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Company Profile
DTN

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 services

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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Corporate Information

NEEF
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Dear Shareholders, partners and friends who support Arrail Group,

As the Chairman of Arrail Group, | am passionate about presenting
to you the status of our operations for the year ended March 31,
2024 and sharing our vision for the future. During the year, we
have not only achieved significant growth in performance, but
also demonstrated the resilience and innovation capabilities of the
Company on multiple levels.

In the 2024 financial year, Arrail Group’s total revenue reached
RMB1,745.8 million, representing a year-on-year increase of
18.5%, and its net profit reached RMB13.4 million, realizing
a turnaround from losses to profits since the Listing. This
achievement was driven by our business recovery after the
COVID-19 pandemic and the significant increase in patient visits.
Our patient visits increased by 28.1% year-on-year to 1,965,468.
These achievements are the fruit of the hard work and unremitting
efforts of each of our staff.
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Chairman’s Statement

EEHE

STRATEGY EXECUTION

In terms of strategy execution, we continue to adhere to the
strategy of “focusing on existing clinics and increasing intra-city
density (Bf£EFE, BMWMME)". Through new construction,
acquisition and expansion, we have increased the number of
dental chairs by 127 and the number of dentists has increased
significantly. We have 123 dental clinics and hospitals, 1,569
dental chairs and 972 full-time dentists. These not only enhance
our service capabilities, but also lay a solid foundation for our
long-term development.

BRAND DEVELOPMENT

Our two major brands, Arrail Dental and Rytime Dental, play an
important role in the market. Arrail Dental focuses on the high-end
market, serving affluent consumers in Tier-1 cities and emerging
Tier-1 cities, while Rytime Dental serves middle-class customers in
Tier-1 and core Tier-2 cities. Both brands have achieved revenue
growth in the 2024 financial year. Among them, Rytime Dental’s
revenue reached RMB961.0 million, and the revenue of Arrail
Dental reached RMB784.8 million.

INNOVATION AND TALENT CULTIVATION

Innovation is an inexhaustible driving force for enterprise
development. We have held many academic seminars and
technical trainings, and increased our campus recruitment efforts.
This year, we have recruited nearly 40 graduates with master’s
degree or above, and have reserved sufficient talents for future
development. We believe that through continuous technological
innovation and talent cultivation, Arrail Group will be able to
continue to lead the new trend of the dental industry.

We actively adopt digital technologies, such as digital oral
scans and navigation system for dental implants, to improve
the accuracy and efficiency of diagnosis and treatment. We
have integrated more than 20 years of experience in dental
healthcare management into our software application service
platform to provide customers with 5A-level technology and
service experience through process standardization, information
digitization, intelligent decision-making, resource platformization,
and refined management.
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FINANCIAL HEALTH

On the financial side, our profitability continued to improve.
Adjusted EBITDA reached RMB349.5 million for the year ended
March 31, 2024, representing a year-on-year growth of 32.9%,
laying a solid foundation for the Company’s expansion and
repurchase plan.

We are confident in our business outlooks and prospects. The
Group plans to utilize up to HK$200 million to implement the share
repurchase plan. During the year, the amount repurchased by
the Group was HK$25.7 million. The Group’s existing financial
resources are sufficient to support the share repurchase plan and
will not affect the sound financial position.

MARKET AND POLICY RESPONSE

We have actively responded to the national centralized
procurement policy of dental implants, which has lowered the
price threshold of dental implants, so that more patients can afford
high-quality dental implant services. The dental implant business
achieved the strategy of lowering the price in exchange for more
quantity, with a year-on-year increase of 12.5% in implantation
revenue this year. At the same time, the growth in the number of
dental implants also drove the development of the comprehensive
treatment (general dentistry) business. The revenue of general
dentistry achieved a year-on-year increase of 22.5% during the
year.

Chairman’s Statement
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Chairman’s Statement

EEHE

SOCIAL RESPONSIBILITY

We adhere to the corporate culture of “integrity, professionalism
and being a good person”, regarding customers as our family
members, providing professional dental services to them
without over-treatment. As a socially responsible enterprise,
while providing high-quality medical services, we also actively
participate in social welfare activities to disseminate oral health
knowledge and raise public health awareness.

Looking forward, we will continue to uphold the “medical-oriented”
principle and continuously improve the quality of our services.
At the same time, we will continue to pay attention to market
changes, actively respond to challenges and seize opportunities.
I would like to thank every Shareholder, partner and all of our
friends who have supported Arrail Group. It is because of your
trust and support that we are able to achieve what we are today.
Let us go hand in hand to create a more brilliant future for Arrail
Group!

ZOU Qifang
Chairman
Arrail Group Limited
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Financial and Business Highlights

MBEREBRE

Our core strength continued to enhance and turned around to record a net profit

BOBHFEEE  REFMNEHEREIE
@ Revenue reached a record high and a profit was ﬁ 123 One clinic and ohe hospital
realized as expected =V scale of store were newly opened, €ight clinics
WARIE S 37 - REFI NN PR and ONE hospital upgraded

The total revenues were RMB 1,746 million,
gross margin was 22.5% and net profit was

#iEE 1 XPHma 1 X8R, #
%8 2 1 Bk

RMB 13.42 million = 972 58 dentists were added

BUAARE 17.46 B, ERE 22.5%, F < Dentists sie 58 g FEs

FEsAR® 13.42 Ex LES L

EF}?\’\{EB’E%’) 1 ,965 thousand repeat visit rates of 47.9%,

7T
o 196.58A%  with 21.6% of our new patients
‘ Revenues 1,746 million patient visits isti
A WA 17.46 @ MR welje referred by our existing
—~ patients

EX ) Gross profit 393 million @%@%E 47-9%, %"J 21 -6%
=H3.93m W BERREBEDR

5 ‘ Net Profit 13.42 million

BFM13.42 88

@ Efficiency continues to improve, and positive profit
was achieved in a full year for the first time
MEERFERA > AREFEREQRT

(RMB)

e 13.42 million
(AR%T) 1,342
7
2024
[ |
-223 million
-2.231%

Our revenues increased by 18.5% from RMB1,473.7 million for the
year ended March 31, 2023, to RMB1,745.8 million for the year
ended March 31, 2024, primarily due to increase from business
recovery after COVID-19 and the increase in the number of patient
visits.

Provinces covered A Arrail Clinics ﬁ Rytime Hospitals
EELH HEBH 5] mesensns

Provinces uncovered Q Rytime Clinics ™~ = Areaof key Operations
KREEED BRDM D TERERE

BB A BEZE2023F3A31BIEFEMNARE
1,473. 78 BB N18.5% £ EH E2024F3 A31H I1E
FEMARK1,745.8H&7L * TEMHMCOVID-19
BETGERERED NRIE -
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Financial and Business Highlights

MBEREBRE

Our gross profit increased by 58.9% from RMB247.1 million for
the year ended March 31, 2023, to RMB392.7 million for the year
ended March 31, 2024, primarily due to revenue increase and
improvement in operating efficiency.

Our net profit turned from net loss of RMB223.3 million for the year
ended March 31, 2023 to net profit of RMB13.4 million for the year
ended March 31, 2024.

Our Adjusted Profit/(Loss) for the Year increased by 370.3% from
Adjusted Loss of RMB29.2 million for the year ended March 31,
2023 to Adjusted Profit of RMB79.0 million for the year ended
March 31, 2024, primarily because of the continuing improvement
of our business operation.

Underpinned by our industrial experience and sufficient cash
position, we continued to expand our business scale. During the
Reporting Period, we opened one dental hospital and one dental
clinic with a total of 41 dental chairs and upgraded eight dental
clinics and one dental hospital.

BN EFNBEEHZ2023F3A31BIEFENARE
247 1EHBITHIN58.9% EE E2024F3 A31H1E
FEMARKEINQ7TEEL © T2 HMBALE IR
BRI o

RPENBREZ2023F3A31HILFEHNFE
BARK2233FE TE AEE2024F3 A31H1E
FEFHEARKISAEETT -

BMEHEFRFE (F18) BEZE202343A8
STALFEMKRARBEARKE29.285E TGN
370.3% £ &£ 2024F3 431 H [ F[E WA T F)H
ARBE79.08EBL T EHRAMNKCEEERE
EFTE

BREBMNTELSRETROBADKF - RABE
BAREBHREK - RMEDHM - HMART —HKOE
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one clinic and one
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Wuxi Xinwu Tongshan Dental Clinic
EmBHRBEOREMDH

Beijing Rytime Tonglu Dental Hospital
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Financial and Business Highlights

MBEREBRE

d eight clinics and one
BT NN — KB

Shanghai Arrail Changfeng Clinic Chonggqing Rytime University Town No.2 Clinic  Chengdu Rytime Beisen Clinic
EEEEREMZ EEGRABH-EMND ME 2R B ARPIR2

Beijing Rytime Hospital Changsha Rytime Qimei Clinic Chongqing Rytime Yuanzhu Clinic
HRILEOBREER ROWHFREBEMD EEGRREMD

Dalian Rytime Baojia He Ping Plaza Clinic = Shanghai Arrail CitiBank Clinic Shanghai Arrail Jingan Clinic
REGREEMTESMZ LiSmmIEEMZ LBEEERMY
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Financial and Business Highlights

MBEREHEE

In addition, we opened one dental hospital with 40 chairs in April
2024. During the Reporting Period, we acquired “Guangzhou
Ruihua”, a clinic located in Guangzhou with 24 dental chairs and
an experienced medical team. As of March 31, 2024, total dental
chairs of the Group reached 1,569, increasing by 8.8% compared
to March 31, 2023. Our patient visits for year ended March 31,
2024 reached 1,965,468, increasing by 28.1% as compared to
the year ended March 31, 2023. We believe these movements will
further strengthen our leadership as a national chain in China’s
dental market.

RO R

UEoh - 7R2024F 4 - BRPIFZRT —KABEERR -
BHAORIFRHG - RBEHE - BROWET —RNL
REMOZMIEMNIGE] Z2MEG24RT R
BR—IEREENEZEK - H122024F3 A31
B AEBNFRHIGREE1,569K - EZE2023
FIAZIHMEEEK8.8% ° H{E2024F3831H
IEFE - RPIRED ARETR,965,468 AKX+ BE,
£2023F3A31HIEFEHEIN28.1% - KEEE
Lo SRR — B N B MIE RS RESE AR H
B E ISR EEHAL -
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Guangzhou Rytime Ruihua Dental Clinic
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Management Discussion and Analysis

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 10.1 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, 2024, we operated a total
of 123 stores, including 113 dental clinics and 10 hospitals in 15
cities across China, with 972 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 one dental clinic and one dental hospital with
a total of 41 dental chairs. We acquired one clinic with 24 dental
chairs. We expanded and upgraded eight clinics and one hospital
from 151 dental chairs to 200 dental chairs. In addition, we
opened one hospital with a total of 40 dental chairs in April 2024.
We continue to hire competent dentists and enhance our dental
professional team. The number of our dentists increased by 6.3%

from 914 as of March 31, 2023, to 972 as of March 31, 2024.

1 hospital with 40 dental chairs
opened in April 2024

1 A 40 RIS HBEREE2024
FARMRE

Expanded and upgraded & clinics
and 1 hospitals from 1571 dental
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Opened 1 clinic and 1 hospital
with a total of 41 dental chairs
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chairs to 200 dental chairs

R 8 RPN REBR, FRSE

151 &= 200 &



14

Arrail Group Limited HEEEERA T

Management Discussion and Analysis

BEERWED

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.

BB R
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Management Discussion and Analysis

Dual-Brand Operations

As of March 31, 2024, we operated a total of 123 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

ARRAIL I

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, 2024, we
operated a total of 49 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
FmZr=lIH7T SENTAE

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 Dental
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, 2024, we operated 74
stores, including 10 hospitals and 64 Rytime clinics in 11 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 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.

BEEERWED T
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Our Hospitals and Clinics

As of March 31, 2024, we operated a total of 123 stores, including
(i) 118 clinics, of which 49 clinics were under the Arrail Dental
brand and 64 clinics were under the Rytime Dental brand; and (ii)
10 hospitals under the Rytime Dental brand, as illustrated in the
map below.

[l Provinces covered B H M \
Provincesuncovered  AWHAH O-
A Arrail Clinics i {2 Bt
@  Rytime Clinics H &L it
Rytime Hospitals e =3

11
Ll

Area of key Operations - 25 48 2% [ i,
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AT BT » B E2024F3831 8 @ &KL

HA23KME - BEOI13K2 (AR InEERH
%49%&% OpERE64R) + K(ii) Atz OB
AR 10K BB -

|E§| 123

Dental Clinics and

Hospitals
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Operating and financial performance
RERMBFREA

Total patient visits
BEDAR

28%

Revenue per
dental chair
BRFRFH
WA

1 8% ’ T
Total number of

dental chairs
FRIFEH

4 9%

Visits per dental chair

BRIMBHRLDRE

4 18%

Note: for the year ended March 31

Bt - BE3A31BILEE
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Our total patient visits increased from 1,534,162 for the year
ended March 31, 2023 to 1,965,468 for the year ended March 31,
2024, representing an increase of 28.1%. The following table sets
forth the breakdown by brands in relation to our operating and

financial performance.

el

BFMEEL AXHEE2023F3A31HIEFERN
1,534,162 NIRIENMEB E2024F3A31HILFE
#91,965,468 AR - HHERILIN28.1% ©
B BEE R ISRIERM -

TREIIZ

For the year ended March 31,
BE3A31BLEE

2024 2023
2024 F 20234
Total patient visits BEDAR 1,965,468 1,534,162
Arrail Dental Ty B A 531,894 480,623
Rytime Dental I A 1,433,574 1,053,539
Total number of dental chairs FRIEHEE 1,569 1,442
Arrail Dental ImRE R 505 517
Rytime Dental i pmp 1,064 925
Visits per dental chair BRIBVBHIRZIXE 1,253 1,064
Arrail Dental B B A 1,053 930
Rytime Dental g A 1,347 1,139
Revenue per dental chair (RMB in thousands) BRIMBABRA (ARETT) 1,112 1,022
Arrail Dental ol 1,554 1,384
Rytime Dental WmEARE 903 820
Total patient visits Visits per dental chair
B2 BRITBHHIR S KB
Arrail Dental |shenenenen 480,623 Brand/ & kg %
HHEN S amdad 531,894 Arirﬁ?% I?ﬁ?;:tal m A 1329
Rytlme Dental |cachcachcacaca e 1,053,539 Rytime Dental 1,139 .
HEOE SLLALSLLSSSSSSd 1433574 BmEOR A 18.3%

22023 22024

Total number of dental chairs

FRBER

~ ~ ~ ~ ~
SOSNSNSNSNY 517
Al - Al Al Al Al
AN 505

Arrail Dental
HEER

~ ~ ~ ~ - ~ ~ - ~ |
Rytime Dental |\ mdmm s 925

BEOE | OIS 1,064

2023 2024

Note: for the year ended March 31
Bt - BE3ANHIEFE

m2023 m2024

Revenue per dental chair (RMB in thousands)
BRIBBHBA (ARETR)

Brand/ G g
Avrrail Dental 1,384
IR R 1,554
Rytime Dental 820
RO 903

m2023 m2024

%

A 12.3%

A 10.1%
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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 47.9% for the year ended March 31, 2024 (48.1%
for the year ended March 31, 2023). Approximately 21.6% of our
new patients were referred by our existing patients for the year
ended March 31, 2024.

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 June 26, 2024, the Company (as the Lender) and Beier
Holdings Limited (as the Borrower) entered into a second
amendment agreement (the “Second Amendment Agreement”)
to the Loan Agreement as amended by the Amendment
Agreement, pursuant to which the Lender and the Borrower
conditionally agreed that, among others, the term of the Loan shall
be further extended from 18 months to 30 months commencing
from the September 30, 2022. On the same date, to cover the
liabilities and obligations of the borrower under the Second
Amendment Agreement, the Amendment Agreement and the
Loan Agreement as amended by the Amendment Agreement and
as further amended by the Second Amendment Agreement, the
original share pledge of 9,920,675 Shares held by the Borrower
was extended and 4,916,475 Shares held by Mr. ZOU Qifang,
the executive Director and one of the controlling shareholders of
the Company, were further pledged in favour of the Lender as
security for the amendments contained in the Second Amendment
Agreement.
conditions of the Loan Agreement remain unchanged and in force
and effect. For further details, please refer to the Company’s
announcements dated September 29, 2022, June 27, 2023 and
June 26, 2024.

Save for the above, all the material terms and

Save as disclosed above and elsewhere in this annual report,
there have been no other material events subsequent to the year
ended March 31, 2024, which require adjustment or disclosure
in accordance with International Financial Reporting Standards
(“IFRSs”).

BEEERWED T
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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 “Use of Proceeds from the
Global Offering” below. Save as these, the Group does not have
any concrete committed plans for material investments and capital
assets.

Employees and Remuneration

As of March 31, 2024, we had a total of 3,464 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, 2024:

AREXBREREFEETE

AEERZRBERARERE T X 2KEEMEHRIAR
& —EEN AR RBEEREENMEIIRFHE
AREBIRER - BERMANESRMERRELE
BEE Btz AEBELRFIEERKRERE
REENEAIRELET S -

BEERHMH

HZE2024F3A318 * ZM#EA S 3,464 28
BE o HEFRZEMTIIE - RMIOEER
R3PS B AT AT RIS M IS & E - TR ETIE E 2024
FIAN ARSI OES -

Number of
Function Employees %
i BE BEAE %
Dentists 7TE 972 28.1%
Nursing staff EIZAB 1,282 37.0%
Customer service staff ERAB 617 17.8%
General administrative staff ~ —fITHAE 336 9.7%
Marketing team & S E X 257 7.4%
Total @t 3,464 100.0%
Employees by Functions
RisEE SRS
Dentists Nursing staff Customer service General Marketing team
staff administrative staff

T8 EEAB ERAE —RITHAE S B X

972 1,282 617 336 257

28.1% 37.0% 17.8% 9.7% 7.4%

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.

BRI B B B M PR E T R R F TS -
mEms  BEENFHABREFE B RE
& o BPIFEEE EREEBNER (RERE
FEREETHE) ETEENHM - RAIEFHE
FRERRENRERBEANGE - BREFARE
BHZ - BEE2RE  BEERR - THRE - KX
R R AEBRR
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As of March 31, 2024, over 48.0% 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 11.1 years of post-qualification
experience in the industry. Dentists with more than five, ten and
fifteen years of experience with us accounted for 40%, 14% and
6% of our total dentists, which indicates strong employee retention
rates.

EEERWED T

HZE2024F3A318 » HIMHBIBEA8.0% M 2B T 5
%ﬁﬁﬁiiuﬁﬁf CWERHE T BEREEEEA
BEERETE ASHEEER - BRI ITEE K
n—»éi%«é%’:m&ﬁﬂwia’g TTHLE - BE M
Eﬂ%%%ﬁﬁz@ﬂ¢ T ERTREONTFEERFTF
BRI N40% ~ 14% /6% @ BRHESHNEESET

Employee Retention Rates of our dentists of the Company

RAFEEAD DB IR

| Serviced at the Company for over 5 years

EARD R TIERBSF

EARD B TERBI10F

EARD T LERBIB15E

We have also adopted the RSU Scheme with an overall limit
of 119,972,600 underlying Shares to be granted, representing
approximately 20.7% of the total issued share capital of the
Company as of March 31, 2024, for the participants under
the RSU Scheme. As of March 31, 2024, an aggregate of 626
employees were approved by the Board to be the grantees with
a total of 96,252,458 underlying Shares pursuant to the RSU
Scheme. We further adopted the 2022 RSU Scheme on September
3, 2022, pursuant to which the underlying Shares will be satisfied
by the existing Shares to be acquired by the trustee on the market
based on the trading price of the market. As of March 31, 2024,
no employees were approved by the Board to be the grantees
pursuant to the 2022 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.

Industry Outlook

The development of the dental services market in China is mainly
driven by the level of socio-economic development, an ageing
population, digitalization, rising public awareness of dental health
and other related factors. According to the Frost & Sullivan Report,
the market size of dental services in China was approximately
RMB150.0 billion in 2023, maintaining an average annual growth
rate of over 15%. It is expected to reach RMB270.0 billion by
2027.

Serviced at the Company for over 10 years

Serviced at the Company for over 15 years
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In the past three years, the pandemic has affected the
development of the dental industry to a certain extent, but the
industry’s characteristics of rigid demand, resilience and rebound,
as well as healthy cash flow, have also been recognized by
the market and investors, as evidenced by the increase in the
valuation of U.S. Dental Service Organizations. At the same time,
the industry penetration and concentration of leading institutions
have increased, and the chain effect has gradually emerged.
Although the domestic dental industry has undergone adjustments
in the past period, the incidence rate of dental diseases is
relatively high. With the low penetration rate and vast room for
development in China’s dental market, as indicated by data
such as China’s per capita dental expenditure,
dentists per million population and the number of dental implants
per 10,000 population, we are full of confidence in the future
development prospects of the dental industry.

the number of

The centralized procurement policy for dental implants has been
fully implemented nationwide in China. After nearly two years
of promotion and popularization in the market,
patients have come to understand that “dental implants”
of the effective treatments for missing teeth, leading to increased
awareness among patients about their dental health and the more
affordable pricing allowing a growing number of patients to benefit
from this treatment. Due to the characteristics of dental implant
treatment, the increase in the volume of the dental implant market
has also driven an increase in patient visits to dental institutions,
particularly for basic treatments such as restorations, periodontal
care, and root canals. In general, the dental implant market
has shown the characteristics of “volume-price balance and
product category substitution”. Medical institutions that maintain
high medical quality, have a reasonable dental implant revenue
structure, and possess general dental capabilities will benefit in
the long run.

more and more
is one

At the policy aspect, 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. As the largest
premium dental chain group in China which covers the four core
regions in China, comprising 15 Tier-1 and Tier-2 cities, the
Company will further benefit from the core advantages of “Talent,
Brand, System” and seize the huge opportunities arising from the
development of the dental market.
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Future Development Directions/Strategies

7)

Efficiency improvement and steady development

We focus on improving efficiency and operating steadily,
aiming to ensure quality and sustainable growth. We will
adopt the strategy of pooling resources to strengthen
and expand our existing markets, forming competitive
advantages and unleashing economies of scale in
the markets we have already entered, as we continue
to advance our business strategy of focusing on the
existing markets and fortifying our foundation with more
resolute steps. For its store operations, the Company
has summarized and refined a series of effective working
methods from its frontline operations through a process
of ‘distilling best practices and focusing on execution’.
The Company has then formalized these distilled best
practices into standardized operating procedures (SOPs),
which are now being continuously replicated and rolled
out across the top-tier store network.
customer management and service system, we are
leveraging the “Arrail’'s care” (the 5 touchpoints of a dental
patient’s journey) to further refine and streamline the
service processes, enhance service quality, and improve
customer experience. Meanwhile, we are actively seeking
new market opportunities to maintain the external growth
potential of the business. Additionally, we will proactively
embrace artificial intelligence (“Al”), utilizing Al to reduce
clinical misdiagnosis, assist in the training of young
dentists, improve dentist-patient communication, and
support operational analysis and decision-making. We are
fully committed to improving operational efficiency and
unleashing profitability.

In improving the

BEEERWED T
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2)

Relying on the medical-oriented principle and practice
medicine with respect

Ensuring medical quality is the essence of the development
of the healthcare industry, and the dental industry is
no exception. We adopt a number of systems including
preceptorship training, medical red line management,
specialized case classification, dentist classification,
complex medical condition discussion and multidisciplinary
consultation to ensure medical quality and safety and
provide customers with professional dental services.
In recent years, more and more expert dentists have
joined the Group, which also proves that we have been
recognized and respected in the field of dental services. In
the future, we will adhere to the medical-oriented principle,
and always regard medical quality management as a
crucial standard for enterprise development.

BERT  BEER

BREBFEEERTXERNZL  OBRER
TERBABISN - RFVIRBEEHFHIFI - B
BARER  FERROSE  TEIE &
R DI 5 R A B 2RI 2 2 5 2 R G E AR
BREEL:  REPRUEENOEER
MR# IR BARMEZHEREO RS
MATRPIEE - EHERT HMAEAESE
BAEBH TIIXEANRAMEE - KK - &
MBERABRERAN  BREEFREELEH
BRERBERNEDR

We provide professional dental services
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Leveraging brand influence to strengthen the system of
‘recruitment, training, and retention” of talent

Echoing the words of a doctor hired through the Company'’s
campus recruitment program, “Today | take pride in joining
Arrail, and before long Arrail will take pride in having me
as one of their own.” Arrail Group’s strong brand influence
in the industry is one of its key strengths. We will further
strengthen the system of recruitment, training, and retention
of talent by leveraging our brand influence. The Company
has been adhering to the principle of “empowerment and
support” and is committed to providing employees with
effective platforms and development opportunities. In
terms of medical services, we have maintained our tradition
of campus recruitment, with campus hires currently
making up nearly 20% of our medical team. Over 30%
of these campus recruits have already taken on various
management positions. We also continue to actively recruit
specialist dentists and senior dentists to ensure our clinical
capabilities remain industry-leading. In terms of operations,
we will gradually strengthen the development of our core
management talent pipeline. We will focus on identifying
and selecting high-caliber management personnel with
strong self-motivation, learning ability, and growth potential.
This will help establish a solid organizational foundation to
support the Company’s long-term development.

Enhancing corporate culture

Over the past 25 years at Arrail Group, what has
remained unchanged is our commitment to building
corporate culture. We firmly believe in the power of
culture. Corporate culture endows the Company with a
unique working environment, which in turn regulates and
influences everyone’s behavior and approach to doing
things. Over the years, a distinct “group culture” has
taken root within the Company. In this environment, our
colleagues are united by a shared set of values, which
fosters a profound sense of security and belonging.
“Integrity, professionalism, and being a good person” are
the core pillars of our corporate culture. In plainer terms,
this translates to “treating our customers as our own family,
relentlessly striving for excellence, and helping others
without causing any harm.” Our corporate culture is a core
competitive advantage of the Company, and an important
factor in achieving cross-regional development, replicating
our model to new locations, and establishing the Company
as a nationwide chain of dental institutions. It is one of our
key “moats”. Going forward, the Company will steadfastly
promote and maintain the construction of its corporate
culture.
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5) Risk management and sustainable development

Arrail Group will continue to strengthen its risk management
system to ensure the stability and sustainability of business
operations. At the same time, we will also build a market-
leading financial management system to maintain our
financial well-being, as well as formulate reasonable
financial goals and strategic planning. In addition, we
will also pay attention to our environmental, social and
governance responsibilities, continue to improve and
strengthen corporate governance and the standardized
management of listed companies, optimize the governance
structure and continue to focus on charity and public
welfare. Meanwhile, we will also further strengthen our
communication with regulatory authorities such as the
Stock Exchange as well as the Shareholders so as to keep
information transparent, with a view to creating more value
for the Shareholders.

FINANCIAL REVIEW

5)

B BRI ] B R

hREEBEENRRRERER  UER
EBEENREMEMAIFEN - B - &M
BT E—EMSRENMBERESR - N
RIMBREE  XHES EEE’JEMRWT%MJ@
BEIRE) o Rt 25 - MPTERDIERER - 1
SRAEETEMEE - HESCEM NG
EEAREMRARRBILERE  BIFER
B BERIZELT  REE—FMNEE
’é?ﬁ?ﬁﬁ%?ﬁﬁ%%&ﬂﬁ?ﬁ'ﬁﬁﬁ CRFEER

BRI BERAEEZHER-

Bt %5 1o

Financial review (RMB in thousands)

HEERE (AR TT)

Gross Profit

General dentistry %@}
968,150

Operating Profit &= : 25,995

| Selling and distribution expenses 4R &3 : 140,762

| Administrative expenses {TEBX% : 177,196

1 Share-based compensation expenses [R{3 &£ : 65,599
- Research & Development expenses 2% : 8,243

- Net Impairment Loss on Financial Assets £l & &%/ {E#518 : 559

Orthodontics R I Oth /gains-net E Bk
382,457 25,68
Implantology f&t&#} | Revenue XA
357,963 1,745,782
Cost of sales f§& M7 : 1,353,106
Others Hft
37,212

Note: for the year ended March 31
Mt - BE3A31BLEFE
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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 18.5% from RMB1,473.7 million for the
year ended March 31, 2023, to RMB1,745.8 million for the year
ended March 31, 2024. This was primarily due to increase from
business recovery after COVID-19 and the increase in the number
of patient visits.

Revenues by Dental Service Offerings

We offer a diverse range of professional and customized dental
services, covering mainly three dental sectors (i) general

BEEERWED T

BnE

AT &I ER A FHE

e T 5 &R R E
BaE - W AEE 7 — I RIE

A

RBEHA - ZRMEFEBRBEFRSHELEORED
Fr BRI » BB A BB ZE2023F3 A
B1HIEFEMNARE1 473 7EETIEMN18.5%E &,
352024¢3H STHIEFEMNARE,745. 8&%‘7_@ °

ZHNRCOVID-191&8 M E T M2 AKX
7]1] o

F2 O B B R T v 2 77 A

BMRESEEENIREORERERY 2K
Z-EFRSES : ()VEBFE G)ERE  K(ii)iE

dentistry; (i) orthodontics; and (iii) implantology. The following  #E#&l o TREZI TR REEIE O BEEERSEE
table sets forth a breakdown of our revenues by types of dental B E|HAUABRL  UBEE S8 MERFPARKAN
services, both in absolute amount and as a percentage of our BRI °
total revenues, for the periods indicated.
For the year ended March 31,
BE3A31BLEE
2024 2023
20244 20234
(RMB in thousands, except for percentages)
(ARETT - BHLRKRIN

General dentistry TR 968,150 55.5% 790,353 53.6%
Orthodontics IERE 382,457 21.9% 328,238 22.3%
Implantology TEER} 357,963 20.5% 318,330 21.6%
Others™ EAno 37,212 2.1% 36,820 2.5%
Total B 1,745,782 100.0% 1,473,741 100.0%
Note: Htat -
(1) Primarily include revenues generated from sale of dental (1) TEARENAEEKBRTEHEERME X

materials in our ordinary course of business and the operation
of our denture manufacturing plants.

C:3
BEREREREELEZNRA -
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Revenues by Dental Service Offerings

ROEERRFERS 2 HBA

® emrR

Orthodontics
IERRL

e !mplantology
EER

e Others
Al

Note: for the year ended March 31
Miat - BE3IASNBLFE

Revenues generated from (i) general dentistry increased by
22.5% from RMB790.4 million for the year ended March 31,
2023 to RMB968.2 million for the year ended March 31, 2024;
(ii) orthodontics increased by 16.5% from RMB328.2 million for
the year ended March 31, 2023 to RMB382.5 million for the year
ended March 31, 2024; and (iii) implantology increased by 12.5%
from RMB318.3 million for the year ended March 31, 2023 to
RMB358.0 million for the year ended March 31, 2024.

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, 2024, we operated
49 dental clinics in Tier-1 cities under the Arrail Dental brand,
and operated 64 dental clinics and 10 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.

General Dentistry

BN ERITIBIEEHRABREZE2023F3 A 31
BIFFEMARK70 4B ETIEM22 5% EFHE
20243 A31HIEFEMARKEIS8.2EETT  (ii)
FHEELENRABREE2023F3A31HILFER
ARBE328 2HE T N16.5% 2 £ 202453 A
S1HIEEEMAREI825B&E T (i) EER
EXNWRABREE2023F3A31BILEFEMARE

318 3EBILIENMNI12.5%EEHE=2024F3 A31H 1t
FEMAREISB0EETT -

B 1 E| 77 BN

BMEBHERER MIEROERERAE GRS
& TR B EMSREEE2COREERS - &
£2024F3A31H  HEMUNIEBEER REE—EW

TMELAORAEZH T REOBERETE2E—
RN R TIBE64AR AL AT R 10R A8

Bt o TRETINAPARABRPIRDIEE D

S 0R ON:E
A ABHEBRRERMERANBED LI

For the year ended March 31,
BZE3A3ALEE

2024 2023
2024 20234
(RMB in thousands, except for percentages)
(ARETT - BHBkRIN
Arrail Dental ImE e 784,792 45.0% 715,299 48.5%
Rytime Dental el 960,990 55.0% 758,442 51.5%
Total et 1,745,782 100.0% 1,473,741 100.0%




2023/24 Annual Report £E#RE

29

Management Discussion and Analysis

Cost of Sales

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 materials 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.

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.

BEEERWED T

HERA
BAHERAEZRE()VEEEAFAX - (N8
N R(i)mAERTE - BERAIAXIES
EEHe  BAREL BRLHEREXAREER
o FERBERXTIECRBRERE NARE
REA - HEMRKEREREEE (DRELARE
BVEE) WITE - MRS ZZ8ERME R
BEM(TEaEBER - ERREECHANITER
FFEEIFRIFE)RBEA

TREHRMIRFRARRIEG S D0 EKAR
A ABESERERMEHEKRENBE D LIIR

For the year ended March 31,
BEZ3A31ALEE

2024 2023
20244 20234
(RMB in thousands, except for percentages)
(AREETFIT - BALLBRIN
Employee benefits expenses EERFFAXZ 724,642 53.6% 622,426 50.7%
Depreciation and amortization e REE 231,786 17.1% 242,177 19.7%
Dental materials used Fr AR e Rk 264,763 19.6% 241,757 19.7%
Consulting fees BB 25,010 1.8% 33,434 2.7%
Office and property management  #iANMYEEIERE 60,975 4.5% 57,550 4.7%
expenses

Others® EHfbo 45,930 3.4% 29,313 2.5%
Total st 1,353,106 100.0% 1,226,657 100.0%
Note: Bt -

(1) Primarily include rental expenses, travelling expenses, training

expenses and utility expenses.

(1) EIBeEMEM - 2REE - EIEZRK
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Our cost of sales increased by 10.3% from RMB1,226.7 million for
the year ended March 31, 2023 to RMB1,353.1 million for the year
ended March 31, 2024, primarily due to the increase of labor cost,
dental materials used and office and property management in line
with business growth.

Gross Profit

Our gross profit increased by 58.9% from RMB247.1 million for
the year ended March 31, 2023 to RMB392.7 million for the year
ended March 31, 2024, primarily due to revenue increase and
improvement in operating efficiency.

Selling and Distribution Expenses

Our selling and distribution expenses primarily consist of (i)
employee benefits expenses for our sales and marketing staff;
(ii) 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 selling and distribution expenses, for the
periods indicated.

RPN ERANBHEE2023F3A31HIEFENA
R#1,226.7A 8T IN10.3% EH E 202443 A31
BILEFEMARB1353.15E T EEEHNEH
BN~ BT SF BRI R R it A = A e FE RS TR A 38 A0

HEBIRR—2 -

EF
RPN EFBEEE2023F3A31BIEFEMNARE

247 1A BILIEINE8.9% EH £2024F3A31 81t
FENARKEI0R27AEE  TER2HRWAL IR

B R -

HEREHMX

BAMHEMEHEAXIEBRE()VHEEREHAR
R BREAF  (I)EEREHEM - R(i)##
B o TREHIRMNPTR AR HEE RALHF A
A NRHSBREREE MEERNE DL
o

For the year ended March 31,
BZE3AIBLEE
2024 2023
20245 20234
(RMB in thousands, except for percentages)

(ARBTIT - ANHERIN)

Employee benefits expenses EERAMMAZ 67,870 48.2% 47,717 51.2%
Advertising and marketing expenses B R EHERY 61,832 43.9% 37,591 40.3%
Consulting fees BAE 7,386 5.2% 4,727 5.1%
Others Hio 3,674 2.7% 3,238 3.4%
Total Fo 140,762 100.0% 93,273 100.0%
Note: et -

(1) Primarily include travelling expenses, training expenses and (1) FERREKRAE - HIIAZRBERAS -

recruitment expenses.
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Our selling and distribution expenses increased by 50.9% from
RMB93.3 million for the year ended March 31, 2023 to RMB140.8
million for the year ended March 31, 2024, primarily because we
expanded marketing team and carried out more marketing and
promotion activities during the Reporting Period.

Administrative Expenses

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

BEEERWED T

BPIHEE RAEHATHEZE2023F3A31 B IEF
EBMARKEIIIEETIENS0.9%EHE20245F3
A31HIEFEM AR 140, 8§%ﬁ'i£mﬁéﬁé
WMERR - BRMEALHEER W ETE S E HRIE
BEIEBATE -

ITHRAX

ﬁﬂ“ﬂﬁ’ﬂﬁﬁlFfﬁii%@%(i)ﬁﬁfﬁ@ﬂ@&ﬁﬁi DI E

BREEENEMITRAENREERAMX
(in)mu’EU;%? R(iv)IrER#H - TREIIRMARA
THIME TP - AR SRR AE 1T B
NBEBEDLIIR -

For the year ended March 31,
BZE3AIHLEE

2024 2023
2024 % 2023%F
(RMB in thousands, except for percentages)
(AR¥TT - BOLERIN
Share-based compensation BB EFZ 65,599 27.0% 194,118 56.3%
expenses
Employee benefits expenses EERMMAXZ 98,273 40.5% 87,672 25.4%
Consulting fees AR 27,346 11.3% 18,536 5.4%
Depreciation and amortization Yree sy 24,698 10.2% 17,062 4.9%
Office and property management ## 2R SRR 6,727 2.8% 5,482 1.6%
expenses
Auditor’s remuneration =1 Bl 57 B 4,000 1.6% 4,500 1.3%
Others™ EHbo 16,152 6.6% 17,388 51%
Total Fo 242,795 100.0% 344,758 100.0%
Note: Htat -
(1) Primarily include travelling expenses, training expenses and (1) FTERFEIRMASE - [HIAZRBERAS

recruitment expenses.
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Our administrative expenses decreased by 29.6% from RMB344.8
million for the year ended March 31, 2023 to RMB242.8 million
for the year ended March 31, 2024, primarily due to decrease in
share-based compensation expenses for RSUs, majority of which
had been already vested before the end of the Reporting Period.

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 of total research and
development expenses, for the periods indicated.

RFANTHRASHEE2023F3A31BIEFENA
R¥344 8B BT 29.6%EHE 20243 A31
BIEFEEMARK2428FET  TERANAILD
SR B0 AL R BASR AT 2 57 B A i AR A B
BRRBD -

e

HPNAER T ZBRE)TFEABNEERHFH
3 R(il)FERE o TERESIIR IR AR B AT 2%
FX A WERHSERMENERXEREIL
IR ©

For the year ended March 31,
BZ3A3IHLEE
2024 2023
2024%F 2023%F
(RMB in thousands, except for percentages)

(ARBTTT - AR

Employee benefits expenses EERAMHAZ 3,182 38.6% 10,293 55.5%
Consulting fees BB 3,055 37.1% 6,085 32.8%
Depreciation and amortization e R 1,848 22.4% 1,836 9.9%
Others™ EAn™ 158 1.9% 328 1.8%
Total F 8,243 100.0% 18,542 100.0%
Note: Bt -

(1) Primarily include travelling expenses, property management (1) TEAEERBY  WETEHINKER

expenses and utility expenses.
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Our research and development expenses decreased by 55.7%
from RMB18.5 million for the year ended March 31, 2023 to
RMB8.2 million for the year ended March 31, 2024, primarily
because of the decrease in employee benefits expenses reflecting
the decrease in the expenses of maintenance and follow-up
development of our self-developed information technology.

Net Impairment Loss on Financial Assets

Net impairment loss on financial assets refers 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. Net impairment loss on financial
assets was RMBO0.6 million for the year ended March 31, 2024,
compared to net impairment loss on financial assets of RMB2.9
million for the year ended March 31, 2023, primarily due to the
decrease in long aged trade receivables and other receivables.

Operating Profit

For the year ended March 31, 2024, our operating profit
was RMB26.0 million, compared to an operating loss of
RMB190.3 million for the year ended March 31, 2023, mainly
due to the increase in revenue and the decrease in share-
based compensation expenses. Excluding the share-based
compensation expenses, our Adjusted Operating Profit for the
Year would be RMB91.6 million for the year ended March 31,
2024.

Net Finance Costs

Our net finance costs decreased from RMB25.3 million for the
year ended March 31, 2023 to RMB8.1 million for the year ended
March 31, 2024, primarily due to the increase in interest income
from bank deposits.

Net Profit/(Loss) for the Year

As a result of the foregoing, our net profit for the year turned from
loss of RMB223.3 million for the year ended March 31, 2023 to
profit of RMB13.4 million for the year ended March 31, 2024.

BEEERWED T

RPN FATHEE2023F3A31HIEFENA
RE18 5B B LM 55.7% E2E E 20243 A31H
IFEMARBS2EE L T ERHNEERFHA
SR MERBREME EHENEMBHENEE
LREFREERRD -

SREEFRERR
TREEFREREERESRIBENRE e RE M
BMEHEE S REAMEIRIBRIINAERER

ECHMEBMCEAREER - HE2024F3 A
S1HLFE  BMNEeREEFREBEAARE
0.6BHEIL MEZE2023F3A31HILEFENGRE
EFREBEINAARK208E TE2ENE
R R HE 5 B WGIE K H R IR D o

EE RS

HZE2024F3A31AIEFE  HMINEEFBEAA
R¥26.0887T * MEZE2023%F3A31HILFEH|
AEEEBARKI1903EET  TE2HNKRALEL
NG SRR - SIBRBRGOMSRX -
R E2024F3A31BILFEMNKARFRLE
MEAARKIIN 6AET -

R A

BFEFH B ABHEE2023FE3A31HIEFEER
AR5 3EE LML EEE£2024F3A31HIEF
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AR ERE - RANFRFEFNEREZ2023F3
AB1HILFEHESEEBARK2233FE L #4
HZE2024F3A31HILFEHEMNEARB13.48
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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 decreased from RMB324.2 million as of March 31,
2023 to RMB320.1 million as of March 31, 2024 primarily due to
depreciation of property, plant and equipment.

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 decreased from RMB692.1 million as of March 31,
2023 to RMB670.5 million as of March 31, 2024, primarily due to
depreciation of right-of-use assets.

Net Current Assets

We had net current assets of RMB877.7 million as of March 31,
2024, compared to net current assets of RMB808.7 million as
of March 31, 2023, primarily because of the increase in time
deposits with original maturity over three months.

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.

Our trade receivables increased by 17.2% from RMB75.6 million
as of March 31, 2023 to RMB88.6 million as of March 31, 2024.
Our trade receivables turnover days were 23 days for the year
ended March 31, 2023, and 21 days for the year ended March
31, 2024. The decrease in turnover days was mainly due to the
improvement in collecting trade receivables from insurance
companies and corporate clients.

W% BERRE

BMOME  BEREBEEERRE()EERE (i)
MR FAERIRE  (10))78 - R(iv)EEMEEE -
BPWYE - BEMEEREZE2023F3HA31HE
AREEZ24 2B E LB EHE2024F3 318
ARMS201EET  TEZERYE  BE K&E
WERMHN -

EREEE

RIEE B S REEBE165  BRMNEREEE
BOBEZHM  BRERASFHEE - KMHOFER
HEEAEMEE2023F3 A31HMARKER21HE
TRV EHE2024F3A31HMNARKGE70.588
T EERANEREEENE -

HE202453A318 - MW FRDEERARE
877.7EETT  MEE20234F3A31HAAF R
BEEARKESS7TEEL  TERHAR=-M@ANUELR
AT SR80 -

g 5 EWRIR

BORBRBELTZEARATERBREFHENER
MR ERREMOOREERBERTFHZIE - WE
SREUGREBHN —FLARKE - BI5E AR
BE -RMBEERERTSHEEABSERE - It
SN BMEERFPME  RMBEELE TN F10260K
H{EEH -

BN E S EUGIEREZ2023F3A31HMAR
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HE2024F3A31AIEFE - HPINE FEWFIA
REXHH R B23RKR21K - BERXBHLTER
HRARBARREERFPBINE ZEWRFKENS
B FTkE e
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Other Receivables

Our other receivables primarily consist of (i) loans to related
parties; (ii) receivable from RSU management agency and deposit
in a security broker for share repurchase; and (iii) loans to
employees, net of loss allowance. Our other receivables included
in current assets decreased by 10.7% from RMB206.5 million as
of March 31, 2023 to RMB184.5 million as of March 31, 2024,
primarily because we collected most of receivables from RSU
management agency and part of loans to employees.

Trade Payables

Our trade payables primarily represent the amount due to our
suppliers. Our suppliers typically granted us a credit period of 90
days.

Our trade payables remained stable at RMB85.0 million as of
March 31, 2023 and RMB83.8 million as of March 31, 2024. Our
trade payables turnover days decreased from 59 days for the
year ended March 31, 2023 to 49 days for the year ended March
31, 2024 accordingly, primarily because we accelerate payment
process.

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 decreased by 28.3%
from RMB124.5 million as of March 31, 2023 to RMB89.3 million
as of March 31, 2024, primarily because we settled most of the
amounts due to employees arisen from exercise of RSUs.

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 RMB328.8 million,
unlisted debt instruments of RMB35.7 million and unlisted equity
instruments of RMB30 million. The unlisted debt instruments
represent 8.22% interest in Hangzhou Jarvis. The unlisted equity
instruments represent 20% equity interest in Hangzhou Jinyaori.

BEEERWED T
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Prepayments

Our prepayments primarily consist of (i) prepayments for braces;
(ii) incremental cost of obtaining contracts, representing the
(iii) prepayments for inventories other

than braces; (iv) prepayments for equipment; and (v) short-term

commissions to dentists;

lease prepayments. Our prepayments decreased by 5.6% from
RMB142.2 million as of March 31, 2023 to RMB134.2 million as of
March 31, 2024, primarily due to the decrease in prepayments for
equipment.

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, our currency translation differences mainly arise
from the translation of the financial statements of some of our
entities from the functional currency in United States dollars to the
reporting currency in Renminbi.

The 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.

Contingent Liabilities

As of March 31, 2024, 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.
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Liquidity and Financial Resources and Capital Structure

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. As of
March 31, 2024, we had cash and cash equivalents of RMB656.3
million, as compared with RMB621.9 million as of March 31, 2023.

There is no material change in the capital structure of the
Company during the Reporting Period. 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, 2024, we
incurred capital expenditures of RMB110.7 million, compared
to RMB126.8 million for the year ended March 31, 2023. The
decrease was primarily because we acquired “TongShan Dental”,
a dental group with one dental hospital and eight dental clinics
in August 2022, leading to the increase of property, plant and
equipment and intangible assets for the year ended March 31,
2023. 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,
2024, we had obtained undrawn bank loan facilities of RMB486.0
million.

As of March 31, 2024, the gearing ratio (calculated as total
borrowings divided by total equity and multiplied by 100%) is
19.4%.

Charge on Assets

As of March 31, 2024, we pledged a total of US$23.8 million
(equivalent to RMB168.6 million) to banks as the collateral for
bank loans of RMB199.85 million.
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EXECUTIVE DIRECTORS

Mr. ZOU Qifang (H¥), aged 70, is our founder, chairman of
the Board and chief executive officer. He has been the Director
since May 2001 and was re-designated as an executive Director
in June 2021. Mr. Zou founded the 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 the 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 (!
ME(EE)ER AR,
June 1995 to September 1996. Mr. Zou served as a manager in
Tianjin Smith Kline & French Laboratories Ltd. (Fr3EK i 5 77 5 2
AR 7] from 1982 to August 1990.

a global management consulting firm, from

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. XIN Qin Jessie, aged 54, is the executive Director and chief
financial officer. Ms. Xin joined the Group in July 2015. She has
been the 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 the Group,
Ms. Xin served as a deputy general manager of finance in iKang
Healthcare Group (EFEBE%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 (E#87), aged 61, is the 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 the 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 the Group and general manager of hospitals and clinics
since June 2020. Prior to joining the Group, Mr. Zhang served
as the chairman of the board of Zhejiang Tongce Dental Medical
Management Co., Ltd. (i IEFXOBRBRIREAEEEEERARF), a
subsidiary of TC Medical (:B2 & & k» BFR 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 (PO)I| K575 8s
0 (formerly known as the West China Medical University (2
FAERIKE)) from January 1989 to May 2001.

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 (B M€ ) in November
2010. He was the vice president of the 4th Council of the Chinese
Stomatological Association (P HOEEEeFEEIBEE) and the
chairman of the 4th Periodontology Professional Committee of the
Chinese Stomatological Association (%% (L% £ 5 0U)E 7 AR
BEXZET)
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Mr. Zhang received a bachelor’'s degree in medicine from the
School of Medicine of the Zhejiang University (7T AZ258E0:)
(formerly known as Zhejiang Medical University (iT;TERIKER))
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 Univers.ity (P9Il KE2ZEFEEEEH Q)
(formerly known as the West China Medical University (Z=7G2%}
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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. LIU Xiaomei Michelle, aged 56, is the independent
non-executive Director. 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. (JLREEHMIEEEEEMRAF) 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. (1&g ERBHLBRAF]), 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 (I 9MEEE 5
KE) (formerly known as the China Institute of Finance (FE & &t
Ep7)) 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 69, is the independent non-executive
Director. He is primarily responsible for providing independent
opinion and judgment to the Board.
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Mr. Sun currently serves as an executive director of Brayn
International Corporation Limited (B&EBRERMHER A7), a
company principally engaged in business consultancy services,
since January 2020. He was appointed as a partner emerita (%%
FEZEBALEAN) of AT. Kearney Inc. (RIEBBEEIEHAMAAT) in April
2018. Mr. Sun served as a senior global partner of A.T. Kearney
(Hong Kong) Limited (BIERE(EAB)BRAF]) and A.T. Kearney
(Shanghai) Management Consulting Co., Ltd. (RIEBE( L&)
R AMR DA from December 1994 to March 2018. Prior to that,
he served as a business analyst in Eastman Kodak Company
Medical Imaging Branch (fZERQ R 2EZEH A7) from July 1994
to November 1994.

Mr. Sun received a bachelor's degree in engineering from the
East China University of Science and Technology (ZEXRET
KE) (formerly known as the East China Institute of Chemical
Technology (2858t T&Fx)) 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 (/& &#£pt)
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 (FEIZEITEERT) in Zhejiang Province, the PRC in June 2019.

Mr. ZHANG Bang (3k%#), aged 56, is the independent
non-executive Director. 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 (L&)
EERAFRAF), having held that position since April 2018. Mr.
Zhang served as the chief financial officer of DG Group (Z#:&(&
¥ 4£E) from February 2016 to February 2018 and Golden Jaguar
Group (£ #8592 EE) 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. (ZE#(=
BEAT(L8)ER AT, a subsidiary of MecoxLane Co. Ltd. (2%
MEEE), a company previously listed on the NASDAQ with stock
code MCOX, from July 2009 to October 2013.
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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.

SENIOR MANAGEMENT

Mr. ZOU Qifang (#X%), aged 70, also acts as the chief
executive officer of the Company. He is responsible for overall
strategic planning and business direction planning, supervising
and management of the Group’s business. Please see section
headed “Executive Directors — Mr. ZOU Qifang” above for details
of his biography.

Ms. XIN Qin Jessie, aged 54, also acts as the chief financial
officer of the Company. She is responsible for supervising
accounting and financing of the Group. Please see section
headed “Executive Directors — Ms. XIN Qin Jessie” above for
details of her biography.

Mr. ZHANG Jincai (¥%87), aged 61, also acts as the chief
medical officer and general manager of hospitals and clinics of
the Company. He is responsible for overseeing medical services
of the Group and operations of our dental hospitals and clinics.
Please see section headed “Executive Directors — Mr. ZHANG
Jincai” above for details of his biography.

Mr. QU Bo (H#1%h), aged 55, was appointed as the vice president
and chief operation officer of the Company in October 2020. He is
responsible for overseeing operations of the Group. Mr. Qu joined
the Group in May 2007.
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Prior to joining the Group, Mr. Qu served as a lawyer at Liaoning
Fada Law Firm (EZEXEKXZANERPT) (formerly known as Dalian
Fada Law Firm (REAKRERIERFT)) from December 1992 to
June 1995. He served as a manager of mainland China business
in Van Yu Trading Company Limited (888 KE 5ER A7) from
June 1997 to January 2002.

Mr. Qu received his bachelor’s degree in law from the Law School
of the Jilin University (F#K&) 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.

Mr. Zhu Zhenghong ()RIEZ), aged 57, was appointed as the
vice president of the Group and general manager of Rytime in
December 2022. He is responsible for overall operation and
management of Rytime Dental in various geographic regions. Mr.
Zhu joined the Group in December 2020.

Before joining the Group, Mr. Zhu served as a deputy director
of the stomatology section of Beijing Tongren Hospital (3t=[F
{ZEPFT) from September 2000 to February 2005, vice dean and
dean of Nanjing Tongren Hospital (BRE{Z&Fc) from July 2007
to December 2010 and executive vice president of Hainan HNA
Health Management Co., Ltd. (8FEMEREERERAF]) from
March 2013 to July 2015. Mr. Zhu joined Taikang Life Insurance
Co., Ltd. (FERBREBERMDARAF]) in July 2015 to serve as
general manager of its medicare development division and vice
president of TK Healthcare Investment Holdings Company Limited
(FREREXRELERAMRAT) (“Taikang”), and had served as
the chief executive officer of Taikang Bybo Medical Group Co.,
Ltd. (EREEEELEAR2AA) following Taikang's strategic
investment in Bybo Medical Group Co., Ltd. (FBEEELEEREA
Al) in April 2018.

Mr. Zhu holds a bachelor's degree from West China Medical
University, a master’s degree and a doctoral degree from Peking
University School and Hospital of Stomatology and an EMBA
degree from China Europe International Business School.
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Mr. HU Yunfan (#ZE1l), aged 46, 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 the Group in
April 2009.

Prior to joining the 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 (bR 29 [EEMIT 7 IES
SEEEZEE) 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 (1t7R55 29 JEEH#
rREDEEBEES).

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

Mr. Hu Xing (#8£), aged 40, 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. (EEMERAREFMZABR AT, 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 the Group.

Prior to joining the 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.
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COMPANY SECRETARY

Ms. Au Wai Ching (EZ&), was appointed as the company
secretary of the Company in April 2022. Ms. Au is a senior
manager of SWCS Corporate Services Group (Hong Kong)
Limited, which is a corporate service provider.

Ms. Au is an associate member of both The Hong Kong Chartered
Governance Institute and The Chartered Governance Institute in
the United Kingdom.

She 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

In accordance with Rule 13.51B(1) of the Listing Rules, the
changes to information required to be disclosed by the Directors
pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) between
the date of the Company’s 2023/24 Interim Report and the date of
the Company’s 2023/24 Annual Report is set out below:

Mr. Zou Jianlong, who was an executive Director, passed away on
January 2, 2024.

Save as disclosed above, 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, 2024.

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 (#HF5)

Ms. XIN Qin Jessie

Mr. ZHANG Jincai (Z$874)

Mr. ZOU Jianlong (B#I#E) (passed away on January 2, 2024)

Independent Non-executive Directors

Ms. LIU Xiaomei Michelle
Mr. SUN Jian (F&f&)
Mr. ZHANG Bang (5K %)

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, Ms. XIN Qin Jessie and Mr. ZHANG Bang will retire
by rotation at the AGM pursuant to the Articles of Association.
Mr. ZHANG Bang is eligible and will offer himself for re-election,
while Ms. XIN Qin Jessie has decided not to offer herself for
re-election at the forthcoming AGM in order to focus on her
management commitment as the chief financial officer of the
Group, and she will retire as an executive Director after the
conclusion of the forthcoming AGM. 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
19 to the consolidated financial statements on pages 244 to 246
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 services

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 is 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.

Directors’ 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;

. 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;

° 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
management is of great importance for our long-time development
and growth. During the year ended March 31, 2024 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 “Environmental, Social and Governance Report” (the “ESG
Report”) of the Company which will be published on the same
date with 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, 2024, 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, 2024, the Group had 3,464 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, 2024:
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Number of
Function Employees %
Hek B BEAE %
Dentists TE 972 28.1
Nursing staff HIEAE 1,282 37.0
Customer service staff ERAEB 617 17.8
General administrative staff —MR{TEAE 336 9.7
Marketing team & i E X 257 7.4
Total @t 3,464 100.0%

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.
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As of March 31, 2024, over 48.0% 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 11.1 years of post-qualification
experience in the industry. Dentists with more than five, ten and
fifteen years of experience with us accounted for 40%, 14% and
6% of our total dentists, which indicates strong employee retention
rates.

We have also adopted the RSU Scheme with an overall limit
of 119,972,600 underlying Shares to be granted, representing
approximately 20.7% of the total issued share capital of the
Company as of March 31, 2024, for the participants under
the RSU Scheme. As of March 31, 2024, an aggregate of 626
employees were approved by the Board to be the grantees with
a total of 96,252,458 underlying Shares pursuant to the RSU
Scheme. We further adopted the 2022 RSU Scheme on September
3, 2022, pursuant to which the underlying Shares will be satisfied
by the existing Shares to be acquired by the trustee on the market
based on the trading price of the market. As of March 31, 2024,
no employees were approved by the Board to be the grantees
pursuant to the 2022 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.

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.
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For the year ended March 31, 2024, purchases from the Group’s
five largest suppliers accounted for approximately 36.9% (2023:
30.2%) of the Group’s total purchase amount in the same year.
Purchases from the Group’s largest supplier for the year ended
March 31, 2024 accounted for approximately 13.0% (2023: 12.9%)
of the Group’s total purchase amount for the same year.

Hangzhou Shengchao, a connected person, was our second
largest supplier for the year ended March 31, 2024 and accounted
for 6.9% of the Group’s total purchase amount during the same
period. 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, 2024.

For the year ended March 31, 2024, 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, 2024, the Group's five
largest customers accounted for 1.1% (2023: 1.3%) of the Group’s
total revenue, and the Group’s largest customer accounted for
0.3% (2023: 0.4%) of the Group’s total revenue.

None of the Directors, their respective close associates, or any
Shareholders 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, 2024.
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During the year ended March 31, 2024, 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,
2024 are set out in the consolidated income statement 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 19 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, 2024 are
set out in Note 15 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, 2024 and details of the Shares issued
for the year ended March 31, 2024 are set out in Note 26 to the
consolidated financial statements.

DEBENTURE ISSUED

The Group did not issue any debenture for the year ended March
31, 2024.

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, 2024, 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 RMB167,600 to the non-profit organization for
charitable and community purposes during the Reporting Period.

DIVIDENDS

The Board did not recommend the distribution of a final dividend
for the year ended March 31, 2024.
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The Company is a holding company registered 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 the subsidiaries. Distributions from the Company
and the subsidiaries may also become subject to any restrictive
covenants in bank credit facilities, convertible bond instruments
or other agreements that the Company and the subsidiaries may
enter into in the future.

The amount of dividend actually distributed to the Shareholders
will depend upon our earnings and financial condition, operating
requirements, capital requirements and any other conditions that
the Directors may deem relevant and will be subject to approval
of the Shareholders. The 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.

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, 2024. The Company has taken out and
maintained liability insurance to provide appropriate coverage for
the Directors.
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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, 2024, our company did not retain any
distributable profits under IFRS as reserves to our equity
Shareholders.

Details of movements in the reserves of the Group and the
Company during the year ended March 31, 2024 are set out in
Note 27 to the consolidated financial statements in this annual
report.

BANK LOANS AND OTHER BORROWINGS

Particulars of bank loans and other borrowings of the Group as
at March 31, 2024 are set out in Note 28 to the consolidated
financial statements in this annual report.

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

As of March 31, 2024, save as disclosed in the section headed"
— Connected Transactions — Provision of Loan and Pledge
of Shares” below, the Company has not entered into any

loan agreement which contains covenants requiring specific
performance of the Controlling Shareholders.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES
Save as disclosed in this annual report, the Company does not

have any other disclosure obligations under Rules 13.20, 13.21
and 13.22 of the Listing Rules.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors entered into a service contract
with our Company, pursuant to which each of them agrees to
act as an executive Director (as the case may be), subject 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.

Each of the independent non-executive Directors entered into
an appointment letter with our Company. The initial term for the
appointment letters shall be three years and is 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.

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 section 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,
2024.

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, 2024 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, 2024.

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, 2024, 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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of Shares/ Percentage of
Name of Director Underlying Shareholding
or Chief Executive Nature of Interest Shares Held Interest™
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ESYESTRABES ERtE HERDEE BRBE DO
Mr. ZOU Qifang Beneficial owner 15,310,775(L) 2.64%
WHF K& BB A
Interest in controlled corporations® 9,920,675(L) 1.71%
REEEER
Founder of discretionary trust® 48,671,025(L) 8.39%
WIBEERILA®
Interest of a party to an agreement® 104,146,800(L) 17.95%
Rl KT Ewm @
Ms. XIN Qin Jessie Beneficial owner 1,125,000(L) 0.19%
FH Lt EwmfEEA
Founder of discretionary trust® 1,250,000(L) 0.22%
WIBEERLA®
Mr. ZHANG Jincai Beneficial owner 1,064,900(L) 0.18%
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Notes:

Calculated based on 580,341,950 total issued Shares as of
March 31, 2024.

Beier Holdings Limited holds 9,920,675 Shares directly, which
is wholly owned by Mr. ZOU Qifang. Therefore, Mr. Zou is
deemed to be interested in the Shares held by Beier Holdings
Limited under the SFO.

On July 7, 2023, Beier Holdings Limited completed the
registration of charge over all of the shares held by it in favour
of the Company as security. Please refer to the announcement
of the Company dated June 27, 2023 for details.

Mingda International Limited holds 18,500,000 Shares
directly, which is in turn wholly owned by Rise Day Holdings
Limited. On the other hand, Rise Day Holdings Limited holds
30,171,025 Shares directly, which is in turn wholly owned by
United Culture Assets Limited, a BVI company wholly owned
by an independent trustee entrusted by Mr. Zou. A family trust
was established over United Culture Assets Limited for the
benefits of Mr. Zou and his family members accordingly, of
which Mr. Zou acts as the protector and settlor. Therefore, Mr.
Zou is deemed to be interested in the Shares held by each of
them under the SFO.

The Board has set up Arrail Sunshine as a platform in the
BVI to hold incentive shares for the participants under the
RSU Scheme. The voting rights of the Shares held by Arrail
Sunshine (including Shares held in favour of the participants
other than Mr. Zou) is held by Mr. Zou by way of proxy.
Therefore, Mr. Zou is deemed to be interested in the Shares
held by Arrail Sunshine (including Shares held in favour of the
participants other than Mr. Zou) under the SFO.

Mismic Limited holds 1,250,000 Shares, which is a BVI
company wholly owned by an independent trustee entrusted
by Ms. Xin for a family trust established for the benefits of Ms.
Xin and her family members. Therefore, Ms. Xin is deemed to
be interested in the Shares held by it under the SFO.

The letter “L” denotes the person’s long position in the Shares.
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Save as disclosed above, as of March 31, 2024, none of the
Directors or chief executives of the Company or their associates
had or was deemed to have any interests or short positions in the
Shares, underlying Shares or debentures of the Company or any
of its associated corporations.

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

As of March 31, 2024, 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
circumstances at the general meetings of the Company or any
other members of the Group:
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as of March 31, 2024
R20245F3 B31 BTl H

ARG EER 5
Number of Approximate

Name of substantial shareholder Nature of interest Shares percentage®

FTERRER EEME ROEE BAOBRDED

Rise Day Holdings Limited Beneficial owner 30,171,025(L) 5.20%
E=BEBA
Interest in controlled corporations® 18,500,000(L) 3.19%
MR EEER®

United Culture Assets Limited Interest in controlled corporations® 48,671,025(L) 8.39%
REEEEER

Trident Trust Company (HK) Limited Trustee® 48,671,025(L) 8.39%
FFEA@

Arrail Sunshine Holdings Limited Beneficial owner® 114,341,100(L) 19.70%
EmfE A0

KASTLE LIMITED Trustee® 119,632,100(L) 20.61%

ETBEBARAT ZEEAW®

Elbrus Investments Pte. Ltd. Beneficial owner® 58,237,675(L) 10.04%
EmHEEAC

Temasek Life Sciences Private Limited Interest in controlled corporations® 58,237,675(L) 10.04%
MR EEERO

Fullerton Management Pte Ltd Interest in controlled corporations® 58,237,675(L) 10.04%

R RSO
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Shares/Underlying Shares Held
as of March 31, 2024
R202453 B31 BTk H

ARG EER 5
Number of Approximate
Name of substantial shareholder Nature of interest Shares percentage®
FTERRERE EEME REE BAOaao
Temasek Holdings (Private) Limited Interest in controlled corporations® 58,237,675(L) 10.04%
MR EEERO
Total Success Investment Ltd. Beneficial owner® 49,476,900(L) 8.53%
EmHERAO
19 Growth Capital Fund LP Interest in controlled corporations® 49,476,900(L) 8.53%
MR EE#ERO
Empire Choice International Limited Interest in controlled corporations® 49,476,900(L) 8.53%
MR EE ERO
Roger K C Young Interest in controlled corporations® 49,476,900(L) 8.53%
MEEEE RO
19 Growth Capital Fund GP Inc. Interest in controlled corporations® 49,476,900(L) 8.53%
MR EE#ERO
John Paul Buckley Interest in controlled corporations® 49,476,900(L) 8.53%
MR EE ERO
Zheng Zhang Interest in controlled corporations® 49,476,900(L) 8.53%
MNEEEEERO
KPCB China Associates, Ltd. Interest in controlled corporations® 31,121,900(L) 5.36%

Notes:

R B O

Calculated based on 580,341,950 total issued Shares as of
March 31, 2024.

Mingda International Limited holds 18,500,000 Shares directly,
which is in turn wholly owned by Rise Day Holdings Limited.
Under the SFO, Rise Day Holdings Limited is deemed to be
interest in the Shares held by Mingda International Limited. On
the other hand, Rise Day Holdings Limited is held by United
Culture Assets Limited, which is a BVI company wholly owned
by an independent trustee entrusted by Mr. ZOU Qifang. A
family trust was established over United Culture Assets Limited
for the benefits of Mr. Zou and his family members accordingly,
of which Mr. Zou acts as the protector and settlor, and Trident
Trust Company (HK) Limited is the trustee of the family trust.
Therefore, Trident Trust Company (HK) Limited and United
Culture Assets Limited are deemed to be interested in the
Shares held by Rise Day Holdings Limited under the SFO.
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Arrail Sunshine is a platform in the BVI set up by the Board
to hold incentive shares of the Company, for the participants
under the RSU Scheme. The voting rights of Arrail Sunshine is
held by Mr. ZOU Qifang by way of proxy.

KASTLE LIMITED, a company incorporated in Hong Kong,
is the trustee (which is independent of and not a connected
person of the Company) appointed by the Company for the
administration of the RSU Scheme and 2022 RSU Scheme.
KASTLE LIMITED is deemed to be interested in the Shares
held by Arrail Sunshine and Arrail Revival Holdings Limited,
the platforms holding underlying Shares for RSU Scheme and
2022 RSU Scheme, under the SFO.

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. Empire Choice International
Limited is the limited partner of 19 Growth Capital Fund LP,
which is wholly owned by Roger K C Young. 19 Growth Capital
Fund GP Inc. is the general partner of 19 Growth Capital Fund
LP, and 19 Growth Capital Fund GP Inc. is owned as to 60%
by John Paul Buckley and 40% by Zheng Zhang. Under the
SFO, 19 Growth Capital Fund LP, Empire Choice International
Limited, Roger K C Young, 19 Growth Capital Fund GP Inc.,
John Paul Buckley and Zheng Zhang are deemed to be
interested in the Shares held by Total Success Investment Ltd.
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(7). KPCB China Fund, L.P. (“KPCB CF”) holds 29,045,950 Shares
directly and KPCB China Founders Fund, L.P. (“KPCB CFF")
holds 2,075,950 Shares directly, which both 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 Islands 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,
which consists of Tina Lin-chi Ju, Theodore Schlein, Brook
Byers, L. John Doerr and Raymond Lane. Under the SFO,
KPCB China Associates, Ltd. is deemed to be interested in the
Shares held by KPCB CF and KPCB CFF.

(8). The letter “L” denotes the person’s long position in the Shares.

Save as disclosed above, as at March 31, 2024, 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.

SHARE INCENTIVE SCHEME
RSU Scheme

The RSU Scheme was approved and adopted by the Board
on August 3, 2021, the principal terms of which are set out in
the section headed “A. Further Information about our Company
and our Subsidiaries — 6. RSU Scheme” in Appendix IV to the
Prospectus. The purpose of the RSU Scheme is to attract,
retain and motivate the 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.
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The Participants of the Scheme

The participant of the RSU Scheme is any person belong to any
of (i) the employee (whether full time or part time) of the Company
or its subsidiaries; (ii) any Director, including independent
non-executive Director, or any director of any of the subsidiaries;
and (iii) any other consultant to the Group who, in the sole opinion
of the Board, will contribute or have contributed to the Group.

Maximum Number of Shares Available for Subscription

Pursuant to the RSU Scheme, the overall limit on the number
of underlying Shares for grant and under the RSU Scheme is
119,972,600 Shares, which represents approximately 21.3% of the
total issued share capital of the Company (excluding the Treasury
Shares, if any) as of the date of this annual report.

As the RSU Scheme constitutes a share scheme that is funded
only by existing Shares and no Shares are available for issue
under the RSU Scheme as at the date of the annual report.

There is no maximum limit of RSUs which may be granted to each
participant subject to the compliance of the Listing Rules.

Term

The RSU Scheme shall be valid and effective for the period of
ten years commencing on August 3, 2021, with a remaining life
of approximately seven years and one month as of the date of
this annual report, after which period no further Awards will be
granted.
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Vesting Criteria and Other Terms

The Board will set vesting criteria in its discretion, which,
depending on the extent to which the criteria are met, will
determine the number of RSUs that will be paid-out to the grantee.
The Board may set vesting criteria based upon the achievement
of Company-wide, business unit, or individual goals (including,
but not limited to, continued employment or service), or any other
basis determined by the Board in its discretion.

The vesting schedules are stipulated in the respective award
agreement between the Company and the grantees.

Form and Timing of Payment

Payment of realized RSUs will be made as soon as practicable
after the date(s) determined by the Board and set forth in
the award agreement. The Board, in its sole discretion, may
decide the method to settle realized RSUs in cash, Shares, or a
combination of both.

Grant of RSUs

As of March 31, 2024, an aggregate of 626 grantees were
granted with RSUs with a total of 96,252,458 underlying Shares,
representing 16.6% of the total number of issued Shares
(excluding the Treasury Shares, if any), under the RSU Scheme,
details of which are set out below.
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Number of shares underlying RSUs
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SRARAENSRORHHR
Closing price
of the Total fair
Shares  Exercise value of
Qutstanding Granted Vested Lapsed  Cancelled  Exercised ~ Outstanding immediately price of RSUs at
Name of participant asof  duringthe  duringthe  duringthe  duringthe  during the as of beforethe ~ per RSU the date
or Category of March 31, ~ Reporting  Reporting  Reporting  Reporting  Reporting  March 31, date of granted of grant
participant Date of grant 2023 Period Period Period Period Period 2024 Vesting Period" granted ~ (inHKD)  (in RMB)®
BRNSH XRERAEL
BZANE BEauE HEERY  ERARE  RELAEN
SEEE 3B31A 3E31R BN BONGRR  A0ARE
ISHAEH Ried HAGR BEENRE BEEARR EEERRN BEEAEE BEERGR  BAGR BEEY REUTE (Bx)  (ARE)®
Directors or chief executive and their associates EZREEAHASRASHHEA
Mr. Z0U Qifang ~ Qctober 1, 2021 10,188,312 - 5098150 - - 7987 10,180,325 Qctober 1, 2021 - March 22, 2024 NA 55 42143083
BarRt 221510418 21 F10A1AZ0UFIANA TR
Ms. XIN Qin Jessie  Qctober 1, 2021 1,125,000 - 562500 - - - 1,125,000 October 1, 2021 - March 22, 2024 NIA 938 3194762
Hrt ANE0ATR 221 F10A1AZ0AFIA2A TR
Mr. ZHANG Jincai ~ October 1, 2021 825,000 - 750,000 - - 625000 200000 October 1, 2021 - March 22, 2024 NIA 156 9,6679%1
ERTRE 215104 1A 221 F10A1AZ0AEIA2A TER
November 29, 2023 - 137900 6,90 - - - 137,900 November 29, 2023 - June 30, 2024 173 001 290,733
235117298 023511 A29RZ024 567308
Mr. ZOU Jianlong® October 1, 2021 3,613,650 - 100682 - - 1312 3576338 October 1, 2021 - March 22,2024 NA 607 14715801
PiEres  0nF0A1R A1E10R 1AZNUESF 2R T
Five highest paid individuals during the Reporting Period (excluding Directors) % BRA£EEFAL (REEH)
October 1, 2021 15,571,362 - 8052400 - - 531937 15089425 October 1, 2021 - March 22, 2024 NA 52 69,565
MNE0F1B 0215103182224 53228 TR
November 29, 2023 - 2459 1230 - - - 2,459 November 29, 2023 - September 14, 2024 173 0.01 12076
A23E11A9A 200351 AORZ4E9F 148
Other employees €S
Qctober 1, 2021 52,710,700 - 13087300 1,135,403 - 2712812 48862485 October 1, 2021 - March 22, 2024 N/A 654 224455183
ANEI0A18 WAF10A1BENUEIA2A TR
Noverber 29, 2023 - 4308568 621,505 - - - 4388568 November 29, 2023 - December 11, 2026 13 006 9775851
NBE1 A28 %11 A0AZA%E2A 1A
Total: £5t : 8234024 4508927 0148867 1135403 - 415048 83512500 590 304325075
Notes: Bt -
(1) The vesting of the RSUs granted are not subject to any (1) B 52 PR HI AR (5 B8 AL 9 55 18 30 T 32 PR A {A]
performance targets. BREIE o
(2) The fair value of RSUs at the date of grant was calculated  (2) ZRERMHECARE BN A AEBETEE
in accordance with the accounting standards and policies B SRR ATIRAN G EA RIBURETE -
adopted for preparing the financial statements.
(3) Mr. ZOU Jianlong passed away on January 2, 2024. (3) HRBESL AR 202451 A2B it -
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2022 RSU Scheme

The 2022 RSU Scheme was approved and adopted by the Board
on September 3, 2022. The purpose of the 2022 RSU Scheme is
to attract, retain and motivate the Directors and employees, and
to provide a means of compensating them through the Awards for
their contribution to the growth and profits of the Group, and to
allow such Directors and employees to participate in the growth
and profitability of the Group.

The Participants of the Scheme

The Board may, from time to time, at its absolute discretion select
any of (i) the employee (whether full time or part time) of the
Company or its subsidiaries; and (ii) any Director, or any director
of any of the subsidiaries as a selected participant and determine
the RSUs for each of them.

Maximum Number of Shares Available for Subscription

The Board shall not make any further awards which will result in
the nominal value of the underlying Shares under the 2022 RSU
Scheme exceeding 10% of the issued Shares as at September 3,
2022 (i.e., 58,159,195 Shares).

Pursuant to the 2022 RSU Scheme, the Underlying Shares will be
satisfied by the existing Shares to be acquired by the Trustee on
the market based on the trading price of the market. The maximum
number of the Underlying Shares which may be transferred or
paid-out in settlement of all RSUs to be granted to any Selected
Participants under the 2022 RSU Scheme shall not exceed 1% of
the issued Shares from time to time in any 12-month period.

As the 2022 RSU Scheme constitutes a share scheme that is
funded only by existing Shares and no Shares are available for
issue under the RSU Scheme as at the date of the annual report.

Term

The 2022 RSU Scheme shall be valid and effective for the period
of ten years commencing on September 3, 2022, with a remaining
life of approximately eight years and two months as of the date
of this annual report, after which period no further Awards will be
granted.
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Vesting

The Board will set vesting criteria in its discretion, which,
depending on the extent to which the criteria are met, will
determine the number of RSUs that will be paid-out to the selected
participant(s). The Board may set vesting criteria based upon
the achievement of Company-wide, business unit, or individual
goals (including, but not limited to, continued employment or
service), or any other basis determined by the Board in its
discretion. The vesting schedules are stipulated in the respective
award agreement(s) between the Company and the selected
participant(s).

Grant of RSUs

As of the date of this annual report, no employees were approved
by the Board to be the grantees pursuant to the 2022 RSU
Scheme. No Shares were purchased for the purpose of 2022 RSU
scheme since January 1, 2023.

KASTLE LIMITED, the trustee of the RSU Scheme and 2022 RSU
Scheme, who is currently holding unvested shares with voting
rights attached will abstain from voting on any resolutions at the
general meeting.

The number of shares that may be issued in respect of RSUs
granted under the RSU Scheme and the 2022 RSU Scheme during
the Reporting Period divided by the weighted average number of
shares of the relevant class in issue (excluding treasury shares)
in 2023 is nil as no Shares are available for issue under the RSU
Scheme and the 2022 RSU Scheme.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in this annual report, at no time for the year
ended March 31, 2024 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.
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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 and the 2022 RSU Scheme.

Details of the remuneration of the Directors, management and the
five highest paid individuals are set out in Note 36 and Note 9,
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, 2024.

CONNECTED TRANSACTIONS

Among the related party transactions disclosed in Note 35 to
the consolidated financial statements, the following transaction
constitutes connected transactions 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.
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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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Year Annual Cap
FE FELR
For the year ended March 31, 2022 RMB22 million
HE2022F3A31HIEFE ARBE2HETT
For the year ended March 31, 2023 RMB33 million
HZE2023F3A31HIEFE ARMEIZEET
For the year ended March 31, 2024 RMB39 million
HZE2024F3A31HILFE ARMEIIBETT

For the year ended March 31, 2024, the aggregate transaction
amount incurred in accordance with the Medical Product
Procurement Framework Agreement was RMB30.3 million.

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 56.9% by Ms. ZOU
Jin, the daughter of Mr. ZOU Qifang, the 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.
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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.
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.

It is crucial to maintain a legal,

The Subscription of the Registered Capital of Jinyaori
Medical and the Licensing Agreement

On November 3, 2022, Shenzhen Ruijian, a consolidated affiliated
entity of the Company, entered into a cooperation agreement
(the
Hangzhou Jinyaori Medical Technology Company Limited (#1
MNeRABBERREARAR) (“Jinyaori Medical”), pursuant to
which Shenzhen Ruijian agreed to subscribe for 20% of the
registered capital of Jinyaori Medical at the subscription amount

“Cooperation Agreement’) with Hangzhou Jarvis and

of RMB30 million. Upon completion of the subscription, Jinyaori
Medical will be owned as to 20% and 80% by Shenzhen Ruijian
and Hangzhou Jarvis respectively. On the same day, Beijing
Ruier, a wholly-owned subsidiary of the Company, entered into a
licensing agreement (the “Licensing Agreement’) with Jinyaori
Medical,
intellectual property rights to Jinyaori Medical for a term of three

pursuant to which Beijing Ruier shall license certain

years. Please refer to the announcement of the Company dated
November 3, 2022 for details.

In consideration of the licensing of the intellectual property rights
under the Licensing Agreement, Jinyaori Medical shall pay Beijing
Ruier a royalty fee equal to 20% of the Annual Membership
Contract Revenue' for each 12-month period during the licensing
term, payable within one month from the end of each 12-month
period.

! Annual Membership Contract Revenue means the net sales
generated from the sale of membership products based on
the licensed intellectual property rights, minus the marketing
expenses and other licensing-related expenses.
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The aggregate annual amount of royalty fees to be paid by
Jinyaori Medical to Beijing Ruier for the three years ended/ending
March 31, 2023, 2024 and 2025 shall not exceed RMB0.86 million,
RMB4.00 million and RMB9.57 million respectively. In determining
the above proposed annual caps for the royalty fees to be paid by
Jinyaori Medical to Beijing Ruier, the Directors have considered,
(i) the expected significant growth in the digital
membership business engaged by Jinyaori Medical in 2024 and
beyond based on its business strategies and market trends; (ii)
the confidence in the management team of Jinyaori Medical and
the synergies to be generated in light of the cooperation with the
Group; and (iii) the ratio of royalty fee calculated based on the

among others,

Annual Membership Contract Revenue.

For the year ended March 31, 2024, the aggregate transaction
amount incurred in accordance with the Licensing Agreement was
nil.

As of the date of this annual report, Hangzhou Jarvis is owned
as to 56.9% by Ms. Zou Jin, the daughter of Mr. Zou Qifang. As
Mr. Zou is the executive Director, chairman and chief executive
officer as well as the Controlling Shareholder, Hangzhou Jarvis
is a connected person of the Company under Rule 14A.07 of the
Listing Rules. Accordingly, the entering into (i) the Cooperation
Agreement and the transactions contemplated thereunder
constitute connected transaction for the Company; and (ii) the
Licensing Agreement and transactions contemplated thereunder
constitute continuing connected transactions for the Company
under Chapter 14A of the Listing Rules. As the highest applicable
percentage ratio exceeds 0.1% but less than 5%, each of (i) the
Subscription as contemplated under the Cooperation Agreement
and (ii) the transactions contemplated under the Licensing
Agreement is subject to the reporting and announcement
requirements but is exempt from the circular and independent
shareholders’ approval requirements pursuant to Chapter 14A of
the Listing Rules.
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The Company believes that the cooperation as contemplated
under the Cooperation Agreement and the Licensing Agreement
will create synergy to the Group, including but not limited to:
(1) enhancing the operational level of the Group in terms of
professional skills; (2) further expanding the recognition of the
Group in the corresponding fields; and (3) providing the Company
with a more stable business environment and operation structure.
With the business growth of Jinyaori Medical, the Company will
further optimize the management system of dental clinics, the
continuing education of dental clinics, and at the same time
increase the private operation service of clinic, which will bring
a favorable impact on the profitability of the Company, which is
in line with the Company’s and the Shareholders’ interests as a
whole.

Annual Review and Confirmation 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
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 this Annual Report in accordance with Main Board
Listing Rule 14A.56.

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 continuing connected
transactions and confirmed that the above continuing connected
transactions were entered into (i) in the ordinary and usual course
of business of the 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.
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Provision of Loan and Pledge of Shares

On September 28, 2022, the Company entered into a loan
agreement (the “Loan Agreement”) with Beier Holdings Limited
(“Beier”), pursuant to which the Company agreed to provide
a loan facility in the principal amount of US$11 million at an
interest rate of 4.5% per annum to Beier for a term of 9 months
to finance the repayment of the existing loan. Please refer to the
announcement of the Company dated September 29, 2022 for
details.

On June 27, 2023, the Company and Beier entered into an
amendment agreement to the Loan Agreement (the “Amendment
Agreement”), pursuant to which the Company and Beier
conditionally agreed that, among others, (i) the term of the Loan
shall be extended for a period from 9 months to 18 months
commencing from the September 30, 2022, and (ii) the interest
rate of the Loan shall be revised from 4.5% to 5.5% per annum. In
addition, to cover the liabilities and obligations of Beier under the
Amendment Agreement, Beier pledged 9,920,675 ordinary Shares
held by it in favour of the Company as security for the extended
Loan. Please refer to the announcement of the Company dated
June 27, 2023 for details.

On June 26, 2024, the Company and Beier entered into a second
amendment agreement (the “Second Amendment Agreement”) to
the Loan Agreement pursuant to which the parties agreed that the
term of the Loan shall be further extended from 18 months to 30
months commencing from the September 30, 2022 (the “Further
Extension of Loan”). Save for the extended term of Loan and
other amendments disclosed herein, all the material terms and
conditions of the Loan Agreement remain unchanged and in
full force and effect. On the same date, to cover the liabilities
and obligations of the Borrower under the Second Amendment
Agreement, the Amendment Agreement and the Loan Agreement
as amended by the Amendment Agreement and as further
amended by the Second Amendment Agreement, the original
share pledge of 9,920,675 Shares held by the Borrower was
extended and 4,916,475 Shares held by Mr. Zou, the executive
Director and one of the controlling shareholders of the Company,
were further pledged in favour of the Company as security for the
amendments contained in the Second Amendment Agreement.

Directors’ Report
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Beier is a company incorporated in BVI with limited liability and
wholly-owned by Mr. ZOU Qifang. Mr. Zou is the controlling
shareholder of the Company and therefore a connected person
of the Company. Hence, the provision of the Loan constitutes a
connected transaction for the Company under Chapter 14A of the
Listing Rules. As all applicable percentage ratios (as defined in
Rule 14.07 of the Listing Rules) in respect of the provision of the
Loan are more than 0.1% but less than 5%, the provision of the
Loan is subject to the reporting and announcement requirements
but is exempt from the circular and the independent Shareholders’
approval requirements under Chapter 14A of the Listing Rules.

The Loan will be used primarily by Beier to refinance the Beier’s
acquisition cost of 9,920,675 Shares in series D-3 pre-IPO
investment conducted in December 2017. Given that (i) Mr.
Zou’s acquisition of interests in the Company shows support
and commitment to the Company as Mr. Zou is very confident
in the prospects and long term goal of the Company; (ii) the
Company will receive interest for the Loan at the rate of 4.5%
per annum in short term which is higher than the interest rate
of fixed deposits offered by banks in the PRC and the provision
of Loan can broaden the source of income of the Group; and
(iii) there is no substantial negative impact to the Company’s
operation and financial performance for granting the Loan,
the provision of Loan is considered to be favorable to the
Company. Accordingly, the Directors (including the independent
non-executive Directors) consider that the provision of the Loan,
although not in the ordinary course of business of the Company,
is on normal commercial terms or better and the terms of the Loan
Agreement and the transactions contemplated thereunder are
fair and reasonable and in the interests of the Company and the
Shareholders as a whole.
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Given that (i) the interest rate of the Loan will be 5.5% per
annum in short term, which is higher than the prevailing market
interest rate of fixed deposits offered by commercial banks in
the PRC and the interests arising from the Loan can broaden the
source of income of the Group; (ii) the Company currently has
sufficient cash flows and there is no substantial negative impact
to the Company’s operation and financial performance for the
Further Extension of Loan; and (iii) the repayment obligations
of the Borrower arising from the Loan are secured by the
Pledged Shares, the Directors (including the independent non-
executive Directors) consider that the Further Extension of Loan,
although not in the ordinary course of business of the Company,
is on normal commercial terms or better and the terms of the
Loan Agreement and its amendments and the transactions
contemplated thereunder are fair and reasonable and in the
interests of the Company and the Shareholders as a whole.

Save for disclosed above and the Contractual Arrangements as
disclosed in the section headed “Contractual Arrangements”
below, during the Reporting Period, 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 Li