,650 0.66%
BRIBER &£ HITE SR EIRE
Note: Calculated based on 581,591,950 total issued Shares of the  ffif - RIBEEZE 202253 A31 BAR A BTG 42

Company as of March 31, 2022.

(581,591,950 %1 & -
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in this annual report, at no time for the year
ended March 31, 2022 was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate; and none of the
Directors, or any of their spouse or children under the age of 18,
had any right to subscribe for equity or debt securities of the
Company or any other body corporate, or had exercised any such
right.

EMOLUMENT POLICY AND DIRECTORS’
REMUNERATION

In compliance with Rule 3.25 of the Listing Rules and the
Corporate Governance Code, the Company has established the
Remuneration Committee to formulate remuneration policies. The
remuneration is determined and recommended based on each
Director’'s and senior management personnel’s qualification,
position, performance and experience. As for the independent
non-executive Directors, their remuneration is determined by the
Board upon recommendation from the Remuneration Committee.
The Directors and the senior management personnel are eligible
participants of the RSU Scheme.

Details of the remuneration of the Directors, management and the
five highest paid individuals are set out in Note 36 and Note 8,
respectively to the consolidated financial statements.

None of the Directors waived or agreed to waive any remuneration
and there were no emoluments paid by the Group to any of the
Directors as an inducement to join, or upon joining the Group, or
as compensation for loss of office.

None of the Directors were paid discretionary bonuses for the
year ended March 31, 2022.

EERERONEREZHER

BRAFRATFEEEI - AR B HEEA T 2B RE
2202263 A31 B IEFE A AR HEB &RV E A%
P FEE AR A AR R ST H A A E & B D
gEEEMED  BEEEESERBR TR 185k
2T HEERBARAB KT MEMER 2 BAE
%8 A B AT AR A BEER -

FHBER R EEHM

ARBERE LTARANEI 25 KB EERTRINK
UARBHMEES - UHIEHMEBOR - HBHE
REEZEREREEABNEE B - RARK
BREENER BUFNTEFNTHEEFTSR
BYHZEeNERET EFTRFREEARY
RERHBOELAENEERSEE -

B SAEEBRIASRSHMALINFMFS
DRI G GBI I IRR MY 5136 K fHEES -

BEREEENELRNEREECAFH  EAEETE
AEAEE N HFMERRSIEMAREESRMA
& H) B BRI o

HE20223A31BILFE - HEEZRINISE
AL o



CONNECTED TRANSACTIONS

Among the related party transactions disclosed in Note 35 to
the consolidated financial statements, the following transaction
constitutes continuing connected transaction for the Company
under Rule 14A.31 of the Listing Rules and is required to be
disclosed in this annual report in accordance with Rule 14A.71 of
the Listing Rules. The Company confirmed that, save as disclosed
below and the Contractual Arrangements as disclosed in the
section headed “Contractual Arrangements” below, none of the
related party transactions falls under the definition of “connected
transaction” or “continuing connected transaction” (as the case
may be) in Chapter 14A of the Listing Rules and it has complied
with the disclosure requirements in accordance with Chapter 14A
of the Listing Rules in so far as they are applicable. Please see
below the information required to be disclosed in compliance with
Chapter 14A of the Listing Rules.

Medical Product Procurement Framework Agreement
Principal Terms

Our Company entered into a Medical Product Procurement
Framework Agreement with Hangzhou Jarvis in December 2021,
pursuant to which we agreed to procure medical products such
as protective gown and teeth whitening gel from Hangzhou
Jarvis Group subject to the following annual caps. The term of
the Medical Product Procurement Framework Agreement is three
years commencing from the Listing Date. We have the right to
terminate the Medical Product Procurement Framework Agreement
by serving a thirty (30) Business Days’ prior written notice to
Hangzhou Jarvis.
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RERXS
RAEHIERERMEISMBEENBHE I SF @ 1R
B EMRRFE14A31E - TIIRBERARBRE
BRERS - WRE ETHRAE4A THEARARFE
WRELRE - ARRHR B TITXAREERT
X ER%ZH] —SmmENGRZHI  WEAM
BB TR 5HE LMRAUNETOATR[EERS ]
K[ FHEEERS | (RBERME) WEE - BARA
BEETLETRUETHAEORERE (MERA) -
A2HTXREETRUE T HAS R ERMFKENE
e

BRERRBERDGS
FEEH

RAER2021F 12 A BN ERBE] L BB E R
BIERWGE - Bt RMFAERMNERBEER
BHERETEXARBSERER  HEIRRI
TFEELR BERELRRBEEMENTHAR L
TEHR =F - AMARBBRATMNERDED
—+H Q) EALEXEMBAEMBARIBHEERRE
BIER R -

Year Annual Cap
FE FELR
For the year ended March 31, 2022 RMB22 million
HZ202243A31BILFE ARM22HE T
For the year ending March 31, 2023 RMB33 million
#ZE2023F3A31HILFE AREI3EETT
For the year ending March 31, 2024 RMB39 million
HE2024F3A31ALEFE ARKEIOBETT

For the year ended March 31, 2022, the aggregate transaction
amount incurred in accordance with the Medical Product
Procurement Framework Agreement was RMB21,465,000.

HZE2022F3A31HIEFE REEEERKEE
EERELENBR S A ARE21,465,0007T ©
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The above proposed annual caps are set based on the following
factors: (i) the historical transaction amount paid by our Group to
Hangzhou Jarvis Group during the three financial years ended March
31, 2019, 2020 and 2021 and the six months ended September 30,
2021; (ii) the expected need of our Company for the relevant medical
products at approximately 25% yearly increment, which is in line with
the estimated growth rate of the business of the Group; and (iii) the
expansion plan of our Group in the future.

Hangzhou Jarvis is a connected person to the Company because
it is owned as to approximately 65% by Ms. ZOU Jin, the daughter
of Mr. ZOU Qifang, our executive Director, chief executive
officer and Controlling Shareholder. Therefore, the transactions
contemplated under the Medical Product Procurement Framework
Agreement constitutes continuing connected transactions of the
Company under Chapter 14A of the Listing Rules.

Reasons for and Benefits of the Transaction

Hangzhou Jarvis Group has good reputation in providing various
medical products with good quality and logistics capabilities.
The founding group of Hangzhou Jarvis Group has extensive
experience in supply chain management. The clinics under
our Group have been using the medical products provided by
Hangzhou Jarvis Group given the convenience resulted from the
good working relationship between the parties as well as their
logistics capabilities throughout the PRC. The self-developed
supply chain system of Hangzhou Jarvis Group, as upgraded
from time to time and even customized for the Group, has been
performing well and fits the commercial needs of the Group during
previous business cooperation. It is crucial to maintain a legal,
stable and quality supply of medical products for our Group’s
existing and future operation. Hangzhou Jarvis Group is a reliable
supplier and can efficiently fulfill our Group’s requirements with
stable and quality supply of medical products.

Report by the Auditor of the Company

The Company’s auditor was engaged to report on the Group'’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740 (Revised),
Auditor’s Letter on Continuing Connected Transactions under

FEBFELERIOBRETIAERRTE : ()AEEH
REZE 20194 ~ 20204 20213 A31H [ =1
FHEE A REZE202149 A308 1F7<1E A M
FEABEEINNELRSEE ()RR FHERE
BREEMNE KB N5%NFEEE - BARE
EEXMGEERE B R(iDAEERENTER

A&l -

HRTNERBHEBET L (RANRTESE - &
ERITE RIERRR) A R P E L L R KI65% -
BIMERBRARRNEEAL - Bt - RIFL
MRAUFB AT - BEEMRBERGRE T HE
TR GERARAFERERS °

TR 50 ) R4 ok

MNERBEERFRESBEEEBRERNRI
O R WDIRAE T  UMER B S B e 8l 1h S B 7 it
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the Hong Kong Listing Rules issued by the Hong Kong Institute
of Certified Public Accountants. The auditor has issued his
unmodified letter containing his findings and conclusions in
respect of the continuing connected transactions disclosed by
the Group in the sections headed “Connected Transactions” and
“Contractual Arrangements” set out in the directors’ report of this
annual report in accordance with 14A.56 of the Listing Rules. A
copy of the auditor’s letter has been provided by the Company to
the Stock Exchange.

Annual Review by the Independent Non-executive Directors

Pursuant to Rule 14A.55 of the Listing Rules, the independent
non-executive Directors have reviewed the above continuing
connected transactions and confirmed that the above continuing
connected transactions were entered into (i) in the ordinary and
usual course of business of our Group; (ii) on normal commercial
terms or better; and (iii) pursuant to the agreements governing
them on terms that are fair and reasonable and in the interests of
the Company and the Shareholders as a whole.

For further details of the Medical Product Procurement Framework
Agreement, please refer to the section headed “Connected
Transactions” in the Prospectus.

Save for disclosed above and the Contractual Arrangements as
disclosed in the section headed “Contractual Arrangements”
below, from the Listing Date to March 31, 2022, we have not
entered into any connected transaction or continuing connected
transaction which should be disclosed pursuant to the Rules
14A.49 and 14A.71 of the Listing Rules.

CONTRACTUAL ARRANGEMENTS

The Group has entered into the Contractual Arrangements with
Beijing Ruier, Shenzhen Ruijian and the Registered Shareholder,
to enable us to, among other things, (1) obtain substantially all of
the economic benefits from Shenzhen Ruijian in consideration for
the management and consultation services provided by Beijing
Ruier in this regard; (2) exercise effective control over VIE Entities;
and (3) hold an exclusive option to purchase all or any part of
equity interests in Shenzhen Ruijian where permitted by PRC
laws. Accordingly, through the Contractual Arrangements, the VIE
Entities’ results of operations, assets and liabilities, and cash flows
will be consolidated into the Company’s financial statements.
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The following simplified diagram sets forth the structure of the  LATNEIEE YA BT HERIZRE
Contractual Arrangements:

(1) Powers of attorney to exercise all shareholder’s
rights in Shenzhen Ruijian(ete

(2) Exclusive option to acquire all or part of the equity
interest in and/or assets of Shenzhen Ruijian®™2

(3) First priority security interest over the entire equity
interest in Shenzhen Ruijian®ete

(1) 1TEERY B td 2 BT AER o g & 7
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Notes:

(10)

(11)

(12)

(13)

(14)

Please refer to “—Entrustment Agreement and Powers of
Attorney” below for details.

Please refer to “—Exclusive Option Agreement” below for
details.

Please refer to “—Equity Pledge Agreement” below for details.

Please refer to “—Exclusive Operation Services Agreement”
below for details.

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.

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

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

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

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

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

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

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

The remaining 70% and 20% interest of Qingdao Ruigi was
held by Beijing Ruisheng and Chengdu Ruibowen Hospital
Management Center LLP (FKEMIRI X ERRERFL(ERE
%)), 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.

The remaining 70% interest of Chongqging Jinmei was held by
the WFOE.
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(15)  The remaining 70% interest of Chongqging Jiuyue was held by
Chongging Ruijing, a wholly-owned subsidiary of the WFOE.

(16)  The remaining 70% and 12% interest of Chongging Ruitai
was held by Chongging Ruijing and Chongqging Ruibang
Xingtai Hospital Management Center LLP (EE ik EFERR
EEARN(EBEE)), a limited partnership set up by some
of our employees, including Mr. HU Xing, who is our senior
management.

(17)  The remaining 90% interest of Chengdu Wuhou Ruitai was held
by Chongging Ruijing.

(18)  The remaining 70% interest of Chongqging Ruihong Dental
Clinic Co., Ltd. (EEW®RZEOEPZERAAE]) was held by
Chongging Ruijing.

(19)  The remaining 70% interest of Chongqing Ruihua Dental Clinic
Co., Ltd. (EEREORMZEHER AF]) was held by Chongging
Ruijing.

(20)  The remaining 90% interest of Guangzhou Yuexiu Ruitai Dental
Hospital Co., Ltd. (BEMBAHKEAEERABRAEF) was held
by Zhuhai Hengqin Ruiertai Hospital Investment Co., Ltd. (¥
BEEBREREERR AR, a wholly-owned subsidiary of
the WFOE, and Hainan Yongrui Enterprise Management Center
(Limited Partnership) (SE#ERLCEEEFL(EREH), a
third party independent to the Company, as to 70% and 20%,
respectively.

Summary of the Contractual Arrangements

A brief description of each of the specific agreements that
comprise the Contractual Arrangements is set out as follows:

(i) Exclusive Operation Services Agreement

Beijing Ruier, the Registered Shareholder, Shenzhen
Ruijian and subsidiaries directly held by Shenzhen Ruijian
entered into an exclusive operation services agreement
on August 20, 2020 (the “Exclusive Operation Services
Agreement”), pursuant to which, inter alia, Shenzhen
Ruijian agreed to engage Beijing Ruier as the exclusive
operation service consultant and service provider in
exchange for a service fee.
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(16)

a7)
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(19)
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Under the Exclusive Operation Services Agreements, the
services to be provided include but are not limited to (i)
formulation and implementation of plans in relation to
current and future assets and business operation matters
of Shenzhen Ruijian and the VIE Entities; (ii) provision
of opinions, advices and management to the human
resources and operations of Shenzhen Ruijian and the
VIE Entities, including but not limited to improvement
measures on employee management and continuing
staff training plan; (iii) relevant technical and commercial
information collection and market research, providing
industry information and management decision; (iv) client
referral and providing advice and decision on marketing
promotion; (v) appointment of technical staff for Shenzhen
Ruijian and the VIE Entities, providing overall technical
operation monitoring and market strategies research;
(vi) provision of opinions and advices on the corporate
structure and management system of Shenzhen Ruijian and
the VIE Entities; (vii) providing comprehensive solutions
on medical technologies required by Shenzhen Ruijian
and the VIE Entities including medical technologies
management consultancy services, medical resources
sharing, recruitment and training of professional staff;
(viii) selection and referral of eligible supplier, quality
control of medicine and medical devices; (ix) appointment
of technical staff to monitor quality of medical services
provided by the VIE Entities; (x) other technical
services, operation maintenance, equipment supply
and management consultancy services as requested by
Shenzhen Ruijian and the VIE Entities from time to time to
the extent permissible under the PRC laws. Beijing Ruier
has proprietary rights to all the intellectual properties
developed or created by itself from the performance of
these services. During the term of the Exclusive Operation
Service Agreement, Beijing Ruier may use the intellectual
property rights owned by Shenzhen Ruijian and the
VIE Entities free of charge and without any conditions.
Shenzhen Ruijian and the VIE Entities may also use the
intellectual property work created by Beijing Ruier in the
course of provision of services in accordance with the
Exclusive Operation Service Agreement.

Annual Report 2021/22
2021/22FERE

Directors’ Report

EEEHE

RIEBRELRSHE  BRENORBEEE
BABR B (1) E I 75 BRI 30 i e 7] 2 Fl 2
ERAEHEERAREENREBLESZT
RIETE] : (RN R E M =EEEBHA
NERKEL (BREETEREEETENN
HEEBRFEETEIHE) RESER - 2
HELEE (IEERTREEEENEER
MHEHESE - BEETEEEREERE  (VE
ﬁ?&ﬁ&?ﬁ“iﬁ?ﬁﬁht BRERE (VA
RYIRER SRR EBEZRERTAS - 2
L ZEMEMREEE RTSEREHE : (vi)
BRANmERATEN S EEBOCEEBLE
@%‘JETET#ﬁﬁ&Eﬁ (vii)$R R Y T 2
*E*f'JmEEEQEE’J SRR IR
PREBERNEEZARYE  BEER
= ﬁ%)\é!ﬁ’]%%&i | (vili) BE K
NEERMHER BELREESRSRNES
Z—?%J () ZRERITABEB A # ST
HOEBEREHRE  (x)FBEERFF A4 E
RRYIHE R AT N R ERTREROEM
BTR - Br74E  REHREREESY
RS - b RN EIREEREME =5
BN AENFTBNBERBERNEE - 18
REERBHEOHRA - L RIREA LR
B B ST AR R ﬂlliﬁﬁ_&—f """"" AR E
BEFTHEA M AMBRERE o RINIHE AT & 5%
Eﬁ%ﬁ'ﬁﬁﬂ%ﬁfﬁit?fﬁﬁﬁﬁﬁﬁﬁ%éﬁﬂﬁz
B R EREARER MAEN AN ZRERE

kt%

7

/|

?‘i’ﬂ*

75




76 Arrail Group Limited
HEREFRAF

Directors’ Report

EEEHE

Under the Exclusive Operation Services Agreements,
the service fee shall be an amount equal to the annual
distributable profits of the VIE Entities obtained by
Shenzhen Ruijian, after deducting the losses from the
previous financial years (if any) and the statutory reserves
(if applicable), subject to the applicable PRC laws and
regulations. Apart from the service fees, the VIE Entities
shall reimburse all reasonable costs, payments and out-of-
pocket expenses incurred by Beijing Ruier in connection
with the performance of the Exclusive Operation Services
Agreement and provision of services thereunder.

In addition, without the prior written consent of Beijing
Ruier, during the term of the Exclusive Operation Services
Agreement, the Registered Shareholder, Shenzhen Ruijian
and the subsidiaries directly held by Shenzhen Ruijian shall
not enter into any written or oral agreement with any third
party for provision of the same or similar services as those
provided thereunder. Beijing Ruier has the right to appoint
any third party to provide any or all of the services, or to
fulfill any of its obligations under the Exclusive Operation
Services Agreement.

The Exclusive Operation Services Agreement shall be
effective upon signing, and shall remain valid for three
years. Subject to compliance with the Listing Rules,
the Exclusive Operation Services Agreement shall be
automatically renewed for a term of three years upon its
expiration, unless terminated in accordance with the terms
therein.

The Exclusive Operation Services Agreement can only be
terminated in the following events: (i) if Beijing Ruier and/
or its designated person(s) are able to indirectly or directly
holdall the equity interests in the VIE Entities as permitted
by the PRC laws then in force, and upon duly transfer of
all the equity interests or assets of the the VIE Entities
directly or indirectly owned by Shenzhen Ruijian have been
transferred to Beijing Ruier or its designated person(s)
pursuant to applicable PRC laws and regulations, (ii) if
Beijing Ruier and/or its designated person(s) are able to
directly hold all the equity interests in Shenzhen Ruijian
as the PRC laws then in force, and upon duly transfer of
all of the equity interests in Shenzhen Ruijian owned by
the Registered Shareholder to Beijing Ruier and/or its
designated person(s) pursuant to applicable PRC laws
and regulations, (iii) Beijing Ruier unilaterally terminates
the agreement, or (iv) continuing performance of the
agreement will result in violation of or non-compliance with
the applicable PRC laws and regulations, the Listing Rules
or other requirements of the Stock Exchange.
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(ii)

Exclusive Option Agreement

On August 20, 2020, Beijing Ruier, the Registered
Shareholder and Shenzhen Ruijian entered into an
exclusive option agreement (the “Exclusive Option
Agreement”).

Pursuant to the Exclusive Option Agreement, Beijing Ruier
was granted an irrevocable, unconditional and exclusive
right to purchase all or any part of the equity interests in
and/or assets of Shenzhen Ruijian held at present or in the
future for a consideration equivalent to the lowest price
permitted under the PRC laws at the time of purchase. The
Registered Shareholder and Shenzhen Ruijian agreed to
refund all amount received in the transfer of equity interests
or assets, as the case maybe, under the Exclusive Option
Agreement to Beijing Ruier or any designee.

The Registered Shareholder, among other things, has
covenanted that, without the prior written consent of Beijing
Ruier:

() she will not transfer or otherwise dispose or create
any encumbrances on any of her equity interest in
Shenzhen Ruijian;

(i) she will not increase, decrease or change the
structure of the registered capital of Shenzhen
Ruijian, and shall not approve Shenzhen Ruijian to
merge, consolidate with, acquire or invest in any
entity;

(iii) she will not dispose or cause the management of
Shenzhen Ruijian to dispose any material assets
with a fair value above RMB500,000;

(iv) she will not terminate or cause the management of
Shenzhen Ruijian to terminate any material contracts
with a value above RMB500,000, or enter into
any agreements that contradicts with the material
contracts that currently in force;

(v) she will not appoint or change any director,
supervisor or any other management personnel of
Shenzhen Ruijian that should be appointed by the
Registered Shareholder;

(ii)
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(vi) she will not cause or permit the distribution of any
distributable profits and dividends;

(vii)  she will not amend the articles of association of
Shenzhen Ruijian;

(viii) she will not cause or permit Shenzhen Ruijian
to provide any loan or guarantee in any kind, or
undertake any substantive duties other than in the
ordinary course of business;

(ix) she will not cause or permit Shenzhen Ruijian to
enter into any transaction or take any action that
may affect its assets, rights, duties and operation;
and

(x) she will not directly or indirectly engage, possess or
acquire any business which competes or is likely to
compete with the business of Shenzhen Ruijian.

The Registered Shareholder further undertakes that, upon
Beijing Ruier issuing the notice to exercise the option in
accordance with the Exclusive Option Agreement, the
Registered Shareholder will take all necessary actions to
procure the transfer and relinquish the pre-emptive right (if
any). Each of the parties to the Exclusive Option Agreement
confirms and agrees that (i) in the event of a dissolution or
liquidation of Shenzhen Ruijian under the PRC laws, all the
residual assets attributable to the Registered Shareholder
in Shenzhen Ruijian shall be transferred to Beijing Ruier or
its designated person(s) at the minimum purchase price
permitted under PRC laws, and the Registered Shareholder
undertakes that she shall refund all amount received in the
transfer to Beijing Ruier or any designee. Each of Beijing
Ruier, the Registered Shareholder and Shenzhen Ruijian
confirmed and agreed that, in the event of bankruptcy,
reorganization, merger or shareholder change of Shenzhen
Ruijian which affects the Registered Shareholder’s
equity interest in Shenzhen Ruijian, the successor of the
Registered Shareholder shall be bound by the Exclusive
Option Agreement, and any disposal of interests (including
but not limited to equity interest, debt and asset) in
Shenzhen Ruijian contained in any debt arrangement,
reorganization agreement and any other legal documents
shall not contradict with the Exclusive Option Agreement
unless otherwise with the prior written consent of Beijing
Ruier.
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(iii)

The Exclusive Option Agreement shall be effective upon
execution and have an indefinite term unless terminated
in the following events: (i) if Beijing Ruier and/or its
designated person(s) are able to directly hold all the
equity interests in Shenzhen Ruijian as permitted by the
PRC laws then in force, and upon duly transfer of all of the
equity interests in Shenzhen Ruijian or all of the assets of
Shenzhen Ruijian owned by the Registered Shareholder
to Beijing Ruier and/or its designated person(s) pursuant
to applicable PRC laws and regulations, (ii) Beijing Ruier
unilaterally terminates the agreement, or (iii) continuing
performance of the obligations of the agreements will
result in violation of or non-compliance with the applicable
PRC laws and regulations, the Listing Rules or other
requirements of the Stock Exchange.

Entrustment Agreement and Powers of Attorney

On August 20, 2020, Beijing Ruier and the Registered
Shareholder entered into a shareholders’ rights entrustment
agreement (the “Entrustment Agreement”) with Shenzhen
Ruijian and executed a powers of attorney (the “Powers of
Attorney”) in favor of Mr. ZOU Qifang (the “Attorney”).

Pursuant to the Entrustment Agreement and the Powers
of Attorney, (i) the Registered Shareholder irrevocably
authorizes Beijing Ruier or its designated person(s) (namely
the Directors and liquidator or other successor who acts
in the capacity of a Director but excluding any non-
independent persons or persons with potential conflicts of
interests) and the Attorney to exercise all of her rights and
powers as a shareholder of Shenzhen Ruijian on behalf of
her, including without limitation:

. to execute shareholder resolutions as her proxy;

° to exercise all shareholder’s voting rights in
accordance with PRC laws and the constitutional
documents of Shenzhen Ruijian, including but not
limited to the appointment of legal representative,
director and supervisor of Shenzhen Ruijian,
amendment of the articles of association of
Shenzhen Ruijian, decision on the increase and
decrease of registered capital, merger, split and
transfer of equity interests in Shenzhen Ruijian as
her proxy; and

(iif)
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(iv)

° to receive any residual assets of Shenzhen Ruijian
as her proxy in the event of dissolution or liquidation
of Shenzhen Ruijian.

The Registered Shareholder undertakes that, the
authorization granted under the Entrustment Agreement will
not result in any potential conflicts of interests between her
and Beijing Ruier or its designee. If any potential conflicts
of interests arises, the Registered Shareholder shall protect
and not harm the interests of Beijing Ruier, its subsidiaries
or its indirect offshore shareholders. If there is any conflict
of interests, the Registered Shareholder shall take action
to eliminate such conflict of interests in a timely manner
and as approved by Beijing Ruier or its designee. In the
event that the Registered Shareholder refuses to take such
action, Beijing Ruier is entitled to exercise the option under
the Exclusive Option Agreement in accordance with the
relevant PRC laws and regulations.

The Entrustment Agreement and Powers of Attorney shall
be effective upon signing and have an indefinite term
unless terminated in the following events: (i) if Beijing Ruier
and/or its designated person(s) are able to directly hold
all the equity interests in Shenzhen Ruijian as permitted by
the PRC laws then in force, and upon duly transfer of all of
the equity interests in Shenzhen Ruijian or all of the assets
of Shenzhen Ruijian owned by the Registered Shareholder
to Beijing Ruier and/or its designated person(s) pursuant
to applicable PRC laws and regulations, (ii) Beijing Ruier
unilaterally terminates the agreements, or (iii) continuing
performance of the agreement will result in violation of
or non-compliance with the applicable PRC laws and
regulations, the Listing Rules or other requirements of the
Stock Exchange.

Equity Pledge Agreement

On August 20, 2020, Beijing Ruier, Shenzhen Ruijian and
the Registered Shareholder entered into an equity pledge
agreement (the “Equity Pledge Agreement”), pursuant to
which (i) the Registered Shareholder agrees to pledge all
of her equity interest in Shenzhen Ruijian to Beijing Ruier
as a security interest to guarantee the performance of the
contractual obligations and payment of outstanding debts
under the Contractual Arrangements.

(iv)
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If the Registered Shareholder receives any dividend from
Shenzhen Ruijian during the term of the Equity Pledge
Agreement, the Registered Shareholder agrees to give
all the dividends she received to Beijing Ruier as a gift.
In the event of any breach of obligations by Shenzhen
Ruijian or the Registered Shareholder, Beijing Ruier, upon
issuing a written notice to the Registered Shareholder, will
be entitled to all remedies available under PRC laws and
the Contractual Arrangements, including but not limited to
disposing of the equity interests pledged in its favor.

Pursuant to the Equity Pledge Agreement, the Registered
Shareholder undertakes to Beijing Ruier, among others, not
to transfer the equity interests pledged and not to create
or permit the creation of any other pledge or encumbrance
without Beijing Ruier’s prior written consent. Shenzhen
Ruijian further undertakes to Beijing Ruier not to assist
or permit any transfer of the equity interests pledged or
to assist or permit the creation of any other pledge or
encumbrance without Beijing Ruier’s prior written consent.

The Equity Pledge Agreement shall remain effective unless
terminate in the following events: (i) if Beijing Ruier and/
or its designated person(s) are able to directly hold all the
equity interests in Shenzhen Ruijian as permitted by the
PRC laws then in force, and upon duly transfer of all of the
equity interests in Shenzhen Ruijian or all of the assets of
Shenzhen Ruijian to Beijing Ruier and/or its designated
person(s) pursuant to applicable PRC laws and regulations,
(ii) Beijing Ruier unilaterally terminates the agreement, or
(iii) continuing performance of the agreement will result in
violation of or non-compliance with the applicable PRC laws
and regulations, the Listing Rules or other requirements of
the Stock Exchange.
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Reasons for adopting the Contractual Arrangements

Our VIE Entities primarily engage in the operation of dental clinics
and dental hospitals in China. According to the Negative List,
medical institutions fall within the “restricted” investment category,
and therefore may not be held 100% by foreign investors, and
foreign investments are restricted to the form of sino-foreign
joint venture (the “Foreign Ownership Restriction”). In light of the
Foreign Ownership Restriction, we determined that it was not
viable for our Company to (i) directly or indirectly hold more than
90% equity interest in medical institutions in Sichuan province
such as Chengdu Wuhou Ruitai and its subsidiaries; or (ii) directly
or indirectly hold more than 70% equity interest in medical
institutions of other provinces including Chongging. As such,
upon completion of the reorganization, we through the Contractual
Arrangements indirectly hold 90% equity interest in Chengdu
Wuhou Ruitai and 70% equity interest in (i) Beijing Shengbin, (ii)
Beijing Ruicheng, (iii) Shanghai Yazheng, (iv) Shenzhen Ruier,
(v) Shanghai Ruitai, (vi) Hangzhou Shengbin, (vii) Shanghai
Shengbin, (viii) Qingdao Ruigi, (ix) Chongging Ruisheng (through
Chongging Jinmei), (x) Chongging Jiuyue, (xi) Chongging Ruitai,
(xii) Chongging Ruihong Dental Clinic Co., Ltd. (EERZE B2
AMRAF]), (xiii) Chongqging Ruihua Dental Clinic Co., Ltd. (EEH
EORPIZEBR AR and (xiv) Guangzhou Yuexiu Ruitai Dental
Hospital Co., Ltd. (B/MN#EEHEOEERERAF).

In order to comply with PRC laws and regulations, as well as to
maintain maximum equity control over and to obtain all of the
economic benefits derived from the operation of VIE Entities, the
Company, through its wholly owned subsidiary, Beijing Ruier,
entered into a series of the Contractual Arrangements.

For further details of the foreign investment restrictions, please
refer to the section headed “Contractual Arrangements -
Background of the Contractual Arrangements” of the Prospectus.
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Risks relating to the Contractual Arrangements

There are certain risks that are associated with the Contractual
Arrangements, including:

(i)

(i)

if the PRC government finds that the agreements that
establish the structure for operating the Company’s
business in China do not comply with applicable PRC
laws and regulations, or if these regulations or their
interpretations change in the future, the Group could be
subject to severe consequences, including the nullification
of the Contractual Arrangements and the relinquishment of
the Company’s interest in the VIE Entities;

the Registered Shareholder of Shenzhen Ruijian may have
conflicts of interest with the Company, which may materially
and adversely affect our business and financial condition;

the Contractual Arrangements may not be as effective in
providing control as direct ownership;

if the Company exercise the option to acquire equity
ownership and assets of Shenzhen Ruijian, the ownership
or asset transfer may subject us to certain limitations and
substantial costs.

Actions taken by the Group to mitigate the risks relating to
the Contractual Arrangements

Our Group has adopted the following measures to ensure the
effective operation with the implementation and compliance of the
Contractual Arrangements:

(1)

major issues arising from the implementation and
compliance with the Contractual Arrangements or any
regulatory enquiries from government authorities will
be submitted to the Board, if necessary, for review and
discussion on an occurrence basis;

the Board will review the overall performance of and
compliance with the Contractual Arrangements at least
once a year;
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(3) the Company will disclose the overall performance
and compliance with the Contractual Arrangements in
our annual reports and interim reports to update our
Shareholders and potential investors; and

(4) the Company will engage external legal advisers or other
professional advisers, if necessary, to assist the Board to
review the implementation of the Contractual Arrangements
and the legal compliance of Beijing Ruier and the VIE
Entities to deal with specific issues or matters arising from
the Contractual Arrangements.

Listing Rules Implications and Waiver from the Stock
Exchange

The VIE Entities will be treated as the Company’s wholly-owned
subsidiaries, and their directors, chief executives or substantial
shareholders (as defined in the Listing Rules) and their respective
associates will be treated as the Company’s connected persons.
Shenzhen Ruijian will be treated as a connected person of the
Company. Accordingly, the transactions contemplated under
the Contractual Arrangements constitute continuing connected
transactions of our Group and are subject to reporting,
announcement and independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

In relation to the Contractual Arrangements, we have applied to
the Stock Exchange for, and the Stock Exchange has granted, a
waiver from strict compliance with (i) the announcement, circular
and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules in respect of the transactions
contemplated under the Contractual Arrangements pursuant
to Rule 14A.105 of the Listing Rules, (ii) the requirement of
setting an annual cap for the transactions under the Contractual
Arrangements under Rule 14A.53 of the Listing Rules, and (iii) the
requirement of limiting the term of the Contractual Arrangements
to three years or less under Rule 14A.52 of the Listing Rules,
for so long as our Shares are listed on the Stock Exchange
subject however to the conditions provided under the waiver. For
further details, please refer to the section headed “Connected
Transactions” of the Prospectus.
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Material Change or Termination of the Contractual
Arrangements

During the year ended March 31, 2022, (i) there were no new
contractual arrangements entered into, renewed or reproduced
between the Group and the VIE Entities, (ii) there were no material
changes in the Contractual Arrangements or the circumstances
under which they were adopted, and (iii) none of the structured
contracts under the Contractual Arrangements mentioned
above has been unwound as none of the restrictions that led
to the adoption of structured contracts under the Contractual
Arrangements have been removed.

Annual Review

The Directors, including the independent non-executive Directors,
have reviewed the Contractual Arrangements and have confirmed
that the Contractual Arrangements were entered into (i) in the
ordinary and usual course of business of the Group, (ii) on normal
commercial terms, and (iii) in accordance with the respective
agreements governing them on terms that are fair and reasonable
and in the interests of the Company and its Shareholders as a
whole.

The independent non-executive Directors have reviewed the
Contractual Arrangements and confirmed that:

(a) the transactions carried out during the year ended March
31, 2022 have been entered into in accordance with the
relevant provisions of the Contractual Arrangements, and
that the profit generated by the VIE Entities has been
substantially retained by Beijing Ruier;

(b) no dividends or other distributions have been made by
the VIE Entities or any non-wholly owned subsidiary of
the Group to the holders of its equity interests which are
not otherwise subsequently assigned or transferred to the
Group; and

(c) other than the Contractual Arrangements, no new contracts
have been entered into, renewed and/or reproduced
between the Group and the VIE Entities during the year
ended March 31, 2022.
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The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised), Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information and with reference to Practice Note 740 (Revised),
Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules issued by the Hong Kong Institute
of Certified Public Accountants. The auditor has issued his
unmodified letter containing his findings and conclusions in
respect of the continuing connected transactions disclosed by
the Group in the sections headed “Connected Transactions” and
“Contractual Arrangements” set out in the directors’ report of this
annual report in accordance with Rule 14A.56 of the Listing Rules.
A copy of the auditor’s letter has been provided by the Company
to the Stock Exchange.

CONTRACT OF SIGNIFICANCE

Save as disclosed in the section headed “Connected
Transactions” and “Contractual Arrangements” above, no contract
of significance was entered into between the Company, or one of
its subsidiary companies, and any of its Controlling Shareholders
or subsidiaries for the year ended March 31, 2022.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any listed securities of the Company during the
period from the Listing Date to March 31, 2022.

PURCHASE OF WEALTH MANAGEMENT PRODUCT

The Group purchased certain wealth management products
before the Listing Date:

() on February 10, 2022, the Company entered into the
subscription agreement with Growth Vanguard Fund SPC
(on behalf of New Economics Fund SP) (“GVF”) for the
purchase of Growth Vanguard US Dollars Fund — Growth
Vanguard Flexible Cash Management Plan (Growth
VanguardE T E¥ES —Growth Vanguard® /51 & EIE
#T#]) (“GV Cash Management Product”) in the principal
amount of US$0.65 million;

(i) on March 14, 2022, the Company entered into the
subscription agreement with GVF for the purchase of GV
Cash Management Product in the principal amount of
US$0.39 million;
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(iii) on March 15, 2022, the Company entered into the
subscription agreement with GVF for the purchase of GV
Cash Management Product in the principal amount of US$6
million; and

(iv) on March 15, 2022, the Company entered into the

subscription agreement with GVF for the purchase of GV

Cash Management Product in the principal amount of

US$24 million (collectively, the “Purchase”).

The GV Cash Management Product is subject to a lock-up
period of one month and can be redeemed by the Company at
any time upon expiration of the lock-up period. None of the GV
Cash Management Products purchased by the Company has
been redeemed as of the date of this annual report. The fixed
annualized return rate of GV Cash Management Product is 1.2%.

The source of funding for the Purchase are the Group’s internal
funds that are not required immediately for operation or capital
expenditure purposes rather than the proceeds from the initial
public offering. The Purchase is considered to be part of the
Group's treasury management to improve the utilization of its
idle funds and to bring higher return on capital. In addition, the
Company has taken into account the capital needs for daily
operations and capital expenditure when purchasing the GV Cash
Management Product and determining the respective subscription
amount. The Purchase will not affect the daily operations of the
Company. To the best of the Directors’ knowledge, information
and belief after having made all reasonable enquiries, GVF and
its ultimate beneficial owners are third parties independent of the
Company and its connected persons.

MATERIAL LITIGATION

The Company was not involved in any material litigation or
arbitration for the year ended March 31, 2022. The Directors are
also not aware of any material litigation or claims that are pending
or threatened against the Group during the year ended March 31,
2022.

USE OF PROCEEDS FROM GLOBAL OFFERING

The Company’s Shares were listed on the Stock Exchange on
March 22, 2022. The net proceeds from the Global Offering
amounted to approximately HK$589.9 million.
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As of March 31, 2022, none of the net proceeds of the Global & Z202243A310 @ BIEE NI EMSHNIEFE
Offering had been utilized, please refer to the detailed use of T - AMAESIENEERAERFEL2H T
proceeds as follows:

Utilization Unutilized Expected
Amount of during the net proceeds timeframe
net proceeds Percentage year ended as of for
for the of total net March 31, March 31, unutilized
relevant use proceeds 2021 2021 net proceeds
BZ2021F

HETFE BE2021F 3A3EN XRBAF
BARERAR Fr8XIER 3A318 RBAEF FBRE

KRB NE Aak LEERA FERE FHRER
HK$ million Percentage HK$ million HK$ million
BERAT BOL BEAT BERT
Business expansion
EBEER
Increase penetration and grow footprint 324.4 55.0% - 324.4  over the next
in existing and emerging Tier-1 cities five years
in China and existing Tier-2 cities in China
PEEAEFE- G RTPREREE AT RBEER ARBER
WERBE NI
Expansion into new key 118.0 20.0% - 118.0  over the next
Tier-2 cities in China five years
BREPRMOZO _HET ARBER
Subtotal 442.4 75.0% - 442.4
bt
Build and optimize IT infrastructure 88.5 15.0% - 88.5 over the next
five years
BERRELEEREMERRHE AKRROER
Working capital 59.0 10.0% - 59.0  over the next
five years
EEES RRAEA
Total 589.9 100.0% - 589.9

ast




The net proceeds have been and will be utilized in accordance
with the purposes set out in the Prospectus. The unutilized net
proceeds are expected to be fully utilized by the year ending
March 31, 2027. The expected timeline for utilizing the remaining
proceeds is based on the best estimation of the future progress of
business expansion and market conditions made by the Company.
It will be subject to change based on the current and future
development of market conditions.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
annual report, the Company has maintained the prescribed
percentage of public float under the Listing Rules.

AUDITOR

PricewaterhouseCoopers has audited the consolidated financial
statements for the year ended March 31, 2022. A resolution
regarding the re-appointment of PricewaterhouseCoopers as the
Group’s auditor will be proposed at the AGM. There is no change
of auditor since the Listing Date.

IMPORTANT EVENTS AFTER THE REPORTING
PERIOD

On 2 April 2022, a subsidiary of the Company entered into
an investment agreement to acquire 14.1% equity interest of
Shenzhen Baocheng Dental Hospital for a cash consideration
of RMB25 million. As at 31 March 2022, a deposit amounted to
RMB5 million was paid to the existing shareholders of Shenzhen
Baocheng Dental Hospital for the purpose of first installment for
the consideration.

On 19 April 2022, the Company entered into a subscription
agreement with AP China Unicorn Fund SPC to purchase wealth
management products amounted to US$3,000,000 at a fixed
annualized return rate of 1.2%. The wealth management product
is subject to a lock-up period of six months and can be redeemed
by the Company at any time upon expiration of the lock-up period.

On July 8, 2022, a subsidiary of the Company entered into an
investment agreement to acquire 51% equity interest of Wuxi
Tongshan Dental Hospital Co., Ltd (E#HmiEZEOREERARDQR)
(the “Investment”). For further details on the Investment, please
refer to the announcement of the Company dated July 8, 2022.

Save as disclosed in this annual report, no important events
affecting the Company occurred since the Reporting Period and
up to the date of this annual report.
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FUTURE PLANS FOR MATERIAL INVESTMENTS AND
CAPITAL ASSETS

Save as disclosed in this annual report, we do not have any plan
for material investments and capital assets.

ANNUAL GENERAL MEETING AND CLOSURE OF
THE REGISTER OF MEMBERS

For determining the entitlement of the Shareholders to attend
the AGM of the Company to be held on September 26, 2022,
the register of members of the Company will be closed from
Wednesday, September 21, 2022 to Monday, September 26,
2022, both days inclusive. In order to be eligible to attend and
vote at the AGM, all transfer accompanied by the relevant share
certificates and transfer forms must be lodged with the Company’s
share registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong before 4:30
p.m. on Tuesday, September 20, 2022.

By Order of the Board

Arrail Group Limited
Mr. ZOU Qifang
Chairman

Beijing, PRC, June 27, 2022
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of
corporate governance to safeguard the interests of shareholders
and to enhance corporate value and accountability. The Company
has adopted the principles and the code provisions of the
Corporate Governance Code (the “CG Code”) contained in
Appendix 14 to the Listing Rules to ensure that the Company’s
business activities and decision-making processes are regulated
in a proper and prudent manner.

The Company complied with all the applicable principles and
code provisions under the CG Code since the Listing Date and
up to March 31, 2022 and up to the date of this annual report
(the “Period”), save and except for deviation from code provision
C.2.1 of the CG Code. Details of the deviation are explained in the
section “Chairman and chief executive officer” of this corporate
governance report.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Guidelines for Securities
Transactions by Directors (the “Written Guidelines”) on no less
exacting terms than the Model Code as its own code of conduct
regarding securities transactions by the Directors.

Having made specific enquiry of all Directors, all of them have
confirmed that they have complied with the Model Code and
the Written Guidelines during the Period. No incident of non-
compliance of the Written Guidelines by the employees who are
likely to be in possession of inside information of the Company
was noted by the Company.

THE BOARD
Board Composition

The Board currently comprises of seven members, consisting of
four executive Directors and three independent non-executive
Directors. The composition of the Board is as follows:
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Executive Directors

Mr. Zou Qifang (Chairman)
Ms. Qin Jessie Xin

Mr. Zhang Jincai

Mr. Zou Jianlong

Independent non-executive Directors

Ms. Liu Xiaomei Michelle
Mr. Sun Jian
Dr. Zhang Bang

The list of directors (by category) is also disclosed in all corporate
communications issued by the Company from time to time
pursuant to the Listing Rules. The independent non-executive
Directors are expressly identified in all corporate communications
pursuant to the Listing Rules.

The biographical details of the Directors are set out under “Profiles
of Directors and Management” section in this annual report.
Save as disclosed above, none of the members of the Board had
relationship (including financial, business, family or other material
relationships) with each other.

Chairman and chief executive officer

Mr. Zou Qifang is the chairman of the Board and chief executive
officer of the Company. Although this deviates from the practice
under code provision C.2.1 of the CG Code, where it provides
that the two positions should be held by two different individuals.
As Mr. Zou is the founder of the Group and has been managing
the Group’s business and overall strategic planning since its
establishment, the Directors consider that vesting the roles of
chairman and chief executive officer in Mr. Zou is beneficial to the
business prospects and management of the Group by ensuring
consistent leadership within the Group. Taking into account all the
corporate governance measures that we are going to implement
upon Listing, the Board considers that the balance of power and
authority for the present arrangement will not be impaired and
this structure will enable the Company to make and implement
decisions promptly and effectively. Accordingly, the Company
had not segregated the roles of its chairman and chief executive
officer. The Board will continue to review and consider splitting
the roles of chairman of the Board and the chief executive officer
of the Company at an appropriate time if necessary, taking into
account the circumstances of the Group as a whole.
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Independent non-executive Directors

During the Period, the Board has at all times met the requirements
of Rule 3.10 and Rule 3.10A of the Listing Rules relating to
the appointment of at least three independent non-executive
Directors, representing one-third of the Board with one of whom
possessing appropriate professional qualifications or accounting
or related financial management expertise.

The independent non-executive Directors bring a wide range of
business and financial expertise, experience and independent
judgement to the Board and they are invited to serve on the Board
committees of the Company. Through active participation at Board
meeting, taking the lead in managing issues involving potential
conflict of interests, all independent non-executive Directors
have made various contributions to the effective direction of
the Company and provided adequate checks and balances to
safeguard the interests of both the Group and the Shareholders.

The Company has received written annual confirmation from each
independent non-executive Director of his/her independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
all independent non-executive Directors to be independent in light
of the independence guidelines set out in Rule 3.13 of the Listing
Rules.

Appointment and re-election of Directors

All Directors are appointed for a specific term, subject to renewal
upon expiry of the existing term.

Each of the executive Directors has entered into a service
contract with the Company on December 1, 2021. The initial
term of his service contract shall commence from the date of
his/her appointment as a Director and continue for a period of
three years after or until the third annual general meeting of the
Company since the Listing Date, whichever is earlier, and shall
be automatically renewed for successive periods of three years
(subject always to re-election as and when required under the
Articles of Association) until terminated in accordance with the
terms and conditions of the service contract or by either party
giving to the other not less than three months’ prior notice in
writing.
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Each of the independent non-executive Directors has entered into
an appointment letter with the Company on November 25, 2021.
The initial term for their appointment letters shall commence from
the date of his/her appointment as a Director and continue for a
period of three years after or until the third annual general meeting
of the Company since the Listing Date, whichever is earlier, and
shall be automatically renewed for successive periods of three
years (subject always to re-election as and when required under
the Articles of Association), until terminated in accordance with
the terms and conditions of the appointment letter or by either
party giving to the other not less than three months’ prior notice in
writing.

Save as disclosed above, none of the Directors has entered into
a service contract with the Group that is not determinable by the
Group within one year without payment of compensation (other
than statutory compensation).

The procedure and process of appointment, re-election
and removal of the Directors are laid down in the Articles of
Association. The Nomination Committee is responsible for
reviewing Board composition, making recommendations to the
Board on the appointment or re-appointment of the Directors
and succession planning for the Directors, assessing the
independence of independent non-executive Directors.

In accordance with article 109 of the Articles of Association, at
each annual general meeting, one-third of the Directors for the
time being, or, if their number is not three or a multiple of three,
then the number nearest to but not less than one-third, shall retire
from office by rotation provided that every Director (including
those appointed for a specific term) shall be subject to retirement
by rotation at least once every three years. A retiring Director
shall be eligible for re-election. The Director who has not been
subject to retirement by rotation in the three years preceding the
annual general meeting shall retire by rotation at such annual
general meeting. The Directors to retire shall be those who have
been longest in office since their last re-election or appointment
and so that as between persons who became or were last re-
elected Directors on the same day those to retire shall (unless
they otherwise agree among themselves) be determined by lot.

In accordance with article 113 of the Articles of Association, any
Director appointed by the Board to fill a casual vacancy or as an
addition to the existing Board shall hold office only until the first
annual general meeting of the Company after his appointment and
shall then be eligible for re-election.
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By virtue of articles 109 of the Articles of Association, Mr. Zou
Qifang, Ms. Qin Jessie Xin and Mr. Zou Jianlong will retire by
rotation from office and, being eligible, will offer himself/herself for
re-election at the AGM.

The Board and the Nomination Committee recommended their re-
appointment at the AGM. The Company’s circular, sent together
with this annual report, contains detailed information of the above
recommended persons as required by the Listing Rules.

Duties performed by the Board and management

The Board is responsible for the overall leadership and oversees
development of the Group, approving and monitoring the
overall development strategy of the Group and its operation and
financial performance, ensuring that the Directors perform their
proper duties and act in the best interests of the Group and hold
discussions on various important and proper businesses of the
Company in a timely manner. All Directors are entitled to raise
and include any matters that should be submitted to the Board for
discussion in the agenda of the board meeting. The management
shall provide members of the Board and specialized committees
under the Board with appropriate and sufficient information in a
timely manner so as to update them with the latest developments
of the Group and to better facilitate the discharge of their duties.
The management team is accountable to the Board, executing
the strategies and plans formulated by the Board, and making
decisions in relation to the day-to-day operation of the Group.
Directors have resources to seek independent professional advice
in performing their duties at the Company’s expense and are
encouraged to consult with the Company’s senior management
independently.

Appropriate directors’ liability insurance cover has been arranged
by the Company to indemnify the Board members for liabilities
arising out of corporate activities.

Training, Induction and Continuing Development of Directors

Induction materials and briefings regarding the duties and
responsibilities of being a Director, the relevant laws and
regulations applicable to the Directors, duty of disclosure of
interest in the Group will be provided to newly appointed Directors
shortly upon their appointment as Directors. Continuing briefings
and professional development to Directors will be arranged
whenever necessary. The Company will continue to arrange and
fund the training in accordance with code provision C.1.4 of the
CG Code.
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According to the records of the Company, during the Period, 1RIEART 4L - N8 - FAEEEH 2 E
all Directors have received the following training, the emphasis T~EEHBBB FHATE SHEE - Bet LR
of which were on the roles, functions and duties of directors of HEHEI @ ABETREE AT EEESFERE
companies listed on the Stock Exchange, in order to comply ZEMMBEETE -

with the relevant requirements under the CG Code in relation to

continuous professional development of directors:

Attending
seminars/
Reading briefings
materials ~ ZEEIE
R EAT R R
Executive Directors HITEE
Mr. Zou Qifang (Chairman) BEF T4 (L) V] V]
Ms. Qin Jessie Xin kgt V] V]
Mr. Zhang Jincai ERALE V] V]
Mr. Zou Jianlong FRlgELE V] (V]
Independent Non-executive Directors BUIBITESE
Ms. Liu Xiaomei Michelle X+ ] (V]
Mr. Sun Jian Bt R%! V]
Mr. Zhang Bang RES LA V] V]
Directors’ Attendance at Meetings EFNEEHE

During the Period, 3 Board meetings were held. Details of R#ZHM @ ARFEBITZAREEZEEH - £ H
the attendance records of Directors’ attendance at the Board FEZTEEHRNMEFZESTZANLFBLHEFER
meetings and Board committee meetings are set out below: R

Meetings Attended/Meetings Held
HESE ETEE
Audit Nomination Remuneration
Board Committee Committee Committee

558 FLZBg REZES eSS

Executive Directors HITEE

Mr. Zou Qifang (Chairman) BMEFSE(FE) 3/3 - - -
Ms. Qin Jessie Xin Y+ 3/3 - - -
Mr. Zhang Jincai B EE 3/3 - - -
Mr. Zou Jianlong BRBELE 3/3 - - -

Independent Non-executive Directors BV HHITEE

Ms. Liu Xiaomei Michelle BIXHg+ 3/3 1/1 1/1 1/1
Mr. Sun Jian BRIgkE 3/3 1/1 1/1 11
Mr. Zhang Bang RES A& 3/3 11 11 1/1
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During the Period, save as disclosed in the above table, the
chairman has held a meeting with the independent non-executive
Directors.

In addition, no general meeting was held during the Period.

Board Committees

The Company has established three committees under the
Board pursuant to the regulations and corporate governance
practice requirements under the Listing Rules, including the Audit
Committee, Remuneration Committee and Nomination Committee.

Nomination Committee

The Company established the Nomination Committee with written
terms of reference in compliance with paragraph B.3 of the CG
Code as set out in Appendix 14 to the Listing Rules.

The primary duties of the Nomination Committee include, without
limitation, (a) to review the structure, size, composition and
diversity (including without limitation, gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service) of the Board at least annually
and make recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy; (b)
to determine the policy for the nomination of directors, identify
individuals suitably qualified to become members of the Board
and may select individuals nominated for directorship; (c) to
assess the independence of the independent non-executive
directors; and (d) to make recommendations to the Board on
the appointment or reappointment of directors and succession
planning for directors, in particular the chairman and the chief
executive, taking into the Company’s corporate strategy and the
mix of skills, knowledge, experience and diversity needed in the
future.

The Nomination Committee currently consists of three independent
non-executive Directors, namely Ms. Liu Xiaomei Michelle, Mr.
Sun Jian and Mr. Zhang Bang. Mr. Sun Jian is the chairman of the
Nomination Committee.

During the Period, the Nomination Committee held 1 meeting and
had reviewed the structure, size and composition of the Board,
assessed the independence of the independent non-executive
Directors and made recommendation to the Board on the re-
election of the Directors at the AGM.
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Board Diversity Policy

The Board has adopted a board diversity policy (the “Board
Diversity Policy”’) which sets out the approach to achieve a
sustainable and balanced development of the Company and also
to enhance the quality of performance of the Company.

The Company recognizes and embraces the benefits of diversity
in Board members and see increasing diversity at the Board
level as an essential element in maintaining our competitive
advantage. A board with diversified members includes and
capitalizes of different skills, regional and industry experience,
background, race, gender and other qualities of directors. These
differences will be taken into account in determining the optimum
composition of the Board. As at the date of this report, the Board
comprised of seven Directors, including five male Directors and
two female Directors with different appropriate skills, knowledge
and experience to promote and achieve better performance of the
Company. Three of them are independent non-executive Directors,
thereby promoting critical review and control of the management
process.

Implementation

The Nomination Committee will review annually the structure,
size and composition of the Board and, where appropriate, make
recommendations on changes to the Board to complement the
Company’s corporate strategy.

In relation to reviewing and assessing the Board composition and
the nomination of directors (as applicable), board diversity has to
be considered from a number of aspects, including but not limited
to gender, age, cultural and educational background, professional
qualifications, skills, knowledge, industry and regional experience
and length of services.
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The Company will also take into account factors relating to its own
business model and specific needs from time to time. The ultimate
decision is based on merit and contribution that the selected
candidates will bring to the Board.

We aim to maintain an appropriate balance of diversity
perspectives of the Board that are relevant to our business
growth. In particular, we recognise that gender diversity at the
Board level can be improved given two out of seven of our
Directors are female upon the Listing. We will continue to apply
the principle of appointments based on merits with reference to
the Board Diversity Policy as a whole, and we have also taken,
and will continue to take steps to promote gender diversity at
all levels of the Company, including but not limited to the Board
and the management levels. In particular, taking into account the
business needs of the Group and changing circumstances from
time to time that may affect the Group’s business plans, we will
actively identify female individuals suitably qualified to become
the Board members and we aim to achieve a target of 40%
female representation in the Board, during the period of which
we are listed on the Stock Exchange. To further ensure gender
diversity of our Board in a long run, the Group will also identify
and select several female individuals with a diverse range of
skills, experience and knowledge in different fields from time to
time, and maintain a list of such female individuals who possess
qualities to become the Board members, which will be reviewed
by the Nomination Committee quarterly in order to develop a
pipeline of potential successors to the Board to promote gender
diversity of the Board.

In addition, among the 3,336 employees of the Group as at the
date of this annual report, 561 are males (16.8%) and 2,775 are
females (83.2%). The Board is satisfied with the gender diversity
of the employees.

Nomination Policy

A nomination policy (the “Nomination Policy”) for the Directors
was formally adopted and this incorporated the nomination criteria
and principles for the Directors. The Nomination Policy applies
to the Directors and where applicable, senior management
prepared for Board positions under the succession planning of the
Company.
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The Nomination Policy aims to (i) set out the criteria and process
in the nomination and appointment of the Directors; (ii) ensure
that the Board has a balance of skills, experience and diversity
of perspectives appropriate to the Company; and (iii) ensure the
Board continuity and appropriate leadership at Board level.

In evaluating and selecting any candidate for directorship, the
following criteria should be considered:

° Character and integrity;

o Qualifications including professional qualifications, skills,
knowledge and experience and diversity aspects under the
Board Diversity Policy that are relevant to the Company’s
business and corporate strategy;

. Any measurable objectives adopted for achieving diversity
on the Board;

o Requirement for the Board to have independent directors
in accordance with the Listing Rules and whether the
candidate would be considered independent with reference
to the independence guidelines set out in the Listing Rules;

o Any potential contributions the candidate can bring to
the Board in terms of qualifications, skills, experience,
independence and gender diversity;

° Willingness and ability to devote adequate time to
discharge duties as a member of the Board and/or Board
committee(s) of the Company; and

o Such other perspectives that are appropriate to the
Company’s business and succession plan and where
applicable, may be adopted and/or amended by the Board
and/or the Nomination Committee from time to time for
nomination of directors and succession planning.
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Nomination procedure

Appointment of new directors

(i)

(if)

(iii)

(iv)

The Nomination Committee and/or the Board may select
candidates for directorship from various channels,
including but not limited to internal promotion, re-
designation, referral by other member of the management
and external recruitment agents.

The Nomination Committee and/or the Board should, upon
receipt of the proposal on appointment of new director
and the biographical information (or relevant details) of the
candidate, evaluate such candidate based on the criteria
as set out above to determine whether such candidate is
qualified for directorship.

If the process yields one or more desirable candidates, the
Nomination Committee and/or the Board should rank them
by order of preference based on the needs of the Company
and reference check of each candidate (where applicable).

The Nomination Committee should then recommend
to the Board to appoint the appropriate candidate for
directorship, as applicable.

For any person that is nominated by a shareholder for
election as a director at the general meeting of the
Company, the Nomination Committee and/or the Board
should evaluate such candidate based on the criteria as
set out above to determine whether such candidate is
qualified for directorship.

Where appropriate, the Nomination Committee and/or the Board
should make recommendation to shareholders in respect of the
proposed election of director at the general meeting.
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Re-election of directors at general meeting

(i The Nomination Committee and/or the Board should review
the overall contribution and service to the Company of
the retiring director and the level of participation and
performance on the Board.

(i) The Nomination Committee and/or the Board should
also review and determine whether the retiring director
continues to meet the criteria as set out above.

The Nomination Committee and/or the Board should then
make recommendation to shareholders in respect of the
proposed re-election of director at the general meeting.

(iii)

Where the Board proposes a resolution to elect or re-elect
a candidate as director at the general meeting, the relevant
information of the candidate will be disclosed in the circular to
shareholders and/or explanatory statement accompanying the
notice of the relevant general meeting in accordance with the
Listing Rules and/or applicable laws and regulations.

Audit Committee

The Company established the Audit Committee with written terms
of reference in compliance with Rule 3.21 of the Listing Rules and
paragraph D.3 of the CG Code.

The primary duties of the Audit Committee include, without
limitation, (a) to be primarily responsible for making
recommendation to the Board on the appointment, reappointment
and removal of the external auditor, and to approve the
remuneration and terms of engagement of the external auditor,
and any issues related to its resignation or dismissal; (b) to review
and monitor the external auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards; (c) to monitor integrity of the Company’s
financial statements and annual report and accounts, half-year
report and to review significant financial reporting judgements
contained in them; and (d) to discuss the risk management
and internal control systems with management to ensure that
management has performed its duty to have effective systems.
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Corporate Governance Functions

The Audit Committee is also responsible for performing the
corporate governance duties set out in code provision A.2.1 of the
CG Code, which include:

(a) to develop and review the Company’'s policies
and practices on corporate governance and make
recommendations to the Board;

(b) to review and monitor the training and continuous
professional development of the Directors and senior
management of the Company;

(c) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the Directors and
employees of the Company; and

(e) to review the compliance with the CG Code and disclosures
in the corporate governance report.

The Audit Committee currently consists of three independent non-
executive Directors, namely Ms. Liu Xiaomei Michelle, Mr. Sun Jian
and Mr. Zhang Bang. Mr. Zhang Bang who holds the appropriate
professional qualifications as required under Rule 3.10 (2) of the
Listing Rules is the chairman of the Audit Committee.

During the Period, the Audit Committee held 1 meeting and had
reviewed the annual results and annual report of the Group for the
year ended March 31, 2022, the effectiveness of the Company’s
financial controls, internal control and risk management systems.
The Audit Committee has reviewed the audited consolidated
financial statements and results of the Group for the Reporting
Period,and discussed and recommended to the Board on the re-
appointment of external auditor.

Remuneration Committee

The Company established the Remuneration Committee with
written terms of reference in compliance with Rule 3.25 of the
Listing Rules and paragraph E.1 of the CG Code as set out in
Appendix 14 to the Listing Rules.
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The primary duties of the Remuneration Committee, under the
principle that no Director or any of their associates should be
involved in deciding his own remuneration, include, without
limitation, (a) to make recommendations to the Board on the
Company’s policy and structure for the remuneration of all
directors and senior management and on the establishment of a
formal and transparent procedure for developing remuneration
policy; (b) to review and approve the management’s remuneration
proposals with reference to the Board’'s corporate goals and
objectives; and (c) to make recommendations to the Board on
the remuneration packages of individual executive Directors and
senior management, including benefits in kind, pension rights and
compensation payments, including any compensation payable for
loss or termination of their office or appointment.

The Remuneration Committee currently consists of three
independent non-executive Directors, namely Ms. Liu Xiaomei
Michelle, Mr. Sun Jian and Mr. Zhang Bang. Mr. Sun Jian is the
chairman of the Remuneration Committee.

During the Period, the Remuneration Committee held 1 meeting
and had reviewed the remuneration policy for all directors and
senior management and the remuneration of the newly appointed
Directors.

COMPANY SECRETARY

On April 22, 2022, Mr. Wong Keith Shing Cheung resigned as the
company secretary of the Company (the “Company Secretary”)
and Ms. Au Wai Ching has been appointed as the Company
Secretary. Mr. Wong confirmed that he had no disagreement
with the Board and there were no other matters in respect of
their resignations that need to be brought to the attention of the
shareholders of the Company and the Stock Exchange.

Ms. Au is a manager of SWCS Corporate Services Group (Hong
Kong) Limited, who fulfils the qualification requirements laid down
in the Listing Rules.

For the year ended March 31, 2022, each of Mr. Wong and Ms. Au
has taken not less than 15 hours of relevant professional training
in compliance with the requirements of Rule 3.29 of the Listing
Rules. The main contact person of Mr. Wong and Ms. Au in the
Company is Ms. Qin Jessie Xin, an executive Director.
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SENIOR MANAGEMENT’S REMUNERATION

The remuneration of the senior management of the Company by
band for the Reporting Period is set out below:

Band of remuneration (HKD)

SEEAHE
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No. of person

FMEEE (G8T) A
1,000,000 to 1,500,000 1,000,000 % 1,500,000 1
3,000,000 to 3,500,000 3,000,000% 3,500,000 1
5,500,000 to 6,000,000 5,500,000 % 6,000,000 1
9,000,000 to 9,500,000 9,000,000% 9,500,000 1

The band of remuneration of the above senior management does
not include the remuneration of Mr. ZOU Qifang, Ms. Qin Jessie
XIN, Mr. ZHANG Jincai and Mr. ZOU Jianlong, and the particulars
of their remuneration are set out in Note 36 to the consolidated
financial statements.

EXTERNAL AUDITOR AND AUDITOR’S REMUNERATION

The statement of the external auditor of the Company about their
reporting responsibilities for the Company’s consolidated financial
statements for the year ended March 31, 2022 is set out in the
Independent Auditor’'s Report on pages 198 to 208 of this annual
report.

The fees paid/payable to PricewaterhouseCoopers, the Company’s
auditor, in respect of audit services and non-audit services for the
year ended March 31, 2022 are analysed below:
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Fees paid/payable

RMB’ 000
Types of services provided by the external auditor B ENEA
SNEESTERENREESR ARBTT
Audit service — audit services fee for the BETARY — ElZ 202263 A31H 3,500
year ended March 31, 2022 IFFENSEARGEER
Non-audit service — Sustainability/environmental, IEEETIRTE — IHERE RE - 330
social and governance advisory services g RE AR R
Initial Public Offering BRAREBEE 11,210

PricewaterhouseCoopers will retire and being eligible, offer
themselves for re-appointment at the AGM.

The re-appointment of PricewaterhouseCoopers has been
recommended by the Audit Committee and endorsed by the
Board, subject to the approval of the Shareholders at the AGM.
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DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES
FOR FINANCIAL REPORTING IN RESPECT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors have acknowledged their responsibilities for
preparing the consolidated financial statements of the Company
for the year ended March 31, 2022, which give a true and fair view
of the affairs of the Company and the Group and of the Group’s
results and cash flows.

The management has provided the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company’s consolidated financial
statements, which are put to the Board for approval. The Company
provides all members of the Board with monthly updates on the
Company’s performance, positions and prospects.

The Directors have not been aware of any material uncertainties
relating to events or conditions that may cast significant doubt
upon the Group'’s ability to continue as a going concern.

The statement by the independent auditor of the Company
regarding their reporting responsibilities for the audit of the
consolidated financial statements of the Company is set out in the
independent auditor’s report on pages 198 to 208 in this annual
report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order to
safeguard the Group’s assets and shareholders’ interests, and
review and monitor the effectiveness of the Group’s internal
control and risk management systems on a yearly basis so as to
ensure that the internal control and risk management systems in
place are adequate. The purpose is to provide reasonable, but not
absolute, assurance against material misstatements, errors, losses
or fraud, and to manage rather than eliminate risks of failure in
achieving the Group’s business objectives.
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The Board has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to take
in achieving the Group’s strategic objectives and establishing
and maintaining appropriate and effective risk management
and internal control systems. The Audit Committee assists the
Board in leading the management and overseeing their design,
implementation and monitoring of the risk management and
internal control systems. The Group has set up an internal audit
function to carry out independent reviews of the adequacy
and effectiveness of its risk management and internal control
systems, due to the size of the Group and for cost effectiveness
consideration.

Risk Management

The Company has adopted a consolidated set of risk management
policies which set out a risk management framework to identify,
assess, evaluate, and monitor key risks associated with its
strategic objectives on an ongoing basis. The Board oversees
and manages the overall risks associated with our operations.
Risks identified by management will be analyzed on the basis
of likelihood and impact, and will be properly followed up and
mitigated and rectified by the Group and reported to the Directors.

The following key principles outline the Group’s approach to risk
management the Company plans to implement:

. The senior management oversees and manages the overall
risks associated with the Group’s business operations,
including (i) reviewing and approving the Company’s risk
management policy to ensure that it is consistent with its
corporate objectives; (ii) monitoring the most significant
risks associated with the Group’s business operations and
its management’s handling of such risks; and (iii) ensuring
the appropriate application of the risk management
framework across the Group;

o The chief executive officer of the Company is responsible
for (i) formulating and updating the risk management
policy; (ii) reviewing and approving major risk management
issues of the Group; (iii) promulgating risk management

(iv) providing guidance on the Group’s risk
management approach to the relevant departments in the
Group; (v) reviewing the relevant departments’ reporting
on key risks and providing feedback; (vi) supervising the
implementation of the risk management measures by the
relevant departments; (vii) ensuring that the appropriate
structure, processes and competencies are in place across
the Group; and (viii) reporting to the Audit Committee on
the Group’s material risks;

measures;
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REAWE

The relevant departments in the Group, including but not
limited to the finance department, the legal department,
and the human resources department, are responsible for
implementing the risk management policy and carrying out
day-to-day risk management practice. In order to formalize
risk management across the Group and set a common
level of transparency and risk management performance,
the relevant departments will (i) gather information
about the risks relating to their operation or function; (ii)
conduct risk assessments, which include the identification,
measurement, prioritization and categorization of all
key risks that could potentially affect their objectives;
(iii) define and implement appropriate risk responses
where necessary; (iv) prepare a risk management report
annually for the Company’s chief executive officer’s review;
(v) continuously monitor the key risks relating to their
operation or function; and (vi) develop and maintain an
appropriate mechanism to facilitate the application of the
risk management framework.

Internal Control

Below is a summary of the internal control policies, measures, and
procedures the Group has implemented or plan to implement:

The Group has adopted various measures and procedures
regarding each aspect of its business operation, such as
related party transaction, risk management, protection
of intellectual property, environmental protection and
occupational health and safety.

The Group provides various training programs to keep
the employees updated on relevant laws, regulations,
and policies. The Group’s new employees are required
to attend compliance training programs soon after on-
boarding, and must pass tests which examine their
understanding of the compliance issues addressed by
the training programs. The Group's employees are also
required to regularly attend on-site and online training
sessions to keep them informed of recent updates in the
relevant laws and regulations.
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. The Directors (who are responsible for monitoring the
corporate governance of the Group), with help from
the Company’s legal advisers, periodically review the
Company’s compliance status with all relevant laws and
regulations.

° The Company has established the Audit Committee
which (i) makes recommendations to the Directors on the
appointment and removal of external auditors; and (ii)
reviews the financial statements and renders advice in
respect to financial reporting as well as oversees internal
control procedures of the Group.

° The Company has engaged First Shanghai Capital
Limited as its compliance adviser to provide advice to the
Directors and management team until the end of the first
fiscal year after the Listing Date regarding matters relating
to the Listing Rules. The compliance adviser is expected
to ensure the Company’s use of funding complies with the
sections entitled “Future Plans and Use of Proceeds” in
the Prospectus, as well as to provide support and advice
regarding requirements of relevant regulatory authorities in
a timely manner.

. The Group maintains strict anti-bribery & anti-corruption
policies and believes it will therefore be less affected by
the increasingly stringent measures taken by the PRC
government to correct corruptive practices in the medical
industry.

The Board, together with the Audit Committee, had reviewed the
internal control and risk management systems for the period from
the Listing Date to March 31, 2022 and is satisfied that the internal
control and risk management systems are effective and adequate.

The Company recognises the importance of protecting the
confidentiality of potential inside information. Procedures are in
place to control the dissemination of inside information, including
the monitoring of potential inside information to ensure that
relevant facts and circumstances that may have material effect
on the share price of the Company are promptly identified and
assessed, and escalating the matter for the attention of the Board,
if necessary, to determine whether a disclosure is needed.
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The Audit Committee would continue to assist the Board to
oversee the work of such consultancy firm and review the
effectiveness of the risk management and internal control systems
of the Group.

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene an extraordinary
general meeting

Pursuant to Article 64 of the Articles of Association, the Board
may, whenever it thinks fit, convene an extraordinary general
meeting. One or more members holding, as at the date of deposit
of the requisition, in aggregate not less than one-tenth of the
voting rights (on a one vote per share basis) in the share capital
of the Company may also make a requisition to convene an
extraordinary general meeting and add resolutions to the agenda
of a meeting. Such requisition shall be made in writing to the
Board or the Company Secretary for the purpose of requiring an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition. Such
meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures for shareholders to put forward proposals at
shareholders’ meeting

If a Shareholder wishes to put forward proposals at a
shareholders’ meeting, the shareholder, who has satisfied the
shareholding requirements set out in the above paragraph
headed “Procedures for shareholders to convene an extraordinary
general meeting”, may follow the same procedures by sending
a written requisition to the Board. The Shareholder should state
his/her proposals in the written requisition and submit the written
requisition as early as practicable to enable the Company to make
necessary arrangement.
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Procedures for directing shareholder’s enquiries to the
Board

Shareholders may send written enquiries to the Company for
putting forward any enquiries or proposals to the Board. Contact
details are as follows:

Address:
gk -

6F, Building 11 No. 18, Ziyue Road
LR

SEEAHE

HESERIRREANERF

BRRAIMARREXE@MA R UAEFSREE
MEARER - BREROT

Chaolai Science Park, Chaoyang District

PERARSHREXE

Beijing, the PRC (For the attention of the Board of Arrail Group Limited)
KA 11RIB6E (T HUMNBHBEEFRAAEESET)

Email address:
FBE B

ir@arrailgroup.com
ir@arrailgroup.com

For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide
their full name, contact details and identification in order to give
effect thereto.

INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investors’ understanding of the Groups’ business performance
and strategies. The Company also recognises the importance
of transparency and timely disclosure of corporate information,
which will enable shareholders and investors to make the best
investment decisions.

The Company has an ongoing dialogue with shareholders
and other investors through various communication channels
set out in the shareholders communication policy and takes
any areas of concern into consideration when formulating its
business strategies. The general meetings of the Company
provide a platform for communication between the Board and the
shareholders. The Chairman of the Board as well as chairmen
of the Nomination Committee, the Remuneration Committee and
the Audit Committee or in their absence, other members of the
respective committees, and, where applicable, the chairman of the
independent board committee are available to answer questions
at general meeting. To promote effective communication, the
Company maintains a website at www.arrailgroup.com where
up-to-date information and updates on the Company’s business
operations and development, financial information and other
information are available to public access.
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During the Period, the Board has reviewed the shareholders Wi EFCCEMREBRMBEIERES
communication policy and confirmed its effectiveness. M

N

CONSTITUTIONAL DOCUMENTS ERXMH

The Company was listed on the main board of the Stock Exchange ~ ARG LM B EREIZATER £ Rz -
on the Listing Date. There was no change in the memorandum 7N/ &) H) 4B 4% = 52 K40 12 40 BIIF (T (] 8 o
and articles of association of the Company during the Period.

The latest memorandum and articles of association of the — ZN/7A BH) &40 4% = 52 A 40 K A1 B A i B4 32 By 48
Company are available on the websites of the Stock Exchange — &ANARAULE &R -
and the Company.



Annual Report 2021/22
2021/22FERE

Environmental, Social and Governance Report

ABOUT ESG REPORT

Arrail Group Limited (hereinafter “the Company”), its
subsidiaries and VIE Entities (hereinafter “the Group”
or “we”) published the first Environmental, Social and
Governance Report (“ESG Report”) for the year ended
March 31, 2022 to objectively and fairly reflect our ESG
practices and key achievements. It is advised to read the
contents relating to governance together with the Corporate
Governance Report in the annual report.

Reporting scope

This ESG Report covers the period from 1 April 2021 to 31
March 2022 (“the current year”) and may include matters
beyond the period to maintain the continuity of information.
This ESG Report summarises the performance of the Group
in respect of corporate social responsibility, covering its
principal operating activities. During the Current Year, Our
clinics and hospitals offer a diverse range of professional
and customized dental services, consisting of (i) general
dentistry; (ii) orthodontics; and (iii) implantology. Unless
otherwise stated, this report covers the Company and its
subsidiaries and all amounts of currency involved in this
report is denominated in Renminbi (“RMB”).

Information description

The information in the report is obtained from the Group’s
relevant internal statistical reports, company’s documents
and reports, stakeholder surveys and interviews etc.
Emission and energy indicators are counted and calculated
in accordance with national regulations or international
standards.

Reporting language

This report is published in both Chinese and English. In
case of any inconsistency between the two versions, the
Chinese version shall prevail.
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Preparation reference

This report is prepared in accordance with the
Environmental, Social and Governance Reporting Guide
(the “ESG Reporting Guide”) set out in Appendix 27 to the
Main Board Listing Rules on the Stock Exchange of Hong
Kong Limited, and reports on content and data relating
to ESG issues pursuant to the principles of materiality,
quantitative, balance and consistency as well as the
“comply or explain” provisions in the Guide.

“Materiality”: In preparing this report, the Company has
identified key stakeholders and key ESG issues of their
concern, and made targeted disclosure according to the
materiality of these issues.

“Quantitative”: In this report, KPIs in respect of environment
and social are shown in the form of quantitative data, and
the measurement standards, methods, hypothesis and/or
calculation tools, source of conversion coefficient for the
KPls are explained in their respective places.

“Balance”: The report presents the Group’'s ESG
performance in an objective and unbiased manner,
avoiding selections, omissions, or presentation formats that
may inappropriately influence the decisions or judgements
by the report reader.

“Consistency”: Unless otherwise stated, the key
performance indicators and statistical methods disclosed
in this report are consistent from year to year. The
relevant data of the ensuring years will be disclosed in the
subsequent ESG report, so as for the stakeholders to grasp
and compare the ESG performance of the Group.
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. ESG GOVERNANCE

U]

Statement of the Board of Directors

The Board of Directors of the Group is the top
responsible and decision-making body for ESG
matters, and it takes overall responsibility for the
Group’s ESG strategy and reporting. The Board
of Directors values the ESG governance and is
committed to pursuing the harmonious development
of the enterprise with society and nature.

Oversight of ESG matters: The Board of
Directors incorporates ESG matters in the Group’s
governance structure and participants in the
whole ESG governance and disclosure. The Board
of Directors is responsible for setting the ESG
management agenda, assessing and determining
the Group’s ESG risks, formulating annual targets
in environmental protection, energy saving and low
carbon, as well as reviewing and assessing the
Group’s ESG performance and the completion of
targets.

ESG management principle and strategy: The
Group incorporates ESG governance requirements
in daily management system, continuously evaluates
performance through internal review of completion of
ESG practice, prioritises and manages ESG-related
issues and internal and external risks in conjunction
with macro policy analysis and communication
with stakeholders, and reports to the Board of
Directors to clarify ESG governance priorities and
management principle and strategy, continuously
improving and promoting the implementation and
optimisation of ESG practice.
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Review of ESG targets: The Board of Directors
continues to strengthen its supervision and
involvement in the Group’s ESG governance. For
the year ended March 31, 2022, management
reported to the Board of Directors on the Group’s
ESG development direction for the next year and
the future, covering environmental protection and
energy saving targets, opportunities and challenges
arising from climate change and the Group’s
response measures.

The report was reviewed and approved by the
Group’s Board of Directors on June 27, 2022.

Board of Directors of Arrail Group Limited
June 27, 2022
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ESG concept and management
ESG management strategy

As one of China’s leading dental service providers,
we deeply understand the significance of ESG
management to the long-term sustainable
development of the Group. The Group is committed
to achieving a high level of ESG performance and
strives to protect the interests of shareholders
and investors while actively fulfilling corporate
social responsibility and enhancing corporate
sustainability.

We actively identify and strictly comply with relevant
national and regional laws and regulations, integrate
ESG concept into our business operations and
management, to achieve business objectives while
reducing negative impact on the environment.
We also strengthen our management foundation,
enhance technology innovation, adhere to
low-carbon operations, protect the rights and
interests of our employees, develop high-quality
talent team and build reliable partnerships with
suppliers. Meanwhile, we are committed to being
a responsible corporate citizen, doing business for
good through various beneficence initiatives and
working with stakeholders to create sustainable
value.

ESG management structure

We have established a multi-level, cross-department,
top-down ESG governance framework to help
the Group achieve effective ESG management.
The Board of Directors is responsible for setting
the ESG management agenda, including making
relevant decisions and monitoring the Group’s
ESG performance. We have also built an ESG
management team comprising staff from relevant
departments to implement the Group’'s ESG
strategies and policies. Meanwhile, we have
organised ESG capability trainings for the Board
of Directors and relevant staff to enrich their ESG
knowledge and support ESG-related practice.
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Stakeholder communication

(=)

We communicate with stakeholders via various
channels to understand their demands and take
their opinions as important reference to guide the

ESG work. Based on our business characteristics
and the results of our communication with key
stakeholders, we have listed the key ESG issues of
concern to the key stakeholders as well as the main
communication and feedback channels.

Key stakeholders
FTEFEEES

Key ESG issues of concern
BXESGERE

NEERLBE
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ES =

Main communication and
feedback channels

TRBBEREBRE

Governments and regulatory
authorities

BEREEHE

Shareholders and investors

BRRRESE

Employee

Medical and service quality
Staff health and safety

Privacy and information security
Brand and intellectual property
Supply chain management
BERERKES
EIREHEZR

BIAEEERE

0 heR B R L

HrEsEEE

Medical and service quality
Employment

Staff health and safety

Labour standards

Environment and natural resources
Climate change

BRERKEEE

ETEE

ETIREEZR

BT AR

RERKARER

KIREBL

Emissions

Medical and service quality
Privacy and information security
Staff development and training
Staff health and safety
Climate change

23587
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BT8R RIE
ETIREEZR

RIRBE

Information disclosure

Official correspondence

Onsite inspection

Regulatory meeting

Questionnaire
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Shareholders’ meeting

Information disclosure (annual
reports and interim reports,
performance announcements,
corporate stock exchange
announcements, investor
relations pages, etc.)

Questionnaire
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Staff opinion survey

Staff internal communication
meeting

Corporate internal
announcements

Questionnaire
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Key stakeholders
FERZEES

B

Key ESG issues of concern
FXESGEE

HERERBE

Main communication and
feedback channels
TEBRERBERE

Patients and consumers

BERHEE

Suppliers and business
partners

HEBREBLSERHE

Public and communities

NBRHEE

Privacy and information security
Technology innovation

Medical and service quality
Emissions

BREEEZS

BT Al H

BERERKES

23587

Anti-corruption
Employment

Staff health and safety
Staff development and training
Supply chain management
RES

ETEE

EIREEZR
BIZRREI

HrEsEEE

Medical and service quality
Emissions

Environment and natural resources
Community investment
BRARKES

B

RERKARER

HERE

Patient satisfaction survey and
follow-up visit

Daily operation/communication

Complaint and feedback
channels

Questionnaire

BEREERTREF

BEEE ‘XN

RFER B RE

BERE

Supplier management system

Industry exchange

Questionnaire

HEBEERE
TEZR
BEHAE

Community activities
Public welfare activities
Daily operation
Questionnaire
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The Group has identified issues with high materiality,
that are “B6-2 Product responsibility — Medical
and service quality”, “B6-3 Product responsibility —
Privacy and information security”, “B2 Health and
safety”, “B1 Employment”, “A1 Emissions”, “B6-1
Product responsibility — Brand and intellectual
property”, “B7 Anti-corruption”, “B6-4 Product
responsibility — Technology innovation”, “B4 Labour
standards”, “B5 Supply chain management” and
“B3 Development and Training”; issues with medium
materiality, including “A2 Use of resources”, “A3
The environment and natural resources” and “B8
Community investment”; and relevant issues,
including “A4 Climate change”. We will address
each of these issues in sections of this report.

DEEPENING RESPONSIBLE OPERATION

Bearing in mind our mission of “to give each of our patients
a healthy and confident smile”, the Group is committed
to providing high-quality medical services and pleasant
patient experience. We adhere to operating in compliance
with laws and regulations to improve the medical and
service quality; actively solve problems and issues for
patients and protect rights and interests of customers;
strengthen independent innovation and lead the industry
improvements; consolidate the management foundation
and improve management efficiency via digital means; and
strive to achieve our vision of “to become a world-leading
dental group”.
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Compliance operation

In strict compliance with the Administrative
Measures on Medical Institutions, the Administrative
Measures for the Examination of Medical Institutions,
the Law on the Promotion of Basic Medical Care,
Hygiene and Health and other laws and regulations
relating to the operation of medical institutions,
the Group formulates internal systems such as the
Medical Point Inspection Manual of the Compliance
Department and the Guidelines for Self-Inspection
of Medical Institutions to improve the construction
of the compliance operation system. We establish
thorough internal control system, which is approved
and reviewed by the Board of Directors, and
assign specialised staff to monitor compliance with
laws and regulations and the implementation of
compliance measures.

The Group adopts multi-compliance assurance
mechanisms to fully avoid compliance risks
through a triple approach of “business compliance
self-control+ internal audit mechanism + special
spot checks by the compliance department”. Our
sub-medical institutions are required to comply
with the Group’'s systems related to medical
and infection control compliance as a red line
of daily management, and implement inspection
and monitoring measures, including monthly
self-inspection and reporting by institutions, review
by regional infection control responsible person,
simultaneous mutual inspection among institutions,
and unannounced inspections by the compliance
department from time to time, as well as occasional
inspections by various government authorities. Our
red line of daily management that covers healthcare,
environmental protection and occupational health
and safety of staff, fully restrains and regulates the
Group’s business operation following the corporate
values of “integrity, professionalism and being a
good person”.
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At the same time, we provide regular training
and update to the directors, senior management
and relevant employees on laws and regulations
relating to compliance operation, to actively
identify concerns and issues relating to potential
non-compliance and to continuously improve the
internal control and compliance management on
the basis of the consolidation of the corporate
compliance operation.

Improving the product and service quality

The Group always aims to cultivate a client-centric
and service-oriented culture and incorporate our
values of “integrity, professionalism and being
a good person” into our day-to-day operation.
Providing quality dental healthcare services and
building long-lasting relationships with our patients
are two of our management priorities, and service
quality control is a key factor that contributes to
achieving those ends. We have comprehensive
medical and service quality control measures in
place throughout the process, from appointment
booking, patient registration, consultation and
dental care, to collecting post-consultation patient
feedback, to ensure high standards of medical
and service quality and to build and strengthen
long-term, trusting relationships with our patients.
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Improving medical quality standards

In strict compliance with the Administrative
Measures for the Clinical Application of Medical
Technologies, the Provisions on the Administration
of Radiological Diagnosis and Treatment, the
Measures for the Supervision and Administration
of Pharmaceuticals in Medical Institutions (for Trial
Implementation), the Law on Medical Practitioners of
the PRC and other laws and regulations, the Group
formulates internal regulations such as the Code
of Practice for Dental Clinical Technologies, the
Online Expert Consultation System of Arrail Group,
the Expert Committee Duties of Arrail Group and the
Regulations on Medical Quality Management. The
Group also establishes clear compliance guidelines
and standard operating procedures for medical
quality control, and implements a series of medical
quality control measures such as medical red line
management, consultation, and multidisciplinary
speciality cooperation for complex cases, speciality
case grading and doctor grading, and proactive
reporting system for adverse events, to ensure
medical quality and provide professional medical
services to patients.
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Medical red line management system

BRAKEERE

The Group develops and adopts the medical red line management system with built-in
guidelines and requirements on clinical prac for the treatment procedure to ensure that
the dental care we provide conform to industry technical standards and to ensure patient
safety and medica pecific content of the red line s set by the Group
and its implementation is monitored through a three-tier inspection system (clinic
self-inspection, regional review and summary and random inspection by the Group). The
system includes medical records writing procedure, treatment item information collection
procedure and infection control procedure, etc. To ensure completeness of the patients’
profile, the system notifies the doctors of the required annexation to the medical records,
such as X-ray and CT reqmremema informed consent requirements and oral photography
requirements. In the event of mistakes and omissions in the medical records, the medical and
compliance departments will promptly inform the dentists and the mandatory “pre-operation
verification” will again ask the dentist to confirm the nature and method of the treatment
before commencing the operation, thus ensuring the safety and compliance of treatment, as
well as providing a basis for subsequent diagnosis and achieving medical quality

and medical error prevention.
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Speciality case
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stem and doctor grading

The Group ¢

according to their senior

can only handle

doctor’s level, a consultation with senior doctors is required to ensure medical quali
medical safety

B HRREARE

Consultation system for complex cases and multidisciplinary
speciality cooperation system

BERFEHIEDHERSBNENSERIE

Dental clin nerally s; quate experts in
. To addres: ssue, r i vely s a consultation

nsultations for all
ultations on

the filing Dfmmullatlnn results and the landom m\peglmn\ f Lonﬂullalmm etc.,
and is committed to continuously improving the medical quality of dental institutions to
ensure high quality dental healthcare services for every client.

Proactive reporting system for adverse events

REAETBHHESE

tive reporting mechanism for adverse events,
implements non-punitive system and adheres to the principle of confidentiality. Mandatory
reporting is requi for s r S II events and the clinic, the Regional
Medical Director, the Regional Quality Control Director and the Medical Committee of the
Group are required to be i ed wi 24 hours; less serious Class III and Class IV events
should also be reported to the clinic director in a timely manner, who will report to the
onal Medical Director and Regional Q ty Control Director on a monthly and
lln n the regional summary and ndl\\l\ will be reported to the Medical Committee of the
oup conducts quarterly training for all doctors on adverse events, shares
nd continuously follows up on the problem resolution to achieve
closed-loop r ement, ensure medical safety and promote continuous improvement in
medical quality

125




126

Arrail Group Limited
HEREFRAF

Environmental, Social and Governance Report
RIE HERERRE

[Case: Standardised treatment quality control
system to provide consistent medical service]

Thanks to the medical quality management system
developed by the Group, our dentists are able to
meet the high operating standards we set through
the guidelines, requirements and reminders on
clinical practices for treatment procedures. This
is complemented by our customised dental clinics
management software with an electronic medical
records (EMR) system that allows the dentists to
access patients’ records and information to ensure
quality control and accumulate treatment data. In
addition, the software also enables us to arrange
our specialist appointments and capture the needs
from our existing target patient base efficiently,
helping us to provide high-quality and consistent
service and improving overall operational efficiency.

[Case: Complex cases seminar to enhance local
treatment capacity in complex cases]

To implement the consultation system for complex
cases and multidisciplinary specialist cooperation
system, to gather the strength of all experts in the
Group, to help solve various problems encountered
by individual regions, clinics and doctors in handling
complex cases due to their shortcomings, and to
enhance the capacity to deal with multidisciplinary
cases and complex cases within disciplines,
everywhere, the Group's Medical Department
organises online complex case seminars twice a
week to discuss complex multidisciplinary cases
summarised regionally. At the same time, the
Group’s specialist committees in various disciplines
organise thematic speciality case discussions and
invite experts to share excellent complex cases
and cutting-edge knowledge. For the year ended
March 31, 2022, the Group held 63 complex case
seminars, discussing, consulting, and sharing a
total of 166 difficult and complex cases, with 4,678
participants. The nationwide exchanges enable the
sharing of expert experience across the country,
greatly enhancing local capacity in the treatment of
complex cases.
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Quality of care is also crucial to ensuring patient
experience, and medical safety. In strict compliance
with the Regulations on Nurses, the Administrative
Measures for the Registration of Practising
Nurses and other laws and regulations, the Group
constantly optimises and improves the quality of
care and requires its sub-medical institutions to
check the nurses’ personal grooming and state of
mind in the daily morning meetings, regularly rate
quality nursing services and select outstanding role
model of nursing services. We conduct quarterly
trainings for new nurses, involving teaching of
various specialised services, to help them become
capable assistants of doctors and play a positive
role in advancement of nursing and fulfilment of
patients’ needs.

[Case: The pioneer in adopting “Four-handed
dentistry; nurse-doctor cooperation to provide
high-quality treatment services]

The Group is a pioneer in China in adopting
“Four-handed dentistry” and American Dental
Association (ADA) standards for sterilisation and
disinfection of dental instruments. 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”
system effectively enhances smooth cooperation
between our dentists and their designated nurses.
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”
enhances quality of care and medical quality, further
allows us to ensure patient safety and deliver quality
treatment for our patients, and improves patient
experience.
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Promoting service quality improvement

Our brand was originally founded to provide
premium dental services to patients across the
country, while service quality control and medical
quality control complement each other. We strictly
stick to the Civil Code of the People’s Republic
of China, the Regulations on Handling Medical
Malpractice and other laws and regulations,
and we are committed to constantly following
the standardised procedures and actively
implementing our 5S initiatives (“Sort, Straighten,
Sweep, Standardise, and Sustain”), to deliver
one-stop dental healthcare services that cover
the full lifecycle of our patients from babies to
the elderly. We establish a customer service
centre with a dedicated quality control team and
have formulated system documents such as the
Customer Service Centre Quality Control Standards
and the Arrail Call-Centre-Consultation and the
Appointment Process. We promptly respond to
customer’s enquiries and feedback, improve and
monitor customer service quality management to
improve the patient experience from all aspects.
Furthermore, we adopt customer relationship
management (CRM) system and develop a
comprehensive membership program to offer a
variety of benefits and exclusive member events
to our patient, enhancing the overall patient
experience.
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The Group has developed a comprehensive
patient relationship management system and
deploy software solutions to handle patient
appointment and registration. New patients can fill
out a comprehensive medical history questionnaire
through the software. The questionnaire is uploaded
to our cloud-based system that automatically
synchronise 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. Powered by our digitalisation
capabilities, we can analyse patient consumption
history and use tools to maintain the patient visit
stream and send appointment reminders to patients
for regular treatments (such as dental cleanings)
and electronic notifications on relevant service
offerings, which allow us to further enhance patient
experience.

We proactively seek patients’ feedback on our
services. 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).
If the patient experience rating is below level 5, the
system will automatically escalate the low-scoring
patient situation to the clinic level for processing,
and the clinic will contact them immediately to
understand more details and identify improvement
space.
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User satisfaction survey process
AFEmER#AERE

The Group receives customer enquiries and
complaints through 400 customer service hotline,
third-party online platforms and front desk visits.
In response to possible patient complaints and
medical disputes, the Group has established
internal systems such as the China Customer
Service Centre Complaint Handling Process and
Rules to promptly respond to and resolve customer
issues. Customer complaints are categorised
by customer service staff and sent to the clinics
and relevant departments, then handled by the
corresponding responsible person. Complex cases
will be discussed and analysed at the senior level
and all complaints and processes will be recorded
in the Customer Compliant Summary Form. We
analyse customer complaints in our weekly morning
meetings, aiming to optimise the process, formulate
improvements measures, share excellent services
cases and experiences, and learn from advanced
experiences so that to be truly customer-centric,
continuously improve service quality and enhance
customer satisfaction.
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Customer service centre compliant handling process
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For the year ended March 31, 2022, the Group
received 207 customer complaints, accounting for
0.013% of the total customer for the year, of which
approximately 70% were service-related and 30%
were related to medical effectiveness, with an
overall complaint resolution rate of 100%.

Product quality management and monitoring

The Group’s denture manufacturing plant supplies
dental products, including a broad spectrum
of dentures, artificial teeth, and orthodontic
appliances, to a wide range of dental institutions
including many public hospitals.

In terms of product quality management, the
denture processing plant strictly follows the relevant
laws and regulations and industry codes, and have
established control procedures for production
process, quality control, product monitoring and
testing, substandard products, product release,
as well as product incoming, and inspection
procedure. Self-inspection and mutual inspection
are taken by every position within the production
unit. The finished product inspector conducts a
full inspection on finished products according
to customer requirements, colour swatch and
inspection standards, and marks and evaluates
any substandard products. The inspector should
give advice to the production department, and
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HE

forbid the release of the substandard products.
When abnormal product quality is found during
self-inspection, mutual inspection or special
inspection by relevant personnel, the Substandard
Product Process Sheet should be issued
immediately. The Quality Management Department
should analyse the reason of the abnormity and
timely take corrective prevention and improvement
measures to ensure the smooth production.
Substandard products during the production will
be handled in accordance with the Substandard
Product Quality Control Procedure. Rigorous quality
management and monitoring procedures effectively
ensure the quality of our denture products and
enhance our product supply level.

Regarding the handling of complaints and
comments, the manufacturing plant, upon receipt
of the customer complaints, records the complaints
immediately and the Production Department and
the Quality Management Department take up the
complaints. Customer complaints about abnormal
quality shall be responded to immediately or
within 24 hours and measures such as exchange,
replenishment and return shall be taken. For cases
where the reasons for abnormal quality cannot be
clarified in time, the senior responsible person shall
conduct analyses and review to respond within 48
hours. After the customer complaints are handled,
the Marketing Department should carry out follow-up
visit to the customer in a timely manner to follow up
and confirm the effectiveness of the implementation
of corrective measures and records the handling
results.

For the year ended March 31, 2022, there were no
recalls in manufacturing plant due to product safety
and health concerns.
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Digital management and independent
innovation

The Group is one of the few platform-based dental
services providers with meaningful scale in China.
We have standardised operating procedures and
systems, and robust digital infrastructure, ensuring
consistent service quality, patient experience, and
operational efficiency. At the same time, we continue
to accumulate and analyse digital information
from our day-by-day business activities, explore
upgrades to our digital infrastructure, constantly
seek ways to embrace digitalisation into our
dental network, to further improve our operational
knowledge and efficiency, and reduce operational
risks.

The Group has developed our operations SaaS
platform, which can support business operations
across different brands, regions, organisational
structures, and service offerings, and ensure
compatibility for data interchange with other medical
IT systems. The 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,
organising medical records, and maintaining
client relationship. Meanwhile, we can also quickly
manage the new established and acquired clinics
together under a unified standard to strengthen the
Group’s operational efficiency and modernise the
enterprise operation.
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In addition to strengthening digital management, we are
committed to working with our suppliers and other partners
to enhance our independent innovation capabilities and
respond to the “painless, minimally invasive and precise”
trend of dental clinical technologies. The Group adopts
a wide range of digital technologies and microtechnique
in various dental clinical areas, including intraoral laser
scanning and digital orthodontics, digital guide plate and
navigation technology for oral implantology, chairside
computer-aided design and manufacturing (CAD/CAM)
digital restoration technology, root canal microtechnique
and tooth preparation microtechnique. The Group also
actively participates in industry exchanges and seminars
and is committed to promoting the Group's digital
technologies across the industry, leading the development
of the industry and demonstrating corporate responsibility.

[Case: Digital implant industry exchange to lead the
innovation and development of the industry]

In November 2021, we held the Arrail Group Digital
Implant Summit Forum and the East China Symposium
of Digital Dental Industry Branch, inviting more than 10
renowned experts in digital dental industry from Peking
University, Shanghai Jiaotong University, Nanjing Medical
University and within the Group to conduct comprehensive
discussions on topics such as digital dental implant
ecosystem, implant rehabilitation of edentulism and
difficulties in oral implantology. Our experts shared and
reported on various topics such as “How to build a digital
implant ecosystem” and “Key factors of digital full-mouth
edentulism reestablishment”. Nearly 200 doctors of dental
implant rehabilitation and digital rehabilitation participated
in the forum. The forum effectively showed our independent
innovation ability and the comprehensive level of our
implant team, and promoted the use of the Group’s digital
innovation in implantology.
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Arrail Group Digital Implant Summit Forum
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Advertising and intellectual property
management

In terms of advertising and publicity management,
the Group strictly complies with the Advertisement
Law of the People’s Republic of China, the
Measures for the Administration of Medical
Advertisements, and the Interim Measures for the
Administration of Internet Advertisements, and
has developed the Practice Guide for Advertising
Activities in the New Environment, the Guidelines
for the Specifications and Regulations on the Use
of Advertisements/Materials/VI of Arrail Group, the
Administrative Measures for the Review of External
Publicity Materials of Arrail Group and other internal
systems, so as to effectively safeguard its own
rights and interests and ensure the authenticity and
legitimacy of publicity materials. Meanwhile, we pay
real-time attention to the updates of national laws
and regulations, require relevant staff to learn the
latest laws and regulations in a timely manner, and
promptly conduct internal spot checks and publicity
and implementation.
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For the year ended March 31, 2022, we carried out special
compliance governance on advertising, and conducted
more than 100 online inspections and more than 1,000
offline inspections to ensure the compliance and legality
of advertising. At the same time, we continued to optimise
the advertising release management process, established
closed-loop mechanisms such as “red line training for new
employees” and ‘“internal review process for advertising
release”, and strictly implemented the special compliance
management of advertising to eliminate potential risks.

In terms of intellectual property management, the Group
strictly abides by the Patent Law of the People’s Republic
of China, the Technology Contract Law of the People’s
Republic of China, the Copyright Law of the People’s
Republic of China, the Regulations on the Protection of
Computer Software and other laws and regulations related
to intellectual property. By applying for software copyright
certificates, signing R&D non-disclosure agreements
and using other means, the Group effectively protects its
own intellectual property rights, ensuring that it does not
infringe the intellectual property rights of others.

In terms of trademark management, we strictly implement
the regulations on trademark management and use in
accordance with the Trademark Law of the People’s
Republic of China, and require relevant staff to learn the
latest laws and regulations in time to ensure the timeliness
and compliance of the trademarks used.

For the year ended March 31, 2022, the Group did not
experience any material violation of laws and regulations
related to advertising publicity, trademarks, and intellectual
property rights.
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Privacy protection and information security

The confidentiality of personal information and
medical records of patients is a key concern of
the Group. We strictly stick to the Cybersecurity
Law of the People’s Republic of China, the Data
Security Law of the People’s Republic of China,
the Personal Information Protection Law of the
People’s Republic of China, the Law of the People’s
Republic of China on Electronic Signature and
other laws and regulations, and formulate data
and patient information protection policies such
as the /T Code of Conduct for Employees of Arrail
Group. We collect patient information only after
obtaining authorisation from patients, and only
use their personal information and medical data
for the purpose of providing medical services or
other purposes that the patients agree to. At the
same time, the access to sensitive information and
medical records is restricted to specific authorised
personnel, which fundamentally reduces privacy
and information security risks.

Meanwhile, in strict compliance with the Methods
for Identifying the lllegal Collection and Use of
Personal Information by Apps, the Information
Security Technology: Personal Information Security
Specification (GB/T 35273-2020) and other relevant
rules and regulations, we have developed the
“bisya” client applet, in which various privacy
policies and information security management
measures are strictly implemented. While
strengthening the digitisation of patient diagnosis
and treatment and the Group's operations, we
always adhere to customer privacy protection and
eliminate information security risks.

In terms of information security management, we
take the initiative to adopt a variety of stringent
data security measures and technologies to prevent
potential data security risks.
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Data encryption
BB = HERGAR
With the Secure Sockets Layer
technology, encrypt and desensitise
data to protect data generated from
business operations being intercepted
and/or tampered with.

BBZ2EREHHR RIS BURE
TTINE BB - IAMRAEETE L T
HERREVBUR T RRE K, SRE R -

security attacks.

&Efliﬁﬂﬁfﬁ@%/ F5
HBrEmE -

Data back-up
BEAED

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

AREEEEENLZE2ERARR
WLEq§W9§ﬁH§W|§E A9 B ETRE
EITERBEMIRE -

At the same time, the Group regularly evaluates its data
protection and security measures in accordance with
internationally recognised standards. For the year ended
March 31, 2022, we jointly conducted two trainings on
the construction of standardisation system with multiple
departments, and simultaneously carried out routine
inspection, backup drill as well as authentication and
implementation, which facilitated optimised text of privacy
policy and stricter password security policy. The Group has
obtained certifications of 1ISO27001 Information Security
Management System, 1SO27701 Privacy Information
Management System and 1SO22301 Business Continuity
Management System for its operation management SaaS
system, and has passed the Graded Information Security
Protection Level Ill certification, which enables the Group
to break through the limits of purely technical field in
security and privacy issues at the organisational level
and gradually have a high vision for the construction of
corporate structure.

Data system upgrade

Update operational systems timely
and regularly to guard against
cyber-attacks, hackers and other

RELEMETEWE -

Restricted data access

PR I BiE e

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

ERNBRES HUTIE M IISESE
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Additional preventive measures

BN TR

For example, formulate plans to
engage third-party institutions
specialising in data security to

provide trainings for the IT Depart-

ment.
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Supplier management

In strict compliance with the Regulations on
the Supervision and Administration of Medical
Devices and the Quality Management Standards
for Medical Device Operation, the Group
undertakes the procurement, acceptance,
storage, sales, transportation, and after-sales of
medical devices, formulates the supplier quality
management standards, defines the graded
supplier management system, and puts forward
corresponding requirements for the contracting,
performance supervision, continuous improvement,
risk assessment and exit mechanism of suppliers.

Our suppliers mainly include suppliers of human
resources services, dental equipment, consumables,
and dental supplies (including medicines,
dentures, surgical materials, dental instruments,
and consumables). To ensure the stability of
supply chain and strengthen supply chain
management, we have fully simplified procurement
procedures through centralised procurement and a
platform-based and digital management system.

The Group has formulated a strict access
mechanism for new suppliers, clarified the criteria
for supplier selection, access, and evaluation.
We developed a supplier selection matrix, and
comprehensively evaluated suppliers from the four
dimensions of cost, technical level, delivery cycle
and after-sales services, making sure to choose
the most appropriate suppliers. At the same time,
in the process of supplier access and evaluation,
we fully consider their environmental and social
risks, require suppliers with polluting processes to
provide process alternatives, and strictly investigate
the employment of child labour, safety management
of production sites, and control over production
emissions and important processes. Suppliers that
do not meet the requirements will be rejected.
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For suppliers in the pool, we implement a classified
management system and focus on Class A suppliers,
including centralised purchase suppliers and top 20
suppliers in terms of purchase amounts. We regularly
assess their performance, and force timely improvement
requirements for deficiencies in their performance,
compliance, environmental protection, safety, etc. We will
remove the suppliers that still fail to meet the standards
after six consecutive months of improvement from the list
of suppliers. At the same time, we conduct an annual risk
assessment for existing suppliers, and consider taking
measures such as observation, reduction of orders and
replacement for suppliers who have product recalls,
environmental accidents, safety accidents and impairment
of employees’ rights and interests. In addition, we
encourage and urge suppliers to supply the Group with
environment-friendly products (such as BPA-free braces,
etc.), put forth effort to reduce environmental and social
risks in the supply chain, and strive to achieve mutual
benefit and win-win with partners to realise green and
sustainable development.

KPI: Suppliers!

By geographical region

HREARER  BABTOEETENE
HERHERARRBSBEH AR 200H
EREERABHEREHNERE  EHFEXR
BoHRERE 68 BRR ZX2FITE
B R M B B H U Bk - HRNEEGE A
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REHEEN o o - RPISREALE R R
EANEEHERRER (M ASEHARNT
%) BNREHERREELERR
HOEAERHENRE  BERGETHE
R

MREAMER - HER

Number of suppliers

Rt EE 5 HEEHE
China B 14
Overseas A 20
Europe BM 8
United States 3= 8
South Korea EEE 3
Japan AR 1

Considering that most suppliers of consumables are highly
fluid, the statistics of the Company’s suppliers only cover Class
A suppliers.
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Practice of integrity

The Group adheres to the code of ethics and
industry standards, and strictly complies with
the Civil Code of the People’s Republic of China,
the Anti-Unfair Competition Law of the People’s
Republic of China, the Anti-Money Laundering
Law of the People’s Republic of China, the Interim
Provisions on Banning Commercial Bribery and
other relevant laws and regulations. The Group has
formulated the Employee Manual of Arrail Group, the
Arrail Integrity Convention and other management
systems to regulate improper practices such as
abusing power for personal gains, and established
a monitoring system with anti-bribery and
anti-corruption measures, striving to create a clean
and upright working environment.

We continuously strengthen the education of
integrity, and raise the awareness of our employees
on integrity and professional development. For
the year ended March 31, 2022, we organised
employees to study the Employee Manual of Arrail
Group and the Arrail Integrity Convention, which
involved various training modules such as “General
Principles of Integrity”, “Definition and Treatment
of Non-compliance and Violations”, “Conflicts of
Interests” and “Guidelines for Business Contacts”,
reaching more than 3,000 participants, effectively
improving employees’ understanding of laws,
regulations and internal systems and enhancing
their awareness of integrity.

We carry out offline integrity training for senior
executives and directors every year. In November
2021, more than 50 senior executives participated
in the integrity training, and all of them (including
all four executive directors) signed the “Compliance
Certificate of Arrail’s Anti-corruption Policy”.

There were no concluded lawsuits regarding corrupt
practices related to the Group or its employees for
the year ended March 31, 2022.
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PRACTICING PEOPLE-ORIENTED APPROACH

The Group always regards talents as the main driving force
for its healthy development, attaches great importance
to talent introduction, provides competitive salaries and
benefits, respects and protects the legitimate rights
and interests of each employee, pays attention to the
occupational health and safety of employees, and is
committed to creating a platform for employees to improve
their proficiency and seek long-term development, so as
to promote the common development of the enterprise and
employees.

U]

Emphasis on talent introduction

The Group continues to build a high-quality
workforce. Through various recruitment channels
such as campus recruitment and website
recruitment, the Group actively introduces dental
medical and management talents in the industry,
and reserves and fosters new forces. In the process
of talent introduction, the Group strictly abides by
the Labour Law of the People’s Republic of China,
the Labour Contract Law of the People’s Republic
of China, the Rules for the Implementation of the
Labour Contract Law of the People’s Republic of
China and other laws and regulations and has
defined the employee recruitment management
system in the Employee Manual of Arrail Group.

For the year ended March 31, 2022, in view of
the difficulties in finding jobs for fresh graduates
and the main trend of online job hunting under the
normalised pandemic prevention and control, we
actively carried out online publicity and released
recruitment information, and conducted strict
screening of candidates to ensure the introduction
of high-quality talents.
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[Case: Live broadcast of Arrail Group’s campus
recruitment — medical session]

In the early stage of live broadcast, the Group
conducted recruitment publicity by making videos
of internal doctors hired through previous campus
recruitments, getting a total of 32,000 views, 680
shares and 566 likes. In the live broadcast starting
at 19:00 on 19 November 2021, we invited the
President, Vice President, Medical CEO and two
senior doctors hired through previous campus
recruitments of the Group to interact with students in
the live broadcast room and answer their questions
about job hunting. Through the live broadcast of
campus recruitment, we collected more than 100
resumes from students, providing support for the
Group to attract more professional talents.

As of 31 March 2022, the Group had a total of 3,631
employees, and the annual employee turnover rate
was 24.88%.
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KPI: Employment and turnover rate

MREMER  EIERRERAKXE

Indicator The year ended
March 31, 2022
BE 20228 F
Number of employees by gender Male 652
RURIBISHETAZ(A) St
Female 2,979
egid
Number of employees by age Aged 30 and below 1,788
RFREDHETAZ(A) FRI0FEMIAT
Aged 31 to 50 1,597
FHR31 R E505%
Aged 51 and above 246
FIRO1BE S L
Total headcount by employment type Full-time (including re-employed 3,336
retirees)
RERBEAESHEITAE(AN) 2R (FREE)
Part-time and internship 295
RBANEE
Total headcount by geographical region Beijing area 1,249
i BB THEB(A) bR E
Non-Beijing area 2,382
ESigs
Employee turnover rate by gender (%) Male staff 21.54%
RIEREIS B TRmAKLLE (%) BHET
Female staff 25.52%
ZWHET
Employee turnover rate by age (%) Aged 30 and below 30.13%
RFRARIB DB TRKLLE (%) FEI0EMIAT
Aged 31 to 50 19.07%
FHR31 R E505%
Aged 51 and above 10.71%
FERO1BE S L
Employee turnover rate by Beijing area 23.52%
geographical region (%) IS i =
BB B DB TRKLLE (%) Non-Beijing area
E SIS 25.68%




Annual Report 2021/22
2021/22FERE

Environmental, Social and Governance Report

Protecting employees’ rights and interests

The Group strictly complies with relevant laws and
regulations such as the Labour Law of the People’s
Republic of China, the Social Insurance Law of
the People’s Republic of China, the Rules on the
Labour Protection of Female Employees, and the
Implementation Measures for Paid Annual Leave for
Employees of Enterprises, and continues to identify
and track the latest developments. On this basis,
we have developed relevant rules and regulations
such as the Employee Manual of Arrail Group,
which covers employee remuneration and benefits,
promotion and development, working hours, leave
management, anti-discrimination and other aspects,
striving to provide employees with a fair, impartial,
diversified and equal working environment.

The Group enters into formal labour contracts
with the recruits in accordance with the law, and
provides them with basic guarantees such as social
insurance and housing fund, as well as competitive
remuneration. In the Employee Manual, we explicitly
encourage internal multiculturalism, respect
religious beliefs, resolutely eliminate discrimination
in terms of race, gender, place of origin, age,
physical health, etc., and make regulations on
resignation and dismissal, so as to effectively
protect the legitimate rights and interests of
employees. At the same time, we value the opinions
of our employees and have established a smooth
and efficient communication channel for employees.
Employees can give feedbacks to the Group's
management via suggestion box, e-mail, and other
online and offline channels.
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The Group strictly prohibits the employment of child
labour and forced labour. The Human Resources
Department checks the identity documents of the
candidates one by one to ensure that the recruits
have reached the legal working age and voluntarily
participated in labour. In case of any child labour
or forced labour, we will actively take remedial
measures, communicate with the labours concerned
and their legal guardians, and make proper
arrangements for them according to the law.

For the year ended March 31, 2022, the Group did
not have any violations of labour-related laws and
regulations and infringement of employees’ rights
and interests that had a significant impact on the
Group, nor was it subject to any penalties regarding
the protection of employees’ rights and interests.

Facilitating coordinated development

The Group values the cultivation of talents and
regards the development of employees as an
important driving force for corporate development
and an important aspect of corporate social
responsibility. At the same time, the growth and
development of employees can also effectively
stimulate their creativity and spirit of dedication,
which continuously promotes the competitiveness
of the enterprise. The Group has customised career
plans for different roles and positions to enhance
development, and helps employees in various
positions to improve their career development paths
and growth systems, so as to achieve a win-win
situation for the coordinated development of the
enterprise and employees.
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Talent development

The Group provides employees with dual
channels of professional development and
management development, and establishes a
clear career development path for employees
according to their personal choices. In order
to standardise talent management, the Group
adopts a department-specific unified performance
management system for doctors, nurses and other
staff, and carries out mentorship-based talent
cultivation, performance assessment and position
promotion management in a fair, impartial and open
manner. At the same time, the Group has also set
up the “Arrail’s partnership system”, which aims
to attract and promote talented professionals who
agree with Arrail’s values and keep in line with
the Group’s interests. Currently, 17 dentists have
become partner dentists.

In addition, the Group has established an equity
incentive mechanism to grant equity to the
Company’s senior managers and key personnel
in key positions. This mechanism effectively
encourages employees to make progress and grow
together with the Group. As of October 2021, a total
of 616 employees had been approved by the Board
of Directors as grantees of the programme.

Professional training

All new employees will participate in the “orientation
training” developed by the Group, including the
study of the General Knowledge for Employees and
orientation training for different positions (doctors,
nursing, customer service, basic operation, etc.).
Arrail Academy and the Group’s dental clinics jointly
offer special promotion training programmes in
different forms and at different levels to employees
who have been employed for one year. To further
assist employees in improving their proficiency, the
Group has established a scientific and systematic
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online and offline training mechanism, designed
training contents according to developments in the
industry and market with continuous renewal and
improvement. We regularly organise offline special
trainings and “mentorship” trainings for physicians.
At the same time, we have developed a powerful
online training platform that provides about 300
online courses and 200 case studies on various
topics, including standard operating procedures,
new skills, management competence and other
courses as well as special vocational training
camps. This platform enables our employees to
effectively use their spare time for self-learning and
further improve their professional skills. In addition,
the Group takes full advantage of its strengths and
conducts a variety of cooperative trainings through
extensive industry exchanges and cooperation with
external institutions.

The major training programmes of the Group
currently include:

Orientation training

The Group adopts the training mechanism of
“online self-learning + offline mentorship-learning”
for new employees and provides them with
orientation training programmes. The orientation
training covers the Group’s development overview,
business introduction, corporate culture promotion,
remuneration and benefits, rules and regulations,
vocational mentality, etc., aiming to help new
employees understand Arrail's culture and working
environment.
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Meanwhile, we arrange customised orientation
trainings targeting doctors, nursing, customer
service, basic operation and other different
positions, with the aim to help new employees
become familiar with the workflow as soon as
possible. For example, the orientation training
for new doctors includes pre-job training and
assessment of performance on the basic norms
of each specialty, customer management,
doctor-patient communication, comprehensive
management of complex cases, etc. After the
orientation training, new general practitioners
will be coached by senior doctors for 12 months
to practice clinical skills regarding endodontics,
periodontology, surgery, restoration, pediatrics,
etc. and develop customer management
capabilities. Specialist doctors will receive 24-month
mentorship training (12-month general training and
12-month speciality training), and need to pass a
comprehensive assessment of speciality clinical
skills, customer communication capability, design of
general practice treatment solution, and reception
capability for patients’ initial visits. The orientation
training for new nurses requires them to complete
the professional knowledge learning via the online
Arrail Academy platform and pass the exam within
two weeks of their employment, and receive offline
coaching and guidance according to their major.

[Case: 2022 orientation training for new doctors]

From 14 to 16 September 2021, the Group
conducted a comprehensive and systematic
orientation training for new doctors, with training
courses covering Arrail’s corporate culture, medical
management quality control requirements, medical
record writing training, new doctor growth sharing
and effective customer communication, aiming to
spread Arrail’s culture to new doctors, standardise
their medical operations and management, and
facilitate new doctors’ career development.
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Professional skill training BXEREREE

The Group provides customised and personalised AEEATRAEANE TRETS
professional skill trainings for employees in different b~ B b EEHEEN - TR
positions, with the aim to comprehensively improve iR & ML A B B E XS
their professional qualities and technical skills. A -

For nursing staff

EE R

For dentists
FERM

The professional skill tmmuw for nursing positions consists of nurse
ill training and nu management training. Amo hem, the

ill training includes the theore knowledge and supporting
neral practice and specialties like implantology and

rtment

‘We regularly carry out a variety of professional skill training activities
and academic exchange seminars for doctors, including medical
morning meetings (management of first-visit customers), weekly

meetings (management of complex cases), monthly meetings (summary
report of complex cases by stage), quarterly meetings (summary report
of complex specialty cases), intending to enable doctors to fully
familiarise themselves with the Group’s medical management norms
and processes, so as to continuously improve their professional level.
ctors of the N ursing Departments, mnludm
improving team mentorship and management capabilities. After the
training, the trainees are expected to return to their respective regions
and provide region trainings.

ﬁzﬁ'ﬁffﬁ L b#yﬁ%ﬁmﬁ%&
He @ ?ﬁ-

% M R DRI

5 Tl
2 TEREEEKE - HEIR

Clinic operat' nal staff
PIR B HifL

For customer service and consultation staff

B AR R AR R L

ment, standard
ationship,

cognition & skill improvement traini " g into account the
actual work of clinic customer of cour n be
refined into a reproducible standardised process which is accurate to
introduction for the dental

study the cours:
number of online
the cumulative averag
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[Case: Rytime Dental’s national nursing
competition]

Rytime Dental organises a national nursing
competition every year, with the aim to test
the results of professional skill training, further
standardise the operation process of nurses at all
levels in dental specialties, and encourage nurses
to keep forging ahead and continue to learn and
improve their professional skills. The competition
consists of two parts: the preliminary contest and
the final contest. The preliminary contest is carried
out in various cities, and outstanding players are
selected to participate in the national final contest.
The final contest comprises written examination,
practical operation and speech contest, in which
the national first, second and third winners will be
selected and awarded. The Group hopes to create
a dense atmosphere of learning and technology
improvement in this way, and to identify and
cultivate talents via the competition.

Specialized enhancement training

The Group has carried out a series of specialized
training courses and academic exchange
sessions to empower doctors to improve their
skills for different treatment projects in dental
institutions, aiming to provide doctors in the Group
with cutting-edge information and high-quality
experience in the industry in a timely manner,
and continue to assist them in enhancing their
specialised skills.

RIE - HFRERHRE

[FEH : 5% OB 2 E#EEAE]
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[Case: Oral implant masters’ courses]

The first oral implant master class jointly organised
by the Group and the famous implant college in
the industry started on 15 May 2020 and ended
on 2 November 2021. It conducted a total of 5
offline courses, and 14 tutors (including seven
well-known experts of Arrail Group and seven
outstanding external experts in the field of domestic
implantology) gave face-to-face instruction to the
students. The courses include edentulous surgery,
edentulous restoration, immediate implant surgery,
immediate implant restoration, maxillary sinus lift
and bone augmentation, aesthetic restoration, digital
implant, and case sharing of outstanding learners.
The Group’s 22 key implant doctors from 11 cities
across the country completed the study of courses
and case practice and graduated successfully.
The graduate learners have successfully mastered
complex high-level implant technologies such as
edentulous All-on technology and digital implant and
restoration technology, and become the Group’s
high-level implant doctors, expanding the local
implant business.

[FEH) : OBREBEAETRE]
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Oral implant masters’ courses

A gt R AR

[Case: Swiss scaling GBT training] [FH] : ZHZEGBTH =53]

As the traditional tooth cleaning method is prone to EESRRTANBHEERBEIE
cause pain and other discomfort, which often leads B AP HBEERELOE  KAE
to patients’ fear, the Group decides to introduce EATESIERIVEFGBTITR « Iz
GBT tooth cleaning method. Swiss scaling GBT is EIAGBT R ARG A& m A E R
a painless and comfortable tooth cleaning method FERIMN - EEANEHRT A
oriented to biofilm management, and a high-end NE SR - B ARHIR AR 7
tooth cleaning method different from the traditional EMHEE  FehRmEeSmE
one, which greatly improves customers’ comfort il e 2021F4A1B2 @RS Z L
and satisfaction, and conforms to the high-end SR - 4AE12 AP A
positioning of the Arrail brand. On 1 April 2021, the BT EEREY - H£E3215 - K672
Group launched online centralised training. From ASEE -

April to December, 32 offline practical operation
trainings were carried out at clinics in various
regions, with a total of 672 participants.
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[Case: Arrail’s first training camp for early
childhood orthodontics lecturers]

The lecturer team of Arrail’'s first offline training
camp for early childhood orthodontics consists of
five lecturers certified by Arrail Academy and the
medical team of well-known brands in the early
childhood orthodontics industry. The participants
were selected and recommended by Arrail
Academy and the medical team, representing 26
outstanding orthodontists and pediatric dentists of
the Group from all over the country. In the two-day
training camp on 21 and 22 February 2022, under
the theme of “management of children’s full-cycle
facial development”, the lecturers and participants
focused on four major modules including basic
theoretical knowledge system, actual case
discussion, application tool analysis and patient
communication management to carry out in-depth
exchange and discussion, providing participates
with a more complete solution mindset and direction
in terms of the practical treatment of early childhood
orthodontics in the future.

ARRAILI#R | TRARCIR RO
mRERILEFFER
HRERERHIARE

ARRAIL PEDIATRIC DENTAL CASE COMFETIIION

Arrail Pediatric Dental Case Competition
iy R £ (B 52 3 2T I BRE B IR R Pl R =
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On-the-job training in colleges and universities

To continuously enhance the vocational skills and
professional qualities of employees, the Group
actively cooperates with domestic and foreign
colleges and universities to conduct training and
learning, regularly organises visit and study of elite
doctors to the School of Dental Medicine of the
University of Pennsylvania, and strengthens the
talent strategic cooperation with Peking University
School of Stomatology, West China School of
Stomatology, Shanghai Second Medical University,
the Fourth Military Medical University, Wuhan
University and other colleges and universities.
The Group also sets up Arrail excellent service
scholarship in Peking University School of
Stomatology to cultivate and accept high-quality
dental professionals.

As of 31 March 2022, a total of 3,631 employees of
the Group participated in the training, accounting
for 100% of the whole workforce, with the average
training time per employee of 8 hours.

KPI: Employee training

5 HERERKRE

RIEEE

BTHRA B THREREMERE
& AREREGEERINSEFRRE
FRRBISE - EHIKERKIE
CIEES—EA7 =N Iuy =l
BE REMEEtRAS0RS
Br - ERARERSR - LEFE BN
RE FNEBRBEURRERREE
RROATBEAE  WHEILERAS
P P 5 B2 B 3R 57 3 BB 18 55 IR 7% 2R 22
T BENZEARRENOEESE
E Y

HZE202263A318  KEEHE
3,631 7B T2HEE - BT
LbiE100% » ET AL B E
BB/ o

HMEARER BT

Indicator The year ended
March 31, 2022
BE 20228 F
Proportion of trainees by gender (%) Male staff 100%
EMRIESNZINETESL (%) EHET
Female staff 100%
ZHET
Proportion of trainees by employee Dentists 100%
category (%)
RERBENESHZIETIADL (%) o 8
Nursing staff 100%
EEAE
Customer service staff 100%
ERAER
General administrative staff 100%
—RRAITHA B
Marketing staff 100%

EHAR
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Indicator The year ended
March 31, 2022
BEE 202281
Average training hours per employee Male staff 8.02
by gender (hour) SHEET
RHERE DM EHEE TXINFHIRE () Female staff 7.99
ZHET
Average training hours per employee Dentists 8.01
by employee category (hour) 2
REBENESHNEEE IZINFIIRE (E) Nursing staff 8.01
AR
Customer service staff 8.02
ERAE
General administrative staff 7.99
—MITBAE
Marketing staff 8.48
EHAR
Industry empowerment 7T AR BE

The Group has made its technical knowledge
and skills training resources available to dentists
across the country by continuing to build online
knowledge sharing and teaching platforms and
organising academic exchange forums for the whole
industry and society. The Group is committed to
empowering more dentists in China and constantly
improving people’s oral health, actively fulfilling its
corporate social responsibility and contributing to
the sustainable development of the industry.

[Case: Full-cycle facial development management
and training camp for children]

The series of online courses are co-created by
Arrail Academy and renowned paediatric dentistry
experts, inviting internal and external paediatric
dentists to participate in, with the aim of calling the
industry’s attention to the topic of early orthodontic
treatment for children and providing learning
support and guidance to doctors who are interested
in early orthodontic treatment for children or just
involved in the field. During the 5-week learning
cycle, a total of 3,540 people joined the online
courses, with a cumulative average learning time of
90 minutes and a completion rate of 85%.

AEEBBHERYERABLAETR
BEF¥E  URABHRERBERZT
X 2HENEMIRHE  S2E
IR T B R SR I B E
RERBEEINER - AEBF IR BT
H¥Z o BEELFEREAMNA
fEfpE > MRETEEULEERET B
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[Case: Arrail Group’s First Summit Forum
on Children’s Dental Diseases and Early
Orthodontics]

“Arrail Group’s First Summit Forum on Children’s
Dental Diseases and Early Orthodontics” was
held in Shanghai from 26 to 28 October 2021.
Six well-known top-class industry experts and
professors were invited to share their views on
the hot topics and common clinical problems
in “children’s dental diseases” and “early
orthodontics”, including pre-crown restorations, the
use of paediatric anaesthetics, serial extractions,
maintenance for the gap arising from children’s
loss of baby teeth, management of children’s
care-seeking for dental problems, and professional
growth and development of paediatric dentists,
which brought a feast of academic and clinical
techniques to the participants.

HERERRE

[FO  GEEBHEEZETHEE
HiEESIERE]
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Arrail Group’s Summit Forum on Children’s Dental Diseases and Early Orthodontics
ImAEERE SRR PGB ESERE
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Care for physical and mental health

The Group provides a safe and comfortable
workplace for all employees, and promotes a
healthy and balanced working style, so as to
safeguard the occupational health and safety of the
employees. We strictly abide by the Labour Law of
the People’s Republic of China, the Fire Protection
Law of the People’s Republic of China, the Law of
the People’s Republic of China on Prevention and
Control of Occupational Diseases, the Regulation
on Work-Related Injury Insurance and other
occupational health and safety related laws and
regulations. Besides, we have established a health
and safety management system for employees.

Occupational health

To safeguard the health of our employees, we
organise annual physical examinations for all
employees, so that they can detect, focus on
and manage their own health problems in a
timely manner. And at the same time, the Group
also values the potential impact of radiological
medical equipment on the health of employees.
Strictly complying with the requirements of
radiation-related regulations, such as the Provisions
on the Administration of Radiological Diagnosis
and Treatment, the Regulations on the Safety and
Protection of Radioisotopes and Radiation Devices,
and the Measures for the Administration of Safety
Licensing for Radioisotopes and Radiation Devices,
we are inspected by the environmental protection
administrative department and other relevant
departments as stipulated in related regulations,
and we carry out environmental protection-related
procedures such as environmental impact approval,
acceptance and radiation safety licensing in
accordance with the law. As a diagnosis and
treatment institution, we have obtained the licenses
of diagnosis and treatment technology and medical
radiation institution in accordance with the law to
ensure that radiation levels of radiation treatment
equipment and radiation workplaces meet relevant
national standards.
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Safety protection

To better protect occupational safety, the Group has
established a comprehensive work injury protection
system based on the requirements of relevant laws
and regulations, and purchased medical insurance
and work injury insurance for all employees. In case
of any work injury, we can ensure that the injured
are treated promptly by adopting a rapid and
effective response mechanism. The Group’s number
and rate of work-related fatalities occurred during
the three years ended March 31, 2020, 2021 and
2022 were both zero; and the lost days due to work
injury during the year ended March 31, 2022 was
77.

To improve employees’ awareness of safety
protection and ability to deal with emergencies,
we organise employee safety knowledge and skill
trainings and fire simulation drills from time to time
to further enhance their fire safety awareness,
self-rescue, and emergency handling ability.

Meanwhile, the Group puts the health and safety of
employees as a priority in the context of ongoing
epidemic prevention and control. For the year
ended March 31, 2022, responding positively to
the national call, the Group effectively helped
clinics complete the online compliance inspection
on hospital infection and pandemic prevention
and control on time, thus further facilitating
regular pandemic response. In our daily operation
and management, we provided employees with
pandemic prevention and control materials such
as masks, hand sanitizers, and chlorine-containing
disinfectants. We strengthened the control over
offices, and conducted daily pandemic prevention
work such as QR Code scanning, registration and
temperature check of visitors at entrances and
exits. In addition, we put more efforts in promoting
knowledge of pandemic prevention and control
among our employees, keeping them up-to-date
with government policies and notices on pandemic
prevention, and enhancing their awareness of
pandemic prevention and protection.
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Employee care

The Group makes great efforts to create a positive,
harmonious and pleasant corporate culture centred
on employees’ actual needs, so as to enhance
their sense of integration and identity with the
corporate culture. During the pandemic, we granted
consolation subsidies to employees living in the
dormitory, as well as purchasing disinfectant, masks
and other pandemic prevention materials to ensure
their daily disinfection and normal life. During the
holidays, we visited various clinics and employee
dormitories to bring satisfactory gifts and greetings
to all employees, and we also organised warm and
joyful festive celebrations. Employees have enjoyed
the fruits of corporate development owing to their
efforts through these humanistic cares which convey
the Group’s care for them with practices.

[Case: International Nurses’ Day Celebration]

On the occasion of International Nurses’ Day dated
12 May, the Group organises a celebration for
the nursing team, expressing sincere solicitude
to nurses in each clinic with exquisite gifts to
appreciate their dedication and contribution in
clinical work.
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[Case: Arrail’s Christmas Heart-warming Delivery]

The Group took the opportunity of the Christmas in
December, the busiest month in 2021, to send warm
drinks to employees working on the front lines on 25
and 26 December, delivering them a strong sense
of festival occasion.

RIE - HFRERHRE
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Arrail's Christmas Heart-warming Delivery
MR RREED

PROMOTING GREEN OPERATION

The Group actively responds to national and industry
guidelines on environmental protection through
implementing the concept of environmental protection,
energy conservation and emission reduction in the
healthcare services and corporate operations. Besides,
the Group also identifies and responds to possible
climate change risks to help achieve the national
strategy of “carbon peaking by 2030, carbon neutrality
by 2060” through reducing pollutant emissions and
optimising resource utilisation. Meanwhile, we proactively
promote and advocate the green and low-carbon
lifestyle by encouraging our employees, suppliers, and
other stakeholders to reduce carbon emissions in their
daily operations, thereby raising public awareness of
environmental protection and low-carbon to safeguard our
green home.
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Response to climate change

Climate change is altering the global ecosystem and
natural environment, while having a profound impact
on socio-economic and business development.
The Group actively follows the trend of global
climate change and incorporates climate change
mitigation and adaptation into its ESG management.
For the year ended March 31, 2022, the Group
actively identified and assessed the possible
impact of physical risks and transformation risks
on its business development with reference to the
classification of Task Force for Climate-related
Financial Disclosure (TCFD), and took proactive
measures to avoid the impact of climate change on
its business operations and explore new business
opportunities.

To proactively address the impact of climate
change, the Group has identified climate change
risks and countermeasures in the context of its
actual operations:

Transition risks:

Source Description
HERR e
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B o 202201 F c REELZER
RAABABI 75 (= B B B T1E4 (Task
Force for Climate-related Financial
Disclosure, TCFD)) D48 - T8
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EBREE:

Our responses

FE 1o

Policies and laws o

R AER .

The government and regulatory
authorities may implement
more stringent environmental
protection-related laws,
regulations and policies in the
future, which may increase
the Group’'s environmental
compliance costs.

BT REEMPIRKAERERE
REBERORARBEBEZEERLK
R ATREEIEMEENRIES HK
o

Conduct environmental and
climate due diligence during
operations to ensure compliance
of operational processes;

Actively communicate with
shareholders with climate
change as an important topic,
and carry out relevant trainings
on all employees via Arrail
Academy.
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Source

SERIR

Description

B

Our responses

FE # 1o

Technologies °

Bty .

Market L

mi5 .

Reputation °

it
1j

The task of low-carbon
transformation in terms of
energy saving and consumption
reduction is arduous, and
the overall energy efficiency
level needs to be improved,
which will increase the Group’s
transformation costs.

EixE R LR REBRE - B8R
BERUKFHF R - EINEEER
A o

The level of energy consumption
of products will attract more
attentions in the market, which
will lead to decreased demand
for products with high carbon
emission intensity.

mIZ K E BT EMMEREARE - (KM
BHHBENEE R EMT K&
1K -

Stakeholders are increasingly
concerned about the Group’s
performance in relation to green
and low-carbon development and
climate change addressing, and
any deviation from expectations
may affect the Company’s
reputation and image.

M AT ERYREIREESRE
KRN EHRIRECNBEBR
B MRBEEBRBHAGER A
RETERRNBERTER -

Accelerate the procurement of
environmental equipment and
assets.

IR IRRRBNEE

Actively reduce the traditional
porcelain casting process, and
develop digital processes such
as cutting and printing instead.

BRI ERBERETE - B
FEH - STEEHFCTE -

Speed up the Group’s low-carbon
transformation;

Establish a green and low-
carbon corporate image, such as
advocating employees to travel in
a green way by public transport
instead of private vehicles.
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BEEER :

Physical risks:

Source Description Our responses
T BRI 52 SRl Ji& ¥4 it
Acute risks The increased frequency of natural e Pay close attention to forecasts of
disasters such as floods, heavy extreme weather events provided
rains and snowstorms and typhoons by the climate authorities;
may cause adverse situations such
as disruption of the supply chain of e Set up emergency plans,
medicines and medical equipment, including contingency plans for
inaccessibility of patients to major catastrophic weather, and
hospitals, and losses of goods those for shortage of medical
and properties, thus threatening supplies;
the Group's ordinary course of
business. ° Develop alternative policies
for customer diagnosis and
treatment.
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Chronic risks
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The Group's operating costs will
rise, such as increase in power
consumption for store operations
and logistics and transportation
costs.
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Opportunities: s

Source
AR

Description
52 Sl

Our responses
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Resource efficiency

BIRME

Products and
services

E m AR

Decrease in the use of energy and
water resources will enable the
Group’s businesses to operate at a
lower cost and enhance the Group’s
reputation.
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As global

intensifies,
increasingly inclined to use
environmentally friendly products or
services. The Group’s initiatives in
low carbon emissions can therefore
bring us a competitive advantage.

climate change
customers are
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Formulate energy-saving and
water-saving management
measures and achieve the target
of energy conservation and
emission reduction year by year;
Select products and suppliers
that are more energy efficient
and environmentally friendly.
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Develop environmental
management strategies based
on customer strategies and
needs to reinforce competitive
advantages.
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()  Enhancement on emissions management =) nRHERERE

The Group strictly complies with the Environmental
Protection Law of the People’s Republic of China,
the Air Pollution Prevention and Control Law of the
People’s Republic of China, the Water Pollution
Prevention and Control Law of the People’s
Republic of China, the Soil Pollution Prevention
and Control Law of the People’s Republic of China,
the Law of the People’s Republic of China on the
Prevention and Control of Environmental Pollution
Caused by Solid Waste and other relevant laws and
regulations. In addition, the Group has formulated
system documents such as the Hazardous Waste
Management System, the Emergency Response
Plan for Environmental Emergencies and the
System of Environmental Risk Prevention and
Control and Emergency Response Measures. The
Group strengthens management on pollutants and
hazardous waste emissions, thus reducing the
negative impact of the Company’s operations on
the ecological environment. For the year ended
March 31, 2022, the Group was not subject to any
administrative penalties or related litigation because
of environmental pollution.

Wastewater management

The wastewater generated by the Group is
mainly from medical sewage and production
wastewater. Among them, the discharge of
medical sewage is strictly in accordance with
the sewage discharge requirements set by the
Group. Each hospital or clinic is equipped with
sewage purification equipment, by which medical
sewage must be pre-treated to ensure that it
meets national discharge standards before being
discharged into municipal pipelines. The sewage
treatment equipment is managed by the Group’s
designated staff. The staff should be familiar with
its performance, master maintenance and repair
techniques, and regularly inspect the operation
of the equipment, so as to find and remove
faults in a timely manner and make detailed
records. Furthermore, the Group invites qualified
manufacturers or third parties on a regular basis to
empty and disinfect sludge in the sewage treatment
equipment, tests microbiological indicators and
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faecal coliform values before sludge is discharged,
and records the conditions of regular disinfection
and sludge testing results, so as to ensure that
no harm is caused to the environment during the
entire treatment process of medical sewage. The
production wastewater, which mainly originates
from the production process of the Group’s denture
processing plant with an extremely small output,
is filtered in four stages by the processing plant
using sedimentation tanks to meet national harmless
standards before being discharged.

The Group has applied for discharge permits in
accordance with national laws and regulations, and
the wastewater treatment and control standards are
strictly consistent with the wastewater discharge
standards set by the State, such as the Standard
for Discharge of Water Pollutants from Medical
Institutions (GB18466-2005), the Technical
Specifications for Hospital Water Treatment Works
(HJ2029-2013) and the Technical Guideline for
Hospital Wastewater Treatment (Huan Fa [2003] No.
197).

Exhaust gas management

The Group’s gaseous emissions, which are mainly
from production waste gas from the denture
processing plant and dust generated during store
construction, which have a limited impact on the
environment. The small amount of production
waste gas generated by the denture processing
plant should be filtered using professional filtration
equipment according to internal regulations to
ensure that the discharge meets national emission
standards. The specific management measures for
dust generated during the construction process are
clearly stipulated in the Environmental Management
Measures for Arrail Group’s Engineering Projects
formulated by the Group, including: the designated
staff are responsible for spraying water to reduce
dust at the construction site; the construction waste
sorting devices shall be enclosed and transported
out to designated locations, so that no dust,
spillage or on-site burning occurs; the dust removal
equipment shall be installed at the construction site
where necessary to avoid direct discharge into the
atmosphere, etc.
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Waste management

The non-hazardous solid wastes generated by the
Group are mainly domestic wastes; the hazardous
wastes are mainly medical wastes, whose disposal
process strictly complies with the Hazardous Waste
Management System formulated by the Group.

The Group has established a strict management
system to sort domestic wastes generated in its
daily operations, including: promoting knowledge
of domestic waste sorting within the scope of
responsibility and designating employees to guide
units and individuals in waste sorting; clarifying the
discharge time and location of different types of
domestic wastes, so as to collect and store them
by categories; Domestic waste is collected and
transported by qualified third-party companies
through the building or shopping mall where the
operating institution is located.

The Group classifies medical wastes generated
from daily operations at source in accordance with
the Classified Catalogue of Medical Wastes and
the packaging of medical wastes is in line with
the requirements of the Standard of Packaging
Bags, Containers and Warning Symbols Specific
to Medical Wastes (HJ421-2008). Each medical
clinic and hospital has a specialized storage room
for medical waste, in which medical waste storage
boxes issued by the cooperative qualified transfer
company are placed, and the staff seals medical
waste in the storage boxes on time every day. The
Group signs a transfer agreement with a qualified
logistics companies to ensure that medical wastes
are transferred within 48 hours. And at the same
time, the responsible staff will register in detail
the kilograms of wastes transferred, the types
of medical wastes, the transferor, the receiver,
the license plate number of transfer vehicles, the
transfer location and other relevant information for
traceability.
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In terms of waste reduction, the Group strictly
controls the output rate of wastes from each clinic.
In accordance with the Notice on Promoting the
Management on Domestic Wastes Sorting in Medical
and Health Institutions (Guo Wei Ban Yi Fa [2017]
No. 30), infusion bottles (bags) with the infusion
tubes removed that have not been contaminated by
patients’ blood, body fluids and excreta, and those
with a small amount of remaining diluted common
medicinal solution shall be collected and stored
separately and centrally as uncontaminated infusion
bottles (bags), and shall not be treated according
to the standards for medical wastes, so that the
Group can continuously improve the management
on medical waste reduction. Meanwhile, we
encourage hospital suppliers and manufacturers
to design and manufacture product packaging
in accordance with national regulations on clean
production, produce packaging that is easy to
recycle, dispose or degradable in the environment,
restrict over-packaging, and reasonably build a
product packaging recycling system to reduce
environmental pollution from medical and domestic
wastes generated by disposable consumption; we
also encourage our employees to use reusable
shopping bags or containers and join the “Clean
your plate” campaign at meal times, so as to
effectively push forward waste reduction at source.

Noise management

The Group has also formulated a sound
management mechanism for noise pollution that may
generate during the production and construction
process to avoid and reduce the adverse impact of
noise on the environment as much as possible.
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During the production process, the Group’s
processing plants comply with Class 1 Standard
in Table 1 of the Emission Standard for Industrial
Enterprises Noise at Boundary (GB12348-2008); and
in order to maximise its compliance, the Group has
put into effect a series of noise control measures,
including: installing a building sound-proof device
on indoor equipment to reduce noise levels;
installing shock-absorbing pads on mechanical
equipment to reduce noise levels through physical
shock absorption; and placing noise-generating
equipment away from factory boundaries to reduce
noise levels through distance attenuation.

During the construction process, the specific
management measures for noise are clearly
stipulated in the Environmental Management
Measures for Arrail Group’s Engineering Projects
formulated by the Group, including: 1) reasonably
arrange construction operation hours, strictly
distinguish daytime and nighttime operations, and
reduce noise from noise-generating equipment as
much as possible; 2) vehicles transporting materials
into the construction site shall not whistle; 3) loading
and unloading materials shall be handled with care,
especially during nighttime construction operations,
and loud noise should be avoided; 4) strengthen the
management on construction personnel, and they
are strictly forbidden to enter other areas in spare
time and make loud noises, etc.
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KPI: Emissions BRENRIER B
Indicator The year ended
March 31, 2022
BE 20225t &
Total GHG emissions (Scope 1 and Scope 2) BEREHIHNE (BE1MEE?2) 752.60
(tonnes carbon dioxide equivalent ) (B—&ftixEE
Total GHG emissions per unit area (tonnes BUMBEREREENE 0.04
carbon dioxide equivalent/square metre) (%@lﬁﬂ%&lZ) (W =&ALk
2/ FHK)
Direct GHG emissions (Scope 1) E&Miﬁﬁgﬁﬁyi (#E1) 63.38
(tonnes carbon dioxide equivalent) (B—E(tRE=
Petrol Y 35.28
Diesel g5 28.10
Indirect GHG emissions (Scope 2) M AEREN RS (BE2) 689.22
(tonnes carbon dioxide equivalent) (B —&ftixEE
Purchased electricity SN E 689.22
Exhaust gas emission (cubic metre) BERBERRE (LK) 34.00
Atmospheric pollutant emissions (kilogram) RRGERDHERE (F7=)
NO, ALY 75.31
SO, =l 0.37
Wastewater emission (tonnes) JEKEERR = (8) 9,175.00
Total hazardous waste (tonnes) EEEEYEE () 4.53
Total hazardous waste per unit area HEMNAEEEREENRE 0.23
(kilogram/square metre) (Fm=,/FHAK)
Total non-hazardous waste (tonnes) EEEEYEE (W) 22.80
Total non-hazardous waste per unit area BENHEESEEDRSE 1.15
(kilogram/square metre) (F3,/FHK)
Notes: 2
1. The key performance indicators of emissions 1. BB RAERIERRERE
cover the administrative office area of the EITBR AR - RO R
Group, hospitals and clinics of Rytime Dental in RiEERMZAH  WREES
Beijing, as well as our denture manufacturing SUERE  EBpERNZME
plant. The remaining hospitals and clinics have REFTER - KRG RIEER
not been included, and will be included in the EILER WAL

statistics in due course according to the actual
situation in the future.
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2. The GHG inventory includes carbon dioxide,
methane, and nitrous oxide, which are mainly
derived from purchased electricity, gasoline,
and diesel use. Greenhouse gas emissions are
calculated according to the “China Regional
Grid Average CO, Emission Factors for 2011
and 2012” published by the National Centre
for Climate Change Strategy and International
Cooperation and the “2006 IPCC Guidelines
for National Greenhouse Gas Inventories”
published by the Intergovernmental Panel on
Climate Change (IPCC), and are presented in
terms of CO,-equivalent presentation.

3. Hazardous wastes are handed over to waste
disposal units, mainly discarded paper,
discarded office stationery and domestic waste
generated in the office area.

4. Hazardous wastes are handed over to qualified
third-party recyclers for disposal, mainly
including waste toner cartridges, waste ink
cartridges, waste batteries, sewage treatment
sludge from manufacturing plant, and medical
wastes.

Optimisation of resource utilisation

Strictly adhering to the requirements of laws and
regulations such as Energy Conservation Law of
the People’s Republic of China and the Water Law
of the People’s Republic of China, and formulating
the Water and Electricity Saving System of Rytime
Dental and other documents, the Group actively
advocates green office, implements a number of
energy conservation and consumption reduction
measures, constantly optimises the use of
resources, and enhances the efficiency of resource
utilisation, so as to achieve energy conservation and
carbon reduction as well as continuous improvement
of the ecological environment.
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Reinforcing energy saving and consumption
reduction

To save electricity and improve the efficiency
of electricity consumption in hospitals, clinics,
and offices, the Group has formulated relevant
management practices to give priority to the use
of energy-saving equipment. For example, lighting
fixtures of hospitals and clinics are equipped
with the one-touch start/stop function to prevent
employees from forgetting to turn off the lights
after work; BMS intelligent control system will
be considered for the lighting system in new
clinics so that the lighting fixtures can adjust the
indoor lighting intensity according to the outdoor
brightness to greatly reduce energy consumption;
independent time-controlled switches are installed
for the distribution boxes of clinics’ outdoor light
box advertisements to turn on and off at regular
intervals; the procurement of low-energy-consuming
products such as inverter air conditioners is
increased while old equipment with high energy
consumption is gradually phased out.

Meanwhile, to raise employees’ awareness of
energy saving, we have posted energy saving and
emission reduction slogans in all major office areas
and on large electrical equipment. Furthermore, we
have strengthened the supervision on employees’
electricity consumption in their daily work,
requiring them to actively respond to and follow
various energy saving measures developed by the
Company. For example, employees should make full
use of natural light during office hours and reduce
the use of lighting equipment; when leaving the
office, employees should turn off the lights, cut off
the power supply of office equipment, thus firmly
eliminating the phenomenon of “long-live light”;
employees should reduce the energy consumption
of standby electronic equipment, set their
computers to hibernate if they are out of use over
half an hour, switch off office equipment that is out
of use for more than one hour, and power off water
fountains after work and when they are not in use;
employees should take full advantage of natural
ventilation in summer, close doors and windows
if air conditioners are used, and set the indoor air
conditioning temperature to a more energy-efficient
26°C and above; cleaners should make full use of
natural light and only turn on the lights of the floor
they clean when doing cleaning, and turning on
the lights of the whole building at the same time
is forbidden. Meanwhile, traditional light sources
with low luminous efficiency (e.g., T8 fluorescent
lamps, incandescent lamps, quartz lamps, etc.) in
hospitals and clinics have been replaced by more
energy-efficient light sources.
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In addition to pursuing the concept of energy
conservation, the Group also works to appeal for its
employees’ decrease in resource consumption. In
terms of reducing paper usage, the Group actively
promotes the concept of a paperless office to
minimise the amount of paper used and improve
the electronic administrative capabilities of its
employees; in the event that paper must be used,
internal circulation documents, other than official
documents, are printed two-sided or by using
second-hand paper from the waste paper recycling
bins as far as possible. In terms of reducing
commercial vehicle usage, the Group strictly
enforces the management system for the use of
commercial vehicles by strengthening rational and
scientific vehicle deployment, regularly counting
the mileage and fuel consumption to control the
fuel consumption per vehicle, while encouraging
travel with a green footprint such as public transport
or walking. The above specific measures have
effectively tightened up the Group’s efforts in energy
conservation and consumption reduction, fully
reflecting our strong determination to save electricity
and reduce energy consumption.
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Posting energy saving slogans and advocating switching off lights timely
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Saving water resources

To avoid wasting water resources, the Group
intensifies the daily maintenance and management
of water-using equipment and regularly have
taps examined and repaired, etc. to eliminate the
phenomenon of “running water without turning off
taps”. Furthermore, the Group’s internal rules and
regulations also specify specific initiatives to save
water resources, including: the auto-sensing taps
are used in hospitals and clinics to avoid water
dripping from incompletely turned-off ordinary
hand-operated taps that is not found in time due
to mistaken touch; the drainage pipes are all
made of UPVC pipe fittings to increase their useful
lives and prevent leak accidents caused by old
pipes; the leak detectors are added at the end of
drainage pipes to enable timely leak detection and
maintenance; during cleaning, using water to wash
indoor and outdoor floors should be minimised,
buckets should be used to clean mops, and the use
of sinks without taps closed for washing objects
is strictly prohibited, etc. Meanwhile, we exert
ourselves in raising employees’ awareness of water
conservation by posting water-saving slogans on
water-using equipment and advocating employees
to practice the green concept of water conservation
together.

Regulating green construction

The Group adopts enclosed management during
store construction. In addition to dust and noise
reduction, a series of environmental protection
material management initiatives are also stipulated
in the Environmental Management Measures for
Arrail Group’s Engineering Projects, including:
1) the Engineering Department should strictly
review and supervise the standards and sources
of engineering materials, which are required to be
consistent with the tender documents; 2) ceramic
tiles, paints, panels and flooring materials should
be in accordance with the environmental protection
standards that meet the EO level; 3) the Group
should actively organise trainings on construction
material management, especially conducting
corresponding research and evaluation on the new
material application and technological innovation in
the field of environmental protection, etc. The Group
not only strictly complies with construction-related
laws, regulations and standards, but also actively
adopts advanced green materials and processes
to minimise possible environmental damages,
fully demonstrating its firm resolve to actively
explore a green and low-carbon construction and
development path.
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[Case: Green construction initiative of Arrail
Group]

In response to the “714th Five-Year Plan” on Energy
Conservation and Emission Reduction released by
the State Council, and in line with China’s efforts
to establish a green, low-carbon and circular
economic system, the Group has proposed the
“Green Construction Process” initiative to maximise
resource conservation and reduce construction
activities that may have a negative impact on the
environment. In terms of water conservation, we
supervise the installation of electronic valves in
drainage systems in eligible clinics, as well as
sub-control valves at the end of water pipes, and
add leak detectors at the end of drainage pipes
to minimise “water flowing, emitting and leaking”;
in terms of energy conservation, we install fresh
air systems in new projects and adopt a full heat
exchange mode to assist the air-conditioning
system to keeps the temperature constant and
reduce electricity consumption; in terms of material
conservation, we strengthen the weighing and
quantity budgeting of construction materials and
procurement management, carry out construction
waste sorting, repair old ones and recycle useful
ones for reuse; and in terms of environmental
protection, construction materials used such as
ceramic tiles, paints, panels are in accordance
with the environmental protection standards that
meet the EQ level. Since the launch of the “Green
Construction Process”, annual water and electricity
savings of the clinics with electronic valves and
fresh air systems installed have reached 1.5%
and 2% respectively, and material loss of the
Engineering Department has decreased by 1.5% by
the end of the Reporting Period.

[FH - HEEBRERTEZ]

BEREKR MR ] SaeRBER
AEIAR) BEERBUHZEK
MBEROBEELERRE  NEEIE
PRl B2 SARE
BRER - BRI IREEKE

FEMNBIES - EEKFE B
MEEFEKENZMABIKEBRSR
ZREFH - BKERGREDIE
P - BHEKE B R g R KRR
B BAREREMR -F KIS
B R E  FIBEEIAE
EHRARG  REERRIBER -
MZERARGRBAE  BREREEE:
M A E - HAPIE M nEE
ENFEEEURFEEERE ST
NGETT AR BEFE - BUE R
NGETERA  ERRAE BT
EMIMEE - ZE - RMEMRDE
HRAFTEEORBOME - AR 4
EmImiE ] AR - B E 20228 F
K ZRETHRPFINZAEEHKE
H1.5%  BEINERFNZIMEE
BiEEE2% 0 TIEBMBHERR D
1.5% °
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KPI: Use of energy and resource

RIE - HENREREE

BRERER  ERRERER

Indicator The year ended
March 31, 2022
B 202251
Total energy consumption(MWh) gER R E (JRELR) 1,021.69
Total energy consumption per unit area BEMNEELEREREE KR/ 0.05
(MWh/square metre) F75K)
Direct energy consumption(MWh) BEERERE JLRE) 242.29
Petrol b 158.80
Diesel ey 83.49
Indirect energy consumption(MWh) e IREFE JER ) 779.40
Purchased electricity SNEEEE N 779.40
Total water consumption (tonnes) Rk = (H8) 32,696.8
Total water consumption per unit area SEMEmEREKE (W, FHK) 1.7
(tonnes/square metre)
Fresh water 7K 19,409.8
reclaimed water SV 13,287.0
Packaging (tonnes) BEME (BE) 1.05

Note:

1. The key performance indicators of energy and resource 1.
cover the administrative office area of the Group,
hospitals and clinics of Rytime Dental in Beijing, as
well as our denture manufacturing plant. The remaining
hospitals and clinics have not been included, and will

BEREEREABBEVERRERAE
BB ARSE - REABRIERBERS
BEMZ A ARBEEERE - H5E
BEMZ B RGFEAN - RRERIEE
SIBESUE R A SR ©

be included in the statistics in due course according to

the actual situation in the future.

KPI: setting of environmental targets

Type of targets

HEENESR  REEBERE

Setting of targets
BERE

ER= kit
Target of emissions °
PRERIR .

By the end of the year ending March 31, 2024, the Group will reduce
per capita emissions of greenhouse gas generated by purchased
electricity by 3% compared to the year ended March 31, 2022 by
replacing LED lights, implementation of the Energy Conservation
and Resource Management System, increasing renewable resources
such as solar energy, promoting computer power-saving modes, and
adjusting the temperature of air conditioners in winter and summer
LA20228 S R EAE - E2024F K - AEBEBERLEDEREEIR - AN
REB(EHOBEREEREEHNE) BEHENAGESEITELEER - 18
BERESEX  AHLEEFHREESTE  BEIMNES HIMELNH AT
=R 3%

By the year ending March 31, 2026, the Group will increase the
proportion of business travel by high-speed railways to 50% through
methods such as the financial reimbursement policies, regulations
governing staff business travel, etc.

2026 - AEEBRYBMEGE EIEEERRTEIE - F
TERFRLSEBITHABLLOIREZZE50%

o

\
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Type of targets Setting of targets
ER= kit BERE
° By the end of the year ending March 31, 2026, the Group will reduce

domestic/global business trips by 30% compared to the year ended
March 31, 2022 by enhancing online meetings and communication
based on relevant regulations governing staff business travel

. LA2022 B F/mEAE - Z2026 1 FE - AEEBBE THEEBRHRTEINA
FresEpsad  BRIBERN 2k MESLEITRE30%

Target of waste reduction ° From the year ending March 31, 2023, the Group will fully promote
garbage sorting and recycling
R B AR o B 20238 F#E + AN E S 2 EE p iR A
° The Group entrusts qualified third-party institutes to dispose 100%
of hazardous wastes generated from operations in compliance with
regulations
. REBE100%ERBEELEF =T ENAHRREECELNETEREY
° From the year ending March 31, 2024, the Group will promote direct-

drinking water in office buildings in all operating sites, and purchase
less bottled water/barrelled water, in order to reduce the generation
of plastic wastes

. B2024 0 - REBEMEBEL SN AN EHRBEESK - B EIRE
K/ REORREREE - LU EE M EE

° By the end of the year ending March 31, 2024, the Group will replace
100% of plastic garbage bags with biodegradable ones

. F2024 M FIE - ANEE S 2 E E I 100% A AT 4 15 f7 80 5 ] S AR 2B R
BIR AR
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Type of targets
ER= kit

RIE - HENREREE

Setting of targets
BERE

Target of energy efficiency

BERE AN E AR

Target of water efficiency

Pk Ras B R

Others

HiIREER

By the end of the year ending March 31, 2024, the Group will reduce
per capita electricity consumption by 3% compared to the year
ended March 31, 2022 by replacing LED lights, implementation
of the Energy Conservation and Resource Management System,
increasing renewable resources such as solar energy, promoting
computer power-saving modes, and adjusting the temperature of air
conditioners in winter and summer

IA2022 84 F R EYE - BI2024 M FIK - AEBEIRBERLEDE LEIR - N
REB(EHOREREREREEHE) BEHENKGESEITELEER 18
EEMEERN FEHLEERRESHE  HAYAEER3%

From the year ending March 31, 2024, the Group plans to continue
the purchase of renewable energy certificates to offset the electricity
consumed in its operations

B2024 & f8 - AREFEHEREHELRTEANEERMEES
EHFHRENE S

By the year ending March 31, 2024, the Group will achieve a 100%
installation rate of inverter air conditioners and energy-saving lamps
F2024 8 F - AEE B ST HMETRL BB EEF100%

By the end of the year ending March 31, 2024, the Group will reduce
per capita water consumption by 3% compared to the year ended
March 31, 2022 by adopting water-saving faucets and sanitary
ware, increasing reclaimed water circulation systems and enhancing
the implementation of the Energy Conservation and Resource
Management System

JA20228F FRELE - BI2024 W FIE - AN KB 8B F M ETKEUKEESR A
ERE - EBMFOKBIRER - MREBE(HORRLEREENE)FE
& BAHBRKAERL3%

By the year ending March 31, 2025, the Group will achieve a 90%
replacement rate for old wastewater treatment facilities

F202581 F - AEEZEREKREHRINEER0%

By the year ending March 31, 2024, the Group will achieve an 80%
retrofitting rate of electronic valves in drainage piping systems
20248 F - AEEPOKEERREFRPINEEIZR80%

By the year ending March 31, 2024, the Group’'s automatic sensor
water tap installation rate will reach 100%.

F2024 81 F - AEE BB REKFER L EXEEF100%

From the year ending March 31, 2024, the Group will prioritise the
LEED-certified buildings when renting/purchasing new workplaces
B2024F e - REBEMA BEHNHAIGHEELE RESLEEDR
BRI
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E%

VL.

5 HERERERSE

BUILDING A BEAUTIFUL HOMELAND

Adhering to its core philosophy of “integrity,
professionalism and being a good person”, the Group
actively fulfils its social responsibilities as a corporate
citizen, develops hand in hand with communities and the
public, and promotes the sustainable development of the
social healthcare industry with its reliable professionalism
and humanistic care. For the year ended March 31, 2022,
we carried out a variety of public welfare programmes and
community activities, and actively carried out charitable
donations. In July 2021, we donated RMB 1 million to
support the rainstorm and flood disaster relief work in
Henan, reflecting our vision and determination of building a
beautiful home together.

(U} Benefiting the public with healthcare

The Group is convinced that oral health plays an
important role in public health. Against the backdrop
that the oral disease incidence of the children
in mountainous areas is significantly higher than
those in urban areas, we acted actively to provide
free clinical services for children in mountainous
areas, and publicise the knowledge of oral health
to help them develop correct awareness of oral
health. In 2011, the Group and China Oral Health
Foundation jointly launched the “Programme of Oral
Disease Prevention and Treatment for Orphans and
Disabled Children”. In addition, it holds charity golf
tournaments on an annual basis to raise funds. As
of March 31, 2022, the programme had covered
40,448 people in 52 cities of 23 provinces. From 1
April 2021 to 31 March 2022, despite the impact of
the pandemic, the Group still cooperated with China
Oral Health Foundation and local public hospitals to
provide free clinical services for 200 orphans and
children with disabilities from the Children’s Home
of Guiyang and the School for the Blind and Deaf in
Qianxinan Prefecture of Guizhou Province.

HEXFRE

EIHE X MITAIOZLESESE
T AEERGERITOEARNLSEL
HitE - BERARLLE  UBRENFEEFME
MANXER  BEHSBREHETENTR
BER - 20220/ F - BZRMFARZTIEHA
=IEEEERES  BRARASEEE R
2021F7ABRKI00B T AR - ERAR
TR R FECRUE T B T HME
BENRERFES R

(=) BREE

AEBEREORRREARGENE
ZHEMKES - MHEILETEQREME
HERRHENER - RABEREE
T8 TELREEBARERY &
ROPBEMZ  EE (0 FHERE
OREfREES - 201144 - AEEH
PR RAE S HREEEIE
REARERGEGREGEE]  ©UF
FRPBEESBRREBEITER -
HZE20228/F - IHE EB23E M52
B - RamBEE AEL0,448 A ©
2021F481HE202243A31 8
M- #ZEELE  FAEEEEHRS
FEIFFEAESEREMWANE
br - BIEEGERAEREAREMNEE
BEREITED  B200RMERE
BHTAROER -
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=P r~ommass  ARRAN

&

Scene of the “Programme of Oral Disease Prevention and Treatment for Orphans and Children with Disabilities”
MEREORKKRPAEBEEHIRG
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Charitable clinical services

To improve the oral health of the public, all branches
of the Group’s Rytime Dental located across the
country will send a large number of dentists to
communities, enterprises, and schools on every 20
September, the Day of Dental Care, to publicise the
knowledge of oral health and provide dental check
for the public. Among them, branches in Chongging,
the city with the largest number of hospitals and
clinics of Rytime Dental, have carried out noticeable
free clinical services. In September 2021, Rytime
Dental held the dental educational exhibitions
during the “Month of Dental Care” simultaneously at
Guanyingiao, Jiangbei District and Aegean Place (a
shopping mall) in Yubei District. Meanwhile, Rytime
Dental held a range of special dental care lectures
in kindergartens and communities and provided
free dental clinical services and dental health
publicity for the public of Chongging, improving
their awareness of oral health and cultivating a
social atmosphere of caring oral health. The local
TV station of Chongging reported this event, which
received broad-based attention and praise from the
public.

RERD

BIEABRROBRREZSEKTE K
EEBREOE2EEHRERYIAES
Fl9202FE A JHM - 9EIRE
REORBHABRAMLRE « B -
BRE ATMREEOBREERE -
SEORfEE - - EFMWEER
LEETHEEER LI HESREN
W ERREDAREHIEAS
—FEHREM - 20215948 » HHFH
BRI B ER - At E G
MABRRTSHETETARERE -
B ER  mEOREEHTE -
& FART —RIBTEEDIE B
EETRETORED LBESE -
RATHROOBRRESZE 8IET
ERRARREOTERE - EFH
EER A RAREE S THEERE -
S| Bt e BT R BEATET o
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By the end of December 2021, Rytime Dental had
collaborated with more than 60 hospitals and clinics
in the top ten cities of the country (namely Beijing,
Chongging, Chengdu, Shanghai, Xi'an, Changsha,
Qingdao, Jiangyin, Jingjiang and Dalian) to organise
thousands of doctors and experts to carry out more
than 400 large-scale online and offline free clinical
activities, benefiting more than one million families.

To further enhance the public’s awareness of oral
health, help people develop sound oral health
habits, and encourage students to grasp the dental
knowledge and care for their health, the Group
actively and continuously provides free dental
clinical services in communities and schools. We
regularly provide systematic oral healthcare for
students and the public through our free clinical
services, such as fluoride treatment in communities
and schools, and free periodontal and dental
implant surgeries in schools. From 1 April 2021 to
31 March 2022, the Group carried out a total of 626
community activities including free clinical services,
benefiting 30,662 participants.

5 HERERKRE

HZE2021F127 WEHABEEEE
TR BER - BE - KEB - b
g AR RY BB IR B
T KB BAB0RRER LMD
SETREBESRARE N £
BRTHBAET400REARED RN
EE)  BAEBARES °

RTE—TSRSTEN D EEERRE
ER HPARBERROOOBREE
BE BEESHNELESEETE -
BIRE  ASBEREGRFEM AT
@ BREROBEEZ  -BMUTHA
tE - EREBEHELEA - BERE
BHRITAMEEFIAES - BE)
BLEUMBEATMREZZGEND
RiRfE - 20214F4 A1 B E202243
A31HEAE  AEBHEETEEE
DA REEHFT62645 - B
30,662 AKX ©
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Free clinical services in communities and schools
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Fighting against the pandemic

Since February 2021, facing the severe and
complicated situation of the COVID-19 pandemic
prevention and control, to thoroughly block the
transmission of the COVID-19 pandemic, the
Group has mobilised medical staff from 51 clinics
in North China, South China and East China in
response to the call of the governmental authorities
in local cities, and supported the government’s
anti-pandemic campaign by organising human and
material resources to establish a support team for
nucleic acid testing and vaccination work in a timely
manner. By the end of March 2022, the Group has
dispatched a total of 127 medical workers across
the country for nucleic acid testing and COVID-19
vaccination in an orderly manner, serving tens of
thousands of citizens. During this period, in spite of
the scorching hot in summer and the freezing cold
in winter, our medical staff strictly complied with the
requirements of their superiors, completed various
support work excellently and contributed to the
battle against the pandemic.

-

2 [ } W
Ve PY ¥y 4
S @B P

Support for nucleic acid testing and vaccination

SERZER R E R

P&
H2021F2ARRES - ARNEBE
T2 EREE R - & B R BT I A

BIEEERE  AEEHEELY - =
B ER-ZARESTIRDAEEA
BTERZ e ™ - B BT EEPI A5
B RRAERETIEER S EKEERA
BEHEETIE  BRIEAANY S
SRS TIE - 822022434
K AEEZEmEZFIRE 1274
BEAE  BFrARZEEAFNTT
REEEIE  ZARBETE4%
TR - EHHK  ERneHENEHE
EELEA  BPIMEEABER
BTSSR FBEEREELET
15 - AMRETZSE -SRI ELTTE
NE -

o
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()

Charitable donation

To help the healthy growth of more youth in remote
areas, the Group’s Rytime Dental participated in
“Project Hope” of the China Youth Development
Foundation, donating a Hope Primary School in
August 2021, which was named as “Rytime Hope
Primary School”. As of December 2021, Rytime
Dental has donated RMBO0.5 million for Project Hope.
On the New Year's Day in 2022, it gave away more
than 100 thermal cups to all students of the school.

Rytime Dental is not only committed to improving
the environment for the learning and living of the
school’s teachers and students, but also fully
utilising its medical expertise to provide dental
services (such as oral checks, preventive health
care, knowledge publicity, etc.) for teachers,
students and people in nearby areas and conduct
long-term survey and return visits to improve the
oral health of local people.

(m)

EOREY

AETHEHYEZRERUENT D FERE
RE  AEBEREAEBERBS2HEF
HELFERASCSN(FEIRE]
HE  R2021F8 ABBMERT —
e NeE . Wik ks LN
B HE2021F 128  BHEOBRD
EERS0BHETIEFEBE Wit
2022F L BHIME - BaREEELE
BR T BRERIBR o
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APPENDIX Bt &

HKEX ESG Reporting Index BRFTESGZ I

Area Topic Disclosure requirements Section

gE B REEX HEZH

Governance Structure - The statement of the Board of Directors shall contain the following  ESG concept and
content: management

ERLRE HEFSRENER  ERFETINE ESGIEREER
(1) the disclosure of the Board of Directors’ oversight of

environmental, social and governance matters;

(1) REEZQURE HERELRFENEE

(2) the ESG management approach and strategy adopted by
the Board of Directors, including the process for assessing,
prioritising and managing significant ESG-related matters
(including the risks related to the issuer’s business); and

(2 EFENRE  HEREREEAHRIRE  BENE - BR
HIIREREZNRE HEREANBEE (BEHETA
(BmER)NEE: R

(3) how the Board of Directors reviews the progress against
ESG-related targets and explains how they relate to the
issuer's business.

(3) EZQNARES  HEREMEEEERIES - URED
A RETAEBHRE -
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Area Topic Disclosure requirements Section
i E 1 REER HEZH
Reporting Principles - The reporting principles underpin the preparation of an ESG ~ About ESG Report

report, informing the content of the report and how information is
presented: The issuer shall comply with the following reporting
principles when preparing the ESG report:

5 R A ERRUZEERT HERERRENER RTBRENABRES  WRESGHSE
MENATH - BTABRRE HEREAREBEETELERR
Al

(1) Materiality is the threshold at which the Board of Directors
believes ESG issues become sufficiently important to
investors and other stakeholders that they should be
reported.

(1) EZM - SEROECABRS HEREAFHEHREE
REMBOEESETYE  BTAREELER-

(2) Quantification: the KPIs based on historical data must
be measurable. The issuers shall set targets for mitigating
individual impacts (in a form of statements that are actual
data-based, directional guidance or forward-looking). In
this way the effectiveness of ESG policies and management
systems can be evaluated and validated. Quantitative
information should be accompanied by a narrative,
explaining its purpose, impacts, and giving comparative
data where appropriate.

2 Bl ERELEENBRERIEH AT T E - BITARE
TRAMERNTZNEE (FAARERHFI AL -« ATEMLN
BH) - BE - RE  HERERBERERRGM M AT
HRBE - BCHBREMNSHA BREEORYE  TEE
BOER T RME RS -

(3) Balance: The ESG report should provide an unbiased
picture of the issuer's performance. The report should
avoid selections, omissions, or presentation formats that
may inappropriately influence a decision or judgement by
the report reader.

3) T RE HERELREERENRIMEHERETANK
BoRenRe MaBy BREEEARIENERE &
R Z ML -

(4) Consistency: The issuer should use consistent
methodologies to allow for meaningful comparisons of ESG
data over time.

(4) —Bit: BOAEER-BRBRESA AL SRE  HER
EREBRRIEREERNLR -
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Area Topic Disclosure requirements Section

gk B REER HEEH

Reporting Boundary - A narrative explaining the reporting boundaries of the ESG report ~ About ESG Report
and describing the process used to identify which entities or

operations are included in the ESG report. If there is a change in

the scope, the issuer should explain the difference and reason for

the change.

R EE FRESCHEMERHE - B EMLEBIEBMAESCREN  BRESGRSE
bz EERBEEMEE  ETARREIRZEREDRE -

Environment A1 Emissions General Disclosure: Enhancement

RIE AT —RRE on emissions

Information on: management

EHESRAZREHN  HkRTENGT AERESEENNE

HEH) -

(1) the policies; and

(1) BE Rk Mee ke R

2) compliance with relevant laws and regulations that have a

significant impact on the issuer

relating to air and greenhouse gas emissions, discharges into water

and soil, and generation of hazardous and non-hazardous waste

2 ETHETABEAYENRRERLEDINER -

A1.1 The types of emissions and respective emissions data Enhancement
on emissions
management

INRE el e Mgk RER

A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse  Enhancement

gas emissions (in tonnes) and, where appropriate, intensity (e.g.,  on emissions

per unit of production volume, per facility). management

AM2E%E (BEN) ReRMEEZ (BE2) RERBHENER ABHE) K MaHRER

(ER) BE (MABESEN - BERMEHE) -

A1.3 Total hazardous waste produced (in tonnes) and, where  Enhancement

appropriate, intensity (e.g., per unit of production volume, per  on emissions

facility) management

MIFELEEREDHE UBHE) R (NER) BE (MAGESE  MeHRER

fii « BEREHE)

A1.4 Total non-hazardous waste produced (in tonnes) and, where  Enhancement

appropriate, intensity (e.g., per unit of production volume, per  on emissions

facility). management

MAFESRZEENEE A E) R (DER) ZE (WABESEE  MeiRER

fii - BERMEHE)
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Area Topic Disclosure requirements Section
gk B REER HEEH
A1.5 Description of emissions target(s) set and steps taken to  Enhancement
achieve them. on emissions
management
A SHERFTET AN E B ERAEIEL B EMARNSR Msa P E 8
A1.6 Description of how hazardous and non-hazardous wastes are ~ Enhancement
handled, and a description of reduction target(s) set and steps  on emissions
taken to achieve them. management
AGHILERESRESERNN D ERBARTINREERRAE  MEHRER

A2: Use of Resources

A2BRIER

B BRI SR -

General Disclosure:

Policies on the efficient use of resources, including energy, water
and other raw materials.

—RBE : EAERER (2F0F  KREMEMH) HBE -

A2.1 Direct and/or indirect energy consumption by type (e.g.,
electricity, gas or oil) in total (KWh in '000s) and intensity (e.g., per
unit of production volume, per facility).
AARBREASNERR / SERER (NE - f3h) B2 UATE
TREHE) REE (MAGES B - BHEREHE)

A2.2 Total water consumption and intensity (e.g., per unit of
production volume, per facility).

A2 2BFKEREE (MAGES BN - BEREHE) -

Optimisation of
resource utilisation

BILERMA
Optimisation of
resource utilisation

BILERNA
Optimisation of

resource utilisation

BB A
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Topic
BE

HENRER

Disclosure requirements

HEEX

HE

Section

HESH

A3 The Environment and
Natural Resources

ASRERRNE R

A4 Climate Change

AARIREL

A2.3 Description of energy use efficiency target(s) set and steps
taken to achieve them.

A2 BEFRAT ML RE AN E B B R REREL B RARBN SR -

A2.4 Description of whether there is any issue in sourcing water that
is fit for purpose, water efficiency target(s) set and steps taken to
achieve them

A2 AHEICKEVER KR ERIBERERE - LRATET LA KR B B R
REFELARMRANLER o

A2.5 Total packaging material used for finished products (in tonnes)
and, if applicable, with reference to per unit produced.

A2 5B G BEEMRNEE RS & (INER) §EEEME
2

General Disclosure:

Policies on minimising the issuer’s significant impacts on the
environment and natural resources.

—RERE  AEETAARERARERENERY ENRE

A3.1 Description of the significant impacts of activities on the
environment and natural resources and the actions taken to manage
them.

A E B EDHRERRAAE RN EAYERERMEREHYE
CORSE

General Disclosure:

Policies on identification and mitigation of significant climate-related
issues which have impacted, and those which may impact, the
issuer.

—RRE - B REHEE RS HRTAEEY ENERAIRIEH
E o)

A4.1 Description of the significant climate-related issues which have
impacted, and those which may impact, the issuer, and the actions
taken to manage them.

A BRI @ HBETAEEYENSARBGENSEE - REY
18-

Optimisation of
resource utilisation,
Response to climate
change
BILERMA - FEH
RIEZ(
Optimisation of
resource utilisation,
Response to climate
change
BILERMA - FEH
RIEZ(
Optimisation of
resource utilisation

B BB

Enhancement
on emissions
management
MEHHER
Enhancement
on emissions
management

MR B RE 2

Response to climate

change

EHRIRZ(

Response to climate
change

YRR
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Area Topic Disclosure requirements Section

gk B REER HEEH
Society B1 Employment General Disclosure: Attaching great
e BifElE —RBE importance to

Information on:

EHHMREE TERES  ITENE RE TE5HE Sl

AR A R Bt 5 38 R AR FIRY -

(1) the policies; and

1) BE R

(2) compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to compensation and dismissal, recruitment and promotion,

working hours, rest periods, equal opportunity, diversity, anti-

discrimination, and other benefits and welfare.

(2)  ETHETABEAZENHEWEIRRRAOINER -

B1.1 Total workforce by gender, employment type (for example, full-
or part-time), age group and geographical region.

BRI - EBEER (2BEE) FRENNERSNERSE
o

B1.2 Employee turnover rate by gender, age group and
geographical region

B1.21R R - FRAR MR DHNERRKLE -

B2 Health and Safety General Disclosure:
Information on:
B2fgfRER S —RBE  EEREZ 2 IERERREE TREBENAEN

(1) the policies; and

(2) compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to providing a safe working environment and protecting

employees from occupational hazards.

(1) B R

(2 ETHETABEAYENRRERRADINER -

talent introduction,
Protecting
employees’ rights
and interests

BERASSIE  RE
BT#EH
Attaching great
importance to talent
introduction

BRATIIE

Attaching great
importance to talent
introduction
BRAL B

Care for physical
and mental health

BigORE
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Area Topic

HE #R

Disclosure requirements

HEEX

Section

HESH

B3 Development and
Training

BRENES ]

B2.1 Number and rate of work-related fatalities occurred in each of
the past three years including the reporting year.

B2 1BE=4 (RHEEREE) FFAITHMABRILE -

B2.2 Lost days due to work injury

B2 2EIGEATIIERS -

B2.3 Description of occupational health and safety measures
adopted, and how they are implemented and monitored.

B2 3 TR B R R 25 - BT RER A -
General Disclosure: Policies on improving employees’ knowledge
and skills for discharging duties at work Description of training
activities.

—RRE : BHRTHEE BT LERE AR RREMIR - sl
EE .

B3.1 The percentage of employees trained by gender and employee
category (e.g., senior management, middle management).

B3 1M RESEN (NaRERE +REER) ANNRIEER
oL e

B3.2 The average training hours completed per employee by
gender and employee category

B2 RIREERERIZ D - BHERTRZAINTIRE -

Care for physical
and mental health
BEHUEE
Care for physical
and mental health
BIsOEE
Care for physical
and mental health
BEZOEE
Facilitating
coordinated
development

BHBRER

Facilitating
coordinated
development

BHBR%ER

Facilitating
coordinated
development
BhimRER
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RIS - HFRERHRE

Area Topic Disclosure requirements Section
gk B REEX HESH
B4 Labour Standards General Disclosure: Protecting

B4 & T8

B5 Supply Chain

Management

BoftIEsEE 12

Information on:

—MRIRE

BRMIEE TSI

(1) the policies; and

(1) B R

(2) compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to preventing child and forced labour.

2 ETHBETABEAYBORRERRADINER -

B4.1 Description of measures to review employment practices to

avoid child and forced labour.

B4l s R EA B RN ET RAHIST
B4.2 Description of steps taken to eliminate such practices when
discovered.

B4 2#Hil E R R ERIE R ERBHERFIRROLH -

General Disclosure:

Policies on managing environmental and social risks of the supply
chain.

—MRBE  ERHEENRZRESRERYE -

B5.1 Number of suppliers by geographical region.

B5. 1R R A DR ERHE -

B5.2 Description of practices relating to engaging suppliers,
number of suppliers where the practices are being implemented,
and how they are implemented and monitored

Bo.2fEl B M ERMED  mARITABENNMEREE - 1
LEBHTRERTE -

B5.3 Description of practices used to identify environmental and
social risks along the supply chain, and how they are implemented
and monitored.

Bo.3f B AR EE S EARGNRE it eRRNEN - U RIEH
BITREERE -

B5.4 Description of practices used to promote environmental
preferable products and services when selecting suppliers, and
how they are implemented and monitored

Bo. AR R BHERN RS RRARER MRBNED - L RIEREH
TREENE -

employees’ rights
and interests

REE TR
Protecting
employees’ rights
and interests
RIES TiEes
Protecting
employees’ rights
and interests
REET#R
Supplier
management

HIERER
Supplier
management
HERER
Supplier
management

fEmER

Supplier
management

HEmER

Supplier
management

HEnER
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RIE - B RERRE

Area Topic

HE #R

Disclosure requirements

HEEX

Section

HESH

B6 Product Responsibility

BeEmAT

General Disclosure:

Information on:

—MRIRE

EHMRHERNBRBNEREZS  BE -

TIER) :

(1) the policies; and

(1) B R

(2) compliance with relevant laws and regulations that have a
significant impact on the issuer

2 ETHBETABEAYBNRREERADINER -

relating to health and safety, advertising, labelling and privacy

matters relating to products and services provided and methods of

redress.

BERALEEEU AR

B6.1 Percentage of total products sold or shipped subject to recalls
for safety and health reasons

Bo.IEERC EREmBEHRT AL 2 ERMEMMARRHADIL °
B6.2 Number of products and service related complaints received
and how they are dealt with.

B6.2EEMIRN E M LR HIR FEE A R BE ) -
B6.3 Description of practices relating to observing and protecting
intellectual property rights.

B6.Jf il H 4 L (RIS AR E BB BHVED] -

Improving the
product and service
quality,

Advertising and
intellectual property
management -
Privacy protection
and information
security

Improving the
product and service
quality
RAEREREER
Improving the
product and service
quality
RIAERERBESR
Advertising and
intellectual property
management
BERASERER
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RIS - HFRERHRE

Area Topic

HE #R

Disclosure requirements

HEEX

Section

HESH

B7 Anti-corruption

B7TR&)S

B6.4 Description of quality assurance process and recall
procedures.

B6.4HE BB T B RERDKEF «
B6.5 Description of consumer data protection and privacy policies,
and how they are implemented and monitored.

B6.5Hil B E ERHRE RALBHGR - MREBRTRERAE -

General Disclosure:

Information on:

—REE

ERGILSRS 9% REERAREN

(1) the policies; and

(1) R R

(2) compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to bribery, extortion, fraud and money laundering.

) ETHETABEARENRRERLEDINER -

B7.1 Number of concluded legal cases regarding corrupt practices

brought against the issuer or its employees during the reporting

period and the outcomes of the cases.

BT AREGRBAHETAS R ESRETERENE THFARNEE R

FDER

B7.2 Description of preventive measures and whistle-blowing

procedures, and how they are implemented and monitored.

B7. 2B & R B RE T - USRI RER %

B7.3 Description of anti-corruption training provided to directors

and staff.

B7.3fimER R E TRENREFHE «

Improving the
product and service
quality
RAERERKER
Privacy protection
and information
security
BALRELEELS
Practice of integrity

R2NE

Practice of integrity

FRNE

Practice of integrity

RRNE

Practice of integrity

F2NE
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RIE - B RERRE

Area Topic Disclosure requirements Section
gk B REER HEEH
B8 Community Investment  General Disclosure: Building a beautiful
Policies on community engagement to understand the needs of the  homeland
communities where the issuer operates and to ensure its activities
take into consideration the communities” interests.
BeiE&R & —RBE: FEUHELERTREENEHERENRREZLED HEXIRE

SEEHRAGNUE

B8.1 Focus areas of contribution (e.g., education, environmental
concerns, labour needs, health, culture, sport).
Be.1EIEREE (MH#E  BREEE SIFN BE Xt B
B)e

B8.2 Resources contributed (e.g., money or time) to the focus
areas.

B8 2EZ THEMBAER (MEELKH) o

Building a beautiful
homeland

HEXHRE

Building a beautiful
homeland
HEZTRE
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B ErT R RS

To the Shareholders of Arrail Group Limited
(Incorporated in the British Virgin Islands with limited liability and
continued in the Cayman Islands)

Opinion
What we have audited

The consolidated financial statements of Arrail Group Limited (the
“Company”) and its subsidiaries (the “Group”), which are set out
on pages 209 to 375, comprise:

° the consolidated balance sheet as at 31 March 2022;
° the consolidated income statement for the year then ended;
° the consolidated statement of comprehensive loss for the

year then ended;

° the consolidated statement of changes in equity/(deficit in
equity) for the year then ended;

° the consolidated statement of cash flows for the year then
ended; and
o the notes to the consolidated financial statements,

which include significant accounting policies and other
explanatory information.

Our opinion

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group as
at 31 March 2022, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards
(“IFRSs”) and have been properly prepared in compliance with the
disclosure requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with International
Standards on Auditing (“ISAs”). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of
our report.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

HEAEEARQBRR
(REBEBRESEMKLENHSHEFENE
RAR])

=R
RMEETHAR

ImREEERAR (A TERIEAF]) REFAF
(ATHBIESE])JHNE209E375 8 E B
BHmE - BIE

. R2022F3A31HMAEHEERRBR ¢

. BEZALFENAHERR
. BEZALFENAHEZEHBERSR

. BERELFESAGHERS S (ERELM) 2
B :

. BEZALFENGHERESRER K

. BB RRME
R ES

BREIZEFTHERE

EFAHRR

BMRE  ZEEHIBREREREB(RBRM RS
ZHNEEMP AR T HE5ER2022F3 A31
BHRNAHTBERAREBEZB LFENE UG
ZBRRAEHESRE  WEERBREB(ARELH
BRI T BRE -

RRWER
BAIERBCERETERD) EITER - RPIEZXF
EATAENEECEARE [BAMMB A G

BMm&TAENET] B EE— SR -

BPEE  RAAESHESBIEETRIEE
REFINET T RIRHER -




Annual Report 2021/22
2021722 E# s

Independent Auditor’s Report

Independence

We are independent of the Group in accordance with the
International Code of Ethics for Professional Accountants
(including International Independence Standards) issued by the
International Ethics Standards Board for Accountants (“IESBA
Code”), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

Key audit matters identified in our audit are summarised as
follows:

o Estimation of revenue from orthodontics and implantology
services

o Impairment assessment of goodwill

o Fair value determination of restrictive share unit awards (the
“RSUs")

B ETR RS

ByuM

REEESMBREERENEZSRANO(ERS
e R ERETR (B S BREERE)) ATE
mrarmsall)  RMABYNERE  YCEITEE
SRR EMEREREE

REETEE
RRETERASBRBERMANERHE - RAEAH
EHMBBRRNBIRAEENER - GLERHR

EHRMEFERSHBBRRIEABREETR

B BT ELFREHREBNER

BPEET P BB E FRBLIN T

. K 8 IEf RAE 5T ARSI A R fh 5T

C A ERER A

. SR BIA D B A 22 ([ SR B B4 1) /Y
NABEEE

Key Audit Matter
BEETEE

How our audit addressed the Key Audit Matter
BMNEFNMEERRENSE

Estimation of revenue from orthodontics and
implantology services

Refer to notes 2.23, 4(b) and 6 to the consolidated
financial statements.

B2 AT BMKRMFE2.23 - KisE4(b) BBiFE6 -

A IE B & AT R WA B

Our procedures in relation to estimation of revenue from
orthodontics and implantology services were mainly as
follows:

BMERRE ERMETRBEBRANGEFEFEZNT

- Understood and evaluated the Group’s key
internal controls in relation to the estimation of the
total expected costs necessary to complete the
orthodontics and implantology services;

- TRIFEESERRMGFTXKER METRESE
HY A8 TE AR AN O B 8 A BB F I
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Key Audit Matter
BHEEtEE

How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

Revenue from orthodontics and implantology services
for the year ended 31 March 2022 amounted to
approximately RMB366 million and RMB353 million
respectively, which represented approximately 23% and
22% of the total revenue of the Group respectively.

HZE2022F3A31HILFE - REEREETFREHBAD
R ABAREICCAEETRARKISZHEET DRlhEEE
R AR #)23% 5 22% o

Revenue from orthodontics and implantology services is
recognised over time, using an input method to measure
progress towards complete satisfaction of the services.
The progress is measured based on the Group’s
efforts or inputs to the satisfaction of the services, by
reference to the staff costs and/or costs of inventories,
consumables and customised products incurred, when
appropriate, expended up to the end of the year as a
percentage of the total expected costs to complete the
respective services.

B IER MBS RSB AR —RER AR - E£RRAR
AAEEERITRBNER - ZEEEREKERETREM
EHABNERAGE - UK B EBERFERAEENRA
TEENBTIRAR 7K - FH RFTRERKA (WER)
1h SEA AR B AR TS B0 AE TR ER R AR L 1) ©

We focused on this area as the determination of the
amount of revenue recognised from orthodontics and
implantology services is based on management’s
estimation of the total expected costs to complete the
services, which is subject to a high degree of estimation
uncertainty. The inherent risk in relation to the estimation
of revenue from orthodontics and implantology services
is considered relatively high due to the subjectivity of
significant assumptions used to estimate total expected
costs.

BPFEIZETEENRRAR - EE KA ERRET R
ERBBASEDERER BH TR RN A TRBRA G
At @ ke EARAHEEN - AR AREEATRBAKAD
EXBROZENE - AREMA KA LB REFRBEHAKAR
BB ER KRB AIEERS

Assessed the appropriateness of the methodology
used by management to estimate the total
expected costs necessary to complete the
orthodontics and implantology services;

A E TR B A A ET TR ER RAE S RIS & B R A TR
HIRK AR T AHE S 1

Assessed the reasonableness of the assumptions
used by management when estimating the total
expected costs to complete the orthodontics and
implantology services by comparing estimated
future costs with the Group’s historical internal
data, including the staff costs and/or costs
of inventories, consumables and customised
products, in which the historical internal data are
tested to the supporting documents on a sample
basis;

BBE AR AR R A B KB E L A Ef iz (B
EIRAR /SFE  #EHRIHERKAR) - kY
B ABBIBETHRAREZEAXM  FEEEE
FEfh T T A IE MR R A8 7F AR 765 4 22 ) 48 T8 B K S B T 6
RRERAAEN

Compared, on a sample basis, the outcome of
prior year estimations of the total expected costs
to complete the orthodontics and implantology
services made by management to the actual
cost incurred to complete the services, in
order to assess the historical effectiveness of
management’s estimation process; and

i YL IR B AE b — 4 S 5 A TER B T AR TS 40
BB AT T RER BB ELOEBRAA -
AFHEE TR B 2R 0 B AR R

Considered whether the judgments made in
selecting significant assumptions would give rise
to indicators of possible management bias.

EREEEABRKRBAMENHE LI RERE T8
FHERRHNTR
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How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

Impairment assessment of goodwill

Refer to Notes 2.8.1, 2.9, 4(f) and 17 to the consolidated
financial statements.

SE2MA MM BERERNEE2.8.1 - Mi5E2.9 « MiE4(f) R s
7 o

— o

As at 31 March 2022, the Group’s carrying amount of
goodwill amounted to RMB98 million.

MR2022F3A31H ' EEEHENEEEAARKISEE
7T|:O

The Group is required to perform an impairment
assessment of goodwill on an annual basis, or whenever
events or changes in circumstances indicate that the
goodwill might be impaired.

EEEASF (AERAEMHHEARBRE B THERELR
RER) TR BRERE

Based on the procedures performed, we considered
the significant assumptions used in the estimation of
revenue from orthodontics and implantology services are
supported by available evidence.

EREATOERF - BHMABRMETIRA ER RAET RE K
AFERBBEARRGE TREBIRAISH ©

Our procedures in relation to the impairment assessment
of goodwill were mainly as follows:

BMEERERENGENREFEZNT

- Understood and evaluated the Group’s key internal
controls in relation to the impairment assessment
of goodwill;

- THRYFHEERES B ERE GO AT
il

- Assessed the appropriateness of the methodology
used by management to perform its impairment
assessment of goodwill;

- AR EREETHBRENEMERIDERER M

- Evaluated the reasonableness of the financial
budgets prepared by management to be included
in the impairment assessment of goodwill, and
compared the outcome of prior period financial
budgets to actual results in order to assess
the historical effectiveness of management’s
budgeting process;

- A EEEMRAENSAABBREN GOV EREESE
AN WH AT - AR REEEEREE - A
AHEEREREZ A E LR
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Key Audit Matter
BHEEtEE

How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

For the purpose of the impairment assessment of
goodwill, the Group’s goodwill was allocated to two
groups of cash generating units (“CGU Group”). The
Group estimated the recoverable amounts of respective
CGU Group, which were determined based on the fair
value less cost of disposal using cash flow projections
based on financial budgets prepared by management.
Based on the impairment assessment, management
concluded that there was no impairment on goodwill as
at 31 March 2022.

BETETHERETS  ESENFEDNSREMEARS
EEBMAR ([BeEEEMAR])  EEBEASREE
BN AR AR ESEE (BARBEREEKR - ZRER
BRIENTHBBEFERRESREBIETE) - REMETHE
EIREETEN2022F3 A31 B & NI EBRIE -

We focused on this area as the impairment assessment
of goodwill is subject to a high degree of estimation
uncertainty. The inherent risk in relation to the impairment
assessment of goodwill is considered significant due
to the subjectivity of significant assumptions used
(including compound annual growth rates of revenue,
terminal growth rates and discount rates).

BPEIRBFEENRAR  BEREFHIRSER
AATHEN HRAIEREARR (BRERANFESER
T RERERRRTEER) TN - AEBERENGHE
BRBRERSBER -

Involved our internal valuation expert in assessing
and challenging the reasonableness of the
significant assumptions used by management,
including compound annual growth rates of
revenue, terminal growth rates and discount rates,
by comparing with those adopted by comparable
companies in the industry and other external
market data;

SIARMMARHEEER  BBHLEEANTLERAF
PR R BN TS BUE - HE REREREME
REABR (BREANFEAERE  HREBEEXR
FRE) MR

Assessed whether management’s sensitivity
analysis based on the reasonably possible
changes in key assumptions, both individually or
in aggregate, might impact on the outcome of the
impairment assessment of goodwill;

SEEEEEREEZMEBVEEGERENED (AR
HA) LGRS AT R B S 2B BN E e
=S

Tested the accuracy of the calculations included in
the impairment assessment models;

AN ER AR R B AR BRI

Considered whether the judgements made in
selecting the significant assumptions used would
give rise to indicators of possible management
bias; and

22 71 05 P A B0 AR T 1 1 B
BUEEARANTE : &

i3

BalHEE
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How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

Fair value determination of Restrictive Share Units
(“RSUs”) at the grant date

Refer to notes 2.22, 4(j) and 8(b) to the consolidated
financial statements.

BH2HA M BImEMNE2.22 « HiFE4() RHFE8(b) ©

The Company set up a pre-IPO restrictive share unit
scheme (the “RSU Plan”) and granted RSUs under the
RSU Plan on 1 October 2021 before the initial public
offering of the Company. The RSUs granted were equity-
settled awards and were measured at fair value at the
grant date.

g

DEVRR B R AF B E AT R B A B E ([ 2R 5%
BAETE ) YRERARE X ARAZEERE20215E10 A1

RIBR BRI B FT BT B SR BIRMEM - BRHOZ
|

\
/

t

=

D B A RAERE - WINRH ABRAARBER

s I

f

feio

- Assessed the adequacy of the disclosures related
to the impairment assessment of goodwill in
the context of the applicable financial reporting
framework.

- AAEEERMBEREERNBERT - BERAHERERN
HHRER RS

Based on the procedures performed, we considered
that the significant assumptions used in the impairment
assessment of goodwill are supported by available
evidence.

EREHTHERF  RARSBERENEAERNEAR
REITREZBNIF °

EESZRARDEN ((ZREROEM]) RREBHND AR
BE

Our procedures in relation to the fair value determination
of RSUs include:

BMEREEXREBRNDELNAABENEFREE

= Understood and evaluated the Group’s key internal
controls in relation to the fair value determination
of RSUs at the grant date;

- TRIFEEEERHAEEXR RN EMLREEA
IR R A EER RS N ERIEH]

- Examined the key terms and conditions of RSUs
agreements and board meeting minutes relevant to
the grant of the RSUs under the RSU Plan;

- EEXR I B IR BER LI ANE R
REZBRHBRODEMAEREZREBODELNES

BEH
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Key Audit Matter
BHEEtEE

How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

The fair value of the RSUs at the grant date was
determined with reference to the equity value of the
Group on that date. Considering the shares of the
Company were not yet traded in an active market at the
grant date, management determined the equity value
of the Group and the fair value of the RSUs at the grant
date using discounted cash flow method and binomial
option pricing model with the assistance from an
independent external valuer. The fair value determination
of RSUs required significant management judgments and
estimates, and the use of unobservable inputs.

XRHBHECARE BRI ABELD2EEEERZA
MEZEEET - EREARKRMHREK L A B M REERET
SEE BREAEBIIMMEEMNGS TERRRASR
ERk - HEAEEERABEERENESEERZRS
BOEMREHBHRNAAEBE BEXRIIRODELHA
ABEAZEEBFEHERHE KRG  YERTTERE
N ¢ X

We focused on this area as the fair value determination
of the RSUs at the grant date, based on the equity value
of the Group, is subject to a high degree of estimation
uncertainty. The inherent risk in relation to the fair
value determination of the RSUs at the grant date is
considered significant due to the complexity of valuation
technique and subjectivity of significant assumptions
used (including discount rate, risk-free interest rate and
expected price volatility).

BMEIZBAHEENRAR REESENRGEEET
XRHIBOELREH MR BES RS E G THE
E - AREERNNEMRERMEREARRK (BEFR
R mRRNERIEHERKE) OZHE - BREEERES
B ELRELABNARBENEERREASBERK -

Assessed the competence, capabilities and
objectivity of the independent external valuer
engaged by the Group;

THEEEMEEBINMEEMAOEEMN - BTk
N REEM

Involved our internal valuation expert in assessing
and challenging the appropriateness of the
valuation technique used and the reasonableness
of the significant assumptions used in the fair value
determination of RSUs, including the discount rate,
risk-free interest rate and expected price volatility,
by comparing with those adopted by comparable
companies in the industry and other external
market data;

SIABRMHABEESESR - BBHLEANATLERAR]
FRER B R E At SN R i35 B8R - sV R E RE P A (1B
MM EEEREEXRGIRNEMHA T EBEME
AERBR (BEFRE - BEERAEREBERK
18 AR

Tested the accuracy of the calculations of the
valuation of RSUs;

AR IR I 0 BADETT A ERIFT B I ER RN

Considered whether the judgements made in
selecting the valuation technique and significant
assumptions would give rise to indicators of
possible management bias; and

EZRBERAERMEAEABRKEMENHE ST S
BEEEAREFARLNTR &

Assessed the adequacy of the disclosures related
to RSUs in the context of the applicable financial
reporting framework.

AAEEERMBEREERNBERT - BFEXRHIRN
BUHEETEES
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Key Audit Matter
BHEEtEE

How our audit addressed the Key Audit Matter
RN ESHOMEEFARETSER

Based on the procedures performed, we considered that
the valuation technique and significant assumptions used
by management in the fair value determination of RSUs
were supported by the available evidence.

HEREATHRERF  BMRR/EEENETE X RGN B
MARBERAEANGEERTREARREE TREEE
HYSTEF

Other Information

The directors of the Company are responsible for the other
information. The other information comprises all of the information
included in the annual report other than the consolidated financial
statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this
regard.

HfE R

BERAEFAHEMERASR - HMERBREFR
NFAAERES  BETEREHMBERRREMNE
FHEMERE ©

BRHEHMBERENEAT TREEMES - K
PRI HZEFEMERBRREMTANEZTES -

EaBMEaHBRROET  RANEETREH
HEMES - AlLBREY  ERHEMEESEHRS
HUBREIXBEPIEBRFRRETATHENELFE
BEAEBREUFFEEAERRANER

ERBMEATHIE  IREMBREMEER
EERERRL  BRMAFTEREZEE - EES
| BFVLEEARE -
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Responsibilities of Directors and the Audit
Committee for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with IFRSs and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report
our opinion solely to you, as a body, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with ISAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.
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Independent Auditor’s Report
B ErT R RS

As part of an audit in accordance with ISAs, we exercise fERECEBEER)ETETABREHD - HFE
professional judgment and maintain professional scepticism AT BEHE - (RIF T FEERAERE o BT

throughout the audit. We also:

o Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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HAREERAE

Independent Auditor’s Report
B ErT R RS

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Ng Ping Fai.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 27 June 2022

. PERENEBREBEBNM S BB
e BEWEIRE  NEH A MR
RERER - RMBEEKEEFNTM -
EEMAT - HMRBAELAELZHNE
£ -

BREMEEN  RAEBRFZESBBTENE
AEE - KRZH  EXEERS  BREAME
BT AP A R BRI B (A B R ERFA -

HPEREAZESRREH  FARMETEE
MEVEMNERERERER  YEBEBRAR
AR EXERMBILIENMAREME
EIR - UREEANBERT - AOBRE B
B BB VT EN SRR $B 5 E

REEARESEENTET - RAEEWLER
HAMEHVBBREANEFZRAER - AMEKEH
REFTEE - AMEFAREPHAELER
BRIFRRERTAFARBEELER  HERR
FRMNBERAT  MREERBERMBS T BB
EHERNAERRBEELEN AR E - TR
ETEERETBBZER -

HEAB T EAMBRENEFREABATRINE -

BERKESTTAMERH
HEGETAD

HA - 202266 A27H




Annual Report 2021/22
2021722 E# s

Consolidated Income Statement

P = N2

=) ﬁ*ﬁﬁﬁ%‘%

For the year ended 31 March 2022
EHZE2022F3A31BILFE

Year ended 31 March
HZ3H31HILEE

2022 2021
20224 20214
Note RMB’ 000 RMB’000
HtaE AR¥T T AR¥ETTT
Revenue WA 6 1,623,553 1,515,127
Cost of sales SHE KA 7 (1,286,996)  (1,150,707)
Gross profit EF 336,557 364,420
Selling and distribution expenses SHE RIS 7 (79,625) (79,122)
Administrative expenses THAX 7 (276,093) (130,330)
Research and development expenses A 7 (32,918) (27,311)
Net reversal of impairment loss/ CREEFREEERR 312 4,585 (5,476)
(impairment loss) on financial assets OREEE)
Other gains — net H fthF U 2 9 18,922 2,286
Operating (loss)/profit K (FE) A8 (28,572) 124,467
Finance income BRI A 10 8,276 7,581
Finance costs EUE I 10 (55,641) (51,914)
Finance costs — net EAZUR AW (47,365) (44,333)
Share of net (loss)/profit of associates and 2 A ARRR DG 5 & (411) 2,602
joint ventures accounted for using the RNElREEREF
equity method (&18),/ i
Re-designation to Series E convertible BEETEBRRELR 25(a) - (196,712)
redeemable preferred shares from issued BHIET AEH R
ordinary and preferred shares A & B8 5 %
Fair value change of convertible redeemable A& A f& @8 5L AR AY 29 (541,089) (424,289)
preferred shares AREEEY
Fair value change of bond BEHFNAREEZD 29.1 (61,647) (16,677)
Fair value change of warrants EIZN AR EBEZD 29.2 (13,686) (26,802)
Fair value change of derivative liabilities MTEBBENAREBEEBEES 29.3 (6,005) =
Fair value difference between termination R EERIT A BB 2 29.3 (11,136) =
of the warrants and recognition of WARBEESR
derivative liabilities
Loss before income tax FRFTS BRI E 1B (709,911) (581,744)
Income tax credit/(expenses) FriSFiRe /(F) 12 13,511 (16,018)
Loss for the year FRER (696,400) (597,762)
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Consolidated Income Statement
BOfER K

For the year ended 31 March 2022

HZE2022F3A31HILFE

Year ended 31 March
BZ3A31HILLEE

2022 2021
20224 20214
Note RMB’ 000 RMB’000

Hiat AR¥FTR AR®BTE

Loss attributable to: T RIEE(LEE
Owners of the Company PIN/NETEZ 2 =N (701,032) (599,420)
Non-controlling interests PRI A 4,632 1,658
(696,400) (597,762)
Loss per share for loss attributable to AAREEARLEBEENER
owners of the Company B (UBRARETIIR)
(expressed in RMB per share)
Basic and diluted loss per share BREARR#EEE 13 (8.70) (8.21)
(adjusted for share subdivision) (R R TAEE)

The above consolidated income statement should be read in  _Filt& i85 FE B REMT P 33 — OFRIE -
conjunction with the accompanying notes.
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Consolidated Statement of Comprehensive Loss

EEZEEBER
For the year ended 31 March 2022
EHZE2022F3A31BILFE

Year ended 31 March
HZ3H31HILEE

2022 2021
20224 20214
Note RMB’ 000 RMB’000

Bzt AR¥TR ARBTR

Loss for the year

FRER

(696,400) (597,762)

Other comprehensive (loss)/income
Items that will not be reclassified to
profit or loss

Hit2m (B8)
TEEMHBRERENIAR

Fair value change of convertible redeemable ~ BAEEE L EH M A EHik 29 (18,439) 4,457
preferred shares due to own credit risk AIHE BB AR A B EE

Fair value change of bond due to B A EERREHD 29.1 1,083 (4,711)
own credit risk BEQRBEEE

Currency translation differences PE W Z=%E 84,672 179,729

Other comprehensive income for the year, FREMEEKE 67,316 179,475
net of tax (BRFLIE)

Total comprehensive loss for the year FRAEZEER (629,084) (418,287)

Total comprehensive loss attributable to: UT&BEEGEZHEESE :

Owners of the Company ZAN/NEIE 2SN (633,716) (419,945)

Non-controlling interests JEHE AR 2 4,632 1,658

(629,084) (418,287)

The above consolidated statement of comprehensive loss should

be read in conjunction with the accompanying notes.

bt & fF 2 T RS 1R R e B BE Y P R — GBI AE o
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HEEEERAR

Consolidated Balance Sheet

SHfEERER

As at 31 March 2022
1202243 A31H

As at 31 March

MA3A31H
2022 2021
20224 20214
Note RMB’ 000 RMB’000
izt AR®T T ARKETTT
ASSETS BE
Non-current assets FERENEE
Property, plant and equipment M - BB R 14 297,798 260,842
Right-of-use assets FAEEE 15(a) 703,466 595,114
Intangible assets B EE 16 24,612 26,607
Goodwill EES 17 98,467 98,467
Deferred tax assets EERIRE E 28 56,677 28,630
Prepayments TS 3RIE 19 21,722 19,002
Investments accounted for using the FAEREAARNEE 11 14,155 14,116
equity method
Financial assets at fair value through BAREBERAEBRZN 23 34,675 30,000
profit or loss TRIEE
Other receivables H b e W 518 22 109,476 185,015
Total non-current assets BERBEE 1,361,048 1,257,793
Current assets nEBEE
Inventories TE 20 47,080 39,036
Prepayments T 508 19 126,704 104,976
Trade and other receivables B 5 K E A g Wk IE 22 96,885 155,935
Financial assets at fair value through BAREEGTAERD 23 197,055 51,004
profit or loss CRIEE
Restricted cash ZREIFRE 24(b) 95,290 65,706
Time deposits with original maturity REIBAEEBB=EAK 24(c) 14,000 =
over three months aEEER Y
Cash and cash equivalents ReEMRSEZEY 24(a) 1,052,285 676,304
Total current assets BREEE 1,629,299 1,092,961
Total assets HWEE 2,990,347 2,350,754
EQUITY/(DEFICIT IN EQUITY) B (EBEM)
Share capital [N 25 74,769 9,447
Reserves B 26 4,841,683 239,184
Accumulated losses BETEE (3,351,740)  (2,748,503)
Equity/(deficit in equity) attributable to AATEE AELER 1,564,712 (2,499,872)
owners of the Company (REZRE A
Non-controlling interests FEIERR RS 45,785 43,295
Total equity/(deficit in equity) wmiEs (RS 1,610,497 (2,456,577)
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Consolidated Balance Sheet

SHEERER

As at 31 March 2022
1R2022%3 A31H

As at 31 March

M3A31H
2022 2021
20224 20214
Note RMB’ 000 RMB’000
Jiok23 AR®T T AR®ET T
LIABILITIES aE
Non-current liabilities FRBERE
Borrowings B 27 - 23,868
Lease liabilities HEAE 15(a) 611,187 511,007
Contract liabilities ERAE 6(b) 21,597 11,878
Deferred tax liabilities RIERIABE 28 2,125 3,125
Total non-current liabilities HWERBEE 634,909 549,878
Current liabilities REBAE
Trade and other payables & 5 & E e FIA 30 273,105 294,668
Contract liabilities aRAE 6(b) 184,287 209,521
Current tax liabilities BNEAR A B E 8,065 9,565
Borrowings fEm 27 137,363 194,623
Lease liabilities HEAE 15(a) 142,121 132,140
Convertible redeemable preferred shares A B4 A FE 048 45 iR 29 - 3,178,465
Bond Lt 29.1 - 167,345
Warrants TETE 29.2 - 71,126
Total current liabilities wWRBEE 744,941 4,257,453
Total liabilities HeE 1,379,850 4,807,331
Total equity/(deficit in equity) and liabilities ##z% (EEZEM) REE 2,990,347 2,350,754

The above consolidated balance sheet should be read in

conjunction with the accompanying notes.

The consolidated financial statements on pages 209 to 375 were
approved and authorised for issue by the Board of Directors of
the Company on 27 June 2022 and were signed on its behalf by:

BB G E E BB R IE SRR P R — G5O -

F209FE375BEMA I IEIRKRE R 2022F 6 A 27
BEARREE S ERBEETIRITANUTESR

REZF

Executive Director: Zou Qifang
WITES : EF

Executive Director: Qin Jessie Xin

WITES:

g
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Consolidated Statement of Changes in Equity/(Deficit in Equity)
EftER (RS #8%

For the year ended 31 March 2022
BHZE2022F3A31BIEFE

Attributable to owners of the Company

LN INES
Total
(deficit in
Non- equity)/
Share Accumulated controlling equity
capital Reserves losses Total interests & (’s
R& e Zithi it FBRER  BY)/ER

RMB” 000 RMB" 000 RMB” 000 RMB” 000 RMB” 000 RMB” 000
ARBTR  ARMTR  ARETR  ARMTn  ARETR  ARETR
Note (Note 25) (Note 26)
i3 (Hit25) (fit26)

Balance at 1 April 2021 R021 4R 1B H0ER 9,447 280180 (2748503  (2499872) 13295 (2,456577)

Comprehensive (loss)/income 20 (F8)/ hi

Loss for the year ERER - - (o0 (01,03) 4632 (696,400)

Other comprehensive (loss)/income Et2E (B8)/ Wi

Fair value change on convertible redeemable BEEEERERNTELY 2 - (18,439) - (18,439) - (18,439)
preferred shares due to own credit risk EERrRALBEED

Falr value change on bond due to own credit sk~ EAEERREHNESDL 297 = 1,083 - 1,083 - 1,083

Currency translation differences EiER - 84,672 - 84,672 - 84,672

Total comprehensive incomel(loss) for the year ~ EA%2ERE /(518) - 67,316 (701,032) (633,716) 4,632 (629,084)

Transactions with equity holders RERHAANR S

Issuance of ordinary shares in relation ETENARRELAR 25(e) 5,924 521,359 - 527,283 - 527,283
to initial public offering

Issuance of shares for restrictive share unit scheme B TRBHEREMHERL  230) 15,435 (15,435) - - - -

Share-based compensation L 8) - 95,021 - 95,021 - 95,021

Conversion of convertible redeemable preferred ~ AIBRTERELRERAL 20 43,963 3,960,591 101,423 4,105,977 - 4,105,977
shares to ordinary shares @k

Repayment of bond EEES 291 - 3,628 (3,628) - - -

Non-controlling interests acquired EUGE e o 37(a) - (30,030) - (30,030) (6,470) (36,500)

Non-controlling interests disposed BHEHARER 371b) - 49 - 49 4,501 4,550

Dividends to non-controlling shareholders RFERBERES - - - - (173) (173)

Balance at 31 March 2022 202253531 Al 74,769 4,841,683 (3,351,740) 1,564,712 45,785 1,610,497
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Consolidated Statement of Changes in Equity/(Deficit in Equity)
EftER (RS B8k

For the year ended 31 March 2022
EHZE2022F3A31BILFE

Attributable to owners of the Company

ARAERNER
Total
(deficit in
Non- equity)/
Share Accumulated controlling equity
capital Reserves losses Total interests @ (s
A e ES 7 B ERER  BR)/ER
RMB'000 RMB"000 RMB"000 RMB"000 RMB"000 RMB"'000
ARETT  ARETT  ARBTR  ARETR  ARETT  ARETR
Note (Note 25) (Note 26)
it (Hit25) (Hiz226)
Balance at 1 April 2020 R2020F4 1 AMER 9,938 71,380 (2,146,085) (2,064,767) 36,664 (2,028,103)
Comprehensive (loss)/income 2 (8)/ i
Loss for the year ERER = = (599,420) (599,420) 1,658 (597,762)
Other comprehensive income/(I0ss) Ht2Ehs / (B8)
Fair value change on convertible redeemable BEREERERNTERT 2 - 4457 - 4457 - 4457
preferred shares due to own credit risk REEARALBEED
Fair value change on bond due to own BEGERRERNGSAL 297 - (4711) - (4711) 5 (4711)
credit risk [EEEY
Currency translation differences EiZR - 179,729 = 179,729 = 179,729
Total comprehensive incomel(loss) for the year ~ EAB2ENE /(F8) - 179,475 (599,420) (419,945) 1658 (418,287)
Transactions with equity holders REEHEANR A
Issuance of shares upon fulfiment of vesting ERERAM NSRRI 327 (321) - - - -
conditions of share-based compensation ikt
Re-designation to Series E convertible redeemable  BERTLBRENETAE 293 (818) (9.729) o (10,547) = (10,547)
preferred shares from issued ordinary shares BUEATERELR
Purchase of additional interests BEBIMER - = (2,99) (2,99) - (2,99)
Acquisition of a subsidiary WEEF AR i(a) - - - - 997 997
Non-controlling interests acquired ElEERER 57(a) - (3,131) = (3,131) (474) (3,605)
Non-controlling interests disposed BHEFARES 37b) - 2,402 - 2,402 968 3370
Contribution from non-controlling shareholders FERRRLE - - - - 3,586 3,586
Dividends to non-controlling shareholders AEERERES - = = = (104) (104)
Others Eff - (886) - (886) - (886)
Balance at 31 March 2021 1202153831 Bk 9,447 20184 (2748503  (2.499872) 3295 (2456,577)

The above consolidated statement of changes in equity/(deficit
in equity) should be read in conjunction with the accompanying

notes.
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HAREERAE

Consolidated Statement of Cash Flows

BORETRER

For the year ended 31 March 2022
BHZE2022F3A31BIEFE

Year ended 31 March
BZ3A3MBLEE

2022 2021
20224 20214
Note RMB’ 000 RMB’000
HtaE AR¥T T ARKETTT

Cash flows from operating activities RETHMEBRESRE

Cash generated from operations KEISH G 32(a) 241,313 250,259

Income tax paid BRI FEHR (17,035) (7,389)

Net cash generated from operating activities K& FEFSFES 224,278 242,870

Cash flows from investing activities RETEFMEBEERE

Payment for acquisition of a business, U B ZE RSB 3R 31(a) - (1,951)
net of cash acquired (NBAEES)

Payments for investments in associates and REERE REE AT (900) (6)
joint ventures B E

Payments for property, plant and equipment Yz BB REHEIR (115,648) (29,367)

Payments for financial assets at fair value BARBEGTAERZD (297,198)  (1,134,830)
through profit or loss SRIEENR

Payments for intangible assets mREEMNK (5,027) (475)

Repayment of loans to employees EEEEER 2,500 1,595

Repayment of loans to a shareholder R EEEK 86,025 =

Placement of pledged deposits FEHEEHRFER (29,650) (67,927)

Redemption of pledged deposits from bank B RITHERIE E TR - 149,997

Proceeds from sale of financial assets at fair HERAREET ABERN 151,516 1,137,068
value through profit and loss TR EESHIE

Proceeds from sale of property, plant and HEWE - BE RBBEE 3,052 3,298
equipment KIE

Payment of time deposits with original REEABA=EAN (14,000) -
maturity over three months T B AT AR

Interest received BB 15,395 4,351

Net cash (used in)/generated from investing REZE (FiA)  FEERE (203,935) 61,753

activities
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Consolidated Statement of Cash Flows

BORERER

For the year ended 31 March 2022
EHZE2022F3A31BILFE

Year ended 31 March
BZ3A31BHLEE

2022 2021
2022 F 20214
Note RMB’ 000 RMB’000

Bzt AR®TT ARETE

Cash flows from financing activities RETHRMESRESRE

Proceeds from borrowings BT 1EIE 131,234 297,858

Repayment of borrowings EEER (213,190) (367,367)

Repayment of bond BEES (217,042) =

Termination of derivative liabilities RIEPTERE (99,148) =

Net proceeds from issuance of ordinary shares %17 & X AR 3% & 3@ A% 527,283 =
in relation to initial public offering F P15 RIR

Proceeds from issuance of convertible TR e A N B BB AR AT S 475,585 296,867
redeemable preferred shares KIE

Proceeds from issuance of bond and warrants 317 {& 5 & HEEFT S HIA - 200,000

Principal elements of lease payments HENRNARSE 5D (161,743) (156,576)

Dividends paid to non-controlling shareholders A 3F3% A& A% 58 2 < A% & (173) (104)

Capital contributions from non-controlling FEIEAR AR R - 3,586
shareholders

Proceeds from disposal of interest in HEFA RIS (TG 37(b) 4,550 =
subsidiary without change of control B8)) FTiSIE

Transaction costs on issuance of Series E 1T E R 0] B2 0] fE [0l8 5L AR (9,170) =
convertible redeemable preferred shares #3225 A

Interest paid BEARFLE (57,327) (56,751)

Net cash generated from financing activities BEEFESFRSE 380,859 217,513

Net increase in cash and cash equivalents BRE&ERESEFEY BN 401,202 522,136

Cash and cash equivalents at the beginning FUNReRACFED 676,304 172,618
of the year

Effects of exchange rate changes on cash EXEHHIRe RINSEEY (25,221) (18,450)
and cash equivalents K2

Cash and cash equivalents at the end of FRANRERBELEEY 24(a) 1,052,285 676,304

the year

The above consolidated statement of cash flows should be read in

conjunction with the accompanying notes.
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HAREERAE

Notes to the Consolidated Financial Statements

SO P B RRME

1

GENERAL INFORMATION

1.1

General information

Arrail Group Limited (the “Company”) was
incorporated in the British Virgin Islands (the “BVI")
on 23 May 2001 as a company limited by shares.
On 16 November 2020, the Company discontinued
as a company incorporated under the BVI Business
Companies Act 2004 (as amended) and was
registered by way of continuation as an exempted
company limited by shares under the Companies
Act (Cap.22, Law 3 of 1961 as consolidated and
revised) of the Cayman Islands. Accordingly, the
registered office of the Company was changed from
P.O. Box 957, Offshore Incorporations Centre, Road
Town, Tortola, BVI, to 4th Floor, Harbour Place,
103 South Church Street, P.O. Box 10240, Grand
Cayman KY1-1002, the Cayman Islands.

The Company is an investment holding company
and together with its subsidiaries (the “Group”),
is principally engaged in the provision of dental
services (including general dentistry, orthodontics
and implantology) through operations of dental
clinics and hospitals in the People’s Republic of
China (the “PRC”).

The Company completed its IPO and listed its
shares on the Main Board of the Stock Exchange of
Hong Kong Limited (“HKSE”) on 22 March 2022 (the
“Listing”).
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

This note provides a list of the significant accounting
policies applied in the preparation of the consolidated
financial statements. These policies have been consistently
applied throughout all the years presented, unless
otherwise stated.

2.1

Basis of preparation

The consolidated financial statements of the
Group have been prepared in accordance with
International Financial Reporting Standards
(“IFRSs"), interpretations issued by International
Accounting Standards Board (“IASB”) applicable to
companies reporting under IFRSs.

The consolidated financial statements have been
prepared on a historical cost basis, except for
certain financial assets and liabilities measured at
fair value.

The preparation of the consolidated financial
statements in conformity with IFRSs requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in
the process of applying the Group’s accounting
policies. The areas involving a higher degree
of judgement or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements are disclosed in
Note 4.

2.1.1 Change in accounting policy and disclosures

All effective standards, amendments to
standards and interpretations, which are
mandatorily effective for the annual reporting
period beginning on 1 April 2021, are
consistently applied to the Group throughout
the year ended 31 March 2022.
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Notes to the Consolidated Financial Statements

SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEE(E)

212 New and amended standards and 2.1.2 FEE KRG RANE
interpretation not yet adopted by the Group ATER R R FE
Certain new accounting standards, B E202243HA31HIEF
amendments and interpretations have been B BTEgsER - B5T Kk
issued but are not yet effective for the annual ZIER2021F4 A1 HHABH
reporting period beginning on 1 April 2021 FEREHEEBEMERRE
and have not been early adopted by the W BAKEWARREFEHA -
Group during the year ended 31 March TEETIE L2 R P & RISl R SRR
2022. These standards are not expected to HFHATEHAEEURT G
have a material impact on the Group in the HAIR KK ZFEEERNF
current or future reporting periods and on 2.

foreseeable future transactions.

Effective for
accounting
periods
beginning on
or after
RUT BH=
Z BB
B HBEXR

IFRS 1, IFRS 9, IFRS 16 and Annual Improvements to IFRSs 2018 — 2020 1 January 2022
IAS 41 (Amendments) cycle

BRI B REEAIFE 15 - B YRR KRS ERI20184F —2020 FEHH 202261818
MM E AR - B FEME
B R YR A 3 1655k R B
SRR E415% (BRTA)

IAS 1 (Amendments) Classification of Liabilities as Current or 1 January 2023
Non-current

SetERIE1IR (BATA) AELOBEARYIIERD 2023F1A1H

IAS 1 and IFRS Practice Disclosure of Accounting Policies 1 January 2023
Statement 2 (Amendments)

BIFR e RIS 1 5% R BRI TS & St BRI ER 2023F1A1H
HEERIE IR 258
(ERTA)

IAS 12 (Amendments) Deferred tax related to assets and liabilities 1 January 2023

arising from a single transaction

BEFR g EAE 125 (BRI A) HE-XFEAMNBENAERBRLERE 2023F1 A1H
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)

2.1 Basis of preparation (continued) 21 REEE(E)

212 New and amended standards and 2.1.2 FEE KRG RANE
interpretation not yet adopted by the Group ATZER R R FE (4B)
(continued)

Effective for
accounting
periods
beginning on
or after
RUAT BHA=R
ZEBBR
BRHBEX
IAS 16 (Amendments) Property, Plant and Equipment — Proceeds 1 January 2022

before Intended Use
REtERE 165 (BRI A) W% - BERZE — (FEERBAIMFTEHRIE 202291 A1H

IAS 37 (Amendments) Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022
Bl @5t ERIE 375 (BR]A) BEEER — B8 RAKA 20221 H1H
IFRS 3 (Amendments) References to the Conceptual Framework 1 January 2022
REA TSR RIS 35 BSERM S| A 202241 A1H
(EFTA)
IFRS 17 Insurance Contracts 1 January 2023
B A s RS AE RS 17 5% Rz &R 2023F1H1H
IAS 8 (Amendments) Definition of Accounting Estimates 1 January 2023
BlfR & st ERIE 8T (BATA)  &AthErHEE 202341 A1H
IFRS 10 and IAS 28 Sale or Contribution of Assets between an To be determined
(Amendments) Investor and its Associate and Joint Venture
BRI S M EERE 10 RE REFHEABESQAMEERFZEH FHETE

RERTEAF285 (BRI A) BELEXLE

The amendments to IAS 12 Income Taxes R ERAFE 1258 (B3]
require companies to recognise deferred tax ) TS B E KRR E R R
on transactions that, on initial recognition, R ELESENERT LA
give rise to equal amounts of taxable and HUBH S 4 Z R R 2 5 TR
deductible temporary differences. They will IEFEFRIA o H iR AN AN
typically apply to transactions such as leases ANEEREREEERS
of lessees and decommissioning obligations I % B KR BB IMEE TR IR &
and will require the recognition of additional EXRBE-

deferred tax assets and liabilities.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1

Basis of preparation (continued)

2.1.2 New and amended standards and

interpretation not yet adopted by the Group
(continued)

The amendment should be applied to
transactions that occur on or after the
beginning of the earliest comparative period
presented. In addition, entities should
recognise deferred tax assets (to the extent
that it is probable that they can be utilised)
and deferred tax liabilities at the beginning
of the earliest comparative period for all
deductible and taxable temporary differences
associated with:

o right-of-use assets and lease
liabilities, and

° decommissioning, restoration
and similar liabilities, and the
corresponding amounts recognised as
part of the cost of the related assets.

The cumulative effect of recognising these
adjustments is recognised in retained
earnings, or another component of equity, as
appropriate.

The Group expects that the impact to
the consolidated balance sheet will not
be material and deferred tax assets and
deferred tax liabilities without taking into
consideration the offsetting of balances
within the tax jurisdiction will increase
by approximately RMB81,904,000 and
RMB85,237,000 respectively as at 31
March 2022 as a result of adopting the
amendments. The amendment is mandatory
for financial years commencing on or after 1
January 2023. At this stage, the Group does
not intend to adopt the amendment before its
effective date.
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHHEME (&)
POLICIES (continued)
2.2 Principles of consolidation and equity 22 EHRERETHERA
accounting
2.2.1 Subsidiaries 221 Fxd

Subsidiaries are all entities (including
structured entities) over which the Group
has control. The Group controls an entity
where the Group is exposed to, or has rights
to, variable returns from its involvement
with the entity and has the ability to affect
those returns through its power to direct
the activities of the entity. Subsidiaries are
fully consolidated from the date on which
control is transferred to the Group. They are
deconsolidated from the date that control
ceases.

The acquisition method of accounting is used
to account for business combinations by the
Group (see Note 2.3 below).

Inter-company transactions, balances
and unrealised gains on transactions
pbetween group companies are eliminated.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the transferred asset.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the policies adopted by the
Group.

Non-controlling interests in the results and
equity of subsidiaries are shown separately
in the consolidated income statement,
consolidated statement of comprehensive
loss, consolidated statement of changes in
deficit in equity and consolidated balance
sheet respectively.

ANCEEEN L Rz
MrEER (BEREBHEE
B EXAKER2HEZER
ESAES -k JukEo)cl o
ZHAEOHAERN - IARE
EENRBHESIEREREDN
ENZEZELRE - AEH
BIEHIZERE - TAREEH
BEEAKEZ AEZEMR
ABR - RS L2 B
IEBFRAR -

AEBEAKBEEBER
AHARR (R TXHizE2.3) »

BEArENARIERS - &
ﬁ?&ﬁimiﬁqﬂl s T LASTEE o 5'{
FIREBEI T AR - Bz

SEBBRETEREELR
WERAERGR - FARINEE
BREIRFESE - DRERE
REBEFTEARIBUER — 3K ©

FRABNKEREMERT N
kRS BN A HEE
* - AfEEEER A6
BsEMESRIAHEEAR
RTBEEL2Y



224

Arrail Group Limited
HAREERAE

Notes to the Consolidated Financial Statements

SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity
accounting (continued)

222

223

224

Associates

Associates are all entities over which the
Group has significant influence but not
control or joint control. This is generally the
case where the Group holds between 20%
and 50% of the voting rights. Investments
in associates are accounted for using the
equity method of accounting (see Note 2.2.4
below),
cost.

after initially being recognised at

Joint ventures

Joint arrangements are classified as either
joint operations or joint ventures depending
on the contractual rights and obligations
of each investor. The Group has assessed
the nature of its joint arrangements and
determined them to be joint ventures.
Investments in joint ventures are accounted
for using the equity method of accounting
(see Note 2.2.4 below), after initially being
recognised at cost.

Equity method

Under the equity method of accounting,
the investments are initially recognised at
cost and adjusted thereafter to recognise
the Group’s share of the post-acquisition
profits or losses of the investee in profit or
loss, and the Group’s share of movements in
other comprehensive income of the investee
in other comprehensive income. Dividends
received or receivable from associates and
joint ventures are recognized as a reduction
in the carrying amount of the investment.
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity
accounting (continued)

2.2.4 Equity method (continued)

225

Where the Group’s share of losses in an
equity-accounted investment equals or
exceeds its interest in the entity, including
any other unsecured long-term receivables,
the Group does not recognise further losses,
unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealised gains on transactions between the
Group and its associates and joint ventures
are eliminated to the extent of the group’s
interest in these entities. Unrealised losses
are also eliminated unless the transaction
provides evidence of an impairment of
the asset transferred. Accounting policies
of equity — accounted investees have
been changed where necessary to ensure
consistency with the policies adopted by the
Group.

The carrying amount of equity-accounted
investments is tested for impairment in
accordance with the policy described in Note
2.9.

Changes in ownership interests

The Group treats transactions with
non-controlling interests that do not result in
a loss of control as transactions with equity
holders of the Group. A change in ownership
interest results in an adjustment between
the carrying amounts of the controlling
and non-controlling interests to reflect
their relative interests in the subsidiary.
Any difference between the amount of the
adjustment to non-controlling interests
and any consideration paid or received is
recognised in a separate reserve within
deficit in equity attributable to owners of the
Company.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBERYE (&)
POLICIES (continued)
2.2 Principles of consolidation and equity 22 EHRERETHERA (E)

accounting (continued)

2.2.5 Changes in ownership interests (continued)

When the Group ceases to consolidate
or equity account for an investment
because of a loss of control, joint control
or significant influence, any retained
interest in the entity is remeasured to its fair
value with the change in carrying amount
recognised in profit or loss. This fair value
becomes the initial carrying amount for
the purposes of subsequently accounting
for the retained interest as an associate,
joint venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if the
Group had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified
to profit or loss or transferred to another
category of equity as permitted by applicable
IFRSs.

If the ownership interest in a joint
venture or an associate is reduced but
joint control or significant influence is
retained, only a proportionate share of the
amounts previously recognised in other
comprehensive income are reclassified to
profit or loss where appropriate.
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBERYE (&)
POLICIES (continued)
2.2 Principles of consolidation and equity 22 EHRERETHERA (E)

accounting (continued)

2.2.6 Subsidiaries controlled through contractual

arrangements

In preparation for the listing of the
Company’s shares on the Main Board
of the Stock Exchange of Hong Kong
Limited (the “Listing”) and to streamline the
corporate structure, the Group underwent a
reorganisation (the “Reorganisation”) within
the Group. Prior to the completion of the
Reorganisation, in order to comply with the
PRC laws and regulations which prohibit or
restrict foreign control of medical institutions,
the Group operates its medical institutions
through five operating companies, whose
equity interests are held by their respective
nominal shareholders. The Group signed
a series of contractual arrangements (the
“Previous Contractual Arrangements”) with
the five operating entities. The Previous
Contractual Arrangements include exclusive
operational service agreements, exclusive
option agreements, equity pledge agreement
and entrustment agreement and powers of
attorney, which enable the Group to:

° govern the financial and operating
policies of the PRC operating entities

. exercise equity holder voting rights of
the PRC operating entities

226
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity
accounting (continued)

2.2.6 Subsidiaries controlled through contractual
arrangements (continued)

obtain an irrevocable and exclusive
right to purchase part or all of the
equity interests in the PRC operating
entities at any time and from time to
time, at the minimum consideration
permitted by the relevant law in China
at the time of transfer, and

obtain a pledge over all of its equity
interests from its respective nominee
shareholders as collateral for all of
the PRC entities’ payments due to
the Group to secure performance of
entities’ obligation under the Previous
Contractual Arrangements.

Accordingly, the Group has rights to control
these entities. As a result, they are presented
as entities controlled by the Group.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity
accounting (continued)

2.2.6 Subsidiaries controlled through contractual
arrangements (continued)

On 20 August 2020, Beijing Ruier Shengbin
Medical Technology Co., Ltd. (“Beijing
Ruier”), Shenzhen Ruijian Consulting
Management Co., Ltd. (“Shenzhen Ruijian”),
Ms Zou Lifang, each of the 12 operating
entities (the “VIE Entities”) entered into a
series of contractual arrangements (the “New
Contractual Arrangements”) pursuant to
which the Group is able to:

° receive substantially all of the
economic interest returns generated
by Shenzhen Ruijian in consideration
for the business support and
consultancy services provided by
Beijing Ruier;

° obtain an irrevocable, unconditional
and exclusive right to purchase all
or any part of the equity interests in
and/or assets of Shenzhen Ruijian
held at present or in the future for a
consideration equivalent to the lowest
price permitted under the PRC laws
at the time of purchase. The nominee
shareholder and Shenzhen Ruijian
agreed to refund all amount received
in the transfer of equity interests or
assets, as the case maybe, to Beijing
Ruier;

° exercise the equity holders’ voting
rights of Shenzhen Ruijian; and,

o obtain a pledge over all of nominee
shareholder’s equity interest in
Shenzhen Ruijian to Beijing Ruier as a
security to guarantee the performance
of the contractual obligations and
payment of outstanding debts under
the New Contractual Arrangements.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBERYME (&)
POLICIES (continued)

2.2 Principles of consolidation and equity 22 AHREZSTHEEREA (E)
accounting (continued)

2.2.6 Subsidiaries controlled through contractual 226 HBEFRZHEH B F LA

arrangements (continued)

As a result of the New Contractual
Arrangements, the Group is considered to
control Shenzhen Ruijian as it has rights
to exercise power over Shenzhen Ruijian,
receive variable returns from its involvement
with Shenzhen Ruijian, and have the ability
to affect those returns through its power over
Shenzhen Ruijian.

Consequently, the Company regarded
Shenzhen Ruijian as controlled entity and
consolidated the financial position and
results of operations of Shenzhen Ruijian
in the consolidated financial statements of
the Group. In June 2021, given the New
Contractual Arrangements have been taken
effect, the relevant parties over the Previous
Contractual Arrangements entered into a
termination agreement and dismantled the
Previous Contractual Arrangements.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

Business combinations

The acquisition method of accounting is used to
account for all business combinations, regardless
of whether equity instruments or other assets are
acquired. The consideration transferred for the
acquisition of a subsidiary comprises the:

o fair values of the assets transferred

o liabilities incurred to the former owners of the
acquired business

o equity interests issued by the Group

o fair value of any asset or liability resulting
from a contingent consideration arrangement,
and

o fair value of any pre-existing equity interest

in the subsidiary.

Identifiable assets acquired and liabilities and
contingent liabilities assumed in a business
combination are, with limited exceptions, measured
initially at their fair values at the acquisition date.
The Group recognises any non-controlling interest in
the acquired entity on an acquisition-by-acquisition
basis either at fair value or at the non-controlling
interest’s proportionate share of the acquired entity’s
net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the:

o consideration transferred

° amount of any non-controlling interest in the
acquired entity, and

° acquisition-date fair value of any previous
equity interest in the acquired entity
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

2.4

Business combinations (continued)

over the fair value of the net identifiable assets
acquired is recorded as goodwill. If those amounts
are less than the fair value of the net identifiable
assets of the business acquired, the difference is
recognised directly in profit or loss as a bargain
purchase.

Where settlement of any part of cash consideration
is deferred, the amounts payable in the future are
discounted to their present value as at the date of
exchange. The discount rate used is the entity’'s
incremental borrowing rate, being the rate at which
a similar borrowing could be obtained from an
independent financier under comparable terms and
conditions. Contingent consideration is classified
either as equity or a financial liability. Amounts
classified as a financial liability are subsequently
remeasured to fair value with changes in fair value
recognised in profit or loss.

Separate financial statements

Investments in subsidiaries are accounted for
at cost less impairment. Cost includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the Company on
the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying
amount of the investment in the separate financial
statements exceeds the carrying amount in the
consolidated financial statements of the investee’s
net assets including goodwill.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

2.6

Segment reporting

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision-maker, who is responsible
for allocating resources and assessing performance
of the operating segment and making strategic
decisions. The chief operating decision-maker has
been identified as the board of directors.

Foreign currency translation

26.1

262

Functional and presentation currency

ltems included in the financial statements of
each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The functional
currency of the Company is USD as USD
is the primary denominated currency of
the Company’s financing. The Company’s
primary subsidiaries were incorporated
in mainland China and these subsidiaries
considered RMB as their functional currency.
As the major operations of the Group are
within mainland China, the Group determined
to present its consolidated financial
statements in RMB (unless otherwise stated).

Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates at the dates of
the transactions. Foreign exchange gains
and losses resulting from the settlement of
such transactions and from the translation of
monetary assets and liabilities denominated
in foreign currencies at year end exchange
rates are generally recognised in profit or
loss. They are deferred in equity if they relate
to qualifying cash flow hedges and qualifying
net investment hedges or are attributable
to part of the net investment in a foreign
operation.

Foreign exchange gains and losses are
presented in the consolidated income
statement within “other (losses)/gains — net”.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTTHREME (&)
POLICIES (continued)
2.6 Foreign currency translation (continued) 2.6 HMEBRE (E)

2.6.3 Group companies 263 ZEEAIA]

The results and financial position of foreign
operations (none of which has the currency
of a hyperinflationary economy) that have
a functional currency different from the
presentation currency are translated into the
presentation currency as follows:

° assets and liabilities for each balance
sheet presented are translated at
the closing rate at the date of that
balance sheet

° income and expenses for each
income statement and statement of
comprehensive loss are translated at
average exchange rates (unless this
is not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates,
in which case income and expenses
are translated at the dates of the
transactions), and

° all resulting exchange differences are
recognised in other comprehensive
income/(loss).

On consolidation, exchange differences
arising from the translation of any net
investment in foreign entities, and of
borrowings and other financial instruments
designated as hedges of such investments,
are recognised in other comprehensive
income/(loss).

Goodwill and fair value adjustments arising
on the acquisition of a foreign operation are
treated as assets and liabilities of the foreign
operation and translated at the closing rate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that
future economic benefits associated with the item
will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the
replaced part is derecognized. All other repairs and
maintenance are charged to profit or loss during
the year ended 31 March 2022 in which they are
incurred.

Depreciation on property, plant and equipment is
calculated using the straight-line method to allocate
their cost, net of their residual values, over their
estimated useful lives, as follows:

- Medical equipment 3-10 years

— Office equipment and 5 years
furniture

- Motor vehicles 5 years

- Leasehold improvements the shorter of the
useful life or the
lease term

Property, plant and equipment arising from a
business acquisitions is depreciated over the
remaining useful life.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of
each reporting period.

An asset’'s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount.

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within “Other gains — net” in the
consolidated income statement.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8 Intangible assets

2.8.1

282

Gooawill

Goodwill arises on the acquisition of
subsidiaries and represents the excess
of the aggregate purchase consideration
transferred, the acquisition-date fair value of
any previous equity interest in the acquiree
over the fair value of the net identifiable
assets acquired. Goodwill is not amortised
but it is tested for impairment annually,
or more frequently if events or changes
in circumstances indicate that it might
be impaired, and is carried at cost less
accumulated impairment losses (if any).
Gains and losses on the disposal of an entity
include the carrying amount of goodwill
relating to the entity sold.

Goodwill is allocated to cash-generating
units (“CGUSs") for the purpose of impairment
testing. The allocation is made to those
CGUs or groups of CGUs that are expected
to benefit from the business combination in
which the goodwill arose. The units or groups
of units are identified at the lowest level
at which goodwill is monitored for internal
management purposes, being the operating
segments.

Other intangible assets

Acquired computer software is capitalised
on the basis of the costs incurred to acquire
and bring the specific software into usage.
Costs associated with maintaining computer
software programs are recognised as
expense as incurred.

Separately acquired service contracts are
measured on initial recognition at cost.
Service contracts are subsequently carried
at cost less accumulated amortisation and
impairment losses (if any).
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)

2.8 Intangible assets (continued) 28 ®\BEEE (&)

2.8.2 Other intangible assets (continued) 282 EmEFEE (&)

Brands and licenses, non-competitive
agreements and customer relationships
acquired in a business combination are
recognised at fair value at the acquisition
date. They have a finite useful life and are
carried at cost less accumulated amortisation
and impairment losses (if any).

Estimated useful life is determined to be
the shorter of the period of contractual
rights or the estimated period during which
such intangible assets can bring economic
benefits to the Group.

The Group amortises intangible assets with a
finite useful life using the straight-line method
over the following periods:

Software 5 years
Service contracts 2-4 years
Brands and licenses 5-10 years

Non-competitive agreements 1-4 years
and customer relationships

The Group estimates the useful life of the
brand and license to be between 5 and 10
years based on the contract term of the
brand and the expected useful life of the
license.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)
2.8 Intangible assets (continued) 28 ®\BEEE (&)
2.8.3 Research and development 283 H#

Research expenditures are recognised as
an expense as incurred. Costs incurred
on the development phase of an internal
project are capitalized as intangible assets
when all of the recognition criteria are met,
including (a) it is technically feasible to
complete the intangible asset so that it will
be available for use or sale; (b) management
intends to complete the intangible asset
and use or sell it; (c) there is an ability to
use or sell the intangible asset; (d) it can
be demonstrated how the intangible asset
will generate probable future economic
benefits; (e) adequate technical, finance
and other resources to complete the
development and to use or sell the intangible
asset are available; and (f) the expenditure
attributable to the intangible asset during
its development can be reliably measured.
Other development costs that do not meet
those criteria are expensed as incurred.
There were no development costs meeting
those criteria and capitalised as intangible
assets as at 31 March 2022 and 2021.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9

Impairment of non-financial assets

Goodwill and intangible assets that have an
indefinite useful life are not subject to amortisation
and are tested annually for impairment, or more
frequently if events or changes in circumstances
indicate that they might be impaired. Other
non-financial assets, including property, plant and
equipment, right-of-use assets, and intangible
assets (including brand and licenses), are tested
for impairment whenever events or changes in
circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s
fair value less costs of disposal and value in use.
For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash inflows which are largely
independent of the cash inflows from other assets
or groups of assets (CGUs). Non-financial assets
other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at
the end of each reporting period.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)

210 RERHAMEMEE

2.10.1 Classification 2.10.1 248

2.10 Investments and other financial assets

The Group classifies its financial assets in
the following measurement categories:

o those to be measured subsequently
at fair value through profit or loss
(“FVPL"), and

° those to be measured at amortised
cost.

The classification depends on the entity’'s
business model for managing the financial
assets and the contractual terms of the cash
flows.

Regular way purchases and sales of financial
assets are recognised on the trade-date,
the date on which the Group commits to
purchase or sell the asset. Financial assets
are derecognised when the rights to receive
cash flows from the financial assets have
expired or have been transferred and the
Group has transferred substantially all the
risks and rewards of ownership.

2.10.2 Measurement

At initial recognition, the Group measures
a financial asset at its fair value plus, in
the case of a financial asset not at FVPL,
transaction costs that are directly attributable
to the acquisition of the financial asset.
Transaction costs of financial assets carried
at FVPL are expensed in consolidated
income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Investments and other financial assets
(continued)

2.10.2 Measurement (continued)

Debt Instruments

Subsequent measurement of debt
instruments depends on the Group’s
business model for managing the asset and
the cash flow characteristics of the asset.
There are two measurement categories
into which the Group classifies its debt
instruments:

° Amortised cost: Assets that are held
for collection of contractual cash flows
where those cash flows represent
solely payments of principal and
interest are measured at amortised
cost. Interest income from these
financial assets is included in finance
income using the effective interest rate
method. Any gain or loss arising on
derecognition is recognised directly
in consolidated income statement
and presented net within other
(losses)/gains — net together with
foreign exchange gains and losses.
Impairment losses are presented as
separate line item in the consolidated
income statement.

o FVPL: Assets that do not meet
the criteria for amortised cost are
measured at FVPL. A gain or loss on a
debt investment that is subsequently
measured at FVPL is recognised in
consolidated income statement and
presented net within other (losses)/
gains — net in the period in which it
arises.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10

Investments and other financial assets
(continued)

2.10.3 Impairment

The Group assesses on a forward-looking
basis the expected credit losses associated
with its debt instruments carried at amortised
cost. The impairment methodology applied
depends on whether there has been a
significant increase in credit risk.

For trade receivables, the Group applies the
simplified approach permitted by IFRS 9,
which requires lifetime expected credit losses
to be recognised from initial recognition of
the receivables.

Impairment of other receivables are
measured as either 12-month expected
credit losses or lifetime expected credit loss,
depending on whether there has been a
significant increase in credit risk since initial
recognition. If a significant increase in credit
risk of a receivable has occurred since initial
recognition, then impairment is measured as
lifetime expected credit losses.

While cash and cash equivalents, time
deposits with original maturities over three
months and restricted cash are also subject
to the impairment requirements of IFRS 9, the
identified impairment loss was immaterial.

Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a
net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must
not be contingent on future events and must be
enforceable in the normal course of business and in
the event of default, insolvency or bankruptcy of the
company or the counterparty.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12

2.13

2.14

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
first-in, first-out (FIFO) method. Net realisable value
is the estimated selling price in the ordinary course
of business less the estimated costs necessary to
make the sale.

Trade receivables

Trade receivables are amounts due from customers
for goods sold and service performed in the
ordinary course of business. If collection of trade
receivables is expected in one year or less (or in the
normal operating cycle of the business if longer),
they are classified as current assets. If not, they are
presented as non-current assets.

Trade receivables are recognised initially at the
amount of consideration that is unconditional unless
they contain significant financing components, when
they are recognised at fair value. The Group holds
the trade receivables with the objective to collect
the contractual cash flows and therefore measures
them subsequently at amortised cost using the
effective interest method. See Note 3.1.2 for the
description of the Group’s impairment policies.

Cash and cash equivalents and restricted cash

For the purpose of presentation in the consolidated
statement of cash flows, cash and cash equivalents
include cash on hand, deposits held at call with
banks and time deposits with original maturities
within three months.

Time deposits with original maturities over three
months and cash that is restricted from withdrawal,
from use or from being pledged as security is
reported separately on the face of the consolidated
balance sheet, and is not included in the total cash
and cash equivalents in the consolidated statement
of cash flows.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.15

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issuance of
new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

Where any group company purchases the
Company’s equity instruments, for example as
the result of a share buy-back or a share-based
payment plan, the consideration paid, including
any directly attributable incremental costs (net of
income taxes), is deducted from equity attributable
to the owners of the Company as treasury shares
until the shares are cancelled or reissued. Where
such ordinary shares are subsequently reissued,
any consideration received, net of any directly
attributable incremental transaction costs and the
related income tax effects, is included in equity
attributable to the owners of the Company.

Shares held by the Company’s restrictive share unit
scheme (the “RSU Plan”) are disclosed as treasury
shares and deducted from contributed equity.

The re-designation of ordinary shares held by
certain management and shareholders to Series E
convertible redeemable preferred shares (“Series E
Preferred Shares”) was accounted for as deemed
repurchase of ordinary shares and deemed
issuance of Series E Preferred Shares. The deemed
repurchase of ordinary shares is measured at fair
value of ordinary shares and debited to share
capital and reserves accordingly, and the deemed
issuance of Series E Preferred Shares is measured
at fair value of the preferred shares issued. The
difference between fair value of ordinary shares
and preferred shares is recognised as share-based
compensation expenses according to IFRS 2
since the holders of ordinary shares deemed
to be repurchased are management or existing
shareholders of the Group.

Preferred shares are classified as financial liabilities,
see Note 2.17 and Note 3.3.
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Notes to the Consolidated Financial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16

Trade and other payables

These amounts represent liabilities for goods and
services provided to the Group prior to the end of
the financial period which are unpaid. Trade and
other payables are presented as current liabilities
unless payment is not due within 12 months after
the reporting period. They are recognised initially
at their fair value and subsequently measured at
amortised cost using the effective interest method.

Convertible redeemable preferred shares
(“Preferred Shares”)

Preferred Shares issued by the Company are
redeemable at the option of the holder upon
occurrence of certain events. These instruments
can also be converted into ordinary shares of the
Company at any time at the option of the holders, or
automatically upon occurrence of an Qualified Initial
Public Offering (the “QIPO”) of the Company. For
details, refer to Note 29.

The Group designated the Preferred Shares as
financial liabilities at fair value through profit or
loss. They are initially recognised at fair value.
Any directly attributable transaction costs are
recognised in profit or loss. Fair value changes
relating to market risk are recognised in profit or
loss, the component of fair value changes relating to
the Company’s own credit risk is recognised in other
comprehensive income/(loss). Amounts recorded
in other comprehensive income/(loss) related to
own credit risk are not subject to recycling in profit
or loss, but are transferred to accumulated losses
when realised.

The Preferred Shares are classified as non-current
liabilities unless the Preferred Shares’ holders can
demand the Company to redeem the Preferred
Shares within 12 months after the end of the each
reporting period.
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Notes to the Consolidated Financial Statements

SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18

Borrowings

Borrowings are initially recognised at fair value,
net of transaction costs incurred. Borrowings
are subsequently carried at amortised cost. Any
difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in
profit or loss over the period of the borrowings using
the effective interest method.

Fees paid on the establishment of loan facilities
are recognised as transaction costs of the loan to
the extent that it is probable that some or all of the
facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent
there is no evidence that it is probable that some
or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services
and amortised over the period of the facility to which
it relates.

Borrowings are removed from the consolidated
balance sheet when the obligation specified in
the contract is discharged, cancelled or expired.
The difference between the carrying amount of
a financial liability that has been extinguished or
transferred to another party and the consideration
paid, including any non-cash assets transferred or
liabilities assumed, is recognised in consolidated
income statement as finance costs.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the end of the reporting period.
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FTESTHERME (F)
POLICIES (continued)
2.18 Borrowings (continued) 2.18 f& (&)
2.18.1 Bond 2.18.1 &%

The Company issued a bond to a bond
holder (the “Holder”) which is accounted for
at fair value through profit or loss, with fair
value changes recognised in profit or loss,
except for the portion attributable to own
credit risk change that should be charged
to other comprehensive income/(loss).
Amounts recorded in other comprehensive
income/(loss) related to own credit risk are
not subject to recycling in profit or loss, but
are transferred to accumulated losses when
realised.

The bond is classified as a non-current
liability unless the Company has an obligation
to settle the liability within 12 months after
the end of the reporting period.

2.18.2 Warrants

The Group issued warrants as an upfront
payment for issuing a bond (Note 2.18.1).
The warrants can be exercised and settled
with (1) class 1 ordinary shares of the
Company, (2) cash determined by the
underlying equity value of the Company, at
the option of the holder. The warrants are
initially and subsequently measured at fair
value. Any changes in fair value of warrants
are recognised in profit or loss.

2.18.3 Derivative liabilities

The Group recognised derivative liabilities
as the result of the termination of warrants.
The derivative liabilities can be settled
either through (1) a predetermined amount
of cash, or (2) re-entering into the warrants
(Note 2.18.2), depending if the QIPO or trade
sales occurs before 31 December 2022.
The derivative liabilities are initially and
subsequently measured at fair value. Any
changes in fair value of derivative liabilities
are recognised in profit or loss.
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Notes to the Consolidated Financial Statements

SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19

2.20

Borrowing costs

General and specific borrowing costs that are
directly attributable to the acquisition, construction
or production of a qualifying asset are capitalised
during the period of time that is required to
complete and prepare the asset for its intended use
or sale. Qualifying assets are assets that necessarily
take a substantial period of time to get ready for
their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.

Other borrowing costs are expensed in the period in
which they are incurred.

Current and deferred income tax

The income tax expense or credit for the period
is the tax payable on the current period’'s taxable
income based on the applicable income tax rate for
each jurisdiction adjusted by changes in deferred
tax assets and liabilities attributable to temporary
differences and unused tax losses.

2.20.1 Current income tax

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet
date in the countries where the company’s
subsidiaries operate and generate taxable
income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation
is subject to interpretation. It establishes
provisions where appropriate on the basis
of amounts expected to be paid to the tax
authorities.
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BOFTHwRMEE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)

TREHBRBE (F)

2.20 BEVHARIEZEFTSH (&)
2.20.2 B2

2.20 Current and deferred income tax (continued)

2.20.2 Deferred income tax

Deferred income tax is provided in full,
using the liability method, on temporary
differences arising between the tax bases
of assets and liabilities and their carrying
amounts in the consolidated financial
statements. However, deferred income tax
liabilities are not recognised if they arise
from the initial recognition of goodwill.
Deferred income tax is also not accounted
for if it arises from initial recognition of an
asset or liability in a transaction other than a
business combination that at the time of the
transaction affects neither accounting nor
taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that
have been enacted or substantively enacted
by the end of the reporting period and are
expected to apply when the related deferred
income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised
only if it is probable that future taxable
amounts will be available to utilise those
temporary differences and losses.

Deferred tax liabilities and assets are
not recognised for temporary differences
between the carrying amount and tax bases
of investments in foreign operations where
the company is able to control the timing of
the reversal of the temporary differences and
it is probable that the differences will not
reverse in the foreseeable future.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)

TREHBRBE (F)

220 BEVHARIEFEFTEH (&)
2.20.2 EFT1EH (&)

2.20 Current and deferred income tax (continued)

2.20.2 Deferred income tax (continued)

2.21

Deferred income tax assets and liabilities
are offset when there is a legally enforceable
right to offset current income tax assets and
liabilities and when the deferred income
tax balances relate to the same taxation
authority. Current income tax assets and
tax liabilities are offset where the entity has
a legally enforceable right to offset and
intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.

Current and deferred income tax is
recognised in profit or loss, except to the
extent that it relates to items recognised
in other comprehensive income/(loss) or
directly in equity. In this case, the tax is also
recognised in other comprehensive income/
(loss) or directly in equity, respectively.

Employee benefits

2.21.1 Short-term obligations

Liabilities for wages, salaries, bonuses and
other allowances that are expected to be
settled wholly within 12 months after the
end of the period in which the employees
render the related service are recognised in
respect of employees’ services up to the end
of the reporting period and are measured
at the amounts expected to be paid when
the liabilities are settled. The liabilities are
presented as current employee benefit
payable in the consolidated balance sheet.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)
2.21.2 Pension obligations

The Company’s subsidiaries incorporated
in the PRC contribute based on certain
percentage of the salaries of the employees
to a defined contribution retirement benefit
plan organised by relevant government
authorities in the PRC on a monthly basis.
The government authorities undertake to
assume the retirement benefit obligations
payable to the existing and future retired
employees under these plans and the Group
has no further obligation for post-retirement
benefits beyond the contributions made.
Contributions to these plans are expensed
as incurred. Assets of the plans are held and
managed by government authorities and are
separate from those of the Group.

2.22 Share-based compensation

Share-based compensation benefits are provided to
employees via the Company’s RSU Plan.

Restrictive share unit awards (“RSUs”)

The fair value of RSUs granted under the Company’s
RSU Plan is recognised as an employee benefits
expense with a corresponding increase in equity.
The total amount to be expensed is determined by
reference to the fair value of the RSUs granted:

o Including any market performance conditions
(for example, an entity’s share price);

o Excluding the impact of any service and
non-market performance vesting conditions
(for example, profitability, sales growth
targets and remaining an employee of the
entity over a specified time period); and

° Including the impact of any non-vesting
conditions (for example, the requirement for
employees to save or holding shares for a
specified period of time).
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22

2.23

Share-based compensation (continued)

Restrictive share unit awards (“RSUs”) (continued)

The total expense is recognised over the vesting
period, which is the period over which all of the
specified vesting conditions are to be satisfied.
At the end of each period, the entity revises its
estimates of the number of RSUs that are expected
to vest based on the non-market performance
conditions and service conditions. It recognises the
if any,
in profit or loss, with a corresponding adjustment to
equity.

impact of the revision to original estimates,

If the terms of an equity-settled award are modified,
an additional expense is recognised for any
modification that increases the total fair value of
the share-based compensation arrangement, or is
otherwise beneficial to the employee, as measured
at the date of modification.

Revenue recognition

Revenue from contracts with customers is
recognised when control of goods or services is
transferred to the customers at an amount that
reflects the consideration to which the Group
expects to be entitled in exchange for those goods
or services. Revenue is measured at the fair value
of the consideration received or receivable and
represents amounts receivable for goods sold and
services provided in the normal course of business,
net of discounts.

Revenue from rendering of dental services is
recognised over time because the Group’s
performance does not create an asset with an
alternative use and the Group have an enforceable
right to payment for performance completed to date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHBERYE (&)
POLICIES (continued)
2.23 Revenue recognition (continued) 2.23 WA (&)

(a) Revenue from the rendering of orthodontics
and implantology services is recognised
over time, using an input method to measure
progress towards complete satisfaction of
the service. The input method recognises
revenue on the basis of staff costs and/
or costs of inventories, consumables and
customised products, when appropriate,
relative to the total expected costs to
complete the respective service. When the
payments received from customers exceed
the services rendered, a contract liability is
recognised.

(b) Revenue from the rendering of other dental
services is recognised when the services
have been rendered given that such dental
services are generally completed within a
very short period of time.

For revenue from rendering of dental services that
the Group have no enforceable right to payment
for performance completed to date, revenue is
recognised at a point in time when the performance
obligation is satisfied by transferring control of the
service to the customer.

Revenue from sales of goods is recognised when
control of the goods has transferred, being when
the goods are delivered to the customers.

For contracts where the period between the payment
by the customer and the transfer of the promised
service exceeds one year, the transaction price is
adjusted for the effects of a financing component, if
significant.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.23

2.24

Revenue recognition (continued)

The Group recognise as an asset (i) the incremental
costs of obtaining a contract with a customer,
representing the commissions to dentists; and (ii)
the costs incurred to fulfil a contract which relate
directly to the contract, generate resources that will
be used in satisfying the contract and are expected
to be recovered. These assets are amortised on a
systematic basis that is consistent with the transfer
to the customer of the goods or services to which
the asset relates.

Loss per share
2.24.1 Basic loss per share

Basic loss per share is calculated by
dividing:

° the loss attributable to owners of the
Company, excluding any costs of
servicing equity other than ordinary
shares; by

° the weighted average number of
ordinary shares outstanding during
the financial year, adjusted for bonus
elements in ordinary shares issued
during the year and excluding treasury
shares.

2.24.2 Diluted loss per share

Diluted loss per share adjusts the figures
used in the determination of basic loss per
share to take into account:

° the after-income tax effect of interest
and other financing costs associated
with dilutive potential ordinary shares;
and

° the weighted average number of
additional ordinary shares that would
have been outstanding assuming the
conversion of all dilutive potential
ordinary shares.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25

Leases

Leases are recognised as a right-of-use asset and
a corresponding liability at the date at which the
leased asset is available for use by the Group.

Contracts may contain both lease and non-lease
components. The Group allocates the consideration
in the contract to the lease and non-lease
components based on their relative stand-alone
prices.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
are the net present value of the following lease
payments (if applicable):

° fixed payments (including in-substance
fixed payments), less any lease incentives
receivable;

o variable lease payments that are based on

an index or a rate, initially measured using
the index or rate as at the commencement
date;

° amounts expected to be payable by the
Group under residual value guarantees;

o the exercise price of a purchase option if the
Group is reasonably certain to exercise that
option; and

o Payments of penalties for terminating the
lease, if the lease term reflects the Group

exercising that option.

Lease payments to be made under reasonably
certain extension options are also included in the
measurement of the liability.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25

Leases (continued)

The lease payments are discounted using the
interest rate implicit in the lease. If that rate cannot
be readily determined, which is generally the case
for leases in the Group, the lessee’s incremental
borrowing rate is used, being the rate that the
individual lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value
to the right-of-use asset in a similar economic
environment with similar terms, security and
conditions.

Lease payments are allocated between principal
and finance cost. The finance cost is charged to
profit or loss over the lease period so as to produce
a constant periodic rate of interest on the remaining
balance of the liability for each period.

Right-of-use assets are measured at cost
comprising the following:

° the amount of the initial measurement of
lease liability;
° any lease payments made at or before

the commencement date less any lease
incentives received;

° any initial direct costs; and

O restoration costs.

Right-of-use assets are generally depreciated
over the shorter of the asset’'s useful life and the
lease term on a straight-line basis. If the Group is
reasonably certain to exercise a purchase option,
the right-of-use asset is depreciated over the
underlying asset’s useful life.

Payments associated with short-term leases and
all leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise small
items of office equipment and furniture.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25

2.26

Leases (continued)

Amendment to IFRS 16 provides a practical
expedient for lessees to elect not to apply lease
modification accounting for rent concessions
arising as a direct consequence of the COVID-19
pandemic. The practical expedient applies only to
rent concessions occurring as a direct consequence
of the pandemic and only if (i) the change in lease
payments results in revised consideration for the
lease that is substantially the same as, or less
than, the consideration for the lease immediately
preceding the change; (ii) any reduction in lease
payments affects only payments originally due
on or before 30 June 2021; and (iii) there is no
substantive change to other terms and conditions
of the lease. The amendment is effective for annual
periods beginning on or after 30 June 2020 with
earlier application permitted and shall be applied
retrospectively.

During the year ended 31 March 2021, certain
monthly lease payments for the Group’s leases have
been reduced or waived by the lessors as a result
of the COVID-19 pandemic and there are no other
changes to the terms of the leases. The Group has
early adopted the amendment on 1 April 2019 and
elected not to apply lease modification accounting
for all rent concessions granted by the lessors as a
result of the pandemic during the years ended 31
March 2021.

Dividend distribution

Provision is made for the amount of any dividend
declared, being appropriately authorised and no
longer at the discretion of the entity, on or before
the end of the reporting period but not distributed at
the end of the reporting period.
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SO P B RRME

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.27 Government grants

2.28

Grants from the government are recognised at their
fair value where there is a reasonable assurance
that the grant will be received and the Group will
comply with all attached conditions.

Government grants relating to costs are deferred
and recognised in the consolidated income
statement over the period necessary to match them
with the costs that they are intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities as
deferred government grants and are credited to the
consolidated income statement on a straight-line
basis over the expected lives of the related assets.

Finance income

Interest income from financial assets at FVPL is
included in the net fair value gains/(losses) on these
assets, see Note 9 below.

Interest income is presented as finance income
where it is earned from financial assets that are held
for cash management purposes, see Note 10 below.
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3 FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk, interest rate risk and price risk),
credit risk and liquidity risk. The Group’s overall
risk management program focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. Risk management is carried
out by the senior management of the Group.

3.1.1 Market risk

(i)

Foreign exchange risk

Foreign exchange risk arises from
future commercial transactions or
recognised assets and liabilities
denominated in a currency other than
the functional currency of the Group's
entities.

The Group’s primary subsidiaries
operate mainly in the PRC with most
of the transactions settled in RMB.
The management considers that the
business is not exposed to significant
foreign exchange risk as there are no
significant assets or liabilities of the
Group denominated in the currencies
other than the respective functional
currencies of the Group’s entities.
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3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

3.1.1 Market risk (continued)

(if)

Interest rate risk

The Group’s interest rate risk primarily
arises from borrowings. Borrowings
carried at floating rates expose the
Group to cash flow interest rate
risk whereas those carried at fixed
rates expose the Group to fair value
interest rate risk. The Group has not
entered into any interest rate swap
arrangements but will, however,
continue to monitor interest rate risk
exposure and will consider hedging
significant interest rate risk exposure
should the need arise.

As at 31 March 2022 and 2021, the
Group’s borrowings at floating rates
amounted to RMB22,602,000 and
RMB37,111,000, respectively. If the
floating interest rates on borrowings
had been 100 basis points higher/
lower with all other variables held
constant, the loss before income tax
for the years ended 31 March 2022
and 2021 would have increased/
decreased by RMB206,000 and
RMB371,000, respectively, mainly as a
result of higher/lower interest expense
on floating rate borrowings.
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BOFTHwRMEE

3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)

3.1.2 Credit risk 3.1.2 zERE

Credit risk mainly arises from cash and
cash equivalents, time deposits with original
maturity over three months, restricted cash
as well as credit exposures to customers and
other counterparties, including outstanding
receivables. The maximum exposure to credit
risk is represented by the carrying amount
of each financial asset in the consolidated
balance sheet.

(i)

Risk management

Credit risk is managed on a group
basis.

The credit risk of cash and cash
equivalents, time deposits with
original maturity over three months
and restricted cash is limited because
the counterparties are state-owned
banks or reputable commercial banks
located in the PRC or Hong Kong
which are high credit quality financial
institutions with Moody’s credit ratings
ranging from A1 to Baa2.

For trade receivables and other
receivables, if customers or debtors
are independently rated, these ratings
are used. If there is no independent
rating, the Group assesses the credit
quality of the customers and debtors,
taking into account of their financial
positions, past experience and other
factors.

For the years ended 31 March
2022 and 2021, the Group has no
significant concentrations of credit risk
as no revenue from the Group’s sales
to a single customer amounted to 10%
or more of the Group’s revenue.
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SO P B RRME

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

3.1.2 Credit risk (continued)

(if)

Impairment of financial assets

The Group has three types of
financial assets that are subject to the
expected credit loss model:

° cash and cash equivalents,
restricted cash and time
deposits

o trade receivables, and

° other receivables.

Cash and cash equivalents, restricted
cash and time deposits

The Group expects that there is no
significant credit risk associated with
cash and cash equivalents, restricted
cash and time deposits with original
maturity over three months since
they are substantially deposited
at state-owned banks and other
medium or large size listed banks.
Management does not expect that
there will be any significant losses
from non-performance by these
counterparties.

Trade receivables

The Group applies the IFRS 9
simplified approach to measure
expected credit losses which uses a
lifetime expected loss allowance for
all trade receivables.
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BOFTHwRMEE

3 FINANCIAL RISK MANAGEMENT (continued) 3 MR EE ()
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)
(continued)
Trade receivables (continued) E S EWGRE (&)

To measure the expected credit
losses,
been grouped based on shared risk
characteristics.

trade receivables have

The management calculates the
expected credit losses based on
the customers’ historical credit loss
information and further incorporates
forward-looking adjustments, which
are derived using linear regression,
to reflect management’'s forecasts of
macroeconomic factors in different
scenarios, including Consumer
Price Index (“CPI"),
Index (“PP1”) and Gross Domestic
Products (“GDP") of the PRC in which
it provides services, as this affects
the customers’ ability to settle the
receivables.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)

(continued)

Trade receivables (continued) E S EWGRE (&)
The loss allowances of trade R20224F 202143
receivables as at 31 March 2022 and A31HME S 'K
2021 were determined on a collective HEERELRER
basis as follows: EREFWT ¢

Upto3 3to6 6t09 9to12  12to15 Over15

months ~ months  months  months  months  months Total
TEB 3z 6% 9% 122 ik
38R 68 A 987  12f8R 15R  15f@R @t

As at 31 March 2022 R2022%E3 7318
Corporate clients and PERPREAZRR
commercial insurance A
companies
Expected loss rate EHEER 3% 6% 14% 49% 68% 62% 22%
Gross carrying amount ERGEAREFT) 28981 17,395 3,053 695 772 20,169 71,065
(RMB000)

Loss allowance (AMBO0))  BERBALEFT) (899)  (1,046)  (418)  (338)  (523) (12,559) (15,779

Local medical insurance i h BERIREM

bureaus
Expected loss rate EHEER 0% 0% 16%  100%  100%  100% 1%
Gross carrying amount EEBEARETT) 7973 4,064 402 - - 52 12,491
(RMB000)
Loss allowance (AMB000)  EEEfRE (AKEFT) (5) 3) (64) - - (52) (124)
Local public hospitals YIVNTA-
Expected loss rate EHEER 3% 0% 0% 2% 100%  100% 6%
Gross carrying amount BEEBALEETT) 31 941 1,667 927 104 153 3,823
(RMB000)

Loss allowance (AMB000)  EE&fE (AKEFT) (1) 0] ] (17) (5) (153) (187)
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BOFTHwRMEE

3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)

(continued)

Trade receivables (continued) E S EWGRE (&)

Upto3 3t06 6to9 9to12 121015  Over 15
months  months ~ months ~ months ~ months  months Total
TR RES 62 9 128 itk

3fEA 612 A 98 12f8A 15f8R  15f@A st

As at 31 March 2021 H2021535318
Corporate clients and PERPREAZRR
commercial insurance A7
companies
Expected loss rate EHEEE 1% 3% 10% 15% 19% 97% 18%
Gross carrying amount FRBEALYFT) 38143 11,189 882 8,910 5422 11135 75681
(RMB'000)

Loss allowance (AMB000)  EREREALLFT) (330) (280) (86)  (1,292)  (1,019) (10,745) (13,752

Local medical insurance i EERBHM

bureaus
Expected loss rate BHERE 1% 86%  100%  100%  100%  100% 8%
Gross carrying amount EEAEAREFT) 8,270 634 17 = = 39 8960
(RMB000)
Loss allowance (RMB000)  EBREEALEFT) (85) (545) (17) - - (39) (686)
Local public hospitals WA ER
Expected loss rate EHEER 14% 19% 34% 9% 100%  100% 2%
Gross carrying amount SELBARE L) 1600 1149 619 170 93 148 3779
(RMB000)

Loss allowance (AMB000)  EREE AL F1) (227) (214) (211) (167) (93) (148)  (1,060)
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SO P B RRME

3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&

(i)  Impairment of financial assets (i) SRMEEREE)
(continued)
Trade receivables (continued) Z 5 EWGRE (5)
The opening loss allowances for trade FUE S EBFES
receivables reconcile to the closing BT REER
loss allowances as follows: HEERAT

Year ended 31 March
BZE3ASIHILEE

2022 2021

2022F 20214F

RMB’ 000 RMB’000

ARBTT ARBTT

Opening loss allowance FHIEERE 15,498 12,816

Increase in loss allowance recognised  FRRIBZEERR 592 2,682
in profit or loss during the year [ETia A N

Closing loss allowance FREBERE 16,090 15,498

Trade receivables are written off when B RKFEREGE

there is no reasonable expectation of
recovery. Indicators that there is no
reasonable expectation of recovery
include, amongst others, the failure
of a debtor to engage in a repayment
plan with the Group.

Impairment losses on trade
receivables are presented as net
impairment losses within operating
profit. Subsequent recoveries of
amounts previously written off are
credited against the same line item.
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BOFTHwRMEE

3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)

3.1.2 Credit risk (continued)

(if)

Impairment of financial assets

(continued)

Other receivables

A summary of the assumptions
underpinning the Group’s expected
credit loss model is as follows:

3.1.2 zEEE (&)
(ii) TREERE (&)

H fto fE MR
A E T BB A
BRER O BREE
o

Basis for recognition of

Category Group definition of category expected credit loss provision
LWl AEBHERNRE ERAEACEBERBENESE
Performing Receivables whose credit risk is in 12 month expected losses; where
ES line with original expectations the expected lifetime of an

Underperforming
abad

Non-performing
(credit impaired)
TR (EEXE)

Write-off
|

15 B R 2[R T8 H — B0 R M 0R

Receivables for which a
significant increase in credit
risk has occurred compared
to original expectations; a
significant increase in credit
risk is presumed if interest and/
or principal repayments are 30
days past due

B RTEHRAR L (= B R R B E AL AN
FEMRIE © FIS R SRS E

B3R - AEEEERRE
g

Interest and/or principal
repayments are 90 days past
due

FER/ SHASEREHOA

Interest and/or principal
repayments are two years past
due or there is no reasonable
expectation of recovery

FER,/ A ETEHRNFERE
IR AR

asset is less than 12 months,
expected losses are measured
at its expected lifetime (stage 1)
1218 ATEEAEE © WEENTRHRTF
BHE12@ AR - BEIEERE
TAERTFE IR 8 (B ER)
Lifetime expected losses (stage 2)
FEPAEBEE (8 _ER)

Lifetime expected losses (stage 3)
FEPFEBEE (E=FR)

Asset is written off
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SO P B RRME

3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)

(continued)

Other receivables (continued)

Other receivables include loans to
related parties and employees, rental
deposits, etc. The Group accounts
for their credit risk by appropriately
providing for expected credit losses
on a timely basis. In calculating the
expected credit loss rates, the Group
considers historical loss rates for each
category of debtors, and adjusts for
forward-looking macroeconomic data.
The Group provides for credit losses
against other receivables as follows:

Hfto FEUCRIR (48

Hit W RAREY
BB T LEENE
R MBZREE - K
SEERERRAEH
EEBRELES R
BREMNHEEER
B REtERBEE
BEXE  AEEZ
BEBREHANBE
IR - 3B RTHE 1
RERESEFELH
EoRNEEREME

WHRIEREEBIEE

AT R
Gross Gross Gross
carrying carrying carrying
Equivalent Expected  amountat amountat  amount at
internal credit default default default
rating loss rate (stage 1) (stage 2) (stage 3)
Group internal credit rating 1420223 831H EELAR REEE FEAE FEAE REEE
as at 31 March 2022 AEBNABEETR T BEZE  ($-BR) (SRR (EZER)
RMB’000 RMB’000 RMB’000
ARBTT AR¥TR ARETR
High ) AA+ 0.5% 79,259 - -
AA 1.3% 1,500 - -
A 4.3% 55,702 - -
Moderate # B 28.8% 720 150 -
Low & © 47.2% 1,500 - -
Credit impaired zEYE D 100.0% - - 1,368
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BOFP B mRME

3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)

3.1.2 Credit risk (continued)

(if)

Impairment of financial assets
(continued)

Other receivables (continued)

3.1.2 zEEE (&)

(iy EMEEREGE)

Hfto FEUCRIR (48

Gross Gross Gross

carrying carrying carrying

Equivalent Expected amount at amount at amount at

internal credit default default default

rating loss rate (stage 1) (stage 2) (stage 3)

Group internal credit rating 18202143 A31H RERE BEEE BOEELE BOEELE BOREAE
as at 31 March 2021 REEMRBEETR BE BEX (BB (BB (B=ER)
RMB'000 RMB'000 RMB'000

ARBTT ARETT ARETE

High ) AA+ 0.8% 71,645 - -
AA 1.1% 56,808 - =

A 4.3% 135,626 - -

Moderate # BB 6.8% 7,79 - -
B 23.5% 2,568 2,250 -

Low s © 54.8% 96 - -
Credit impaired FEXR D 100.0% = = 1,546
No significant changes to estimation B E 20224 220214

techniques or assumptions were made
during the years ended 31 March
2022 and 2021.

SA31HIEFE &
P AR BRI ES
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

3.1.2 Credit risk (continued)

(if)

Impairment of financial assets
(continued)

Other receivables (continued)

MR EE ()
3.1 EBHEBEE (&)
3.1.2 FEERE(E)
(iy SRMEEREE)

Hfto FEUCRIR (48

The opening loss allowances for other F ) H b FE UL FRIB S
receivables reconcile to the closing BT REER
loss allowances as follows: HEERAT
Non-
Performing Underperforming  performing Total
i) Bt TR oy
RMB’000 RMB’000 RMB’000 RMB’000
ARET R ARBTT ARETR ARET:R
Loss allowance as at 202153 A31H
31 March 2021 HWEBRE 8,231 529 1,546 10,306
New financial assets originated BELACEEN 2,212 - - 2212
or purchased MERAE
Individual financial assets ERemEEER - - - -
transferred to under-performing afzd
Individual financial assets ERlemEEdR - - - -
transferred to non-performing TR (EEXEN
(credit impaired financial assets) ~ £REE)
Recoveries el (6,122) - (823) (6,945)
Change in risk parameters ER25%8 (605) (486) 645 (446)
Loss allowance as at 202253 A31H
31 March 2022 HWEBRE 3,716 43 1,368 5,127
Loss allowance as at 202053 A31H
31 March 2020 HEERE 6,775 - 737 7,512
New financial assets originated BELACEEN 1,768 - - 1,768
or purchased MeRAE
Individual financial assets EplcREAEER (529) 529 - -
transferred to under-performing B
Individual financial assets Bl eREEER (823) - 823 -
transferred to non-performing TR (EEXEN
(credit impaired financial assets) ~ £REE)
Recoveries W - - (14) (14)
Change in risk parameters ER25£% 1,040 - - 1,040
Loss allowance as at 202153 A31A
31 March 2021 HWEBRE 8,231 529 1,546 10,306
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)

(continued)

Other receivables (continued) EfhpelraE (&)

The gross carrying amount of other H b FE W SR IB R BRTE
receivables, and thus the maximum BE ARABALESE
exposure to loss, is as follows: RIS IE R g ERRIAT

As at 31 March

M3A31H
2022 2021
20224 20214

RMB’ 000 RMB’000
ARBTRE ARETET

Performing na-y 138,681 274,538
Underperforming E7)Es 150 2,250
Non-performing TR 1,368 1,546
Total gross other receivables 48 b fE UG SR IE 4R RE 140,199 278,334
Less: loss allowance B R R (5,127) (10,306)
Other receivables net of expected — E fth fEUL FXIE (FNFFEHA 135,072 268,028

credit losses =8E18)
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MR EE (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)
(continued)
Net impairment losses/(reversal of REZERNE/ME
impairment losses) on financial assets EFREEE ChE
recognized in profit or loss B E)
During the years ended 31 March B 220224 220214
2022 and 2021, the following losses SA31ALFE 4
were recognized in profit or loss in BB S A E A
relation to impaired financial assets: NTHELAEEEES
TR

Year ended 31 March
BZ3A31BHILLEE

2022 2021
20224 20214
RMB’ 000 RMB’000
ARETRT ARBTT
Impairment losses on trade E Z R IE R EE R 592 2,682
receivables
(Reversal of impairment losses)/ H b YR IE CRiEEE (5,177) 2,794
impairment losses on other B[),REER
receivables
Net (reversal of impairment losses)/ & REEF CREEE (4,585) 5,476
impairment losses on financial BE),/REERE

assets

Financial assets at fair value through

profit or loss

The maximum exposure to credit
risk is represented by the carrying
amount of the financial assets at fair
value through profit or loss in the
consolidated balance sheet.

BAREESN ABRE
MEREE

REEERBRIERH
BEEREBERTEAAR
EEFABSEN SR
BEMKREE
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FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

3.1.2 Credit risk (continued)

(if)

Impairment of financial assets

(continued)

Financial assets at fair value through
profit or loss (continued)

As at 31 March 2022, the Group's
wealth management products
measured at FVPL were investment
products subscribed to Growth
Vanguard Fund SPC at a fixed
annualized return rate of 1.2%.
The wealth management products
are subject to a lock-up period of
one month and can be redeemed
by the Company at any time upon
expiration of the lock-up period (Note
23). Growth Vanguard Fund SPC
is a segregated portfolio company
incorporated in the Cayman lIslands
and is solely owned by an individual
who is an independent third party to
the Group. The recoverability of the
Group's investments in these wealth
management products depends
on the credit worthiness of Growth
Vanguard Fund SPC and its sole
owner.

As at 31 March 2021, the Group’s
bank structured deposits were mainly
investment products purchased from
reputable financial institutions in the
PRC with floating rates. The returns on
all of these bank structured deposits
were not guaranteed, hence their
contractual cash flows did not qualify
for solely payments of principal
and interest. Therefore, they were
measured at fair value through profit
or loss. None of these investments
were past due. Changes in fair values
of bank structured deposits were
analysed at the end of each reporting
period by the Group’s management.
The fair values were determined
based on the expected cash flows
discounted using an expected rate
of return (based on management’s
judgement). The relevant fair value
gains/(losses) were minimal because
of short term maturity.

3

BEREREE (E)
3.1 HEERRREZE(E)
3.1.2 zEEE (&)
(ii) TEMEERE (B&)
BEARBETABZD

HemEE (&)

M2022F3A31H -
AEFBR DA EER
ABMEMERA
A B TE F b B #] X
1.2% RIEH Growth
Vanguard Fund SPC
&ﬁ@uu ® EZE!EWT

IS
iém%ﬁ@)% 1& B By
BEEMENEM®
(M3 23) ° Growth
Vanguard Fund SPC
R = BB MK
M BYREBEER
A BmAEEZ %
BB = 2 A
B NREBRENZ
Z 18 B 2 fm 1O AT ]
BEBRKGrowth
Vanguard Fund SPC
iﬁuﬁfﬁﬁﬁ/\m%

T B4
fil
+>+
t)

R20214F3H318 -

REBRRITHAEMN
7R E E A B AR
ZemEERENT
BHNEREEMD ° 7
BEERITHEBMINR
) B R EARE
.IHZ/H\AWIEi;ALE
THEERRIMAR
TN EE R - B
b ER QR EBE
A - BEREH
RNEH - NREEEIRE
EBREREHRDN
WITHEB TR R
BENES QAR E
BRI 60 A 78 5 B 3R
E(EREEENH
)Mo ASMR
MEBETE - ARER
FERE - HER R
EEWE/%@QE
1} °©
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.2 Credit risk (continued) 3.1.2 EEEE (&)
(i)  Impairment of financial assets (i) SRMEEREE)

(continued)

Financial assets at fair value through RAREBEETARR
profit or loss (continued) MemEE (&)
From the perspective of cash IR & B AR f 4%
management and risk control, the HOWAEE  AEHE
Group diversified its investment wREHEEZ T W
portfolio and mainly preferred those FEEEEERIM
products with high-liquidity. SHEmR e
3.1.3 Liquidity risk 3.1.3 HBHELERE
Prudent liquidity risk management implies BENTBESRBREREK
maintaining sufficient cash and cash ERBRENES KA CEE
equivalents. Due to the dynamic nature of Y- BB AEBIFEEE -
the underlying business, the policy of the REBERBREEHABEEARE
Group is to regularly monitor the Group’s ErREE R - WAERRT
liquidity risk and to maintain adequate liquid EMRBEE B RkRE
assets such as cash and cash equivalents, EEY - EHEITE HFSRAMERT
short-term time deposits and investments ERUEFRIEESNRE TR
in bank structured deposits or to retain BMELH - UmEAREE/R
adequate financing arrangements to meet FEFK o

the Group’s liquidity requirements.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MR EE (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.3 Liquidity risk (continued) 3.1.3 RBELERE (&)
(i) Financing arrangements (i) BE L HE
The Group had access to the following REER2022F &
undrawn borrowing facilities as at 31 202143 A31HA{E
March 2022 and 2021: F LA TR AR B2 BUAD & 3K
CEE
As at 31 March
MW3A31H

2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥FR ARBTE

Floating-rate bank loan facilities FENFRIRITEREE
Expiring within one year —F AN EIE 97,398 =
Expiring beyond one year —F £ EIHf - 82,889
97,398 82,889

Fixed-rate bank loan facilities EEMEBITEREE
Expiring within one year —F AR EIE] 236,066 123,040
Expiring beyond one year —F & EIEf - 150,000
236,066 273,040
The bank loan facilities may be drawn RITEZZEEA LA
in RMB and have an average maturity ERMIRHEL - A20224F
of 0.6 years, and 1.2 year as at 31 K20214%3 8318
March 2022 and 2021. SEH B EREARR o Bl A&

0.65F & 1.25 °
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3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.1  Financial risk factors (continued) 3.1 HMERKBEZR (&)
3.1.3 Liquidity risk (continued) 3.1.3 RBELERE (&)
(i) Maturities of financial liabilities (i) =HRAENIHE

The table below analyses the Group's TREBEBEEEAGE
financial liabilities into relevant HH=6RIHE®
maturity groupings based on the FIeREARE - DT ASE
remaining period at the balance sheet EE DA — LA
date to the contractual maturity date. HANNemEaE -
The amounts disclosed in the table KTPHENEERS
are the contractual undiscounted AAFTBEHREERE °
cash flows. Balances due within 12 HRITENEED
months equal their carrying balances A EHit12E A8 R E
as the impact of discounting is not HOHBEENAERE

significant. FREE o
Total  Carrying
Less Between Between Contractual amount
than 1 1and?2 2and 5 Over5 cashflows liabilities

year years years years  GE%ES REE
FR1E 1226 2E5F BB  REEE af
RMB'000  RMB'000  RMB’000  RMB’000  RMB’000  RMB’000
AR®TL  AR%TR AR%Tn ARETR AR%Tn AR%Tx

At 31 March 2022 1202253 A31A
Trade payables BHEMTE 74,211 - - - 74,211 74,211
Other payables and accruals  HHEFFUERE 108,820 - - - 108820 108,820
(excluding employee TBA (TR
benefits payable and EiHESRETIR
other taxes payable) At HE)
Borrowings &3 139,877 - - - 139,877 137,363
Lease liabilities REERE 172,305 143,173 265,906 233,115 814,499 753,308

495,213 143,173 265,906 233,115 1,137,407 1,073,702
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MEEREE (&)
3.1  Financial risk factors (continued) 3.1 HERKBEZ (&)
3.1.3 Liquidity risk (continued) 3.1.3 RBELERE (&)
(i) ~ Maturities of financial liabilities (i) =RAENTEBR (&)

(continued)

Total  Carrying

Less Between Between Contractual amount
than 1 1and?2 2and 5 Over5 cashflows liabilities
year years years years  AREEE RAEfE
TRI1E 152 2E5F  HBBSF  NEEE A

RMBO0OO ~ RMB'O00  RMB000  RMB'O00  RMB'000  RMB'000
ARBTL ARBTR ARETL ARETR ARETT ARETR

At 31 March 2021 R202153A318
Trade payables BAEMNTE 121,320 = - - 121320 121,320
Other payables and accruals EftEMFERE 87,151 - - = 87,151 87,151
(excluding employee HEA (AR
benefits payable and other ~ fEfHE BRI &
taxes payable) HiERH®E)
Borrowings fER 205,118 19,318 3,381 - 207817 218,491
Lease liabilities BERE 166,865 140,356 248372 219,104 774697 643,147
Preferred Shares BER 3,178,465 - - - 3178465 3,178,465
Bond &5 205,897 - - - 205897 167,345
Warrants 1 71,126 - - - 71,126 71,126
4,035,942 159,674 251,753 219,104 4,666,473 4,487,045
3.1.4 Price risk 3.1.4 (Bi5EfE
The Group is exposed to price risk mainly AEFE@ENERRRETEH
relating to certain investments held by the AEFBBAENSE TIKE (HE
Group, which were classified as financial BRIEARBEFABEZHNSH
assets at fair value through profit or loss, BE)EH BEBVELEK
including investments in wealth management A o RNEE M E Y RER
products. The Group is not exposed to A - SEIEFELXEME3.3 0

commodity price risk. See Note 3.3 for
details.
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3

FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital management

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern in order to continue
to provide returns for shareholders and benefits
for other stakeholders, and to maintain an optimal
capital structure to enhance shareholders’ value in
the long term.

The Group monitors capital (including share
capital, other reserves and Preferred Shares on
an as-if-converted basis) by regularly reviewing
the capital structure. As a part of this review, the
Group considers the cost of capital and the risks
associated with the issued share capital. The
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue
new shares or repurchase the Company’s shares.
In the opinion of the directors of the Company, the
Group’s capital risk is low. As a result, capital risk
is not significant for the Group and measurement of
capital management is not a tool currently used in
the internal management reporting procedures of
the Group.

Fair value estimation
3.83.1 Fair value hierarchy

This section explains the judgements and
estimates made in determining the fair
values of the financial instruments that are
recognised and measured at fair value in
the financial statements. To provide an
indication about the reliability of the inputs
used in determining fair value, the Group has
classified its financial instruments into the
three levels prescribed under the accounting
standards.

3

BEREREE (E)
3.2 EXERE

3.3

AREEREANEERBERRER
SERFBRENESN  WEEERK
SRR 0 3R K S E A M 25 AR RE DT fR ¢
& YRFBREEAEBUARIIR
THEREE -

AEEERESENEBUAGZER
(BREEA - B RELR (R
BEEH)) - (FREBBEN R K
SEeEREARARAREDBEITHRA
MHENER - AEBEKEFBZME
BROBEEHE ARRBEER
BITHRDABRIADBRN - AA
AEERR  AEEMNEARRR
K - Bt AEENEARRY T E
R BRERNFETRAEERNR
EEREREFTEAERANTA -

3.3.1 RAEEER

RERE T EEEMBIHRERTD
BORBEERNFTENT R
TAM DA EEREL A2 B
MEEH - BT HRABEAA(E
BRI REABIRM A EE
AEECKESRTAD RS
SRR EN =B -




Annual Report 2021/22
2021722 E# s

Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT (continued)

BOFTHwRMEE

3 URERER (&)

Fair value estimation (continued) 3.3 AQREEME (&)
3.3.1 Fair value hierarchy (continued) 3.3.1 AAEEER(E)

The table below analyses the Group's TRIBEEFEALEENG

financial instruments carried at fair value BRI AT B B A 8 A BUE

as of each balance sheet date by level of HER HMAKBHESE
the inputs to valuation techniques used EBEXRAHZAREEYR
to measure fair value. Such inputs are WERTE - 258 AZUKRR
categorized into three levels within a fair BARBEERGERARNT=

value hierarchy as follows: fEE A&

(i) Quoted prices (unadjusted) in active (i) HREBEEXAERLE
markets for identical assets or B isHmE CREH
liabilities (level 1); B)(B—ER):

(ii) Inputs other than quoted process (ii) BRE—ERARENR
included within level 1 that are BN BEXAGBE
observable for the asset or liability, % (BER) skME#E
either directly (that is, as prices) or (BRBE®R) ATH
indirectly (that is, derived from prices) R AHE(F2E
(level 2); and ®) R

(iiiy  Inputs for the asset or liability that are (i) EBEXBEILIFKE
not based on observable market data CIR:R=qyiRp & 0
(that is, unobservable inputs) (level 3). ABUE (BR A B R

AR (BE=B&) -
The following table presents the Group's TEREHR2022F3 831H
financial assets and liabilities that are REBRAABEAEZEN SR
measured at fair value as at 31 March 2022: BERAR:
Level 1 Level 2 Level 3 Total
E-Ef E_BR £=ER o
RMB’ 000 RMB’ 000 RMB’ 000 RMB’000
ARBTR  AR®TR  AR%TR  AR%T:n
Assets EE
Financial assets at fair value through &A% BfET A B
profit or loss RAE
- Unlisted debt instruments -k EmEBIA - - 34,675 34,675
- Wealth management products —EBHER - - 197,055 197,055
- - 231,730 231,730
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3 FINANCIAL RISK MANAGEMENT (continued)

3.3

Fair value estimation (continued)

3.3.1 Fair value hierarchy (continued)

The following table presents the Group's
financial assets and liabilities that are
measured at fair value as at 31 March 2021:

3

BEREREE (E)
3.3 2QABEEME (&)
3.3.1 AAEEER(E)

TRE5MN202143HA31H
AEBEZR AR EBEFENSH
BERBE:

Level 1 Level 2 Level 3 Total
R EEHR EZER EH
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT AREFT AREFT
Assets BE
Financial assets at fair value through &A% BfET A B
profit or loss RAE
~ Unlisted debt instruments - FLEmEBKTIA = = 30,000 30,000
— Bank structured deposits - RITEBHER - = 51,004 51,004
- - 81,004 81,004
Liabilities =L
Preferred Shares Bk - - 3,178,465 3,178,465
Bond &% = - 167,345 167,345
Warrants EE - = 71,126 71,126
- - 3,416,936 3,416,936

The Group’s policy is to recognise transfers
into and out of fair value hierarchy levels
as at the end of the reporting period. There
were no transfers between Level 1, 2, and 3
for recurring fair value measurements during
the years ended 31 March 2022 and 2021.

The changes in level 3 instruments of
Preferred Shares, bond, warrants and
derivative liabilities for the years ended
31 March 2022 and 2021 are presented in
Note 29, Note 29.1 and Note 29.2 and 29.3,
respectively.

AN B K BUR R S AR
RARBEERNE AFE
o B E2022F 202143
A31BIEEE  KEHEHA
hEENEEE— FME
B ERFEER -

B E£2022%F K 202143 A31
HIEFE - BEK - &5 #
BNMTEBEE=ZERITA
KB 1F 5 5 B 2 5 R 3
29« Bit5E29.1 - KizE29.2 %
Bf3£29.3
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3 FINANCIAL RISK MANAGEMENT (continued) 3

3.3  Fair value estimation (continued)

3.3.1 Fair value hierarchy (continued)

The following table presents the changes in
level 3 items of financial assets at fair value
through profit or loss for the years ended 31

March 2022 and 2021.

BEREREE (E)
3.3 2QABEEME (&)
3.3.1 AAEEER(E)

Financial assets

TREVEHZE 20229 %2021
FIAIHILEFEZAREE
AABENEREENE=E

RIABEH -

Financial assets

at fair value at fair value  Financial assets

through profit through profit at fair value

or loss - bank or loss - Wealth through profit

structured management or loss - debt

deposits products instruments

BAREEGA  BRAABEFA  ROABERA

BENSRMEE - BENSEEE- BRNSEEE-

RITHEBMER BHER EKIA

RMB’000 RMB’000 RMB’000

ARBTT ARETFR ARETFR

At 1 April 2021 202154818 51,004 - 30,000

Additions NE 100,150 197,048 -

Redemptions e (151,516) = =

Gains recognised in other gains, net EE MR RN 362 7 4,675

et

At 31 March 2022 #202253 8318 - 197,055 34,675

Includes unrealised gains recognised in BIERE RS ERE - 7 4675
profit or loss attributable to balances HEEREANAEH

held at the end of the reporting period Wiz
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3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.3  Fair value estimation (continued) 3.3 2DAREEMEE (&)
3.3.1 Fair value hierarchy (continued) 331 RAEEERE)

Financial assets
at fair value Financial assets
through profit at fair value
or loss - bank  through profit
structured  or loss - debt
deposits instruments
BAREE BAREE
FABREMN STABEMN

THEE - SMEE -
RITEBILETHK BEHIR
RMB’ 000 RMB’ 000

ARBT R ARBFL

At 1 April 2020 R2020F4H1H 77,104 -
Additions AE 1,104,830 30,000
Redemptions el (1,137,068) -
Gains recognised in other gains, net TEE fir o R TR ) F U 6,138 =
At 31 March 2021 R2021E3A31H 51,004 30,000
Includes unrealised gains recognised in profitor — BIEREHRFHEREHIERS 27 -

loss attributable to balances held at the end of TR A B Wizs
the reporting period
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FINANCIAL RISK MANAGEMENT (continued)

3.3

Fair value estimation (continued)

3.3.2 Valuation techniques and processes

The Group has a team that manages the
valuation of level 3 instruments for financial
reporting purpose. The team manages the
valuation of the investments on a case by
case basis. At least once every year, the
team would use valuation techniques to
determine the fair value of the Group's level
3 instruments. External valuation experts will
be involved when necessary.

The valuation of level 3 instruments mainly
includes bank structured deposits and
wealth management products measured at
FVPL (Note 23), unlisted debt instruments
at fair value through profit or loss (Note 23),
Preferred Shares (Note 29), bond (Note
29.1), warrants (Note 29.2) and derivative
liabilities (Note 29.3). As these instruments
are not traded in an active market, their
fair values have been determined by using
various applicable valuation techniques,
including discounted cash flows and market
approach etc. Major assumptions used in
the valuation and the sensitivity analysis
for Preferred Shares, bond, warrants and
derivative liabilities are presented in Note
29, Note 29.1, Note 29.2 and Note 29.3,
respectively.

3

BOFTHwRMEE

B EEEE (E)
3.3 2AREEMGE (8

3.32 (AEKINEEF

AEBRBEKEEE=ER
TERHE  AEFBEHREZ
A o ZEBREEBIE R EE
BENLE - ZEKELEF
—XERGERTEEAEE
FoERTEMNAREE - &
T 2HIBEEERSH
&1E -

FE-EBATAMNGEEEIEZERE
RARBEFABZNIRT
ERETRREVES (HF
23) - AR BEFABZN
SEEMERKT A (Hi£23)
B (fi3E29) « &5 (Mt
29.1) « #EFH (MfIzE29.2) k1T
HBE (HiE29.3) c ARE
L THERRERMHEEE  H
AREEFRAZEERANMGE
RitETE - BREFTERASRE
RigES - BEK - EF -
EFERITE B EOGE RS
MDA ETE AR R ERE D B
S5 A FE29 - HfFE29.1 -
Mf5E29.2 & fI5E29.3 °
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MR EE (&)
3.3  Fair value estimation (continued) 3.3 AQREEME (&)
3.3.3 Valuation inputs and relationships to fair 3.3.3 HEBAEIEREL 7 EER
value BE
The following table summarises the TREAEEARE=ZERRL
quantitative information about the significant ABEGFENER AR
unobservable inputs used in level 3 fair value AZBBEHTEEER o
measurements.
Significant Relationship
Unobservable of significant
inputs Range of inputs unobservable
EX as at 31 March inputs to fair value
Fair value as at 31 March FABE R3A31A BEARABRERAEE
R3AIANAAREE BARE HaABEEE AAREBENER
2022 2021 2022 2021
2022 2021F 2022F 20214

RMB’000  RMB’000
ARBTT ARETR

Bank structured deposits - 51,004 Expected - 2.75%-  The higher the expected
measured at FVPL rate of return, 4.24% rate of return,
BOABEARSN exchange rate the higher the fair value
RATEBIER EHERE - EHEREES
E RABEES

Wealth management products 197,055 - Expected 1.2% - The higher the expected
measured at FVPL rate of return rate of return,
BARBEFABRN EHEEE the higher the fair value
BEEM LRSS
RRBEES

Unlisted debt instrument at 34,675 30,000 Rate of 52% 51% The lower the volatility,
FVPL volatility the higher the fair value
RO BEGARRN EIES REEWE  AREEYR

FEMEHTE
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The Group’s bank structured deposits were
mainly investment products purchased from
reputable financial institutions in the PRC with
floating rates. The returns on all of these bank
structured deposits were not guaranteed,
hence their contractual cash flows did not
qualify for solely payments of principal and
interest. Therefore, they were measured
at fair value through profit or loss. None of
these investments were past due. Changes in
fair values of bank structured deposits were
analysed at the end of each reporting period
by the Group’s management. The fair values
were determined based on the expected
cash flows discounted using an expected
rate of return (based on management’s
judgement). The relevant fair value gains/
(losses) were minimal because of short term
maturity.

The Group's wealth management products
measured at FVPL were investment products
subscribed to Growth Vanguard Fund SPC at
a fixed annualized return rate of 1.2%. The
wealth management products are subject to
a lock-up period of one month and can be
redeemed by the Company at any time upon
expiration of the lock-up period (Note 23).

From the perspective of cash management
and risk control, the Group diversified its
investment portfolio and mainly preferred
those products with high-liquidity.

If the expected rate of return had decreased/
increased by 100 basis points with all other
variables held constant, the fair value of bank
structured deposits measured at FVPL would
have decreased/increased by approximately
RMB5,000 and RMB510,000 as at 31 March
2022 and 2021, respectively.

3 FINANCIAL RISK MANAGEMENT (continued) 3 BERRER (&)
3.3  Fair value estimation (continued) 3.3 AQREEME (&)
333 Valuation inputs and relationships to fair 3.3.3 BEEAZIRK AL 7 (BEER
value (continued) BIE (&)
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3

FINANCIAL RISK MANAGEMENT (continued)
3.3  Fair value estimation (continued)

3.3.3 Valuation inputs and relationships to fair
value (continued)

If the expected volatility had decreased by
5% with all other variables held constant,
the fair value of unlisted debt instrument at
FVPL would have increased by approximately
RMB354,000 and RMB690,000 as at 31
March 2022 and 2021, respectively. If the
expected volatility had increased by 5% with
all other variables held constant, the fair
value of unlisted debt instrument at FVPL
would have decreased by approximately
RMB412,000 and RMB690,000 as at 31
March 2022 and 2021, respectively.

3.3.4 Fair value of financial assets and liabilities

carried at other than fair value

The carrying amounts of the Group’s financial
instruments carried at amortised cost
approximate their fair values since either the
instruments are with short maturities or the
rate of interest receivable/payable is close to
the current market rate.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

The preparation of financial statements requires the use
of accounting estimates which, by definition, will seldom
equal the actual results. Management also needs to
exercise judgement in applying the Group’s accounting
policies.

Estimates and judgements are continually evaluated. They
are based on historical experience and other factors,
including expectations of future events that may have a
financial impact on the entity and that are believed to be
reasonable under the circumstances.

3

B EEEE (E)
3.3 QAREEMGE ()

3.3.3 1HEEAZERADN T EER
F1E (8)

20 578 HA R B SRk 4> 5% i AT
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20224 202143 4311 -
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M#AREE354,000t X AR
#690,0007T ° IR TEHK &)
KIBIN5% i Fr A H A # 2R
BAE - AR 20224 2021
F3A31H  RAREBETA
BamELmEBEBITANR
REEED BRI HOARE
412,000t & A R¥690,000
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(a)

Contractual Arrangements

The Group conducts a portion of the business
through the Shenzhen Ruijian Consulting
Management Co., Ltd. (“the VIE Entity”) in the
PRC due to regulatory restrictions on the foreign
ownership in the Group’s medical institutions in the
PRC. The Directors assessed whether or not the
Group has control over the VIE Entity, has rights to
variable returns from its involvement with the VIE
Entity and has the ability to affect those returns
through its power over the operating entities. After
assessment, the Directors concluded that the
Group has control over the VIE Entity as a result of
the Contractual Arrangement and accordingly the
financial position and their operating results of the
VIE Entity are included in the Group’s consolidated
financial statements throughout the year or since
the respective dates of incorporation/establishment,
whichever is the shorter period.

Nevertheless, the Contractual Arrangement may
not be as effective as direct legal ownership in
providing the Group with direct control over the VIE
Entity and uncertainties presented by the PRC legal
system could impede the Group’s beneficiary rights
of the results, assets and liabilities of the VIE Entity.
The Directors, based on the advice of the PRC
Legal Advisers, consider that save as otherwise
disclosed, each agreement under the Contractual
Arrangements is legal, valid and binding upon the
parties thereto under the current PRC laws and
regulations.

EX

(a)

BOFTHwRMEE

ait et R Al (&)

BRRH

HRAEEREEERENIINEES
X HEERS - AEBEBBERIT
AR EEARAR ([R5 EE
BDETFBEHABHLY XL - EFT
HAEBRGEH AN R EE AL
- T'ﬁﬁ%?ﬁﬁ/,\ FRmEEE
EHESAZESR  URBEEES
i@‘i@ﬁ”ﬂ“‘%ﬁ‘%mm%j} 2 2 AAE
oo EITEAE  BEEHE - BRE
Bz AEBYHASMNEEREE
B AR aEERNEEEE
S ESEMEMAT BB ERE
(AEE B A2 BB Itk e 48 &
EEWARE BN S S -

& km

4K

AM - ARBBEERTHEREA
SN EENERIEHRBMERA
EMEERAR - BRBUERHER
THEE LR R B AN SR B 1T i S ]
NEERNEE BERBENORS
o ERTFRAZERNER  BF
R BRBREEN > REFER

TTRRER - ARZHPR TR &R
AOBAE AMAHRIINTRE

KRS -

287




288

Arrail Group Limited
HAREERAE

Notes to the Consolidated Financial Statements

SO P B RRME

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(c)

Estimation of revenue recognition

The Group applied judgements that significantly
affect the determination of the amount and timing
of revenue from contracts with customers. Revenue
from the rendering of orthodontics and implantology
services is to be recognised over time because the
Group’s performance does not create an asset with
an alternative use and the Group has an enforceable
right to payment for performance completed to
date. The Group determined that the input method
is the best method for measuring the progress of
orthodontics and implantology services because
there is a direct relationship between the Group's
effort (i.e., staff costs and/or costs of inventories,
consumables and customised products incurred,
when appropriate) and the transfer of services to
the customer. The Group recognises revenue on the
basis of the staff costs and/or cost of inventories,
consumables and customised products, when
appropriate, expended relative to the total expected
costs to complete the service. Judgements are
required in the determination of the estimate of the
total expected costs to complete the service.

Estimation of fair value of financial assets and
financial liabilities

The fair value of financial instruments that are
not traded in an active market is determined by
using valuation techniques. The Group uses its
judgement to select a variety of methods and make
assumptions including credit risk, volatility and
liquidity risks associated with the instruments at the
end of each reporting period, which are subject
to uncertainty and might materially differ from the
actual results. Changes in these assumptions and
estimates could materially affect the respective fair
value of these financial assets and liabilities (Note
3.3))
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(d)

(e)

Estimation of the useful life and depreciation
of property, plant and equipment

The Group’s management determines the estimated
useful lives and related depreciation for the Group’s
property, plant and equipment based on the asset’s
expected utility to the Group, the asset management
policy of the Group may involve the disposal of
assets after a specified time or after consumption
of a specified proportion of the future economic
benefits embodied in the asset. Therefore, the useful
life of an asset may be shorter than its economic
life. The estimation of the useful life of the asset is a
matter of judgement based on the experience of the
Group with similar assets.

Estimation of the useful life and amortisation
of intangible assets

The Group’s management determines the estimated
useful lives and related amortisation for the
Group’s intangible assets with reference to the
estimated periods that the Group intends to derive
future economic benefits from the use of these
assets. Management will revise the amortisation
charges where useful lives are different from that
of previously estimated, or it will write off or write
down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic
lives may differ from estimated useful lives. Periodic
review could result in a change in useful lives and
therefore amortisation expense in future periods.

EX
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

()

(9)

(h)

Estimation of goodwill impairment

The Group tests whether goodwill has suffered
any impairment on an annual basis, or whenever
events or changes in circumstances indicate that
it might be impaired. As at 31 March 2022 and
2021, the recoverable amount of cash-generating
units (CGUs) was determined based on fair value
less cost of disposal calculations which require the
use of assumptions. The calculations use cash flow
projections based on financial budgets approved by
management covering a five year period.

Details of impairment charge, key assumptions and
impact of possible changes in key assumptions are
disclosed in Note 17.

Credit loss allowance for trade receivables,
other receivables and other financial assets

Under IFRS 9, the expected credit loss of trade
receivables, other receivables and other assets are
based on assumptions about risk of default and
expected loss rates. The Group uses judgement in
making these assumptions and selecting the inputs
to calculate the loss allowances, based on the
Group’s past history, existing market conditions as
well as forward looking estimates at the end of each
reporting period. Details of the key assumptions and
inputs used are disclosed in Note 3.1.2.

Recoverability of non-financial assets

Other non-financial assets including property and
equipment, right-of-use assets and intangible
assets (including brand and licenses) are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying value
may not be recoverable. The recoverable amount
of CGU is determined based on value-in-use
calculations which require the use of assumptions.
The calculations use cash flow projections based on
financial budgets approved by management with an
estimation of terminal value.
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(i)

()]

Current and deferred income tax

There are many transactions and calculations for
which the ultimate tax determination is uncertain
during the ordinary course of business. Where
the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the current and deferred tax
assets and liabilities in the period in which such
determination is made.

Deferred tax assets in relation to (i) temporary
differences (including but not limited to credit loss
allowance of financial asset); and (ii) unused tax
losses had been recognised in the consolidated
balance sheet. The realisability of the deferred tax
asset mainly depends on whether sufficient future
taxable profit or taxable temporary differences
will be available in the future. The outcome of
their actual utilisation may be different from
management’s estimation.

Recognition of share-based compensation
expenses

The Group established RSU Plan, which grants
RSUs to employees, directors and other qualified
persons. The fair value of the RSUs on the grant
date is determined according to binomial option
pricing model on the grant date and is expected
to be included in the loss during their respective
vesting periods. Significant estimates and
assumptions (including discount rate, risk-free
interest rate and expected price volatility) was made
by the management and an independent valuer.
Details of the key assumptions and inputs used are
disclosed in Note 8(b).
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SEGMENT INFORMATION

The Group’s business activities, being mainly the provision
of dental services (including general dentistry, orthodontics
and implantology) through the operations of dental
clinics and hospitals in the PRC, are regularly evaluated
by the board of directors of the Group. Management
has determined the operating segments based on the
reports reviewed by the board of directors for the purpose
of making decisions about resource allocation and
performance assessment.

The Group’s business activities were previously operated
and managed as a single segment, prior to 30 September
2021. The Group has adopted the new business group
structure due to a change in the internal reporting structure
effective since 30 September 2021. Segments by business
group comprise Arrail Dental and Rytime Dental. The
comparative segment information has been reclassified to
conform to the reporting format under the current internal
reporting structure.

The board of directors assesses the performance of the
operating segments based on a measure of operating
profit. The measurement basis excludes the effects
of allocation of certain income, expenses, gains and
losses from headquarter, reversal of impairment losses/
(impairment losses) on financial assets, share of net
(loss)/profit of investments accounted for using the equity
method, fair value changes of financial instruments,
and finance income and costs. There were no separate
segment assets and segment liabilities information
provided to the board of directors of the Group, as they
does not use this information to allocate resources to or
evaluate the performance of the operating segments.
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SEGMENT INFORMATION (continued)

5

2 EEFR (F])

Years ended 31 March

HEIANALEE
2022 2021
2022F 20214
Revenue Operating profit Revenue  Operating profit
ON F TN WA TERE
RMB’ 000 RMB’ 000 RMB'000 RMB'000
ARBTT ARBTR ARETT ARETT
Arrail Dental InfER 831,550 101,723 767,219 94,961
Rytime Dental prponfa 792,003 64,994 747,908 99,075
Total @it 1,623,553 166,717 1,515,127 194,036
Unallocated: AOE
Headquarter and corporate expenses BEREERT (199,874) (64,093)
Reversal of impairment losses/(impairment SHAERERERD / 4,585 (5,476)
losses) on financial assets (REER)
Finance income BRI A 8,276 7,581
Finance costs BITRR (55,641) (51,914)
Share of net (loss)/profit of investments HEERERENRN (411) 2,602
accounted for using the equity method REME (B8) /7
Re-designation to Series E Preferred Shares BB &{TEBRRE LMK - (196,712)
from issued ordinary and Preferred Shares ~ E#EFE AEGRELR
Fair value changes of Preferred Shares BERN AR EEZ (541,089) (424,289)
Fair value change of bond EFNAREBEED (61,647) (16,677)
Fair value change of warrants BEENRAEBEREY (13,686) (26,802)
Fair value changes of derivative liabilities TERERNAALEEES (6,005) =
Fair value difference between termination RIEEZERANTERE (11,136) =
of the warrants and recognition of ZENDREEES
derivative liabilities
Loss before income tax BRATEBATEE (709,911) (581,744)

293

ARTRHEHSER  TAREUEBE
GRS - BBAHHRAFR P E
SRS -

The Company is domiciled in the Cayman Islands while the
Group mainly operates its business in the PRC and earns
substantially all of the revenues from external customers in
the PRC.

As at 31 March 2022 and 2021, substantially all of the
non-current assets of the Group were located in the PRC.

MR2022F 2021638310 » KREEBKA
o IEREEEMMAFE -

HE2022F N2021F3831HIEFEE » &
SERE-FFMHEERAREE LR K
ABI10%E A L ©

No revenue from the Group's sales to a single customer
amounted to 10% or more of the Group’s revenue for the
years ended 31 March 2022 and 2021.
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5 SEGMENT INFORMATION (continued) 5 TEER (&)
Other segment information Hith 5 H &R
Years ended 31 March
HZE3RALEE
2022 2021
2022 20216
Arrail Dental  Rytime Dental Arrail Dental ~ Rytime Dental
HEEN brEu) e ER rpa)i
RMB’000 RMB’ 000 RMB'000 RMB'000

ARBTR ARBTR ARBTT ARETT

Depreciation and amortisation WEREH 130,468 115,835 116,908 112,083
Addition to property, plant and equipment NENE - BER&E 65,258 50,537 21,606 10,803
Addition to right-of use assets REFRELE 120,435 151,469 74,967 71,230
6 REVENUE 6 A
(a) Revenue from contracts with customers (a) FFERWA
The breakdown of revenues by service categories HZE2022F K2021F3A31HILF
during the years ended 31 March 2022 and 2021 is ERRBEERNE S AW ABRBET
as follows:

Year ended 31 March
BZ3A31BHLEE

2022 2021
20224 20214
RMB’ 000 RMB’000

ARBTT ARBET T

General Dentistry — recognised LRI — RE—RREEER 872,586 828,452
at a point in time

Orthodontics — recognised over time FRR — R —BREEE R 366,264 342,273

Implantology — recognised over time EER — R — R AR 353,079 299,568

Others — recognised at a point in time b — RE R #ER 31,624 44,834

1,623,553 1,516,127
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6 REVENUE (continued) 6 WA (&)

(a) Revenue from contracts with customers (a) EFERAWBA (&)
(continued)

The breakdown of revenues by geographic locations HZE2022F K2021F3 A31HIEF
and by brands during the years ended 31 March EiEH B B RiRm b2 E 5 AR
2022 and 2021 is as follows: 4T

Year ended 31 March
BZEZ3HA3MBLEE

2022 2021
2022 F 20214
RMB’ 000 RMB’000

AR®BFTR ARBTT

Northern China B34 693,781 637,590
Eastern China ER 391,694 384,664
Southern China =R 154,488 146,990
Western China i)y 383,590 345,883

1,623,553 1,515,127

Year ended 31 March
HZE3A3IHLEE

2022 2021
2022 F 20214
RMB’ 000 RMB’000

ARETT ARETT

Arrail Dental Im@E e 831,550 767,219
Rytime Dental pEqm 792,003 747,908

1,623,553 1,516,127
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6 REVENUE (continued) 6 WA (&)
(b) Liabilities related to contracts with customers (b) HEFERABEMNARE
(i) Revenue recognised in relation to contract (i) BLE R B BEERATHN
liabilities
The following table shows the amounts of TREATNE P REE#RE
revenue recognised in each of the financial WA2RE (EREHBFEER
years that were included in the contract St AEGRAE) -

liabilities at the beginning of each of the
financial years:

Year ended 31 March
BZ3HA3IBLEE

2022 2021
2022 F 20214
RMB’ 000 RMB’000

AR¥FTR ARBTR

Revenue recognised that was included EREFEMAERE B
in contract liabilities at the beginning B MERUA :
of each of the years:

— Rendering dental services — RO EERERS 209,521 236,263
(i) Unsatisfied performance obligations (i) KRETTHIEXIEIF
The amounts of transaction prices allocated R20224%F K 202143 A 31
to the remaining performance obligations H: 2EEHRTEHEMLCK
(unsatisfied or partially unsatisfied) as at 31 [BITEE D RETT) IR HE
March 2022 and 2021 are as follows: ST :

As at 31 March

R3A31H
2022 2021
2022F 20214
RMB’ 000 RMB’000

ARBTR AR®BTT

Amounts expected to be TEE S ER AR ANEEE

recognised as revenue:
Within one year —FR 184,287 209,521
After one year —F1& 21,597 11,878

205,884 221,399
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6 REVENUE (continued)

(b) Liabilities related to contracts with customers
(continued)

(1)

Unsatisfied performance obligations
(continued)

The amounts of transaction prices allocated
to the remaining performance obligations
which are expected to be recognised
as revenue after one year related to
orthodontics services, of which the
performance obligations are to be satisfied
within two years. All the other amounts of
transaction prices allocated to the remaining
performance obligations are expected to be
recognised as revenue within one year.

All other contracts are for periods of one year
or less or are billed based on time incurred.
As permitted under IFRS 15, the transaction
price allocated to these unsatisfied contracts
is not disclosed.

7 EXPENSES BY NATURE

BOFTHwRMEE

WA (&)
(b) HREFESEHBHNERE (H)

(i) KETTEIEAIEE (&)

DEEHRTEOREINXHE
SR (AHRN —FRERRK
A) EIEEIRIEAAR - KPR E
HMEEREMFARET - DB
ERTREOBEENRBEEMR
ZEERN —F AR
WA e

PrE R A RMNEIRE S —F
TR —F - JIREEERMHE
FARRE - BIFRMAEHRELER
FIHEAFTIRED LEZ
ERETARNRSE -

BUHEE DX

Year ended 31 March
BZ3A31BHLEE
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2022 2021

20224 20214

RMB’ 000 RMB’000

AR%T ARBTT

Employee benefits expenses EERFMZ 915,664 716,704

Depreciation and amortisation e R#H 246,303 228,991

Dental materials used Fr AR AR 253,254 233,421

Advertising and marketing expenses BEREHAL 33,588 38,165

Office and property management expenses MARYEEERRT 51,276 49,625

Consulting fees BB 65,182 56,595
Auditor’s remuneration T AM T B

— Audit services — B=at IR 3,500 2,700

— Non-audit services — EBF RS 330 -

Listing expenses aiiliab3 42,501 3,171

Other expenses HEam 64,034 58,098

1,675,632 1,387,470
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8

EMPLOYEE BENEFITS EXPENSES

BEREFFX

Year ended 31 March
BZ3A31BLEE

2022 2021

20224 20214

RMB’ 000 RMB’000

AR%T ARBTT

Wages, salaries, bonuses and other allowances TE e EAKEMER, 702,324 649,011

Social security costs and housing fund HEREXAREEAES 118,319 67,693
contributions (note a) R (M ita)

Share-based compensation expenses (note b) DRz (47Eb) 95,021 =

915,664 716,704

(a)

(b)

Social security costs and housing fund
contributions

The employees of the Group in the PRC are
members of a state-managed pension obligations
operated by the PRC Government, including social
security costs and housing benefits. The Group is
required to contribute a specified percentage of
payroll costs as determined by respective local
government authority to the pension obligations to
fund the benefits. The only obligation of the Group
with respect to the retirement benefits scheme is to
make the specified contributions under the scheme.

Share-based compensation expenses — RSUs

In August 2021, the board of the directors of the
Company approved the establishment of a RSU
Plan for the purpose of attracting, retaining and
motivating the directors, employees and such other
participants of the Company.

The RSU Plan is effective from the date of
establishment and will govern RSUs made by the
Company. The total number of RSUs which may
be granted and issued under the RSU Plan will not
exceed 4,798,904 (subdivided into 119,972,600
upon share subdivision).

(a)

(b)

HERERAREEAREHK

AEBR A BEH RS & BB TE
EEREEEREEEER (B
ERERRREFEMN) KE < K
SEAREMTBRHAEENTE
AR EBR N LLARASEEERRB
- UREBENES - REBELR
PRI FH Bl RO — B E A RIBET IE

HIEE R -

ROMEFEE - SREROEMN

R2021F8 A + AR RIEE L
SRR M BT - LAK3| -
BLRHBANGES - BEEREHE
2B o

ZREIR M E T8 A BT B L
B E AR BE B IR B AR D
B o BB ZPR HIAR 10 BB AL ET 81 7] %
B R BT X PR Il R 10 B8 A 48 B
BB 4,798,904 % (IR IK A 17 #7 48
#r4/4119,972,6000%) °
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8 EMPLOYEE BENEFITS EXPENSES (continued)

(b)

Share-based compensation expenses — RSUs
(continued)

On 1 October 2021, 3,668,941 RSUs of the
Company were granted to certain directors and
eligible employees. Effective from 21 March 2022,
these RSUs were subdivided into 91,723,525
RSUs. RSUs will be vested and become realisable
only at the end of the first 6 months, the first
year, the first 18 months and the second year
from the commencement date of dealings in the
Company’s shares on the Stock Exchange of Hong
Kong Limited (“Vesting Period”) at the respective
proportion of 25%, 25%, 25% and 25%, provided
that the participants pass the annual performance
review administrated by the board of the directors
of the Company. Vesting Period may be different
due to specific cases or exception. RSUs can
be purchased for 1 ordinary share at any time,
provided that RSUs are vested.

Movements in the number of RSUs granted and their
related weighted average fair value per restrictive
share unit (“RSU”) are as follows:

BOFTHwRMEE

8 (EERANFEX(E

(b)

BRHOMESEX — FRERMDEN
(&)

R2021F10A818 » "AAAAHET
BEENAEREER T3,668,9411E
SR FIR D ER - H2022F3 A21
Hi r ZEXRHIRMDEMEIFAS
91,723,525 A% PR FIAR (0 EEfL o R
IR BEAE T EHRE B ETRAQF
BROEBREHEXHMBER AR A
EEAHENEAEA F—F -8
18EARE-_F([FEBH]) ERE
DRIIE25% ~ 25% - 25% [ 25% HILL
BIEEIE - HEREEEBBAARAE
EERITHNFTREEEEN - BB
sE A @RI BIIME R T B BT TR o 14
SRR HINRD BN EERE - BIRTRERS LA
1 3% 3 AR I B PR HIRR (D BT ©

RENZRHRNECRE REGR
BR il BSt f B2 (T 52 BRIl AL B2 1)
HENNEFEAREBEEBMOT

Weighted
average fair
Number value per
of RSUs RSU (USD)
BEREIRMH
By hnEEF 15
5 PR il A% 17 RAREE
BNEAE (%7T)
Outstanding as at 1 April 2021 20214 A1 8 ®ARITE -
Granted during the year REREE 3,668,941  14.74 (Note)
(B &E)
Share subdivision & 15 #r 48 88,054,584
Outstanding as at 31 March 2022 7202243 A31 B HARITHE 91,723,525

Note: Weighted average fair value per RSU, after

adjustment for share subdivision, is USD0.59.

st SXREIKROELMEFHA
AEELKRODIFAAERS

0.59% 7T °
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8 EMPLOYEE BENEFITS EXPENSES (continued)
(b)

Share-based compensation expenses — RSUs
(continued)

The weighted average fair value of the RSUs at
grant date was estimated by the fair value of the
underlying ordinary shares less its purchase price.
The average purchase price is USD0.8 (adjusted
for share subdivision). The Group has used the
discounted cash flow method to determine the
underlying equity fair value of the Company and
adopted the equity allocation model to determine
the fair value of the underlying ordinary shares.
Key assumptions, such as projections of future
performance, are determined by the Group with best
estimate.

Based on fair value of the underlying ordinary
shares, the Group has used binomial option pricing
model to determine the fair value of the RSUs as at
the grant date. Key assumptions are set as below:

8 (EERANFEX(E

(b) ROMESHAX -ZREROGEM
(&)
SRR BB BAI R R B HIR g
BRABEDIREAEEBRORA
BEREBEEEMLAFL - OB
BEER0.8X T (FARMIFARELH
B) AEBEEREBBRERELE
EARRIRBEREAAEE - KAk
mnEEAEEHBEARNAAE
B REARBABAZEIZRRARE
REBKEMFTERE -

EREEEERN AR EE  ~&E
A EA M EEELETE RS
BROBLREEBMORAEBE - =
ZRFEIOT

On grant date

RFH B
Fair value per ordinary share BREBRALER USD1.11
(adjusted for share subdivision) (BLAR AR IE L AE) 1.113E7T

Grant date

Expected price volatility
Risk-free interest rate
Dividend yield

Discount rate

% B H 1 October 2021

2021410818
TERRE IR IR 48.6%
gl rgnipes 1.5%
fig B 4 2= 0%
PR = 15.5%

The share-based compensation expenses relating
to the RSUs were recognised as administrative
expenses during the year ended 31 March 2022
amounting to RMB95,021,000.

HZE202243 831 B ILFEHER AT
P S 9 S2BR Il A% 1D BB A2 B B Y % 1D
B 57 s A AR ¥595,021,0007T °
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BOFTHwRMEE

8 EMPLOYEE BENEFITS EXPENSES (continued) 8 EERFAFX (&)

(c) Five highest paid individuals (c) IEEBSFMAL
The five individuals whose emoluments were the HE2022F K2021FE3A318ILF
highest in the Group for the years ended 31 March B AEERESESFTMATEE=
2022 and 2021 include 3 and 1 directors whose BR—REE - HFME RRAEM
emoluments are reflected in the analysis shown in 36FTTREI DT - FAREMNER TRE &
Note 36. The emoluments payable to the remaining MEATHIMESAT -

2 and 4 individuals during the years are as follows:

Year ended 31 March
BZ3A3MHLEE

2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥FTR AR®BTT

Wages, salaries, bonuses and I% %He - T4k 2,030 9,753
other allowances E fh)ERG
Social security costs and housing fund HERERAREEAES 223 390
contributions R
Share-based compensation expenses 1150 B F 2 10,893 =
13,146 10,143
The emoluments fell within the following bands: MENFATEE :

Number of individuals
A¥
Year ended 31 March
BZE3IAIHLEE

2022 2021
20224 20214

Emolument bands (in HK dollar) i< & (LA ITET)
HK$2,500,001 — HK$3,000,000 2,500,001 752 3,000,000 7T - 2
HK$3,000,001 — HK$3,500,000 3,000,001 752 3,500,000 7T - 1
HK$3,500,001 — HK$4,000,000 3,500,001 5% 4,000,00078 7T - 1
HK$5,500,001 — HK$6,000,000 5,500,001 526,000,000/ 7T 1 -

HK$9,500,001 — HK$10,000,000 9,500,001 7T % 10,000,000/ 7T 1 =
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9

10

OTHER GAINS, NET

9 HtE s

Year ended 31 March
BZ3A31BLEE

2022 2021
20224 20214
RMB’ 000 RMB’000
AR%T ARBTT
Net losses on disposal of property, HEME - WEREENFEE (58) (5,002)
plant and equipment
Net fair value gains on financial assets at BRAREBEFTABRNEREE 5,044 6,138
fair value through profit or loss BFA 2 EE W
Net foreign exchange losses RIE H B8 (188) (63)
Reversal of accrual for water discharge BEOKEFA] 35 S A FERT B A 0 4,000 =
license penalties
Government grants BT ED 4,269 343
Others EAh 5,855 870
18,922 2,286
FINANCE COSTS — NET 10 FEBEA
Year ended 31 March
BZE3A31BLEE
2022 2021
20224 20214
RMB’ 000 RMB’000
AR¥T T ARBEFIT
Finance income WA
Interest income from bank deposits RITIFRFEMA 4,122 4,351
Interest income from loans to related parties mEEEE 5 R BIREERN 4,154 3,230
and employees FL2WA
8,276 7,581
Finance costs B 7 B A
Interest expense on borrowings BRAERZ (9,628) (19,526)
Interest expense on lease liabilities HEBGEMNERAXZ (36,843) (32,388)
Transaction costs on issuance of Series E BEITEREBERNR HEHA (9,170) =
Preferred Shares
(55,641) (51,914)

(47,365) (44,333)
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INVESTMENTS ACCOUNTED FOR USING THE 11
EQUITY METHOD

The amounts recognised in the consolidated balance sheet
are as follows:

BOFTHwRMEE

£ REEEARNIRE

REHBEERBRERNSENT ¢

As at 31 March

M3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR® Tt AREET T
Associates, unlisted entities B AF - JEETERE 13,104 14,116
Joint ventures, unlisted entities SN A IELETER 1,051 =
14,155 14,116

During the years ended 31 March 2022 and 2021, the
unrecognised share of loss of associates and joint ventures
accounted for under the equity method amounted to
RMB25,117,000 and RMB23,065,000, respectively, of
which RMB16,450,000 and RMB16,544,000, respectively
were attributed from R R O g AR A A (ERER").

No impairment loss on the investments accounted for using
the equity method was recognised during the years ended
31 March 2022 and 2021.

HZE2022F %2021 43 A31HILEFE &

RERBEEZEARNDEBRERTRE
ENREES R AARKE25,117,0007T & A
R #23,065,0007T * HF AR 16,450,000
TR ARE16,544,0007T 5 Bl A& 5 (5 5 7
ROEERARAR ([EEER]) WERE -

HE2022F K2021F3831HILFE »
L AR EA RN R EERRERRE -
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11 INVESTMENTS ACCOUNTED FOR USING THE 11 fFAEHEZEARNRKRE (&)
EQUITY METHOD (continued)

Set out below are the associates and joint ventures of the TXHFIANEER 20224 202143 A 31
Group as at 31 March 2022 and 2021. The entities listed HMEE AR REE AT  ATAYIEER
below have share capital consisting solely of ordinary BAERASEEERFEN L BREL - 7T
shares, which are held directly by the Group. The country Rk FMERTAREFEEEME - M
of incorporation or registration is also their principal place 75 HE #E 2 A9 bE 0 BB BT 455 3R R 4 A9 B 1 48
of business, and the proportion of ownership interest is the [ °

same as the proportion of voting rights held.

Place of
business/
country of % of ownership interest Nature of Principal
Name of entities incorporation As at 31 March relationship  activities
E 31 EHEEEERE O
BEEE B AR M3A31H BEME TEER
2022 2021
20224 20214
% %
I FRERERFREMTER AR PRC 51 51 Joint venture  Provision of technical
(MEREZED services in respect
of dental materials
H B2AH AR RHR H AR
BEER PRC 45 45 Associate Provision of dental
services
H NG| et O e R
BMETEOREERARAR PRC 30 30 Associate Provision of dental
(TN ZERTE]) services
H NG| PRt O s R
MBI R R B B R AR A R PRC 31 31 Associate Provision of dental
services
H NG| RO ERYG
BRI EM ORI B AR AR PRC 20 20 Associate Provision of dental
services
H NG| RO R
BEREEREERNERAE) PRC 12 — Joint venture  Investment holding
(TEEWmE])
H S UNG| BEER
EERHEREERL(ERER) PRC 20 — Joint venture  Investment holding
(TEEmE)
H SR UNGT| BEER
EEWTBEREETNEREE) PRC 8 — Joint venture  Investment holding
(TEEWm#))
H BE N7 BEER
EEREEREERLNARAE) PRC 60 - Joint venture  Investment holding
(TEEHE])

FE BERA REEK
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BOFTHwRMEE

11 INVESTMENTS ACCOUNTED FOR USING THE 11 fFAEHEZEARNRKRE (&)
EQUITY METHOD (continued)

The associates and joint ventures of the Group above have AEEH Ll E N R RE ERRERER
been accounted by using the equity method based on the REAEE RN ST BUR R A E QA
financial information of the associates and joint ventures REERNEIMBER - FREREAR -
prepared under the accounting policies consistent with the

Group.

The joint arrangements in relation to bt FEESE  EEH LR ER  EERE  BEEHRE  BEF
% EEWS EEWNH and EERE require unanimous T REERENE AT ERERE—
consent from all shareholders for all relevant activities. WEAEFBHEREEE - SRFEHELFEDY
Each shareholder does not have direct rights to the assets é@ﬂ?ﬂi%ﬁﬁ%ﬂ%%‘l g ”ﬁﬁﬁﬁjﬂﬂ%ﬁ?ﬁ
and obligation for the liabilities of these entities. Therefore, B2% - Bt - GLERBHOERALENA

these entities are classified as joint ventures.

The interests in associates and joint ventures disclosed EXBEBENHE AR REERARFEHBR
above all belong to a number of individually immaterial AR EARNE TERESEREE QA
associates and joint ventures that are accounted for using k&&ERa - FIBERFEEREE AT RE
the equity method. The summarised financial information ERRMFEERBMIT

for all individually immaterial associates and joint venture
are set out below:

As at 31 March

M3H31H
2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥TR AR®BTRT

Aggregate carrying amount of individually fE R IE = KBk E A 7 14,155 14,116
immaterial associates and joint ventures Q%@T%Eﬁ@fﬁ%@%ﬁ

Aggregate amounts of the group’s share of REBBEER (BE), (411) 2,602
(loss)/profit and total comprehensive FEkEZE

(loss)/income for the year (B18), Wk
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12

INCOME TAX (CREDIT)/EXPENSES

The income tax (credit)/expense of the Group for the years
ended 31 March 2022 and 2021 is analysed as follows:

12 Fifs% (%) BX

HE2022F 202143 A31BILEERE
ERATEH (Ke) BIZHimaT

Year ended 31 March
BZ3A31HILLEE

2022 2021
20224 20214
RMB’ 000 RMB’000
AR®T T AREET T

Current income tax BNERFT 5 %54
- PRC corporate income tax — B EATIEH 15,536 11,063
Deferred income tax (Note 28) EIEFTISEL (H17728) (29,047) 4,955
(13,511) 16,018

The taxation on the Group’s loss before income tax differs
from the theoretical amount that would arise using the

taxation rate of the PRC, the principal place of the Group'’s HEEWNT -

operations, as follows:

AEBBAEHABERNTIRERBAKE
TERLEMHNTEREIEEELNERS

Year ended 31 March
HZE3AALEE

2022 2021
2022F 20214
RMB’ 000 RMB’000
AR®T R ARBFT
Loss before income tax BRETSTRIER (709,711) (581,744)
Tax calculated at statutory income tax rate of 25% BB AHEE TS R 25% (177,478) (145,436)
(2021: 25%) in mainland China (20214 : 25% ) AT EHIBIIE
Tax effects of: A TEIBAHBZE
— Effect of different tax rates in other jurisdictions —H A B ERTANENTE 178,220 162,166
— Effect of preferential tax rates of certain subsidiaries — & TFARNEERENFE (13,102) (12,494)
— Tax losses for which no deferred tax assets was — AEREEHBEENTEER 4,039 2,719
recognised
- Temporary deductible timing differences for — ARRELEHEEENL K (34) 560
which no deferred tax assets was recognised REEEZR
— Expenses not deductible for income tax purposes — AR AERAX 18,159 9,154
- Recognition of previously unrecognised tax losses — RERECAIARTERNFIE (22,156) =
and temporary differences BEREREEE
— Income not subject to tax — EBIRRBIA (1,159) (651)
(13,511) (16,018)
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12 INCOME TAX (CREDIT)/EXPENSES (continued)

(a)

(b)

(c)

Cayman Islands

The Company is incorporated as an exempted
company with limited liability under the Companies
Act of the Cayman Islands and is not subject to
tax on income or capital gains. Additionally, the
Cayman Islands do not impose a withholding tax on
payments of dividends to shareholders. The Cayman
Islands are not party to any double tax treaties that
are applicable to any payments made by or to the
Company.

BVI

The Group’s entities established under the
International Business Companies Acts of BVI are
exempted from BVI income tax.

Hong Kong Income Tax

Entities incorporated in Hong Kong are subject
to Hong Kong profits tax at a rate of 16.5% for
taxable income earned in Hong Kong before 1 April
2018. Starting from the financial year commencing
on 1 April 2018, the two-tiered profits tax regime
took effect, under which the tax rate is 8.25% for
assessable profits on the first HK$2 million and
16.5% for any assessable profits in excess of HK$2
million. The subsidiary, Arrail Institute of Advanced
Dentistry (AIAD) Limited, was established in Hong
Kong and this tax policy is applicable. No provision
for Hong Kong profits tax was made as the Group
had no estimated assessable profit that was subject
to Hong Kong profits tax during the years ended 31
March 2022 and 2021.

BOFTHwRMEE

12 Fifs% (&) BxX (&)

(a)

(b)

(c)

MEHS

AR RIRIER S8 S R RDAFM AL
RERRERAR - BAMMAGSH
HEARFIGH - woh - HERSLE
S 17 A SRR A5 O B SRR AR © B
SEHBAIFERRAR BN EFK
AR AR R X FHERRIBE (&
ERBIRNGELTT

KEERREHS

AEEREEBERMRTSBERMEE
RBVERKILEE B R BN B 4
BRESMEH -

EENEH
R2018F4 A1HZA - EEBEM
MY EBEEAFRNRESESHER
FULAIL16.5% T R BN B AT
i o B2018%4 A1 BB HE
ER - MEMNSHIELER  RBE
ZHE - H2EBATHERTERE
MEAR8.25% ' HBH2HEEB LIS
B ERRFEHER16.5% o F
ARIRER O REERARAANRES
R AEREIEEA - AREE
2022F 202143 A31 B IFFEEA
EEAREGEBMBERFESROETE
HAE - Bt R BB ARG HE
A o
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12 INCOME TAX (CREDIT)/EXPENSES (continued)

(d)

(e)

PRC Enterprise Income Tax (“EIT”)

The income tax provision of the Group in respect
of its operations in PRC was subject to statutory
tax rate of 25% on the assessable profits for the
years ended 31 March 2022 and 2021 based on the
existing legislation, interpretation and practices in
respect thereof.

For the Group’s PRC subsidiaries recognised as
Small and Micro Enterprise (“SME”) by the relevant
government authorities, they are subject to a 50%-
75% deduction of the assessable profits as well as a
preferential tax rate of 20% or 10%, effective until 31
December 2022. During the year ended 31 March
2022, the majority of the Group’s PRC subsidiaries
meet the criteria of SMEs.

Withholding tax in Mainland China (“WHT”)

According to the New Corporate Income Tax
Law (“New EIT Law”), beginning 1 January 2008,
distribution of profits earned by companies in
mainland China since 1 January 2008 to foreign
investors is subject to withholding tax of 5% or
10%, depending on the country of incorporation
of the foreign investor, upon the distribution of
profits to overseas-incorporated immediate holding
companies.

The Group does not have any plan in the
foreseeable future to require its subsidiaries in
mainland China to distribute their retained earnings,
totaling RMB276,699,000 and RMB172,854,000
as at 31 March 2022 and 2021, respectively, and
intends to retain them to operate and expand
its business in mainland China. Accordingly, no
deferred income tax liability related to WHT on
undistributed earnings was accrued as at 31 March
2022 and 2021.

Fre®t (ER),Bx (&)
(d) HEEERESH ([REMREHD

(e)

RBABRNRITED - RERIES
RNEBBMEE2022F K 2021438
31 B IEFERERB R EREE R X
25% 5117 B S /) FTIS 4 -

AN 5= [ 4 HE A RS W B 2R T8 N
E(NEEE]D MFRBEFATM
= HR 2022912 A31 H 25197
ERERBFE50%E75% MR =
Z20% K 10%WEBEHE - REZE
202263 A31BIEFE - NEEKES
DHRBTRRFE MU EZE -

RERE R ([ENHR])

BIEBE 20081 A1 BREBITHHG
¥mBEE([HEEMSTE] - B
20081 H1HER - FREAMAA A
MR EINEM A S B IR A A5
RN R - R FINRE & A A AL
FIEBEIRME @ MZFIRKRESE S
K B9 R ZB 3% 5% 3K 10 % HY £ 2R 40 4
TEFOFL

P ST T IS I S 3 e
EEREAEPEARNLHN TAED
KERBAF - B2022F k2021
FIASITEMRBANBEHES 5
B ARME276,699,0007T & A RIE
172,854,0007T * MW # (R % & &7
LARE & B R B R B A B 2E 75 o
E it - R20224 & 202143 A 31
B WEEASERSIREF OB
ERARELTEHBEHAR -
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13 LOSS PER SHARE

(a)

Basic loss per shares

Basic loss per share for the years ended 31 March
2022 and 2021 are calculated by dividing the
loss attributable to owners of the Company by
the weighted average number of ordinary shares
outstanding during the year.

The weighted average number of class 1 and class
2 ordinary share has been retrospectively adjusted
for the effect of the share subdivision completed on
21 March 2022 whereby each class 1 and class 2
ordinary share was subdivided into 25 class 1 and
class 2 shares. (Note 25(c)).

For the purpose of calculating the weighted average
number of class 1 and class 2 ordinary shares
outstanding, the number of shares shown below has
taken the share subdivision into account as if the
share subdivision was deemed to be effective since
1 April 2020.

BOFTHwRMEE

13 #SRESR

(a)

BREXEE

B E2022F N2021F3A31HIEF
B SREREBDEARGHEES A
FE(R B ERR AT RTINS BN
BT EETH -

1fERo2BERBRMNEFSHERR
20223 A21 BEK MR D IF AR
ZELENAZE Bt BR1ER
4B B AR A B 25 % 1 48 K 2 SB AR
5 (MfsE25(c)) °

PATEBITEINM B R 2E L BN
EFHEME © U TNIIRHBRDEB
BT R IFAE - SRR (D IR 4B 145
A EH2020F 4 A1 BBAERK °

Year ended 31 March
HZEZ3A31BILLEE

2022 2021
2022F 20214

Loss attributable to owners of the Company  ANAEHEA AELER (701,032) (599,420)
(RMB’000) (AREETT)

Weighted average number of class 1 ordinary ZE7TESNM 48 & 38 A% hntE - 42,582
shares outstanding (in thousand) FHE (FR)

Weighted average number of class 2 ordinary Z&177E5M24A & 38 Ik hniE - 30,389
shares outstanding (in thousand) T (FAR)

Weighted average number of ordinary BATHEINE WA INE 80,555 -
shares outstanding (in thousand) FHE (FR)

Basic loss per share, for class 1 and class 2 18R 2L @A IA K @K (8.70) (8.21)

ordinary shares and ordinary shares
(expressed in RMB per share)

BREREE
(AERARKTTIIR)
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13 LOSS PER SHARE (continued)

(b)

Diluted loss per shares

Diluted loss per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive
potential ordinary shares.

During the years ended 31 March 2022 and 2021,
the Company had potential ordinary shares,
including RSUs, Preferred Shares, warrants and
derivative liabilities. As the Group incurred losses
for the years ended 31 March 2022 and 2021,
the potential ordinary shares were not included in
the calculation of diluted loss per share as their
inclusion would be anti-dilutive. Accordingly, the
amounts of diluted loss per share for the years
ended 31 March 2022 and 2021 were the same as
basic loss per share of the respective year.

14 PROPERTY, PLANT AND EQUIPMENT

13 SkREE (&)

(b)

BREEER

STEEREEEER  BERREES
PrEMSE I BEE S BRMmBABETHE
SNE B IR TFI9 8 o

HE2022F K 202153 A31 B ILE
B ARRBEELLARK  BEX
MR IR D B A~ B - R RITA
BE - ARAEBEHE2022F K&
20213 A31BIEFEELEE -
HETE SRS BB R AEBEY
iy AAEFABEERET -
Uk - BiE2022F k2021463 H31H
IEFEENEREEEECHEESFE
HEREREESBER -

14 Y% BERRKE

Office
Medical equipment and Motor Leasehold
equipment furniture vehicles improvements Total
BERE BORBRER RE HENRRE Azt
RMB’ 000 RMB’000 RMB’ 000 RMB’ 000 RMB’ 000
ARBT TR AR¥TR  AR%TR AR¥TR  AR¥TR
Cost B
At 31 March 2021 ®202153A31H 260,461 36,788 4,537 291,833 593,619
Additions NE 73,366 7,599 1,061 33,769 115,795
Disposals RE (17,761) (3,604) (1,002) = (22,367)
At 31 March 2022 R202253A31A 316,066 40,783 4,596 325,602 687,047
Accumulated depreciation 2iHE
At 31 March 2021 R202153A31A (136,985) (26,949) (3,966) (164,877) (332,777)
Charge for the year ERMk (38,795) (5,404) (734) (30,796) (75,729)
Disposals RE 15,079 3,199 979 - 19,257
At 31 March 2022 R202253A31H (160,701) (29,154) (8,721) (195,673) (389,249)
Net book value BEFE
At 31 March 2022 R202253A31H 155,365 11,629 875 129,929 297,798
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14 PROPERTY, PLANT AND EQUIPMENT 14 Y% BEKRRZE(E)
(continued)

Office
Medical equipment and Motor Leasehold
equipment furniture vehicles improvements Total
BERE BOREREA AE HENEEE @t
RMB’000 RMB’ 000 RMB’000 RMB’ 000 RMB’000

ARBT R ARBTL  ARBTT ARETT ARETR

Cost R

At 31 March 2020 H2020F3H31H 264,260 38,842 4,577 290,316 597,995
Additions NE 17,881 3,290 167 11,071 32,409
Disposals RE (21,680) (5,344) (207) (9,554) (36,785)
At 31 March 2021 M2021F3H31H 260,461 36,788 4,537 291,833 593,619

Accumulated depreciation R E

At 31 March 2020 2020638318 (124,476) (26,090) (3,867)  (131,408)  (285,841)
Charge for the year FARMK (28,306) (5,332) (239) (41,545) (75,422)
Disposals RE 15,797 4,473 140 8,076 28,486
At 31 March 2021 202134318 (136,985) (26,949) (3,966)  (164,877)  (332,777)
Net book value REFE

At 31 March 2021 #2021 F3A318 123,476 9,839 571 126,956 260,842
For the years ended 31 March 2022 and 2021, HE2022F K2021F3A31HIEFE + &
depreciation of the Group’s property, plant and equipment SEME  BERIEFTESNAARE
amounting to RMB75,729,000 and RMB75,422,000, 75,729,000t X AR ¥ 75,422,0007T © B
respectively, have been charged to cost of sales ERAHBRNESES B A ARKG67,809,000
amounting to RMB67,809,000 and RMB70,176,000, TTRARET70,176,0007T © B #HE MEHH
respectively, to selling and distribution expenses TR S ES B A AR 225,000 kA
amounting to RMB225,000 and RMB542,000, respectively, [#542,0007T © BITHRAXHIRHERED
to administrative expenses amounting to RMB7,421,000 BB AREET 421,000 & AR 4,596,000
and RMB4,596,000, respectively, and to research and T AR EHERYHBRNSESRAAR
development expenses amounting to RMB274,000 and #274,0007T &2 A R #108,0007T °

RMB108,000, respectively.
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15 LEASES 15 &
(a) Items recognised in the consolidated balance (a) REEEEERBEIANER
sheet
As at 31 March
M3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000
ARBTT ARBEFIT
Right-of-use assets FEHEEE
Clinics and office buildings ZHkETE 703,466 595,114
Lease liabilities HEEE
Current Vi) 142,121 132,140
Non-current FEMED 611,187 511,007
753,308 643,147
Additions to the right-of-use assets for the years ended HZE2022% K2021%F3A31H
31 March 2022 and 2021 were RMB271,904,000 and IEFE 2R AEXRAEEE
RMB146,197,000, respectively. AR®271,904,000t R AR
146,197,0007T °
(b) ltems recognised in the consolidated income (b) HREMERREIANER
statement
Year ended 31 March
BZE3HA31ALLEE
2022 2021
20224 20214
RMB’ 000 RMB’000
AR¥T T AREEFIT
Depreciation charge of right-of-use assets fFHEEERNEEA
Clinics and office buildings PR BETE 163,552 147,033
Interest expense MER (FEAFI R ) 36,843 32,388
(included in finance costs, net)
Expense relating to short-term leases and B AHE A ENEE 13,692 14,156
leases of low value assets not included in HERKEEBEE

lease liabilities

HERENFEX
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(b)

(c)

BOFTHwRMEE

15 HE &)

Iltems recognised in the consolidated income (b) MREMEZRREIANIER (F)
statement (continued)
For the years ended 31 March 2022 and 2021, a HE2022F N2021F3A31HIEF
reduction in the lease payments arising from the rent B BAEeRemEENHEESRS
concessions of nil and RMB3,750,000, respectively, AR AE R ARYS,750,0000T ' B
has been accounted for as a variable lease payment BBRIERBOHESEERATE
by derecognising part of the lease liabilities and HENRARK - Wit AfEz o
crediting to profit or loss.
The total cash outflows for leases during HZE2022F £2021F3A31H 1k
the years ended 31 March 2022 and 2021 FE HERSRLBLRES A
was RMB212,278,000 and RMB203,120,000, AR#212 278,000t X A R
respectively. 203,120,0007T °
The total cash outflows in financing activities for HE2022F K 2021FE3A31 8 ILF
leases during the years ended 31 March 2022 and ENHERBITHHEE ML AEN
2021 are as follows: T
Year ended 31 March
BE3ASIBLEE
2022 2021
20224 20214
RMB’ 000 RMB’000
ARET T ARBETTT
Principal elements of lease payments MEMNFAE T D 161,743 156,576
Related interest paid EfTEEF B 36,843 32,388
198,586 188,964
The weighted average incremental borrowing rate B ZE2022F &2021F3A31HIEF
applied to the lease liabilities for the years ended 31 B EAREEaENMETSIES
March 2022 and 2021 were 4.56% and 5.03% per BREFESD B H4.56% K 5.03% °
annum, respectively.
The Group’s leasing activities and how these (c) AEENHEEETBREARSE

are accounted for

The Group leased various clinics and office
buildings under rental contracts which are typically
for fixed periods of 2 to 8 years.

Lease terms are negotiated on an individual basis
and contain a wide range of different terms and
conditions. The lease agreements do not impose
any covenants and are not used as security for
borrowing purposes.

AEERBEHEEARERZED MR
BFE - —REEHRB/2ESEF -

HEGR TR ERNEERER YA
ERZ TR R - HE =

WABREMRE - B TRAEERE
PR -
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16 INTANGIBLE ASSETS 16 BEEE
Non-
competitive
agreements
Service  Brands and and customer
contracts licenses  relationship Software Total
FRE
HER
R¥EeE mERFTR EFHRf& g @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBTT ARBTR ARBT R ARETR
Cost 7%
At 31 March 2021 R202153A31H 7,324 32,605 21,550 7,576 69,055
Additions R - - - 5,027 5,027
At 31 March 2022 R2022%3A31A 7,324 32,605 21,550 12,603 74,082
Accumulated amortisation EHE
At 31 March 2021 R2021%3A31R (1,543) (19,878) (15,623) (5,404) (42,448)
Charge for the year B3l (750) (2,636) (1,536) (2,100) (7,022)
At 31 March 2022 120223 A31H (2,293) (22,514) (17,159) (7,504) (49,470)
Net book value BEFE
At 31 March 2022 R202253A31H 5,031 10,091 4,391 5,099 24,612
Cost KA
At 31 March 2020 R202053A31H 8,448 32,120 20,950 7,100 68,618
Acquisition of assets (Note 37) WEAE (Ii31) = 485 600 = 1,085
Additions NE = = - 476 476
Disposals (Note 317) RE (H17#31) (1,124) = - = (1,124)
At 31 March 2021 R2021E3A31A 7,324 32,605 21,550 7,576 69,055
Accumulated amortisation EHE
At 31 March 2020 R2020%3A31R (1,560) (16,239) (14,101) (4,694) (36,594)
Charge for the year FRMEK (665) (3,639) (1,522) (710) (6,536)
Disposals (Note 37) RE (W#31) 682 = = = 682
At 31 March 2021 12021534318 (1,543) (19,878) (15,623) (5,404) (42,448)
Net book value REFE
At 31 March 2021 ®202153A31H 5,781 12,727 5,927 2,172 26,607

Amortisations of the Group’s intangible assets has been
charged to administrative expenses in the consolidated

income statement.

AEBEETVEENHHFHCBEAMERRTH

TTERFX R ©
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17 GOODWILL BmE
RMB’ 000
AR¥T R
At 1 April 2020 7R2020F481H 96,062
Acquisition of business (Note 31) WHE 275 (HaE31) 2,405
At 31 March 2022 and 2021 7M2022F %2021 F3H31H 98,467
(a) Impairment tests for goodwill (a) BEREUR
For the purpose of impairment testing of goodwill, RETHERENR  BESEER
goodwill is allocated to groups of CGUs. Such CEEEMAR  c ZFHReELEM
groups of CGUs represent the lowest level within ZHEUETE$%@WﬁEA HEEBH
the Group for which the goodwill is monitored for HHEBETEENREAR -
internal management purpose.
Management considered that the Group only had BRERR  BEBEAEER202143
one group of CGUs according to how it operated its A31EMEKLESN Hi2F—4A
business as at 31 March 2021. On 30 September e EEENM - K20214F9 308 -
2021, the Group has adopted the new business MR A RRERENES) - AEBEH
group structure due to a change in internal RFMEGEELEE - RIELEHE
reporting structure. Management has determined RO RREBFGERE - BEER
the operating segments based on the reports *Efﬁ%ﬁéﬁﬁﬁﬁiﬁi#;t%é%
reviewed by the board of directors for the purpose 2o BiEmEEE MR O R o mE
of making decisions about resource allocation and B 202149 A 30 B #E 5 it = il fE 4 &
performance assessment, which comprise Arrail DES c EEOEBMEZIWT -
Dental and Rytime Dental. Goodwill is allocated to
the two operating segments since 30 September
2021. A summary of the goodwill allocation is
presented below.
As at 31 March
A3A31H
2022
20224
RMB’ 000
AR%¥T R
Arrail Dental ¥ R e 40,893
Rytime Dental ImZE O 57,574

98,467
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17

GOODWILL (continued)

(a)

Impairment tests for goodwill (continued)

The impairment test is performed for the groups of
CGUs by engaging an independent appraiser to
estimate fair value less cost of disposal (“FVLCOD”)
as its recoverable amount. These calculations use
post-tax cash flow projections based on financial
budgets prepared by management covering five
years. The accuracy and reliability of the information
is reasonably assured by the appropriate budgeting,
forecast and control processes established by the
Group. Cash flows beyond the projected period are
extrapolated using the estimated terminal growth
rate. The management leveraged their extensive
experiences in the industry and provided forecast
based on past performance, their expectation
of future business plans and external sources of
information. The valuation is considered to be level
3 in the fair value hierarchy due to unobservable
inputs used in the valuation.

The following key assumptions were used for
FVLCOD calculation of two groups of CGUs as at 31
March 2022:

17

B (&)

(a)

BERENH (&)

ReELEEMARRRERHTRSB
BEBELFEMET AR BEREE
AR (TRABEBREEXA]) (FA
HAlW ol ¢ REET - ELAEERE
REEERAENAEDFNYHERE
ERRERRATRERR - NEBEFIE
MEERE - R REFIERFA R
R TERSERIER A SN - B
BRABMEHR SR ERA G HORE
BRIGEITHE - EEEBMNBEET
EANSELR  REBBERR - H
R RE RS ET BN TREIAM SN ED SORE
BRHER - AREETERT A
BERBARE  ALHERREA/IA
EBEERTNFE=ER -

NTERBEIARTEMERSES
BAIA202243 A31 BHA A BER
BRERA :

As at 31 March 2022
7A202263H31H

Arrail Dental Rytime Dental

e R e mp
Compound annual growth rate of revenue in ~ TEBIHAER AN EES 18.4% 24.2%
the projected period ERE
Terminal growth rate RIS RE 3% 3%
Post-tax discount rate Biia i & 14.5% 14.5%
FVLCOD of the group of CGUs REEEEMARID 2,793 3,251
(in RMB million) RNAEERESEKA
(ARBBEE&ET)
Carrying amount of the group of CGUs ReEEEMMBRIMNERE 937 1,208

(in RMB million) (AR¥EBET)




17
(a)

Annual Report 2021/22
2021722 E# s

Notes to the Consolidated Financial Statements

GOODWILL (continued)

Impairment tests for goodwill (continued)

The following key assumptions were used for
FVLCOD calculations of the one group of CGUs as
at 31 March 2021:

BOFTHwRMEE

17 BE (&)
(a) FEERENR (R
UNTERBREANGE - ARSEL

BAIR2021F3 A30 A A BER
BRERA :

As at 31 March

A3A31H
2021
20214F
Compound annual growth rate of revenue in the TERIEFAB AR FE S G RE 27%
projected period
Terminal growth rate AR RE 3%
Post-tax discount rate IR SIBLES 17%
FVLCOD of the group of CGUs (in RMB million) R EEBMNMAR K 3,753
AR EBEREEKAR
(AREBEET)
Carrying amount of the group of CGUs ReEFBNARNREE 1,804
(in RMB million) (AR¥BET)

The compound annual growth rates of revenue and
the terminal growth rate used do not exceed the
industry growth forecast for the market in which the
Group operates. The discount rate used is post-tax
and reflects market assessments of the time value
and the specific risks relating to the industry.
The values assigned to the key assumptions
and discount rates are consistent with external
information sources.

Based on the result of the goodwill impairment
testing, the estimated headroom was approximately
RMB1,949 million as at 31 March 2021. The
estimated headrooms of Arrail Dental and Rytime
Dental were approximately RMB1,856 million and
RMB2,043 million, respectively, as at 31 March
2022. As the recoverable amount was significantly
above the carrying amount, no impairment was
identified in respect of goodwill as at 31 March 2022
and 2021, respectively.

P U A Y 18 B 18 R R MR AR 18
RENBBAEBEEMETHNTT
FRETRR - IEANFTRERIHRR
HIEL K - RBR T T 5 B A E (A A0
TEBBNSERBROE - DECT
B 42 R A% A0 9T 3R = 0 BUE B HMER SRR

=BE—5 o
=

BEEZRENANER - 1K2021
FIASTEHMMEHEE=ENAA
R#¥1,9498 87T ° 202243 A 31
=R RSy NE Eml s Sl g
ZERD RN AARE1,856 EETTR
AR®2043EET - AR A KE &
BERESNEEE  BER2022F K&
2021563 A31 BRI EEH R RIRME °
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17

GOODWILL (continued) 17 &E (&)
(a) Impairment tests for goodwill (continued) (a) BERENR (FE)
The Group performs a sensitivity analysis based on AEBERNPAHNFESERE &
the reasonably possible changes in assumptions IR E BB ITIR R AR RED
underlying the compound annual revenue growth BEA IR A E B TR DT
rate, terminal growth rate or the post-tax discount i TEOR BRI M (T A R R R # B
rate. Had the estimated key assumptions during T - REEESRSEWNTAE -
the forecast period been changed as below, the
headroom would be decreased to as below:
As at 31 March 2022
7M"202263H31H
Arrail Dental Rytime Dental
HERE R WO
RMB’million RMB’million
ARBEERT ARKBEER
Compound annual growth rate of revenue WA FESIBRER 560 570
decreases by 10% from the original [RIERETEE10%
growth rate
Terminal growth rate decreases R RERFIZR K 1,449 1,554
by 3% from the original growth TF&E3%
Post-tax discount rate increases by 10% from Fi{E#TIR KGRI BT K 421 332
the original post-tax discount rate EF10%

As at 31 March

A3A31H

2021

20214

RMB’million

AREBEETT

Compound annual growth rate of revenue WARFEEESERERRIEREK 800
decreases by 10% from the original growth rate TFE10%

Terminal growth rate decreases by 3% from the R RERFIERETEI% 1,463

original growth
Post-tax discount rate increases by 10% from the REMBEERRETRETRE 105

original post-tax discount rate

EF10%

The Directors and management have considered
and assessed the reasonably possible changes in
key assumptions above and have not identified any
instances that would cause the carrying amounts
of the groups of CGUs to exceed its recoverable
amounts. Therefore, it would not lead to any
significant impairment of goodwill as at 31 March
2022 and 2021, respectively.

EENREBEEEE B RTE LR
BREAIRE AR B AENEE) - WARER
AR eEPERE EEBMAER AR
AEEBETHKESIEMNER
It - E A28 8mn20224F k2021
FIANEBMEESRIBEMMER
A e
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18 INVESTMENTS IN SUBSIDIARIES 18 RFLAFANKRE
Details of the principal subsidiaries of the Company as at MN2022F k2021563 HA31H » KRRFIEE
31 March 2022 and 2021 are as follows: FRAFENT :
Place of Total aggregate effective interest
incorporation/ Date of Particulars of  of the Company held via direct or
establishment and incorporation/ issued/paid-in indirect equity interest held, and Principal
Name kind of legal entity establishment capital via Contractual Arrangements  activities
tH L/ e/ BB/  ADAERERIBERENRE IEER
RIBHER R AH BARAHE HRBRERZS
EARREY FENEARRERES
As at 31 March
R3A3NA
2022 2021
022 20015

Direct equity interest held by the Company:

ARRFEENERRE
Arrail Dental Limited The BVI, limited liability 3 April 1998 USD2,820,000 100% 100% Investment holding
company
ERARRES BRAT 199854 A3R 282000050 REEK
Equity interest held via subsidiaries of the Company: 100% 100%  Investment holding
BRADNFDZTRRRENRE RERR
Arrail Institute of Advanced Dentistry (AIAD) Hong Kong, limited liability 21 February 2013 USD1,282 100% 100% Provision of dental
Limited company services
RRNEESRERAT] B2 BRAT 2013528218 1080570 RENEERRY
Beijing Ruicheng Hospital Management Co., Ltd.  The PRC, limited liability 23 July 2009 RMB 6,000,000 100% 100% Provision of dental
company services
IrinREkERERAT tE - ERAR 20957A238  ARH6,0000007 RUDBRERS
Chongaing Jiuyue Dental Clinic Co., Ltd. The PRC, limited liability 27 November 2013 RMB 6,000,000 100% 100%  Provision of dental
company services
ERARARAYERAT hE BRAT 013%F11A27A AKH6,000,0007T RENEERRY
Chongaing Ruisheng Dental Clinic Co., Ltd. The PRC, limited liability 10 March 2004 RMB 8,329,400 100% 85% Provision of dental
company services

ERRANBMNYERAF HE  BRAF N04F3A108  AKEH8329,4007 REDRERRE
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18

INVESTMENTS IN SUBSIDIARIES (continued)

18 RFAANKRE (&)

Place of Total aggregate effective interest
incorporation/ Date of Particulars of  of the Company held via direct or
establishment and incorporation/ issued/paid-in indirect equity interest held, and  Principal
Name kind of legal entity establishment capital via Contractual Arrangements  activities
th HREL/ HREL/ BB/  ADAERERIBERENRE ITER
RIBER HIAH BARAHE UREBARZH
EARRED RENARERERAE
As at 31 March
R3A3A
2022 2021
2022% 20015
Chongging Ruitai Dental Hospital Co., Ltd. The PRC, limited liability 28 June 2017 RMB 5,000,000 88% 88% Provision of dental
company services
ERRRNEERERAT hE - BRAT 017564288 ARH5,0000007 RENREERY
Beijing Arrail Shengbin Medical Technology The PRC, limited liability 25 March 1999 USD 33,000,000 100% 100% Wholesale of medical
Co., Ltd. company materials
IrhREHERNRARAR hE - BRAR 199935258 33,000,005 BEIHYE
Ruiershengbin (Shanghai) Finance Leasing The PRC, limited liability 12 March 2015 USD 60,000.000 100% 100% Provision of dental
Co., Ltd. company services
RRZH (L) RERERRAR hE - BRAT 2015537128 60,000.0005%7 RENRERRY
Beijing Shenghin Science Trade Co., Ltd. The PRC, limited liability 17 December 1997 RMB 1,000,000 100% 100%  Provision of dental
company services
IREWHERRAT hE - ARAR 199712176 ARH1,0000007 RENEERRY
Shanghai Yazheng Medical Consulting Co., Ltd. ~ The PRC, limited liability 24 May 2002 RMB 3,000,000 100% 100% Provision of dental
company services
LT ERERARKERAT hE BRAT 2002558248 ARH3,0000007 RENREERY
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INVESTMENTS IN SUBSIDIARIES (continued) 18 RTFLARWERE (&)
Total aggregate effective interest
of the Company held via direct or
Place of incorporation/  Date of Particulars of indirect equity interest held, and via
establishment and kind of incorporation/ issued/paid-in  Previous Contractual Arrangements Principal
Name legal entity establishment capital and New Contractual Arrangements  activities
A8 HREL/ HREY/ BB/  ADABRERAEEAENRE IR
RLBER HIAH BARAE  URBEZHARRERNAR
EARRED ZURENCHERRRAR
As at 31 March
R3A3A
2022 2021
20225 2001%
Shanghai Shengbin Medical Consulting Service ~ The PRC, limited liability 26 September 2001 RMB 5,000,000 100% 100%  Provision of dental
Co., Ltd. company services
FREWEEEARKERAT nE - ERAT 200159A28  ARES5,000,0007T RUEDBBERE
Shanghai Ruiguan Dental Clinic Co., Ltd. The PRC, limited liability 25 April 2014 RMB 1,000,000 100% 100%  Provision of dental
company services
HERERRAYHERAT hE ARAR 014547258 ARE1,0000007 RHORBERY
Shanghai Ruiyun Dental Clinic Co., Ltd. The PRC, limited liability 9 August 2015 RMB 3,500,000 100% 100%  Provision of dental
company services
LERENERDHERAT - BRAT N15%8A98  ARH35000007T REOBBERS
Shanghai Ruijun Dental Clinic Co., Ltd. The PRC, limited liability 10 May 2018 RMB 5,000,000 100% 100%  Provision of dental
company services
LERENERYHERAT T ARAR 018558108 AR5,0000007T RUOEBERY
Shenzhen Rui'er Dental Medical Treatment The PRC, limited liability 5 June 1995 RMB 1,702,372 100% 100%  Provision of dental
Co., Ltd. company services
AERENERERAT hE - BRAT 19954650  ARM17028727 RUENEBERY
Shenzhen Ruijian Dental Clinic The PRC, limited liability 24 December 2015 RMB 1,500,000 100% 100%  Provision of dental
company services
AR 0T 3 hE - BRAR 0155128248 AR%1,5000007 REENEERRY
Shenzhen Ruihuan Dental Clinic The PRC, limited liability 29 July 2015 RMB 1,500,000 100% 100%  Provision of dental
company services
il A hE - BRAT 01557A208  ARE15000007 RUEOEBERY
Guangzhou Ruier Medical Consulting Co., Ltd.  The PRC, limited liability 1 August 2012 RMB 180,000 100% 100%  Provision of dental
company services
BMnRERAAERAA hE - BRAT 01268A1H AR180,0007 RENEERRY
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18

INVESTMENTS IN SUBSIDIARIES (continued) 18 RTFLARWERE (&)
Total aggregate effective interest
of the Company held via direct or
Place of incorporation/  Date of Particulars of indirect equity interest held, and via
establishment and kind of incorporation/ issued/paid-in  Previous Contractual Arrangements Principal
Name legal entity establishment capital ~and New Contractual Arrangements activities
A8 HREL/ HREY/ BRf/  ADABRERAEEAENRE IR
RLBER HIAH BARARE  HRBEZHARRERNAR
EARRED ZURENCHERRRER
As at 31 March
R3A3A
2022 2021
2022% 20015
Chengdu Wuhou Ruitai Rongcheng Dental Hospital  The PRC, limited liability 16 October 2014 RMB 1,500,000 100% 100%  Provision of dental
Co,, Ltd. company services
RN ERFRANRRRERAR - BRAT 0145107168 AR1,5000007T REOBBERY
Shanxi Ruitaiercang Dental Hospital Co., Ltd. ~ The PRC, limited liability 15 June 2015 RMB 2,500,000 60% 60%  Provision of dental
company services
RERRRE AERRERAR hE - ARAA 1566A158  AR%25000007 REEOERERE
Qingdao Donghe Medical Management Co. Ltd.  The PRC, limited liability 8 February 2017 RMB 3,000,000 70% 70%  Hospital management
(formerly known as Qingdao Ruitai Donghe company
Medical Management Co. Ltd.)
BEERNBEERERAT hE - BRAT 0172888 ARH30000007 i
(HREERRENERERARAA)
Changsha Keerya Dental Hospital Co., Ltd. The PRC, limited liability 28 November 2002 RMB 5,000,000 60% 60%  Provision of dental
company services
ROHAENRERERAT hE BRAT 20025114288 ARH5,0000007 REENBEERY
Jiangyin Meijiaxin Dental Clinic Co., Ltd. The PRC, limited liability 10 December 2013 RMB 6,800,000 100% 100%  Provision of dental
company services
IEXERAERD TERAT hE - BRAT N13F12A108  AR%6,8000007T REtNEERRY
Shanghai Ruitai Jiasheng dental clinic Co., Ltd. ~ The PRC, limited liability 22 January 2019 RMB 5,000,000 100% 100%  Provision of dental
company services
HERRERNEND BERAR HE BRAR 2019514228 ARH5,0000007 RUNEBERY
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PREPAYMENTS

The detailed information of prepayments during the years

19 FEMNFKE

HZE2022F 202143 A31BILEE » 18

ended 31 March 2022 and 2021 is as below: NEREHFBFOT
As at 31 March
M3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR¥T T ARETIT
Non-current FEE)
Prepayments for construction TRE#FK 5,251 17,259
Prepayments for equipment RABTE IR 12,800 =
Incremental costs of obtaining contracts (Note)  EBA&RMIEBERAK (#1:F) 3,671 1,743
21,722 19,002
Current JEE)
Prepayments for braces FEFENRIE 56,624 47,597
Prepayments for inventories other than braces FE (FERKRIN) BRFIE 32,160 24,036
Incremental costs of obtaining contracts (Note) S & BRI SR (H1:7) 17,923 17,468
Short-term lease prepayments MHATAE A IR 10,341 4,222
Prepayments for services BR %5 B 5RIE 9,656 9,696
Listing fees ETER - 1,957
126,704 104,976
148,426 123,978
Note: Incremental costs of obtaining contracts izt : BEBARAIGEMA

Incremental cost of obtaining contracts represents
the commissions to dentists, which are calculated
based on certain percentage of total contract sum
of new contracts introduced by dentists. The Group
recognised an asset for the incremental costs of
obtaining contracts for the commissions because the
Group expects to recover these costs through future

B RS IR T T 5E2.23 ©

fees for the goods or services to be provided. Details
are set out in Note 2.23 to the consolidated financial

statements.

ESARMNIZERARIER T TENR
- HDRBIEMENNFHERES
B —ELPIFE - AEBERESER
MASMNIEERAER —BREE AR
AR B IER BB AR M B R
BHEBRBEZERR - FIEHRE
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SO P B RRME

20

21

INVENTORIES 20 FE
As at 31 March
M3A31RH

2022 2021
2022 F 20214
RMB’ 000 RMB’000
ARET T AREFIT
Dental materials [ZESYTRE: 47,080 39,036

Inventories recognised as cost of sales during the
years ended 31 March 2022 and 2021 amounted to
RMB253,254,000 and RMB233,421,000, respectively.

FINANCIAL INSTRUMENTS BY CATEGORY 21

The detail information of financial instruments by category
during the years ended 31 March 2022 and 2021 is as

below:

BEEREINEMTA

HE2022F 202153 A31 B ILEE RS
RIEIDH SR T AEFIBNT ¢

REE2022F K 2021F3A31HIEF
EHRABHEEXNANTFESFHAARK
253,254,0007T & AR #233,421,0007T °

As at 31 March

MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR%T ARBET T
Assets as per consolidated balance sheet EHEEABRMTEE
Financial assets measured at fair value through AR BET A
profit or loss: TREEE
— Wealth management products (Note 23) — B EM (Mi223) 197,055 -
- Bank structured deposits (Note 23) — RITRBUTFR (B5723) - 51,004
— Unlisted debt instruments (Note 23) —EEMEBIA (#1:i723) 34,675 30,000
Financial assets measured at amortised cost: REERATENSREE
~ Trade and other receivables (Note 22) — E 5 REfh Y FRIE 206,361 340,950
(Ktat22)
— Restricted cash (Note 24(b)) — ZBRFIEE (H5F24(b)) 95,290 65,706
— Time deposits with original maturity over three  — RE|EIE BB =1E A 14,000 =
months (Note 24(c)) TEEATF SR (Hat24(c))
— Cash and cash equivalents (Note 24(a)) —BHekBeEEY 1,052,285 676,304
(Htit24(a))
1,599,666 1,163,964
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BOFTHwRMEE

21 FINANCIAL INSTRUMENTS BY CATEGORY 21 ®RERZ/sHWESHMIA (F)
(continued)

As at 31 March

M3HA31RH
2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥FR ARBTT

Liabilities as per consolidated balance sheet &HEEEBXRFRARE
Financial liabilities measured at fair value through Z2A A BET ABZEH

profit or loss: TRIEE

— Preferred Shares (Note 29) — B 5Eh% (H17E29) = 3,178,465
- Bond (Note 29.1) — &% (H1:£29.1) - 167,345
— Warrants (Note 29.2) — REE (Wit29.2) - 71,126
Financial liabilities measured at amortised cost:  Z#E XA EN LR E(E ¢

— Borrowings (Note 27) — &R (Htat27) 137,363 218,491
— Lease liabilities (Note 15(a)) —HEAaE (Hit150a)) 753,308 643,147
— Trade and other payables — B 5 RHEAMERNFKIE 183,031 208,471

1,073,702 4,487,045
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22 TRADE AND OTHER RECEIVABLES

22 EFRHMEWRIE
As at 31 March

MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR%T AREET T
Non-current FETE)
Other receivables H {th fE W R E
Loan to an ordinary shareholder (Note 35(c)) ME @RI RIRHER - 87,169
(H1#£35(c))
Loans to employees (Note a) M 8RB ER (Hita) 40,300 41,862
Rental deposits HEHZE 61,970 56,760
Deposits paid for investments (Note b) I E S 8iRe (Mib) 5,000 =
Others EAph 3,642 5,958
110,912 191,749
Less: loss allowance A EIEREE (1,436) (6,734)
109,476 185,015
Current JEE)
Trade receivables B 5 EWRIE 87,379 88,420
Other receivables H {th & W R IE
Loans to related parties (Note 35(c)) I BB 5 IR B R (B a£35(¢)) 1,500 24,665
Amounts due from related parties (Note 35(c)) JE Wk BB 5 3B (H15#35(¢c)) 1,359 53,242
Petty cash granted to employees ETRERER/EEE 7,728 4,565
Rental and other deposits HEREMEZE 1,824 631
Amounts due from clinics operated under EURIRIEBERE AR 12,272 =
exclusive consultation and service agreements IR W58 L2 AT E
Others EHth 4,604 3,482
116,666 175,005
Less: loss allowance o EERE (19,781) (19,070)
96,885 155,935
206,361 340,950
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BOFTHwRMEE

22 TRADE AND OTHER RECEIVABLES (continued) 22 EZKkHEtERKRKE (&)

Note: Htet -

(a) The loans to employees are unsecured, with interest (a) MiE BIREMERAEER - RFEFE
accruing at 2% per annum, and repayable after 5 years 2%ETE - WEARIRI Z BR5F&E
from the date of drawdown. & o

(b) On 2 April 2022, a subsidiary of the Company entered (b) R2022F4F2H  ANARFARIEZE
into an investment agreement with the existing Tk O 2 B 3R B IR R ] L3R &
shareholders of Shenzhen Baocheng Dental Hospital to AW R T O B 141 %8R
acquire 14.1% equity interest of Shenzhen Baocheng - BRHEARARB25BET - R
Dental Hospital for a cash consideration of RMB25 202243 A31H - ERAIIEH AR
million. As at 31 March 2022, a deposit amounting to BEREARIAINARESBETLNIE
RMB5 million was paid to the existing shareholders of T ERIEKEHENEENERK -

Shenzhen Baocheng Dental Hospital for the purpose of
first installment of the consideration of the acquisition.

The carrying amounts of the Group's trade receivables AREBZE FEKWFIENEREEENUARE
were denominated in RMB and approximated their fair B WEHEALBEEE - Bt » REEN
values. As a result, there is no exposure to foreign currency FE R o

risk.

The Group generally allows a credit period of 10 to 60 AEB—MAEFEREI10E60 KM EEH o
days to its customers. Ageing analysis of trade receivables REEEHEIZI DN E 5 WG IABRE D T a0
based on billing date is as follows: T

As at 31 March

MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000

ARBFTR ARBTRT

Up to 3 months BB 3 E A 36,985 48,013
3 to 6 months 3Z61EA 22,400 12,972
6 months to 1 year FEGEXE:E 6,744 10,598
1to 2 years 15224 7,780 5,840
Over 2 years HBiE2F 13,470 10,997

87,379 88,420
The Group applies the IFRS 9 simplified approach to INEEE pE R B SR EERFE RS (L
measure expected credit losses which uses a lifetime FHEEHREEER I HEYHEE5E
expected loss allowance for all trade receivables. Details of WEIEE AT EIE s - BREE
which are set out in Note 3.1.2 to the consolidated financial HRAHI SRR E3. 1.2 0

statements.
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23 FINANCIAL ASSETS AT FAIR VALUE THROUGH 23

PROFIT OR LOSS

BAARBEFSAEBENEHEE

As at 31 March

M3 A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
ARET T ARETIT
Wealth management products — current (Note a) EEEm — BVH (A/7ta) 197,055 =
Bank structured deposits — current RITHEE TR — BNAS - 51,004
Unlisted debt instruments — non-current (Note b) 3 b EK TE — JERNER 34,675 30,000
(Hiath)
231,730 81,004

Note a:

Note b:

On 10 February 2022, 14 and 15 March 2022,
the Company and a subsidiary of the Company
entered into the subscription agreements with
Growth Vanguard Fund SPC to purchase wealth
management products amounted to US$31,040,000
at fixed annualized return rate of 1.2%. The wealth
management product is subject to a lock-up period
of one month and can be redeemed by the Company
at any time upon expiration of the lock-up period. Its
fair values are within level 3 of the fair value hierarchy
(Note 3.3).

The fair values of the unlisted debt instruments
are calculated using the market approach. In this
model, the fair value of the financial instruments
is determined by the recent transaction prices of
similar or similar assets in the market to estimate the
assets value through direct comparison or simulation
analysis. Its fair values are within level 3 of the fair
value hierarchy (Note 3.3).

Kiita -

Miztb -

720229428108 -~ 202263 A 14
AEk15H * RRARIRARDRFRAHA
B Growth Vanguard Fund SPCEJAZ
R - LAIEE $% /31,040,000
ETMBEVER BEFtREER
1.2% - ZEMESNZEHA—E
A ARARAREE S ERERERE
B EANREBEBRAABEERT
WE=ER (M3E3.3) °

FLEMEBETIANAABENERT
BEEE c ERERT T AN
AREEDIEMS ERBERENEE
BT P ERE - CBEELRYE
BOMAGAEEEBEEE - E2R
BEBRAABEERATHNE=EH
(F3E3.3) °
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CASH AND BANK BALANCES

(a)

(b)

BOFTHwRMEE

24 HBERBITEE

Cash and cash equivalents (a) HeRBELEEY
As at 31 March
M3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR%T T ARBETTT
Cash at bank and in hand RITMFEERE 813,877 303,198
Time deposits with original maturity REEA A=A KK 238,408 373,106
within three months TEHATF K

1,052,285 676,304

The weighted average effective interest rates on the
Group’s time deposits with original maturity within
three months as at 31 March 2022 and 2021 were

0.50% and 0.38% per annum, respectively.

MR2022F K 2021F3A31H » A&
ERFHAA=EARNTEHTRD
MEFHEEFNES B AEFF0.50%
%0.38% °

Restricted cash (b) ZRERE
As at 31 March
M3 A31H

2022 2021
20224 20214
RMB’ 000 RMB’000
AR®T T AREET T
Restricted cash (Note 27(a)) SRR E (ffato7(a)) 95,290 65,706
95,290 65,706

The interest rates on the Group’s restricted cash as
at 31 March 2022 and 2021 were 0.10% and 0.10%

per annum, respectively.

MN2022F K 2021493310 » K&
ENZBRHRENF RS FATF
0.10% %0.10% °
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24 CASH AND BANK BALANCES (continued) 24 HERBITES (E)
(c) Time deposits with original maturity over three (c) REHBEBB=ERNEHFN
months

As at 31 March

M3 H31H
2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥TR AR®BTR

Time deposits with original maturity JREIEA R BB =18 A 14,000 -
over three months E B
14,000 —
The interest rates on the Group’s time deposits with R2022F3A31H - AEERE|HA
original maturity over three months as at 31 March 838 =18 B &9 B A R = 5 Bl
2022 were in the range of 1.65% to 3.55% per TEZF1.65%%23.55% °

annum, respectively.

Cash and bank balances are denominated in the HE MIRTTHEBRTIA T Y EMEETHE
following currencies:

As at 31 March

M3A31RH
2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥FR AR®BTE

UsD e 593,588 530,802
RMB AR ¥ 287,679 211,045
HKD T 280,308 163

1,161,575 742,010
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SHARE CAPITAL 25 J®A
Authorised: EE
Nominal Nominal
Number of value of  Number of value of Nominal
class 1 class 1 class 2 class2  Number of value of
ordinary ordinary ordinary ordinary ordinary ordinary
shares shares shares shares shares shares
18 18 28 28
LERHA EEREE ZBRME EEREE EERME  EBREE
usb ’000 UsD USD’000 ’000 UsD’000
ES) TH ES) Tin TH Tin
As at 31 March 2020 R2020%3831R 4923 2,461 27,905 13,953 - -
Increase/(decrease) of authorised share capital EERAEM / (H) 1573 787 (2,19) (1,008) - -
As at 31 March 2021 R202153831R 6,496 3,248 25,709 12,855 - -
(Decrease)fincrease of authorised share capital EERA (D) 80 (6,496) (3,248) (25,709) (12,855) 1,250,000 25,000
As at 31 March 2022 R2022%3831R - - - - 1,250,000 25,000
Issued: 28T
Total  Equivalent
Total nominal total
number value of nominal value
of class1 class1and  of class 1
and class class2  and class
Number Number 2 ordinary ordinary 2 ordinary
of class 1 of class2  Numberof sharesand  sharesand  shares and
ordinary ordinary ordinary ordinary ordinary ordinary
shares shares shares shares shares shares
18R2%
18R2E  1ER2E  EBRUR
LERUR  EERMR  EBRSE
1EEERYE 2BEBRYA EBREE EEREE LEREEE HEfE
"000 ’000 "000 ’000 UsD’000 RMB’000
Th TH TH Th Tin  ARETR
As at 31 March 2021 R2021%3831R 1,604 1,189 - 2,793 1,397 9,447
Issuance of shares for restrictive share EIRRHRNEN 4799 - - 4799 2,399 15,435
unit scheme (Note b) SEIRR (Wit
Share subdivision (Note c) RO Witc) 153,661 28,541 - 182,202 - -
Conversion of class 1 and class 2 ordinary tRIERELRR (160,064) (29,730) 535,064 345,270 6,906 43,963
shares and Preferred Shares into ordinary WRELHREEAEBR
shares upon the Listing (Note o) (Wita)
Share issued in the IPO (Nore ¢ BRRREEEANRA (o) - - 46,528 46,528 931 5,924
As at 31 March 2022 R2022%3831R - - 581,592 581,592 11,633 74,769
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25 SHARE CAPITAL (continued) 25 [RA& (&)
Equivalent
Nominal nominal
Number of value of value of
Number Number  class1and  class1and  class 1 and
of class 1 of class 2 class 2 class 2 class 2
ordinary ordinary ordinary ordinary ordinary
shares shares shares shares shares
18R2E
18 28 18R2E 1§R28  LEREE
LERYE  LERME W EERME 0 LEREE HE
’000 ’000 ’000 USsD’ 000 ’000
TR TR TR i TR
As at 31 March 2020 #202063 A31R 1,724 1,209 2,933 1,467 9,938
Issuance of shares upon fulfiliment of vesting RENRAMEEB % - 100 100 50 327
conditions of share-based compensation Bk
Re-designation to Series E Preferred Shares (Note a)  EieE AER LR (Mi2a) (120) (120) (240) (120) (818)
As at 31 March 2021 #202153A31A 1,604 1,189 2,793 1,397 9,447
Upon occurrence of a liquidation event, the holders of class REESHELER - 1ELTBROBFEAR

1 ordinary shares shall be entitled to receive assets and
funds available for distribution before the holders of class
2 ordinary shares after full settlement to all preference

REMBEBERZIBER  E2REER
WBAEAZHERSAEIKNEERES
TR R2BE R EMENRELELER

shares. Other rights and preference of class 1 and class 2 ) ©

ordinary shares are the same.

Note: Hiat -

(a) Under the Share Subscription and Share Purchase (a) RIEBHA2021F1 AsHMNRMDRE

Agreement dated 8 January 2021 (the “Agreement”),
certain ordinary shareholders and Preferred Shares
holders of the Company (the “Seller of Redesignated
Shares”) shall sell a total of 1,819,497 ordinary shares
and Preferred Shares, including 120,000 class 1
ordinary shares, 119,876 Class 2 ordinary shares,
408,138 Series A-1 Preferred Shares, 729,652 Series
B Preferred Shares and 441,831 Series C Preferred
Shares (the “Redesignated Shares”), to a Series E
Preferred Shares holder of the Company (the “Buyer”).
Subject to the terms and conditions of the Agreement,
each ordinary shares and Preferred Share to be
purchased and sold shall, concurrently with the closing
of the Agreement, be reclassified and designated into
one Series E Preferred Shares.

EROBEERZE ([ZiBE])  AAA
Y 35 b X 3 AR AR SR RMB ST AR AR R ([ =37
TBERMOETR ) 8154 $£1,819,497
AR E LR - B235120,000/%
1B @A ~ 119,876 28 L @A -
408,138RA-1ERE SR - 729,652[%B
B AR N441,831 RCEE LR ([
HIEERD]) EFARAREREBLR
BRE ([E7 ) o IBRIEZ IR
- BEEENES —RLBRFETR
BIEZBERE RS EHRHEILIE
EA—REHRELR -
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SHARE CAPITAL (continued)

Note: (continued)

(@)

(continued)

The consideration paid by the Buyer was close to the
fair value of the Series E Preferred Shares at the date of
redesignation. Since the redesignation did not involve
all ordinary shareholders or preferred shareholders of
the Company, it was not regarded as a transaction in
the capacity of shareholders. The redesignation falls
into the scope of share-based payment under IFRS
2, as the transaction was effectively deemed to be an
issuance of Series E Preferred Shares by the Company
in exchange for the Redesignated Shares held by the
Seller of Redesignated Shares.

As the consideration received by the Company (i.e. the
fair value of the Redesignated Shares at the date of
redesignation) was less than the fair value of the Series
E Preferred Shares issued, and there was no right
to a benefit and no control over economic resource
obtained by the Company through the redesignation,
the fair value difference between the Series E Preferred
Shares issued and the Redesignated Shares at date
of redesignation, amounting to RMB196,712,000, was
recognised as an expense during the year ended 31
March 2021.

On 25 June 2021, the board of the directors has
approved to set up a platform in the BVI (“ESOP BVI”)
to hold incentive shares for the participants under an
RSU Plan to be adopted by the Company. A total of
4,798,904 shares was issued to the Arrail Sunshine
Holdings Limited, the ESOP BVI, on 16 September
2021. Please refer to Note 8(b) for the details of the
RSU Plan.

On 21 March 2022, each share of class 1 and class 2
ordinary shares and Preferred Shares of a par value
of USDO0.5 each (including authorized issued class 1
and class 2 ordinary shares and Preferred Shares) was
sub-divided into 25 shares of a par value of USD0.02
each.

On 22 March 2022, the Company completed its Initial
Public Offering (“IPO”) on the Main Board of The Stock
Exchange of Hong Kong Limited. Upon the Listing,
all class 1 and class 2 ordinary shares and Preferred
Shares have been automatically converted into ordinary
shares.

25

BOFTHwRMEE

A (4)
Hiat - (&
(a) (%)

(b)

BT XS ERL N EH 5 E B HE
WELEBRORABE - AREFEED
WRARNBZEEBRBREE LK
R AE IR BABRR G DETTH
Ry o BNEEBNERYEHEER
F2RB RN L NNERE - BRZR
2 BIRWAR 732N 7] 31T EHR B T AUA
BB EHIEENRNE S FANENIE
TR

HRAR B UWE R EHE (AR EFEE
RHMEMEEROOAABE) ERE
BITEMEBLRNAABE  BARH
BBZEHIEEAREREIMNZA N
MAERNAEMEEE R bE - »®
EXEE A Y RITERE S REER
BEBRODZEANARBEZEARE
196,712,0007C E R &£ 202143 A 31
B EERRMRX -

MR2021F6A250 - ESECHitE
REBEBRHSEMEKL —EFS
(TESOP BVI]) + AR B HHRMAM
ZIRGIRD BN EERFE R
B A%1D - M2021F9A16H + XA A
[ Arrail Sunshine Holdings Limited
(ESOP BVI)E474 4,798,904 f% i%
7 - BEZRBHIRMDECFTEIOFFIEH
2B E8(b) °

®W2022F3A218 ' S#RMEE0.5ETT
1R BB RELER (BIEEATE
BT R ST AR R ESTAR) HR AR
B25 R EEO.02F TTHIMR -

R2022%3 A22H * AARREBES
REFMBRARERTKERNAFEE
(TBXAABE]) - LmiE - FB18E
FofLmR REBARHCESHEBRE
LA o
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25 SHARE CAPITAL (continued) 25 JRA& (&)
Note: (continued) Htet - (&
(e) On 22 March 2022, the shares of the Company were (e) R2022F3 228 * ARARIRMGBARED
listed on the Main Board of The Stock Exchange of BAEZXSMAERARER LT @ it
Hong Kong Limited, whereby 46,527,500 new shares AARIEER 1468 THEEERT
at the offer price of HKD14.6 each were issued by 46,527,500 R ¥TAR = 1T R RIEFD
the Company. The issuance of the new shares, net of BRAEGHA S REMBITRAERARE
underwriting commissions and other issuance costs, 527 3B BT BERAFBRMDEED
amounting to RMB527.3 million, led to an increase of RIEMARES OB EBILMARES21.4
share capital and share premium by RMB5.9 million BET °
and RMB521.4 million, respectively.
26 RESERVES 26 &
The following table shows a breakdown of the balance TRIREEAEREL [HEVBRMAKZ
sheet line item “reserves” and the movements in these ZRENFANES) o
reserves during the year.
Fair value
Currency  change due
Share-based  translation to own
Treasury Share compensation  differences  credit risk
shares premium reserves (Note)  and others Total
HEEEER
EiZE BANLAE
ERfH KiveE HRAHeRE (fit) EEBRHM @it
RMB’ 000 RMB’000 RMB’ 000 RMB’000 RMB’000 RMB’ 000
AEETR  ARETn  ARMTr ARETR ARETR  ARETR
At 1 April 2021 2021 54R18 - 109792 - 19345 116047 239,184
Issuance of ordinary shares in relation to the IPO EERAREELAR - 521,359 - - = 521,359
(Note 25e)) (Wi25e))
Fair value change of Preferred Shares due to AEEERRERNELR - - = - (18439) (18,439)
own credit risk (Vore 29) MEBES (Hi29)
Fair value change of bond due to BEEERBEHNES = - - - 1,083 1,083
own credit risk (Vore 29.7) NMEEED(HH29.1)
Issuance of shares for restrictive share unit EIRRHRDEMTERA (15,435) - - - - (15,435)
scheme (Note 25(t)) (Wizz25)
Share-based compensation (ote §/5)) RiOME (W) = = 95,021 - = 95,021
Currency translation differences EXZR - - = 84,672 = 84,672
Conversion of convertible redeemable preferred o~ BAEATEEFERERA - 4062014 = - (101423) 3960591
ordinary shares (Note 25(d) LER (WiE2o0)
Repayment of bond (Note 29.1) (8BS (291 - - - - 3,628 3628
Non-controlling interests acquired (Note 372)) B RER (1/2572) - - - - (30,030) (30,030)
Non-controlling interests disposed (Note 378)) BHESERER (W:t570) - - - - 49 49
As at 31 March 2022 R2022F3A31A (15,435) 4,693,165 95,021 98,017 (29,085) 4,841,683
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RESERVES (continued) 26 f#fE ()

Fair value

Currency  change due

Share-based translation to own

Treasury Share compensation differences  credit risk
shares premium reserves (Note)  and others Total

HEEERR

EiZE HENLAE
ER R ROEE REMEERE (i) EEBRAM @it
RMB’000 RMB’ 000 RMB’ 000 RMB’000 RMB’000 RMB’000
AEETR  ARBTR AR®Tn  ARETR  ARETR  ARETn
At April 2020 202084518 - 1478 5060 (166384) 117,916 71,380
Issuance of shares Eki - 4,733 (5,060) - - (327)
Fair value change of Preferred Shares due to AERERRERNELR - - - - 4457 4457

own credit risk NhEEEY
Fair value change of bond due to own credit risk AEEERRERNES - - - - (4711) (4711)
MEEEY
Re-designation of issued ordinary shares to ENEECETTERA - (9.729) = = = (9,729)
Series F Preferred Shares EREER

Currency translation differences EXZE - = - 179,729 = 179,729
Non-controlling interests acquired (Note 372)) B ARER (H378) - = = = (3,131) (3,131)
Non-controlling interests disposed (Mot 37/5)) BHEFERER (W) - - = - 2,402 2,402
Others £ - - - - (886) (886)
As at 31 March 2021 #0213 4318 - 109792 - 19345 116047 239,184
Note: Currency translation differences represent the B EREEERBREAEREETNAR (H

differences arising from the translation of the financial
statements of companies within the Group that have a
functional currency different from the reporting currency

of RMB for the financial statements of the Group.

WEEE

BIRARAEREHMBHRERNZ2 R

BEMARE) MBEHRMELNER -
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SO P B RRME

27 BORROWINGS 27 &R
As at 31 March
MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR%T T ARBEFIT
Included in non-current liabilities FTAERBASE
Unsecured bank borrowings (b) I RIRITIE (D) - 5,302
Secured other borrowings (c) HERBEAMER(C) = 18,566
- 23,868
Included in current liabilities FFARBERSE
Secured bank borrowings (a) BEMEITEK(a) 80,100 37,800
Unsecured bank borrowings (b) IR TIE (D) 57,263 143,970
Secured other borrowings (c) BEMEMERC) - 12,853
137,363 194,623
137,363 218,491
(a) Secured bank borrowings (a) FBEFBITER
Secured bank borrowings as at 31 March 2022 and R2022F ;202143 A31HHAF K
2021 bear annual weighted average interest rate at HIRITE R D BIIE4.47% K 4.49%H)
4.47% and 4.49%, respectively. FINEFIIN KGR -
The maturity of secured bank borrowings is as BHEMBITERVBNEABERLAT -
follows:

As at 31 March

M3A31RH
2022 2021
20224 20214
RMB’ 000 RMB’000

ARBTT ARBET T

Within 1 year 16 R 80,100 37,800
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BOFTHwRMEE

27 BORROWINGS (continued) 27 fEX(E)
(a) Secured bank borrowings (continued) (a) FEEFRTERE)
Secured bank borrowings of the Group are secured REBEHBERRITEREROT
as follows:
As at 31 March
MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000
AR%T R ARBEFIT
Time deposits with original maturity REHARBEB=EAA 95,290 65,706
over three months (Note 24(b)) TERE R (Hat24(b))
(b) Unsecured bank borrowings (b) EIKFBITMER
Unsecured bank borrowings as at 31 March 2022 MN20224F 202143 A31 &K
and 2021 bear annual weighted average interest HERITIE R D Hl1R4.63% [25.35% K
rate at 4.63% and 5.35%, respectively. FInFETFHF R -
The maturity of unsecured bank borrowings is as EERITERO B BABERET
follows:
As at 31 March
M3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR¥T T ARBETTT
Within 1 year 1FR 57,263 143,970
Between 1 and 2 years 15224 - 5,302

57,263 149,272
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27

BORROWINGS (continued)

(b)

(c)

Unsecured bank borrowings (continued)

Certain unsecured bank borrowings with additional
guarantees are as follows:

27

(i £
B FA

(b)

(%)

IR MRITER (H)

AT HEREIMEREEERRITETRN
™

As at 31 March

MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000
AR%T R ARBEFIT
Guaranteed by Zou Qifang, a director of the ~ HZEF (KAATIEE) HER - 30,000

Company

Such personal guarantees by the Company's
director were released on 2 August 2021.

Secured other borrowings

On 15 June 2020, the Company’s subsidiaries,
Beijing Shengbin Science Trade Co., Ltd. (“Beijing
Shengbin”) and Beijing Ruicheng Hospital
Management Co., Ltd. (“Beijing Ruicheng”), entered
into separate agreements for and leaseback of
property, plant, and equipment with FEIRRIFHEE
R ERAR (“REEREHE"), pursuant to which the
lease principals amounted to RMB9,640,000 and
RMB28,920,000, respectively, with interest accruing
at 5.6% per annum, and payable quarterly within 3
years.

Based on the assessment of management of the
Group, FREMNEHE did not obtain control of the
assets and the transfer of assets did not satisfy the
requirements of IFRS 15 to be accounted for as a
sale of the assets. Therefore, the Group continued
to recognise the assets and recognised borrowings
equal to the transfer proceeds according to IFRS 9.

The borrowings were fully settled in November 2021
before the maturity.

(c)

MAR R EFIRENZESEAERL
202148 A2 B -

B A H A E K

MN2020F6 A15H8 * AR K F
AREREWEERERAA ([ER
B ) R RmREREEERA
Al ([t B AN EEE
BrBRAE ([FEAMNERE]) Y
¥ MERREESREBES B
e BUHBAERESHRAARE
9,640,000 T X AR % 28,920,000
TC  IBEF K5 6%:E - AR=Z4F
RIEEE S o

REASEEERENL - PN
VERSEELEGE AEEBBY
A BRI BRE LR F155RAA
RINREBEEHENRE - At - A%
B A B AR BB B 15 3R 5 RIS 9 5%
REMEERERSREREMEK
HEER °

o

ERESI RN 2021 F 11 A 2 8845
=%
B

~




27

28

Annual Report 2021/22
2021722 E# s

Notes to the Consolidated Financial Statements

BOFTHwRMEE

BORROWINGS (continued) 27 fEX(E)
(d)  Fair value (d 2REE
The fair values of the borrowings are not materially BROARBEHERRETEENE
different to their carrying amounts, since the interest £ RE/ZFERNEMNF SR
payable on those borrowings is either close to EAITS T RN ERBRBANE -
current market rates or the borrowings are of a
short-term nature.
(e) Compliance with financial covenants (e) HEFHERE
The Group has complied with the financial HE2022F K 20213 A31 B ILE
covenants of its bank borrowings during the years R $¢IEL#E§E(TF FRED B 75
ended 31 March 2022 and 2021. 2
DEFERRED INCOME TAX 28 EEMBHR
The following is an analysis of the deferred tax balances NTREHEEBERZTINEBRER KR
presented on the consolidated balance sheet: BH) DT -
As at 31 March
MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000
AR¥T T ARBEFIT
Deferred tax assets BEBIAEE 56,677 28,630
Deferred tax liabilities EERIEB G (2,125) (3,125)
54,552 25,505
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SO P B RRME

28 DEFERRED INCOME TAX (continued) 28 REFIEH (&)
The following are the deferred tax assets and liabilities T RAEEREZE2022F £202143 A
recognised by the Group and movements thereon during THLEFERRBNECHBEEERABRE
the years ended 31 March 2022 and 2021. 2HIER -

Fair value
adjustments on
assets acquired

Credit loss in business
Tax losses allowance combinations Total
ERaftkE
EENARER
HEFR REFBERE Eil @t
RMB’ 000 RMB’ 000 RMB’000 RMB’000

ARBT T ARBT T ARBT T ARBT T

At 1 April 2020 R2020%451R 33,275 1,028 (3,843) 30,460
(Charged)/credited to profit or loss (MBRE)/ G A B% (6,083) 410 718 (4,955)
At 31 March 2021 R2021%63A31H 27,192 1,438 (3,125) 25,505
At 1 April 2021 1202154518 27,192 1438 (3,125) 25,505
Credited to profit or loss STABR 24,161 3,886 1,000 29,047
At 31 March 2022 R2022%3A31H 51,353 5,324 (2,125) 54,552
The deferred tax assets amounted to RMB14,660,000 and R2022%F 20213 A31H  BEHRE
RMB7,971,000, and deferred tax liabilities amounted to B AR 14,660,0007T & AK#7,971,000
RMB608,000 and RMB722,000 and as at 31 March 2022 TTRIEERAR 8 ARM608,000T RAK
and 2021 respectively are expected to be recovered within % 722,000 TTEHHR12EARKE - 7
12 months. The remaining deferred tax assets and deferred 20224 202143 A31 B KR SREEH A
tax liabilities as at 31 March 2022 and 2021 are expected BEEMECHBRERTHR 128 A B K

to be recovered after 12 months. = e
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DEFERRED INCOME TAX (continued) 28

The unrecognised deductible cumulated tax losses and
deductible temporary differences as at 31 March 2022 and
2021 are as the table below:

BOFTHwRMEE

ELEFTER ()

R2022F 2021438318 » AHERHA
MR R R EEE R IRE RS EE DR
KR

As at 31 March

MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000

ARBFTR AREBTRT

Deductible cumulative tax losses R B EEE

To be expired within 5 years M5 E A E| HA 177,548 233,195
Deductible temporary differences A EEEERE 1,504 18,461
CONVERTIBLE REDEEMABLE PREFERRED 29 w&E#uEEE LR

SHARES

Since the date of incorporation, the Company has
completed several rounds of financing by issuing preferred
shares to investors, namely, series A-1 Preferred Shares,
series A-2 Preferred Shares, series B Preferred Shares,
series C Preferred Shares, series D-1 Preferred Shares,
series D-2 Preferred Shares, series D-3 Preferred Shares
and Series E Preferred Shares.

The key terms of the Preferred Shares are summarised as
follows:

(a) Dividends rights

Each holder of Preferred Shares shall be entitled
to receive from the Company, out of funds legally
available, non-cumulative dividends per Preferred
Share held by such holder accrued at the rate which
is decided and declared by the Company’s board
of directors, when and if declared by the board of
directors, prior and in preference to holders of all
other current or future class or series of shares of
the Company, including the ordinary shares.

MRS AHIAK - KRB BBARE
EETBRER (A1 BRELR - A-2HE%
Bz - BEESTA - CHWELK - D-1#WE T
i - D-2@E%R - D-3WELRRERE L
) STER BEm AL E o

BB EBEFBAMT

(a) MREER

BREARBEASBERESS
KB BB - BAERARNRB A EME
BECRKER R (BREEB
BIFBEA  BRRRKRREBEE
A EREERNIFRFE &
ARREEGRENRE ML R
8 BEBREAAREELAENE
TR e

[m}
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SO P B RRME

29 CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

(b)

(c)

Conversion feature

The Preferred Shares shall be converted into
ordinary shares at the option of holders at any time
after the considerations of each series of Preferred
Shares were fully-paid, or automatically converted
into ordinary shares at the then effective applicable
conversion price upon the closing of the QIPO.

QIPO means an IPO managed by a leading
underwriter reasonably acceptable to Preferred
Shares’ holders, with the Company’s pre-money
market capitalization of at least USD1,000,000,000.

Redemption feature

Prior to revised and restated of memorandum of
association of the Company dated 29 January
2021, if there is (a) no QIPO until 31 December
2020 (“Redemption Commencement Date”) or (b)
occurrence of a material breach of any transaction
documents by the Company, any Preferred Share
holder (the “Requesting Holder") may, with written
notice, request that the Company redeems and
the Company shall redeem all or a portion of the
then outstanding Preferred Shares held by such
Requesting Holder (the “Redemption Shares”).

After the revised and restated of memorandum of
association of the Company dated 29 January 2021,
the Redemption Commencement Date is modified to
be (i) for Series E Preferred Shares’ holders, three
years from the issuance date, or after receiving
any notice of redemption by Series A — D Preferred
Shares’ holders; (ii) for Series A — D Preferred
Shares holders, 31 December 2021.

On 12 August 2021, the Company entered into an
addendum to the eighth amended and restated
shareholders agreement with all ordinary and
Preferred Shares holders to modify the Redemption
Commencement Date to after 31 December 2023.

29

AER A EEE LR (F)

(b)

(c)

IR R

BERAZRIHTAEARERERELR
HEZRAFREREBRSERE -
FRAERBRAMEETKRIZE
BEMHERERESSBHRALR

B o

BEREBRAMEEREAELERSES
BEAMAERINERAHEL
MAARBNBEMNMEEDL R
1,000,000,000E TTH EHIR AFES -

e

EEFTRERARAT B A20214
1A2OEMBHMERRE 2R - IR
(a)fE2020%F 12 A31H ([EEFHHEHE
) 2R BABRBE R AREER
(D)ARRBREERMEMRZ S X
B EAEERFEA ([FBRFE
AD A EE P EmBAAER TEK
KRNBER - AR E)AER ZBK
BEAFBENEZHHET D E R ARE
= HELR ([ERRG])

BT REMA AT HEA20214F 1
PA2oHMBHER KM% - BRI
A A ERIENRB()EREBLRES
AME ABZETAESRA =F Uk E
ABRZEDHEBLARIFTAE AN EMED
WA (NVEAREDHELRES
AME A20214F12 318 °

MR2021F8A12H » AR alEA
AR R B SRR AR AT S 5B N\ D 848
A REMAR R A AILAR - KB
FIgh B HifE 2k 5202312 A31HZ
1% ©
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29 CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

(c)

(d)

Redemption feature (continued)

Preferred Shares issued by the Company are
redeemable at the option of the holder after the
Redemption Commencement Date.
of shares that may then be legally redeemed by
the Company is less than the number of shares
requested to be redeemed (including but not limited
to the lack of sufficient fund), then the number of
shares redeemed from each Preferred Share holder
shall be reduced on a pro rata basis (calculated on
a total amount of entitlement basis). After that, the
remaining shares requested to be redeemed shall
be carried forward and redeemed as soon as the
Company has legally available funds to do so.

If the number

The redemption price shall be paid by the Company
to the Preferred Shares’ holders in an amount equal
to a simple six percent (6%) per annum interest of
the original issue price on each Preferred Share
accrued during the period from the issuance date
of each Preferred Share until the date on which the
redemption price is paid in full, and any accrued
pbut unpaid dividends.

Liquidation preferences

Liquidation happens if (a) there is any liquidation,
dissolution or winding up, either voluntarily or
involuntarily, of the Company and (b) deemed
liquidation events happen. Deemed liquidation
events include (i) any sale, disposition,
or conveyance by any Group entities of all or
substantially all of its assets; (ii) any merger or
consolidation of any Group entities after which the
holders of such Group entities’ voting securities
prior to such transaction own or control less than a
majority of the outstanding voting securities of the
surviving corporation (on an as-converted basis)
or other entity on account of shares held by them
prior to the transaction; or (iii) a sale of no less
than a majority of the outstanding voting securities
of any Group entities (on an as-converted basis).
The deemed liquidation events can be waived if it
is determined in writing by the majority Preferred
Shares’ holders that such event is not a liquidation
event.

lease

BOFTHwRMEE

29 TWEBRTHEEESR (8)

(c)

(d)

e (E)

ARRBRTHEERAIRGENEE
EBOFRGBMRED - HAREE
BRAZELNROBESNERE
B RO BE (BREETRREED
) AEERERAKRFEBEABERDDN
fin BMERIZLOIRD RTZEHE

SRBREEGTE)  HiE  2XRE
BRI ASEE  YNARAA
BEMRESFLAERERED -

EOERE R AR B4R E RS
BA BHAERBEEERETR
HEEEnEEE N ARLIHEE
BREERREITESFED Z7N(6%)

BT ER S - ARERAEHER
MRS ©

FEELE
BERATERTEE : (a)ARA
HBEABE - BAREER (TwA
FREE) R(b)RIEBEEHELE - B

EEEEHEE()EREEEBEM
HE  RE - HEXEEMBXEA
HBAEE : (i) WEBETEIELEMA
B EH - bt ZEEEBRE
AR GAFAEREEDZ SN E AR
EREHFELR (REEREE)
S EMEEBNIZIAFENROER
KR EERRBEIMIERER S
S(iEETMNEETEBHTORE
%ﬁ(ﬁ’]umkﬁﬁl\&m%ﬁ% (iZEE®m

) REBEEMHEZHELER
Hﬁ)\iﬁw % E A IEEHEFM
R R -
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29 CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

(d)

Liquidation preferences (continued)

Upon the occurrence of any liquidation, dissolution
or winding up of the Company, whether voluntary
or involuntary, the assets of the Company legally
available for distribution shall be distributed among
the holders of the issued and outstanding shares (on
an as-converted basis) in the following order and
manner:

Each holder of Preferred Shares shall be entitled to
receive for each Preferred Share held, prior and in
preference to any distribution of any of the assets
or surplus funds of the Company to the holders of
previous Preferred Shares and ordinary shares or
any other class or series of shares by reason of
their ownership of such shares, the amount equal to
one hundred fifty percent (150%) of the applicable
preferred issue price, plus all accrued or declared
but unpaid dividends on such Preferred Share. If the
assets and funds available for distribution shall be
insufficient to permit the payment to such holders of
the full preferred preference amount, the liquidation
preference amount will be paid to the Preferred
Shares holders in the following order: first to holders
of any Preferred Shares, second to holders of
class 1 ordinary shares, third to holders of class 2
ordinary shares.

29

AER A EEE LR (F)

(d)

REELE ()

WERRRFE - BEEFR (TR
BRER) - AIARQEAERH0IK
WEEERTIIEFETADIERTE
BITRBITEINED (REEHRESE)
FAA:

BREERFEARHEEEBRG
A BLET SRR E L ARE R R R ATB 5
PR B2 3 3 A% sk A 4A) L 0 %8 B 3 B ok AR
BB ANREUAR R B E ] & E A
Benk ©ESNERAELETE
MBS Z—BAT(150%) ' S MiE
B LKA R B T IRIEBEARZ AT
BRE o WEAIRSIREEREST
RUAREBFHAEABEZHELEZE
©  BIIR AT B 7 ) 2 5 AR AR R X A+
BEHELZES E—ATEHELR
NEBEA F_A1BETERNFE
AN FZREBEEBEERAFEEA -
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CONVERTIBLE REDEEMABLE PREFERRED 29

SHARES (continued)

Movements of the Preferred Shares during the years ended

31 March 2022 and 2021 are set out as below:

AER A EEE LR (F)

HE2022F N2021 43 A31BILEE - &
LR BB F T

RMB’ 000
AR¥T
At 1 April 2021 "2021%F4H81H 3,178,465
Issuance of Preferred Shares BITEEMR 475,585
Change in fair value DR EEZE) 559,528
Includes: change in fair value due to B BAEERBREIHN 18,439
own credit risk NhBEEH
Currency translation differences PE i =5 (107,601)
Conversion to ordinary shares (Note 25(d)) i AT B (MEF25(d)) (4,105,977)
At 31 March 2022 "2022F3HA31H -
Total change in fair value for the year included in STATEBERN AR EEES] 541,089
“Fair value change of Preferred Shares” WERNRRBEZSERE
At 1 April 2020 A2020F4H1H 2,463,404
Issuance of Preferred Shares BITEER 296,867
Reclassification of balance due to the BEZTEBRENIEEEHW 10,547
re-designation from issued ordinary ERRE R (Hit25(a))
shares (Note 25(a))
Re-designation to Series E Preferred Shares from BEFEEROENIEE A 196,712
the Redesignated Shares (Note 25(a)) Esm B 5Ch% (f7it25(a))
Change in fair value ARBEEZE 419,832
Includes: change in fair value due to BiE  BEEERREHRN (4,457)
own credit risk NAEEE
Currency translation differences PE =% (208,897)
At 31 March 2021 A2021E3H831H 3,178,465
Total change in fair value for the year included in TATEBERN AR EESS] 424 289

“‘Fair value change of Preferred Shares”

MERNRABEZEEE
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29

CONVERTIBLE REDEEMABLE PREFERRED 29 TnJE#&uELIELR (&)
SHARES (continued)
As at 31 March 2021, the Preferred Shares were classified M2021F3A31H @ B (i) ABBEDHRE T
as current liabilities, on the basis that (i) Redemption 4B ARER FiE B E 5 Bl 202143 A
Commencement Date for Series A — D Preferred Shares’ S1THE—FRN : M(i)EWELRIETE AL
holders is within one year of 31 March 2021; and (ii) Series WEIA ZDWESLRIFE AN IER B
E Preferred Shares’ holders can redeem after receiving HigEEELR  HELRESBEARDAE
any notice of redemption by Series A-D Preferred Shares’ i
holders.
Upon the Listing on 22 March 2022, all Preferred Shares 2022463 H228 tmfg - FTARERER
have been automatically converted into ordinary shares. IR A E B
The Preferred Shares were not traded in an active BERTMEERESFMSERS @ Al - &%
securities market, as such, the Group engaged an EZEB Y AEMRBITELR S RS EAT
independent valuer to assess the fair value of the Preferred HEERNAREE - REI AP S AR
Shares using a discount cash flow model. Key assumptions AR AT
using in the models are set out below:
As at 31 March
M3A31H
2021
20214
Discount rate PR = 17%
Risk-free interest rate 41 P ) 0.06%
Discount for lack of marketability (“DLOM") Bz 5 TR 10%
([FR=mEnmiEsT=El)
Volatility R 8 49%




29

Annual Report 2021/22
2021722 E# s

Notes to the Consolidated Financial Statements

CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

If the equity value of the Company had decreased by 10%
with all other variables held constant, the fair value of
Preferred Shares would have decreased by approximately
RMB309,300,000 as at 31 March 2021. If the equity value
of the Company had increased by 10% with all other
variables held constant, the fair value of Preferred Shares
would have increased by approximately RMB315,978,000
as of 31 March 2021, respectively.

Discount rate (post-tax) was estimated by weighted
average cost of capital as at each valuation date. The
directors estimated according to the risk-free interest rate
based on the yield of US Government Bonds with a maturity
life close to the QIPO timing as of the valuation date. The
DLOM was estimated based on the option-pricing method.
Under the option-pricing method, the cost of a put option,
which can hedge the price change before the privately held
share can be sold, was considered as a basis to determine
the lack of marketability discount. Volatility was estimated
based on the annualised standard deviation of the daily
return embedded in historical stock prices of comparable
companies with a time horizon close to the expected term.
Probability weight among redemption, liquidation and IPO
scenarios was based on the Company’s best estimates. In
addition to the assumptions adopted above, the Company’s
projections of future performance were also factored into
the determination of the fair value of Preferred Shares on
each valuation date.

Change in fair value of Preferred Shares was recorded
in “fair value change of Preferred Shares” in the
consolidated income statement, and the fair value change
in the Preferred Shares that was attributable to change
of own credit risk of this liability was recorded in other
comprehensive income/(loss).

29

BOFTHwRMEE

AER A EEE LR (F)

WARRRABERD10%mMATE EMES
REFEARE > BIR2021F3 A318 @ B
AR EEBRD AR 309,300,0007T ©
M AR AR ABEEINI0% MATE EMES
RizTE > BIEZE202143H831H ' BER
R EEAE A ARES15,978,0007T °

PIRE (BR) REHER N NEFHER
KRAMGEEH - EEREINPFRESER
BRARBERERZOINEEBRFEFHK
SERRERRANREFEREMAERHNTR
o RZmZRBETEREAEEEER
AR - REBEEEE  REHENRA
(RIS AFA B I 7 & AT B 1R
) RRIEFEERZMSRBUETRNE
% o R IRE TR R ] B A TR I H IR A0 AT
HRARNELREFRANETAKEFL
BREZMEEL - BQ  FERBERAME
SRR EREENA R BN REME ©
B LR AR RRSN  EEERSEERS
BEBRNRAEER  ARRRERRNE
RITNEBAER e

BEBRNDAEBEREBDTAAHEBERARN
[(EEBRONAABEED | MARZAED
BEREERREHMEBRNEBERAAEBE
A AR tE2EYE (BE) -
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29 CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

29.1

Bond

On 16 March 2020, a subsidiary of the Company,
Beijing Arrail Shengbin Medical Technology Co.
Limited (the “Bond Borrower”), signed an investment
agreement (“Original Bond Investment Agreement”)
where the Bond Borrower issued a bond with
principal amount of RMB200 million to an investor
(the “Bond Holder”). The Bond was drawn down and
issued on 10 April 2020. The Bond will mature on
the earlier date (the “Maturity Date”) of (i) voluntary
early repayment by the Group after one year from
issue date; (ii) four years from the issue date of
the bond; (iii) the holder of the warrants exercised
the warrants (Note 29.2) and requested for early
repayment from the Group, after one year from the
issue date of the Bond; or (iv) in any event of default
(i.e. default in payment, breach of representation,
etc.). The Bond interest rate is set at the rate of
5.8% per annum and will be paid semi-annually. In
the event that the Group elects to make a voluntary
early repayment, the Group will repay the principal
plus additional interest equivalent to a yield of
14.2% Internal Rate of Return (IRR) if there is no
QIPO or 11.8% IRR if there is a QIPO on the date of
election.

On 29 June 2021, the Bond Borrower and the
Bond Holder entered into a new bond investment
agreement (“New Bond Investment Agreement”) to
supersede the terms of the Original Bond Investment
Agreement. Pursuant to the New Bond Investment
Agreement, which provided a QIPO occurring
before 31 December 2022, the Bond Holder is
entitled to request the Bond Borrower to repay the
bond and its accrued interest within 15 days from
the date of such listing. Other terms are the same
as the Original Bond Investment Agreement.

29

AER A EEE LR (F)

29.1

(e

R2020FE3 16 H * ANARIMFAA
It RIERENBER AR AR ([E
HERAD 2E2REHZ ([REFH
®EWZE]) - Bt - EHFERAR—
BREE ([BEHEFEAD B11XE
HARKE20008ETHES - ZEFH
22020454 A 10 BRI 31T © 3%
BEHEBRATEERH ([2HE])
EIHR - ()BEEITREBH —FRADN
SEBRIEAMERN : (I)BEFET
BEAREET U A (i) A ESBTRE
BEF—FREZERAATEES (M
F£29.2) WEKAEEIRAIEN © X
(iv)B EmELEH (B R
ERRIE) - BEEHENEXREAETE
58% ' BYEFIN—K - MRAE
EEEQRIEAEN  AEESER
e ZMEIHINFIE (EHEREXRE
MEBRBRAAFHEENERAER
14.2%MNPREEIEREREE
BERXAREEAEEN11.8%KA
BRURES R ) o

M2021F6 A29H » BAERARE
HHEHE AN HFES R E R ([#FE
FREBZE])  URREEFEER
FWIER - RIBFEHFERE R Z - ¥
R2022F 12 A31 B Z R B LA B
BRAAREE  AEFREAGEE
KEHERARZ LT B H#B15KA
BEEHFREEAE o Hibffme
REFRERHZMAR -
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29 CONVERTIBLE REDEEMABLE PREFERRED 29 TW®EBuEEELK (&)
SHARES (continued)
29.1 Bond (continued) 20.1 &% (&)
The bond is presented in the consolidated balance BFEREHEEABEREINNET -

sheet as follows:

As at 31 March

M3H31H
2022 2021
20224 20214
RMB’ 000 RMB’000

AR¥FTR AR®BTRT

Current liabilities REAE
Bond issued, at fair value BARBEAENEETES - 167,345
The bond was secured by corporate guarantees BEHFNZ EEETEH R AERAR
from various group entities and the future service & 25 16 7K AT 22 1| 25 2 B8 A SR 2R B L
fee receivable from VIE Entities of the Bond RRTS & {E4E 4R -
Borrower.
Movements of the bond during the years ended 31 HE2022F K 2021E3A31 8 ILEF
March and 2022 and 2021 are set out below: EMBEAFLHEHINWT
RMB’ 000
ARETT
At 1 April 2021 720214818 167,345
Interest paid BERFLE (10,867)
Change in fair value NAEEZS 60,564
Includes: change in fair value due to BIE  BEREERBRERA (1,083)
own credit risk AR BEEZED
Includes: change in fair value due to B AEEFEENAREE 9,628
modification of bond &
Repayment of bond (Note) BEES (HF) (217,042)
At 31 March 2022 7202238318 -
Total change in fair value for the ARSI AR BEES] 61,647
year included in “Fair value change of bond” WEANRRBEZEERE
Note: On March 9, 2022, the Group elected to make Bia : 202243 F9FH « AEERE
a voluntary early repayment of the bond in full, BMBENRYEERS B
including principal and additional interest, in a K REIINFE » BEEAAN

total of RMB217 million. R#&217H&ETT °
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SO P B RRME

29 CONVERTIBLE REDEEMABLE PREFERRED 29 TW®EBuEEELK (&)
SHARES (continued)

29.1 Bond (continued) 20.1 &% (&)
RMB’ 000
ARET T
At 1 April 2020 71202064 H18 -
Issuance BT 151,608
Interest paid BERFLE (5,651)
Change in fair value NAEEZS 21,388
Includes: change in fair value due to BE  BEGEERBREIN 4,711
own credit risk DR EEZE
At 31 March 2021 #A2021%3H31H 167,345
Total change in fair value for the year FATESH AR EEES K 16,677
included in “Fair value change of bond” FRAREELBEE
The bond is not traded in an active securities BHEIEERBLFMERS - Bt -
market, as such, the Group engaged an RNEBZIEB YV GEMRANERS
independent valuer to assess the fair value of MEERTHESNALEE - BE
the bond using a discount cash flow model. Key HAnBENERREZERINAT
assumptions in determine of its fair value are set as
below:
As at 31 March
MA3A31H
2021
20214
Discount rate P = 14.15%
If the discount rate had decreased/increased by 1ﬁﬁfﬁiﬁ9/iﬂﬂ1%ﬁﬁﬁﬁﬁ/ﬁ\1ﬂ
1% with all other variables held constant, the fair “ﬂ%%T + Bl 202143 A 31
value of bond would have increased/decreased by CEAEH “ﬁ{g@ﬁ%ibu/jﬁty\%’\]

approximately RMB2,326,000 as at 31 March 2021. }\EE#%Z,SQG,OOOTT: o
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BOFTHwRMEE

CONVERTIBLE REDEEMABLE PREFERRED 29 TwE&aELOELK (&)
SHARES (continued)
29.2 Warrants 29.2 fEE

The warrants are presented in the consolidated
balance sheet as follows:

EENGHEERBRENWT ¢

As at 31 March

MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
ARETT AREET T
Current liabilities RBEE
Warrants, at fair value BAREEFENEE - 71,126

In connection with the issuance of a bond as
described in Note 29.1, warrants were issued to an
affiliate of the Bond Holder (the “Warrants Holder”)
in which the Warrants Holder has the option to
exercise one of following three rights: (1) subscribe
for class 1 ordinary shares of the Company at
the exercise price of the class 1 ordinary shares
set out in the warrants agreement (the “Warrants
Exercise Price”); (2) receiving cash profit between
the warrants’ fair value (the “Cash Profit Fair Value”)
and the Warrants Exercise Price; and (3) selling
the warrants back to the Company at the put option
price, which is determined by a certain formula
based on difference between 5.8% and IRR (a yield
of 14.2% IRR if there is no QIPO or 11.8% IRR if
there is a QIPO). The Cash Profit Fair Value is based
on either (i) if listed in public market: weighted
average market price of 30 days before exercise; or
(i) if not listed: last round equity financing valuation.
No warrants were exercised since the issuance of
the warrants.

On 29 June 2021, the Company, the Bond Borrower,
the Bond Holder and the Warrants Holders (the
“Bond and Warrants Parties”) entered into a deed of
termination and undertaking, pursuant to which, the
Bond and Warrants Parties agreed that the warrants
shall be cancelled immediately (Note 29.3).

AT 291 Fril - BLEFEEITM
= ERESIFEANEBAR ([H#
BREAAN]) BITEE  EEFBEA
BEBRERITEAT ZBENE R —
1B : () RREBEAMESE1ETRRY
TEE ([RHETEE] RBEAAA
1EEEE ) REES AR EERE
EFEITHEEZFANESFE (3R
BARBAE]D 0 R(I)IRRBIGHEE
(T3425.8% AWM E R (BEELE
BEXAREERIE14.2% KA
HEXNEFEERBRNAHESAIR
11.8% AW mE) R =Rt
EHETHEAETE) AAAREE
HEE - BEFBALBEDLGMAA
FmE LW - APIRITEEAT30 B A AN
FHHE ¢ k(iR LT AliR&E
—HRABEGENE - BREFHET
VAR AR 4B i 2B B T T (6 o

w

i}

M2021F6 A29H » ARQF] - EHME
FA - EERFEARBERBA([E
FRIEFESZT ) FTM I R R
B Bt BEFRESESIREER
AT BNEESH (F13E29.3) o
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29 CONVERTIBLE REDEEMABLE PREFERRED 29
SHARES (continued)

AER A EEE LR (F)

29.2 FEFH ()

HE2022F %2021 63A318 1LF
EREBZEEHINMT

29.2 Warrants (continued)

Movements of warrants during the years ended 31
March 2022 and 2021 are set out below:

RMB’ 000

AR®T T

At 1 April 2021 "2021F481H 71,126
Change in fair value NAEEE 13,686
Currency translation differences MEHZRE (1,094)
Termination of warrants (Note 29.3) 1L (K7729.3) (83,718)
At 31 March 2022 7202263 H31H -
Total change in fair value for the year FTATREN AR BEZE B 13,686

included in “Fair value change of Warrants” FRAREELHETE

At 1 April 2020 1202064 H18 -
Issuance #IT 48,392
Change in fair value NAEEZES 26,802
Currency translation differences PEH =58 (4,068)
At 31 March 2021 "202153H31H 71,126
Total change in fair value for the year FIATEENARBEZS] M 26,802

included in “Fair value change of Warrants”

FARABEZDER
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BOFTHwRMEE

29 CONVERTIBLE REDEEMABLE PREFERRED 29 TW®EBuEEELK (&)
SHARES (continued)
29.2 Warrants (continued) 29.2 % (&)
The warrants are not traded in an active BEMNERESFTISERS - Bt

securities market, as such, the Group engaged
an independent valuer to assess the fair value
of warrants by using a binomial-tree model. Key
assumptions in determining its fair value are set out
below:

A B R 1 AR = U
M EREN AR EE - RERAR
EEAOBREREIIT :

As at 31 March

M3A31H

2021

20214

Volatility PR 46%
Risk-free interest rate R B A= 0.64%

Management considers that the change in the equity
value of the Company is the most sensitive factor to
the fair value of the warrants. If the equity value of
the Company had decreased/increased by 10% with
all other variables held constant, the fair value of the
warrants would have been decreased/increased by
approximately RMB5,837,000 as at 31 March 2021.

BEEERE  ARRAEBEZIHE

BRRBENZHEEE - HARQ
BRI ANEER L B n10%m T A
Hh S REFERE - AlR202143 A
318 ' EENARBEBRLD
M# A R#5,837,0007T °
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SO P B RRME

29 CONVERTIBLE REDEEMABLE PREFERRED
SHARES (continued)

29.3

Derivative liabilities

On 29 June 2021, the Bond and Warrants Parties
entered into a deed of termination and undertaking,
pursuant to which, the parties agreed that (i)
the warrants shall be cancelled immediately
and the warrants documents shall be terminated
immediately and irrevocably; (ii) in full consideration
of the cancellation and termination of the warrants
documents, the Company shall pay to the Warrants
Holder an amount of USD15.62 million on or
prior to the third business day from the date of
consummation of an IPO; (iii) in the event that (y)
the Company fails to consummate an IPO on or
prior to 31 December 2022; or (z) the Company
contemplates a trade sale, the Bond and Warrants
parties shall, by no later than 5 business days from
the re-entry date (in the case of (y)) or by no later
than 30 Business Days before closing of any trade
sale (in the case of (z)), re-enter into a warrants
purchase agreement, a warrants instrument and the
warrants, in each case in form and substance the
same as the warrants documents (Note 29.2).

In March 2022, the derivative liabilities were settled
by the Company to the Warrants Holder amounting
to USD15.62 million (equivalent to RMB99,148,884).

29

] B 46 T B O] B SR PR (48)
29.3 fT4HAE

M2021F6 A29H - BAREESH
S DRI R - B &
FRE : (I)EEEANGEE  BEX
fERESTBD R N A UE AR UE ¢ (i) 1A
MR IEREBE N BEE - R
ARIERE R ARZEEER B AR
FoEALEBEARZATAEEZS
AZH15.62EEETT ¢ (i) (y) 4
NAIREER2022F 12 A31 Bk Z Al
ERERARAEE  (z) AR A#
EIIRSGEE  BHFEREZSHER
SRIAE (F(y)M =) Be5EE%R
RAEMRZHELER (Fi(z)E) K
SOMMEXEB AT - EFFIVIEZEEE
i EBXEREE  REEBR
T EERARARY EEE AR
(fizE29.2) -

R2022%3 A * AARIEREZIFA
ANEESTEAE15.62B8ET (17
LN ARE99,148,8847T) °
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CONVERTIBLE REDEEMABLE PREFERRED 29

SHARES (continued)

29.3 Derivative liabilities (continued)

Movements of derivative liabilities during the year

ended 31 March 2022 are set out below:

BOFTHwRMEE

AER A EEE LR (F)

29.3 fTHEEE (E)

HZE2022%3A31BIEFEMPITAR
BEEBFTIT ¢

RMB’ 000

AR®T T

At 1 April 2021 720214818 -
Recognition of derivative liabilities HWRITEBE 94,854
Change in fair value NAEEZES 6,005
Currency translation differences EH ZRE (1,711)
Termination of derivative liabilities BIEPTEAE (99,148)
At 31 March 2022 #A2022%3H31H -
Recognition of derivative liabilities WRITEBE 94,854
Termination of the warrants (Note 29.2) LR (i29.2) (83,718)
Fair value difference between termination of the 4R IFEFEBRERITEBEZEH 11,136

warrants and recognition of derivative liabilities

NREEEZRE

TRADE AND OTHER PAYABLES

30 ESZRHMENSRKE

As at 31 March

M3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
AR®T T AR®ET T
Trade payables & 5 e 70I8 74,211 121,320
Other payables E e 5RE 198,894 173,348
273,105 294,668
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30 TRADE AND OTHER PAYABLES (continued) 30 ESRHMEMSKEE)
Ageing analysis of trade payables of the Group based on REBEZREZAHE S OE S ENFIBRE
invoice date is as follows: DITET

As at 31 March

MA3A31H
2022 2021
2022 20214
RMB’ 000 RMB’000

ARETT ARETT

Up to 3 months THE@31E A 38,755 65,180
3 to 6 months 3Z61EA 11,154 25,535
6 months to 1 year 6EAE14F 8,462 17,061
Over 1 year iRl F 15,840 13,544

74,211 121,320
The breakdown of other payables is as follows: HAtbEFRIERIBRMAN T -

As at 31 March

MA3A31H
2022 2021
2022 F 20214
RMB’ 000 RMB’000

ARETT ARETT

Amounts due to minority shareholders B DB R IR 7,325 16,906
Amounts due to former shareholders e RTERY BRI 7,836 14,366
Amounts due to related parties (Note 35(c)) FE < B BS: 75 5B (M15#35(¢c)) 7,114 21,130
Loan from a related party (Note 35(c)) R B @R E R (M5£35(c)) - 3,618
Employee benefits payable EfEERA 80,607 72,780
Consideration payable for acquisition of additional 4B+ RIZESME 25 FE 4B 36,500 =
interest in a subsidiary (Note 37(a)) (H&t37(a))

Taxes payable FEBIIE 9,467 13,417
Listing fees FHEA 24,493 =
Others Hity 25,552 31,131

198,894 173,348
The carrying amounts of trade and other payables were B REMBENRENREMENIARE
denominated in RMB and approximated their fair values B BRIHEHERE  HEAREEME

4+

due to their short-term maturities. He°
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31 BUSINESS COMBINATION

(a)

Acquisition of business of Dalian Shahekou
Bailixia Dental Clinic

Dalian Shahekou Bailixia Dental Clinic is a
business that provides dental services to individual
customers.

In December 2020, the Group signed an agreement
to acquire a 51.22% equity interest of the business
of Dalian Shahekou Bailixia Dental Clinic for
consideration of RMB3.00 million and intangible
assets disposed of RMB0.44 million. The excess of
the consideration over net fair value of assets and
liabilities acquired amounting to RMB2.41 million
was recorded as goodwill.

The following table summarises the total purchase
consideration for acquiring the business of Dalian
Shahekou Bailixia Dental Clinic, the fair value of
assets acquired, and the liabilities assumed at the

BOFTHwRMEE

31 XEKE6t

(a)

W iEDalian Shahekou Bailixia
Dental Clinic {7

Dalian Shahekou Bailixia Dental
ClinicR—RAEARFRME O L
BRI -

R2020F 128 » AEBEEH=®
MAR®I 00E&E T MATH EER
BEANREMEETLIEASE W
B&Dalian Shahekou Bailixia Dental
Clinic ¥ /51.22% % # - L BB
BB EEMABFEFAABENE
DEANRE241EHEL  HEBFTAR
£ 5

THRBANKEBKEDalian
Shahekou Bailixia Dental Clinic3
BEREE N ERAMIKEEEAKR
EEBENAAEE :

acquisition date:

31 December

2020
20204
12A31H
RMB’ 000
AR¥TR
Consideration H{E
Purchase consideration BEHE 3,000
Settlement of pre-existing service contracts EERBHRBER 442
(Note 16) (Hiz£16)
Total purchase consideration BT EME 3,442
Recognised amounts of identifiable assets BRI EER IREEEN
acquired and liabilities assumed ERZASHE
Cash and cash equivalents RERREFEY 1,049
Prepayments, other receivables and TEfTFRIE - H A EUGRIA R E MR B 108
other current assets BE
Intangible assets: brand (Note 16) BILEE : @& (KiZ16) 485
Intangible assets: non-competitive agreements ~ EFEE : JEmFEHEMAEFBE 600
and customer relationship (Note 16) (HteF16)
Other payables and accruals HAth AT 38 R FERT B A (10
Deferred tax liabilities EEBEBE (10
Total identifiable net assets AR FEELE 2,034
Less: Non-controlling interests B FERE R (997)
Add: Goodwill (Note 17) m: (A7) 2,405

3,442
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31 BUSINESS COMBINATION (continued) 31 EKepft(E)
(a) Acquisition of business of Dalian Shahekou (a) UWEEDalian Shahekou Bailixia
Bailixia Dental Clinic (continued) Dental Clinic 37 (4&)
31 December
2020
20204
12A31H
RMB’ 000
AR®T T
Outflow of cash to acquire the business, WEBEKNE SR
net of cash acquired (MR8 RE)
Cash consideration ReHE 3,000
Less: Cash and cash equivalents acquired B FRReREeSED (1,049)
Net outflow of cash — investing activities RERHBE - RETH 1,951
The goodwill is attributable to Dalian Ruisheng B NN N e R
Baojia Dental Clinic’'s synergies expected to arise A 52 BT 1% T8 BREE A B0 5% S 15 19 153 (R
after the Group'’s acquisition of this business. RJE °
(b)  Other information (b) HfbER
The acquisition-related costs were not significant WHEBBNK AT TER - EREE
and were charged directly to administrative 20213 A31BIEFEMITHRASE
expenses during the year ended 31 March 2021. BEHIBR -
The post-acquisition revenue and net loss REZE2021F3A31BIEFE © £X
contributed by the acquired businesses above were FIT Ui i 2 75 Y W B 18 A RS S 18 3
not material to the Group during the year ended 31 REBMELAENR o

March 2021.
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BOFTHwRMEE

CASH FLOW INFORMATION 32 HEREBEH
Cash generated from operations (a) KEFBRS
Year ended 31 March
BE3ASIALEE
2022 2021
20224 20214
RMB’ 000 RMB’000
AR¥TR ARBETTT
Loss before income tax CRREE T ] (709,911) (581,744)
Adjustments for: AT SIEELFHE -
Depreciation and amortisation & NN 246,303 228,991
Share-based compensation A& 17 B < 95,021 =
Re-designation to Series E Preferred BEETEBRRELR - 196,712
Shares from issued ordinary and BHIETE REWE LR
Preferred Shares
Net (reversal of impairment losses)/ CRIEES CRERE (4,585) 5,476
impairment losses on financial assets #&E),/REER
Fair value change of Preferred Shares BERNAREBEEZH 541,089 424,289
Fair value change of bond BEFNALEEESD 61,647 16,677
Fair value change of warrants EENAREEZD 13,686 26,802
Fair value change of derivative liabilities $T4£BENA AL BEES 6,005 =
Fair value difference between termination % IFEFEERITEBE 11,136 =
of the warrants and recognition of 2B AR EEER
derivative liabilities
Net losses on disposal of property, HEME - WE KRB 58 5,002
plant and equipment FE R
Net fair value gains on financial assets RAREEFABRN SR (5,044) (6,138)
at fair value through profit or loss BEMNFAABEKR
Share of net loss/(profit) of associates fF A AR S8 & 411 (2,602)
and joint ventures accounted for using ARRAEENEIFEE
the equity method (FIE)
Finance costs — net VTS AR 47,365 44,333
303,181 357,798
Changes in working capital BEESEH
Decrease/(increase) in trade and B 5 REAMERGRIER LD 42,593 (54,034)
other receivables (3 hn)
Increase in inventories FEIEM (8,044) (3,571)
Increase in prepayments TR FRIBIE AN (23,656) (47,166)
Decrease in contract liabilities aRBERD (15,515) (28,561)
(Decrease)/increase in trade and B 5 R H M FER FRIAE (57,246) 25,793
other payables (R, &
Cash generated from operations RERBRE 241,313 250,259
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32

CASH FLOW INFORMATION (continued)

(b)

Non-cash investing and financial activities

Non-cash transactions are primarily related to the
changes in other payables related to property
and equipment and intangible assets additions
described in Note 14 and Note 16, the addition of
right-of-use assets and lease liabilities described
in Note 15, the re-designation of ordinary shares
and Preferred Shares for the issuance of Series E
Preferred Shares described in Note 25, modification
of the Bond (Note 29.1), and termination of the
warrants and recognition of derivative liabilities
(Note 29.2 and 29.3). Excluding these, there were
no other material non-cash investing and financing
transactions for the years ended 31 March 2022 and
2021.

32

RERnEER (H)

(b)

FRERERBMETED

FBRERFGETEHEM T 14 RME16
FiT 2t BB 9 3 K% 5% 5 A R 4B 2 8 EE 3 0
EHENEMEMRESE « MisE15
FratEAEEERTEAEEMN -
sk o5 it LB 1TESR B LR EH
BELBRRELEK  ARES (N
FH290.1) AR IFEFEERITES
& (MizE29.28%29.3) BRI - BRItz
SN BIZE2022F K 202163 A31H
IFETEEMEAIFBSRE LR
BRG o



Annual Report 2021/22
2021722 E# s

361

Notes to the Consolidated Financial Statements

BOFTHwRMEE

32 CASH FLOW INFORMATION (continued) 32 HEREBEH (F)
(c) Reconciliation of liabilities generated from/ (c) MEFTEHME (A BENHE
(used in) financing activities
Liabilities from financing activities
REEDHEE
Interest
payables
Convertible (included in
redeemable trade and
preferred Derivative Lease other
shares Bond Warrants liabilities liabilities  Borrowings  payables)
FERFIS
TEs (FAE%
R REMER
BiR &% BE fTEEE HESRE {25 3E)
RMB’ 000 RMB’000 RMB’ 000 RMB’000 RMB’000 RMB’ 000
ARETR  AR%TR ARMTR ARETR  ARETR ARETR
Liabilities from financing #2021 E3831BH 3,178,465 167,345 71,126 - 643,147 218,491 817
activities asat 31 March ~ BEFHAR
2021
Cash inflows BEMA 475,585 - - - 131,234 -
Cash outflows Bemi - (227,909) - (99,148) (198,586) (213,190) (18,787)
Changes in fair value DrEEED 559,528 60,564 13,686 17,141 = = -
Conversion of Preferred BAREREEAR  (4105977) - - - - _ _
Shares to ordinary shares
Termination of warrants R\ AT - - (83,718) 83718 - = =
and recognition of af
derivative liabilities
Leases BE - - - - 271904 - -
Accrued interest st HIE - - - - 36,843 828 17,970
Foreign exchange adjustments & 3 55% (107,601) = (1,004) (1,711) - - -
Liabilities from financing ~ A2022F3 531 A - - - - 753,308 137,363 -
activities as at 31 March ~ REEHER
2022
Liabilities from financing ~ A2020F3 531 A 2,463,404 - - - 653,526 288,000 3
activities as at 31 March ~ REEHER
2020
Cash inflows BERA 296,867 151,608 48,392 - - 297,858 -
Cash outflows Eemi - (5,651) - - (188,964)  (367,367) (18,712)
Changes in fair value NrEEEY 419,832 21388 26,802 - = = =
Reclassification of balance ~ AEETLRBREH 10,547 = = - - = =
due to the redesignation EEERMEREN
from issued ordinary shares 5%
Re-designation to Series E~ BEFMRERNER 196,712 = = - - = =
Preferred Shares fromthe BT AERELR
Redesignated Shares
Leases i - - - - 146,197 - -
Accrued interest st HIE - - - - 32,388 = 19,526
Foreign exchange adjustments & 7 5% (208,897) = (4,068) = - = =
Liabilities from financing #2021%3 3101 3,178,465 167,345 71,126 - 643,147 218,491 817
activities as at 31 March ~ REEHEE

2021
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33

34

CONTINGENCIES

As at 31 March 2022 and 2021, the Group did not have any
material contingent liabilities.

COMMITMENTS
(a) Capital commitments

Saved as disclosed elsewhere, significant capital
expenditure contracted for at the end of the
reporting period but not yet incurred is as follows:

33

34

HRER

MR2022F 2021438310 @ KEEIL &
ERMERIAEE -

ARIE
(a) EAEIE

BRE A 5 FTIREE SN - RIEHIRE
AR EBERAREENEREARF N
™

As at 31 March

R3A31H
2022 2021
2022F 20214
RMB’ 000 RMB’000

ARBTR AR®BTT

Property, plant and equipment Wz - BB kA 16,094 8,384
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35 RELATED PARTY TRANSACTIONS
Names and relationships with related parties (a) BEHMAHZEBRARESWER

(a)

The following companies are significant related
parties of the Group that had transactions and/or

BOFTHwRMEE

35 BEEAIXS

AR RBAREE20224F k20214
3HmH¢¢Fﬁ$¢lﬁ*%&/

balances with the Group during the years ended 31 SRR A S B E R T o

March 2022 and 2021.

Name of related party

Relationship with the Group

BHS A8 B 7 £ B Y B 1R
Zou Qifang Director of the Company
BE KARES

Hangzhou Jarvis

MMERR

Hangzhou Shengchao Medical Technology
Company Limited (“Hangzhou Shengchao”)

N FR B R R R A R A F ([HN 2% 1)

BMERE

BRI R

j-l:/?\@/k

Beier Holdings Limited

Rise Day Holdings Limited

Ever Respect Limited

Qin Jessie Xin

¥

Qiming Venture Partners Il, L.P.

Qiming Venture Partners II-C, L.P.

Qiming Managing Directors Fund I, L.P.

Entity controlled by a close family member of a director
HERMNTREGRNER

Entity controlled by a close family member of a director

HERIREHN TR
Associate of the Group
REEH LR A)

Associate of the Group
REEHE QA

Joint Venture of the Group
REEEZ QT

Entity controlled by a director
HERZEHNER

Entity controlled by a director
HESZHHNER

Entity controlled by a director
HREFEGHNER

Director of the Company
RRARES

Shareholder of the Company
ZANNGIL &

Shareholder of the Company
ZNNGIL

Shareholder of the Company
RARKRR
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35 RELATED PARTY TRANSACTIONS (continued) 35

(b)

Significant transactions with related parties

The following significant transactions were carried
out between the Group and its related parties during

the years ended 31 March 2022 and 2021.

In the

opinion of the directors of the Company, the related
party transactions were carried out in the normal

course of business and at terms negotiated between

the Group and the respective related parties.

MBI X5 (&)
(b) EHEBINEAXRS

REZE2022F k202143 A31H 1k
FE - $§%£ﬁi/ﬁ\ﬁﬁﬁé"7ﬁ%ﬁu7’i
ARG - KRRIEZRA  BHH
%MAE%%%@&EP&M%@AD
BAES 75 2 [ 155 P8 RO R RGEE 1T ©

Year ended 31 March
HBZ3A31BILLEE

2022 2021
20224 20214F
RMB’ 000 RMB’000
AR%T T ARBTIT

Sales of goods HEEm
Hangzhou Shengchao N A% #A 1,897 10,334
BMERE = ESIR 1,795 1,892
B ER R ER 124 32
3,816 12,258

Purchases of goods BEEm
Hangzhou Shengchao o 8% & 20,902 16,030
LR ER bR ER 7,551 5,746
28,453 21,776

Receiving services BXR%
Hangzhou Shengchao )N A% #A 563 581
563 581

Loans to related parties M) B T IR E K

BB R BB R - 1,500
Bl V€3 I RER - 150

= 1,650
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BOFTHwRMEE

Balances with related parties

The following balances are outstanding as at 31
March 2022 and 2021 in relation to transactions with

related parties:

BBAERS ()
(c) EERAEETS MOAEER

B -

AR 5B BHNERR
20226 k202143 A31H AR

As at 31 March

MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
ARET T ARBT T
Prepayments to related parties TS B D 5 A
Trade nature BESME
bR ER IR ESR 12,269 -
Trade related receivables 2 5 e R IE
Hangzhou Jarvis PN ER B - 1,575
Hangzhou Shengchao N % #A 5,245 13,524
BN ER BN ER 3,608 1,813
bR bR ER 4,613 3,989
13,466 20,901
Amounts due from related parties (Note 22)  FEUREAE: 5 208 (f1:t22)
Non-trade nature HEZIE
Hangzhou Shengchao o 8% #H - 42 359
PR R R - 93
b RER b RER - 2,139
Rise Day Holdings Limited Rise Day Holdings Limited 1,359 8,651
1,359 53,242
Trade related payables 2 S RBEEN A
Hangzhou Shengchao N A% #A - 26,521
b RER B VE S 1,254 1,395
1,254 27,916
Amounts due to related parties (Note 30) FES A 75 5108 (K72£30)
Non-trade nature FEZIE
Zou Qifang BEF 151 2,351
Rise Day Holdings Limited Rise Day Holdings Limited - 3,068
Qin Jessie Xin 2 - 2,568
Qiming Venture Partners Il, L.P. Qiming Venture Partners Il, 6,317 11,925
L.P.
Qiming Venture Partners II-C, L.P. Qiming Venture Partners 553 1,044
lI-C, L.P.
Qiming Managing Directors Fund II,L.P. Qiming Managing Directors 93 174
Fund II,L.P.
7,114 21,130
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(c) Balances with related parties (continued)

RELATED PARTY TRANSACTIONS (continued) 35

BB LX5 (&)

(c) EREAEET MAER ()

As at 31 March

MA3A31H
2022 2021
20224 20214
RMB’ 000 RMB’000
ARYET T ARBEFIT
Loans to related parties (Note 22) M B IR E R (HiE22)
Non-trade nature FEZIE
Zou Qifang BEF - 3,698
Ever Respect Limited Ever Respect Limited = 19,714
Beier Holdings Limited (i) Beier Holdings Limited (i) - 87,169
R B R (77) PR R (1) 1,500 823
b REZ b REZR - 430
1,500 111,834
Loan from a related party (Note 30) B B3 (K77£30)
Non-trade nature HEZIE
Zou Qifang BEF - 3,618
As at 31 March 2021, outstanding balances due M2021F3A31H « B/ FEUES

to/from related parties, loan to/from Zou Qifang
and loan to Ever Respect Limited were unsecured,
non-interest bearing and repayable on demand.

Notes:

(i)

The loan to Beier Holdings Limited, amounting
to USD13,264,349, is secured by 396,827 class
1 ordinary shares of the Company, with interest
accruing at 3% per annum, and repayable on
the earlier of (i) the date falling on 12 months
from the IPO, and (ii) 31 December 2023 (Note
22). Such loan amounted to USD13,264,349
(equivalent to RMB87,169,000) as at 31 March
2021, was fully settled in October 2021.

As at 31 March 2022 and 2021, loans to &
B ®, with gross balances amounted to
RMB1,500,000 and RMB823,000, respectively,
were unsecured, with annual interest rates
ranging from 0% to 7%, and repayable in 1
to 3 years from the borrowing date. The loss
allowance for loans to JEFER as at 31 March
2022 and 2021 amounted to RMB823,000 and
RMB823,000, respectively.

A REEES MPEFREER
A BEFSEFR K AEver Respect
Limited REERAEER - 28K
REREE -

(i) mBeier Holdings Limited#z
HEE 13,264,349 F TTIAN
AF]396,827 J% 145 I i@ AR (E K
o IRERNRI%EE - AR
(WBXAMEESRT12E/E
B R (i) 20234F12A318 (M
RRERAE)EE (HiE22) -
ZEERN2021E3A318H
£ %/513,264,349% T (%
RAR#87,169,0007T) ¥ &
R2021410 ABEEE -

(ii) R20224F 202143 H318 -
MR R IR A E R
RiEHD R B AREA,500,000
TR ARE823,0007T @ 7
ENFO0%ET% » AAERE
HRR—ZE==FWEE - )R2022
FR2021F3A318 - EREE
REFNEBREEIIAEAR
#%823,0007T & A R#¥823,000
=
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RELATED PARTY TRANSACTIONS (continued)

(c)

(d)

Balances with related parties (continued)

The amounts due from Hangzhou Shengchao, &R
JE®R and 1t REEZE and loans to related parties as
at 31 March 2021 amounting to RMB42,359,000,
RMB93,000, RMB2,139,000 and RMB111,834,000,
respectively were settled during the year ended 31
March 2022.

The amount due to Zou Qifang as at 31 March 2021
amounting to RMB3,618,000 was settled during
the year ended 31 March 2022. The remaining
amounts due to related parties as at 31 March 2022
were withheld from certain related parties for PRC
tax purposes, and the settlement of such amounts
depends on the progress of tax declaration and tax
filing with the PRC tax authorities.

Key management personnel compensation

35

BOFTHwRMEE

BB LX5 (&)

(c)

(d)

EERARE T MY AR R ()

7202143 A31 AREURITINERER « 7
7V BRI 3b BB 2 O R I8 LA R () B
T RHEERD A A AR 42,359,000
7T AR®93,000T ° AR
2,139,0007t & A R #111,834,000
I BREE2022F3 A31HILFE

BIE -

R2021F3 A31 BENBEFSHFHIE
AR%3,618,000 7T E RE £ 20224
3A31HIEFEEE - 1202243 A
I1HEMEERSNFSBREEeE T
B A INAERF R E R - Mz
LRBHBEBURRER ER IS4
WIBMTH BRI RS EROEE o

TEEEASHMH

Year ended 31 March
BZE3HABIBLEE

2022 2021

20224 20214

RMB’ 000 RMB’000

AR¥T T AREEFIT

Wages, salaries, bonuses and TE #He AR 8,077 8,135
other allowances Hopth 2 8L

Share-based compensation expenses f& 5 B & 2 35,914 =

Social security costs and contributions to HEREXAREEAESR 528 323

housing provident fund HR
Allowances and benefits in kind EBL R EYEF 1,818 1,657
46,337 10,115
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36 BENEFITS AND INTERESTS OF DIRECTORS 36 EEREANRAE
(a) Directors’ emoluments (a) E=FM
The remuneration of every director and the chief B E2022F N2021F3A31HIEF
executive officer for the years ended 31 March 2022 E&EE RITEAEH MEH Y a0
and 2021 is set out below: T~
For the year ended 31 March 2022: HE2022F3A31HIEFE -
Employer’s
contribution
toa
Allowances retirement
Discretionary ~ and benefits benefit ~ Share-based
Fees Salaries bonuses in kind scheme compensation Total
BHEH
2ER SEY
Name #e e #é BiEwA BNEA e e Ri#e @t
RMB’000  RMB’000 RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
ARBTR ARETR ARBT R ARETR ARETT  ARBTR
Chairman K
Zou Qifang PEF = 1,204 - 1,818 - 13,410 16,432
Directors Zz
Zou Jianlong Bz - 474 - - 66 4,683 5,223
Qi Yong (Note (i) Qi Yong (A7) - 240 - - 49 - 289
Qin Jessie XIN £Z) - 518 - - - 1,017 1535
Zhang Jincai (Note (i) 857 (ki) - 2,040 - - 92 3,076 5,208

Zhou Wei (Note (i) Zhou Wei (472 (1) - = = - - - -
Qiu Yumin (Note () Qiu Yumin(#iz2(}) - - - - - - -
Denis Francis KINANE ~ Denis Francis - - - - = - -
(Note (1) KINANE (4722()))
Xu Xiaoou (Nofe (7)) Xu Xiaoou (472 (i) - - - = - - -
Miao Jingwen (Note () Miao Jingwen - - - = = - -
(W)
1518 (At i) - - = = - - -

Liu Xiaomei Michelle 2
(Note (i)

Sun Jian (Note (i) R HE0) - - = = = o -

Zhang Bang (Note (i) RE: (Hiz (i) - - = = = - -

Total &3t = 4,476 1,818 207 22,186 28,687
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36 BENEFITS AND INTERESTS OF DIRECTORS 36 ZEZ®EMEFH (&)

(continued)
(a) Directors’ emoluments (continued) (a) EZ=FM(E)
For the year ended 31 March 2021: BZE2021F3A31HILEFE :
Employer's
Allowances  contribution to
Discretionary ~ and benefits a retirement Share-based
Fees Salaries bonuses inkind  benefit scheme ~ compensation Total
RIENETED
Name #4 ik e RERA 2ERENET B el @5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR ARETT  ARETR ARETT ARETT  ARETR
Chairman E
Zou Qifang Pax - 941 144 1657 - - 2742
Directors EZ
Zou Jianlong Palz - 257 172 - 14 = 443
Qi Yong (Note (j) Qi Yong (#7t() - 256 86 - 86 = 428

Qin Jessie XIN g = 1,019 210 = = = 1229
Zhou Wei (Nots (i) Zhou Wei (#122())) - = -
Hu Xubo (Note (i) Hu Xubo (42 - - - - - = -

Qiu Yumin Qiu Yumin - - - - - - -
Denis Francis KINANE  Denis Francis 272 - - - - - 272
(Note (7) KINANE (#7()

Xu Xiaoou (Note (i) Xu Xiaoou (#22)) - - - - B - _
Miao Jingwen (Note (j))  Miao Jingwen - - = - - _ _

(W)

Total a3t 212 2473 612 1,657 100 - 5114

Note: Mt -

(i) Hu Xubo and Qi Yong resigned as director of (i) Hu XuboX Qi Yong® BlR
the Company on 29 January 2021 and 22 June 202141 A29H Kk2021%6 A
2021 respectively. Miao Jingwen, Zhou Wei, Qiu 22HBEALFIESE © Miao
Yu Min, Denis Francis KINANE and Xu Xiaoou Jingwen ~ Zhou Wei * Qiu Yu
resigned as director of the Company on 23 June Min » Denis Francis KINANE
2021. K Xu Xiaooup 202146 H23

HEEARRIES °

(i) Zhang Jincai was appointed as director of the (ii) FRAR2021F7 A15AER
Company on 15 July 2021. EARARES -

(iiiy  Liu Xiaomei Michelle, Sun Jian and Zhang Bang (i)  BIEWE - R RRENR2021F
were appointed as directors of the Company on 11 A25BHEZERARAE

25 November 2021. o
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36

BENEFITS AND INTERESTS OF DIRECTORS
(continued)

(b)

(c)

(d)

(e)

Directors’ retirement and termination benefits

No retirement or termination benefits have been
paid to the Company’s directors for the years ended
31 March 2022 and 2021.

Consideration provided to third parties for
making available directors’ services

No consideration was provided to third parties for
making available directors’ services during the
years ended 31 March 2022 and 2021.

Information about loans, quasi-loans or other
dealings in favor of directors, controlled
bodies corporate by and connected entities
with such directors

Save as disclosed in Note 35, no loans, quasi-loans
or other dealings were entered into by the Company
in favor of directors, controlled bodies corporate by
and connected entities with such directors during
the years ended 31 March 2022 and 2021.

Directors’ material interests in transactions,
arrangements or contracts

No significant transactions, arrangements and
contracts in relation to the Group’s business to
which the Group was a party and in which a director
of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the
years or at any time during the years ended 31
March 2022 and 2021.

36

EESEARFE (&)

(b)

(c)

(d)

(e)

EENERARBERER

HZE2022F N2021E3A31HIEF
B ARRWERESEI(FTRIKKREE
BAEA o

RESEERBMEE=FRHEN
HE

HE2022F %2021 63A318 15
B ARRTESESEEREAE
= FRHEE -

HEE XZAFESELFNEAE
ErZSESNHEERIT YNE
M EERFEMRZNER

BRI EESS T BB E 4 » Bl E 2022
FR2021F3A31HIEFE » AR
AIWEBES  IZFERTHAE
ANEBEZEESNHETEEUE
K EEFHEMRS o

ELEXRS  ZHFREGRPHEKX
R

HZE2022F K 20213 A31H L4
EERFEMERE - BEAQFES
BEEUHERNEBAEI LA KA
EEEBHNEMNEARS - THERE
FlR A E AR o
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37 TRANSACTIONS WITH NON-CONTROLLING
INTERESTS

(a)

Acquisitions of additional interests in
subsidiaries

During the year ended 31 March 2022, the Group
acquired additional equity interests in a subsidiary
from the relevant non-controlling shareholders
at cash consideration of RMB36,500,000. The
differences between the carrying amounts of
non-controlling interests acquired and consideration
payable are set out below.

BOFTHwRMEE

37 EEFEZEREZNRS

(a)

W hE 7 A R M ER SR

REZE2022F3 831 HILFE - A&
BB EEEERRRRE TR
HEEINEAELZ  REHBEAARKE
36,500,0007T ° BU B FEIE AR E R A
SREEEEMNEENEZEHIIET -

371

Year ended

31 March 2022

EHZFE20224F

3HA31HILLEE

RMB’ 000

AR® T

Total carrying amount of non-controlling BB R R R AE 6,470

interests acquired

Less: total consideration payable to the B R IR AR R A A (B (36,500)
non-controlling shareholder (Note 30) (K1:#30)

Total difference recognised within equity RiER AR A EZRE (30,030)

During the year ended 31 March 2021, the Group
acquired additional equity interests in certain
subsidiaries from the relevant non-controlling
shareholders at cash consideration of
RMB1,262,000, RMB1,325,000 and RMB1,018,000
respectively. The differences between the carrying
amounts of non-controlling interests acquired and
consideration paid are set out below.

REZE2021FE3A31HILEFE - A&
E BB RRESE T TR
RIS AER HeHEIRIAA
R#1,262,0007T + AR¥1,325,000
TR ARY1,018,0007T ° B WEEIE
B ERAEAEEE M EHENESR
HHIT o

Year ended

31 March 2021

BHZE20214F

3A31HILFE

RMB’000

ARBETTT

Total carrying amount of non-controlling BB R R R mAE 474
interests acquired

Less: total consideration paid to non-controlling & : & 15 FEFZRA HE 25 80 4B 1B (8,605)

interests

Total difference recognised within equity

R A RER AR Z 5

(3,131)




372

Arrail Group Limited
HAREERAE

Notes to the Consolidated Financial Statements

SO P B RRME

37

TRANSACTIONS WITH NON-CONTROLLING

INTERESTS (continued)

(b)

Disposals of interests in subsidiaries without
change of control

During the year ended 31 March 2022, the Group
disposed of certain equity interests in subsidiaries
to third parties for a total cash consideration of
RMB700,000, RMB700,000, RMB1,400,000 and
RMB1,750,000 respectively. The differences
between the carrying amounts of equity interest
disposed of and consideration received are set out
below.

37

BFEZERERNRS (&)
(b) FHEZGENERTHEFLH

s

REZE2022F3A31BILFE -
AEBRE=ZFHETLARE TR
iz B BREEBEHIRAARE
700,0007C + AR¥700,0007C © A
R #1,400,0007t & A FR# 1,750,000
JL o BHERAESHREERD K
HEMNZIEHIWOT -

Year ended

31 March 2022
HZE2022F
3H31HILFEE
RMB’ 000
ARETT

Total carrying amount of equity interests disposed
Less: total consideration received from
non-controlling interests

B ERAEEA REAAE
B DU R R ) A (B

4,501
(4,550)

Total difference recognised within equity

RiER AR EEER

(49)

During the year ended 31 March 2021, the Group
disposed of certain equity interests in subsidiaries
to third parties for a total cash consideration of
RMB1,120,000, RMB1,750,000 and RMB500,000
respectively. The differences between the carrying
amounts of equity interest disposed of and
consideration received are set out below.

REBE202163A831HLEFE -
AEBRE=ZFHETFTLAIE TR
iz B BHEMAARE
1,120,000 *+ AR#¥1,750,0007T
M AR#500,0007T ° B HERRAHE
mHEREEED WEENZEE 0
—Fo

Year ended

31 March 2021
HZE20214
SA3TBILEE
RMB’000
ARET T

Total carrying amount of equity interests disposed = H &R A #E 2 1 BR 4218
B BMGEE R S R A E

Less: total consideration received from
non-controlling interests

-

(968)
3,370

Total difference recognised within equity

NESNERNBEEE

2,402
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38 DIVIDENDS 38 KE
No dividend was declared by the Company during the BE2022F k20213 HA31ALEFE + &
years ended 31 March 2022 and 2021, RNRAWES REMARS ©
39 COMPANY BALANCE SHEET 39 AAREEEEX
As at 31 March
M3 A31H
2022 2021
20224 20214F
RMB’ 000 RMB’000
AR®T T ARBT T
ASSETS BE
Non-current assets FEREEE
Investments in subsidiaries RFRAINKE 425,536 342,131
Other receivables H A U R IE - 82,819
Total non-current assets HERBEE 425,536 424,950
Current assets REBEE
Amount due from subsidiaries i GRNGIE S 769,115 355,677
Other receivables H A U R IE 1,982 31,839
Prepayments TafTFRIE = 1,957
Financial assets at fair value through profit or loss X AR EEFFABENSREE 192,923 =
Cash and cash equivalents HekIREEEY 777,685 413,074
Total current assets HBREBEE 1,741,705 802,547
Total assets HEE 2,167,241 1,227,497
EQUITY/(DEFICIT IN EQUITY) B (REREH)
Share capital Note (a) & A K5t (a) 74,769 9,447
Reserves Note (a) 1 K1t (a) 4,874,229 266,074
Accumulated losses Note (a) ZETE1E K5 (a) (2,865,522) (2,349,533)
Total equity/(deficit in equity) WL (B 2,083,476 (2,074,012)
Current liabilities REEE
Other payables H At FE T FRIE 83,765 51,918
Preferred Shares BER - 3,178,465
Warrants EE - 71,126
Total current liabilities BREEE 83,765 3,301,509
Total liabilities R =R 83,765 3,301,509
Total equity/(deficit in equity) and liabilities wiEs  (EREM) RAE 2,167,241 1,227,497
The balance sheet was approved and authorised for issue BEBREXRBARFEZEETEN202256 A
by the Board of Directors of the Company on 27 June 2022 o7 BHL AN EAERTT WHILTATRAEE
and was signed on its behalf by: EX
Executive Director: Zou Qifang Executive Director: Qin Jessie Xin

WITES : HEF WITEE : ¥9
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39

COMPANY BALANCE SHEET (continued)

Note (a): Movements in Equity/(Deficit in Equity)

39 AQFEERMER (H)
MiiE(a) M3 (HESEA) 28

Accumulated

Share capital Reserves losses Total
R 1 RitEE mst
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000
AR®T T AR¥ETR AR¥ET T AR®BT R

Balance at 1 April 2021 020215481 HHERR 9,447 266,074 (2,349,533) (2,074,012)

Comprehensive loss 2HEEE

Loss for the year FAEE - = (617,412) (617,412)

Other comprehensive (loss)/income Ht2mE (&E) - - - -

Fair value change on Preferred BEEERBERNELR = (18,439) = (18,439)
Shares due to own credit risk DNREEES

Currency translation differences fE X = - 65,058 - 65,058

Total comprehensive income/(loss) FRA2EKE - 46,619 (617,412) (570,793)
for the year (E#8)

Transactions with equity holders HERBEEANRS

Issuance of shares for restrictive BITXR IR B 5T E 15,435 (15,435) = =
share unit scheme )

Share-based compensation [avali) - 95,021 - 95,021

Conversion of convertible redeemable B A &R ERE LR ZE 43,963 3,960,591 101,423 4,105,977
preferred to ordinary shares il

Issuance of ordinary shares in BITEHRAHARE 5,924 521,359 = 527,283
relation to IPO TimAR

Balance at 31 March 2022 7202243 31 A& 74,769 4,874,229  (2,865,522) 2,083,476
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39 COMPANY BALANCE SHEET (continued) 39 XRQFEESER(E)
Note (a): Movements in Equity/(Deficit in Equity) (continued) MizE(a) @ (B4 8 (8)

Accumulated

Share capital Reserves losses Total
(V&S it RItEE Bt
RMB’ 000 RMB’ 000 RMB’ 000 RMB’ 000

AR®T T AR®T R AR®TR AR®T R

Balance at 1 April 2020 A2020F4 81 A& 9,938 137,880 (1,693,693)  (1,545,875)
Comprehensive loss 2HEEE

Loss for the year FAEE - = (655,840) (655,840)
Other comprehensive income Hp 2wk = = = -
Fair value change on Preferred Shares BE&EER ﬁ%ﬁ(ﬂ’\]@f‘ﬁﬂx@ = 4,457 = 4,457

due to own credit risk N EEE

Currency translation differences fE X = - 133,793 - 133,793
Total comprehensive income/(loss) FRA2EIE /(FE) - 138,250 (655,840) (517,590)

for the year

Transactions with equity holders HERBEEANRS

Issuance of shares upon fulfilment T R IR0 Bl & /Y 327 (327) = -
of vesting conditions of share based  FB &£ 31T YD
compensation

Re-designation to Series E Preferred ~ BEZ{TLBKREH (818) (9,729) = (10,547)
Shares from issued ordinary shares TETE BEBEB LR

Balance at 31 March 2021 7202153 A31 A& 9,447 266,074  (2,349,533)  (2,074,012)
40 EVENTS AFTER THE REPORTING PERIOD 40 HEHREE

On 19 April 2022, the Company entered into a subscription MN2022%4A19H + "AFEAP China

agreement with AP China Unicorn Fund SPC to purchase Unicorn Fund SPCEIM REWZ - UEE

wealth management products amounted to US$3,000,000 £ %8 /43,000,000 THIEMER - BESF

at a fixed annualised return rate of 1.2%. The wealth b= B1.2% - ZEVERNEEH AN

management product is subject to a lock-up period of six &7 - ARE RS HfEmiEhEREE -

months and can be redeemed by the Company at any time
upon expiration of the lock-up period.

Save as disclosed above and elsewhere in this report, BREXRAREEMBY ZERBEIN - R
there have been no other material events subsequent to HZE2022F3A31 AL FER  WEMAME
the year ended 31 March 2022, which require adjustment fthERFIBARIEBER S HREEL#ITHA

or disclosure in accordance with IFRSs. o IFE -
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Four Year Financial Summary

ILESEEY S

A summary of selected items of the results and of the assets, MU TEHIBENEMKRERNESENEREE
liabilities and equity of the Group for the last four financial years is BERESACETEEHRE -

set out below.

For the year (March 31) AEE (3A318H) 2022 2021 2020 2019
RMB’ 000 RMB’000 RMB’000 RMB’000

ARETRE ARETT ARETT ARBTR

Revenue WA 1,623,553 1,515,127 1,099,868 1,080,291
Gross profit EF 336,557 364,420 111,391 163,772
Operating (loss)/profit e (Fs518),/ FE (28,572) 124,467 (133,444) (84,043)
Loss before Income tax BRETISTIRTE 1R (709,911) (581,744) (320,894) (315,462)
Loss for the year FHEE (696,400) (597,762) (325,825) (304,169)
At year end (March 31) REXR(3A31H) 2022 2021 2020 2019
RMB’ 000 RMB'000 RMB'000 RMB’000

ARETRE ARETT ARETT ARETT

Total assets MEE 2,990,347 2,350,754 1,902,991 1,875,736
Total liabilities MEE 1,379,850 4,807,331 3,931,094 3,512,269
Total equity/(deficit in equity) M (EmIEAL) 1,610,497 (2,456,577) (2,028,103) (1,636,533)
Non-controlling interests FEE AR 45,785 43,295 36,664 41,801

Equity/(deficit in equity) attributable to ~ ARNAFHEA ARG,

owners of the Company (B ) 1,564,712  (2,499,872) (2,064,767) (1,678,334)

Note: Four year financial summary is presented as the Company was ~ #/i - BARZARF /R2022F3 B22 B EMHA

newly listed on March 22, 2022 and it is not practicable for the Al » 2YAREE2019F 2 AIK M B EH AR
Company to present the financial summary of the Group prior A E MIER - M2 HFHBEHE -

to 2019.



“AGM”
[RERBFRE ]
“Arrail Sunshine”

[ Arrail Sunshine |

“Adjusted Net Profit”

“Articles of Association”

(A=)

“associate(s)”

[BZEA

“Audit Committee”

[EFTREE]

“Beijing Ruicheng”

[1E iz |

“Beijing Ruisheng”

[3b R A%
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BEREirAR

the annual general meeting of the Company to be held at September 26, 2022 or
any adjournment thereof
a1 2022F9 A26 H BTN AR R RBEF ARG L EMES

Arrail Sunshine Holdings Limited, a BVl company which holds the Shares underlying
the awards under the RSU Scheme

#EArrail Sunshine Holdings Limited * —REB#HBE RS AR - HFEXRHIRGK BN
FTE1IE T AR BN AR

adjusted net profit as loss for the year adjusted by adding (i) fair value change
of convertible redeemable preferred shares, (ii) fair value change of warrants,
(iii) share-based compensation expenses, (iv) listing expenses, (v) change in fair
value due to modification of bond and early settlement, (vi) termination of bond
and recognition of derivative liabilities, (vii) transaction cost on issuance of Series
E convertible redeemable preferred shares, (viii) fair value changes of derivative
liabilities, (ix) Re-designation to Series E convertible redeemable preferred shares
from issued ordinary and preferred shares

BEFALFNERBEN EATSHETHENFABRE - ()TERAEBLELRNHD
AREEEZE - ()VEEORIAEEZD - (II)ROMESMAE - (v) EWHX - (VVBARES R
RANBESHNAABEEZS - (ViR IEEFRERITERE - (ViDBITER A BRI ED
BERHZGHAE - (Viil)ITEABNARBEED (X)) BEBITEBRRELERENE
TE 73 E ¥ A] 953 7] 1 O B SR AR

the articles of association of the Company adopted on December 1, 2021, which
became effective as of the date on which the Shares are listed on the Stock
Exchange, as amended from time to time

HEARRRIR2021F12 A1 BERMMABERME (RIRH B ZET £ B EAER - 8T R
E5T)

has the meaning ascribed to it under the Listing Rules

EEE LWARNETRE

the audit committee of the Board

FEFEETLEE

Beijing Ruicheng Hospital Management Co., Ltd*. (It FRIRIRERERAR AR, a
limited liability company established in the PRC on July 23, 2009 and a VIE Entity of
our Company

B RGRBREBERAR - —RN2009F7 A23AEFEKIHBER AR - BER

RERE

Beijing Ruisheng Shidai Consulting Service Co., Ltd*. (It RImEBEREAREER LD
A]), a limited liability company established in the PRC on February 17, 2015 and a
subsidiary of our Company

B RIRERREARBERAR » —KN2016F2 A17THERBEKIHNERRAE - B
RAFHFRAR
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HESEARAR

Definitions and Glossary of Technical Terms

BEREirAR

“Beijing Shengbin”

[EREW ]

“Board” or “Board of Directors”

[EFg]
“Business Day”
R=E3=0

“BVI”

[HBHR S

“‘CAGR”
[FEEIERE]

“Companies Ordinance”

IPNSIESYN

“Chengdu Wuhou Ruitai”

[ AR = 2

“China” or “the PRC”

[PE

“Chongging Jinmei”

[BEE®%X]

“Chongging Jiuyue”

[EEA]

Beijing Shengbin Science Trade Co., Ltd*. Gt REWEEBR AR, a limited liability
company established in the PRC on December 17, 1997 and a VIE Entity of our
Company

EILREWRMERRAR  —KN1997F 12 F17BERBERIHER AT - BARFN

Al RS E e

the board of directors of our Company

BARRERS

a day banks in Hong Kong are generally open for normal banking business to the
public and is not a Saturday, Sunday or public holiday in Hong Kong
EEBRT—RERZHBPEEFTRITERNH B F (PEFBELHN  EHHIEELR
R E7)

the British Virgin Islands
ERBERARES

compound annual growth rate
EEEAERE

the Companies Ordinance, Chapter 622 of the Laws of Hong Kong, as amended,
supplemented or otherwise modified from time to time
ERENER (BBEDIFE622F) - KBARRIERT » #iFR sk LAE M TR ED

Chengdu Wuhou Ruitai Rongcheng Dental Hospital Co., Ltd*. (BXEPE EEZ=RIH O
B Ft AR A R]), a limited liability company established in the PRC on October 16,
2014 and a VIE Entity of our Company
EREBRERERHNOEBRARIAF - —HKR2014F10 16 HEFBERINERRD
Al RARTINAEN TR

the People’s Republic of China excluding, for the purpose of this annual report,
Hong Kong, Macau Special Administrative Region and Taiwan
EHREARLME - RAFHEME - TRESES  RPISHITREREE

Chongqing Jinmei Investment Ltd*. (EEEXEEBRAF]), a limited liability
company established in the PRC on January 5, 2001 and a VIE Entity of our
Company
BEESEXREARAT - —RNR2001F1ASBERBEKIHARAR - BAAFEHH
BRHER

Chongging Jiuyue Dental Clinic Co., Ltd*. (EEAOEFZER LA, a limited
liability company established in the PRC on November 27, 2013 and a VIE Entity of
our Company

BREEAMOBEMZAERAR » —RN2013F 11 A27 BEFRBKZHBRAF - BER
R E R B
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“Chongging Ruisheng”

[EERmTT]

“Chongging Ruijing”

[EE=]

“Chongging Ruitai”

[EEmZE]

noow

“Company”, “our Company” or
“the Company”

/NS

“connected person”
[BEAL]

“connected transaction”
[FER 5 ]

“Contractual Arrangements

[ER%HE]

“Controlling Shareholder(s)”

[ AR AR R

BEREirAR

Chongging Ruisheng Dental Clinic Co., Ltd.*, (BEERALDKEMZAERAQR),
previously known as Chongging Huaxi Dental Clinic Co., Ltd.* (EEHEE# M KM
#Z AR A7), a limited liability company established in the PRC on March 10, 2004
and a subsidiary of our Company

BEERRAOBRMZERAT (FIMEEMEROEMZERLQF) -
10BEFBEK BRI - BRARKFAF

—ZRKN2004F3 8

Chongging Ruijing Shengbin Medical Management Co., Ltd*. (EEmSEWEEE
BAERAF), a limited liability company established in the PRC on January 25, 2021
and a subsidiary of our Company
EEENRENBEEERERAA -
RAEIEF AT

—XKR2021F1 A25BEFBEK Y NBRAG &

Chongging Ruitai Dental Hospital Co., Ltd*. (EERFEOBRERERAF), a limited
liability company established in the PRC on June 28, 2017 and a VIE Entity of our
Company
EEEmRORERERAF -
AR E TR E R

—XR2017F6 A28 BEFBEKYMNBRRAGE » BEAR

Arrail Group Limited (JHEBEEAERZAR]) - an exempted company registered by
way of continuation under the laws of the Cayman Islands with limited liability on
November 16, 2020

EIRREEAR AR - —KR2020F 11 A 16 AR IEFA S B EAHI A FEH N MaER
RBERAT

has the meaning ascribed thereto under the Listing Rules
EAE EHRAR T RS

has the meaning ascribed thereto under the Listing Rules

FEEA ETRRIE T HRE

the series of contractual arrangements entered into by, among others, Beijing Ruier
Shengbin Medical Technology Co., Ltd. (At RInFE W B BRI HR A7), Shenzhen
Ruijian Consulting Management Co., Ltd. (RIITInfEHAEEBR A E]) and ZOU
Lifang

Bl (AP eR) b nBENBERRBRAR - AIThEHXAERERAFTRIEL
FEISLE—ZHE R 8

has the meaning ascribed thereto under the Listing Rules, and unless the context
otherwise requires, refers to Mr. ZOU Qifang, Rise Day Holdings Limited, Mingda
International Limited, Beier Holdings Limited and Arrail Sunshine

AR EMARRE T HRE - BRXESEMEIN - P EFEE - Rise Day Holdings
Limited ~ Mingda International Limited * Beier Holdings Limited &2 Arrail Sunshine



Arrail Group Limited
HESEARAR

Definitions and Glossary of Technical Terms

BEREirAR

“Corporate Governance Code” the Corporate Governance Code and Corporate Governance Report as set out in

[xERTH]

“Director(s)”

==
“Frost & Sullivan”

[ AL

“Global Offering”

[ EFRHE ]

“Greater China”

[ R #ERER ]

“GFOUp", “we” or “us”

(AR RT3

“Hangzhou Jarvis”

[N ERE

“Hangzhou Jarvis Group”

[TNEX B LR

“Hangzhou Shengbin”

EAEA

“Hangzhou Shengchao”

[ 470N 2% = |

Appendix 14 to the Listing Rules
BEMRAM ST U ERERTRREREARE

the director(s) of the Company
BARLNAES

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a global market research and
consulting company, which is an Independent Third Party

BREIMEAIFIX (ER)BRERAR LB RE - RERMSARMAZRA R LB
E=h

On March 22, 2022, the shares of the Company were listed on the Main Board of
the Stock Exchange and 46,527,500 new Shares were issued by way of global
offering
EMR20226F3 H22H « ARAIRM BT ER i RiBiR 2 IR E51746,527,500 %
Eiian)

PRC, Hong Kong, Macau and Taiwan
fRE - BB ORPIRAE

our Company and all of our subsidiaries and the VIE Entities from time to time
or, where the context so requires, in respect of the period before our Company
became the holding company of its present subsidiaries, the businesses operated
by such subsidiaries or their predecessors (as the case may be)

BARRE  HFNE2HFRFARTENAIEF R TR RXEME) LR R AR A
BRFRARNERAR ZAHAMME - 8EBFRBISHER S GRIERME) L EHNED

Hangzhou Jarvis Medical Technology Company Limited (fi/lEX BEERIE AR A
a]), a connected person of our Company

EMMERBEERARAR » NRABNEEAL

Hangzhou Jarvis together with its subsidiaries including Hangzhou Shengchao

EMNERBERE T AR (BEMMES)

Hangzhou Shengbin Health Management Consulting Co., Ltd*. (fiNEE M i@ FE & I &
AR AF]), a limited liability company established in the PRC on January 16, 2012
and a VIE Entity of our Company

EMMERERERZERERAA - —KN2012F1 A16BEFRBKIMBR AR+ &
AT A EF R EE

Hangzhou Shengchao Medical Technology Company Limited (#1123 E BRI A
R 7)), a subsidiary of Hangzhou Jarvis and a connected person of our Company

BN EABRERSEERAR  AMMNERBNFRRIRARBNE@EAL
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BEREirAR

“HK$” or “Hong Kong Dollars” Hong Kong dollars, the lawful currency of Hong Kong

(%] BEBEEEEET

“Hong Kong” the Hong Kong Special Administrative Region of the PRC

(&% EPEEBRSRITHER

“IFRS” International Financial Reporting Standards

[ B8 B B 75 3 5 22 B FE BIRR B s R 5 42 R

“IND” investigational new drug or investigational new drug application, also known as
clinical trial application in China

[IND | IR AT SIS AT #E R S - AP ETERERRS R RS

“Independent Third Party(ies)’ an individual or a company which, to the best of our Directors’ knowledge,

information, and belief, having made all reasonable enquiries, is not a connected

person of our Company within the meaning of the Listing Rules

(B =7 BREENMEE VA BEREMA  IERMAE  UHFARAHEEAT (EER LR
B BATHAR]

“Listing” or “IPO” the listing of our Shares on the Stock Exchange

[ Eile I &ERARESE] HE IR AN FER S P =T

“Listing Date” March 22, 2022, the date on which dealings in our Shares first commence on the
Stock Exchange

[ =T HE $82022F3 A22H » RN AERFKEEN B H

“Listing Rules” the Rules Governing the Listing of Securities on the Stock Exchange, as amended
or supplemented from time to time

[ i8] IR ES FTRA - ETRHER ST

“Main Board” the stock exchange (excluding the option market) operated by the Stock Exchange

which is independent from and operated in parallel with the Growth Enterprise
Market of the Stock Exchange. For the avoidance of doubt, the Main Board
excludes the Growth Enterprise Market of the Stock Exchange

[F#] HERBRATEENEAFRX SN (NRIEEETS) - BN FGEM @ I B 32 AT GEM
WATIEVE - B ERM - ERTBEHZMGEM

“Model Code” the Model Code for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 of the Listing Rules
[E%e<FAl] o EHR RIS T ATE BT AESETIE SR HHITLESRR
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HESEARAR
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BEREirAR

“Negative List”

[BEEE]

“Nomination Committee”
[REEEE ]

“Principal Share Registrar”
[FEHFEEE]

“Prospectus”

[ AR ETE

“Qingdao Ruigi”

[ 58]

y

“Registered Shareholder’
[ &R

“Reporting Period”

[ 25 BAfA |

“Remuneration Committee”

[HERE ]

“Renminbi” or “RMB”
[AREE ]

“RSU Scheme”

[ SR GBI B AT )

the List of Special Management Measures for the Market Entry of Foreign
Investment (YMNEIREEARRIERIEHE(BEEE))), which was last amended on
December 27, 2021 and subsequently enforced on January 1, 2022 by the National
Development and Reform Commission of the PRC (F#EAREAFBEHRERE MM E R
8%) and the Ministry of Commerce of the PRC (F & A R FI B i %5 3F)
BOMSREEANFHNERER(B@ES))  AFEARRANEERERNNELZE S
R ARIEMBEEHIR2021F12 427 BEEIEF] - BaEK2022F 1 A1 BT

the nomination committee of the Board

FEFERA%L8Y

Maples Fund Services (Cayman) Limited, our principal share registrar in the
Cayman lIslands
f§Maples Fund Services (Cayman) Limited * MR FAEHENESFZLEE

the prospectus issued by the Company dated March 9, 2022
AR EIR2022463 A9 H FIEMBRER

Qingdao Ruigi Rytime Dental Hospital Co., Ltd*. (5 &niElnZ O EERARAF),
previously known as Qingdao Ruigi Medical Management Co., Ltd*. (& SiniEEE
BEIEHMR AT, a limited liability company established in the PRC on November 29,
2017 and a VIE Entity of our Company

EEEWERRAREERAGRAF (FIMEEREERERARAA) - —KKR2017F 11
R2oBEPBRIMERAT @ ANDTFH A& 5T 2

being 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

BBuF L BHBEARRKMAIBABES KEMKE - LA RIIHE100%
BV &

the year ended March 31, 2022
HEHE2022F3A31HLEFE

the remuneration committee of the Board

FEFEYMEZES

Renminbi Yuan, the lawful currency of China

BHRBEZEEBARE T

the restricted share units scheme adopted by our Company on August 3, 2021, as
amended from time to time, the principal terms of which are set out in “Directors’
Report — RSU Scheme” to this annual report
FEARRNAR2021F8 A3 HRMBIZRGIARMD BLFHE - @ ARERT » HEEBRFRERA
FRIEFSRE — KRB ELEEI
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BEREirAR

“SFC” The Securities and Futures Commission of Hong Kong

[BEg] EEERAF R EREREREZE S

“SFO” the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended or supplemented from time to time

[ 3% R AR E 1501 BEBEPIESTIEESF LABKD - STREFI S HE T

“Shanghai Ruicheng” Shanghai Ruicheng Hospital Management Co., Ltd*. (t/&mMEREREGRAF),

previously known as Shanghai Ruicheng Dental Hospital Co., Ltd*. (LE/8iHTE Ok
ZBT AR /A R]), a limited liability company established in the PRC on November 11,
2018 and a subsidiary of our Company

[ 83 3 B EEmHMEREREAR AR (A LERIEOBRERARAR) - —KMN20184F11 H 11
BEFRBEKINERAR - AEARFHF LA

“Shanghai Ruitai” Shanghai Ruitai Jiasheng Dental Clinic Co., Ltd*. (L/8ZEXR OEMZEHERAF),
a limited liability company established in the PRC on January 22, 2019 and a VIE
Entity of our Company

[ L8z B EEmBRERAOEFMZHERRE - —HKN2019F1 A22 BERBIKLHERAF
REARNRWAEN B

“Shanghai Shengbin” Shanghai Shengbin Medical Consulting Service Co., Ltd*. ( b/ EW BERAREE
[R/A7R]), a limited liability company established in the PRC on September 26, 2001
and a VIE Entity of our Company

[ EIBEW ] B EBEWRBESARBERAR » —RN2001F9A26 BEHRBEIK I HAERRAR - &
PAN/N TE’JT"’“‘%U N

“Shanghai Yazheng” Shanghai Yazheng Medical Consulting Service Co., Ltd*. (L /8 EEE#AREE
FRAT]), a limited liability company established in the PRC on May 24, 2002 and a
VIE Entity of our Company

[ F&gaR1E] LD EBEZEARBERART  —RNR2002F5 A24BEFEKINERAR A
AN oRIE I EaN

“Share(s)” shares in the share capital of our Company, with a nominal value of US$0.02 each
[ %15 ] EANTRAPZREME0.02F TG

“Shareholder(s)” holder(s) of the Share(s)

[ A3 ] BIRODEEA

“Shenzhen Ruier” Shenzhen Ruier Hospital Management Co., Ltd*. (FJIEEHREERREAR),

previously known as Shenzhen Meixia Hospital Management Co., Ltd*. (FIIZEEE
FrEEER2AA), a limited liability company established in the PRC on December
21, 2006 and a VIE Entity of our Company

[7R 31135 8 HRNIHRERERAR AR (FIERYIEEBREREARAR) - —KMN2006F 12 H21
HEFBERIHERAA - BARRNAIEF G TR

HI
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BEREirAR

“Shenzhen Ruijian”

DRI 3 |

“Stock Exchange”
[ Bst 22 FfT |

“subsidiary(ies)
[Frall

“Substantial Shareholder(s)”
[FZERE]

“U.S.” or “United States”
[ZEH ]

“U.S. dollars” or “US$”
[ZT]

“VIE Entities”
[ATENEERE]

“WFOE” or “Beijing Ruier”
[HNEEE (B2 sk [ Il ]

wopn
[%]

*

For identification purposes only

Afy

Shenzhen Ruijian Consulting Management Co., Ltd. (ZYITisE#AETRARAR),
a limited liability company established under the laws of the PRC on October 11,
2005

BRI EREZAEEARAR - —KMR2005F10 A 11 BIREF BEEZK N ERA A
The Stock Exchange of Hong Kong Limited

BEBBMEXIMARRQA

has the meaning ascribed to it in section 15 of the Companies Ordinance
EEA R AHERIE A5G T HRE

has the meaning ascribed to it under the Listing Rules
BEE ETRRAETHRE

the United States of America, its territories, its possessions and all areas subject to
its jurisdiction
EXFBRERE - HELT B RBHEBENMEHR

United States dollars, the lawful currency of the United States

BXEMEEEBET

the non-wholly owned subsidiaries of the WFOE in which Shenzhen Ruijian owns
minority interest directly or indirectly through the Contractual Arrangements (each,
a “VIE Entity”)

ERYInERAS AT EENRAEREL RSN ERECENIETETAR (BR

BELESTT)

Beijing Ruier Shengbin Medical Technology Co., Ltd. (It RInBEW EERFE AR
Al), a limited liability company established under the laws of the PRC on March 25,
1999, and an indirect wholly-owned subsidiary of the Company

B IRBENBRERMBERAR - —RKMN1999F 3 A25 HRBEFBEUEEK I AR LD
Al WAARRBREERZEFAR

per cent.
BB

Y EHRES
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