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Proposed maximum Proposed maximum
Title of each class of securities Amount to be offering price per aggregate offering Amount of
to be registered registered security price registration fee(”

US$700,000,000 99.853% US$698,971,000 US$87,021.89
2.800% Notes due 2023

US$2,550,000,000 99.396% US$2,534,598,000 US$315,557.45

3.400% Notes due 2027

US$1,000,000,000 99.863% US$998,630,000 US$124,329.44
4.000% Notes due 2037

US$1,750,000,000 99.831% US$1,747,042,500 US$217,506.79
4.200% Notes due 2047

US$1,000,000,000 99.813% US$998,130,000 US$124,267.19
4.400% Notes due 2057
(1)

Calculated in accordance with Rule 457(r) and Rule 457(0) of the Securities Act of 1933, as amended. The
total registration fee due for this offering is US$868,682.76.
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99.853% 0.250% 99.603%

Per 2023 Note
Total US$698,971,000 US$1,750,000 US$697,221,000
ota
99.396% 0.275% 99.121%
Per 2027 Note
Total US$2,534,598,000 US$7,012,500 US$2,527,585,500
ota
99.863% 0.650% 99.213%
Per 2037 Note
Total US$998,630,000 US$6,500,000 US$992,130,000
ota
99.831% 0.650% 99.181%
Per 2047 Note
Total US$1,747,042,500 US$11,375,000 US$1,735,667,500
ota
99.813% 0.650% 99.163%
Per 2057 Note
Total US$998,130,000 US$6,500,000 US$991,630,000
ota
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You should rely only on the information contained or incorporated by reference in this prospectus
supplement, the accompanying prospectus or any other offering materials we file with the SEC. We have not,
and the underwriters have not, authorized any other person to provide you with different information. If
anyone provides you with different or inconsistent information, you should not rely on such different or
inconsistent information. We are not, and the underwriters are not, making an offer of the Notes in any
jurisdiction where such offer is not permitted. You should not assume that the information contained or
incorporated by reference in this prospectus supplement and the accompanying prospectus or in any other
offering material is accurate as of any date other than the respective dates thereof. Our business, financial
condition, results of operations and prospects may have changed since those dates. Neither this prospectus
supplement nor the accompanying prospectus constitutes an offer, or an invitation on our behalf or the
underwriters to subscribe for and purchase, any of the Notes and may not be used for or in connection with
an offer or solicitation by anyone, in any jurisdiction in which such an offer or solicitation is not authorized
or to any person to whom it is unlawful to make such an offer or solicitation.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the terms of
the offering of the Notes and also adds to and updates information contained in the accompanying prospectus and
the documents incorporated by reference in this prospectus supplement and the accompanying prospectus. The
second part is the accompanying prospectus dated November 24, 2017 included in the registration statement on
Form F-3 (No. 333-221742), which provides more general information. Generally, when we refer only to the
"prospectus," we are referring to both parts combined, and when we refer to the "accompanying prospectus," we are
referring to the accompanying prospectus as updated through incorporation by reference.
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To the extent there is a conflict between the information contained in this prospectus supplement, on the one
hand, and the information contained in the accompanying prospectus or any document incorporated by reference in
this prospectus supplement or the accompanying prospectus, on the other hand, you should rely on the information
in this prospectus supplement.

In this prospectus supplement, unless otherwise indicated or unless the context otherwise requires:
"ADSs" are to the American depositary shares, each of which represents one ordinary share;

"Alipay" are to Alipay.com Co., Ltd., a company with which we have a long-term contractual relationship
and which is a wholly-owned subsidiary of Ant Financial Services or, where the context requires, its
predecessor entities. We do not have any equity interest in or control over either Ant Financial Services
or Alipay;

"Altaba" are to Altaba Inc. (formerly known as Yahoo! Inc.) and Altaba Holdings Hong Kong Limited
(formerly known as Yahoo! Hong Kong Holdings Limited), collectively;

"Ant Financial Services" are to Ant Small and Micro Financial Services Group Co., Ltd. (formerly known
as Zhejiang Ant Small and Micro Financial Services Group Co., Ltd.), a company organized under the laws
of the PRC;

"Cainiao Network" are to Cainiao Smart Logistics Network Limited, a company incorporated under the
laws of the Cayman Islands, and a subsidiary in which we own an approximately 51% equity interest as of
the date of this prospectus supplement, together with its subsidiaries, including Cainiao Network
Technology Co., Ltd.

"China" and the "PRC" are to the People's Republic of China, excluding, for the purposes of this prospectus
only, Taiwan and the special administrative regions of Hong Kong and Macau;

"China retail marketplaces" are to Taobao Marketplace and Tmall (including Juhuasuan), collectively.
Promotional slots on Juhuasuan may only be purchased by Taobao Marketplace and Tmall merchants, and
transactions from traffic originating on Juhuasuan are completed on the merchants' storefronts on Taobao
Marketplace or Tmall;

"GMV" are to the value of confirmed orders of products and services on our marketplaces, regardless of
how, or whether, the buyer and seller settle the transaction. Unless otherwise stated, GMV in reference to
our marketplaces includes only GMYV transacted on our China retail marketplaces. GMV generated from
traffic through Juhuasuan is recorded as either Taobao Marketplace GMV or Tmall GMV depending on
which of these two marketplaces the transaction is completed. Our calculation of GMV for our China retail
marketplaces includes shipping charges paid by buyers to sellers. As a prudential matter aimed at
eliminating any influence on our GMV of potentially fraudulent transactions, we exclude from our
calculation of GMV transactions in certain product categories over certain amounts and transactions by
buyers in certain product categories over a certain amount per day;
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"ISVs" are to independent software vendors;

S-1

Table of Contents

"orders" are to each confirmed order from a transaction between a buyer and a seller for products and
services on the relevant platform, even if these orders include multiple items, during the specified period,
whether or not the transaction is settled;

"retail marketplaces" are to Taobao Marketplace, Tmall (including Juhuasuan), and AliExpress,
collectively;

"RMB" and "Renminbi" are to the legal currency of China;

"SoftBank" are to SoftBank Group Corp. (formerly known as SoftBank Corp. before July 2, 2015), SBBM
Corporation and West Raptor Holdings, LLC, collectively;

"variable interest entities" are to our variable interest entities that are 100% owned by PRC citizens or by

PRC entities owned by PRC citizens, where applicable, that hold the Internet content provider licenses, or
ICP licenses, or other business operation licenses or approvals, and generally operate the various websites
for our Internet businesses or other businesses in which foreign investment is restricted or prohibited, and
are consolidated into our consolidated financial statements in accordance with U.S. GAAP as if they were
our wholly-owned subsidiaries;

we," "us," "our company" and "our" are to Alibaba Group Holding Limited and its consolidated
subsidiaries and its affiliated consolidated entities, including our variable interest entities and their
subsidiaries;

nn
>

"wholesale marketplaces" are to 1688.com and Alibaba.com, collectively; and

"USS," "dollars" and "U.S. dollars" are to the legal currency of the United States.

All discrepancies in any table between the amounts identified as total amounts and the sum of the amounts listed
therein are due to rounding.
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FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein
and therein contain forward-looking statements that involve risks and uncertainties, including statements based on
our current expectations, assumptions, estimates and projections about us, our industry and the regulatory
environment in which we and companies integral to our ecosystem operate. All statements other than statements of
historical facts are forward-looking statements. These statements are made under the "Safe Harbor" provisions of the
U.S. Private Securities Litigation Reform Act of 1995. Such 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," "expect," "anticipate,”" "aim," "estimate,"
"intend," "plan," "believe," "potential," "continue," "is/are likely to" or other similar expressions. The forward-
looking statements included in this prospectus supplement relate to, among others:

our growth strategies;

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

trends in online and mobile commerce and the overall Internet industry, both globally and in the PRC;

competition in our industries;

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;

the regulatory environment in which we and companies integral to our ecosystem operate; and

assumptions underlying or related to any of the foregoing.

The global and PRC Internet, retail, wholesale, online and mobile commerce, cloud computing, digital media
and entertainment, and data industries market 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 the Notes. If any one or more of the
assumptions underlying the 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 prospectus supplement, the accompanying prospectus and the
documents incorporated by reference herein and therein relate only to events or information as of the date on which
the statements are made herein and therein. 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
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SUMMARY

This summary highlights information contained elsewhere in or incorporated by reference into this prospectus
supplement. This summary is not complete and does not contain all of the information that you should consider
before investing in the Notes. You should carefully read the entire prospectus supplement, the accompanying
prospectus and the documents incorporated by reference carefully, including the section titled "Risk Factors" and
our financial statements and the notes to those financial statements, which are incorporated by reference, and the
other financial information appearing elsewhere in or incorporated by reference into this prospectus supplement.
See "Incorporation of Documents by Reference."

Company Overview

To fulfill our mission "to make it easy to do business anywhere," we enable businesses to transform the way
they market, sell and operate. We provide the fundamental technology infrastructure and marketing reach to help
merchants, brands and other businesses to leverage the power of the Internet to engage with their users
and customers. Our businesses are comprised of core commerce, cloud computing, digital media and entertainment,
and innovation initiatives and others.

Corporate Information

Alibaba Group Holding Limited is a Cayman Islands holding company established under the Companies Law of
the Cayman Islands (as amended) on June 28, 1999, and we conduct our business in China through our subsidiaries
and variable interest entities. Our ADSs are listed on the NYSE under the symbol "BABA.."

The principal executive offices of our main operations are located at 969 West Wen Yi Road, Yu Hang District,
Hangzhou 311121, People's Republic of China. Our telephone number at this address is +86-571-8502-2077. Our
registered office in the Cayman Islands is located at the offices of Trident Trust Company (Cayman) Limited, Fourth
Floor, One Capital Place, P.O. Box 847, George Town, Grand Cayman, Cayman Islands. Our agent for service of
process in the United States is Corporation Service Company located at 1180 Avenue of the Americas, Suite 210,
New York, New York 10036. Our corporate website is www.alibabagroup.com. The information contained on our
website is not part of this prospectus.
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The Offering

The following summary contains basic information about the Notes and is not intended to be complete. Certain
of the terms and conditions described below are subject to important limitations and exceptions. For a more
complete description of the terms of the Notes, see "Description of the Notes" in this prospectus supplement.

Issuer Alibaba Group Holding Limited

Notes Offered US$700,000,000 aggregate principal amount of 2.800% Notes due 2023 (the "2023 Notes")
US$2,550,000,000 aggregate principal amount of 3.400% Notes due 2027 (the "2027 Notes")
US$1,000,000,000 aggregate principal amount of 4.000% Notes due 2037 (the "2037 Notes")

US$1,750,000,000 aggregate principal amount of 4.200% Notes due 2047
(the "2047 Notes")

US$1,000,000,000 aggregate principal amount of 4.400% Notes due 2057
(the "2057 Notes")

The 2023 Notes, the 2027 Notes, the 2037 Notes, the 2047 Notes and the 2057 Notes are
collectively referred to in this prospectus supplement as the "Notes."

Issue Prices The issue price shall equal the following percentage of aggregate principal amount issued, plus
accrued interest on such amount, if any, from (and including) December 6, 2017 to
(but excluding) the issue date:
2023 Notes: 99.853%
2027 Notes: 99.396%
2037 Notes: 99.863%
2047 Notes: 99.831%
2057 Notes: 99.813%
Maturity Dates 2023 Notes: June 6, 2023
2027 Notes: December 6, 2027
2037 Notes: December 6, 2037
2047 Notes: December 6, 2047
2057 Notes: December 6, 2057
Interest The 2023 Notes, the 2027 Notes, the 2037 Notes, the 2047 Notes and the 2057 Notes will bear
interest at 2.800%, 3.400%, 4.000%, 4.200% and 4.400% per annum, respectively, from and

including December 6, 2017 and be payable semi-annually in arrears.

Interest on the Notes will be calculated on the basis of a 360-day year and twelve 30-day months.
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Interest Payment

Dates

For all Notes, the interest payment dates will be June 6 and December 6 of each year,
commencing June 6, 2018, and at maturity.
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Use of Proceeds The estimated net proceeds of the sale of the Notes after deducting fees, commissions and other

Ranking

No Guarantee

Additional
Amounts

RESTRICTED

estimated expenses payable in connection with this offering will be approximately
US$6,942 million. We intend to use the net proceeds of the offering for general corporate
purposes. See "Use of Proceeds."

The Notes will be our senior unsecured obligations and will:

rank senior in right of payment to all of our existing and future indebtedness expressly
subordinated in right of payment to the Notes;

rank at least equally in right of payment with all of our existing and future unsecured
unsubordinated indebtedness (subject to any priority rights pursuant to applicable law),
including our 2.500% Senior Notes due 2019, 3.125% Senior Notes due 2021, 3.600% Senior
Notes due 2024, 4.500% Senior Notes due 2034, the outstanding amount under our

US$4.0 billion five-year term loan facility, and any amount that may be outstanding from time
to time under our US$5.15 billion revolving credit facility;

be effectively subordinated to all of our existing and future secured indebtedness, to the extent
of the value of the assets serving as security therefor; and

be structurally subordinated to all existing and future indebtedness and other liabilities of our
subsidiaries and consolidated affiliated entities that do not guarantee the Notes.

The Notes are not guaranteed by any of our existing subsidiaries or consolidated affiliated entities,
who together hold substantially all of our operating assets and conduct substantially all of our
business. Additionally, the indenture governing the Notes will not contain any obligation for any
of our existing or future subsidiaries or consolidated affiliated entities to guarantee the Notes. In
the future we may enter into credit facilities, including revolving credit facilities, secured by the
assets of, or guaranteed by, our subsidiaries or consolidated affiliated entities without obligating
such subsidiaries or consolidated affiliated entities to provide security or guarantees in respect of
the Notes. See "Risk Factors — Risks Related to the Notes — The Notes will be structurally
subordinated to all obligations of our existing and future subsidiaries and consolidated affiliated
entities."

In the event that certain taxes are imposed or levied by or within the Cayman Islands or the PRC
in respect of payments made by us with respect to the Notes, we will, subject to certain exceptions,
pay such additional amounts under the Notes as will result after deduction or withholding of such
taxes, in the payment of an amount as would have been payable in respect of the Notes had no
such deduction or withholding been required. In addition, any amounts to be paid by us on the
Notes will be paid net of any withholding implementing or relating to FATCA (as defined below)


file:///C:/Program%20Files%20(x86)/blp/data/CFa2233928z424b2.htm%23bg47804a_main_toc

and we will not be required to pay additional amounts on account of any such withholding. See
"Description of the Notes — Payment of Additional Amounts."
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The Notes of any series may be redeemed at any time, at our option, in whole but not in part, at
100% of the principal amount thereof plus accrued and unpaid interest, if any, in the event we
become obligated to pay certain additional amounts in respect of taxes imposed or levied by or
within the Cayman Islands or the PRC in respect of the Notes. See "Description of the

Notes — Tax Redemption."

We may redeem the 2023 Notes at any time prior to May 6, 2023, the 2027 Notes at any time
prior to September 6, 2027, the 2037 Notes at any time prior to June 6, 2037, the 2047 Notes at
any time prior to June 6, 2047, and the 2057 Notes at any time prior to June 6, 2057, in each
case, in whole or in part, at a price equal to the greater of (i) 100% of the principal amount of
the applicable Notes to be redeemed and (ii) the make-whole amount (as defined elsewhere in
this prospectus supplement), plus, in each case, accrued and unpaid interest, if any, to (but not
including) the redemption date. See "Description of the Notes — Optional Redemption."

We may also redeem the 2023 Notes, at any time from or after May 6, 2023, the 2027 Notes, at
any time from or after September 6, 2027, the 2037 Notes, at any time from or after June 6,
2037, the 2047 Notes, at any time from or after June 6, 2047, and the 2057 Notes, at any time
from or after June 6, 2057, in each case, in whole or in part, upon giving not less than 30 days'
nor more than 60 days' notice, at 100% of the principal amount of the applicable Notes to be
redeemed, plus accrued and unpaid interest, if any, to (but not including) the applicable
redemption date. There is no sinking fund for the Notes. See "Description of the

Notes — Optional Redemption."

Upon the occurrence of a Triggering Event (as defined in "Description of the

Notes — Repurchase Upon Triggering Event"), we must make an offer to repurchase all Notes
outstanding at a purchase price equal to 101% of their principal amount, plus accrued and
unpaid interest, if any, to (but not including) the date of repurchase. See "Description of the
Notes — Repurchase Upon Triggering Event."

The Notes will be issued in minimum denominations of US$200,000 and integral multiples of
US$1,000 above that amount.

The Notes will be represented by one or more Global Notes in fully registered form without
coupons deposited with The Bank of New York Mellon as custodian for and registered in the
name of Cede & Co., as nominee of DTC.

DTC will credit the account of each of its participants with the principal amount of Notes being
purchased by or through such participant. Beneficial interests in the Global Notes will be shown
on, and transfers thereof will be effected only through, records maintained by DTC and its
direct and indirect participants. See "Description of the Notes — Book-Entry; Delivery and
Form."
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We will issue the Notes under an indenture containing covenants for the holders' benefit.
These covenants restrict our ability, with certain exceptions, to:

incur certain debt secured by liens; and

merge, consolidate or transfer all or substantially all of our assets.
See "Description of the Notes — Certain Covenants."
The Notes and the indenture governing the Notes will be governed by New York law.

The Notes will be new securities for which there is no market. Although the underwriters have
informed us that they intend to make a market in the Notes, the underwriters are not obligated
to do so and may discontinue market-making activities at any time without notice.
Accordingly, we cannot assure you that a liquid market for the Notes will develop or be
maintained.

Approval in-principle has been received for the listing and quotation of the Notes on the SGX-
ST. The SGX-ST assumes no responsibility for the correctness of any of the statements made
or opinions expressed or information contained in this prospectus supplement. Approval in-
principle granted by the SGX-ST for the listing of the Notes on the SGX-ST is not to be taken
as an indication of the merits of the offering, us, our subsidiaries or affiliates or the Notes.
Currently, there is no public market for the Notes. The Notes will be traded on the SGX-ST in
a minimum board lot size of US$200,000 for so long as the Notes are listed and quoted on the
SGX-ST and the rules of the SGX-ST so require.

For so long as the Notes are listed and quoted on the SGX-ST and the rules of the SGX-ST so
require, we will appoint and maintain a paying agent in Singapore, where the Notes may be
presented or surrendered for payment or redemption, in the event that a Global Note is
exchanged for definitive Notes. In addition, in the event that a Global Note is exchanged for
definitive Notes, an announcement of such exchange shall be made by or on behalf of us
through the SGX-ST and such announcement will include all material information with
respect to the delivery of the definitive Notes, including details of the paying agent in
Singapore.

See "Risk Factors" and the other information in this prospectus supplement for a discussion of
factors that should be carefully considered before deciding to invest in the Notes.

The Bank of New York Mellon
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RISK FACTORS

You should consider carefully all of the information in this prospectus supplement, including the risks and
uncertainties described below and our consolidated financial statements and related notes, before making an
investment in the Notes. Any of the following risks and uncertainties could have a material adverse effect on our
business, financial condition, results of operations and prospects. Additional risks or uncertainties not presently
known to us or that we currently deem immaterial may also harm our business. There can be no assurance that any
of the events discussed in the risk factors below will not occur and if such events do occur, you may lose all or part
of your investment in the Notes.

Risks Related to Our Business and Industry

Maintaining the trusted status of our ecosystem is critical to our success and future growth, and any failure to do
so could severely damage our reputation and brand, which would have a material adverse effect on our business,
financial condition and results of operations.

We have established a strong brand name and reputation for our ecosystem. Any loss of trust in our ecosystem
or platforms could harm our reputation and the value of our brand and result in consumers, merchants, brands and
other participants reducing their activity level in our ecosystem, which could materially reduce our revenue and
profitability. Our ability to maintain our position as a trusted platform is based in large part upon:

the reliability and security of our platforms as well as the commitment to high levels of service, reliability,
security and data protection by the merchants, developers, logistics providers, service providers and other
participants in our ecosystem;

the quality, breadth and functionality of products, services and functions and the quality, variety and appeal
of content available through our platforms;

the effectiveness and perceived fairness of rules governing our marketplaces and other platforms and
overall ecosystem;

the strength of our consumer and intellectual property rights protection measures; and

our ability to provide reliable and trusted payment and escrow services through our arrangements
with Alipay.

Increased investments in our business, strategic acquisitions and investments as well as our focus on long-term
performance and on maintaining the health of our ecosystem may negatively affect our margins and our
net income.

We have experienced significant growth in our profit margins and net income. However, we cannot assure you
that we will be able to maintain our growth at these levels, or at all. Our operating profit grew 65% from fiscal year
2016 to fiscal year 2017 but our net income decreased by 42%. Consistent with our focus on the long-term interests
of our ecosystem participants, we may take actions that fail to generate positive short-term financial results, and we
cannot assure you that these actions will produce long-term benefits. There can be no assurance that we will be able
to sustain our net income growth rates or our margins.
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We continue to increase our spending and investment in our business to support our future growth, including in:

expanding our core commerce offerings, such as our continuing efforts to grow Tmall Supermarket, a
supermarket category for high quality fresh produce, food products and fast moving consumer goods,
or FMCG;

strengthening our logistics network and enhancing our logistics capabilities;

researching and developing new technologies and improving our technological infrastructure and cloud
computing capacity; and
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investing in our digital media and entertainment business.

All of these initiatives are crucial to the success of our business but will have the effect of increasing our costs and
lowering our margins and profit, and this effect may be significant, at least in the short term. For example, additional
investments in our New Retail businesses, including our logistics network and logistics capabilities, will increase
our costs and expenses, including significant operating expenses, capital expenditure and related amortization costs.
Moreover, many of our business initiatives emphasize expanding our user base and enhancing user experience,
rather than initially prioritizing monetization or profitability.

Furthermore, we have made, and intend to continue to make, strategic investments and acquisitions to expand
our user base and geographic coverage and add complementary offerings and technologies to further strengthen our
ecosystem. For example, we expect to continue to make strategic investments and acquisitions relating to core
commerce (including in connection with our New Retail strategy), cloud computing and big data, digital media and
entertainment, international expansion, logistics services, local services, healthcare and new technologies, such as
artificial intelligence, or Al. Our strategic investments and acquisitions may adversely affect our future financial
results, including by decreasing our margins and net income. For example, we believe that our continuing expansion
into the digital media and entertainment sectors, our international expansion, including our acquisition of a
controlling stake in Lazada, our investments and acquisitions to transform our core commerce business, such as our
privatization of Intime and recent agreement to acquire equity interests in Sun Art, and our investments in our
logistics network and capabilities, such as our recent acquisition of a controlling stake in Cainiao Network, are
important to our overall business but will have a negative effect on our financial results, at least in the short term. In
addition, the performance of minority investments we have made and may continue making that are accounted for
under the equity method investments may also adversely affect our net income.

We may not be able to maintain or grow our revenue or our business.

We have experienced significant growth in revenue in recent years. In particular, our revenue grew 45% from
fiscal year 2014 to fiscal year 2015, 33% from fiscal year 2015 to fiscal year 2016 and 56% from fiscal year 2016 to
fiscal year 2017. Our ability to continue to generate and grow our revenue depends on a number of factors. For
example, our marketing customers do not have long-term marketing commitments with us. If our services do not
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generate the rate of return expected or offer prices that are competitive to alternatives, marketers may reduce their
spending on the marketing services we offer. See "Item 5. Operating and Financial Review and Prospects — A.
Operating Results — Factors Affecting Our Results of Operations — Our Ability to Create Value for Our Users and
Generate Revenue" and "— Our Monetization Model" in our Annual Report on Form 20-F for the year ended
March 31, 2017 incorporated by reference in the accompanying prospectus.

Our future revenue growth also depends on our ability to continue to grow our core commerce and other
businesses, including our cloud computing business, digital media and entertainment business, as well as the
businesses we have acquired or invested in and new business initiatives we may explore in the future, including in
industries in which we have limited or no experience. This requires significant investments of time and resources,
and our new businesses and initiatives may present new and difficult technological, operational and legal challenges,
as well as subject us to additional regulatory risks. For example, as we expand our digital media and entertainment
business, we may be unable to produce or license quality content on commercially reasonable terms or at all, unable
to encourage more user-generated content, fail to acquire and retain users and marketers on our digital media and
entertainment platforms, fail to anticipate or keep up with changes in user preferences, user behavior and
technological developments or fail to gain access to content distribution channels. In addition, as we continue to
invest in and enhance our logistics capabilities, we may face challenges in operating our logistics network and
cooperating with third-party logistics service providers, and we may be unable to continue to enhance our logistics
data technology and expand our logistics capacity to meet increasing demand and improve user experience. We may
also fail to identify or anticipate industry trends and competitive conditions or fail to invest sufficient resources in
new growth areas. If we are unable to successfully expand and monetize our businesses, our future revenue and
business growth may be adversely affected.
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In addition, our revenue growth may slow or our revenues may decline for other reasons, including decreasing
consumer spending, increasing competition and slowing growth of the China retail or China online retail industries
and changes in government policies or general economic conditions. In addition, although our revenue grew at a
faster rate in fiscal year 2017 than fiscal year 2016, as our revenue grows to a higher base level, our revenue growth
rate may slow in the future.

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

We face increasingly intense competition, mainly from established Chinese Internet companies, such as
Tencent, Baidu and their respective affiliates, global Internet companies, as well as certain offline retailers and e-
commerce players, including those that specialize in a limited number of product categories, such as FMCG, global
or regional cloud computing service providers and digital media and entertainment providers. We compete to:

attract, engage and retain consumers based on the variety and value of products and services listed on our
marketplaces, the engagement of digital media and entertainment content available on our platforms, the
overall user experience of our products and services and the effectiveness of our consumer protection
measures;

attract and retain merchants and brands, based on our size, the size and the engagement of consumers on
our platforms and the effectiveness of our products and services to help them build brand awareness and
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engagement, acquire and retain customers, complete transactions, expand service capabilities, protect
intellectual property rights and enhance operating efficiency;

compete to attract and retain marketers, publishers and demand side platforms operated by agencies based
on the reach and engagement of our media properties, the depth of our consumer data insights and the
effectiveness of our branding and marketing solutions;

attract other participants of our ecosystem based on access to business opportunities created by the large
scale of economic activity on our platforms, the strength of the network effect of our ecosystem, as well as
tools and technologies that help them operate and grow their businesses;

optimize the usefulness of the data and technologies we provide, including data-enabled customer
relationship management tools, marketing data and data science, media ecosystem for branding, cloud
computing services, omni-channel solutions, the data processing capability, availability and quality of
supporting services, including payment settlement and logistics services, and the quality of our customer
service;

thrive in new industries and sectors as we acquire new businesses and expand, bringing us into competition
with major players in these and other industries and sectors; and

attract motivated and capable employees, including engineers and product developers who serve critical
functions in the development of our products, services and our ecosystem.

Many of our competitors generate significant traffic, have established brand recognition, significant technological
capabilities and significant financial resources, and have built significant ecosystems around their core businesses,
such as e-commerce, social media and gaming.

In addition, as we expand our various businesses and operations into an increasing number of international
markets, including markets in which we have limited or no experience and in which we may be less well-known or
have less local resources, such as Southeast Asia, India and Russia, we increasingly face competition from domestic
and international players operating in these markets.

Table of Contents

Our ability to compete depends on a number of other factors as well, some of which may be beyond our control,
including:

the timely introduction and market acceptance of the products and services we offer, compared to those of
our competitors;
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our ability to innovate and develop new technologies;

our ability to maintain and enhance our leading position in retail commerce in China;

our ability to adapt to new international and cross-border markets in a cost-effective manner;

our ability to benefit from new business initiatives; and

alliances, acquisitions or consolidations within the Internet industry that may result in stronger competitors.

If we are not able to compete effectively, the level of economic activity and user engagement on our platforms
may decrease significantly, which could materially and adversely affect our business, financial condition and results
of operations as well as our brand.

We may not be able to maintain and improve the network effects of our ecosystem, which could negatively affect
our business and prospects.

Our ability to maintain a healthy and vibrant ecosystem that creates strong network effects among consumers,
merchants and other participants is critical to our success. The extent to which we are able to maintain and
strengthen these network effects depends on our ability to:

offer secure and open platforms for all participants and balance the interests of these participants, including
consumers, merchants, brands, service providers and others;

provide tools and services that meet the evolving needs of consumers, merchants and brands;

provide a wide range of high-quality product, service and content offerings to consumers;

attract and retain merchants and brands of all sizes;

provide merchants and brands with a high level of traffic flow with strong commercial intent and effective
online marketing services;

further enhance the attractiveness of our mobile platforms;

arrange secure and trusted payment settlement and escrow services;

improve our logistics data platform and coordinate fulfillment and delivery services with third-party
logistics service providers;

RESTRICTED



attract and retain third-party service providers that are able to provide quality services on commercially
reasonable terms to our merchants;

maintain the quality of our customer service; and

continue adapting to the changing demands of the market.

In addition, changes we may make to enhance and improve our ecosystem and balance the needs and interests
of the various participants on our ecosystem, or to comply with regulatory requirements, may be viewed positively
from one participant group's perspective, such as consumers, but may have negative effects from another group's
perspective, such as merchants. If we fail to balance the interests of all participants in our ecosystem, consumers,
merchants, brands and other participants may spend less time, mind share and resources on our platforms and
conduct fewer transactions or use alternative platforms, any of which could result in a material decrease in our
revenue and net income.
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We may not be able to maintain our culture, which has been a key to our success.

Since our founding, our culture has been defined by our mission, vision and values, and we believe that our
culture has been critical to our success. In particular, our culture has helped us serve the long-term interests of our
customers, attract, retain and motivate employees and create value for 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 people in leadership positions in our organization who share
our culture, values and mission;

failure to execute an effective management succession plan to replace our current generation of
management leaders;

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

the integration of new personnel and businesses as we expand our existing businesses and acquire
new businesses;

challenges of effectively incentivizing and motivating employees, including members of senior
management, and in particular those who have gained a substantial amount of personal wealth related to
share-based incentives;
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competitive pressures to move in directions that may divert us from our mission, vision and values;

the continued challenges of an ever-changing business environment;

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

the increasing need to develop expertise in new areas of business that affect us.

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 business, financial condition, results of operations and prospects could be materially and adversely affected.

If we are not able to continue to innovate or if we fail to adapt to changes in our industry, our business, financial
condition and results of operations would be materially and adversely affected.

The Internet industry is characterized by rapidly changing technology, evolving industry standards, new mobile
apps, protocols and technologies, new service and product introductions, new media and entertainment
content — including user-generated content — and changing customer demands and trends. Furthermore, our
competitors are constantly developing innovations in Internet search, online marketing, communications, social
networking, entertainment, logistics and other services, on both mobile devices and personal computers, to enhance
users' online experience. As a result, we continue to invest significant resources in our infrastructure, research and
development and other areas in order to enhance our technology and our existing products and services as well as to
explore new growth strategies and introduce new high quality products and services to attract more participants to
our platforms. Our investments in innovations and new technologies, which may be significant, may not increase our
competitiveness or generate financial returns in the short term, or at all, and we may not be successful at adopting
and implementing new technologies, such as Al. The changes and developments taking place in our industry 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 and adapt to these changes and developments would have a material adverse
effect on our business, financial condition and results of operations.

For example, we derive significant revenue from mobile, and the ways users access content, interact and
transact on our mobile platforms develop rapidly. We may fail to continue to offer superior user experience in order
to increase or maintain the level of mobile engagement on our platforms. The variety of technical and other
configurations across different mobile devices and platforms increases the challenges associated with this
environment, and we may fail to develop and provide products and services that work effectively with this wide
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range of configurations. If we are unable to continue to attract and retain significant numbers of mobile consumers
and increase or maintain levels of mobile engagement on our platforms, our ability to maintain or grow our business
would be materially and adversely affected.

Our failure to manage the growth of 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 grow. We have also significantly expanded our headcount, office facilities and
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infrastructure, and we anticipate that further expansion in certain areas and geographies will be required. This
expansion increases the complexity of our operations and places a significant strain on our management, operational
and financial resources. We must continue to hire, train and effectively manage new employees. If our new hires
perform poorly or if we are unsuccessful in hiring, training, managing and integrating new employees, our business,
financial condition and results of operations 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 the expected growth of our operations and personnel, we will
need to continue to improve our transaction processing, operational and financial systems, policies, procedures and
controls, which could be particularly challenging as we acquire new operations with different and incompatible
systems in new industries or geographic areas. These efforts will require significant managerial, financial and human
resources. We cannot assure you that we will be able to effectively manage our growth or to implement all these
systems, 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.

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

We have acquired and invested in a large number and a diverse range of businesses, technologies, services and
products in recent years, including investments of varying sizes in equity investees and joint ventures, and we have a
number of pending investments and acquisitions that are subject to closing conditions. See "Item 5. Operating and
Financial Review and Prospects — A. Operating Results — Recent Investment, Acquisition and Strategic Alliance
Activities" in our Annual Report on Form 20-F for the year ended March 31, 2017 and other documents
incorporated by reference in the accompanying prospectus. 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 and alliances. At any given time we may be engaged in discussing or negotiating a range of these types
of transactions. These transactions involve significant challenges and risks, including:

difficulties in and significant additional costs and expenses resulting from integrating into our operations
the diverse and large number of personnel, operations, products, services, technology, internal controls and
financial reporting of companies we acquire, and any unanticipated expenses relating to business
integration;

disruption of our ongoing business, distraction of our management and employees and increase of
our expenses;

departure of skilled professionals as well as the loss of established client relationships of the businesses we
invest in or acquire;

for investments over which we may not obtain management and operational control, we may lack influence
over the controlling partner or shareholder, which may prevent us from achieving our strategic goals in
these investments;

regulatory requirements and compliance risks as well as publicity risks that we may become subject to,
including as a result of acquisitions of businesses in new industries or geographic areas or otherwise,
especially for acquisitions of companies which are subject to heightened regulatory requirements

and scrutiny;
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actual or alleged misconduct or non-compliance by us or any company we acquire or invest in (or by its
affiliates), whether before, during or after our acquisition or investment, which may lead to negative
publicity, litigation, government inquiry or investigations against these companies or against us;

unforeseen or hidden liabilities or additional operating losses, costs and expenses that may adversely affect
us following our acquisitions or investments;

potential impairment charges or write-offs due to the changes in the fair value of our investments or
acquired companies as a result of market volatility or other reasons that we may or may not control,
particularly with respect to public investee companies, such as Alibaba Pictures, the market value of which
investment has been significantly lower than its carrying value for an extended period of time; if the fair
value of our investment in this or other equity investee companies remains below its carrying value for a
significantly longer period of time, we may need to write down the carrying value to its fair value, which
could have a material adverse effect on our financial results;

regulatory hurdles including in relation to the anti-monopoly and competition laws, rules and regulations of
China and other jurisdictions in connection with any proposed investments and acquisitions, including, in
the case of the exercise of our option in the future to acquire an equity interest in Ant Financial Services,
PRC regulations pertaining to non-bank payment companies and other relevant financial services;

the risk that any of our pending or other future proposed acquisitions and investments fails to close,
including as a result of political and regulatory challenges and protectionist policies; and

challenges in maintaining or further growing our acquired businesses, or achieving the expected benefits of
synergies and growth opportunities in connection with these acquisitions and investments, such as our
acquisition of Youku Tudou and a controlling stake in Lazada, our privatization of Intime, our recent
acquisition of a controlling stake in Cainiao Network and our recent agreement to acquire equity interests
in Sun Art.

We have concluded a number of significant acquisitions and investments in recent years, and we have limited
experience in integrating major acquisitions. As we continue to implement our New Retail strategy and further
expand our ecosystem, we expect that our acquisition and investment activity will continue at a rapid pace, with a
large number and a diverse range of target companies, we and our management will continue to face significant
challenges, including unanticipated ones, in integrating these businesses into our existing businesses.

We may face challenges in expanding our international and cross-border businesses and operations.

As we expand our international and cross-border businesses into an increasing number of international markets,
such as Southeast Asia, India and Russia, we will face risks associated with expanding into markets in which we
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have limited or no experience and in which we may be less well-known or have less local resources. We may be
unable to attract a sufficient number of customers and other participants, fail to anticipate competitive conditions or
face difficulties in operating effectively in these new markets. The expansion of our international and cross-border
businesses will also expose us to risks inherent in operating businesses globally, including:

inability to recruit international and local talent and challenges in replicating or adapting our company
policies and procedures to operating environments different than that of China;

lack of acceptance of our product and service offerings;

challenges and increased expenses associated with staffing and managing international and cross-border
operations and managing an organization spread over multiple jurisdictions;

trade barriers, such as import and export restrictions, customs duties and other taxes, competition law
regimes and other trade restrictions, as well as other protectionist policies;

differing and potentially adverse tax consequences;
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regulatory uncertainties, as well as increased and conflicting regulatory compliance requirements;

challenges caused by distance, language, business customs and cultural differences;

increased costs to protect the security and stability of our information technology systems, intellectual
property and personal data, including compliance costs related to data localization laws;

availability and reliability of international and cross-border payment systems and logistics infrastructure;

exchange rate fluctuations; and

political instability and general economic or political conditions in particular countries or regions, including
territorial or trade disputes, war and terrorism.
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As we expand further into new regions and markets, these risks could intensify, and efforts we make to expand
our international and cross-border businesses and operations may not be successful. Failure to expand our
international and cross-border businesses and operations could materially and adversely affect our business,
financial condition and results of operations.

Transactions conducted through our international and cross-border platforms may be subject to different
customs, taxes and rules and regulations, and we may be adversely affected by the complexity of and developments
in customs and import/export laws, rules and regulations in the PRC and other jurisdictions. For example, effective
as of April 8, 2016, the Notice on Tax Policies of Cross-Border E-Commerce Retail Importation, or the New Cross-
Border E-commerce Tax Notice, replaced the previous system for taxing consumer goods imported into the PRC
and introduced a 17% value-added tax, or VAT, on most products sold through e-commerce platforms and
consumption tax on high-end cosmetics. See "Item 4. Information on the Company — B. Business
Overview — Regulation — Tax Regulations" in our Annual Report on Form 20-F for the year ended March 31,
2017 incorporated by reference in the accompanying prospectus.

In addition, changes to trade policies, treaties and tariffs in the jurisdictions in which we operate, or the
perception that these changes could occur, could adversely affect our international and cross-border operations, our
financial condition and results of operations. For example, the U.S. administration under President Donald Trump
has advocated greater restrictions on trade generally and significant increases on tariffs on goods imported into the
United States, particularly from China.

We rely on Alipay to conduct substantially all of the payment processing and all of the escrow services on our
marketplaces. If Alipay's services are limited, restricted, curtailed or degraded in any way or become unavailable
to us or our users for any reason, our business may be materially and adversely affected.

Given the significant transaction volume on our platforms, Alipay provides convenient payment processing and
escrow services to us through contractual arrangements on preferential terms. These services are critical to our
platforms and the development of our ecosystem. In the twelve months ended March 31, 2017, approximately 72%
of GMV on our China retail marketplaces was settled through Alipay's escrow and payment processing services. We
rely on the convenience and ease of use that Alipay provides to our users. If the quality, utility, convenience or
attractiveness of Alipay's services declines for any reason, the attractiveness of our marketplaces could be materially
and adversely affected.

Alipay's business is subject to a number of risks that could materially and adversely affect its ability to provide
payment processing and escrow services to us, including:

dissatisfaction with Alipay's services or lower use of Alipay by consumers and merchants;

increasing competition, including from other established Chinese Internet companies, payment service
providers and companies engaged in other financial technology services;

changes to rules or practices applicable to payment systems that link to Alipay;

breach of customers' personal information and concerns over the use and security of information collected
from customers;
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service outages, system failures or failure to effectively scale the system to handle large and growing
transaction volumes;

increasing costs to Alipay, including fees charged by banks to process transactions through Alipay, which
would also increase our cost of revenues;

negative news about and social media coverage on Alipay, its business or its products and service
offerings; and

failure to manage funds accurately or loss of funds, whether due to employee fraud, security breaches,
technical errors or otherwise.

In addition, certain commercial banks in China impose limits on the amounts that may be transferred by
automated payment from customers' bank accounts to their linked accounts with third-party payment services.
Although we believe the impact of these restrictions has not been and will not be significant in terms of the overall
volume of payments processed for our China retail marketplaces, and automated payment services linked to bank
accounts represent only one of many payment mechanisms that consumers may use to settle transactions, we cannot
predict whether these and any additional restrictions that could be put in place would have a material adverse effect
on our marketplaces.

Alipay's business is highly regulated and faces challenges in managing its regulatory risks. Alipay is required to
comply with numerous complex and evolving laws, rules and regulations. In particular, regulators and third parties
in China have been increasing their focus on online and mobile payment services, and recent regulatory and other
developments could reduce the convenience or utility of Alipay users' accounts. In addition, as Alipay expands its
businesses and operations into more international markets, it will become subject to additional legal and regulatory
risks and scrutiny. Furthermore, our commercial arrangements with Alipay may be subject to anti-competition
challenges. See "— We and Ant Financial Services are subject to a broad range of laws and regulations, and future
laws and regulations may impose additional requirements and other obligations on our business or otherwise that
could materially and adversely affect our business, financial condition and results of operations," and "Item 4.
Information on the Company — B. Business Overview — Regulation — Regulation Applicable to Alipay" in our
Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the accompanying
prospectus.

If we needed to migrate to another third-party payment service or significantly expand our relationship with
other third-party payment services, the transition would require significant time and management resources, and the
third-party payment service may not be as effective, efficient or well-received by consumers and merchants on our
marketplaces. These third-party payment services also may not provide escrow services, and we may not be able to
receive commissions based on GMV transacted through these systems. We would also receive less, or lose entirely,
the benefit of the commercial agreement with Ant Financial Services and Alipay, which provides us with
preferential terms, and would likely be required to pay more for payment processing and escrow services than we
currently pay. There can be no assurance that we would be able to reach an agreement with an alternative online
payment service on acceptable terms or at all.

We do not control Alipay or its parent entity, Ant Financial Services, over which Jack Ma effectively controls a
majority of the voting interests. If conflicts that could arise between us and Alipay or Ant Financial Services are
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not resolved in our favor, they could have a negative effect on our ecosystem and materially and adversely affect
our business, financial condition, results of operations and prospects.

Although we rely on Alipay to conduct substantially all of the payment processing and all of the escrow services
on our marketplaces, we do not have any control over Alipay. Alipay provides payment services to us on
preferential terms pursuant to our long-term commercial agreement with Ant Financial Services and Alipay.
Following the divestment and subsequent equity holding restructuring related to Ant Financial Services, an entity
controlled by Jack Ma, our executive chairman, became the general partner of Hangzhou Junhan Equity Investment
Partnership, or Junhan, a PRC limited partnership, and Junao Equity Investment Partnership, or Junao,
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a PRC limited partnership, which are two major equity holders of Alipay's parent, Ant Financial Services.
Accordingly, Jack has an economic interest in Ant Financial Services and is able to exercise the voting power of the
equity interest in Ant Financial Services held by Junhan and Junao. We understand that through the exercise of this
voting power, Jack continues to control a substantial majority of the voting interests in Ant Financial Services.

If Alipay were not able to successfully manage the risks relating to its business, its ability to continue to deliver
payment services to us on preferential terms may be undermined. Furthermore, if for any reason, Alipay sought to
amend the terms of its agreements and arrangements with us, there is no assurance that Jack Ma, in light of his
voting control over Alipay's parent, Ant Financial Services, would act in our interest. If we were to lose the
preferential terms with Alipay or if Alipay is unable to successfully manage its business, our ecosystem could be
negatively affected, and our business, financial condition, results of operations and prospects could be materially
and adversely affected.

Ant Financial Services also provides other financial services to participants in our ecosystem, including wealth
management, lending, insurance and credit system, and may provide additional services in the future. Other conflicts
of interest between us, on the one hand, and Alipay and Ant Financial Services, on the other hand, may arise relating
to commercial or strategic opportunities or initiatives. Although we and Ant Financial Services have each agreed to
certain non-competition undertakings, Ant Financial Services may provide services to our competitors from time to
time and we cannot assure you that Ant Financial Services would not pursue other opportunities that would conflict
with our interests. Jack Ma may not resolve these conflicts in our favor. Furthermore, our ability to explore
alternative payment services other than Alipay for our marketplaces may be constrained due to Jack's relationship
with Ant Financial Services.

In addition, we grant share-based awards to employees of Ant Financial Services, and Junhan grants share-
based awards tied to the value of Ant Financial Services to our employees. The provision of awards to our
employees tied to the value of Ant Financial Services is intended to enhance our strategic and financial relationship
with Ant Financial Services. See "Item 7. Major Shareholders and Related Party Transactions — B. Related Party
Transactions — Agreements and Transactions Related to Ant Financial Services and its Subsidiaries — Equity-
based Award Arrangements" in our Annual Report on Form 20-F for the year ended March 31, 2017 incorporated
by reference in the accompanying prospectus. The share-based awards granted by Junhan to our employees result in
expenses that are recognized by our company. Subject to the approval of our audit committee, Jack, through his role
with us and his control over Junhan, could be in a position to propose and promote further share-based grants that
result in additional, and potentially significant, expenses to our company. Accordingly, these and other potential
conflicts of interest between us and Ant Financial Services or Alipay, and between us and Jack or Junhan or Junao,
may not be resolved in our favor, which could have a material adverse effect on our business, financial condition,
results of operations and prospects.
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Moreover, because of our close association with Ant Financial Services and overlapping user base, events that
negatively affect Ant Financial Services 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 Ant Financial Services or
any other company integral to the functioning of our ecosystem could also materially harm our reputation as well as
our business and prospects.

Our business generates and processes a large amount of data, and the improper use or disclosure of data could
harm our reputation as well as have a material adverse effect on our business and prospects.

Our business, including our e-commerce marketplace, cloud computing, entertainment and logistics businesses,
generates and processes a large quantity of personal, transaction, demographic and behavioral data. We face risks
inherent in handling and protecting large volumes of data. In particular, we face a number of challenges relating to
data from transactions and other activities on our platforms, including:

protecting the data in and hosted on our system, including against attacks on our system by outside parties
or fraudulent behavior or improper use by our employees;
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addressing concerns related to privacy and sharing, safety, security and other factors; and

complying with applicable laws, rules and regulations relating to the collection, use, storage, transfer,
disclosure and security of personal information, including any requests from regulatory and government
authorities relating to this data.

The PRC regulatory and enforcement regime with regard to data security and data protection is evolving.
According to the Cybersecurity Law, which was promulgated by the National People's Congress Standing
Committee on November 7, 2016 and took effect as of June 1, 2017, as network operators we are obligated to
provide technical assistance and support for public security and national security authorities to protect national
security or assist with criminal investigations. In addition, the Cybersecurity Law provides that personal information
and important data collected and generated by an operator of critical information infrastructure in the course of its
operations in the PRC must be stored in the PRC, and the law imposes additional data security and privacy
protection obligations on network operators. Further, on July 1, 2015, the National People's Congress Standing
Committee promulgated the National Security Law, or the New National Security Law, which took effect on the
same date and replaced the former National Security Law promulgated in 1993 and covers various types of national
security including technology security and information security. See "Item 4. Information on the Company — B.
Business Overview — Regulation — Regulation of Internet Security” in our Annual Report on Form 20-F for the
year ended March 31, 2017 incorporated by reference in the accompanying prospectus. Compliance with the
Cybersecurity Law, the New National Security Law, as well as additional 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 with users and negatively affect the value of the Notes. There are also uncertainties with
respect to how the Cybersecurity Law and the New National Security Law will be implemented in practice. PRC
regulators, including the Ministry of Industry and Information Technology, or the MIIT, and the Cyberspace
Administration of China, or the Cyberspace Administration, have been increasingly focused on regulation in the
areas of data security and data protection. We expect that these areas will receive greater attention and focus from
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regulators, as well as attract continued or greater public scrutiny and attention going forward, which could increase
our compliance costs and subject us to heightened risks and challenges associated with data security and 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 could be materially and adversely
affected.

In addition, pursuant to our data sharing agreement with Ant Financial Services and Alipay, which sets forth
data security and confidentiality protocols, and subject to relevant legal requirements and limitations, we have
agreed to a broad sharing of data with Ant Financial Services through a data sharing platform that we own and
operate. Cainiao Network, Koubei and Alibaba Pictures have also entered into agreements with us to participate in
the data sharing platform. We also grant expressly limited access to specified data on our data platform to certain
other participants in our ecosystem that provide services to merchants and consumers, such as retail operating
partners, logistics service providers, mobile app developers, independent software vendors, or ISVs, cloud
developers, marketing affiliates and various professional service providers. These ecosystem participants face the
same challenges inherent in handling and protecting large volumes of data. Any systems failure or security breach or
lapse on our part or on the part of any of our ecosystem participants that results in the release of user data could
harm our reputation and brand and, consequently, our business, in addition to exposing us to potential legal liability.

As we expand our operations into international markets, we will be subject to additional laws in other
jurisdictions where we operate and where our merchants, consumers, users, customers and other participants are
located. The laws, rules and regulations of other jurisdictions, such as the United States and Europe, may be more
comprehensive, detailed and nuanced in their scope, and impose more stringent or conflicting requirements and
penalties than those in China. Complying with laws and regulations for an increasing number of jurisdictions could
require significant resources and costs. Our continued expansion into cloud computing services, both within China
and overseas, will also increase the number of users and the amount of data hosted on our system, as well as increase
the number of jurisdictions in which we have information technology systems. This, as well as the
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increasing number of new legal requirements in various jurisdictions, such as the Russian Data Localization Law,
which came into effect on September 1, 2015, and the European Union General Data Protection Regulation, which
will come into effect in May 2018, present increased challenges and risks in relation to policies and procedures
relating to data collection, storage, transfer, disclosure, protection and privacy. Our privacy policies concerning the
collection, use and disclosure of personal data are posted on our websites. Any failure, or perceived failure, by us to
comply with our posted privacy policies or with any regulatory requirements or privacy protection-related laws,
rules and regulations could result in adverse publicity or proceedings or actions against us by governmental entities
or others. These proceedings or actions could subject us to significant penalties and negative publicity, require us to
change our business practices, increase our costs and severely disrupt our business.

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

We are constantly upgrading our platforms to provide increased scale, improved performance and additional
built-in functionality and additional capacity. Adopting new products and maintaining and upgrading our technology
infrastructure, including our data centers, cloud operating systems, big data analytics platform and logistics data
platform, require significant investments of time and resources, including adding new hardware, updating software
and recruiting and training new engineering personnel. Any failure to maintain and improve our technology
infrastructure could result in unanticipated system disruptions, slower response times, impaired quality of users'
experiences and delays in reporting accurate operating and financial information. For example, on Singles Day,
there is significantly higher than normal activity on our marketplaces that our systems must handle. In addition,
much of the software and interfaces we use are internally developed and proprietary technology. If we experience
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problems with the functionality and effectiveness of our software or platforms, or are unable to maintain and
constantly improve our technology infrastructure to handle our business needs, our business, financial condition,
results of operation and prospects, as well as our reputation, could be materially and adversely affected.

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

Our business depends on the performance and reliability of the Internet infrastructure in China and other
countries in which we operate. Substantially all of our computer hardware and a majority of our cloud computing
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 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 gross margins could be adversely affected. In addition, if Internet access fees
or other charges to Internet users increase, our user traffic may decrease, which in turn may significantly decrease
our revenues.

Our ecosystem could be disrupted by network interruptions.

Our ecosystem depends on the efficient and uninterrupted operation of our computer and communications
systems. System interruptions and delays may prevent us from efficiently processing the large volume of
transactions on our marketplaces. In addition, a large number of merchants maintain their important systems, such as
enterprise resource planning, or ERP, and customer relationship management, or CRM, systems on our cloud
computing platform, which contains substantial quantities of data relating to their accounts, transaction data,
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consumer information and other data that enables merchants to operate and manage their businesses. Increasing
media and entertainment content on our platforms also requires additional network capacity and infrastructure to
process. Consumers expect our media and entertainment content to be readily available online, and any disruptions
or delay to the delivery of content could affect the attractiveness and reputation of our media and entertainment
platforms.

We and other participants in our ecosystem, including Ant Financial Services, occasionally experience system
interruptions and delays that make websites and services temporarily unavailable or slow to respond. Although we
have prepared for contingencies through redundancy measures and disaster recovery plans and also carry business
interruption insurance, these preparations and insurance coverage may not be sufficient. Despite any precautions we
may take, the occurrence of a natural disaster, such as an earthquake, flood or fire, or other unanticipated problems
at our facilities or the facilities of Ant Financial Services and other participants in our ecosystem, including power
outages, system failures, telecommunications delays or failures, construction accidents, break-ins to information
technology systems or computer viruses, could result in delays or interruptions to our platforms, loss of our,
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consumers' and customers' data and business interruption for us and our customers. Any of these events could
damage our reputation, significantly disrupt our operations and the operations of the merchants, logistics service
providers and other participants in our ecosystem and subject us to liability, which could materially and adversely
affect our business, financial condition and results of operations.

If third-party logistics service providers used by our merchants fail to provide reliable logistics services, or the
logistics data platform operated by Cainiao Network were to malfunction, suffer an outage or otherwise fail, our
business and prospects, as well as our financial condition and results of operations, may be materially and
adversely affected.

Our merchants use third-party logistics service providers to fulfill and deliver their orders. Cainiao Network
cooperates with a number of third-party logistics service providers to help merchants on our platforms fulfill orders
and deliver their products to consumers. Cainiao Network operates a logistics data platform that links our
information system and those of logistics service providers. Interruptions to or failures in these third-parties'
logistics services, or in Cainiao Network's logistics data platform, could prevent the timely or proper delivery of
products to consumers, which would harm the reputation of our marketplaces and our ecosystem. These
interruptions or failures may be due to events that are beyond our control or the control of Cainiao Network or these
logistics service providers, such as inclement weather, natural disasters, accidents, transportation disruptions,
including special or temporary restrictions or closings of facilities or transportation networks due to regulatory or
political reasons, or labor unrest or shortages. These logistics services could also be affected or interrupted by
business disputes, industry consolidation, insolvency or government shut-downs. The merchants on our
marketplaces may not be able to find alternative logistics service providers to provide logistics services in a timely
and reliable manner, or at all. We do not have agreements with logistics service providers that require them to offer
services to our merchants. If the logistics data platform operated by Cainiao Network were to fail for any reason, the
logistics service providers would be severely hindered from or unable to connect with our merchants, and their
services and the functionality of our ecosystem could be severely affected. If the products sold on our marketplaces
are not delivered in proper condition, on a timely basis or at shipping rates that marketplace participants are willing
to bear, our business and prospects, as well as our financial condition and results of operations could be materially
and adversely affected.

If other third-party service providers on our ecosystem fail to provide reliable or satisfactory services, our
business, financial condition and results of operations may be materially and adversely affected.

Ant Financial Services and a number of other third-party participants, including retail operating partners,
logistics service providers, mobile app developers, ISVs, cloud developers, marketing affiliates and various
professional service providers, provide services to users on our platforms, including merchants, brands, consumers
and users of our cloud computing services. To the extent these service providers are unable to provide satisfactory
services to our users on commercially acceptable terms or at all or if we fail to retain existing or attract new quality
service providers to our platforms, our ability to retain, attract or engage our users may be severely limited,
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which may have a material and adverse effect on our business, financial condition and results of operations. In
addition, certain of these third-party service providers on our ecosystem have access to our user data to a limited
extent in order to provide their services. These third-party service providers also engage in a broad range of other
business activities outside of our platforms. If these third-party participants engage in activities that are negligent,
illegal or otherwise harm the trustworthiness and security of our ecosystem, including, for example, the leak or
negligent use of data, unauthorized use of our brand names, the handling, transport and delivery of prohibited or
restricted items or failure to perform their contractual obligations, or users are otherwise dissatisfied with their
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service quality on or off our platforms, we could suffer reputational harm, even if these activities are not related to,
attributable to or caused by us, or within our control.

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
suitable or qualified replacements, and may incur additional expenses to recruit and train new staff, which could
severely disrupt our business and growth. In particular, Jack Ma, our lead founder, executive chairman and one of
our principal shareholders, has been crucial to the development of our culture and strategic direction.

As our business develops and evolves, it may become difficult for us to continue to retain these employees. A
number of our employees, including many members of management, may choose to pursue other opportunities
outside of our company. 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 ecosystem 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. Competition for talent in the PRC Internet industry is intense, and the
availability of suitable and qualified candidates in China 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 is 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.

Our revenue and net income may be materially and adversely affected by any economic slowdown in China as
well as globally.

The success of our business ultimately depends on consumer spending. We currently derive a substantial
majority of our revenue from China and are also expanding into international markets. As a result, our revenue and
net income are impacted to a significant extent by economic conditions in China and globally, as well as economic
conditions specific to online and mobile commerce. The global economy, markets and levels of consumer spending
are influenced by many factors beyond our control, including consumer perception of current and future economic
conditions, political uncertainty (including potential impact resulting from political and regulatory uncertainties in
the United States and the proposed exit of the United Kingdom from the European Union), levels of employment,
inflation or deflation, real disposable income, interest rates, taxation and currency exchange rates.

The growth of the PRC economy has slowed in recent years. According to the National Bureau of Statistics of
China, China's GDP growth rate was 6.7% in 2016, down from 6.9% in 2015 and 7.4% in 2014. There have also
been concerns on 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. For
instance, the United States has expressed a desire to reexamine the trade relationship between China and the
United States, and has recently redesignated North Korea as a state sponsor of terrorism. Any disruptions
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or continuing or worsening slowdown could significantly reduce domestic commerce in China, including through
the Internet generally and within our ecosystem. Although our financial performance is mainly affected by consumer
spending, which may not be as adversely affected as other sectors of the economy, 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 consumer spending and
therefore adversely affect our business, financial condition and results of operations.

Security breaches and attacks against our systems and network, and any potentially resulting breach or failure to
otherwise protect 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.

Although we have employed significant resources to develop our security measures against breaches, our
cybersecurity measures may not detect, prevent or control all attempts to compromise our systems, including
distributed denial-of-service attacks, viruses, malicious software, break-ins, phishing attacks, social engineering,
security breaches or other attacks and similar disruptions that may jeopardize the security of information 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, we may be unable 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, although to date no
attack has resulted in any 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 liability, our reputation would be harmed and we
could sustain substantial revenue loss from lost sales and customer dissatisfaction. We may not have the resources or
technical sophistication to anticipate or prevent rapidly evolving types of cyber-attacks. Cyber-attacks may target us,
our merchants, consumers, users, customers or other participants, or the communication infrastructure on which we
depend. 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 revenue and net income. We do not carry cybersecurity insurance.

We may not be able to acquire a direct equity ownership interest in Ant Financial Services.

In August 2014, we entered into a share and asset purchase agreement, or the 2014 SAPA, to restructure the
economic terms of our relationship with Alipay and Ant Financial Services. The 2014 SAPA provides for future
potential equity issuances of up to 33% of equity interest in Ant Financial Services to us in the event that Ant
Financial Services applies for and receives certain PRC regulatory approvals in the future. In addition, in the event
of a qualified IPO of Ant Financial Services or Alipay, if our total ownership of equity interests in Ant Financial
Services, if any, has not reached 33%, we would be entitled, at our election, to receive a one-time payment equal to
37.5% of the equity value, immediately prior to a qualified IPO of Ant Financial Services, as a whole and not just of
its subsidiary Alipay. If we acquire equity interests in Ant Financial Services in an aggregate amount less than the
full 33% equity interest, then the percentage of Ant Financial Services' equity value used to calculate the liquidity
event payment will be reduced proportionately. If Ant Financial Services does not receive the required PRC
regulatory approvals mentioned above, we will not be able to acquire a direct equity ownership interest in Ant
Financial Services, and we would fail to benefit from any appreciation in its equity value beyond the date of a
qualified IPO of Ant Financial Services or Alipay. Our inability to reap the benefits of any appreciation in equity
value of Ant Financial Services, including in connection with a qualified IPO of Ant Financial Services or Alipay,
could represent a significant missed opportunity that is beyond our control. In addition, if we elect to receive a one-
time payment equal to 37.5% of the equity value, immediately prior to a qualified IPO of Ant Financial Services, it
is possible that Ant Financial Services will not have sufficient funds to make the payment in a timely
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manner or on a schedule acceptable to us. See "Item 7. Major Shareholders and Related Party

Transactions — B. Related Party Transactions — Agreements and Transactions Related to Ant Financial Services
and its Subsidiaries — 2014 Restructuring of Our Relationship with Ant Financial Services and Alipay" in our
Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the accompanying
prospectus.

Tightening of tax compliance efforts that affect our merchants could materially and adversely affect our
business, financial condition and results of operations.

E-commerce in China is still developing, and the PRC government may require operators of marketplaces, such
as our company, to assist in the collection of taxes with respect to the revenue or profit generated by merchants from
transactions conducted on their platforms. A significant number of small businesses and sole proprietors operating
businesses through storefronts on Taobao Marketplace may not have completed the required tax registration. PRC
tax authorities may enforce registration requirements that target small businesses or sole proprietors on Taobao
Marketplace and may request our assistance in these efforts. As a result, these merchants may be subject to more
stringent tax compliance requirements and liabilities and their business on our marketplaces could suffer or they
could decide to remove their storefronts from our marketplace rather than comply, which could in turn negatively
affect us. We may also be requested by tax authorities to supply information on our merchants, such as transaction
records and bank account information, and assist in the enforcement of tax regulations, including the payment and
withholding obligations against our merchants, in which case, we may lose existing merchants and potential
merchants might not be willing to open storefronts on our marketplaces. Stricter tax enforcement by the PRC tax
authorities may also reduce the activities by merchants on our platforms and result in liability to us. For example, as
a result of recent stricter enforcement on VAT and the payment of VAT refunds, we substantially increased our
allowance for doubtful accounts for VAT receivables in relation to our VAT refund service in fiscal year 2017.

Potential heightened enforcement against participants in our ecosystem (including imposition of reporting or
withholding obligations on operators of marketplaces with respect to value-added tax of merchants and stricter tax
enforcement against merchants generally) could have a material adverse effect on our business, financial condition
and results of operations.

We have been and may continue to be subject to allegations and lawsuits claiming that items listed and content
available on our marketplaces and websites are pirated, counterfeit or illegal.

We have received in the past, and we anticipate we will receive in the future, communications alleging that
items offered, sold or made available through our online marketplaces by third parties or that content we make
available through other services, such as our online video and music platforms, infringe third-party copyrights,
trademarks and patents or other intellectual property rights. Although we have adopted measures to proactively
verify the products sold on our marketplaces for infringement and to minimize potential infringement of third-party
intellectual property rights through our intellectual property infringement complaint and take-down procedures,
these measures may not always be successful. In the event that alleged counterfeit or infringing products are listed or
sold on our marketplaces or allegedly infringing content are made available through our other services, we could
face claims and negative publicity relating to these activities or for our alleged failure to act in a timely or effective
manner in response to infringement or to otherwise restrict or limit these activities. We may also choose to
compensate consumers for any losses, although we are currently not legally obligated to do so. If, as a result of
regulatory developments, we are required to compensate consumers, we would incur additional expenses.

We may implement further measures in an effort to strengthen our protection against these potential liabilities,
including working with brands and government authorities to assist in their offline investigations and taking legal
actions against sellers of counterfeit goods on our marketplaces. These measures could require us to spend
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substantial additional resources and/or experience reduced revenues. In addition, these measures may reduce the
attractiveness of our marketplaces and other services to consumers, merchants, brands and other participants.
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A merchant or online marketer whose content is removed or whose services are suspended or terminated by us,
regardless of our compliance with the applicable laws, rules and regulations, may dispute our actions and commence
action against us for damages based on breach of contract or other causes of action, make public complaints or
allegations or organize group protests and publicity campaigns against us or seek compensation. Any costs incurred
as a result of liability or asserted liability relating to the sale of unlawful goods or other infringement could harm
our business.

We also have been and may continue to be subject to allegations of civil or criminal liability based on allegedly
unlawful activities or unauthorized distribution carried out by third parties through our online marketplaces. We
have also acquired certain companies, such as Youku Tudou and a controlling stake in Lazada, which are from time
to time subject to allegations and lawsuits regarding alleged infringement of third-party intellectual property or other
rights, and we may continue to acquire other companies which are subject to similar disputes.

In addition, we have been and may continue to be subject to significant negative publicity in China and other
countries. For example, in December 2016, the Office of the U.S. Trade Representative, or USTR, identified Taobao
Marketplace as a "notorious market" that, according to submissions to the USTR by certain brands and industry
associations, facilitates substantial copyright piracy and trademark counterfeiting. The USTR may continue to
identify Taobao Marketplace as a notorious market, and there is no assurance that the USTR will not identify our
other businesses as notorious markets in the future. In January 2015, the State Administration for Industry and
Commerce in China, or SAIC, released a report stating that Taobao Marketplace had the highest percentage of
counterfeit goods among the online marketplaces that it surveyed. Subsequently, in the same month, the SAIC
released a self-described "white paper" discussing perceived failures of our platforms, including an alleged failure to
crack down on the sale of counterfeit goods and other alleged illegal activities on our China retail marketplaces.
Although the SAIC withdrew the so-called "white paper" the same day it was released, and later clarified that the
document carried no legal force, there may be continued public perception that counterfeit or pirated items are
commonplace on our marketplaces or that we delay the process of removing these items. This perception, even if
factually incorrect, and existing or new litigation and regulatory pressure or action related to intellectual property
rights protection could damage our reputation with consumers, harm our business, diminish the value of our brand
name and negatively affect the value of the Notes.

Failure to deal effectively with any fraud perpetrated and fictitious transactions conducted on our marketplaces
and other sources of customer dissatisfaction would harm our business.

We face risks with respect to fraudulent activities on our marketplaces and periodically receive complaints from
consumers who may not have received the goods that they had purchased, complaints from merchants who have not
received payment for the goods that a consumer had contracted to purchase, as well as other types of actual and
alleged fraudulent activities. Although we have implemented various measures to detect and reduce the occurrence
of fraudulent activities on our marketplaces, there can be no assurance that these measures will be effective in
combating fraudulent transactions or improving overall satisfaction among our merchants, consumers and other
participants. Additional measures that we take to address fraud could also negatively affect the attractiveness of our
marketplaces to consumers or merchants. In addition, merchants on our marketplaces contribute to a fund to provide
consumer protection guarantees. If our merchants do not perform their obligations under these programs, then we
may use funds that have been deposited by merchants in a consumer protection fund to compensate consumers. If
the amounts in the fund are not sufficient, we may choose to compensate consumers for losses although currently we
are not legally obligated to do so. If, as a result of regulatory developments, we are required to compensate
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consumers, we would incur additional expenses. Although we have recourse against our merchants for any amounts
we incur, there is no assurance that we would be able to collect from our merchants.

In addition to fraudulent transactions with legitimate consumers, merchants may also engage in fictitious or
"phantom" transactions with themselves or collaborators in order to artificially inflate their own ratings on our
marketplaces, reputation and search results rankings, an activity sometimes referred to as "brushing." This activity
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may harm other merchants by enabling the perpetrating merchant to be favored over legitimate merchants, and may
harm consumers by deceiving them into believing that a merchant is more reliable or trusted than the merchant
actually is.

Moreover, illegal, fraudulent or collusive activities by our employees could also subject us to liability or
negative publicity. We have discovered cases in which certain of our employees had accepted payments from
merchants or other service providers in order to receive preferential treatment on our marketplaces. Although we
dismiss the employees responsible for these incidents and have implemented internal controls and policies with
regard to the review and approval of merchant accounts, sales activities and other relevant matters, we cannot assure
you that our controls and policies will prevent fraud or illegal activity by our employees or that similar incidents will
not occur in the future. Any illegal, fraudulent or collusive activity could severely damage our brand and reputation
as an operator of trusted marketplaces, which could drive users and consumers away from our marketplaces, and
materially and adversely affect our business, financial condition and results of operations.

In January 2015, the SAIC discussed alleged fraudulent and fictitious transactions on our China retail
marketplaces in its self-described "white paper." Although the SAIC withdrew the so-called "white paper" the same
day it was released and later clarified that the document carried no legal force, the negative publicity and user
sentiment generated as a result of this document or other allegations of fraudulent or deceptive conduct on our
platforms could severely diminish consumer confidence in and use of our services, reduce our ability to attract new
or retain current merchants, consumers and other participants, damage our reputation, result in shareholder or other
litigation and diminish the value of our brand names, and materially and adversely affect our business, financial
condition and results of operations.

We may increasingly become a target for public scrutiny, including complaints to regulatory agencies, negative
media coverage, including social media and malicious reports, all of which could severely damage our reputation
and materially and adversely affect our business and prospects.

We process an extremely large number of transactions on a daily basis on our marketplaces, and the high
volume of transactions taking place on our marketplaces and publicity about our business creates the possibility of
heightened attention from the public, regulators, the media and our ecosystem participants. Heightened regulatory
and public concern over consumer protection and consumer safety issues may subject us to additional legal and
social responsibilities and increased scrutiny and negative publicity over these issues, due to the large number of
transactions that take place on our platforms and the increasing scope of our overall business operations, including
our recent acquisition of a controlling stake in Cainiao Network. In addition, changes in our services or policies have
resulted and could result in objections by members of the public, the media, including social media, participants in
our ecosystem or others. From time to time, these objections or allegations, regardless of their veracity, may result in
public protests or negative publicity, which could result in government inquiry or harm our reputation. Corporate
transactions we or related parties undertake, such as our acquisition of the media business of SCMP Group Limited,
which includes the South China Morning Post newspaper, our partnership with the International Olympic
Committee, our recent agreement to acquire an equity interest in Sun Art and other initiatives to implement our New
Retail strategy and expand into international markets, may also subject us to increased media exposure and public
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scrutiny in Hong Kong, China and internationally. Moreover, as our business expands and grows, both organically
and through acquisitions of and investments in other businesses, domestically and internationally, we will be
exposed to heightened regulatory scrutiny in jurisdictions where we already operate as well as in new jurisdictions in
areas including consumer safety, public health and public trust. There is no assurance that we would not become a
target for regulatory or public scrutiny in the future or that scrutiny and public exposure would not severely damage
our reputation as well as our business and prospects.

In addition, our directors and management have been, and continue to be, subject to scrutiny by the media and
the public regarding their activities in and outside Alibaba Group, which may result in unverified, inaccurate or
misleading information about them being reported by the press. Negative publicity about our executive chairman or
other founders, directors or management, even if untrue or inaccurate, may harm our reputation.
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We and Ant Financial Services are subject to a broad range of laws and regulations, and future laws and
regulations may impose additional requirements and other obligations on our business or otherwise that could
materially and adversely affect our business, financial condition and results of operations.

The industries in which we and Ant Financial Services operate in the PRC and other countries, including online
and mobile commerce and payments, financial services, cloud computing and digital media and entertainment and
other online content offerings, are highly regulated. As we and Ant Financial Services expand into new regions and
markets, we will become subject to additional regulatory compliance requirements, which may be complex and
potentially conflicting. In particular, the PRC government authorities are likely to continue to issue new laws, rules
and regulations governing these industries, enhance enforcement of existing laws, rules and regulations and impose
requirements relating to, among other things, new and additional licenses, permits and approvals or governance or
ownership structures on us, Ant Financial Services and our users. These laws, rules and regulations and their
application could take a direction that is adverse to our or Ant Financial Services' business at any time. In addition,
there is no assurance that any required licenses, permits and approvals could be obtained or any new requirements
can be satisfied in a timely or cost-effective manner, and failure to obtain them could have a material adverse effect
on our business, financial condition and results of operations. Changes in regulatory enforcement as well as tax
policy in the PRC and other countries could also result in additional compliance obligations and increased costs or
place restrictions upon our current or future operations. Any legislation or regulation of this kind could also severely
disrupt and constrain our business and the payment services used on our marketplaces.

We have from time to time been subject, and are likely again in the future to be subject, to PRC and foreign
government inquiries and investigations, including those relating to website content, alleged third-party intellectual
property infringement and securities laws and regulations. We also face scrutiny, and have been subject and
continue to be subject to inquiries and investigations, from PRC and foreign governmental bodies that focus on
cross-border trade, tax, intellectual property protection, our investment activities, human rights, user privacy and
data protection matters and fraudulent or other criminal transactions. We may also face protectionist policies and
regulatory scrutiny on national security grounds in foreign countries in which we conduct business or investment
activities. None of these inquiries and investigations has resulted in significant restrictions on our business
operations. However, 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 increase our investment in compliance and related capabilities
and systems.

The increasing sophistication and development of our user base and our expansion into the mobile and
entertainment businesses will also subject us to additional regulations and increase the need for higher standards of
user protection, privacy protection and dispute management. Any increased involvement in inquiries or
investigations could result in significantly higher legal and other costs, restraints on our ability to enforce the
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contracts we have entered into, loss of business and revenue, liability for breach of contracts with third parties,
diversion of management and other resources, as well as negative publicity, which could harm our business and
reputation and materially reduce our revenue and net income.

Ant Financial Services, which through Alipay provides the substantial majority of the payment processing
services on our marketplaces as well as other financial and value-added services, such as payment, wealth
management, lending, insurance and credit system, is subject to various laws, rules and regulations in the PRC and
other countries where it operates, including those governing banking, privacy, cross-border and domestic money
transmission, anti-money laundering, counter-terrorist financing and consumer protection laws, rules and
regulations. In recent years, the PRC government has increasingly focused on regulation of the financial industry,
including laws, rules and regulations relating to the provision of payment services. See "Item 4. Information on the
Company — B. Business Overview — Regulation — Regulation Applicable to Alipay" in our Annual Report on
Form 20-F for the year ended March 31, 2017 incorporated by reference in the accompanying prospectus. These
laws, rules and regulations are highly complex, constantly evolving and could change or be reinterpreted to make it
burdensome, difficult or impossible for Ant Financial Services to comply. For example, on August 4, 2017, the
Department of Payment and Settlement of the PBOC issued the Notice on the transfer of Online Payment
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Businesses of Non-bank Payment Institutions from the Direct Connection Mode to the Network Connection
Platform, or the Network Connection Platform Notice, requiring that from June 30, 2018, all third-party payment
institutions must process customer transactions in their online payment businesses involving bank accounts through
a designated network payment settlement platform operated by the Network Connection Settlement Company
Limited, a company established in 2017 with the PBOC General Clearance Center being the largest shareholder.
Upon the effectiveness of the Network Connection Platform Notice, the new platform will serve as the mandatory
payment settlement intermediary for any third-party non-banking payment institution on one side and the banks of
the payers and payees on the other side. As Ant Financial Services expands into international markets, it will
increasingly become subject to additional legal and regulatory compliance requirements as well as political and
regulatory challenges, including scrutiny on data privacy and security, anti-money laundering compliance and
national security grounds, to its business and investment activities in these markets. In addition, Alipay is required to
maintain a payment business license in the PRC as well as other applicable money transmitter or other licenses and
approvals in other countries where it operates. In certain jurisdictions where Alipay currently does not have the
required licenses, Alipay provides payment processing and escrow services through third-party service providers. If
Alipay or its partners fail to obtain and maintain all required licenses and approvals or otherwise fails to comply
with applicable laws, rules and regulations, if new laws, rules or regulations come into effect that impact Alipay or
its partners' businesses, or if any of Alipay's partners ceases to provide services to Alipay, its services could be
suspended or severely disrupted, and our business, financial condition and results of operations would be materially
and adversely affected.

We may be accused of infringing intellectual property rights of third parties and content restrictions of
relevant laws.

Third parties may claim that the technology used in the operation of our platforms or our service offerings or the
content on our platforms, including content available through our digital media and entertainment business, search
business, online reading platform and news feed features, infringe upon their intellectual property rights. Although
we have not in the past faced material litigation involving direct claims of infringement by us, the possibility of
intellectual property claims against us, whether in China or other jurisdictions, increases as we continue to grow,
particularly internationally. We have also acquired businesses, such as Youku Tudou, that have been, and may
continue to be, subject to liabilities for infringement of third-party intellectual property rights or other allegations
based on the content available on their websites or the services they provide. In addition, we expect our ecosystem to
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involve more and more user-generated content, including the entertainment content on Youku Tudou, the interactive
media content displayed on Taobao Marketplace and Tmall, including livestreams, as well as the data generated,
uploaded and saved by users of our cloud computing services, over which we have limited control and we may be
subject to claims for infringement of third-party intellectual property rights, or subject us to additional scrutiny by
the relevant government authorities. These claims or scrutiny, whether or not having merit, may result in our
expenditure of significant financial and management resources, injunctions against us or payment of damages. We
may need to obtain licenses from third parties who allege that we have infringed their rights, but these licenses may
not be available on terms acceptable to us or at all. These risks have been amplified by the increase in the number of
third parties whose sole or primary business is to assert these claims.

China has enacted laws and regulations governing Internet access and the distribution of products, services,
news, information, audio-video programs and other content through the Internet. The PRC government has
prohibited the distribution of information through the Internet that it deems to be in violation of PRC laws and
regulations, impairs the national dignity of China or the public interest, or is obscene, superstitious, fraudulent or
defamatory. Users of certain of our websites and platforms, including Youku Tudou, can upload content, to these
websites and platforms, which is generally referred to as "user-generated content." Due to the significant amount of
content uploaded by our users, we may not be able to identify all the videos or other content that may violate
relevant laws and regulations. If any of the information disseminated through our marketplaces and websites,
including videos and other content (including user-generated content) displayed on Youku Tudou's or our other
websites or on our Tmall set-top boxes and smart televisions powered by our YunOS that provide access to
entertainment and e-commerce content, were deemed by the PRC government to violate any content restrictions, we
would not be able to continue to display these content and could become subject to penalties, including
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confiscation of income, fines, suspension of business and revocation of required licenses, which could materially
and adversely affect our business, financial condition and results of operations. The outcome of any claims,
investigations and proceedings is inherently uncertain, and in any event defending against these claims could be both
costly and time-consuming, and could significantly divert the efforts and resources of our management and other
personnel. An adverse determination in any of these litigation matters or proceedings could cause us to pay
damages, as well as legal and other costs, limit our ability to conduct business or require us to change the manner in
which we operate and harm our reputation. As we expand our operations internationally, we expect that we will
become subject to similar laws and regulations in other jurisdictions.

We may be subject to claims under consumer protection laws, including health and safety claims and product
liability claims, if property or people are harmed by the products and services sold on our marketplaces.

Due to several high-profile incidents involving safety, including food safety, and consumer complaints that have
occurred in China in recent years, the PRC government, media outlets and public advocacy groups are increasingly
focused on consumer protection. Government authorities in other countries where we operate also place high
importance on consumer protection. Moreover, as part of our growth strategy, we expect to increase our focus on
food, food supplements and beverages, mother care, baby care and healthcare products and services, and electronics
products. For example, through Tmall Supermarket, we offer products that are frequently purchased by consumers,
such as groceries and FMCG. We have also invested in companies involved in these sectors. These activities could
expose us to increasing liability associated with consumer protection laws in those areas. Operators of e-commerce
platforms are subject to certain provisions of consumer protection laws even where the operator is not the merchant
of the product or service purchased by the consumer. For example, under applicable consumer protection laws in
China, e-commerce platform operators may be held liable for consumer claims relating to damage if they are unable
to provide consumers with the true name, address and contact details of merchants or service providers. In addition,
if we do not take appropriate remedial action against merchants or service providers for actions they engage in that
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we know, or should have known, would infringe upon the rights and interests of consumers, we may be held jointly
liable for infringement alongside the merchant or service provider. Moreover, applicable consumer protection laws
in China hold that trading platforms will be held liable for failing to meet any undertakings that the platforms make
to consumers with regard to products listed on their websites. Furthermore, we are required to report to SAIC or its
local branches any violation of applicable laws, regulations or SAIC rules by merchants or service providers, such as
sales of goods without proper license or authorization, and we are required to take appropriate remedial measures,
including ceasing to provide services to the relevant merchants or service providers. We may also be held jointly
liable with merchants who do not possess the proper licenses or authorizations to sell goods or sell goods that do not
meet product standards.

In addition, we are facing increasing levels of activist litigation in China by plaintiffs claiming damages based
on consumer protection laws. This type of activist litigation could increase in the future, and if it does, we could face
increased costs defending these suits and damages should we not prevail, which could materially and adversely
affect our reputation and brand and our results of operations.

As our business expands outside of China, we may also face increasing scrutiny from consumer protection
regulators, as well as increasingly become target for litigation, in the United States, Europe and other jurisdictions. If
claims are brought against us under any of these laws, we could be subject to damages and reputational damage as
well as action by regulators, which could have a material adverse effect on our business, financial condition and
results of operations. We do not maintain product liability insurance for products and services transacted on our
marketplaces, and our rights of indemnity from the merchants on our marketplaces may not adequately cover us for
any liability we may incur. Even unsuccessful claims could result in significant expenditure of funds and diversion
of management time and resources, which could materially and adversely affect our business operations, net income
and profitability.
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We may be subject to liability for content available in our ecosystem that is alleged to be socially destabilizing,
obscene, defamatory, libelous or otherwise unlawful.

Under PRC law and the laws of certain other jurisdictions in which we operate, we are required to monitor our
websites and the websites hosted on our servers and mobile interfaces for items or content deemed to be socially
destabilizing, obscene, superstitious or defamatory, as well as for items, content or services that are illegal to sell
online or otherwise in other jurisdictions in which we operate our marketplaces, and promptly take appropriate
action with respect to the relevant items, content or services. We may also be subject to potential liability in China
or other jurisdictions for any unlawful actions of our merchants, marketing customers or users of our websites or
mobile interfaces, or for content we distribute or that is linked from our platforms that is deemed inappropriate. It
may be difficult to determine the type of content that may result in liability to us, our websites and platforms, such
as our cloud computing services, which allow users to upload and save massive data on our cloud data centers, or
Youku Tudou, which allows users to upload videos and other content to our websites, may make this even more
difficult. If we are found to be liable, we may be subject to negative publicity, fines, have our relevant business
operation licenses revoked, or be prevented from operating our websites or mobile interfaces in China or other
jurisdictions.

In addition, claims may be brought against us for defamation, libel, negligence, copyright, patent or trademark
infringement, tort (including personal injury), other unlawful activity or other theories and claims based on the
nature and content of information posted on our platforms, including user-generated content, product reviews and
message boards, by our consumers, merchants and other participants.
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Regardless of the outcome of any dispute or lawsuit, we may suffer from negative publicity and reputational
damage as a result of these actions.

We may become the target of anti-monopoly and unfair competition claims, which may result in our being
subject to fines as well as constraints on our business.

Although the PRC Anti-Monopoly Law is relatively recent, having taken effect on August 1, 2008, PRC anti-
monopoly enforcement agencies, namely the Ministry of Commerce, or the MOFCOM, the National Development
and Reform Commission, or the NDRC, and the SAIC, have in recent years strengthened enforcement actions,
including levying significant fines, with respect to concentration of undertakings and cartel activity, mergers and
acquisitions, as well as abusive behavior of companies having market dominance. The PRC Anti-Monopoly Law
also provides a private right of action for competitors or users to bring anti-monopoly claims against companies. In
recent years, an increased number of companies have been exercising their right to seek relief under the PRC Anti-
Monopoly Law. As public awareness of the rights under the PRC Anti-Monopoly Law increases, more companies,
including our competitors, business partners and customers may resort to seeking the remedies available under the
law, such as through complaints to regulators or as plaintiffs in private ligation, to improve their competition
position, regardless of the merits of their claims.

From time to time, we may receive close scrutiny from government agencies under the PRC Anti-Monopoly
Law in connection with our business practices, investments and acquisitions. Any anti-monopoly lawsuit or
administrative proceeding initiated against us may result in our being subject to profit disgorgement, heavy fines and
various constraints on our business, or result in negative publicity which could harm our reputation and negatively
affect the value of the Notes. These constraints could include forced termination of any agreements or arrangements
that are determined to be in violation of anti-monopoly laws, required divestitures and limitations on certain pricing
and business practices, which may limit our ability to continue to innovate, diminish the appeal of our services and
increase our operating costs. These constraints could also enable our competitors to develop websites, products and
services that mimic the functionality of our services, which could decrease the popularity of our marketplaces,
products and services among merchants, consumers and other participants, and cause our revenue and net income to
decrease materially.
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Our brand name and our business may be harmed by aggressive marketing and communications strategies of our
competitors.

Due to intense competition in our industry, we have been and may be the target of incomplete, inaccurate and
false statements about our company and our products and services that could damage our and our management's
reputation and our brand and materially deter consumers from making purchases on our marketplaces. Our ability to
respond to our competitors' misleading marketing efforts may be limited during our self-imposed quiet periods
around quarter ends or due to legal prohibitions on permissible public communications by us during certain
other periods.

Our results of operations fluctuate significantly from quarter to quarter which may make it difficult to predict
our future performance.

Our results of operations fluctuate significantly from quarter to quarter. In addition, our business is
characterized by seasonal fluctuations, which may cause further fluctuations. The fourth quarter of each calendar
year generally contributes the largest portion of our annual revenues due to a number of factors, such as merchants
allocating a significant portion of their online marketing budgets to the fourth calendar quarter, promotions, such as
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Singles Day on November 11 of each year and the impact of seasonal buying patterns in respect of certain categories
such as apparel. The first quarter of each calendar year generally contributes the smallest portion of our annual
revenues, primarily due to a lower level of allocation of online marketing budgets by merchants at the beginning of
the calendar year and the Chinese New Year holiday, during which time consumers generally spend less and
businesses in China are generally closed. We may also introduce new promotions or change the timing of our
promotions in ways that further cause our quarterly results to fluctuate and differ from historical patterns. In
addition, seasonal weather patterns may affect the timing of buying decisions. For example, unexpectedly long
periods of warm weather could delay the purchase of heavier clothing items that have higher average selling prices.
The performance of our equity investees and of businesses in which we have made investments, may also result in
fluctuations in our results of operations. Fluctuations in our results of operations related to our investments may also
result from the accounting implication of re-measurement of fair values of certain financial instruments, share-based
awards and previously held equity interests upon disposal or step acquisitions. Given that the fair value movements
of the underlying equities of financial instruments, share-based awards or equity interests are beyond the control of
our management, the magnitude of the related accounting impact is unpredictable and may affect our results of
operations significantly.

Our results of operations will likely fluctuate due to these and other factors, some of which are beyond our
control. In addition, our growth in the past may have masked the seasonality that might otherwise be apparent in our
results of operations. As the rate of growth of our business declines in comparison to prior periods, we expect that
the seasonality in our business may become more pronounced. Moreover, as our business grows, we expect that our
fixed costs and expenses, such as payroll and benefits, bandwidth and co-location fees, will continue to increase,
which will result in operating leverage in seasonally strong quarters but can significantly pressure operating margins
in seasonally weak quarters.

Our quarterly and annual financial results will likely differ from our historical performance. To the extent our
results of operations are below the expectations of public market analysts and investors in the future, or if there are
significant fluctuations in our financial results, the value of the Notes could decline materially.

We may not be able to protect our intellectual property rights.

We rely on a combination of trademark, fair trade practice, patent, copyright and trade secret protection laws in
China 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 any third parties
who may access our proprietary information, and we rigorously control access to our proprietary technology and
information.
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Intellectual property protection may not be sufficient in China or other countries in which we operate.
Confidentiality agreements may be breached by counterparties, and there may not be adequate remedies available to
us for these breaches. Accordingly, we may not be able to effectively protect our intellectual property rights or to
enforce our contractual rights in China or elsewhere. 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, the litigation could result in substantial costs and a diversion of our managerial and financial
resources. We can provide no assurance that we will prevail in any litigation. In addition, our trade secrets may be
leaked or otherwise become available to, or be independently discovered by, our competitors. Any failure in
protecting or enforcing our intellectual property rights could have a material adverse effect on our business, financial
condition and results of operations.
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We may be subject to material litigation and regulatory proceedings.

We have been involved in a high volume of litigation in China and a small volume of litigation outside China
relating principally to third-party and principal intellectual property infringement claims, contract disputes involving
merchants and consumers on our platforms, consumer protection claims, employment related cases and other
matters in the ordinary course of our business. As our ecosystem expands, including across jurisdictions and through
the addition of new businesses, we may face an increasing number of these claims, including those involving higher
amounts of alleged damages. We are subject to laws and regulations in China and the other jurisdictions where our
merchants, consumers, users, customers and other participants are located. These laws, rules and regulations may
vary in their scope and impose requirements which are more stringent than, or which conflict with, those in China.
We have acquired and may acquire companies, such as Youku Tudou, that are subject to or may become subject to
litigation, including shareholder class action lawsuits in the case of companies we acquire that are or were publicly-
listed companies, as well as regulatory proceedings.

As publicly-listed companies, we and certain of our subsidiaries face additional exposure to claims and lawsuits
inside and outside China. We will need to defend against these lawsuits, including any appeals should our initial
defense be successful. The litigation process may utilize a material portion of our cash resources and divert
management's attention from the day-to-day operations of our company, all of which could harm our business. There
can be no assurance that we will prevail in any of these cases, and any adverse outcome of these cases could have a
material adverse effect on our reputation, business and results of operations. In particular, we have been named as a
defendant in certain purported shareholder class action lawsuits described in "Item 8. Financial Information — A.
Consolidated Statements and Other Financial Information — Legal and Administrative Proceedings" in our Annual
Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the accompany prospectus.
We are currently unable to estimate the possible loss or possible range of loss, if any, associated with the resolution
of these lawsuits. An unfavorable outcome from the lawsuits, including any plaintiff's appeal of the judgment in
these lawsuits, could have a material adverse effect on our consolidated financial position, results of operations, or
cash flows in the future. In addition, although we have obtained directors and officers liability insurance, the
insurance coverage may not be adequate to cover our obligations to indemnify our directors and officers, fund a
settlement of litigation in excess of insurance coverage or pay an adverse judgment in litigation.

In early 2016, the U.S. Securities and Exchange Commission, or SEC, informed us that it was initiating an
investigation into whether there have been any violations of the federal securities laws. The SEC has requested that
we voluntarily provide it with documents and information relating to, among other things: our consolidation policies
and practices (including our accounting for Cainiao Network as an equity method investee), our policies and
practices applicable to related party transactions in general, and our reporting of operating data from Singles Day.
We are cooperating with the SEC and, through our legal counsel, have been providing the SEC with requested
documents and information. The SEC advised us that the initiation of a request for information should not be
construed as an indication by the SEC or its staff that any violation of the federal securities laws has

S-32

Table of Contents

occurred. This matter is ongoing, and, as with any regulatory proceeding, we cannot predict when it will
be concluded.

The existence of litigation, claims, investigations and proceedings may harm our reputation and adversely affect
the value of the Notes. The outcome of any claims, investigations and proceedings is inherently uncertain, and in
any event defending against these claims could be both costly and time-consuming, and could significantly divert
the efforts and resources of our management and other personnel. An adverse determination in any litigation,
investigation or proceeding could cause us to pay damages as well as legal and other costs, limit our ability to
conduct business or require us to change the manner in which we operate.
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We may suffer reputational harm and the value of the Notes may decrease significantly due to business dealings
by, or connections of, merchants or consumers on our marketplaces with sanctioned countries or persons.

The U.S. government imposes broad economic and trade restrictions on dealings with certain countries and
regions, including Cuba, Iran, North Korea and Syria, or the Sanctioned Countries, and numerous individuals and
entities, including those designated as having engaged in activities relating to terrorism, drug trafficking,
proliferation of weapons of mass destruction or human rights violations, or the Sanctioned Persons. Additionally, the
U.S. government also imposes more targeted sanctions on certain dealings with countries such as Russia, among
others. Recently, the U.S. government has expanded or suggested that it will expand economic sanctions concerning
Iran, North Korea, and Russia and there is risk of further enhanced economic sanctions concerning those
geographies. In particular, the United States has recently redesignated North Korea as a state sponsor of terrorism,
which allows it to expand the sanctions on North Korea. It is not, however, possible to predict with a reasonable
degree of certainty how the regulatory environment concerning U.S. economic sanctions may develop. The United
Nations, the European Union, or the EU, the United Kingdom, or the UK, and other countries also impose economic
and trade restrictions, including on certain Sanctioned Countries and Sanctioned Persons. We do not have employees
or operations in any of the Sanctioned Countries, and, although our websites are open and available worldwide, we
do not actively solicit business from the Sanctioned Countries or Sanctioned Persons.

As a Cayman Islands company, we are generally not required to comply with U.S., UK, and EU sanctions to the
same extent as U.S., UK or EU entities. However, our U.S., UK, and EU subsidiaries, our employees who are
U.S. persons or UK or EU nationals, activities in the U.S., UK, or EU, activities involving U.S.-origin goods,
technology or services, and certain conduct or dealings involving Iran and North Korea, among other activities, are
subject to applicable sanctions requirements. In the case of Alibaba.com, our aggregate cash revenue from members
in these Sanctioned Countries in the twelve months ended September 30, 2017 accounted for approximately 0.01%
of Alibaba.com's cash revenue. In the case of AliExpress and our China retail marketplaces, an insignificant
percentage of orders have been placed by consumers from the Sanctioned Countries, with an aggregate GMV settled
of approximately US$9.4 million in the twelve months ended September 30, 2017. As all transaction fees on
AliExpress and our China retail marketplaces are paid by merchants, primarily based in China, we do not earn any
fees or commission from consumers in Sanctioned Countries in respect of transactions conducted on these
platforms.

We cannot assure you that current or future economic and trade sanctions regulations or developments will not
have a negative impact on our business or reputation. International economic and trade sanctions are complex and
subject to frequent change, including jurisdictional reach and the lists of countries, entities, and individuals subject
to the sanctions. Hence, we may incur significant costs related to current, new, or changing sanctions programs, as
well as investigations, fines, fees or settlements, which may be difficult to predict. We also could face increased
sanctions-related compliance costs and risks as we expand globally and into additional businesses, such as cloud
computing, hardware and data hosting. In addition, our expanding network of investee companies, global business
partners, joint venture partners or other parties that have collaborative relationships with us or our affiliates may
engage in activities in or with Sanctioned Countries or Sanctioned Persons, which might result in negative publicity,
governmental investigations and reputational harm. Any of the above may cause the price of the Notes to decline
significantly, and thus materially reduce the value of your investment in the Notes.
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Certain institutional investors, including state and municipal governments in the United States and universities,
as well as financial institutions, have proposed or adopted divestment or similar initiatives regarding investments in
companies that do business with Sanctioned Countries. Accordingly, as a result of activities on our marketplaces
involving users based in the Sanctioned Countries, certain investors may not wish to invest, and certain financial
institutions may not wish to lend or extend credit and may divest their investment in, or seek early repayment of
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loans to us. These divestment initiatives may negatively impact our reputation and investor sentiment with respect to
the Notes may be materially and adversely affected.

Failure to comply with the terms of our indebtedness could result in acceleration of indebtedness, which could
have an adverse effect on our cash flow and liquidity.

In addition to the Notes offered hereby, we have issued an aggregate of US$8.0 billion unsecured senior notes.
We have also entered into a five-year term loan facility of US$4.0 billion, which has been fully drawn down. In
addition, in April 2017, we replaced our US$3.0 billion revolving credit facility, which was not drawn, with a new
US$5.15 billion revolving credit facility, which we have not yet drawn. Under the terms of our unsecured senior
notes and credit facilities 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 and holders of our unsecured senior notes will
be entitled to accelerate our debt obligations. Any default under our credit facilities or unsecured senior notes 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 need additional capital but may not be able to obtain it 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, including our future
financial condition, results of operations, cash flows, trading price of our ADSs, liquidity of international capital and
lending markets and PRC governmental regulations over foreign investment and cross-border financing and the
Internet industry in the PRC. For example, although not explicitly required by statute, since May 2016, the NDRC
has been requiring offshore incorporated companies directly or indirectly controlled by PRC residents to complete
filings with the NDRC before pricing and closing of any offshore debt issuance. 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. 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 are subject to interest rate risk in connection with our indebtedness.

We are exposed to interest rate risk related to our indebtedness. The interest rates under our credit facilities and
one tranche of our unsecured senior notes with an aggregate principal amount of US$300 million (which notes have
been repaid on November 28, 2017) are based on a spread over LIBOR. As a result, the interest expenses associated
with our indebtedness will be subject to the potential impact of any fluctuation in LIBOR. Any increase in LIBOR
could impact our financing costs if not effectively hedged. Our RMB denominated bank borrowings are also subject
to interest rate risk. Although from time to time, we use hedging transactions in an effort to reduce our exposure to
interest rate risk, these hedges may not be effective.
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We may not have sufficient insurance coverage to cover our business risks.
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We have obtained insurance to cover certain potential risks and liabilities, such as property damage, business
interruptions and public liabilities. However, insurance companies in China 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 China 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 product liability insurance, nor do we maintain key-man life insurance. This could leave us exposed to
potential claims and losses. Any business disruption, litigation, regulatory action, outbreak of epidemic disease or
natural disaster could also expose us to substantial costs and diversion of resources. We cannot assure you 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 a natural disaster, widespread health epidemic or other outbreaks could have a material
adverse effect on our business, financial condition and results of operations.

Our business could be materially and adversely affected by natural disasters, such as snowstorms, earthquakes,
fires or floods, the outbreak of a widespread health epidemic, such as swine flu, avian influenza, severe acute
respiratory syndrome, or SARS, Ebola, Zika 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 our industry 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 having the swine flu, avian influenza,
SARS, Ebola, Zika or other disease epidemics, 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 revenue and
profitability could be materially reduced to the extent that a natural disaster, health epidemic or other outbreak
harms the global or PRC economy in general. Our operations could also be severely disrupted if our consumers,
merchants or other participants were affected by natural disasters, health epidemics or other outbreaks.

Risks Related to our Corporate Structure

The Alibaba Partnership and related voting agreements limit the ability of our shareholders to nominate and
elect directors.

Our articles of association allow the Alibaba Partnership to nominate or, in limited situations, appoint a simple
majority of our board of directors. If at any time the total number of directors on our board of directors nominated or
appointed by the Alibaba Partnership is less than a simple majority of the board for any reason, including because a
director previously nominated by the Alibaba Partnership ceases to be a member of our board of directors or because
the Alibaba Partnership had previously not exercised its right to nominate or appoint a simple majority of our board
of directors, the Alibaba Partnership will be entitled (in its sole discretion) to nominate or appoint such number of
additional directors to the board as necessary to ensure that the directors nominated or appointed by the Alibaba
Partnership comprise a simple majority of our board of directors.

In addition, we have entered into a voting agreement pursuant to which SoftBank, Altaba, Jack Ma and Joe Tsai
have agreed to vote their shares in favor of the Alibaba Partnership director nominees at each annual general
shareholders meeting for so long as SoftBank owns at least 15% of our outstanding ordinary shares. Furthermore,
the voting agreement provides that SoftBank has the right to nominate one director to our board until SoftBank owns
less than 15% of our outstanding ordinary shares, and that right is also reflected in our articles of association. In
addition, pursuant to the voting agreement, Altaba, Jack Ma and Joe Tsai have agreed to vote their
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shares (including shares for which they have voting power) in favor of the election of the SoftBank director nominee
at each annual general shareholders meeting in which the SoftBank nominee stands for election. Moreover, subject
to certain exceptions, pursuant to the voting agreement SoftBank and Altaba have agreed to give Jack and Joe a
proxy over, with respect to SoftBank, any portion of its shareholdings exceeding 30% of our outstanding shares and,
with respect to Altaba, all of its shareholdings up to a maximum of 121.5 million of our ordinary shares. These
proxies will remain in effect until Jack Ma owns less than 1% of our ordinary shares on a fully-diluted basis or we
materially breach the voting agreement.

This governance structure and contractual arrangement limit the ability of our shareholders to influence
corporate matters, including any matters determined at the board level. In addition, the nomination right granted to
the Alibaba Partnership will remain in place for the life of the Alibaba Partnership unless our articles of association
are amended to provide otherwise by a vote of sharecholders representing at least 95% of shares that vote at a
shareholders meeting. The nomination rights of the Alibaba Partnership will remain in place notwithstanding a
change of control or merger of our company and, for so long as SoftBank and Altaba remain substantial
shareholders, we expect the Alibaba Partnership nominees will receive a majority of votes cast at any meeting for
the election of directors and will be elected as directors. These provisions and agreements could have the effect of
delaying, preventing or deterring a change in control. As of the date of this prospectus supplement, the parties to the
voting agreement and the partners of the Alibaba Partnership held in the aggregate more than 50% of our
outstanding ordinary shares (including unvested shares and shares underlying vested and unvested awards). See
"Item 6. Directors, Senior Management and Employees — A. Directors and Senior Management — Alibaba
Partnership" in our Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the
accompanying prospectus.

The interests of the Alibaba Partnership may conflict with other parties that have interests in our company,
including holders of the Notes and our shareholders.

The nomination and appointment rights of the Alibaba Partnership limit the ability of our shareholders to
influence corporate matters, including any matters to be determined by our board of directors. The interests of the
Alibaba Partnership may not coincide with the interests of holders of the Notes and our shareholders, and the
Alibaba Partnership or its director nominees may make decisions with which other interested constituencies,
including holders of the Notes and our shareholders, disagree, including decisions on important topics such as
compensation, management succession, acquisition strategy and our business and financial strategy. For example,
because the Alibaba Partnership will continue to be largely comprised of members of our management team, the
Alibaba Partnership and its director nominees, consistent with our operating philosophy, may focus on the long-term
interests of our ecosystem participants at the expense of our short-term financial results, which may differ from the
expectations and desires of shareholders unaffiliated with the Alibaba Partnership or the holders of the Notes. To the
extent that the interests of the Alibaba Partnership differ from your interests, you may be disadvantaged by any
action that the Alibaba Partnership may seek to pursue.

Our articles of association contain anti-takeover provisions.

Our articles of association contain certain provisions that could limit the ability of third parties to acquire
control of our company, including:

a provision that grants authority to our board of directors to establish from time to time one or more series
of preferred shares without action by our shareholders and to determine, with respect to any series of
preferred shares, the terms and rights of that series;
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a provision that grants the Alibaba Partnership the right to nominate a simple majority of our board of
directors notwithstanding a change of control or merger of our company; and

a classified board with staggered terms that will prevent the replacement of a majority of directors at
one time.

These provisions could have the effect of delaying, preventing or deterring a change in control.
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SoftBank owns approximately 29% of our outstanding ordinary shares and its interests may differ from those of
our other shareholders.

As of September 30, 2017, SoftBank owned approximately 29% of our outstanding ordinary shares. Subject to
certain exceptions, SoftBank has agreed to grant the voting power of any portion of its shareholding exceeding 30%
of our outstanding ordinary shares to Jack Ma and Joe Tsai by proxy. Under the terms of the voting agreement we
entered into with SoftBank, SoftBank also has the right to nominate one member of our board of directors, and
Altaba, Jack and Joe have agreed to vote their shares (including shares for which they have voting power) in favor of
the SoftBank director nominees at each annual general shareholders meeting in which the SoftBank nominee stands
for election until such time as SoftBank holds less than 15% of our outstanding ordinary shares. SoftBank's director
nomination right is also reflected in our articles of association. Except with regard to shareholder votes relating to
the Alibaba Partnership director nominees, SoftBank will have significant influence over the outcome of matters that
require shareholder votes and accordingly over our business and corporate matters. SoftBank may exercise its
shareholder rights in a way that it believes is in its own best interest, which may conflict with the interest of our
other shareholders. These actions may be taken even if SoftBank is opposed by our other shareholders.

For more information, see "Item 7. Major Shareholders and Related Party Transactions — B. Related Party
Transactions — Transactions and Agreements with SoftBank and Yahoo — Voting Agreement" in our Annual
Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the accompanying prospectus.

If the PRC government deems that the contractual arrangements in relation to our variable interest entities do
not comply with PRC governmental restrictions on foreign investment, or if these regulations or the
interpretation of existing regulations changes in the future, we could be subject to penalties or be forced to
relinquish our interests in those operations.

Foreign ownership of certain types of Internet businesses, such as Internet information services, is subject to
restrictions under applicable PRC laws, rules and regulations. The principal regulations governing foreign
investment in our business in China include without limitation, the Guidance Catalogue of Industries for Foreign
Investment, the latest version of which came into effect on July 28, 2017 and other applicable laws, rules and
regulations. For example, foreign investors are generally not permitted to own more than 50% of the equity interests
in a value-added telecommunication service provider. Any foreign investor must also have experience and a good
track record in providing value-added telecommunications services overseas. Although according to the Notice on
Lifting the Restriction to Foreign Shareholding Percentage in Online Data Processing and Transaction Processing
Business (Operational E-commerce) promulgated by the MIIT on June 19, 2015, foreign investors are allowed to
hold up to 100% of all equity interests in the online data processing and transaction processing business (operational
e-commerce) in China, other requirements provided by the Foreign Investment Telecommunications Rules (such as
the track record and experience requirement for a major foreign investor) still apply. It is unclear how this notice
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will be implemented and there exist high uncertainties with respect to its interpretation and implementation
by authorities.

While the significant majority of our revenue was generated by our wholly-foreign owned enterprises in fiscal
year 2017, we provide Internet information services in China, which are critical to our business, through a number of
PRC incorporated variable interest entities. The variable interest entities are owned by PRC citizens who are our
founders or senior employees or by PRC entities owned by these PRC citizens, or the variable interest entity equity
holders, with whom we have contractual arrangements, or the contractual arrangements. The contractual
arrangements give us effective control over each of the variable interest entities and enable us to obtain substantially
all of the economic benefits arising from the variable interest entities as well as consolidate the financial results of
the variable interest entities in our results of operations. Although the structure we have adopted is consistent with
longstanding industry practice, and is commonly adopted by comparable companies in China, the PRC government
may not agree that these arrangements comply with PRC licensing, registration or
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other regulatory requirements, with existing policies or with requirements or policies that may be adopted in
the future.

In the opinion of Fangda Partners, our PRC counsel, the ownership structures of our material wholly-foreign
owned enterprises and our material variable interest entities in China do not and will not violate any applicable PRC
law, regulation or rule currently in effect; and the contractual arrangements between our material wholly-foreign
owned enterprises, our material variable interest entities and their respective equity holders governed by PRC law
are valid, binding and enforceable in accordance with their terms and applicable PRC laws and regulations currently
in effect and will not violate any applicable PRC law, rule or regulation currently in effect. However, Fangda
Partners has also advised us that there are substantial uncertainties regarding the interpretation and application of
current PRC laws, rules and regulations. Accordingly, the PRC regulatory authorities and PRC courts may in the
future take a view that is contrary to the opinion of our PRC legal counsel.

It is uncertain whether any new PRC laws, rules or regulations relating to variable interest entity structures will
be adopted or if adopted, what they would provide. Please also see "— Substantial uncertainties exist with respect to
the enactment timetable, interpretation and implementation of draft PRC Foreign Investment Law."

If we or any of our variable interest entities are found to be in violation of any existing or future PRC laws, rules
or regulations, or fail to obtain or maintain any of the required permits or approvals, the relevant PRC regulatory
authorities would have broad discretion to take action in dealing with these violations or failures, including revoking
the business and operating licenses of our PRC subsidiaries or the variable interest entities, requiring us to
discontinue or restrict our operations, restricting our right to collect revenue, blocking one or more of our websites,
requiring us to restructure our operations or taking other regulatory or enforcement actions against us. The
imposition of any of these measures could result in a material adverse effect on our ability to conduct all or any
portion of our business operations. In addition, it is unclear what impact the PRC government actions would have on
us and on our ability to consolidate the financial results of any of our variable interest entities in our consolidated
financial statements, if the PRC government authorities were to find our legal structure and contractual
arrangements to be in violation of PRC laws, rules and regulations. If the imposition of any of these government
actions causes us to lose our right to direct the activities of any of our material variable interest entities or otherwise
separate from any of these entities and if we are not able to restructure our ownership structure and operations in a
satisfactory manner, we would no longer be able to consolidate the financial results of our variable interest entities
in our consolidated financial statements. Any of these events would have a material adverse effect on our business,
financial condition and results of operations.
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Substantial uncertainties exist with respect to the enactment timetable, interpretation and implementation of draft
PRC Foreign Investment Law.

The MOFCOM published a discussion draft of the proposed Foreign Investment Law in January 2015 aiming
to, upon its enactment, replace the major existing laws and regulations governing foreign investment in China. The
MOFCOM completed the solicitation of comments on this draft in February 2015, and indicated in March 2017 that
it had revised the draft Foreign Investment Law based on public comments and was cooperating with the Legislative
Affairs Office of the State Council and the Law Committee of National People's Congress for the legislative
deliberation of the revised draft Foreign Investment Law. It was reported in early November 2017 that after
considering the public comments, a draft was produced for further review. However, the revised draft Foreign
Investment Law has not been made available to the public, and there are still substantial uncertainties with respect to
the enactment timetable and the final content of the Foreign Investment Law.

Among other things, the discussion draft of the Foreign Investment Law published by the MOFCOM purports
to introduce the principle of "actual control" in determining whether a company is considered a foreign invested
enterprise, or an FIE. The discussion draft specifically provides that entities established in China but "controlled" by
foreign investors will be treated as FIEs, whereas an entity organized in a foreign jurisdiction, but cleared by the
MOFCOM as "controlled" by PRC entities and/or citizens, would nonetheless be treated as a PRC domestic
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entity for investment in the "restriction category" on the "negative list." In this connection, "control" is broadly
defined in the draft law to cover any of the following summarized categories:

holding 50% or more of the voting rights or similar rights and interests of the subject entity;

holding less than 50% of the voting rights or similar rights and interests of the subject entity but having the
power to directly or indirectly appoint or otherwise secure at least 50% of the seats on the board or other
equivalent decision making bodies, or having the voting power to materially influence the board, the
shareholders' meeting or other equivalent decision making bodies; or

having the power to exert decisive influence, via contractual or trust arrangements, over the subject entity's
operations, financial, staffing and technology matters.

Once an entity is determined to be an FIE, and its investment amount exceeds certain thresholds or its business
operation falls within a "negative list" purported to be separately issued by the State Council in the future, market
entry clearance by the MOFCOM or its local counterparts would be required.

The "variable interest entity" structure, or VIE structure, has been adopted by many PRC-based companies,
including us and certain of our equity investees such as Weibo, to obtain necessary licenses and permits in the
industries that are currently subject to foreign investment restrictions in China. Under the discussion draft of the
Foreign Investment Law, variable interest entities that are controlled via contractual arrangements would also be
deemed as FIEs, if they are ultimately "controlled" by foreign investors. For any companies with a VIE structure in
an industry category that is in the "restriction category” on the "negative list," the existing VIE structure may be
deemed legitimate only if the ultimate controlling person(s) is/are of PRC nationality (either PRC state owned
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enterprises or agencies, or PRC citizens). Conversely, if the actual controlling person(s) is/are of foreign
nationalities, then the variable interest entities will be treated as FIEs and any operation in the industry category on
the "negative list" without market entry clearance may be considered as illegal.

Based on the definition of "control" in the discussion draft of the Foreign Investment Law, we believe that there
are strong basis for a determination that we and our variable interest entities are ultimately controlled by PRC
citizens for the following reasons:

Alibaba Partnership has an exclusive right to nominate and appoint up to a simple majority of the members
of our board of directors and therefore it effectively controls the board and all management decisions of
our company;

nearly all of the partners of Alibaba Partnership are PRC citizens; and

Alibaba Partnership exercises its nomination rights by a majority of votes of all its partners.

See "Item 6. Directors, Senior Management and Employees — A. Directors and Senior Management — Alibaba
Partnership" in our Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the
accompanying prospectus.

However, there are significant uncertainties as to how the control status of our company, our variable interest
entities and our equity investees with a VIE structure would be determined under the enacted version of the Foreign
Investment Law. In addition, it is uncertain whether any of the businesses that we currently operate or plan to
operate in the future through our consolidated entities and the businesses operated by our equity investees with a
VIE structure would be on the to-be-issued "negative list" and therefore be subject to any foreign investment
restrictions or prohibitions. We also face uncertainties as to whether the enacted version of the Foreign Investment
Law and the final "negative list" would mandate further actions, such as MOFCOM market entry clearance, to be
completed by companies with existing VIE structure and whether this clearance can be timely obtained, or at all. If
we or our equity investees with a VIE structure were not considered as ultimately controlled by PRC domestic
investors under the enacted version of the Foreign Investment Law, further actions required to be taken by us or
these equity investees under the enacted Foreign Investment Law may materially and adversely affect our business
and financial condition.
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In addition, our corporate governance practice may be materially impacted and our compliance costs could
increase if we were not considered as ultimately controlled by PRC entities and/or citizens under the enacted version
of the Foreign Investment Law. For instance, the discussion draft of the Foreign Investment Law purports to impose
stringent ad hoc and periodic information reporting requirements on foreign investors and the applicable FIEs. Aside
from investment implementation report and investment amendment report that would be required for each
investment and alteration of investment specifics, an annual report would be mandatory, and large foreign investors
meeting certain criteria would be required to report on a quarterly basis. Any company found to be non-compliant
with these information reporting obligations could potentially be subject to fines and/or administrative or criminal
liabilities, and the persons directly responsible could be subject to criminal liabilities.
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Our contractual arrangements may not be as effective in providing control over the variable interest entities as
direct ownership.

We rely on contractual arrangements with our variable interest entities to operate part of our Internet businesses
in China and other businesses in which foreign investment is restricted or prohibited. For a description of these
contractual arrangements, see "Item 4. Information on the Company — C. Organizational Structure — Contractual
Arrangements among Our Wholly-foreign Owned Enterprises, Variable Interest Entities and the Variable Interest
Entity Equity Holders" in our Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by
reference in the accompanying prospectus. These contractual arrangements may not be as effective as direct
ownership in providing us with control over our variable interest entities.

If we had direct ownership of the variable interest entities, we would be able to exercise our rights as an equity
holder directly to effect changes in the boards of directors of those entities, which could effect changes at the
management and operational level. Under our contractual arrangements, we may not be able to directly change the
members of the boards of directors of these entities and would have to rely on the variable interest entities and the
variable interest entity equity holders to perform their obligations in order to exercise our control over the variable
interest entities. The variable interest entity equity holders may have conflicts of interest with us or our shareholders,
and they may not act in the best interests of our company or may not perform their obligations under these contracts.
For example, our variable interest entities and their respective equity holders could breach their contractual
arrangements with us by, among other things, failing to conduct their operations, including maintaining our websites
and using our domain names and trademarks which the relevant variable interest entities have exclusive rights to
use, in an acceptable manner or taking other actions that are detrimental to our interests. Pursuant to the call option,
we may replace the equity holders of the variable interest entities at any time pursuant to the contractual
arrangements. However, if any equity holder is uncooperative and any dispute relating to these contracts or the
replacement of the equity holders remains unresolved, we will have to enforce our rights under the contractual
arrangements through the operations of PRC law and arbitral or judicial agencies, which may be costly and time-
consuming and will be subject to uncertainties in the PRC legal system. See "— Any failure by our variable interest
entities or their equity holders to perform their obligations under the contractual arrangements would have a material
adverse effect on our business, financial condition and results of operations." Consequently, the contractual
arrangements may not be as effective in ensuring our control over the relevant portion of our business operations as
direct ownership.

Any failure by our variable interest entities or their equity holders to perform their obligations under the
contractual arrangements would have a material adverse effect on our business, financial condition and results
of operations.

If our variable interest entities or their equity holders fail to perform their respective obligations under the
contractual arrangements, we may have to incur substantial costs and expend additional resources to enforce the
arrangements. Although we have entered into call option agreements in relation to each variable interest entity,
which provide that we may exercise an option to acquire, or nominate a person to acquire, ownership of the equity in
that entity or, in some cases, its assets, to the extent permitted by applicable PRC laws, rules and regulations, the
exercise of these call options is subject to the review and approval of the relevant PRC governmental authorities. We
have also entered into equity pledge agreements with respect to each variable interest entity to
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secure certain obligations of such variable interest entity or its equity holders to us under the contractual
arrangements. However, the enforcement of these agreements through arbitral or judicial agencies may be costly and
time-consuming and will be subject to uncertainties in the PRC legal system. Moreover, our remedies under the
equity pledge agreements are primarily intended to help us collect debts owed to us by the variable interest entities

RESTRICTED


file:///C:/Program%20Files%20(x86)/blp/data/CFa2233928z424b2.htm%23bg47804a_main_toc

or the variable interest entity equity holders under the contractual arrangements and may not help us in acquiring the
assets or equity of the variable interest entities.

In addition, although the terms of the contractual arrangements provide that they will be binding on the
successors of the variable interest entity equity holders, as those successors are not a party to the agreements, it is
uncertain whether the successors in case of the death, bankruptcy or divorce of a variable interest entity equity
holder will be subject to or will be willing to honor the obligations of such variable interest entity equity holder
under the contractual arrangements. If the relevant variable interest entity or its equity holder (or its successor), as
applicable, fails to transfer the shares of the variable interest entity according to the respective call option agreement
or equity pledge agreement, we would need to enforce our rights under the call option agreement or equity pledge
agreement, which may be costly and time-consuming and may not be successful.

The contractual arrangements are governed by PRC law and provide for the resolution of disputes through
arbitration or court proceedings in China. Accordingly, these contracts would be interpreted in accordance with PRC
law and any disputes would be resolved in accordance with PRC legal procedures. The legal system in the PRC is
not as developed as in some other jurisdictions, such as the United States. Moreover, there are very few precedents
and little formal guidance as to how contractual arrangements in the context of a variable interest entity should be
interpreted or enforced under PRC law, and as a result it may be difficult to predict how an arbitration panel or court
would view these contractual arrangements. As a result, uncertainties in the PRC legal system could limit our ability
to enforce the contractual arrangements. Under PRC law, if the losing parties fail to carry out the arbitration awards
or court judgments within a prescribed time limit, the prevailing parties may only enforce the arbitration awards or
court judgments in PRC courts, which would require additional expense and delay. In the event we are unable to
enforce the contractual arrangements, we may not be able to exert effective control over the variable interest entities,
and our ability to conduct our business, as well as our financial condition and results of operations, may be
materially and adversely affected.

We may lose the ability to use, or otherwise benefit from, the licenses, approvals and assets held by our variable
interest entities, which could severely disrupt our business, render us unable to conduct some or all of our
business operations and constrain our growth.

Although the significant majority of our revenues are generated, and the significant majority of our operational
assets are held, by our wholly-foreign owned enterprises, which are our subsidiaries, our variable interest entities
hold licenses and approvals and assets that are necessary for our business operations, as well as equity interests in a
series of our portfolio companies, to which foreign investments are typically restricted or prohibited under
applicable PRC law. The contractual arrangements contain terms that specifically obligate variable interest entity
equity holders to ensure the valid existence of the variable interest entities and restrict the disposal of material assets
of the variable interest entities. However, in the event the variable interest entity equity holders breach the terms of
these contractual arrangements and voluntarily liquidate our variable interest entities, or any of our variable interest
entities declares bankruptcy and all or part of its assets become subject to liens or rights of third-party creditors, or
are otherwise disposed of without our consent, we may be unable to conduct some or all of our business operations
or otherwise benefit from the assets held by the variable interest entities, which could have a material adverse effect
on our business, financial condition and results of operations. Furthermore, if any of our variable interest entities
undergoes a voluntary or involuntary liquidation proceeding, its equity holders or unrelated third-party creditors may
claim rights to some or all of the assets of the variable interest entity, thereby hindering our ability to operate our
business as well as constrain our growth.
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The equity holders, directors and executive officers of the variable interest entities may have potential conflicts of
interest with our company.
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PRC laws provide that a director and an executive officer owes a fiduciary duty to the company he or she directs
or manages. The directors and executive officers of the variable interest entities, including Jack Ma, our lead
founder and executive chairman, must act in good faith and in the best interests of the variable interest entities and
must not use their respective positions for personal gain. On the other hand, as a director of our company, Jack has a
duty of care and loyalty to our company and to our shareholders as a whole under Cayman Islands law. We control
our variable interest entities through contractual arrangements and the business and operations of our variable
interest entities are closely integrated with the business and operations of our subsidiaries. Nonetheless, conflicts of
interests for these individuals may arise due to dual roles both as directors and executive officers of the variable
interest entities and as directors or employees of our company, and may also arise due to dual roles both as variable
interest entity equity holders and as directors or employees of our company.

We cannot assure you that these individuals will always act in the best interests of our company should any
conflicts of interest arise, or that any conflicts of interest will always be resolved in our favor. We also cannot assure
you that these individuals will ensure that the variable interest entities will not breach the existing contractual
arrangements. If we cannot resolve any of these conflicts of interest or any related disputes, we would have to rely
on legal proceedings to resolve these disputes and/or take enforcement action under the contractual arrangements.
There is substantial uncertainty as to the outcome of any of these legal proceedings. See "— Any failure by our
variable interest entities or their equity holders to perform their obligations under the contractual arrangements
would have a material adverse effect on our business, financial condition and results of operations."

Furthermore, a company controlled by Jack serves as one of the general partners of a PRC limited partnership
that made a minority investment in Wasu. Yuzhu Shi, the founder, chairman and a principal shareholder of Giant
Interactive, a China-based online game company that was previously listed on the New York Stock Exchange, and
an entrepreneur with significant experience in and knowledge of the media industry in China, serves as the other
general partner and the executive partner. The interest of the general partner controlled by Jack in the limited
partnership is limited to a return of its RMB10,000 capital contribution. In addition, Simon Xie, a former employee
who is one of our founders and an equity holder in certain of our variable interest entities, is a limited partner in this
PRC limited partnership. To fund this investment, in April 2015 Simon was granted a financing with an aggregate
principal of up to RMB6.9 billion by a major financial institution in the PRC. The financing is secured by a pledge
of the Wasu shares acquired by the PRC limited partnership, and a pledge of certain wealth management products
we purchased. In addition, we entered into a loan agreement for a principal amount of up to RMB2.0 billion with
Simon in April 2015 to finance the repayment by Simon of the interest under the above financing. We expect that
these arrangements will strengthen our strategic business arrangements with Wasu to pursue our strategy of
expanding entertainment offerings to consumers. See "[tem 7. Major Shareholders and Related Party
Transactions — B. Related Party Transactions — Pledge for the Benefit of and Loan Arrangement with a Related
Party" in our Annual Report on Form 20-F for the year ended March 31, 2017 incorporated by reference in the
accompanying prospectus.

We cannot assure you that Jack Ma will act in our interest given his ability to control one of the general partners
of the PRC limited partnership invested in Wasu, nor can we assure you that he will not breach his obligations to us
as our director, including obligations not to compete with us. In addition, the interests of Mr. Shi, as an independent
third-party, may not coincide with those of Jack as the other general partner in the PRC limited partnership, or with
our interests in pursuing our entertainment strategy. If any conflicts of this kind arise between Jack and Mr. Shi in
conducting the business of the PRC limited partnership, it could potentially have a material adverse effect on our
relationship with the shareholder of Wasu and, consequently, on our ability to achieve the strategic objectives of our
alliance with Wasu. Furthermore, there is no assurance that Simon will have sufficient resources to repay the loans
in a timely manner or at all. The loan that we provided to Simon is secured by a pledge of Simon's limited
partnership interest in the PRC limited partnership. However, if Simon fails to repay the
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loan, our enforcement of our secured interests could be costly and time-consuming and would be subject to the
uncertainties in the PRC legal system.

The contractual arrangements with our variable interest entities may be subject to scrutiny by the PRC tax
authorities. Any adjustment of related party transaction pricing could lead to additional taxes, and therefore
substantially reduce our consolidated net income and the value of your investment.

The tax regime in China is rapidly evolving and there is significant uncertainty for taxpayers in China as PRC
tax laws may be interpreted in significantly different ways. The PRC tax authorities may assert that we or our
subsidiaries or the variable interest entities or their equity holders are required to pay additional taxes on previous or
future revenue or income. In particular, under applicable PRC laws, rules and regulations, arrangements and
transactions among related parties, such as the contractual arrangements with our variable interest entities, may be
subject to audit or challenge by the PRC tax authorities. If the PRC tax authorities determine that any contractual
arrangements were not entered into on an arm's length basis and therefore constitute a favorable transfer pricing, the
PRC tax liabilities of the relevant subsidiaries and/or variable interest entities and/or variable interest entity equity
holders could be increased, which could increase our overall tax liabilities. In addition, the PRC tax authorities may
impose late payment interest. Our net income may be materially reduced if our tax liabilities increase.

Risks Related to Doing Business in the People's Republic of China

Changes in the political and economic policies of the PRC government may materially and adversely affect our
business, financial condition and results of operations and may result in our inability to sustain our growth and
expansion strategies.

Most of our operations are conducted in the PRC and a substantial majority of our revenue is sourced from the
PRC. Accordingly, our financial condition and results of operations are affected to a significant extent by economic,
political and legal developments in the PRC.

The PRC economy differs from the economies of most developed countries in many respects, including the
extent of government involvement, level of development, growth rate, control of foreign exchange and allocation of
resources. Although the PRC government has implemented measures emphasizing the utilization of market forces
for economic reform, the reduction of state ownership of productive assets, and the establishment of improved
corporate governance in business enterprises, a substantial portion of productive assets in China is still owned by the
government. In addition, the PRC government continues to play a significant role in regulating industry
development by imposing industrial policies. The PRC government also exercises significant control over China's
economic growth by allocating resources, controlling payment of foreign currency-denominated obligations, setting
monetary policy, regulating financial services and institutions and providing preferential treatment to particular
industries or companies.

While the PRC economy has experienced significant growth in the past three decades, growth has been uneven,
both geographically and among various sectors of the economy. The PRC government has implemented various
measures to encourage economic growth and guide the allocation of resources. Some of these measures may benefit
the overall PRC economy, but may also have a negative effect on us. Our financial condition and results of operation
could be materially and adversely affected by government control over capital investments or changes in tax
regulations that are applicable to us. In addition, the PRC government has implemented in the past certain measures,
including interest rate increases, to control the pace of economic growth. These measures may cause decreased
economic activity. While the PRC government maintained its expansionary monetary policy in 2016, there have
been signs of continuing economic slowdown in China. Any prolonged slowdown in the Chinese economy could
lead to a reduction in demand for our services and consequently have a material adverse effect on our businesses,
financial condition and results of operations.
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There are uncertainties regarding the interpretation and enforcement of PRC laws, rules and regulations.

Most of our operations are conducted in the PRC, and are governed by PRC laws, rules and regulations. Our
PRC subsidiaries are subject to laws, rules and regulations applicable to foreign investment in China. The PRC legal
system is a civil law system based on written statutes. Unlike the common law system, prior court decisions may be
cited for reference but have limited precedential value.

In 1979, the PRC government began to promulgate a comprehensive system of laws, rules and regulations
governing economic matters in general. The overall effect of legislation over the past three decades has significantly
enhanced the protections afforded to various forms of foreign investment in China. However, China has not
developed a fully integrated legal system, and recently enacted laws, rules and regulations may not sufficiently
cover all aspects of economic activities in China or may be subject to significant degree of interpretation by PRC
regulatory agencies and courts. In particular, because these laws, rules and regulations are relatively new, and
because of the limited number of published decisions and the non-precedential nature of these decisions, and
because the laws, rules and regulations often give the relevant regulator significant discretion in how to enforce
them, the interpretation and enforcement of these laws, rules and regulations involve uncertainties and can be
inconsistent and unpredictable. Therefore, it is possible that our existing operations may be found not to be in full
compliance with relevant laws and regulations in the future. In addition, the PRC legal system is based in part on
government policies and internal rules, some of which are not published on a timely basis or at all, and which may
have a retroactive effect. As a result, we may not be aware of our violation of these policies and rules until after the
occurrence of the violation.

Any administrative and court proceedings in China may be protracted, resulting in substantial costs and
diversion of resources and management attention. Since PRC administrative and court authorities have significant
discretion in interpreting and implementing statutory and contractual terms, it may be more difficult to evaluate the
outcome of administrative and court proceedings and the level of legal protection we enjoy than in more developed
legal systems. These uncertainties may impede our ability to enforce the contracts we have entered into and could
materially and adversely affect our business, financial condition and results of operations.

PRC regulations regarding acquisitions impose significant regulatory approval and review requirements, which
could make it more difficult for us to pursue growth through acquisitions.

Under the PRC Anti-Monopoly Law, companies undertaking acquisitions relating to businesses in China must
notify MOFCOM, in advance of any transaction where the parties' revenues in the China market exceed certain
thresholds and the buyer would obtain control of, or decisive influence over, the other party. In addition, on
August 8, 2006, six PRC regulatory agencies, including the MOFCOM, the State-Owned Assets Supervision and
Administration Commission, the State Administration of Taxation, the SAIC, the China Securities Regulatory
Commission, or the CSRC, and the State Administration of Foreign Exchange, or SAFE, jointly adopted the
Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the M&A Rules, which
came into effect on September 8, 2006 and was amended on June 22, 2009. Under the M&A Rules, the approval of
MOFCOM must be obtained in circumstances where overseas companies established or controlled by PRC
enterprises or residents acquire domestic companies affiliated with such PRC enterprises or residents. Applicable
PRC laws, rules and regulations also require certain merger and acquisition transactions to be subject to security
review.

Due to the level of our revenues, our proposed acquisition of control of, or decisive influence over, any
company with revenues within China of more than RMB400 million in the year prior to any proposed acquisition
would be subject to MOFCOM merger control review. As a result of our size, many of the transa