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WARNING

The publication of this Application Proof is required by The Stock Exchange of Hong Kong Limited (the
“Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the purpose of providing
information to the public in Hong Kong. This Application Proof is in draft form. The information contained in it
is incomplete and is subject to change which can be material. By viewing this document, you acknowledge,
accept and agree with Ant Group Co., Ltd. (the “Company”), its sponsor(s), advisors or members of the
underwriting syndicate that:

(@) this document is only for the purpose of providing information about the Company to the public in Hong
Kong and not for any other purposes. No investment decision should be based on the information
contained in this document;

(b)  the publication of this document or supplemental, revised or replacement pages on the Exchange’s website
does not give rise to any obligation of the Company, its sponsor(s), advisors or members of the
underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction. There is no
assurance that the Company will proceed with the offering;

(c)  the contents of this document or supplemental, revised or replacement pages may or may not be replicated
in full or in part in the actual final listing document;

(d)  this document is not the final listing document and may be updated or revised by the Company from time
to time in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited;

(e)  this document does not constitute a prospectus, offering circular, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the
public to make offers to subscribe for or purchase any securities, nor is it calculated to invite offers by the
public to subscribe for or purchase any securities,

(f)  this document must not be regarded as an inducement to subscribe for or purchase any securities, and no
such inducement is intended,;

(9)  neither the Company nor any of its affiliates, advisors or members of the underwriting syndicate is
offering, or is soliciting offers to buy, any securities in any jurisdiction through the publication of this
document;

(h)  no application for the securities mentioned in this document should be made by any person nor would such
application be accepted,;

(i)  the Company has not and will not register the securities referred to in this document under the United
States Securities Act of 1933, as amended, or any state securities laws of the United States;

) as there may be legal restrictions on the distribution of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions
applicable to you; and

(k) the application to which this document relates has not been approved for listing and the Exchange and the
Commission may accept, return or reject the application for the subject public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are reminded
to make their investment decisions solely based on the Company’s prospectus registered with the Registrar of
Companies in Hong Kong, copies of which will be distributed to the public during the offer period.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this document.

A copy of this document, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies in Hong Kong and Available for Inspection — Documents
Delivered to the Registrar of Companies” in Appendix V111, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (WUMP)
Ordinance. The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility for the contents of this document or any of the other
documents referred to above.

The H Share [REDACTED)] is expected to be fixed by agreement between the [REDACTED] (for themselves and on behalf of the [REDACTED]) and us on the [REDACTED]. The
[REDACTED] is expected to be on or around [REDACTED] (Hong Kong time) and, in any event, not later than [REDACTED] (Hong Kong time). If, for any reason, the H Share
[REDACTED] is not agreed by [REDACTED] (Hong Kong time) between the [REDACTED] (for themselves and on behalf of the [REDACTED]) and us, the H Share [REDACTED] will
not proceed and will lapse.

The [REDACTED] (for themselves and on behalf of the [REDACTED]) with our consent may, where considered appropriate, reduce the number of [REDACTED] and/or the H Share
[REDACTED] that is stated in this document (which is HK${REDACTED] at any time prior to the morning of the last day for lodging applications under the [REDACTED]. In such a case,
notices of the reduction in the number of [REDACTED] and/or the H Share [REDACTED] will be published in the South China Morning Post (in English) and the [Hong Kong Economic
Times] (in Chinese) as soon as practicable following the decision to make such reduction, and in any event not later than the morning of the day which is the last day for lodging applications
under the [REDACTED)]. Such notices will also be available on the website of the Company at www.antgroup.com and on the website of the Hong Kong Stock Exchange at
www.hkexnews.hk. Further details are set forth in “Structure of the H Share IPO" and “How to Apply for the Hong Kong Offer Shares” in this document.

We are incorporated in, and most of our revenues are derived from, mainland China. Potential investors should be aware of the differences in the legal, economic and financial systems between
mainland China and Hong Kong, despite both being a part of PRC, and that there are different risk factors relating to investment in our Company. Potential investors should also be aware that
the regulatory framework in mainland China is different from that in Hong Kong and should take into consideration the different market nature of the H Shares. Such differences and risk
factors are set out in “Risk Factors,” “Appendix V — Summary of Legal and Regulatory Matters” and “Appendix VI — Summary of Articles of Association” in this document.

The obligations of the [REDACTED] under the [REDACTED)] are subject to termination by the [REDACTED)] (for themselves and on behalf of the [REDACTED]) if certain grounds arise
prior to 8:00 am. on the H Share [REDACTED)]. See “Underwriting — [REDACTED]" of this document.

The [REDACTED] have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may be offered and sold only (a) in the United
States to “Qualified Institutional Buyers” in reliance on Rule 144A under the U.S. Securities Act or another exemption from, or in a transaction not subject to, the registration requirements
under the U.S. Securities Act and (b) outside the United States in an offshore transaction in accordance with Regulation S under the U.S. Securities Act.

ATTENTION
We have adopted a fully electronic application process for the [REDACTED]. We will not provide printed copies of this document or printed copies of any [REDACTED] to the
public in relation to the [REDACTED].

This document is available at the website of the Hong Kong Stock Exchange at www.hkexnews.hk and our website at www.antgroup.com. If you require a printed copy of this
document, you may download and print from the website addresses above.
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SUMMARY

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

Ant’s origins date to 2004 when Alipay was created in the nascent days of e-commerce to
solve the trust issue between buyers and sellers in online transactions. Our innovative
payment solution bridged the trust gap, facilitated online transactions and underpinned the
development of e-commerce in China. Having pioneered digital payments in China, we
have since expanded our service offerings through technology and innovation to enable
digital finance for consumers and businesses.

Trust is the cornerstone of all commercial activities and is at the core of what we do. Our
story is one of building trust through innovation and technology. We enable participants in
commercial activities, including consumers, businesses and partners, to build and strengthen
trust among each other. As each participant’s trusted status grows, doing business becomes
easier for everyone, ultimately contributing to a vibrant economy. In the process, we have
become a platform deeply trusted by consumers, businesses and partners. We believe our
new technologies, including our blockchain solution that we call AntChain, will continue to
strengthen the foundation of trust in this digital era.

Innovation is in our DNA. We believe our relentless focus on innovation is the only way to
serve our customers’ evolving needs. Being at the forefront of innovation provides us with
the means to enhance our leadership position.

In 2011 our predecessor company was spun off from Alibaba. This origin and continued
affiliation with Alibaba is a source of strength as well as purpose. Hence, we and Alibaba
share a common mission and a common set of values that are imbued in our operating
philosophy.

Our Mission
Our mission is to make it easy to do business anywhere.

Our company was founded to champion the small and the underserved, in the belief that
our open technology platforms could help service providers and institutions to reach
customers that previously were not accessible. We believe that concentrating on customers’
needs and solving their problems ultimately will lead to the best outcome for our business.
Our decisions are guided by how they serve our mission over the long term, not by the
pursuit of short-term gains.

Our Vision
Our vision is to build the future digital infrastructure of services, and thereby bring about

constant and incremental changes that are beneficial to the world. We do not believe bigger
is better; our pursuit is sustainable development that lasts at least 102 years.
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Our aim is:
. for everyone to enjoy inclusive, sustainable financial services;

. to provide every small business with a level playing field to develop and grow;
and

. to make all aspects of digital life accessible — anytime, anywhere, through open
collaboration with partners.

Who We Are

We are the parent company of China's largest digital payment platform, Alipay, and the
leader in the development of open platforms for technology-driven inclusive financial
services. Through technology and innovation, we enable the digitalization of the modern
service industry globally from financial services to services for everyday life. We are
committed to working with partners in China and around the world to bring services to
consumers and small businesses that are inclusive, green and sustainable. Our name is
important to us. We call ourselves Ant because we believe that small is beautiful, small is
powerful.

We are the leading digital payments provider and leading digital finance platform in China
based on total payment volume and transaction volume, respectively, according to
iResearch and Oliver Wyman. In the twelve months ended June 30, 2020, TPV transacted
on our platform in mainland China reached RMB118 trillion. We primarily generate digital
payment services revenues by charging merchants transaction fees based on a percentage of
volume. We have also established international payment connections to meet the needs of
an increasingly digitalized global economy. During the twelve months ended June 30, 2020,
International TPV transacted on our platform reached RMB622 billion.

Through our mobile app Alipay’s reach of over one billion users and 80 million merchants,
we provide digital finance technology, customer reach and risk management solutions to
partner financial institutions, enabling them to provide services in consumer credit, SMB
credit, investments and insurance. Our services bring significant value to consumers and
small businesses whose financial needs are substantially underserved in China.

Through our ubiquitous super app Alipay, we provide value to our participants in many
ways:

. Consumers can access the full array of services, including payments, digital
finance, such as consumer credit, investment and insurance, as well as daily life
services provided by third parties including food delivery, transportation,
entertainment, and access to municipal resources for everyday citizens.

. Businesses can receive payments, access digital finance, for example SMB credit
and investment products, and offer daily life services through the Alipay app and
over two million mini programs, easily discoverable by consumers through the
Alipay search function or customized icon placement.
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. Financial institutions can access our platform to distribute credit, investment and
insurance products, powered by our intelligent decisioning and dynamic risk
management solutions as well as technology infrastructure. As a provider of
technology, we collaborate with, rather than compete against, our partner
financial institutions.

Consumers come to the Alipay app for digital payments and to access digital finance
services and digital daily life services. Digital payments is the infrastructure that empowers
nearly all consumer activities and digital finance use cases, which is important for
broadening our customer reach online and offline. Easy access to a broad range of digital
daily life services within the Alipay app plays an important role in user engagement and
retention. Our digital finance services are highly innovative and attractive to users and
highly synergistic with digital payments and digital daily life services. The interaction
among digital payment, digital daily life services and digital finance creates a virtuous
cycle that drives our growth.

We refer to this platform of comprehensive digital payment, digital finance and digital daily
life services as our Alipay platform.

With China's economy shifting towards domestic consumption and the growth of small
businesses, the financial services needs of consumers and small businesses have expanded
considerably and demand for credit, investment and insurance products is projected to
increase substantially. These needs are underserved by brick and mortar channels of the
financial system because of the lack of reach and customer insights in the process of
underwriting risk, for example in the case of a micro-loan or small-claims insurance.

We are well positioned, by working with our partner financial institutions and leveraging
our proprietary technology and high-quality customer insights, to accelerate the
digitalization of the financial services industry. This digitalization is creating opportunities
to more efficiently serve a broader customer base by anticipating and addressing their needs
real time.

Through the massive reach of the Alipay platform to all levels of the economy, we have
established the “capillaries” of the financial system to complement the “arteries’ operated
by major financial institutions. Our platform model whereby banks can tap into our
customer reach and technology to provide financial services facilitates efficient allocation
of capital while achieving societal goals of inclusiveness and sustainability.

We provide the following capabilities to partner financial institutions: broad and targeted
reach, intelligent decisioning systems, dynamic risk management systems, and technology
infrastructure.

. CreditTech, serving consumer credit and SMB credit needs. We are the largest
online consumer credit and SMB credit services provider in China in terms of
total outstanding credit balance originated through our platform, according to
Oliver Wyman. Our CreditTech services address the unmet credit demands of
unserved and underserved consumers and small businesses in China. We openly
collaborate with our partner financial institutions through our technology
platform. We originate loans, which are then independently underwritten by our
partner financial institutions. As of June 30, 2020, we worked with
approximately 100 partner banks, including all policy banks, large national state-
owned banks, all national joint stock banks, leading city and rural commercial
banks, international banks that operate in China, as well as trust companies. We

—3-
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generate technology service fees from our partner financial institutions that are
based on the credit balance originated through our platform. Our approach is not
to use our own balance sheet or provide guarantees. As of June 30, 2020,
approximately 98% of credit balance originated through our platform was
underwritten by our partner financial institutions or securitized.

. InvestmentTech, serving investment needs. We are the largest online investment
services platform in China by AUM matched and distributed through us,
according to Oliver Wyman. Through our InvestmentTech services, we enable our
partner asset managers to provide transparent, personalized and easy-to-
understand investment options with low minimum investment amounts for a wide
range of consumers. As of June 30, 2020, we worked with approximately 170
partner asset managers, including the vast majority of mutual fund companies as
well as leading insurers, banks and securities companies in China. We leverage
Al to provide intelligent matching of investment products with customers taking
into account their risk tolerance. Our massive user base, technology, customer
insights and the trust consumers place in our brand have helped our partner
financial institutions to expand the reach of a broad range of innovative
investment products to a wider customer segment. We generate technology
service fees from our partner financial institutions that are based on the volume
of investment products distributed through our platform.

. InsureTech, serving insurance needs. We are the largest online insurance services
platform in China in terms of premiums generated through our platform,
according to Oliver Wyman. Through our InsureTech services, we enable our
partner insurers to offer a wide range of innovative, customized and accessible
insurance products, covering life, health and P& C insurance areas. As of June 30,
2020, we worked with approximately 90 partner insurance institutions in China.
The ongoing digitalization of the economy presents transformative opportunities
in the insurance sector, as any risk-bearing activity may be insured against where
there is sufficient high-quality data. The massive scale and commercial nature of
our platform and of the Alibaba ecosystem enable us to innovate and to develop
new insurance products that address consumer and business needs. We receive
technology service fees from our partner insurance institutions based on a
percentage of the insurance premiums and contributions generated through our
platform.
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Our Ecosystem

We, together with Alibaba, are building the infrastructure for commerce and services. We
have created an ecosystem around our platform that consists of consumers, merchants,
financial institutions, third-party service providers, strategic alliance partners and other
businesses.

We develop security and communications technologies that foster trust among participants;
we provide tools that facilitate integration of financial institutions with our platform; we
develop product and service offerings that attract users and increase usage; we implement
rules that promote openness and transparency; we invest in digital technology infrastructure
to achieve an unrivalled user experience for all participants. Much of our effort, time and
energy is spent on initiatives that are for the greater good of the ecosystem and on
balancing the interests of its participants. We feel a strong responsibility for the continued
development of the ecosystem and we take ownership in this development.

We collaborate with Alibaba in a number of areas including: (i) jointly serving consumers
and merchants across consumption and daily life use cases; (ii) sharing insights derived
from platform activity; and (iii) expanding cross-border activities.

Our Capabilities Stack

Consumers, Merchants and Financial Institutions

Digital Finance Technology Services
Digital Payment and Daily Life Services

CreditTech InvestmentTech InsureTech

Intelligent Decisioning Systems

Dynamic Risk Management Systems

Al, Algorithms and Analytics

Computing and AntChain

e e e e e
S ——
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Our Size and Scale

1,000+ million

Alipay app
Annual Active Users®

80+ million

Alipay app
Monthly Active Merchants®

729 million

Alipay app
Digital Finance Annual Active Users®

711 million

Alipay app
Monthly Active Users®

RMB1.7 / 0.4 trillion

CreditTech
Consumer / SMB Credit Balance®

RMB118 trillion

Digital Payments
Total Payment Volume in Mainland
China®

RMB4.1 trillion RMB52 billion
InvestmentTech InsureTech

AUM® Insurance Premiums and Contributions®

2,000+ 200+
Partner Financial Institutions® Countries and Regions with Online
Payment Services®

Notes:

1. During the twelve months ended the Latest Practicable Date.

2. In the month ended June 30, 2020.

3. Users who transacted in one or more digital finance services in Alipay during the twelve months ended
June 30, 2020.

4, Total number of partner financial institutions across our digital payments and digital finance services,
including banks, asset managers, insurance institutions and other licensed financial institutions as of June
30, 2020.

5. Overseas countries and regions where we support online transactions through Alipay as of June 30, 2020.

6. During the twelve months ended June 30, 2020.

7. Balance of consumer and SMB credit enabled through our platform as of June 30, 2020, including balance
of third-party partner financial institutions (including MY bank) and our licensed financial services
subsidiaries, as well as balance securitized.

8. Balance of AUM enabled through our platform as of June 30, 2020, including AUM of third-party partner
financial institutions and our licensed financial services subsidiary.

9. Insurance premiums enabled through our platform as well as contributions by Xianghubao participants
during the twelve months ended June 30, 2020. Insurance premiums include premiums of third-party
partner financial institutions and our licensed financial services subsidiary.
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Our Strengths

We believe that the following strengths contribute to our success and are differentiating
factors that set us apart from our peers.

. Our thriving Alipay platform and Ant ecosystem;

. Innovation to serve customers;

. Deep domain expertise, unparalleled customer insights, and leading technology;

. Win-win partnership with financial institutions; and

. Synergy with Alibaba.
Our Strategies
We will continue to innovate in the areas of business models, products and services, as well
as technology to create value for consumers, businesses and partners. We formulate and
evolve strategies that aim to best serve ecosystem participants’ interests.

. Drive user engagement and expand user base;

. Build value with partners;

. Invest in innovation and technology; and

. Expand cross-border payment and merchant services.
Summary of Historical Financial Information
Our consolidated financial statements have been prepared in accordance with IFRS. The
following selected consolidated financial data for the periods and as of the dates indicated
are qualified by reference to and should be read in conjunction with the Accountant’s

Report in Appendix | to this document and the section titled “Financial Information” in this
document.
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Selected Consolidated Statements of Profit or Loss Data

The following table sets out our selected consolidated statements of profits or loss data for
the periods indicated:

Year ended December 31, Six months ended June 30,
217 2018 2019 2019 2020

% of % of % of % of % of
RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues

(in millions, except for percentages)

Revenues
Digital payment and merchant
SBIVICES ... 3890 54 44361 5L8%  5L905  430% 22994 437% 26011 35I%
Digital finance technology
platform
CreditTech ................ 16,187  248% 22421 262% 41885 A% 1795  U1% 28586  304%
InvestmentTech ............. 10490  160% 13882  162% 16952  41% 721  137% 11283  156%
InsureTech ................ 2315 35% 4313 50% 8947 T4% 4145 % 6104  84%
Subtotal ... 8993 M 40616 474% 67784 562% 29201 S5T% 45912 634%
Innovation initiatives and others . 514 0.8% 745 0.9% 930 0.8% 256 0.5% 544 0.8%
Totd ..o 65,396 100.0% 85722  1000% 120618  100.0% 52540  100.0% 72528  100.0%
Operating profit. ................ 13182 202% 450 53% 24011 200% 4213 81% 24903  34.3%
Profit for the year/period ......... 8205 125% 215 25% 18012 150%  18%2 36% 21923 30.2%

Supplemental Information —
Non-IFRS measures”:
Non-/FRS operating profit/(loss)

(unaudited)................... 129 R (14379 (168%) 08 266% 719 135% 27612 38.1%
Non-/FRS profit/(loss) attributable

to owners of the parent

(unaudited)................... 14119 206% (18333 (214%) 24160  200% 3980 T6% 23912 33.0%

(1) See“Financia Information — Non-IFRS Measures: Non-IFRS Operating Profit and Non-1FRS Profit
Attributable to Owners of the Parent” for the definitions and reconciliation of these non-IFRS measures to
the nearest comparable IFRS measures.

We achieved significant growth and strong operating results during the Track Record
Period. For a discussion and analysis of the reasons for the changes in our key financial
statement line items across periods, please refer to “Financial Information — Period-to-
Period Comparison of Results of Operations.”
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Selected Operating Data
The table below sets forth Alipay app’s MAUSs for the periods indicated.

The month ended

December 31, December 31, December 31, June 30,
2017 2018 2019 2020
(in millions)
Alipay app MAUs............. 499 618 659 711

The table below sets forth TPV transacted through our platform, as well as balances and
volumes of digital finance technology services enabled through our platform as of the dates
or during the periods indicated.

As of or
for the twelve
months ended

As of or for the year ended December 31, June 30,
2017 2018 2019 2020
(in RMB hillions)
TPV . 68,518 90,762 111,057 117,964
Digital Finance — Balances and
Volumes
CreditTech — Consumer and
SMB credit balance™ . ... ... 647 1,046 2,014 2,154
InvestmentTech - AUM@ .. 2,227 2,709 3,398 4,099
InsureTech — Insurance
premiums and
contributions® .. ..., ... 9 14 38 52

(1) Balance of consumer and SMB credit enabled through our platform as of the end of the period, including
balances of third-party partner financial institutions (including MY bank) and our licensed financial
services subsidiaries, as well as balance securitized.

(2) Balance of AUM enabled through our platform as of the end of the period, including AUM of third-party
partner financial institutions and our licensed financial services subsidiary.

(3)  Insurance premiums enabled through our platform as well as contributions by Xianghubao participants
during the period. Insurance premiums include premiums of third-party partner financial institutions and
our licensed financial services subsidiary.
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Risk Factors

There are certain risks involved in our business and industries, our business operations in
China and the H Share [REDACTED], many of which are beyond our control. For
example, these risks include the following risks related to our business:

. Any failure to maintain, protect, enhance and promote the trust in us or our
platform or our brand would materially and adversely affect our business,
financial condition, results of operations and prospects.

. If we cannot continue to innovate, our business, financial condition, results of
operations and prospects would be materially and adversely affected.

. If we cannot respond or adapt to the rapid technological development, our
business, financial condition and results of operations would be materially and
adversely affected.

. If we are unable to compete effectively, our business, financial condition, results
of operations and prospects would be materially and adversely affected.

. If consumers and businesses decrease their level of engagement or activity on
our platform or if we are unsuccessful in promoting usage of our services, our
financial results and business may be significantly harmed.

. Our success depends on our ability to maintain a mutually beneficial partnership
with financial institutions.

. We may not be able to maintain and strengthen the network effects of our
platform, which could materially and adversely affect our business, financial
condition, results of operations and prospects.

. We and our partners are subject to a broad range of laws and regulations, and
future laws and regulations may impose additional requirements and other
obligations that could materially and adversely affect our business, financial
condition and results of operations.

. If we cannot resolve any potential conflict between us and Alibaba in our favor,
our business, financial condition, results of operations and prospects may be
materially and adversely affected.

Our Controlling Shareholders
As of the Latest Practicable Date, Hangzhou Junhan and Hangzhou Junao held
approximately 29.86% and 20.66% (together approximately 50.52%) of our total issued

Shares, respectively. Hangzhou Yunbo is the executive partner and general partner of, and
controls, Hangzhou Junhan and Hangzhou Junao.

—-10 -
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Mr. Jack Ma held a 34% equity interest in Hangzhou Yunbo and each of Mr. Eric Jing, Mr.
Simon Hu and Ms. Fang Jiang held a 22% equity interest in Hangzhou Yunbo. Pursuant to
the Concert Party Agreement entered into between them and the articles of association of
Hangzhou Yunbo, Mr. Jack Ma has ultimate control over our Company.

As of the Latest Practicable Date, Alibaba, through its subsidiaries Hangzhou Alibaba and
Taobao Holding Limited, owned a 33% equity interest in our Company, assuming the
redemption and subscription arrangement described in “History and Development” had been
completed as of the Latest Practicable Date.

Accordingly, each of Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu, Ms. Fang Jiang,
Hangzhou Yunbo, Hangzhou Junhan, Hangzhou Junao and Alibaba is considered our
Controlling Shareholder strictly in accordance with the definition under the Hong Kong
Listing Rules. However, only Hangzhou Junhan and Hangzhou Junao, but not the others,
are considered to be our controlling shareholders pursuant to relevant PRC laws and
regulations.

Pursuant to the SAPA and related documents, Alibaba has an anti-dilution right to subscribe
for additional Shares in our [REDACTED] so that it may hold an equity interest not
exceeding 33% in our Company upon completion of the H Share [REDACTED] and the A
Share [REDACTED].

See “History and Development” and “Relationship with Controlling Shareholders” for
details.

Arrangements with Alibaba

We have entered into a number of transactions with Alibaba and its subsidiaries on arm’s
length terms which constitute the framework of our synergetic business cooperation. Among
these transactions, each of the Payment Services Commercial Agreement, the Cross License
Agreement, the Data Sharing Agreement and the Trademark Agreement has a term of
around 50 years and the Payment Services Commercial Agreement can be renewed for
further terms of 50 years after its initial 50-year term expires in 2061. The SME Loan
Cooperation Framework Agreement has an initial term of five years and can be renewed for
further terms of five years after its current term expires in 2024.

Apart from the above agreements, we have also entered into other Payment Services
Agreements, the Marketplace Software Technology Services Framework Agreement, the
Cloud Services Framework Agreement, the Shared Services Agreement and the SME Loan
Software System Use and Service Agreement with Alibaba or its associates. These
agreements, which govern commercial transactions between us and Alibaba and its
associates, were entered into in our ordinary course of business and constitute our
continuing connected transactions. We have applied for and the Hong Kong Stock Exchange
[has granted] waivers for strict compliance with the Hong Kong Listing Rules in respect of
these transactions. See “Connected Transactions” for details.

Our Pre-[REDACTED] Investments and Redemption and Subscription

We have conducted a few rounds of equity financings in 2015, 2016 and 2018. In 2018, our
subsidiary, Ant International issued non-voting shares, the Ant International Class C Shares,
to the Offshore Pre-[REDACTED)] Investors. These Ant International Class C shares will
be exchanged into our H Shares on a one-for-one basis through the redemption and
subscription mechanism described in “History and Development — Redemption and
Subscription by Ant International Securities Holders.”

—-11 -
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[REDACTED]

We estimate that the [REDACTED] of the H Share [REDACTED] which we will receive,
assuming an [REDACTED] of HK$[REDACTED] per H Share will be approximately
HK$[REDACTED] million, after deduction of [REDACTED] fees and commissions and
estimated expenses payable by us in connection with the H Share [REDACTED] and
assuming the [REDACTED] are not exercised. We intend to use the [REDACTED] of the
H Share [REDACTED] for the following purposes:

Amount Approximate % of
(in HK$ millions) total [REDACTED] Intended use

[REDACTED] [REDACTED]% further pursue our vision to digitalize the
service industry

[REDACTED] [REDACTED]% enhance our innovation and research and
development capabilities

[REDACTED] [REDACTED]% expand our cross-border payment and
merchant services initiatives

[REDACTED] [REDACTED]% working capital and general corporate
purposes

[REDACTED]%

See “Future Plans and Use of Proceeds” for further details.
[REDACTED] Statistics

The statistics in the following table are based on the assumptions that (i) the H Share
[REDACTED] is completed and [REDACTED] H Shares are newly issued pursuant to the
H Share [REDACTED] and 3,256,446,324 H Shares are issued pursuant to the Redemption
and Subscription, (ii) the A Share [REDACTED] is completed and [REDACTED] A
Shares are newly issued in the A Share [REDACTED], (iii) the [REDACTED] are not
exercised, and (iv) [REDACTED] Shares are issued and outstanding following the H Share
[REDACTED] and A Share [REDACTED].

Based on an
[REDACTED] per
H Share of
HK$[REDACTED]
and an
[REDACTED] per
A Share of
RMB[REDACTED]

HK$[REDACTED]
Market capitalization of the Shares™® . ... ... ... ........... .... million
Unaudited pro forma Adjusted net tangible asset value per Share® ... HK$[REDACTED]

—12 —
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Notes:

(1) The calculation of market capitalization is based on [REDACTED] Shares expected to be in issue
immediately following the [REDACTED], assuming that the [REDACTED] are not exercised.

(2) The pro forma adjusted net tangible assets value per Share is based on a total of [REDACTED] Shares
expected to be in issue immediately after, and assuming the completion of, the H Share [REDACTED]
and the A Share [REDACTED], without taking into account any Shares that may be allotted and issued
upon exercise of the [REDACTED].

H Share [REDACTED]

[REDACTED] will initially be made available under the H Share [REDACTED],
comprising:

(@) the [REDACTED] of initially [REDACTED] H Shares (subject to reallocation);
and

(b) the [REDACTED] of initially [REDACTED] H Shares (subject to reallocation
and the H Share [REDACTED]).

Up to [REDACTED] additional [REDACTED] representing not more than approximately
[REDACTED]% of the number of [REDACTED] initially being [REDACTED] under the
H Share [REDACTED] may be issued upon exercise of the H Share [REDACTED].

A Share [REDACTED]

Concurrently with the H Share [REDACTED], we are undertaking a [REDACTED] of our
A Shares in the PRC.

The A Share [REDACTED] comprises an [REDACTED] of initially [REDACTED] A
Shares for subscription, representing approximately [REDACTED]% of our total
outstanding Shares following the completion of the H Share [REDACTED] and the A
Share [REDACTED], assuming that the [REDACTED] are not exercised. The information
set forth in this document related to our A Share [REDACTED] has been prepared based
on the assumption that our A Share [REDACTED] will comprise an [REDACTED] of
initially [REDACTED] A Shares for subscription.

Our A Shares and H Shares will rank pari passu with each other in all material respects
other than the exceptions described in “Share Capital” and “Appendix VI — Summary of
Articles of Association”. Dividends on our A Shares will be paid in Renminbi. Our H
Shares and A Shares will not be fungible. See “A Share IPO” for further details.

Future Dividends

Since our inception, we have not declared or paid any dividends on our Shares. We expect
to continue to invest in technology and innovation to implement our growth strategies,
which we believe will contribute to the value creation for customers, employees and
shareholders. Our Board of Directors regularly review our dividend policy by taking into
consideration a number of factors, including our evolving strategies, results of operations,
financial condition, operating and capital investment requirements and other factors it may
deem relevant. Any declaration and payment, as well as the amount of any dividends, will
be subject to our Articles and the relevant PRC laws and regulations, according to which
the dividends may be paid only out of the distributable profits as determined under PRC
GAAP or IFRS, whichever is lower.

— 13-
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[REDACTED] Expenses

Based on the [REDACTED] being HK$[REDACTED], the total estimated [REDACTED]
expenses in relation to the H Share [REDACTED] is approximately RMB[REDACTED]
million. [REDACTED] expenses of approximately RMB[REDACTED] million were
incurred and charged to our consolidated income statements during the Track Record
Period. We estimate that we will incur additional [REDACTED] expenses of
RMB[REDACTED] million, of which RMB[REDACTED] million will be charged to our
consolidated income statement for the remaining period of 2020. The balance of
approximately RMB[REDACTED] million, which mainly includes [REDACTED]
commission, is expected to be accounted for as a deduction from equity upon the
completion of the H Share [REDACTED].

Recent Developments

After due and careful consideration, our directors confirm that, up to the date of this
document, there has not been any material adverse change in our financial or trading
position or prospects since June 30, 2020, and there is no event since June 30, 2020 which
would materially affect the information shown in the Accountant’s Report in Appendix | to
this document.

—14 -
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In this document, unless the context otherwise requires, the following terms shall have
the meanings set out below. Certain other terms are explained in the section entitled
“Glossary of Technical Terms” in this document.

“2020 H Share Equity Incentive
Plan”

“A Share(s)”

“Alibaba’ or “Alibaba Group”

the equity incentive plan approved and adopted on
August 6, 2020 and on August 21, 2020 by our Board
and our Shareholders, respectively, pursuant to which
awards in the form of restricted share units, share
appreciation rights and/or restricted shares with H
Shares as the underlying shares may be granted by us,
a summary of the principal terms of which is set out in
the section headed “Appendix VII — Statutory and
General Information — D. Employees Equity Incentive
Plans — 2. 2020 H Share Equity Incentive Plan” in
this document

[REDACTED]

domestic shares in the share capital of the Company
with a nominal value of RMB1.00 each, which are to
be subscribed for and [REDACTED] in Renminbi and
are to be [REDACTED] on the STAR Market

[REDACTED]

Alibaba Group Holding Limited (Ff B & L4 M4 AT
/> H]), a company incorporated in the Cayman
Islands with limited liability on June 28, 1999
(American Depositary Shares of which are listed on the
New York Stock Exchange (symbol: BABA) and shares
of which are listed on the Main Board of the Hong
Kong Stock Exchange (stock code: 9988)), where the
context requires, its consolidated subsidiaries and its
affiliated consolidated entities, including its variable
interest entities and their subsidiaries, from time to
time

— 15—
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“Alipay China”

“Ant International”

“Ant Shangcheng”

“Ant Small and Micro Loan”

“Articles of Association” or
“Articles’

“Board” or “Board of Directors”

“Business Day” or “business
dayH

“Cathay Insurance”

“ CCA SS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

Alipay.com Co., Ltd. (GZA 8 () 49 4& B il A1 PR A AD),
a company incorporated under the laws of the PRC on
December 8, 2004, a wholly-owned subsidiary of ours

Ant International Co., Limited, a company incorporated
in the Cayman Islands with limited liability on
December 27, 2017, a subsidiary of ours

Chongging Ant Shangcheng Micro Loan Co., Ltd. (&
5 T G 0 P i/ N B RS D), a company
incorporated under the laws of the PRC on June 1,
2011, a wholly-owned subsidiary of ours

Chongging Ant Small and Micro Loan Co., Ltd. (&
TS IR /NN B3 A FRZA 1]), a company incorporated
under the laws of the PRC on August 5, 2013, a
wholly-owned subsidiary of ours

the articles of association of the Company approved by
Shareholders’ meeting on August 21, 2020, which will
become effective upon the completion of our A Share
[REDACTED] or H Share [REDACTED] (whichever
is earlier), as amended from time to time, a summary
of which is set out in Appendix VI to this document

the board of Directors

a day on which banks in Hong Kong are generally
open for normal banking business to the public and
which is not a Saturday, a Sunday or a public holiday
in Hong Kong

Cathay Insurance Company Limited ([ 2= i 2 (R B A7 R
EAT/ H]), a company incorporated under the laws of
the PRC on August 28, 2008, a subsidiary of ours

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or a general clearing participant

a person admitted to participate in CCASS as a
custodian participant

a person admitted to participate in CCASS as an
investor participant who may be an individual, joint
individuals or a corporation

—16 —
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“CCASS Operational Procedures’

“CCASS Participant”

“China’ or the “PRC”

“CBIRC”

“Company,” “our Company,”
“Group,” “our Group,” “we,”
“our” or “us’

“Companies Ordinance”

“Companies (WUMP) Ordinance”

“Concert Party Agreement”

“Controlling Shareholder(s)”

the operational procedures of HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirements relating to the operation
and functions of CCASS, as from time to time in force

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China, except where the
context indicates or requires otherwise

the China Banking and Insurance Regulatory
Commission (7B $RAT IR g s B 5 B ZE B ), which is
created by a merger of the former China Banking
Regulatory Commission (1 EI$R1TEEEEHZE B )
and the former China Insurance Regulatory
Commission (R {x g B A 2 B )

Ant Group Co., Ltd. (#5EFRH% 4 B Kk h A BRA ), a
company organized under the laws of the PRC on
October 19, 2000 and, where the context requires, its
consolidated subsidiaries and in respect of the period
before the Company became the holding company of
its present consolidated subsidiaries, the business
operated by such consolidated subsidiaries or their
predecessors (as the case may be)

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended or supplemented from time to
time

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of
Hong Kong), as amended or supplemented from time to
time

the concert party agreement entered into among Mr.
Jack Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang
Jiang on August 21, 2020, as further described in
“Relationship with Controlling Shareholders” in this
document

has the meaning ascribed to it under the Hong Kong
Listing Rules and, strictly in accordance with such
meaning, includes Hangzhou Junhan, Hangzhou Junao,
Hangzhou Yunbo, Mr. Jack Ma, Mr. Eric Jing, Mr.
Simon Hu, Ms. Fang Jiang and Alibaba; and
“Controlling Shareholder” shall mean any one of them

—17 -
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“CSRC”

“Director(s)”

“Domestic Share(s)”

“H Share [REDACTED]"

“H Share(s)”

China Securities Regulatory Commission (95 #5
BEHZERE)

director(s) of the Company

our Shares subscribed for or credited as paid in
Renminbi, which will be [REDACTED] upon
completion of the H Share [REDACTED] and A Share
[REDACTED]

[REDACTED]

the [REDACTED] of H Shares pursuant to the H
Share [REDACTED] and the Redemption and
Subscription

[REDACTED]

overseas [REDACTED] foreign shares in the share
capital of the Company with a nominal value of
RMB1.00 each, which are to be subscribed for and
[REDACTED] in HK dollars and are to be
[REDACTED] on the Hong Kong Stock Exchange

- 18 —
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“Hangzhou Alibaba’

“Hangzhou Junao”

“Hangzhou Junhan”

“Hangzhou Yunbo”

“HKSCC”

“HKSCC Nominees’

“Hong Kong” or “HK”

“Hong Kong Listing Rules’

“Hong Kong Share Registrar”

“Hong Kong Stock Exchange’

Hangzhou Alibaba Network Technology Co., Ltd. (fit/1
By B (2 IS 4 4% RHEE AT BR 22 F]), a company incorporated
under the laws of the PRC on March 19, 2018 and a
wholly-owned subsidiary of Alibaba

Hangzhou Junao Equity Investment Partnership
(Limited Partnership) (Wi B RS E S B CECER
49)), alimited liability partnership incorporated
under the laws of the PRC

Hangzhou Junhan Equity Investment Partnership
(Limited Partnership) (WL M RERCE S IR
%)), alimited liability partnership incorporated
under the laws of the PRC

Hangzhou Yunbo Investment Consultancy Co., Ltd. (#T
W ESAE FE A BR/A ), a limited liability company
incorporated under the laws of the PRC, the executive

partner and general partner of Hangzhou Junhan and
Hangzhou Junao

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited, as amended,
supplemented or otherwise modified from time to time

[REDACTED]

[REDACTED]

The Stock Exchange of Hong Kong Limited

[REDACTED]

— 19—
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[REDACTED]

“IFRS” International Financial Reporting Standards

[REDACTED]

“iResearch” Shanghai iResearch Co., Ltd., an industry consultant

[REDACTED]
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“Joint Sponsors”

“Latest Practicable Date”

“Listing Committee”

“Listing Rules for the STAR
Market”

“«Macau”

“Mandatory Provisions’

“MIT”

“MOF”

“MOFCOM”

“Mr. Eric Jing”

the joint sponsors of the [REDACTED] of our H
Shares on the Main Board of the Hong Kong Stock
Exchange, being Citigroup Global Markets Asia
Limited (in alphabetical order), J.P. Morgan Securities
(Far East) Limited (in alphabetical order), Morgan
Stanley Asia Limited (in alphabetical order) and China
International Capital Corporation Hong Kong Securities
Limited

August 17, 2020, being the latest practicable date prior
to the printing of this document for the purpose of
ascertaining certain information contained in this
document

the listing committee of the Hong Kong Stock
Exchange

the Rules Governing the Listing of Stocks on the
Science and Technology Innovation Board of Shanghai
Stock Exchange ( € L5538 7 T BHAI AR ZE LT RR
HII) ) promulgated on March 1, 2019 and amended
with immediate effect on April 30, 2019

the Macau Special Administrative Region of the PRC

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas ( (F|}E4h LTH/A A=
TR ), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles
of association of companies incorporated in the PRC to
be listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of
the State Council (FI%5Pi#E %% &) and the former
State Commission for Restructuring the Economic
Systems (2] Z K87 H4 il B 25 B ) on August 27,
1994

the Ministry of Industry and Information Technology of
the PRC (3 A\ RAL 0B T35 BALFR)

the Ministry of Finance of the PRC (H# A R 341 1t
HH)

the Ministry of Commerce of the PRC (% A\ R 3L Al
[ 7 55 )

Eric Xiandong JING (FE 1), our executive Chairman,
a shareholder of Hangzhou Yunbo and one of our
Controlling Shareholders
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“Mr. Jack Ma’

“Mr. Joe Tsai”

“Mr. Simon Hu”

“Ms. Fang Jiang”

“MY bank”

1 N D RC”

1 N PCH

“Offshore Pre-[REDACTED]
Investors’

“Oliver Wyman”

“Onshore Pre-[REDACTED]
Investors’

“PBOC”

Jack Yun MA (J§5), the lead founder, one of the
directors and principal shareholders of Alibaba, and our
ultimate controller

Joseph C. TSAI (%$%4%1%), one of our non-executive
Directors and a founder, one of the directors and
principal shareholders of Alibaba

Simon Xiaoming HU (#1£W), our Chief Executive
Officer, executive Director, a shareholder of Hangzhou
Yunbo and one of our Controlling Shareholders

Fang JANG (3%75), one of our non-executive

Directors, a shareholder of Hangzhou Yunbo and one of
our Controlling Shareholders

Zhejiang E-Commerce Bank Co., Ltd. (148877
34 FR7Z> 7)), one of our key associates in which we
own 30% equity interest

National Development and Reform Commission of the
PRC (3 N RILHB B R B M UCEZE B )

the National People’s Congress of the PRC (28 A R
RFEKRE)

[REDACTED]

the offshore pre-[REDACTED] investors identified in
the table under “History and Development —
Capitalization of Our Company”

Oliver Wyman, Inc. (Hong Kong Branch), an industry
consultant

the onshore pre-[REDACTED] investors identified in
the table under “History and Development —
Capitalization of Our Company”

[REDACTED]

People’s Bank of China (*[E A\ R4R1T)
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“Post-[REDACTED] H Share the equity incentive plan approved and adopted on
Equity Incentive Plan” August 6, 2020 and on August 21, 2020 by our Board

and our Shareholders, respectively, pursuant to which
awards in the form of restricted share units, share
appreciation rights and/or restricted shares with H
Shares as the underlying shares may be granted by us,
a summary of the principal terms of which is set out in
the section headed “Appendix VII — Statutory and
General Information — D. Employees Equity Incentive
Plans — 3. Post-[REDACTED] H Share Equity
Incentive Plan” in this document

“PRC Company Law” Company Law of the People’s Republic of China (H#E
NEILFIE A 73%), as amended and adopted by the
Standing Committee of the Tenth National People’s
Congress on October 27, 2005 and effective on January
1, 2006 as amended, supplemented or otherwise
modified from time to time, which was last amended
and took effect on October 26, 2018

“PRC GAAP’ China Accounting Standards and Accounting
Regulations for Business Enterprises issued by the
MOF and its supplementary regulation

“PRC Securities Law” the Securities Law of the PRC ("3 A R LA B 75 7
%), which was enacted by the Standing Committee of
the National People’'s Congress on October 27, 2005
and last amended on December 28, 2019 and became
effective on March 1, 2020

“Pre-[REDACTED] Investments” the 2015 Equity Transactions, the 2016 Equity
Transactions, the 2018 Equity Transactions and the
2018 Offshore Equity Financing

“Pre-[REDACTED] Investors’ the Offshore Pre-[REDACTED] Investors and the
Onshore Pre-[REDACTED] Investors

“Pre-[REDACTED] Offshore the equity incentive plan approved and adopted on
ESOP Plan” April 23, 2018 by Ant International, and amended on

May 7, 2018 and further amended on June 28, 2020,
pursuant to which awards in the form of restricted
share units and share appreciation rights with Ant
International Class B shares as the underlying shares
have been granted by Ant International, a summary of
the principal terms of which is set out in the section
headed “Appendix VII — Statutory and General
Information — D. Employees Equity Incentive Plans
— 1. Pre-[REDACTED] Employee Equity Incentives’
in this document
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“document”

“QFI1”

“QIB” or “Qualified Institutional
Buyer”

“Redemption and Subscription”

“Regulation S’
“RMB” or “Renminbi”

“Restricted A Shares Incentive
Plan”

“RSU(s)”

“Rule 144A”

[REDACTED]

this document being issued in connection with the
[REDACTED]

qualified foreign institutional investors licensed by the
CSRC to invest in RMB-denominated shares listed on
China’'s domestic securities exchanges

a qualified institutional buyer within the meaning of
Rule 144A under the U.S. Securities Act

the redemption of all Ant International Class C shares
and Ant International Class B shares in issue and the
subscription for and issuance of 2,997,090,484 H
Shares and 259,355,840 H Shares pursuant to the
arrangements with the Ant International Class C
shareholders and the arrangement in respect of the
Pre-[REDACTED] Offshore ESOP Plan, respectively,
as further described in “History and Development —
Redemption and Subscription by Ant International
Securities Holders”

Regulation S under the U.S. Securities Act
the lawful currency of the PRC

the equity incentive plan approved and adopted on
August 6, 2020 and on August 21, 2020 by our Board
and our Shareholders, respectively, pursuant to which
restricted A Shares may be granted by us, a summary
of the principal terms of which is set out in the section
headed “Appendix VII — Statutory and General
Information — D. Employees Equity Incentive Plans
— 5. Restricted A Shares Incentive Plan” in this
document

restricted share unit(s)

Rule 144A under the U.S. Securities Act
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“SAPA” a share and asset purchase agreement entered into,
among others, the Company and Alibaba on August 12,
2014, which was amended on February 1, 2018,
September 23, 2019 and August 24, 2020, respectively

“SARS’ share appreciation rights
“Securities and Futures Securities and Futures Ordinance (Chapter 571 of the
Ordinance” or “SFO” Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time
“SFC” the Securities and Futures Commission of Hong Kong

“Share Economic Rights Plan” the incentive plan approved and adopted in January
2014 by our Board and Shareholders, and amended in
2015, pursuant to which awards in the form of share
economic rights may be granted by Hangzhou Junhan,
a summary of the principal terms of which is set out in
the section headed “Appendix VII — Statutory and
General Information — D. Employees Equity Incentive
Plans — 4. Share Economic Rights Plan” in this

document
“Shareholder(s)” holder(s) of our Shares
“Share(s)” ordinary shares in the share capital of the Company

with a nominal value of RMB1.00 each, comprising A
Shares and H Shares

“Special Regulations” the Special Regulations of the State Council on
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies ( <BI%HsBe B it B A FRA ml e 40 55
SRy Mo ETTIFRRIELE ) ), promulgated by the State
Council on August 4, 1994

[REDACTED]

“STAR Market” the Science and Technology Innovation Board of
Shanghai Stock Exchange

“State Administration of Foreign  the State Administration of Foreign Exchange of the

Exchange” or “SAFE” PRC (e A B [ 20 5% A1 e 757 3 R))
“State Council” the State Council of the PRC (H 3 A R 0 B [ %5 B
“State Taxation Administration” the State Taxation Administration of the PRC ({3 A
or “STA” B0 B [ X5 48 )
“subsidiary(ies)” has the meaning ascribed to it under the Hong Kong
Listing Rules
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“Supervisor(s)”
“Supervisory Committee”

“Tianhong”

“Track Record Period”

“US$,” “USD,” or “U.S. dollars’

“Us,” “U.S.,” or “United States”

“U.S. Securities Act”

member(s) of Supervisory Committee
supervisory committee of the Company

Tianhong Asset Management Co., Ltd. (K5A3E4 &
F /AT, a company incorporated under the laws of
the PRC on November 8, 2004, a subsidiary of ours

the three years ended December 31, 2017, 2018 and
2019 and the six months ended June 30, 2020

[REDACTED]

United States dollars, the lawful currency of the United
States

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

the United States Securities Act of 1933, as amended,
and the rules and regulations promulgated thereunder

[REDACTED]

In this document, the terms “associate(s),” “close associate(s),” “controlling
shareholder(s),” “connected person(s),” “core connected person(s)” and “substantial
shareholder(s)” shall have the meanings given to such terms in the Hong Kong Listing
Rules, unless the context otherwise requires.
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The following is a glossary of certain terms used in this document in connection with
us and/or our business. As such, these terms and their meanings may not correspond
to standard industry meanings or usage of these terms.

“Annual Active Users” or
“AAUSH

“ABS“
uAln
HAMLH

uAUMn

“bp(s)”

“CAGR”

“digital finance activity volume”

“e-wallet”

“GDP’
1 I aas”

“International Total Payment
Volume” or “International
TPV

“ I OTH
“ ITn
“ KY Cu

“Monthly Active Merchants”

Alipay app user accounts through which one or more
services were accessed during the previous twelve
months

asset-backed security
artificial intelligence
anti-money laundering
assets under management

basis point(s), where one basis point is the equivalent
of 0.01%

compound annual growth rate

the aggregate value of the following for a user on the
Alipay platform during a given period: (i) daily
average balance of consumer credit, (ii) daily average
balance of Yu'ebao, (iii) insurance premiums paid, (iv)

Xianghubao contributions made

digital wallet, which allows users to store cash and
make payments online and offline

gross domestic product
infrastructure-as-a-service

the value of successfully completed cross-border
payment transactions processed through Alipay or
enabled by Alipay payment services during a given
period

Internet of things
information technol ogy
know your customer

merchant accounts in mainland China that have
completed at least one transaction during that month
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“Monthly Active Users” or
13 MAUSH

“ Paasn

“payment fraud loss rate”

“P& C insurance’
“POS terminal”

“Quick Pay”

“QR code”

i SM Bn

“Total Payment Volume” or
HTPV”

“users’

Alipay app user accounts through one or more of our
services were accessed during that month

platform-as-a-service

total amount of fraud loss divided by total payment
volume for a given period

property and casualty insurance
point of sale terminal

a type of secure and convenient payment service
provided by Alipay, where direct linkage between
various banks and Alipay is set up to enable seamless
payment through users’ bank cards

usually a pattern of black and white squares, typically
used for storing information, that can be read by a
smartphone

small and micro businesses

the value of successfully completed payment
transactions in mainland China processed through
Alipay, including commercial, financial and personal
transactions during a given period

in the context of number of users, it refers to Alipay
app user accounts; otherwise, individual users
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements that involve risks and uncertainties,
including statements based on our current expectations, assumptions, estimates and
projections about us, our industries and the regulatory environment in which we and
companies integral to our ecosystem operate. These statements involve known and unknown
risks, uncertainties and other factors that may cause our actual results, performance or
achievements to be materially different from those expressed or implied by the forward-
looking statements. In some cases, these forward-looking statements can be identified by
words or phrases such as “may,” “will,” “strive to,” “seek,” “expect,” “target,” “goal,”
“anticipate,” “aim,” “estimate,” “intend,” “plan,” “believe,” “potential,” “continue,”
“projected,” “is/are likely to” or other similar expressions. The forward-looking statements
included in this document relate to, among others:

LI

. our growth strategies;

. our future business development and goals, results of operations and financial
condition;

. trends and developments in digital payment, digital finance, the overall
technology and the other service industries in which we operate, both in China
and globally;

. competition;
. fluctuations in general economic and business conditions in China and globally;

. expected changes in our revenues and certain cost and expense items and our
operating margins;

. geopolitical tensions, international trade policies, protectionist policies and other
policies that could place restrictions on economic and commercial activity;

. the regulatory environment in which we and participants in our ecosystem
operate; and

. assumptions underlying or related to any of the foregoing.

The global and China Internet, digital payment and digital finance, the overall technology
and the other service industries may not grow at the rates projected by market data, or at
all. The failure of these industries or markets to grow at the projected rates may have a
material adverse effect on our business, financial condition and results of operations and
the market price of our H Shares. If any one or more of the assumptions underlying the
industry or market data turns out to be incorrect, actual results may differ from the
projections based on these assumptions. You should not place undue reliance on these
forward-looking statements.

The forward-looking statements made in this document relate only to events or information
as of the date on which the statements are made in this document. We undertake no
obligation to update any forward-looking statements to reflect events or circumstances after
the date on which the statements are made or to reflect the occurrence of unanticipated
events. You should read this document and the documents that we have referred to in this
document completely and with the understanding that our actual future results may be
materially different from what we expect.
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RISK FACTORS

You should carefully consider all of the information in this document, including the
risks and uncertainties described below, before making an investment in our H Shares.
Our business, financial condition or results of operations could be materially and
adversely affected by any of these risks. The [REDACTED] of our H Shares could
significantly decrease due to any of these risks, and you may lose all or part of your
investment. You should also pay particular attention to the fact that we are a PRC
company and are governed by a legal and regulatory system which may differ from
what prevail in other countries. For more information concerning the PRC legal and
regulatory system and certain related matters discussed below see “Appendix IV —
Regulations,” “Appendix V — Summary of Legal and Regulatory Matters” and
“Appendix VI — Summary of Articles of Association.”

Risks Related to Our Business and Industry

Our business depends on the trust in us, our platform and our brand, and any failure to
maintain, protect, enhance and promote such trust would materially and adversely affect
our business, financial condition, results of operations and prospects.

Our origins date to 2004 when Alipay was created in the nascent days of e-commerce to
solve the trust issue between buyers and sellers in online transactions. Trust is at the core
of what we do. We enable participants in commercial activities, including consumers,
businesses and partners to build and strengthen trust among each other. In the process, we
have become a platform deeply trusted by consumers, businesses and partners. Maintaining,
protecting, enhancing and promoting the trust in us, our platform and our brand is critical
to expanding the base of consumers, businesses and partners on our platform, as well as
increasing their engagement with our services. Many factors could undermine or damage
the trust in us, our platform or our brand, including:

. failure to satisfy the expectations of the quality or reliability of the financial
products and services on our platform;

. inadequate protection of user information, commercially sensitive or other
important information, or inadequate protection of users' rights to personal
information;

. failure in the reliability and integrity of us or partners on our platform;

. negative publicity about us, our platform, partners on our platform, Alibaba, our
investee companies, or the industries in which we operate;

. negative perceptions of the effectiveness and robustness of our compliance
functions;

. failure in the effectiveness of our intelligent decisioning and dynamic risk
management processes and systems;

. non-compliance incidents, litigations or other claims or investigation
proceedings,

. employee misconduct, rumors or false stories, or misconduct by our partners,
service providers, or other counterparties; and
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. failure to effectively manage or resolve customer complaints.

If we do not successfully maintain the trust in us, our business, financial condition, results
of operations and prospects would be materially and adversely affected.

If we cannot continue to innovate, our business, financial condition, results of operations
and prospects would be materially and adversely affected.

Our success has largely been driven by our capability to innovate and introduce new
products and solutions, and identify potential customer needs even before they are
recognized by consumers and businesses. Innovation, one of our key competitive
advantages, is essential for the introduction of new products, services and use cases and is
the driver of our market leadership. Failure to continue to innovate, or effectively identify
and address new customer needs could severely damage our leading position and erode our
market share, which in turn would materially and adversely affect our business, financial
condition, results of operations and prospects.

Sustained innovation requires us to invest significant resources to identify new
opportunities, create new markets and develop new services that deliver more value for
consumers, businesses and our partners. Our investments in innovations, which may be
significant, may not enhance our competitiveness or generate financial returns in the short
term, or at all. As we expand into other jurisdictions, we need to innovate and develop new
products and business models rather than simply replicating our successful business model
in China to address the distinct needs in different markets. In addition, due to the evolving
nature of the intellectual property protection regimes around the world, we may not be able
to adequately protect our innovations.

The changes and developments taking place in our industries may also require us to
re-evaluate our business model and adopt significant changes to our long-term strategies
and business plans. Our failure to innovate, respond and adapt to these changes and
developments and our inability to protect our innovations would have a material adverse
effect on our business, financial condition, results of operations and prospects. Even if we
succeed in identifying new opportunities, creating new markets, innovating new products
and solutions and adopting changes in our strategies and plans, we may nevertheless fail to
realize the anticipated benefits of these changes and our financial performance may suffer
as a result.

If we cannot respond or adapt to the rapid technological development, our business,
financial condition and results of operations would be materially and adversely affected.

The business environment in which we operate, is characterized by rapidly changing
technology, evolving industry standards and regulations, new mobile applications and
protocols, new products and services, and changing user demands and trends. Our success
will depend, in part, on our ability to identify, develop, acquire or license leading
technologies useful for our business, and respond to technological development and
evolving industry standards and regulations in a cost-effective and timely manner. As a
result, we must continue to invest significant resources in technology infrastructure, and
research and development to enhance our technology capabilities. We cannot assure you
that we will be successful in adopting and implementing new technologies, such as
blockchain and Al. If we are unable to respond or adapt in a cost-effective and timely
manner to technological development, our business, financial condition and results of
operations could be materially and adversely affected.
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If we are unable to compete effectively, our business, financial condition, results of
operations and prospects would be materially and adversely affected.

We face intense competition, principally from established Chinese Internet companies,
Chinese financial technology companies, payment service providers, including commercial
banks that issue payment cards or provide QR codes for payments, payment processing
networks and digital payment service providers, and companies providing similar
technology or distribution-driven financial services in China and the rest of the world.
Some of these competitors may generate significant traffic and have established strong
brand recognition, robust technological capabilities and significant financial resources. In
addition, although global payment companies currently have a limited presence in China, as
we expand into other jurisdictions, we face significant competition from them in the area of
cross-border payments. We compete to attract and retain consumers, merchants and partners
based on various factors. We compete for customers based on factors, such as the value and
user experience we offer as well as the security of our Alipay app and other services
offerings. We compete for merchants based on factors, such as scale and engagement of
consumers on our platform, cost, convenience, quality and the innovative nature of our
products and services. We compete for partner financial institutions based on factors such
as fee rates, efficient customer reach, customer insights, intelligent decisioning systems,
dynamic risk management systems and technology. We also compete for motivated and
capable talents, including technology and financial services talents.

Our competitors are continuously investing to innovate, grow their businesses and enhance
user reach and engagement, and can outcompete us in any of these areas. They may also be
able to obtain certain licenses that we are unable to obtain, which may hinder our ability to
offer certain products or access certain pools of liquidity that are the subject of such
licenses. Increased investments made, lower prices or innovative products and services
offered by our competitors may require us to divert significant managerial, financial and
human resources in order to remain competitive, and ultimately may reduce our market
share and negatively impact the revenues growth and profitability of our business.
Furthermore, our business is subject to rapid changes in the industries we operate in, such
as the introduction of new business models, and the entry of new and well-funded
competitors or industry disruptors, including other leading Internet, financial technology
and payment services companies.

Our ability to compete depends on a number of other factors as well, some of which may
be beyond our control, including alliances, acquisitions or consolidations within our
industries that may result in stronger competitors, and changes in the regulatory
environment in the markets we operate in. Existing and new competitors may leverage their
established platforms or market positions, or introduce innovative business models, to
launch products or services that may attract a large user base and achieve rapid growth,
which may materially and adversely affect our business and results of operations. As we
continue to expand into markets outside of China, we increasingly face competition from
domestic and international players operating in these markets, as well as geopolitical
tensions, regulatory challenges and protectionist policies that may support domestic players
in those markets.

If we are not able to compete effectively, the level of economic activity and user
engagement on our platform may decrease and our market share and profitability may be
negatively affected, which could materially and adversely affect our business, financial
condition, results of operations and prospects, as well as our reputation and brand.
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If consumers and businesses decrease their level of engagement or activity on our
platform or if we are unsuccessful in promoting usage of our services, our financial
results and business may be significantly harmed.

The level of engagement and activity by consumers and businesses on our platform and the
level of usage of our services are critical to our success. Our financial performance has
been and will continue to be significantly determined by our success in adding, retaining,
and engaging active users and growing the usage of our services. As our Alipay AAUs
exceeded one billion in China, growing our existing business and services as well as
developing new business and services to increase user engagement and the usage of our
services is particularly important for us to maintain and grow our revenues. Materialization
of any risk factors discussed elsewhere in this section can result in reduced user
engagement or usage of our services, including primarily:

. our failure to maintain trust in us and our platform;

. our failure to develop or source high quality financial products or services on our
platform;

. our failure to innovate and adapt to rapid technological developments;
. our failure to strengthen our existing services or develop new services,

. our failure to maintain and enhance the attractiveness and usefulness of our
services to users and merchants;

. our failure to maintain or enhance user experience or to balance the need for
prudent risk management and user experience;

. our failure to maintain or increase the breadth of use cases we offer on our
platform;

. our failure to compete effectively; and

. our failure to attract high quality partner financial institutions and maintain our
relationship with them.

In addition, growing merchant activity is also an important part of our overall growth
strategies to drive user engagement and participation. However, we cannot assure you that
we will be successful in growing and expanding our merchant services to a significant
scale, or at all, or that the growth of our merchant services, if any, will result in increased
user engagement and merchant activity on our platform. Failure to achieve our strategic
target may result in our users being attracted by our competitors who may offer stronger
value propositions, thereby resulting in significant competitive disadvantage for our digital
payment and merchant services and digital finance technology platform businesses.

If we are unable to maintain or increase level of user engagement, merchant activity, or
usage of our services, our financial results and business may be adversely affected.
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Our success depends on our ability to maintain a mutually beneficial partnership with
financial institutions.

We collaborate with partner financial institutions to create value for consumers and
businesses on our platform. Our success depends on our ability to maintain a mutually
beneficial partnership with these financial institutions. In particular, revenues from our
digital finance technology platform account for an increasing proportion of our total
revenues and is expected to be a major driver of our future growth. Our revenues from
digital finance technology platform accounted for 56% and 63% of our total revenues for
the year ended December 31, 2019 and the six months ended June 30, 2020, respectively.
The substantial majority of our revenues from digital finance technology platform was
generated from technology service fees we charge our partner financial institutions.
Materialization of any risk factors discussed elsewhere in this section can negatively affect
our partnership with these financial institutions, including:

. our failure to maintain trust in us and our platform;

. our failure to maintain broad customer reach as expected by our partner financial
institutions;

. our failure to maintain effective intelligent decisioning and dynamic risk
management processes and systems;

. our failure to empower our partner financial institutions to cost-effectively
distribute financial products and services to targeted consumers and businesses;

. our failure in our credit monitoring and collection efforts;

. our failure to innovate and respond and adapt to rapid technological
development;

. our failure to maintain or increase user engagement and merchant activity level;
. our failure to compete effectively; and

. any regulatory non-compliance or failure to adapt to changes in regulatory
environment.

If any of these happens, we will be subject to, among others, the following risks:

. our partner financial institutions may determine to reach and acquire customers
directly instead of partnering with us;

. our partner financial institutions may renegotiate commercial terms of the fee
arrangements we have with them;

. our partner financial institutions may become unwilling to offer products and
services on our platform; and

. our partner financial institutions may reduce or cease their cooperation with us

and therefore expose us to greater partner concentration risk or ultimately lead to
our inability to satisfy demand from customers.
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Furthermore, despite our efforts in maintaining mutually beneficial partnerships with these
financial institutions, they may still offer financial products or services that compete with
us or decide to limit their business volume on our platform to avoid their own dependence
and/or concentration risks.

We may not be able to maintain and strengthen the network effects of our platform,
which could materially and adversely affect our business, financial condition, results of
operations and prospects.

Our platform and services generate powerful self-reinforcing network effects that enhance
the value that we create for our consumers, businesses and partners. The extent to which
we are able to maintain and strengthen these network effects depends on our ability to:

. attract and retain consumers and businesses and provide a superior experience to
them;

. offer and maintain a scalable and efficient platform for consumers, businesses
and partners on our platform;

. provide a wide range of high-quality, secure and trustworthy services to
consumers, businesses and partner financial institutions;

. maintain a high level of engagement and activity of consumers and businesses on
our platform;

. improve the quality of our customer insights;
. consistently innovate and improve the services offered on our platform;

. address user concerns with respect to data security and privacy in connection
with our data processing activities;

. increase the effectiveness of businesses and partners engaging with consumers on
our platform;

. attract and retain partners that are able to provide quality products and services
on commercially reasonable terms on our platform;

. provide effective technologies, infrastructure and services that meet the evolving
needs of consumers, businesses and partners; and

. continue adapting to the changing demands of the market and user behavior and
preference.

In addition, the interests of consumers, businesses or partners on our platform may not
always be aligned. For example, rigorous risk management systems can benefit our partner
financial institutions but negatively affect user experiences. To the extent we are not able to
address the needs and demands of any particular participant group, those participants may
spend less time, mind-share and resources on our platform and may conduct fewer
transactions or use alternative platforms, any of which could result in a material decrease in
the network effects on our platform and therefore materially and adversely affect our
business, financial condition, results of operations and prospects.
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We may not be able to maintain the levels of growth in our revenues or our business.

We have experienced significant growth in revenues and in our business in recent years.
Our ability to continue maintaining the levels of growth in revenues and our business
depends on a number of factors. See “Financial Information — Factors Affecting Our
Results of Operations” and “— Our Revenue Model.” Materialization of any risk factors
described in this “Risk Factors” section can negatively affect our ability to operate and
grow our existing businesses. Our future commercial and financial successes also depend
on our ability to successfully execute our growth strategies, including driving user
engagement, expanding the number of users on our platform, strengthening our platform
and continuing to foster win-win relationships with our partners, investing in innovation
and technology and expanding our cross-border payment business.

We are exploring and will continue to explore new business initiatives, including in
industries and markets in which we have limited or no experience, as well as new business
models that may be untested or even create new markets. Developing new business
initiatives and models or new markets requires significant investments of time and
resources, and may present new and difficult technological, operational and compliance
challenges. Many of these challenges may be specific to business areas we do not have
sufficient or may even have no experience with. We may encounter difficulties or setbacks
when we continue to innovate, develop new services and technologies that unlock
opportunities from the digital transformation of finance and services for ourselves or for
businesses or partners on our platform, which we expect to be an important driver of our
future growth. New products or services may not achieve sufficient market acceptance, or
at all. As aresult, our new products or services and the other growth strategies may not
generate the returns we expect in a timely manner, or at all. For example, we are expanding
our merchant services and daily life services. We cannot assure you that we will be able to
successfully monetize our merchant services or our daily life services and generate results
that meet our expectations, or at all.

Our historical success has largely been driven by our capability to innovate new products,
services and business models. We may need to make adjustments to our new products,
services and business models from time to time in response to evolving regulatory regimes,
which may negatively affect our business and prospects. Furthermore, our revenues growth
may decline for other reasons, including reduced market acceptance of our existing
products or services, decreasing engagement and transaction activities of consumers, our
partner financial institutions seeking to reduce the fees we charge to them, increasing
competition and slowing growth of digital payment and digital finance industries, interest
rate risk which could affect our CreditTech, InvestmentTech and InsureTech businesses,
disruptions to China's economy or the global economy from pandemics, adverse weather
conditions, natural disasters or other events, as well as changes in the geopolitical
landscape, government policies, regulatory environment or general economic conditions.
Our revenues growth rate may also slow in the future as our revenues grows to a higher
base level.
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We may not be able to maintain our culture, which has been a key to our success.

Our culture has been defined by our mission, vision and values. In particular, our culture
has helped us serve the long-term interests of the participants on our platform, attract,
retain and motivate employees and create value for participants on our platform and our
shareholders. We face a number of challenges that may affect our ability to sustain our
corporate culture, including:

. failure to identify, attract, promote and retain talents at all levels of our
organization who share our culture, mission, vision and values,

. generational shift and attitude changes that could lead to a failure to maintain
our culture, mission, vision and values;

. challenges of effectively incentivizing and motivating employees, including
members of senior management;

. the increasing size, complexity, geographic coverage and cultural diversity of our
business and workforce;

. challenges in managing a workforce that is expanding through both organic
growth and acquisitions, in providing effective training to this workforce, and in
promoting a culture of compliance with laws and regulations and preventing
misconduct among our employees and participants on our platform;

. competitive pressures to move in directions that may dilute our culture and divert
us from our mission, vision and values;

. failure to execute an effective management succession plan;

. the pressure from the public markets to focus on short-term results instead of
long-term value creation; and

. the increasing need to recruit new talents and develop more expertise in new
areas of business, innovations and technology, such as the expansion in digital
daily life, cross-border payment services and innovation initiatives such as
blockchain solutions.

If we are not able to maintain our culture or if our culture fails to deliver the long-term

results we expect to achieve, our reputation as a trusted platform, business, financial
condition, results of operations and prospects could be materially and adversely affected.
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Our business generates and processes a large amount of data, including personal and
business data, and the improper collection, hosting, use or disclosure of data could harm
our reputation and have a material adverse effect on our business and prospects.

Our business generates and processes a large quantity of personal data as well as user and
user group profiles based on our analysis of personal data. Our privacy policies concerning
the collection, use and disclosure of personal data are posted on our platform. We face
risks inherent to handling and protecting a large volume of data, especially user data. In
particular, we face a number of challenges relating to data security and privacy, including
but not limited to:

. protecting the data in and hosted on our system, including against attacks on our
system by outside parties, data |leakage or fraudulent behavior or improper use by
our employees or business partners;

. addressing concerns, challenges, negative publicity and litigation related to data
security and privacy, collection, use and actual or perceived sharing (including
sharing among our own businesses, with business partners or regulators), safety,
security and other factors that may arise from our existing businesses or new
businesses and technology, such as new forms of data (for example, biometric
data, location information and other demographic information); and

. complying with applicable laws and regulations relating to the collection, use,
storage, transfer, disclosure and security of personal data, including requests
from data subjects and compliance requirements in accordance with applicable
laws and regulations.

These challenges are heightened as we expand our business into jurisdictions with different
legal and regulatory regimes. There have been reports of a number of incidents relating to
data security and unauthorized use of user data by other high-profile Internet and
technology companies and their business partners. The improper collection, use or
disclosure of our user data could result in a loss of consumers, businesses, partner financial
institutions and other participants on our platform, loss of confidence or trust in our
platform, litigation, regulatory investigations, penalties or actions against us, significant
damage to our reputation, and have a material adverse effect on the [REDACTED] of our
H Shares, our business, financial condition, results of operations and prospects.

In addition, we have entered to a data sharing agreement with Alibaba, which provides for
a governance framework regulating the sharing of certain data that are collected or
generated as a result of the use by users of our and Alibaba's respective products or
services subject to applicable laws, regulations, industry standards and contractual
requirements. See “Connected Transactions — Fully-Exempt Continuing Connected
Transactions — 2. Data Sharing Agreement” for further details. If there is any system
failure, security breach or lapse by us, Alibaba or other participants that join the data
sharing arrangement results in release of user data, our reputation, brand and business may
be harmed. As a result of any such failure, breach or lapse, we may also be exposed to
liability and/or regulatory actions, and may attract negative publicity from media outlets,
privacy advocates, our competitors or others.
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Moreover, we share a limited amount of user data with our business partners in accordance
with applicable laws and regulations and subject to stringent data security and privacy
requirements. If our business partners engage in activities that are negligent, fraudulent,
illegal or otherwise harm the trustworthiness and security of our platform, including
improper disclosure or use of user data, or if our business partners otherwise fail to meet
their data security and privacy obligations, or users are otherwise dissatisfied with their
service quality on or off our platform, we may be subject to user complaints and suffer
reputational harm, even if due to actions or activities not related to, attributable to or
caused by us, or within our control.

The COVID-19 pandemic presents challenges to our business and the effects of the
pandemic could adversely affect our business, financial condition and results of
operations.

The global outbreak of COVID-19 is having a significant negative impact on the global
economy, especially in retail and service sectors. It has severely disrupted business
operations, supply chains and workforce availability across the world, leading to substantial
declines in business activity. The COVID-19 pandemic as well as the responses and
measures taken in China and elsewhere by the governments and society as a whole in
response to the COVID-19 pandemic, present challenges to our business operations as well
as consumers, businesses, our partners and other participants on our platform. These
challenges include, but are not limited to, lock-down and mandatory or voluntary social
distancing measures, such as closure of offices and facilities, disruptions to or even
suspensions of normal business operations, as well as restrictions on travel, which may
adversely affect our ability to provide services to our customers. In particular, the
widespread travel restriction imposed by governments in various jurisdictions has
significantly reduced, and is expected to continue to reduce the amount of international
travels, which in turn can have a significant negative impact on our ability to grow our
cross-border digital payment services that relate to travel spending and overseas spending
by Alipay users in China.

In the six months ended June 30, 2020, the impact of the COVID-19 pandemic and the
measures implemented in response to the pandemic affected our results of operations in the
following ways: (i) lower levels of consumption negatively impacted the use of our digital
payment services, particularly for offline consumer and business activities as well as
consumer cross-border activities, and negatively affected the growth of the balance of
consumer and SMB credit; and (ii) negative effects on the growth of our TPV and revenues
from digital payment and merchant services and revenues from CreditTech services. It is
not possible to determine the ultimate impact of the COVID-19 pandemic on our business
operations and financial results, which is highly dependent on numerous factors, including
the duration and spread of the pandemic and any resurgence of COVID-19 in China or
elsewhere, actions taken by governments, domestically and in international relations, the
response of businesses and individuals to the pandemic, the impact of the pandemic on
business and economic conditions in China and globally, consumer demand, our ability and
the ability of business or partners on our platform to continue operations in areas affected
by the pandemic and our efforts and expenditures to support merchants and partners and
ensure the safety of our employees. The COVID-19 pandemic may continue to adversely
affect our business, financial condition and results of operations.

— 39—



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

RISK FACTORS

Our business operations and financial position may be materially and adversely affected
by any economic slowdown in China as well as globally.

Our business, financial condition and results of operations as well as future prospects are
impacted to a significant extent by general economic conditions in China and globally, as
well as economic conditions specific to our business. The global economy, markets and
level of activity by consumers and businesses are influenced by many factors beyond our
control.

The growth of the PRC economy has slowed in recent years as compared to prior years.
According to the National Bureau of Statistics of China, China's real GDP growth rate was
6.9% in 2017 and slowed to 6.6% in 2018 and 6.1% in 2019. As a result of the COVID-19
pandemic, China's real GDP growth rate is expected to further decline. In the first and
second quarters of 2020, China's real GDP contracted by 6.8% and grew by 3.2%,
respectively, on a year-on-year basis.

There have also been concerns about the relationships among China and other Asian
countries, the relationship between China and the United States, as well as the relationship
between the United States and certain Asian countries such as North Korea, which may
result in or intensify potential conflicts in relation to territorial, regional security and trade
disputes and negatively affect our cross-border business. See “— We may face challenges
in expanding our cross-border businesses and operations, and we may not be able to
successfully grow our cross-border payment business.”

Any disruption or continuing or worsening downturn, whether as a result of geopolitical
tensions, the COVID-19 pandemic or other reasons, could significantly reduce commerce
activities in China and globally, which could lead to a significant reduction in demand for
and spending on the various services we offer. For example, a lower level of consumption
can reduce the TPV on our platform, thereby resulting in a decrease in revenues from our
digital payment and digital finance services. Economic downturn or turmoil can also lead to
lower disposable income, lower demand for investment and insurance products, distress in
financial markets, and reduced market liquidity, which in turn could lower the business
volume on our platform. If China’s credit cycle tightens, or if we implement stricter risk
management during economic downturn, there will be negative impact on the performance
or growth rate of loans enabled through our platform. Adverse weather conditions or
natural disasters could trigger an economic downturn in the areas directly or indirectly
affected by the weather or disasters. These consequences could, among other things, result
in a decline in business and increased insurance claims for our partner insurers from those
areas. They could also result in reduced underwriting capacity of our partner insurers,
making it more difficult for them to underwrite insurance products on our platform. An
economic downturn, whether actual or perceived, a further decrease in economic growth
rates or an otherwise uncertain economic outlook in China or any other market in which we
may operate could have a material adverse effect on business and consumer spending and,
as a result, adversely affect our business, financial condition, results of operations, and
future prospects.

In addition, because we hold a significant amount of cash and cash equivalents and short-
term investments, if the financial institutions that we make deposits with or the issuers of
the financial instruments that we hold become insolvent or if the market for these financial
instruments become illiquid as a result of a severe economic downturn, our business and
financial condition could be materially and adversely affected. Furthermore,
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our customers' funds in Yu'ebao are held in custodial accounts maintained with various
financial institutions. If these financial institutions were to fail, our customers may suffer
losses, and as a result, our reputation, business, results of operations and financial position
could be materially and adversely affected.

We and our partners are subject to a broad range of laws and regulations, and future
laws and regulations may impose additional requirements and other obligations that
could materially and adversely affect our business, financial condition and results of
operations.

We have created a vibrant ecosystem and a platform that offers a broad range of digital
payment, digital finance and digital daily life services. As such, we and our subsidiaries,
associates, joint ventures and affiliates, as well as businesses, partner financial institutions
and other participants on our platform, are subject to a broad range of laws, rules and
regulations as described in “Appendix IV — Regulations,” among others, including the
laws and regulations on Internet content providers, e-commerce, digital payments, data
collection and data security and privacy and consumer protection and are required to obtain
and maintain relevant licenses, permits or approvals in the PRC. These laws, rules and
regulations are highly complex, and continuously evolving. They could change or be
reinterpreted to be burdensome or difficult for us, businesses on our platform or our
partners to comply with. As we further expand into other markets, we increasingly become
subject to additional legal and regulatory compliance requirements as well as political and
regulatory challenges, including scrutiny on data security and privacy and AML
compliance, or on national security grounds or for other reasons.

Moreover, we cannot assure you that we and our partner financial institutions will be able
to maintain existing licenses and permits, renew any of them when their current term
expires or obtain additional licenses required to expand our and their businesses. If we or
our partner financial institutions are unable to maintain and renew one or more of the
current licenses and permits, or obtain such renewals or additional licenses requisite for
future business expansion, the operations and prospects of our business could be materially
disrupted. Furthermore, new PRC regulations promulgated in the future may require that we
or our partner financial institutions obtain additional licenses or permits in order to
continue to conduct our business operations and maintain the cooperation between us and
our partner financial institutions. However, we can give no guarantee that we and our
partner financial institutions would be able to obtain such licenses or permits in a timely
fashion, or at all. If any of the foregoing were to occur, our business, financial condition
and prospects would be materially and adversely affected.

We have from time to time been subject, and are likely again in the future to be subject, to
PRC and foreign government inquiries, inspections and investigations, including those
relating to AML, anti-terrorist financing and sanctions, data security and privacy,
cybersecurity, foreign exchange control, consumer protection, anti-bribery, anti-corruption,
advertising and content control laws and regulations.

We also face scrutiny, and have been subject and continue to be subject to inquiries,
inspections and investigations, from PRC and foreign government authorities that focus on
cross-border trade, tax, intellectual property protection, our investment activities and
allegedly fraudulent or other criminal transactions. We may also face protectionist policies
and regulatory scrutiny, on national security grounds or for other reasons, in foreign
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countries in which we conduct business or investment activities. As we continue to grow in
scale and significance, we expect to face increased scrutiny, which will, at a minimum,
result in our having to continue to increase our investment in legal and compliance and
related capabilities and systems.

The financial services industry is subject to evolving and extensive regulation.

We provide digital payment services, and we partner with a large number of financial
institutions and enable them to provide services in consumer and SMB credit, investments
and insurance. As such, our business model and these financial institutions, as well as our
cooperation model with them are subject to evolving and extensive regulation governing the
financial services industry. Moreover, the intersection of finance and digital servicesis a
new phenomenon but one that has attracted significant regulatory attention. See “Appendix
IV — Regulations” for further details.

These laws, rules and regulations are highly complex, continuously evolving and could
change or be reinterpreted to be burdensome or difficult to comply with. In the past, we
had adjusted our business in response to the evolving regulatory environment with respect
to digital payments, consumer and SMB credit, investments and insurance. In particular,
our services cover various aspects of the financial services industry, and we are the leading
digital payment services provider and leading digital finance platform in China. As such,
we may be subject to additional scrutiny from regulators and subject to more stringent
requirements. We cannot assure you that we will be able to make adjustments to our
business in the future in a timely manner to respond to such additional scrutiny and
requirements. Even if we are able to adapt and comply, increased regulatory requirements
would have the effect of increasing the compliance burden, compliance costs and restrict
our flexibility in operating and introducing new businesses. Government authorities in the
PRC and other countries are likely to continue to issue new laws, rules and regulations
governing the industries in which we operate in the PRC and other countries and enhance
enforcement of existing laws, rules and regulations. They have imposed, and may continue
to impose, requirements relating to, among other things, new and additional licenses,
permits and approvals or governance or ownership structures on us, which we may not be
able to obtain, maintain or comply with.

Our partner financial institutions are also subject to continuously evolving regulations on
the financial services industry and tightened scrutiny from the regulators, which may be
difficult for our partners to comply with or affect their cooperation model with us. Potential
scrutiny includes more stringent capital requirements, risk weighting requirements, data
security and privacy requirements, limitation on reliance on any single platform, tighter
operational standards or more stringent conduct requirements of financial services industry.
Furthermore, if new regulations or rules limit the overall debt balance in China, our partner
financial institutions’ ability to cooperate with us on consumer and SMB credit may be
limited. There can be no assurance that they will be able to make adjustments to their
businesses or their cooperation model with us in atimely manner. This in turn can result in
reduced user engagement and merchant activity level on our platform, which could harm
our business, prospects and results of operations.

Our licensed financial services subsidiaries and associates are subject to evolving and
extensive regulation.

In addition to partnering with financial institutions to provide financial products and
services, we also provide consumer and SMB credit, investment products, and insurance
products through our licensed small loan subsidiaries Ant Shangcheng and Ant Small and
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Micro Loan, licensed commercial factoring subsidiary, Shangrong (Shanghai) Commercial
Factoring Co., Ltd., licensed asset management subsidiary, Tianhong, licensed P& C
insurance company, Cathay Insurance, and our associate MY bank. These licensed financial
services subsidiaries and associate are subject to the same or similar regulations as our
partner financial institutions. In particular, our licensed financial services subsidiaries and
associate are subject to capital, leverage ratio or solvency margin ratio requirements in the
PRC. Any change in regulatory regime or additional requirements may constrain their
businesses or result in additional compliance costs. Local authorities in different regions of
the PRC may interpret, apply and enforce the relevant rules and regulations in different
ways. These various regulatory requirements and their interpretation, application and
enforcement relating to our licensed financial services subsidiaries and associate may
increase their compliance costs or limit their scale of operations unless we make additional
capital contributions to them, or such requirements could restrict our expansion entirely
without any possibility of increasing the capital contribution into these subsidiaries and
associates. In addition, these licensed subsidiaries and associate are subject to regular and
ad hoc regulatory inspections, and may be subject to actions, by the relevant regulators
regarding the compliance with relevant laws and regulations.

In July 2019, the PBOC issued a draft regulation on financial holding companies for
comments. To better react to and prepare for this regulation, based on our understanding of
the current regulatory intent and applicable laws and regulations, we plan to use Zhejiang
Finance Credit Network Technology Co., Ltd. (#7 7Ll 5 445 i1 A PR 7)), a wholly
owned subsidiary of ours, as the entity to apply for being a financial holding company
subject to regulation and hold our licensed financial services subsidiaries. Since the draft
regulation may be subject to further change, we may need to make adjustments to such
plan in accordance with the specific requirements in the enacted regulation.

If we cannot resolve any potential conflict between us and Alibaba in our favor, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.

We and Alibaba have established a strategic and synergistic partnership and comprehensive
business cooperation. Alibaba relies on us to conduct substantially all of the payment
processing and all of the escrow services on its marketplaces through long-term contract
arrangements, and we derive a portion of our revenues from Alibaba and users on its
marketplaces. Also, our strategic relationship with Alibaba enables us to access the users of
Alibaba’s ecosystem, which has facilitated, and is expected to continue to facilitate us, the
growth, diversity and scale of our user base, as well as the network effects of our platform.
We and Alibaba have also established a broad range of business cooperation and
transactional arrangements as detailed in “Relationship with Controlling Shareholders —
Relationship with Alibaba” and “Connected Transactions.” Conflicts may arise from any
aspects of these cooperation and arrangements.

Meanwhile, although we and Alibaba have each agreed to certain non-competition
undertakings, conflicts of interest between us may arise relating to commercial or strategic
opportunities or initiatives, and there can be no assurance that Alibaba would not pursue
opportunities that would conflict with our interests. Under the SAPA, subject to certain
limitations and unless both parties agree, we may not engage in any business conducted by
Alibaba from time to time or logical extensions thereof, and Alibaba is restricted from
engaging in specified business activities within our scope of business enumerated in the
SAPA. As aresult, our future expansion can be restricted if the particular area we plan to
venture into is considered a business conducted by Alibaba or logical extensions thereof.
Because Alibaba’'s scope of business is broad and expanding, our ability to expand our
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business to new areas may be limited. In addition, Alibaba is not restricted from competing
with us in new businesses we are permitted to expand into. As such, although we and
Alibaba have distinct business strategies and generally do not compete with each other,
there can be no assurance that we and Alibaba will not enter into the same business in the
future that would result in competition between us and Alibaba. Furthermore, we and
Alibaba may make passive investments in competing businesses below specified thresholds,
in some cases after offering the investment opportunity to the other party. In cases where
we need to first offer the investment opportunity to Alibaba prior to making a proposed
investment, Alibaba may decide to pursue such investment itself. If Alibaba decides not to
pursue such investment, we may only make such investment on terms no more favorable
than the terms previously offered to Alibaba. Such contractual obligation may impede our
ability to make strategic investment.

Alibaba is a major shareholder of ours and is considered to be a controlling shareholder of
the Company strictly in accordance with the definition under the Hong Kong Listing Rules
only. Mr. Jack Ma, who controls Hangzhou Yunbo, the general partner of both Hangzhou
Junhan and Hangzhou Junao, controls 50.52% of our Shares as of the date of this
document, and will control [REDACTED]% of Shares immediately following the
completion of the [REDACTED], assuming that neither of the A Share [REDACTED] or
the H Share [REDACTED] is exercised, is also one of the major shareholders and directors
of Alibaba. Three members of Alibaba's senior management (including two Directors
nominated by Alibaba) also serve as our Directors. Accordingly, these and other potential
conflicts of interest between us and Alibaba, and between us and Mr. Jack Ma, may not be
resolved in our favor, which could have a material adverse effect on our business, financial
condition, results of operations and prospects.

Moreover, because of Alibaba's equity interest in and close association with us and
overlapping user bases, events that negatively affect Alibaba could also negatively affect
customers’, regulators’ and other third parties’ perception of us. In addition, any actual or
perceived conflict of interest between us and Alibaba, or any other company integral to the
functioning of our platform, could also materially harm our reputation as well as our
business and prospects.

Geopolitical tensions have led to a worsening relationship between China and the United
States and this adverse trend may continue to deteriorate, which could negatively affect
our business and results of operations.

In recent years, there has been a deterioration in the relationship between China and the
United States which has resulted in intense potential conflicts between the two countries in
trade, technology, finance and other areas, and this has led to greater uncertainties in the
geopolitical situations in other parts of the world affecting China and Chinese companies.
For example, export controls, economic and trade sanctions have been threatened and/or
imposed by the U.S. government on a number of Chinese technology companies. The
United States has also threatened to impose further export controls, sanctions, trade
embargoes, and other heightened regulatory requirements on China and Chinese companies
for alleged activities both inside and outside of China. These have raised concerns that
there may be increasing regulatory challenges or enhanced restrictions against China and
other Chinese technology companies, including us and Alibaba, in a wide range of areas
such as data security and privacy, emerging technologies, “dual-use” commercial
technologies and applications that could be deployed for surveillance or military purposes,
import/export of technology or other business activities. For instance, in 2019 and 2020,
the U.S. government announced several executive orders and regulations effectively barring
American firms from selling, exporting, re-exporting, or transferring U.S.-origin technology,
components and software, among other items, to Chinese technology companies, including
Huawei Technologies Co., Ltd., and their respective affiliates. Companies that have been
targeted by such export restrictions, and can no longer obtain much U.S.-origin technology,
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components and software, including Megvii Technology Limited, in which we hold a
minority interest. In May 2020, the U.S. Bureau of Industry and Security announced plans
to restrict certain Chinese companies and their overseas-related affiliates’ ability to use
U.S.-origin technology, component and software to design and manufacture their products.
On August 5, 2020, the U.S. government announced plans to expand their “Clean Network”
program, among other things, to cover the availability of apps from Chinese companies and
to prevent U.S. citizens’ most sensitive personal information and businesses' most valuable
intellectual property, including COVID-19 vaccine research, from being stored and
processed on cloud-based systems accessible to certain Chinese companies, including
Alibaba. On August 6, 2020, President Donald Trump issued executive orders setting forth
restrictions on persons subject to U.S. jurisdiction from entering into transactions with
ByteDance Ltd. or entering into transactions related to WeChat with Tencent Holdings Ltd.
On August 15, 2020, President Trump issued a second executive order to, among other
things, order ByteDance to destroy all copies of data attached to U.S. users. Although the
full scope of these executive orders and details of their implementation remain unclear,
when such measures become effective, transactions by persons, or with respect to property,
subject to the jurisdiction of the United States, with such targeted companies are likely to
be prohibited or restricted. These restrictions, and similar or more expansive restrictions
that may be imposed by the U.S. or other jurisdictions in the future, may materially and
adversely affect our ability to acquire or use technologies, systems, devices or components
that may be critical to our technology infrastructure, service offerings and business
operations; to access U.S. cloud-based systems and other infrastructure; and to operate in
the U.S. In addition, these policies and measures directed at China and Chinese companies
could have the effect of discouraging U.S. persons to work for Chinese companies, which
could hinder our ability to hire or retain qualified personnel to work for our business. We
cannot assure you that the current export controls or economic, trade or other sanctions
regulations will not have a negative impact on our business operations or reputation, or that
the related trend will not further deteriorate in the future. Furthermore, policies of the
United States tend to be followed by certain other countries, and these countries may adopt
similar policies regarding their relationships with China or against Chinese companies and
restricting their operations.

In addition, if we, any merchants, partner financial institutions and other participants on
our platform or other parties that have collaborative relationships with us or our affiliates
were to become targeted under sanctions or export control restrictions, this may result in
significant interruption in our business, regulatory investigations and reputational harm to
us. Particularly, any Chinese companies or individuals targeted under U.S. economic
sanctions may lose access to the U.S. markets and the U.S. financial system, including the
ability to use U.S. dollars to conduct transactions, settle payments or to maintain
correspondent accounts with U.S. financial institutions, U.S. entities and individuals may
not be permitted to do business with sanctioned companies and persons, and international
banks and other companies may as a matter of law and/or policy decide not to engage in
transactions with such company or person. Separately, media reports on alleged violations
of applicable export controls, economic and trade sanctions, or data security and privacy
laws, or on uses of the technologies, systems or innovations that we develop for purposes
which could be perceived as inappropriate or controversial, by us, merchants, partner
financial institutions and other participants on our platform, even on matters not involving
us, could nevertheless damage our reputation and lead to regulatory investigations, fines
and penalties against us. Such fines and penalties may be significant, and if we were
publicly named or investigated by any regulator on the basis of suspected or alleged
violations of export control or economic and trade sanctions or data security and privacy
laws and rules, even in situations where the potential amount or fine involved may be
relatively small, our business could be severely interrupted and our reputation could be
significantly harmed.
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Furthermore, trade tension between the United States and China could place pressure on the
economic growth in China as well as the rest of the world. The U.S. government has
recently advocated for and taken steps toward restricting trade in certain goods, particularly
from China. While the two nations have reached a phase one trade agreement in January
2020, the progress of future trade talks between China and the United States are subject to
uncertainties, and there can be no assurance as to whether the United States will maintain
or reduce tariffs, or impose additional tariffs on Chinese products in the near future. Trade
tension between China and the United States may intensify and the United States may
adopt even more drastic measures in the future. China has retaliated and may further
retaliate in response to new trade policies, treaties and tariffs implemented by the United
States. Any further escalation in trade or other tensions between the United States and
China or news and rumors of any escalation, could introduce uncertainties to China's
economy and the global economy, which in turn could affect activity level on our platform.

Our focus on long-term performance as well as long-term strategic initiatives and
investments may affect our results of operations in the short term.

We focus on the long-term interests of consumers, businesses and partners participating in
our ecosystem and are dedicated to creating sustainable long-term value for them by
enhancing our platform and services to better meet their needs. We have made, and will
continue to make, significant investments in our platform and ecosystem to better serve
consumers, businesses and partners, enhance user experience, and expand the capabilities
and scope of our platform.

We believe these investments are important to our long-term success and future growth, but
they may have the effect of increasing our costs and lowering our margins and profit, and
this effect may be significant in the short term and potentially over longer periods. For
example, in 2018 we made significant investments in promotion and advertising and
achieved our strategic objective of serving most of China's Internet users and merchants as
well as driving their engagement. As a result, we incurred significant selling and marketing
expenses of RMB47,345 million in 2018, representing 55.2% of our revenues for the year,
which reduced our profitability in that year. We continued these efforts during the six
months ended June 30, 2019 and selling and marketing expenses accounted for 19.8% of
our revenues for the period. There can be no assurance that we will not engage in any
investment in business or undertake any strategic initiative that may have similar or larger
negative impact on our profitability in the future, or that we will realize the expected
benefit of these investments.

The payment industry is highly regulated in China and we are subject to extensive
regulations.

The payment industry is highly regulated in China. Several regulatory authorities, primarily
the PBOC, oversee different domains of the payment industry. There are laws and
regulations that cover different aspects of the industry including entry into such businesses,
scope of permitted activities, licenses and permits for various operations and pricing. Major
laws and regulations that govern our digital payment business include or may in the future
include those relating to payment and merchant services, such as payment processing and
settlement, money transfer, foreign exchange, AML, and other financial services. See
“Appendix IV — Regulations.” Non-compliance with or changes to the regulations or
licensing regimes may materially affect our business and financial results.

As the payment industry in Chinais still evolving, the applicable laws, rules, and
regulations are continually developing and evolving. Any change in the relevant laws, rules
and regulations may result in an increase in our cost of compliance, or might restrict our
business activities. If we fail to continuously comply with applicable laws, rules and
regulations, we may face fines or restrictions on our digital payment business activities, or
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even a suspension or revocation of some or all of our licenses and permits that allow us to
carry on our digital payment business activities. During the Track Record Period and as of
the Latest Practicable Date, we had not experienced any incidents in this respect that had a
material impact on our results of operations or financial condition. However, we cannot
assure you that the PBOC, the SAFE and other relevant regulators will not take regulatory
measures or orders against us. Any such measure or order may materially and adversely
affect our business, financial condition and results of operations. Furthermore, the PRC
government may institute new licensing regime covering our current and future payment
services. If such a licensing regime were introduced, we cannot assure you that we would
be able to obtain any newly required license in a timely manner, or at all, which could
materially and adversely affect our business and impede our ability to continue our
operations or grow our business.

In addition, our digital payment business has been and will continue to be subject to
regular and ad hoc regulatory inspections and actions by the PBOC and other authorities
regarding our compliance with applicable rules and regulations. If the results of the
inspections reveal any non-compliance or misconduct, the regulatory authorities may take
disciplinary action against us, such as imposing fines on us, suspension of our business in
certain locations, or even full suspension or revocation of our licenses. During the Track
Record Period and as of the Latest Practicable Date, we had been in compliance with all
the relevant requirements in all material aspects and had not received material fines.
However, we cannot guarantee that the PBOC, the SAFE or other regulatory authorities
will not find us to be not in compliance with those requirements in any material aspects in
the future and impose material fines or other disciplinary actions accordingly. Any material
disciplinary actions taken against or material penalties imposed on us in the future could
have a materially adverse impact on our business, brand, reputation, financial condition,
results of operations and prospects.

Our business may be adversely affected by new initiatives in the payment industry in
China.

At the end of 2017, the PBOC initiated a research into digital currency electronic payment
(the “DC/EP"), the sovereign digital currency in the PRC, with the participation of some of
the businesses in China, including us. In August 2020, as part of a broad package to
stimulate the service sector, the MOFCOM announced that it would launch DC/EP trials in
some developed regions in the PRC to be supported by the PBOC. The DC/EP was reported
to be the digitalized form of RMB and part of the most liquid form of money supply that
includes banknotes and coins in circulation in the PRC. It will be issued and backed by the
PBOC and is intended to be used to simulate daily banking activities including payments,
deposits and withdrawals from a digital wallet, and as a result may replace some of the
country’s banknotes and coins in circulation. The DC/EP is still in pilot phase in limited
areas and the details of its implementation remain unclear. As such, we do not have
sufficient visibility as to the impact of the DC/EP on consumers payment behavior and the
payment industry. It is not clear how the DC/EP will fit into or change the current digital
payment industry landscape.

In September 2019, the PBOC published the Fintech Development Plan (2019-2021), which
includes, among others, an initiative to unify technology standards and promote
interoperability of the QR code payment service. We cannot predict how such initiative
may change the competitive environment and dynamics in the digital payment industry if
the program of an integrated QR code payment service is rolled out officially by the
government. If we fail to adapt to these new initiatives in a timely manner, our business,
financial condition and results of operations may be materially and adversely affected.
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Changes in the rules of payment networks may adversely affect our business, financial
condition and results of operations.

We rely on payment networks, including China NetsUnion Clearing Corporation
(“NetsUnion”) and China UnionPay Co., Ltd. (“UnionPay”), for the infrastructure that
connects, secures and transmits transactions between payment card issuing banks and us to
facilitate the authorization, clearing and settlement of payments. In August 2017, the PBOC
mandated the establishment of NetsUnion, which is a nationwide centralized payment
network for mobile and Internet payments. Online payment service providers have been
required to route mobile and Internet payments involving bank accounts via NetsUnion or
UnionPay since June 30, 2018. We have established mutually beneficial relationships with
these payment networks, but if we are unsuccessful in maintaining such relationships, our
business may be harmed.

The payment networks require us to comply with their network operating rules, including
special operating rules that apply to us as a digital payment services provider to consumers
and businesses. These rules are set by the payment networks, who have the discretion to
their interpretation and alteration. If the payment networks interpret or alter the network
rules in a way that is inconsistent with the way we currently operate, we may be required
to make changes to our operations. Such changes could be costly or difficult to implement.
If we fail to make such changes or otherwise resolve the issue with the payment networks,
we could be fined or prohibited from processing payments. In addition, violations of the
network rules or failure to maintain good relationships with the payment networks could
increase our costs and operating expenses, divert our management’s attention, or otherwise
harm our business. Furthermore, if we were unable to accept payment cards or were limited
in our ability to do so due to friction with payment networks or other reasons, our business
could be materially and adversely affected.

As aresult of competitive pressures, customer expectations, differences in our estimation of
payment network fees and the actual fees charged by these payment networks, or for other
reasons that result in an increase in the network fees, we may be unable to pass all
payment network fees or fee increases on to our customers, which could result in us
absorbing all or a portion of such fees or fee increases in the future. In addition, the
payment network fees charged by the payment networks are subject to government
regulation. Changes in such government regulation may lead to increases in these fees. Any
of these events would increase our operating costs, reduce our profit margins and adversely
affect our business, results of operations and financial condition.

Fraudulent and fictitious transactions pose severe challenges to our risk management
capabilities and failure to identify those transactions and manage the related risks may
adversely affect our business, reputation, financial condition and results of operations
may be harmed.

We experience and face risks of loss due to fraudulent and fictitious transactions, including
merchant fraud, fraudulent chargeback, unauthorized use of account information and
identity theft. We have taken measures to detect and reduce the incidents and risk of fraud.
However, as the methods used to perpetrate fraudulent and fictitious transactions have
become increasingly sophisticated, these measures need to be continually improved and
may not be effective at all times against new and continually evolving forms of fraud or in
connection with new services and products on our platform. If our risk management
measures against fraudulent and fictitious transactions do not succeed, fraudulent
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transactions may increase, which could lead to losses, regulatory penalties or even
restrictions to our operations, and as a result, and our business, reputation, financial
condition and results of operations may be materially and adversely affected.

Global regulatory and legislative activities directly related to the payment industry may
have a material adverse impact on our overall business and results of operations.

Regulators of various jurisdictions increasingly seek to regulate certain aspects of payment
related activities, including ours, or establish or expand their authority to do so. Many
jurisdictions have enacted such regulations, establishing, and potentially further expanding,
obligations or restrictions with respect to the types of products and services that we may
offer, the countries in which our services may be used, the way we structure and operate
our business and the types of consumers and merchants who can obtain or accept our
services. New regulations and regulatory oversight could also relate to our cross-border
payment business, including risk management policies and procedures, the ability to
complete financial transactions in a timely manner, currency conversion, and capital and
financial resource requirements. In addition, central banks or similar regulatory bodies
around the world have increased, or are seeking to increase, their formal oversight of the
digital payments industry. These obligations, designations and restrictions may further
expand and could conflict with each other as more jurisdictions impose oversight of
payment systems. Moreover, as regulators around the world increasingly look to implement
similar regulation of payments and other industries, regulatory efforts in any one
jurisdiction may influence regulators approaches in other jurisdictions. Similarly, new
initiatives within a jurisdiction involving one product may lead to similar regulation on
related products. As a result, the risks to our business created by any new law or regulation
are magnified by the potential it has to be similarly enacted to some extent in other
jurisdictions or involve other products and services within any particular jurisdiction.

Increased regulation and regulatory oversight of payment systems may result in increased
compliance burdens or otherwise increase our costs. Such laws or compliance burdens may
make our services less desirable to consumers, businesses and partners, reduce the volume
of domestic and cross-border transactions or other operational metrics, disintermediate us,
impact our profitability, restrict our business or limit our ability to innovate or offer
differentiated services, all of which could materially and adversely impact our financial
performance and prospects. In addition, any regulation that is enacted related to the type
and level of fees we charge could also materially and adversely impact our results of
operations. Regulators could also require us to obtain prior approval for changes to our
system rules, procedures or operations, which could lead to new or different criteria for
participation in and access to our payments system by financial institutions or other
participants, and negatively affect our operations. Moreover, failure to comply with the
laws and regulations to which we are subject could result in fines, sanctions, civil damages
or other penalties, which could materially and adversely affect our overall business and
results of operations, as well as our brand and reputation. In addition, we are subject to
AML, counter-terrorist financing and sanctions laws and regulations, security and privacy
laws and regulations globally. Any violation and subsequent judgment or settlement against
us, or those with whom we may be associated, under these laws could subject us to
substantial monetary penalties and damages, restrict or interrupt our businesses, and harm
our brand and reputation.
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Our profitability could be negatively affected if our transaction fees payable to financial
institutions outgrow our revenues.

A substantial portion of our cost of services is transaction fees, which are primarily fees
paid to financial institutions for funds drawn to facilitate transactions on the Alipay
platform. Transaction fees as a percentage of cost of services were 81.6%, 81.3%, 77.2%
and 75.5% for the years ended December 31, 2017, 2018 and 2019 and the six months
ended June 30, 2020. As such, any increase in transaction fees could adversely impact our
profitability. For example, our gross margin decreased to 52.3% in 2018 from 63.7% in
2017, primarily due to an increase in the overall fee rate charged by financial institutions
as a result of the renewal of agreements to reflect prevailing market rates in 2018. We
cannot assure you that the transaction fee rate and any other fee or cost will not increase in
the future, or that we will be able to pass any resulting incremental cost to our customers.
This in turn could materially and adversely affect our results of operations.

The laws and regulations governing the online lending and consumer finance industry in
China are evolving, and our business operations have been and may need to continue to
be modified to ensure full compliance with relevant laws and regulations.

The online lending and consumer finance industry in China, similar as the overall financial
services industry, is subject to evolving regulation. Our CreditTech services address the
unmet credit demands of unserved and underserved consumers and small businesses in
China, which entails partnering with a large number of financial institutions in China to
provide consumer and SMB credit through our platform. The way financial institutions
collaborate with their partners, including us, may subject them to regulatory uncertainties.
To cope with the evolving regulatory regime, our partner financial institutions may need to
adopt changes to the cooperation model with their business partners, including us, which
may adversely affect our business. In addition, we cannot assure you that the business
operations of our partner financial institutions currently are or will be in compliance with
the relevant PRC laws and regulations, and in the event that our partner financial
institutions do not operate their businesses in accordance with the relevant PRC laws and
regulations, they will be exposed to various regulatory risks, and as a result, our
cooperation model with them would be impacted and our business, financial condition and
prospects would be materially and adversely affected. Furthermore, our licensed
subsidiaries are also subject to evolving laws and regulations and local authorities’
interpretation thereof and may need to respond and adapt to changes in regulatory
requirements. See “Risk Factors — Risks Related to Our Business and Industry — Our
licensed financial services subsidiaries and associates are subject to evolving and extensive
regulation.”

The PRC government and relevant regulatory authorities have issued various laws and
regulations governing the online lending and consumer finance industry as described in the
section headed “Appendix 1V — Regulations.” For example, the CBIRC issued the
Provisional Regulatory Measures for Commercial Banks' Online Lending Business on July
12, 2020 to provide for the regulatory requirements on the extension of credit by
commercia banks via online channels in various aspects. In addition, our partner banks are
also subject to changes to capital adequacy and other regulatory requirements that may
affect the risk weightings for various credit assets. Any increase in risk weightings for
loans enabled through our platform will increase our partner banks' capital required, which
may reduce the attractiveness of these loans or reduce or eliminate their interests in
cooperating with us. In addition, a large number of consumers and small businesses have
no or only a limited credit history, fewer financial resources or a lower borrowing capacity
than large entities, and may be more vulnerable to economic downturns. As such, regulators
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may take steps to require lenders, including our partner financial institutions, to limit their
exposure to these borrowers. Regulatory authorities may also require our partner financial
institutions to undertake additional borrower suitability assessments. If our partner financial
institutions were required to adopt changes to their cooperation models with us as a result
of new laws and regulations, our business, financial condition, results of operation and
prospects would be materially and adversely affected.

Furthermore, relevant regulatory and judicial authorities may change the private lending
rate of interest that can be charged by unlicensed financial institutions from time to time.
On August 20, 2020, China's Supreme People’'s Court (the “SPC”) announced its decision
to lower the cap for such private lending rate in a revised judicial interpretation. Under the
revised judicial interpretation, such total annual percentage rates (inclusive of any default
rate and default penalty and any other fee) exceeding four times that of China's benchmark
one-year loan prime rate (the “LPR”) as published on the 20th of each month will not be
legally protected. Based on the LPR of 3.85% as published on July 20, 2020, such cap
would be 15.4%. The revised judicial interpretation does not apply to licensed financial
institutions. However, the SPC’s prior rulings were inconsistent as to whether licensed
small loan companies would qualify as licensed financial institutions. Accordingly, there is
uncertainty as to whether our licensed small loan subsidiaries would be subject to the cap
provided under the revised judicial interpretation. If our licensed small loan subsidiaries are
subject to the cap, and if the rate cap is further lowered by any newly adopted, or by the
application of any existing, laws, regulations or rulings, our licensed small loan subsidiaries
may need to change our loan pricing or our business model, which may have a material and
adverse effect on our business, financial condition, results of operation and prospects.

To comply with existing laws, regulations, rules and government policies relating to the
online lending and consumer finance industry, we have implemented and will continue to
implement various policies and procedures to conduct our business in collaboration with
partner financial institutions. During the Track Record Period and as of the Latest
Practicable Date, we have not been subject to any material fines or other material penalties
under any PRC laws or regulations, including those governing the online lending and
consumer finance industry in China. However, due to the lack of detailed rules and the
expectation that the relevant laws, regulations and rules may continue to evolve, we cannot
be certain that our existing practices would not be deemed by regulators in the future to
violate any existing or future laws, regulations and rules.

In addition, new laws and regulations may be adopted, and existing laws and regulations
may be interpreted in ways that are inconsistent with our existing business practices, which,
along with any possible changes needed to fully comply with any existing or newly
released regulations, could require us to further modify our business or operations. The cost
to comply with such laws or regulations could force us to incur increased operating
expenses, and modifications of our business may have a material and adverse impact on our
business, financial condition and results of operations.

Our CreditTech business may not sustain its historically rapid growth.

Revenues from our CreditTech services grew rapidly during the Track Record Period and
have been a major driver of our overall revenues growth. However, the revenues growth
rate of our CreditTech services decreased in the first half of 2020. We cannot assure you
that revenues from our CreditTech business can grow at a high rate going forward. The
revenues growth of our CreditTech business is affected by the technology service fee rate
we charge our partner financial institutions and the balance of consumer and SMB credit
enabled through our platform. Competition and factors beyond our control, such as cost of

—-51 -



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

RISK FACTORS

capital, prevailing interest rates, overall liquidity, diversity of funding, return on allocated
capital and maximum interest rate prescribed by regulatory authorities and delinquency rate
of loans enabled through our platform may affect our partner financial institutions’
willingness to accept the fee rate we charge or to continue to collaborate with us to provide
the loans enabled through our platform. For example, the historically low interest rate
environment can negatively impact pricing of the loans enabled through our platform. If

our partner financial institutions are unable to lower their funding costs as quickly as the
decline of the rates they earn on the loans, their net interest income will decrease. On the
other hand, higher interest rates would result in higher funding costs to our licensed
subsidiaries and our partner financial institutions. This in turn may result in higher interest
charged to the borrowers and therefore reduce demand for credit products, or result in a
lower interest spread that would negatively impact the fees and fee rates we are able to
charge these partner financial institutions. Further limitations on the maximum interest rates
our partner financial institutions can charge on the consumer and SMB credit enabled
through our platform can also decrease their net interest income. Occurrence of any of the
foregoing may in turn affect the business volume enabled through our platform and our
partner financial institutions’ willingness to continue to collaborate with us to provide the
loans enabled through our platform or accept the fee rates we charge, as well as our
bargaining power as we negotiate the commercial terms with them.

The credit balance enabled through our platform is also affected by our cooperation with
our partner financial institutions, including the diversity and availability of funding from
our partner banks to ensure disbursement of loans in a timely manner, the availability of
sources of liquidity such as ABS and the competitiveness of our credit products, which can
also be affected by factors beyond our control. For example, rising loan loss rates and
deteriorating financial health of consumers and small businesses as a result of the
COVID-19 pandemic affected the balance and performance of consumer and SMB credit
enabled through our platform. Failure to manage the growth of our CreditTech services
effectively could materially and adversely affect its prospects. As a result, our results of
operation and prospects could be materially and adversely affected.

In addition to the business volume enabled through our platform, revenues from our
CreditTech services are also affected by the fee rates we charge to our partner financial
institutions. For example, we may decide to offer lower-priced loans due to reasons such as
competition, expansion of target market, regulatory guidance and interpretation of such
guidance by regulators and government agencies, or change of product mix. If we target
borrowers with better credit quality, we will offer credit products with lower interest rates
to reflect the lower risk. However, such low-risk credit products may be subject to more
intense competition and result in a reduction of the fee rate we charge our partner financial
institutions. Furthermore, factors beyond our control also affect the rates we are able to
charge our partner financial institutions, including competition, regulatory environment,
interest rate and loan performance.

The performance of the loans we enable through our platform is subject to credit cycles.

Through our platform, we empower our partner financial institutions to extend the
availability of credit to unserved and underserved consumers and small businesses to meet
their credit needs. Factors including, among others, the slowdown and structural reform of
the PRC economy, adverse development in general economic conditions, an increase in
unemployment rates among our consumers, health pandemics or epidemics, adverse weather
conditions and natural disasters could result in the deterioration of credit profiles of our
consumers and small businesses. These consumers and small businesses generally have no
or limited credit history, fewer financial resources or borrowing capacity than large entities,
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and may be more vulnerable to economic downturns. In addition, the underserved
consumers often have limited or unstable income and small businesses frequently have
negligible market shares and often need substantial additional capital to expand or compete
and may experience substantial volatility in results of operations, any of which may impair
a borrower’s ability to service a loan. If general economic conditions negatively impact
China or the specific markets in which we operate and consumers or small businesses are
adversely affected by adverse business conditions, the credit balance enabled through our
platform may decrease, thereby negatively impacting the technology service fee we charge
our partner financial institutions that are linked to such business volume. Moreover, an
economic downturn could reduce risk appetite of our partner financial institutions. If any of
the forgoing materialized, it would affect their collaboration with us, and as a result,
adversely affect our business, financial condition and results of operations.

In addition, our intelligent decisioning systems and dynamic risk management systems have
not been fully tested in a credit cycle; and we may not be able to accurately predict the
performance of loans we enable through our platform. For example, various borrowers have
become directly or indirectly affected by the COVID-19 pandemic, including mandatory or
recommended closure of businesses, which resulted in higher delinquency rate for consumer
and SMB credit enabled through our platform. If there is any sustained adverse trend of
asset quality of the loans enabled by our platform, our CreditTech services may be less
attractive to our partner financial institutions, thereby negatively affecting their willingness
to continue to collaborate with us to provide the loans enabled through our platform or our
bargaining power as we negotiate the commercial terms with them, and as a result, our
business, financial condition and results of operations may be materially and adversely
affected.

We rely on our partner financial institutions for our CreditTech business.

We rely on our partner financial institutions, including partner banks and trust companies,
to collaborate with us to provide consumer and SMB credit to our customers. To the extent
these partner financial institutions determine not to cooperate with us, our platform may not
be able to satisfy the demand from consumers and small businesses. In addition, our partner
financial institutions may develop their own technology capabilities to serve consumers and
small businesses. There can be no assurance that we can maintain relationships with our
partner financial institutions on commercially desirable terms, if at all. Furthermore, if PRC
laws and regulations impose more restrictions on cooperation between financial institutions
and Internet platforms such as ours, these partner financial institutions will become more
selective about their cooperation partners. We have significant relationships with some of
our partner financial institutions, for which we enabled large volumes of loans. If we fail to
increase the number of our partners, or if existing partners change their mode of
cooperation with us, we may face constraints on growth or greater concentration among the
remaining partner financial institutions, which in turn can result in our reliance on them
and challenges in negotiating favorable commercial terms with them. Even if we are able to
retain our partner financial institutions, they may not be able to satisfy all of the demand
for consumer and SMB credit through our platform for various reasons beyond our control,
including their own liquidity constraints and the capital adequacy requirements imposed on
them under applicable laws and regulations. Furthermore, if regulatory action aimed at
deleveraging the consumer sector or otherwise limiting the scale of consumer credit in
China, our partner financial institutions and our licensed small loan subsidiaries will not be
able to meet the demand for consumer credit enabled through our platform. Any of these
events could materially and adversely affect our business, financial performance and
prospects.
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The trust companies we work with are required to comply with a wide array of laws and
regulations that are continually evolving, which may affect their ability to collaborate with
us to provide the loans enabled through our platform. For example, on April 27, 2018, the
PBOC, the CBIRC, the CSRC and the SAFE jointly issued the Guiding Opinions on
Regulating the Asset Management Business of Financial Institutions (the “Asset
Management Guiding Opinions”), which, among other things, prohibits the rolling issuance
of a series of assets management products (including trust plans) that enables the transfer
of the principal, expected investment return and risks among different investors, and sets
limit on the structural leverage ratio of trust plans. If our partner trust companies fail to
comply with applicable requirements or if they are required to adopt changes to their trust
plans, their ability to provide the loans enabled through our platform would be affected.

Our ability to provide the consumer and SMB credit enabled through our platform, to
some extent, is affected by the conditions of the ABS market in China.

We and our partner financial institutions, including MY bank, sell a portion of the loans
enabled through our platform as ABS. The ABS market in China is subject to evolving
regulatory regime, which may limit the investors’ ability to invest in ABS or constrain
market size, and therefore affect our ability and that of our partner financial institutions to
access the market. Our ability and that of our partner financial institutions to access the
market could also be limited by, among other things, the state of the economy, and the
liquidity of the market, which are outside of our control. Any inability to access the market
could adversely impact our ability and that of our partner financial institutions to fund the
loans enabled through our platform, which could in turn have a material adverse effect on
our business, financial condition and results of operations. In addition, our licensed small
loan subsidiaries may from time to time face challenges when exploring alternative funding
initiatives to fund their approved credit lines, to support our rapid business growth or in
response to the change of regulatory environment. For example, in 2018, we reduced the
use of ABS to support our credit origination in response to certain regulatory guidance.
While we were able to develop a partnership model to make appropriate adjustment and
maintain strong growth, there can be no assurance that we will be able to implement
alternatives in a timely manner to support credit origination and our rapid business growth
or in response to the change of regulatory environment and other changes in the future.

Our intelligent decisioning systems and dynamic risk management systems may not be
able to effectively assess or mitigate the risks of loans enabled through our platform.

Our ability to attract users and partner financial institutions to use, and build trust in, our
CreditTech services is significantly dependent on our credit assessment capabilities. We
continuously fine-tune our intelligent decisioning systems and dynamic risk management
systems to continually develop and train our algorithms and risk-detection algorithms. If
any of these decision-making systems contain programing or other errors, the criteria or
parameters we use for the analysis of borrower credit profiles are inaccurate, the risk
management models are flawed or ineffective or the customer insights we develop or
receive for credit assessment are incorrect or stale, our credit assessment process related to
the loans enabled through our platform could be negatively affected, resulting in incorrect
approvals or denials of loans or mispriced loans or biased rejection rates for the potential
borrowers we assess. If any of the foregoing were to occur, the performance of our credit
assessment will be compromised, and our partner financial institutions may be hesitant to
continue to partner with us. As a result, our business, brand, reputation, results of
operations and financial condition may be materially and adversely affected. Furthermore, if
our intelligent decisioning systems or our dynamic risk management systems are proven or
perceived to be ineffective, our partner financial institutions may become unwilling to pay
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us the same or similar level of technology service fee rate, or partner with us at all, due to
worsening loan performance, among other reasons. Our partner financial institutions are
also required to assume an active role in managing their assets and conduct an independent
risk management process as part of their underwriting following which they will approve,
reject or modify our suggested credit limit and other terms of the credit line. If as a result
our customers’ demands are not adequately addressed, our reputation and trustworthiness
may be materially and adversely affected. This in turn can lower our revenues from
CreditTech services.

To further enhance our credit risk management capability and that of our partners, we are
developing more advanced joint credit risk models by collaborating with some of our
partner financial institutions. Based on data from both sides, the joint credit risk models
enable both parties to capture more customer insights and create more accurate borrower
credit profiles. There can be no assurance that we will be able to attract a meaningful
number of partner financial institutions to adopt joint credit risk models or to develop them
as meaningful enhancement to our business. Moreover, our ability to collect, use and share
user information may be limited by evolving data security and privacy laws and regulations
in China and jurisdictions outside China in which we operate, which may hinder our efforts
to establish this joint credit risk models.

In addition, we are subject to the risk of fraudulent activity both on our platform and
associated with borrowers. Our resources, technologies and fraud detection tools may be
insufficient to accurately detect and prevent fraud. Significant increases in fraudulent
activity could negatively impact our reputation, cause loss to our partner financial
institutions and reduce the balance of credit enabled through our platform. We may also
find it necessary to take additional steps to reduce fraud risk, which could increase our
costs and expenses.

Collection efforts of our own and of our third-party service providers may be ineffective
or deemed improper.

Our CreditTech services include collection services for our partner financial institutions.
The majority of our collection activities are conducted through automated digital processes
such as payment reminder notifications in the Alipay app, text messages, voice messages or
Al-initiated collection calls. If aloan had remained overdue for a certain period of time,
we typically outsource loan collection to third-party service providers in order to optimize
collection efficiency. If our collection efforts are not as effective as expected, it may result
in a reduction of the asset quality of the loans enabled through our platform, our partner
financial institutions may find their returns less attractive and our relationships with our
partner financial institutions may be materially and adversely affected.

Moreover, the laws and regulations governing debt collection in the PRC are still
developing and evolving. Although we intend to comply with the relevant laws and
regulations and have adopted policies and guidelines on selecting third-party service
providers and regulating and closely monitoring their collection efforts, we cannot assure
you that our third-party service providers, over whom we do not have control, will not
engage in any misconduct or be perceived as engaging misconduct as part of their
collection efforts. Any such misconduct or perceived misconduct may harm our reputation
and hinder our collection efforts. It may also result in regulatory inquires or penalties to us.
Any of the above may have an adverse effect on our brand, reputation and results of
operations.
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Our licensed small loan subsidiaries are subject to risk of loan losses.

Our licensed small loan subsidiaries funded a limited portion of the consumer and SMB
credit enabled through our platform. We choose to hold a small portion of these loans on
our balance sheet primarily to innovate new products and services, expand into new
categories of customers and where we have a co-lending arrangement with our partner
financial institutions. Consequently, the loans we hold on our balance sheet usually have
higher credit costs than the loans we enable for partner financial institutions. Direct
funding of the loans subjects us to the risk of loan defaults. In addition, a portion of the
loans we fund are sold as ABS, and we retain a small portion as holders of the
subordinated tranches of these ABS and are exposed to credit risks for the principal amount
of the subordinated tranches we subscribe for. As a result, we have exposure to the credit
cycle associated with the volatility of the general economy for the loans directly funded by
us. If economic conditions deteriorate, we may face increased risk of default or
delinquency of borrowers. In the event that the creditworthiness of borrowers deteriorates
or we cannot track the deterioration of their creditworthiness, the criteria we use for the
analysis of borrower credit profiles may be rendered inaccurate, and our risk management
system may be rendered ineffective. This in turn may lead to higher delinquency rates,
higher capital requirements or lower leverage ratio and adverse impacts on our brand,
reputation, business, results of operations and financial position.

Deterioration in general economic conditions and unforeseen risks, such as the COVID-19
pandemic, affecting borrowers may have an adverse effect on their capacity to fulfill their
repayment obligations in a timely manner before our assessment on borrowers’ credit
profile could reflect those changing conditions, thereby increasing the delinquency rate of
our outstanding loans receivables. Any adverse change in economic and market conditions
may result in losses from fair value changes or defaults incurred on loans receivables,
which could materially and adversely affect our results of operations and financial position.

Our associate company MYbank is our most important partner in serving small
businesses. |f MYbank fails to adapt to changes in the policies, laws and regulations
relating to the highly regulated PRC banking industry, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

We own a 30% equity interest in MY bank, our most important partner in serving small
businesses and an important part of our digital finance technology services. We collaborate
with MY bank to conduct SMB CreditTech services and InvestmentTech services as

MY bank possesses the necessary licenses and permits for these businesses. Therefore,

MY bank is one of our largest customers.

As alicensed bank in the PRC, MY bank’s business is highly regulated and is subject to
various regulatory requirements and guidelines set forth by the PRC regulatory authorities,
which include, but are not limited to, the CBIRC, the PBOC, the MOF, the STA, the
CSRC, the SAFE and their respective local branches, particularly in Zhejiang Province.
Some of these regulatory authorities conduct regular and ad hoc inspections, examinations
and inquiries on MY bank’s business operations and compliance with the laws, regulations
and guidelines, and have the authority to impose sanctions, penalties or remediation
actions. These laws, regulations and guidelines impose regulatory requirements on, among
others, banking products and services, related party transactions, market entry, risk
management, tax and accounting policies and pricing. The CBIRC, as the primary banking
industry regulator in the PRC, has promulgated a series of banking regulations and
guidelines aimed at improving the operations and risk management of Chinese commercial
banks. In particular, since late 2017, in line with the policy to mitigate potential risks in
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the PRC financial markets, the CBIRC has promulgated a series of rules and regulations
enhancing supervision and adding restrictions on various business operations of banks,
including entrusted loans and cooperation between banks and trust companies. These
regulations encourage banking institutions and other financial institutions to improve their
risk management systems, enhance supervision on business operations and adopt more
stringent corporate governance measures. Many of the policies, laws and regulations
governing the banking industry or the interpretation thereof may change in the future. As
we do not control MY bank, we cannot assure you that MY bank will always be able to
adapt to such changes in a timely manner or at all. We also cannot assure you that we can
determine MY bank’s strategic objectives, business priorities, capital allocations and risk
management. If MY bank fails to comply with new laws, regulations or policies or alters its
strategies accordingly in a manner that reduces its cooperation with us, our business,
reputation, financial condition, results of operations and prospects may be materially and
adversely affected.

In addition, as a commercial bank, MYbank is subject to capital requirements under
applicable PRC laws and may need additional capital to meet its capital adequacy
requirements. If MY bank cannot continue to access sufficient liquidity or optimize its
balance sheet through funding sources such as the ABS market, its business growth may be
restrained. As such, as a shareholder, we may need to inject additional capital if we wish to
maintain MY bank’s growth. However, there can be no assurance that other shareholders of
MY bank will provide their proportional share of additional capital if needed. Furthermore,
in the event of MY bank’s failure, pursuant to the articles of association of MY bank, in
addition to the paid-in capital contributed by us, we have agreed to contribute to MY bank
an amount up to its fully paid-in capital to cover any residual loss of MY bank's individual
depositors that is not covered by deposit insurance.

The PRC regulatory environment for asset management industry is evolving, and we are
susceptible to changes in regulations and government policies.

Asset management businesses operated by our partner financial institutions and our licensed
asset management subsidiary, Tianhong, as well as our fund distribution activities are
primarily subject to the regulatory requirements and guidelines set forth by the CSRC and
the CBIRC. As the asset management industry in the PRC is at an early stage of
development, new laws and regulations may be adopted to address new issues that arise
from time to time, to impose new requirements or to require additional licenses and permits
for the distribution of products other than funds such as asset management plans. For
example, the Asset Management Guiding Opinions impose new requirements on asset
management industry, including leverage limits and prohibition on implicit guarantees and
provide a transition period ending at the end of 2020 (which was recently extended to the
end of 2021) during which financial institutions are required to rectify or improve their
existing investment products to be in compliance with the new requirements. As a result,
substantial uncertainties exist regarding the evolution of the regulatory environment and the
interpretation and implementation of current and any future PRC laws and regulations
applicable to the asset management industry.
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Businesses engaged in distribution of publicly-offered funds or consultation of securities
investment are required to obtain a license from the CSRC, which we have obtained. In
addition, we are subject to the regulatory requirements on fund sales activities, such as
marketing and distribution of funds. These requirements include but are not limited to
compliance with the principles of good faith and investor suitability, and prohibition of any
false records, misleading statements, material omissions, illegal earnings commitment, and
exaggeration or other false advertising. If regulators decide to impose more stringent
requirements on fund sales activities or further scrutinize fund sales marketing activities on
Internet platforms, our InvestmentTech business could be adversely affected.

If we fail to effectively and appropriately match suitable investment products with our
customers, our reputation as a trusted platform, business, financial condition and results
of operations may be materially and adversely affected.

Our InvestmentTech services enable partner asset managers to offer personalized investment
options with varying returns to meet the different needs and risk profiles of our customers.
Such personalized investor services are driven by our intelligent decisioning systems, which
help analyze investors’ risk profiles and match products with investors. Our ability to
attract customers and partner asset managers to use, and build trust in, our InvestmentTech
services is significantly dependent on our ability to match suitable products to our
customers. In order to present suitable products that fit consumers’ risk profiles, we
evaluate each user’s risk preference at least on an annual basis. We construct a user risk
profile based on transaction data on our platform as well as the user’s inputs. If a user isin
the process of purchasing investment products where the risk level exceeds the user’s risk
appetite, our platform would notify the user about the potential investment risks before the
user is able to purchase such products.

If any of our intelligent decisioning systems contain programing errors or other errors, the
criteria or parameters we use for the analysis of customer risk profiles are inaccurate, the
risk profiling model is flawed or ineffective or the data we accumulate or receive for risk
profiling are incorrect or stale, our evaluation of customer’ risk profile could be negatively
affected, resulting in presentation of unsuitable investment products to our customers. Even
if our suitability analysis is effective, our customers may still find the investment products
we present to them dissatisfactory if they suffer any losses. If any of the foregoing were to
occur in the future, our customers may move assets off our platform, may decide to hold us
responsible for any losses they suffer, and our partner asset managers may be hesitant to
continue to partner with us. As a result, our reputation as a trusted platform, business,
financial condition and results of operations may be materially and adversely affected.

If we fail to continue to expand product offerings on our platform or if our partner asset
managers fail to provide high quality and attractive products for our customers or
manage risks effectively, our InvestmentTech business may be materially and adversely
affected.

Our InvestmentTech services enable partner asset managers to serve the investment needs
of consumers and small businesses on our platform. Starting from a single money market
fund product managed by Tianhong under Yu'ebao, we now enable partner asset managers
to offer customers a broad range of investment products. Yu'ebao continues to represent a
significant portion of the AUM enabled through our platform. If we fail to continue to
expand product offerings on our platform, a decline in AUM of Yu'ebao could adversely
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affect our InvestmentTech business. Failure to retain partner asset managers can also result
in greater concentration on the remaining partner financial institutions, which in turn can
result in undue reliance on them and challenges in negotiating favorable commercial terms
with them.

Our success in InvestmentTech business also depends on our partner asset managers' ability
to generate attractive return for our customers as well as their risk management capability.
Investment performance may be affected by various factors, such as partner asset managers’
investment strategies, market or economic conditions, interest rate and government
regulations, which we cannot control. In particular, the investment products currently
available on our platform are mostly money market funds, fixed income products, fixed
term products or time deposits, and the return on these products is dependent upon
prevailing interest rates and interest rate movements, and therefore highly susceptible to
risks of interest rate fluctuations. Furthermore, a low interest rate environment could reduce
the overall attractiveness of the investment products enabled on our platform and result in
capital outflows from our platform. Limited availability of investment options and hedging
strategies in China, together with market volatility, could also negatively affect the ability
of our partner asset managers to provide stable and attractive returns for customers on our
platform. Furthermore, for certain investment products, the asset management contracts that
customers have entered with our partner asset managers through our InvestmentTech
services may be terminated without cause. As a result, even short-term declines in the
performance of the investment products on our platform could cause some of our customers
to move assets off our platform. Poor investment performance could also adversely affect
our ability to attract new customers to our platform. In addition, our partner asset managers
need to accurately describe the products to, and evaluate them for, our customers. Although
we use a set of criteria to evaluate our partners and their products before granting access to
our platform and conduct regular assessment, we do not control our partner asset managers'
risk management process. Their risk management policies and procedures may not be fully
effective in mitigating the risk exposure of our customers in all market environments or
against all types of risks. If our partner asset managers cannot identify or effectively
control the various risks involved in the investment products that they offer on our
platform, or fail to disclose such risks to our customers in a sufficiently clear and timely
manner, or to in a timely manner dispose of such investments in our customers’ investment
portfolios, our customers may suffer financial loss or other damages; and as a result, we
could be subject to claims or litigation, and our reputation and business could be adversely
affected.

The insurance industry is highly regulated in China. Non-compliance with the evolving
laws and regulations may materially and adversely affect our business and prospects.

The insurance industry is highly regulated in China, and the regulatory regime continues to
evolve. The CBIRC has extensive authority to supervise and regulate the insurance industry
in China. Since the online insurance industry in Chinais evolving rapidly, the CBIRC has
been enhancing its supervision over this industry in recent years, and new laws, regulations
and regulatory requirements have been promulgated and implemented from time to time.
We face challenges brought by these new laws, regulations and regulatory requirements, as
well as significant uncertainties in the interpretation and application thereof. Moreover,
there exist uncertainties as to how the regulatory environment might change.

On June 22, 2020, the CBIRC published the Notice on Regulating the Backtracking
Management of Online Insurance Sales Behavior (the “Online Insurance Sales Notice”)
with effect from October 1, 2020. The Online Insurance Sales Notice sets out requirements
on various aspects of online sales by insurance institutions, including sales practices,
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record-keeping for backtracking sales, and disclosure requirements. For example, the Online
Insurance Sales Notice requires that online sales pages should be displayed only on
insurance institutions' self-operated online platforms and should be separated from non-
sales pages. Insurance institutions should keep records for five years after the expiry of the
policy for policies with a term of one year or less and for ten years for policies with a term
longer than one year for purposes of backtracking sales. It is also required that important
policy terms and conditions should be presented on a separate page and be confirmed by
policyholders or insureds.

China’s insurance regulatory regime is still evolving. Further development of regulations
applicable to us or our partner insurers may result in additional restrictions on our business
operations or more intensive competition in this industry. For example, on December 13,
2019, the CBIRC distributed the draft Regulatory Measures for Online Insurance Business
(the “Draft Measures’) for comments among insurance industry participants. The Draft
Measures are intended to replace the existing regulations on the same subject that were
adopted in 2015. The Draft Measures, if enacted in substantially the form released for
comment, will change regulatory requirements for online insurance business in various
aspects. According to the Draft Measures, marketing partners of insurers will be required to
disclose the insurers’ names and disclaimers on their web page. Furthermore, insurers will
be required to manage marketing activities of their marketing partners, which may impact
our cooperation with our partner insurers. We might be required to spend significant time
and resources in order to comply with any material changes in the regulatory environment,
which could trigger significant changes to the competitive landscape of our industry, and
we may lose some or all of our competitive advantages during this process. We may change
the insurance product mix we make available on our platform in response to changing
market demands following any change of regulatory requirements. In doing so, we may
have to include insurance products that we have little experience with on our platform, or
reduce or cease the offering of insurance products that used to be popular on our platform,
either of which may adversely affect our results of operations.

If we cannot continue to innovate and co-innovate with our partner insurers to deliver
new insurance products, or the innovative products are not commercially viable, our
reputation, business, financial condition and results of operations would be materially
and adversely affected.

Our success depends on our ability to innovate and co-innovate with our partner insurers to
deliver new insurance products that identify and anticipate consumer and business needs.
We leverage our customer insights to identify customer needs to be addressed by innovative
insurance products we jointly design with our partner insurers. However, the complex
nature of insurance products may constrain our partner insurer’s ability to design new
products that can sufficiently address the customer needs we have identified or are suitable
for distribution on our platform. In addition, increased insurance regulations may
complicate, delay and increase the costs of innovating, marketing and distributing new
insurance products on our platform.

Even if we are able to innovate or co-innovate with our partner insurers, the new insurance
products we innovate or co-innovate with our partner insurers may not achieve sufficient
market acceptance, or at all. In addition, the viability of new insurance products depends to
a significant extent on the level of consistency between actual benefits and claims our
partner insurers pay out and the assumptions and estimates used for underwriting the new
insurance products. These assumptions and estimates are based in part on our customer
insights and our intelligent decisioning systems. Given new insurance products have limited
claim history, we are only able to verify the reliability of our customer insights during such
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limited period and may lack sufficient historical information to contribute to the accurate
pricing and risk management. In addition, our intelligent decisioning systems may not be
effective in identifying appropriate products feature and pricing. If the actual circumstances
are not consistent with the assumptions and estimates used for underwriting the new
insurance products, our partner insurers may suffer significant claims losses. These
assumptions and estimates are also based on expected rates of return on plan assets.
Changes in these assumptions, including interest rate environment, may result in lower
investment returns which could impact our partner insurers’ liquidity and financial
condition. Lower investment returns can also make our partner insurers’ products less
attractive, resulting in lower sales and, thus, lower income in the form of premiums that
our partner insurers receive. In addition, if we fail to effectively detect fraudulent claims
during the claim process, our partner insurers may incur additional loss. If any of the
foregoing were to occur, our partner insurers may be hesitant to continue to partner with
us, and their willingness to accept the fee rate we charge will be affected. If our partner
insurers increase the premiums as a result, our customers may be negatively affected, which
could impact our reputation. Furthermore, the insurance market in China is concentrated.
We partner with a limited number of insurance companies for certain insurance products
that are highly popular on our platform. Failure to retain any of our partner insurers could
result in greater concentration among the remaining partner insurers, which in turn could
result in undue reliance on them and challenges in negotiating favorable commercial terms
with them.

Our mutual aid program, Xianghubao, is subject to regulatory and business risks.

Our mutual aid program Xianghubao, is subject to a number of regulatory and business
risks. See “Our Business — Digital Finance Technology Platform — InsureTech” for more
details on Xianghubao. Currently, such mutual aid program is not regulated as an insurance
product in China. However, as more companies began to follow our lead and roll out
identical or similar mutual aid programs, regulatory authorities in China may determine to
regulate these programs as an insurance product, or otherwise impose comprehensive
regulatory oversight, which may add considerable compliance complexity and cost with
respect to Xianghubao.

In addition, Xianghubao does not require any upfront payment or admission fee for joining.
When a participant makes a claim and summits supporting evidence via the Alipay app, we
will conduct an investigation, review and approval process. Upon approval, the participant
will receive a one-time payout, the cost of which will be allocated equally among all the
other participants. As Xianghubao grows, we may make errors in any of the large number
of claims we process through our complex administrative systems. Any mistakes during the
claim process may harm our business, reputation, results of operations, or financial
condition. In addition, if we are unable to obtain necessary and accurate information from
participants, we may be unable to pay claims, or we may pay claims without sufficient
documentation, which may harm our business, reputation, results of operations, or financial
condition. Furthermore, if claim payouts increase, participants may decline to pay the
allocated payout amounts and Xianghubao may need additional funding to make the
payouts. If the annual fee per participant continues to increase, some of the participants
may decide to withdraw from the platform, which would have a material adverse effect on
the operations of Xianghubao.
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We rely on our partners to provide reliable and satisfactory products and services, and we
may be unable to effectively manage them.

Our success depends on our ability to manage various partners including financial
institutions and independent service vendors, or 1SV, to provide reliable and satisfactory
products and services to users on our platform. Our collaboration with various partners is
critical for us to address the massive digital payment, digital finance and digital daily life
services opportunities for consumers and businesses. To the extent we are unable to
effectively manage these partners to provide satisfactory services to our users to address
their needs on commercially acceptable terms, or at all, or if we fail to retain existing or
attract new quality partners to our platform, our ability to retain, attract or engage our users
may be severely limited, which may have a material and adverse effect on our business,
financial condition and results of operations.

In addition, our ability to manage our partners or properly monitor the quality and efficacy
of their service or product delivery may be limited in certain circumstances. For example,
although we screen our partners’ products and product providers before distributing them
on our platform, we do not have control over the performance of their investment products
or the coverage of their insurance products. Despite a clear disclaimer on risks associated
with the quality of these products, we may be perceived as endorsing the quality of these
products, such as the investment returns of investment products and the terms and coverage
of insurance products distributed through our platform. Any unsatisfactory performance for
these products or services may harm our reputation. Furthermore, unsatisfactory
performance for the products or services offered by our partners that are customized based
on our customer insights can result in more serious harm to our reputation. Furthermore,
we also rely on partner financial institutions for complete, accurate and timely disclosure of
their product information. While product information from these partners has been generally
reliable, there can be no assurance that the same degree of reliability will be maintained in
the future. Any incomplete, misleading, inaccurate or fraudulent information provided by
our partner financial institutions could result in investment and other losses by our users,
harm our reputation and drive users away from our platform, or subject us to claims or
litigation, which in turn could materially and adversely affect our business, financial
condition and results of operations.

Our business is subject to complex and evolving domestic and international laws and
regulation regarding data security and privacy. These laws and regulations can be
complex and stringent, and many are subject to change and uncertain interpretation,
which could result in claims, changes to our data security and privacy practices or other
our business activities, penalties, increased cost of operations, or declines in user growth
or engagement, or otherwise negatively affect our business.

Regulatory authorities in the PRC and around the world have implemented and are
considering further legislative and regulatory proposals concerning data security and
privacy. New laws and regulations that govern new areas of data security and privacy or
impose more stringent requirements may be introduced in the PRC and other jurisdictions
where we conduct business or may expand into. In addition, the interpretation and
application of data security and privacy laws in the PRC and elsewhere are often uncertain
and in flux. Existing or newly-introduced laws and regulations, or their interpretation,
application or enforcement, could have the potential to significantly affect the value of our
data and require us to change our data security and privacy practices and other business
activities.
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The PRC regulatory and enforcement regime with regard to data security and privacy is
evolving, including the adoption of the Cybersecurity Law of the PRC ( {3 A R ILF1
k4 2k) ) (the “Cybersecurity Law”) and relevant regulations. See “Appendix 1V —
Regulations — Regulations on Telecommunication and Internet Information Services —
Regulations on Cybersecurity and Data Security.” Compliance with the Cybersecurity Law
as well as additional or amended laws and regulations that PRC regulatory bodies may
enact in the future, may result in additional expenses to us and subject us to negative
publicity, which could harm our reputation among users and negatively affect our business
and the [REDACTED] of our H Shares. There are also uncertainties with respect to the
laws and regulations related to data security and privacy in the PRC. Regulators in the
PRC, including MIIT and the Cyberspace Administration of China, have been increasingly
focused on regulation in the areas of data security and privacy. We expect that these areas
will receive greater and continued attention and scrutiny from regulators and the public
going forward, which could increase our compliance costs and subject us to heightened
risks and challenges associated with data security and data protection. If we are unable to
manage these risks, we could become subject to penalties, including fines, suspension of
business and revocation of required licenses, and our reputation and results of operations
and the [REDACTED] of our H Shares could be materially and adversely affected.

In addition, in July 2020, the Standing Committee of the National People's Congress of
China released the draft data security law for public comment (“Draft Data Security Law”).
The Draft Data Security Law provides that a classified data protection system will be
applied based on the level of importance of the data and at the national level a centralized
mechanism for risk assessment, monitoring, and early warning of potential data security
risks and emergency response will be established. The Draft Data Security Law also
provides for the data security and privacy obligations on entities and individuals carrying
out data activities. As the Draft Data Security Law remains subject to change, we may be
required to make further adjustments to our business practices to comply with the enacted
form of the law.

As we expand our operations into other jurisdictions, we will be subject to additional laws
and regulations in these jurisdictions, including where we operate or where our consumers,
merchants, partner financial institutions and other participants are located. The laws and
regulations of other jurisdictions may be subject to change or uncertain interpretation, be
more comprehensive, detailed and nuanced in their scope, or may impose requirements and
penalties that conflict with, or are more stringent than, those in China. In addition, these
laws and regulations may restrict the collection, storage, transmission and exchange of data
across jurisdictions, which could impose additional and substantial operational,
administrative and compliance burdens on us, and may also restrict our business activities
and expansion plans, as well as impede our business strategies. Complying with laws and
regulations for an increasing number of jurisdictions could require significant resources and
costs. The increasing number of new legal requirements in various jurisdictions, such as the
European Union General Data Protection Regulation (the “GDPR"), present increased
challenges and risks in relation to policies and procedures relating to data collection,
storage, transfer, disclosure, protection and privacy, and may impose significant penalties
for noncompliance, including for example, penalties calculated as a percentage of global
revenues under the GDPR.

A failure, or perceived failure, by us to comply with the legal or regulatory requirements or
privacy protection-related laws and regulations of other jurisdictions, could result in
reputational harm, investigations, proceedings or actions against us by regulatory
authorities, users, business partners or others. In addition, our data processing activities that
are determined to be in violation of these laws and regulations or detrimental to privacy
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interests could also result in significant harm to our reputation and similar investigations,
proceedings or actions against us by regulatory authorities, users, business partners and
others, as well as negative publicity. These investigations, proceedings or actions could
subject us to significant penalties and negative publicity, require us to change our data
security and privacy practices or other business activities, increase our costs, severely
disrupt our business, hinder our expansion plans or otherwise negatively affect the
[REDACTED] of our H Shares.

Any failure by us or our partners who work with us in connection with our digital
payment and digital finance services to comply with applicable AML, counter-terrorist
financing and economic sanction laws and regulations could lead to significant penalties
and damages to our reputation.

We and our partners who work with us in connection with our digital payment and digital
finance businesses are required to comply with certain AML requirements set out by PBOC
and other regulators in the jurisdictions where we and our partners operate. These
requirements include the establishment of a client identification program, the monitoring
and reporting of suspicious transactions, the preservation of client information and
transaction records, and the provision of assistance in investigations and proceedings in
relation to AML matters. We and our partner financial institutions are also subject to
various counter-terrorist financing and economic sanction laws and regulations that
prohibit, among other things, any involvement in transferring the proceeds of criminal
activities. These laws and regulations require us and our partners to establish sound internal
control policies and procedures with respect to AML, counter-terrorist financing and
economic sanction monitoring and reporting obligations.

The policies and procedures we and our partners have adopted may not be effectively
implemented in protecting our services from being exploited for money laundering, terrorist
financing and other illegal purposes. If we fail to comply with AML, anti-terrorist and
economic sanction laws and regulations, we will be subject to fines, enforcement actions,
regulatory sanctions, additional compliance requirements, increased regulatory scrutiny of
our business, or other penalties levied by regulators, and damages to our reputation, all of
which may adversely affect our business operations, and results of operations. In particular,
if we were publicly named as a sanctioned entity by relevant regulatory authorities or
become subject to investigation, our business may be significantly interrupted and our
reputation will be severely damaged. Similarly, if our partners fail to comply with
applicable laws and regulations, it could disrupt our services and could result in potential
liability for us and damage our reputation. We and our partners have been and will continue
to be required to make changes to our and their respective compliance programs in
response to any new or revised laws and regulations on AML, counter-terrorist financing
and economic sanctions, which could make compliance more costly and operationally
difficult to manage.

Our failure to manage the significant management, operational and financial challenges
involved in growing our business and operations could harm us.

Our business has become increasingly complex as the scale, diversity and geographic
coverage of our business and our workforce continue to expand. This expansion increases
the complexity of our operations and places a significant strain on our management,
operational and financial resources. The challenges involved in expanding our business
require our employees to handle new and expanded responsibilities and duties. If our
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employees fail to adapt to the expansion or if we are unsuccessful in hiring, training,
managing and integrating new employees or retraining and expanding the roles of our
existing employees, our business, financial condition, results of operations and prospects
may be materially harmed.

Moreover, our current and planned staffing, systems, policies, procedures and controls may
not be adequate to support our future operations. To effectively manage continuing
expansion and growth of our operations and workforce, we will need to continue to
improve our personnel management, transaction processing, operational and financial
systems, policies, procedures and controls, which could be particularly challenging as we
expand to new operations with different and incompatible systems in new industries or
geographic areas. These efforts will require significant managerial, financial and human
resources. There can be no assurance that we will be able to effectively manage our growth
or to implement all these systems, policies, procedures and control measures successfully.
If we are not able to manage our growth effectively, our business and prospects may be
materially and adversely affected.

Even if we are able to manage and overcome challenges associated with our growth, we
may face challenges in our cooperation with partner financial institutions, as they may not
be able to effectively manage the challenges described above to handle the incremental
business volume brought by the growth of our platform.

We face risks relating to our acquisitions, investments and alliances.

In order to further sustain and expand our thriving ecosystem, strengthen our relationship
with partners, supplement our technology portfolio and expand into other markets, we have
made selected strategic investments and acquisitions, including those in different countries
and regions, technologies, services and products in recent years, including investments of
varying sizes in equity investees and joint ventures, and, from time to time, we may have a
number of pending investments and acquisitions that are subject to closing conditions.
Historically, most of these transactions are minority interest investments. See “Financial
Information — Strategic Investments and Acquisitions.” We expect to continue to evaluate
and consider a wide array of potential strategic transactions as part of our overall business
strategy, including business combinations, acquisitions and dispositions of businesses,
technologies, services, products and other assets, as well as strategic investments, joint
ventures and alliances. At any given time, we may be engaged in discussing or negotiating
a range of these types of transactions. These transactions also involve significant challenges
and risks, including:

. for investments over which we may not obtain management and operational
control, we may lack influence over the controlling partners or shareholders, or
may not have aligned interests with our partners or other shareholders, and, as a
result, we may not be able to achieve our strategic intent. In addition, although
we seek contractual protection of our rights when making investments, these
agreements may not always be effective in protecting our minority interest;

. heightened restrictions on and scrutiny of investments, acquisitions and foreign
ownership in other jurisdictions, on national security grounds, protectionist
policies or for other reasons, as well as regulatory hurdles such as filings and
approvals under the anti-monopoly and competition laws, rules and regulations of
China and other countries in connection with any investments or acquisitions;
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. actual or alleged misconduct, unscrupulous business practices or non-compliance
by us or any company we acquire or invest in (or by its affiliates), or by its
management, whether before, during or after our acquisition or investments;

. difficulties in, and significant and unanticipated additional costs and expenses
resulting from, integrating into our business the large number of personnel,
operations, products, services, technology, internal controls and financial
reporting of the businesses we acquire;

. difficulties in identifying and selecting appropriate targets and strategic partners,
including potential loss of opportunities for strategic transactions with
competitors of our investee companies and strategic partners;

. difficulties in conducting sufficient and effective due diligence on potential
targets and unforeseen or hidden liabilities or additional incidences of non-
compliance, operating losses, costs and expenses that may adversely affect us
following our acquisitions or investments or other strategic transactions;

. difficulties in achieving expected synergies, returns and operating efficiencies
from the acquisition of or investment in potential targets within the expected
time frames or at all; and

. negative impact on our cash flow or results of operations from various fair value
charges, impairment charges or write-offs.

Our strategic investments and acquisitions also affect our liquidity, financial condition and
results of operation. Strategic investments and acquisitions partially contributed to our
negative cash flow from investing activities. Any significant cash outflow as a result of
such strategic investments and acquisitions can affect our liquidity and our ability to
undertake other initiatives to grow our business and ecosystem. Acquired businesses that
are loss-making may continue to sustain losses and may not become profitable in the near
future or at all. During the Track Record Period, we incurred losses in connection with
these investments. See “Financial Information — Strategic Investments and Acquisitions”
for further details. These investments may also have the effect of resulting in one-time
gains. For example, in 2018, we recorded net other income and gains of RMB19,623
million, which was primarily due to a one-time gain from deemed disposal of our equity
interest in Koubei Holding Limited (“Koubei”) in the amount of RMB22,485 million. Such
gains are not recurrent in nature and there can be no assurance whether we will incur any
gain or loss of similar nature in the future.

The challenges and risks involved in the strategic investments and acquisitions could lead
to negative publicity, litigation, government inquiries, investigations or actions against the
companies we invest in or acquire, or even against our other businesses, and may force us
to incur significant additional expenses and allocate significant management and human
resources to rectify or improve these companies' corporate governance standards or internal
controls and systems. As we continue to expand our platform, we expect to continue our
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acquisition and investment activity, with a large number and diverse range of target
companies, and we will continue to face significant challenges, including unanticipated
ones, in integrating these acquisitions and investments into our existing businesses.

Furthermore, our investments are subject to general credit, liquidity, foreign exchange and
market risks. These risks may be exacerbated by global macroeconomic conditions, market
volatility, geopolitical frictions and regulatory, financial and other difficulties affecting the
companies in which we invest. In addition, we may incur investment losses as a result of
unusual and unpredictable market developments.

We may face challenges in expanding our cross-border businesses and operations, and we
may not be able to successfully grow our cross-border payment business.

We are expanding our cross-border payment business to serve the needs of consumers and
businesses for digital payment and daily life services, starting from cross-border activities.
We cannot assure you that we will succeed in operating our business and offering services
tailored to the various markets and generate revenues or make profit from our operations
outside of China. As we expand across the globe, we may need to innovate and develop
new business models rather than replicating our success in China to better cater to the
distinct needs of different markets. We may be less well-known and have difficulty
expanding user base or have fewer local resources in different markets and we may need to
localize our business practices, culture and operations. Consumers and merchants may also
choose to use alternatives that have stronger presence in the region. In addition,
geopolitical tensions, protectionist or national security policies could, among other things,
hinder our ability to execute our cross-border payment business strategies, make
investments that develop new growth initiatives and technologies, or even divest from our
current investees, and put us at a competitive disadvantage relative to local companies in
other jurisdictions. For example, in 2018, our attempt to acquire MoneyGram International
Inc., a remittance company based in the United States, was not successful. Separately, in
2020, a change in foreign investment regulation in India led to our further evaluation of the
timing of our additional investment in Zomato, a restaurant aggregator and food delivery
start-up based in India. The expansion of our cross-border payment business will also
expose us to risks and challenges inherent in operating businesses in multiple jurisdictions,
including:

. lack of acceptance of our product and service offerings, and challenges of
localizing our offerings to appeal to local preferences and facilitating effective
local sales and marketing strategies;

. dependence on local partners and platforms in marketing our services in new
jurisdictions;
. failure to attract and retain capable talents with international perspectives who

can effectively manage and operate local businesses;

. challenges in replicating or adapting our company policies and procedures to
operating environments different from that of China, including those relating to
technology infrastructure;

. difficulties and costs associated with staffing and managing overseas operations,
particularly on complying with the various labor regulatory requirements in
different jurisdictions and different labor practice in different areas.
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. difficulties and costs associated with hosting data locally pursuant to data
protection regulations as well as compliance with data security and privacy laws
in a particular jurisdiction;

. difficulties and costs associated with protecting and enforcing our intellectual
property rights overseas,

. the need for increased resources to manage regulatory compliance across our
cross-border businesses;

. geopolitical frictions that can impede our ability to develop our business in new
jurisdictions;

. regional social unrest that can result in economy downturn and lower level of
consumption and transaction;

. exchange rate fluctuations, which may have a negative impact on our revenues in
foreign currencies or result in foreign exchange loss in connection with our
cross-border payment business; and

. political instability and general economic or political conditions in particular
countries or regions, including territorial or trade disputes, war and terrorism.

In addition, we face risks specific to our business and the industries in which we operate:

. we depend on global payment networks that are necessary to our cross-border
payment services, but e-wallet partners may view us as a competitor;

. e-wallet partners operating in emerging markets may face intense competition or
evolving and more complex regulatory oversight;

. our merchant services and solutions, may not gain acceptance in various markets;
and

. we may not be able to continue to offer technology solutions to e-wallet partners
to satisfactorily address needs specific to the market(s) in which they operate.

Failure to manage these risks and challenges could negatively affect our ability to expand
our cross-border payment business and operations as well as materially and adversely affect
our business, financial condition, results of operations and prospects.

In addition, overseas businesses and partners that cooperate with us are also operating in an
increasingly stringent regulatory environment. If they are unable to comply with various
existing or future regulations in various jurisdictions to support our expansion into those
markets, our business and prospects will be negatively affected.

Our reputation, our brand and our business may be harmed by aggressive and misleading
marketing and communications strategies of certain third parties.

We have been and may, in the future, be the target of incomplete, inaccurate and false
statements and complaints about us, our services and our management that could damage
our reputation and brand and materially deter consumers, businesses and partners from
engagement with our platform. In addition, certain third parties, including some of our
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competitors, have used, and may continue to use, methods such as lodging complaints with
regulators, which may turn into inspections or investigations, initiating frivolous, untruthful
and nuisance lawsuits, and other forms of attack litigation and “lawfare” that attempt to
generate negative publicity or otherwise to harm our reputation and brand, hinder our
operations, force us to expend resources on responding to and defending against these
claims, and otherwise gain a competitive or other advantage over us by means of litigious
and accusatory behavior. For example, on August 15, 2020, we received a letter from a
minority shareholder of Tianhong, one of our subsidiaries, to raise an issue about the
reasonableness of the level of the technology service fees that we charged Tianhong
between 2014 to 2019, being an aggregate amount of RMB4,577 million. This issue was
fully discussed and responded to at previous board meetings of Tianhong. The letter
demands that the Company, Tianhong and the minority shareholder reach a plan to resolve
this issue by August 30, 2020. While we believe that the transaction arrangements with our
subsidiary Tianhong are fair and reasonable and in line with prevailing market terms, it is
possible that this or some other minority shareholders of Tianhong may seek to raise this
issue in public by way of legal proceedings or lodge complaints with regulators and we
may nevertheless need to spend resources and divert management attention to respond to
this dispute or other related issues. Our ability to respond on share price-sensitive
information to misleading marketing efforts or misleading communications may be limited
due to our internal policies or legal prohibitions on permissible public communications by
us during certain periods, which may significantly expose our brand and business to
reputation risk and in turn materially and adversely impact our business, financial condition
and results of operations.

Failure to maintain or improve our technology infrastructure could harm our business
and prospects.

We are continuously upgrading our platform to provide increased scale, improved
performance, additional capacity and additional built-in functionality, including
functionality related to security. Adopting new products and maintaining and upgrading our
technology infrastructure require significant investment of time and resources. Any failure
to maintain and improve our technology infrastructure could result in unanticipated system
disruptions, slower response times, impaired user experience, delays in reporting accurate
operating and financial information and failures in risk management. The risks of these
events occurring are even higher during certain periods of peak usage and activity, such as
on or around various shopping festivals or other promotional events, when transaction
volume is significantly higher on our payment network compared to other days of the year.
In addition, much of the software and interfaces we use are internally developed and
proprietary technology. If we experience problems with the functionality and effectiveness
of our software, interfaces or platform, or are unable to maintain and continuously improve
our technology infrastructure to handle our business needs, our business, financial
condition, results of operations and prospects, as well as our reputation and brand, could be
materially and adversely affected.

Furthermore, our technology infrastructure and services, including our service offerings,
incorporate third-party-developed software, systems and technologies, as well as hardware
purchased or commissioned from outside and overseas suppliers. As our technology
infrastructure and services expand and become increasingly complex, we face increasingly
serious risks to the performance and security of our technology infrastructure and services
that may be caused by these third-party-developed components, including risks relating to
incompatibilities among these components, service failures or delays or back-end
procedures on hardware and software. We also need to continuously enhance our existing
technology. Otherwise, we face the risk of our technology infrastructure becoming unstable

— 69—



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

RISK FACTORS

and susceptible to security breaches. This instability or susceptibility could create serious
challenges to the security and uninterrupted operation of our platform and services, which
would materially and adversely affect our business and reputation.

Security breaches and attacks against our systems and network, and any potentially
resulting breach or failure to otherwise protect personal, confidential and proprietary
information, could damage our reputation and negatively impact our business, as well as
materially and adversely affect our financial condition and results of operations.

Our cybersecurity measures may not detect, prevent or control all attempts to compromise
our systems, including distributed denial-of-service attacks, viruses, Trojan horses,
malicious software, break-ins, phishing attacks, third-party manipulation, security breaches,
employee misconduct or negligence or other attacks, risks, data leakage and similar
disruptions that may jeopardize the security of data stored in and transmitted by our
systems or that we otherwise maintain. Breaches of our cybersecurity measures could result
in unauthorized access to our systems, misappropriation of information or data, deletion or
modification of user information, or a denial-of-service or other interruption to our business
operations. As techniques used to obtain unauthorized access to or sabotage systems change
frequently and may not be known until launched against us or our third-party service
providers, there can be no assurance that we will be able to anticipate, or implement
adequate measures to protect against, these attacks.

We have in the past and are likely again in the future to be subject to these types of
attacks, breaches and data leakage, although to date no attack, breach or data |leakage has
resulted in any material damage or remediation cost. In addition, we could be subject to an
attack, breach or leakage, which we do not discover at the time or the consequences of
which are not apparent until a later point in time, that could result in material damages or
remediation costs. If we are unable to avert these attacks and security breaches, we could
be subject to significant legal and financial liabilities, our reputation would be harmed and
we could sustain substantial revenue loss from lost transactions between and among
consumers, businesses and our partners and their dissatisfaction. We may not have the
resources or technical sophistication to anticipate or prevent rapidly-evolving cyber-attacks.
Cyber-attacks may target us, consumers, businesses, our partners or other participants on
our platform, or the communication infrastructure on which we depend. We only carry
limited cybersecurity insurance, and actual or anticipated attacks and risks may cause us to
incur significantly higher costs, including costs to deploy additional personnel and network
protection technologies, train employees, and engage third-party experts and consultants.
Cybersecurity breaches would not only harm our reputation and business, but also could
materially decrease our revenues and net income.

The successful operation of our business depends upon the performance, reliability and
security of the Internet infrastructure in China and other countries in which we operate.

Our business depends on the performance, reliability and security of the
telecommunications and Internet infrastructure in China and other countries in which we
operate. Substantially all of our computer hardware and a majority of our online services
are currently located in China. Almost all access to the Internet in China is maintained
through state-owned telecommunication operators under the administrative control and
regulatory supervision of the MIIT. In addition, the national networks in China are
connected to the Internet through state-owned international gateways, which are the only
channels through which a domestic user can connect to the Internet outside of China. We
may face similar or other limitations in other countries in which we operate. We may not
have access to alternative networks in the event of disruptions, failures or other problems
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with the Internet infrastructure in China or elsewhere. In addition, the Internet
infrastructure in the countries in which we operate may not support the demands associated
with continued growth in Internet usage.

The failure of telecommunications network operators to provide us with the requisite
bandwidth could also interfere with the speed and availability of our websites and mobile
applications. We have no control over the costs of the services provided by the
telecommunications operators. If the prices that we pay for telecommunications and Internet
services rise significantly, our margins could be adversely affected. In addition, if Internet
access fees or other charges to Internet users increase, our user base may decrease, which
in turn may significantly decrease our revenues.

Moreover, if the security of domain names is compromised, we will be unable to use the
domain names in our business operations, which could materially and adversely affect our
business operations, reputation and brand image. If we fail to implement adequate
encryption of data transmitted through the networks of the telecommunications and Internet
operators we rely upon, there is a risk that telecommunications and Internet operators or
their business partners may misappropriate our data, which could materially and adversely
affect our business operations and reputation.

Our platform could be disrupted by systems failures, downtime and network interruptions.

Our platform depends on the efficient and uninterrupted operation of our computer and
communications systems. Reliability is particularly critical for us because the full-time
availability of our services is necessary to our ability to attract consumers, businesses and
our partners. Systems failures, downtime and network interruptions will prevent us from
efficiently processing the large volume of transactions on our platform. In addition, because
we are licensed in certain jurisdictions, frequent or persistent site interruptions could lead
to regulatory scrutiny, significant fines and penalties, and/or mandatory and costly changes
to our business practices, and could result in suspension of our licenses, which could have
an adverse effect on our ability to service our customers.

As we continue to grow our user base and empower more merchants and partners, we have
experienced high growth rates in transaction volumes generated by our consumers,
businesses and partners on our platform over the past years and expect growth to continue
for the coming years. This places a significant strain on our platform’s processing capacity.
We cannot assure you that our current processing capacity will be able to handle the
growth of the transaction volumes on our platform. A failure to adequately scale the
processing capacity of our platform could therefore materially and adversely affect our user
experience, business, financial condition, results of operations and prospects. In addition,
our efforts to further scale the processing capacity of our platform involve significant
technical risks and will increase our capital expenditure, which may divert our resources
from new features and products, and there can be no guarantee that these efforts will
succeed due to technical difficulties.

We and the participants on our platform, our third-party service providers, including partner
financial institutions, data center, cloud storage and computing services providers, have
experienced, and may experience in the future, system interruptions and delays that render
websites, mobile applications and services (such as digital payment services and digital
finance technology services) temporarily unavailable or slow to respond. In addition, we do
not control the operations of Alibaba, who provides cloud storage and computing services
to us and third-party service providers. Although we have prepared for contingencies
through redundancy measures and disaster recovery plans and also carry business
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interruption insurance, these preparations and insurance coverage may not be sufficient.
Despite any precautions we may take, the occurrence of a natural disaster or other
unanticipated problems at our facilities and our platform participants, including power
outages, system failures, telecommunications delays or failures, construction accidents,
break-ins to information technology systems, computer viruses or human errors, could
result in delays in or temporary outages of our platform or services, loss of our users data
and business interruption for us and our users. Any of these events could damage our
reputation, significantly disrupt our operations and the operations of our platform
participants on and subject us to liability, heightened regulatory scrutiny and increased
costs, which could materially and adversely affect our business, financial condition and
results of operations.

We depend on key management as well as experienced and capable personnel generally,
and any failure to attract, motivate and retain our staff could severely hinder our ability
to maintain and grow our business.

Our future success is significantly dependent upon the continued service of our key
executives and other key employees. If we lose the services of any member of management
or key personnel, we may not be able to locate, or may incur great costs to recruit suitable
or qualified replacements.

As our business develops and evolves, it may become difficult for us to continue to retain
our employees. Some of our employees, including certain members of management, may
choose to pursue other opportunities outside of us. If we are unable to motivate or retain
these employees, our business may be severely disrupted, and our prospects could suffer.

In addition, we have a number of employees, including many members of management,
whose economic interests in our Company could give them a substantial amount of
personal wealth following our [REDACTED]. As a result, it may be difficult for us to
continue to retain and motivate these employees, and this wealth could affect their
decisions about whether or not they continue to remain with us. If we are unable to
motivate or retain these employees, our business may be severely disrupted and our
prospects could suffer.

The size and scope of our platform also require us to hire and retain a wide range of
capable and experienced personnel who can adapt to a dynamic, competitive and
challenging business environment. We will need to continue to attract and retain
experienced and capable personnel at all levels, including members of management, as we
expand our business and operations. Our various incentive initiatives may not be sufficient
to retain our management and employees. Competition for talents in our industry is intense,
and the availability of suitable and qualified candidates in China and elsewhere is limited.
Competition for these individuals could cause us to offer higher compensation and other
benefits to attract and retain them. Even if we were to offer higher compensation and other
benefits, there can be no assurance that these individuals will choose to join or continue to
work for us. Any failure to attract or retain key management and personnel could severely
disrupt our business and growth.

We have adopted a share economic rights plan to incentivize eligible plan participants,
including our key management and other employees. Under the share economic rights plan,
Hangzhou Junhan, one of our substantial shareholders, grants share economic rights to
eligible plan participants and has the obligation to purchase or repurchase the share
economic rights when they become vested and eligible for selling. See “Appendix VII —
Statutory and General Information — D. Employees Equity Incentive Plans” for further
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details. There can be no assurance that Hangzhou Junhan will have enough capital
resources to fund its purchase or repurchase obligations when due. If Hangzhou Junhan
fails to repurchase the share economic rights from our key management and other
employees, their morale, productivity and retention could suffer, which could severely
disrupt our business and growth.

Failure to deal effectively with fraudulent or illegal activities by our employees would
harm our business.

Illegal, fraudulent, corrupt or collusive activities or misconduct, whether actual or
perceived, by our employees, could subject us to liability or negative publicity. Although
we have implemented policies and internal controls with regard to the review and approval
of payment accounts, sales activities, interactions with business partners and government
officials and other relevant matters, there can be no assurance that our policies and internal
controls will prevent fraud or illegal activity or misconduct by our employees or that
similar incidents will not occur in the future. Any illegal, fraudulent, corrupt or collusive
activity, misconduct, or perceptions of conflicts of interest and rumors, could severely
damage our brand and reputation, even if they are baseless or satisfactorily addressed,
which could drive consumers, businesses and our partners away from our platform, and
materially and adversely affect our business, financial condition and results of operations.

We may not be able to fully protect our intellectual property rights; third parties may
allege that we are infringing their intellectual property rights.

We face a number of challenges in protecting our intellectual property rights or enforcing
our contractual rights. We rely on a combination of patents, trademarks, copyrights and
trade secrets in the PRC and other jurisdictions, as well as confidentiality procedures and
contractual provisions, to protect our intellectual property rights. We also enter into
confidentiality agreements with our employees and third parties who may access our
proprietary information, and we take reasonable security measures to control access to our
proprietary technology and information.

Confidentiality agreements may be breached by counterparties; and they may use our
intellectual property without authorization. We may not be able to effectively protect our
intellectual property rights or to enforce our contractual rights. In addition, policing any
unauthorized use of our intellectual property is difficult, time-consuming and costly and the
steps we have taken may be inadequate to prevent the misappropriation of our intellectual
property. In the event that we resort to litigation to enforce our intellectual property rights,
litigation could result in substantial costs and a diversion of our managerial and financial
resources. There can be no assurance that we will prevail in any litigation. Furthermore, the
intellectual property protection mechanisms that we rely on may not be sufficient in the
jurisdictions in which we operate. For example, effective intellectual property protection
may not be available in every country in which we currently, or in the future, will operate.

If we fail to protect or enforce our intellectual property rights, our competitors may copy or
reverse-engineer our products and services without authorization and compete with us. As a
result, our customers and partners may devalue our services, and our ability to compete
effectively may be impaired, which could have a material adverse effect on our business,
financial condition and results of operations.

As the number of software products increases and the functionality of these products
further overlap, and as we acquire technology through acquisitions or licenses, we may
become increasingly subject to infringement claims made by third parties, including patent,
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copyright, trade secret and trademark infringement claims. Litigation may be necessary to
determine the validity and scope of the patent and other intellectual property rights of
others. The ultimate outcome of any allegation is uncertain and, regardless of the outcome,
any such claim, with or without merit, may be time-consuming, result in costly litigation,
divert management’s time and attention from our business, require us to stop selling, delay
shipping, or redesign our services, or require us to pay substantial amounts to satisfy
judgments or settle claims or lawsuits or to pay substantial royalty or licensing fees, or to
satisfy indemnification obligations that we have with some of our customers. Our failure to
obtain necessary licenses or other rights, or litigation or claims arising out of intellectual
property matters, may harm our business.

In addition, Alibaba agreed to transfer certain intellectual property to us pursuant to the
SAPA. As of the Latest Practicable Date, Alibaba and its subsidiaries have transferred a
portion of such intellectual property to us and are in the process of transferring the
remaining portion of such intellectual property to us. The formal recordation or registration
of the intellectual property transfer can take time, and the duration is not within our
control. In jurisdictions (such as the PRC) where assignment of intellectual property is not
effective until such assignment is formally recorded or registered, we do not have
ownership rights to such intellectual property during the recordation or registration period.
We will need the cooperation of Alibaba to enjoy the full benefits of such intellectual
property during the period, including protecting our intellectual property rights against any
infringement by third parties. We cannot assure you that we will be able to secure
Alibaba’s cooperation in a timely manner.

Legal proceedings against us could harm our reputation and have a material and adverse
effect on our business, financial condition, results of operations and prospects.

We have been involved in litigation and other disputes in the ordinary course of our
business, which include lawsuits, arbitration, regulatory proceedings and labor and other
disputes. Along with the growth and expansion of our business, we may be involved in
litigation, regulatory proceedings and other disputes arising outside of the ordinary course
of our business, including those brought against us pursuant to anti-monopoly or unfair
competitions laws or involving higher amounts of alleged damages. Such litigation and
disputes may result in claims for actual damages, freezing of our assets and diversion of
our management’s attention, as well as legal proceedings against our directors, officers or
employees. The probability and amount of liability, if any, may remain unknown for long
periods of time. Given the uncertainty, complexity and scope of many of these litigation
matters, their outcome generally cannot be predicted with any reasonable degree of
certainty. As a result, any unfavorable final resolution of pending litigation matters,
including substantial liabilities arising from lawsuit judgments, could have a material and
adverse effect on our business, results of operations and financial condition. Moreover,
even if we eventually prevail in these matters, we could incur significant legal fees or
suffer significant reputational damage, which could have a material and adverse effect on
our prospects and future growth, including our ability to attract new customers and
merchants, retain existing customers and merchants, expand our cooperation with existing
or new business partners and recruit and retain employees and agents.

As we expand our cross-border payment business, we may face an increasing number and a
wider variety of claims in overseas jurisdictions. Laws, rules and regulations may vary in
their scope and overseas laws and regulations may impose requirements that are more
stringent than, or which conflict with, those in the PRC. We may acquire companies that
have been subject to or may become subject to litigation, as well as regulatory proceedings.
In addition, in connection with litigation or regulatory proceedings we may be subject to in
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various jurisdictions, we may be prohibited by laws, regulations or government authorities
in one jurisdiction from complying with subpoenas, orders or other requests from courts or
regulators of other jurisdictions, including those relating to data held in or with respect to
persons in these jurisdictions. Our failure or inability to comply with the subpoenas, orders
or requests could subject us to fines, penalties or other legal liability, which could have a
material adverse effect on our reputation, business, and results of operations.

In addition, as the interpretation and implementation of the labor laws and regulations in
the PRC are still evolving, there can be no assurance that our employment practices will at
all times be deemed in full compliance with labor-related laws and regulations in the PRC,
which may subject us to labor disputes or government investigations. If we are deemed to
have violated relevant labor laws and regulations, we could be required to provide
additional compensation to our employees and our business, financial condition and results
of operations could be materially and adversely affected. Our international operations
encounter labor laws, customs and employee relationships that can be difficult, less flexible
than in our domestic operations and expensive to modify or terminate. Our success
depends, in part, on our ability to anticipate these risks and manage these difficulties, and
the failure to do so could have a material adverse effect on our brand, reputation, business,
operating results and/or financial condition.

Anti-monopoly and unfair competition claims or regulatory actions against us may result
in our being subject to fines, constraints on our business and damage to our reputation.

The PRC anti-monopoly enforcement agencies have in recent years strengthened
enforcement under the PRC Anti-monopoly Law with respect to concentration of
undertakings and cartel agreements, as well as abusive behavior by companies with market
dominance. Although we believe that our business practices do not violate anti-monopoly or
unfair competition laws, due to our large scale of business and close media attention, there
can be no assurance that regulators will not initiate anti-monopoly investigations into
specific business practices we have adopted.

The PRC Anti-monopoly Law provides a private right of action for competitors, business
partners or customers to bring anti-monopoly claims against companies. As the PRC Anti-
monopoly Law is relatively new, misinterpretation by market participants has led to and
may continue to lead to public allegations or media campaigns against us or complaints to
regulators or private litigation that targets our prior and current business practices.

Any anti-monopoly lawsuit, regulatory investigations or administrative proceedings initiated
against us could also result in our being subject to adverse court decisions and regulatory
actions, such as confiscation of illegal revenue and heavy fines. Any such adverse court
decisions or regulatory actions may force us to change our business model or practices,
which could materially and adversely affect our business, operations, reputation and brand.

In addition, due to our large revenue base, our significant investments and acquisitions may
be subject to regulators’ merger reviews. As a result, we may be subject to significant
difficulties in pursuing our investment and acquisition strategy and may not be able to
complete these transactions in a timely manner or at all.
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Failure to comply with any restrictive covenants of our indebtedness could have an
adverse effect on our cash flow and liquidity.

We had outstanding interest-bearing bank borrowings of RMB29,611 million as of June 30,
2020. Under the terms of our indebtedness and under any debt financing arrangement that
we may enter into in the future, we are, and may be in the future, subject to covenants that
could, among other things, restrict our business and operations. If we breach any of these
covenants, our lenders under our credit facilities will be entitled to accelerate our debt
obligations. Any default under our credit facilities could require that we repay these debts
prior to maturity as well as limit our ability to obtain additional financing, which in turn
may have a material adverse effect on our cash flow and liquidity.

We may not be able to obtain financing on favorable terms or at all.

We may require additional cash resources due to future growth and development of our
business, including any investments or acquisitions we may decide to pursue. If our cash
resources are insufficient to satisfy our cash requirements, we may seek to issue additional
equity or debt securities or obtain new or expanded credit facilities. Our ability to obtain
external financing in the future is subject to a variety of uncertainties. PRC companies may
be required to complete filings with the applicable regulatory authorities before the launch
of any onshore or offshore debt issuance. We are also subject to certain regulatory approval
and/or filing procedures with PRC governmental authorities for any future equity financing.
These filing and approval procedures will take time, which may result in our missing the
best market windows for debt or equity issuances in the future. In addition, incurring
indebtedness would subject us to increased debt service obligations and could result in
operating and financial covenants that would restrict our operations. Our ability to access
international capital and lending markets may be restricted at a time when we would like,
or need, to do so, especially during times of increased volatility and reduced liquidity in
global financial markets and stock markets, including due to policy changes and regulatory
restrictions, which could limit our ability to raise funds. There can be no assurance that
financing will be available in a timely manner or in amounts or on terms acceptable to us,
or at all. Any failure to raise needed funds on terms favorable to us, or at all, could
severely restrict our liquidity as well as have a material adverse effect on our business,
financial condition and results of operations. Moreover, any issuance of equity or equity-
linked securities could result in significant dilution to our existing shareholders.

We have granted and may continue to grant restricted share units, share appreciation
rights and/or other types of share-based awards under our equity incentive plans, which
may result in increased share-based compensation expenses and may dilute shareholder
value and cause the price of our H Shares to decline.

We adopted certain equity incentive plans for the purpose of granting share-based
compensation awards to plan participants to incentivize their performance and align their
interests with ours. See “Appendix VIl — Statutory and General Information — D.
Employees Equity Incentive Plans” for further information. We recognize expenses in our
consolidated financial statements in accordance with IFRS. We believe the granting of
share-based compensation is important to attract and retain key personnel and employees,
and we will continue to grant share-based compensation to employees in the future. As a
result, our expenses associated with share-based compensation may increase, which may
have an adverse effect on our results of operations. Furthermore, share-based compensation
awards issued under our equity incentive plans may dilute the ownership interests of our
Shareholders. The availability of our Shares for award under our equity incentive plans, or
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the grant of share-based compensation awards, may adversely affect the market price of our
H Shares. In addition, if any awards that we may issue vest, and those Shares are sold into
the public market, the market price of our H Shares may decline.

We may not have sufficient insurance coverage to cover our business risks.

We have obtained insurance to cover certain potential risks and liabilities, such as property
damage, loss of profit insurance and public liabilities for certain businesses we operate.
However, insurance companies in the PRC and other jurisdictions in which we operate may
offer limited business insurance products. As a result, we may not be able to acquire any
insurance for all types of risks we face in our operations in the PRC and elsewhere, and
our coverage may not be adequate to compensate for all losses that may occur, particularly
with respect to loss of business or operations. We do not maintain key-man life insurance.
This potentially insufficient coverage could expose us to potential claims and losses. Any
business disruption, litigation, regulatory action, outbreak of epidemic disease, adverse
weather conditions or natural disasters could also expose us to substantial costs and
diversion of resources. There can be no assurance that our insurance coverage is sufficient
to prevent us from any loss or that we will be able to successfully claim our losses under
our current insurance policy on a timely basis, or at all. If we incur any loss that is not
covered by our insurance policies, or the compensated amount is significantly less than our
actual loss, our business, financial condition and results of operations could be materially
and adversely affected.

An occurrence of widespread health epidemic or other outbreaks, adverse weather
conditions or natural disasters could have a material adverse effect on our business,
financial condition and results of operations.

Our business could be materially and adversely affected by the outbreak of a widespread
health epidemic, such as COVID-19, swine flu, avian influenza, severe acute respiratory
syndrome, or SARS, Ebola, Zika, adverse weather conditions or natural disasters, such as
snowstorms, earthquakes, fires or floods, or other events, such as wars, acts of terrorism,
environmental accidents, power shortage or communication interruptions. The occurrence of
a disaster or a prolonged outbreak of an epidemic illness or other adverse public health
developments in China or elsewhere in the world could materially disrupt our business and
operations. These events could also significantly impact the industries we operate in and
cause a temporary closure of the facilities we use for our operations, which would severely
disrupt our operations and have a material adverse effect on our business, financial
condition and results of operations. Our operations could be disrupted if any of our
employees or employees of our business partners were suspected of contracting an epidemic
disease, since this could require us or our business partners to quarantine some or all of
these employees or disinfect the facilities used for our operations. In addition, our revenues
and profitability could be materially reduced to the extent that a health epidemic, adverse
weather conditions or natural disaster or other outbreak harms the global or Chinese
economy in general. Our operations could also be severely disrupted if consumers,
businesses, our partners or other participants on our platform were affected by health
pandemics or epidemics, adverse weather conditions, natural disasters or other outbreaks.
See also “— The COVID-19 pandemic presents challenges to our business and the effects
of the pandemic could adversely affect our business, financial condition and results of
operations.”
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Risks Related to China

China’s economic, political and social conditions, as well as government policies, could
affect our business, financial condition and results of operations.

A substantial portion of our businesses, assets and operations are located in China.
Accordingly, our financial condition, results of operations and business prospects are, to a
significant degree, subject to the economic, political and legal developments in China.
China’'s economy differs from the economies of most developed countries in many respects,
including, among other things, government involvement, level of economic development,
economic growth rate, control of foreign exchange and allocation of resources.

China's economy was a planned economy, and a substantial portion of productive assets in
Chinais still owned or controlled by the PRC government. The government also exercises
significant control over China’'s economic growth by allocating resources, setting monetary
policy and providing preferential treatment to particular industries or companies. Although
the government has implemented economic reform measures to introduce market forces and
establish sound corporate governance in business enterprises, the application of such
economic reform measures may vary from industry to industry, or across different regions
of the country. As a result, we may not benefit from certain of such measures.

Legal protections available to you under the PRC legal system may be limited.

Our operations in China are subject to PRC laws and regulations. We and most of our
material subsidiaries are organized under the laws of the PRC. The PRC legal system is
based on written statutes. Prior court decisions may be quoted for reference but have
limited precedential value, although the PRC courts are moving towards the principle of
“treat like cases alike.” The PRC government has promulgated laws and regulations dealing
with such economic matters as securities, shareholders’ rights, foreign investment, corporate
organization and governance, commerce, taxation and trade, with a view towards
developing a comprehensive system of commercial law. However, as some of these laws
and regulations are relatively new and continue to evolve, the effect of these laws and
regulations on the rights and obligations of the parties involved may involve uncertainty.
As a result, the legal protections available to you under the PRC legal system may be
limited.

Our Articles of Association provide that disputes or claims between holders of H Shares
and us, our Directors, Supervisors, general manager or members of our senior management
or holders of A Shares arising out of our Articles of Association or any rights or
obligations conferred or imposed thereupon by the PRC Company Law and related laws,
rules and regulations concerning our affairs be resolved through arbitration. Our Articles of
Association further provide that such arbitral award be final, conclusive and binding on all
parties. A claimant may elect to submit a dispute to either the China International
Economic and Trade Arbitration Commission in accordance with its rules or the Hong Kong
International Arbitration Center in accordance with its Securities Arbitration Rules. Awards
that are made by arbitral authorities in mainland China recognized under the Arbitration
Ordinance of Hong Kong can be enforced in Hong Kong. Hong Kong arbitration awards in
connection with the above-mentioned disputes can be recognized and enforced by courts in
mainland China, subject to the satisfaction of certain legal requirements in mainland China.
However, we cannot assure you that any action brought in mainland China by any holder of
H Shares to enforce a Hong Kong arbitral award made in favor of holders of H Shares
would succeed.
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You may experience difficulties in effecting service of legal process and enforcing
judgments against us and our management.

We are a company incorporated under the laws of the PRC, and a substantial portion of our
business, assets and operations are located in mainland China. In addition, a majority of
our Directors, Supervisors or members of our senior management reside in mainland China,
and a substantial portion of the assets of such Directors, Supervisors or members of our
senior management are located in mainland China. As a result, it may be difficult,
cumbersome, and time-consuming to effect service of process outside mainland China upon
us or such Directors, Supervisors or members of our senior management. Moreover,
mainland China has not entered into a treaty for the reciprocal recognition and enforcement
of court judgments with the United States, the United Kingdom, Japan and many other
countries. In addition, Hong Kong has no arrangement with the United States for reciprocal
enforcement of judgments. As a result, recognition and enforcement in mainland China or
Hong Kong of a court judgment obtained in the United States and any of the other
jurisdictions mentioned above may be difficult or impossible.

Although we will be subject to the Hong Kong Listing Rules and the Hong Kong Codes on
Takeovers and Mergers and Share Repurchases upon the [REDACTED] of our H Shares on
the Hong Kong Stock Exchange, the holders of H Shares will not be able to bring actions
on the basis of violations of the Hong Kong Listing Rules and must rely on the Hong Kong
Stock Exchange to enforce its rules. The Hong Kong Listing Rules and Hong Kong Codes
on Takeovers and Mergers and Share Repurchases do not have the force of law in Hong
Kong.

You may be subject to taxation in mainland China.

Individual holders of H Shares who are not residents of mainland China and whose names
appear on the register of members of H Shares (“non-mainland China resident individual
holders”) are subject to PRC individual income tax on dividends received from us. Pursuant
to the Circular on Questions Concerning the Collection of Individual Income Tax Following
the Repeal of Guo Shui Fa [1993] No. 045 ( Bk [ 8 %[ 1993] 04555 SC 8% 1114 A B M6 A
T A5 B S T RER3EA1) ) (Guo Shui Han [2011] No. 348) ([EFiFk[2011]348%5), dated June
28, 2011, issued by the STA, dividends paid to non-mainland China resident individual
holder of H Shares are generally subject to individual income tax of the PRC at the
withholding tax rate of 10%, dependent on whether there is any applicable tax treaty
between mainland China and the jurisdiction in which the non-mainland China resident
individual holder of H Shares resides as well as the tax arrangement between mainland
China and Hong Kong. Non-mainland China resident individual holders who reside in
jurisdictions that have not entered into tax treaties with mainland China are subject to a
20.0% withholding tax on dividends received from us. For additional information, see
“Appendix Il — Taxation and Foreign Exchange — PRC Taxation.” In addition, under the
Individual Income Tax Law of the PRC ( < #E A AL B A B Biik) ) and its
implementation regulations, non-mainland China resident individual holders of H Shares are
subject to individual income tax at a rate of 20.0% on gains realized upon the sale or other
disposition of H Shares. However, pursuant to the Circular Declaring that Individual
Income Tax Continues to be Exempted over Income of Individuals from Transfer of Shares
(TR IR N e 52 P 15 4 A S il IR NPT 1S B O 28 K1) ) issued by the MOF and the
STA on March 30, 1998, gains of individuals derived from the transfer of listed shares in
enterprises may be exempt from individual income tax. As of the Latest Practicable Date,
no aforesaid provisions have expressly provided that whether individual income tax shall be
levied from non-mainland China resident individual holders on the transfer of shares in
mainland China resident enterprises listed on overseas stock exchanges, and to our
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knowledge, in practice the mainland China tax authorities had not collected individual
income tax on such gains. If such tax is collected in the future, the value of such individual
holders’ investments in H Shares may be materially and adversely affected.

Under the Enterprise Income Tax Law of the PRC ( ¥ A\ RILANE i 3T 5 8i7%) ) (the
“EIT Law”) and its implementation regulations, a non-mainland China resident enterprise is
generally subject to enterprise income tax at a rate of 10.0% with respect to its mainland
China-sourced income, including dividends received from a mainland China company and
gains derived from the disposal of equity interests in a mainland China company, subject to
reductions under any special arrangement or applicable treaty between mainland China and
the jurisdiction in which the non-mainland China resident enterprise resides. See “Appendix
Il — Taxation and Foreign Exchange — PRC Taxation.” There are uncertainties as to the
interpretation and implementation of the EIT Law and its implementation regulations by
mainland China tax authorities, including whether and how enterprise income tax on gains
derived upon the sale or other disposal of H Shares will be collected from non-mainland
China resident enterprise holders of H Shares. If such tax is collected in the future, the
value of such non-mainland China resident enterprise holders’ investments in H Shares may
be materially and adversely affected.

Payment of dividends is subject to restrictions under PRC laws.

Under the PRC laws, dividends may be paid only out of distributable profits. Our
distributable profits represent our distributable net profits less appropriations to statutory
surplus reserve, general reserve, and discretionary surplus reserve (as approved by our
shareholders’ meeting), each such appropriation based on the unconsolidated net profit of
determined under the PRC GAAP. Our distributable net profit referred to above represents
the lowest of (i) our net profit attributable to our equity holders for a period plus
distributable profits or net of accumulated losses, if any, at the beginning of such period, as
determined under the PRC GAAP, and (ii) our net profit attributable to our equity holders
for the period plus distributable profits or net of accumulated losses, if any, at the
beginning of such period, as determined under IFRS. As a result, we may not have
sufficient distributable profits, if any, to make dividend distributions to our shareholders in
the future, including in respect of periods where we register an accounting profit. Any
distributable profits that are not distributed in a given year are retained and available for
distribution in subsequent years.

We are subject to the PRC government controls on currency conversion and risks relating
to fluctuations in exchange rates.

We receive a mgjority of our revenues in Renminbi, which is currently not a freely
convertible currency. A portion of these revenues must be converted into other currencies in
order to meet our foreign currency obligations. For example, we need to obtain foreign
currency to make payments of declared dividends, if any, on our H Shares.

Under the PRC’s existing foreign exchange regulations, by complying with certain
procedural requirements, following completion of the H Share [REDACTED], we will be
able to undertake current account foreign exchange transactions, including payment of
dividends without prior approval from the SAFE. However, in the future, the PRC
government may, at its discretion, take measures to restrict access to foreign currencies for
capital account and current account transactions under certain circumstances. In this case,
we may not be able to pay dividends in foreign currencies to holders of our H Shares.
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The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is
affected by, among other things, changes in China's and international political and
economic conditions and the PRC government’s fiscal and currency policies. Since 1994,
the conversion of Renminbi into foreign currencies, including Hong Kong and U.S. dollars,
has been based on rates set by the PBOC, which are set daily based on the previous
business day’s inter-bank foreign exchange market rates and current exchange rates on the
world financial markets. It is expected that China may further reform its exchange rate
system in the future.

Any appreciation of the Renminbi against the U.S. dollar or any other foreign currencies
may result in the decrease in the value of our foreign currency-denominated assets.
Conversely, any devaluation of the Renminbi may adversely affect the value of, and any
dividends payable on, our H Shares in foreign currency terms. Furthermore, we are also
currently required to obtain the approval of the SAFE before converting significant sums of
foreign currencies into Renminbi. All of these factors could materially and adversely affect
our financial condition and results of operations.

Risks Related to the H Share [REDACTED]

There has been no previous public market for our H Shares, and the liquidity and
market price of our H Shares may be volatile.

Prior to the H Share [REDACTED], there has been no public market for our H Shares. The
initial [REDACTED] range for our H Shares resulted from negotiations between ourselves
and the [REDACTED] on behalf of the [REDACTED], and the [REDACTED] may differ
significantly from the market price for our H Shares following the H Share [REDACTED].
We have applied for the [REDACTED] of, and permission to [REDACTED], our H Shares
on the Hong Kong Stock Exchange. A [REDACTED] on the Hong Kong Stock Exchange,
however, does not guarantee that an active and liquid [REDACTED] market for our H
Shares will develop, or if it does develop, will be sustained following the H Share
[REDACTED] or that the market price of our H Shares will not decline following the H
Share [REDACTED]. Furthermore, the price and [REDACTED] volume of our H Shares
may be volatile. The following factors may affect the volume and price at which our H
Shares will [REDACTED]:

. actual or anticipated fluctuations in our revenues and results of operations;

. news regarding the recruitment or loss of key personnel by ourselves or our
competitors;

. announcements of competitive developments, acquisitions or strategic alliances in
our industry;

. changes in earnings estimates or recommendations by financial analysts;
. potential litigation or regulatory investigations;
. general market conditions or other developments affecting us or our industry;

. the operating and stock price performance of other companies, other industries
and other events or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding H Shares,
or sales or perceived sales of additional H Shares by us or other Shareholders.
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Moreover, the securities market has from time to time experienced significant price and
volume fluctuations that were unrelated, or not directly related, to the operating
performance of the underlying companies. These broad market and industry fluctuations
may have a material and adverse effect on the market price and [REDACTED] volume of
our H Shares.

We are conducting a concurrent but separate A Share [REDACTED], and the
characteristics of the A share and H share markets are different.

We intend to conduct an [REDACTED] of our A Shares in mainland China concurrently
with the H Share [REDACTED] and [REDACTED] such shares on the Science and
Technology Innovation Board of the Shanghai Stock Exchange. We refer to this
[REDACTED] in this document as the A Share [REDACTED]. Our A Share
[REDACTED] will initially comprise an [REDACTED] of [REDACTED] A Shares,
representing approximately [REDACTED]% of our total outstanding Shares immediately
following the completion of both the A Share [REDACTED] and the H Share
[REDACTED], assuming that neither of the A Share [REDACTED] or the H Share
[REDACTED] is exercised.

Our A Share [REDACTED] and H Share [REDACTED] are two separate and independent
[REDACTED], and neither [REDACTED] is conditional upon the other. If for any reason
we do not proceed with the A Share [REDACTED] as proposed, or if the number of our A
Shares [REDACTED] in the A Share [REDACTED] is reduced or the actual
[REDACTED] for our A Shares is not within the estimated price range of our A Share
[REDACTED], the H Share [REDACTED] may nevertheless proceed as described in this
document. Due to differences in the timetables and market practices for the A Share
[REDACTED] and the H Share [REDACTED], you will not be notified of the final
[REDACTED] or final size of our A Share [REDACTED], and we cannot assure you that
you be notified of any delay or termination of the A Share [REDACTED], prior to the last
time for lodging applications under the [REDACTED].

Following the A Share [REDACTED] and the H Share [REDACTED], our H Shares will
be [REDACTED] on the Hong Kong Stock Exchange and our A Shares will be
[REDACTED] on the STAR Market. Under current PRC laws and regulations, without
approval from relevant regulatory authorities, our H Shares and A Shares are neither
interchangeable nor fungible, and there is no trading settlement between the H share and A
share markets. The H share and A share markets have different trading characteristics
(including trading volume and liquidity) and investor bases, including different levels of
retail and institutional participation. As a result of these differences, the [REDACTED] of
our H Shares and A Shares may not be the same. Moreover, fluctuations in our A Share
price may affect our H Share price, and vice versa. Because of the different characteristics
of the A share and H share markets, the changes in the price of our A Shares may not be
indicative of the price performance of our H Shares. You should therefore not place undue
reliance on the [REDACTED] of our A Shares when evaluating an investment in our H
Shares.

Future sales or perceived sales of substantial amounts of our Shares in the public market
or the conversion of our A Shares into H Shares could have a material and adverse
effect on the prevailing market price of our H Shares and our ability to raise additional
capital in the future.

The market price of our H Shares could decline as a result of substantial future sales of our
H Shares or other securities relating to our Shares in the public market. Such a decline
could also occur with the issuance of new Shares or other securities relating to our Shares,
or the perception that such sales or issuances may occur. Future sales, or perceived sales,
of substantial amounts of our Shares could materially and adversely affect the prevailing
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market price of our H Shares and our ability to raise future capital at a favorable time and
price. Our Shareholders would experience a dilution in their holdings upon the issuance or
sale of additional securities for any purpose.

Furthermore, upon completion of the H Share [REDACTED] and the A Share
[REDACTED], we will have [REDACTED] Shares outstanding, including [REDACTED]
A Shares and [REDACTED] H Shares [REDACTED] and assuming the [REDACTED] are
not exercised). In particular, our Pres[REDACTED] Investors will collectively hold
[REDACTED] A Shares and [REDACTED] H Shares, or approximately [REDACTED]%
of the issued share capital of the Company. All of these Shares will be available for sale
upon expiration of the respective lock-up undertaking made by the Onshore
Pre-[REDACTED] Investors and Offshore Pre-[REDACTED] Investors as detailed in
“Share Capital — Lock-up Undertakings.”

[REDACTED]

As the [REDACTED] of our H Shares is higher than our consolidated net tangible assets
per share, purchasers of our H Shares in the H Share [REDACTED] may experience
immediate dilution upon such purchases.

The [REDACTED] of our H Shares is higher than the net tangible asset value per Share of
the outstanding Shares issued to our then existing Shareholders at June 30, 2020. Therefore,
purchasers of our H Shares in the H Share [REDACTED] will experience an immediate
dilution by HK$[REDACTED] per H Share, representing the difference between the
[REDACTED] and the pro forma adjusted net tangible assets per Share at June 30, 2020,
without giving effect to any changes to our net tangible assets subsequent to June 30, 2020
other than the H Share [REDACTED] and the A Share [REDACTED] (assuming an
[REDACTED] of RMB[REDACTED] per Share for our A Shares and the [REDACTED]
of HK$[REDACTED)] per Share for our H Shares, and assuming that neither of the
[REDACTED] is exercised, after deduction of the estimated [REDACTED] fees and
[REDACTED] expenses in connection with the [REDACTED] payable by us). If the
[REDACTED] are exercised, or if we issue additional Shares in the future, purchasers of
our H Shares may experience further dilution.
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There can be no assurance whether and when we will pay dividends in the future.

Since our inception, we have not declared or paid any dividends on our Shares. We expect
to continue to invest in technology and innovation to implement our growth strategies,
which we believe will contribute to the value creation for customers, employees and
Shareholders. Our Board of Directors regularly review our dividend policy by taking into
consideration a number of factors, including our evolving strategies, results of operations,
financial condition, operating and capital investment requirements and other factors it may
deem relevant. Any declaration and payment, as well as the amount of the dividends, will
be subject to our Articles and the relevant PRC laws and regulations, according to which
the dividends may be paid only out of the distributable profits as determined under PRC
GAAP or IFRS, whichever is lower. In addition, as a holding company, we rely on
dividends and other distributions on equity from our subsidiaries for our cash requirements
to pay dividends. Our ability to pay dividends may be adversely affected if our subsidiaries
fail to adequately pay dividends and other distributions to us in a timely manner due to
their respective capital needs. As a result, there can be no assurance whether, when and in
which form we will pay dividends in the future or that we will pay dividends in accordance
with our dividend policy. See “Financial Information — Future Dividends” for more details
of our dividend policy.

Certain facts and statistics derived from public and third-party sources contained in this
document may not be reliable and statistics in the document provided by iResearch and
Oliver Wyman are subject to certain assumptions and methodologies.

We have derived certain facts and other statistics in this document, particularly those
relating to the macroeconomy and financial services industry, from information provided by
various public sources, industry associations, independent research institutes and other
third-party sources. While we have taken reasonable care in the reproduction of the
information, it has not been prepared or independently verified by us, the Joint Sponsors,
the [REDACTED] or any of our or their respective affiliates or advisors and, therefore, we
cannot assure you as to the accuracy and reliability of such facts and statistics. The facts
and other statistics include the facts and statistics included in the sections entitled “Risk
Factors,” and “Our Business.” Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the
statistics herein may be inaccurate or may not be comparable with statistics produced for
other economies; and we cannot assure you that they are stated or compiled on the same
basis, or with the same degree of accuracy, as similar statistics presented elsewhere. In
addition, statistics in the document provided by iResearch and Oliver Wyman are subject to
certain assumptions and methodologies set forth in “Appendix VII — Statutory and General
Information — 6. Commissioned Industry Reports.” In all cases, you should consider
carefully how much weight or importance you should attach to or place on such facts or
statistics.

We strongly caution you not to place any reliance on any information contained in press
articles or other media regarding our A Share [REDACTED] and H Share
[REDACTED] or information released by us in connection with the A Share
[REDACTED].

There have been prior to the publication of this document, and there may be subsequent to
the date of this document but prior to the completion of the H Share [REDACTED], press
and other media coverage regarding us, the A Share [REDACTED] and the H Share
[REDACTED]. Such press and other media coverage may include references to certain
events or information disclosed by us as part of the A Share [REDACTED], including
information relating to us and the A Share [REDACTED]. The document and other
information announced by us in connection with the A Share [REDACTED] are
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based on regulatory requirements and market practices in mainland China, which are
different from those applicable to the H Share [REDACTED]. You should rely solely upon
the information contained in this document, the [REDACTED] and any formal
announcements made by us in Hong Kong in making your investment decision regarding
our H Shares. We do not accept any responsibility for the accuracy or completeness of any
information reported by the press or other media, nor the fairness or appropriateness of any
forecasts, views or opinions expressed by the press or other media regarding our A Shares
or H Shares, the A Share [REDACTED] or the H Share [REDACTED], or us. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication. Accordingly, prospective investors should not rely on any such
information, reports or publications in making their decisions whether to purchase our H
Shares in the H Share [REDACTED].

We are also required, in connection with our A Share [REDACTED], to make certain
formal announcements or disclosure in mainland China relating to us and the A Share
[REDACTED], including the publication of our A Share document. This information is
released in connection with our A Share [REDACTED)] pursuant to regulatory requirements
that are not applicable to the H Share [REDACTED]. Certain announcements in relation to
our A Share [REDACTED] will be published on the website of the Hong Kong Stock
Exchange. However, such information and the document for the A Share [REDACTED] do
not and will not form a part of this document. Prospective investors in H Shares are
reminded that, in making their decisions as to whether to purchase our H Shares, they
should rely only on the financial, operational and other information included in this
document and the [REDACTED]. By [REDACTED] our H Shares in the H Share
[REDACTED], you will be deemed to have agreed that you will not rely on any
information other than that contained in this document and the [REDACTED].
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In preparation for the H Share [REDACTED], we have sought the following waivers and
exemptions from strict compliance with the relevant provisions of the Hong Kong Listing
Rules and the Companies (WUMP) Ordinance.

[REDACTED]
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[REDACTED]

Waiver in Respect of Management Presence in Hong Kong

Pursuant to Rule 8.12 and Rule 19A.15 of the Hong Kong Listing Rules, we must have
sufficient management presence in Hong Kong. This normally means that at least two of
the executive Directors must be ordinarily resident in Hong Kong. Since a substantial part
of our Company’s business operations and management are located in mainland China, and
our executive Directors, namely, Mr. Eric Jing, Mr. Simon Hu and Mr. Xingjun Ni,
currently reside in mainland China where they manage our Group’s business operations, we
do not and, for the foreseeable future, will not have sufficient management presence in
Hong Kong for the purpose of satisfying the requirements under Rule 8.12 and Rule
19A.15 of the Hong Kong Listing Rules.

—_87-—



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

WAIVERS FROM COMPLIANCE WITH THE HONG KONG LISTING
RULESAND EXEMPTIONS FROM STRICT COMPLIANCE WITH THE
COMPANIES (WUMP) ORDINANCE

Accordingly, we have applied to the Hong Kong Stock Exchange for[, and the Hong Kong
Stock Exchange has granted,] a waiver from strict compliance with the requirements under
Rule 8.12 and Rule 19A.15 of the Hong Kong Listing Rules. In order to maintain effective
communication with the Hong Kong Stock Exchange, we will put in place the following
measures in order to ensure regular communication is maintained between the Hong Kong
Stock Exchange and us:

(@) We have appointed two authorized representatives pursuant to Rule 3.05 of the Hong
Kong Listing Rules, who will act as our principal channel of communication with the
Hong Kong Stock Exchange. The two authorized representatives are Mr. Simon Hu,
our executive Director and Mr. Roy Leong Hung Chung, our company secretary. Both
of the authorized representatives: (i) are, and will be, readily contactable by telephone,
facsimile and/or email to deal promptly with any inquiries which may be made by the
Hong Kong Stock Exchange; (ii) have the means to contact all our Directors
(including our independent non-executive Directors) promptly at all times, as and
when the Hong Kong Stock Exchange wishes to contact the Directors on any matters;
and (iii) are to act at all times as the principal channel of communication between the
Hong Kong Stock Exchange and us. Our Company will inform the Hong Kong Stock
Exchange promptly in respect of any change in our authorized representatives and our
compliance advisor;

(b) Citigroup Global Markets Asia Limited, our compliance advisor, will act as an
additional channel of communication with the Hong Kong Stock Exchange and will
advise on ongoing compliance requirements and other issues pursuant to Rule 3A.23
and Rule 19A.06 of the Hong Kong Listing Rules from the H Share [REDACTED]
until at least the date on which we distribute our annual report in respect of our
financial results for the first full financial year commencing after the H Share
[REDACTED];

(c) In compliance with Rule 19A.18(1) of the Hong Kong Listing Rules, one of our
independent non-executive Directors is ordinarily resident in Hong Kong. Our
remaining Directors who are not ordinarily resident in Hong Kong possess or can
apply for valid travel documents to visit Hong Kong for business purpose and will be
able to come to Hong Kong and meet with the Hong Kong Stock Exchange upon
reasonable notice. In addition, each Director has provided his/her contact details,
including mobile phone numbers, office phone numbers, email addresses and fax
numbers (as applicable), to the authorized representatives and to the Hong Kong Stock
Exchange.

Waiver in Respect of Document Disclosure Requirements under the Companies
(WUMP) Ordinance in Relation to the Director’s Residential Address

We have applied to the SFC for[, and the SFC has granted,] a certificate of exemption
under section 342A of the Companies (WUMP) Ordinance from strict compliance with the
requirement of paragraph 6 of the Third Schedule to the Companies (WUMP) Ordinance, in
respect of the disclosure of the residential address of Mr. Joe Tsai, our non-executive
Director and executive vice-chairman of Alibaba, on the ground that such disclosure would
be inappropriate having considered the following factors:

(@ Mr. Joe Tsai is a member of our Board. Mr. Joe Tsai is also a member of the Alibaba
founding team and has served on Alibaba's Board of directors since its inception.
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(b) Mr. Joe Tsai is a high profile public figure due to the nature and scale of our business
and that of Alibaba and his position held in other companies. Mr. Joe Tsai appears on
news articles and interviews from time to time and the latest speeches made by Mr.
Joe Tsai are often under the scrutiny by the general public and often generate interest
across global media. Given he is a high profile public figure, the disclosure of the
residential address of Mr. Joe Tsai may expose him and his family to unnecessary
disturbance and unwanted public attention to their private lives or even potential
harassment and endanger personal safety.

(c) Disclosure of business address of Mr. Joe Tsai has been made in this document and
the non-disclosure of the residential address of Mr. Joe Tsai in the document will not
prejudice the interests of the investing public and would not affect potential investors'
ability to make an informed investment decision as to the securities for which
[REDACTED] is sought.

[REDACTED]
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[REDACTED]

Investments and Acquisitions after the Track Record Period

Pursuant to Rule 4.04(2) and Rule 4.04(4)(a) of the Hong Kong Listing Rules, the
accountants’ report to be included in a listing document must include the income statements
and balance sheets of any business and subsidiary acquired, agreed to be acquired or
proposed to be acquired since the date to which its latest audited accounts have been made
up in respect of each of the three financial years immediately preceding the issue of this
document.

Pursuant to the Hong Kong Stock Exchange’'s Guidance Letter HKEx-GL 32-12
(“GL32-12"), acquisitions of business include acquisitions of associates and any equity
interest in another company. Pursuant to GL32-12, the Hong Kong Stock Exchange may
consider granting a waiver of the requirements under Rule 4.04(2) and Rule 4.04(4) of the
Hong Kong Listing Rules on a case-by-case basis, and having regard to all relevant facts
and circumstances and subject to certain conditions set out thereunder.

During the Track Record Period, we have made certain acquisitions and investments in a
number of companies both in China and overseas in the ordinary and usual course of
business to further our strategic objectives. Since June 30, 2020 and up to the Latest
Practicable Date, we have made or proposed to make certain acquisitions and investments
in a number of companies. It is possible that we may make further acquisitions or
investments subsequent to the Latest Practicable Date and prior to the date of this
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document (collectively, the “Acquisitions”). Details of the investments and acquisitions that
we had made or proposed to make since June 30, 2020 and up to the Latest Practicable
Date include:

I nvestment Per centage of
amount/ shareholding/ Principal business
Target companies Consideration®  equity interest® activities

(RMB millions)

Company A 400 100% Technology services
Company B 10 100% Insurance

Company C 4,000 50% Consumer finance
Company D 790 42% FinTech

Company E 1,040 35% Local services
Company F 516 33% FinTech

Company G 520 30% FinTech

Company H 133 25% Technology services
Company | 100 25% Technology services
Company J 100 21% Local services
Company K 413 20% Insurance

Company L 510 18% Lending

Company M 35 16% Technology services
Company N N/A®) 16% FinTech

Company O 883 7% Merchant services
Notes:

1. The investment amount/consideration, where applicable, involves translation of foreign currencies into
RMB, and are rounded to the nearest million.

2. Represents cumulative shareholding in the relevant target companies rounded to the nearest percent.

3. Acquisition of interest in Company N is expected to be completed by way of a merger.

The consideration for the Acquisitions (other than in respect of Company C) was
determined by commercial arm’s length negotiations in each case with reference to factors
including, market dynamics, valuation for comparable companies and/or capital required for
the target company’s operations.

Company C is ajoint venture to be established by us and other independent third parties
pursuant to a joint venture agreement entered into on August 21, 2020. The establishment
of Company C is subject to applicable regulatory approval and it will apply for a consumer
finance license in order to engage in consumer finance business. We will contribute
RMB4,000 million of registered capital in the joint venture and hold a 50% interest, but the
results of the joint venture are not expected to be consolidated in our financial statements.

The reasons for the Acquisitions are to further sustain and expand our thriving ecosystem,

strengthen our relationship with partners, supplement our technology portfolio and expand
into other markets.
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Conditions to waiver granted by the Hong Kong Stock Exchange

We have applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange [has granted,] a waiver from strict compliance with Rule 4.04(2) and Rule
4.04(4) of the Hong Kong Listing Rules in respect of our Acquisitions on the following
grounds:

(a) We have conducted the Acquisitions in our ordinary and usual course of
business

We make strategic equity investments and acquisitions in sectors complementary to our
business as part of our ordinary and usual course of business. We have a history of making
investments and acquisitions.

(b) The percentage ratios of each Acquisitions are all less than 5% by reference to
the most recent fiscal year of the Track Record Period

The relevant percentage ratios calculated in accordance with Rule 14.07 of the Hong Kong
Listing Rules for each of the Acquisitions are all less than 5% by reference to the most
recent fiscal year of our Track Record Period. To the best of our knowledge, the
Acquisitions are not subject to aggregation under Rule 14.22 of the Hong Kong Listing
Rules. None of the Acquisitions should be aggregated because (i) each of the Acquisitions
involves the acquisition of interests in a different target company and (ii) the counterparties
for the Acquisitions are different.

Accordingly, we believe that the Acquisitions have not resulted in any significant change to
our financial position since June 30, 2020, and all information that is reasonably necessary
for potential investors to make an informed assessment of our activities or financial
position has been included in this document. As such, a waiver from compliance with the
requirements under Rule 4.04(2) and Rule 4.04(4)(a) of the Hong Kong Listing Rules
would not prejudice the interests of the investing public.

(c) We are neither able to exercise any control, nor have any significant influence,
over the underlying company or business

Except for Company A, Company B and Company C above, we only hold and/or will only
hold a minority equity interest in each of the target companies and do not control their
boards of directors; and (ii) we are also not involved in the day to day management of
these target companies and only enjoy minority strategic shareholder rights. The minority
rights given to us are generally commensurate to our status as a minority shareholder and
are for the protection of our interests as a minority stakeholder in such target companies.
These rights are neither intended, nor sufficient to compel or require the relevant
companies to prepare or to disclose in this document audited financial statements for the
purposes of compliance with Rule 4.04(2) and Rule 4.04(4)(a) of the Hong Kong Listing
Rules. It could be prejudicial and potentially harmful to the our portfolio relationships and
commercial interests. In addition, as all except one of the target companies are private
companies, disclosing this information could harm their interests and bring them into an
unfavorable competitive position. Accordingly, as we do not expect the Acquisitions to
result in any material changes to our financial position after the Track Record Period, we
do not believe the non-disclosure of the required information pursuant to Rule 4.04(2) and
Rule 4.04(4)(a) of the Hong Kong Listing Rules would prejudice the interests of investors
to assess our Company.
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(d) The historical financial information of the target companies is not available
and would be unduly burdensome to obtain or prepare

Except for Company O above, the target companies do not have available historical
financial information which is readily available for disclosure in the document in
accordance with the Hong Kong Listing Rules. In addition, it would require considerable
time and resources for our Company and our reporting accountant to fully familiarize
themselves with the management accounting policies of the target companies and compile
the necessary financial information and supporting documents for disclosure in the
document. As such, we believe that it would be impractical and unduly burdensome for us
to disclose the audited financial information of the target companies as required under Rule
4.04(2) and Rule 4.04(4)(a) of the Hong Kong Listing Rules.

In addition, having considered the Acquisitions to be immaterial and that we do not expect
each of the Acquisitions to have any material effect on our business, financial condition or
operations, we believe that it would not be meaningful and would be unduly burdensome
for us to prepare and include the financial information of the target companies during the
Track Record Period in the document. As we do not expect each of the Acquisitions to
result in any material changes to our financial position after the Track Record Period, we
do not believe the non-disclosure of the required information pursuant to Rule 4.04(2) and
Rule 4.04(4)(a) of the Hong Kong Listing Rules would prejudice the interests of the
investors.

(e) Alternative disclosure of the Acquisitions will be provided in the document

We have provided in this section alternative information in connection with the
Acquisitions. Such information includes that which would be required for a discloseable
transaction under Chapter 14 of the Hong Kong Listing Rules that our directors consider to
be material, including, for example, descriptions of the principal business activities, the
consideration and a confirmation that the counterparties and the ultimate beneficial owners
of the counterparties are independent third parties of our Company and our connected
persons. For the avoidance of doubt, names of the target companies are excluded in the
document because (i) we have entered into confidentiality agreements with these companies
and do not have consent for such disclosure and/or (ii) given the competitive nature of the
industries in which we operate, disclosure of the names of the relevant companies in the
document is commercially sensitive and may be used by competitors to anticipate our
investment strategy. Since the relevant percentage ratio of each Acquisitions is less than 5%
by reference to the most recent fiscal year of the Track Record Period, the current
disclosure in the document is adequate for potential investors to form an informed
assessment of us. We do not expect to use any [REDACTED] from the H Share
[REDACTED] to fund any of the Acquisitions.

CONTINUING CONNECTED TRANSACTIONS

We have entered into, and are expected to continue, certain transactions that will constitute
continuing connected transactions under Chapter 14A of the Hong Kong Listing Rules after
the H Share [REDACTED]. Details about such transactions, together with the application
for a waiver from strict compliance with the announcement, circular and independent
shareholders’ approval requirements (as applicable) under Chapter 14A of the Hong Kong
Listing Rules are set out in the section headed “ Connected Transactions” in this document.
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[REDACTED]
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Directors
Executive Directors

Country of
Name Address Nationality

Eric Xiandong JING (FE##) 702, Unit 4 PRC
Building 4
Jinsegjiayuan
16 Fuchun Road
Shangcheng District
Hangzhou, Zhejiang
The People’s Republic of China

Simon Xiaoming HU (#HEEHH) 1001, Unit 2 PRC
Building 7
Hanyuan
Hejiayuan
Xihu District
Hangzhou, Zhejiang
The People’s Republic of China

Xingjun NI (f52477) Room 708 PRC
Building 8
Xixitianjie
Longhu
Hangzhou, Zhejiang
The People’s Republic of China
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Non-executive Directors

Country of
Name Address Nationality

Joseph C. TSAI (BE41E) 26/F Tower One Canada
Times Square
1 Matheson Street
Causeway Bay
Hong Kong
The People’s Republic of China™

Li CHENG (#£37) 902, Unit 1 PRC
Building 10
Dicuiyuan
Chuntianjiayuan
Xianlin Street
Hangzhou, Zhejiang
The People’s Republic of China

Fang JANG (%) 3-1-601 PRC
Yingxiayuan
Chunjianghuayue
158 Qianjiang Road
Shangcheng District
Hangzhou, Zhejiang
The People’s Republic of China

Note:

(1) Thisis the director’s business address.
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I ndependent Non-executive Directors

Country of
Name Address Nationality

Quan HAO (#%£) 12-1-802 PRC
Fenghuiyuan
Xicheng District
Beijing
The People’s Republic of China

Fred Zuliu HU (S14H7X) House 9 Rosecliff PRC
20 Tai Tam Road
Hong Kong
The People’s Republic of China

Yiping HUANG (¥ %) 406 PRC
Building 6
Wanliu Service Apartment
Peking University
29 Wanliuzhong Road
Haidian District
Beijing
The People’s Republic of China

Supervisors

Country of
Name Address Nationality

Hang JIA (F5i) 52 Lakeside Drive Canada
#03-10
Caspian
Republic of Singapore

Hong XU (T7%) 1201 PRC
No. 25
1028 Chang Shou Road
Shanghai
The People’s Republic of China

Quan YU (R4R) 1-2-401 United States
Shijiagu, Shanshui Renjia
Xihu District
Hangzhou, Zhejiang
The People’s Republic of China

See “Directors, Supervisors and Senior Management” for more information on the Directors
and Supervisors.
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Parties Involved in the H Share [REDACTED]

Joint Sponsors

Financial Advisor to our
Company

Citigroup Global Markets Asia Limited
50th Floor, Champion Tower

Three Garden Road

Central

Hong Kong

The People’s Republic of China

(in alphabetical order)

J.P. Morgan Securities (Far East) Limited
23-29/F, Chater House

8 Connaught Road Central

Hong Kong

The People’s Republic of China

(in alphabetical order)

Morgan Stanley Asia Limited

46/F, International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong

The People’s Republic of China

(in alphabetical order)

China International Capital Corporation Hong Kong
Securities Limited

29/F, One International Finance Centre

1 Harbour View Street

Central

Hong Kong

The People’s Republic of China

[REDACTED]

Ampere Partners

Suite 1501, Nexxus Building

41 Connaught Road

Central

Hong Kong

The People’s Republic of China
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Legal Advisorsto our Company As to Hong Kong and United States law

Simpson Thacher & Bartlett
ICBC Tower, 35/F

3 Garden Road

Central

Hong Kong

The People’s Republic of China

As to PRC law

Fangda Partners

24/F, HKRI Centre Two

HKRI Taikoo Hui

288 Shi Men Yi Road

Shanghai

The People’s Republic of China

Legal Advisors to the Joint As to Hong Kong and United States law
Sponsors and the
[REDACTED] Freshfields Bruckhaus Deringer
55th Floor, One Island East
Taikoo Place
Quarry Bay
Hong Kong

The People’s Republic of China

As to PRC law

King & Wood Mallesons

18th Floor, East Tower, World Financial Center
1 Dongsanhuan Zhonglu

Chaoyang District

Beijing

The People’s Republic of China

Reporting Accountant and Ernst & Young
Independent Auditor Certified Public Accountants
22/F, CITIC Tower
1 Tim Mei Avenue
Central
Hong Kong
The People’s Republic of China

Compliance Advisor Citigroup Global Markets Asia Limited
50th Floor, Champion Tower
Three Garden Road
Central, Hong Kong
The People’s Republic of China

Receiving Banks [REDACTED]
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Registered Office

Headquarters and Principal
Place of Business in the PRC

Principal Place of Business in
Hong Kong

Company’s Website

Company Secretary

Authorized Representatives

Audit Committee

Nomination and Remuner ation
Committee

Room 802

Building 5

Xixi New Block

Xihu District

Hangzhou

The People’s Republic of China

Z Space

No. 556 Xixi Road

Hangzhou, Zhejiang

The People’s Republic of China

26/F Tower One

Times Square

1 Matheson Street

Causeway Bay

Hong Kong

The People’s Republic of China

www.antgroup.com
(This website and the information contained on this
website do not form part of this document)

Roy Leong Hung CHUNG (8 3% HE)
(Solicitor of the High Court of Hong Kong)
26/F Tower One

Times Square

1 Matheson Street

Causeway Bay

Hong Kong

The People’s Republic of China

Simon Xiaoming HU (i#1#)
Z Space

No. 556 Xixi Road

Hangzhou, Zhejiang

The People’s Republic of China

Roy Leong Hung CHUNG (8% 3% HE)
26/F Tower One

Times Square

1 Matheson Street

Causeway Bay

Hong Kong

The People’s Republic of China

Quan HAO (#B2%) (Chairperson)
Joseph C. TSAI (%%1%)
Fred Zuliu HU (S1517N)

Fred Zuliu HU (#i#7%) (Chairperson)
Yiping HUANG (¥ 2 °F)
Fang JIANG (#%77)
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Hong Kong Share Registrar [REDACTED]

Principal Bankers China Merchants Bank
19/F, China Merchants Bank Tower
No. 7088 Shennan Boulevard
Shenzhen
Guangdong
The People’s Republic of China

Citibank (Hong Kong) Limited
3 Garden Road

Central

Hong Kong

The People’s Republic of China

Standard Chartered Bank (Hong Kong) Limited
15th Floor Standard Chartered Tower

388 Kwun Tong Road

Hong Kong

The People’'s Republic of China
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Our Major Corporate Milestones

i
2004

&ﬂ E.“ First online escrow transaction Alipay established
Alipay.com solution launched

2009

S FAES Alipay mobile payment app I
ALIPAY
launched

2010

Quick Pay launched

First scenario-based online
insurance product launched

2011

a First QR code payment launched I

R E-A) 20 13
-
I Yu'ebao launched 9

2014

@
G Huabei launched The parent company of Alipay iggmyggﬁ

changed name to Ant Financial ANT FINANCIAY

Alibaba agreed to acquire a 33% a
equity interest Alibaba Group

0 Jiebei launched Zhima Credit launched 0
-

2016

I Ant Forest launched @ D
ANT FOREST

@ AntChain Blockchain-as-a-Service
o open platform launched
o Xianghubao launched

2019

I Issuance of Shares to Alibaba Alibaba Group

a Alipay app digital daily life strategy I Renamed to Ant Group
announced
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HISTORY AND DEVELOPMENT

Development of Our Businesses — a History of Innovation
Digital Payments

Our origins date to 2004 when Alipay was created in the nascent days of e-commerce to
solve the trust issue between buyers and sellers in online transactions. Our innovative
payment solution bridged the trust gap, facilitated online transactions and underpinned the
development of e-commerce in China. Having pioneered digital payments in China, we
have since expanded our service offerings through technology and innovation to enable
digital finance for consumers and businesses in China. In 2009, Alipay app, the first mobile
payment app in China, was launched to provide fast, convenient and secure mobile payment
solutions to consumers and merchants.

Digital Finance Technology Platform
CreditTech

In 2014, we launched Huabei, which was among the first digital unsecured revolving credit
products for daily expenditures offered to consumers in China. In 2015, we launched Jiebei,
a short-term digital unsecured consumer credit product for larger consumption transactions,
to meet the spending needs of Huabei users who develop a sufficient credit history.

InvestmentTech

In 2013, we identified an opportunity to allow consumers to generate yield on their Alipay
account balances. We created Yu' ebao, an innovative product that offers a simple and easy
way for consumers to earn a return while allowing the funds to be instantly available for
everyday purchases. Today, Yu' ebao remains the first financial investment product for many
consumers and is the largest money market fund product globally.

InsureTech

In 2010, we launched shipping return insurance on Taobao, which was the first scenario-
based online insurance product in China. This innovative and low-cost insurance product
covers the purchaser’s shipping cost for returning products purchased on Alibaba
e-commerce marketplaces. In 2018, we launched Xianghubao, a mutual aid program that
provides affordable and accessible wealth protection to participants.

Innovation Initiatives and Technology | nfrastructure
In 2018, we launched the AntChain cross-border remittance services leveraging blockchain

technology and the Blockchain-as-a-Service (BaaS) open platform which supports diverse
applications.
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Formation of Our Group
Acquisition of Alipay China by Our Predecessor

Alipay China was established under the laws of the PRC in December 2004 by Alibaba to
provide digital payment services to consumers and merchants on Alibaba's platforms.

Our predecessor company, Zhejiang Alibaba E-Commerce Co., Ltd. (# Lk B EE 7 35
AR/ H]), which was established by Mr. Jack Ma and Mr. Simon Shihuang Xie (holding
80% and 20% of the company’s equity interest, respectively), took control of Alipay China
in 2011.

Hangzhou Junhan and Hangzhou Junao Became Our Largest Shareholders

In January 2013, Hangzhou Junao made a cash investment in our Company and became the
owner of 42.14% of our Company’s equity interest, and the equity interests owned by Mr.
Jack Ma and Mr. Simon Shihuang Xie were diluted to 46.29% and 11.57%, respectively. On
June 11, 2014, the Company’s name was changed to Zhejiang Ant Small and Micro
Financial Services Group Co., Ltd. (VL85 M4 @l i ES 4 B 45 FRZA 7). On the same
date, Mr. Jack Ma and Mr. Simon Shihuang Xie transferred their respective equity interests
in our Company to Hangzhou Junhan, which became the owner of 57.86% of our equity
interest.

In January 2015, Hangzhou Junhan transferred 4.61% of equity interest in our Company to
Shanghai Qizhan Investment Center (Limited Partnership), a limited partnership established
in China which focuses on private equity investment and is an independent third party.

2015 and 2016 Equity Transactions

In 2015, we conducted a round of equity financing and Shanghai Qizhan Investment Center
(Limited Partnership) transferred part of its equity interest in our Company to certain new
investors (the “2015 Equity Transactions”). Our registered capital increased to
approximately RMB1,353 million.

In 2016, we conducted another round of equity financing while Hangzhou Junhan and
Hangzhou Junao transferred part of their equity interests in our Company to certain new
investors (the “2016 Equity Transactions”). Our registered capital further increased to
approximately RMB1,459 million.

See “— Pre-[REDACTED] Investments’ and “— Capitalization of our Company” for
further details.

Conversion to Joint Stock Limited Liability Company

On December 16, 2016, shareholders of our Company resolved to convert our Company
from a limited liability company to a joint-stock limited liability company by way of
promotion in accordance with the PRC Company Law. Upon completion of all the required
procedures on December 28, 2016, our Company was converted into a joint-stock limited
liability company and was renamed Ant Small and Micro Financial Services Group Co.,
Ltdl. (W7 VLS 16 /) il < il 5 4 B 193 A BR A \]). In connection with the conversion, we
issued an aggregate of 15,000,000,000 Shares to our Company’s then 23 shareholders,
including Hangzhou Junhan, Hangzhou Junao, Shanghai Qizhan Investment Center (Limited
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Partnership) and 20 other investors that invested in our Company in the 2015 Equity
Transactions and the 2016 Equity Transactions, in proportion to their equity interests before
the conversion. These 23 shareholders are considered the promoters of our Company.

I ssuance of Ant International Class B shares

Since May 2018, Ant International has issued non-voting shares (“Ant International Class B
shares”) as offshore employee incentives. As of the Latest Practicable Date, there were
259,355,840 Ant International Class B shares outstanding which will be held in trust or as
nominee by BOCI Trustee (Hong Kong) Limited. Such Ant International Class B shares
will be redeemed by Ant International and H Shares (in the same number as the Ant
International Class B shares) will be subscribed for and issued to holders of the Ant
International Class B shares upon completion of the H Share [REDACTED]. See “—
Redemption and Subscription by Ant International Securities Holders” for further details.

2018 Equity Transactions

In July 2018, we conducted another round of equity financing and issued an aggregate of
201,247,162 Shares. At the same time, Hangzhou Junhan and Hangzhou Junao transferred
an aggregate of 266,358,322 Shares to certain investors that participated in the 2015 Equity
Transactions and the 2016 Equity Transactions and certain new investors at around the
same time (the “2018 Equity Transactions”). In July 2018, we also issued 560,000,000
Shares at par value of RMB1.00 per Share to Hangzhou Junhan for the purpose of
supporting our Share Economic Rights Plan and our Company’s registered capital increased
to approximately RMB15,761 million.

See “— Pre-[REDACTED] Investments” and “— Capitalization of our Company” for
further details.

2018 Offshore Equity Financing

In June 2018, Ant International issued an aggregate of 1,838,517,798 non-voting shares (the
“Ant International Class C shares’) to the Offshore Pre-[REDACTED] Investors (the “2018
Offshore Equity Financing”). These Ant International Class C shares will be redeemed by
Ant International and H Shares (in the same number as the Ant International Class C
shares) will be subscribed for and issued to holders of the Ant International Class C shares
upon completion of the H Share [REDACTED].

See “— Pre-[REDACTED] Investments,” “— Capitalization of our Company” and “—
Redemption and Subscription by Ant International Securities Holders” for further details.

Issuance of Shares to the Alibaba Group

In September 2019, pursuant to the SAPA, we issued 7,763,002,334 Shares to Hangzhou
Alibaba, a wholly-owned subsidiary of Alibaba, and our Company’s registered capital
increased to approximately RMB23,524 million. Ant International also issued 1,171,508,767
Ant International Class C shares to Taobao Holding Limited, a wholly-owned subsidiary of
Alibaba in September 2019. The consideration for the above issuance was approximately
RMB12,095 million. In addition, pursuant to the SAPA, Alibaba transferred certain
intellectual property and assets to us for an aggregate consideration of approximately
RMB12,204 million. The issuance of 7,763,002,334 Shares to Alibaba did not change the
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relationship between us and Alibaba and had no impact on our daily business operations.
The addition of two non-executive Directors recommended by Alibaba to our Board did not
change the balance of control at the Board level as the Board had seven members
immediately after such addition. Our Company was managed by the same core management
team before and after Alibaba’s receipt of the above equity interest in our Company. As
such, we do not consider the issuance Shares to Alibaba has caused material changes in the
management of our Company’s daily operations.

As of the Latest Practicable Date, Alibaba held our Shares and Ant International Class C
shares, through Hangzhou Alibaba and Taobao Holding Limited, respectively. Assuming the
redemption and subscription arrangement described in “— Redemption and Subscription by
Ant International Securities Holders” had been completed as of the Latest Practicable Date
such that all the Ant International Class B shares and the Ant International Class C shares,
including the Ant International Class C shares held by Taobao Holding Limited, are
redeemed and the same number of H Shares are issued, Alibaba's equity interest through
Hangzhou Alibaba and Taobao Holding Limited in our Company would be 33%.

Furthermore, pursuant to the SAPA as amended and related documents, Alibaba has an anti-
dilution right to subscribe for Shares under the [REDACTED] so that it may hold an
equity interest not exceeding 33% upon completion of the H Share [REDACTED] and the
A Share [REDACTED]. See “Structure of the H Share IPO” [REDACTED] for details of
Alibaba’s participation in the [REDACTED].

Under the SAPA, Alibaba has certain special rights including but not limited to the right to
recommend a certain number of our Directors, customary information rights, approval
rights over the size of our Board and certain actions of our Company and Alipay China. All
special rights of Alibaba will be terminated upon the earlier of the H Share [REDACTED]
or the A Share [REDACTED] and therefore, are expected to terminate on [REDACTED],
except for the customary information rights, which will continue after our [REDACTED]
but Alibaba will only receive our financial information on the date when we publicly
disclose such information.

I ssuance of Shares to Hangzhou Junhan

In June 2020, we issued 254,380,000 Shares at par value of RMB1.00 to Hangzhou Junhan
for the purpose of supporting our Share Economic Rights Plan and our registered capital
increased to approximately RMB23,779 million. Taking into consideration the 154,186,696
Shares Hangzhou Junao transferred to Hangzhou Junhan in February 2020, as of the Latest
Practicable Date, Hangzhou Junhan and Hangzhou Junao owned 29.86% and 20.66% of our
Shares, respectively, and together are our largest Shareholders.

Change of the Company’s Name

On July 13, 2020, the Company’s name was changed to Ant Group Co., Ltd. (#5i5R 5 4 M
JBe A BR A 7).
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Transfer of Hangzhou Yunbo's Equity I nterest

On August 18, 2020, Mr. Jack Ma entered into an equity transfer agreement with Mr. Eric
Jing, Mr. Simon Hu and Ms. Fang Jiang, pursuant to which, Mr. Jack Ma transferred 22%
equity interest in Hangzhou Yunbo, the executive partner and general partner of Hangzhou
Junhan and Hangzhou Junao, to each of Mr. Eric Jing, Mr. Simon Hu and Ms. Fang Jiang.
After such transfer of 66% equity interests, Mr. Jack Ma retained the remaining 34% equity
interest in Hangzhou Yunbo. Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang
Jiang also entered into the Concert Party Agreement on August 21, 2020. Pursuant to such
agreement and the articles of association of Hangzhou Yunbo, Mr. Jack Ma can, through his
control over resolutions passed at the general meetings of Hangzhou Yunbo which relate to
the exercise of right by Hangzhou Junhan and Hangzhou Junao as Shareholders, effectively
exercise control over the Shares held by Hangzhou Junhan and Hangzhou Junao and
accordingly, has ultimate control over our Company.

No changes were made to our Board or our core management team as a result of the
transfer of Hangzhou Yunbo's equity interest by Mr. Jack Ma, nor has it caused material
changes in the management of our daily operations. In addition, the Concert Party
Agreement imposes certain restrictions on the disposal of equity interest in Hangzhou
Yunbo held by its shareholders. See “Relationship with Controlling Shareholders — Our
Controlling Shareholders — Mr. Jack Ma and Other Shareholders of Hangzhou Yunbo” for
details.

Pre-[REDACTED] Investments

Overview

Set forth below is a summary of our few rounds of Pre-[REDACTED] Investments, namely
the 2015 Equity Transactions, the 2016 Equity Transactions, the 2018 Equity Transactions
and the 2018 Offshore Equity Financing.

The issuance of Shares to Hangzhou Alibaba and the Ant International Class C shares to
Taobao Holding Limited are not considered to be our pre-[REDACTED] investments.

Date of share Total Discount to
initial Date of last Approximate consideration  theH
subscription payment of Post-Investment  paid by the ~ Share
Round agreement  consideration Valuation investors  [REDACTED]®
(inRMB  (in US$
billions) billions)®  (in billions) (%)
2015 Equity Transactions June 15, 2015  August 27, 2015 260 43%  RMB19.2 [REDACTED]%
2016 Equity Transactions April 8,2016  April 22, 2016 390 60t RMB29.1  [REDACTED]%
2018 Equity Transactions May 29, 2018  June 27, 2018 %0 1509 RMB21.8
2018 Offshore Equity Financing®  May 16, 2018 June 22, 2018 US$10.3
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Notes:

(1) Based on the post-investment valuation and assuming (i) a foreign exchange rate of RMB0.9134 to
HK$1.00 or RMB7.0651 to US$1.00, as applicable, and (ii) the H Share [REDACTED] of
HK$[REDACTED] per H Share.

(2) Based on the foreign exchange rate as of the signing date of the subscription agreements for the 2015
Equity Transactions and the 2016 Equity Transactions for illustrative purpose and a foreign exchange rate
as agreed with the investors for the 2018 Equity Transactions and the 2018 Offshore Equity Financing in
the various share subscription or transfer agreements.

(3) Ant International Class C shares, which will be redeemed and the same number of H Shares will be
subscribed for and issued upon completion of the H Share [REDACTED]. See “— Redemption and
Subscription by Ant International Securities Holders” for further details.

(4)  The valuation has given pro forma effect to the issuance of certain shares to Alibaba and/or its subsidiaries
pursuant to SAPA.

(5)  The valuation has given pro forma effect to (i) the issuance of certain shares to Alibaba and/or its
subsidiaries pursuant to SAPA; (ii) the issuance of shares for the purpose of supporting our Share
Economic Rights Plan; (iii) the issuance of Ant International Class B shares for offshore employee
incentives purpose; and (iv) the redemption and subscription arrangement described in “— Redemption and
Subscription by Ant International Securities Holders.”

Principal Terms of the Pre-[REDACTED] | nvestments

Use of Proceeds from We utilized the entire proceeds that we received from the

the Pre-[REDACTED]  Onshore Pre-[REDACTED] Investors for the development and

Investments operation of our business, including but not limited to strategic
investments or acquisitions, new business and product
development, technology infrastructure, personnel recruitment
and sales and marketing, as well as other general corporate
purposes.

We utilized the entire proceeds that we received from the
Offshore Pre-[REDACTED] Investors for funding the
implementation of our globalization initiatives, including
investments, acquisitions and formation of alliances in various
overseas markets, repayment of offshore syndicated loans and
bank borrowings and purchase of IP, trademark and patent
related assets from Alibaba as part of the arrangement under the
SAPA and for working capital and general corporate purposes.

Strategic benefits of At the time of the Pre-[REDACTED] Investments, we were of

the Pre-[REDACTED] the view that our Company would benefit from the strategic

Investors brought to value that Pre-[REDACTED] Investors would bring to our

our Company business, the additional capital provided by the
Pre-[REDACTED] Investors' investments in our Company and
their knowledge relevant to our business.

Basis of determining The consideration for the Pre[REDACTED] Investments was

the consideration paid  determined based on arm’s length negotiations between our
Company and the Pre-[REDACTED] Investors after taking into
consideration the timing of the investments and the achievement
and prospects of our businesses then.

L ock-up Period For lock-up undertakings given by holders of Domestic Shares
in connection with the A Share [REDACTED], see “Share
Capital — Lock-up Undertakings” for details. For lock-up
undertakings given by existing Shareholders in connection with
the H Share [REDACTED], see “Underwriting” for further
details.
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Special Rights of the Pre-[REDACTED] Investors

Pursuant to our amended and restated shareholders agreement dated June 12, 2020 entered
into by the Company and other parties (the “ Shareholders Agreement”), and the shareholder
agreement of Ant International dated June 7, 2018 entered into by Ant International and
other parties (the “Ant International Shareholders Agreement”), the Pre-[REDACTED]
Investors were granted certain special rights in relation to the Company, including, among
others, customary rights of first refusal, pre-emptive rights and information rights. The
special rights provided in the Shareholders Agreement and the Ant International
Shareholders Agreement will terminate effective upon the earlier of the H Share
[REDACTED] or the A Share [REDACTED] and therefore, are expected to terminate on
[REDACTED], in accordance with the respective terms of the Shareholders Agreement and
the Ant International Shareholders Agreement.

Compliance with Interim Guidance and Guidance Letters

The Joint Sponsors confirm that the Pre-[REDACTED] Investments are in compliance with
Guidance Letter HKEx-GL29-12 issued by the Hong Kong Stock Exchange in January 2012
and updated in March 2017, Guidance Letter HKEx-GL43-12 issued by the Hong Kong
Stock Exchange in October 2012 and updated in July 2013 and March 2017 and Guidance
Letter HKEx-GL44-12 issued by the Hong Kong Stock Exchange in October 2012 and
updated in March 2017.

Redemption and Subscription by Ant International Securities Holders

Redemption of Ant International Class C shares and subscription for H Shares by
holders of Ant International Class C shares

In the 2018 Offshore Equity Financing, Ant International issued and sold an aggregate of
1,838,517,798 Ant International Class C shares to the Offshore Pre-[REDACTED]
Investors for cash consideration of approximately US$10.3 billion. In September 2019, Ant
International also issued 1,171,508,767 Ant International Class C shares to Taobao Holding
Limited, a wholly-owned subsidiary of Alibaba. As part of the arrangements with the
Offshore Pre-[REDACTED] Investors and Alibaba, we agreed to facilitate the exchange of
these Ant International Class C shares into our H Shares at the time of our H Share
[REDACTED] on a one-for-one basis, through the redemption and subscription mechanism
as described below.

Pursuant to the arrangements with the Offshore Pre-[REDACTED] Investors and Alibaba,
Ant International will redeem the Ant International Class C shares and the same number of
H Shares will be subscribed for by and issued to the holders of Ant International Class C
shares, thereby effecting an exchange of Ant International Class C shares into H Shares on
a one-for-one basis. Concurrently, certain Ant International Class C Shares held by Taobao
Holding Limited will be surrendered and cancelled so that a total of 1,158,572,686 Ant
International Class C Shares will be redeemed and the same number of H Shares will be
issued to Taobao Holding Limited. Both the redemption and the subscription will be at the
H Share [REDACTED] (the “Class C Redemption and Subscription”). The Class C
Redemption and Subscription will take place upon the completion of our H Share
[REDACTED]. In connection with the Class C Redemption and Subscription, we will issue
in aggregate 2,997,090,484 H Shares representing approximately 12.60% and
[REDACTED]% of our total issued share capital immediately prior to and immediately
following the H Share [REDACTED] and the A Share [REDACTED] (without taking into
account any exercise of the [REDACTED)]), respectively and approximately
[REDACTED]% of our total number of issued H Shares immediately following the H
Share [REDACTED].
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Redemption of Ant International Class B shares and subscription of H Shares by holders
of Ant International Class B shares

In 2018, we restructured our offshore employee incentives with Ant International issuing
Ant International Class B shares to support our offshore employee incentives. Ant
International also implemented an ESOP plan, the Pre-[REDACTED] Offshore ESOP Plan,
pursuant to which we granted awards in the form of RSUs and/or SARs to certain eligible
participants of the ESOP plan including employees and directors of, and consultants
engaged by, members of our Group and our associates and Alibaba and its subsidiaries,
with Ant International Class B shares as the underlying shares. As of the Latest Practicable
Date, there were 259,355,840 outstanding Ant International Class B shares and they will be
held in trust or as nominee by BOCI Trustee (Hong Kong) Limited.

Pursuant to the terms of the Ant International Class B shares, Ant International will effect
an exchange of Ant International Class B shares into H Shares on a one-for-one basis by
way of redemption and the holders of the Ant International Class B shares shall subscribe
for the same number of H Shares. Both the redemption and the subscription will be at the
H Share [REDACTED] (the “Class B Redemption and Subscription,” and together with the
Class C Redemption and Subscription, the “Redemption and Subscription”). We intend to
effect the Class B Redemption and Subscription on a group basis, with all H Shares issued
in connection with the redemption of Ant International Class B shares to be held by BOCI
Trustee (Hong Kong) Limited as trustee or nominee.

As aresult of the Class B Redemption and Subscription, we will issue in aggregate
259,355,840 H Shares representing approximately 1.09% and [REDACTED]% of our total
issued share capital immediately prior to and immediately following the H Share
[REDACTED] and the A Share [REDACTED] (without taking into account any exercise
of the [REDACTED]), respectively and approximately [REDACTED]% of our total
number of issued H Shares immediately following the H Share [REDACTED] and without
taking into account any exercise of the H share [REDACTED]).

Mechanism for effecting the Redemption and Subscription

The redemption and subscription mechanisms for the Ant International Class C shares and
the Ant International Class B shares are the same.

Ant International will use available resources from the Company, including utilizing funds
from liquidity facilities provided by third parties, to redeem the Ant International Class C
shares and Ant International Class B shares for cash, and the holders of such shares would
use the redemption proceeds to subscribe for H Shares. The amount of redemption proceeds
and the subscription amount are both equal to the H Share [REDACTED] multiplied by the
number of H Shares subscribed for and issued, or approximately HK$[REDACTED]
million in aggregate (based on H Share [REDACTED] of HK$[REDACTED]). The funds
paid for the redemption will be directly applied to the subscription of the H Shares, so that
the Redemption and Subscription would be completed without holders of Ant International
Class C shares and Ant International Class B shares paying any additional subscription
amount. The proceeds from the subscription of H Shares will be fully utilized to settle the
funding of the redemption amount. The Redemption and Subscription will take place at the
same time as the completion of the H Share [REDACTED].
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Effect of the Redemption and Subscription

Other than the payment of certain miscellaneous administrative fees, the Redemption and
Subscription will have no cash impact on our Company, as the funds paid by Ant
International to redeem the Ant International Class B shares and Ant International Class C
shares will immediately be used by such holders to subscribe for our H Shares and such
amounts are equal.

In connection with the Redemption and Subscription, we will issue 3,256,446,324 H Shares
representing approximately 13.69% and [REDACTED]% of our total issued share capital
immediately prior to and immediately following the H Share [REDACTED] and the A
Share [REDACTED] (without taking into account any exercise of the [REDACTED]),
respectively and approximately [REDACTED]% of our total number of issued H Shares
immediately following the H Share [REDACTED] and without taking into account any
exercise of the H Share [REDACTED]).

Capitalization of Our Company

The following table sets out the shareholding structure of our Company and Ant
International as of the date of this document and our shareholding structure upon
completion of the H Share [REDACTED] and the A Share [REDACTED], assuming the
[REDACTED] are not exercised:

Immediately
before the
Redemption Upon completion of the H Share
As of the date of and [REDACTED] and the A Share
this document Subscription [REDACTED]
Timing of Number of
becoming a Ant
Shareholder or International
Round of Class B/ Number of A Number of
Pre-[REDACTED]  Number of ~ Ownership Class C Shares H Shares  Ownership
Shareholders Investment Shares owned  percentage shares owned owned owned  percentage
Hangzhou Junhan June 2014 7,100,807,353 29.86% -
Hangzhou Junao January 2013 4911,619,577 20.66% - [REDACTED) [REDACTED)
Alibaba Group® September 2019 7,763,002,334 32.65% 1,158,572,686% [REDACTED] [REDACTED)
Trustees/nominees' N/A® - - 259,355,840 |[REDACTED]  [REDACTED]  [REDACTED]
Onshore Pre-[REDACTED]
Investors:
National Council for Social 2015 Equity
Security Fund® Transactions 698,966,840 2.94% —  [REDACTED]  [REDACTED]  [REDACTED]
Zhifu (Shanghai) Investment 2016 Equity
Center (Limited Partnership)®  Transactions 461,354,708 1.94% - [REDACTED]  [REDACTED]  [REDACTED]
Shanghai Zhongfu Equity 2015 Equity
Investment Management Center Transactions and
(Limited Partnership)®” 2018 Equity
Transactions 307,611,214 1.29% - [REDACTED]  [REDACTED]  [REDACTED]
China Life Insurance (Group) 2015 Equity
Company® Transactions and
2016 Equity
Transactions 249,400,603 1.05% - [REDACTED]  [REDACTED]  [REDACTED]
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Immediately
before the
Redemption Upon completion of the H Share
As of the date of and [REDACTED] and the A Share
this document Subscription [REDACTED]
Timing of Number of
becoming a Ant
Shareholder or International
Round of Class B/ Number of A Number of
Pre-[REDACTED] ~ Number of  Ownership Class C Shares H Shares  Ownership
Shareholders Investment Shares owned  percentage shares owned owned owned  percentage
Shanghai Qihong Investment 2016 Equity
Center (Limited Partnership)”  Transactions 247,947,076 1.04% - [REDACTED]  [REDACTED]  [REDACTED]
Shanghai Qizhan Investment January 23,
Center (Limited Partnership)”  2015(% 240,162,546 1.01% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing Jingguan Investment 2016 Equity
Center (Limited Transactions and
Partnership) ¥ 2018 Equity
Transactions 218,337,790 0.92% - [REDACTED]  [REDACTED]  [REDACTED]
Hainan CCB Capital Conglin
Fund Partnership (Limited 2016 Equity
Partnership) ) Transactions 190,284,963 0.80% - [REDACTED]  [REDACTED]  [REDACTED]
China Pacific Insurance Co., 2015 Equity
Ltd.®? Transactions,
2016 Equity
Transactions and
2018 Equity
Transactions 173,661,636 0.73% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing China Post Investment 2015 Equity
Center (Limited Transactions,
Partnership) ™ 2016 Equity
Transactions and
2018 Equity
Transactions 164,172,335 0.69% - [REDACTED]  [REDACTED]  [REDACTED]
Shanghal Yunfeng Xincheng
Investment Center (Limited 2016 Equity
Partnership)” Transactions 155,687,692 0.65% —  [REDACTED]  [REDACTED]  [REDACTED]
PICC Capital Investment 2015 Equity
Management Co., Ltd.* Transactions and
2016 Equity
Transactions 128,091,283 0.54% - [REDACTED]  [REDACTED]  [REDACTED]
New China Life Insurance 2015 Equity
Company Ltd.®® Transactions and
2016 Equity
Transactions 99,479,107 0.42% - [REDACTED]  [REDACTED]  [REDACTED]
Shanghai Financial Sector 2015 Equity
Investment Fund 1 (1) Transactions,
(Limited Partnership)*® 2016 Equity
Transactions and
2018 Equity
Transactions 84,698,808 0.36% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing Innovative Growth 2015 Equity
Enterprises Management Co.,  Transactions,
Ltd. ™ 2016 Equity
Transactions and
2018 Equity
Transactions 71,199,073 0.30% - [REDACTED]  [REDACTED]  [REDACTED]
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Immediately
before the
Redemption Upon completion of the H Share
As of the date of and [REDACTED] and the A Share
this document Subscription [REDACTED]
Timing of Number of
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Chunhua Jingxin (Tianjin)
Investment Center (Limited 2015 Equity
Partnership)® Transactions 70,648,061 0.30% —  [REDACTED]  [REDACTED]  [REDACTED]
Shanghai Jingyi Investment 2015 Equity
Center (Limited Partnership)®  Transactions 62,808,757 0.26% - [REDACTED]  [REDACTED]  [REDACTED]
China Life Insurance Co., Ltd® 2018 Equity
Transactions 56,689,342 0.24% - [REDACTED]  [REDACTED]  [REDACTED]
Suzhou Industrial Park Xinyuan 2015 Equity
Guangyi Investment Center Transactions,
(Limited Partnership)®) 2016 Equity
Transactions and
2018 Equity
Transactions 47,999,714 0.20% - [REDACTED]  [REDACTED]  [REDACTED]
Chunhua Rongxin (Tianjin)
Equity Investment Fund
Partnership (Limited 2018 Equity
Partnership)*® Transactions 45,351,473 0.19% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing Qianshun Investment Co., 2018 Equity
Ltd.@ Transactions 42,517,006 0.18% - [REDACTED]  [REDACTED]  [REDACTED]
China International Television 2018 Equity
Corporation® Transactions 42,517,006 0.18% - [REDACTED]  [REDACTED]  [REDACTED]
Chunhua Jingxin Jingfu (Tianjin)
Investment Center (Limited 2016 Equity
Partnership)*® Transactions 40,363,477 0.17% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing CICC Alpha V Equity
Investment Partnership 2016 Equity
(Limited Partnership)®®? Transactions 28,831,046 0.12% - [REDACTED]  [REDACTED]  [REDACTED]
Tohigh Capital Investment & 2018 Equity
Management Co., Ltd.*® Transactions 28,344,671 0.12% - [REDACTED]  [REDACTED]  [REDACTED]
Tebon StarRay Co. Ltd. ) 2018 Equity
Transactions 17,006,802 0.07% - [REDACTED]  [REDACTED]  [REDACTED]
Beijing Yingyi Internet 2018 Equity
Technology Co., Ltd.® Transactions 14,172,335 0.06% - [REDACTED]  [REDACTED]  [REDACTED]
Shanghai Shihong Investment 2016 Equity
Center(Limited Partnership)®®  Transactions 9,225,934 0.04% - [REDACTED]  [REDACTED]  [REDACTED]
Hainan CCB Capita Project 2018 Equity
Fund | Partnership” Transactions 5,668,934 0.02% - [REDACTED]  [REDACTED]  [REDACTED]
Offshore Pre-[REDACTED]
Investors:
Gamnat Pte. Ltd.®® 2018 Offshore
Equity
Financing®®® - - 76638591  [REDACTED]  [REDACTED]  [REDACTED]
Tetrad Ventures Pte Ltd®® 2018 Offshore
Equity
Financing®® - - 62388591  [REDACTED]  [REDACTED]  [REDACTED]
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Pantal Juara Investments 2018 Offshore
Limited®®® Equity
Financing®® - - 115864,527  [REDACTED]  [REDACTED]  [REDACTED]
WP Capital Investment, L.PE? 2018 Offshore
Equity
Financing®® - - 101,614,527  [REDACTED]  [REDACTED]  [REDACTED]
Canada Pension Plan Investment 2018 Offshore
Board®? Equity
Financing®®® - - 106,951,871  [REDACTED]  [REDACTED]  [REDACTED]
SL Elephant Holdco Limited®® 2018 Offshore
Equity
Financing®® - - 106,951,871  [REDACTED]  [REDACTED]  [REDACTED]
CA Fourmi Investments®®® 2018 Offshore
Equity
Financing®® - - 89126559  [REDACTED]  [REDACTED]  [REDACTED]
Evans Investments Pte. Ltd.®¥ 2018 Offshore
Equity
Financing®®® - - 53475935  [REDACTED]  [REDACTED]  [REDACTED]
Glittertind Investments Pte. 2018 Offshore
Ltd.®) Equity
Financing®® - - 35650,623  [REDACTED]  [REDACTED]  [REDACTED]
General Atlantic Singapore 2018 Offshore
Commander Pte. Ltd. ¥ Equity
Financing®® - - 89126559  [REDACTED]  [REDACTED]  [REDACTED]
Funds and accounts advised or
subadvised by T. Rowe Price 2018 Offshore
Associates, Inc. or T. Rowe Equity
Price Hong Kong Limited®®  Financing®® - - 89126559  [REDACTED]  [REDACTED]  [REDACTED]
Giant Sports Limited®®” 2018 Offshore
Equity
Financing®® - - 80213903  [REDACTED]  [REDACTED]  [REDACTED]
Anchor Innovation Limited®® 2018 Offshore
Equity
Financing®®® - - 71,301,247  [REDACTED]  [REDACTED]  [REDACTED]
Clouse SA., acting for the 2018 Offshore
account of its Compartment Equity
4169 Financing®®® - - 71212121  [REDACTED]  [REDACTED]  [REDACTED]
Growth Succession Limited“® 2018 Offshore
Equity
Financing®® - - 62383591  [REDACTED]  [REDACTED]  [REDACTED]
PV Orange Limited®“? 2018 Offshore
Equity
Financing®®® - - 62383591  [REDACTED]  [REDACTED]  [REDACTED]
Funds and accounts managed by 2018 Offshore
direct and indirect subsidiaries Equity
of BlackRock, Inc.*? Financing®® - - 47237076  [REDACTED]  [REDACTED]  [REDACTED]
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Scottish Mortgage Investment 2018 Offshore
Trust plc®® Equity
Financing®®® - - 44563279  [REDACTED]  [REDACTED]  [REDACTED]
The Monks Investment Trust 2018 Offshore
plcd Equity
Financing®® - - 2139037  [REDACTED]  [REDACTED]  [REDACTED]
BPAF Limited¥ 2018 Offshore
Equity
Financing®® - - 29978808  [REDACTED]  [REDACTED]  [REDACTED]
PV Internet Holdings LLC“® 2018 Offshore
Equity
Financing®® - - 14584472  [REDACTED]  [REDACTED]  [REDACTED]
DG-ANT LP\“® 2018 Offshore
Equity
Financing(®® - - 42780748  [REDACTED]  [REDACTED]  [REDACTED]
Funds and accounts advised by
Fidelity Management & 2018 Offshore
Research Company or its Equity
affiliate™” Financing®® - - 42350,267  [REDACTED]  [REDACTED]  [REDACTED]
Antenna DF Holdings, LP“® 2018 Offshore
Equity
Financing®® - - 26737967  [REDACTED]  [REDACTED]  [REDACTED]
SC GGF 111 Holdco, Ltd.“) 2018 Offshore
Equity
Financing®® - - 26737967  [REDACTED]  [REDACTED]  [REDACTED]
Ample Era Investments 2018 Offshore
Limited®® Equity
Financing®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Fourmy Pte. Ltd®Y 2018 Offshore
Equity
Financing(®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Coatue PE Asia XIIl LLC® 2018 Offshore
Equity
Financing®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Intime International Holdings 2018 Offshore
Limited®? Equity
Financing®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Kofu International Limited®® 2018 Offshore
Equity
Financing(®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Tahoe Ltd®" 2018 Offshore
Equity
Financing®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
Credit Suisse AG, Singapore 2018 Offshore
Branch®® Equity
Financing®® - - 14260249  [REDACTED]  [REDACTED]  [REDACTED]
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Active Noble Limited®® 2018 Offshore
Equity
Financing®®® - - 8,912,655  [REDACTED]  [REDACTED]  [REDACTED]
Hutchison Whampoa Europe 2018 Offshore
Investments S.ar.l.” Equity
Financing(®® - - 8912655  [REDACTED]  [REDACTED]  [REDACTED]
Moraine Master Fund, LP®® 2018 Offshore
Equity
Financing®® - - 623885  [REDACTED]  [REDACTED]  [REDACTED]
Falcon CI V, LLC®® 2018 Offshore
Equity
Financing®®® - - 2673796 [REDACTED]  [REDACTED]  [REDACTED]
Athena Investment Limited®® 2018 Offshore
Equity
Financing(®® - - 6238859  [REDACTED]  [REDACTED]  [REDACTED]
Sinovation Fortune Limited®® 2018 Offshore
Equity
Financing®® - - 5347593  [REDACTED]  [REDACTED]  [REDACTED]
Domenick Limited®? 2018 Offshore
Equity
Financing®® - - 1782531  [REDACTED]  [REDACTED]  [REDACTED]
GGV Capital Holdings, L.L.C.%2 2018 Offshore
Equity
Financing(®® - - 3565062  [REDACTED]  [REDACTED]  [REDACTED]
HS Investments AP10 Limited® 2018 Offshore
Equity
Financing®® - - 28520499  [REDACTED]  [REDACTED]  [REDACTED]
HS Investments WT Limited® 2018 Offshore
Equity
Financing®®® - - 4,456,328  [REDACTED]  [REDACTED]  [REDACTED]
Platinum Lotus B 2018 RSC 2018 Offshore
Limited®? Equity
Financing(®® - - 35650624  [REDACTED]  [REDACTED]  [REDACTED]
Public Investment Fund®® 2018 Offshore
Equity
Financing®® - - 35650624  [REDACTED]  [REDACTED]  [REDACTED]
Talent Science Limited®" 2018 Offshore
Equity
Financing®® - - 17825311  [REDACTED]  [REDACTED]  [REDACTED]
[REDACTED] Shareholders:
A Share Holders A Share
[REDACTED] - - ~  [REDACTED]  [REDACTED]  [REDACTED]
H Share Holders H Share
[REDACTED] - - - [REDACTED]  [REDACTED]  [REDACTED]
Total 23,778,629,496 100.0% 3,256,446,324  [REDACTED] [REDACTED]  [REDACTED]
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Notes:
(1) [REDACTED]
(2) [REDACTED]

(3) Asof the Latest Practicable Date, Alibaba, through Hangzhou Alibaba, its wholly-owned subsidiary, held
7,763,002,334 Shares and through Taobao Holding Limited, its wholly-owned subsidiary, held
1,171,508,767 Ant International Class C shares. Certain Ant International Class C shares held by Taobao
Holding Limited will be surrendered and cancelled so that a total of 1,158,572,686 Ant International Class
C shares will be redeemed and the same number of H Shares will be issued to Taobao Holding Limited.
Assuming the redemption and subscription arrangement described in “— Redemption and Subscription by
Ant International Securities Holders” had been completed as of the Latest Practicable Date such that all
the Ant International Class B shares and the Ant International Class C shares, including the Ant
International Class C shares held by Taobao Holding Limited, are redeemed and the same number of H
Shares are issued, Alibaba's equity interest through Hangzhou Alibaba and Taobao Holding Limited in our
Company would be 33%. See “— Redemption and Subscription by Ant International Securities Holders”
for further details. Pursuant to the SAPA as amended in 2020 and related documents, Alibaba has an anti-
dilution right to subscribe for Shares under the [REDACTED].

(4) BOCI Trustee (Hong Kong) Limited as trustee or nominee will hold 259,355,840 Ant International Class B
shares immediately before the H Share [REDACTED]. These Ant International Class B shares will be
redeemed and the same number of H Shares will be subscribed for and issued to BOCI Trustee (Hong
Kong) Limited as trustee or nominee upon completion of the H Share [REDACTED]. See “— Redemption
and Subscription by Ant International Securities Holders” for further details.

(5) National Social Security Fund is a state-run investment fund established primarily to provide a fund
reserve for China's social security system. The fund is managed by the National Council for Social
Security Fund.

(6)  Zhifu (Shanghai) Investment Center (Limited Partnership) is a China-based limited partnership engaged in
investment activities and managed by CICC Zhide Equity Investment Management Co., Ltd., an indirect
wholly-owned subsidiary of China International Capital Corporation Limited, a company listed on the
Hong Kong Stock Exchange (Stock Code: 3908).

(7)  Shanghai Qizhan Investment Center (Limited Partnership), Shanghai Zhongfu Equity Investment
Management Center (Limited Partnership), Shanghai Jingyi Investment Center (Limited Partnership),
Shanghai Qihong Investment Center (Limited Partnership) and Shanghai Yunfeng Xincheng Investment
Center (Limited Partnership) are China-based limited partnerships engaged in investment activities and
controlled by Shanghai Zhongfu Asset Management Center (Limited Partnership).

(8) China Life Insurance (Group) Company is a state-owned financial and insurance company in China. China
Life Insurance Co., Ltd., a company listed on the New York Stock Exchange (NY SE Ticker: LFC), the
Shanghai Stock Exchange (Stock Code: 601628) and the Hong Kong Stock Exchange (Stock Code: 2628),
is a subsidiary of China Life Insurance (Group) Company.

(9)  On January 23, 2015, Hangzhou Junhan transferred 4.61% of equity interest in our Company to Shanghai
Qizhan Investment Center (Limited Partnership), a limited partnership established in China which focuses
on private equity investment and is an independent third party. Part of the equity interest held by Shanghai
Qizhan Investment Center (Limited Partnership) was subsequently transferred to other investors in the
2015 Equity Transactions.

(10) Beijing Jingguan Investment Center (Limited Partnership) is a China-based limited partnership engaged in
investment activities.

(11) Hainan CCB Capital Conglin Fund Partnership (Limited Partnership) is a China-based limited partnership
engaged in investment activities, the executive partners of which are CCB (Beijing) Investment Fund
Management Co., Ltd. and Chunhua Jingshi Jingfu (Tianjin) Investment Management Partnership (Limited
Partnership).
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(12) China Pacific Life Insurance Co., Ltd. is an insurance company in China. The majority shareholder of
China Pacific Life Insurance Co., Ltd. is China Pacific Insurance (Group) Co., Ltd., a company listed on
the London Stock Exchange (Stock Code: CPIC), the Shanghai Stock Exchange (Stock Code: 601601) and
the Hong Kong Stock Exchange (Stock Code: 2601).

(13) Beijing China Post Investment Center (Limited Partnership), a subsidiary of China Post Group Corporation
Limited (China Post Group Co., Ltd.), is a China-based limited partnership engaged in investment
activities.

(14) PICC Capital Investment Management Co., Ltd. is a wholly-owned subsidiary of the People’'s Insurance
Company (Group) of China Limited, a company listed on the Shanghai Stock Exchange (Stock Code:
601319) and the Hong Kong Stock Exchange (Stock Code: 1339).

(15) New China Life Insurance Company Ltd. is an insurance company in China and is a company listed on the
Shanghai Stock Exchange (Stock Code: 601336) and the Hong Kong Stock Exchange (Stock Code: 1336).

(16) Shanghai Financial Sector Investment Fund Il (I) (Limited Partnership) is a China-based limited
partnership engaged in investment activities and controlled by Shanghai GP Financial Capital Co,. Ltd.

(17) Beijing Innovative Growth Enterprises Management Co., Ltd is a China-based corporate management
company and wholly-owned by China Development Innovation Capital Investment Co., Ltd., which is
controlled by China Development Bank.

(18) Chunhua Jingxin (Tianjin) Investment Center (Limited Partnership), Chunhua Jingxin Jingfu (Tianjin)
Investment Center (Limited Partnership) and Chunhua Rongxin (Tianjin) Equity Investment Fund
Partnership are China-based limited partnerships engaged in investment activities and managed by
Chunhua Qiushi (Tianjin) Equity Investment Management Co., Ltd.

(19) Suzhou Industrial Park Xinyuan Guangyi Investment Center (Limited Partnership) is previously known as
Suzhou Industrial Park National Development Xinyuan Investment Center (limited Partnership). Suzhou
Industrial Park Xinyuan Guangyi Investment Center (Limited Partnership) is a China-based limited
partnership engaged in investment activities and managed by CDB Capital FOF Management Co., Ltd.

(20) Beijing Qianshun Investment Co., Ltd. is a China-incorporated company engaged in investment activities
and controlled by China Investment Corporation, a state-owned sovereign wealth fund.

(21) The controlling shareholder and actual controller of China International Television Corporation is China
Central Television, which is a public institution under the supervision of State Council of the PRC.

(22) Beijing CICC Alpha V Equity Investment Partnership (Limited Partnership) is managed by Xinjiang CICC
Alpha Equity Investment Management Co., Ltd., which is a wholly-owned subsidiary of CICC Alpha
(Beijing) Investment Fund Management Co., Ltd., which is in turn a joint venture of CICC Capital
Operations Co., Ltd., a wholly-owned subsidiary of China International Capital Corporation Limited, a
company listed on the Hong Kong Stock Exchange (Stock Code: 3908).

(23) Tohigh Capital Investment & Management Co., Ltd. is a China-incorporated company engaged in
investment activities and is controlled by Tohigh Holdings Co., Ltd., a China-based conglomerate.

(24) Tebon StarRay Co. Ltd. is a China-incorporated company engaging in investment activities and wholly-
owned by Tebon Securities Co. Ltd., a securities firm.

(25) Beijing Yingyi Internet Technology Co., Ltd., is a China-incorporated company engaging in investment
activities and controlled by Shanghai Jukun Network Technology Co., Ltd.

(26) Shanghai Shihong Investment Center (Limited Partnership) is a China-based limited partnership engaged in
investment activities and managed by E fund overseas investment (Shenzhen) Co., Ltd.

(27) Hainan CCB Capital Project Fund | Partnership is a China-based limited partnership engaged in investment
activities and managed by CCB (Beijing) Investment Fund Management Co., Ltd.

(28) Tetrad Ventures Pte Ltd. is a private limited company incorporated in Singapore. Tetrad Ventures Pte Ltd.
is wholly-owned by GIC (Ventures) Private Limited and managed by GIC Special Investments Private
Limited, which in turn is wholly-owned by GIC Private Limited (“GIC”). Gamnat Pte Ltd. is a private
limited company incorporated in Singapore. Gamnat Pte Ltd. is wholly-owned by Eurovest Private Limited
and managed by GIC Asset Management Private Limited, which in turn is wholly-owned by GIC.
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(29)

(30)

(31)

(32)

(33)

(34)

(39)

(36)

(37

(38)

(39)

(40)

(41)

(42)

Pantai Juara Investments Limited is a wholly-owned subsidiary of Khazanah Nasional Berhad
(“Khazanah”). Khazanah is the sovereign wealth fund of Malaysia tasked with growing the long-term
wealth of the nation. Khazanah invests in companies and assets across multiple sectors and geographies.
Khazanah was incorporated under the Companies Act 1965 on 3 September 1993 as a public limited
company. Except for one share owned by the Federal Lands Commissioner, all the share capital of
Khazanah is owned by the Minister of Finance Incorporated, a body pursuant to the Ministry of Finance
(Incorporation) Act 1957.

WP Capital Investment, L.P. is indirectly wholly-owned by private equity funds managed by Warburg
Pincus LLC. Warburg Pincus LLC is a leading global private equity firm focused on growth investing.

Canada Pension Plan Investment Board (“CPP Investments”) is a professional investment management
organization that invests around the world in the best interests of the more than 20 million contributors
and beneficiaries of the Canada Pension Plan.

SL Elephant Holdco Limited is an investment holding company incorporated under the laws of the Cayman
Islands. SL Elephant Holdco Limited is controlled by its member, Silver Lake Partners V Cayman, L.P,,
which is controlled by its general partner, Silver Lake Technology Associates V Cayman, L.P, which isin
turn controlled by its general partner, Silver Lake (Offshore) AIV GPV, Ltd., which is advised by Silver
Lake Group, L.L.C. which is a global technology investment firm.

CA Fourmi Investments is wholly owned by CAP IV AIV Mauritius Limited, CAP IV Coinvest AV
Mauritius Limited and Carlyle Fourmi Co-Investment Limited (collectively, the “Funds’). The Funds are
investment funds managed and advised by affiliated entities of the Carlyle Group Inc. (“Carlyle”). The
Funds, by and through its control affiliates including their respective general partners, are ultimately
controlled (directly or indirectly) by Carlyle, a public entity listed on Nasdaqg (ticker symbol: CG).

Evans Investments Pte. Ltd. and Glittertind Investments Pte. Ltd. are wholly-owned entities of Temasek,
which are used for investment holding activities. Temasek is an investment company with an investment
portfolio covering a broad spectrum of industries, which include: financial services; telecommunications,
media and technology; consumer and real estate; transportation and industrials; life sciences and
agribusiness; and energy and resources.

General Atlantic Singapore Commander Pte. Ltd. is a private company limited by shares, incorporated
under laws of Singapore. It is wholly-owned by General Atlantic Singapore Fund Pte. Ltd.

T. Rowe Price Associates, Inc. provides investment management services to mutual funds, pooled
investment vehicles and individual and institutional accounts. For most clients, T. Rowe Price Associates,
Inc. exercises investment discretion and has the authority to select securities consistent with clients’
investment guidelines. T. Rowe Price Associates, Inc. is an investment advisor registered under the
Investment Advisors Act of 1940, as amended and is a wholly-owned subsidiary of T. Rowe Price Group,
Inc. (NASDAQ: TROW). T. Rowe Price Hong Kong Limited is an indirect wholly-owned subsidiary of T.
Rowe Price Associates, Inc.

Giant Sports Limited, a company incorporated under the laws of the British Virgin Islands, is an
investment holding company and a wholly-owned subsidiary of YF Fintech Fund |, L.P. Talent Science
Limited, a company incorporated under the laws of the British Virgin Islands, is an investment holding
company and a wholly-owned subsidiary of YF Fintech Fund I, L.P. The general partner of each of YF
Fintech Fund I, L.P. and YF Fintech Fund Il, L.P. is YF Fintech GP I, Ltd. Mr. Feng Yu is the sole
shareholder of YF Fintech GP I, Ltd.

Anchor Innovation Limited is an investment company established in the Cayman Islands and advised by
Janchor Partners Limited, a company licensed by the SFC to conduct asset management and a long-term
industrialist investor.

Clouse S.A., for the account of its Compartment 41, is a public limited liability company existing under
the laws of the Grand Duchy of Luxembourg as a securitization company.

Growth Succession Limited is wholly-owned by Boyu Capital Fund Ill, L.P, an exempted limited
partnership registered in the Cayman Islands. Boyu Capital Fund 11, L.P. is managed by Boyu Capital.

PV Orange Limited is owned by a Primavera Capital Group (“Primavera’) managed investment
partnership. Primavera is a leading China-based global investment management firm.

Such funds and accounts are managed by the investment subsidiaries of BlackRock, Inc. (*BlackRock™),

which have investment management power over such funds and accounts. BlackRock is listed on the New
York Stock Exchange (stock code: BLK).
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(43)

(44)

(45)

(46)

(47)

(48)

(49)

(50)

(51)

(52)

(53)

(54)

(55)

Scottish Mortgage Investment Trust PLC is an actively managed, low cost investment trust listed on the
London Stock Exchange (stock code: SMT) which aims to maximize total returns by investing in a high
conviction, global portfolio of public and private growth companies over the long term. The Monks
Investment Trust PLC is an actively managed, low cost investment trust listed on the London Stock
Exchange (stock code: MNKS) which aims to deliver above average long term returns for shareholders by
investing principally in a global portfolio of public companies together with a small proportion of private
companies. Both Scottish Mortgage Investment Trust PLC and The Monks Investment Trust PLC are
managed by Baillie Gifford, an independent investment partnership founded in Edinburgh, Scotland in
1908.

BPAF Limited is an investment company established in the Cayman Island. BPAF is primarily focused on
investing in the technology sector. It is a pooled investment vehicle in which no participant holds more
than a 12% interest.

Coatue PE Asia XIIl LLC and PV Internet Holdings LLC are managed by Coatue Management, L.L.C. as
the investment manager. The sole owner of Coatue Management, L.L.C. is Coatue Management Partners
L.P, for which Coatue Management Partners GP L.L.C. serves as general partner. Mr. Philippe Laffont
serves as managing member of Coatue Management Partners GP L.L.C.

DG-ANT LP, is a Delaware, USA, limited partnership whose general partner is DG-ANT GP LLC and
whose investment manager is Discovery Capital Management, LLC. (“Discovery”). Founded in 1999,
Discovery specializes in multi-asset class investing across global financial markets.

These funds and accounts are advised or sub-advised by a group of companies collectively known as
Fidelity Investments.

Antenna DF Holdings, LP is an advisory client of, and controlled by, Dragoneer Investment Group, LLC.
Dragoneer Investment Group, LLC, a San Francisco-based growth-oriented investment firm, is an
investment advisor registered with the Securities and Exchange Commission.

SC GGF Il Holdco, Ltd. is an exempted company with limited liability incorporated under the laws of the
Cayman Islands. Its sole shareholder is Sequoia Capital Global Growth Fund 11l — Endurance Partners,
L.P, an investment fund whose primary purpose is to make equity investments in private companies. The
general partner of Sequoia Capital Global Growth Fund |1l — Endurance Partners, L.P. is SCGGF Il —
Endurance Partners Management, L.P., whose general partner is SC US (TTGP), Ltd.

Ample Era Investments Limited is an indirect wholly-owned subsidiary of Charoen Pokphand Group Co.,
Ltd. which, through its subsidiaries, is engaged in a wide range of businesses covering all ASEAN
countries, China, Europe and the United States of America, including agro-industrial, food, retail and
distribution, telecommunications, information and communications technology, logistics, finance and
pharmaceutical.

Fourmy Pte. Ltd is a private limited company incorporated, existing and managed in Singapore, wholly-
owned by Austell Asia Pte Ltd,. a private limited company incorporated existing and managed in
Singapore which is ultimately owned by the members of the Mulliez family.

Mr. Shen Guojun (“Mr. Shen”) is the ultimate beneficiary of Intime International Holdings Limited. Mr.
Shen is the founder of China Yintai Holdings Co., Ltd., which is a diversified industrial development and
investment group, with a portfolio of key businesses including Yintai Retails, Yintai Land, Yintai Gold,
Yintai Tourism, Yintai Investment and Finance, and Yintai Foundation.

Kofu International Limited is a private investment vehicle owned by Mr. Yin Chung-Yao.

Tahoe Ltd is a private company incorporated under the Mauritius Companies Act 2001 with a principal
focus on private equity and venture capital investments. Tahoe is an investment vehicle wholly owned by
“The Regents of the University of California’.

Credit Suisse AG, Singapore Branch is the Singapore branch of Credit Suisse AG which is an international
financial services firm incorporated in Switzerland. Credit Suisse AG, Singapore Branch was registered in
Singapore on March 8, 1973 and is a licensed wholesale bank regulated by the Monetary Authority of
Singapore (MAS) and provides banking and financial services.
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(56) Active Noble Limited, which is incorporated in the British Virgin Islands, is an indirect wholly-owned
subsidiary of CK Asset Holdings Limited (“CKA”). CKA, a company listed on the Main Board of the
Hong Kong Stock Exchange (Stock Code: 1113), is a leading multinational corporation and has diverse
capabilities with activities encompassing property development and investment, hotel and serviced suite
operation, property and project management, aircraft leasing, pub operation and investment in
infrastructure and utility asset operation.

(57) Hutchison Whampoa Europe Investments S.a r.l. is an indirect wholly owned subsidiary of CK Hutchison
Holdings Limited (“CK Hutchison”), a company listed on the Main Board of the Hong Kong Stock
Exchange (Stock Code: 0001).

(58) Falcon Edge Capital, LP is a diversified global alternative asset manager founded in 2012. They offer a
variety of investment products that cover a number of asset classes, themes and geographies which include
public equity, venture capital and private equity as well as a financial center joint venture with a leading
sovereign entity. Falcon Edge Capital, LP is the investment manager to Moraine Master Fund, LP and
Falcon CI V, LLC.

(59) Athena Investment Limited (“Al Ltd") is an investment vehicle which was incorporated during 2018 in the
Cayman Islands. Al Ltd was formed for the purpose of acquiring and holding shares of Ant International.
Al Ltd is wholly-owned by Athena Holdings Limited (*AH Ltd") which in turn is wholly-owned by KKR
Partners (Athena) LLC (“Athena’). Each of AH Ltd and Athena were also incorporated during 2018 in the
Cayman Islands. The ultimate beneficial owners of Athena are various current and former executives of
KKR & Co. Inc. Besides the composition of Athena investors, there is no affiliation between Athena and
KKR & Co. Inc.

(60) Sinovation Fortune Limited is 100% held by Sinovation Fund 1V, L.P, which is an exempted limited
partnership with its general partner being Sinovation Fund Management IV, L.P. and Sinovation Fund 1V
GP, Ltd. is the general partner of Sinovation Fund Management IV, L.P, Dr. Kai-Fu Lee is the sole
shareholder of Sinovation Fund IV GP, Ltd. Sinovation Fund 1V, L.P. is a USD Fund of Sinovation
Ventures which is leading Chinese technology venture capital, started in 2009 by a team led by Dr. Kai-Fu
Lee.

(61) Domenick Limited is a private company engaged in the business of investing in public and private
companies. The ultimate beneficial owners of Domenick Limited are Mrs. Slighton Tung Leih Yuan
Audrey, Mr. Tung Lieh Cheung Andrew and Mr. Tung Lieh Sing Alan.

(62) GGV Capital Holdings, L.L.C. is a limited liability company organized under the laws of Delaware. GGV
Capital Holdings, L.L.C. is managed by GGV Capital LLC, which provides management services to certain
venture capital investment funds focused on technology related investments in North America and Asia.

(63) HS Investments AP10 Limited and HS Investments WT Limited are investment vehicles managed by
Hedosophia Group Limited (“Hedosophia’). Hedosophia is an investment firm founded in 2012 with a
particular focus on growth investments in Internet and technology companies.

(64) Platinum Lotus B 2018 RSC Limited, a company organized under the laws of the Abu Dhabi Global
Market, is wholly-owned by the Abu Dhabi Investment Authority (“ADIA™). ADIA is a public institution
established by the Government of the Emirate of Abu Dhabi in 1976 as an independent investment
institution. ADIA manages a global investment portfolio that is diversified across more than two dozen
asset classes and sub categories.

(65) The Public Investment Fund (“PIF"), wholly-owned by the Kingdom of Saudi Arabia, is a sovereign fund.
PIF invests in long-term opportunities across diverse industries and asset classes locally and
internationally.

(66) The Offshore Pre-[REDACTED] Investors acquired Ant International Class C shares in June 2018. These
Ant International Class C shares will be redeemed and the same number of H Shares will be subscribed
for and issued to the Offshore Pre-[REDACTED)] Investors upon completion of the H Share
[REDACTED]. See “— Redemption and Subscription by Ant International Securities Holders” for further
details.
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Group Structure, Major Subsidiaries and Key Associates

We conducted our business operations through our subsidiaries and associates in China and
outside of China. Certain components of our businesses require licenses and regulatory
approvals and/or strong local presences, and we have made strategic investments in
minority stakes of companies whom we believe have strong growth potential or can
supplement our existing primary businesses. Given our size and scale and the size and scale
of the targets, we do not consider any of our historical acquisitions and investments to be
material. Furthermore, not all our subsidiaries and associates are material to our business.

The chart below summarizes our corporate legal structure and identifies the subsidiaries
and associates that are material to our business:

Our Company
75.90%“ 100% 100% 100% 100% 100% 100%
Ant Funds Alipay Alipay Shanghai Ant Small Chongging Z}'lejlang
Sales Hangzhou China Yunxin and Wantang Finance
Micro Loan Credit
51.00%" 51.00%% 100% 100% 100% 100% 100% 30%“
r—- —
| |
Cathay . Ant Shanghai Ant .. Ant | |
Tianh . g Ant Zh MYbank
Insurance 1anhiong Shengxin Yunju Shangcheng nt Zhixin Hangzhou : ban :
L ml
Incorporated in mainland China
100%" 100%© 100%" 100%™ [100% [100% [30.33%0
r——- |
. . I One97 I
.A lipay Ant' Ant KBW AP Alipay Ant Communication
Singapore International Hong Kong Hong Kong | | Netherlands | | .. |
| Limited |
L — ml

Notes:

(1) The remaining 49.00% equity interest of Cathay Insurance was owned by Cathay Century Insurance Co.,
Ltd. (24.50%) and Cathay Life Insurance Co., Ltd. (24.50%), each an independent third party.

(2) Including 68.83% owned by our Company and 7.07% owned by a wholly-owned subsidiary of our
Company. The remaining 24.10% equity interest of Ant Funds Sales was owned by Hundsun Technologies
Inc., an associate of ours.

(3) The remaining 49.00% equity interest of Tianhong was owned by Tianjin Trust Co., Ltd. (16.80%), Inner
Mongolia Junzheng Energy Chemical Group Co., Ltd. (15.60%), Wuhu High and New Technology
Investment Co., Ltd. (5.60%), Xinjiang Tianju Chenxing Equity Investment Partnership (Limited
Partnership)(3.50%), Xinjiang Tianrui Bofeng Equity Investment Partnership (Limited Partnership)(3.50%),
Xinjiang Tianfu Hengji Equity Investment Partnership (Limited Partnership)(2.00%) and Xinjiang Tianhui
Xinmeng Equity Investment Partnership (Limited Partnership)(2.00%).

(4)  We are the largest shareholder of MY bank and the remaining 70.00% equity interest of MY bank was
owned by five other shareholders, each an independent third party.

(5)  Held through intermediate holding companies that are wholly-owned by us.

(6)  Represents our voting rights. Ant International also issued Ant International Class B shares to support our
offshore employee incentives and Ant International Class C shares to the Offshore Pre-[REDACTED]
Investors and Taobao Holding Limited. Ant International Class B shares and Ant International Class C
shares have no voting rights.

(7)  Calculated without considering the ungranted awards under the share-based compensation plans of One97

Communications Limited (“One97”). We are the largest shareholder of One97. Other shareholders of
0One97 include Alibaba, SoftBank Vision Fund and other independent third parties.
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The principal business activities and date of establishment of each of our major subsidiaries
and key associates, are shown below:

Our Date and
Principal Business  Shareholding Jurisdiction of

Name of company Activities Percentage Establishment

Major Subsidiaries:

Alipay China Digital payment and  100.00% December 8,
related services to 2004, PRC
consumers and
merchants

Chongging Ant Shangcheng Micro loan and 100.00% June 1, 2011,

Small Loan Co., Ltd. (“Ant ancillary technical PRC
Shangcheng”) services through our
digital finance
technology platform
Chongging Ant Small and Micro  Micro loan and 100.00% August 5,
Loan Co., Ltd. (“Ant Small ancillary technical 2013, PRC
and Micro Loan”) services through our
digital finance
technology platform
Ant Financial Services Operations and 100.00% October 22,
(Hangzhou) Network research and 2013, PRC
Technology Co., Ltd. (“Ant development
Hangzhou™)
Shanghai Yunju Venture Capital Strategic 100.00% December 30,
Co., Ltd. (“Shanghai Yunju”) investments and 2013, PRC
investment
management
Shanghai Yunxin Venture Capital  Strategic 100.00% February 11,
Co., Ltd. (“Shanghai Yunxin”)  investments and 2014, PRC
investment
management
Ant Shengxin (Shanghai) Provision of 100.00% April 2, 2015,
Information Technology Co., insurance-rel ated PRC
Ltd. (*Ant Shengxin”) technical services as
part of our
InsureTech services
Alipay (Hangzhou) Information Operations of 100.00% July 7, 2016,
Technology Co., Ltd. (“Alipay = mobile applications PRC

Hangzhou”)

and Internet related
businesses
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Our Date and
Principal Business  Shareholding Jurisdiction of
Name of company Activities Percentage Establishment
Ant Zhixin (Hangzhou) Micro loan related 100.00% February 28,
Information Technology Co., technical services 2017, PRC
Ltd. (“Ant Zhixin”) through our digital
finance technology
platform
Chongging Wantang Information ~ Micro loan related 100.00% April 19, 2017,
Technology Co., Ltd. technical services PRC
(“Chongging Wantang”) through our digital
finance technology
platform
Zhejiang Finance Credit Network  Holds equity 100.00% July 16, 2003,
Technology Co., Ltd. interests in our PRC
(“Zhgjiang Finance Credit”) licensed financial
services subsidiaries
Tianhong Asset Management Co., Asset management 51.00% November 8,
Ltd. (* Tianhong”) 2004, PRC
Ant (Hangzhou) Funds Sales Co., Sales of fund 75.90% August 6,
Ltd. (“Ant Funds Sales”) products through our 2007, PRC
digital finance
technology platform
Cathay Insurance Company P& C insurance 51.00% August 28,
Limited (*Cathay Insurance”) business, including 2008, PRC
the sales of P&C
insurance products
through our digital
finance technology
platform
Alipay Singapore E-Commerce Cross-border digital  100.00% January 5,
Private Limited (“Alipay payment and 2010,
Singapore”) merchant services Singapore
Alipay (Hong Kong) Holding Overseas business 100.00% February 24,
Limited. (“Alipay Hong holding and equity 2014, Hong
Kong”) investment platform Kong, China
API (Hong Kong) Investment Overseas equity 100.00% July 23, 2014,
Limited (*API Hong Kong”) investment platform Hong Kong,
China
ANT KBW Investment Limited. Overseas equity 100.00% August 6,
(*Ant KBW") investment platform 2015, British
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Our Date and
Principal Business  Shareholding Jurisdiction of
Name of company Activities Percentage Establishment
Ant International Overseas financing 100.00%® December 27,
and employee 2017, Cayman
incentive platform Islands
Antfin (Netherlands) Holding Overseas equity 100.00% October 25,
B.V. (“Ant Netherlands”) investment platform 2019, the
Netherlands
Key Associates:
MY bank Commercial banking 30.00% May 28, 2015,
PRC
One97 Payment and related  30.33% December 22,
services 2000, India

Note:

(1) Represents our voting rights. Ant International also issued Ant International Class B shares as offshore
employee incentives and Ant International Class C shares to the Offshore Pre-[REDACTED] Investors and
Taobao Holding Limited. Ant International Class B shares and Ant International Class C shares have no
voting rights.

(2) Calculated without considering the ungranted awards under the share-based compensation plans of One97.

- 130 -



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

HISTORY AND DEVELOPMENT

Shareholding Structure

The following diagram illustrates the shareholding structure of our Group immediately prior
to the completion of the H Share [REDACTED] and the A Share [REDACTED]:

Mr. Jack Ma® Mr. Eric Jing® Mr. Simon Hu" | |Ms. Fang Jiang®"
| 34% | 22% | 22% | 22%
Hangzhou Yunbo”
I GP

Hangzhou Junhan and Onshore

Alibaba® - ) Pre-[REDACTED]
Hangzhou Junao Investors
32.65% 50.52% 16.83%
h 4
Our Company
Onshore
Offshore v 100%
Offshore . Pre-[REDACTED]
Alibaba® Pre-[REDACTED)] Ant(l;m TSChpoilogy Offshore
Investors 0., Limite ESOP Plan
Ant International Ant International 100% (Class A Ant International
Class C shares® Class C shares® ordinary shares)® Class B shares®
h 4
Ant International
Notes:

(1) Hangzhou Yunbo is the executive partner and general partner of both Hangzhou Junhan and Hangzhou
Junao. Pursuant to the Concert Party Agreement dated August 21, 2020 and entered into among Mr. Jack
Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang Jiang and the articles of association of Hangzhou Yunbo,
Mr. Jack Ma can, through his control over resolutions passed at the general meetings of Hangzhou Yunbo
which relate to the exercise of right by Hangzhou Junhan and Hangzhou Junao as Shareholders, effectively
exercise control over the Shares held by Hangzhou Junhan and Hangzhou Junao and accordingly, has
ultimate control over our Company. However, Mr. Jack Ma's indirect economic interest in our Company is
limited to his interests as a limited partner of Hangzhou Junhan and the corresponding interests in the
Shares held by Hangzhou Junhan.

(2) Asof the Latest Practicable Date, Alibaba, through Hangzhou Alibaba, its wholly-owned subsidiary, held
7,763,002,334 Shares and through Taobao Holding Limited, its wholly-owned subsidiary, held
1,171,508,767 Ant International Class C shares. Certain Ant International Class C shares held by Taobao
Holding Limited will be surrendered and cancelled so that a total of 1,158,572,686 Ant International Class
C shares will be redeemed and the same number of H Shares will be issued to Taobao Holding Limited.
Assuming the redemption and subscription arrangement described in “— Redemption and Subscription by
Ant International Securities Holders” had been completed as of the Latest Practicable Date such that all
the Ant International Class B shares and the Ant International Class C shares, including the Ant
International Class C shares held by Taobao Holding Limited, are redeemed and the same number of H
Shares are issued, Alibaba’s equity interest through Hangzhou Alibaba and Taobao Holding Limited in our
Company would be 33%.

(3) Ant International’s Class A ordinary shares held by us are the only class of shares that have voting rights.
Ant International also issued Ant International Class B shares to support our offshore employee incentives
and Ant International Class C shares to the Offshore Pre-[REDACTED] Investors and Taobao Holding
Limited. Ant International Class B shares and Ant International Class C shares have no voting rights.
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The following diagram illustrates the shareholding structure of our Group immediately upon
the completion of the H Share [REDACTED] and the A Share [REDACTED] (assuming
the [REDACTED] are not exercised)®:

Mr. Jack Ma® Mr. Eric Jing® Mr. Simon Hu® | |Ms. Fang Jiang®
| 34% | 22% | 22% 22%
Hangzhou Yunbo™®

P

.G
Hangzhou . Onshore Other
Junhanand || Alibaba |5 gy o | mepscTED] A
Hangzhou | |(Onshore)©™
Junao® Investors | [Shareholders;
[REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] % [REDACTED] %

v

= / Our Company
H Share A Share

Notes:

)

e

©)

4

®)
(6

7
®

Hangzhou Yunbo is the executive partner and general partner of both Hangzhou Junhan and Hangzhou
Junao. Pursuant to the Concert Party Agreement dated August 21, 2020 and entered into among Mr. Jack
Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang Jiang and the articles of association of Hangzhou Yunbo,
Mr. Jack Ma can, through his control over resolutions passed at the general meetings of Hangzhou Yunbo
which relate to the exercise of right by Hangzhou Junhan and Hangzhou Junao as Shareholders, effectively
exercise control over the Shares held by Hangzhou Junhan and Hangzhou Junao and accordingly, has
ultimate control over our Company. However, Mr. Jack Ma's indirect economic interest in our Company is
limited to his interests as a limited partner of Hangzhou Junhan and the corresponding interests in the
Shares held by Hangzhou Junhan.

Represents (i) the 1,158,572,686 H Shares subscribed for and issued to Taobao Holding Limited, a wholly-
owned subsidiary of Alibaba, as a result of the redemption of 1,158,572,686 Ant International Class C
shares as described in “— Redemption and Subscription by Ant International Securities Holders”; and (ii)
[REDACTED].

Represents the 1,838,517,798 H Shares subscribed for and issued to the Offshore Pre-[REDACTED]
Investors as a result of the redemption of 1,838,517,798 Ant International Class C shares as described in
“— Redemption and Subscription by Ant International Securities Holders”.

Represents the 259,335,840 H Shares subscribed for and issued to BOCI Trustee (Hong Kong) Limited as
trustee or nominee as a result of the redemption of 259,335,840 Ant International Class B shares as
described in “— Redemption and Subscription by Ant International Securities Holders”;

[REDACTED]

[REDACTED]. The shareholding percentages assume Alibaba does not excise its anti-dilution right to
subscribe for additional Shares in our [REDACTED].

Represents the [REDACTED] Shares held by Hangzhou Alibaba.
Upon completion of the H Share [REDACTED] and the A Share [REDACTED)] (assuming the
[REDACTED] are not exercised), the Pre-{[REDACTED] Investors will collectively hold [REDACTED]

A Shares and [REDACTED] H Shares, or approximately [REDACTED]% of the issued share capital of
the Company, and such Shares will be counted towards the [REDACTED].
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Our Mission, Vision and Values

Ant’s origins date to 2004 when Alipay was created in the nascent days of e-commerce to
solve the trust issue between buyers and sellers in online transactions. Our innovative
payment solution bridged the trust gap, facilitated online transactions and underpinned the
development of e-commerce in China. Having pioneered digital payments in China, we
have since expanded our service offerings through technology and innovation to enable
digital finance for consumers and businesses.

Trust is the cornerstone of all commercial activities and is at the core of what we do. Our
story is one of building trust through innovation and technology. We enable participants in
commercial activities, including consumers, businesses and partners, to build and strengthen
trust among each other. As each participant’s trusted status grows, doing business becomes
easier for everyone, ultimately contributing to a vibrant economy. In the process, we have
become a platform deeply trusted by consumers, businesses and partners. We believe our
new technologies, including our blockchain solution that we call AntChain, will continue to
strengthen the foundation of trust in this digital era.

Innovation is in our DNA. We believe our relentless focus on innovation is the only way to
serve our customers’ evolving needs. Being at the forefront of innovation provides us with
the means to enhance our leadership position.

In 2011 our predecessor company was spun off from Alibaba. This origin and continued
affiliation with Alibaba is a source of strength as well as purpose. Hence, we and Alibaba
share a common mission and a common set of values that are imbued in our operating
philosophy.

Our Mission

Our mission is to make it easy to do business anywhere.

Our company was founded to champion the small and the underserved, in the belief that
our open technology platforms could help service providers and institutions to reach
customers that previously were not accessible. We believe that concentrating on customers’
needs and solving their problems ultimately will lead to the best outcome for our business.
Our decisions are guided by how they serve our mission over the long term, not by the
pursuit of short-term gains.

Our Vision

Our vision is to build the future digital infrastructure of services, and thereby bring about
constant and incremental changes that are beneficial to the world. We do not believe bigger
is better; our pursuit is sustainable development that lasts at least 102 years.

Our aim is:

. for everyone to enjoy inclusive, sustainable financial services;

. to provide every small business with a level playing field to develop and grow;
and

. to make all aspects of digital life accessible — anytime, anywhere, through open
collaboration with partners.
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Our Values

Our values are fundamental to the way we operate and how we recruit, evaluate and
compensate our people. Our six values are:

. Customers first, employees second, shareholders third. This reflects our
choice of what’s important in the order of priority. Only by creating sustained
customer value can employees grow and shareholders achieve long-term benefit.

. Trust makes everything simple. Trust is both the most precious and fragile
thing in the world. The story of Ant is a story of building and cherishing trust.
Complexity begets complexity, and simplicity breeds simplicity. We are
straightforward — what you see is what you get. With trust, there is no second-
guessing or suspicion, and the result is simplicity and efficiency.

. Change is the only constant. Whether you change or not, the world is changing,
our customers are changing and the competitive landscape is changing. We must
face change with respect and humility. Otherwise, we will fail to see it, fail to
respect it, fail to understand it and fail to catch up with it. Whether you change
yourself or create change, both are the best kinds of change. Embracing change
is the most unique part of our DNA.

. Today’s best performance is tomorrow’s baseline. In the company’s most
challenging times, this spirit has helped us overcome difficulties and survive. In
bad times, we know how to motivate ourselves; in good times, we dare to set
“dream targets” (stretch goals). Face the future, or we regress. We must shoot for
the moon, challenge ourselves, motivate ourselves and exceed ourselves.

. If not now, when? If not me, who? This was a tagline in Alibaba’s first job
advertisement and became our first proverb. It is not a question, but a call of
duty. This proverb symbolizes the sense of ownership that each employee must
possess.

. Live seriously, work happily. Work is now, life is forever. What you do in your
job is up to you, but you have responsibility to the ones who love you. Enjoy
work as you enjoy life; treat life seriously as you do work. If you live with
purpose, you will find reward.

Who We Are

We are the parent company of China's largest digital payment platform, Alipay, and the
leader in the development of open platforms for technology-driven inclusive financial
services. Through technology and innovation, we enable the digitalization of the modern
service industry globally from financial services to services for everyday life. We are
committed to working with partners in China and around the world to bring services to
consumers and small businesses that are inclusive, green and sustainable. Our name is
important to us. We call ourselves Ant because we believe that small is beautiful, small is
powerful.
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We are the leading digital payments provider and leading digital finance platform in China
based on total payment volume and transaction volume, respectively, according to
iResearch and Oliver Wyman. In the twelve months ended June 30, 2020, TPV transacted
on our platform in mainland China reached RMB118 trillion. We primarily generate digital
payment services revenues by charging merchants transaction fees based on a percentage of
volume. We have also established international payment connections to meet the needs of
an increasingly digitalized global economy. During the twelve months ended June 30, 2020,
International TPV transacted on our platform reached RMB622 hillion.

Through our mobile app Alipay’s reach of over one billion users and 80 million merchants,
we provide digital finance technology, customer reach and risk management solutions to
partner financial institutions, enabling them to provide services in consumer credit, SMB
credit, investments and insurance. Our services bring significant value to consumers and
small businesses whose financial needs are substantially underserved in China.

Through our ubiquitous super app Alipay, we provide value to our participants in many
ways:

. Consumers can access the full array of services, including payments, digital
finance, such as consumer credit, investment and insurance, as well as daily life
services provided by third parties including food delivery, transportation,
entertainment, and access to municipal resources for everyday citizens.

. Businesses can receive payments, access digital finance, for example SMB credit
and investment products, and offer daily life services through the Alipay app and
over two million mini programs, easily discoverable by consumers through the
Alipay search function or customized icon placement.

. Financial institutions can access our platform to distribute credit, investment and
insurance products, powered by our intelligent decisioning and dynamic risk
management solutions as well as technology infrastructure. As a provider of
technology, we collaborate with, rather than compete against, our partner
financial institutions.

Consumers come to the Alipay app for digital payments and to access digital finance
services and digital daily life services. Digital payments is the infrastructure that empowers
nearly all consumer activities and digital finance use cases, which is important for
broadening our customer reach online and offline. Easy access to a broad range of digital
daily life services within the Alipay app plays an important role in user engagement and
retention. Our digital finance services are highly innovative and attractive to users and
highly synergistic with digital payments and digital daily life services. The interaction
among payment, digital daily life services and digital finance creates a virtuous cycle that
drives our growth.
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We refer to this platform of comprehensive digital payment, digital finance and digital daily
life services as our Alipay platform.

With China’'s economy shifting towards domestic consumption and the growth of small
businesses, the financial services needs of consumers and small businesses have expanded
considerably and demand for credit, investment and insurance products is projected to
increase substantially. These needs are underserved by brick and mortar channels of the
financial system because of the lack of reach and customer insights in the process of
underwriting risk, for example in the case of a micro-loan or small-claims insurance.

We are well positioned, by working with our partner financial institutions and leveraging
our proprietary technology and high-quality customer insights, to accelerate the
digitalization of the financial services industry. This digitalization is creating opportunities
to more efficiently serve a broader customer base by anticipating and addressing their needs
real time.

Through the massive reach of the Alipay platform to all levels of the economy, we have
established the “capillaries” of the financial system to complement the “arteries’ operated
by major financial institutions. Our platform model whereby banks can tap into our
customer reach and technology to provide financial services facilitates efficient allocation
of capital while achieving societal goals of inclusiveness and sustainability.

We provide the following capabilities to partner financial institutions:

. Broad and targeted reach — through our unique customer insights, we empower
partner financial institutions to reach our more than one billion Alipay app users
and provide tailored financial products to meet their individual needs.

. Intelligent decisioning systems — we create intelligent real-time decisioning
solutions to empower financial institutions to assess risks and match products
with customers. We leverage unrivalled customer insights based on
comprehensive consumer and small business data with various risk assessment
algorithms, which we update in real time to increase access to credit, and to
recommend appropriate investment and insurance products. For example, our
solutions evaluate the likelihood of a borrower’s ability and willingness to repay,
the likelihood of a customer accepting an offer, and the appropriateness of
product features and pricing for a certain user.

. Dynamic risk management systems — we develop dynamic risk management
solutions that enhance financial institutions’ decision-making. Our solutions and
algorithms address key risk components faced by financial institutions, including
risks relating to KYC, fraud, AML, credit, liquidity, operations, security and data
privacy.

. Technology infrastructure — through our Al, computing, proprietary algorithms
and other innovative technologies, such as AntChain, we empower our partner
financial institutions to serve their customers securely, efficiently and at massive
scale.
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We apply these capabilities to the three major areas of digital finance in China:

. CreditTech, serving consumer credit and SMB credit needs. Our CreditTech
services address the unmet credit demands of unserved and underserved
consumers and small businesses in China. We openly collaborate with our partner
financial institutions through our technology platform. We originate loans, which
are then independently underwritten by our partner financial institutions. We
generate technology service fees from our partner financial institutions that are
based on the credit balance originated through our platform. Our approach is not
to use our own balance sheet or provide guarantees. As of June 30, 2020,
approximately 98% of credit balance originated through our platform was
underwritten by our partner financial institutions or securitized.

We were the largest online consumer credit and SMB credit services provider in
China in terms of total outstanding credit balance originated through our
platform, which totaled RMB1,732 billion for consumers and RMB422 billion for
small businesses, as of June 30, 2020, according to Oliver Wyman. As of the
same date, we worked with approximately 100 partner banks, including all policy
banks, large national state-owned banks, all national joint stock banks, leading
city and rural commercial banks, international banks that operate in China, as
well as trust companies.

. InvestmentTech, serving investment needs. Through our InvestmentTech services,
we enable our partner asset managers to provide transparent, personalized and
easy-to-understand investment options with low minimum investment amounts for
a wide range of consumers. We leverage Al to provide intelligent matching of
investment products with customers taking into account their risk tolerance. Our
massive user base, technology, customer insights and the trust consumers place in
our brand have helped our partner financial institutions to expand the reach of a
broad range of innovative investment products to a wider customer segment. We
generate technology service fees from our partner financial institutions that are
based on the volume of investment products distributed through our platform.

We were the largest online investment services platform in China by AUM
matched and distributed through us, which totaled RMB4,099 hillion as of June
30, 2020, according to Oliver Wyman. As of the same date, we worked with
approximately 170 asset managers, including the vast magjority of mutual fund
companies as well as leading insurers, banks and securities companies in China.

. InsureTech, serving insurance needs. Through our InsureTech services, we enable
our partner insurers to offer a wide range of innovative, customized and
accessible insurance products, covering life, health and P& C insurance areas. The
ongoing digitalization of the economy presents transformative opportunities in
the insurance sector, as any risk-bearing activity may be insured against where
there is sufficient high-quality data. The massive scale and commercial nature of
our platform and of the Alibaba ecosystem enable us to innovate and to develop
new insurance products that address consumer and business needs. We receive
technology service fees from our partner insurance institutions based on a
percentage of the insurance premiums and contributions generated through our
platform.
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We were the largest online insurance services platform in China in terms of
premiums generated through our platform in 2019, according to Oliver Wyman.
We generated for our partner insurance institutions RMB52 billion insurance
premiums and contributions during the twelve months ended June 30, 2020. As
of June 30, 2020, we worked with approximately 90 partner insurance
institutions in China.

Our Ecosystem

We, together with Alibaba, are building the digital infrastructure for commerce and
services. We have created an ecosystem around our platform that consists of consumers,
merchants, financial institutions, third-party service providers, strategic alliance partners
and other businesses.

We develop security and communications technologies that foster trust among participants;
we provide tools that facilitate integration of financial institutions with our platform; we
develop product and service offerings that attract users and increase usage; we implement
rules that promote openness and transparency; we invest in digital technology infrastructure
to achieve an unrivalled user experience for all participants. Much of our effort, time and
energy is spent on initiatives that are for the greater good of the ecosystem and on
balancing the interests of its participants. We feel a strong responsibility for the continued
development of the ecosystem and we take ownership in this development.

We collaborate with Alibaba in a number of areas including: (i) jointly serving consumers
and merchants across consumption and daily life use cases; (ii) sharing insights derived
from platform activity; and (iii) expanding cross-border activities.

Our Capabilities Stack

Consumers, Merchants and Financial Institutions

Digital Finance Technology Services
Digital Payment and Daily Life Services

CreditTech InvestmentTech InsureTech

Intelligent Decisioning Systems

Dynamic Risk Management Systems

Al, Algorithms and Analytics

Computing and AntChain

et e
N e e e e e
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Our Size and Scale

80+ million

Alipay app
Monthly Active Merchants®

1,000+ million

Alipay app
Annual Active Users®

729 million

Alipay app
Digital Finance Annual Active Users®

711 million

Alipay app
Monthly Active Users®

2,000+

Partner Financial Institutions®

200+

Countries and Regions with Online
Payment Services®

Digital Payments CreditTech

Total Payment Volume in Mainland Consumer / SMB Credit Balance®
China®

RMB52 billion

InsureTech
Insurance Premiums and Contributions®

RMB4.1 trillion

InvestmentTech
AUM®

Q0@ e O

RMB118 trillion ‘; RMB1.7 /0.4 trillion

Notes:

1. During the twelve months ended the Latest Practicable Date.

2. In the month ended June 30, 2020.

3. Users who transacted in one or more digital finance services in Alipay during the twelve months ended
June 30, 2020.

4, Total number of partner financial institutions across our digital payments and digital finance services,
including banks, asset managers, insurance institutions and other licensed financial institutions as of June
30, 2020.

5. Overseas countries and regions where we support online transactions through Alipay as of June 30, 2020.

6. During the twelve months ended June 30, 2020.

7. Balance of consumer and SMB credit enabled through our platform as of June 30, 2020, including balance
of third-party partner financial institutions (including MY bank) and our licensed financial services
subsidiaries, as well as balance securitized.

8. Balance of AUM enabled through our platform as of June 30, 2020, including AUM of third-party partner
financial institutions and our licensed financial services subsidiary.

9. Insurance premiums enabled through our platform as well as contributions by Xianghubao participants
during the twelve months ended June 30, 2020. Insurance premiums include premiums of third-party
partner financial institutions and our licensed financial services subsidiary.
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Our Strengths
Our Thriving Alipay Platform and Ant Ecosystem

Our integrated Alipay platform offers digital payment and digital finance services which
create significant value for consumers, businesses and partners. Increasingly, users also
come to the platform to access and complete a wide variety of daily life services. The
combination of these services are highly synergistic and lead to greater user engagement.
We deliver these services through our ubiquitous Alipay super app that draws together over
one hillion users, 80 million merchants and 2,000 partner financial institutions in China.
We facilitate trillions of transactions among our ecosystem participants.

. TPV transacted on our platform in mainland China was RMB118 trillion in the twelve
months ended June 30, 2020;

. consumer and SMB credit balances enabled through our platform were RMB1,732
billion and RMB422 billion, respectively, as of June 30, 2020;

. investment AUM enabled through our platform was RMB4,099 billion as of June 30,
2020; and

. insurance premiums and contributions enabled through our platform totaled RMB52
billion in the twelve months ended June 30, 2020.

As our ecosystem expands, it generates powerful self-reinforcing network effects: more
services lead to greater customer engagement, which leads to better customer insights,
which drives greater innovation with our partner financial institutions, which leads to
greater user engagement. An increased number of services being used by users leads to
lower average costs to reach and engage with our users and synergies across our
businesses. Our digital payment business services have been critical to us in attracting a
large number of users, while the high activity levels and engagement on our platform
provide us with the consumer insights for us and our partner financial institutions to serve
them in new ways. Our Alipay platform generates powerful and self-reinforcing network
effects, providing us with strong competitive advantages.

Innovation to Serve Customers

We focus on financial services that are inclusive by identifying and solving customer needs.
We believe this customer-centric approach differs from the product-centric approach.

Innovation is in our DNA. We believe we have been at the forefront of every major
innovation in the development of inclusive financial services in China. We have leveraged
our customer insights and domain expertise to consistently deliver relevant and innovative
products and services that benefit consumers and small businesses as well as our partners.
These innovations include:

. Digital Payments. We introduced Alipay, the first online escrow payment

solution in China in 2004. Through the years, we continued to launch innovative
payment methods such as Quick Pay (432 f}) to optimize user experience.
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. CreditTech. We were among the first in China to make unsecured credit available
to consumers and small businesses online at scale. Our CreditTech solutions
apply dynamic risk management solutions to transform consumer and SMB credit
in China. In 2014, we introduced Huabei (f£PH), which was among the first
digital unsecured revolving credit products for daily expenditures offered to
consumers in China.

+  InvestmentTech. We designed Yu’ ebao (##%EE) with an innovative instant
redemption feature, enabling consumers to shop with their Yu’ebao account
instantaneously or redeem funds on the same day. Our InvestmentTech solutions
apply intelligent selection technology to identify and match products that fit an
investor’'s individual risk tolerance and financial capabilities and lower the
investment threshold for access to quality investment products, placing them
within the reach of the average consumer, not just high net worth individuals.

. InsureTech. We design, and work closely with our partner insurers to co-design,
innovative insurance products such as Haoyibao (4% f#) and Quanminbao (&R
££) and our mutual aid program, Xianghubao (#E %), which are affordable,
easy-to-understand and user-friendly, raising awareness and adoption of health
insurance and life insurance products at large scale.

Deep Domain Expertise, Unparalleled Customer Insights, and Leading Technology

We provide superior value to consumers, businesses and partner financial institutions on
our platform through a combination of deep financial services expertise, differentiated
customer insights, and leading technology.

. Deep Domain Expertise in Financial Services. We possess deep domain
expertise in financial services and in the use of technology for innovation in
financial services. Our payments specialists have expertise in areas including
payment network architecture and security. Our banking experts have experience
in areas such as product design, credit assessment, fraud protection, and
monitoring. The areas of expertise of our investment services team include
product design and suitability, asset allocation and risk management. Our
insurance team has extensive experience in product design, insurance
underwriting and claims management across the full spectrum of insurance
products.

. Unrivalled Customer Insights and I ntelligent Decisioning Systems. We have
unparalleled customer insights and proprietary algorithms used in decision-
making. The extensive range of services that we and the Alibaba ecosystem
provide — payment, commerce, logistics, local services, merchant services, digital
entertainment, offline store visits, map navigation, among others — collectively
generate a wealth of high-quality, differentiated and commercially relevant
insights into consumers and businesses that use our platform. Our intelligent
decisioning systems take into account the constant streams of insights to give a
real-time assessment of a customer’s credit quality, investment preferences or
insurance needs. We also use our dynamic risk management system and
technology to develop fraud detection approaches that have led to one of the
lowest payment fraud loss rates.
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. Superior Technology Infrastructure. We have developed leading technology
capabilities, including Al, security and blockchain that provide speed, reliability,
scalability and security that support the massive transaction volumes in our
ecosystem. We are able to sustain high performance at scale, while maintaining
the delivery of differentiated services and superior user experience. For example,
during the 11.11 global shopping festival in 2019, the peak payment transactions
per second was 459,000. Our technology infrastructure is critical in ensuring
security, in allowing the digital delivery of financial services together with our
partners, and in helping businesses manage risk and reduce cost. Encrypted data
transmission, especially of customer data, using security protocols and algorithms
ensures confidentiality and integrity and prevents intrusion and |leakage.

Win-Win Partnership with Financial Institutions

We are a technology services company. We provide the platform and tools to allow partner
financial institutions to serve underserved consumers and small businesses with inclusive
financial services and empower them to better manage risk, efficiently handle underwriting
and distribute their products. Our complementary partnership with financial institutions
creates a sustainable win-win relationship based on trust.

In credit, we leverage our intelligent decisioning systems to originate loans which are then
primarily underwritten by financial institutions. For these financial institutions, our
technology and customer insights allow them to cost-effectively grow their loan book,
while our dynamic risk management solutions maximize the efficiency and effectiveness of
onboarding, underwriting and monitoring. Our approach is not to use our balance sheet or
provide guarantees.

In investments, we operate the largest investment platform by AUM in China for consumers
to shop for investment products, providing unparalleled reach to partner asset managers.
This platform substantially lowers the cost of investment product distribution and ensures a
superior user experience. Investment managers also value our Al capabilities on the
platform, providing intelligent matching of investment products against investor’s risk
tolerance, for it is critical to ensure product suitability and sustainable industry growth. We
benefit from the product manufacturing capabilities of the investment companies who can
provide a range of accessible products to our users, thereby strengthening users’
engagement on our Alipay app.

In insurance, we believe the industry is ripe for radical expansion in product offerings,
because any activity with risk can be insured if sufficient data is available. Insurance
companies benefit from our reach, unrivalled customer insights and product innovation
capabilities, which have led to the creation of many scenario-based insurance products. We
benefit from the underwriting capabilities of the insurance companies and the ability to
work together in the development of innovative new products.
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Synergy with Alibaba

Our relationship with Alibaba is strategic and highly synergistic. The growth in commerce
depends upon high-quality financial services, including payments, and growth in digital
finance is enhanced by the expansion of use cases and consumption on Alibaba’'s platforms.
Our relationship with Alibaba provides us with a number of competitive advantages
including the following:

. Multiple use cases provide comprehensive quality customer insights. The wide
range of e-commerce transactions and other commercial activity on Alibaba's
platforms present a rich environment for us to provide payment and connect
other services. The vast number and breadth of use cases, online and offline —
for example purchasing goods and services, food and merchandise delivery,
offline store visits, entertainment, navigation, work collaboration — provide
extensive customer insights. These insights and our technology services enable
our partner financial institutions to provide credit, investment and insurance
products to users.

. Shared company culture. We embrace and share Alibaba’ s mission, culture and
values and maintain close alignment on strategic initiatives that benefit both
companies. Among our most important fundamental strengths is our common
focus on customer needs and the innovative culture we share with Alibaba to
address those needs. Our culture of innovation is exemplified, for example, by
the digital finance products that have been organically developed by us in the
CreditTech, InvestmentTech and InsureTech areas. We believe that our culture
plays an important role in our ability to attract and retain talent and allows us to
identify new talent that would be able to thrive within our organization.

Our Strategies
Drive User Engagement and Expand User Base

We intend to grow the number of consumers and businesses that are active on Alipay.
Leveraging our customer insights, we intend to attract new users and drive engagement
through a better user experience and tailored services that integrate with Alipay’s existing
service offerings. We plan to continue to innovate and make available an expanding
spectrum of digital finance products to further drive user engagement and grow their
relationship balance with us. We will continue to expand the variety of daily life use cases
and services available through the Alipay super app. By expanding the use cases for daily
life needs — such as food and beverage, mobility, entertainment, healthcare and municipal
services — that can be accessed conveniently through Alipay, we intend to further
encourage greater user engagement and deliver more value for consumers and merchants.
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Build Value with Partners

We plan to maintain an open platform and continue to foster a win-win relationship with
our partner financial institutions through digital finance technology services and merchants
through mini programs and other merchant services.

Using our platform model, we will continue to increase the breadth and depth of
partnership with financial institutions, merchants and service providers, as well as continue
to explore new ways to collaborate and co-innovate with new and existing partners so as to
better anticipate and serve the needs of consumers and businesses.

Invest in Innovation and Technology
Our strategy is to continue to innovate, develop new services and technologies.

. Product innovation. Driven by our culture of innovation, we will continue to
identify and anticipate the needs of consumers and businesses and deliver
differentiated products and services.

. Technology innovation. We will continue to develop new technology such as
blockchain to build the digital infrastructure for new services, upgrade our
infrastructure, improve our understanding of our customers, and enable our
partners. We believe that the development of blockchain technologies will
revolutionize the way that the world interacts, transacts, and conducts business.
We plan to expand the applications of AntChain, continue to enable the
digitalization of assets on AntChain and enable the circulation of digitalized
assets on a wider scale.

Expand Cross-Border Payment and Merchant Services

Many of our users in China increasingly engage in cross-border transactions. We aim to
help them meet their cross-border payment and merchant services requirements, as well as
help promote inclusive financial services within local communities. We will continue to
seek out opportunities overseas to enable merchants and consumers to conveniently receive
and make payments and remit globally.

. Serve more users. We strive to serve more consumers, including Alibaba's cross-
border e-commerce customers and those of e-wallet partners.

. Enable more merchants. We seek to enable merchants globally, especially small
businesses, to better serve a massive number of consumers and grow their
businesses. In particular, we aim to help merchants better reach, engage and
transact with digitally-connected consumers, both online and offline.

. Broaden service offerings. We intend to work with our partners and develop

more comprehensive digital payment, digital finance and daily life services for
consumers and businesses beyond China.
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Our Opportunities
Our market opportunities are primarily driven by the following factors:

. The disposable income, personal savings and consumption expenditure of
Chinese households have been rising, driven by growing GDP and the shift
towards a consumption economy. Personal consumption expenditure reached
RMB30 trillion in 2019, according to iResearch. These trends are driving
increasing demand for payments, credit, investments and insurance products.

. China has entered a new era of digitalization. China's number of mobile Internet
users reached 877 million in 2019 and will grow to 1,100 million in 2025,
according to iResearch.

. Digital payments transaction volume in China reached RMB201 trillion in 2019,
according to iResearch, and will continue to grow driven by preferences of both
consumers and businesses for digital payments.

. The balance of consumer credit market in China reached RMB13 trillion in 2019,
according to Oliver Wyman, and will continue to grow driven by rising
consumption expenditure and consumers’ increasing willingness to use credit for
consumption.

. The balance of SMB credit for loan sizes under RMB500,000 in China reached
RMB®6 trillion in 2019, according to Oliver Wyman, and will continue to grow,
driven by the large unmet credit demand of small businesses.

. Personal investable assets in China reached RMB160 trillion in 2019, according
to Oliver Wyman, and will continue to grow driven by the rising household
wealth, and the increasing need for more sophisticated deployment of investable
assets.

. The premiums of the insurance market in China reached RMB4.3 trillion in
2019, according to Oliver Wyman, and will continue to grow driven by
increasing need for protection across life, health and property and casualty
products.

Growth in China Personal Savings, Disposable Income and Consumption Expenditure

The rising savings and consumption expenditure of Chinese households are expected to be
the major driving forces behind the increasing demand for more sophisticated financial
services and the growth of the financial services market.

Personal disposable income in China is expected to reach RMBG67 trillion in 2025, growing
at a CAGR of 7.6% from 2019 to 2025, according to iResearch. Personal consumption
expenditure is expected to reach RMB51 trillion in 2025, growing at a CAGR of 9.0% from
2019 to 2025, according to iResearch.
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Annual personal savings were RMB13 trillion in 2019, representing 13.0% of GDP, a level
which was significantly higher than 9.6% in the United States, 6.5% in Japan and 9.8% in
Germany, and are expected to grow steadily to RMB16 trillion in 2025, according to
iResearch.

China Personal Disposable Income China Personal Consumption Expenditure
In RMB Trillions In RMB Trillions
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Growth in China Mobile Internet Users

The increase in mobile Internet user activities will drive the growth of digital payments and
digital finance in China, as well as the increasing need for businesses to digitalize. China
has the world’s largest mobile Internet population, reaching 877 million in 2019, which is
expected to grow to approximately 1.1 billion by 2025, according to iResearch. China's
mobile-savvy consumers are demanding more convenient and better payment, financial and
daily life services.

China Mobile Internet User Population Mobile Internet User Penetration
In Millions Rate Comparison
At the end of 2019, %
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Source: iResearch analysis Source: iResearch analysis
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Growth in Digital Payments in China

The convenience, efficiency and high penetration of digital and mobile technology are
expected to drive the growth of digital payments in China.

China's digital payments transaction volume was RMB201 trillion in 2019, according to
iResearch. Digital payments are defined as payment transactions through e-wallets, and
consist of consumption payments, financial payments, personal payments and other
payments. China’s mobile payments users reached 87.2% of the total mobile Internet
population in China in 2019, according to iResearch. There are many factors in the
payment industry that create significant opportunities for greater adoption of digital
payments, including:

. Consumers:. seeking convenient, fast, and secure payment experiences that can
be used seamlessly during their day-to-day online and offline activities, and

. Businesses: seeking reduced payment costs, increased efficiency, greater payment
method flexibility, and enhanced customer experience.

China's digital payments transaction volume is expected to increase to RMB412 trillion in
2025, according to iResearch. Consumption payments, which we also refer to as
commercial payments, primarily consist of e-commerce and online services payments, and
offline consumption payments through e-wallets and others, are expected to grow at a
CAGR of 17.5% from 2019 to 2025, primarily driven by the growth of e-commerce and
digital payments made at offline businesses, according to iResearch. Financial payments,
which primarily consist of online purchases of investment products and insurance policies,
repayments of loans and others, are expected to grow at a CAGR of 25.0% from 2019 to
2025, primarily driven by the growth of online credit and investment activities, according
to iResearch. Personal payments primarily consist of credit card repayments, money
transfers, red packets and others.

China Digital Payments Transaction Volume
In RMB Trillions
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Increasing mobile Internet user penetration, rapid development of digital payments
infrastructure and consumer and merchant preferences are driving China’'s ongoing shift
towards a cashless society. According to the PBOC, China's non-cash payment transaction
volume reached RMB3,779 trillion in 2019. Non-cash payment types primarily include
debit cards, credit cards, credit transfers, non-electronic bills and electronic commercial
draft. Major market participants include banks, payment networks, e-wallets and merchant
acquirers.

Growth in China Consumer Credit

Rising consumption expenditure and increasing willingness to use credit for consumption
are expected to drive the growth of consumer credit in China.

China consumer credit primarily includes credit card balances, instalments and other
unsecured credit products, excluding personal operating loans, auto loans and mortgages.
The consumer credit market reached RMB13 trillion in 2019, and is estimated to grow to
RMB24 trillion in 2025 at a CAGR of 11.4%, according to Oliver Wyman.

China Consumer Credit Balance
In RMB Trillions
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Source: Oliver Wyman analysis
According to Oliver Wyman, 75% of China’'s population at age 18 or above did not own

credit cards at the end of 2019. In China, the ratio of consumer credit balance to cash and
deposits was 14%, compared to 33% in the United States in 2019.
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China’s Population That Does Not Consumer Credit Balance to Cash and
Own Credit Cards® Deposits Ratio
At the end of 2019, % At the end of 2019, %

33%

75 %

Population without
credit cards

14% 13%

I I ]

China United States Germany Japan

Source: Oliver Wyman analysis Source: Oliver Wyman analysis
Note:

1 China population age 18 or above

Online consumer credit includes loans for which the full lending process is conducted
through Internet or mobile applications. China’s online consumer credit market reached
RMBS6 trillion in 2019, and is estimated to grow to RMB19 trillion in 2025 at a CAGR of
20.4%, driven by wider adoption of data and technology, according to Oliver Wyman.

Growth in China SMB Credit

The growing importance of small businesses to the Chinese economy and their large
unserved and underserved financing demands are expected to drive the growth of SMB
credit in China. According to Oliver Wyman, small businesses contributed to 60% of total
GDP in Chinain 2019, but the SMB credit balance only accounted for 32% of the total
corporate loan balance.

Small businesses in China are underserved by financial institutions, especially smaller and
micro businesses with limited credit history. The SMB credit balance for loan sizes below
RMB500,000 in China is estimated to increase from RMBS6 trillion in 2019 to RMB26
trillion in 2025, growing at a CAGR 27.2%, according to Oliver Wyman.
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China SMB Credit Balance for Loan Sizes Below RMB500,000
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Source: Oliver Wyman analysis

Online SMB credit includes loans for which the full lending process is conducted online.
The online SMB credit market for loan sizes below RMB500,000 reached RMB2 trillion in
2019, and is estimated to grow to RMB16 trillion in 2025 at a CAGR of 40.8% driven by
wider adoption of data and technology and increasingly customized product offerings for
small businesses, according to Oliver Wyman.

Growth in China Investment Products

The combination of the growth of personal investable assets, generational change,
increasing investor sophistication, and the rise of attractive new digital investment offerings
are expected to result in the shift of cash and current deposits into a wider variety of
investment products in China.

Personal investable assets refer to all investable financial assets, excluding real estate
investments. China's personal investable assets reached RMB160 trillion in 2019, and are
estimated to grow to RMB287 trillion at a CAGR of 10.3% by 2025, according to Oliver

Wyman.

China Personal Investable Assets
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Among personal investable assets, fixed term investments, money market funds, other
mutual funds, time deposits and equity together contributed to 61% of investable assets at
the end of 2019, total AUM of these five product segments are estimated to grow at a
CAGR of 13.9% from 2019 to 2025, according to Oliver Wyman. Personal investable assets
other than cash and deposits represented 42% of personal investable assets at the end of
2019, compared to 88% in the United States, and this share is estimated to increase,
according to Oliver Wyman.

China Personal Investable Assets Breakdown Cash and Deposits as % of Personal
At the end of 2019, % As the end of 2025, % Investable Assets
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Notes:

1. Other mutual funds include multi-asset class funds, bond funds, equity funds, ETF funds, and alternative
investment funds

2. Fixed term investments include bank wealth management products, investment type insurance products and
others

3. Others include private funds, trusts, overseas investments and others

China's personal investable assets distributed online reached RMB21 trillion in 2019, and
are estimated to grow to RMBG69 trillion in 2025 at a CAGR of 21.6%, driven by wider
adoption of data and technology and increasing customer demand for a better investment
experience, according to Oliver Wyman.

Growth in China Insurance

The continued accumulation of wealth, increasing awareness for the need for protection,
and the aging population have contributed to the rapid growth of China's life and health
insurance markets. In addition, the on-going digitalization of the economy presents
substantial opportunities for innovative, scenario-based P& C insurance products.

China’s insurance premiums (including life, health and accident, and P& C) reached

RMBA4.3 trillion in 2019, and are estimated to grow to RMB8.6 trillion in 2025 at a CAGR
of 12.4%, according to Oliver Wyman.
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China Insurance Premiums
In RMB Trillions
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Source: Oliver Wyman analysis

China’s insurance penetration, which is defined as insurance premiums as percentage of
GDP, was 4% in 2019, substantially lower than that of the United States, Japan and
Germany, according to Oliver Wyman.

China Insurance Premiums Breakdown Insurance Penetration
2019, % 2025, % 2019, Total premiums” as % of GDP
1%
19%
26%
8%
53% 51% 6%
28%
23% 4%
= Life P&C Health and Accident J
China United States Japan Germany

Source: Oliver Wyman analysis Source: Oliver Wyman analysis
Note:
1. Including life, health and accident, and P& C premiums

China’s online insurance premiums reached RMBO0.3 trillion in 2019, and are estimated to
grow to RMB1.9 trillion in 2025 at a CAGR of 38.1%, driven by wider adoption of
technology and product innovation, according to Oliver Wyman.
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Market and Industry Data

We have commissioned iResearch to conduct market research and prepare a report
concerning digital payments industry (the “iResearch Report”). We have commissioned
Oliver Wyman to conduct market research and prepare a report (the “Oliver Wyman
Report”) on the digital financial services industry. For purposes of the subsection titled “—
Our Opportunities,” China or PRC refers to mainland China. For additional details
concerning the iResearch Report, the Oliver Wyman Report, our engagement of these
industry consultants, the fees we paid to them and other details, see “Appendix VII —
Statutory and General Information — E. Other Information — 6. Commissioned Industry
Reports.”

Our Alipay Platform

Our mobile app Alipay is a ubiquitous super app that draws together over one billion users,
80 million merchants and over 2,000 partner financial institutions for digital payment and
digital finance services in China. Alipay, the largest commercial app in 2019, according to
iResearch, has become the destination of choice for consumers in China to access a broad
range of financial and other services. We refer to our integrated offerings of digital
payment, digital finance and digital daily life services as our Alipay platform. In the twelve
months ended June 30, 2020, TPV transacted on our platform in mainland China reached
RMB118 trillion. Merchants and partner financial institutions come to our Alipay platform
and use it as the gateway to reach customers and drive revenues growth.

Consumers use Alipay as a one-stop shop for digital payment and digital finance services,
including credit, investment and insurance. In addition, consumers access a broad range of
daily life services through the Alipay app. There are over 1,000 daily life services and over
two million mini programs that offer mobility services, local services and municipal
services on, among others, Alipay.

The following illustrates the comprehensive use cases available via the Alipay app:

Mobility Services Local Services
= B 0 - c ©
= '.'. .'-. Freshippo Ele.me Koubei Fliggy
Bus Metro Train Tickets Bike R m Yu'ebao ., wm
] W es entrec/) - *® a
V 2 . Supermarket  Leisure Grocery Medicine
z Delivery

® £ © e

Movie Entertainment  Ali Sports

Taxi Amap International Flight
CarHailing  Car Hailing Tickets

Municipal Services Many More Services...

Ant Insurance

O 06 0: ;
: ® O ©
Government Social Government  Bill Payment + ..
Services Insurance Medical B Huabei Dlgltal Payments -5 Ant Forest Ant Farm Sports Cross-border
Insurance . 19
o 0 o
g & Haoyibao Logistics ~ Group Buy ~Campus Life Charit
Education Jobs Car Owner ~ Environmental ~ *. 2) 9 P Buy P y
Services Protection - N\
@ @ More " E More
CovID-19 Top-up Healthcare o - — Taobao Invoice o

Services Center N Jiebei ) Choice Manager
.................................................... Xianghubao

Digital Finance

Digital Daily Life

Note:  For illustrative purpose only. English translation is for reference only. Chinese version shall prevail in case of inconsistency
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We have made our Alipay app the destination of choice for consumers by:

Building trust. We launched the Alipay app, to create a trusted interface for exchanging
payments between consumers and businesses in a reliable and secure manner. Since then,
we have expanded our trusted app to address many different types of transactions and
experiences for consumers, businesses and partner financial institutions. We also developed
Zhima Credit, our proprietary trust score, to bridge the “trust gap” between consumers and
businesses by assessing individuals' willingness and ability to fulfill a commercial contract.

Enabling services anywhere, anytime. We aspire to provide a multitude of products and
services to consumers and businesses at all levels of the economy. Leveraging our
unparalleled customer insights derived from payments, e-commerce and other transactions,
we have developed a broad range of scenario-based financial and daily life services that
cater to these consumers and businesses.

Delivering intuitive user experience. We designed Alipay to be intuitive and easy-to-use,
allowing users with strong commercial intent to discover services and complete complex
credit, investment and insurance transactions with just a few taps on the screen. We
centralize key services and features on the landing page of the app, creating an
environment that allows us to efficiently engage with and recommend suitable offerings to
our users. In addition, users can access the full suite of daily life services either through an
extended menu or dynamic search function, based on our proprietary technology.

Driving engagement. We have made available an expanding spectrum of services on our
Alipay app to drive sustained user engagement. We empower our merchants and partner
financial institutions to create attractive and engaging products and services that deepen
user engagement across our service offerings. In the twelve months ended June 30, 2020,
over 60% of users came to the Alipay app for daily life services.
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The below illustrates our one-stop, intuitive Alipay app with a centralized interface:
(]
Il Search...

Trending, personalized recommendation
and search
[ Trequenlyused senfces
Collect
) ) N Personalized service dashboard
Ele.me Koubei Hotel Movies  Municipal _— . .
Services One-click access to services
Transfer  Huabei Jiebei Yu'ebao Credit Card
Repayment
Mini program curation
Utilities ~ Sports Ant My Mini  More... 2 million+ mini programs
Forest  Program
Your package just arrived...

To write a review for your last purchase

— Notifications and promotions

Start to save your monthly salary
Food Delivery Arriving in 30 minutes
— Personalized content feed from merchants
Home ':‘ Digital ,‘: Koubei  Message Me
. Finance
Note:
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The below illustrates the tab for digital finance services on the Alipay app:

Investment Al Assistant

10,403.27 +26.24

Yesterday's Return|

+26.24

Huabei Jieb Yu'eb: I M | . . . .
5,537.15 3,061.97 e e s Funs | |— Personalized financial services dashboard
836.48 +17.14 967.67 R Bangnitou  Insurance  Annuity  Xianghubao  More

AR ELRIE

My Total Assets

3360.10 +1.19%
— Stock market information

2A1F A RFEP IR AREP

My Credit Line
T 2,953.15 _ 1356.28

— More content and services

» Curated product recommendations

* Latest market news

« Caifuhao: direct engagement with
partner asset managers

Easily access and manage
multiple digital finance services

Home | Digital Koubei Messages Me
Finance/

Note:  For illustrative purpose only. English translation is for reference only. Chinese version shall prevail in case of inconsistency
Digital Payments

We are the largest digital payments services provider as measured by TPV in China,
according to iResearch, and we believe our Alipay app is synonymous with digital
payments in China. In the twelve months ended June 30, 2020, TPV transacted on our
platform in mainland China reached RMB118 trillion.

Our digital payment services enable merchants to transact with consumers in Chinain a
convenient and secure way, across almost all online and offline payment use cases. We
provide payment services for transactions on Alibaba’s platforms, including Taobao, Tmall
and 1688.com. Alipay is the principal means by which buyers and sellers complete
transactions on Alibaba’s platforms.

We offer our users a comprehensive e-wallet solution that combines advanced digital
payments functionality with instant and seamless access to digital finance and daily life
services. We believe the integration of payments functionality with an e-wallet provides us
with a basis for a deeper relationship with consumers and merchants, particularly as they
manage their increasingly-complex financial needs.

Our digital payment innovations have allowed us to deliver unrivalled value and
convenience to our customers, which has led to wide acceptance and popularity of our
e-wallet and massive transaction volumes. This in turn provides us with rich customer
insights which allow us to tailor our services and develop additional innovative digital
finance services.
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We primarily generate digital payment service revenues by charging merchants and
transaction platforms transaction fees based on a percentage of transaction volume. We also
charge users for personal transactions such as transfer to bank accounts and credit card
repayments.

We have also established international payment connections to meet the needs of an
increasingly-digitalized global economy. In the twelve months ended June 30, 2020, our
International TPV was RMB622 hillion. See “— Cross-Border Payment and Merchant
Services” for further details.

Digital Payment Transaction Methods

Alipay allows consumers and merchants to transact where, when and how they want, across
a multitude of transaction methods as highlighted below:

Sources of Funds Transaction Methods
» e-wallet account balance * QR code
* Linked debit card * In-app Alipay
» Linked credit card *  Web payment
* Yuebao ¢ Smart POS terminal
Users . Huabei Merchants

For consumers, we provide digital payment services through the easy-to-use Alipay e-wallet
embedded in the Alipay app. Users can enjoy a seamless payment experience by funding
payments for all major online and offline use cases through one of five categories: e-wallet
account balance, debit and credit card accounts, Yu'ebao balance, and Huabei credit line.
Users typically set a default payment funding source such as the e-wallet account balance
which they can then modify for individual transactions. Typical payment use cases include
commercial payments to merchants, personal transactions such as transfers to own accounts,
credit card repayments and various other types of money transfers, and financial
transactions related to borrowing and investment. For online commercial payment within
the Alipay app or on transaction platforms’ or merchants’ apps or websites, a user can
select the Alipay e-wallet as a payment method at checkout and complete the transaction
instantly. For offline store visits, a user can use Alipay to scan a merchant’s QR code or
have his or her own Alipay e-wallet QR code scanned by a merchant to complete a
transaction.

There are primarily four ways for a merchant to receive payments from consumers via our
digital payment services, including (i) pay via payment code or Shougianma (X ££f%), a
merchant QR code that allows consumers to pay by scanning, (ii) pay via in-app Alipay,
(iii) pay viaweb, and (iv) smart POS terminals with our 10T technology, which range from
small tablets to full-screen self-service kiosks. These are all easy to set up and convenient
to use for merchants.

- 157 -



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

OUR BUSINESS

Digital Payments Technology and Infrastructure

Our digital payment transaction infrastructure is at the heart of Alipay. Our proprietary
technology ensures that we can sustain high performance at scale, while maintaining the
delivery of differentiated services and a superior user experience. For example, during the
11.11 global shopping festival in 2019, the peak payment transactions per second was
459,000. We use our risk management system and technology to further develop best-in-
class fraud detection. Our payment fraud loss rate was less than 0.0006 bps in the twelve
months ended June 30, 2020, which was the lowest payment fraud loss rate among digital
payments providers whose total payment volume exceeded US$500 billion in 2019,
according to iResearch.

Digital Daily Life Services

We continue to expand the use cases for digital payments, including increasing merchants
who accept Alipay, and the provision of a large number of daily life services on the Alipay
platform. As of June 30, 2020, the Alipay app had over two million mini programs which
are available to consumers through search or customized icon placement. A mini program
acts like an app within an app, enabling merchants to attract new consumers and offer
services, all within the Alipay app, significantly enhancing the user experience. Through
these mini programs, consumers have access to diverse daily life services at their
fingertips. By integrating payment capabilities with almost any kind of daily life use case,
Alipay has established broad coverage and connections between consumers and businesses.

Mobility services, local services and municipal services are among those listed at the top of
Alipay’s main page, and many more daily life services are available from an extended
menu or searchable via mini programs. Our digital daily life services aim to make
consumers’ lives easier and better, driving engagement on our platform and in turn leads to
more transactions. In the twelve months ended June 30, 2020, over 60% users came to the
Alipay app for daily life services.

Digital Merchant Services

By leveraging Alipay app’s centralized interface, large customer base and user engagement,
and unparalleled customer insights, we enable merchants to reach and acquire more
consumers and deepen engagement with them. We provide a wide range of marketing tools,
including mini programs, loyalty programs and the ability to organize mass marketing
events.

We bring our merchants significant benefits by connecting them with several hundred
million users who actively use mini programs embedded in the Alipay app. For example, in
2018, Starbucks launched a mini program in the Alipay app which allows consumers to
order beverages, food and merchandise online and access its membership programs. Since
then, a large number of Alipay users have signed up as members and made online orders
through the mini program, broadening Starbucks' reach to consumers across China. In
addition, we also allow offline merchants to reach consumers through the Alipay home page
and payment completion page, among others.
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In July 2020, together with Alibaba, we launched the 7.17 Shopping Festival (7.174:G1E#K
fii), a nationwide marketing campaign for offline merchants of all sizes to distribute
e-coupons. From July 1 to July 17, 2020, we distributed e-coupons to consumers daily via
our Alipay app, and consumers were able to redeem the coupons when paying with Alipay
at millions of merchants across the country. Approximately seven million merchants signed
up for this marketing event. Using our merchant services, many offline merchants were able
to access our massive customer base in a targeted way to achieve increased sales.

Through our trust score, Zhima Credit, our merchants can assess consumers’ trustworthiness
and offer deposit-free services to those with eligible Zhima Credit across a variety of daily
life use cases including hotel booking, ride sharing, shared power bank rentals, car rentals,
and others to enhance user experience.

Cross-Border Payment and Merchant Services

Beyond our domestic business in China, we enable merchants and consumers to make and
receive payment and remit around the world. Our philosophy is to use our technology and
innovation to bring inclusive and sustainable financial services to unserved and underserved
consumers and small businesses globally. We are doing so largely through partnerships with
merchant acquirers, local e-wallets, banks and independent service vendors. We believe in
an open ecosystem approach so that our partners can participate fully in the development of
digital payments and finance. We seek to achieve win-win partnerships and adhere to local
regulatory rules and corporate governance standards, with strict standards for consumer data
and privacy protection.

We facilitate connections between consumers and merchants. During the twelve months
ended June 30, 2020, International TPV transacted through our platform reached RMB622
billion. Beyond payment transactions, we provide digital solutions that enable consumers to
enjoy real time offers and coupons and merchants to effectively engage with their
customers. We work closely with partners to promote financial inclusion for consumers,
especially those in emerging markets, and empower small businesses to be equipped with
our digital payments technology.

Consumers. We facilitate digital connections to enable Alipay users to make online
purchases of goods and services from over 200 countries and regions and offer convenient
cross-border services to allow them to make offline payments. We are also starting to offer
these cross-border payment solutions to international e-wallet partners. Beyond payments,
we provide a breadth of inclusive daily life services such as currency exchange, duty free
shopping, tax rebate, ride hailing, food delivery and other personalized recommendation
services.

Merchants. We provide integrated and convenient payment solutions and digital marketing
tools to millions of online and offline merchants globally. For example, we provide digital
payment services to Alibaba’'s global marketplaces including AliExpress and Lazada,
enabling merchants to sell in a convenient, safe and low-cost fashion. We also enable
overseas offline merchants to attract customers and enhance engagement. For example,
offline merchants can engage with potential customers via Alipay even before their trips
have started, and can continuously maintain the customer relationship online post-trip.
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International Partners. We cooperate with a range of international partners, including
e-wallets, merchant acquirers, banks and other third-party service providers. We have
established partnerships with e-wallets across Asia, Europe and Africa. We bring our
leading payment technology and risk management solutions to our e-wallet partners,
enabling them to serve more merchants and consumers in an effective, secure and
compliant way. We also partner with merchant acquirers, banks and other third-party
service providers to extend our overseas coverage and bring our integrated payment and
merchant service solutions to local markets.

Digital Finance Technology Platform

We are the leading digital finance technology platform in China. We seek to meet the full
range of credit, investment and insurance needs of our customers during the different stages
of their lives, enabling us to serve them repeatedly and increase customer lifetime value.
During the twelve months ended June 30, 2020, our platform had 729 million users who
transacted in one or more of our digital finance services. The digital finance activity
volume of Alipay users who had been with us since 2015 grew more than 10 times from
2015 to the twelve months ended June 30, 2020.

We empower our partner financial institutions with unparalleled insights, reach and
capabilities through our services: CreditTech, InvestmentTech and InsureTech.

Our Our Partner
Technology Financial Our Market
Services Our Platform Scale Institutions® Position®
CreditTech Consumer credit: RMB1,732 ~100 banks™® #1
billion®
SMB credit: RMB422 billion® #1
InvestmentTech AUM: RMB4,099 billion® ~170 asset managers #1
InsureTech Insurance premiums and ~90 insurance #1
contributions; RMB52 billion® institutions
Notes:
1. As of June 30, 2020.
2. Market position in China according to Oliver Wyman, as measured by (i) consumer or SMB credit balance

enabled through our platform as of June 30, 2020 for CreditTech, (ii) AUM enabled through our platform
as of June 30, 2020 for InvestmentTech, and (iii) insurance premiums enabled through our platform in
2019 for InsureTech.

3. Consumer or SMB credit balance enabled through our platform as of June 30, 2020, including balance of
partner financial institutions (including MY bank) and our licensed financial services subsidiaries, as well
as balance securitized.

4, In addition to banks, we also work with other partner financial institutions including trust companies.

5. AUM enabled through our platform as of June 30, 2020, including AUM of partner financial institutions
and our licensed financial services subsidiary.

6. Insurance premiums enabled through our platform as well as contributions by Xianghubao participants
during the twelve months ended June 30, 2020. Insurance premiums includes premiums of partner insurers
and our licensed financial services subsidiary.
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Our Approach
Our sustainable business model is based on the following:

Relentless Focus on Our Customers. We are relentlessly focused on understanding and
addressing the financial needs of consumers and small businesses. We approach every day
as a new opportunity to solve customer problems with technology to increase inclusion and
enhance the experience of users on our platform. As part of our customer focus, we
develop scenario-based digital finance products to fulfill unmet customer needs. Consumers
and small businesses who could not be served in the past can now be reached and have
their finance needs met rapidly and cost effectively by our partner financial institutions.
During the twelve months ended June 30, 2020, we enabled credit balances for
approximately 500 million users and over 20 million small businesses with our CreditTech
services.

Constant Innovation. We have been at the forefront of innovation in digital finance. For
example, we developed Huabei, which is now the largest digital consumer credit product by
credit balance in China, according to Oliver Wyman. We designed Yu’ ebao, which is the
largest money market fund product by AUM. Yu’ ebao provides consumers the ability to
invest small amounts and generate yield on unutilized cash while still allowing the funds to
be instantly available for everyday purchases. We also developed Haoyibao — Lifetime
Cancer Protection, which is the first health insurance product in China that is guaranteed to
be renewable for the lifetime of the policyholder, with an annual premium as low as
RMB89. We strive to identify potential customer needs even before they are recognized by
consumers and businesses, and to innovate and introduce new products and services.

Our Partnership with Financial Institutions. We provide our partner financial institutions
with a range of technology services, including customer reach, intelligent decisioning and
dynamic risk management solutions, innovative product development capabilities and
technology infrastructure. Through these, our partner financial institutions efficiently
provide credit, investment and insurance products to hundreds of millions of consumers and
tens of millions of merchants on our platform. Our partner financial institutions utilize our
technology services while leveraging their own capabilities such as product development
and risk management and providing capital. As of June 30, 2020, we partnered with more
than 350 financial institutions for digital finance services, including approximately 100
banks, 170 asset managers, and 90 insurance institutions.

Unparalleled Customer Insights. The extensive range of services that we and the Alibaba
ecosystem provide — in payment, finance, commerce, logistics, local services, merchant
services, digital entertainment, offline store visits, map navigation, among others —
collectively generate a wealth of high-quality and commercially relevant insights into
consumers and businesses that use our platform. We apply these customer insights
throughout the digital finance value chain to improve the customer experience and enhance
the value of our services to partner financial institutions.
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Anticipating Needs through Intelligent Decisioning Systems. Our intelligent decisioning
systems, including our proprietary algorithms, use our unrivalled customer insights to
anticipate customer needs and preferences. For example, the intelligent decisioning systems
allow us to assess the likelihood of a potential borrower’s ability and willingness to repay,
to analyze the likelihood of a customer accepting a digital finance offer and to develop a
user’s risk profile to identify appropriate product features and pricing. As a result, our
partner financial institutions can acquire customers, underwrite risks and distribute products
more efficiently, while consumers and businesses have access to new digital finance
products that are most suitable to meet their needs.

Collaborative Risk Management with Financial Institutions. We develop risk management
solutions and risk-detection algorithms that enhance financial institutions’ risk management
decision-making. Our solutions and algorithms address the key risk components faced by
financial institutions, including risks relating to KYC, fraud, AML, credit, liquidity,
operations, security and data privacy. While leveraging our solutions, our partner financial
institutions retain control over and responsibility for their risk management decisions.

CreditTech

Credit is the lifeblood of economic development, allowing consumers and businesses to
achieve their consumption and growth aspirations. Our goal is to address the unmet credit
demands in China, particularly unserved and underserved consumers and small businesses.
We provide technology services to partner financial institutions and enable them to deploy
credit at scale.

Our CreditTech comprises innovative product development, customer reach, intelligent
decisioning and dynamic risk management solutions. We were the largest online consumer
credit and SMB credit services provider in China in terms of total outstanding credit
balance enabled through our platform as of June 30, 2020, according to Oliver Wyman.

As of June 30, 2020, we partnered with approximately 100 banks, including all policy
banks, large national state-owned banks, all national joint stock banks, leading city and
rural commercial banks, international banks that operate in China, as well as trust
companies. The loans originated on our platform are primarily independently underwritten
by our partner financial institutions. Approximately 98% of the consumer and SMB credit
balances enabled through our platform as of June 30, 2020 were underwritten by our
partner financial institutions or securitized. We generate technology service fees from our
partner financial institutions as a percentage of the interest income they earn on credit
balance enabled through our platform.

CreditTech for Consumer Credit
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Product Design

We have and will continue to design and develop products that provide users with instant
access to credit and are convenient, flexible and simple to use. These products have
transformed the consumer credit market in China, making credit lines and consumer |oans
available to hundreds of millions of previously unserved or underserved consumers. Our
Huabei ({EPH) and Jiebei (f&5"H) products have become the most widely used consumer
credit products in China. During the twelve months ended June 30, 2020, we enabled credit
balances for approximately 500 million users with our consumer CreditTech services.

Huabei was among the first digital unsecured revolving credit products for daily
expenditures offered to consumers in China. A Huabei credit line made available to
qualified Alipay users is instantly usable at the point of sale. The credit line is based on
our customer insights and credit assessment models. A typical Huabei customer is young
and Internet savvy but has unmet consumption demand due to the lack of a credit card or
insufficient credit limits. Through Huabei, we make credit services inclusive and allow
consumers to enjoy a convenient user experience and build a credit history.

Many consumers select Huabei as their preferred funding option in Alipay for online and
offline purchases due to its accessibility and convenience. As consumers establish a track
record of usage and repayment, they can enjoy increases in their credit lines. Huabei offers
consumers an interest-free period of up to 40 days after they make purchases. They are
given the option to pay in monthly instalments over 3 to 12 months at purchase or after the
interest-free period. In the twelve months ended June 30, 2020, the daily interest rate for
the majority of Huabei users was approximately at or below 0.04%, and can be as low as
0.02%. As of June 30, 2020, the average Huabei outstanding balance was approximately
RMB2,000.

Jiebei is a short-term digital unsecured consumer credit product. We created Jiebei, a
product for larger consumption transactions, to meet the spending needs of users who either
have already developed a credit history on our platform or those who are eligible for
Huabei. Jiebei provides a streamlined and superior customer experience. Qualified
customers identified by our intelligent decisioning systems are approved for a credit line
for instantaneous use. For consumers who apply for a new credit line, we analyze their
creditworthiness and provide them with our credit decisions within seconds. After a user
makes a credit drawdown request, the user receives funds in his Alipay account instantly or
in a debit card linked to the Alipay app. The daily interest rate for the majority of Jiebei
users was approximately at or below 0.04%, for the twelve months ended June 30, 2020,
and can be as low as 0.02%. For Jiebei, consumers can prepay outstanding balances at any
time typically without penalty.

We offer an automated and convenient repayment process for Huabei and Jiebei. Under the
default setting, the Alipay app automatically collects repayment amounts from consumers’
accounts in the following order, depending on whether sufficient funds are available: (i)
Alipay account balance; (ii) debit card linked to the Alipay account, and (iii) Yu’'ebao
balance. Consumers also have the flexibility to set the repayment order at any time based
on their own preferences.
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The table below summarizes key features of our Huabei and Jiebei products as of June 30,
2020:

Huabei Jiebei
Minimum Credit Line . .............. RMB20 RMB1,000
Instalments/Tenor . ................. 3 to 12 months® 3 to 12 months
Interest-free Period . ................ Up to 40 days Not applicable

Note:
1. Certain merchants also allow monthly instalment payments over 24 months at purchase.

Intelligent Decisioning Systems

We use a constant stream of customer insights and our proprietary algorithms to analyze
and dynamically update the assessment of a customer’s creditworthiness, the likelihood of a
customer accepting a credit product and the best ways of marketing products. We also
utilize our intelligent decisioning solutions to determine an appropriate credit line and other
product parameters. Our track record of billions of loans on our platform enables us to
continually develop and train our decisioning algorithms to improve our customer reach,
engagement and assessment capabilities and match consumers with loans from our partner
banks.

Dynamic Credit Risk Management

Based on customer insights and risk rating in terms of spending, assets, liabilities,
occupation, and other parameters such as financial stability, we categorize all Alipay users
into different risk categories. For each category, we design customized models as well as
tailored strategies for credit line approval and pricing. For example, as consumers with a
small initial Huabei credit line transact, repay and build credit histories, we assess their
creditworthiness on an ongoing basis and dynamically adjust our credit approval process
and limits.

By leveraging our dynamic risk management systems and extensive and real-time customer
insights across different consumption scenarios, including those on Alibaba’s platforms, we
have constructed comprehensive customer profiles, which feed into our dynamic credit risk
assessment system. We currently have more than 100 credit assessment models, which
allow us to achieve quantitative credit decisioning processes which are intelligent,
automated and dynamic, covering the lifecycle of each loan before, during and after its
origination.

We have efficient and dynamic anti-fraud capabilities. With over ten years of experience in
defending against attempted hacking and fraud, we have accumulated proprietary know-how
of fraudulent behavior that captures various dimensions including user identity, devices and
bank cards, and we have developed real-time, automated online anti-fraud systems. Our
anti-fraud capabilities are applied across various processes including credit risk
management, credit drawdown and monitoring.
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Our partner banks carry out independent credit assessments as part of their underwriting.
After each consumer’s authorization, we provide to our partner banks information on the
consumer’s identity and, after removing sensitive information, various credit assessment
parameters derived from our own credit assessment models in different categories,
including (i) online and offline consumption levels, (ii) wealth tier, (iii) online and offline
transaction and credit history, and (iv) risk category. Our partner banks use these credit
assessment parameters together with their own data, where available, to conduct their
independent credit assessment. Following an independent credit assessment, each partner
bank approves, rejects or modifies our suggested credit limit and other terms of the credit
line.

We have started working with select partner banks to utilize more advanced joint credit risk
models. Based on customer insights from us and our partner banks, the joint credit risk
models utilize machine learning technology to capture more customer insights and create
more accurate borrower credit profiles. In order to protect consumer privacy, for joint risk
assessment, both parties ensure that their respective credit profile information does not
leave their systems and is encrypted for joint model use exclusively. As an example of our
collaboration with one of our partner banks, our system contributes credit assessment
parameters such as consumption level, wealth tier and risk category, while the partner bank
contributes information such as income and tax information. These efforts improve the
accuracy of credit assessment and deepen our partner relationship with banks, while
maintaining strong data privacy protection.

Underwriting and Disbursement

Through seamless integration with our platform, our partner banks are able to achieve near-
instantaneous underwriting and disbursement of funds to an Alipay user, which is crucial to
the user experience. Once a Huabei or Jiebei user requests a credit drawdown, our credit
assessment models conduct a real-time streamlined reassessment to confirm the consumer’s
continued qualification for drawdown, and the credit line can then be drawn down and
disbursed.

Credit Line Approval, Drawdown and Repayment Process

We leverage our technology to automate and streamline the credit process for consumers
and partner financial institutions as illustrated below.

Typical Credit Line Approval Process Credit Line Drawdown Process

e Drawdown Request
R ........................................ .
Credit Line i i Streamlined i A
- Maintains Primary Client - Maintains Primary Client
Consumers Approval Relationship Consumers Reassessment Relationship
A
Independent Risk Borrower Customer
Management/  } Recommendation Drawdown
Credit Line : and Matching / Proposal
Decision i i Desensitized Credit
: Data + Terms
Bz
[PRRRRRN
CAmBIRIT

........ > Information Flow
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Composition of Partner Financial Institutions

Our technology services enable our partners to reach and serve new customers, grow their
consumer credit business, improve credit performance of their loans and achieve superior
economics. As a result, we have become the technology services partner of choice for
banks in China. As of June 30, 2020, we partnered with a large number of leading banks in
China which includes all policy banks, large national state-owned banks, all national joint
stock banks, leading city and rural commercial banks, international banks that operate in
China, as well as trust companies. Our partner banks contributed to the majority of the total
consumer credit balance enabled through our platform as of the end of 2019 and the first
half of 2020. We plan to continue to grow the number of our partner banks going forward.

We fund a small portion of the credit balance enabled through our platform through our
small loan companies, Ant Shangcheng and Ant Small and Micro Loans, the substantial
majority of which is sold through ABS. The majority of the ABS purchasers are banks and
other licensed financial institutions. We choose to hold a small number of loans on our
balance sheet primarily to innovate new products, expand into new categories of customers
and in situations where we have a small co-lending arrangement with our partner banks.
Consequently, the loans we hold on our balance sheet usually have higher credit costs than
the loans we enable for partners.

As of June 30, 2020, total consumer credit balance enabled through our platform was
RMB1,732 billion, 98% of which was underwritten by our partner financial institutions or
securitized.

Credit Monitoring, Servicing and Collection
Once a loan is granted, we closely monitor the loan performance on a real-time basis.

We service loans enabled through our platform. The Alipay app sends out automatic
repayment notifications to consumer borrowers. Most loans are set up for automated
repayment from the borrower’s Alipay account. If a consumer fails to make a payment on a
due date, we are contractually allowed to collect the principal and interest by directly
deducting the amounts from the consumer’s Alipay or Yu’ebao account balance, or from
their linked debit cards.

We determine the priorities of our loan collection and the collection process based on the
length of delinquency and other factors. The majority of our collection activities are
conducted through automated digital processes such as payment reminder notifications in
the Alipay app, text messages, voice messages or Al-initiated collection calls. If a loan
remains overdue for a certain period, we typically outsource collection to third-party
service providers to optimize collection efficiency. We carefully select third-party service
providers and closely supervise them to ensure their collection processes comply with our
internal policies and applicable laws and regulations.

Through our credit monitoring, servicing and collection activities, we gain additional
analytical insights about credit trends and customers which allow us to continuously
improve our intelligent decisioning solutions, credit risk management, underwriting
processes and product capabilities.
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Consumer Credit Performance Metrics

Our approach is not to take credit risk ourselves. However, the asset quality of the loans
enabled through our platform is an important metric for our partner financial institutions.
Favorable asset quality of loans enabled through our platform and underwritten by our
partner financial institutions demonstrate the strength of our decisioning, risk management,
and monitoring solutions.

The following chart illustrates the delinquency rate by balance of consumer credit enabled
through our platform as of December 31, 2017, 2018 and 2019.

Delinquency Rate by Balance
(2017-2019)
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Note: Delinquency rate by balance is defined as (i) outstanding principal balance of loans that were over 30 or
90 calendar days past due (excluding loans that are written-off) divided by (ii) total outstanding principal
balance of the loans (excluding loans that are written-off) enabled through our platform as of a specific
date.

In addition to delinquency rate by balance, we also use delinquency rate by vintage to
monitor the performance of consumer credit balance enabled through our platform. The
M1+ delinquency rate by vintage of consumer credit balance enabled through our platform
in each of 2017, 2018 and 2019 was less than 0.5%.

The creditworthiness of consumer borrowers and effectiveness of our intelligent decisioning
and dynamic risk management systems are evidenced by the performance of consumer
credit enabled through our platform during the COVID-19 pandemic. The following charts
illustrate (i) delinquency rate by balance of consumer credit enabled through our platform
as of the end of each of the first seven months of 2020, and (ii) M1+ delinquency rate by
vintage of consumer credit enabled through our platform in each of the first five months of
2020.

Despite the negative impact of the COVID-19 pandemic, the M1+ delinquency rate by

vintage in each of the first five months of 2020 was less than 0.7% and has shown
improvement since February 2020.
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Delinquency Rate by Balance™ M1+ Delinquency Rate by Vintage®
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Notes:
1. Delinquency rate by balance is defined as (i) outstanding principal balance of loans that were over 30 or

90 calendar days past due (excluding loans that are written-off) divided by (ii) total outstanding principal
balance of the loans (excluding loans that are written-off) enabled through our platform as of a specific
date.

2. M1+ delinquency rate by vintage is defined as (i) the total amount of principal for all loans in a vintage
that become over one month overdue, less the total amount of recovered past due principal for all loans in
the same vintage, and divided by (ii) the total initial principal amount of loans in such vintage.

CreditTech for SMB Credit

Since 2010, our data-driven approach to identifying and meeting the financing needs of
small businesses and small business owners has substantially expanded the availability of
credit for these businesses.

We develop deep insights on small businesses based on online and offline payments
transactions, business cash flows and other sources. We focus on meeting the financing
needs of various customer segments, including Taobao and Tmall merchants, offline
merchants who use Alipay, and rural micro-enterprises.

Small businesses have access to inclusive, flexible financing solutions on our platform
which are unsecured and feature small amounts, flexible terms, affordable rates, and
instantaneous drawdown. We enable these financing solutions together with our partner
financial institutions through our dynamic assessment.

As of June 30, 2020, tenors for SMB credit enabled through our platform and our partner
financial institutions are up to 12 months, and outstanding balances can be prepaid at any
time without penalty. In the twelve months ended June 30, 2020, the daily interest rate for
the majority of small businesses was approximately at or below 0.03%, and can be as low
as 0.01%. During the same period, the average tenor of the SMB credit which has been
repaid in full was less than three months. As such, the interest costs are relatively low.
During the twelve months ended June 30, 2020, we enabled credit balances for over 20
million small businesses with our SMB CreditTech services.
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Our rich customer insights allow us and our partner financial institutions to proactively
adjust financing solutions for our small business customers to account for changes in the
user profile and macroeconomic and industry conditions.

SMB Credit Risk Management

MY bank is our most important partner in serving small businesses. We are a key founding
shareholder of MY bank in which we hold a 30% equity interest.

We serve small businesses on our platform together with MY bank. We provide MY bank
with customer reach and insights as well as technology, which empowers MY bank to
develop a risk management system to conduct its own independent credit and risk
assessments. MY bank has accumulated deep expertise in the analysis, evaluation, approval
and disbursement of SMB credit, which enables MY bank to effectively assess risk and
price credit products for small businesses without human intervention.

Together with MY bank, we openly collaborate with third-party partner financial institutions
by utilizing our technology, enabling them to build automated and streamlined credit
decisioning processes with independent credit and risk assessments.

We leverage our technology to automate and streamline the credit process for small
businesses and partner financial institutions as illustrated below.

Typical Credit Line Approval Process Credit Line Drawdown Process
(MYbank Joint Lending with Partner Financial Institutions)

0 Credit Request
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Small Small
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)
(?red\t Line Approval Borrower H :
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SMB Credit Performance Metrics

The following chart illustrates the delinquency rate by balance of SMB credit enabled
through our platform as of December 31, 2017, 2018 and 2019.

Delinquency Rate by Balance
(2017-2019)
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Note: Delinquency rate by balance is defined as (i) outstanding principal balance of loans that were over 30 or
90 calendar days past due (excluding collateralized loans and loans that are written-off) divided by (ii)
total outstanding principal balance of the loans (excluding collateralized loans and loans that are

written-off) enabled through our platform as of a specific date.

In addition to delinquency rate by balance, we also use delinquency rate by vintage to
monitor the performance of SMB credit balance enabled through our platform. The M1+
delinquency rate by vintage of SMB credit balance enabled through our platform in each of
2017, 2018 and 2019 was less than 0.7%.

The creditworthiness of small business borrowers and effectiveness of our decisioning and
risk management systems are evidenced by the performance of SMB credit enabled through
our platform during the COVID-19 pandemic. The following charts illustrate (i)
delinquency rate by balance of SMB credit enabled through our platform as of the end of
each of the first seven months of 2020, and (ii) M1+ delinquency rate by vintage of SMB
credit enabled through our platform in each of the first five months of 2020.

Despite the negative impact of the COVID-19 pandemic, the M1+ delinquency rate by
vintage for SMB credit in each of the first five months of 2020 was less than 0.4%.

- 170 -



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

OUR BUSINESS

Delinquency Rate by Balance™ M1+ Delinquency Rate by Vintage®
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Notes:
1. Delinquency rate by balance is defined as (i) outstanding principal balance of loans that were over 30 or

90 calendar days past due (excluding collateralized loans and loans that are written-off) divided by (ii)
total outstanding principal balance of the loans (excluding collateralized loans and loans that are
written-off) enabled through our platform as of a specific date.

2. M1+ delinquency rate by vintage is defined as (i) the total amount of principal for loans in a vintage
(excluding collateralized loans) that become over one month delinquent, less the total amount of recovered
past due principal for all loans in the same vintage, and divided by (ii) the total initial principal amount of
loans in such vintage (excluding collateralized loans).

I nvestmentTech

Historically, Chinese households invested most of their household savings in bank deposits
and property, and many families had limited allocation of wealth outside these two asset
classes. In 2013, we identified an opportunity to allow consumers to generate yield on their
Alipay account balances. We created Yu’ ebao, an innovative product that offers a simple
and easy way for consumers to earn a return while allowing the funds to be instantly
available for everyday purchases. Today, Yu ebao remains the first financial investment
product for many consumers and is the largest money market fund product in China.

Chinese consumers are steadily growing their investible wealth and seeking more
sophisticated investment options. Spurred by the development of the capital markets in
China, a large and diverse range of investment products have become available. However,
consumers often find it difficult to navigate product diversity and gain access to high
quality opportunities. Consumers need education, product transparency and risk evaluation
tools that are easily accessible. We address these unmet needs by providing customers
access to a broad range of alternative options that have low investment thresholds, are
easy-to-understand and are appropriately matched by our Al-powered selection engine.
During the twelve month period ended June 30, 2020, over 500 million users invested
through our InvestmentTech services.

We partnered with approximately 170 asset managers, including the vast majority of mutual
fund companies as well as leading insurers, banks and securities companies in China,
enabling them to offer more than 6,000 products through our platform, as of June 30, 2020.
Our InvestmentTech comprise our customer reach, intelligent decisioning system, screening,
suitability analysis and technology. Our partner asset managers pay us technology service
fees linked to the AUM enabled through our platform.
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According to Oliver Wyman, we were the largest online investment platform in China in
terms of AUM enabled, which totaled RMB4,099 billion as of June 30, 2020.

I nvestment Products
YU ebao (££4HE) and Yulibao (£4FE)

In 2013, after operating our digital payments business for 10 years, we had accumulated a
massive consumer base who used Alipay for consumption scenarios such as shopping on
Taobao. We launched Yu’ ebao, which allowed Alipay users, for the first time, to earn yield
on their money in Alipay app through money market funds. We designed Yu’ ebao with an
innovative instant redemption feature, enabling consumers to pay with their Yu’ebao
account instantaneously or redeem funds on the same day. The minimum investment
threshold of RMB1.00 ensured the widest inclusion of users. Yu'ebao re-defined the
standard for digital investment services: simple, convenient, accessible, transparent,
anytime, anywhere, anyone.

We initially managed the money market fund via our licensed asset management subsidiary,
Tianhong. As Yu'ebao grew, we started to allow third-party mutual fund companies to offer
money market funds through Yu’ ebao in May 2018. Today, Tianhong is the largest mutual
fund company in China by AUM. As of June 30, 2020, 24 third-party mutual fund
companies offered money market funds on Yu’ ebao.

Yu’ebao has contributed to our deeper relationships with users, more engagement on the
Alipay app and higher payments volume in the ecosystem.

We also provide Yulibao, a one-stop investment management product for small businesses,
through our subsidiary Tianhong and through partnership with third-party mutual fund
companies. Yulibao features a low investment threshold, as well as free fund transfer and
speedy deposit and withdrawal process, enabling highly liquid real-time investment and
redemption. Small businesses can automatically transfer balances into money market funds
on a daily basis to earn a yield.

Dalicai (A#81)

Dalicai, meaning “broad investment management products” in Chinese, is a marketplace
that meets increasing demands for diversified investment products with different risk and
return profiles beyond money market funds. We partner with the vast majority of mutual
fund companies as well as with leading insurers and banks in China to provide over 6,000
Dalicai investment products across (i) fixed income, equity and balanced mutual funds; (ii)
fixed term products, (iii) bank time deposits, and others. Our Dalicai product providers
include mutual fund companies, securities companies, insurance companies, banks and other
licensed financial institutions.

The contribution of Dalicai products to total AUM has been increasing as we educate our
users and expand our product offerings.
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Services for Partner Asset Managers

We leverage our customer insights and massive user base to enable our partner asset
managers to distribute simple, low investment threshold and easy-to-understand investment
products to our customers.

Partner Asset Partner Asset
Managers Managers
Product Customer Investment Interactive
Product Design . Acquisition / ; o Product Delivery
Screening Education Advisory Communication

Investment Products Screening

We strive to ensure that our platform offers quality and suitable investment products. We
use a set of criteria to evaluate our partner asset managers and their products before
granting access to our platform. We then conduct regular assessments to ensure that
products are compliant with our rules and standards. Criteria for investment fund
assessment typically include (i) investment strategy, (ii) risk level, (iii) tenor, and (iv)
performance track record. Additionally, our industry experts often conduct interviews with
fund managers in order to better understand their investment style and product objectives.

Investment Products Suitability

In order to present suitable products that fit consumers’ risk profile and to maximize asset
manager effectiveness on our platform, we evaluate each consumer’s risk preference at least
on an annual basis. We construct a consumer’s risk profile based on transaction data on our
platform as well as the consumer’s inputs. If a consumer is in the process of purchasing
investment products where the risk level exceeds the consumer’s risk appetite, our platform
would notify the consumer about the potential investment risks before the consumer is able
to purchase such products.

Marketing and Communication

We help our partner asset managers to reach consumers efficiently. We provide a variety of
technology solutions to our partner asset managers including marketing tools and investor
communication services. In 2017, we launched Caifuhao (1 %Y%), a cost-effective channel
for our partner asset managers to directly engage with customers and provide value-added
services such as investor education and customized investment services. A majority of our
partner asset managers have set up Caifuhao corporate accounts on our platform. With the
support of Caifuhao’s Al-powered services including operational optimization, content
generation, compliance and risk management, our partner asset managers have been able to
increase their operational efficiency while reducing their costs.
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Al-Powered Investment Advisory Services

Understanding our users’ investment needs is critical to the success of the platform and
partner asset managers who distribute products. To achieve this, we leverage our
unparalleled customer insights as well as the information consumers provide us regarding
their financial standing, objectives and risk tolerances. To facilitate the growth of
investments through our platform, we have developed intelligent decisioning solutions to
streamline and optimize the matching of products with investors. We leverage Al and data
analytics to provide personalized investment advisory services through Investment Al
Assistant (32/NE), which allows consumers to learn about investment topics, receive
investment advice, investment products and market information from asset managers, and
makes investment recommendations. We have also recently launched services in
collaboration with leading financial institutions and investment advisors to provide financial
education content and investment advisory services. As customers gain more experience in
investing, we provide additional advisory services and more sophisticated offerings.

Once an investment decision has been made, customers are able to seamlessly purchase and
redeem investment products from our partner asset managers with a tap on the screen using
our Alipay app. Consumers can monitor the performance of their investment portfolio, and
the virtual assistant may provide new recommendations on investment allocation and
optimization of risk and return. Upon maturity of an investment product, the virtual
assistant will send a reminder and recommend investment products that are suitable for the
consumer.

In April 2020, we launched Bangnitou (¥ :#%), a discretionary investment advisory
service, to consumers through our joint venture with Vanguard, one of the world's largest
investment management companies. Bangnitou provides customized advisory services for
investors based on their investment objectives, time horizon, and risk preferences, with
minimum investments as low as RMB800. Bangnitou applies Al-powered algorithms that
invest and dynamically reallocate investment portfolios selected from over 6,000 mutual
funds for a service fee, bringing investment solutions that are often only available to the
high-net-worth investor segment to the massive investor base on our platform. In the first
100 days since launch, Bangnitou attracted approximately 200,000 new customers who
collectively invested RMB2.2 billion.

InsureTech

We believe there is a significant opportunity in the insurance industry, which is
underdeveloped in China. In 2019, insurance penetration in China was 4%, which is lower
than the 11% in the United States in the same year, according to Oliver Wyman.

There is also an opportunity to use technology to innovate new products, including
scenario-based products. As the needs of Chinese consumers continue to evolve with age
and growing wealth, demand for life, health and P& C insurance products will grow rapidly.
Moreover, the ongoing digitalization of the economy presents transformative opportunities
in the insurance industry as any risk-bearing activity may be insured against provided there
is sufficient high-quality data.
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We typically educate consumers on our platform and raise their awareness of insurance
needs before recommending relevant insurance products to them. Our InsureTech services
enable our partner insurers to provide innovative insurance products characterized by
convenient access, low minimum policy size, transparency, competitive pricing and superior
user experience including claims processing. Through our platform, consumers can access
more than 2,000 products encompassing life, health and P& C insurance as well as
Xianghubao, our mutual aid program. In the twelve months ended June 30, 2020, over 570
million Alipay users purchased insurance or were insured on our platform, or participated
in Xianghubao mutual aid program.

Our massive scale and customer insights have enabled us to develop, or co-develop with
partner insurers, innovative insurance products and a mutual aid program that have been
used by hundreds of millions of customers. For example, we have introduced scenario-
based shipping return insurance to consumers and merchants for online transactions,
Xianghubao, a mutual aid program, Haoyibao, a health insurance product, and Quanminbao,
a pension annuity product. These innovations are designed as inclusive insurance products
to meet the needs of a massive number of consumers and small businesses, many of whom
have never been insured before.

As of June 30, 2020, we worked with approximately 90 partner insurance institutions in
China. Our InsureTech consists of product innovation and design, customer education and
acquisition, distribution, intelligent decisioning and risk management solutions. Our
partners pay us a technology service fee based on a percentage of the insurance premiums
enabled through our platform, or a percentage of the contribution paid by the participants,
in the case of mutual aid program.

We were the largest online insurance services platform in China in terms of insurance
premiums enabled through our platform in 2019, according to Oliver Wyman. We enabled
RMB52 billion in insurance premiums and contributions through our platform for the
twelve months ended June 30, 2020.

Insurance Products and Mutual Aid Program
Life Insurance

Life insurance products on our platform consist of term life, whole life, annuity and
endowment insurance products.

In August 2018, we launched Quanminbao in collaboration with PICC Life, a leading life
insurance company in China. Quanminbao is an inclusive, flexible and easy-to-understand
pension annuity insurance product with premiums as low as RMB1. Quanminbao has
brought affordable pension annuity insurance coverage to the mass population in China,
particularly for those with low income. Compared to annuity insurance products which
typically have fixed terms and higher minimum premiums, Quanminbao features a flexible
investment schedule and premiums amount. Once policyholders have reached retirement,
they can conveniently receive payments from the Alipay app on a monthly basis.

The Quanminbao product page displays the expected cash payout in real-time once a
consumer has input the desired investment amount and frequency. Such features enable
consumers to easily understand the characteristics of pension insurance products, which
lowers the hurdle for decision-making and results in increased number of purchases, as well
as a growing number of partners offering the product.
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As Quanminbao grew in popularity, we have started to collaborate with additional partner
insurers to offer this product.

Health Insurance and Mutual Aid Program

Through InsureTech, we offer a variety of short-term and long-term medical and critical
illness insurance products and Xianghubao, our mutual aid program.

Given the relative complexity of health insurance, we strive to make products easy-to-
understand. For example, we offer Alipay users free health protection of up to RMB20,000
through Jiankangjin (f££4), which can be used for outpatient reimbursement and other
medical needs. Jiankangjin features a simple and intuitive claim process where consumers
only need to scan a copy of their claim form into the Alipay app for reimbursement. This
has served as an effective tool to educate customers about the benefits of insurance, and
helps encourage them to explore more insurance coverage for different needs on our
platform.

As consumers become more aware of their insurance needs, they may look for longer term
health coverage. We designed Haoyibao — Long-Term Medical Insurance (4f B « 1%
J¥%) as an affordable and easily accessible health insurance product covering nearly 100
critical illnesses. The minimum premiums of Haoyibao — Long-Term Medical Insurance is
lower than comparable products in the market. This incentivized younger generations to
purchase health insurance, many for the first time in their lives.

In May 2020, our platform launched Haoyibao — Lifetime Cancer Protection (4f-Eff « &
ErBl9E B8 9%%) in collaboration with PICC Health and China Life Reinsurance. The product is
available to consumers aged under 70, and is accessible to those with certain pre-existing
conditions such as hypertension and diabetes. Haoyibao — Lifetime Cancer Protection is
also the first health insurance product in China that is guaranteed to be renewable for the
lifetime of the policyholder, even if policyholders have been diagnosed with cancer. The
annual premiums for policyholders can be as low as RMB89, with maximum payouts of up
to RMB4 million.

Xianghubao (1 H.5)

Launched in October 2018, Xianghubao is a mutual aid program that provides its
participants with health protection against over 100 types of critical illnesses. Xianghubao
has lowered the threshold of critical illness protection, making it more accessible to
consumers. Xianghubao offers a maximum one-time payout of RMB300,000 for each
successful claim for participants in the one month old to 39 years old age group, and
RMB100,000 for participants in the 40 to 59 years old age group. It covers critical illnesses
such as lung, breast and thyroid cancer and brain injuries.

Xianghubao does not require any upfront payments for joining. When a participant makes a
claim, supporting evidence is submitted via the Alipay app for investigation and review. If
the claim is approved, the participant will receive a one-time payout, the cost of which is
shared equally by all other participants. In 2019, the average annual contribution made by
each Xianghubao participant to cover claims was RMB29.
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Since its introduction, Xianghubao has quickly gained traction and had over 100 million
active members as of June 30, 2020. In addition to extending health protection for its
participants, Xianghubao has increased consumers’ insurance awareness and willingness to
purchase health insurance products. Many Xianghubao participants have also purchased
Haoyibao health insurance products.

P& C Insurance

P& C insurance products on our platform include auto insurance, accident insurance and
other products as well as various innovative scenario-based insurance products.

We have innovated scenario-based insurance products, including those embedded in
Alibaba’ s e-commerce marketplaces. We have designed our scenario-based insurance
products based on the unique characteristics of e-commerce transactions, i.e. low-ticket size
with high frequency.

In 2010, we launched shipping return insurance on Taobao, which was the first scenario-
based online insurance product in China. This innovative and low-cost insurance product
covers the purchaser’s shipping cost for returning products purchased on Alibaba's
marketplaces. The premiums of shipping return insurance is typically less than RMB1 per
policy, and we determine the premiums based on various factors including the nature of the
merchant’s business. Shipping return insurance has alleviated consumers’ concerns about
returning purchased items, which has led to a better shopping experience and ultimately
increased transaction volume on Alibaba’s marketplaces.

Leveraging our strong technology capabilities, we are able to co-develop innovative
insurance products together with our partner insurance institutions to address the needs of
consumers and businesses under varying economic conditions. For example, during the
COVID-19 outbreak, we offered business interruption insurance coverage at no cost, with a
maximum daily payout of RMB800 for 14 consecutive days to offline merchants that
employ no more than 20 people, under a policy duration of 60 days. Since launch, more
than 50,000 small businesses have signed up for our business interruption insurance via the
Alipay app. This offering helped to raise awareness among small business owners of the
benefits of insurance.

Services for Partner Insurers

Leveraging our deep customer insights, risk management solutions and technology, we
enable our partner insurers to (i) acquire customers at scale and at low cost, (ii) co-
innovative products with us, (iii) improve underwriting capabilities through enhanced
customer selection and pricing, and (iv) improve claims management through service
automation and fraud detection systems.

A minority of P& C insurance products, based on premium amount, on our platform are
underwritten by Cathay Insurance, our licensed P& C insurance subsidiary.

( N\ [ N\ )
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Technology Services
Customer Education and Acquisition

We provide our partner insurers with an effective and more cost-efficient customer
acquisition channel, enabling them to meaningfully decrease expense ratio and serve
customers whom they were not able to serve before. Leveraging our intelligent decisioning
systems, we identify customer needs under different scenarios and create tailored insurance
solutions together with our partner insurers.

We have made product education an important part of our platform in order to promote
insurance products efficiently. We provide simple, easy-to-understand, and multi-media
education tools so customers can make informed decisions. In addition, our popular
Xianghubao mutual aid program and free Jiankangjin service have significantly enhanced
insurance awareness and knowledge among our consumer user base.

Underwriting

We leverage our in-depth customer insights including demographic trends to enable our
partner insurers to strengthen underwriting capabilities and serve more customers. Our
intelligent underwriting tools enable partner insurers to achieve a better balance between
customer selection and underwriting risks.

Claims

We offer innovative technology tools to help our partner insurers reduce claim expense. For
example, for a health insurance policyholder who has made claims by scanning and
uploading medical records, we leverage the insights gained from the vast number of claims
and use Optical Character Recognition and Natural Language Processing technology, to
assess the authenticity of the scanned medical records quickly and accurately. Our Natural
Language Processing tools can help analyze and interpret textual information in medical
records to detect fabricated information. Through these highly automated processes, we
have enabled our partner insurers to effectively detect fraudulent claims and meaningfully
lower their operating expenses given the reduced manual work required.

Innovation Initiatives

We provide innovative technology services to various businesses and partners, including
blockchain and database services.

AntChain, our blockchain business, is a leader in blockchain technology. We ranked first in
terms of the number of published blockchain-related patent applications from 2017 to the
six months ended June 30, 2020, according to IPR Daily and patent database IncoPat. We
are also a leader in the commercial application of blockchain. Since we launched AntChain
in 2016, we have pioneered over 50 blockchain commercial applications and use cases
including supply chain finance, cross-border remittances, charitable donations and product
provenance.
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Our BaaS supports diverse real-world applications on the blockchain. This service can be
deployed quickly at low cost, and customizable based on customers' needs. Our blockchain
service features high performance, high reliability and fault tolerance. Through dynamic
encryption/decryption authorization and zero-knowledge proof, our BaaS platform provides
high privacy protection in the blockchain layer and enables enterprise identity and real-
name authentication in the BaaS service layer, and intelligence risk management services.

Our AntChain platform consists of three layers including (i) the underlying Blockchain-as-
a-Service open platform, (ii) digitalization of assets, and (iii) circulation of digitalized
assets. By enabling businesses to digitalize their assets and transactions, we establish trust
in multi-party collaborations. Our AntChain platform generated over 100 million daily
active items such as patents, vouchers, and warehouse receipts, for the twelve months
ended June 30, 2020.

Case Study 1: Blockchain-Powered Supply Chain Financing

We provide blockchain-powered supply chain financing solutions to small suppliers by
collaborating with leading commercial banks in China. By creating digital records of
accounts receivables through our blockchain platform, banks are able to easily trace the
accounts receivables of small suppliers to verify the authenticity. This significantly
improves the level of trust and transparency in the supply chain financing process, which
enables small suppliers, especially those who supply large and reputable enterprises, to
obtain loans from banks more easily. Meanwhile, banks who collaborate with us can reduce
unnecessary administrative costs and effectively reduce credit risk.

Case study 2: Empowering Small 1T Equipment Leasing Companies

We leverage our blockchain technology to make it easier and more cost-effective for small
IT leasing companies in China to purchase and lease IT equipment, such as laptops and
printers. Firstly, we help digitalize the leasing contracts through our AntChain platform
with transparency and easy traceability. This significantly increases the level of trust among
all participants in the leasing process, resulting in greater leasing volume as well as an
improvement in repayment. Additionally, financial institutions such as banks are more
willing to provide loans to these leasing companies due to increased transparency of the
leasing processes and contracts, which has enabled them to access low-cost funding and
further expand their operations and better serve their small business customers.
Furthermore, we are able to aggregate IT equipment purchase orders across small 1T
leasing companies on our AntChain platform, allowing them to make group purchases at an
attractive discount.

Our Technology

Technology is key to our success and underpins our inclusive ecosystem. We have
established a robust and scalable digital infrastructure to better serve our consumers,
businesses and partners. Our industry leading technology enables us to build trust in our
platform, manage risks and innovate new products and services.

Our key technology capabilities include Al, risk management, security, blockchain, as well
as computing and technology infrastructure. These capabilities allow us to serve bhillions of
consumers and millions of small businesses, while empowering our partners to provide
more efficient solutions.
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Artificial Intelligence

We have been investing in key fields within Al, with a focus on machine learning, natural
language processing, man-machine interaction, secure collaborative intelligence, and time-
series graph intelligence. We integrate Al technology with various business processes to
develop effective tools that allow us to continuously increase the value we bring to our
ecosystem and to improve our operating efficiency.

By leveraging a wealth of consumer and merchant insights, we are able to develop accurate
customer profiles by analyzing consumers’ traits as well as merchants' characteristics.
These customer profiles enable us to drive our intelligent decisioning systems, intelligent
risk detection, intelligent investment advisory, scenario-based insurance innovations as well
as provide them with tailored services.

Risk Management

Our risk management systems leverage advanced big data analytics, innovative proprietary
algorithms, along with Alibaba Group’s risk management expertise, to enable us to
effectively detect, manage, and control risks.

AlphaRisk is our Al-powered risk engine designed to promote a safe and trusted platform
for consumers, merchants and financial institutions to conduct transactions. AlphaRisk is
built on our advanced risk computing infrastructure, capable of managing complex risk
scenarios in real-time through self-learning and model auto-refit.

With no human intervention, AlphaRisk automatically analyzes fraud attempts and makes
quick decisions on countermeasures. Backed by AlphaRisk, we were able to keep our
payment fraud loss rate under 0.0006 bps for the twelve months ended June 30, 2020,
which was the lowest payment fraud loss rate among digital payments providers whose
total payment volume exceeded US$500 billion in 2019, according to iResearch.

Security

We are committed to maintaining a trusted platform for consumers and businesses. Our
aspect-oriented security framework builds security capabilities into our technology
infrastructure, products and services in a systematic way. This framework can support
independent, efficient and accurate response to malicious attacks. Our security system also
supports the deployment of cloud native applications in a cost-efficient manner.

Blockchain

We are dedicated to the development of blockchain technologies, in order to establish
digital infrastructure for transactions with enhanced transparency and trust. Leveraging our
blockchain technology, we aim to promote the connectivity and productivity of various
industries through increasing on-chain assets circulation. We have patented and scaled up
the use of consensus algorithm, smart contract, multi-party computing and other blockchain
based technologies within different use cases. Leveraging these advanced technologies, we
have built several blockchain based platforms such as our BaaS platform and supply chain
collaboration network.
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Computing and Technology Infrastructure

Our computing infrastructure is characterized by high levels of availability and disaster
tolerance, high-concurrence transactions, real-time security control, and efficiency.

We developed a collection of middleware components called SOFA Stack (Scalable Open
Financial Architecture Stack) to build financial-grade distributed architecture with high
performance and reliability. Its resilience is proven during periods of peak volumes, such as
the 11.11 global shopping festival in previous years. SOFA Stack provides multi-site high
availability and supports a vast number of concurrent financial-grade transactions, while
improving operating efficiency with our proprietary cloud native technology such as
Service Mesh.

We developed a distributed relational database management system, OceanBase, to support
the growing volume of transactions on the Alipay platform. OceanBase is highly reliable,
scalable and cost-efficient. During the 11.11 global shopping festival in 2019, OceanBase
handled a peak of more than 60 million processes per second.

Data Protection and Privacy

As our business depends on the trust in us and our platform, we are committed to
protecting our customers’ personal data.

Our data protection and privacy policies are focused on ensuring that: (i) our collection of
personal data is conducted in accordance with applicable laws and regulations, (ii) personal
data we collect are reasonable for the purposes for which they are collected and (iii) our
users are informed of the purposes for which their personal data are collected and used and
their rights with respect to such data.

We maintain strict control over access to personal data and strict assessment and approval
procedures to prohibit invalid or illegitimate uses. We limit any access based on necessity
and maintain records of data access. Our policies require new products and services that
involve access to or processing of personal data to be subject to assessment and approval
procedures. We store personal data in accordance with applicable laws and regulations.

We collect, process and analyze data generated from activity of the participants in our
ecosystem. We collect and use personal data for the stated purpose as authorized by the
user, in connection with compliance and risk management and as otherwise required by
applicable laws and regulations.

We use various encryption technologies at software and hardware levels to protect the
transmission and storage of personal data. We conduct periodic testing and assessment to
determine the efficiency of our data processing and management technologies. We also use
anti-malware, endpoint protection, network protection, security monitoring and application
and platform security tools to protect data privacy. To minimize the risk of data loss or
leakage, we maintain contingency, redundancy and conduct regular data backup and data
recovery tests. To further strengthen the protection of our data, we leverage our technology
infrastructure, including our AntChain technologies, cybersecurity expertise and the
OceanBase proprietary database technology. We use these proprietary technologies to
enhance the reliability, stability and security of our database.
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We have entered into a Data Sharing Agreement with Alibaba with a renewed term of a
total of 50 years. The Data Sharing Agreement provides for a governance framework
regulating the sharing, access to and use of the data and the data of Alibaba and Alibaba's
controlled and certain other affiliates, subject to compliance with applicable laws and
regulations. See “Connected Transactions — Data Sharing Agreement.”

Sharing of data between us and Alibaba is subject to assessment and approval by our and
Alibaba’s respective data protection and privacy teams, as well as relevant business and
compliance teams. This assessment includes an evaluation of the purpose of the sharing, the
legal basis for the sharing (such as the authorization of the user), the sensitivity of the data
to be shared, the applicability of safeguards (such as data transfer agreements) and whether
the sharing would otherwise be in accordance with applicable law and regulations.

We are subject to various laws and regulations relating to data protection and privacy, and
the collection and use of personal and behavioral data in China and the other jurisdictions
in which we operate. See “Regulation.”

As aresult of our efforts, our PRC Legal Advisors are of the view that we are in
compliance with the applicable PRC laws and regulations relating to the collection, use,
disclosure or security of personal data in all material respects.

Risk Management and Internal Control

We have established comprehensive risk management and internal control systems
consisting of policies and procedures that we consider to be appropriate for our business
operations.

Risk Management Framework

Our overall risk management framework and strategies are set out by the Ant Group Risk
Management Committee (“Ant Group RMC"), which is headed by our Executive Chairman
and our CEO, and comprises other senior members of our management team across a range
of functional departments, including enterprise risk management, finance, security, legal,
compliance and human resources. The responsibilities of the Ant Group RMC include
providing oversight of the risk management framework, allocating risk management
responsibilities, approving risk management strategies, assessing our overall risk exposures
and approving responses to mgjor risk events.

The risk management framework defines our overall risk approach, identifies the principal
risks we face as an organization and provides direction to our employees to manage these
risks. The implementation of the risk management framework is delegated to our senior
management, business units and functional departments, and involves multiple layers of
monitoring and supervision. We refer to this implementation model as the “Three Lines of
Defense”:

. First line of defense — Operational management of each of our business units
and functional departments are responsible for directly assessing, controlling and
mitigating risks in their respective business areas. The primary responsibility for
designing and implementing internal control policies lies with the respective
business units and functional departments;
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. Second line of defense — Our enterprise risk management team is responsible
for monitoring and inspecting risk management practices, and assisting with risk
reporting to Ant Group RMC. The enterprise risk management team assists
business units and functional departments in implementing internal control
policies across our organization; and

. Third line of defense — Our internal audit department is responsible for
independently assessing the effectiveness of our risk management protocols,
internal control and corporate governance, and recommending remediation
actions to any deficiencies identified. In addition, our independent anti-bribery
and corruption team works together with internal control, internal audit and other
risk management teams to provide training and ongoing integrity supervision
pertaining to anti-bribery and corruption matters.

All of these measures are designed to ensure we effectively implement risk management
policies with respect to various aspects of our business operations. The Ant Group RMC,
our enterprise risk management team, internal audit department and senior management
together monitor the implementation of our risk management on an ongoing basis to ensure
our policies and implementation are effective and sufficient.

Information System Risk Management

We have established comprehensive systems and policies to ensure the integrity of our data
and data systems. See “— Our Technology” and “— Data Protection and Privacy” for
further details.

Partner Financial Institutions Risk Management

We have established comprehensive systems and policies to manage risks together with our
partner financial institutions. Through a combination of automated systems and manual
checks, our Financial Institutions Risk Management Team regularly monitors our
collaboration with partner financial institutions to ensure our partners maintain effective
service levels.

Prior to forming a business relationship, we thoroughly assess the financial institution’s
suitability across a range of objective metrics. Once a business relationship is formed, we
establish risk measures specific to the nature of each respective business relationship,
which we then monitor on an ongoing basis. We further enhance our risk analysis by
leveraging proprietary technology to evaluate the potential impact of external factors and
events.

In addition to ongoing monitoring, we conduct annual reviews on all of our partner
financial institutions and adjust our risk management policies based on external factors and
market developments.

Anti-money Laundering and Counter-terrorism Financing Risk Management

To ensure our day-to-day operations comply with applicable AML regulations in

jurisdictions where we operate, we have put in place comprehensive AML policies and
procedures.
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The AML policies define the roles of the enterprise risk management team, AML Team,
internal audit team and business units and functional departments in managing risks related
to AML, counter-terrorism financing, financial crimes and sanctions compliance. Based on
these policies, specific AML procedures are put in place, such as “know your customer”
procedures, transaction monitoring, reporting of suspicious transactions, and record
retention. We also leverage technology to improve the efficiency of the operation of AML
procedures. For example, we have developed an intelligent AML system to monitor and
identify suspicious transactions, and we apply blockchain technology to AML information
management.

To ensure our employees are kept up-to-date with regulatory updates and our AML policies
and procedures, we provide regular training to our employees who have AML
responsibilities.

Internal Control Risk Management

To ensure strict compliance of our business operations with applicable rules and
regulations, we have designed and adopted a set of comprehensive internal control policies.
The implementation of such policies is overseen by our Internal Control Team, which is
also responsible for (i) performing group-level risk assessments, (ii) providing advice on
risk management practice, and (iii) establishing authorization and approval protocols.

To reinforce the control environment and ensure the effectiveness of internal control across
our organization, our Internal Control Team works closely with our business units and
functional departments (such as legal and compliance, finance, procurement and security) to
monitor and improve the implementation of internal control processes in our day-to-day
business operations.

We continually review our risk management policies and measures to ensure our policies
and implementation are effective and sufficient.

I nvestments and Acquisitions Risk Management

We invest in or acquire businesses that are strategically complementary to our business and
aligned with our own growth strategies. In order to protect our interests as shareholders and
control the potential risks associated with our investments, we generally request for
customary investor protection rights, which may include: (i) right to appoint directors, (ii)
information rights, (iii) pre-emptive rights, (iv) right of first refusal, (v) tag-along rights,
(vi) anti-dilution rights, (vii) veto rights on significant matters, (viii) liquidation preference;
and (ix) redemption rights.

We have established a dedicated team of professionals for our investments and acquisitions,
comprising the investment team, portfolio management team, investment finance team and
investment legal team. These teams collaborate on investment projects and perform their
respective functions, including deal sourcing, negotiations, due diligence and identification
of potential risks, valuation, making investment recommendations and carrying out post-
investment management.

Final investment decisions are subject to approval from our Board and shareholders as
necessary in accordance with our articles of association and internal policies.
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Financial Reporting Risk Management

We have established a set of accounting policies in connection with our financial reporting
risk management, which covers budget management, treasury management, financial
statements preparation and staff management. We have procedures and IT systems in place
to facilitate the implementation of our accounting policies and review of our management
accounts. We also provide regular training to our finance department employees to ensure
that they are kept up-to-date with our financial management and accounting policies.

Business Contingency

To ensure the continuity of our business, we have put in place contingency plans for
detecting and responding to emergency incidents. Our technology and business monitoring
functions are responsible for detecting emergency incidents such as any irregular activities
and external complaints. In the event of an emergency incident, our contingency plans set
out prescribed response protocols applicable to our various business units. In addition, our
combined operations center would conduct a comprehensive assessment upon the
occurrence of an emergency incident, and if necessary, formulate any additional responses.

We continually assess the effectiveness of our contingency plans, and would perform
reviews after each emergency incident to identify potential areas for improvement. We also
conduct regular emergency response drills to ensure our employees are familiar with our
response protocols.

Customer Service and Consumer Protection

Customer experience and satisfaction have always been deeply rooted in our mission and
we are committed to delivering an exceptional level of service to our customers. Our
dedicated team of customer service associates and contracted customer service staff provide
24/7 support through email, telephone, chat and social media. We also offer self-service
tools and Al-powered automated customer service which can solve our customers' problems
more efficiently.

We have adopted a philosophy we refer to as “New Customer Service,” through which we
revolutionized more passive, responsive customer service models to a decisioning
technology and customer-centric model based on our customer insights. We use our
customer insights to analyze customer service needs and reach out to customers to
proactively address issues. The constant and automatic updates to our customer service
knowledge base allow us to assess potential issues users may encounter in real time and
send them precise service information even before users have contacted us for help.

Sales and Marketing

As Alipay is the largest commercial app according to iResearch, we enjoy wide consumer
recognition of our brand and significant organic traffic through word-of-mouth. We believe
the reputation and ubiquitous awareness of our brand and platform in China provide us
with the most cost-efficient marketing channel. In addition, we also use other marketing
initiatives to promote our platform and service offerings, including joint promotion with
merchants.

- 185 -



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

OUR BUSINESS

We design our sales and marketing activities to expand coverage of users and merchants
and strengthen user mindshare, engagement, service expansion and customer lifetime value
by promoting multiple services. We often launch joint promotion efforts with our partners
and others in our ecosystem to help them effectively reach and engage with customers by
leveraging our customer insights, leading technologies, innovative services and operating
experiences. This attracts additional participants and increases engagement in our
ecosystem, while creating mutual benefits and enhancing the efficiency of our own sales
and marketing activities. Promotional activities include various types of coupons, rewards,
membership points or other benefits and incentives.

Customers and Suppliers

Our customers primarily include Alibaba, commercial banks, asset management companies,
insurance companies and various merchants. In 2017, 2018, 2019 and the six months ended
June 30, 2020, revenues from our top five customers accounted for 14.4%, 20.0%, 23.7%
and 22.6% of our total revenues for the respective periods. Alibaba was our largest
customer in each of 2017, 2018, 2019 and the six months ended June 30, 2020 and
contributed to 8.9%, 9.2%, 8.1% and 6.2% of our revenues for the respective periods.

MY bank, our associate, was our second largest customer in each of 2017, 2018, 2019 and
the six months ended June 30, 2020 and contributed to 2.7%, 5.2%, 5.3% and 6.2% of our
revenues for the respective periods.

In addition to Alibaba, our major suppliers are primarily commercial banks who charge us
transaction fees. In 2017, 2018, 2019 and the six months ended June 30, 2020, our top five
suppliers accounted for 39.1%, 22.9%, 32.0% and 35.3% of our purchases for the
respective periods. In 2017, 2018, 2019 and the six months ended June 30, 2020, our
largest supplier accounted for 15.1%, 5.5%, 9.7% and 8.2% of our purchases for the
respective periods. Alibaba was our largest supplier in each of 2017, 2019 and the six
months ended June 30, 2020. See “Connected Transactions” for further details about our
transactions with Alibaba.

During the Track Record Period and up to the Latest Practicable Date, to the knowledge of
our Directors, other than (i) Mr. Jack Ma, who owned an equity interest of approximately
4.8% in Alibaba as of July 2, 2020, (ii) Mr. Joe Tsai, who owned an equity interest of
approximately 1.6% in Alibaba as of July 2, 2020, (iii) each of our other executive
Directors, non-executive Directors and Supervisors who owned an insignificant number of
shares of Alibaba and (iv) Mr. Fred Hu, who had an insignificant interest in Alibaba, none
of our Directors and their respective associates or any of our Shareholders who held more
than 5% of our issued share capital had any interest in our top five customers or suppliers.

Due to our comprehensive business cooperation and strategic relationship, Alibaba is both
our major customer and major supplier. See “Financial Information — Material Related
Party Transactions” for our transactions with the Alibaba Group during the Track Record
Period. See “Relationship with Controlling Shareholders — Relationship with Alibaba”’ for
further details about our cooperation with Alibaba. See “Connected Transactions” for the
continuing arrangement with the Alibaba going forward. Please also see “Risk Factors —
Risks Related to Our Business and Industry — If we cannot resolve any potential conflict
between us and Alibaba in our favor, our business, financial condition, results of operations
and prospects may be materially and adversely affected.”
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Socially Responsible Mindset

At Ant Group, we believe acting in a socially responsible way is an integral part of our
business model. Since our company was established in 2004, we have been highly
committed to supporting and participating in charitable and socially responsible projects
that align with our core values and mission, and to establishing inclusive technology and
innovations to extend the benefits of our technological capabilities to the community at
large.

Our major corporate social responsibility initiatives include:
Providing Digital Solutions to Fight the COVID-19 Pandemic

As a direct response to the COVID-19 pandemic, we developed digital solutions designed
to mitigate the negative impact on consumers and businesses and assist in resumption to
normal life. These solutions are provided as part of our daily life services through the
Alipay app, and include services such as convenient access to real-time COVID-19
information and certification of COVID-19 test results.

We also collaborated with Alibaba Health Information Technology Limited to digitalize
specific healthcare and medical services to ease the stress points induced by the COVID-19
pandemic, including online healthcare consultation, psychological counseling, and
prescription drug management and delivery.

In addition, we worked with local governments to issue e-coupons via our Alipay app to
stimulate domestic consumption. Leveraging our massive user base and customer reach, we
distributed over RMB?7 billion worth of e-coupons to consumer across 170 cities in China
through our Alipay platform. These e-coupons can be used at offline stores and online
platforms such as Ele.me and Koubei, which accept Alipay. As of the Latest Practicable
Date, over RMB3.5 hillion worth of e-coupons have been redeemed to facilitate domestic
consumption of RMB28 hillion.

Digitalization of Charity

We aim to leverage our technology and innovation to resolve social issues and create more
inclusive social opportunities. In 2019, we launched the Alipay Foundation that focuses on
environmental sustainability.

Alipay Charity Donation

In 2008, we launched Alipay Charity Donation as an online fundraising channel for those
affected by 2008 Sichuan earthquake. In 2016, the Alipay Charity Donation became one of
the first Internet funding platforms approved by the Ministry of Civil Affairs for charitable
organizations. The Alipay Charity Donation utilizes blockchain technology to deliver
greater transparency and efficiency for donations.

Ant Forest

In 2016, we launched Ant Forest, a tree planting mini-program in our Alipay app where our
users can earn green energy points on Ant Forest through opting for low carbon lifestyle
choices, such as renting shared bikes, recycling paper and plastics, and holding video
conference meetings. Green energy points earned by our users can be spent to instruct us or
a nonprofit organization to plant trees, conserve a certain area of land for biodiversity
conservation or support poverty-stricken farmers by purchasing local produce from them.
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In 2019, Ant Forest was awarded “2019 Champions of the Earth” award, the United
Nations' highest environmental award, and “2019 UN Global Climate Action Award”, for
using digital technologies to scale up climate action. Since 2016, the Ant Forest initiative
has helped the planting of over 200 million trees.

Ant Farm

In 2017, we launched Ant Farm, a donation mini program in our Alipay app. By using our
digital payment services to make donations, our users compete with each other to earn
points and raise virtual chickens on Ant Farm, which eventually lay virtual eggs that can be
used to support charitable initiatives for women and children, among others.

Creating Job Opportunities and Promoting Equality

Since our establishment, our Alipay app has curated many mini programs that have created
a wide range of job opportunities for people from various demographics. Since the
COVID-19 outhreak, we have focused on assisting college graduates and migrant workers
to find employment through our platform, and ease the adverse impact of COVID-19.

We assist and empower women through technology and innovation, providing them with
opportunities in education, employment, and entrepreneurship. In July 2020, together with
Alibaba, we launched the Cyber Mulan program with a five-year plan to enable 50 million
women to achieve their technology dreams. Cyber Mulan initiatives include training one
million managers with digital skills, facilitating RMB50 billion interest-free loans,
providing 100 entrepreneurship opportunities, launching 100 digital education programs and
creating 100,000 new jobs for women in technology small businesses. Various initiatives
have been launched as part of the Cyber Mulan program, which includes:

. Wind Rider Project: In July 2019, Alipay Foundation, China Children and
Teenagers' Fund and China Youth Development Foundation jointly announced the
Wind Rider Project, an initiative dedicated to supporting the long-term
development of women'’s football in rural China by providing funding,
equipment, and training support.

. A-ldol Initiative: In August 2019, Alipay Foundation, Alibaba Al Labs and China
Women's Development Foundation jointly announced the A-ldol Initiative, with
the goal to bring jobs related to the artificial intelligence development to rural
areas in China, with a focus on prioritizing opportunities for women. This
initiative provides participants with training courses and professional
qualifications.

Supporting Poverty Relief and Rural Development in China

We are committed to contributing to China’s poverty relief initiatives. We apply digital
technology to help farmers and rural small businesses better manage their production and
operations. We also work with partner financial institutions to deliver inclusive finance
services to local communities in remote mountainous areas to support economic
development and revitalization.
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In collaboration with MY bank, we work with several hundred local governments, including
some in poverty-stricken areas, to provide rural households and small business with access
to inclusive, sustainable financial services.

Competition

Our Alipay platform and Ant ecosystem are unique. We strive to create value for
consumers, business and partner financial institutions by delivering the capabilities and
offerings of our Alipay platform and ecosystem as a whole. Our leadership as a digital
payment services provider and digital finance platform is the result of our holistic platform
approach to serving our customers at different stages of their lives and business
development, instead of growing each of our services individually.

While we believe our business model and platform is highly differentiated and there are no
other companies that operate their businesses in the same way, our offerings must stay
competitive so we can maintain and grow the number and engagement of consumers and
merchants:

. Consumers — We compete to attract, engage and retain consumers based on the
variety and value of digital payment and digital finance products available on our
platforms, the overall user experience of our products and services and the
security of our Alipay app and other services offerings.

. Merchants — We compete to attract and retain merchants based on the scale and
the engagement of consumers on our platforms. In addition, we compete on the
basis of the convenience, quality and the innovative nature of our products and
services to merchants, which include payment and merchant services, credit
products, insurance and investment options.

. Talent — We compete for motivated and capable talent, including technology and
financial services talent.

As we develop new businesses and expand into new sectors and regions, we face
competition from major players in these sectors and regions. In addition, as we expand our
businesses and operations into an increasing number of international markets, we
increasingly face competition from domestic and international players operating in these
markets. See “Risk Factors — Risks Related to Our Business and Industry — If we are
unable to compete effectively, our business, prospects, financial condition, results of
operations and prospects would be materially and adversely affected.”
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Environmental and Work Safety

We are not subject to significant health, work safety or environmental risks. To ensure
compliance with applicable laws and regulations, from time to time, our human resources
department would, if necessary and after consultation with our legal advisors, adjust our
human resources policies to accommodate material changes to relevant labor and safety
laws and regulations. During the Track Record Period and up to the Latest Practicable
Date, we had not been subject to any material fines or other penalties due to non-
compliance with health, safety or environmental regulations.

Employees

We had a total of 9,273, 12,717, 15,169 and 16,660 full-time employees as of December
31, 2017, 2018 and 2019 and June 30, 2020, respectively. The increase in our employees
was primarily due to rapid expansion of our business and operations. A substantial majority
of our employees are based in China. As of June 30, 2020, 63.9% of our employees are
primarily engaged in technology related work, and many of them have contributed to our
innovation and research and development efforts. We believe that we have a good working
relationship with our employees, and we have not experienced any significant labor
disputes.

The following table sets forth a breakdown of our employees by function as of June 30,
2020.

Per centage of

Number of Total Number

Function Employees of Employees
(%)

Technology ......... ... ... ... .. . .. .. .. . ... ... .. 10,646 63.9
Business operation ............ ... ... ... . ... 1,878 11.3
Salesand marketing . ........ ... ... ... ... 2,276 13.7
Administration. . ........... ... . 1,860 11.2
Total. ..o 16,660 100.0

We offer in-house and external training to employees at all levels in accordance with their
functions, positions and responsibilities. The training curriculum is designed by our central
functions, and covers both soft skills and technical skills. Additional training is provided
locally to satisfy specific country needs.

None of our employees are represented by a union or collective bargaining agreements.
During the Track Record Period, we did not experience any strikes, work stoppages, labor
disputes or actions which had a material adverse effect on our business and operations.

In the PRC, we are required to register with the relevant governmental authorities and
make contributions to certain social insurance and housing provident funds on behalf of our
employees. During the Track Record Period, we complied with all material aspects of these
requirements and were not subject to any material administrative fines or penalties.
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Intellectual Property

Intellectual property rights are important to our business, and we devote significant time
and resources to their development and protection. We rely on a combination of patent,
trademark, copyright and domain name protection in China and other jurisdictions in which
we operate, as well as confidentiality procedures and contractual provisions to protect our
intellectual property.

In general, our employees must enter into a standard employment contract which includes a
clause acknowledging that all inventions, trade secrets, developments and other processes
generated by them during their employment with us are our properties, and assigning to us
any ownership rights that they may claim in those works.

In September 2019, pursuant to the SAPA, we and Alibaba signed a series of intellectual
property transfer agreements to transfer certain of the intellectual properties registered in
the name of Alibaba in connection with an intellectual property license and software
technology services agreement signed in 2011 and amended and restated in 2014 (the “2014
IPLA”). As of the Latest Practicable Date, Alibaba and its subsidiaries have transferred a
portion of such intellectual property to us and are in the process of transferring the
remaining portion of such intellectual property to us. In August 2020, pursuant to the
SAPA, we and Alibaba signed another series of intellectual property transfer agreements to
transfer the intellectual properties covered by the 2019 IPLA (which amended and restated
the 2014 IPLA).

As of July 31, 2020, our patent portfolio included 26,279 patents and patent applications,
of which 6,382 of them were granted, registered or pending for patent certificates. 40.2%
of our patents and patent applications, or 10,555, were filed in mainland China and 59.8%
of our patents and patent applications, or 15,724, were filed in other countries and regions,
including Hong Kong, the United States, Taiwan, Singapore, Europe, India, Japan, South
Korea and 31 other countries and regions including Thailand, Malaysia, Indonesia, the
Philippines and Australia.

Specifically, as of July 31, 2020, we had 583 registered patents, 303 approved patent
applications, and 5,317 pending patent applications worldwide relating to blockchain
technologies. We ranked first in terms of the number of published blockchain-related patent
applications from 2017 to the six months ended June 30, 2020, according to IPR Daily and
the patent database IncoPat. We also ranked first in terms of the number of granted
blockchain-related patents from 2016 through 2019, according to a 2020 survey conducted
by the Patent Protection Association of China.

As of July 31, 2020, we owned 8,569 trademarks, including 6,332 trademarks in various
classes and registered with the China Trademark Office and 2,237 trademarks in various
other jurisdictions. In addition, we had 4,109 pending trademark applications, including
2,481 pending with the China Trademark Office and 1,628 pending trademark applications
in various other jurisdictions. Among our trademarks, we owned 71 trademarks in various
classes and registered with the China Trademark Office that we consider to be material to
our business and 22 registered trademarks that we consider to be material to our business
in various overseas jurisdictions.

As of July 31, 2020, we held 677 copyright registrations, including 490 software copyrights
and 187 other copyrights. Among our copyright registrations, 29 software copyrights and
five other copyrights registered with the National Copyright Administration of China as of
July 31, 2020 were considered to be material to our business.
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We owned 3,927 registered domain names, including nine registered domain names that we
consider to be material to our business, as of July 31, 2020.

As of the same date, we had 148 registered non-patent design rights (including Registered
Community Design in Europe), four approved applications for non-patent design rights
pending registration and 221 pending applications for non-patent design rights.

See “Appendix VII — Statutory and General Information — B. Further Information About
Our Business — 2. Material Intellectual Property Rights” and “— Intellectual Property” for
details of our material intellectual property rights.

Despite our precautions, however, third parties may obtain and use intellectual property that
we own or license without our consent. During the Track Record Period, we did not find
any material disputes or any other pending material legal proceedings of intellectual
property rights with third parties during the Track Record Period and up to the Latest
Practicable Date. However, unauthorized use of our intellectual property by third parties
and the expenses incurred in protecting our intellectual property rights from such
unauthorized use may adversely affect our business and results of operations. See “Risk
Factors — Risks Related to Our Business and Industry — We may not be able to fully
protect our intellectual property rights; third parties may allege that we are infringing their
intellectual property rights.

Insurance

We have obtained insurance to cover certain potential risks and liabilities, such as property
damage, business interruption, loss of profit insurance and public liabilities for certain
businesses we operate. We do not maintain key-man life insurance. During the Track
Record Period, we did not make any material insurance claims in relation to our business.
Our employee-related insurance consists of pension insurance, maternity insurance,
unemployment insurance, work-related injury insurance, medical insurance and housing
funds, as required by Chinese laws and regulations. We also purchase supplemental
commercial medical insurance and accident insurance for our employees.

We consider our insurance coverage to be adequate as we have in place all the mandatory
insurance policies required by Chinese laws and regulations and in accordance with the
commercial practices in our industry. However, our insurance policies are subject to
standard deductibles, exclusions and limitations. As a result, our insurance policies may not
be able to cover all of our losses and we cannot provide any assurance that we will not
incur losses or suffer claims beyond the limits of, or outside the relevant coverage of, our
insurance policies. See the section headed “Risk Factors — Risks Related to Our Business
and Industry — We may not have sufficient insurance coverage to cover our business risks’
in this document.
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Property
Owned Properties

We owned a parcel of land with a total area of 88,566 square meters in Hangzhou,
Zhejiang Province as of June 30, 2020. We are in the process of constructing a campus to
be used as our headquarters on the parcel of land. We have obtained all necessary licenses,
permits and approvals for such construction.

We owned five units and 19 floors in an office building in Shanghai with an aggregate
gross floor area of 49,035 square meters, for which we had not obtained the title
certificates and the corresponding land use right certificates, as of June 30, 2020. In the
PRC, title certificates for buildings and the corresponding land use right certificates are
typically obtained a period of time after the owner take possession of the property. Our
PRC Legal Advisors have advised us that there is no substantial legal impediment for us to
obtain such title certificates.

We owned 11 floors in another office building in Shanghai with an aggregate gross floor
area of 13,724 square meters in respect of which we had obtained the title certificates and
the corresponding land use right certificates, as of June 30, 2020.

Leased Properties

We leased 25 properties with a gross floor area of more than 1,000 square meters in China
(which, in aggregate, have a gross floor area of approximately 190,638 square meters) as of
June 30, 2020. As of the same date, we also |eased one property with a gross floor area of
more than 1,000 square meters outside China, which has a gross floor area of 23,000
square feet in Kansas City, Missouri, USA as of June 30, 2020. These properties are
principally used as office premises for our business operations. The terms of these |lease
agreements generally range from 24 to 36 months. In the event we are unable to renew any
of the leases or continue to use any of these properties, the Directors believe that we could
relocate our operations to new properties without undue cost or disruption to our business.

As of June 30, 2020, among the 25 properties in China with a gross floor area of more
than 1,000 square meters, lessors of six |eased properties with an aggregate gross floor area
of approximately 12,176 square meters had not provided us with valid title certificates or
relevant authorization documents evidencing their rights to lease the properties to us, and
the current use of four leased properties with an aggregate gross floor area of
approximately 60,099 square meters was inconsistent with the permitted use. As a result,
these leases may not be valid, and there are risks that we may not be able to continue to
use such properties. These properties are primarily used as office premises for our business
operations, and our servers and network facilities used for providing services to our users
are not kept in any of these leased properties. As such, our Directors believe that we could
relocate our operations to new properties without undue cost or disruption to our business,
and does not consider the property defect described above will have a material adverse
effect on our business operations.

As none of our properties had a carrying amount of 15% or more of the consolidated total
assets, we are not required to include a property valuation report in this document.
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License and Permits

As of the Latest Practicable Date, we possessed all material licenses, permits and approvals
necessary for the operation of our business in the jurisdictions in which we operate, and
such licenses, permits and approvals are still valid and in force. We have not experienced
any refusal of the renewal application of any material licenses, permits or approvals
necessary for the operation of our business.

Our principal licenses include:

Country/Region

Supervisory Authority

License

Mainland China

Hong Kong

Macau

Singapore

L uxembourg

United Kingdom

MIIT

PBOC
CSRC

CBIRC

Chongging Local Financial
Regulatory Bureau, formerly
known as “Financial Affairs
Office of the Chongqing
Municipality Government”

Chongging Local Financial
Regulatory Bureau

Hong Kong Monetary Authority
(HKMA)

Money Authority of Macau

The Monetary Authority of
Singapore (MAYS)

The Commission de Surveillance
du Secteur Financier

Financial Conduct Authority
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» Value-added telecommunication
operating license (Internet
information services and
e-commerce)

e Payment service license

e License for securities and futures
business (fund distribution,
managing publicly-offered
securities investment funds and
asset management)

e Insurance company legal entity
license

« Sideline insurance agency license

e Approval for operating small
loan business

* Registration approval for
operating online credit platform
and online small loan products

e Stored Value Facility (SVF)
license

e Licensed Bank (virtual banking)
e Banking license

e Major payment institution license

e Electronic money institution

e Authorized Electronic Money
institution



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

OUR BUSINESS

Legal Proceedings and Compliance

We are involved from time to time, and may in the future be involved in, litigation, claims
or other disputes in the ordinary course of business regarding, among other things, recovery
of delinquent payments from our customers. Taking into account our experience and track
record in handling delinquent payments, we believe that legal proceedings initiated by us
do not have any significant impact or pose any material risk to our business. We have also
been, and may in the future be, involved in litigation, regulatory investigations or inquiries
and administrative proceedings that may not necessarily arise from our ordinary course of
business, such as securities class action lawsuits and investigations or inquiries by
securities regulators.

During the Track Record Period and up to the Latest Practicable Date, we were not
involved in any material litigation as a defendant. In addition, during the Track Record
Period and up to the Latest Practicable Date, neither we nor any of the Directors was
engaged in any litigation, claim or arbitration of material importance, nor, to the best of the
Directors' knowledge, is any litigation, claim or arbitration of material importance pending
or threatened against us or the Directors in relation to the Group.

We primarily operate in China, but have been expanding into several other countries and
regions where our business is regulated and supervised under different regulatory
environments. In each country and region where we operate, we have obtained all licenses
and qualifications necessary for our business and aim to keep our operation in compliance
with applicable laws and regulatory requirements. We aim to have constructive relationships
with regulators, monitor ever-changing regulatory environments and adopt adequate internal
procedures and guidelines to manage our operations in order to avoid potential non-
compliance or misconduct. AML, counter-terrorist financing and sanctions as well as data
privacy policies and procedures of the Group companies are designed to comply with
applicable local laws and regulations. Policies and procedures vary across the Group
depending on business activities, products offered and the requirements of local laws and
regulations.

During the Track Record Period, and up to the Latest Practicable Date, we had complied
with the relevant laws and regulations in relation to our business in all material respects.
During the Track Record Period, we and our major subsidiaries as listed in “History and
Development — Group Structure, Major Subsidiaries and Key Associates’ were subject to
22 incidents of minor fines for an aggregate of approximately RMB10.6 million from local
counterparts of the PBOC, the SAFE, the CBIRC and the relevant tax authorities. In
addition, our income of approximately RMB20,700 was confiscated due to a minor
compliance violation. These fines and penalties did not have any material adverse effect on
our business, results of operations, and were not due to any systemic issues.
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Overview

We have entered into a number of continuing transactions with our connected persons in
our ordinary and usual course of business. The transactions disclosed under this section
will constitute continuing connected transactions under Chapter 14A of the Hong Kong

Listing Rules upon completion of our H Share [REDACTED)].

Summary of Our Connected Persons

The table below sets forth certain parties who will become our connected persons upon
completion of our H Share [REDACTED] and with whom we have entered into certain
continuing transactions which will constitute continuing connected transactions following
our H Share [REDACTED]:

Name Connected Relationship

Hangzhou Yunbo Hangzhou Yunbo is the executive partner and
general partner of Hangzhou Junhan and Hangzhou
Junao, our substantial Shareholders, and has the
power to manage their businesses, including power
to vote in respect of the Shares held by Hangzhou
Junhan and Hangzhou Junao.

Alibaba, its subsidiaries and Alibaba is one of our substantial Shareholders
associates (the “Alibaba Entities”)

Our Continuing Connected Transactions with Alibaba
Restructuring under 2011 Framework Agreement

Alipay China was established in December 2004 by Alibaba to provide digital payment
services to consumers and merchants on Alibaba’'s platforms. In 2011, we took control of
Alipay China and entered into a framework agreement in July 2011 with, among others,
Alibaba, Alipay China, Mr. Jack Ma and Mr. Joe Tsai and certain of their respective
affiliates (the “2011 Framework Agreement”), along with various implementation
agreements that included a commercial agreement that governs our provision of payment
services to Alibaba and certain of its subsidiaries (the “Payment Services Commercial
Agreement”), an intellectual property license and software technology service agreement
(the “2011 IPLA"), and the Shared Services Agreement, which together governed important
financial and commercial relationships between us and Alibaba.

- 196 -



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

CONNECTED TRANSACTIONS

Restructuring under SAPA

In August 2014, we restructured our relationships with Alibaba and entered into the SAPA,
which was subsequently amended, and entered into or amended certain ancillary agreements
that included an amendment and restatement of the 2011 IPLA (the “2014 IPLA™), an
amendment to the Payment Services Commercial Agreement, the Trademark Agreement, the
SME Loan Cooperation Framework Agreement, the Data Sharing Agreement, the SME Loan
Software System Use and Service Agreement, and an amendment of the Shared Services
Agreement. Under the SAPA, Alibaba agreed, among other things, to acquire a 33% equity
interest in our Company subject to the receipt of the necessary PRC regulatory approvals
and the satisfaction of other conditions set forth in the SAPA; and we agreed to, among
other things, purchase certain securities and assets primarily relating to the SME loan
business and other related services, together with the related know-how and intellectual
property. Our purchase of the SME loan business and related know-how and intellectual
property was completed in February 2015.

In connection with Alibaba’s receipt of a 33% equity interest in us in September 2019 and
becoming one of our substantial Shareholders, the 2014 IPLA was amended and restated
(the “2019 IPLA") and the royalty and software technology service payment arrangement
under the 2014 IPLA was terminated. Additionally, we entered into the Cross License
Agreement in relation to certain patents, trademarks, software and other technology, and
various intellectual property transfer agreements. The 2019 IPLA will terminate upon the
earlier of the completion of our H Share [REDACTED] and A Share [REDACTED], and
hence is expected to terminate on [REDACTED].

The Payment Services Commercial Agreement, the Cross License Agreement, the Data
Sharing Agreement, the Trademark Agreement, the Shared Services Agreement, the SME
Loan Cooperation Framework Agreement and the SME Loan Software System Use and
Service Agreement form the framework of our continuous strategic relationship with
Alibaba. Furthermore, the Payment Services Commercial Agreement, the Cross License
Agreement, the Data Sharing Agreement and the Trademark Agreement are part of the long-
term arrangements between us and Alibaba as envisioned under the SAPA. These
agreements and the transactions contemplated thereunder have been in place for a long
time; and the arrangements have proven to be crucial to the continuous strategic
relationship between us and Alibaba and strategic and synergistic to both of our and
Alibaba’'s businesses.

Other Continuing Connected Transactions

In addition, we cooperate with Alibaba in other areas as our respective businesses grow and
expand:

. We extend payment processing and escrow services to Alibaba's subsidiaries and
associates pursuant to separate payment services agreements entered into with
these subsidiaries and associates outside the scope of the Payment Services
Commercial Agreement.

. We and Alibaba provide each other with certain marketplace software technology
services as set forth in the Marketplace Software Technology Services
Framework Agreement.

. We use Alibaba's cloud services and purchase certain cloud related products from
Alibaba, which are the subject of the Cloud Services Framework Agreement.
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Summary of Our Continuing Connected Transactions

Transactions

Applicable Proposed annual cap
Hong Kong for the year ending
Listing Rules Waiver Sought December 31,

Fully-exempt continuing
connected transactions

1.

Cross License
Agreement

Data Sharing Agreement

Trademark Agreement

SME Loan Cooperation
Framework Agreement

SME Loan Software
System Use and Service
Agreement

Hangzhou Yunbo Shared
Services Framework
Agreement

Transaction amount to
be paid by Hangzhou
Yunbo to us

Transaction amount to
be paid by us to
Hangzhou Yunbo

2020 2021 2022
(RMB in millions)

14A.34, N/A N/A N/A N/A
14A.52,

14A.53 and

14A.76

14A.34, N/A N/A N/A N/A
14A.52,

14A.53 and

14A.76

14A.34, N/A N/A N/A N/A
14A.52,

14A.53 and

14A.76

14A .34, N/A N/A N/A N/A
14A.52,

14A.53 and

14A.76

14A.34, N/A N/A N/A N/A
14A.53 and
14A.76

14A.34, N/A
14A.53 and
14A.76

N/A N/A N/A

N/A N/A N/A
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Applicable Proposed annual cap
Hong Kong for the year ending
Transactions Listing Rules Waiver Sought December 31,
2020 2021 2022
(RMB in millions)
Partially-exempt continuing
connected transactions
1. Shared Services 14A.34, Announcement
Agreement 14A.35 and requirement under
14A.76 Chapter 14A of the
Hong Kong Listing
Rules
Transaction amount to 300.0 400.0 500.0
be paid by Alibaba
Entities to us
Transaction amount to 1,700.0 2,200.0 2,500.0
be paid by us to
Alibaba Entities
Non-exempt continuing
connected transactions
1. Payment Services 14A.34, Requirements as to N/A N/A N/A
Commercial Agreement  14A.35, announcement,
14A.36, circular, independent
14A .49, shareholders’ approval
14A.52, and non-monetary
14A.53t0 59 annual caps under
and 14A.71 Chapter 14A of the
Hong Kong Listing
Rules
2. Other Payment Services 14A.34, Requirements as to 3,300.0 5,300.0 7,000.0
Agreements 14A.35, announcement, circular
14A.36, and independent
14A.49, shareholders’ approval
14A.53 t0o 59  under Chapter 14A of
and 14A.71 the Hong Kong Listing
Rules
3.  Marketplace Software  14A.34, Requirements as to
Technology Services 14A.35, announcement, circular
Framework Agreement  14A.36, and independent
14A.49, shareholders’ approval
14A.53t0 59 under Chapter 14A of
and 14A.71 the Hong Kong Listing

Rules
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Applicable Proposed annual cap
Hong Kong for the year ending
Transactions Listing Rules Waiver Sought December 31,

2020 2021 2022
(RMB in millions)

Transaction amount to 1,700.0 3,700.0 6,700.0
be paid by Alibaba

Entities to us

Transaction amount to 3,200.0 4,700.0 6,200.0

be paid by us to
Alibaba Entities

4, Cloud Services 14A .34, Requirements as to 3,600.0 5,400.0 7,100.0
Framework Agreement  14A.35, announcement, circular
14A.36, and independent
14A.49, shareholders’ approval

14A.53 t0 59 under Chapter 14A of
and 14A.71 the Hong Kong Listing
Rules

Fully-Exempt Continuing Connected Transactions

We set out below a summary of the continuing connected transactions for our Company
which are exempt from all of the reporting, annual review, announcement, circular and
independent shareholders’ approval requirements under Chapter 14A of the Hong Kong
Listing Rules.

1. Cross License Agreement

Date: September 23, 2019
Parties: The Company; and
Alibaba
Principal Pursuant to the cross license agreement (the “Cross License
Terms: Agreement”), each of Alibaba and us licenses to each other certain

patents, trademarks, software and other technology (including but not
limited to patents and software transferred to us from Alibaba) (the “IP
Rights”).

The Cross License Agreement also contains provisions relating to
cooperation and coordination between Alibaba and us on various
intellectual property matters, including prosecution, enforcement,
acquisition, and joint defense arrangements.

Term: The Cross License Agreement, which is ancillary to the SAPA, has a
term of approximately 45 years and will remain in full force and effect
until August 11, 2064, unless terminated earlier, which is similar to the
term of other long-term agreements ancillary to the SAPA.
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Pricing Policy:

Reasons for the
Transaction:

Hong Kong
Listing Rules
implication:

Neither party is required to pay any fee under the Cross License
Agreement.

The Cross License Agreement was entered into pursuant to the SAPA on
an arm’s length basis. Some of the patents, trademarks, software and
other technology owned by Alibaba are used in our business operations.
The arrangement under the Cross License Agreement allows us to
continue to use such patents, trademarks, software and other technology
after completion of the transactions under the SAPA. On the other hand,
some of the patents, trademarks, software and other technology
transferred to us from Alibaba will continue to be used in Alibaba’'s
business operations and it is therefore mutually beneficial to enter into
the Cross License Agreement. In addition, the arrangement helps pave
the way for future cooperation between Alibaba and us in research and
development.

As required by Rule 14A.52 of the Hong Kong Listing Rules, the period
for continuing connected transactions must not exceed three years,
except in cases where the nature of the transaction requires the contract
to be of a duration longer than three years.

Our Directors are of the view that the Cross License Agreement was
entered into on normal commercial terms and believe it is normal
business practice and in the interests of us and our Shareholders as a
whole for the term of the Cross License Agreement to be longer than
three years given (i) the nature of the IP Rights; (ii) the benefit of the
IP Rights to the sustainable success of our business and our overall
competitiveness; (iii) the term provides certainty for us to use the IP
Rights without interruption in the long run. If the Cross License
Agreement were to be renewed frequently, the uncertainty of the use of
IP Rights may hinder our ability to plan efficiently in the longer term,
thereby disrupting our business; (iv) the long-term nature of the
arrangement provides comfort that we would not be required to spend
unnecessary time, costs and resources to negotiate the terms of use of
the IP Rights, which would be financially, operationally and
administratively burdensome; and (v) the Cross License Agreement is
part of the long-term arrangements between us and Alibaba as
envisioned under the SAPA.

Having considered the strategic nature and importance of the Cross
License Agreement, the Joint Sponsors are of the view that it is
commercially justifiable and normal business practice for agreements of
the similar nature to be of a duration of around 45 years.

As neither party is required to pay any fee, the Cross License
Agreement will meet the de minimis transaction requirements under
Rule 14A.76 of the Hong Kong Listing Rules and are exempt from all
of the reporting, annual review, announcement, circular and independent
shareholders' approval requirements under Chapter 14A of the Hong
Kong Listing Rules pursuant to Rule 14A.76(1) of the Hong Kong
Listing Rules.
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2. Data Sharing Agreement

Date:

Parties:

Principal
Terms:

Term:

Pricing Policy:

Reasons for the
Transaction:

Historical
Amounts:

August 12, 2014 (as amended)
The Company; and
Alibaba

Pursuant to the data sharing agreement, as amended (the “Data Sharing
Agreement”), we and Alibaba can share certain data that are collected
or generated as a result of the use by users of our respective products
or services subject to applicable laws, regulations, industry standards
and contractual requirements. The Data Sharing Agreement provides for
(i) the initial scope of data sharing participants, participant requirements
and participating mechanism; (ii) rights and obligations of data sharing
participants when sharing data; and (iii) a governance framework for
principles and procedures that should be followed in the process of data
sharing. In practice, we and Alibaba make adjustments from time to
time in response to changes to applicable laws, regulations and industry
standards to ensure best practice in implementing the Data Sharing
Agreement.

The Data Sharing Agreement will remain in full force and effect until
the earlier of (i) August 11, 2064; and (ii) five years after the date when
the number of Shares held by Alibaba falls below certain threshold,
unless terminated earlier, which is similar to the term of other long-term
agreements ancillary to the SAPA.

We share the operational costs of the data sharing arrangement incurred
by Alibaba in proportion to the amount of data used by us.

We, Alibaba and other partners on our respective platforms accumulate
highly valuable customer insights for our business operations. The
governance framework set out in the Data Sharing Agreement which
ensures data sharing in compliance with applicable laws, regulations and
industry standards is strategically important to our long-term
development. The Data Sharing Agreement enables us to have
significant customer insights to better serve our consumers, merchants
and partners, and expand our service offerings.

For each of the years ended December 31, 2017, 2018 and 2019 and the
six months ended June 30, 2020, the amounts of expenses incurred by
us under the Data Sharing Agreement were approximately RMB3.6
million, RMB3.6 million, RMB4.2 million and RMB0.09 million,
respectively.
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Hong Kong
Listing Rules
implication:

As required by Rule 14A.52 of the Hong Kong Listing Rules, the period
for continuing connected transactions must not exceed three years,
except in cases where the nature of the transaction requires the contract
to be of a duration longer than three years.

Our Directors are of the view that the Data Sharing Agreement was
entered into on normal commercial terms and believe it is normal
business practice and in the interests of us and our Shareholders as a
whole for the term of the Data Sharing Agreement to be longer than
three years given that (i) long-term and stable data sharing and deep
customer insights will enable us to better serve our consumers,
merchants and partners, and expand our service offerings and is
strategically important to our long-term development; (ii) the long-term
nature of the data sharing arrangement provides comfort that we would
not be required to spend significant time, costs and resources to obtain
similar level of customer insights, which would be financially,
operationally and administratively burdensome; and (iii) the Data
Sharing Agreement is part of the long-term arrangements between us
and Alibaba as envisioned under the SAPA.

Having considered the strategic nature and importance of the Data
Sharing Agreement, the Joint Sponsors are of the view that it is
commercially justifiable and normal business practice for agreements of
the similar nature to be of a duration of around 50 years.

The transactions consummated under the Data Sharing Agreement are
conducted in the ordinary and usual course of business on normal
commercial terms, and we currently expect that the highest applicable
percentage ratio in respect of the cost payable under the Data Sharing
Agreement on an annual basis for the remaining term of the agreement
will not exceed 0.1%. The transactions under the Data Sharing
Agreement will therefore meet the de minimis transaction requirements
under Rule 14A.76 of the Hong Kong Listing Rules and are exempt
from all of the reporting, annual review, announcement, circular and
independent shareholders’ approval requirements under Chapter 14A of
the Hong Kong Listing Rules pursuant to Rule 14A.76(1) of the Hong
Kong Listing Rules.
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3. Trademark Agreement

Date:

Parties:

Principal
Terms:

Term:

Pricing Policy:

Reasons for the
Transaction:

August 12, 2014
The Company; and
Alibaba

Pursuant to the trademark agreement (the “ Trademark Agreement”),
Alibaba granted us:

. a non-transferable, non-assignable and non-sublicensable
(except to our subsidiaries) license for us and our sublicensed
subsidiaries to continue to use certain trademarks and domain
names based on trademarks owned by Alibaba, in connection
with our payment services business and the micro financing
business transferred by Alibaba to us, and in the same manner
of use as in August 2014; and

. a non-transferable, non-assignable and non-sublicensable
(except to our subsidiaries) license to use other trademarks
and domain names based on trademarks owned by Alibaba,
and in that manner, as Alibaba may agree to allow in the
future.

We and Alibaba further agreed to the rights and limitations that each
would have to use the “Ali” name or prefix and the “ecommerce” (and
its Chinese equivalent) name, prefix or logo as part of a trademark or
domain name in each party’s and its subsidiaries’ respective businesses.

The Trademark Agreement has a term of 50 years and will remain in
full force and effect until August 11, 2064, unless terminated earlier,
which is similar to the term of other long-term agreements ancillary to
the SAPA.

We are not required to pay any fee under the Trademark Agreement.

The Trademark Agreement was entered into in connection with the
SAPA on an arm’s length’s basis. Before Alibaba’s transfer of control of
Alipay and SME loan business to us, a portion of the trademarks and
domain names based on trademarks used in these payment services
business and SME loan business were owned by Alibaba. The
arrangement under the Trademark Agreement allows us to continue to
use such trademarks and domain names after the completion of the
transfer.

Following Alibaba's receipt of a 33% equity interest in us, Alibaba
transferred to us ownership of magjor trademarks and domain names that
were licensed by Alibaba to us and used in our business. Following
such transfer, Alibaba continues to own certain trademarks that contain
elements similar to the trademarks and domain names used in our
business. The Trademark Agreement remains in effect in accordance
with its terms to provide us a continued license of these trademarks.
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Hong Kong
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As required by Rule 14A.52 of the Hong Kong Listing Rules, the period
for continuing connected transactions must not exceed three years,
except in cases where the nature of the transaction requires the contract
to be of a duration longer than three years.

Our Directors are of the view that the Trademark Agreement was
entered into on normal commercial terms and believe that it is normal
business practice and in the interests of us and our Shareholders as a
whole for the term of the Trademark Agreement to be longer than three
years given (i) the above mentioned trademarks and the domain names
are commercially important to our business operations; (ii) the fact that
we have been using such trademarks and domain names in our business
operations and will continue to use them in the foreseeable future; and
the term provides certainty for us to use such trademarks and domain
names without interruption in the long run. If the Trademark Agreement
were to be renewed frequently, the uncertainty of the use of such
trademarks and domain names may hinder our ability to plan efficiently
in the longer term, thereby disrupting our business; (iii) the long-term
nature of the arrangements provides comfort that we would not be
required to spend unnecessary time, costs and resources to negotiate the
terms of use of such trademarks and domain names, which would be
financially, operationally and administratively burdensome; and (iv) the
Trademark Agreement is part of the long-term arrangements between us
and Alibaba as envisioned under the SAPA.

Having considered the strategic nature and importance of the Trademark
Agreement, the Joint Sponsors are of the view that it is commercially
justifiable and normal business practice for agreements of the similar
nature to be of a duration of around 50 years.

As we are not required to pay any fee, the transactions under the
Trademark Agreement will meet the de minimis transaction requirements
under Rule 14A.76 of the Hong Kong Listing Rules and are exempt
from all of the reporting, annual review, announcement, circular and
independent shareholders’ approval requirements under Chapter 14A of
the Hong Kong Listing Rules pursuant to Rule 14A.76(1) of the Hong
Kong Listing Rules.

4.  SME Loan Cooperation Framework Agreement

Date of
agreement:

Parties:

Principal
Terms:

August 12, 2014

The Company; and
Alibaba

Pursuant to the SME loan cooperative framework agreement (the “SME
Loan Cooperative Framework Agreement”), each party agreed to
cooperate with, and provide certain services with respect to, the other
party’s enforcement of certain rights of the other party against users of
its platforms and services and with respect to the provision of certain
financial services to Alibaba's customers and merchants. In particular:
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Term:

Pricing Policy:

Reasons for the
Transaction:

Hong Kong
Listing Rules
implication:

. We agreed, upon Alibaba’s request, to make loans and/or
extensions of credit and related financial services available to
Alibaba’s users subject to certain conditions agreed between
the parties, and to the extent authorized by the users in their
user agreements, freeze and pay over to Alibaba funds in
accounts of users violating Alibaba's rules and regulations or
agreements with Alibaba, accelerate loans and terminate
credit facilities of these users, restrict marketing activities on
its platforms by these users, and provide information
regarding these users, in each case in a manner to be further
agreed upon from time to time; and

. Alibaba agreed, upon our request, to close down or suspend
online storefronts and restrict marketing activities on its
platforms of persons defaulting on loans made by us and
persons in violation of rules and regulations of Alipay and to
publish notices on Alibaba’'s platforms and provide
information regarding these persons, in each case in a manner
to be further agreed upon from time to time.

The SME Loan Cooperation Framework Agreement has an initial term
of five years, with automatic renewals upon expiry for additional five-
year periods unless either party gives a non-renewal notice at least one
year prior to the renewal term.

Neither party is required to pay any fee in consideration for the services
provided by the other party, as the arrangement is mutually beneficial.

Some of the consumers and small businesses that borrow through our
platform are also users of Alibaba's platforms. Alibaba's assistance in
our loan enforcement efforts strengthens our risk management processes.

As required by Rule 14A.52 of the Hong Kong Listing Rules, the period
for continuing connected transactions must not exceed three years,
except in cases where the nature of the transaction requires the contract
to be of a duration longer than three years.

Our Directors are of the view that the SME Loan Cooperation
Framework Agreement was entered into on normal commercial terms
and believe that it is normal business practice and in the interests of us
and our Shareholders as a whole for the term of the SME Loan
Cooperation Framework Agreement to be longer than three years given
(i) the business opportunities and efficiency brought by the
arrangement; and (ii) the expected cost savings that would result from
Alibaba’s assistance in our loan enforcement efforts.

Having considered the strategic nature and importance of the SME Loan
Cooperation Framework Agreement, the Joint Sponsors are of the view
that it is commercially justifiable and normal business practice for
agreements of the similar nature to be of such a duration.
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The Company will re-comply with the applicable requirements under
Chapter 14A of the Hong Kong Listing Rules when the SME Loan
Cooperation Framework Agreement is renewed.

As neither party is required to pay any fee in consideration for the
services provided by the other party, the transactions under the SME
Loan Cooperation Framework Agreement will meet the de minimis
transaction requirements under Rule 14A.76 of the Hong Kong Listing
Rules and are exempt from all of the reporting, annual review,
announcement, circular and independent shareholders’ approval
requirements under Chapter 14A of the Hong Kong Listing Rules
pursuant to Rule 14A.76(1) of the Hong Kong Listing Rules.

5.  SME Loan Software System Use and Service Agreement

Date:

Parties:

Principal
Terms:

Term:

Pricing Policy:

August 12, 2014

Chongging Ant Shangcheng Micro Loan Co., Ltd. (formerly known as
Chongging Alibaba Small Loan Co., Ltd.), a subsidiary of ours
(“Chongging Ant”); and

Alibaba (China) Co., Ltd. (“Alibaba China’), a subsidiary of Alibaba

Pursuant to the software system use and service agreement (the “SME
Loan Software System Use and Service Agreement”), Chongging Ant
agreed to pay annual fees for a term of seven years, commencing in
2015, to use the software systems (including credit information
management system and cloud computing and storage-based system) of
Alibaba China related to the micro financing business which we bought
from Alibaba. Alibaba China also provides services including operation
and solutions in relation to the software systems, daily management,
maintenance and update of the software systems and technical advisory
service and other services in relation to the software systems.

The term of the SME Loan Software System Use and Service
Agreement commences on August 12, 2014 and expires on December
31, 2021.

The fees are determined as follows: for calendar years 2015 to 2017,
Chongging Ant paid an annual fee equal to 2.5% of the average daily
balance of the loans provided to SMEs by Chongging Ant and its
subsidiaries, and in calendar years 2018 to 2021, Chongging Ant paid or
will pay an annual fee equal to the amount of the fees paid in calendar
year 2017, which was approximately RMB89.4 million. The fee rate is
determined on an arm’s length basis with reference to Alibaba's
estimated costs and expenses relating to the provision of such systems
and services during the term of this agreement. We switched to a flat-
fee pricing model after 2017, as we accumulated an increasing level of
customer insights, which helps build additional credit assessment
capabilities and improve our risk management systems.
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Transaction:

Historical
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Hong Kong
Listing Rules
implication:

We purchased certain securities and assets primarily relating to the
micro financing business and other related services, together with the
know-how and related intellectual property from Alibaba pursuant to the
SAPA as mentioned under “Our Continuing Connected Transactions with
Alibaba.” As we need to continue using the software systems for such
SME Loan business following our purchase, we purchased the software
license from Alibaba China. We believe licensing is more cost-effective
than self-developing or purchasing those software systems as such
transitional arrangement can help minimize disruption to our operation
of the micro financing business. We have since developed software
systems and will be able to support our ongoing and future micro
financing business when the SME Loan Software System Use and
Service Agreement expires.

For each of the years ended December 31, 2017, 2018 and 2019 and the
six months ended June 30, 2020, the amounts of expenses incurred by
us under the SME Loan Software System Use and Service Agreement
were approximately RMB89.4 million, RMB89.4 million, RMB89.4
million and RMB44.7 million, respectively.

The amounts of fees payable by us to Alibaba under the SME Loan
Software System Use and Service Agreement are approximately
RMB89.4 million and RMB89.4 million for the years ending December
31, 2020 and 2021, respectively.

The transactions consummated under the SME Loan Software System
Use and Service Agreement are conducted in the ordinary and usual
course of business on normal commercial terms, and we currently
expect that the highest applicable percentage ratio in respect of the
amounts of fees payable under the SME Loan Software System Use and
Service Agreement on an annual basis for the remaining term of the
agreement will not exceed 0.1%. The transactions under the SME Loan
Software System Use and Service Agreement will therefore meet the de
minimis transaction requirements under Rule 14A.76 of the Hong Kong
Listing Rules and are exempt from all of the reporting, annual review,
announcement, circular and independent shareholders' approval
requirements under Chapter 14A of the Hong Kong Listing Rules
pursuant to Rule 14A.76(1) of the Hong Kong Listing Rules.
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6. Hangzhou Yunbo Shared Services Framework Agreement

Date:

Parties:

Principal
Terms:

Term:

Pricing Policy:

Reasons for the
Transaction:

Historical
Amounts:

July 21, 2020
The Company; and
Hangzhou Yunbo

Pursuant to the shared services framework agreement (the “Hangzhou
Yunbo Shared Services Framework Agreement”), we or our subsidiaries
agreed to provide certain administrative and supporting services to
Yunbo, the partnerships where it acts as the general partner or the
subsidiaries (other than us and our subsidiaries) of such partnerships
(together, “Hangzhou Yunbo Entities”), including:

. payroll services and human resources;
. software and technology maintenance; and
. lease of offices and other facilities.

Hangzhou Yunbo Entities agreed to provide certain services to us and
our subsidiaries, including investment advisory services.

The term of the Hangzhou Yunbo Shared Services Framework
Agreement commences on July 21, 2020 and expires on December 31,
2022, unless terminated earlier and can be renewed upon expiry for
additional three-year periods by agreement between the parties.

The fees payable for services provided by us or our subsidiaries to
Hangzhou Yunbo Entities are determined based on the actual costs of us
or our subsidiaries for the provision of such services plus a mark-up of
up to 15% by reference to industry practice for comparable services,
which will not in any event be below the market rates (if available) for
similar services; and the rent payable to us or our subsidiaries by
Hangzhou Yunbo Entities will be determined with reference to market
rates for rental of similar properties in nearby locations, which will not
in any event be below the market rates (if any).

The fees payable for services provided by Hangzhou Yunbo Entities to
us or our subsidiaries are determined based on the actual costs of
Hangzhou Yunbo Entities for the provision of such services plus a
mark-up of up to 15% by reference to industry practice for comparable
services, which will not in any event be above the market rates (if
available) for similar services.

Yunbo Entities may provide investment advisory services to us. On the
other hand, Yunbo Entities may need our support and administrative
services to satisfy their business and operational needs.

There is no historical amount in respect of service fees paid or payable
from us or Hangzhou Yunbo.
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Hong Kong The transactions consummated under the Hangzhou Yunbo Shared
Listing Rules  Services Framework Agreement are conducted in the ordinary and usual
implication: course of business on normal commercial terms, and we currently

expect that the highest applicable percentage ratio in respect of (i) the
amounts of fees payable by Hangzhou Yunbo Entities to us and (ii) the
amounts of fees payable by us to Hangzhou Yunbo Entities under the
Hangzhou Yunbo Shared Services Framework Agreement on an annual
basis for the term of the agreement will not exceed 0.1%. The
transactions under the Hangzhou Yunbo Shared Services Framework
Agreement will therefore meet the de minimis transaction requirements
under Rule 14A.76 of the Hong Kong Listing Rules and are exempt
from all of the reporting, annual review, announcement, circular and
independent shareholders’ approval requirements under Chapter 14A of
the Hong Kong Listing Rules pursuant to Rule 14A.76(1) of the Hong
Kong Listing Rules.

Partially-Exempt Continuing Connected Transactions

Upon our H Share [REDACTED], the transactions set forth below will constitute partially-
exempt continuing connected transactions of our Company that are subject to reporting,
annual review and announcement requirements but exempt from circular and independent
shareholders’ approval requirements under Chapter 14A of the Hong Kong Listing Rules
(the “Partially-exempt Continuing Connected Transactions”):

1. Shared Services Agreement

Date: July 29, 2011 (as restated and amended)
Parties: The Company; and
Alibaba
Principal Pursuant to the shared services agreement, as restated and amended (the
Terms: “Shared Services Agreement”), we or our affiliates will provide certain

administrative and supporting services to Alibaba or its affiliates, which
as of the Latest Practicable Date included:

. ad hoc back-office and other corporate support services; and
. lease of offices and other facilities.

Alibaba will cause its affiliates to provide certain technical support and
administrative and supporting services to us and our affiliates, which as
of the Latest Practicable Date included:

. technical support, such as network infrastructure services,
transmission network system and maintenance services and
procurement services, administrative services such as intranet,
software and telecommunication maintenance and support
services, and human resources, corporate support and other
back-office services; and

. lease of offices and other facilities.
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Term:

Pricing Policy:

Reasons for the
Transaction:

Historical
Amounts:

The Shared Services Agreement expires on December 31, 2022 and is
automatically renewable upon expiry for additional three-year periods,
unless terminated by written notice by either party. The Company will
re-comply with the applicable requirements under Chapter 14A of the
Hong Kong Listing Rules when the Shared Services Agreement is
renewed.

The fees payable for services provided by us or our subsidiaries to
Alibaba or its affiliates are determined based on the actual costs of us
or our subsidiaries for the provision of such services plus a mark-up of
up to 15% by reference to industry practice and market rates (if
available) for similar and comparable services; and the rent payable to
us or our subsidiaries by Alibaba or its affiliates will be determined
with reference to market rates for rental of similar properties in nearby
locations, and the rent payable shall be adjusted every 12 months to
reflect such market rates.

The fees payable for services provided by Alibaba or its associates to us
or our subsidiaries are determined based on the actual costs of Alibaba
or its affiliates for the provision of such services plus a mark-up of up
to 5% to 15% by reference to industry practice and market rates (if
available) for similar and comparable services; and the rent payable by
us or our subsidiaries to Alibaba or its affiliates will be determined with
reference to market rates for rental of similar properties in nearby
locations, and the rent payable shall be adjusted every 12 months to
reflect such market rates.

We have been sharing a variety of administrative and supporting
services with Alibaba to satisfy our business and operational needs. We
benefit from obtaining various services from one single service provider
that is capable of fulfilling our demands efficiently and reliably with a
stable and high quality supply of services. We believe it is more cost-
effective for us to outsource than to maintain our own headcounts for
such supporting and administrative services that we need in our
ordinary course of business.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the revenues from Alibaba Entities under
the Shared Services Agreement were approximately RMB70.5 million,
RMB208.4 million, RMB130.1 million and RMB66.6 million,
respectively.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the amounts of expenses incurred by us
and our subsidiaries under the Shared Services Agreement were
approximately RMB590.4 million, RMB919.6 million, RMB1,203.7
million and RMB582.1 million, respectively.
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Basis of Annual
Caps:

The annual caps for the aggregate transaction amounts of the services to
be provided to Alibaba Entities by us or our subsidiaries under the
Shared Services Agreement for the years ending December 31, 2020,
2021 and 2022, are RMB300.0 million, RMB400.0 million and
RMB500.0 million, respectively.

In determining the above annual caps, we have taken into account of
the following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts during the Track Record Period,;

(i) our expected costs and expenses relating to the provision of
various services; and

(iii) the potential demands from Alibaba Entities for our administrative
and supporting services and rental of additional office space.

The annual caps for the aggregate transaction amounts of the services to
be provided by Alibaba Entities to us and our subsidiaries under the
Shared Services Agreement for the years ending December 31, 2020,
2021 and 2022, are RMB1,700.0 million, RMB2,200.0 million and
RMB2,500.0 million, respectively.

In determining the above annual caps, we have taken into account of
the following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts and the growth trend during the
Track Record Period;

(ii) the expected increase in demands for Alibaba's technical support
services for improved operational efficiency and cost efficiency,
which primarily consists of bandwidth and rental of Internet data
center for server hosting and maintenance services; and

(i) the expected increase in demands for rental of additional office
space from Alibaba Entities to support our expansion in locations
where we do not own properties for improved efficiency and
flexibility.
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Hong Kong
Listing Rules
implication:

The highest applicable percentage ratio in respect of (i) the aggregate
transaction amount of the services provided by us to Alibaba Entities;
and (ii) the aggregate transaction amount of the services provided by
Alibaba Entities to us under the Shared Services Agreement, calculated
based on the highest annual cap for the years ending December 31,
2020, 2021 and 2022, is expected to be more than 0.1%, but less than
5%. Such transactions, therefore, will be exempt from the circular and
the independent shareholders’ approval requirements, but are subject to
the announcement requirements under Rule 14A.35 of the Hong Kong
Listing Rules and the annual reporting requirements under Rules 14A.49
and 14A.71 of the Hong Kong Listing Rules. As the transactions under
the Shared Services Agreement are expected to continue on a recurring
and continuing basis and are fully disclosed in this document, the
Directors consider that strict compliance with the announcement
requirement would be impracticable, unduly burdensome and would
impose unnecessary administrative cost upon the Company.

Non-Exempt Continuing Connected Transactions

Upon our H Share [REDACTED], the transactions set forth below will constitute non-
exempt continuing connected transactions of our Company that are subject to reporting,
annual review, announcement, circular and independent shareholders’ approval requirements
under Chapter 14A of the Hong Kong Listing Rules (the “Non-exempt Continuing
Connected Transactions”):

1. Payment Services Commercial Agreement

Date:

Parties:

Principal
Terms:

July 29, 2011 (as amended)
The Company and Alipay; and
Alibaba

Pursuant to the Payment Services Commercial Agreement, Alipay and
our subsidiaries provide payment processing and escrow services to
Alibaba and its subsidiaries (exclusive of any subsidiaries that are
acquired after January 1, 2012 (the “Acquired Businesses’)). These
services enable settlement of transactions on Alibaba’s and its
subsidiaries’ platforms through a secure payment platform and escrow
process.
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The Payment Services Commercial Agreement is a framework
agreement that sets out the general terms and conditions applicable to
the payment processing and escrow services we provide to Alibaba and
its subsidiaries. We enter into implementation agreements with Alibaba
and its subsidiaries to specify the precise scope of our services, our fee
rate mechanism and fee calculation and other details of the service
arrangement. The Payment Services Commercial Agreement does not
cover the payment processing and escrow services we provided to any
Acquired Businesses or any associates of Alibaba, for which we enter
into separate agreements. See “— Other Payment Services Agreements’
for further details on these agreements.

The Payment Services Commercial Agreement has an initial term of 50
years commencing on January 1, 2012 and expiring on December 31,
2061, and is automatically renewable for further periods of 50 years.
Alibaba may give at least one year’s notice of non-renewal. Alibaba
may terminate the Payment Services Commercial Agreement at any time
upon one year's prior written notice. We are entitled to terminate the
Payment Services Commercial Agreement if Alibaba or its subsidiaries
fail to pay. The initial term of the Payment Services Commercial
Agreement is similar to the term of other long-term agreements
ancillary to the SAPA. The Company will re-comply with the applicable
requirements under Chapter 14A of the Hong Kong Listing Rules when
the Payment Services Commercial Agreement is renewed.

The fees that Alibaba pays us are determined by applying agreed fee
rates to actual TPV and International TPV processed on the platforms of
Alibaba or its subsidiaries during the period.

The fee rates are determined based on the bank processing costs and
operating costs attributable to the services provided to Alibaba and its
subsidiaries, and other applicable factors which include (i) market
benchmark rates applicable to services provided by other providers that
are similar to the services provided to Alibaba; (ii) rates that we offer to
third-party customers; and (iii) appropriate discounts applicable to large
volume customers. The fee rates are reviewed and are subject to
adjustment on an annual basis to the extent the costs increased or
declined.

The Payment Services Commercial Agreement is part of our strategic
cooperation with Alibaba envisioned under the SAPA. Alibaba is the
largest retail commerce business in the world with an extensive
ecosystem. The wide range of activities on Alibaba's platforms presents
a rich commercial environment for us to provide payment processing
and escrow services. Long-term cooperation with Alibaba can help us
secure our existing application scenarios, including e-commerce,
continuously improve user stickiness and merchant service offerings,
while at the same time satisfy the needs of merchants and users of
Alibaba's platforms for high concurrency, low risk and high user
experience payment processing and escrow services in various
transaction scenarios.
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Caps:

Basis for not
setting
Monetary
Annual Caps:

In addition, the vast number and breadth of use cases and online and
offline points for transactions in Alibaba’'s ecosystem that we access
through provision of payment services provide us with extensive
customer insights. We continue to benefit from these insights to improve
our services and commercial opportunities, including those in
CreditTech services, InvestmentTech services and InsureTech services.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the revenues from Alibaba and its
subsidiaries under the Payment Services Commercial Agreement were
approximately RMB5,200.9 million, RMB6,371.6 million, RMB7,032.7
million and RMB3,075.7 million, respectively.

For payment transactions through PRC bank channels, the annual cap is
0.6% of TPV processed on the platforms of Alibaba or its subsidiaries
that are governed under the Payment Services Commercial Agreement
during each financial year.

For payment transactions through non-PRC bank channels, the annual
cap is 3.0% of International TPV processed on the platforms of Alibaba
or its subsidiaries that are governed under the Payment Services
Commercial Agreement during each financial year.

The fee rates proposed in the annual caps are determined with reference
to the rates we offer to third-party customers as published by us on our
websites from time to time, the market rates offered by similar and
comparable payment service providers, specifically:

(i) the fee rates proposed in the annual caps are in line with the
digital payment fee rates that we offer to third-party customers.
For payment transactions through PRC bank channels, the fee rate
that we offer to third-party customers, is generally 0.6% of the
payment amount per transaction; and for payment transactions
through non-PRC bank channels, the fee rate that we offer to third-
party customers is generally 3.0% of the payment amount per
transaction. The fee rates we offer to third-party customers are
published and updated on our official websites from time to time;
and

(ii) the fee rates proposed in the annual caps are generally in line with
the prevailing market rates offered by comparable payment
services providers.

It would be inappropriate to adopt monetary annual caps for the
transactions contemplated under the Payment Services Commercial
Agreement for the following reasons:

(i) it would be impracticable to estimate with any degree of certainty
the amount of fees which we may receive under the Payment
Services Commercial Agreement as it will depend on TPV and
International TPV of the various platforms of Alibaba and its
subsidiaries, which are beyond our control;
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Hong Kong
Listing Rules
implication:

(it) it is impracticable and extremely difficult to set meaningful annual
caps considering the long-term nature (i.e. 50 years) of the
Payment Services Commercial Agreement as it would involve
making assumptions on future TPV and International TPV of the
various platforms of Alibaba and its subsidiaries over such long
period;

(iif) TPV and International TPV have grown significantly in recent
years. We expect TPV and International TPV to continue to grow
after our [REDACTED] and the adoption of fixed monetary
annual caps will impose an arbitrary ceiling on the revenues that
we could derive under the Payment Services Commercial
Agreement, which will hinder our development and will not be in
the interests of our Company and our Shareholders, including the
minority Shareholders;

(iv) adoption of annual caps with fixed monetary annual caps will
render it unduly burdensome for us to comply with the reporting,
announcement, circular and/or independent shareholders’ approval
requirements under Chapter 14A of the Hong Kong Listing Rules
whenever the fees paid under the Payment Services Commercial
Agreement exceed the annual caps;

(v) the proposed annual cap using a formula based on TPV and
International TPV in any year is consistent with the pricing
mechanism under the Payment Services Commercial Agreement
and is the only practical solution; and

(vi) any material change to the terms of the Payment Services
Commercial Agreement, including the basis of calculating the fees
under the Payment Services Commercial Agreement, would be
subject to the announcement and independent shareholders’
approval requirements under Chapter 14A of the Hong Kong
Listing Rules.

We have applied for, and the Hong Kong Stock Exchange [has granted
us,] a waiver from strict compliance with the requirements of Rule
14A.53(1) of the Hong Kong Listing Rules to express annual cap for
the Payment Services Commercial Agreement in monetary terms.

As required by Rule 14A.52 of the Hong Kong Listing Rules, the period
for continuing connected transactions must not exceed three years,
except in cases where the nature of the transaction requires the contract
to be of a duration longer than three years. Our Directors are of the
view that the Payment Services Commercial Agreement was entered into
on normal commercial terms and believe that it is normal business
practice for the term of the Payment Services Commercial Agreement to
be longer than three years in order to protect the interests of us and our
Shareholders as a whole. In particular:
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(i) Alibaba is the largest retail commerce business in the world with
an extensive ecosystem and is our single largest customer. It is
strategically important for us to secure the Payment Services
Commercial Agreement from our largest customer for as long a
term as we can negotiate to ensure stable revenues generated from
payment processing and escrow services,

(ii) we and Alibaba are crucial strategic and synergistic partners for
each other and the Payment Services Commercial Agreement is
part of the long-term arrangements between us. A long-term
agreement provides certainty, stability and protection to us that we
can continue to leverage Alibaba’'s leading position in retail
commerce industry worldwide to expand to different markets,
enabling us to access Alibaba's large base of customers and
partners, technology and infrastructure and to plan and invest over
the longer term more effectively;

(iit) approving the Payment Services Commercial Agreement or a
monetary cap every three years will introduce uncertainty and
instability to our business, which is detrimental to interests of us
and our Shareholders as a whole;

(iv) the long-term nature of the Payment Services Commercial
Agreement provides comfort that we would not be required to
spend unnecessary time, costs and resources to negotiate the terms
of the transactions thereunder, which would be financially,
operationally and administratively burdensome; and

(v) the Payment Services Commercial Agreement is part of the long-
term arrangements between us and Alibaba as envisioned under the
SAPA.

Having considered the strategic nature and importance of the Payment
Services Commercial Agreement, the Joint Sponsors are of the view that
it is commercially justifiable and normal business practice for
agreements of the similar nature to be of such a duration.

Since the highest applicable percentage ratio in respect of the Payment
Services Commercial Agreement, calculated based on the highest
historical amounts of the revenues from Alibaba and its subsidiaries for
the years ended December 31, 2017, 2018 and 2019, is above 5%, the
transactions contemplated under the Payment Services Commercial
Agreement will be subject to compliance with the reporting, annual
review, announcement, circular and independent shareholders’ approval
requirements under Chapter 14A of the Hong Kong Listing Rules. We
have applied for, and the Hong Kong Stock Exchange [has granted,]
waivers from compliance with announcement, circular and independent
shareholders' approval requirements.
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2. Other Payment Services Agreements

Parties:

Principal
Terms:

Term:

Pricing Policy:

Alipay and other subsidiaries of us (“Alipay Entities”) (as service
providers); and

certain Acquired Businesses and associates of Alibaba (“Alibaba Group
Entities”) (as service recipients)

Pursuant to the various payment services agreements between the Alipay
Entities and the Alibaba Group Entities (“Other Payment Services
Agreements’), Alipay Entities provide digital payment services to
Alibaba Group Entities across different payments scenarios, which as of
the Latest Practicable Date included:

. digital payment services across online payment scenarios,
within Alipay app or on apps and websites of Alibaba Group
Entities; and

. digital payment services across offline payment scenarios, via
QR or Bar codes in the Alipay app or in printed versions,
smart POS terminals or smart devices.

These services enable payments across online and offline scenarios to
be conducted in a convenient, transparent and secure way.

In connection with the services described above, Alipay Entities also
provide ancillary services, including transfer and settlement services
between users or accounts within the Alipay app, to Alibaba Group
Entities free of charge in line with industry practice.

The mgjority of the Other Payment Services Agreements have a one-
year term, with automatic renewal of additional one-year periods upon
mutual agreement of the parties.

The fee rates were negotiated between us and each Alibaba Group
Entity separately on an arm’s length basis and are reviewed annually.
The fee rates for online payment scenarios are generally higher than
offline payment scenarios.

The service fees for online and offline payment scenarios are
determined by applying the agreed fee rates over TPV and International
TPV of digital payment transactions carried out (i) on the platforms of
the Alibaba Group Entities with the respect to online payment scenarios,
or (ii) using digital payment services provided by Alipay Entities with
respect to offline payment scenarios, during a period.
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The fee rates are determined with reference to factors including (i) the
types of digital payment services and the costs for the types of digital
payment services rendered (including bank processing fees and
operating costs); (ii) pricing strategies to account for the level of market
competition from other payment service providers and rates offered by
such payment service providers for comparable services; (iii) rates that
we offer to third-party customers for the same types of digital payment
and merchant services; (iv) the appropriate discount for large transaction
volume or the benefit derived from the contribution of such Alibaba
Group Entity to our platform weighing its business and its market
position.

Alibaba Group Entities are part of the Alibaba ecosystem and have
growing demands for digital payment services for consumers and
merchants. Provision of digital payment services is a major part of our
principal business. We, therefore, intend to continue to provide these
digital payment services and seek to enter into similar payment services
agreements with newly acquired subsidiaries and associates of Alibaba.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the revenues relating to the digital
payment services from Alibaba Group Entities under the Other Payment
Services Agreements, were RMB429.3 million, RMB1,194.2 million,
RMB2,203.8 million and RMB968.8 million, respectively.

The annual caps for the aggregate transaction amounts under the Other
Payment Services Agreements (including renewal agreements), and any
agreements with the newly acquired subsidiaries and associates of
Alibaba and their renewal, for the years ending December 31, 2020,
2021 and 2022, are RMB3,300.0 million, RMB5,300.0 million and
RMB7,000.0 million, respectively.

In determining the above annual caps, we have taken into account the
following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts and the growth trend of TPV and
International TPV during the Track Record Period,;

(ii) the expected increase in demands for our online digital payment
services from the Alibaba Group Entities due to the rapid growth
of their businesses. In particular, as Alibaba continued to invest in
cross-border and global e-commerce businesses in recent years, we
expect the growth of these businesses will continue due to efforts
to grow customer base or develop new business models in the
future, which will in turn drive the demands for our digital
payment services;
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Hong Kong
Listing Rules
implication:

(ii) the expected increase in demands for our offline digital payment
services from the Alibaba Group Entities, as we expect the
domestic platforms of the Alibaba Group Entities, such as Ele.me
and Koubei, will continue to penetrate the offline consumer
services market and have a significant upside potential, which will
in turn drive the demands for our digital payment services; and

(iv) the expected costs and expenses of Alipay Entities relating to the
provision of various digital payment services.

It would be impracticable to aggregate the transactions contemplated
under these agreements with those contemplated under the Payment
Services Commercial Agreement when calculating the applicable
percentage ratios, although the transactions are of a similar nature for
the following reasons:

(i) we adopt monetary annual caps for the transactions contemplated
under these agreements and non-monetary annual caps for the
transactions contemplated under the Payment Services Commercial
Agreement; and

(ii) these agreements are of a much shorter term than the Payment
Services Commercial Agreement.

Since the highest applicable percentage ratio in respect of Other
Payment Services Agreements, calculated based on the highest annual
cap for the years ending December 31, 2020, 2021 and 2022, will be
5% or more, the transactions contemplated under Other Payment
Services Agreements will be subject to compliance with the reporting,
annual review, announcement, circular and independent shareholders’
approval requirements under Chapter 14A of the Hong Kong Listing
Rules. We have applied for, and the Hong Kong Stock Exchange [has
granted,] waivers from compliance with announcement, circular and
independent shareholders’ approval requirements.

3. Marketplace Software Technology Services Framework Agreement

Date:

Parties:

Principal
Terms:

August 24, 2020
The Company; and
Alibaba

Pursuant to the marketplace software technology services framework
agreement (the “Marketplace Software Technology Services Framework
Agreement”), Alibaba or its associates can provide their customers with
software technology services on our platform supported by our platform
technology as well as integrated software technology services that
incorporate our innovative technology services, such as:

. software technology services related to marketing and support
services; and

. financial cloud and blockchain related software technology
services.
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We or our subsidiaries can provide various merchant services and digital
finance technology services on Alibaba’'s platforms supported by
Alibaba’s platform technology and other services, such as:

. software technology services related to scenario-based
services (including, without limitation, marketing and
transaction services supporting our InsureTech services,
CreditTech services and other services); and

. foreign exchange software technology services (including,
without limitation, transaction services related to supporting
and facilitating the collection and aggregation and/or
conversion of settlement funds on behalf of the merchants).

Certain service or product purchase agreements with Alibaba or its
associates are assimilated to the Marketplace Software Technology
Services Framework Agreement as an implementation agreement
thereunder. It is also envisaged that from time to time, and as required,
we will enter into implementation agreements for a specified service or
product with Alibaba or its associates. Each implementation agreement
will set out the relevant service or product to be provided, the precise
scope of service or product specification, service fees or purchase price
calculation, method of payment and other details of the service or
product purchase arrangement in accordance with the principles set out
in the Marketplace Software Technology Services Framework
Agreement.

The Marketplace Software Technology Services Framework Agreement
has a term commencing on August 24, 2020 and expiring on December
31, 2022 and is automatically renewable upon expiry for additional
three-year periods (which will be subject to compliance with the
requirements under Chapter 14A of the Hong Kong Listing Rules)
unless terminated by written agreement among the parties thereto.

The fees payable for services provided by us or our subsidiaries to
Alibaba or its associates are determined by applying the agreed fee rates
over (i) the total transaction amounts generated by Alibaba or its
associates that are supported by our or our subsidiaries’ technology
services during a period; or (ii) the total sales volume of our services
that are integrated with the services of Alibaba or its associates during a
period.

The fee rates are determined with reference to factors including (i) the
types of services and products and the costs, support and resources
allocated by us or our subsidiaries to the provision of such services or
products; (ii) the support and resources allocated by Alibaba or its
associates facilitating the sales; (iii) the rates that we or our subsidiaries
offer to similarly situated third-party customers for the same type of
services; (iv) the appropriate discount for volume; and (v) the market
rates that any third-party providers offer to their customers for
comparable services.
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The fees payable for services provided by Alibaba or its associates to us
or our subsidiaries are determined by applying the agreed fee rates over
(i) the total transaction amounts or profits generated by us or our
subsidiaries using service of Alibaba or its associates during a period;

or (ii) the service or transaction volumes for services or products
provided by Alibaba or its associates to us or our subsidiaries.

The fee rates are determined with reference to factors including (i) the
types of services and products and the costs, support and resources
allocated by Alibaba or its associates to support our provision of such
services or products; (ii) the rates that Alibaba or its associates offers to
similarly situated third-party customers for the same type of services;
(iii) the appropriate discount for volume; and (iv) the market rates that
any third-party providers offer to their customers for comparable
services.

We and Alibaba each has distinct expertise and capabilities and both of
us and Alibaba generate extensive customer insights through our
different yet complementary commercial activities, allowing us to
address the different needs of consumers and businesses. Together with
Alibaba, we have created a larger ecosystem that covers a substantial
majority of Internet users and a massive number of merchants in China.
We collaborate with Alibaba in a number of areas including, jointly
serving consumers and merchants in many e-commerce, consumption
and daily life scenarios and jointly developing leading technologies,
such as blockchain and cloud computing, and their applications. Alibaba
provides its customers with software technology services on our
platform and integrated services that incorporate our innovative
technology services. We provide various merchant services and digital
finance technology services on Alibaba’'s platforms. We expect our
continued cooperation with Alibaba in these areas will enable us to
better serve our customers.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the revenues from Alibaba or its
associates relating to the marketplace software technology services were
approximately RMB115.3 million, RMB75.3 million, RMB406.4 million
and RMB360.0 million, respectively.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the aggregate expenses of the marketplace
software technology services incurred by us were approximately
RMB754.1 million, RMB1,258.3 million, RMB2,054.3 million and
RMB1,051.0 million, respectively.

The annual caps for the transaction amounts of the services to be
provided to Alibaba or its associates under the Marketplace Software
Technology Services Framework Agreement (including the agreements
assimilated thereto and the implementation agreements entered into
thereunder) for the years ending December 31, 2020, 2021 and 2022,
are RMB1,700.0 million, RMB3,700.0 million and RMB6,700.0 million,
respectively.
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In determining the above annual caps, we have taken into account the
following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts and the growth trend during the
Track Record Period;

(ii) the expected increase in demands from Alibaba to provide its
customers with marketing and support services, financial cloud and
blockchain related software technology services. We are in an early
stage of developing and monetizing these services and we expect
the demands for these services to increase significantly in the
future; and

(i) the expected increase in costs and expenses relating to the
provision of various services.

The annual caps for the transaction amounts of the services to be
provided by Alibaba or its associates under the Marketplace Software
Technology Services Framework Agreement for the years ending
December 31, 2020, 2021 and 2022, are RMB3,200.0 million,
RMB4,700.0 million and RMB6,200.0 million, respectively.

In determining the above annual caps, we have taken into account of
the following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts and annual growth rates during
the Track Record Period,;

(ii) the expected increase in demands from customers on Alibaba’'s
platforms for our innovative services, such as software technology
services related to InsureTech services, CreditTech services and
foreign exchange services; our services are based on e-commerce
scenarios on Alibaba’s platforms. We expect the demand for our
services will increase as the transaction volume increases on
Alibaba’s platforms, which will in turn drive our demand for
supporting technology services from Alibaba; and

(i) the expected increase in costs and expenses relating to the
provision of various services.
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Listing Rules
implication:

Since the highest applicable percentage ratio in respect of each of (i)
the aggregate transaction amount of the services provided by us and our
subsidiaries to Alibaba or its associates; and (ii) the aggregate
transaction amount of the services provided by Alibaba or its associates
to us and our subsidiaries under the Marketplace Software Technology
Services Framework Agreement, calculated based on the highest annual
cap for the years ending December 31, 2020, 2021 and 2022, will be
5% or more, such transactions will be subject to compliance with the
reporting, annual review, announcement, circular and independent
shareholders’ approval requirements under Chapter 14A of the Hong
Kong Listing Rules. We have applied for, and the Hong Kong Stock
Exchange [has granted,] waivers from compliance with announcement,
circular and independent shareholders’ approval requirements.

4.  Cloud Services Framework Agreement

Date:

Parties:

Principal
Terms:

August 24, 2020
The Company; and

Alibaba Cloud Computing Ltd., an affiliated consolidated entity of
Alibaba (“Alibaba Cloud Computing”) and Alibaba Cloud (Singapore)
Private Limited, a subsidiary of Alibaba (“Alibaba Cloud Singapore”)

Pursuant to the cloud services framework agreement (the “Cloud
Services Framework Agreement”), Alibaba Cloud Computing and
Alibaba Cloud Singapore agreed to provide or cause their associates to
provide cloud computing services (including public cloud services,
elastic compute service (ECS), object storage service (OSS), content
delivery network (CDN), open data processing service (ODPS) and
other professional services), certain cloud related products (including
cloud software and servers), technical services (including Internet data
center services and network services) and message channeling services,
to us and our subsidiaries. The scope of products and services may be
adjusted from time to time between the parties in writing to suit our
business needs.

It is envisaged that from time to time, and as required, we will enter
into implementation agreements for a particular type of cloud service or
product with Alibaba Cloud Computing, Alibaba Cloud Singapore and
their associates. Each implementation agreement will set out the
relevant service or product to be provided, the precise scope of service
or product specification, service fees or purchase price calculation,
method of payment and other details of the service or product purchase
arrangement in accordance with the principles set out in the Cloud
Services Framework Agreement.

— 224 -



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

CONNECTED TRANSACTIONS

Term:

Pricing Policy:

Reasons for the
Transaction:

Historical
Amounts:

Basis of Annual
Caps:

The Cloud Services Framework Agreement took effect retrospectively
from January 1, 2020 and expires on December 31, 2022 and is
automatically renewable upon expiry for additional three-year periods
(which will be subject to compliance with the requirements under
Chapter 14A of the Hong Kong Listing Rules) unless either party gives
a non-renewal notice prior to the renewal term.

The fees payable for services or the purchase prices for products
provided by Alibaba Cloud Computing, Alibaba Cloud Singapore or
their associates to us or our subsidiaries are determined by applying the
agreed fee rates or per unit purchase prices over the transaction volumes
for services or products provided by Alibaba Cloud Computing, Alibaba
Cloud Singapore or their associates to us or our subsidiaries. The fee
rates or per unit purchase prices are determined with reference to
market rates for similar and comparable services or products, including
the rates and purchase prices for products and services provided by
Alibaba Cloud Computing and Alibaba Cloud Singapore to independent
third parties and the rates and purchase prices charged by other cloud
services providers.

The use of cloud computing services from Alibaba facilitates the
business and technology cooperation between us and Alibaba. We
leverage Alibaba's cloud computing technology to maximize
effectiveness and efficiency of our technology investment and to
maintain compatibility and consistency of our various IT applications.

In addition, we leverage Alibaba's cloud computing technology to
support our transaction processing requirements. There are limited
choices of cloud service providers in the PRC. Alibaba is China's
largest provider of public cloud services, including laaS and PaaS and
the world’s third largest 1aaS and Asia Pacific's largest laaS provider,
providing a wide range of cloud services and is able to provide reliable
and cost-efficient services. Taking into account the wide spectrum and
the amount of cloud services required for our operation, we believe that
obtaining such services from one single integrated service provider,
namely Alibaba, is our best available option as we will be able to
reduce unnecessary additional costs incurred in seeking such services
from different service providers.

For the years ended December 31, 2017, 2018 and 2019 and the six
months ended June 30, 2020, the expenses incurred by us with respect
to the cloud products and services were approximately RMB346.4
million, RMB481.0 million, RMB1,329.9 million and RMB1,009.9
million, respectively.

The annual caps for the aggregate transaction amounts of the services
and products to be provided by Alibaba Cloud Computing, Alibaba
Cloud Singapore and their associates under the Cloud Services
Framework Agreement for the years ending December 31, 2020, 2021
and 2022, are RMB3,600.0 million, RMB5,400.0 million and
RMB7,100.0 million, respectively.
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In determining the above annual caps, we have taken into account of
the following factors that are considered to be reasonable and fair in the
relevant circumstances:

(i) the historical transaction amounts during the Track Record Period,;

(ii) the expected increase in demands for cloud products and services
due to the potential rapid growth in the our customer base and the
transaction volume on our platform;

(i) the expected increase in demands for cloud products and services
due to our plan to increase the adoption of cloud technology in our
operations; and

(iv) a potential plan to shift to a more integrated procurement strategy
by centralizing our IT related hardware facilities and message
channeling service purchase through Alibaba for improved
efficiency and stronger bargaining power.

Hong Kong Since the highest applicable percentage ratio in respect of transactions
Listing Rules under the Cloud Services Framework Agreement, calculated based on
implication: the highest annual cap for the years ending December 31, 2020, 2021

and 2022, will be 5% or more, such transactions will be subject to
compliance with the reporting, annual review, announcement, circular
and independent shareholders’ approval requirements under Chapter 14A
of the Hong Kong Listing Rules. We have applied for, and the Hong
Kong Stock Exchange [has granted,] waivers from compliance with
announcement, circular and independent shareholders’ approval
requirements.

Our Directors' Views

Our Directors (including our independent non-executive Directors) are of the view that the
Partially-exempt Continuing Connected Transactions and the Non-exempt Continuing
Connected Transactions described above have been and will be entered into in or incidental
to the ordinary and usual course of business of our Company, are based on normal
commercial terms or better and are fair and reasonable and in the interests of our Company
and the Shareholders as a whole, and the proposed monetary annual caps or alternative caps
(as applicable) for the Partially-exempt Continuing Connected Transactions and the Non-
exempt Continuing Connected Transactions described above are fair and reasonable and in
the interests of our Company and the Shareholders as a whole. Our Directors (including our
independent non-executive Directors) are also of the view it is normal business practice and
in the interests of our Company and the Shareholders as a whole for the term of each of
the Payment Services Commercial Agreement, the Cross License Agreement, the Data
Sharing Agreement, the Trademark Agreement, the SME Loan Cooperation Framework
Agreement to be longer than three years.
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Confirmation from the Joint Sponsors

Having taken into account the information above, the Joint Sponsors are of the view that
the Partially-exempt Continuing Connected Transactions and the Non-exempt Continuing
Connected Transactions described above have been and will be entered into in or incidental
to the ordinary and usual course of business of our Company, are based on normal
commercial terms or better, are fair and reasonable and in the interests of our Company and
the Shareholders as a whole, and that the proposed annual caps or alternative caps (as
applicable) are fair and reasonable and in the interests of our Company and the
Shareholders as a whole.

Having considered the strategic nature and importance of the Cross License Agreement, the
Data Sharing Agreement, the Trademark Agreement, the SME Loan Cooperation Agreement
and the Payment Services Commercial Agreements, the Joint Sponsors are of the view that
it is commercially justifiable and normal business practice for agreements of the similar
natures to be of their respective duration.

Applications for Waiver for the Partially-Exempt Continuing Connected Transactions
and the Non-Exempt Continuing Connected Transactions

In respect of the Partially-exempt Continuing Connected Transactions, as one or more
applicable percentage ratios (other than the profits ratio) calculated for the purpose of
Chapter 14A of the Hong Kong Listing Rules are, on an annual basis, expected to be more
than 0.1%, but less than 5%, such transactions are exempt from the circular and
independent shareholders’ approval requirement but subject to the annual reporting and
announcement requirements as set out in Rules 14A.49 and 14A.35 of the Hong Kong
Listing Rules and the annual review requirements as set out in Rules 14A.55 to 14A.59 and
14A.71(6) of the Hong Kong Listing Rules.

In respect of the Non-exempt Continuing Connected Transactions, as one or more
applicable percentage ratios (other than the profits ratio) calculated for the purpose of
Chapter 14A of the Hong Kong Listing Rules are, on an annual basis, expected to 5% or
more, such transactions are subject to the annual reporting and announcement requirements
as set out in Rules 14A.49 and 14A.35 of the Hong Kong Listing Rules, the annual review
requirements as set out in Rules 14A.55 to 14A.59 and 14A.71(6) of the Hong Kong
Listing Rules and independent shareholders’ approval and circular requirements as set out
in Rules 14A.36, 14A.46 and 14A.53(3) of the Hong Kong Listing Rules.

As described above, we expect the Partially-exempt Continuing Connected Transactions and
the Non-exempt Continuing Connected Transactions to be carried out on a continuing basis
and to extend over a period of time. Our Directors therefore consider that strict compliance
with the announcement, circular and independent shareholders’ approval requirements under
the Hong Kong Listing Rules would be impractical and unduly burdensome and would
impose unnecessary administrative costs upon us each time when such transactions arise.

Accordingly, we have applied for[, and the Stock Exchange has granted to us,] a waiver
from strict compliance with the announcement requirements relating to continuing
connected transactions under Rule 14A.35 of the Hong Kong Listing Rules in respect of the
Partially-exempt Continuing Connected Transactions and from strict compliance with the
announcement, circular and independent shareholders' approval requirements relating to the
Non-exempt Continuing Connected Transactions.

- 227 -



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

CONNECTED TRANSACTIONS

We will, however, comply at all times with the applicable provisions under 14A.34,
14A.49, 14A.51 to 14A.59 and 14A.71 of the Hong Kong Listing Rules in respect of the
Partially-exempt Continuing Connected Transactions and the Non-exempt Continuing
Connected Transactions.

Corporate Governance Measures to Safeguard the Interest of Shareholders

We have adopted the following corporate governance measures to safeguard the interests of
our Shareholders:

. the conflicted Director(s) will be required to abstain from voting in the Board
meetings for the relevant resolutions concerning continuing connected
transactions;

. the continuing connected transactions in place during each financial period will
be disclosed in our annual report and accounts pursuant to the Hong Kong
Listing Rules;

. our independent non-executive Directors will review the continuing connected
transactions, approve any material change to the terms of the transactions, and
confirm in our annual report and accounts for the relevant year that (i) the
continuing connected transactions carried out during such year have been entered
into in accordance with the relevant agreements; and (ii) any new agreements
entered into, renewed or reproduced between our Group and the connected
persons during the relevant financial period are fair and reasonable, or
advantageous to our Shareholders, so far as our Group is concerned and in the
interests of our Company and our Shareholders as a whole; and

. our auditor will carry out review procedures annually on the transactions carried
out pursuant to the continuing connected transactions and will provide a letter to
our Directors that the transactions have received the approval of our Directors
and have been entered into in accordance with the relevant agreements.
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Directors

Our Board currently consists of nine Directors, including three executive Directors, three
non-executive Directors and three independent non-executive Directors. The Directors are
appointed for a term of three years and are eligible for re-election upon expiry of their
term of office. The following table sets out information in respect of our Directors:

Date of Date of first
joining our  appointment
Name Age  Group as Director Position(s) Responsibilities
Mr. Eric Xiandong 47 September  October 2013 Executive Presiding over the Board,
JING 2009 Chairman giving strategic advice and
Cid-¢) formulating development plans
of our Group
Mr. Simon 50 January September Executive Director  Participating in the
Xiaoming HU 2006 2019 formulation of business plans,
(#BEH) strategies and major decisions
of our Group
Chief Executive Taking charge of overall
Officer management and operation of
our Group
Mr. Xingjun NI 43 December  July 2020 Executive Director  Participating in the
(151 7) 2004 formulation of business plans,
strategies and major decisions
of our Group
Chief Technology ~ Taking charge of the research,
Officer development and innovation of
the products and technologies
of our Group
Mr. Joseph C. 56 September  September Non-executive Providing professiona advice
TSAI 2019 2019 Director and judgment to the Board
(B517)

Mr. Li CHENG 45 February June 2018 Non-executive Providing professional advice
(F831) 2005 Director and judgment to the Board
Ms. Fang JANG 46 August 2020 August 2020  Non-executive Providing professiona advice
(#77) Director and judgment to the Board
Ms. Quan HAO 62 August 2020 August 2020  Independent non-  Giving independent strategic
(%) executive Director  advice and guidance on the
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Date of Date of first
joining our  appointment
Name Age  Group as Director Position(s) Responsibilities

Mr. Fred Zuliu HU 57 August 2020 August 2020  Independent non-  Giving independent strategic

(BAFELR) executive Director  advice and guidance on the
business and operations of our
Group
Mr. Yiping 56 August 2020 August 2020 Independent non-  Giving independent strategic
HUANG (# % executive Director  advice and guidance on the
) business and operations of our
Group
Note:

(1)  Mr. Li Cheng served as our Director from June 2018 to December 2019 and was reappointed as our non-
executive Director in August 2020.

Executive Directors

Mr. Eric Xiandong JING (3B #E), aged 47, has been our executive Chairman since April
2018 and our executive Director since October 2013. Mr. Jing joined Alipay China in
September 2009 and successively served as senior vice president and chief financial officer
of Alipay China, our Chief Operating Officer, our President and our Chief Executive
Officer. Prior to joining us, he was a senior finance director and vice president in charge of
finance at Alibaba.com Limited (P 5 & & (H ) A 4& 5 i A7 FRZA 7)) from January 2007 to
August 2009. Mr. Jing has also been a director of Alibaba since September 2016.
Previously, Mr. Jing was the chief financial officer of Guangzhou Pepsi Cola Beverage Co.
Ltd. (&N & 35 n] 44kl A BRZA /) from 2004 to 2006. Mr. Jing also held management
positions in several Coca-Cola bottling companies across China. Mr. Jing has been a non-
independent director of Hundsun Technologies Inc. (1E4:7E 7B/ R/ ), a company
listed on the Shanghai Stock Exchange under the stock code 600570 and an associate of
our Company, since October 2014. He is a member of the External Advisory Group on
Digital Technology of the International Monetary Fund, a member of the High-Level
Advisory Council for the Identification for Development (1D4D) initiative of the World
Bank’s Identification for Development, a director of the Forum of Young Global Leaders
initiative of the World Economic Forum, as well as a member of the UN Secretary-
General’s Task Force on Digital Financing of the Sustainable Development Goals. Mr. Jing
obtained a bachelor’s degree with a major in technology and economics from Shanghai Jiao
Tong University (#3278 K5 in July 1994 and an MBA degree from the Carlson School
of Management at the University of Minnesota in July 2005.
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Mr. Simon Xiaoming HU (¥iBEH), aged 50, has been our executive Director since
September 2019 and our Chief Executive Officer since December 2019. Mr. Hu also served
as our President from November 2018 to December 2019. Mr. Hu joined Alipay Chinain
January 2006 and held various positions including senior manager, director, senior director
and assistant to the president until October 2008. Mr. Hu worked at Alibaba as senior
director from October 2008 to May 2009. Subsequently, Mr. Hu founded AliFinance in June
2009 and served as its president. In addition, Mr. Hu served as our Chief Risk Officer from
November 2013 to November 2014 and president of Alibaba Cloud from November 2014 to
November 2018. Prior to joining us, Mr. Hu worked at the Huzhou Branch of China
Construction Bank Corporation (7 7 #%#1T) and successively served as the head of the
promotions department, the deputy general manager of the personal finance department and
the e-banking department, and the deputy general manager of the corporate business
department and the general manager of the marketing department, from October 1988 to
August 2004 and served as the general manager of the banking card department of the
Hangzhou Branch of China Everbright Bank Co., Ltd. ("Bt KER1T AR A PR F]) from
August 2004 to June 2005. Mr. Hu has been a non-executive director of ZhongAn Online
P& C Insurance Co. Ltd. (A ZAE £ R B e fy A FR 2 ), a company listed on the Main
Board of the Hong Kong Stock Exchange under the stock code 06060, since November
2013. Mr. Hu was an independent director of Zhejiang Daily Digital Culture Group Co.,
Ltd. (s Sofb 4 | 4 A BR 23 7)), a company listed on the Shanghai Stock Exchange
under the stock code 600633, between April 2016 to March 2017, a non-independent
director of China United Network Communications Limited (H [ 5& 48 4 48 {5 A A BR 2
A]), a company listed on the Shanghai Stock Exchange under the stock code 600050,
between February 2018 and July 2019 and a non-independent director of Wasu Media
Holding Co., Ltd. (FEEE B A A BRZA F]), a company listed on the Shenzhen Stock
Exchange under the stock code 000156, between June 2017 and April 2019. Mr. Hu
obtained an EMBA degree from China Europe International Business School (H k2 % .74
L% in September 2010.

Mr. Xingjun NI (fi¢47%), aged 43, has been our executive Director since July 2020 and
our Chief Technology Officer since August 2020. Mr. Ni joined Alipay China in December
2004 and is a core founding member of Alipay who, together with other core members, laid
the foundations for successive versions of the technical framework of Alipay and developed
the early versions of Alipay. From December 2004 to June 2020, he served as developer,
product architect, head of platform product, head of product technology of the business
group of Alipay China, president of the business group of Alipay China and president of
technology platform of the business group of Alipay China. He has been a non-independent
director of Longshine Technology Group Co., Ltd. (BA#R}%4E B A FR A7), a company
listed on the Shenzhen Stock Exchange in August 2017 under the stock code 300682, since
April 2015. Mr. Ni obtained a college diploma in accounting from Zhejiang Institute of
Finance and Economics (#7LEA58EEE), currently known as Zhejiang University of Finance
and Economics (WL KEE) in July 2000 and an EMBA degree from China Europe
International Business School (7R [ T £2BE) in November 2016.
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Non-executive Directors

Mr. Joseph C. TSAI (%¥$4%f%), aged 56, has been our non-executive Director since
September 2019. Mr. Tsai joined Alibaba in 1999 as one of the founding members and has
served on Alibaba's board of directors since its inception. He was Alibaba’s chief financial
officer until 2013, has served as executive vice chairman of Alibaba and is a founding
member of Alibaba Partnership. From 1995 to 1999, he was a private equity investor based
in Asia with Investor AB, the main investment vehicle of Sweden’'s Wallenberg family.
Prior to that, he was general counsel of Rosecliff, Inc., a management buyout firm based in
New York. From 1990 to 1993, Mr. Tsai was an associate attorney in the tax group of
Sullivan & Cromwell LLP, a New York-based international law firm. Mr. Tsai was a non-
executive director of Alibaba Health Information Technology Limited (I H i {5 B i A
7y F]), a company listed on the Main Board of the Hong Kong Stock Exchange under the
stock code 00241, between September 2015 and December 2017 and a director of Momo
Inc., a company listed on Nasdag under the ticker symbol MOMO, between February 2016
and November 2017. Mr. Tsai is qualified to practice law in the State of New York. He
obtained a bachelor’s degree in Economics and East Asian Studies from Yale College in
May 1986 and a juris doctor degree from Yale Law School in June 1990.

Mr. Li CHENG (#23r), aged 45, has been our non-executive Director since August 2020.
Mr. Cheng joined Alipay China in February 2005 and has successively served as developer
and chief architect of Alipay China, our Chief Technology Officer and chief operating
officer of our international business group until December 2019. In addition, he has been
chief technology officer of Alibaba since December 2019. Mr. Cheng obtained a bachelor’s
degree in computer software and a master’s degree in computer applications from Shanghai
University (_E#RKE) in July 1997 and April 2000, respectively.

Ms. Fang JIANG (#%J5), aged 46, has been our non-executive Director since August 2020.
Ms. Jiang joined Alibaba in 1999 as one of the founding members. Since 1999, Ms. Jiang
has served various positions in Alibaba, including strategic planning for the Chengxintong
initiative, international website business analysis, global operations coordination, website
operations, international marketing, integrity system development and served as an
international business special assistant and deputy chief people officer. Ms. Jiang obtained
a bachelor’s degree in industrial trade from Hangzhou Institute of Electronic Engineering
(buH & T T3 £45%), currently known as Hangzhou Dianzi University (Wi & 15 K £2)
in July 1996.
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I ndependent Non-executive Directors

Ms. Quan HAO (#2%), aged 62, has been our independent non-executive Director since
August 2020. She joined KPMG (USA) in 1993 and became a partner of KPMG Huazhen
LLP (Special General Partnership) and its predecessor from October 2001 to March 2015.
Prior to this, Ms. Hao worked at the Renmin University of China ("B AR A£) from
August 1982 to November 1989 and became a lecturer since August 1987. Ms. Hao has
been an independent non-executive director of BEST Inc., a company listed on the New
York Stock Exchange under the ticker symbol BEST, since September 2017, an independent
non-executive director of Legend Holdings Corporation (BfA8# 0 A BRA F), a
company listed on the Main Board of the Hong Kong Stock Exchange under the stock code
03396, since June 2015 and an independent non-executive director of HSBC Bank (China)
Company Limited (% $R17 (7 ) A PR/ 7)) since August 2018. Ms. Hao became a
certified public accountant in California, the United States and in the PRC in July 1995 and
May 2002, respectively. Ms. Hao obtained a bachelor’s degree in accounting and finance
from the Renmin University of China ("1 AR KEE) in December 1982 and an MBA
degree from Temple University in the United States in January 1993.

Mr. Fred Zuliu HU ($i#H73), aged 57, has been our independent non-executive Director
since August 2020. Mr. Hu has been the founder and chairman of Primavera Capital Group
since 2011. Mr. Hu previously worked at Goldman Sachs Group Inc. from 1997 to 2010,
and has served as managing director, partner and the chairman for Greater China. Mr. Hu
was an economist at the International Monetary Fund from 1991 to 1996. He has also been
the co-director of the National Center for Economic Research and a professor at Tsinghua
University (53 K% since 1996. Mr. Hu has been an independent non-executive director
of Industrial and Commercial Bank of China Limited ("B T.FR1T I A FRAH)), a
company listed on the Shanghai Stock Exchange under the stock code 601398 and the Main
Board of the Hong Kong Stock Exchange under the stock code 01398, since April 2019, a
director of UBS Group AG, a company listed on the New York Stock Exchange under the
ticker symbol UBS and the SIX Swiss Exchange under the ticker symbol UBSG, since
2018, a non-executive chairman of Yum China Holdings Inc., a company listed on the New
York Stock Exchange under the ticker symbol YUMC, since 2016 and an independent non-
executive director of Hong Kong Exchanges and Clearing Limited (&2 5 & 455 fr A R
/v F]), a company listed on the Main Board of the Hong Kong Stock Exchange under the
stock code 00388, since November 2014. Mr. Hu was an independent non-executive
director of Hang Seng Bank Limited (1H4:#£174 BR/F]), a company listed on the Main
Board of the Hong Kong Stock Exchange under the stock code 00011 from May 2011 to
May 2018. Mr. Hu obtained a master’s degree in engineering science from Tsinghua
University (5% K%) and a Ph.D. in economics from Harvard University.

Mr. Yiping HUANG (¥ #i°F), aged 56, has been our independent non-executive Director
since August 2020. Mr. Huang has been the director at the Institute of Digital Finance at
Peking University (Jta REEEF 4 MiliF 55 H.0) since October 2015, a professor of
economics at the National School of Development at Peking University (b5t K2 B 5K 5% &
9L BE) since June 2009 and its deputy dean since October 2013. Prior to this, from May
2000 to February 2009, he held various positions at Citigroup Global Markets Asia Limited
including the vice president and economist of the Greater China Region, as well as the
managing director and chief economist of the Asia Pacific Region. From August 1993 to
April 2000, Mr. Huang held various positions including researcher and senior lecturer of
the Asia-Pacific Economics and Management College and director of the China Economy
Program at the Australian National University. Mr. Huang obtained a doctorate degree in
economics from the Australian National University in April 1994.
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Supervisors

The Supervisory Committee currently consists of three Supervisors, including two non-
employee representative Supervisors and one employee representative Supervisor. The
Supervisory Committee shall have one chairperson. The non-employee representative
Supervisors are elected at the shareholders’ general meetings. The employee representative
Supervisor is elected by our employee representatives’ general meeting. The Supervisors are
appointed for a term of three years and are eligible for re-election upon expiry of their
term of office. The following table sets out information in respect of our Supervisors:

Date of Date of first
joining our  appointment
Name Age Group as Supervisor  Position(s) Responsibilities
Mr. Hang JIA (31 48  May 2015  December Chairperson of the ~ Supervising the Board
2016 Supervisory and management
Committee
Supervisor
representing
employees
Mr. Hong XU (%) 47 January January 2020 Supervisor Supervising the Board
2020 and management
Ms. Quan YU (%) 50  January January 2020  Supervisor Supervising the Board
2016 and management

Mr. Hang JIA (3#i), aged 48, has been our Supervisor since December 2016 and the
Chairperson of the Supervisory Committee since August 2020. Mr. Jia joined us in May
2015 and has since served as senior director and our vice president. Prior to joining us,
from December 2006 to May 2015, Mr. Jia worked at China UnionPay Co., Ltd. and
successively served as the chief representative for its American representative office and
the general manager of the operations division of UnionPay International Co., Ltd., a
subsidiary of China UnionPay Co., Ltd.. Mr. Jia obtained a master’s degree in computer
applications and a double degree in computer science and mechanical engineering from
Tsinghua University (J5# K in July 1996 and in July 1994, respectively.
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Mr. Hong XU (&%), aged 47, has been our Supervisor since January 2020. Mr. Xu joined
Alibaba in July 2018 and has been the deputy chief financial officer of Alibaba since July
2020. Prior to joining Alibaba, Mr. Xu worked at PricewaterhouseCoopers from August
1996 to June 2018 and became a partner since July 2007. Mr. Xu has been a non-executive
director of Red Star Macalline Group Corporation Ltd. (412 %558 55 4 M A3 AT PR /),
a company listed on both the Main Board of the Hong Kong Stock Exchange under the
stock code 01528 and the Shanghai Stock Exchange under the stock code 601828, since
October 2019, a non-independent director of Meinian Onehealth Healthcare Holdings Co.,
Ltd. (354F K fa B 2 Ve B A3 A FRZA FT), a company listed on the Shenzhen Stock
Exchange under stock code 002044, since December 2019, a non-independent director of
Suning.com Co., Ltd. (f#%% %) 4L B /54 B2 F]), a company listed on the Shenzhen
Stock Exchange under the stock code 002024, since May 2019, a non-executive director of
Lianhua Supermarket Holdings Co., Ltd. (¥if#E# i 47 FR/A 7]), a company listed on the
Main Board of the Hong Kong Stock Exchange under the stock code 00980, since August
2018, a non-executive director of Alibaba Health Information Technology Limited (Fi 5 i
FEfE Bl A PR 7)), a company listed on the Main Board of the Hong Kong Stock
Exchange under the stock code 00241, since June 2019, a non-executive director of Alibaba
Pictures Group Limited (P 5 & & 52 6 4L B 47 FRA 7)), a company listed on both the Main
Board of the Hong Kong Stock Exchange under stock code 01060 and the Singapore Stock
Exchange under the stock code S91, since January 2020. Mr. Xu obtained a bachelor’s
degree in science in July 1996 from Fudan University (£ H K£) and he is a member of
the Chinese Institute of Certified Public Accountants since April 1999.

Ms. Quan YU (£J#), aged 50, has been our Supervisor since January 2020. Ms. Yu joined
us in January 2016 and served as a senior director. Prior to joining us, Ms. Yu was a senior
director at Capital One Financial Corporation, an American bank holding company, from
June 2002 to January 2016. In June 2020, Ms. Yu was selected into the list of 50 Top
Women in Tech by Forbes China. Ms. Yu obtained a bachelor’s degree in industrial trade
from Xi’an Jiaotong University (P4%32% KE2) in July 1992 and a master’s degree in
international trade from the University of International Business and Economics (¥ 7M%8 7§
Z 5 KAL) in June 1995.

Senior Management
The following table sets out information in respect of members of our senior management:

Date of joining
Name Age our Group Position(s) Responsibilities

Mr. Songbai ZENG 53 February 2012 Chief People Officer ~ Overseeing the overall
(% ) management of the human
resources of our Group

Mr. Cyril Xinyi HAN 43 May 2014 Chief Financial Overseeing corporate
(FHR) Officer finance and accounting

matters and financial
reporting of our Group

Mr. Zhifeng ZHOU 50 June 2020 General Counsel and  Overseeing and managing
(%) Board Secretary overall legal matters of our
Group
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Mr. Songbai ZENG (¥ #2#1), aged 53, has been our Chief People Officer since August
2020. Mr. Zeng joined us in February 2012 and has since successively served as our vice
president of human resources and our senior vice president of human resources. Prior to
this, Mr. Zeng served as the vice president of human resources of McDonald’s Corporation
in the PRC between January 2010 and November 2011 and the human resources director of
AB InBev SA/NV in the PRC between December 2003 and December 2009. Mr. Zeng has
been a non-independent director of Meinian Onehealth Healthcare Holdings Co., Ltd. (3£4F
KAkt B 7 SEFE R A A BR 2 WD), a company listed on the Shenzhen Stock Exchange under
the stock code 002044, since December 2019. Mr. Zeng obtained a bachelor’s degree in
engineering from Hangzhou Institute of Commerce (Fi/l Ei£:F¢), currently known as
Zhejiang Gongshang University (#7T L K£) in July 1988 and a master’s degree in
engineering from Wuxi Institute of Light Industry (#85# T.24205¢), currently known as
Jiangnan University (VLK) in December 1993.

Mr. Cyril Xinyi HAN (¥ #%), aged 43, has been our Chief Financial Officer since April
2020. Mr. Han joined us in May 2014 and has served as our senior director and vice
president. Prior to this, Mr. Han joined Alibaba in September 2011 as a senior director of
corporate finance department of Alibaba. Prior to joining Alibaba, Mr. Han worked at the
investment banking division of China International Capital Corporation (7[5 2 F% 4 fil A B
3 F]) from July 2001 to September 2011. Mr. Han has been a non-executive director of
Hundsun Technologies Inc. (1E4 % T & 3A R 7]), a company listed on the Shanghai
Stock Exchange under the stock code 600570 and an associate of our Company, since
February 2016, a non-executive director of ZhongAn Online P&C Insurance Co. Ltd. (A%
TE 57 A FE PR B A BR A7), a company listed on the Main Board of the Hong Kong Stock
Exchange under the stock code 06060, since October 2013 and a director of Yum China
Holdings Inc., a company listed on the New York Stock Exchange under the ticker symbol
YUMC, since May 2019. Mr. Han obtained a bachelor’s degree in economics and a
master’s degree in economics from Tsinghua University (753 K£2) in July 1999 and June
2001, respectively.

Mr. Zhifeng ZHOU (Jil &), aged 50, has been our Board Secretary since August 2020.
Mr. Zhou joined us as our General Counsel in June 2020. Prior to joining us, Mr. Zhou was
a partner at Fangda Partners between January 1995 and May 2020. He is currently the vice
chairman of the Shanghai International Equity Investment Fund Association, a director of
the Shanghai Special-Care Foundation and a distinguished professor at the East China
University of Political Science and Law Lawyers Institute. Mr. Zhou obtained a bachelor’s
degree in law from Fudan University (8 B &) in July 1993.

Save as disclosed above, none of the Directors, Supervisors and members of senior
management holds or has held any other directorships in any other public company the
securities of which are listed on any securities market in Hong Kong or overseas in the
three years immediately preceding the date of this document. Please refer to the section
headed “ Statutory and General Information” in Appendix VII for further information about
our Directors and Supervisors, including the particulars of their service contracts and
remuneration, and details of the interests of our Directors and Supervisors in the Shares
(within the meaning of Part XV of the SFO).
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As of the Latest Practicable Date, save as disclosed in this document:

. none of the Directors had any interests in any business, which competes or is
likely to compete, either directly or indirectly with our business;

. none of the Directors, Supervisors or members of senior management is related
to any other Directors, Supervisors and members of senior management;

. none of the Directors or Supervisors holds any interest in the Shares which
would be required to be disclosed pursuant to Part XV of the Securities and
Futures Ordinance; and

. there is no additional matters with respect to each of the Directors or Supervisors
that needs to be brought to the attention of the Shareholders, and there is no
additional information relating to the Directors or Supervisors that is required to
be disclosed pursuant to Rule 13.51(2) of the Hong Kong Listing Rules.

Other Key Management

Apart from our senior management, our Company is also supported by other key
management members who provide direction and guidance to our various business groups
and functions. The biographies of our other key management members are set out below.

Mr. Hao HUANG (3#1%) has been the president of our digital finance business group since
March 2019. Mr. Huang joined us in December 2015, and has served as our vice president
from December 2015 to December 2016 and the general manager and executive director of
MY bank from December 2016 to March 2019. Prior to joining us, Mr. Huang successively
served as the deputy general manager of the financial planning department at the
headquarters of China Construction Bank (H'El###R17), the governor of Sino-German
Bausparkasse Co., Ltd. (1% 7 fi# & 8174 FRE 1T/ 7)), the chairman of the supervisory
committee of CCB Principal Asset Management Co., Ltd. ({534 A R H/T/A 7)) and
the general manager in charge of e-banking and Internet finance at the headquarters of
China Construction Bank (H'[E##%#1T) between September 1996 to December 2015. Mr.
Huang obtained a bachelor’s degree in economics from Wuhan University (2 K#£2) in
July 1996.

Ms. Ying ZHAO (#i3H) has been the president of our international business group since
January 2020. From June 2017 to January 2020, Ms. Zhao worked at Alibaba and served as
the president of global business group and has subsequently served as the president of
Fliggy since March 2018. Ms. Zhao joined us in May 2013 and successively served as our
vice president of finance and chief operating officer of our international business group
until June 2017. Prior to that, Ms. Zhao served as the vice president of finance for Taobao,
Tmall and Alimama from October 2009 to April 2013. Ms. Zhao became a certified public
accountant since April 1998. Ms. Zhao obtained a master’s degree in accounting from
Tianjin Institute of Finance and Economics (KEHAZEEERE), currently known as Tianjin
University of Finance and Economics (KA KEE) in June 1999 and an EMBA degree
from China Europe International Business School (9 k[E [ T.p5£2Rx) in October 2011.
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Mr. Guofei JIANG (% BIf€) has been the president of our advanced technology business
group since September 2019. Prior to joining us in February 2017 as our vice president,
Mr. Jiang studied and worked in the United States for nearly 20 years. From June 2004 to
February 2017, he worked at NEC Laboratories America and successively served as senior
researcher, department head and vice president and developed myriad innovative tech
products and solutions in fields such as |0T, big data analytics, artificial intelligence, cloud
computing, computer security and software-defined networking, earning him many
industrial innovation awards. Mr. Jiang has published over 160 top-level theses at
international conferences or on international journals, winning a “Best Thesis Award” at a
top conference. Mr. Jiang obtained a bachelor’s degree and a doctorate degree from Beijing
Institute of Technology (dt&t¥E T RKE) in July 1993 and June 1998, respectively. He was
also a post doctorate fellow at Dartmouth College in the United States from August 1998 to
August 2001.

Mr. Leiming CHEN (Bit# W) has been our senior vice president since March 2016. Mr.
Chen joined us in March 2016 and served as our general counsel from March 2016 to May
2020. In his day-to-day responsibilities, Mr. Chen undertakes a broad range of regulatory
engagement in connection with our Group’s international business activities. Prior to
joining us, Mr. Chen was a partner and head of China practice at Simpson Thacher &
Bartlett LLP, a New York-based international law firm, where he worked on a variety of
equity and debt offerings and mergers and acquisitions involving primarily PRC companies,
including his lead role in advising Alibaba in its initial public offering on the New York
Stock Exchange in 2014. Mr. Chen has extensive experience in corporate governance and
regulatory matters. Mr. Chen has been qualified to practice law in the State of New York
since October 2001 and has been a solicitor of the High Court of Hong Kong since July
2011. Mr. Chen obtained a juris doctor degree from Osgoode Hall Law School, York
University in Toronto, Canada in June 1994.

Mr. Douglas FEAGIN has been our senior vice president since June 2016. Prior to joining
us in June 2016, from August 1994 to May 2016, Mr. Feagin worked at Goldman, Sachs &
Co., where he last served as a managing director from 2004 to 2016, with a broad set of
client relationships in the US, Latin America and Asia across sectors including banking,
technology and insurance. He graduated from the University of Virginia in 1988, and
received his MBA from Harvard Business School in 1994.

Mr. Liang CHEN (Bf5E) has been our vice president since August 2017. Mr. Chen joined
Alipay China in March 2008 and has been responsible for our branding and customers
communications, focused on building our corporate image and engaging communications
through innovative approaches. Prior to joining us, Mr. Chen has extensive experience in
media, and from July 2002 to March 2008, he held editorial responsibilities at Nanfang
Daily (77 H#). Mr. Chen obtained a bachelor’s degree in Chinese language and literature
from Nanjing University in July 2002.

Mr. Xiongwen RUI (PiHE3C) has been our vice president since February 2017. Mr. Rui has
more than 20 years of risk management experience. Prior to joining us, he worked at
American Express Company from 1995 to 2017 where he last served as senior vice
president and was responsible for its fraud risk management. Mr. Rui obtained a bachelor’s
degree from Peking University (At 51 K£2) in July 1987 and a doctorate degree from Ohio
State University in the United States in August 1995.

Mr. Ming YIN (F*#4) has been our vice president since September 2015. Prior to joining
us in September 2015, Mr. Yin worked at China Life Property and Casualty Insurance
Company Limited (H B A7 8B4 2 R B 45 A B2 F]) and successively served as general
manager of the Shanghai branch, assistant to the president and vice president from June
2007 to August 2015. Previously, Mr. Yin was the general manager of the Jiangsu branch of
Taiping Insurance Co., Ltd. (X°F-#F A FRZA ) from July 2003 to June 2007. Mr. Yin
obtained an EMBA degree from China Europe International Business School (H k= % T 74
L) in September 2010.
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Mr. Gang JI (% 4) has been our vice president since January 2016. Prior to joining us in
January 2016, Mr. Ji served as the vice president of Alibaba from December 2008 to
December 2015. Mr. Ji obtained a bachelor’s degree in international business management
and economics from University of International Business and Economics (/M85 & 5 K
B in July 1997.

Ms. Yijie PENG (¥ ##E) has been our vice president since November 2012. Ms. Peng
joined Alipay China in November 2012 and successively served as its vice president and
general manager of its international business group, where she laid the foundations of the
international businesses of Alipay China. Prior to joining us, Ms. Peng joined Alibaba in
May 2000 and served as the vice president of Alibaba from January 2008 to February 2012
and was responsible for Alibaba's divisions for the PRC and international B2B
marketplaces. In addition, Ms. Peng was the product founder of AliExpress, a global retail
marketplace. Ms. Peng obtained a double degree in technical English and international trade
from Xi’an Jiaotong University (P4%32% K£) in July 2000 and an EMBA degree from
China Europe International Business School (HRk[E [ L i£:6¢) in September 2010.

Ms. Yu ZHANG (7B%) has been our vice president since September 2019. Ms. Zhang
joined Alibaba in November 2015 and has served as vice president of finance from
November 2015 to August 2019. Previously, Ms. Zhang served as the director of the audit
department at Siemens (China) Co., Ltd. (¥4 M+ (H ) FR/2 F]) from October 2010 to
October 2015, and was a partner at KPMG Huazhen LLP (Special General Partnership)
from July 1996 to September 2010. Ms. Zhang became a certified public accountant in
Colorado, the United States and in the PRC in May 2001 and May 1999, respectively. Ms.
Zhang obtained a bachelor’s degree in economics from the Renmin University of China (1
B AR AKE) in July 1996 and a master’s degree in accounting from University of Denver in
the United States in March 2001.

Ms. Wenlan SHAO (#3C) has been our vice president since August 2020. Ms. Shao
joined us in August 2015 and successively served as the general manager of our Huabei
business group and the general manager of the consumer finance business group. She has
been the chairperson of Zhima Credit since June 2019. Prior to joining us, Ms. Shao joined
Alibaba in July 2002 and was successively responsible for the operations of Alibaba’s
Chinese website and Taobao consumer goods industry until August 2015. Ms. Shao has
worked in the tech industry for 18 years and has extensive work and management
experience in tech and consumer financial products, operations, and innovation. Ms. Shao
obtained a bachelor’s degree from Zhejiang Institute of Finance and Economics (#7148
Z.15), now known as Zhejiang University of Finance and Economics (#77LHA#E KAL) in
June 2002.

Mr. Yi DING (T 3) has been the general manager of our customer rights protection
department since April 2020. Mr. Ding joined us in February 2015 and has successively
served as a senior expert and researcher in our intelligent operations center until March
2020. Prior to joining us, Mr. Ding worked at Microsoft Corporation for 15 years and has
extensive service management experience. Mr. Ding obtained a bachelor’s degree in
engineering from Shanghai Jiaotong University (2% KE2) in July 1999 and an MBA
degree from Bl Norwegian Business School and School of Management, Fudan University
(5 BB FLELLE) in December 2010.

— 239 -



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

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Company Secretary

Mr. Roy Leong Hung CHUNG (8%5¢HE), aged 37, has been our Company Secretary, Legal
Director and head of international corporate governance since August 2020. Mr. Chung
joined Alibaba in February 2016 as senior legal counsel in the legal department responsible
for Alibaba’'s strategic investments. Prior to joining Alibaba, Mr. Chung was an associate
with Cleary Gottlieb Steen & Hamilton from November 2011 to January 2016, and an
associate and trainee solicitor at Baker & McKenzie from September 2006 to October 2011.
Mr. Chung has been a solicitor of the High Court of Hong Kong since November 2008 and
a solicitor of the Senior Courts of England and Wales since May 2012. Mr. Chung obtained
a bachelor’s degree in law from the London School of Economics and Political Science in
July 2005 and a postgraduate certificate in law from the University of Hong Kong in June
2006.

Compensation
Compensation of Directors, Supervisors and Senior Management Members

The cash remuneration of employee Directors, Supervisors and senior management
members consists of fixed salary, bonuses, various subsidies and other benefits such as
social insurance and housing provident fund. Independent non-executive Directors shall
receive fixed cash salary, allowances and other benefits. Our remuneration package is
determined based on market standards, supply and demand of labor, business performance
of our Company, individual performance of the employees and the positions they hold.
Adjustments are made in accordance with changes to the market standards every year to
ensure the competitiveness of our remuneration package.

For the financial years ended December 31, 2017, 2018 and 2019 and the six months ended
June 30, 2020, the total remuneration, consisting of salaries, allowances and benefits,
pension scheme contributions and other social welfare and share-based payment
compensation, paid to our Directors amounted to approximately RMB219 million, RMB269
million, RMB186 million and RMB87 million, respectively.

For the financial years ended December 31, 2017, 2018 and 2019 and the six months ended
June 30, 2020, the total remuneration, consisting of salaries, allowances and benefits,
pension scheme contributions and other social welfare and share-based payment
compensation, paid to our Supervisors amounted to approximately RMB15 million, RMB10
million, RMB8 million and RMB7 million, respectively.

For the financial years ended December 31, 2017, 2018 and 2019 and the six months ended
June 30, 2020, among our five highest paid individuals, there were three, four, three and
three Directors, respectively. For the financial years ended December 31, 2017, 2018 and
2019 and the six months ended June 30, 2020, the total remuneration, consisting of
salaries, allowances and benefits, pension scheme contributions and other social welfare
and share-based payment compensation, paid to our five highest paid individuals amounted
to approximately RMB303 million, RMB278 million, RMB249 million and RMB126
million, respectively.

It is estimated that remuneration and benefits in kind equivalent to approximately RMB162
million and RMB14 million will be paid and granted to our Directors and Supervisors,
respectively, by us in respect of the financial year ending December 31, 2020 under
arrangements in force as at the date of this document.
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No remuneration was paid by us to our Directors or Supervisors as an inducement to join
or upon joining us or as a compensation for loss of office in respect of the financial years
ended December 31, 2017, 2018 and 2019 and the six months ended June 30, 2020.

Further, none of our Directors or Supervisors had waived any remuneration during the same
period.

Our Company has established a nomination and remuneration committee in accordance with
the Articles of Association and is responsible for, among other things, studying and
reviewing the remuneration policies applicable to Directors and senior management and
making recommendations to the Board with respect to adopting appropriate and transparent
procedures to formulate remuneration policies.

Services Contracts and Employment Agreements

We have entered into a service contract with each of the Directors and Supervisors and an
employment agreement with each member of our senior management. The employment
agreements set out certain confidentiality and non-compete obligations, which our senior
management agreed to be bound by during their employment.

Equity Incentive Plans

We have adopted the Share Economic Rights Plan, pursuant to which Hangzhou Junhan
may provide incentives with reference to the economic rights of our Shares. We have also
adopted the 2020 H Share Equity Incentive Plan, the Restricted A Shares Incentive Plan
and the Post-[REDACTED] H Share Equity Incentive Plan to provide either equity
incentives or incentives which are determined with reference to the economic rights of our
Shares. Our Directors, Supervisors and senior management members are entitled to these
incentives. See “Appendix VIl — Statutory and General Information — D. Employees
Equity Incentive Plans” for further information.

Corporate Governance

The Company is committed to achieving high standards of corporate governance with a
view to safeguarding the interests of our Shareholders. To accomplish this, the Company
will comply with the corporate governance requirements under the Corporate Governance
Code and Corporate Governance Report set out in Appendix 14 to the Hong Kong Listing
Rules after the [REDACTED] of our H Shares. Additionally, the Company is in
compliance with the corporate governance requirements under the PRC Company Law, PRC
Securities Law and related laws, regulations and rules.

Board Committees

Our Company has established an audit committee and a nomination and remuneration
committee.

Audit Committee

Our Company has established an audit committee with written terms of reference in
compliance with Rule 3.21 of the Hong Kong Listing Rules and the Corporate Governance
Code as set out in Appendix 14 to the Hong Kong Listing Rules. The audit committee
currently consists of Ms. Quan Hao, our independent non-executive Director, Mr. Joe Tsai,
our non-executive Director and Mr. Fred Hu, our independent non-executive Director. Ms.
Quan Hao is the chairperson of our audit committee.

—241 -



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

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The audit committee oversees our accounting and financial reporting processes and the
audits of our financial statements. Our audit committee is responsible for, among other
things:

(1) monitoring and evaluating the performance of the external auditor;

(2) monitoring and evaluating our internal audit, and coordinating the communication
between the internal auditor and the external auditor;

(3) reviewing financial information, financial statements and reports and their
disclosure;

(4) monitoring and considering the adequacy of our internal controls; and

(5) other responsibilities authorized by the Board or required under the relevant laws
and regulations.

Nomination and Remuneration Committee

Our Company has established a nomination and remuneration committee with written terms
of reference in compliance with Rule 3.25 of the Hong Kong Listing Rules and the
Corporate Governance Code as set out in Appendix 14 to the Hong Kong Listing Rules.
Our nomination and remuneration committee currently consists of Mr. Fred Hu, our
independent non-executive Director, Mr. Yiping Huang, our independent non-executive
Director and Ms. Fang Jiang, our non-executive Director. Mr. Fred Hu is the chairperson of
our nomination and remuneration committee.

Our nomination and remuneration committee is responsible for, among other things:

(1) examining and formulating the selection standards and procedures for electing
Directors and senior management;

(2) selecting the candidates for the Directors and senior management members;

(3) reviewing the candidates for the Directors and senior management members and
making recommendations to the Board,;

(4) examining structure, number of members and composition of the Board
(including skills, knowledge and experience) at least annually, and making
recommendations on the proposed changes to the Board in relation to the
strategic development of the Company;

(5) examining and evaluating the independence of the independent non-executive
Directors;

(6) making recommendations to the Board with respect to Director appointment,
reappointment and Director succession plan;

(7) considering and reviewing the remuneration policies and structure of Directors
and senior management and making recommendations to the Board with respect
to adopting appropriate and transparent procedures to formulate remuneration
policies;
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(8) considering and managing matters relating to share incentives and making
recommendations to the Board,;

(9) reviewing and approving management’s proposals with respect to remuneration
packages in accordance with the business goals or targets set by the Board;

(10) determining remuneration packages for individual executive Directors and senior
management member as authorized by the Board, or making recommendations to
the Board with respect to remuneration packages for individual executive
Directors and senior management members;

(11) making recommendations to the Board with respect to remuneration packages for
non-executive Directors;

(12) determining recruitment criteria based on remuneration packages for similar
positions of a peer group, time to be devoted and responsibilities;

(13) reviewing and approving compensation payable to non-independent Directors and
senior management members who are terminated before the end of their terms in
accordance with the applicable contractual terms, or making fair and reasonable
compensation if not in accordance with the applicable contractual terms;

(14) reviewing and approving compensation payable to Directors who are terminated
for cause in accordance with the applicable contractual terms, or making
reasonable and proper compensation if not in accordance with the applicable
contractual terms;

(15) ensuring no Directors or any of their affiliates can determine their own
remuneration packages,

(16) reviewing the implementation of the board diversity policy and considering
various factors in connection with the formation of the Board (including but not
limited to gender, age, culture and education background, ethnicity, expertise,
knowledge and term served); and

(17) other matters authorized by the Board.
Board Diversity

We have adopted a board diversity policy which sets out the approach to achieve and
maintain diversity in our Board. Pursuant to our board diversity policy, selection of Board
candidates will be based on a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, industry experience, technical
capabilities, professional qualifications and skills, knowledge, length of service and other
related factors. We will also consider our own business model and special needs. The
ultimate selection of Director candidates will be based on merits of the candidates and
contribution that the candidates will bring to our Board.

Our nomination and remuneration committee is responsible for the implementation of our
board diversity policy. After our H Share [REDACTED], our nomination and remuneration
committee will review our board diversity policy from time to time to ensure its continued
effectiveness and we will disclose the implementation of our board diversity policy in our
corporate governance report on an annual basis.
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Compliance Advisor

We have appointed Citigroup Global Markets Asia Limited as our compliance advisor (the
“Compliance Advisor”) pursuant to Rule 3A.19 of the Hong Kong Listing Rules. Our
Compliance Advisor will provide us with guidance and advice as to compliance with the
Hong Kong Listing Rules and applicable Hong Kong laws. Pursuant to Rules 3A.23 and
19A.06 of the Hong Kong Listing Rules, our Compliance Advisor will advise our Company
in certain circumstances including:

. before the publication of any regulatory announcement, circular, or financial
report;

. where a transaction, which might be a notifiable or connected transaction, is
contemplated, including share issues and share repurchases;

. where we propose to use the [REDACTED] of the H Share [REDACTED] in a
manner different from that detailed in this Document or where the business
activities, development or results of our Group deviate from any forecast,
estimate or other information in this Document;

. where the Hong Kong Stock Exchange makes an inquiry to our Company
regarding unusual movements in the price or [REDACTED] volume of the
Shares securities, the possible development of a false market in the Shares, or
any other matters in accordance with Rule 13.10 of the Hong Kong Listing
Rules; and

. where there is any amendment or supplement to the Hong Kong Listing Rules
and any new or amended law, regulation or code in Hong Kong applicable to us.

The term of appointment of our Compliance Advisor shall commence on the H Share
[REDACTED] and is expected to end on the date on which we comply with Rule 13.46 of
the Hong Kong Listing Rules in respect of our financial results for the first full financial
year commencing after the H Share [REDACTED)].
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Share Capital
Immediately before the H Share [REDACTED] and the A Share [REDACTED]

As of the Latest Practicable Date, the registered share capital of our Company was
RMB23,778,629,496, comprising 23,778,629,496 Domestic Shares with a nominal value of
RMB1.00 each.

Upon the completion of the H Share [REDACTED] and the A Share [REDACTED]

Immediately after completion of the H Share [REDACTED] and the A Share
[REDACTED] and assuming that the [REDACTED)] are not exercised, the share capital of
our Company will be as follows:

Approximately% of the
enlarged issued share
capital after the H
Number of Share [REDACTED] and

Description of Shares Shares the A Share [REDACTED]
up to

[REDACTED] ... o [REDACTED] [REDACTED]%
H Shares issued as a result of the Redemption

and Subscription. ............ ... .. ... .. 3,256,446,324 [REDACTED]%
H Shares issued pursuant to the H Share

[REDACTED] . ... [REDACTED] [REDACTED]%
Domestic Shares [REDACTED] upon

A Share [REDACTED] ................. [REDACTED] [REDACTED]%
A Shares issued pursuant to the A Share

[REDACTED] ... ..o [REDACTED] [REDACTED]%
Total ... [REDACTED] 100%

Immediately after completion of the H Share [REDACTED] and the A Share
[REDACTED] and assuming that the [REDACTED] are fully exercised, the share capital
of our Company will be as follows:

Approximately% of the
enlarged issued share
capital after the H
Number of Share [REDACTED] and

Description of Shares Shares the A Share [REDACTED]
up to

[REDACTED] ... . [REDACTED] [REDACTED]%
H Shares issued as a result of the Redemption

and Subscription. . .......... ... ... ...... 3,256,446,324 [REDACTED]%
H Shares issued pursuant to the H Share

[REDACTED] . ... [REDACTED] [REDACTED]%
Domestic Shares [REDACTED] upon

A Share [REDACTED] ................. [REDACTED] [REDACTED]%
A Shares issued pursuant to the A Share

[REDACTED] .. ..o [REDACTED] [REDACTED]%
Total ... .. [REDACTED] 100%

(1) [REDACTED]

— 245 —



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

SHARE CAPITAL

Class of Shares

Upon the completion of the H Share [REDACTED] and the A Share [REDACTED], we
have two classes of Shares, H Shares and A Shares. H Shares and A Shares are both
ordinary Shares in the share capital of our Company. Apart from certain qualified domestic
institutional investors in mainland China, the qualified mainland China investors under the
Shanghai-Hong Kong Stock Connect and other persons who are entitled to hold our H
Shares pursuant to relevant laws and regulations in mainland China or upon approvals of
any competent authorities, H Shares generally cannot be subscribed for by or
[REDACTED] between legal or natural mainland China persons. A Shares, on the other
hand, can only be subscribed for by and [REDACTED] between legal or natural mainland
China persons, qualified foreign institutional investors, foreign strategic investors or the
Hong Kong and overseas investors under the Shanghai-Hong Kong Stock Connect and must
be subscribed for and [REDACTED] in Renminbi.

H Shares and A Shares are regarded as different classes of Shares. The differences between
the two classes of Shares, provisions on class rights, dispatch of notices and financial
reports to Shareholders, dispute resolution, registration of Shares on different registers of
Shareholders, the procedure of conversion and transfer of Shares and appointment of
dividend receiving agents as contained in the Articles of Association are summarized in
“Appendix VI — Summary of Articles of Association.”

Furthermore, any change or abrogation of the rights of class Shareholders shall be approved
by way of a special resolution of the general meeting of Shareholders and by a separate
class shareholders meeting convened by the affected class of Shareholders. The
circumstances under which a general meeting and/or a class meeting is required are
summarized in “Appendix VI — Summary of Articles of Association.” However, the
approval of separate classes of Shareholders is not required under the following
circumstances:

(i) issue of A Shares or H Shares of not more than 20% of existing A Shares or H
Shares, respectively, either separately or concurrently in a period of 12 months,
pursuant to an approval by a special resolution of a general meeting;

(ii) proposal to issue A Shares and H Shares of our Company upon the establishment
of our Company pursuant to approval of the securities regulatory authority under
the State Council, provided that such proposal is carried out within 15 months
after such approval; or

(iif) conversion and transfer of A Shares for listing and trading on the Hong Kong
Stock Exchange as H Shares pursuant to and approved by the securities
regulatory authority under the State Council; or

(iv) repurchase of A Shares by our Company for the purposes of employees incentive
scheme(s), for the conversion of convertible bonds issued by the Company and
where considered essential to maintain the value of the Company and rights of
the Shareholders.

Save as described in this document, A Shares and H Shares shall rank pari passu with each
other in all other respects and, in particular, will rank equally for dividends or distributions
declared, paid or made. All dividends for H Shares will be paid in Hong Kong dollars or in
the form of additional H Shares whereas all dividends for A Shares will be paid in
Renminbi.
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[REDACTED]

Redemption and Subscription for Our H Shares

Pursuant to the arrangements with the Ant International Class C shareholders and the
arrangement in respect of the Pre[REDACTED] Offshore ESOP Plan, all the Ant
International Class C Shares and Ant International Class B Shares in issue will be
redeemed and 3,256,446,324 H Shares will be subscribed for and issued. See “History —
Redemption and Subscription by Ant International Security Holders” and “Appendix VII —
Statutory and General Information — D. Employees Equity Incentive Plans — 1.
Pre-[REDACTED] Employee Equity Incentives” for details. An application has been made
to the Listing Committee for such H Shares to be [REDACTED] on the Hong Kong Stock

Exchange.

[REDACTED]
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[REDACTED]

L ock-up Undertakings

The following lock-up undertakings have been given by our existing Shareholders pursuant
to applicable laws and regulations.

L ock-up Undertakings pursuant to applicable PRC laws and regulations

Hangzhou Junhan and Hangzhou Junao

Pursuant to applicable PRC laws and regulations, each of Hangzhou Junhan and
Hangzhou Junao has undertaken, (a) [REDACTED] and (b) not to transfer, or
entrust to others, or propose any repurchase by our Company of, any Domestic
Shares held by it immediately prior to completion of the A Share [REDACTED]
(excluding the Domestic Shares to be sold at the time of the A Share
[REDACTED]) during the period of 36 months from the A Share
[REDACTED]. If the closing price of our A Shares is lower than our A Share
[REDACTED] for 20 consecutive trading days within a period of 6 months from
the A Share [REDACTED], or if the closing price of our A Shares on the date of
expiry of the 6-month period from the A Share [REDACTED] is lower than our
A Share [REDACTED], the lock-up period stipulated in (b) will be extended to
42 months.
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Hangzhou Alibaba

. Pursuant to the PRC Company Laws, Hangzhou Alibaba has undertaken (a)
[REDACTED] and (b) not to transfer any Domestic Shares held by it
immediately prior to completion of the A Share [REDACTED] during the period
of 12 months from the A Share [REDACTED].

Other existing Shareholders

. Pursuant to the PRC Company Law, each existing holder of Domestic Shares
other than Hangzhou Junhan, Hangzhou Junao and Hangzhou Alibaba has
undertaken not to transfer any Shares in issue prior to completion of the
[REDACTED] and [REDACTED] of our Company held by it during the period
of 12 months from the date of [REDACTED] on a stock exchange.

Lock-up Undertakings pursuant to the Hong Kong Listing Rules
Controlling Shareholders

. Pursuant to the Hong Kong Listing Rules, each of our Controlling Shareholders
[has undertaken] that he/she/it shall not, and procures that any other registered
holder (if any) of the Shares in which he/she/it has a beneficial interest shall not
(i) dispose of or agree to dispose of any of the Shares in respect of which
he/shelit is shown by this document to be the beneficial owner for a period of
six months from the H Share [REDACTED]; and (ii) during a period of six
months thereafter, dispose of or agree to dispose of any of such Shares if,
immediately after such disposal, he/she/it would cease to be our controlling
shareholder. See “Underwriting — [REDACTED]” for details of the lock-up
undertaking given by the Controlling Shareholders pursuant to Rule 10.07 of the
Hong Kong Listing Rules.

General Mandate to |ssue Shares

Our Directors have been granted a general unconditional mandate to allot, issue and deal
with A Shares and/or H Shares or securities convertible into A Shares and/or H Shares or
options, warrants or similar rights to subscribe for A Shares and/or H Shares or such
convertible securities and to make or grant offers, agreements or options which would or
might require the exercise of such powers, provided that the total number of A Shares
and/or H Shares allotted or agreed to be allotted by the Directors other than pursuant to:

(a) arights issue;
(b) any scrip dividend scheme or similar arrangement providing for the allotment of
A Shares and/or H Shares in lieu of the whole or part of a dividend on A Shares

and/or H Shares in accordance with the Articles; or

(c) a specific authority granted by the Shareholders in general meeting,
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shall not exceed 20% of the respective amount of A Shares and/or H Shares in issue
immediately following the completion of the H Share [REDACTED] and the A Share
[REDACTED] (but excluding any Shares which may be issued pursuant to the exercise of
the [REDACTED]).
This general mandate to issue A Shares and/or H Shares will expire:

(i) at the conclusion of our next annual general meeting;

(ii) at the expiration of the period within which we are required by any applicable
law or the Articles to hold our next annual general meeting; or

(iit) when varied or revoked by a special resolution of the Shareholders in general
meeting,

whichever is the earliest.
For more details of this general mandate, see “Appendix VII — Statutory and General

Information — A. Further Information About Our Group — 4. Resolutions Passed by the
Shareholders of the Company on August 21, 2020.”
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Substantial Shareholders

So far as our Directors are aware, immediately following completion of the H Share
[REDACTED] (including Redemption and Subscription) and the A Share [REDACTED]
and assuming the [REDACTED] are not exercised, the following persons will have
interests and/or short positions in the Shares or underlying Shares of our Company which
(i) would fall to be disclosed pursuant to the provisions of Divisions 2 and 3 of Part XV of
the SFO, or (ii) will be, directly or indirectly, interested in 10% or more of the nominal
value of any class of our share capital carrying rights to vote in all circumstances at
general meetings of our Company or any other member of our Group:

Name of Shareholder

Nature of interest

Number and class of
Shares held

Approximate
percentage of
shareholding in
the relevant class
of Shares
immediately
after the
completion of the
H Share
[REDACTED]
and the A Share
[REDACTED]
(assuming the
[REDACTED]
are not
exer cised)

Approximate
per centage of
shareholding in
the total share
capital of our
Company
immediately
after the
completion of the
H Share
[REDACTED]
and the A Share
[REDACTED]
(assuming the
[REDACTED]
are not
exercised)

Mr. Jack Ma® @

Mr. Eric Jing®

Mr. Simon Hu®

Ms. Fang Jiang®®

Interest in controlled
corporation

[REDACTED]

Interest of a party to an
agreement

[REDACTED]

Interest of a party to an
agreement

[REDACTED]

Interest of a party to an
agreement

[REDACTED]

up to [REDACTED)]
Shares”

[REDACTED]

up to [REDACTED]
Shares®

[REDACTED]

up to [REDACTED)]
Shares®

[REDACTED]

up to [REDACTED)]
Shares”

[REDACTED]
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Approximate
per centage of
shareholding in
the total share
capital of our

Approximate
per centage of
shareholding in
the relevant class

of Shares Company
immediately immediately
after the after the
completion of the  completion of the
H Share H Share
[REDACTED] [REDACTED]
and the A Share  and the A Share
[REDACTED] [REDACTED]
(assuming the (assuming the
[REDACTED] [REDACTED]
Number and class of are not are not
Name of Shareholder Nature of interest Shares held exer cised) exer cised)
Hangzhou Yunbo®™ Interest in controlled up to [REDACTED] [REDACTED]%“ [REDACTED]%®
corporation Shares®
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
Hangzhou Junhan® Beneficial owner [REDACTED]  [REDACTED]%  [REDACTED]%
Shares
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
Hangzhou Junao™ Beneficial owner [REDACTED]  [REDACTED]%  [REDACTED]%
Shares
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
Alibaba® Interest in controlled up to [REDACTED] [REDACTED]%® [REDACTED]%®
corporation Shares®
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
Taobao Holding Beneficial owner [REDACTED] [REDACTED]% [REDACTED]%
Limited® Shares
Interest in controlled up to [REDACTED] [REDACTED]%® [REDACTED]%®
corporation Shares®
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
Taobao China Holding  Interest in controlled up to [REDACTED] [REDACTED]%® [REDACTED]%®
Limited® corporation Shares®
[REDACTED] [REDACTED] [REDACTED] [REDACTED]
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Approximate
per centage of
shareholding in
the relevant class

Approximate
per centage of
shareholding in
the total share
capital of our

of Shares Company
immediately immediately
after the after the
completion of the  completion of the
H Share H Share
[REDACTED] [REDACTED]
and the A Share  and the A Share
[REDACTED)] [REDACTED]
(assuming the (assuming the
[REDACTED] [REDACTED]
Number and class of are not are not
Name of Shareholder Nature of interest Shares held exer cised) exer cised)
Taobao (China) Interest in controlled up to [REDACTED] [REDACTED]%® [REDACTED]%®®
Software Co, Ltd. corporation Shares®
(VB (TR ) B
PR [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Hangzhou Tongxin Interest in controlled up to [REDACTED] [REDACTED]%“ [REDACTED]%"
Network corporation Shares®
Technology Co.,
Ltd. (WLMFI k4%  [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Bl A R 7))@
Hangzhou Alibaba® Beneficial owner up to [REDACTED] [REDACTED]%® [REDACTED]%®®
Shares®
[REDACTED] [REDACTED] [REDACTED] [REDACTED]

Notes:

(1)  Hangzhou Junhan and Hangzhou Junao are two limited partnerships established under the laws of the PRC.

They are controlled by Hangzhou Yunbo as their executive partner and general partner.

The direct and indirect limited partners of Hangzhou Junhan and Hangzhou Junao are certain existing and
former senior management and employees of our Group and Alibaba. These direct or indirect limited
partners of Hangzhou Junhan and Hangzhou Junao have no control or voting power over the Shares held
by Hangzhou Junhan or Hangzhou Junao. None of them has any interests in the Shares that would fall to
be disclosed pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO.
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The table below sets out the cumulative contribution by the partners of Hangzhou Junhan and Hangzhou
Junao and the economic interests of the direct and indirect limited partners of Hangzhou Junhan and/or
Hangzhou Junao as represented by the corresponding number of Shares:

Economic interests

Subscribed capital represented by
contribution number of Shares

Name of partner (in RMB million)Mote ) (in million)Mete ©
General partner

Hangzhou Yunbo®™ote @ 20 4,981
Limited partners

Jack Yun MA (%) 20 2,677
Lucy Lei PENG (#7%) 2,077 504
Eric Xiandong JING (1) 2,184 303
Zhaoxi LU (FEJkkE) 52 230
Xiaofeng SHAO (FlEBEs) 51 228
Trudy Shan DAI (33 48 189
Eddie Yongming WU (5ik ) 48 189
Judy Wenhong TONG (i 3C4L) 45 180
Daniel Yong ZHANG (i 5) 44 175
Shuai WANG (Lfif) 42 167
Yijie PENG (&2 #1#) 33 164
Simon Xiaoming HU (#11) 2,145 161
Jian WANG (T-B) 40 157
Luyuan FAN () 584 147
Sara Siying YU (#7855 35 140
Maggie Wei WU () 35 137
Jianhang JIN (&%) 33 131
Li CHENG (##:7) 233 127
Ming ZENG (%H5) 29 115
Fang JANG (3#75) 25 97
Zhenfei LIU (BIHR7) 25 97
Yu ZHANG (1) 24 %
Sophie Minzhi WU (‘&) 23 92
Peng JANG (Z#) 22 86
Jeff Jianfeng ZHANG (ile2:8%) 20 80
Xingjun NI (547 563 44
Ying ZHAO () 563 44
Songbai ZENG (%) 522 33
Jingxian CAIl (%5tH) 352 28
Yongxin FANG (5 7<) 352 28
Lijun SUN (&) 352 28
Jessie Junfang ZHENG (¥275) 352 28
Yongfu YU (877K 48) 352 28
Winnie Jia WEN (H{£) 382 22
Zeming WU (52i2H) 382 22
Simon Shihuang XIE (&) 5 20
Lei WANG (T4) 243 14
Jiangwei JANG (T fE) 388 11
Jie SONG (KiZ) 388 11
Cyril Xinyi HAN (¥##%) 70 6
Total 13,204 12,012
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)

©)

()

Notes:

a Hangzhou Yunbo is not entitled to any economic interests derived from the Shares held by
Hangzhou Junhan and Hangzhou Junao. As general partner and executive partner of Hangzhou
Junhan and Hangzhou Junao, Hangzhou Yunbo has the right to direct the allocation of economic
interests derived from the Shares held by Hangzhou Junhan and Hangzhou Junao. Such allocation
includes economic interests to be donated in the future to charitable organizations designated by Mr.
Jack Ma (representing 611,337,334 underlying Shares), economic interests attached to share
economic rights, economic interests for future limited partners of Hangzhou Junhan and Hangzhou
Junao and economic interests that may be used for other future charitable donations.

b. Refers to the cumulative amounts of capital subscribed by direct and indirect partners of Hangzhou
Junhan and Hangzhou Junao as registered with the local counterparts of the State Administration for
Market Regulation (“SAMR”). The subscribed capital of limited partners was determined with
reference to the fair value of the Shares and such partners’ entitlement to the economic interests that
are represented by the number of Shares when they joined as partners. The fair value of the Shares
varied over time; and partners’ entitlement varies as to the economic interests that are represented
by the number of Shares. As such, the amount of capital subscribed by a partner as registered with
SAMR does not directly correlate to such partner’s economic interests derived from the Shares; and
such amount of subscribed capital as a percentage of the total amounts of subscribed capital by all
partners does not directly correlate to such partner’s economic interests as a percentage of the total
economic interests derived from the Shares held by Hangzhou Junhan and Hangzhou Junao.

C. Refers to economic interests of direct and indirect limited partners as determined by limited partner
interests that are represented by number of Shares. According to the Law of the People’'s Republic
of China on Partnerships, the economic interests of partners in a partnership shall be determined by
agreement among the partners. The economic interests of the direct and indirect partners of
Hangzhou Junhan and Hangzhou Junao derived from the Shares held by Hangzhou Junhan and
Hangzhou Junao are determined by their limited partner interests that are represented by specified
numbers of Shares.

Hangzhou Yunbo is held as to 34%, 22%, 22% and 22% by Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu
and Ms. Fang Jiang, respectively. Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang Jiang entered
into the Concert Party Agreement on August 21, 2020. Pursuant to such agreement and the articles of
association of Hangzhou Yunbo, Mr. Jack Ma can, through his control over resolutions passed at the
general meetings of Hangzhou Yunbo which relate to the exercise of right by Hangzhou Junhan and
Hangzhou Junao as Shareholders, effectively exercise control over the Shares held by Hangzhou Junhan
and Hangzhou Junao and accordingly, has ultimate control over our Company. However, although Mr. Jack
Ma has control over the Shares held by Hangzhou Junhan and Hangzhou Junao, Mr. Jack Ma's indirect
economic interests in our Company is limited to his interests as a limited partner of Hangzhou Junhan and
the corresponding interests in the Shares held by Hangzhou Junhan. As such, each of Mr. Jack Ma, Mr.
Eric Jing, Mr. Simon Hu and Ms. Fang Jiang is deemed to be interested in the [REDACTED] Shares in
which Hangzhou Junhan and Hangzhou Junao are interested. See “Relationship with Controlling
Shareholders — Our Controlling Shareholders” of this document for details.

Hangzhou Alibaba is wholly-owned by Hangzhou Tongxin Network Technology Co., Ltd. (Fu [F k48 4%
i BRZ> 71), a wholly-owned subsidiary of Taobao (China) Software Co, Ltd. (% (' Bl)#4A3 FRA 7).
Taobao (China) Software Co, Ltd. (V& (" Bk A BRA ) isin turn wholly-owned by Taobao China
Holding Limited, a wholly-owned subsidiary by Taobao Holding Limited. Alibaba owns the entire issued
share capital of Taobao Holding Limited. As a result, each of Alibaba, Taobao Holding Limited, Taobao
China Holding Limited, Taobao (China) Software Co, Ltd. (Y& (4 ) k{44 FR /A ®l) and Hangzhou
Tongxin Network Technology Co., Ltd. (Wi [R R4l 45 R 7]) is deemed to be interested in the
same number of [REDACTED] Shares held by Hangzhou Alibaba, and Alibaba is deemed to be interested
in the same number of H Shares held by Taobao Holding Limited.

[REDACTED]
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(5) [REDACTED]. The share numbers assume Alibaba does not excise its anti-dilution right to subscribe for
additional Shares in our [REDACTED].

Save as disclosed in this document, our Directors are not aware of any person who will,
immediately following the completion of the H Share [REDACTED] and the A Share
[REDACTED] (and the [REDACTED] of any additional Shares pursuant to the
[REDACTED]), have an interest or short position in the Shares or underlying shares of our
Company which would be required to be disclosed to our Company and the Stock
Exchange under Divisions 2 and 3 of Part XV of the SFO or will, directly or indirectly, be
interested in 10% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at any general meeting of our Company.
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Our Controlling Shareholders
Hangzhou Junhan, Hangzhou Junao and Hangzhou Yunbo

As of the Latest Practicable Date, Hangzhou Junhan and Hangzhou Junao held
approximately 29.86% and 20.66% (together approximately 50.52%) of our total issued
Shares, respectively. Both Hangzhou Junhan and Hangzhou Junao are limited partnerships
established in China, with Hangzhou Yunbo being their executive partner and general
partner that has the power to manage their businesses, including the power to vote in
respect of the Shares held by Hangzhou Junhan and Hangzhou Junao.

We are incorporated in the PRC and pursuant to PRC laws and regulations, Hangzhou
Junhan and Hangzhou Junao, which together are our largest shareholders, are considered
our controlling shareholders.

Mr. Jack Ma and other shareholders of Hangzhou Yunbo

Mr. Jack Ma held a 34% equity interest in Hangzhou Yunbo and each of Mr. Eric Jing, Mr.
Simon Hu and Ms. Fang Jiang held a 22% equity interest in Hangzhou Yunbo. Pursuant to
the articles of association of Hangzhou Yunbo and a concert party agreement entered into
among Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu and Ms. Fang Jiang on August 21, 2020,
all matters relating to our Company including the exercise of the voting power in respect of
the Shares held by Hangzhou Junhan and Hangzhou Junao, the nomination of directors and
supervisors to our Company by them and the increase or decrease of their interests in our
Company shall be decided by the general meetings of Hangzhou Yunbo, with a majority of
more than two-thirds of the votes by the shareholders. As such, Mr. Jack Ma has veto right
over al such matters, and if any resolution relating to any such matter proposed at a
general meeting of Hangzhou Yunbo is not carried, the other shareholders of Hangzhou
Yunbo shall cast their votes in accordance with the decision of Mr. Jack Ma and pass and
sign the relevant resolution. Therefore, Mr. Jack Ma can, through his control over
resolutions passed at the general meetings of Hangzhou Yunbo which relate to the exercise
of right by Hangzhou Junhan and Hangzhou Junao as Shareholders, effectively exercise
control over the Shares held by Hangzhou Junhan and Hangzhou Junao and accordingly,
has ultimate control over our Company. However, although Mr. Jack Ma has control over
the Shares held by Hangzhou Junhan and Hangzhou Junao, Mr. Jack Ma’s indirect
economic interests in our Company is limited to his interests as a limited partner of
Hangzhou Junhan and not the interests in all the Shares held by Hangzhou Junhan and
Hangzhou Junao.

No changes were made to our Board and our core management team as a result of the
transfer of Hangzhou Yunbo's equity interest by Mr. Jack Ma and it has not caused material
changes in the management of our daily operations. In addition, the concert party
agreement imposes certain restrictions on the disposal of equity interest in Hangzhou Yunbo
held by its shareholders.

Alibaba

As of the Latest Practicable Date, Alibaba, through its subsidiaries Hangzhou Alibaba and
Taobao Holding Limited, owned 33% equity interest in our Company, assuming the
redemption and subscription arrangement described in “History and Development-
Redemption and Subscription by Ant International securities holders’ had been completed
as of the Latest Practicable Date such that the Ant International Class C shares held by
Taobao Holding Limited, are redeemed and the same number of H Shares are issued.
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Strictly in accordance with the definition under the Hong Kong Listing Rules only, each of
Alibaba and Hangzhou Alibaba is considered to be a Controlling Shareholder of our
Company, despite we are not controlled by them. This is because the term “controlling
shareholder” is defined under the Hong Kong Listing Rules to include any person who is
entitled to exercise or control the exercise of 30% or more of the voting power at general
meetings of a listed company.

Each of Mr. Jack Ma, Mr. Eric Jing, Mr. Simon Hu, Ms. Fang Jiang, Hangzhou Yunbo,
Hangzhou Junhan and Hangzhou Junao is also considered as our Controlling Shareholder in
accordance with the definition under the Hong Kong Listing Rules.

However, only Hangzhou Junhan and Hangzhou Junao (which together held approximately
50.52% of our total issued Shares as of the Latest Practicable Date), but not Alibaba, are
considered to be our controlling shareholders pursuant to relevant PRC laws and
regulations.

Pursuant to the SAPA and related documents, Alibaba has an anti-dilution right to subscribe
for additional Shares in our [REDACTED] so that it may hold an equity interest not
exceeding 33% in our Company upon completion of the H Share [REDACTED] and the A
Share [REDACTED)].

Relationship with Hangzhou Junhan and Hangzhou Junao

Both Hangzhou Junhan and Hangzhou Junao are investment holding limited liability
partnerships with no substantive business operations. As such, there will not be any
competition between us and Hangzhou Junhan or Hangzhou Junao. Also, a portion of our
Shares held by Hangzhou Junhan is reserved for the purpose of supporting our Share
Economic Rights Plan, which is a form of equity-based incentive to our senior management
and employees. As such, we believe the interests of ours and Hangzhou Junhan’s are highly
aligned.

The direct and indirect limited partners of Hangzhou Junhan and Hangzhou Junao are
certain existing and former senior management and employees of our Group and Alibaba.
These direct or indirect limited partners of Hangzhou Junhan and Hangzhou Junao have no
voting power over the Shares held by Hangzhou Junhan or Hangzhou Junao.

Relationship with Alibaba

Alipay China, one of our major operating subsidiaries, was established in 2004 by Alibaba
to provide digital payment services to consumers and merchants on Alibaba’s platforms. In
2011 our predecessors company was spun off from Alibaba. This origin and continued
affiliation with Alibaba is a source of strength as well as purpose. We began our business
from digital payment, and we have expanded our business to provide a comprehensive
range of digital finance technology services, including CreditTech, InvestmentTech and
InsureTech, that create value for customers transacting on Alibaba’s platforms and beyond.

Together with Alibaba, we have created a larger ecosystem that covers and serves a
substantial majority of Internet users and a massive number of merchants in China and
provide a platform for consumers, businesses and partners to access the full range of
solutions and resources offered by Alibaba and us.

Alibaba has contributed to and participated in our success long before it received a 33%

equity interest in our Company in September 2019 through Hangzhou Alibaba, a wholly-
owned subsidiary of Alibaba. Our long-term, stable and highly synergistic relationship is
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built upon and maintained by an established framework of transaction arrangements
covering various business areas which have grown over the years since 2011. The
agreements governing these transaction arrangements were designed to provide certainty
and stability of the business arrangements as well as ensuring fair, reasonable and mutually
beneficial dealings between the two groups.

Alibaba’s Shareholding in Our Company

In September 2019, pursuant to the SAPA, we issued certain number of Shares to Hangzhou
Alibaba Network Technology Co., Ltd (bt F B 2 B4 4EFH A BR 2 7]), a wholly-owned
subsidiary of Alibaba. Our subsidiary, Ant International, also issued certain number of Ant
International Class C shares to Taobao Holding Limited, a wholly-owned subsidiary of
Alibaba. As of the Latest Practicable Date, assuming the redemption and subscription
arrangement described in “History and Development” had been completed as of the Latest
Practicable Date, Alibaba's interest in our Company through its wholly-owned subsidiaries
would be 33%.

Given Alibaba's shareholding in us, we believe the interests of ours and Alibaba's are
highly aligned as Alibaba is able to share in our long term growth and success. Such close
alignment of interests also underpin a fair dealing in negotiating our various commercial
arrangements with Alibaba.

Overall Business Cooperation

Our partnership with Alibaba is highly synergistic. We provide digital payment and
merchant services and operate a digital finance technology platform. Alibaba is the largest
retail commerce business in the world with an extensive ecosystem. We, together with
Alibaba, are building the digital infrastructure for commerce and services. We believe that
our synergistic relationship allows us to best serve the diversified needs of consumers and
businesses. The growth in retail commerce depends upon high quality financial services,
including digital payment services, whereas growth in digital finance services is driven by
the expansion of use cases and consumption on e-commerce platforms.

Our digital payment business began with serving consumers and merchants on Alibaba’'s
platforms, and we have since expanded our use cases and customer base beyond Alibaba's
platforms. Our Alipay app currently serves more than one billion users in China and we
have developed relationships with over 80 million online and offline businesses across
different verticals. A vibrant ecosystem has developed around Alibaba’'s platforms and
businesses that consists of consumers, merchants, brands, retailers, third-party service
providers, strategic alliance partners and other businesses. As we and Alibaba have each
grown our platforms covering a substantial magjority of Internet users and a massive number
of businesses in China, it is natural that there is overlap between our customer bases. We
and Alibaba each have distinct expertise and capabilities — both of us generate extensive
customer insights through our different yet complementary commercial activities, allowing
us to address the different needs of consumers and businesses. As such, we are able to
maintain direct access to a diverse customer base.

The wide range of e-commerce transactions and other commercial activities on the
Alibaba’s platforms present a rich commercial environment for us to provide payment and
connect other services. Our digital payment services provide the payment infrastructure for
Alibaba’s platforms. Our digital finance technology services also facilitate the growth of
Alibaba’'s retail commerce platforms. For example, our CreditTech services help finance
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consumption on Alibaba's retail commerce platforms and provides credit to merchants to
help them expand their business, while our InsureTech services originate various scenario-
based insurance products that help improve the user experience on Alibaba's retail
commerce platforms.

Furthermore, our digital daily life services strategy also brings opportunities for Alibaba's
consumer services business. For example, for the twelve months ended March 31, 2020,
more than 40% of new transacting users on Ele.me were from our Alipay app.

The extensive range of services that we and the Alibaba ecosystem provide — in payment,
commerce, logistics, local services, merchant services, digital entertainment, offline stores,
map navigation, among others — collectively generate a wealth of high-quality,
differentiated and commercially relevant insights into consumers and businesses that use
our platforms.

Although we and Alibaba have distinct expertise and capabilities in serving different needs
of a naturally-overlapping base of consumers and businesses, we share the same vision and
value to serve our customers. The synergistic relationship between us and Alibaba has been
designed with longevity in mind as evidenced in the long duration of a series of
commercial and cooperation agreements that cemented this long term synergistic
relationship. See “ Transactional Arrangements with Alibaba’ and “ Connected Transactions”
for further details about these arrangements.

Competing Interests

Each of the Controlling Shareholders and the Directors confirms that he/she/it does not
have any interest in a business which competes or is likely to compete in any substantial
respect, directly or indirectly, with our business, which would require disclosure under Rule
8.10 of the Hong Kong Listing Rules.

Furthermore, under the SAPA, subject to certain limitations and unless both we and Alibaba
agree, Alibaba is restricted from engaging in specified business activities within our scope
of business, and we are restricted from engaging in business activities within the scope of
business of Alibaba or logical extensions thereof. Each party may, however, make passive
investments in competing businesses below specified thresholds, in some cases after
offering the investment opportunity to the other party.

In connection with the A Share [REDACTED], each of Mr. Jack Ma, Hangzhou Junhan and
Hangzhou Junao has undertaken that, for so long as he/it remains the ultimate controller or
controlling shareholders of our Company, as defined under relevant PRC laws and
regulations:

. he/it and any enterprises controlled by him/it, apart from the business of our
Group, will not engage in any business which competes or is likely to compete,
directly or indirectly, with our main business; and

. if he/it encounters any investment or commercial opportunity in business which
competes or is likely to compete, directly or indirectly, with our main business,
he/it shall promptly notify us and first offer such investment or commercial
opportunity to us on fair and reasonable terms, subject to compliance with
applicable laws and regulations.
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Independence from the Controlling Shareholders

Having considered the following factors, our Directors are satisfied that we are capable of
carrying on our business independently from the Controlling Shareholders after our H Share
[REDACTED].

Management Independence

Our Board comprises nine Directors, including three executive Directors, three non-
executive Directors and three independent non-executive Directors. Our Executive
Chairman Mr. Eric Jing, our Chief Executive Officer, Mr. Simon Hu, and our non-executive
Directors, namely Mr. Joe Tsai, Mr. Li Cheng and Ms. Fang Jiang also hold offices as
directors and/or senior management with Alibaba. Mr. Eric Jing is a director of Alibaba,
Mr. Simon Hu is the chairman of Local Services Holding Limited, a subsidiary of Alibaba,
Mr. Joe Tsai is the executive vice chairman of Alibaba, Ms. Fang Jiang is the deputy chief
people officer of Alibaba and Mr. Li Cheng is the chief technology officer of Alibaba.
Other than as disclosed above, there is no overlapping director or senior management
between us and Alibaba. Our non-executive directors are not involved in the day-to-day
management and operations of our businesses and their primary roles are to provide
professional advice and guidance to our Company.

The three executive Directors and the members of our senior management and other key
management are responsible for the day-to-day management and operations of our business.
They are able to devote substantially all of their time to our management and operation. All
of our independent non-executive Directors are professionals having extensive experience in
their respective fields of expertise. They have been appointed to ensure that the decisions
of our Board are made only after due consideration of independent and impartial opinions.
None of our independent non-executive Directors are directors of Alibaba or otherwise
connected with Alibaba in any manner that may affect their independent judgment or
independence. See “Directors, Supervisors and Senior Management — Independent Non-
executive Directors” for details of experience of our independent non-executive Directors.

Each of the Directors and each member of the senior management is aware of his/her
fiduciary duties as a Director and/or senior management of our Company which require,
among other things, that he/she acts for the benefit and in the best interests of our
Company and avoids any conflict between his duties as a Director and/or senior
management and his personal interest. In the event that there is any potential conflict of
interest, the interested Director(s) will abstain from voting at the relevant Board meetings
of the Company in respect of such matter and shall not be counted towards the quorum.

We have our own management team and separate functional departments including
accounting, administration, legal, risk management and human resources and board
secretarial departments. Although we share certain administrative and back office support
services with Alibaba, all essential administration and daily operations of our Company are
carried out by a team of staff employed by our Company. Save as disclosed above, none of
our executive Directors or senior management member holds any office in or is employed
by Alibaba.

We have established internal control mechanisms to identify connected transactions. Any
connected transactions between our Group and Alibaba will be and are identified in
advance and any interested Director must abstain from voting on the relevant resolutions
approving such connected transactions. Furthermore, we will engage a third-party
professional advisor to advise our Company and the Board in respect of such connected
transactions when necessary.
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We have appointed Citigroup Global Markets Asia Limited as our compliance advisor to
provide advice and guidance to us in respect of compliance with Hong Kong applicable
laws and regulations, as well as the Hong Kong Listing Rules, including various
requirements relating to corporate governance.

Based on the above, we consider that our Board, our senior management and other key
management are capable of operating our businesses and managing all actual or potential
conflicts of interest independently of Alibaba and are capable of properly discharging their
duties and acting in the best interests of our Shareholders as a whole. We are also satisfied
that sufficient corporate governance measures have been put in place to manage conflicts of
interests that may arise between us and Alibaba, and to protect our Shareholders’ interests
after [REDACTED].

Operational Independence

We hold all relevant licenses and qualifications required by relevant laws and regulations
and own all relevant research and development facilities necessary to carry on our business.
Our Group owns (or is otherwise licensed to use) all relevant intellectual properties
necessary for our business operations. We have sufficient capital, facilities and employees
to operate our business independently from Alibaba. We have established our own business
development, sales and marketing, finance, technology, legal and other administrative
functions which operate independently from Alibaba.

We have a synergistic and mutually beneficial relationship with Alibaba as detailed in “—
Relationship with Alibaba” and have entered into comprehensive transactional arrangements
with Alibaba as detailed in “— Transactional Arrangements with Alibaba.” We believe that
we are able to operate independently of Alibaba on the basis that (i) we have the capability
to serve our customers, primarily the provision of digital payment and digital finance
technology services, independently of Alibaba, (ii) we have diverse revenues sources from
digital payment and merchant services and digital finance technology services, and
revenues directly generated from Alibaba contributed less than 10% of our total revenues
throughout the Track Record Period; (iii) we have access to our customers independent of
and beyond Alibaba’'s platforms as evidenced by over one billion users of our Alipay app,
and our relationship with online and offline merchants across different verticals, beyond
retail commerce; and (iv) we have established a strong brand and reputation independent of
and distinct from Alibaba and developed a portfolio of proprietary trademarks.

Financial 1ndependence

We have an independent financial system and make financial decisions according to our
own business needs. We have an independent internal control and accounting system. We
also have an independent finance department responsible for discharging the treasury
function. Our business has been primarily funded by our operating cash flow and the
proceeds from various rounds of debt and equity financings. We are capable of obtaining
financing from third parties without reliance on any of the Controlling Shareholders. Our
outstanding interest-bearing bank borrowings balances amounted to RMB29,611 million and
we had an unutilized syndicated credit facility of approximately US$5.5 billion as of June
30, 2020. In addition, there were no loans, guarantees, or other forms of financial
assistance provided by, or granted to, any of the Controlling Shareholders outstanding as of
the Latest Practicable Date. Based on the above, our Directors believe that we do not have
any financial dependence on our Controlling Shareholders.
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Transactional Arrangements with Alibaba

We have entered into a number of transactions with Alibaba and its subsidiaries which
constitute the framework of our business cooperation. In particular, we have entered into (i)
the Payment Services Commercial Agreement and various other payment services
agreements for the provision of payment processing and escrow services for Alibaba and its
various subsidiaries and associates (“Payment Services Transactions”); (ii) agreements
relating to mutual provision of marketplace software technology services (“Marketplace
Technology Services Transactions’); (iii) a framework agreement for the provision of cloud
computing services by Alibaba to us (“Cloud Services Transactions”); (iv) agreements
relating to our use of certain trademarks owned by Alibaba and mutual licensing to use
each other’s trademarks, patents, software and technologies (“IP Licensing”); and (v) a data
sharing agreement that provides a stringent data privacy governance framework regulating
the access to data shared on a common platform in compliance with applicable laws and
regulations (“Data Sharing Arrangement”).

Payment Services Transactions

Alibaba operates the largest retail commerce business worldwide and generates tremendous
and stable demands for our digital payment services. Historically, Alibaba has been our
single largest customer due to its leading market position and wide customer base, and the
aggregate revenues in connection with the Payment Services Transactions amounted to
RMB5,630 million, RMB7,566 million, RMB9,236 million and RMB4,044 million,
respectively, in 2017, 2018, 2019 and the six months ended June 30, 2020, representing
approximately 9%, 9%, 8% and 6% of our total revenues for the respective periods.

We are of the view that the Payment Services Transactions do not affect our operational
independence on the grounds that:

(i) The cooperation is mutually beneficial and complementary as explained in “—
Relationship with Alibaba — Overall Business Cooperation.”

(i) Our revenues directly generated from Alibaba from the Payment Services
Transactions contributed less than 10% of our total revenues throughout the
Track Record Period.

(iii) Given we are the market leader in both digital payment service and digital
finance technology services in China, it is inevitable that consumers and
merchants that conduct transactions on Alibaba’'s platforms primarily use our
digital payment and other services. Many of these consumers and merchants are
also our customers as our Alipay app currently serves more than one billion users
and 80 million businesses in China. Hence, we consider the revenues derived
from the transactions that these consumers and merchants carried out on
Alibaba’s platforms to be revenues independently derived by us.

(iv) We have diverse revenues sources for our digital payment services including
through over 80 million online and offline businesses in and outside of China.
Our revenues generated from merchants and customers independent of Alibaba
and its platforms contributed the majority of our digital payment services
revenues during the Track Record Period.

— 263 -



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

RELATIONSHIP WITH CONTROLLING SHAREHOLDERS

Marketplace Technology Services Transactions

Under the Marketplace Technology Services Transactions we provide marketplace software
technology services to Alibaba on our platform (including, without limitation, promotion
and technology services for Alibaba's products and services on our platform) and Alibaba
provides us with marketplace software technology services, including use cases related
services offered on its marketplaces and apps. The cooperation under the Marketplace
Technology Services Transactions is a natural extension of our collaboration with Alibaba
in other areas. We generate incremental revenues and cash flows through the services
provided to Alibaba or its associates and grow our market share and gain market insights
through making our technology services available on Alibaba’s platforms. In 2017, 2018
and 2019 and the six months ended June 30, 2020, the aggregate revenues under the
Marketplace Technology Services Transactions were approximately RMB115 million,
RMB75 million, RMB406 million and RMB360 million, respectively, and expense under
the Marketplace Technology Services Transactions were approximately RMB754 million,
RMB1,258 million, RMB2,054 million and RMB1,051 million, respectively.

We are of the view that the Marketplace Technology Services Transactions do not affect our
operational independence on the ground that (i) the cooperation is mutually beneficial as
explained in “— Relationship with Alibaba — Overall Business Cooperation” and (ii) we
have access to our customers independent of and beyond Alibaba’s platforms as evidenced
by our Alipay app’s AAUs of over one billion, and our relationship with online and offline
merchants across different verticals.

Cloud Services Transactions

Under the Cloud Services Transactions, Alibaba Cloud Computing and Alibaba Cloud
Singapore agreed to provide cloud computing services, certain cloud related products and
services such as cloud software and hardware, Internet data center server services and
message channeling services to us. We consider Alibaba to be our best available option for
cloud computing services because (i) Alibaba is China's largest provider of public cloud
services, including laaS and PaaS and the world’s third largest and Asia Pacific’'s largest
laaS provider; and (ii) these arrangements facilitate the business and technology
cooperation between us. In 2017, 2018 and 2019 and the six months ended June 30, 2020,
the aggregate expense we incurred under the Cloud Services Transactions were
approximately RMB346 million, RMB481 million, RMB1,330 million and RMB1,010
million, respectively.

We are of the view that the Cloud Services Transactions do not affect our operational
independence on the ground that despite Alibaba being China’'s largest provider of public
cloud services, there are alternative cloud computing services providers in the market.
However, in light of the leading position of Alibaba and taking into account the wide
spectrum and the volume of cloud services required for our operation, and the fact that the
use of cloud computing services from Alibaba facilitated the business and technology
cooperation between us, it is in our best interests to source cloud computing services from
one single integrated service provider, namely Alibaba, in order to maintain compatibility
and consistency of our various IT applications and optimize cost effectiveness.

IP Licensing
Pursuant to the IP Licensing arrangements, each of Alibaba and us licenses to each other
certain trademarks, patents, software and other technologies owned by the other party,

which helps ensure our respective long term and stable business operations and benefits our
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cooperation in technological innovation. In addition, Alibaba granted us a license to
continue to use certain trademarks and domain names which we use in connection with our
payment services business and the micro financing business transferred to us by Alibaba.
Neither we nor Alibaba is required to make monetary payment in connection with the IP
Licensing.

We are of the view that the IP Licensing does not affect our operational independence on
the ground that (i) we have established strong brand and reputation independent of Alibaba
and developed a portfolio of proprietary trademarks, and we believe that we will be able to
leverage our existing trademarks or develop new trademarks that are distinct from the ones
licensed from Alibaba; and (ii) part of the IP Licensing arrangement is mutual.

Data Sharing Arrangement

The data sharing agreement provides for a governance framework, under which we and
Alibaba can share certain data that are collected or generated as a result of the use by users
of our respective products or services subject to applicable laws, regulations, industry
standards and contractual requirements. We believe that long term and stable data sharing
between us and Alibaba enables us to have significant customer insights to better serve our
consumers, merchants and partners, and expand our service offerings. We share the
operational costs of the data sharing arrangement incurred by Alibaba in proportion to the
amount of data used by us, and the historical amounts of expenses incurred by us were
minimal.

We are of the view that the existence of the data sharing agreement does not affect our
operational independence. With our leading position in digital payment and digital finance,
we have accumulated and continue to accumulate highly valuable customer insights from
our business operations, which allows us to provide highly relevant products and services
to address customer needs.

We have designed and adopted comprehensive internal control and compliance standards
with respect to data protection and data privacy pursuant to relevant laws and regulations.
Please see “Business — Data Protection and Privacy” for further details.

Other Transactions

In addition to the transactions described above, we also have other transactional
arrangements with Alibaba, including the shared services arrangement by which we and
Alibaba share certain technology, administrative and supportive services, which we believe
help enhance operational efficiency.

See “Connected Transactions” for further details and the reasons for entering into the above
transactions.

Our Directors believe that under the transactions between our Company and Alibaba, the
roles of our Company and those of Alibaba are complementary and beneficial to each other.
Furthermore, given the transaction volume generated by and the broad customer base of
Alibaba’s various platforms, it is natural and in the best interests of us and our
Shareholders for us to cooperate with Alibaba. All the transactions are carried out in our
ordinary course of business and the terms of the transactions were negotiated on an arm’s
length basis and are fair and reasonable. Our Directors therefore do not believe that these
transactions will cause any business dependence or reliance issue between our Company
and Alibaba.
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The following discussion and analysis of our financial condition and results of
operations should be read in conjunction with our consolidated financial statements
and the related notes included in the Accountant’s Report in Appendix | to this
document and in particular, “Our Business.”

This discussion contains forward-looking statements that involve risks and
uncertainties. Our actual results and the timing of selected events could differ
materially from those anticipated in these forward-looking statements as a result of
various factors, including those set forth under “Risk Factors” and elsewhere in this
document.

We have prepared our consolidated financial statements in accordance with IFRS. Our
financial year ends on December 31 and for the purpose of this section, unless the
context otherwise requires, references to 2017, 2018 and 2019 refer to our financial
years ended December 31 of such years. Unless the context otherwise requires,
financial information described in this section is described on a consolidated basis.

Overview

Ant’s origins date to 2004 when Alipay was created in the nascent days of e-commerce to
solve the trust issue between buyers and sellers in online transactions. Our innovative
payment solution bridged the trust gap, facilitated online transactions and underpinned the
development of e-commerce in China. Having pioneered digital payments in China, we
have since expanded our service offerings through technology and innovation to enable
digital finance for consumers and businesses. Through our mobile app Alipay’s reach of
over one billion users and 80 million merchants, we provide the digital finance technology,
customer reach and risk management solutions to partner financial institutions, enabling
them to provide services in consumer credit, SMB credit, investments and insurance to the
users and businesses on our platform. Our services bring significant value to consumers and
small businesses whose financial needs are substantially underserved in China. We have
also established international payment connections to meet the needs of an increasingly
digitalized global economy.

We have a large and growing user base and the activities on our platform grew rapidly
during the Track Record Period as shown below:

The month ended

Dec 31, Dec 31, Dec 31, Jun 30,
2017 2018 2019 2020

(in millions)

Alipay app MAUS .................... 499 618 659 711
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In RMB billions
3,398
2,709
2027 I
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019
Notes:
(1)
3] udi
subsidiary.

(3)

Digital Payments - TPV

In RMB trillions

111

118

Dec 31, 2017

For the 12 months ended

Dec 31, 2018

Dec 31, 2019

Jun 30, 2020

InvestmentTech — Balance of AUM Enabled

through Our Platform®

4,099

|

Jun 30, 2020

CreditTech — Consumer and SMB Credit

Balance Enabled through Our Platform®
In RMB billions

2,154
2,014

647

As of
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019 Jun 30, 2020

InsureTech — Insurance Premiums and
Contributions Enabled through Our Platform®
In RMB billions

52
38
14
: l

For the 12 months ended
Dec 31, 2017 Dec 31, 2018 Dec 31, 2019 Jun 30, 2020

Including consumer and SMB credit balances of third-party partner financial institutions (including
MY bank) and our licensed financial services subsidiaries, as well as balance securitized.

Including AUM balances of third-party partner financial institutions and our licensed financial services

Including insurance premiums of third-party partner financial institutions and our licensed financial
services subsidiary and contributions of our mutual aid program.
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We have achieved significant scale and robust financial performance as detailed below:

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB
(in millions)
Revenues.................... 65,396 85,722 120,618 52,540 72,528
Operating profit .............. 13,182 4,502 24,071 4,273 24,903
Profit for the year/period . ... ... 8,205 2,156 18,072 1,892 21,923

Non-IFRS operating profit/(loss)

(unaudited)®. ... .o 21,129 (14,379) 32,088 7,119 27,612
Non-IFRS profit/(loss)

attributable to owners of the

parent (unaudited)® ... ... ... 14,119 (18,333) 24,160 3,980 23,912

Note:

(1) See “— Non-1FRS Measures. Non-1FRS Operating Profit and Non-IFRS Profit Attributable to Owners of
the Parent” for the definitions and reconciliation of these non-IFRS measures and the nearest |IFRS
performance measures.

Our Revenue Model

We generate revenues from digital payment and merchant services, digital finance
technology platform, including CreditTech, InvestmentTech and InsureTech, and innovation
initiatives and others.

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020

% of % of % of % of % of
RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues

(in millions, except for percentages)

Revenues
Digital payment and merchant
SBIVICES ..o 380 A% 44361  518% 51905  A30% 22994  437% 26011 35%
Digital finance technology platform ...~ 28993 443% 40616  474% 67784  562% 29201  55.7% 45972 634%
[nnovation initiatives and others. ... 54 0.8% 5 0.9% 90 0.8% 26 0.5% 54 0.8%
Totd o 65,396 1000% 85722 1000% 120618 1000% 52540 1000% 72528  100.0%

Digital Payment and Merchant Services

We provide digital payment services to consumers and merchants in China and
internationally for commercial transactions, financial transactions and personal transactions.
For commercial transactions, we provide seamless and cost-efficient services for merchants
to accept payments from consumers. We also provide services for financial transactions and
personal transactions such as money transfers and credit card repayments. In addition, we
provide digital merchant services, offering our merchants a wide range of services to
enhance their customer reach and user engagement.
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A substantial majority of our digital payment service revenues comes from transaction fees
we generate from merchants and transaction platforms based on a percentage of transaction
volume from commercial transactions in China and, to a lesser extent, from cross-border
transactions. To a significantly lesser extent, we generate revenues from personal
transactions. In addition, we have begun to generate revenues from merchant services, and
we expect revenues from merchant services to grow.

The growth of digital payment and merchant services revenues is primarily driven by the
growing number and breadth of transactions between more consumers, merchants and
partners in our ecosystem, which results in the growth of transaction volume and increased
usage of merchant services.

Digital Finance Technology Platform

We provide digital finance technology, customer reach and risk management solutions to
partner financial institutions, enabling them to effectively reach a wide customer base and
provide services in consumer and SMB credit, investments and insurance. We refer to these
services as CreditTech, InvestmentTech and InsureTech, respectively. Our partner financial
institutions include commercial banks, mutual fund managers, insurance companies, trust
companies, securities firms and other licensed financial institutions.

We generate revenues primarily from technology service fees, which are generally linked to
the balances and volumes of our partner financial institutions enabled through our platform
as detailed below:

. For CreditTech, we charge technology service fees primarily as a percentage of
the interest income generated by our partner financial institutions, which is
linked to the balance of consumer and SMB credit enabled through our platform.

. For InvestmentTech, we charge technology service fees primarily as a percentage
of AUM of our partner financial institutions enabled through our platform.

. For InsureTech, we charge technology service fees primarily as a percentage of
the insurance premiums of our partner financial institutions enabled through our
platform or, in the case of our mutual aid program, a percentage of the
contributions paid by the participants.

For the volume enabled for our partner financial institutions through our platform, we do
not bear financial product risks such as credit risk on consumer and SMB credit,
redemption risk on investment products or underwriting risk for insurance products.
Technology service fee rates typically vary by products offered by our partner financial
institutions. We also generate revenues from our licensed subsidiaries that engage in
consumer and SMB credit, asset management and insurance.

The following table sets forth a breakdown of our revenues from digital finance technology
platform for the periods indicated:

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020

% of % of % of % of % of
RMB  Revenuess RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues

(in RMB millions, except for percentages)

Digital finance technology platform
Tevenues

CreditTech. ..o 16187 248 22421  262% 4188 A% 1795  341% 28586  394%
InvestmentTech. ..., 10490  160% 13882 162% 1692 141% 7221 137% 11283 156%
InsureTeeh.........oiennnn 2315 3% 4313 50% 8941 T4% 415 7% 6104  84%
Totd oo 28993  443% 40616 474% 67784 562% 20201 S57% 459712 634%
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Innovation Initiatives and Others

Our revenues from innovation initiatives and others are primarily from various innovative
technology as well as other administrative and support services. We began to generate
revenues from AntChain in 2019.

Factors Affecting Our Results of Operations

In addition to general factors including economic and regulatory environment in China, our
results of operations are affected by the following specific factors:

Number and Engagement of Consumers and Businesses

Consumers and businesses are attracted to our platform by the convenience of payment
services and the breadth of digital finance and digital daily life services offered on our
platform. Alipay MAUs grew from 499 million in December 2017 to 711 million in June
2020. Revenues are driven by the number of consumers and businesses who use our
platform, the number of digital finance services each user adopts, and the volume per user
across the range of digital payment and digital finance services.

User engagement has increased as evidenced by the increasing variety of services adopted
and the number of transactions conducted on our platform. In particular, 729 million Alipay
app AAUSs accessed credit, investment or insurance products and mutual aid program for
the twelve months ended June 30, 2020. The digital finance activity volume of Alipay users
who had been with us in 2015 grew more than 10 times from 2015 to the twelve months
ended June 30, 2020. The depth of engagement of our users has also been increasing. The
growth of our business is also driven by the engagement and activities of our merchants.
We continue to enhance digital merchant services and digital finance services for merchants
to grow their engagement and to attract additional merchants to our platform.

Value Created with Financial Institutions and Other Partners

We collaborate with partner financial institutions which create value for consumers and
businesses on our platforms. Our broad reach gives our partner financial institutions the
ability to provide financial services to underserved consumers and businesses at scale. Our
deep domain expertise in financial services, risk management and technology empowers our
partner financial institutions to cost-effectively distribute innovative financial services in a
targeted manner. Our ability to continuously generate value with our partners helps us
maintain the vitality of our ecosystem and drives our growth and results of operations.

Development of Innovative Services Offerings

Our ability to continuously innovate has underpinned our ability to create differentiated
service offerings and enabled our growth to date. We leverage our unrivalled customer
insights, deep financial services expertise and |leading technology capabilities to identify
unmet needs of customers and partners and to develop and launch new businesses and
services that anticipate and adapt to evolving industry trends. These new businesses and
services in turn enhance our ability to attract, engage and serve consumers and empower
businesses and partners in our ecosystem. Continuous innovation allows us to achieve
leading market positions, enhanced user loyalty and growth.
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Operating Leverage of our Business Model

Our business model has significant operating leverage. We realize network effects across
consumers and businesses, the breadth of services, our partnership with financial
institutions and our large user base, including:

. Our broad suite of digital payment and digital finance services attract to our
Alipay platform a large number of consumers and businesses. As more consumers
and merchants engage with one another on our platform, the more consumers and
businesses come to our platform, driving more transactions. This network effect
also lowers the customer acquisition cost across our services.

. Digital finance services are provided by our partner financial institutions to
consumers and businesses through our platform. This partnership approach
enables us to minimize the risk exposure, capital requirements and costs
associated with financial services.

. Our large user base is important in attracting financial institutions to partner with
us, which in turn results in a broader range of service and product offerings on
our platform.

By sustaining the operating leverage of our business, we enhance our ability to address
customer needs, empower our partner financial institutions and continue to grow our
business.

Our Investment in Technologies, People and I nfrastructure

We have made, and will continue to make, significant investments in our platform and
ecosystem to better serve consumers, businesses and partners, enhance user experience, and
expand the capabilities and scope of our platform. Our success and business growth depend
upon our ability to continue to strengthen our data, technology and innovation leadership
and attract, retain and incentivize our talent base while maintaining our culture. Our
operating leverage allows us to invest in our people who are key to further developing
improvements in our technology capabilities and infrastructure that enhance customer
experience. In order to further enlarge our thriving ecosystem, strengthen our relationship
with partners, supplement our technology portfolio and expand internationally, we have
invested and intend to continue to invest in our platform, which may also include selected
strategic investments and acquisitions.

Expansion Internationally and Capturing Emerging Opportunities

The global economy is rapidly digitalizing and there is a pervasive need for financial
inclusion. Beyond our domestic business in China, we will continue to extend our
international payment capabilities to enable merchants and consumers to receive and make
payments and remit globally. We provide payment services for cross-border e-commerce,
travel and remittance needs, primarily for consumers and merchants based in China as well
as in international markets. We are focused on serving more consumers and merchants
globally with more comprehensive services, through collaborating with our partners to
develop more comprehensive services for consumers and merchants beyond China. In
addition, we are pursuing other emerging opportunities, including AntChain platform which
enables the digitalization of assets using blockchain technology.
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Impact of COVID-19 on Our Results of Operations

The substantial majority of our revenues are generated from digital payment and merchant
services and digital finance technology platform, which are affected by consumption and
business activities in China. Our cross-border payment services are exposed to cross-border
e-commerce and overseas travel by Chinese consumers. The responses and measures taken
in China and elsewhere by the governments and society as a whole in response to the
COVID-19 pandemic impacted our results of operations, including the following:

. Measures to contain the spread of COVID-19 such as lock-down and mandatory
or voluntary social distancing have led to lower levels of consumption and
business activities in the world, particularly offline consumption and travel.

. General concerns and uncertainty about the pandemic and the economy and the
reduction in income also weighed on consumption.

. While social distancing measures were implemented, consumers and businesses
sought additional digital services, which accelerated the digitalization of
transactions.

The foregoing factors affected our results of operations in the six months ended June 30,
2020 in the following ways:

. Lower levels of consumption negatively impacted the use of our digital payment
services, particularly for offline consumer and business activities, and negatively
affected the growth of the balance of consumer and SMB credit.

In digital payments, this negatively affected the growth of our TPV and revenues
from digital payment and merchant services in the six months ended June 30,
2020. In digital finance technology platform, this negatively affected the growth
of revenues from CreditTech in the six months ended June 30, 2020.

. A lower number of Chinese consumers traveling abroad negatively impacted the
use of our cross-border payment services, which in turn limited the growth of
our revenues from cross-border payment services in the six months ended June
30, 2020.

. As aresult of the foregoing, the transaction fees we incurred in absolute terms
increased at a slower pace from the six months ended June 30, 2019 to the six
months ended June 30, 2020, primarily due to lower rates of growth of TPV.
Also, the growth rate of our revenues outpaced those of transaction fees partially
due to a stronger growth in revenues from our digital finance technology
platform as compared with revenues from digital payment and merchant services.
This led to an increase in our gross margin during the period.

. In view of the impact of COVID-19, we decided to reduce promotion and
advertising campaign spending in the six months ended June 30, 2020, which
contributed to a decrease in our selling and marketing expenses compared to that
in the six months ended June 30, 2019.
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Notwithstanding the impact of COVID-19, we were able to continue to grow our business.
Our MAUSs increased from 659 million in December 2019 to 711 million in June 2020, and
our revenues increased by 38% from RMB52,540 million in the six months ended June 30,
2019 to RMB72,528 million in the six months ended June 30, 2020, and our gross margin
and operating margin increased from 46.4% and 8.1% in the six months ended June 30,
2019, respectively, to 58.6% and 34.3% in the six months ended June 30, 2020,
respectively.

Assuming consumption and business activities in China continue to normalize, we expect
that overall activities on our platform to increase, and we may increase our spending on
promotion and marketing campaign. As a result, we expect increases in our transaction fees
and selling and marketing expenses, which could in turn have a negative impact on our
gross and operating margins.

COVID-19 may continue to impact our business, financial condition and results of
operations, and we are unable to anticipate the extent of its impact. See “Risk Factors —
Risks Related to Our Business and Industry — Our business operations and financial
position may be materially and adversely affected by any economic slowdown in China as
well as globally,” “— an occurrence of widespread health epidemic or other outbreaks,
adverse weather conditions or natural disasters could have a material adverse effect on our
business, financial condition and results of operations” for further details.

Basis of Preparation

Our financial information during the Track Record Period has been prepared in accordance
with IFRS, which comprise all standards and interpretations approved by the International
Accounting Standards Board. All IFRS effective for the accounting period commencing
from January 1, 2020, together with the relevant transitional provisions, have been early
adopted by us in the preparation of our financial information throughout the Track Record
Period. Our financial information during the Track Record Period has been prepared under
the historical cost convention, except for certain financial instruments which have been
measured at fair value.
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Consolidated I ncome Statement

Year ended December 31, Six months ended June 30,
217 2018 2019 2019 2020

% of % of % of % of % of
RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues

(in millions, except for percentages)

RVENUES ...+ oo, 65306 1000% 8572 1000% 120618 1000% 5250 1000% 72528 100.0%
Cost of SBIVICES. ................ (B76) (3630 (0909 (77%) (0515 (502 (281%) (6% (004) (4L4%)
GOsS IOfit.... o oroe, ME0 BT M813 523 60103 498% 24404 6% 484 56

Selling and markefing expenses....  (15325)  (234%) (47.345)  (55.2%) (18,00)  (15.0%) (10426) (198%)  (6,066)  (8.4%)
Generl and administrative

EXPENSES. .. (8293 (127%)  (5017)  (59%) (9979  (83%)  (413%) (%)  (3679)  (5.1%)
Research and development

EXPENSES. . (4789  (7.3%) (6903  (81%) (10605  (88%) (4659  (89%) (57200  (7.9%)
Gains on disposal of financial

investments measured at

amortized cost . ....oiin - - - - 156 0.1% - - - -
Credit impairment losses ... 0% (29) - @7 (02%) (123 (0.2%) (45 (0.1%)
Other income and gains, net ... (17) - 19623 2% 4499 3.1% 3 L% (1545 (21%)
Other expenses ................. (12 (03%) (638  (0.7%)  (L7e6)  (L5%)  (1529)  (2%%) (5%  (0.T%)
Operating profit. ................ 13182 202 4502 53% 24071 00% 4213 81% 24903  343%
Finance income, net ............. (140 (0.2%) 138 0.2% 91 0.1% (10) - 544 0.7%

Share of profits and losses of
associates and joint ventures, net.  (2094)  (32%)  (L526)  (18%) (3110)  (26%) (L245)  (24%)  (L027)  (L4%)

Profit before tax ................ 10948 167 314 36% 21052  175% 3007 5% 24419 R.7%
Income tax expense ............. (2743 (42%)  (%8)  (L1%) (2980)  (25%) (1125 (21%)  (24%)  (34%)
Profit for the year/period ......... 8205  125% - 2156 25% 18012 B5.0% 1892 3% 20928 30.2%
Attributable to:
Owners of the parent ............ 6951  10.6% 667 08% 1697  141% 1361 26% 21234 293%
Non-controlling interests ......... 1,253 19% 1489 L% 115 0.9% X1 1.0% 689 0.9%
Non-/FRS operating profit/(loss)

(unaudited)® ... 2129 2% (143719 (168%) 32088  266% 7019 135 27612 381%
Non-/FRS profit/(loss) attributable

to owners of the parent

(unaudited® ................ 14119 216% (18333) (214%) 24160  200% 390  76% 23912 330%
Notes:

(1) Non-IFRS operating profit/(loss) represents operating profit before (i) Royalty and Service Payment (as
defined in “— Description of Major Components of Our Results of Operations — General and
Administrative Expenses’), (ii) Equity settled share-based compensation, (iii) Gain on disposal or deemed
disposal of subsidiaries, associates and joint ventures, (iv) Impairment of investments in associates and
joint ventures. The use of Non-1FRS operating profit has limitations as an analytical tool, and you should
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not consider it in isolation from, or as a substitute for analysis of, our results of operations or financial
condition as reported under IFRS. See “— Non-IFRS Measures: Non-IFRS Operating Profit and Non-1FRS
Profit Attributable to Owners of the Parent” for details.

(2)  Non-1FRS profit/(loss) attributable to owners of the parent represents profit for the year/period before (i)
Royalty and Service Payment (as defined in “— Description of Major Components of Our Results of
Operations — General and Administrative Expenses”), (ii) Equity settled share-based compensation, (iii)
Gain on disposal or deemed disposal of subsidiaries, associates and joint ventures and (iv) Impairment of
associates and joint ventures as well as adjustment for tax effects and non-controlling interest effects on
these items. Non-1FRS profit attributable to owners of the parent is not a measure required by, or
presented in accordance with IFRS. The use of Non-1FRS profit attributable to owners of the parent has
limitations as an analytical tool, and you should not consider it in isolation from, or as a substitute for
analysis of, our results of operations or financial condition as reported under IFRS. See “— Non-IFRS
Measures: Non-IFRS Operating Profit and Non-1FRS Profit Attributable to Owners of the Parent” for
details.

Description of Major Components of Our Results of Operations
Revenues

The following table sets forth a breakdown of our revenues by services for the periods
indicated.

Year ended December 31, Six months ended June 30,
217 2018 2019 2019 2020

% of % of % of % of % of
RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues RMB  Revenues

(in millions, except for percentages)

Revenues
Digital payment and merchant
SBIVICES .. 380  549% 44361  5L8%  5L905  430% 2299  43T% 26011 3B%%
Digital finance technology
platform ... 8993 M6 40616 474% 67,784 562% 29291 55T% 459712 634%
CreditTech ... 16187 248% 2420 262% 41885 U 1795 Ul% 8586 304%
InvestmentTech ............. 10490  160% 13882  162% 16%2  MUL% 721 137% 11283 156%
InsureTech ................ 2315 35% 4313 50%  8MT T4 415 7% 6104 84%
Innovation initiatives and others . 54 08% 5 0% 930 08% 26 05% 54 08%
Totd 6539 1000% 8572  100.0% 120618 1000% 52540  1000% 72528  100.0%

During the Track Record Period, we generated substantially all of our revenues from digital
payment and merchant services and the digital finance technology platform. Substantially
all of our revenues are attributable to our businesses in China. See “— Our Revenue
Model” for additional information regarding our revenues.
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Cost of Services

The following table sets forth a breakdown of our costs of services for the periods
indicated.

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Cost of services

Transaction fees . .................... 19,356 33,243 46,710 21,841 22,691
Servicefees. ... 1,419 3,838 8,329 3,751 4,452
Operation CostS. . ......oovveivn 1,952 2,489 3,195 1,450 1,640
Payroll and welfare benefits ........... 367 473 916 467 471
Share-based compensation............. 235 214 361 157 148
Depreciation and amortization. ......... 386 599 977 457 625
Others ... 1 53 28 14 17
Total ... 23,726 40,909 60,515 28,136 30,044
Percentage of revenues ............... 36.3% 47.7% 50.2% 53.6% 41.4%

Our cost of services mainly include transaction fees, service fees, and operation costs that
are shared across our services covering users, merchants and partners, and are primarily
driven by transaction volume. Transaction fees primarily include fees paid to financial
institutions for funds drawn to facilitate transactions on the Alipay platform, which are
shared by digital payment and merchant services and digital finance technology platform.
Service fees include costs paid to independent service vendors and other partner service
providers to facilitate and support a variety of transactions. Operation costs mainly include
bandwidth and customer service costs.

Alipay app users may use many different services including digital payment services and
digital finance services, which share these costs. Therefore, our costs of services are not
allocable to specific services as these costs are incurred and shared across all transaction

types.
Selling and Marketing Expenses

The following table sets forth a breakdown of our selling and marketing expenses for the
periods indicated.

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Selling and marketing expenses

Promotion and advertising expenses. . . . . 13,937 45,694 16,166 9,602 4,867
Payroll and welfare benefits ........... 701 872 903 394 609
Share-based compensation............. 584 617 625 262 389
Others ... 103 163 357 168 201
Total ... 15,325 47,345 18,050 10,426 6,066
Percentage of revenues ............... 23.4% 55.2% 15.0% 19.8% 8.4%
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Our selling and marketing expenses are primarily comprised of promotion and advertising
expenses, payroll and welfare benefits and share-based compensation for our sales and
marketing personnel and others. Our promotion activities to drive user acquisition and
engagement include coupons, rewards and other benefits and incentives.

General and Administrative Expenses

The following table sets forth a breakdown of our general and administrative expenses for
the periods indicated.

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

General and administrative expenses

Payroll and welfare benefits ........... 1,250 1,583 2,118 931 1,156
Depreciation and amortization. . ........ 317 464 916 375 586
Share-based compensation............. 592 914 937 468 541
Tax surcharge expenses . .............. 377 435 632 218 431
Professional fees..................... 360 459 675 382 393
Royalty and Service Payment .......... 4,812 251 3,481 1,273 -
Software System Use and Service
Payment.......................... 89 89 89 45 45
Others ... 495 821 1,132 442 527
Total oo 8,293 5,017 9,979 4,135 3,679
Percentage of revenues ............... 12.7% 5.9% 8.3% 7.9% 5.1%

Our general and administrative expenses consist of payroll and welfare benefits,
depreciation and amortization, share-based compensation, tax surcharge expenses,
professional fees, the royalties and software technology services fees paid to Alibaba (the
“Royalty and Service Payment”) under an intellectual property license and software
technology services agreement signed in 2011 and amended and restated in 2014 (the “2014
IPLA"), certain fees paid to Alibaba under an SME loan software system use and service
agreement signed in August 2014 (the “ Software System Use and Service Payment”), and
others. Starting in September 2019, upon the issuance of our Shares to Alibaba and our
acquisition of certain IP from Alibaba, our obligation to make the Royalty and Service
Payment ceased. The Software System Use and Service Payment is fixed at approximately
RMB89.4 million per annum during the Track Record Period. Our obligation to make the
Software System Use and Service Payment will cease on December 31, 2021. See
“Connected Transactions — Fully-Exempt Continuing Connected Transactions — 5. SME
Loan Software System Use and Service Agreement” for further details.
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Research and Development Expenses

The following table sets forth a breakdown of our research and development expenses for
the periods indicated.

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Research and development expenses

Payroll and welfare benefits ........... 2,352 3,828 5,765 2,690 3,295
Share-hased compensation............. 1,7 2,171 3,213 1,275 1,619
Others ... 666 904 1,627 694 806
Total ..o 4,789 6,903 10,605 4,659 5,720
Percentage of revenues ............... 7.3% 8.1% 8.8% 8.9% 7.9%

Our research and development expenses are primarily comprised of payroll and welfare
benefits and share-based compensation for our research and development personnel, and
other expenses, which include depreciation and amortization, travel and other research and
development expenses. We expense all of our research and development costs as they are
incurred.

Other Income and Gains, Net

The following table sets forth a breakdown of the major components of our other income
and gains, net, for the periods indicated:

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Other income and gains, net
Fair value changes on:
Financial assets at fair value through

profitor loss.................... (950) (5,722) 1,074 (760) (2,913)
Financial liabilities at fair value

through profitorloss............. - (21) (126) (72) (3
Derivative financial instruments ... ... (133) 154 165 923 (112)

Investment income from financial

investments measured at amortized

COSE ..o 61 255 858 339 778
[nvestment income from financial

investments at fair value through profit

OF10SS .\ v e 345 1,380 796 453 357
Additional deduction of value-added tax . - - 306 18 165
Government grants. . ................. 730 780 901 192 102
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Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Gains on disposal of subsidiaries,

associates and joint ventures . ... .. ... 1 75 503 503 13
Foreign exchange (losses)/ gains ... ... (40) 21 (46) (62) 5
Gains on disposal of items of property,

plant and equipment . ............... 1 13 21 9 3

Remeasurement from losing significant
influence in an associate or joint

control in ajoint venture............ - 22,368 - - -
(Losses)/gains arising from derivative
financial instruments ............... (88) (236) (18) 4 9)
Others ... 47 55 67 17 71
Total ... (17 19,623 4,499 733 (1,545)
Percentage of revenues ............... - 22.9% 3.7% 1.4% (2.1%)

We recorded various gains or losses, including gains or losses on fair value changes that
are mainly related to our strategic investments and loan receivables representing the
outstanding balances of consumer credit enabled through our platform and retained by our
licensed subsidiaries. See “— Strategic Investments and Acquisitions” “— Discussion of
Certain Key Balance Sheet Items” for further details. Government grants primarily relate to
grants by central and local governments in connection with our contributions to technology
development. We also recorded a gain from remeasurement from losing significant
influence in an associate or joint control in a joint venture of RMB22,868 million in 2018.
See “— Period-to-Period Comparison of Results of Operations — Year Ended December
31, 2019 Compared to Year Ended December 31, 2018 — Other income and gains, net” for
further details.

Share of Profits and Losses of Associates and Joint Ventures, Net

We have made investments in associates and joint ventures that are accounted for using the
equity method. We make strategic investments in companies from time to time. Some of
these investee companies are at an early stage of their development and are therefore loss-
making. As a result, we share these losses in proportion to our equity interests in these
associates and joint ventures.

Finance Income, Net
Our finance income, net is primarily derived from interest income from bank deposits. Our

finance costs include interest on bank loans, lease liabilities and others, which are partially
offset by capitalized interest.
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Income Tax Expense

Our income tax expense is comprised primarily of current tax expense, mainly attributable
to our profitable subsidiaries in China, and deferred tax expense. We had income tax
expense of RMB2,743 million, RMB958 million, RMB2,980 million, RMB1,125 million
and RMB2,496 million in 2017, 2018 and 2019 and the six months ended June 30, 2019
and 2020, respectively, and our effective tax rate was 25%, 31%, 14%, 37% and 10% for
the respective periods. During the Track Record Period, certain of our subsidiaries are
subject to preferential income tax treatment of (i) 15% income tax rate for subsidiaries
recognized as high-tech enterprises, (ii) income tax exemption for the first two profit
making years and 50% reduction from the statutory rate for the following three years for
certain subsidiaries; (iii) 10% income tax rate for subsidiaries that meet the requirements of
key software enterprises; and (iv) 15% income tax rate for subsidiaries established in the
Western region of China from January 1, 2011 to December 31, 2020 and engaged in
encouraged industries. See Note 11 to the Accountant’s Report set forth in Appendix | to
this document for further details on the tax rates applicable to us and our subsidiaries and a
reconciliation of the tax expense applicable to profit before tax using the statutory EIT rate
of 25% to the tax expense at the effective tax rate.

Share-Based Compensation

Since March 2014, Hangzhou Junhan has granted certain share-based awards in the form of
share economic rights linked to the valuation of our Company to our employees. Ant
International, one of our subsidiaries, implemented the Pre-[REDACTED] Offshore ESOP
Plan in 2018 under which awards in the form of RSUs and share appreciation rights have
been granted. We believe share-based awards are vital to attract, motivate and retain our
employees. In addition to on-hire grants for new recruits above a specific job level, we also
make performance grants and promotion grants on an annual basis to our top performing
employees. The share economic rights granted by Hangzhou Junhan will be settled in cash
generally by Hangzhou Junhan, and an insignificant portion of share economic rights to
overseas employees may be settled by Ant International. The awards granted by Ant
International may be settled in equity or cash by Ant International upon vesting of the
awards. These awards are generally subject to a four-year vesting schedule as determined
by the administrator of the plan. Depending on the nature and the purpose of the grant,
these awards generally vest 25% upon the first anniversary of the vesting commencement
date or 50% upon the second anniversary of the vesting commencement date, and thereafter
25% every year.

Alibaba also granted RSUs or options to acquire its ordinary shares to certain of our
employees. RSUs and options granted by Alibaba are generally subject to a four-year
vesting schedule. Depending on the nature and the purpose of the grant, RSUs and options
generally vest 25% upon the first anniversary of the vesting commencement date or 50%
upon the second anniversary of the vesting commencement date, and thereafter 25% every
year. We compensated Alibaba for its granted RSUs or options to our employees before
March 2014 and recorded such compensation as expenses based on the vesting schedule.
For the RSUs or options granted by Alibaba to our employees between April 2014 and
March 2020, we had no obligation to compensate Alibaba for the cost associated with the
awards. Despite the non-compensation arrangement, after we issued Shares to Alibaba in
September 2019, we accounted for such grants as equity-settled share-based compensation
and recorded expenses with reference to share-based payment transactions among group
entities. In June 2020, we, Hangzhou Junhan and Alibaba entered into equity-based awards

— 280 -



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

FINANCIAL INFORMATION

grant and settlement agreements pursuant to which the parties would settle with each other
the cost associated with the awards that would be granted to each other’'s employees after
April 1, 2020. The agreement will be terminated upon completion of the [REDACTED].

We recognized share-based compensation of RMB3,182 million, RMB3,917 million,
RMB5,136 million, RMB2,163 million and RMB2,697 million in 2017, 2018 and 2019 and
the six months ended June 30, 2019 and 2020, respectively, representing 4.9%, 4.6%, 4.3%,
4.1% and 3.7% of our revenues in those respective periods. In the second half of 2020, we
expect to incur a substantial increase in share-based compensation in connection with the
completion of the [REDACTED].

The following table sets forth an analysis of share-based compensation by function for the
periods indicated:

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in RMB millions, except for percentages)

Share-based compensation
Cost of services ..................... 235 214 361 157 148
Selling and marketing expenses ........ 584 617 625 262 389
Research and development expenses. . . . . 1,771 2,171 3,213 1,275 1,619
General and administrative expenses . . .. 592 914 937 468 541
Totdl ... 3,182 3917 5,136 2,163 2,697
Percentage of revenues ............... 4.9% 4.6% 4.3% 4.1% 3.7%

Non-IFRS Measures: Non-1FRS Operating Profit and Non-IFRS Profit Attributable to
Owners of the Parent

To supplement our consolidated results which are prepared and presented in accordance
with IFRS, we also use non-IFRS operating profit and non-1FRS profit attributable to
owners of the parent as additional financial measures, which are not required by, or
presented in accordance with IFRS. We believe that these non-IFRS measures facilitate
comparisons of operating performance from period to period and company to company by
eliminating the potential impact of items that our management does not consider indicative
of our operating performance such as certain non-cash items, items that will not be incurred
in future and certain impact of investment transactions. The use of these non-IFRS
measures have limitations as an analytical tool, and you should not consider them in
isolation from, or as a substitute for analysis of, our results of operations or financial
conditions as reported under IFRS. In addition, these non-IFRS financial measures may be
defined differently from similar measures used by other companies.
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The following tables set forth the reconciliations of our non-1FRS financial measures for
the periods indicated to the nearest measures prepared in accordance with |FRS:

Year ended December 31, Six months ended June 30,
2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB

(in millions, except for percentages)

Non-IFRS Measures — Non-IFRS operating

profit/(loss)

Operating profit ...................... 13,182 4502 24,071 4,273 24,903
Add: Royalty and Service Payment™® . . .. 4,812 251 3,481 1,273 -
Add: Equity settled share-based

compensation ..................... 3,146 3,769 4,985 2,076 2,612

Less: Gains on disposal of subsidiaries,
associates and joint ventures and
remeasurement from losing significant

influence in an associate or joint
control in ajoint venture............ (19) (22,943) (503) (503) (13)

Add: Impairment of investments in
associates and joint ventures . ........ - 42 54 - 110
Non-IFRS operating profit/(loss). .. .. ... 21,129 (14,379) 32,088 7,119 27,612
32.3% (16.8%) 26.6% 13.5% 38.1%

Percentage of revenues ...............

Notes:

(€

See “— General and Administrative Expenses’ for details concerning the Royalty and Service Payment.
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Year ended December 31,

Six months ended June 30,

2017 2018 2019 2019 2020
RMB RMB RMB RMB RMB
(in millions)
Non-IFRS Measures — Non-IFRS
profit/(loss) attributable to owners of the
parent
Profit attributable to owners of the parent .. 6,951 667 16,957 1,361 21,234
Add: Royalty and Service Payment™®) . . .. 4812 251 3,481 1,273 -
Add: Equity settled share-based
compensation ..................... 3,146 3,769 4,985 2,076 2,612
Less: Gains on disposal of subsidiaries,
associates and joint ventures and
remeasurement from losing significant
influence in an associate or joint
control in ajoint venture ........... (19) (22,943) (503) (503) (13)
Add: Impairment of investments in
associates and joint ventures . ........ - 42 54 - 110
Less: Tax effect ..................... (769) (112) (806) (223) (28)
Less: Non-controlling interest effect. . ... (10) (7) (8) (4 (3)
Non-IFRS profit/(loss) attributable to
owners of theparent ................. 14,119 (18,333) 24,160 3,980 23,912
Percentage of revenues ................. 21.6% (21.4%) 20.0% 7.6% 33.0%
Note:

(1) See“— General and Administrative Expenses” for details concerning the Royalty and Services Payment.

Period-to-Period Comparison of Results of Oper

Six Months Ended June 30, 2020 Compared to Six Months Ended June 30, 2019

ations

Revenues
Six months ended June 30,
2019 2020
RMB RMB % Change
(in millions, except for
per centages)
Revenues
Digital payment and merchant
SEIVICES. . ..o 22,994 26,011 13%
Digital finance technology platform. . 29,291 45,972 57%
Innovation initiatives and others .. .. 256 544 113%
Total ... 52,540 72,528 38%
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Revenues increased by 38% from RMB52,540 million in the six months ended June 30,
2019 to RMB72,528 million in the six months ended June 30, 2020, primarily due to the
growth in revenues from our digital finance technology platform and, to a lesser extent,
digital payment and merchant services.

Digital payment and merchant services

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
percentages)
Digital payment and merchant services
FEVENUES . .. ... 22,994 26,011 13%
Percentage of revenues .. .......... 43.7% 35.9%

Revenues from digital payment and merchant services increased by 13% from RMB22,994
million in the six months ended June 30, 2019 to RMB26,011 million in the six months
ended June 30, 2020, primarily due to continued growth in the number of users. In
addition, we commercially launched our merchant services and generated more revenues in
the six months ended June 30, 2020. Growth of revenues from digital payment and
merchant services in the six months ended June 30, 2020 was affected by the impact of
COVID-19.

Digital finance technology platform

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
percentages)
Digital finance technology platform
FeVEeNUES . . ... .. 29,291 45,972 57%
Percentage of revenues .. .......... 55.7% 63.4%
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Revenues from digital finance technology platform increased by 57% from RMB29,291
million in the six months ended June 30, 2019 to RMB45,972 million in the six months
ended June 30, 2020, primarily due to the growth in business volume enabled through our
platform.

CreditTech
Six months ended June 30,
2019 2020
RMB RMB % Change
(in millions, except for
percentages)
CreditTech ....................... 17,925 28,586 59%
Percentage of revenues .. .......... 34.1% 39.4%

As of June 30,

2019 2020
RMB RMB % Change
(in billions, except for
percentages)
CreditTech — Consumer and SMB credit
balance™® . ... .. ... . ... ... 1,394 2,154 55%

Note:

(1) Includes consumer and SMB credit balances of third-party partner financial institutions (including
MY bank) and our licensed financial services subsidiaries, as well as balance securitized.

Revenues from CreditTech services increased by 59% from RMB17,925 million in the six
months ended June 30, 2019 to RMB28,586 million in the six months ended June 30, 2020,
primarily due to an increase in the balances of consumer and SMB credit enabled through
our platform. The growth in balances was primarily driven by an increase in the balance of
consumer credit products, which in turn was primarily driven by higher balance per user
and growth in the number of users. An increase in the balance of SMB credit due to a
larger number of users also contributed to the growth. Growth of revenues from CreditTech
services in the six months ended June 30, 2020 was affected by the impact of COVID-19.
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InvestmentTech
Six months ended June 30,
2019 2020
RMB RMB % Change
(in millions, except for
percentages)
InvestmentTech .................... 7,221 11,283 56%
Percentage of revenues . ........... 13.7% 15.6%
As of June 30,
2019 2020
RMB RMB % Change
(in billions, except for
percentages)
InvestmentTech — AUM@® ... ... ... 3,016 4,099 36%
Note:

(1) Includes AUM balances of third-party partner financial institutions and our licensed financial
services subsidiary.

Revenues from InvestmentTech services increased by 56% from RMB7,221 million in the
six months ended June 30, 2019 to RMB11,283 million in the six months ended June 30,
2020, primarily due to an increase in AUM enabled through our platform, as well as a
strong growth in the balance of mutual funds enabled through our platform, which
generates higher technology services fees as a percentage of AUM. The increase in AUM
was primarily due to an increase in the balance of Dalicai and to a lesser extent, the
increase in the balance of Yu’ebao. For Dalicai, the increase in balance was primarily due
to an increase in the number of users as well as a higher balance per user. For Yu’ ebao, the
increase in balance was due to an increase in the number of users.

InsureTech
Six months ended June 30,
2019 2020
RMB RMB % Change
(in millions, except for
per centages)
InsureTech ....................... 4,145 6,104 47%
Percentage of revenues .. .......... 7.9% 8.4%
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Six months ended June 30,

2019 2020
RMB RMB % Change
(in billions, except for
per centages)
InsureTech — Insurance premiums and
contributions™ . .. ... L. 14 29 99%

Note:

(1)  Includes insurance premiums of third-party partner financial institutions and our licensed financial
services subsidiary and contributions of our mutual aid program.

Revenues from InsureTech services increased by 47% from RMB4,145 million in the six
months ended June 30, 2019 to RMB6,104 million in the six months ended June 30, 2020,
primarily driven by the increase in the insurance premiums and contributions enabled
through our platform. The volume of our insurance premiums and contributions outgrew the
revenues from InsureTech services, primarily as a result of the higher volume contribution
from our third-party partner insurance institutions. The growth in the insurance premiums
was primarily due to substantial increases in both life insurance and health insurance
premiums.

Innovation initiatives and others
Our revenues from innovation initiatives and others increased by 113% from RMB256
million in the six months ended June 30, 2019 to RMB544 million in the six months ended
June 30, 2020, primarily due to an increase in other administrative and support services and
a significant increase in innovative technology services, particularly AntChain that we
began to generate revenues from in 2019.

Cost of services

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
percentages)
Cost of services. . .................. 28,136 30,044 7%
Percentage of revenues . ........... 53.6% 41.4%
Share-based compensation included in
cost of services . ................. 157 148 (6%0)
Percentage of revenues .. .......... 0.3% 0.2%
Cost of services excluding share-based
compensation . ................... 27,979 29,896 7%
Percentage of revenues .. .......... 53.3% 41.2%
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Cost of services increased by 7% from RMB28,136 million in the six months ended June
30, 2019 to RMB30,044 million in the six months ended June 30, 2020, primarily due to an
increase in transaction fees, which in turn was the result of larger transaction volume on
our platform. As a percentage of our revenues, cost of services decreased from 53.6% in
the six months ended June 30, 2019 to 41.4% in the six months ended June 30, 2020.
Without the effect of share-based compensation, cost of services as a percentage of
revenues would have decreased from 53.3% in the six months ended June 30, 2019 to
41.2% in the six months ended June 30, 2020. Transaction fees increased at a slower pace
than revenues, primarily due to lower rates of growth of TPV. In addition, our revenues
outgrew transaction fees partially due to stronger growth in revenues from our digital
finance technology platform, as users used more digital finance services on our platform,
which enabled more funds to be retained in our platform and enhanced our operational
efficiency.

Gross profit
Six months ended June 30,
2019 2020
RMB RMB % Change
(in millions, except for
percentages)
Gross profit .............. ... . ..... 24,404 42,484 74%
Percentage of revenues . ........... 46.4% 58.6%

As aresult of the foregoing, our gross profit increased by 74% from RMB24,404 million in
the six months ended June 30, 2019 to RMB42,484 million in the six months ended June
30, 2020, and our gross margin increased from 46.4% in the six months ended June 30,
2019 to 58.6% in the six months ended June 30, 2020.

Selling and marketing expenses

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
per centages)
Selling and marketing expenses . . . . ... 10,426 6,066 (42%)
Percentage of revenues . ........... 19.8% 8.4%
Share-based compensation included in
selling and marketing expenses . .. .. 262 389 48%
Percentage of revenues .. .......... 0.5% 0.5%
Selling and marketing expenses
excluding share-based compensation . 10,164 5,677 (44%)
Percentage of revenues .. .......... 19.3% 7.8%
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Our selling and marketing expenses decreased by 42% from RMB10,426 million in the six
months ended June 30, 2019 to RMB6,066 million in the six months ended June 30, 2020.
As a percentage of our revenues, our selling and marketing expenses decreased from 19.8%
in the six months ended June 30, 2019 to 8.4% in the six months ended June 30, 2020.
Without the effect of share-based compensation, selling and marketing expenses as a
percentage of revenues would have decreased from 19.3% in the six months ended June 30,
2019 to 7.8% in the six months ended June 30, 2020. We made significant investments for
user and merchant acquisition and to drive user engagement in 2018, which continued in
the six months ended June 30, 2019. Also, we decided to decrease promotion and
advertising campaign spending in the six months ended June 30, 2020 in view of the
impact of COVID-19.

General and administrative expenses

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
per centages)
General and administrative expenses . . . 4,135 3,679 (11%)
Percentage of revenues .. .......... 7.9% 5.1%
Shared-based compensation included in
general and administrative expenses . 468 541 15%
Percentage of revenues .. .......... 0.9% 0.7%
General and administrative expenses
excluding shared-based
compensation . ................... 3,667 3,138 (14%)
Percentage of revenues .. .......... 7.0% 4.3%
Royalty and Service Payment......... 1,273 - (100%)
Percentage of revenues ... ......... 2.4% -
General and administrative expenses
excluding share-based compensation
and Royalty and Service Payment . .. 2,394 3,138 31%
Percentage of revenues ... ......... 4.6% 4.3%

Our general and administrative expenses decreased by 11% from RMB4,135 million in the
six months ended June 30, 2019 to RMB3,679 million in the six months ended June 30,
2020. As a percentage of revenues, our general and administrative expenses decreased from
7.9% in the six months ended June 30, 2019 to 5.1% in the six months ended June 30,
2020. Such decreases were primarily due to the cessation of the Royalty and Service
Payment upon the issuance of our shares to Alibaba in September 2019. Without the effect
of share-based compensation and Royalty and Service Payment, our general and
administrative expenses as a percentage of revenues would have decreased from 4.6% in
the six months ended June 30, 2019 to 4.3% in the six months ended June 30, 2020.
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Research and development expenses

Six months ended June 30,

2019 2020
RMB RMB % Change
(in millions, except for
percentages)
Research and development expenses . . . 4,659 5,720 23%
Percentage of revenues . ........... 8.9% 7.9%
Share-based compensation included in
research and development expenses . . 1,275 1,619 27%
Percentage of revenues ... ......... 2.4% 2.2%
Research and development expenses
excluding share-based compensation . 3,384 4,101 21%
Percentage of revenues .. .......... 6.4% 5.7%

Our research and development expenses increased by 23% from RMB4,659 million in the
six months ended June 30, 2019 to RMB5,720 million in the six months ended June 30,
2020, primarily due to increases in payroll and welfare benefits and share-based
compensation, as we employed a larger number of research and development personnel in
the six months ended June 30, 2020 as compared with the six months ended June 30, 2019.
As a percentage of our revenues, our research and development expenses decreased from
8.9% in the six months ended June 30, 2019 to 7.9% in the six months ended June 30,
2020. Without the effect of share-based compensation, research and development expenses
as a percentage of revenues would have decreased from 6.4% in the six months ended June
30, 2019 to 5.7% in the six months ended June 30, 2020.

Other income and gains, net

We recorded other income and gains, net, of RMB733 million in the six months ended June
30, 2019 while we recorded other expenses and losses, net, of RMB1,545 million in the six
months ended June 30, 2020, primarily due to the fair value losses of financial assets
measured at fair value through profit or loss of RMB2,913 million we recorded in the six
months ended June 30, 2020 which was due to fair value changes of certain our strategic
investments and the outstanding balances of consumer credit of our licensed subsidiaries, as
well as a gain on disposal of subsidiaries, associates and joint ventures of RMB503 million
we recorded in the six months ended June 30, 2019.

Finance income, net

We recorded finance loss, net, of RMB10 million in the six months ended June 30, 2019
and finance income, net, of RMB544 million in the six months ended June 30, 2020. This
was primarily due to an increase in the average balance of our bank deposits and a
decrease in the average outstanding balance of bank borrowings from the six months ended
June 30, 2019 to the six months ended June 30, 2020.

Income tax expense
Our income tax expenses increased by 122% from RMB1,125 million in the six months

ended June 30, 2019 to RMB2,496 million in the six months ended June 30, 2020 driven
by an increase in profit before tax during the six months ended June 30, 2020.
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Profit for the period

As aresult of the foregoing, our profit for the period increased significantly from
RMB1,892 million in the six months ended June 30, 2019 to RMB21,923 million in the six
months ended June 30, 2020, and our net margin increased significantly from 3.6% in the
six months ended June 30, 2019 to 30.2% in the six months ended June 30, 2020.

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018

Revenues
Year ended December 31,
2018 2019
RMB RMB % Change
(in millions, except for
percentages)
Revenues
Digital payment and merchant
SEIVICES. . ..o 44,361 51,905 17%
Digital finance technology platform. . 40,616 67,784 67%
Innovation initiatives and others . . .. 745 930 25%
Total ............ ... 85,722 120,618 41%

Revenues increased by 41% from RMB85,722 million in 2018 to RMB120,618 million in
2019, primarily due to the growth in revenues from our digital finance technology platform
and digital payment and merchant services.

Digital payment and merchant services

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
per centages)
Digital payment and merchant services
FeVENUES . .. ...t 44,361 51,905 17%
Percentage of revenues .. .......... 51.8% 43.0%
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Revenues from digital payment and merchant services increased by 17% from RMB44,361
million in 2018 to RMB51,905 million in 2019, primarily due to continued growth in the
number of users using digital payment services both online and offline, continued increase
in user engagement and transaction volume, as well as a significant increase in our
revenues from cross-border payment services due to larger transaction volume. These
increases were partially offset by a decrease in interest income on settlement reserve funds.

Digital finance technology platform

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
per centages)
Digital finance technology platform
FEVENUES . . . ..ot 40,616 67,784 67%
Percentage of revenues .. .......... 47.4% 56.2%

Revenues from digital finance technology platform increased by 67% from RMB40,616
million in 2018 to RMB67,784 million in 2019, primarily due to the growth in business
volume enabled through our platform.

CreditTech
Year ended December 31,
2018 2019
RMB RMB % Change
(in millions, except for
per centages)
CreditTech ........................ 22,421 41,885 87%
Percentage of revenues .. .......... 26.2% 34.7%

As of December 31,

2018 2019
RMB RMB % Change
(in billions, except for
percentages)
CreditTech — Consumer and SMB credit
balance™ .. ... ... 1,046 2,014 93%

Note:

(1)  Includes consumer and SMB credit balances of third-party partner financial institutions (including
MY bank) and our licensed financial services subsidiaries, as well as balance securitized.
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Revenues from CreditTech services increased by 87% from RMB22,421 million in 2018 to
RMBA41,885 million in 2019, primarily due to an increase in the balance of consumer and
SMB credit enabled through our platform. The rapid growth in balance was primarily
driven by an increase in the balance of consumer credit products, which in turn was
primarily driven by increased usage of consumer credit services that led to a higher balance
per user and, to a lesser extent, growth in the number of users. The increase in balance of
consumer credit was supported by the expansion of our partnerships with banks and other
financial institutions to fund these credit products. An increase in the balance of SMB
credit due to a larger number of users also contributed to the increase from 2018 to 2019.

InvestmentTech
Year ended December 31,
2018 2019
RMB RMB % Change
(in millions, except for
per centages)
InvestmentTech .................... 13,882 16,952 22%
Percentage of revenues .. .......... 16.2% 14.1%
As of December 31,
2018 2019
RMB RMB % Change
(in billions, except for
percentages)
InvestmentTech — AUM@W ... ... ... 2,709 3,398 25%
Note:

(1) Includes AUM balances of third-party partner financial institutions and our licensed financial
services subsidiary.

Revenues from InvestmentTech services increased by 22% from RMB13,882 million in
2018 to RMB16,952 million in 2019, primarily due to an increase in AUM enabled through
our platform. For Dalicai, the increase in balance was primarily due to an increase in the
number of users, while for Yu’ebao, the increase in balance was due to an increase in the
number of users and a higher average balance per user.
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InsureTech
Year ended December 31,
2018 2019
RMB RMB % Change
(in millions, except for
percentages)
InsureTech ........................ 4,313 8,947 107%
Percentage of revenues . ........... 5.0% 7.4%

Year ended December 31,

2018 2019
RMB RMB % Change
(in billions, except for
percentages)
InsureTech — Insurance premiums and
contributions™ . . ... ... L 14 38 159%

Note:

(1) Includes insurance premiums of third-party partner financial institutions and our licensed financial
services subsidiary and contributions of our mutual aid program.

Revenues from InsureTech services increased by 107% from RMB4,313 million in 2018 to
RMB8,947 million in 2019, primarily driven by an increase in the insurance premiums and
contributions enabled through our platform. The volume of our insurance premiums and
contributions outgrew the revenues from InsureTech services, as a result of the rapid
growth of life insurance premiums and the higher premium contribution from third-party
partner insurers. The growth in the insurance premium was primarily due to substantial
increases in both life insurance and health insurance volume, and to a lesser extent, an
increase in scenario-based insurance volume. Xianghubao, our popular innovative mutual
aid program introduced in December 2018, increased awareness of insurance and
contributed to the stronger demand of insurance products on our platform.

Innovation initiatives and others
Our revenues from innovation initiatives and others increased by 25% from RMB745
million in 2018 to RMB930 million in 2019, primarily due to an increase in revenues from

other administrative and support services. Also, we started to monetize and generate
revenues from AntChain in 2019.
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Cost of services

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
percentages)
Cost of services. . .................. 40,909 60,515 48%
Percentage of revenues . ........... 47.7% 50.2%
Share-based compensation included in
cost of services .................. 214 361 69%
Percentage of revenues ... ......... 0.2% 0.3%
Cost of services excluding share-based
compensation .. .................. 40,695 60,154 48%
Percentage of revenues .. .......... 47.5% 49.9%

Cost of services increased by 48% from RMB40,909 million in 2018 to RMB60,515 million
in 2019, primarily due to an increase in transaction fees, and to a lesser extent, an increase
in service fees, both associated with higher transaction volume. Our cost of services as a
percentage of revenues increased from 47.7% in 2018 to 50.2% in 2019 as a result of an
increase in service fees paid to independent service providers and other service partners to
further diversify use cases and increase engagement. Without the effect of share-based
compensation, cost of services as a percentage of revenues would have increased from
47.5% in 2018 to 49.9% in 20109.

Gross profit
Year ended December 31,
2018 2019
RMB RMB % Change
(in millions, except for
percentages)
Gross profit ....................... 44,813 60,103 34%
Percentage of revenues .. .......... 52.3% 49.8%

As aresult of the foregoing, our gross profit increased by 34% from RMB44,813 million in
2018 to RMB60,103 million in 2019, and our gross margin decreased from 52.3% in 2018
to 49.8% in 2019.
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Selling and marketing expenses

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
per centages)
Selling and marketing expenses . . . . ... 47,345 18,050 (62%)
Percentage of revenues .. .......... 55.2% 15.0%
Share-based compensation included in
selling and marketing expenses . .. .. 617 625 1%
Percentage of revenues .. .......... 0.7% 0.5%
Selling and marketing expenses
excluding share-based compensation . 46,728 17,425 (63%)
Percentage of revenues ............ 54.5% 14.4%

Our selling and marketing expenses decreased by 62% from RMB47,345 million in 2018 to
RMB18,050 million in 2019. As a percentage of our revenues, our selling and marketing
expenses decreased from 55.2% in 2018 to 15.0% in 2019. Without the effect of share-
based compensation, selling and marketing expenses as a percentage of revenues would
have decreased from 54.5% in 2018 to 14.4% in 2019. These decreases were primarily the
result of a decrease in promotion and advertising expenses in 2019, as we made significant
investments for user and merchant acquisition in 2018 and the six months ended June 30,
2019.

Such significant investments in promotion and advertising were made to achieve our
strategic objective to cover most of China's Internet users and merchants and increase their
engagement on our platform, which has created significant benefits for our ecosystem and
our businesses. As a result, we acquired more users and merchants. In 2019, we realized
the benefits from the stronger engagement and loyalty of our user base as well as the
efficiency of our promotional activities brought about by our investments in 2018. During
2018, we grew the number of Alipay app users, and achieved higher engagement and
transaction activities from our user base. As a result, our selling and marketing expenses
decreased significantly both in absolute terms and as a percentage of our revenues in the
following year.
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General and administrative expenses

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
per centages)
General and administrative expenses. . . 5,017 9,979 99%
Percentage of revenues .. .......... 5.9% 8.3%
Share-based compensation included in
general and administrative expenses . 914 937 2%
Percentage of revenues .. .......... 1.1% 0.8%
General and administrative expenses
excluding share-based compensation . 4,103 9,042 120%
Percentage of revenues ............ 4.8% 7.5%
Royalty and Service Payment......... 251 3,481 1,285%
Percentage of revenues ............ 0.3% 2.9%
General and administrative expenses
excluding share-based compensation
and Royalty and Service Payment . . . 3,852 5,562 44%
Percentage of revenues ............ 4.5% 4.6%

Our general and administrative expenses increased by 99% from RMB5,017 million in 2018
to RMB9,979 million in 2019. As a percentage of revenues, our general and administrative
expenses increased from 5.9% in 2018 to 8.3% in 2019. Such increases were primarily due
to the increase in Royalties and Service Payment from RMB251 million in 2018 to
RMB3,481 million in 2019. Our obligation to make the Royalty and Service Payment
ceased upon the issuance of our shares to Alibaba in September 2019. Without the effect of
share-based compensation and Royalty and Service Payment, general and administrative
expenses as a percentage of revenues would have increased from 4.5% in 2018 to 4.6% in
2019.

Research and development expenses

Year ended December 31,

2018 2019
RMB RMB % Change
(in millions, except for
per centages)
Research and development expenses . . . 6,903 10,605 54%
Percentage of revenues .. .......... 8.1% 8.8%
Share-based compensation included in
research and development expenses. . 2,171 3,213 48%
Percentage of revenues .. .......... 2.5% 2.7%
Research and development expenses
excluding share-based compensation . 4,732 7,392 56%
Percentage of revenues . ........... 5.5% 6.1%
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Our research and development expenses increased by 54% from RMB6,903 million in 2018
to RMB10,605 million in 2019, primarily due to increases in payroll and welfare benefits
and share-based compensation, because we employed a larger number of research and
development personnel in 2019 compared with 2018 as we continued to invest in the
development of technology and innovation. As a percentage of our revenues, our research
and development expenses increased from 8.1% in 2018 to 8.8% in 2019. Without the
effect of share-based compensation, research and development expenses as a percentage of
revenues would have increased from 5.5% in 2018 to 6.1% in 2019.

Other income and gains, net

Our other income and gains, net decreased by 77% from RMB19,623 million in 2018 to
RMB4,499 million in 2019, primarily due to the fact that we recorded a one-time gain on
deemed disposal of our interest in Koubei Holding Limited (“Koubei”) of RMB22,485
million. In the period, we also recorded a gain of RMB1,074 million in 2019 from change
in fair value on financial assets measured at fair value through profit or loss, as compared
with a loss of RMB5,722 million we recorded in 2018 from change in fair value on
financial assets measured at fair value through profit or loss, which was primarily due to
fair value changes of certain of our strategic investments.

In December 2018, Alibaba set up Local Services Holding Limited, or Local Services, and
completed the integration of Rajax Holding (“Ele.me”) and Koubei. Our equity interests in
Koubei, a joint venture, and Ele.me were exchanged for equity interest in Local Services.
As we ceased having joint control over Koubei, the exchange was deemed to be a disposal
of our interest in Koubei. Our equity interest in Local Services was designated as financial
investments at fair value through other comprehensive income. The difference of
RMB22,485 million between the fair value of our equity interests in Local Services at
initial recognition in December 2018 and the carrying value of our equity interest in
Koubei and Ele.me immediately before the exchange was recorded as our net gains on
deemed disposal from losing joint control in ajoint venture.

Finance income, net
Our finance income, net decreased by 34% from RMB138 million in 2018 to RMB91
million in 2019, primarily due to an increase in our finance cost as a result of higher
average outstanding balance of bank borrowings in 2019, partially offset by increased
finance income due to an increase in average balance of our bank deposits.

Income tax expense

Our income tax expenses increased by 211% from RMB958 million in 2018 to RMB2,980
million in 2019 driven by significant increase in profit before tax during the year.

Profit for the year
As aresult of the foregoing, our profit for the year increased significantly from RMB2,156

million in 2018 to RMB18,072 million in 2019, and our net margin increased from 2.5% in
2018 to 15.0% in 2019.
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Year Ended December 31, 2018 Compared to Year Ended December 31, 2017

Revenues
Year ended December 31,
2017 2018
RMB RMB % Change
(in millions, except for
percentages)
Revenues
Digital payment and merchant
SEIVICES. . oot 35,890 44,361 24%
Digital finance technology platform. . 28,993 40,616 40%
Innovation initiatives and others . . .. 514 745 45%
Total ... .. 65,396 85,722 31%

Revenues increased by 31% from RMB65,396 million in 2017 to RMB85,722 million in
2018, primarily due to the rapid growth of revenues from digital finance technology
platform as well as the growth in revenues from digital payment and merchant services.

Digital payment and merchant services

Year ended December 31,

2017 2018
RMB RMB % Change
(in millions, except for
percentages)
Digital payment and merchant services
FEVENUES . ... ..o 35,890 44,361 24%
Percentage of revenues . ........... 54.9% 51.8%

Revenues from digital payment and merchant services increased by 24% from RMB35,890
million in 2017 to RMB44,361 million in 2018, primarily due to a significant growth in the
number of users and merchants using digital payment services both online and offline.
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Digital finance technology platform

Year ended December 31,

2017 2018
RMB RMB % Change
(in millions, except for
percentages)
Digital finance technology platform
FeVENUES . .. ...t 28,993 40,616 40%
Percentage of revenues ............ 44.3% 47.4%

Revenues from digital finance technology platform increased by 40% from RMB28,993
million in 2017 to RMB40,616 million in 2018, primarily due to the growth in business
volume enabled through our platform.

CreditTech
Year ended December 31,
2017 2018
RMB RMB % Change
(in millions, except for
per centages)
CreditTech ........................ 16,187 22,421 39%
Percentage of revenues ............ 24.8% 26.2%

As of December 31,

2017 2018
RMB RMB % Change
(in billions, except for
percentages)
CreditTech — Consumer and SMB credit
balance®™ . ... ... 647 1,046 62%

Note:
(1)  Includes consumer and SMB credit balances of third-party partner financial institutions (including
MY bank) and our licensed financial services subsidiaries, as well as balance securitized.

Revenues from CreditTech services increased by 39% from RMB16,187 million in 2017 to
RMB22,421 million in 2018, primarily due to an increase in the balances of consumer and
SMB credit enabled through our platform. The growth in balances was primarily driven by
an increase in the balance of consumer credit products, which in turn was primarily driven
by growth in the number of users. The growth in the consumer and SMB credit balance
was significantly higher than that of revenues during the period as the majority of the
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increase in the balance of credit occurred during the second half of the year, and the period
for which we charged technology service fees on these balances was shorter. To a lesser
extent, an increase in the balance of SMB credit due to larger number of users also
contributed to the increase.

InvestmentTech
Year ended December 31,
2017 2018
RMB RMB % Change
(in millions, except for
per centages)
InvestmentTech .................... 10,490 13,882 32%
Percentage of revenues . ........... 16.0% 16.2%
As of December 31,
2017 2018
RMB RMB % Change
(in billions, except for
percentages)
InvestmentTech — AUM@ .. ... . .. 2,227 2,709 22%
Note:

(1) Includes AUM balances of third-party partner financial institutions and our licensed financial
services subsidiary.

Revenues from InvestmentTech services increased by 32% from RMB10,490 million in
2017 to RMB13,882 million in 2018, primarily due to an increase in AUM enabled through
our platform over these periods. The growth in balance was driven by increases in the
volume of investment products. For Yu'ebao and Dalicai, the increase was due to an
increase in the number of users, partially offset by a lower balance per user. The growth of
revenues during 2018 exceeded the growth of AUM from December 31, 2017 to December
31, 2018 due to the timing of the increase in AUM in the course of the year.
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InsureTech
Year ended December 31,
2017 2018
RMB RMB % Change
(in millions, except for
percentages)
InsureTech . ...................... 2,315 4,313 86%
Percentage of revenues . ........... 3.5% 5.0%

As of December 31,

2017 2018
RMB RMB % Change
(in billions, except for
percentages)
InsureTech — Insurance premiums and
contributions™ . ... ... L 9 14 58%

Note:

(1)  Includes insurance premiums of third-party partner financial institutions and our licensed financial
services subsidiary and contributions of our mutual aid program.

Revenues from InsureTech services increased by 86% from RMB2,315 million in 2017 to
RMB4,313 million in 2018, primarily driven by an