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CHAIRMAN’S STATEMENT

Dear Shareholders,

Only time will tell the good from the bad. For an enterprise, time is the touchstone to verify whether its business
model and investments are scientific and reasonable, and whether they can create value.

We are delighted to see that as the healthcare flagship of Alibaba Group Holding Limited (“Alibaba Holding”,
together with its subsidiaries, “Alibaba Group”), Alibaba Health Information Technology Limited (the “Company”) and
its subsidiaries (the “Group”) made significant progress in the past year. As quantified by the financial data, the
Group’s revenue and gross profit increased rapidly year-on-year, with substantial reduction in annual loss and
continued improvement in operating cash flow. Meanwhile, we are also grateful to Alibaba Group for providing the
Group with strategic support for a larger business scale in the future through its business and capital injections.

Looking around, China’s medical and healthcare industry, in which we operate, has tremendous growth
opportunities. On the one hand, there is still a considerable gap between the healthcare expenditure in China and
in developed countries as a proportion of GDP. On the other hand, there are plenty of opportunities for enhancing
efficiency in the existing medical and healthcare industry through information technology, digitization and artificial
intelligence. Four years ago, Alibaba Group was optimistic about the future development of this area and decided
to develop its healthcare initiatives separately, by investing in the Group as its healthcare flagship. Today, after four
years, the Group will use its pharmaceutical e-commerce business as a starting point to continue to enhance its
creative and innovative capabilities through active participation in the reform of the pharmaceutical, medical and
health management industry, so as to realize its vision of “providing fair, affordable and accessible medical and
healthcare services to 1 billion people”.

Compared to the vast Chinese pharmaceutical market, the penetration of e-commerce in the area remains low,
leaving huge potential for the market’s development. Meanwhile, China’s retail pharmacies also have much room for
improvement in terms of digital transformation, supply chain optimization and service specialization. The Group
believes that online and offline pharmacies have their own advantages. New retail pharmacies that combine online
and offline configurations through technology and model innovation will enhance the efficiency of the
pharmaceutical and healthcare product supply chain for the benefit of both market participants and consumers. The
increases in channel coverage and efficiency will also help the Group develop its upstream supply chain, thereby
contributing to the improvement of quality and enhancement of circulation efficiency of medical and healthcare
products. During the year, the Group became the largest pharmaceutical e-commerce vendor in China. At the
same time, the total gross merchandise volume of Tmall's pharmaceutical categories in respect of which the Group
provided outsourced and value-added services and of the Group’s health food category e-commerce platform
services business which it acquired from Alibaba Group exceeded RMB30 billion in 2017. The Group will continue
to balance its self-operated and platform services businesses from the perspective of consumers. At the same
time, it will actively explore new online and offline integrated retail models and actively cooperate with offline
pharmacies.

In the medical field, the Group believes that it is not enough to provide services to users online. It is necessary to
promote digital transformation within offline medical institutions and to connect them with one another. From the
beginning, Alibaba Health has positioned itself as a technology company in the medical and healthcare sector. Our
unwavering ambitions are to use the Internet to help traditional medical institutions achieve digital transformation
and upgrade, use artificial intelligence to help doctors and hospitals improve efficiency, and increase the supply of
medical resources. During the year, the number of licensed physicians, licensed pharmacists and nutritionists who
had contracted with the Group to provide online health consultation services reached nearly 23,000, allowing users
to obtain professional guidance online in a convenient and real-time manner. Meanwhile, the Group also invested a
lot of manpower and resources in its cooperation with leading hospitals and experts in the medical community to
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create artificial intelligence (Al) medical analysis engines to help medical institutions improve the efficiency of
scientific research, operations and diagnosis. During the year, the Group launched its medical Al series “Doctor
You”, which has made considerable progress in intelligent engines such as image detection and chronic disease
screening, and includes areas such as CT pulmonary nodules, diabetes and electroencephalograms, and has put
these engines into use in a number of partnering institutions. Through big data and medical Al technologies and
services, we will connect the government and medical institutions, serve medical personnel and patients, and use

Internet hospitals and medical Al as key products to forge a closed loop of intelligent medical services.

Thanks to the complete ecosystem built by Alibaba Group, we have access to Taobao, Tmall, Alipay, DingTalk, UC,
Youku and other Alibaba mobile applications to seamlessly offer our medical and healthcare products and
healthcare management services to consumers with different needs according to different scenarios, resulting in the
establishment of a rapidly growing and stable user base. During the year, the Group actively constructed a
personal health management platform and provided users with extensive and personalized health management
services through third-party partners, based on which personalized electronic health management tools were
gradually forged to help users better prevent and treat diseases as part of their daily health management. As at the
end of the year, the number of active users of the health management tools reached 28 million. The Group also
took the lead in establishing Beijing Yizhilu Artificial Intelligence Medical Information Technology Research Institute*
(bR EME A LR EE BRI 75Ft) and brought together various parties to jointly build a health knowledge
platform to provide professional and comprehensive health guidance and disease education to users as a public
service.

Our mature product tracking business also won recognition from manufacturers version after version. At present,
the Group’s “Ma Shang Fang Xin” tracking platform covers more than 80% of pharmaceutical manufacturers in
China. Its customer base has also been expanded to 20 industries, including food, alcohol, nutritional products,
cosmetics, agricultural and animal husbandry products, and fast-moving consumer goods. The Group will continue
to build on the product tracking platform, and work with enterprises, industry organizations and the government to
create efficient and interactive tools that connect upstream enterprises and downstream consumers, with the goal
of developing a safe and reliable information channel between businesses and consumers.

Shareholders, we have full respect for and take seriously our healthcare business undertakings which involve the
well-being of billions of Chinese people, and we are fully aware of the difficulties ahead. However, this ever-
changing Internet age has made many things that were once considered impossible possible. Looking back on
today many years later, we may find that our path has become ever clearer. By continuing to step up the Group’s
investment in outstanding talent and in innovative technologies and by closely collaborating with Alibaba Group’s
affiliates and business partners in various fields, we believe that the Group will be well-positioned in the digitization
and intelligent upgrade of the medical and healthcare industry, and will be able to keep up momentum for further
development.

Finally, 1 would like to take this opportunity to express my sincere gratitude to our shareholders, business partners,
users, and all of our staff for their long and unwavering support!

WU Yongming
Chairman

May 16, 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

In 2017, China’s economy remained stable with an upward trend and China’s gross domestic product increased
by 6.9% year-on-year. China’s economic development shifted from high-speed growth to high-quality advancement
and the Chinese government strongly implemented innovative growth strategies. The deepening integration of the
Internet, big data and Al with the real economy has promoted the optimization and upgrade of traditional
industries. Meanwhile, the upgrading of consumer demand towards discretionary items has also effectively
stimulated economic growth.

“Healthy China (£ # )" is a key strategy for the next stage of China’s development. As China’s medical and
healthcare system reforms continued to intensify, medical and healthcare reform policies were rolled out
successively. In 2017, the State Council cancelled the Type A, B and C licences for Internet drug trading, signifying
China’s relaxation of entry barriers to allow enterprises to expand into the pharmaceutical e-commerce sector more
easily. In December 2017, the promulgation of the Measures for the Supervision and Administration of Online Sale
of Medical Devices" ((EBERMABBIHSEEETIEIE)) by the former China Food and Drug Administration (the
“CFDA”) provided a legal basis for the development of online sales of medical devices, facilitating the healthy and
orderly development of the industry and the growth of compliant enterprises. The institutional reform of the State
Council in March 2018 further rationalized the top-level structure for pharmaceutical and medical regulation. Based
on the original three-pronged medical system, a high-level integration was undertaken to bring closely related
functions that could create positive synergies together, laying a good foundation for further reforms. On April 12,
2018, it was determined at the executive meeting of the State Council that the development of “Internet +
Healthcare” should be accelerated to improve the efficiency of medical services, so that patients could be subject
to less running around and more people could share premium medical resources. First, the provision of online
services such as consultation appointment booking and check-up results enquiry in class 2 or higher hospitals
should be expedited and medical institutions should be allowed to start providing Internet-based medical services.
Second, remote medical services should be developed to cover all medical associations and county-level hospitals,
the allocation or sharing of premium medical resources in East China to meet the needs of central and western
regions in China should be encouraged, and a dedicated Internet channel should be established to cater for the
requirements of remote medical services. Third, “smart” review and approval of medical insurance claims and “one-
stop” settlement should be promoted to create a complete and standardized “Internet + Healthcare” system.

China’s pharmaceutical market has been flourishing in a healthy and stable manner, driven by growth in GDP,
greater spending power, an aging population, urbanization and upgrade of consumption structure. Despite
increasingly intense competition, China’s pharmaceutical distribution industry is expected to become more regulated
and concentrated as medical reforms mainly aimed at the “separation of drug dispensation from drug prescription”
continue to be implemented. There is huge room for growth and industrial integration in China’s pharmaceutical
distribution industry. In respect of medical and healthcare services, with the widening imbalance between the
growing demands of citizens and the limited supply of medical and healthcare resources, the application of Internet
and digital technologies (including remote medical treatment, digital healthcare products, big data, and Al) in the
medical field presents new ways to improve diagnosis and treatment efficiency, facilitate personal health
management and help prevent and diagnose disease at an earlier stage, to effectively mitigate' such imbalance. The
business opportunities brought about by various innovative models will also drive the future growth of the industry.
Overall, the pharmaceutical and healthcare industry will be one of the sectors with the greatest growth potential in
the future.



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

As the pharmaceutical and healthcare flagship of Alibaba Group Holding Limited (“Alibaba Holding”, together with
its subsidiaries, “Alibaba Group”), the Group, whose mission is to “make good health achievable at the fingertips”,
has been strengthening the foundation of its pharmaceutical and healthcare businesses and actively planning for its
future. With the vision of “facilitating medicine through big data and using the Internet to change the face of
healthcare to provide fair, affordable and accessible medical and healthcare services to 1 billion people”, the Group
has been striving to expand its healthcare product and service sales business, actively build up Internet-based
medical services and personal health management platform, explore intelligent medicine by using Al and big data
analysis technologies, and continue to develop its product tracking business.

° Healthcare product and service sales business

The Group has been actively utilizing Internet technologies to build an omni-channel healthcare product and
service supply and new retail system that covers the whole industry chain.

Capitalizing on its established online platform strengths and its understanding of the market and users, the
Group connects upstream industry chain players (e.g. manufacturers and leading distributors) to offline
pharmaceutical retail chains to facilitate product circulation along the whole chain and strives to offer quality
products and services to downstream players and consumers at competitive prices. A comprehensive supply
system helps to boost efficiency in the supply chain by bringing manufacturers, distributors and consumers
closer together so that manufacturers can deliver their professional services more directly to consumers. Such
enhanced connection is conducive to satisfying consumer needs and exploring and creating new
consumption demand. During the year, the Group established good relationships with many pharmaceutical,
nutritional health and healthcare supplement manufacturers, as well as leading pharmaceutical distributors in
China, who are our important business partners.

Meanwhile, the Group continued to explore the new retail concept for pharmaceutical sales, focusing on
consumer needs to establish a one-stop health consumption service platform catering to specific consumer
groups and scenarios. The platform provides consumers with a wide variety of healthcare products, contents
and convenient services, offering an online and offline integrated high-quality consumer experience.

Self-operated healthcare product sales

During the vyear, revenue from the Group’s self-operated healthcare product sales business reached
RMB2,149.1 million, with the Group’s self-operated online stores (AliHealth Pharmacy” (P & 42 fE X %% ),
AliHealth overseas flagship store and AliHealth flagship store) accumulating more than 15 million annual active
consumers. Revenue from online self-operated stores sales showed impressive growth, fueled by the Group’s
operational and brand strengths as well as its business team’s effective execution. Meanwhile, there were
also significant improvements in the performance and capability of our warehousing, logistics, customer
service and other supporting systems and services, which facilitated better quality control over products and
services as well as a deeper understanding of the specific demands of different consumer groups.
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MANAGEMENT DISCUSSION AND ANALYSIS

E-commerce platform services

During the year, the Group continued to provide outsourced and value-added services, including merchant
business development, customer services for merchants and technical support, for certain pharmaceutical-
related categories (including drugs, medical devices, contact lenses, family planning products, and medical
and healthcare services) on the Tmall platform for which it charged service fees. Given the rising awareness
of nationals towards healthcare consumption, the continued strong growth of Tmall’s e-commerce platform for
pharmaceutical categories resulted in stable and fast growth of service income of the Group.

During the year, the Group also acquired the health food category e-commerce platform services business
from Alibaba Group. Given that the penetration rate of, and per capita spending on, healthcare products in
China have remained far lower than those of countries such as the US and Japan, as Chinese disposable
income continues to rise, awareness of consumption on healthy living continues to grow and standardization
of the Chinese healthcare product market continues, the market still shows potential and trend for continued
rapid growth.

Through the Group’s operation of e-commerce platform service business, the gross merchandise volume
(“GMV”) of Tmall Pharmacy (KIf % % 68) reached nearly RMB40 billion, of which the GMV of Tmall’s
pharmaceutical categories in respect of which the Group provided outsourced and value-added services and
the GMV of the health food category e-commerce platform services business acquired from Alibaba Group in
2017 exceeded RMB30 billion in aggregate.

Future prospects

With the innovation of technologies such as mobile Internet and Internet of Things and changes in Chinese
consumption concepts, the new retail model which reconstructs business elements such as people, goods
and markets is changing the shopping habits of consumers. Alibaba Group has been implementing the new
retail model in various fields by integrating online and offline services to realize an effective communion of
merchandise, membership, transaction and marketing data, to provide customers with a seamless cross-
channel shopping experience and Alibaba Health has been following suit. By creating an integrated online and
offline pharmaceutical ecology, and allowing for membership, merchandise and marketing data to be
combined, Alibaba Health is working to connect to users in a comprehensive and personalized manner
through technologically driven business innovation, and thereby gradually exploring its own direction towards
the new retail model concept. In addition, Alibaba Health will continue to focus on addressing the problems
faced by consumers when purchasing medical and healthcare products and services, and improving product
and service quality control to enhance user experience, and will strive to build the best and most reliable
healthcare product and service platform for consumers.
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° Internet-based medical services and personal health management platform

During the year, the Group established Alibaba Health Network Hospital Limited" (P B fi2 FE 484 B R B R A
A]) in Guangzhou which obtained the medical institution business license. Based on this, the Group actively
organized professionals such as medical practitioners and pharmacists to provide multi-faceted, multi-level,
professional and convenient health consultation services and guidance for users of the Taobao, Tmall, Alipay
and AliHealth mobile applications. As at the end of the year, nearly 23,000 medical practitioners, pharmacists
and nutritionists had signed up with the Group to provide online health consultation services to users,
providing an average of more than 50,000 consultation sessions daily by working through shifts. At the same
time, the Group also sought to introduce Al during the consultation service process to further enhance
consultation efficiency and user experience.

The Group also actively built a personal health management platform based on automatic analysis of online
and offline personal health data authorized by users to form personal health records and health indicators in
order to provide users with personalized medical services and full-cycle health management. The Group is
responsible for operating the medical and health segment in a number of applications for Alibaba Group. For
instance, the Group is responsible for operating the “My Health” service in the Taocbao mobile application.
During the year, the number of active users who had used the “My Health” service reached 28 million. The
Group also cooperated with third-party agencies to provide users with weight reduction, exercise
management, childcare and health preservation tools. During the year, the Group also collaborated with
various medical and health service organizations to launch a vaccination service platform, conducted disease
education for the public and provided free online consultation services. Users could also look up online the
telephone number, address and working hours of vaccination agencies near to them. As at the end of the
year, the Group’s vaccination service platform covered more than a thousand vaccination service points
across more than a hundred cities, and provided vaccination education to nearly 200 million people, thereby
providing the public with a new and convenient disease prevention service experience. During the year, the
Group took the lead in setting up Beijing Yizhilu Artificial Intelligence Medical Information Technology
Research Institute” (b B &N EE A T 45 88 B8 15 B U fiT A 5t Bx) and brought together various parties to jointly
build a health knowledge platform to provide professional and comprehensive health guidance and disease
education to users as public service.
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MANAGEMENT DISCUSSION AND ANALYSIS

Future prospects

China is still facing the problems of a lack of high-quality primary care services as well as the scarcity and
uneven distribution of quality medical resources. The intervention of Internet and mobile technologies in the
traditional medical services market can promote better utilization of medical resources and reduce costs and
time spent by patients for treatment. In April 2018, the executive meeting of the State Council considered
and adopted the Opinions on Promoting the Development of “Internet + Healthcare™ (B8 e 1 [ B B 49+ 55
BERE|EESNER)). In the field of Internet-based medical services, China is encouraging innovation while
making clear the bottom line for supervision and safety, which is conducive to the orderly and healthy
development of the sector. The Group will continue to expand the breadth and depth of Internet-based
medical services that it provides. Furthermore, the Group will also examine in detail and comply with China’s
administrative measures for Internet diagnosis and treatment, ensure the safety and quality of the services
provided, uphold data security and personal privacy, and provide citizens with multi-level and diversified
Internet medical and healthcare services in an innovative yet compliant manner.

An ounce of prevention is worth a pound of cure. Through good health management and proactive
prevention, we seek to control diseases from the source and reduce or even eliminate the risk of falling ill.
This is the fundamental way to effectively ensure the well-being of the people and to save social resources.
The Group is cooperating with various parties to build a health knowledge map to provide users with
professional and comprehensive health guidance. The Group will also continue to expand beyond its current
business scope and cooperate with like-minded parties to provide users with more personalized, professional
and intelligent health management solutions. Using data accumulated through the provision of a wide variety
of services and leveraging upon our data analysis capabilities, the Group aims to establish a personalized
electronic health record for the public and promote integrated healthcare services throughout the entire life
cycle, covering prevention, treatment, rehabilitation and health management.

Intelligent medicine

The Group has been actively cooperating with governments, hospitals, research institutes, colleges and other
external organizations to explore the Internet + Healthcare intelligent medicine model, which covers areas
such as Internet hospitals, Internet medical associations, medical research platforms, medical education
scenario simulation platforms, clinical decision support systems, cloud-based remote imaging platforms and
solutions for blockchain data security.

Capitalizing on its strong cloud computing and healthcare big data mining and analytical capabilities and
through cooperation with external institutions, the Group is committed to building an Al medical system that
will have real-life application and rolled out Al engines for various diseases. During the year, the Group
launched its Al medical system “Doctor You”, made considerable progress in the development of intelligence
engines for image examination and chronic disease screening in areas such as CT pulmonary nodules,
diabetes and electroencephalogram, and put them into use in a number of partner institutions.
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During the year, the Group signed agreements with more than ten triple-A graded hospitals, including The
First Affiliated Hospital of Medical School of Zhejiang University, The Second Affiliated Hospital of Medical
School of Zhejiang University and Xin Hua Hospital Affiliated to Shanghai Jiao Tong University School of
Medicine, to promote the application of intelligent medicine in the fields of Al research, talent development
and smart hospitals. Initiatives under these agreements include: establishing a laboratory for medical Al
projects to promote the application of technologies such as Al and data mining in medical rescue and
treatment in Zhejiang Province; setting up a national-tier medical talent intelligent training platform that
connects medical institutions and private establishments and enterprises across the country to develop an
intelligent training management platform for practitioners that provides standardized information and
programme-based systematic training; and establishing a model smart hospital, which includes building a
mixed hospital cloud platform, a pediatric medical association cloud platform and a medical research data
platform, and enabling mobile payments for all hospital services in the hospital.

Future prospects

The Internet, big data and various innovative technologies have created new opportunities to solve the issues
facing the medical and healthcare sector. In 2016 and 2017, the State Council issued notices regarding the
Guiding Opinions of the General Office of the State Council on Promoting and Regulating the Development of
Healthcare Big Data Applications” ((BIFF i REBRREMAHEREFABBERERAZENEEER))
and the Development Plan for the New Generation of Artificial Intelligence” ({(FF—t A L& 83 R R 2)))
respectively, stating the need to keep up with the latest developments in information technology and its goals
to regulate and promote the integration, sharing and open application of healthcare and medical big data;
and identifying Al as a strategic technology for the future, thereby signifying that the Internet + Healthcare
campaign is entering the era of cutting-edge technologies such as big data, Al technologies and cloud
medical associations. Against this backdrop, the Group aspires to create a closed loop of comprehensive
intelligent medical services by linking governments, medical institutions, patients and healthcare professionals
through such major products as Internet hospital and Al healthcare solutions with its big data and Al
healthcare technologies and services.

In cooperation with its partners, the Group will continue to provide healthcare big data applications and
solutions to governments and offer information-based and intelligent solutions for medical institutions of
different levels to become a platform through which healthcare information system technology companies can
provide their services. The AliHealth platform will empower different participants in the healthcare industry
chain by allowing convenient access and high-quality services, to provide consumers with easy access to
intelligent medical services.

ALIBABA HEALTH Information Technology Limited 2018 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

Tracking services

As disclosed in the Company’s annual report for the year ended March 31, 2017 published on June 25,
2017, following the publication by the former CFDA of the Decision of the China Food and Drug
Administration Regarding Amendment of the Good Supply Practice for Pharmaceutical Products (CFDA Order
No. 28) (KEIRRmEmEEERARFANER( EMKEEEE BRI NARE)N ERRnEREEER
42855 55285%)) (Order No. 28), the Company completed the work on the finalization of the product
identification, authentication and tracking system for the drug industry (the “Drug PIATS”) under the former
CFDA'’s direction.

The Chinese government attaches great importance to the construction of product tracking systems and
recognizes their importance in enhancing supply chain efficiencies and product quality and safety standards,
encouraging circulation transformation, upgrade and innovation, establishing information-based monitoring and
regulatory systems, as well as fostering a safe consumption environment. As such, the Group continued to
develop its Ma Shang Fang Xin platform. Leveraging on the strong computational and data processing
capacity of Alibaba Cloud, such platform is capable of processing mega-sized big data and supporting
several hundred thousand corporate users at the same time with its sound compatibility, accessibility and
security.

In the pharmaceutical sector, the Group is committed to building Ma Shang Fang Xin into the largest
pharmaceutical cloud in China. Through the Internet of Things, the Group will work to bring online, digitize
and improve the transparency of, the pharmaceutical supply chain, and to provide basic tools and value-
added services to pharmaceutical industry participants for their daily management and online and offline
integration. These will include product tracking, channel management, vaccine cold chain tracking, medical
insurance premium control and patient management. As at the end of the year, the number of
pharmaceutical manufacturers which had signed up and renewed the agreement for product tracking
accounted for more than 80% of the total number of pharmaceutical manufacturers in China. Moreover, as
part of its charitable initiatives, the Group also leveraged on the “unique code for each object” feature of the
Ma Shang Fang Xin system, to work with industry leaders to regularly recover expired drugs for environment
protection while preventing expired drugs from falling into the wrong hands.

The customer base of the Ma Shang Fang Xin tracking platform has also expanded beyond the
pharmaceutical sector into 20 other product sectors including food, alcohol, nutritional products and
healthcare supplements, cosmetics, agricultural produce, fast-moving consumer goods, and the system now
covers more than 1,000 stock keeping units (“SKUs”). The Group will integrate the e-commerce resources of
Alibaba Group and strive to ensure product safety through improving the transparency of supply chain data.
Meanwhile, on the back of domestic consumption upgrade and import and export trade expansion, the Group
also launched cross-border product tracking services. Merchants directly procure the products from their
country of origin and can collect inventory and test report information provided by institutions at that country
of origin. Tracking records at key points during the product importation and circulation process are also
available to ensure authenticity of the product and its country of origin.
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Future prospects

Ensuring drug and food safety for the benefit of the people is an important policy of the Chinese government.
During the National People’s Congress and Chinese People’s Political Consultative Congress held in March
2018, Premier Li Kegiang proposed in the government’s report to innovate food and drug supervision
methods, pay attention to the use of the Internet and big data to enhance regulatory effectiveness, accelerate
the implementation of complete tracking and traceability of information to easily identify defective products
and apprehend illegal producers and vendors, for the peace of mind of consumers. The electronic tracking
system is an important means for the government to strengthen product safety management for key items
such as drugs and food.

The Group will continue to construct the platform for the tracking system based on its platform operation
experience accumulated in the past. It will also work with different enterprises, industry organizations and the
government to create a healthy ecosystem, expand the functionality of the tracking platform, provide efficient
and interactive tools that connect upstream enterprises and downstream consumers, with the goal of
developing a safe and reliable information channel between businesses and consumers.

ALIBABA HEALTH Information Technology Limited 2018 Annual Report
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MANAGEMENT DISCUSSION AND ANALYSIS

The key financial figures of the Group for the year ended March 31, 2018 and March 31, 2017 are summarized as

follows:
2018 2017 Change
RMB’000 RMB’000 %
Revenue 2,442,618 475,078 4142
Gross profit 652,824 187,243 248.7
Gross profit margin 26.7% 39.4% N/A
Fulfilment (338,763) (67,768) 399.9
Sales and marketing expenses (201,094) (113,090) 77.8
Administrative expenses (121,251) (95,740) 26.6
Product development expenses (126,220) (108,580) 16.2
Other income and gains 52,393 17,354 201.9
Other expenses (11,855) (24,679) (52.0)
Finance costs (10,126) (6,886) 471
Operating loss (104,092) (212,146) (50.9)
Share of profits of joint ventures 7,949 9,480 (16.1)
Share of profits/(losses) of associates 998 (4,433) N/A
Loss for the year (109,034) (208,653) (47.7)
Net loss attributable to owners of the parent (106,974) (207,626) (48.5)
NON-HKFRS ADJUSTMENTS
Adjusted net profit/(loss) 8,000 (98,329) N/A

13
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Revenue

Revenue of the Group for the year ended March 31, 2018 amounted to RMB2,442,618,000 (2017:
approximately RMB475,078,000), representing an increase of RMB1,967,540,000 or 414.2% as compared to
the year ended March 31, 2017. The increase in revenue was mainly attributable to the rapid growth in
revenue from self-operated healthcare product sales and e-commerce platform services during the year
ended March 31, 2018.

Self-operated healthcare product sales

The Group’s self-operated healthcare product sales business comprises the self-operated B2C business and
the B2B centralized procurement and distribution business. During the year, the Group proactively enriched its
self-operated B2C product offerings. As at the end of the year, the product SKUs for online self-operated
stores (AliHealth Pharmacy, AliHealth Overseas Flagship Store and AliHealth Flagship Store) reached over
46,000. As user recognition of the AliHealth self-operated stores continued to grow, the number of active
consumers during the year exceeded 15 million. The Group continued to strengthen and refine the
management of its self-operated business to offer its customers a more caring shopping experience. In
respect of the centralized procurement and distribution business, the Group continued to strengthen its
collaboration upstream with premium brand owners to select quality products, expanded its downstream
distribution channels, and provided more value-added services to merchants and consumers in the sales
process, thereby maintaining steady growth of the business line. During the year, revenue from the self-
operated healthcare product sales amounted to RMB2,149,107,000.

E-commerce platform services

Pursuant to the service agreement between the Group and Zhejiang Tmall Network Co., Ltd.* (T K58 48 4%
AR 7)) and Zhejiang Tmall Technology Co., Ltd.* (/T X7 A BR 2 &) under Alibaba Group, the Group
provides merchant business development, customer support, technical support and other outsourced and
value-added services for certain pharmaceutical-related categories on the Tmall platform in consideration of
certain service fees. In tandem with the steady growth of Tmall’s pharmaceutical category e-commerce
platform business, the service fee income therefrom remained a significant source of revenue and profit for
the Group during the year. In June 2017, the Group acquired the health food category e-commerce platform
services business from Alibaba Group. Following such acquisition, the Group provided e-commerce platform
services to health food merchants on the Tmall platform in consideration of software service fees from them.
During the year, aggregate revenue from both services amounted to RMB171,079,000.
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Tracking services business

During the year, the Ma Shang Fang Xin tracking platform grew steadily in terms of customer and industry
coverage, and revenue from the tracking business amounted to RMB24,353,000. Last year, revenue from the
tracking business, which largely comprised revenue from the operation of the Drug PIATS in China, amounted
to RMB96,305,000. The business model of the Ma Shang Fang Xin tracking platform is different from that of
the operation of the Drug PIATS in China, as the Ma Shang Fang Xin tracking platform is focused on
providing a wider range of value-added services for patron enterprises, and offering more comprehensive and
innovative solutions to both drug and non-drug industries, in a way that will create greater synergies with
other businesses of the Group and be accretive to the business as a whole.

Innovative healthcare-related services

Apart from the above businesses, the Group also explored various forms of innovative value-added services
in the healthcare sector. For example, the Group provided comprehensive marketing services covering all
channels throughout the entire chain to pharmaceutical brand owners. During the year, the Group together
with Tmall collaborated with its partners, including China Central Television, to produce an ecological health
food documentary named Giving Cycles. With its high-quality content, the documentary was widely
broadcasted, reaching an audience of nearly 300 million; it aroused public awareness and interest in
traditional nutrition culture and industry, which promoted sales for the merchants in the nutrition category on
Tmall. Moreover, the Group worked closely with industry partners to launch a vaccination service platform
during the year, and reached a target audience of over 100 million people in the promotion of cervical cancer
education and advanced vaccination bookings for its partners. During the year, revenue from these innovative
healthcare-related services and projects amounted to RMB98,079,000.

Gross profit and gross profit margin

The Group recorded gross profit for the year ended March 31, 2018 of RMB652,824,000 (2017:
approximately RMB187,243,000), representing an increase of RMB465,581,000 or 248.7% as compared to
the year ended March 31, 2017. Gross profit margin for the current year was 26.7% as compared to 39.4%
for the preceding year. The change in gross profit margin was mainly attributable to the significant changes in
the composition of the Group’s businesses as compared with the preceding year.

Fulfillment

Warehousing, logistics and customer service expenses incurred by the Group’s self-operated healthcare
product sales business were included in fulfilment costs. Fulfillment costs for the year ended March 31, 2018
amounted to RMB338,763,000, representing a substantial increase from RMB67,768,000 for the preceding
year mainly due to the huge growth in turnover of self-operated online stores.
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Sales and marketing expenses

Sales and marketing expenses for the year ended March 31, 2018 amounted to RMB201,094,000,
representing an increase of RMB88,004,000 or 77.8% as compared to RMB113,090,000 for the preceding
year. Such increase was mainly due to the rise in promotional activities aimed at improving user
sophistication and loyalty, meanwhile, the Group increased input in the staffing of its sales function and online
medical consultation function.

Administrative expenses

Administrative expenses for the year ended March 31, 2018 amounted to RMB121,251,000, representing an
increase of RMB25,511,000 or 26.6% as compared to RMB95,740,000 for the preceding year. Such increase
was mainly due to the increase in staff and increased travel expenses arising from business expansion.

Product development expenses

Product development expenses for the year ended March 31, 2018 amounted to RMB126,220,000,
representing an increase of RMB17,640,000 or 16.2% as compared to RMB108,580,000 for the preceding
year. Such increase was mainly due to the increased headcount of the Company’s research and development
function. During the year, the Group continued to recruit more information technology engineers in order to
expand its Internet-based medical services, as well as to develop its health management platform and
intelligent medical analysis engines.

Other income and gains

Other income and gains for the year ended March 31, 2018 amounted to RMB52,393,000, representing an
increase of RMB35,039,000 or 201.9% as compared to RMB17,354,000 for the preceding year. Such
increase was mainly attributable to the foreign exchange gains of RMB31,765,000 for the year.

Finance costs

Finance costs for the year ended March 31, 2018 amounted to RMB10,126,000, representing an increase of
RMB3,240,000 or 47.1% as compared to RMB6,886,000 for the preceding year. Such increase was mainly
due to the increase in the principal amount of loans during the current year.

Other expenses

Other expenses for the year ended March 31, 2018 amounted to RMB11,855,000, representing a decrease of
RMB12,824,000 or 52.0% as compared to RMB24,679,000 for the preceding year. Such decrease was mainly
due to the absence of exchange loss during the year ended March 31, 2018 as compared to the exchange
loss of RMB19,761,000 for the preceding year.
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Share of profits of joint ventures

Share of profits of joint ventures represented the share of the net operating results of the Group’s
49%-owned joint venture, Beijing Honglian 95 Information Industries Company Limited" (1t F &8 N 7 B &E
¥BRATA]) (“HL95") and its 40%-owned joint venture Yunnan Jiukang Yixin Information Technology Services
Company Limited" (£ A K& — 15 B & iR 7 B R 2 7). The share of profits of joint ventures for the year
ended March 31, 2018 amounted to RMB7,949,000, representing a reduction of RMB1,531,000 or 16.1% as
compared to RMB9,480,000 for the preceding year. Such reduction in share of profits was mainly due to a
slight decrease in the profits from the call-centre service business of HL95 as a result of intense market
competition.

Share of profits of associates

The Group actively invests in the healthcare sector. Some of the Group’s associates are still at an early stage
of business development, while some are in the transformation or growth stage. For the year ended March
31, 2018, the Group’s share of profits of associates amounted to RMB998,000.

Non-Hong Kong Financial Reporting Standards indicator in relation to profit/loss for the year:
Adjusted net profit/loss

For the year ended March 31, 2018, the Group’s loss amounted to RMB109,034,000, representing a
decrease of RMB99,619,000 or 47.7% as compared to RMB208,653,000 for the preceding year. For the year
ended March 31, 2018, the Group’s adjusted net profit amounted to RMB8,000,000, while the same indicator
for the preceding year is adjusted net loss of RMB98,329,000. The reduction in adjusted net loss was mainly
attributable to the Group’s market-leading and fast-growing online self-operated healthcare product sales and
pharmaceutical e-commerce platform services businesses. The Group’s increasing profitability in the above
areas will enable the Group to increase investment in Al-related medical fields, as well as the launch and
deployment of cutting-edge and innovative products, including intelligent medicine, Internet-based medical
services and personal health management.

To supplement the Group’s consolidated financial statements presented in accordance with Hong Kong
Financial Reporting Standards, the Group has also reported its adjusted net profit, which is not required
under, or presented in accordance with, HKFRS, as an additional financial indicator. We believe that such
non-HKFRS indicator is conducive to the comparison of operating performance across different periods and
between different companies by eliminating the potential impact of items which are, in the view of our
management, not indicative of our operating performance. We believe that such indicator provides investors
and other parties with useful information which would enable them to understand and evaluate our
consolidated operating results in the same manner as our management does. However, the adjusted net
profit presented by us may not be comparable to similar indicators presented by other companies. Such non-
HKFRS indicator is subject to limitations as an analytical tool and should not be regarded as being
independent from or a substitute for the analysis of our operating results or financial positions reported in
accordance with HKFRS. The term “adjusted net profit/(loss) for the year” is not defined under HKFRS and
accordingly it is not audited, not included in the financial statements and not presented in accordance with
HKFRS.
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The adjusted net profit/(loss) for the year ended March 31, 2018 and 2017 set out in the table below
represent adjustments to the most direct and comparable financial indicator calculated and presented in

accordance with HKFRS (i.e., loss for the year):

For the year ended

March 31,
2018 2017
RMB’000 RMB’000
Loss for the year (109,034) (208,653)
Excluding
— Share-based compensation expenses 117,034 110,324
Adjusted net profit/(loss) 8,000 (98,329)

FINANCIAL RESOURCES, LIQUIDITY AND FOREIGN EXCHANGE EXPOSURES

The financial position of the Group as at March 31, 2018 and the corresponding comparative figures as at March

31, 2017 are summarized as follows:

March 31, 2018

March 31, 2017

RMB’000 RMB’000

Current assets 2,016,093 810,915
Including
— Cash and cash equivalents (including fixed deposits

with maturity within three months, and mainly denominated in Hong Kong

dollars, United States dollars and Renminbi) 1,397,197 569,860
— Restricted cash 2,268 914
— Trade receivables and other receivables 143,854 58,118
Current liabilities 580,238 353,472
Current ratio (current assets/current liabilities) 3.47 2.29
Quick ratio (cash and cash equivalents and trade receivables/current liabilities) 2.66 1.78
Shareholders’ equity 2,580,248 1,177,836
Gearing ratio (bank loans/shareholders’ equity) N/A N/A

18 ALIBABA HEALTH Information Technology Limited 2018 Annual Report



ALIBABA HEALTH Information Technology Limited 2018 Annual Report

MANAGEMENT DISCUSSION AND ANALYSIS

Cash and cash equivalents including fixed deposits with maturity within three months increased by
RMB827,337,000 or 145.2% from RMB569,860,000 as at March 31, 2017 to RMB1,397,197,000 as at March 31,
2018. Such increase was mainly due to the issuance of new shares to Alibaba Group by the Group during the year
to raise US$226,597,000, where a surplus exists after deducting the investments in associates and the drawdown
to finance the operating cash outflow of the Group during the year.

Trade receivables and other receivables increased by RMB85,736,000 or 147.5% from RMB58,118,000 as at March
31, 2017 to RMB143,854,000 as at March 31, 2018. Such increase mainly reflected the increase in receivables
from customers of the centralized procurement and distribution business during the year ended March 31, 2018.

As at March 31, 2018, the Group did not pledge any Group assets for bank loans or banking facilities (March 31,
2017: RMB222,848,000).

The increase in current and quick ratios as at March 31, 2018 mainly reflected the increase in cash and cash
equivalents described above. The current ratio was 3.47 (March 31, 2017: 2.29) and the quick ratio was 2.66
(March 31, 2017: 1.78).

Shareholders’ equity increased by RMB1,402,412,000 or 119.1% from RMB1,177,836,000 as at March 31, 2017 to
RMB2,580,248,000 as at March 31, 2018, mainly reflecting the fundraising from issuance of new shares to Alibaba
Group during the year.

The balance of the Group’s outstanding bank loans as at March 31, 2018 amounted to nil (March 31, 2017:
RMB200,000,000) and hence no gearing ratio was shown (March 31, 2017: nil). As at March 31, 2018, the Group
did not have any material contingent liabilities.

The Group’s operations and transactions are principally conducted in the People’s Republic of China (the “PRC”).
The Group prudently managed its treasury functions and maintained a healthy liquidity position throughout the
current year. The board of directors of the Company (the “Board”) closely monitors the Group’s liquidity position to
ensure that the liquidity structure of our assets, liabilities and other commitments can meet the Group’s funding
requirements from time to time. Other than a certain amount of bank balances and cash, most of the Group’s
bank balances and cash are placed in fixed deposits and are denominated in Hong Kong dollars, Renminbi and
United States dollars, while other assets and liabilities are mainly denominated in either Hong Kong dollars or
Renminbi. The Group changed its presentation currency from Hong Kong dollars to Renminbi starting from the year
ended March 31, 2016 to better reflect its operations in the PRC and to be consistent with the internal reporting
reviewed by the directors of the Company (the “Directors”). The Group does not have a foreign exchange hedging
policy but the management will continue to closely monitor exchange rate fluctuations and will take appropriate
measures to keep foreign exchange risk exposure to a minimum. The Group does not use any financial instruments
for hedging purposes.

19



MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES AND REMUNERATION POLICIES

The number of full-time employees of the Group as at March 31, 2018 was 484 (384 as at March 31, 2017). Total
staff costs of the Group for the year ended March 31, 2018 amounted to RMB323.5 million (RMB250.7 million for
the year ended March 31, 2017). All staff employed by the Group in Hong Kong participated in the Mandatory
Provident Fund Scheme.

The Group’s policy is to maintain a competitive pay structure and employees are rewarded based on their
performance.

The Group has also adopted a share award scheme as approved by the shareholders of the Company on
November 24, 2014 (the “Share Award Scheme”). Pursuant to the Share Award Scheme, the Board may grant
awards (the “Share Awards”) in the form of restricted share units (“RSUs”) or options to eligible participants,
including the Directors, the directors of the Company’s subsidiaries, the employees of the Group or any other
persons who, as determined by the Board in its absolute discretion, have contributed or will contribute to the
Group. Details of the options and RSUs granted, lapsed and outstanding under the Share Award Scheme during
the year are set out in note 27 to the consolidated financial statements.

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

On May 19, 2017, Hongyun Jiukang Data Technology (Beijing) Company Limited" (3A = A FE &Ry (AL R) BRE A
Al) (“Hongyun Jiukang”), a subsidiary of the Company, entered into a capital increase agreement (the “Target
Holdco Capital Increase Agreement”) with Jiahe Meikang (Beijing) Technology Co., Ltd" (3 13 B (4t 5) BRI &5
BBRAR]) (“Target Holdco”), pursuant to which Hongyun Jiukang agreed to inject RMB291,176,470.59 in cash into
the Target Holdco, of which RMB15,045,882 was contributed to the increase in its registered capital, and
RMB276,130,588.59 was contributed to its capital reserve. Upon completion of the Target Holdco Capital Increase
Agreement, the registered capital of the Target Holdco was increased to RMB100,305,882, and the Target Holdco
was held as to 85% by the existing shareholders of the Target Holdco and 15% by Hongyun Jiukang.

On the same day, Hongyun Jiukang also entered into another capital increase agreement (the “Target Subsidiary
Capital Increase Agreement”) with Beijing Jiamei Online Technology Co., Ltd" (1t R X GRHT AR A R]) (“Target
Subsidiary”), pursuant to which Hongyun Jiukang agreed to inject RMB40,000,000 in cash to the Target Subsidiary,
of which RMB36,654,545 was contributed to the increase in its registered capital, and RMB3,345,455 was
contributed to its capital reserve. Upon completion of the Target Subsidiary Capital Increase Agreement, the
registered capital of the Target Subsidiary was increased to RMB81,454,545, and the Target Subsidiary was held
as to 55% by the existing shareholder of the Target Subsidiary, Beijing Jiahe Meikang Information Technology Co.,
Ltd" (dt R 3= M FE 12 BT AR A ")), and 45% by Hongyun Jiukang. For further information, please refer to the
announcement of the Company dated May 19, 2017.
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On May 18, 2017, the Company entered into a share purchase agreement with Ali JK Nutritional Products Holding
Limited (the “Vendor”), a direct wholly-owned Subsidiary of Alibaba Holding, pursuant to which the Company
agreed to acquire a 100% equity interest in Ali JK Nutritional Products Limited, an offshore holding vehicle
incorporated under the laws of the British Virgin Islands by the Vendor to hold the target business which
comprises all merchant relationships with the target merchants for the promotion and distribution of the Blue Cap
Health Food products sold on Tmall.com and certain relevant marketing and operations personnel managing the
relationships with the target merchants. The aggregate consideration was HK$3,800,000,000 and was satisfied by
the Company issuing 1,187,500,000 consideration shares to the Vendor at completion on June 30, 2017. For
further information, please refer to the announcement of the Company dated May 19, 2017.

“ For identification purpose only
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The directors (the “Directors”) of Alibaba Health Information Technology Limited (the “Company”) present their
report and the audited financial statements for the year ended March 31, 2018.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the Group is committed to providing Internet technology,
service tools and platforms to industry partners, with the aim of providing accessible and affordable medical and
healthcare services to the public so as to make good health achievable at the fingertips. The principal activities of
the Group comprise the sale of healthcare products and services, and the provision of product tracking, intelligent
medicine and health management services.

BUSINESS REVIEW
Review of Business

A review of the Group’s business, including the principal risks and uncertainties faced by such business and its
possible future development are described under the paragraphs headed “Business Review” in the section headed
“Management Discussion and Analysis” of this report on pages 6 to 21.

Analysis of Performance and Financial Position

The key financial figures and financial position of the Group for the year ended March 31, 2018 and the relevant
analysis are set out under the paragraphs headed “Financial Review” and “Financial Resources, Liquidity and
Foreign Exchange Exposures” respectively in the section headed “Management Discussion and Analysis” of this
report on pages 6 to 21.

Environmental Policies and Performance

The Group is committed to promoting environmentally friendly business practices and raising awareness on the
conservation of natural resources. By utilizing intranet systems, our staff can accomplish some of their
administrative work electronically which reduces the use of office supplies. We also encourage prudent electricity
consumption. Our staff are advised to switch off any lights in unoccupied areas. We believe that taking active
measures in minimizing wasteful material and energy consumption in the course of conducting our business will not
only bring economic benefits but also assist in the preservation of the natural environment.

Compliance with Laws and Regulations

The Group recognizes the importance of compliance with legal and regulatory requirements. Internal compliance
and risk management policies and procedures are in place to ensure the Group’s adherence and compliance with
all significant legal and regulatory requirements in Hong Kong and the PRC. For the year ended March 31, 2018
and up to the date of this report, to the best knowledge of the Directors, the Group has complied in all material
respects with the applicable laws and regulations of Hong Kong and the PRC which have a significant impact on
the business and operations of the Group, including in respect of its principal businesses of the sale of healthcare
products and services, and the provision of product tracking, intelligent medicine and health management services,
employment and labour practices and environmental protection, etc. The Group has also obtained all licenses,
approvals and permits from the relevant regulatory authorities that are material for its business operations in the
PRC.
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Relationships with Key Stakeholders

The Group’s success depends on the support from key stakeholders which include its employees, customers and
suppliers.

Employees

Employees are regarded as the most important and valuable assets of the Group. The number of full-time
employees of the Group as at March 31, 2018 was 484 (384 as at March 31, 2017). The Group’s policy is to
maintain a competitive pay structure and employees are rewarded based on their performance and with
appropriate incentives including cash bonuses and through the use of the Share Award Scheme, details of which
are set out under the paragraphs headed “Share Award Scheme” in this report.

Customers

The Group believes that effective communications are the key to maintaining a good relationship with its
customers. Various means have been established to strengthen the communications between the Group and its
customers, including seeking more regular feedback through direct engagement with customers and also through
industry seminars and forums to better understand industry trends and demands. The Group continually strives to
improve its service quality and to provide better customer experience.

Suppliers

Sound relationships with key suppliers of the Group are important in managing the supply chain, meeting business
challenges and complying with regulatory requirements, which can drive cost effectiveness and foster long-term
business benefits. We seek to develop long-standing relationships with key suppliers and to explore with them
ways to improve supply chain efficiencies.

RESULTS AND DIVIDENDS

The Group’s financial performance for the year ended March 31, 2018 and the financial position of the Group as at
that date are set out in the financial statements on pages 76 to 79.

The Board does not recommend the payment of any dividend for the year ended March 31, 2018 (2017: Nil).
SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and non-controlling interests of the Group for the last five
financial years, as extracted from the audited financial statements and restated as appropriate, is set out on page
172. This summary does not form part of the audited financial statements.
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SHARE CAPITAL, SHARE OPTIONS AND RESTRICTED SHARE UNITS (“RSUS”)

Details of movements in the Company’s share capital, share options and RSUs during the year are set out in notes
26 to 27 to the consolidated financial statements.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

During the year ended March 31, 2018, neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities, except that a trustee of the Share Award Scheme purchased a total of
4,113,700 shares of the Company on the market to satisfy the Share Awards granted to connected employees of
the Company upon vesting.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda which would
oblige the Company to offer new shares on a pro rata basis to the existing shareholders of the Company.

DISTRIBUTABLE RESERVES

The Company did not have any reserves available for distribution at the end of the reporting period. However, the
Company’s share premium account, in the amount of approximately RMB7,255,519,000, may be distributed in the
form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for less than 30% of the total
sales for the year, and purchases from the Group’s five largest suppliers accounted for less than 30% of the total
purchases for the year.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE

For the purpose of disclosing the environmental, social and governance (the “ESG”) information in accordance with
the ESG Reporting Guide in Appendix 27 to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”), the Company has engaged an external
consultant to identify material ESG issues of the Group and assist in the reporting of the Group’s performance
based on its ESG management approach, strategy, priorities and objectives. For details of the Company’s ESG
policies and performance and its compliance with the relevant laws and regulations, please refer to the Company’s
ESG report which will be published separately.
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DIRECTORS

The Directors during the year were:

Executive Director:

Mr. Shen Difan (appointed on March 29, 2018)

Non-executive Directors:

Mr. Wu Yongming (Chairman)

Mr. Tsai Chung, Joseph (resigned on December 29, 2017)

Ms. Huang Aizhu (resigned on December 29, 2017)

Mr. Wang Lei (re-designated from executive director to non-executive director on March 29, 2018)
Mr. Kang Kai

Ms. Zhang Yu (appointed on December 29, 2017)

Independent Non-executive Directors:

Mr. Yan Xuan
Mr. Luo Tong
Mr. Wong King On, Samuel

Since the date of the interim report of the Company for the six months ended September 30, 2017, the changes
to the information which are required to be disclosed and had been disclosed by the Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules are as below:

—  Each of Mr. Tsai Chung, Joseph and Ms. Huang Aizhu resigned as a non-executive Director on December 29,
2017.

— Ms. Zhang Yu was appointed as a non-executive Director on December 29, 2017.

— Mr. Shen Difan was appointed as an executive Director and the chief executive officer of the Company on
March 29, 2018.

— Mr. Wang Lei resigned as the chief executive officer of the Company and was re-designated as a non-executive
Director on March 29, 2018.

In accordance with Bye-law 99 and Bye-law 102 of the bye-laws of the Company, Mr. Shen Difan, Mr. Kang Kai,
Mr. Yan Xuan and Ms. Zhang Yu will retire at the forthcoming annual general meeting of the Company to be held
on July 20, 2018 (the “AGM”). Mr. Shen Difan, Mr. Yan Xuan and Ms. Zhang Yu, being eligible, will offer
themselves for re-election at the AGM. Mr. Kang Kai will not offer himself for re-election at the AGM.
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The non-executive Directors and independent non-executive Directors are appointed for a term of one year and
their appointment shall be renewable automatically for successive terms of one year each commencing from the
next day after the expiry of the then current term of their appointment unless terminated by the Company in
accordance with the terms of their appointment letters and the provisions of the bye-laws, respectively.

The Company has complied with the requirements of the Listing Rules to have three independent non-executive
Directors representing at least one-third of the Board during the year and up to the date of this report. The
Company has received, from each of the independent non-executive Directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors and the senior management of the Group are set out on pages 44 to 47 of
the annual report.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual general meeting has a service contract with the
Company which is not determinable by the Company within one year without payment of compensation, other than
statutory compensation.

DIRECTORS’ REMUNERATION

The emoluments of the Directors are determined having regard to the Company’s operating results, individual
performance and comparable market statistics. The details of the Directors’ emoluments are set out in note 8 to
the consolidated financial statements in this report. During the year ended March 31, 2018, there was no
arrangement under which a Director waived or agreed to waive any remuneration and no remuneration was paid by
the Group to a Director as an inducement to join or upon joining the Group or as compensation for loss of office.

The Directors are also eligible to be granted Share Awards under the Company’s Share Award Scheme. The details
of the scheme are set out in note 27 to the consolidated financial statements.

SHARE AWARD SCHEME

At the special general meeting of the Company held on November 24, 2014 (the “Adoption Date”), the
shareholders of the Company approved the adoption of the Share Award Scheme. Unless terminated earlier by the
Board, the Share Award Scheme shall be valid and effective for a term of ten years commencing on the Adoption
Date. The Share Award Scheme shall remain in effect until November 23, 2024. The validity period of the options
granted under the Share Award Scheme shall be ten years from the date of grant and the options shall lapse at
the expiry of the validity period.
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Pursuant to the terms of the Share Award Scheme, the Board may, from time to time, at its absolute discretion
and subject to such terms and conditions as it may think fit (including the basis of eligibility of each employee
determined by the Board from time to time) select an employee or any other person for participation in the Share
Award Scheme and determine the number of Share Awards. The total number of shares in respect of which
awards may be granted under the Share Award Scheme and any other share award schemes of the Company
shall not exceed 3% of the shares in issue as at the Adoption Date (the “Scheme Mandate Limit”), or 3% of the
shares in issue as at the new approval date of the renewed Scheme Mandate Limit.

The specific mandate granted to the Board at the annual general meeting of the Company held on September 30,
2015 (the “2015 Specific Mandate”) to exercise all the powers of the Company to grant Share Awards lapsed at the
conclusion of the annual general meeting of the Company held on August 18, 2016. The specific mandate was
subsequently renewed by approval of the shareholders of the Company at the annual general meetings of the
Company held on August 18, 2016 (the “2016 Specific Mandate”) and July 26, 2017 (the “2017 Specific Mandate”),
respectively. The total number of shares underlying the Share Awards granted and which remained outstanding as
at March 31, 2018 amounted to 148,499,197, 43,463,100 of which were granted pursuant to the 2016 Specific
Mandate, and 47,309,857 of which were granted pursuant to the 2017 Specific Mandate. As at March 31, 2018,
Share Awards in respect of a total of 232,123,132 underlying shares, which represent 2.36% of the total issued
shares as at March 31, 2018, remain available to be granted under the Share Award Scheme under the 2017
Specific Mandate.
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Movements of the options and RSUs under the Share Award Scheme are set out below:

Number of

shares

represented

Number of by options or

shares Options or RSUs

represented by Options RSUs lapsed/ outstanding

options or RSUs Granted Exercise exercised cancelled RSUs vested as at

Name of option holders/ outstanding as  Date of grant/ during the price  during the  during the  during the March 31,

grantees of RSU Nature at April 1, 2017  conditional Grant year (HK$) year year year 2018
Director of the Company

Mr. Wang Lei Options 7,491,000  September 7, 2015" - 5.184 - - - 7,491,000

RSUs 1,284,000  September 7, 20151 - - - - 642,000 642,000

Options 1,141,000 July 29, 20162 - 5.558 - - - 1,141,000

RSUs 380,000 July 29, 20161 - - - - 95,000 285,000

RSUs = June 14, 201719 4,854,000 - - - 782,750 4,121,250

Mr. Kang Kai RSUs — October 10, 20171 296,000 - - - - 296,000

Employees Options 18,149,500  September 7, 2015% - 5.184 - 3,513,250 - 14,636,250

RSUs 6,804,400  September 7, 20151 - - - 1,360,000 3,075,150 2,369,250

Options 1,980,000  October 20, 2015 - 5.550 - 1,894,000 - 86,000

RSUs 2,294,700  October 20, 2015 - - - 379,000 1,017,850 897,850

Options 4,264,000  April 28, 2016 - 5.320 - 940,000 - 3,324,000

RSUs 10,124,955  Apri 28, 2016 - - - 3,303,105 2,795,910 4,025,940

Options 17,096,600  July 29, 2016° - 5.558 - 2,489,500 - 14,607,100

RSUs 12,882,900  July 29, 2016"¢ - - - 1,664,750 3,107,300 8,220,850

Options 1,783,000 October 11, 2016 - 4416 - 762,000 - 1,021,000

RSUs 2,250,300  October 11, 20161 - - - 1,062,800 835,200 362,300

RSUs 1,750,200  November 23, 2016 - - - 505,700 559,000 685,500

Options 6,680,000 February 2, 2017086 - 3.626 - 1,867,000 - 4,813,000

RSUs 4,176,000  February 2, 20171 - - - 1,166,000 158,000 2,852,000

Options 116,000  February 22, 201708010 - 3.610 - - - 116,000

RSUs 2,967,000 February 22, 20179 - - - 353,700 1,175,400 1,437,900

Options = June 14, 2017002 3,523,000 3.902 - - - 3,523,000

RSUs = June 14, 201719 28,445,000 - - 3,358,900 554,950 24,531,150

Options = August 3, 2017% 14,797,000 3.686 - 379,000 - 14,418,000

RSUs —  August 3, 2017% 8,475,200 - - 270,225 352,550 7,852,425

Options — October 10, 20171 11,739,000 4.400 - - - 11,739,000

RSUs — October 10, 20171 10,181,000 - - - 1,586,500 8,594,500

Options —  February 1, 2018 929,000 4,144 - - - 929,000

RSUs —  February 1, 2018 3,911,000 - - 395,000 35,068 3,480,932

Notes:

(1) The closing price per Share is HK$5.02 as stated in the daily quotation sheets issued by the Stock Exchange on September 4, 2015, being
the trading day immediately before the date of grant. The options granted to Mr. WANG Lei on September 7, 2015 shall vest as follows:

(i) 50% of the options granted shall vest on April 30, 2017;
(i) 25% of the options granted shall vest on April 30, 2018; and
(iii) 25% of the options granted shall vest on April 30, 2019.
) The closing price per Share is HK$5.55 as stated in the daily quotation sheets issued by the Stock Exchange on July 28, 2016, being the
trading day immediately before the date of grant, and the options granted to Mr. WANG Lei on July 29, 2016 shall vest in 4 tranches of

25% each on July 31 of 2017, 2018, 2019 and 2020, respectively.

(©)] The options granted on September 7, 2015 to the employees shall vest on or before October 10, 2019.
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The closing price per Share is HK$5.69 as stated in the daily quotation sheets issued by the Stock Exchange on October 19, 2015, being
the trading day immediately before the date of grant. The options granted on October 20, 2015 shall vest as follows:

(i) 50% of the options granted shall vest on October 10, 2017;
(i) 25% of the options granted shall vest on October 10, 2018; and
(ii) 25% of the options granted shall vest on October 10, 2019.

The closing price per Share is HK$5.23 as stated in the daily quotation sheets issued by the Stock Exchange on April 27, 2016 being the
trading day immediately before the date of grant, and the options granted on April 28, 2016 shall vest on or before April 30, 2020.

The closing price per Share is HK$5.55 as stated in the daily quotation sheets issued by the Stock Exchange on July 28, 2016 being the
trading day immediately before the date of grant, and the options granted on July 29, 2016 to the employees shall vest on or before July
31, 2020.

The closing price per Share is HK$4.30 as per Share is stated in the daily quotation sheets issued by the Stock Exchange on October 7,
2016 being the trading day immediately before the date of grant, and the options granted on October 11, 2016 shall vest on or before

October 10, 2020.

The closing price per Share is HK$3.59 as stated in the daily quotation sheets issued by the Stock Exchange on February 1, 2017 being the
trading day immediately before the date of grant.

The options granted on February 2, 2017 and February 22, 2017 respectively shall vest as follows:
(i) 50% of the options granted shall vest on January 21, 2019;

(i) 25% of the options granted shall vest on January 31, 2020; and

(ii) 25% of the options granted shall vest on January 31, 2021.

The closing price per Share is HK$3.62 as stated in the daily quotation sheets issued by the Stock Exchange on February 21, 2017 being
the trading day immediately before the date of grant.

The options granted on June 14, 2017 shall vest as follows:

(i) 50% of the options granted shall vest on April 30, 2019;

(i) 25% of the options granted shall vest on April 30, 2020; and
(ii) 25% of the options granted shall vest on April 30, 2021.

The closing price per Share is HK$3.92 as stated in the daily quotation sheets issued by the Stock Exchange on June 13, 2017 being the
trading day immediately before the date of grant.

The closing price per Share is HK$3.63 as stated in the daily quotation sheets issued by the Stock Exchange on August 2, 2017 being the

trading day immediately before the date of grant, and the options granted on August 3, 2017 to the employees shall vest on or before July
31, 2021.
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(14)  The closing price per Share is HK$4.01 as stated in the daily quotation sheets issued by the Stock Exchange on October 9, 2017 being the
trading day immediately before the date of grant, and the options granted on October 10, 2017 to the employees shall vest on or before
October 10, 2021.

(15)  The closing price per Share is HK$4.09 as stated in the daily quotation sheets issued by the Stock Exchange on January 31, 2018 being the
trading day immediately before the date of grant, and the options granted on February 1, 2018 to the employees shall vest on or before
January 31, 2022.

(16) The RSUs granted have a specific vesting schedule of not more than four years.

(17) The 732,750 RSUs have vested in Mr. Wang Lei but have not yet been transferred to him during the year ended March 31, 2018.

The Company estimated the fair values of its share options using the binomial model, which requires the Group to
make estimates about inputs, such as expected volatility, expected dividend vyield, exercise multiple, risk-free
interest rate and expected forfeiture rate, and hence such estimates are subject to subjectivity and uncertainty. For
the accounting policy adopted for the Share Awards and the fair value of the options granted during the year
ended March 31, 2018, please refer to note 2.4 (Share-based payments) and note 27 to the Group’s consolidated
financial statements for the year ended March 31, 2018.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at March 31, 2018, the interests and short positions of the Directors and chief executive in the share capital
and underlying shares of the Company or its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”), as recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO, or as otherwise notified to the Company and The Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules, were as follows:

Long positions in shares and underlying shares of the Company
Number of ordinary shares and underlying shares held,

capacity and nature of interest
Percentage of

Total interest the Company’s
Name of director Nature of Interest in Shares share capital
Mr. Wang Lei Beneficial and equity derivative interests Mot 7 15,150,000 0.15%
Mr. Wu Yongming Beneficial Owner 1,262,000 0.01%
Mr. Kang Kai Equity derivative interest o2 296,000 0.00%

Notes:

(1) Mr. WANG Lei beneficially held 737,000 ordinary shares and subject to vesting, is interested in 14,413,000 shares underlying the 8,632,000
options and 5,781,000 RSUs granted to him in accordance with the Share Award Scheme.

() Subject to vesting, Mr. KANG Kai is interested in 296,000 shares underlying the 296,000 RSUs granted to him in accordance with the Share
Award Scheme.
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Long positions in shares and underlying shares of Alibaba Group Holding Limited (“Alibaba Holding”,

together with its subsidiaries, “Alibaba Group”), an associated corporation of the Company within the

meaning of Part XV of the SFO.

Approximate
percentage of
Number of issued shares of

shares/underlying associated

Name of Director Nature of interest shares held corporation
Mr. WANG Lei Beneficial, equity derivative interests and 60,538 0.00%
interests of spouse!”
Beneficiary of a trust® 20,000 0.00%
Mr. KANG Kai Beneficial and equity derivative interest © 15,423 0.00%
Ms. ZHANG Yu Beneficial and equity derivative interest 64,859 0.00%
Mr. WU Yongming Beneficial and interests of spouse® 231,017 0.01%
Interests in controlled corporation® 200,000 0.01%
Founder of a discretionary trust? 6,463,690 0.25%
Mr. SHEN Difan Beneficial, equity derivative interests and 67,461 0.00%
interests of spouse®
Notes:
(1) It represents 30,560 ordinary shares or underlying ordinary shares and 26,250 restricted share units beneficially held by Mr. WANG Lei and
3,728 ordinary shares or underlying shares and restricted share units held by his spouse.
2) It represents 20,000 ordinary shares or underlying ordinary shares held by a private trust whereby Mr. WANG Lei and his family are beneficiaries.
3 It represents 4,673 ordinary shares or underlying ordinary shares and 10,750 restricted share units beneficially held by Mr. KANG Kai.
4) It represents 17,875 ordinary shares or underlying ordinary shares and 46,984 restricted share units beneficially held by Ms. ZHANG Yu.
5) It represents 31,017 ordinary shares held by Mr. WU Yongming, and 200,000 ordinary shares held by his spouse.
6) It represents 200,000 ordinary shares or underlying ordinary shares held by Plus Force Enterprise Ltd. (which is wholly owned by Mr. WU
Yongming).
(7) It represents 6,463,690 ordinary shares or underlying ordinary shares held by Mr. WU Yongming through two private trusts whereby he is the
founder of the discretionary trusts.
(8) It represents 23,648 ordinary shares or underlying ordinary shares and 35,500 restricted share units beneficially held by Mr. SHEN Difan and

8,313 ordinary shares or underlying shares held by his spouse.
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Save as disclosed above, as at March 31, 2018, none of the Directors and chief executive had registered an
interest or short position in the shares and underlying shares of the Company or any of its associated corporations
that was required to be recorded pursuant to section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed under the section titled “Connected Transactions” below and except for any perceived material
interest in transactions between members of Alibaba Group and the Company due to their role as employees of
Alibaba Holding or its subsidiaries as disclosed in the section titled “Biographical Information of Directors and
Senior Management”, no Director and controlling shareholders of the Company had a material interest, either
directly or indirectly, in any contract of significance (whether for the provision of services to the Company or any of
its subsidiaries or not) to the business of the Group to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during the year under review.

ARRANGEMENT TO ACQUIRE SHARES AND DEBENTURES

Save as disclosed under the section titled “Share Award Scheme”, at no time during the year was the Company or
its subsidiaries a party to any arrangements to enable the Directors or chief executive of the Company or their
spouses or children under the age of 18 to acquire benefits by means of the acquisition of shares in or debentures
of the Company or any other body corporate.

32 ALIBABA HEALTH Information Technology Limited 2018 Annual Report



ALIBABA HEALTH Information Technology Limited 2018 Annual Report

DIRECTORS’ REPORT

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS OR SHORT POSITIONS IN SHARES

AND UNDERLYING SHARES

As at March 31, 2018, the following interests or short positions in the shares and underlying shares of the

Company were recorded in the register of interests required to be kept by the Company pursuant to section 336 of

the SFO:

Long positions:

Name

Notes Capacity and nature of interest

Number of
shares/

underlying shares

% of the issued
share capital of
the Company

Alibaba Group Holding Limited
Perfect Advance Holding Limited
Alibaba Investment Limited

Innovare Tech Limited

Yunfeng Fund Il, L.P.

Yunfeng Investment GP I, Ltd.
Yunfeng Investment I, L.P.

Mr. Yu Feng

Mr. Ma Yun

Ali JK Nutritional Product Holding Limited
Uni-Tech International Group Limited
21CN Corporation

Pollon Internet Corporation

Ms. Chen Xiao Ying

Notes:

Interest of controlled corporation
Beneficial owner

Interest of controlled corporation
Persons acting in concert
Persons acting in concert
Interest of controlled corporation
Interest of controlled corporation
Interest of controlled corporation
Interest of controlled corporation
Beneficial owner

Beneficial owner

Interest of controlled corporation
Interest of controlled corporation
Interest of controlled corporation

(1) Perfect Advance Holding Limited (“Perfect Advance”) holds 4,420,628,008 shares.

6,050,553,008
4,420,628,008
4,420,628,008
4,420,628,008
4,420,628,008
4,420,628,008
4,420,628,008
4,420,628,008
4,420,628,008
1,629,925,000

777,484,030

777,484,030

777,484,030

777,484,030

61.47%
44.91%
44.91%
44.91%
44.91%
44.91%
44.91%
44.91%
44.91%
16.56%

7.90%

7.90%

7.90%

7.90%

Perfect Advance is owned by Alibaba Investment Limited (“AlL”) as to 70.21% and Innovare Tech Limited (“Innovare”) as to 29.79%. Perfect

Advance is a party to the shareholders agreement dated April 30, 2014 entered into with AIL and Innovare which constitutes a concert party

agreement for the purpose of section 317(1)(a) of the SFO. (Please refer to the circular of the Company dated March 21, 2014 for the details

of the said shareholders agreement.)

AlL is wholly-owned by Alibaba Holding. Innovare is wholly controlled by Yunfeng Fund II, L.P., which is a direct wholly-owned subsidiary of

Yunfeng Investment I, L.P. and an indirect wholly-owned subsidiary of Yunfeng Investment GP II, Ltd.. Yunfeng Investment GP II, Ltd. is

owned by Mr. Ma Yun as to 40% and Mr. Yu Feng as to 60%. Accordingly, each of Yunfeng Fund I, L.P., Yunfeng Investment II, L.P.,

Yunfeng Investment GP I, Ltd., Mr. Ma Yun and Mr. Yu Feng is also deemed to have an interest in the 4,420,628,008 shares via Perfect
Advance within the meaning of Part XV of the SFO.
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Ali JK Nutritional Products Holding Limited (“Ali JK”) holds 1,629,925,000 shares. Ali JK is owned by Alibaba Holding as to 100%. Therefore
Alibaba Holding is deemed to have an interest in an aggregate of 6,050,553,008 shares via Perfect Advance and Ali JK within the meaning
of Part XV of the SFO.

Uni-Tech International Group Limited holds 777,484,030 shares and is wholly-owned by 21CN Corporation. 21CN Corporation is wholly-owned
by Pollon Internet Corporation, which is wholly-owned by Ms. Chen Xiao Ying.

Save as disclosed above, as at March 31, 2018, there were no other parties who had registered an interest or

short position in the shares or underlying shares of the Company that was required to be recorded pursuant to
section 336 of the SFO.

CONNECTED TRANSACTIONS

During the year ended March 31, 2018, the Group had the following connected and continuing connected

transactions, details of which were disclosed in compliance with the requirements of Chapter 14A of the Listing

Rules.

(a)

34

Continuing Connected Transaction — Cloud Computing Services Agreement

On March 13, 2017, Alibaba Health Technology (China) Company Limited* (P & E Rl (h E) B R A 7))
(“Alibaba Health Technology (China)”), an indirect wholly-owned subsidiary of the Company, entered into the
third renewed cloud computing services agreement (the “Third Renewed Agreement”) with Alibaba Cloud
Computing Ltd.* (FI 2 EF+EHRR A A]) (“Alibaba Cloud”). Pursuant to the Third Renewed Agreement, Alibaba
Cloud agreed to provide certain cloud computing services to the Group for a term of one year from April 1,
2017 to March 31, 2018. The annual cap for the service fees payable by Alibaba Health Technology (China)
to Alibaba Cloud under the Third Renewed Agreement was HK$7 million. The aggregate service fees incurred
under the Third Renewed Agreement during the year ended March 31, 2018 amounted to approximately
RMB5.6 million (2017: RMB7.8 million).

On February 14, 2018, the same parties entered into the fourth renewed cloud computing services agreement
(the “Fourth Renewed Agreement”) to renew the Third Renewed Agreement for a term of one year from April
1, 2018 to March 31, 2019, with an annual cap of RMB9 million.

The Third and the Fourth Renewed Agreement allowed the Group to, among other things, acquire technology
input on cloud computing or other data processing solutions for processing big data to maintain a stable and
sophisticated system to cater for real-time access to the Group’s Ma Shang Fang Xin tracking platform by
customers.

Perfect Advance is a substantial shareholder and a connected person of the Company. Alibaba Holding is the
ultimate majority shareholder of Perfect Advance and Alibaba Cloud is a member of Alibaba Group.
Accordingly, each of Alibaba Holding and Alibaba Cloud is an associate of Perfect Advance and hence a
connected person of the Company. The transactions contemplated under the Third and Fourth Renewed
Agreements constitute continuing connected transactions of the Company in accordance with the Listing
Rules.
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Continuing Connected Transaction — Tmall Services Agreement with Alibaba Health Technology
(China)

On March 10, 2017, Alibaba Health Technology (China) entered into a services agreement (the “Services
Agreement”) with Zhejiang Tmall Technology Co., Ltd* (#T;I K& M AR A 7)) (“Tmall Technology”) and
Zhejiang Tmall Network Co., Ltd* (#/T X344 B R 2 7)) (“Tmall Network”, together with Tmall Technology,
the “Tmall Entities”) to renew the original service agreement entered into by the same parties on August 24,
2016 with substantially the same key terms for one year until March 31, 2018. The annual cap for the service
fees payable to the Group during the term of the Services Agreement was RMB110 million, which was
revised to RMB130 million as approved by the independent shareholders at the special general meeting held
on January 26, 2018. The aggregate service fees received by the Group under the Services Agreement during
the year ended March 31, 2018 amounted to approximately RMB124.4 million.

On February 14, 2018, the same parties entered into the renewed services agreement (the “Renewed
Services Agreement”) for a term commencing on April 1, 2018 and ending on March 31, 2019. The Renewed
Services Agreement was approved by the independent shareholders at a special general meeting held on
March 29, 2018 with an annual cap of RMB241 million.

Pursuant to the Services Agreement and the Renewed Services Agreement, Alibaba Health Technology
(China) agreed to provide to the Tmall Entities certain outsourced and value-added services in relation to
certain categories of products or services sold on or offered on Tmall/Tmall Supermarket for the payment of
fees.

The Tmall Entities are members of Alibaba Group. Accordingly, the Tmall Entities are connected persons of
the Group. The transactions contemplated under the Services Agreement and the Renewed Services
Agreement constitute continuing connected transactions of the Company, and were approved by independent
shareholders of the Company at the special general meetings held on March 30, 2017 and March 29, 2018,
respectively in accordance with the Listing Rules.

Continuing Connected Transaction — Services Framework Agreement

On December 31, 2016, the Company (for itself and on behalf of its subsidiaries) entered into the services
framework agreement with Alibaba.com China Limited (FIEEE &4+ EAER A 7) and Taobao China
Holding Limited (AZH E#ER AR A A (“Taobao China’, collectively, “AGH Contracting Parties”) (for
themselves and on behalf of their subsidiaries) (the “Services Framework Agreement”), pursuant to which AGH
Contracting Parties and their affiliates (the “AGH Relevant Entities”) shall provide various services to the
Group, and the Group shall pay the service fees calculated in accordance with the standard terms and
conditions as amended and published on the respective online sales platforms operated by the respective
entities from time to time. The Services Framework Agreement, which commenced on March 11, 2017 and
remained effective until March 31, 2018, enabled the Company to continue to market and sell products and
services on online sales platforms operated by the respective parties and thus allowed the Company to reach
out to more customers and improve its understanding of their needs. The annual cap for the service fees
payable by the Group under the Services Framework Agreement for the year ended March 31, 2018 was
RMB60 million, which was revised to RMB80 million as approved by the independent shareholders at the
special general meeting of the Company held on January 26, 2018. The aggregate service fees incurred
under the Services Framework Agreement for the year ended March 31, 2018 amounted to RMB78.6 million.
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On February 14, 2018, the same parties entered into the renewed services framework agreement (the
“Renewed Services Framework Agreement”) for a term commencing on April 1, 2018 and ending on March
31, 2019. The Renewed Services Framework Agreement was approved by the independent shareholders at a
special general meeting held on March 29, 2018 with an annual cap of RMB229 million.

As Alibaba Holding controls the AGH Relevant Entities, each of the members of the AGH Relevant Entities is
a connected person of the Company. The transactions contemplated under the Services Framework
Agreement and the Renewed Services Framework Agreement constituted continuing connected transactions
of the Company, and were approved by independent shareholders of the Company at the special general
meetings held on March 10, 2017 and March 29, 2018, respectively, in accordance with the Listing Rules.

Continuing Connected Transactions — Agency Agreement

On June 28, 2017, Hangzhou Alimama Software Services Co., Ltd.* (f70)H Fil B 15 45 &+ R 7 & IR A 7))
(“Alimama”) and Alibaba Health (Hong Kong) Technology Company Limited (P 21& FE (Fi#) R B R Q7))
(“Alibaba Health (HK)”) entered into an agency agreement (the “Renewed Agency Agreement”) to renew the
original agency agreement entered into between Alimama and Alibaba Health Technology (China) for a term of
one year running retrospectively from April 1, 2017 to March 31, 2018. Pursuant to the Renewed Agency
Agreement, Alibaba Health (HK) (for itself and on behalf of its subsidiaries), as the marketing agent, agreed to
refer contracted clients of Alibaba Health HK and its subsidiaries (the “Alibaba Health Group”) to purchase,
and Alimama, as the marketing services provider, agreed to provide to Alibaba Health Group’s contracted
clients, various marketing and advertising services on the marketing and branding platforms provided by
Alimama and/or its affiliated companies during the term of the Renewed Agency Agreement. The annual cap
for the incentive fees to be received by the Group under the Renewed Agency Agreement for the year ending
March 31, 2018 was RMB7 million. The aggregate incentive fees received by the Group for the year ended
March 31, 2018 amounted to approximately RMBO0.9 million.

As Alimama is an indirect wholly-owned subsidiary of Alibaba Holding, Alimama is an associate of Perfect
Advance and hence a connected person of the Company. The transactions contemplated under the Renewed
Agency Agreement constituted continuing connected transactions of the Company in accordance with the
Listing Rules.
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Continuing Connected Transactions — Logistics Services Framework Agreement

On June 28, 2017, the Company (for itself and on behalf of its subsidiaries) entered into the logistics services
framework agreement (the “Logistics Services Framework Agreement”) with Zhejiang Cainiao Supply Chain
Management Co., Ltd.* (I TXSHEEEEBR A A)) (“Zhejiang Cainiao”) (for itself and on behalf of its
affiliates), pursuant to which Cainiao Smart Logistics Network Limited (“Cainiao Smart Logistics”), the ultimate
controlling shareholder of Zhejiang Cainiao, and its subsidiaries (collectively the “Cainiao Group”) agreed to
provide various logistics services and the Group agreed to pay the service fees. The term of the Logistics
Services Framework Agreement was from April 1, 2017 to March 31, 2018. The annual cap for the service
fees under the Logistics Services Framework Agreement was RMB23 million, which was revised to RMB26
million as approved by the independent shareholders at the special general meeting held on January 26,
2018. The aggregate service fees incurred under the Logistics Services Framework Agreement for the year
ended March 31, 2018 amounted to approximately RMB22.9 million.

On February 14, 2018, Hangzhou Cainiao Supply Chain Management Co., Ltd* (fi /X S EE TR AR A
Al) (“Hangzhou Cainiao”) (for itself and on behalf of its affiliates) entered into the renewed logistics services
framework agreement (the “Renewed Logistics Services Framework Agreement”) with the Company, for a
term commencing from April 1, 2018 and ending on March 31, 2019. The Renewed Logistics Services
Framework Agreement was approved by the independent shareholders at a special general meeting held on
March 29, 2018 with an annual cap of RMB59 million.

As Alibaba Holding holds majority interests in Cainiao Smart Logistics, the ultimate controlling shareholder of
each of Zhejiang Cainiao and Hangzhou Cainiao, Zhejiang Cainiao, Hangzhou Cainiao and any other members
of the Cainiao Group are associates of Perfect Advance, and hence connected persons of the Company. The
transactions contemplated under the Logistics Services Framework Agreement and the Renewed Logistics
Services Framework Agreement constitute continuing connected transactions of the Company in accordance
with the Listing Rules.

Continuing Connected Transactions — Shared Services Agreement

On July 3, 2017, the Company entered into the shared services agreement (the “Shared Services
Agreement”) with Alibaba Holding, pursuant to which Alibaba Holding shall procure certain shared service
providers, including Alibaba Holding and persons controlled by it, to provide to the Group certain shared
services, including office premises sharing and support services, for a term of one year with retrospective
effect from April 1, 2017 to March 31, 2018. The annual cap for the service fees payable under the Shared
Services Agreement was RMB23 million. The aggregate service fees incurred under the Shared Services
Agreement for the year ended March 31, 2018 amounted to approximately RMB17.5 million.

On February 14, 2018, the same parties entered into the renewed shared services agreement for a term
commencing from April 1, 2018 and ending on March 31, 2019 (the “Renewed Shared Services Agreement”).
The Renewed Shared Services Agreement was approved by the independent shareholders at a special
general meeting held on March 29, 2018 with an annual cap of RMB42 million. As-Alibaba Holding is a
connected person of the Company, the transactions contemplated under the Shared Services Agreement and
the Renewed Shared Services Agreement constitute continuing connected transactions of the Company in
accordance with the Listing Rules.
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Connected Transaction — Share Purchase Agreement and Continuing Connected Transactions—
Framework Technical Services Agreement

On May 18, 2017, the Company entered into the share purchase agreement (the “Share Purchase
Agreement”) with Ali JK Nutritional Products Holding Limited (the “Vendor”), a direct wholly-owned subsidiary
of Alibaba Holding, pursuant to which the Company acquired a 100% equity interest in Ali JK Nutritional
Products Limited, an offshore holding vehicle incorporated under the laws of the British Virgin Islands by the
Vendor to hold the target business. The aggregate consideration of HK$3,800,000,000 was satisfied by the
Company issuing 1,187,500,000 consideration shares to the Vendor at completion, which took place on June
30, 2017.

In connection with the transaction contemplated under the Share Purchase Agreement, the Tmall Entities and
Hangzhou Hengping Information Technology Co., Ltd* (1% {5 B BHZEBR A 7)), an indirect wholly-owned
subsidiary of the Vendor (the “WFOE”) entered into the framework technical services agreement (the
“Framework Technical Services Agreement”) on May 18, 2017. The term of the Framework Technical Services
Agreement commenced on July 1, 2017 and will end on March 31, 2020, unless otherwise mutually agreed
between the parties. Pursuant to the Framework Technical Services Agreement, the Tmall Entities shall
provide infrastructure technical support for the operation of Tmall. com to the WFOE for a service fee. The
annual cap for the service fees payable under the Framework Technical Services Agreement was RMB40
million, RMB65 million and RMB85 million for each of the years ending March 31, 2018, 2019 and 2020,
respectively. The aggregate service fees incurred under the Framework Technical Services Agreement during
the year ended March 31, 2018 amounted to approximately RMB27.1 million.

As the Vendor is a direct wholly-owned subsidiary of Alibaba Holding, the Vendor is a connected person of
the Company, and the transaction contemplated under the Share Purchase Agreement constituted a
connected transaction of the Company in accordance with the Listing Rules. As the Tmall Entities are
members of Alibaba Group, they are also connected persons of the Company and the Framework Technical
Services Agreement, and the transactions contemplated thereunder also constitute continuing connected
transactions of the Company. Independent shareholders of the Company approved the Share Purchase
Agreement and the Framework Technical Services Agreement and the transactions contemplated thereunder
at the special general meeting held on June 29, 2017.

Continuing connected transactions — Payment Services Framework Agreement

On September 20, 2017, the Company (for itself and on behalf of its subsidiaries) entered into the payment
services framework agreement (the “Payment Services Framework Agreement”) with Alipay.com Co., Ltd.* (X
8 (fp ) B4 51T AR A R)) (“Alipay”), pursuant to which Alipay agreed to provide the payment services
and the Group agreed to pay the service fees. The term of the Payment Services Framework Agreement was
from September 20, 2017 to March 31, 2018. The annual cap for the service fees payable (i) under the
individual service agreements entered into between the Group and Alipay for the provision of the payment
services prior to the confirmation of Alipay as a deemed connected person of the Group; and (i) under the
Payment Services Framework Agreement for the period from July 10, 2017 to March 31, 2018 was RMB10
million. The aggregate service fees incurred under such agreements during the year ended March 31, 2018
amounted to approximately RMB7.8 million.
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On February 14, 2018, the same parties entered into the renewed payment services framework agreement
(the “Renewed Payment Services Framework Agreement”) for a term commencing from April 1, 2018 and
ending on March 31, 2019 with an annual cap of RMB23 million.

Alipay is a wholly-owned subsidiary of Ant Small and Micro Financial Services Group Co., Ltd.* (7 /T % &% /)»
Me RS EBEKMD AR AR (“Ant Financial”), which, together with its subsidiaries, were confirmed as
deemed connected persons of the Company by the Stock Exchange on July 10, 2017 under Rule 14A.19 of
the Listing Rules. Accordingly, Alipay has been deemed as a connected person of the Company since July
10, 2017 and the transactions contemplated under the Payment Services Framework Agreement and the
Renewed Payment Services Framework Agreement constitute continuing connected transactions for the
Company in accordance with the Listing Rules.

Continuing connected transactions — Tracking Services Agreement

On September 26, 2017, Alibaba Health Technology (China), an indirect wholly-owned subsidiary of the
Company, entered into the tracking services agreement (the “Tracking Services Agreement”) with Taobao
China Holding Limited (“Taobao China”), pursuant to which Alibaba Health Technology (China) agreed to
provide to Taobao China certain tracking services for a term commencing on September 26, 2017 and
ending on August 31, 2018. The annual cap for the service fees payable under the Tracking Services
Agreement was RMB9.0 million. The aggregate service fees incurred under the Tracking Services Agreement
for the year ended March 31, 2018 amounted to approximately RMB6.3 million.

As Taobao China is an indirect wholly-owned subsidiary of Alibaba Holding, Taobao China is an associate of
Perfect Advance and hence a connected person of the Company. The transactions contemplated under the
Tracking Services Agreement constitute continuing connected transactions of the Company in accordance
with the Listing Rules.

Connected transactions — Subscription Agreement

On November 17, 2017, the Company and Ali JK Nutritional Products Holding Limited entered into the
subscription agreement (“Subscription Agreement”) in relation to the subscription of 442,425,000 Shares
(“Subscription Shares”) at the subscription price of HK$4.00 per Subscription Share. The Subscription Shares
represented approximately: (i) 4.72% of the issued share capital of the Company as at 17 November 2017;
and (i) 4.50% of the issued share capital of the Company as enlarged by the issue of the Subscription
Shares.

Ali JK Nutritional Products Holding Limited is a substantial shareholder and hence a connected person of the
Company. The entry into of the Subscription Agreement and the transactions contemplated thereunder
(including the Subscription and the issue of the Subscription Shares) constituted connected transactions of
the Company in accordance with the Listing Rules.
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Continuing connected transactions — Supply Framework Agreement

On October 15, 2017, the Company entered into the supply framework agreement (the “Supply Framework
Agreement”) with Alibaba.Com Singapore E-Commerce Private Limited (“Alibaba Singapore”), pursuant to
which the Company agreed to procure the Group to supply to Alibaba Group various products including but
not limited to health products, nutritional supplements and family planning products for a term commencing
on October 15, 2017 and ending on March 31, 2018. The annual cap for the purchases under the Supply
Framework Agreement was HK$10 million, which was subsequently revised to RMB23 million. The aggregate
purchases incurred under the Supply Framework Agreement for the year ended March 31, 2018 amounted to
approximately RMB19.3 million.

On February 14, 2018, the same parties entered into the renewed supply framework agreement (the
“Renewed Supply Framework Agreement”) for a term commencing from April 1, 2018 and ending on March
31, 2019 with an annual cap of RMB23 million.

Alibaba Singapore is an indirect wholly-owned subsidiary of Alibaba Holding. Accordingly, Alibaba Singapore
is an associate of Perfect Advance and hence a connected person of the Company. The transactions
contemplated under the Supply Framework Agreement and the Renewed Supply Framework Agreement
constitute continuing connected transactions of the Company in accordance with the Listing Rules.

Continuing connected transactions — Alimama

Since April 1, 2017, members of the Group and Alimama entered into the Zuanshi (¥ f) services
agreements, the Zhitongche (E ) services agreements and the Yiyebaping (—7& #8/&) services agreement
in respect of the provision of advertising services to the Group. On January 8, 2018, Hangzhou Lihe
Pharmaceutical Co., Ltd.* (fu /1€ F1 28 2 5 R A 7)) and Alibaba Health Technology (China) entered into the
Lihe advertising services agreement (together with the Zuanshi services agreements, the Zhitongche services
agreements and the Yiyebaping services agreement, the “Advertising Services Agreements”) with Alimama,
pursuant to which the Group agreed to pay Alimama advertising fees approximately RMB4.2 million for the
advertising services. The annual cap for such advertising fees payable under the Advertising Services
Agreements for the year ended March 31, 2018 was RMB10 million. The aggregate advertising fees incurred
under the Advertising Services Agreements for the year ended March 31, 2018 amounted to approximately
RMB7.7 million.

On February 14, 2018, the Company and Alimama entered into the advertising service framework agreement
(the “Advertising Service Framework Agreement”) for a term commencing from April 1, 2018 and ending on
March 31, 2019 with an annual cap of RMB54 million. Pursuant to the Advertising Service Framework
Agreement, the Group shall engage Alimama and its subsidiaries and affiliates to provide the advertising
services.

Alimama is an indirect wholly-owned subsidiary of Alibaba Holding. Accordingly, Alimama is an associate of
Perfect Advance and also a connected person of the Company. The transactions contemplated under the
Advertising Services Agreements and the Advertising Service Framework Agreement constitute continuing
connected transactions for the Company in accordance with the Listing Rules.

ALIBABA HEALTH Information Technology Limited 2018 Annual Report



ALIBABA HEALTH Information Technology Limited 2018 Annual Report

DIRECTORS’ REPORT

The Group has imposed internal control procedures to ensure that the continuing connected transactions are
conducted in accordance with the pricing policies or mechanism under the relevant framework agreements. A
specialized internal audit function has been set up during the year to carry out independent appraisal of the
adequacy and effectiveness of the internal control procedures and to review all the connected transactions. Any
findings by the internal audit function have been provided to the Directors to assist them in performing the annual
review of the continuing connected transactions. The independent non-executive Directors of the Company have
reviewed the above continuing connected transactions and have confirmed that such continuing connected
transactions were entered into () in the ordinary and usual course of business of the Group; (i) on normal
commercial terms or better and (iii) in accordance with the relevant agreement governing them on terms that are
fair and reasonable and in the interests of the shareholders of the Company as a whole.

Ernst & Young, the Company’s auditor, was engaged to report on the Group’s continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements 3000 Assurance Engagements Other Than
Audit or Reviews of Historical Financial Information and with reference to Practice Note 740 Auditor’s Letter on
Continuing Connected Transactions under the Hong Kong Listing Rules issued by the Hong Kong Institute of
Certified Public Accountants. Ernst & Young issued their unqualified letter containing their findings and conclusions
in respect of the continuing connected transactions disclosed above by the Group in accordance with Rule 14A.56
of the Listing Rules. A copy of the auditor’s letter has been provided by the Company to the Stock Exchange.

RELATED PARTY TRANSACTIONS

During the year, save as disclosed in note 33 to the consolidated financial statements, the Group had no material
transactions with its related parties.

The Directors have conducted review of the related party transactions of the Group during the year and were not
aware of any transactions requiring disclosure of connected transactions in accordance with the Listing Rules
except for those disclosed in the section of “Connected Transactions” in this report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business
of the Company were entered into or existed during the year under review.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors is currently in force and was in force throughout the
year under review. The Company has taken out and maintained appropriate insurance cover in respect of potential
legal actions against the Directors and officers of the Company.
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DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

Pursuant to Rule 8.10 of the Listing Rules, the following Director had declared interests in the following businesses
(other than those businesses where the Directors of the Company were appointed as directors to represent the
interests of the Company and/or any member of the Group) which are considered to compete or are likely to
compete, either directly or indirectly, with the business of the Group during the year:

As at the date of this report, Mr. Wu Yongming, a non-executive Director, was the controlling shareholder of
Hangzhou Vision Plus Capital Management Company Limited* (1Bl IR & & B2 AR A al). As of the date of this
report, Hangzhou Vision Plus Capital Management Company Limited* (fn/MEIZRKZEEZ AR AR and its
associates were a substantial shareholder of Choice Technology Inc., a company which operates a medical
healthcare systems and data services platform, Beijing Huifukang Information Consultancy Co., Ltd* (it R &=
BE#&#AMABMR AR, a company which operates an online doctor referral platform, Shanghai Mudi Biological
Technology Co., Ltd.* (/8% —E£%EH B R A7), a company which operates an online clinical research platform,
and Yawlih Technology (Beijing) Co., Ltd.* (BBiZEl# (I ) BBR A 7)), a company which provides hospital and
other medical data processing technology solutions. These companies, directly or through their subsidiaries or
associates or by way of other forms of investments, carry out businesses which are considered to compete or likely
to compete with the businesses of the Group.

Given that Mr. Wu is a non-executive Director and does not participate in the day-to-day operations of the Group,
the Directors believe that it would be unlikely that Mr. Wu’s aforesaid interests in the above companies would
cause any material adverse impact to the business of the Group. Mr. Wu has confirmed he is fully aware of and
has been discharging his fiduciary duty to the Company to avoid conflicts of interest. In situations where any
conflict of interests arises, Mr. Wu will refrain from discussion, taking part in the decision-making process and
voting on the relevant Board resolutions at the Board meetings.

In addition, Mr. Wu had also voluntarily entered into a deed of non-competition dated September 17, 2015 in favor
of the Company to agree to certain measures to minimize potential competition between the Company and
business invested in by certain funds that he is interested in. The deed of non-competition is valid for the period
commencing on the date of the deed of non-competition until the earlier of either of the following events or
circumstances occurs:

(@)  the liquidation of the relevant funds is completed; provided that if any successor fund is raised, the date shall
be extended to such date when () the liquidation of all successor funds is completed and (ii) Mr. Wu has no
intention to raise any additional successor fund; or

(b)  Mr. Wu ceases to be a Director of the Company, or to otherwise hold a position in the Company which owes
fiduciary duties to the Company.
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The Company believes that the deed of non-competition provides adequate measures to monitor, and the
opportunity to address, any acquisitions of interests of Mr. Wu in businesses which are considered to compete or
are likely to compete, either directly or indirectly, with the businesses of the Group. The Company would like to
emphasize that the Board is independent from the boards of directors of the above-mentioned entities, and is
accountable to the Company’s shareholders as a whole. Coupled with the diligence of its independent non-
executive Directors whose views carry significant weight in the Board’s decisions, the Group is capable of carrying
on its businesses independently of, and at arm’s length from, the businesses of the above-mentioned entities in
which Mr. Wu is interested in.

Save as disclosed, during the year and up to the date of this report, none of the Directors is considered to have
interests in a business which competes or is likely to compete, either directly or indirectly, with the business of the
Group and has any other conflicts of interest, as required to be disclosed under the Listing Rules.

TAX RELIEF

The Company is not aware of any relief on taxation available to the shareholders of the Company by reason of their
holdings of the Shares. If the shareholders of the Company are unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or exercising of any rights in relation to the shares, they are advised
to consult their professional advisers.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and to the knowledge of the Directors, at least 25%
of the Company’s total issued share capital was held by the public as at the date of this report.

AUDITOR

During the year ended March 31, 2015, Messrs. Deloitte Touche Tohmatsu resigned as auditor of the Company
and Messrs. Ernst & Young were appointed by the Directors to fill the casual vacancy so arising. There have been
no other changes of auditor in the past three years. A resolution for the reappointment of Ernst & Young as
auditor of the Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board

SHEN Difan
Chief Executive Officer and Executive Director

Hong Kong
May 16, 2018

*  For identification purpose only
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EXECUTIVE DIRECTOR AND CHIEF EXECUTIVE OFFICER

Mr. SHEN Difan, aged 39, was appointed as the executive Director and chief executive officer of the Company on
March 29, 2018. Prior to his current position, he was the general manager of Alibaba Group’s AliExpress business
from March 2012, and led the rapid expansion of AliExpress, growing Alibaba Group’s overseas brand influence.
Mr. Shen joined Alibaba Group in 2004 and had held various positions in Alibaba Group, including in relation to
B2B product operations, and in the security department and advertising product department. Mr. Shen holds a
bachelor’s degree in computing from Yantai University. Mr. Shen also acts as a consultant to Alibaba Group.

NON-EXECUTIVE DIRECTORS

Mr. WU Yongming, aged 43, was appointed as a non-executive Director and Chairman of the Company on April
17, 2015. Mr. Wu has been a senior vice president of the Alibaba Group since June 2010 and has been a special
assistant to the chairman of the board of directors of Alibaba Group Holding Limited (“Alibaba Holding”) since
September 2014, the shares of which are listed on the New York Stock Exchange (stock code: BABA). Mr. Wu
also served as technology director of Alibaba (China) Technology Co., Ltd.* (Bl B EE (fr E) 48 4% F i B BR A 7))
from September 1999, technology director of Alipay (China) Information Technology Co., Ltd.* (32 1+ (fh E) 48 4%
H i AR A7) from December 2004, P4P business director of Alibaba Group from November 2005, general
manager of Hangzhou Alimama Technology Co., Ltd.* (17 /M fi] 2 4% 4% 48 4% £ 1l B BR 2 7)) from December 2007,
chief technology officer of Taobao (China) Software Co., Ltd.* (A2 (1 E) & Q7)) from September 2008, and
was responsible for Alibaba Group’s search business, advertising business and mobile business from October
2011. Mr. Wu was previously a director of AutoNavi Holdings Limited, a then NASDAQ-listed company, from May
2013 to July 2014. Mr. Wu graduated from college of information engineering of Zhejiang University of Technology,
PRC in June 1996.

Mr. WANG Lei, aged 38, was re-designated as a non-executive Director on 29 March 2018. Mr. Wang currently
serves as vice president of Alibaba Group Holding Limited and chief executive officer of Ele.me. Prior to this
position, Mr. Wang was the general manager of Alibaba Group’s Taobao Diandian business from September 2013.
Mr. Wang held various positions within Alibaba Group since he joined Alibaba Group in 2003, including senior
director of the B2B advertising service department and senior director of the mobile Internet business department’s
020 workshop. Mr. Wang holds a bachelor’'s degree in precision instruments from China Jiliang University. Mr.
Wang is a director of certain subsidiaries of the Company.
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Mr. KANG Kai, aged 41, has been a director of Tmall that is a third party online platform for brands and retailers
operated by Alibaba Group (a group of companies comprising Alibaba Holding and its subsidiaries, the “Alibaba
Group”) under the domain name Tmall.com (the “Tmall”) and head of Tmall’s medical and healthcare business since
he joined Alibaba Group in July 2014. Mr. Kang was previously the chief operating officer of Beijing Haoyaoshi
Pharmacy Chain Co., Ltd.* (b 54T Z&Ah K 22 5 i $5 B BR 2 7)) and before that, he was a member of management
of Leyou (China) Chain Supermarket Company Limited* (%2 (4 B) #8  # #8 A R 2 &) where he was responsible
for formulating and implementing the goals and strategies for the company’s e-commerce business. He was vice-
president, health products business for Shanghai Yishiduo e-Commerce Company Limited* (E/ 8 HEZEFREmEA
fR A 7)) (more commonly known as Yihaodian) from October 2009 to December 2010. Mr. Kang was also a deputy
general manager of Jinxiang Internet Technology Co., Ltd* (Jt R & REL B LB F R A F]), from April 2007 to
September 2009. Mr. Kang obtained a bachelor’s degree in computer science and engineering from the Beijing
University of Technology, PRC in July 1999 and a master of science degree in multimedia and internet computing
from the Loughborough University, United Kingdom in December 2003.

Ms. ZHANG Yu, aged 45, was appointed a non-executive Director on December 29, 2017. She joined Alibaba
Group in November 2015, and is the vice president of finance at Alibaba Group. She is also a director of Suning
Commerce Group Co., Ltd. (BrEEFEE MR M BR A F]) (@ company listed on the Shenzhen Stock Exchange)
since March 2017, a supervisor of Ant Small and Micro Financial Services Group Co., Ltd.* (/T %5 & /N ik & &b AR
B EE D B R A A since December 2016 and the financial controller and the supervisor of various subsidiaries
of Alibaba Group. Ms. Zhang was an independent non-executive director of Alibaba Pictures Group Limited (SEHK:
1060) from June 2014 to November 2015. She was a partner of the Corporate Finance Audit (CFA) function in
Siemens AG’s East Asia Pacific Region since October 2010 where she managed a team of professionals across
the finance, operations, IT, compliance and forensic audit disciplines, serving regions and countries such as the
PRC, Southeast Asia, Korea, Japan, Australia and New Zealand. Before joining Siemens AG, Ms. Zhang was a
partner at KPMG, where she had worked for more than 14 years serving large multinational companies and PRC
companies. She has extensive business experience working with audit committees and management. Ms. Zhang
holds a bachelor’s degree in economics from Renmin University of China and a master’s degree in accounting from
University of Denver, the United States. She is also a Certified Public Accountant in the PRC and the United
States.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. YAN Xuan, aged 56, was appointed as an independent non-executive Director of the Company on May 9,
2014. Appointed in June 2011, Mr. Yan was President of Nielsen Holdings N.V. Greater China. He became
Chairman of Growth Markets of Nielsen Holdings N.V. in January 2018. Before joining Nielsen Holdings N.V., Mr.
Yan spent close to two decades in China in senior and executive positions with leading global companies, such as
AT&T, Microsoft Corporation, Oracle Corporation and Qualcomm Incorporated. Mr. Yan was previously a vice
chairman of the board of governors of American Chamber of Commerce in China from January to December 2008
as well as a member of the board of directors of the United States Information Technology Office. Mr. Yan also
served as a director or vice-chairman on the boards of directors of several US-China telecom equipment and
software joint ventures. Mr. Yan received his juris doctor from Duke University School of Law, U.S. as a Richard M.
Nixon Scholar in 1987, and attended the Advanced Management Program at Harvard Business School, U.S. in
2000.

Mr. LUO Tong, aged 51, was appointed as an independent non-executive Director of the Company on May 9,
2014. Mr. Luo is currently the chief strategy officer of Yiguo Information Technology Co., Ltd. Mr. Luo has over 20
years of experience of retailing operation and management. Before joining the Board of the Company, he worked
as the regional general manager for Walmart's Zhejiang Province Operations, the vice president of operations and
development for China Nepstar Chain Drugstore Ltd., the vice president of operations for Tesiro Jewellery
Company and the general manager of retail development of Guangzhou Pharmaceuticals Corporation. Mr. Luo has
obtained a diploma in business administration from Guangzhou Finance and Trade Management Institute and a
diploma in English from Guangdong Social Science College.

Mr. WONG King On, Samuel, aged 65, was appointed as an independent non-executive Director of the Company
on May 9, 2014. During the period from October 2010 to November 2013, Mr. Wong was an independent non-
executive director and chairman of the audit committee of Yashili International Holdings Limited (Stock code: 1230)
which was listed on the Hong Kong Stock Exchange Limited. Mr. Wong has over 30 years of experience in
accounting and finance. Mr. Wong joined Ernst & Young in October 1979 and was elected to its partnership in
January 1993. Mr. Wong was the managing partner, China Central of Ernst & Young and a member of the
management committee of the China firm of Ernst & Young from 2005 until his retirement in 2010. Mr. Wong was
a professor of practice (accounting) of the school of accounting and finance of the Hong Kong Polytechnic
University from September 2013 to August 2016, and also an adjunct professor of the school of accounting &
finance of the Hong Kong Polytechnic University from 2002 to 2010. Mr. Wong was the president of Association of
Chartered Certified Accountants (ACCA) Hong Kong for 1998-1999 and a member of the global council of ACCA
from 1999 to 2005. Mr. Wong was also the first non-European global president of ACCA for 2003—2004. Mr. Wong
is a member of the Hong Kong Institute of Certified Public Accountants, a member of the ACCA and a Certified
Practising Accountant Australia. Mr. Wong obtained a master of business administration degree from the University
of Bradford, United Kingdom in December 1978. Mr. Wong was awarded the Binder Hamlyn Prize for the best
student in financial management in 1978.
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COMPANY SECRETARY

Ms. LEW Aishan, Nicole, joined the Group in August 2014 and is the General Counsel of the Group. Prior to
joining the Group, Ms. Lew worked at Freshfields Bruckhaus Deringer from 2006 to 2014. Ms. Lew obtained a
Bachelor of Laws honors degree from University College London and is qualified to practice law in England and
Wales. She was admitted as a solicitor of the High Court of Hong Kong in 2008 and is a current member of the
Law Society of Hong Kong.

For details of the interests and short positions of the Directors in the share capital and underlying shares of the
Company or its associated corporations within the meaning of Part XV of the Securities and Futures Ordinance (the
“SFQO”), please refer to the section headed “Directors’ and Chief Executive’s Interest and Short Positions in Shares
and Underlying Shares”.

* For identification purpose only
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The Company strives to continuously attain and maintain high standards of corporate governance as it believes that
effective corporate governance practices are fundamental to safeguarding the interests of its shareholders and other
stakeholders, and to enhancing shareholder value.

In the opinion of the Board of the Company, throughout the year ended March 31, 2018, the Company has
complied with the code provisions (“Code Provisions”) set out in the Corporate Governance Code (the “CG Code”)
under Appendix 14 to the Listing Rules, except in respect of the following matter:

Code provision A.6.7 stipulates that independent non-executive Directors and other non-executive Directors should
attend general meetings and develop a balanced understanding of the views of shareholders. Mr. Wu Yongming,
Mr. Tsai Chung, Joseph*, Ms. Huang Aizhu* and Mr. Kang Kai, being non-executive Directors, and Mr. Yan Xuan
and Mr. Luo Tong, being independent non-executive Directors were not able to attend the special general meeting
of the Company held on June 29, 2017; Mr. Wu Yongming, Mr. Tsai Chung, Joseph, Ms. Huang Aizhu and Mr.
Kang Kai were not able to attend the annual general meeting of the Company held on July 26, 2017; Mr. Wu
Yongming and Mr. Kang Kai were not able to attend the special general meetings of the Company held on
January 4, 2018 and January 26, 2018, respectively; and Mr. Kang Kai and Ms. Zhang Yu, a non-executive
Director appointed on December 29, 2017, were not able to attend the special general meeting of the Company
held on March 29, 2018 due to conflicts of prior scheduled engagements with the meeting times. However, the
Company has reported to the Directors on the items discussed at the general meetings and the feedback from the
shareholders.

THE BOARD
Composition

As at the date of this report, the Board comprises eight Directors, including (i) an executive Director, namely Mr.
Shen Difan (Chief Executive Officer); (i) four non-executive Directors, namely Mr. Wu Yongming (Chairman), Mr.
Wang Lei, Mr. Kang Kai and Ms. Zhang Yu; and (i) three independent non-executive Directors (“INED(s)”), namely
Mr. Yan Xuan, Mr. Luo Tong and Mr. Wong King On, Samuel. The names and biographical details of each Director
are disclosed on pages 44 to 46 of this annual report. The non-executive Directors and the INEDs are appointed
for a term of one year and their appointment shall be renewable automatically for successive term of one year each
commencing from the next day after the expiry of the then current term of their appointment unless terminated by
the Company in accordance with the term of their appointment letters and the provisions of the bye-laws of the
Company, respectively.

During the year and up to the date of this report, all Directors have brought a wide spectrum of valuable business
experience, knowledge and professionalism to the Board for the efficient and effective delivery of the Board’s
functions. The INEDs are invited to serve on the Audit Committee, the Remuneration Committee and the
Nomination Committee.

* Mr. Tsai Chung, Joseph and Ms. Huang Aizhu resigned as non-executive Directors on December 29, 2017.
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Each INED, pursuant to the guidelines set out in rule 3.13 of the Listing Rules, has confirmed he had been
independent of the Company throughout the year ended March 31, 2018 and up to the date of this report, and the
Company also considers that they have been independent. Each INED is subject to the requirement that one-third
of all the Directors shall retire from office by rotation at each annual general meeting pursuant to the bye-laws of
the Company. Save as disclosed, there is no relationship (including financial, business, family or other material or
relevant relationship) between each Director (including INED) and the other members of the Board or the senior
management and between the Chairman and the Chief Executive Officer.

Function

The key responsibilities of the Board include, among other things, formulating the Group’s overall strategies, setting
any major acquisition and disposal, major capital investment and dividend policies, regulating and reviewing internal
controls, formulating the Company’s corporate governance policy, supervising management’s performance and
reviewing the adequacy of the Group’s resources.

The INEDs play a significant role on the Board by virtue of their independent judgment and their views carry
significant weight in the Board’s decisions. They bring an impartial view on issues of the Company’s strategies,
performance and controls.

The Company views that well-developed and timely reporting systems and internal controls are essential, and the
Board plays a key role in the implementation and monitoring of internal financial controls.

Chairman and Chief Executive Officer

Mr. Wu Yongming is the chairman of the Board and Mr. Wang Lei was the chief executive officer of the Company
for the year ended March 31, 2018 up to March 28, 2018, following which Mr. Shen Difan was appointed on
March 29, 2018. As such, the Company has fully complied with the code provision A.2.1 of the CG Code during
the year ended March 31, 2018.
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The Board held eight Board meetings during the year ended March 31, 2018. Agenda and accompanying board

papers were sent to all Directors in a timely manner. Directors who could not attend in person could participate

through other electronic means of communications. Individual attendance of each Director at the Board meetings,

Board Committee meetings and general meetings during the year ended March 31, 2018 are set out in the table

below:
Number of meetings attended/Number of meetings eligible to attend
Annual Special Audit Remuneration Nomination
General General Board Committee Committee Committee

Directors Meeting Meeting Meeting Meeting Meeting Meeting
Executive Director
Mr. Shen Difan (Chief Executive Officer,

appointed on March 29, 2018) 0/0 0/0 0/0 N/A N/A N/A
Non-executive Directors
Mr. Wu Yongming (Chairman) 0N 1/4 6/8 N/A 2/2 2/2
Mr. Tsai Chung, Joseph (resigned on

December 29, 2017) Al Al 3/5 N/A N/A N/A
Ms. Huang Aizhu (resigned on

December 29, 2017) 0N VAl 3/5 N/A N/A N/A
Mr. Wang Lei (re-designated from

executive director to non-executive

director on March 29, 2018) 1/1 1/4 8/8 N/A N/A N/A
Mr. Kang Kai Al 0/4 6/8 N/A N/A N/A
Ms. Zhang Yu (appointed on

December 29, 2017) 0/0 2/3 3/3 N/A N/A N/A
Independent Non-executive

Directors
Mr. Yan Xuan 11 3/4 8/8 3/3 2/2 N/A
Mr. Luo Tong 1/ 3/4 8/8 2/3 N/A 2/2
Mr. Wong King On, Samuel 1/1 4/4 8/8 3/3 2/2 2/2

Directors’ Training

Each newly-appointed Director is offered training by the Company upon his or her appointment, so as to ensure

that they have appropriate understanding of the Company’s business and they are aware of their duties as

directors under the applicable laws and regulations.
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Pursuant to Code Provision A.6.5 of the CG Code, all directors should participate in continuous professional
development to develop and refresh their knowledge and skills. This is to ensure that their contribution to the
Board remains informed and relevant. During the financial year ended March 31, 2018, all of the following Directors
participated in continuous professional development by attending seminars or by self-studying of materials on topics
related to corporate governance, regulations and business:

Executive Director

Mr. Shen Difan Self-study

Non-executive Directors

Mr. Wu Yongming Attending seminars and self-study
Mr. Wang Lei Attending seminars and self-study
Mr. Kang Kai Attending seminars and self-study
Ms. Zhang Yu Attending seminars and self-study

Independent Non-executive Directors

Mr. Yan Xuan Attending seminars
Mr. Luo Tong Attending seminars and self-study
Mr. Wong King On, Samuel Attending seminars

Board Committees

Throughout the year ended March 31, 2018, the Company maintained the Audit Committee, the Nomination
Committee and the Remuneration Committee in compliance with the Listing Rules and the relevant Code Provisions
of the CG Code.

Remuneration Committee

The Remuneration Committee currently comprises Mr. Yan Xuan (Chairman), Mr. Wu Yongming and Mr. Wong King
On, Samuel, with specific terms of reference which clearly deals with its authority and duties.

The main duties of the Remuneration Committee include:

(@)  to make recommendations to the Board on the Company’s policy for and structure of remuneration for all
Directors and senior management and on the establishment of a formal and transparent procedure for
developing the remuneration policy;
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(b)  to make recommendations to the Board on the remuneration packages of individual executive Directors and
senior management, including benefits in kind, pension rights and compensation payments, and make
recommendations to the Board on the remuneration of non-executive Directors;

(c) to review and approve the management’s remuneration proposals with reference to the Board’s corporate goals
and objectives; and

(d)  to, on behalf of the Board, review and approve any proposed grant of options and restricted share units in
accordance with any share award scheme adopted by the Company and in force from time to time under
certain authorization.

The Remuneration Committee held two meetings for the year ended March 31, 2018. The Remuneration
Committee discussed and made recommendations on the remuneration to be paid to the Directors for the year
ended March 31, 2018, the grant of share options and restricted share units under the share award scheme of the
Company adopted by the Company on November 24, 2014 and the amendments to the standard policy of grant of
share awards of the Company.

Audit Committee

The Audit Committee currently comprises Mr. Wong King On, Samuel (Chairman), Mr. Yan Xuan and Mr. Luo Tong,
with specific terms of reference which clearly deals with its authority and duties.

The main duties of the Audit Committee include:

(@) to consider the appointment of the external auditor and any questions in relation to its resignation or dismissal,
(b)  to discuss with the external auditor the nature and scope of the audit;

(c) to review the half-year and annual financial statements before submission to the Board;

(d)  to discuss problems and reservations arising from the interim and final audits, and any matters the auditor may
wish to discuss;

(e) to review the external auditor’'s management letter and management’s response;
() to review the Company’s financial reporting system, risk management systems and internal control procedures;

(9) to review the internal audit function, and ensure coordination with external auditor, and ensure the internal audit
function has adequate resources and appropriate standing within the Company; and

(h)  to consider the major findings of internal investigations and management’s response.
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The Audit Committee held three meetings for the financial year ended March 31, 2018. The Audit Committee
reviewed the financial statements of the Company for the year ended March 31, 2017 and for the six months
period ended September 30, 2017, re-appointment of Ernst & Young as auditor of the Company, internal controls
and risk management system and Ernst & Young’s audit plan for the year ended March 31, 2018, and made
relevant recommendations to the Board for its approval.

During the year under review, the Company set up a specialized internal audit function to carry out the analysis
and independent appraisal of the adequacy and effectiveness of the Company’s risk management and internal
control systems.

Nomination Committee

The Nomination Committee currently comprises Mr. Wu Yongming (Chairman), Mr. Luo Tong and Mr. Wong King
On, Samuel, with specific terms of reference which clearly deals with its authority and duties.

The main duties of the Nomination Committee include:

(@)  to review the structure, size and composition (including the skills, knowledge and experience) of the Board at
least annually and to make recommendations on any proposed changes to the Board to complement the
Company’s corporate strategy;

(b)  to identify individuals suitably qualified to become members of the Board and to select or to make
recommendations to the Board on the selection of individuals nominated for directorships;

(c) to assess the independence of the independent non-executive Directors; and

(d)  to make recommendations to the Board on the appointment or re-appointment of Directors and succession
planning for Directors, in particular the chairman of the Board and the chief executive officer of the
Company.

The Nomination Committee held two meetings for the year ended March 31, 2018. The Nomination Committee,
assessed the independence of the independent non-executive Directors, reviewed the retirement schedule, made
recommendations on the retirement and re-election of Directors and reviewed the composition, size and diversity of
the Board.
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Board Diversity Policy

With effect from June 19, 2014, the Board adopted a board diversity policy (the “Policy”) setting out the approach
to achieve diversity on the Board. The Board considered that the diversity of Board members can be achieved
through the consideration of a number of aspects, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will be considered against objective criteria, having due
regard for the benefits of diversity of the Board. The Nomination Committee reviews the Policy on a regular basis
and discusses any revisions that might be required, and recommends to the Board for consideration and approval.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuer as set out in
Appendix 10 to the Listing Rules (the “Model Code”) to regulate the Directors’ dealings in the Group’s securities. In
response to specific enquires by the Company, all Directors have confirmed that they have complied with the
Model Code in their securities transactions throughout the year ended March 31, 2018.

COMPANY SECRETARY

The company secretary of the Company, Ms. Lew Aishan Nicole confirms that she has complied with all the
required qualifications, experience and training requirements of the Listing Rules for the year under review.

AUDITOR’S REMUNERATION

The remuneration paid to Ernst & Young for audit and non-audit services for the year ended March 31, 2018
amounted to approximately RMB1,229,000 and RMB661,000, respectively. The non-audit services provided by
Ernst & Young to the Group were in relation to the review service on the interim results, limited assurance services
on continuing connected transactions, other professional service related to the environmental, social and
governance assessment and tax review service.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board and the management of the Group maintain a sound and effective system of internal controls of the
Group so as to ensure the effectiveness and efficiency of operations of the Group in achieving its established
corporate objectives, safeguarding assets of the Group, rendering reliable financial reporting and complying with the
applicable laws and regulations.

The Board is also responsible for making appropriate assertions on the adequacy of internal controls over financial
reporting and the effectiveness of disclosure controls and procedures. Through the Audit Committee of the Board,
the Board reviews the effectiveness of these systems.
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It is also the Board’s responsibility to review the effectiveness of the Group’s risk management system and ensure
that risk management controls are sound and effective to safeguard the investment of the Company’s shareholders
and the Group’s assets at all times. In connection with this, the Board formed a risk management committee on
November 23, 2016 to discharge its role in monitoring and in exercising oversight over the risk management of the
Company.

The Audit Committee and the Board performed its annual review of the Group’s risk management and internal
controls and concluded that for the year ended March 31, 2018, (a) the Group’s risk management and internal
control systems were effective; (b) the Group had adopted the necessary control mechanisms to monitor and
correct non-compliance; and (c) the Group had complied satisfactorily with the requirements of the Corporate
Governance Code in respect of risk management and internal control systems.

SHAREHOLDER COMMUNICATION POLICY
Purpose

1. This policy aims at ensuring that the Company’s shareholders, both individual and institutional (collectively,
“Shareholders”), and, in appropriate circumstances, the investment community at large, are provided with
ready, equal and timely access to balanced and understandable information about the Company (including its
financial performance, strategic goals and plans, material developments, governance and risk profile), to
enable Shareholders to exercise their rights in an informed manner, and to allow Shareholders and the
investment community to engage actively with the Company. The Board will review the effectiveness of this
policy on a regular basis.

Communication Strategies
Corporate Website

2. The Company communicates to its Shareholders through announcements and interim and annual reports
published on its website at http://www.irasia.com/listco/hk/alihealth/. The information on the website is
updated on a regular basis.

3. Information released by the Company to the Stock Exchange is also posted on the Stock Exchange’s website
immediately thereafter. Such information includes financial statements, results announcements, circulars and
notices of general meetings and associated explanatory documents etc.

Shareholders’ meetings

4. The Shareholders are encouraged to participate in general meetings or to appoint proxies to attend and vote
at meetings for and on their behalf if they are unable to attend the meetings.

5. The process of the Company’s general meetings will be monitored and reviewed on a regular basis, and, if
necessary, changes will be made to ensure that Shareholders’ needs are best served.
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6. Board members, in particular, either the chairman of the Board or chairman of Board committees or their
delegates, appropriate management executives and external auditor will attend annual general meetings
to answer Shareholders’ questions.

Shareholder Privacy

The Company recognizes the importance of Shareholders’ privacy and will not disclose Shareholders’ information
without their consent, unless required by law to do so.

SHAREHOLDERS’ RIGHTS
Procedures for shareholders to convene a special general meeting

Shareholders, holding at the date of the requisition not less than 10% of the paid-up capital of the Company
carrying the right to vote at general meetings of the Company, shall at all times have the right by written
requisition to the Board or the Company Secretary, to require a special general meeting (the “SGM”) to be called
by the Board for the transaction of any business specified in such requisition.

The requisitionists must state the purpose of the meeting and their contact details in the requisition, and sign and
deposit the requisition at the principal place of business of the Company for the attention of the Company
Secretary.

The SGM shall be held within two months from the deposit of the requisition. If the Board fails to proceed to
convene the SGM within 21 days of such deposit, the requisitionists, or any of them representing more than 50%
of the total voting rights of all of them, may convene the SGM by themselves in accordance with the provisions of
Section 74(3) of the Companies Act 1981 of Bermuda (as amended), but any SGM so convened shall not be held
after the expiration of three months from the deposit of the requisition.

Procedures for putting forward proposals at general meetings

Shareholders holding not less than 5% of the total voting rights of all shareholders having a right to vote at the
general meeting or not less than 100 shareholders can submit a written request stating a resolution to be moved at
the annual general meeting (the “AGM”) or a statement of not more than 1,000 words with respect to a matter
referred to in any proposed resolution or the business to be dealt with at a particular general meeting.

The requisitionists must sign and deposit the written request or statement at the registered office of the Company
and the principal place of business of the Company for the attention of the Company Secretary, not less than six
weeks before the AGM in the case of a requisition requiring notice of a resolution and not less than one week
before the general meeting in the case of any other requisition.
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If the written request is in order, the Company Secretary will ask the Board to include the resolution in the agenda
for the AGM, as the case may be, to circulate the statement for the general meeting, provided that the
requisitionists have deposited a sum of money reasonably determined by the Board sufficient to meet the expenses
in serving the notice of the resolution and/or circulating the statement submitted by the requisitionists in
accordance with the statutory requirements to all the registered shareholders.

Procedures for sending enquires to the Board

Shareholders may send their enquiries with sufficient contact details to the Board at the principal place of the
business of the Company for the attention of the Company Secretary. When the written enquiries are in order, the
Company will direct them to the Board.

CONSTITUTIONAL DOCUMENTS
There was no amendment to the bye-laws of the Company during the year under review.
DIRECTORS’ RESPONSIBILITY IN PREPARING THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the Company’s financial statements of the Group (the
“Financial Statements”) which give a true and fair view and are in accordance with Hong Kong Financial Reporting
Standards published by the Hong Kong Institute of Certified Public Accountants. The Directors endeavor to ensure
a balanced, clear and understandable assessments of the Group’s performance, position and prospects in financial
reporting. Accordingly, appropriate accounting policies are selected and applied consistently; judgments and
estimates made are prudent and reasonable.

The statement of the Company’s auditor about their reporting responsibilities on the Financial Statements is set out
in the Independent Auditor’s Report on pages 69 to 75 of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Group considers risk management and internal control to be a core part of its operational management
and business activities. The Group is committed to:

(i) establishing a comprehensive risk management system which is in line with the Group’s strategy and its
specific business characteristics;

(i) continually optimizing its risk management organizational structure;

(i)  standardizing its risk management processes; and

(iv)  adopting quantitative and qualitative approaches to drive better identification, evaluation and mitigation
of risks,

to achieve a balance between risks and rewards, and to achieve sustainable business development while
appropriately managing risks.

RISK MANAGEMENT AND INTERNAL CONTROL FRAMEWORK

The risk management and internal control systems aim to support the realization of the Company’s strategy,
vision and mission as well as the sustainable development of its business. The risk management objectives of
“Strategy”, “Operation”, “Reporting” and “Compliance” can be achieved by implementing the processes of risk
identification, evaluation, remediation and monitoring. Risk management capability is one of the Company’s
core competitive competencies, and we believe that implementing risk management and internal control
systems over each business line and every functional department will help enhance long-term shareholder
value. The Group’s risk management and internal control framework includes three levels: strategy,

management and operation.
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Risk Management
Organisational Framework
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Risk Management Processes |
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Risk Management Strategy

The Group’s risk management strategy is aimed at “ensuring steady growth and sustainable
development of the Group’s businesses through continuous optimization of the Group’s risk
management framework, capability and culture”.

Risk Management Objectives

The Company’s risk management objectives include:

(1)  Strategic objective — to construct our risk management and internal control systems so that they
are compatible with the Company’s strategic objectives and support the achievement of its
strategic goals and sustainable business development;

(2)  Operational objective — to continuously improve the Company’s risk management capabilities,
thereby reducing uncertainties in the achievement of our operational goals, supporting our
business expansion and innovative activities, and ensuring the efficiency and effectiveness of our
operational activities;
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internal management policies, standardize our operational management and business processes to

Reporting objective — to ensure the validity, accuracy and completeness of our financial and

Compliance objective — to ensure compliance with both external regulatory requirements and

maintain the legality and compliance of each business transaction of the Company.

3
operation management reporting; and
(4)
° Risk Preferences

Risk preferences set the tone for the Group’s overall risk profile. Having adopted a prudent stance in
the determination of its risk preferences, the Group organically integrates its development strategies with
its risk preferences by taking into account its overall strategic deployment and the needs of each
business segment, thereby facilitating the healthy operation and sustainable growth of the Group as well

as each business line.

° Risk Management Organizational Structure

The Group’s risk management organizational structure has three levels: governance, management and
execution. The risk management responsibilities and reporting relationships of the different levels are

illustrated below.

Assess and determine the nature and level
of risks that the Company is willing to
accept to achieve its strategic goals

+

Governance

systems

Management Committee on their effectiveness

Business Team

First Line of Defence

Management

Each business team takes responsibility for
daily business operation management and
internal control functions.

Execution
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Ensure that effective risk management and
internal control systems have been
established and maintained by the
Company

The Board

Oversee management's design, implemen-
tation and monitoring of the Company’s risk
management and internal control systems
on an ongoing basis

A

Risk Management Committee Audit Committee

Review and provide assurance to the Board on the design and
operational effectiveness of the risk management and internal control

Report to the Board and assist in overseeing whether management's
design, implementation and monitoring of the risk management and

internal control systems are effective and adequate

+
[ swthemes ]

Senior Management

Design, implement and monitor the risk management and internal control systems, and provide assurance to the Risk

Risk Management Team

Second Line of Defence

Risk control, finance, legal and quality
control teams conduct daily supervision of
the work at the First Line of Defence, and
perform regular risk and compliance reviews
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Internal Audit Team

Third Line of Defence

Internal audit team conducts ongoing
supervision and assessment independently,
and performs regular internal control review
and internal audit
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Management Processes

Risk identification — based on the Group’s strategic and operational objectives, management
identifies uncertainties and risk exposures which could affect the Company’s realization of its
strategic and operational objectives in eleven major areas, including strategic management,
operational management, marketing management, financial management, legal management,
human resources management, information technology and data security management, reputation
management, strategic investment management, client service management, big data and
algorithm.

Risk assessment — management evaluate and rate risks based on the two dimensions of probability
and impact and rank them as “high”, “moderate” or “low” based on the rating results, to create a
risk heat map.

Risk response — risk response strategies include risk avoidance, transfer, mitigation and
acceptance. Based on the risk identification and assessment results, management adopts the
appropriate risk response strategy to design and implement relevant internal control activities to
address the specific risk.

Risk monitoring — risk monitoring is to oversee the implementation of risk mitigation measures as
well as to continuously improve internal control activities, which includes ongoing daily business
operation monitoring and regular independent internal assessment and audit.

Risk reporting — risk reporting is to report on the effectiveness of the design, implementation and
operation of the risk management and internal control systems to management, the Board of
Directors, the Audit Committee and the Risk Management Committee.

Management Assurance Mechanisms

The Company’s risk mitigation processes and internal control activities include processes and
internal control activities at the organizational, operational, financial reporting and IT system levels.
The relevant processes and internal control activities have been recorded in internal control
manuals and policies, which are published on our system platform for all employees to access
and study.
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° Risk management performance appraisal provides assurance for risk management implementation
and the Company ensures implementation of its risk management strategies by raising all
employees’ risk awareness, standardizing internal control processes and adopting a policy of total
accountability of all employees.

° The Group ensures the implementation of operational procedures, policies and internal control
activities through related communication and training, which may take such forms as centralized
training sessions, seminars or workshops, on-job communication and instructions, online video
courses, e-mail reminders and online examinations etc., covering content such as policies, internal
control training, legal and regulatory compliance, integrity training and data security management.

MAIN RISK MANAGEMENT AND INTERNAL CONTROLS WORK CONDUCTED IN FY2018

By the end of March 31, 2018, the Risk Management Committee had held three meetings and reported
to the Board of Directors twice on the effectiveness of the Company’s risk management and internal
control systems. The tasks completed by the committee in FY2018 included: (i) discussion and review
of the Group’s findings on major risk identification and assessment, the risk heat map, the risk
management strategies and major internal control measures mitigating key risks; (i) discussion and
review of the Report on Internal Control Assessment for FY2018 submitted by the internal audit team
and oversight of management’s responsibilities of design, implementation and monitoring of the risk
management and internal control systems; (iii)j discussion and review of the Risk Management and
Internal Control Report and Environmental, Social and Governance Report required to be disclosed in
the Company’s annual report for FY2018; (iv) discussion and review of the work plan and key points of
risk management and internal control work for FY2019 as well as the expected outputs and timetable
etc.

Management identified uncertainties and risk exposures in 11 major areas (including strategic risk,
operational risk, marketing risk, financial risk, legal risk, human resources risk, information technology
and data security risk, reputational risk, strategic investment, customer experience, big data and
algorithms); completed the definition, assessment and ranking of the identified risks; drew up the risk
heat map; discussed risk mitigation proposals and measures and updated the Risk Evaluation Summary
of Alibaba Health, which forms the main basis for risk management and internal control work for
FY2018 and FY2019.
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° The business team has taken steps to standardize the policies and operational procedures which were
published on the Company’s policy management platform as reference and learning materials for all
employees.

° The internal audit team completed its independent review of the design and operational effectiveness of
the Company’s internal control activities in certain major risk areas and presented the Internal Control
Review Report to the Audit Committee, the Risk Management Committee and the Company’s
management team.

° The risk management function’s quality control team monitored data analysis reports on key risk indicators
on a weekly basis, constantly focusing on warning data shown through the risk indicators and adopting
relevant preventative measures in a timely manner.

° The risk management team arranged centralized training sessions for all staff on a quarterly basis to
promote risk management awareness and promote risk management culture. Topics covered by such
training sessions included, among other things, guidance of business processes and internal control,
integrity and code of business conduct, business compliance with relevant laws and regulations, and
data security management.

DISCLOSURE OF MATERIAL RISKS

During this year, the Group conducted the identification, analysis and prioritization of all the risks faced by its
existing and new businesses which resulted in the identification of the following material risks:

Major Risks Description of Risks Risk Responses

Regulatory Risks As the Company operates its principal e Establish relevant business processes
businesses under a strict regulatory and procedures and internal control
regime, if we breach applicable measures, and added internal
regulatory requirements, we may be monitoring and checks by specialist
subject to penalties which may adversely teams in relation to matters involving
affect our brand reputation and business. regulatory issues, to ensure that the
If we do not have a timely understanding Company’s business operations
of changes in and updates on the comply with regulatory requirements;

applicable policies, rules and regulations,
or do not sufficiently assess the impact
of policies and regulations changes on
our business operation, management
would be unable to adopt mitigating
measures on a timely basis, which would
affect the Company’s regular business
activities and its business continuity.
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Major Risks Description of Risks

Risk Responses
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Stay up-to-date with applicable rules,
regulations and regulatory
requirements issued by the
government and regulators via
announcements and notices from the
authorities, as well as the news
media, the internet and Alibaba
Group’s legislation monitoring
system. The Company also actively
participates in forums organized by
the government and regulatory bodies
to ensure that it is fully aware of the
latest government and regulatory
requirements and updates;

The Company has established
information sharing channels to keep
business teams abreast of the latest
regulatory requirements; we also
organize regular internal seminars and
trainings to study and discuss the
applicable rules, regulations and
regulatory requirements issued by the
government and regulators, with a
view to ensuring that the relevant
business teams accurately
understand the policies and
regulations;



Major Risks

ALIBABA HEALTH Information Technology Limited 2018 Annual Report

RISK MANAGEMENT AND INTERNAL CONTROL

Description of Risks

Risk Responses

Information
Technology and
Data Management
Risks

As an Internet company, information
technology and data management form a
solid foundation and an important
infrastructure for the Company’s business
development and operation, as well as
one of the competitive advantages to

help the Company maintain high

innovation levels and to become an
industry leader. Any failure or
postponement in our product R&D,

disruption of transactions due to
malfunctioning information systems, or

leakage or loss of or unauthorized
tampering of our data would have a
material adverse impact on us achieving
brand

business continuity and

our strategic objectives, our
reputation,
customer satisfaction.

The legal team and business teams
jointly assess the impact of policy
and regulatory changes on our
business, and design mitigating
measures and alternative business
models in response to the changes,
so as to ensure business continuity

as well as regulatory compliance.

The Company has established
standardized product research and
development (R&D) procedures, R&D
project management mechanisms,
coordination, communication and
incentive mechanisms for cross-team
cooperation between R&D, business,
product and marketing teams to
ensure timely and effective
development of products to meet

business needs;

The Company has established IT
system maintenance standards and
business continuity management
procedures, contingency plans for IT
system interruptions, and the disaster
recovery plans and drills to ensure
smooth and uninterrupted operation
of our systems and to improve the
capability of the system to respond
quickly to risk events;
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Major Risks Description of Risks

Risk Responses

ALIBABA HEALTH Information Technology Limited 2018 Annual Report

To comprehensively safeguard the
Company from the risks of data
leakage, loss and tampering from the
three areas of staff, processes and
information technology, the Company
(i) has established management
procedures for data collection and
transmission, storage security,
encrypted protection, authorized
access and usage, and destruction;
(i) has deployed information
technology for data security
management and encrypted
protection; and (iii) organizes regular
trainings to communicate data
security and encryption requirements
to all our employees.

In the course of obtaining 1ISO27001
(information security management
system) and 1SO9001 (quality
management system) accreditation,
the Company also further conducted
self-review and enhanced its
information technology and data
security management systems and
procedures according to international
standards.
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Description of Risks

Risk Responses

Competitive Risks

In China, there is intense competition in
The
in business and

the internet healthcare sector.
continuous changes
operational models, as well as significant
moves or decisions by major competitors
in the industry and new entrants, may
threats to and have
impact on the Company’s

bring potential
adverse
business and competitive advantage.

The responsible manager for each
business segment closely monitors
the competitive situation of his/her
business segment, and reports on the
relevant information and his/her
analysis and judgment at the monthly

management meeting;

The Company has a specialist team
which conducts in-depth analysis and
research on competition in the

industry regularly and reports to

management, which enables
management to make informed
business decisions and develop
appropriate operational strategies and
effective solutions to address the

competitive risks;

Senior management is committed to
innovative and diversified
management in relation to the
Company’s business plans and
strategic positioning. In the course of
steadfastly executing the Company’s
strategic decisions, senior
management strives for the Company
to develop and accumulate core
competitive advantages and become
an unsurpassable company in the

industry.
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OUTLOOK AND KEY ACTIONS FOR FY2019

° Continue to reinforce the Company’s risk management and internal control structure and implementation
efforts, and continually improve the Company’s risk management capabilities and culture to ensure
compliance with the Corporate Governance Code of the Hong Kong Stock Exchange and alignment
with best industry practices.

° Continue to assist and supervise each business line and functional department to promote and optimize
the design, implementation and operation of our risk management and internal control systems.

° Continue to focus on material changes and updates of key risks and make timely adjustments to the risk
mitigation actions and solutions accordingly.

° Continue to establish and enhance relevant policies, business procedures and internal control guidance
which are published on the policy management system platform for staff to access and study.

° Conduct ongoing independent monitoring and assessment on the design and effective implementation of
the internal control activities for material risks.

° Continue to provide more risk management trainings for all staff, to enhance their awareness of risk
management, promote our risk management culture, reinforce the accountability mechanism, and
ensure execution of the Company’s risk management strategies.

In the face of existing and new risks, the Group must maintain continual and strict supervision and control
under an effective risk management and internal control systems. The Company has a management team
well-attuned to the importance of risk management, and which will proactively identify, prevent and manage
risks and continually seek to improve the Company’s risk management and internal control systems.

STATEMENT OF THE BOARD REGARDING INTERNAL CONTROL RESPONSIBILITY

The Group’s internal controls are aimed at ensuring compliance of its operations with laws and regulations,
the security of its assets and the validity and completeness of its financial reports and related information, to
thereby enhance its operational efficiency and effectiveness and facilitate the realization of its growth
strategies. The Company has established internal control procedures to safeguard against the unauthorized
use or disposition of its assets, to ensure the maintenance of proper accounting records for the provision of
reliable financial information for internal use or for publication, and to ensure compliance with applicable laws,
rules and regulations. During FY2018, the Company conducted a comprehensive self-assessment of its
internal controls which it reported to the Audit Committee and the Board of Directors, and no significant
deficiencies were identified. The Board believes that, for the year ended March 31, 2018, the Company’s
existing internal control systems were sufficient and effective to assure the interests of the Company and its
shareholders.
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Independent auditor’s report
To the shareholders of Alibaba Health Information Technology Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Alibaba Health Information Technology Limited (the
“Company”) and its subsidiaries (the “Group”) set out on pages 76 to 171, which comprise the consolidated
statement of financial position as at March 31, 2018, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive loss, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position
of the Group as at March 31, 2018, and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”) and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the HKICPA.
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report. We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (the “Code”), and we have fulfiled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. For each matter below, our description of how our audit addressed
the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.

Key audit matter How our audit addressed the key audit matter

Impairment of investments in associates

As at March 31, 2018, the Group’s investments in
associates amounted to RMB950,973,000. The Group
identified indicators of impairment for two investments
in associates and accordingly performed impairment
tests for these
carrying amounts as at March 31, 2018 with the
recoverable amounts. The

investments by comparing their

impairment assessment
which was based on the discounted cash flows
method was complex and required management to
use significant judgement and make estimations in
respect of future market and economic conditions
such as economic growth, expected inflation rates,
revenue and margin development.

Relevant disclosures are included in notes 3 and 15
to the financial statements.
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We performed the following procedures to address
the key audit matter:

— Evaluating the Group’s policies and procedures
for identifying triggering events for potential
impairment of the investments in associates;

— With the assistance of internal valuation
specialists, examining the Group’s value-in-use
methodologies and evaluating the assumptions
used in the forecast cash flows, including the
discount rate and the long term growth rate,
through comparison of current trading
performance, making enquiry with management
trading

in respect of key growth and

assumptions; and testing the mathematical

accuracy of management’s model;

— Making enquiries with management in respect of
growth and trading assumptions; and

— Testing the mathematical accuracy of

management’s model.
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Key audit matter How our audit addressed the key audit matter

Impairment of inventories

As at March 31, 2018, the carrying amount of the
Group’s inventories before provision was
RMB456,700,000. The inventories were stated at the
lower of cost and net realisable value. The
determination of the net realisable value and
identification of the obsolete and slow-moving
inventory items involved management judgement and
estimation. Specific factors management considered
included the ageing and expiry dates of the
inventories, condition of the goods, historical and
recent sale patterns, available selling prices and
budgeted fulfilment costs, and any other available
information concerning the provision of the
inventories. For the year ended March 31, 2018, an
impairment of inventories of RMB14,469,000 was
recognised.

Relevant disclosures are included in notes 3 and 7 to
the financial statements.

We performed the following procedures to address
the key audit matter:

— Evaluating the Group’s policies and procedures

for identifying events for impairment of
inventories;

— Gaining an understanding of management’s

assessment on available selling prices and
budgeted fulfilment costs based on historical
and recent sales patterns; and

—  Evaluating the ageing report and expiry dates of

the inventories, and comparing available market
selling prices.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (CONTINUED)

Key audit matter How our audit addressed the key audit matter

Measurement of share-based compensation expenses

The Company granted share-based awards to certain
employees of the Group during the current year. The
share-based compensation expenses were measured
with reference to the fair values of the share options
at the grant dates. The fair values were determined by
management with the assistance of an external valuer.
The determination of fair values and the forfeiture rate
of share options required significant management
judgements and estimation and was based on
assumptions. The share-based compensation
expenses recognised attributed to RMB117,034,000 in

profit or loss for the current year.

Relevant disclosures are included in notes 3 and 27
to the financial statements.
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We performed the following procedures to address
the key audit matter:

—  Obtaining an understanding of the agreement of
the share-based awards;

— For each batch of grants made during the year,
checking the approval and evaluating the terms
against the scheme plans;

— Obtaining an understanding of the valuation
reports of the valuer engaged by management
regarding the fair value estimation of the
awards;

— Enquiring with management about the
assumptions used in the model, including the

dividend vyield and forfeiture rate;

— With the assistance of our internal valuation
specialists, evaluating the valuation model and
assumptions used in the valuation model,

including exercise multiples and volatility;

— Testing the mathematical accuracy of the

valuation model; and

—  Checking the calculation of the share-based
compensation expenses and movements of
outstanding awards.
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INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the
information included in the Annual Report, other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. If,
based on the work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the HKICPA and the disclosure requirements of the
Hong Kong Companies Ordinance, and for such internal control as the directors determine is necessary to enable
the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the consolidated financial statements, the directors of the Company are responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors of the Company either intend to liquidate the
Group or to cease operations or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for
overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Our report is made solely to you, as a body, in accordance with section 90 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

° Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group audit. We remain solely responsible for our audit
opinion.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
(CONTINUED)

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’'s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Wong Man Kit.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central

Hong Kong

May 16, 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended March 31, 2018

2018 2017
Notes RMB’000 RMB’000
REVENUE 5 2,442,618 475,078
Cost of revenue (1,789,794) (287,835)
Gross profit 652,824 187,243
Operating expenses:
Fulfilment 6 (338,763) (67,768)
Sales and marketing expenses (201,094) (113,090)
Administrative expenses (121,251) (95,740)
Product development expenses (126,220) (108,580)
Other income and gains 5 52,393 17,354
Other expenses (11,855) (24,679)
Finance costs (10,126) (6,886)
Share of profits or losses of:
Joint ventures 14 7,949 9,480
Associates 15 998 (4,433)
LOSS BEFORE TAX 7 (95,145) (207,099)
Income tax expense 10 (13,889) (1,554)
LOSS FOR THE YEAR (109,034) (208,653)
Attributable to:
Owners of the parent (106,974) (207,626)
Non-controlling interests (2,060) (1,027)
(109,034) (208,653)
LOSS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT
Basic and diluted 11 RMB(1.16) cents RMB(2.54) cents
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CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS

Year ended March 31, 2018

2018 2017
RMB’000 RMB’000

LOSS FOR THE YEAR (109,034) (208,653)

OTHER COMPREHENSIVE (LOSS)/INCOME

Other comprehensive (loss)/income may be reclassified to profit or
loss in subsequent periods:

Translation from functional currency to presentation currency (69,750) 62,550
OTHER COMPREHENSIVE (LOSS)/INCOME FOR THE YEAR, NET OF TAX (69,750) 62,550
TOTAL COMPREHENSIVE LOSS FOR THE YEAR (178,784) (146,103)

Attributable to:

Owners of the parent (176,724) (145,076)
Non-controlling interests (2,060) (1,027)
(178,784) (146,103)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

\ET Bl MR Bl March 31, 2017
Notes RMB’000

March 31, 2018

NON-CURRENT ASSETS
Property and equipment
Goodwill

Investments in joint ventures
Investments in associates
Long-term receivables
Pledged deposits

Total non-current assets

CURRENT ASSETS

Inventories

Trade receivables

Prepayments, deposits and other receivables

Financial asset at fair value through profit or loss

Restricted cash
Cash and cash equivalents

Total current assets

CURRENT LIABILITIES
Trade payables

Other payables and accruals
Deferred revenue

Advance from customers
Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing bank loans
Deferred tax liabilities

Total non-current liabilities

Net assets
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RMB’000

12 6,274 5,065
13 19,123 19,123
14 62,593 42,644
15 950,973 524,801
18 55,921 54,304
19 - 222,848
1,094,884 868,785

16 442,231 151,505
17 91,373 38,501
18 78,924 39,835
20 4,100 10,300
19 2,268 914
19 1,397,197 569,860
2,016,093 810,915

21 323,310 125,862
22 137,629 189,462
23 716 —
111,160 38,148

7,423 —

580,238 353,472

1,435,855 457,443

2,530,739 1,326,228

24 - 200,000
25 7,682 6,566
7,682 206,566

2,523,057 1,119,662
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

March 31, 2
Notes RMB’000

EQUITY

Equity attributable to owners of the parent

Share capital
Treasury shares
Reserves

Non-controlling interests

Total equity

WU Yongming
Director

26
26
28

March 31, 2018

WptEs March 31, 2017

RMB’000

86,617 72,481
(5,474) (91)
2,499,105 1,105,446
2,580,248 1,177,836
(57,191) (68,174)
2,523,057 1,119,662

SHEN Difan
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended March 31, 2018

Attributable to owners of the parent

Employee
Share Exchange  share-based Non-

Share premium Treasury Merger Capital Contributed  fluctuation compensation General  Accumulated controlling
capital account shares reserve reserve surplus reserve reserve reserve losses interests
Notes RMBO00O  RMB'0OO  RMB'0O  RMBUOO  RMBU00  RMBU00  RMB000 RMB00O  RMB'000 RMB000 RMB000

/O TINE 840 1042620 13468 (1105308 11778% (8174 1,119,662
(106974 (106,974 2060 (109,034)

At April 1, 2017 72,481 1,907,220* 91)
Loss for the year - - - - - - - -

Other comprehensive loss
for the year:
Translation from functional
currency to presentation
currency - - - - - - (69,750) - -

(69,750) (69,750)

Total comprehensive loss
for the year - - - - - - (69,750) -

(106974 (176,724) (2060 (178784)

Issue of new shares 26 3,672 1,465,002 - - - - - - -
Issue of new shares for restricted

share units 26 164 - (164) - - - - - - - - - -
Issue of new shares for acquisition

under common control 26 10,300 3,821,342
Purchase of shares by Share Award

Scheme Trust 26 - - (13,129) - - - - - - - (13,129) - (13,129)
Share-based compensation

1,468,674 1,468,674

(3,828,605) - - - - - - 3,037 - 3,037

€Xpenses 2 - - - - - - 117,084 - - 117,034 - 117,034
Vested awarded shares transferred

to employees 26 - 61,955 7910 - - -
Transfer of share-based

compensation reserve of aptions

lapsed after vesting date - - - - - -
Capital contribution from a

non-controling shareholder of a

subsidiary - - - - - - - - - - - 3,000 3,000
Deemed interest in an interest-free

loan to a non-wholly owned

(69,865) - - - - -

(897)

8,71 - - -

subsidiary - - - - 43) - - - - - ) K] -
Share of capital reserve of an

associate - - - - 3,563 - - - - - 3,563 - 3,563
At March 31, 2018 86,617 7,295,519 (5474)  (3,828,605)* 28,557 77,335 13,660+ 142,480 13,468 (1,203,309 2,580,248 (57,191) 2,523,057
* These reserve accounts comprise the consolidated reserves of RMB2,499,105,000 (March 31, 2017: RMB1,105,446,000) in the consolidated

statement of financial position.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
Year ended March 31, 2017

Attributable to owners of the parent

Employee
Share Exchange  share-based Non-
Share premium Treasury Capital ~ Contributed ~ fluctuation ~ compensation General  Accumulated Controlling
capital account shares reserve surplus resernve reserve reserve losses Total interests  Total equity

Notes AMBUOOO  AMBOOO  AMBOOO  AMBO0O  AMBOOO  RMBOOO  RMBOOO  RMBUOOO  RMBUO0  AMBUO0  AMBUOD  AMBUOD

At April 1, 2016 72305 1863621 - 33,979 77,33 20,860 37472 13,468 (897,680) 1,221,360 (66,089) 1,185,271
Loss for the year - - - - - - - - (207,626) 207,626) (1,027) (208,653)
QOther comprehensive income for the year:

Translation from functional currency
to presentation currency - - - - - 62,550 - - - 62,550 - 62,550

Total comprehensive income/(loss)

for the year - - - - - 62,550 - - (207,626) (145,076) (1,027) (146,103)
Share-based compensation expenses 20 - - - - - - 110,324 - - 110,324 - 110,324
Exercise of share options 26 = 249 = = = = (19) = = 170 = 170
Vested awarded shares transferred

to employees 26 85 43,350 - - - - (43,435) - - - - -
Issue of shares 26 91 = 1) = - = = = = = = =
Deemed interest in an interest-free loan

to a non-wholly owned subsidiary = = = (8,942) = . = = = (8,942) 8942 =
At March 31, 2017 72481 1,907,220 (91) 25,037 77,33 83.410° 104,282° 13468 (1,105,306 1,177,836 (08,174 1,119,662
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended March 31, 2018

2018 2017
Notes RMB’000 RMB’000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax (95,145) (207,099)
Adjustments for:
Interest on bank loans 6,393 6,886
Interest on other loans 3,733 —
Share of profits of joint ventures (7,949) (9,480)
Share of (profits)/losses of associates (998) 4,433
Bank interest income 5 (13,206) (11,567)
Other interest income 5 (1,617) (404)
Gain on disposal of items of property and equipment 7 (4) (17)
Gain on disposal of a subsidiary 5 - (4,550)
Fair value loss on financial asset at fair value through
profit or loss 7 6,200 —
Depreciation 7 4,508 4,618
Impairment of trade receivables 7 1,167 2,710
Impairment of other receivables 7 — 1,706
Impairment of inventories 7 14,469 3,565
Write-off of inventories 7 2,363 =
Foreign exchange differences, net (31,760) 17,298
Share-based compensation expenses 7 117,034 110,324
5,188 (81,577)
Increase in trade receivables (54,039) (41,105)
Increase in prepayments, deposits and other receivables (36,521) (16,833)
Increase in inventories (307,558) (152,176)
Increase in trade payables 197,448 121,464
Increase in other payables and accruals 54,024 26,728
Increase/(decrease) in deferred revenue 716 (86,873)
Increase/(decrease) in advance from customers 73,012 (1,730)
Increase in restricted cash (1,354) (614)
Exchange differences (9,513) (2,349)
Cash used in operations (78,597) (235,065)
Interest received 8,836 9,088
Dividend received from an associate 4,839 —
Income taxes paid (5,350) (269)
Net cash flows used in operating activities (70,272) (226,246)
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

Year ended March 31, 2018

2018 2017
Notes RMB’000 RMB’000

Net cash flows used in operating activities (70,272) (226,246)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of items of property and equipment 12 (5,731) (2,140)
Proceeds from disposal of items of property and equipment 13 76
Decrease/(increase) in pledged time deposits 222,848 (222,848)
Acquisition of subsidiaries 29 - (19,675)
Increase in financial asset at fair value through profit or loss - (10,300)
Subscription of new shares in associates (527,166) (820,255
Capital injection of a joint venture (12,000) =
(Increase)/decrease of time deposits with

original maturity of over three months (888,778) 416,390
Net cash flows used in investing activities (1,210,814) (158,752)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from exercise of options - 170
Issue of new shares 1,468,674 =
Repurchase of shares (13,129) —
Bank loans and other loans 595,931 200,000
Repayment of bank loans and other loans (795,931) (735)
Interest paid (10,428) (6,584)
Capital contribution from a non-controlling shareholder

of a subsidiary 3,000 —
Net cash flows from financing activities 1,248,117 192,851
NET DECREASE IN CASH AND CASH EQUIVALENTS (32,969) (192,147)
Effect of foreign exchange rate changes (28,472) 47,589
Cash and cash equivalents at beginning of year 569,860 714,418
CASH AND CASH EQUIVALENTS AT END OF YEAR 508,419 569,860

83



CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

Year ended March 31, 2018

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances
Non-pledged time deposits with original maturity of
three months or less when acquired
Non-pledged time deposits with original maturity of
over three months

Cash and cash equivalents as stated in the
consolidated statement of financial position

Non-pledged time deposits with original maturity of
over three months when acquired

Cash and cash equivalents as stated in the
consolidated statement of cash flows
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2018 2017

Notes RMB’000 RMB’000
19 288,910 145,225
19 219,509 424,635
888,778 —

19 1,397,197 569,860
(888,778) —

508,419 569,860
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NOTES TO FINANCIAL STATEMENTS

March 31, 2018

CORPORATE AND GROUP INFORMATION

Alibaba Health Information Technology Limited (the “Company”) is incorporated in Bermuda as an exempted
company with limited liability. The address of its registered office is Canon’s Court, 22 Victoria Street,
Hamilton HM12, Bermuda. The principal place of business of the Company is located at 17th to 19th Floors,
Building B, Greenland Center, Beijing, the People’s Republic of China (“PRC”).

The Company is an investment holding company. The Company and its subsidiaries (hereinafter collectively
referred to as the “Group”) are primarily engaged in the sale of healthcare products and services, and the
provision of product tracking, intelligent medicine and health management services.

In the opinion of the directors, the Company’s immediate holding company is Perfect Advance Holding
Limited (“Perfect Advance”), which is incorporated in the British Virgin Islands, and the ultimate holding
company is Alibaba Group Holding Limited (“Alibaba Holding”, together with its subsidiaries, “Alibaba Group”).

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as follows:

Place of Percentage of
incorporation/ Issued ordinary/ equity attributable
registration registered to the Company
Name and operations share capital Direct Indirect Principal activities
Alibaba Health (Hong Kong) Hong Kong HK$1,000,000 — 100 Investment holding
Technology Company Limited and pharmaceutical
(“Alibaba Health (Hong Kong)”) e-commerce
REZ+—tE(PE)RZARAE PRC/Manland China  RMB300,000,000 - 100 Provision of product
(CITIC 21CN (China) Technology tracking platform
Company Limited?)> services
REERESRMARL A PRC/Mainland China RMB60,000,000 = 50 Provision of product
(CITIC Credit Information tracking platform
Technology Co., Ltd.%) (“CCIT”)P services
MERENR(FE)ARAA PRC/Mainland China  RMB220,000,000 < 100 Telemedicine service,
(Alibaba Health Technology (China) comprehensive
Limited?) (Formerly known as member service to
Alibaba Health Technology (Beijing) users and
Co., Ltd.3) pharmaceutical

e-commerce
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NOTES TO FINANCIAL STATEMENTS

March 31, 2018

CORPORATE AND GROUP INFORMATION (CONTINUED)

i

86

Information about subsidiaries (continued)

Particulars of the Company’s principal subsidiaries are as follows: (continued)

Name

Place of
incorporation/
registration
and operations

Issued ordinary/

registered
share capital

Percentage of
equity attributable
to the Company

Direct

Indirect

Principal activities

MERRALEBEEHERAA
(Alibaba Health Pharmaceutical
Chain Co., Ltd.?

MMEMEBEER 2 A (Hangzhou
Lihe Pharmaceutical Co., Ltd.?)
(“I_ihe“)bd

ARARBBERM(ER)ERAA
(Hongyun Jiukang Data Technology
(Beijing) Co., Ltd.%) (“Hongyun
Jiukang”)>*f

MERERREMNBRAA
(Alibaba Health Technology
(Hangzhou) Limited?)®
(Formerly known as Hangzhou
Hengping Information Technology
Co., Ltd.3)

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

PRC/Mainland China

RMB120,000,000

RMB20,000,000

RMB1,000,000

RMB3,000,000
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100

100

100

100

Pharmacy business

Pharmaceutical
product trading and
healthcare service
business

Investment holding

Provision of
e-commerce
platform services



2.1

ALIBABA HEALTH Information Technology Limited 2018 Annual Report

NOTES TO FINANCIAL STATEMENTS

March 31, 2018

CORPORATE AND GROUP INFORMATION (CONTINUED)

Information about subsidiaries (continued)
a For identification purposes only.

b The statutory financial statements of these subsidiaries are not audited by Ernst & Young, Hong Kong or another member firm of the
Ernst & Young global network.

© Registered as wholly-foreign-owned enterprises under PRC law.
d Registered as limited liability companies under PRC law.
e CCIT is accounted for as a subsidiary of the Group because the percentage of voting power attributable to the Group is 80% according

to an entrustment arrangement between the Group and a party holding 30% interest on CCIT, pursuant to which the shareholder
entrusted all his voting right to the Group.

f The Company does not have legal ownership in the equity of Hongyun Jiukang. However, under certain contractual agreements (including
power of attorney agreement, loan agreement, equity option agreement, equity interest pledge agreement and exclusive technical
consulting and service agreement) entered into with the registered owners of the entity, the Company through its indirectly wholly-
owned subsidiary controls the entity by way of controlling the voting rights, governing the financial and operating policies, appointing
or removing the majority of the members of its controlling authorities, and casting the majority of votes at meetings of such
authorities. In addition, such contractual agreements also transfer the risks and rewards of the entity to the Company and/or its
indirectly owned subsidiary. As a result, the entity is treated as a subsidiary of the Company and its financial statements have been
consolidated by the Company.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally
affected the results for the year or formed a substantial portion of the net assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive length.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) (which include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They have been prepared under the historical cost
convention, except for a financial asset at fair value through profit or loss, which has been measured at fair
value. These financial statements are presented in RMB and all values are rounded to the nearest thousand
except when otherwise indicated.
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BASIS OF PREPARATION (CONTINUED)

Merger accounting for Business combinations under common control

As disclosed in note 29(B) to the consolidated financial statements, a business combination under common
control was effected during the current year, where the business acquired in the business combination and
the Company are both ultimately controlled by Alibaba Holding. The business combination were accounted for
using the principles of merger accounting.

The net assets of the combining entities are consolidated using the existing book values from the controlling
party’s perspective. No adjustments are made to reflect fair values, or recognise any new assets or liabilities
as a result of the business combination under common control and no amount is recognised in respect of
goodwill. The Company elects to not restate the financial statements for periods prior to the completion of
combination under common control. Accordingly, the consolidated statement of profit or loss and the
consolidated statement of other comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows of the Group include the results and cash flows of the acquired
business from the date when the Group obtains control of the acquired business.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries for
the year ended March 31, 2018. A subsidiary is an entity (including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current ability to direct the relevant activities of the
investee).

The Company has set up two trusts (the “Trusts”) for the purpose of purchasing, administering and holding
the Company’s shares for the share award scheme adopted on November 24, 2014 (the “Share Award
Scheme”, note 27). The Group has the power to govern the financial and operating policies of the Trusts and
derive benefits from the services of the employees who have been awarded the awarded shares through their
continued employment with the Group. The assets and liabilities of the Trusts are included in the
consolidated statement of financial position and the shares held by the Trusts are presented as a deduction
in equity as shares held for the share award scheme.

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and circumstances in assessing whether it has power over an
investee, including:

(@)  the contractual arrangement with the other vote holders of the investee;

(b)  rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.
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BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (continued)

The financial statements of the subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. The results of subsidiaries are consolidated from the date on which the
Group obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent
and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the assets (including goodwill) and liabilities of
the subsidiary, (i) the carrying amount of any non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognises (i) the fair value of the consideration received, (i) the fair value
of any investment retained and (i) any resulting surplus or deficit in profit or loss. The Group’s share of
components previously recognised in other comprehensive income is reclassified to profit or loss or retained
profits/accumulated losses, as appropriate, on the same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Certain comparative amounts in preceding year’s consolidated financial statement have also been reclassified
to conform with current year’s presentation.

CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following revised HKFRSs for the first time for the current year’s financial

statements.

Amendments to HKAS 7 Disclosure  Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses
Amendments to HKFRS 12 Disclosure of Interests in Other Entities: Clarification of the Scope. of

included in Annual Improvements HKFRS 12
to HKFRSs 2014-2016 Cycle
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The nature and the impact of the amendments are described below:

(@)

Amendments to HKAS 7 require an entity to provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing activities, including both changes arising from
cash flows and non-cash changes. Disclosure of the changes in liabilities arising from financing activities
is provided in note 30 to the financial statements.

Amendments to HKAS 12 clarify that an entity, when assessing whether taxable profits will be available
against which it can utilise a deductible temporary difference, needs to consider whether tax law
restricts the sources of taxable profits against which it may make deductions on the reversal of that
deductible temporary difference. Furthermore, the amendments provide guidance on how an entity
should determine future taxable profits and explain the circumstances in which taxable profit may
include the recovery of some assets for more than their carrying amount. The amendments have had no
impact on the financial position or performance of the Group as the Group had no deductible
temporary differences or assets that are in the scope of the amendments.

Amendments to HKFRS 12 clarify that the disclosure requirements in HKFRS 12, other than those
disclosure requirements in paragraphs B10 to B16 of HKFRS 12, apply to an entity’s interest in a
subsidiary, a joint venture or an associate, or a portion of its interest in a joint venture or an associate
that is classified as held for sale or included in a disposal group classified as held for sale. The
amendments have had no impact on the Group’s financial statements as the Group had no disposal
group held for sale as at March 31, 2018.

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs that have been issued but are not yet

effective, in these financial statements.

Amendments to HKFRS 2 Classification and Measurement of Share-based Payment
Transactions’

Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments with HKFRS 4 Insurance
Contracts’

HKFRS 9 Financial Instruments’

Amendments to HKFRS 9 Prepayment Features with Negative Compensation?

Amendments to HKFRS 10 and Sale or Contribution of Assets between an Investor and its Associate

HKAS 28 (2011) or Joint Venture*

HKFRS 15 Revenue from Contracts with Customers’

Amendments to HKFRS 15 Clarifications to HKFRS 15 Revenue from Contracts with Customers’

HKFRS 16 Leases?

Amendments to HKAS 19 Employee Benefits®

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures?

Amendments to HKAS 40 Transfers of Investment Property’

HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance Consideration’

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments?

Annual Improvements Amendments to HKFRS 1 and HKAS 28!

2014-2016 Cycle

Annual Improvements Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 232

2016-2017 Cycle
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

! Effective for annual periods beginning on or after January 1, 2018

2 Effective for annual periods beginning on or after January 1, 2019
9 Effective for annual periods beginning on or after January 1, 2021
4 No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be applicable to the Group is described below.

The HKICPA issued amendments to HKFRS 2 in August 2016 that address three main areas: the effects of
vesting conditions on the measurement of a cash-settled share-based payment transaction; the classification
of a share-based payment transaction with net settlement features for withholding a certain amount in order
to meet an employee’s tax obligation associated with the share-based payment; and accounting where a
modification to the terms and conditions of a share-based payment transaction changes its classification from
cash-settled to equity-settled. The amendments clarify that the approach used to account for vesting
conditions when measuring equity-settled share-based payments also applies to cash-settled share-based
payments. The amendments introduce an exception so that a share-based payment transaction with net
share settlement features for withholding a certain amount in order to meet the employee’s tax obligation is
classified in its entirety as an equity-settled share-based payment transaction when certain conditions are
met. Furthermore, the amendments clarify that if the terms and conditions of a cash-settled share-based
payment transaction are modified, with the result that it becomes an equity-settled share-based payment
transaction, the transaction is accounted for as an equity-settled transaction from the date of the
modification. On adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if they elect to adopt for all three amendments and other criteria are
met. The Group will adopt the amendments from April 1, 2018. The amendments are not expected to have
any significant impact on the Group’s financial statements.

In September 2014, the HKICPA issued the final version of HKFRS 9, bringing together all phases of the
financial instruments project to replace HKAS 39 and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and measurement, impairment and hedge accounting. The
Group will adopt HKFRS 9 from April 1, 2018. The Group will not restate comparative information and will
recognise any transition adjustments against the opening balance of equity at April 1, 2018. During fiscal year
2018, the Group has performed a detailed assessment of the impact of the adoption of HKFRS 9. The
expected impacts relate to the classification and measurement and the impairment requirements and are
summarised as follows:

(@) Classification and measurement

The Group does not expect that the adoption of HKFRS 9 will have a significant impact on the
classification and measurement of its financial assets. It expects to continue measuring at fair value all
financial assets currently held at fair value. Equity investments currently held as available for sale will be
measured at fair value through other comprehensive income as the investments are intended to be held
for the foreseeable future and the Group expects to apply the option to present fair value changes in
other comprehensive income. Gains and losses recorded in other comprehensive income for the equity
investments cannot be recycled to profit or loss when the investments are derecognised.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)
(b) Impairment

HKFRS 9 requires an impairment on debt instruments recorded at amortised cost or at fair value
through other comprehensive income, lease receivables, loan commitments and financial guarantee
contracts that are not accounted for at fair value through profit or loss under HKFRS 9, to be recorded
based on an expected credit loss model either on a twelve-month basis or a lifetime basis. The Group
will apply the simplified approach and record lifetime expected losses that are estimated based on the
present values of all cash shortfalls over the remaining life of all of its trade receivables. Furthermore,
the Group will apply the general approach and record twelve-month expected credit losses that are
estimated based on the possible default events on its other receivables within the next twelve months.
The Group has determined that the provision for impairment will have no significant changes upon the
initial adoption of the standard.

Amendments to HKFRS 10 and HKAS 28 (2011) address an inconsistency between the requirements in
HKFRS 10 and in HKAS 28 (2011) in dealing with the sale or contribution of assets between an investor and
its associate or joint venture. The amendments require a full recognition of a gain or loss when the sale or
contribution of assets between an investor and its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business, a gain or loss resulting from the transaction is
recognised in the investor’'s profit or loss only to the extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to be applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 (2011) was removed by the HKICPA in January 2016 and a
new mandatory effective date will be determined after the completion of a broader review of accounting for
associates and joint ventures. However, the amendments are available for adoption now.

HKFRS 15, issued in July 2014, establishes a new five-step model to account for revenue arising from
contracts with customers. Under HKFRS 15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods or services to a
customer. The principles in HKFRS 15 provide a more structured approach for measuring and recognising
revenue. The standard also introduces extensive qualitative and quantitative disclosure requirements, including
disaggregation of total revenue, information about performance obligations, changes in contract asset and
liability account balances between periods and key judgements and estimates. The standard will supersede all
current revenue recognition requirements under HKFRSs. Either a full retrospective application or a modified
retrospective adoption is required on the initial application of the standard. In June 2016, the HKICPA issued
amendments to HKFRS 15 to address the implementation issues on identifying performance obligations,
application guidance on principal versus agent and licences of intellectual property, and transition. The
amendments are also intended to help ensure a more consistent application when entities adopt HKFRS 15
and decrease the cost and complexity of applying the standard. The Group plans to adopt the transitional
provisions in HKFRS 15 to recognise the cumulative effect of initial adoption as an adjustment to the opening
balance of retained earnings at April 1, 2018. In addition, the Group plans to apply the new requirements only
to contracts that are not completed before April 1, 2018. The expected changes in accounting policies, as
further explained below, will have a material impact on the Group’s financial statements from 2018 onwards.
During fiscal year 2018, the Group has performed a detailed assessment on the impact of the adoption of
HKFRS 15.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

The Group’s principal activities consist of self-operated healthcare product sales, e-commerce platform
services, tracking services and innovative healthcare related services in the PRC. The expected impact arising
from the adoption of HKFRS 15 on the Group is summarised as follows:

Presentation and disclosure

The presentation and disclosure requirements in HKFRS 15 are more detailed than those under the current
HKAS 18. The presentation requirements represent a significant change from current practice and will
significantly increase the volume of disclosures required in the Group’s financial statements. Many of the
disclosure requirements in HKFRS 15 are new and the Group has assessed that the impact of some of these
disclosure requirements will be significant. In particular, the Group expects that the notes to the financial
statements will be expanded because of the disclosure of significant judgements made on determining the
transaction prices of those contracts that include variable consideration, how the transaction prices have been
allocated to the performance obligations, and the assumptions made to estimate the stand-alone selling price
of each performance obligation. In addition, as required by HKFRS 15, the Group will disaggregate revenue
recognised from contracts with customers into categories that depict how the nature, amount, timing and
uncertainty of revenue and cash flows are affected by economic factors. It will also disclose information about
the relationship between the disclosure of disaggregated revenue and revenue information disclosed for each
reportable segment.

The directors of the Company anticipate that the application of HKFRS 15 in the future may result in more
disclosure, however, the directors of the Company do not anticipate that the application of HKFRS 15 will
have a material impact on the timing and amounts of revenue recognised in the respective reporting periods.

93



NOTES TO FINANCIAL STATEMENTS

March 31, 2018

2.3

94

ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)

Presentation and disclosure (continued)

HKFRS 16, issued in May 2016, replaces HKAS 17 Leases, HK(FRIC)-Int 4 Determining whether an
Arrangement contains a Lease, HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-Int 27 Evaluating
the Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the principles for
the recognition, measurement, presentation and disclosure of leases and requires lessees to recognise assets
and liabilities for most leases. The standard includes two elective recognition exemptions for lessees —
leases of low-value assets and short-term leases. At the commencement date of a lease, a lessee will
recognise a liability to make lease payments (i.e., the lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-of-use asset). The right-of-use asset is subsequently
measured at cost less accumulated depreciation and any impairment losses unless the right-of-use asset
meets the definition of investment property in HKAS 40, or relates to a class of property, plant and
equipment to which the revaluation model is applied. The lease liability is subsequently increased to reflect
the interest on the lease liability and reduced for the lease payments. Lessees will be required to separately
recognise the interest expense on the lease liability and the depreciation expense on the right-of-use asset.
Lessees will also be required to remeasure the lease liability upon the occurrence of certain events, such as
change in the lease term and change in future lease payments resulting from a change in an index or rate
used to determine those payments. Lessees will generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor accounting under HKFRS 16 is substantially
unchanged from the accounting under HKAS 17. Lessors will continue to classify all leases using the same
classification principle as in HKAS 17 and distinguish between operating leases and finance leases. HKFRS
16 requires lessees and lessors to make more extensive disclosures than under HKAS 17. Lessees can
choose to apply the standard using either a full retrospective or a modified retrospective approach. The
Group expects to adopt HKFRS 16 from January 1, 2019. The Group is currently assessing the impact of
HKFRS 16 upon adoption and is considering whether it will choose to take advantage of the practical
expedients available and which transition approach and reliefs will be adopted. As disclosed in note 31 to the
financial statements, at March 31, 2018, the Group had future minimum lease payments under non-
cancellable operating leases in aggregate of approximately RMB15,639,000. Upon adoption of HKFRS 16,
certain amounts included therein may need to be recognised as new right-of-use assets and lease liabilities.
Further analysis, however, will be needed to determine the amount of new rights of use assets and lease
liabilities to be recognised, including, but not limited to, any amounts relating to leases of low-value assets
and short term leases, other practical expedients and reliefs chosen, and new leases entered into before the
date of adoption.

Amendments to HKAS 19, issued in February 2018, require entities to use the updated actuarial assumptions
to determine current service cost and net interest for the remainder of the annual reporting period after such
an event. The amendments also clarify how the requirements for accounting for a plan amendment,
curtailment or settlement affect the asset ceiling requirements, but do not address the accounting for
“significant market fluctuations” in the absence of a plan amendment, curtailment or settlement.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)
Presentation and disclosure (continued)

Amendments to HKAS 28, issued in October 2017, clarify that companies account for long-term interests in
an associate or joint venture, to which the equity method is not applied, using HKFRS 9. In applying HKFRS
9, the entity does not take account of any adjustments to the carrying amount of long-term interests that
arise from applying this standard.

Amendments to HKAS 40, issued in April 2017, clarify when an entity should transfer property, including
property under construction or development, into or out of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment property and
there is evidence of the change in use. A mere change in management’s intentions for the use of a property
does not provide evidence of a change in use. The amendments should be applied prospectively to the
changes in use that occur on or after the beginning of the annual reporting period in which the entity first
applies the amendments. An entity should reassess the classification of property held at the date that it first
applies the amendments and, if applicable, reclassify property to reflect the conditions that exist at that date.
Retrospective application is only permitted if it is possible without the use of hindsight. The Group expects to
adopt the amendments prospectively from April 1, 2018. The amendments are not expected to have any
significant impact on the Group’s financial statements.

HK(IFRIC)-Int 22, issued in June 2017, provides guidance on how to determine the date of the transaction
when applying HKAS 21 to the situation where an entity receives or pays advance consideration in a foreign
currency and recognises a non-monetary asset or liability. The interpretation clarifies that the date of the
transaction for the purpose of determining the exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) is the date on which an entity initially recognises the non-monetary asset
(such as a prepayment) or non-monetary liability (such as deferred income) arising from the payment or
receipt of the advance consideration. If there are multiple payments or receipts in advance of recognising the
related item, the entity must determine the transaction date for each payment or receipt of the advance
consideration. Entities may apply the interpretation on a full retrospective basis or on a prospective basis,
either from the beginning of the reporting period in which the entity first applies the interpretation or the
beginning of the prior reporting period presented as comparative information in the financial statements of the
reporting period in which the entity first applies the interpretation. The Group expects to adopt the
interpretation prospectively from April 1, 2018. The interpretation is not expected to have any significant
impact on the Group’s financial statements.
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ISSUED BUT NOT YET EFFECTIVE HONG KONG FINANCIAL REPORTING STANDARDS (CONTINUED)
Presentation and disclosure (continued)

HK(IFRIC)-Int 23, issued in July 2017, addresses the accounting for income taxes (current and deferred) when
tax treatments involve uncertainty that affects the application of HKAS 12 (often referred to as “uncertain tax
positions”). The interpretation does not apply to taxes or levies outside the scope of HKAS 12, nor does it
specifically include requirements relating to interest and penalties associated with uncertain tax treatments.
The interpretation specifically addresses (i) whether an entity considers uncertain tax treatments separately; (i)
the assumptions an entity makes about the examination of tax treatments by taxation authorities; (iii) how an
entity determines taxable profits or tax losses, tax bases, unused tax losses, unused tax credits and tax
rates; and (iv) how an entity considers changes in facts and circumstances. The interpretation is to be applied
retrospectively, either fully retrospectively without the use of hindsight or retrospectively with the cumulative
effect of application as an adjustment to the opening equity at the date of initial application, without the
restatement of comparative information. The Group expects to adopt the interpretation from January 1, 2019.
The interpretation is not expected to have any significant impact on the Group’s financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Investments in associates and joint ventures

An associate is an entity in which the Group has a long term interest of generally not less than 20% of the
equity voting rights and over which it is in a position to exercise significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is not control or
joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant activities require the unanimous
consent of the parties sharing control.

The Group’s investments in associates and joint ventures are stated in the consolidated statement of financial
position at the Group’s share of net assets under the equity method of accounting, less any impairment
losses. Adjustments are made to bring into line any dissimilar accounting policies that may exist. The Group’s
share of the post-acquisition results and other comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and consolidated other comprehensive income,
respectively. In addition, when there has been a change recognised directly in the equity of the associates or
joint ventures, the Group recognises its share of any changes, when applicable, in the consolidated statement
of changes in equity. Unrealised gains and losses resulting from transactions between the Group and its
associates or joint ventures are eliminated to the extent of the Group’s investments in associates or joint
ventures, except where unrealised losses provide evidence of an impairment of the asset transferred.
Goodwill arising from the acquisition of associates or joint ventures is included as part of the Group’s
investments in associates or joint ventures.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments in associates and joint ventures (continued)

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained interest
is not remeasured. Instead, the investment continues to be accounted for under the equity method. In all
other cases, upon loss of significant influence over the associate or joint control over the joint venture, the
Group measures and recognises any retained investment at its fair value. Any difference between the carrying
amount of the associate or joint venture upon loss of significant influence or joint control and the fair value of
the retained investment and proceeds from disposal is recognised in profit or loss.

When an investment in an associate or a joint venture is classified as held for sale, it is accounted for in
accordance with HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations.

Business combinations and goodwill

Except for business combination under common control, the Company accounted for its business
combinations using the acquisition method. The consideration transferred is measured at the acquisition date
fair value which is the sum of the acquisition date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. For each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair value or at the proportionate share of the
acquiree’s identifiable net assets. All other components of non-controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host
contracts of the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets acquired and liabilities assumed: If the sum of this
consideration and other items is lower than the fair value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain purchase.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if events or changes in circumstances indicate that the
carrying value may be impaired. For the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the Group’s cash-generating units (“CGUSs”), or
groups of CGUs, that are expected to benefit from the synergies of the combination, irrespective of whether
other assets or liabilities of the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (“CGU”) (group of
CGUs) to which the goodwill relates. Where the recoverable amount of the CGU (group of CGUs) is less than
the carrying amount, an impairment loss is recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a CGU (or group of CGUs) and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on the disposal. Goodwill disposed of in these circumstances is
measured based on the relative value of the operation disposed of and the portion of the CGU retained.

Fair value measurement

The Group measures its derivative financial instruments and equity investments at fair value at the end of
each reporting period. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability, or in the absence of a principal market, in the
most advantageous market for the asset or liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is measured using the assumptions that
market participants would use when pricing the asset or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use
of unobservable inputs.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than financial assets), the asset’s recoverable amount is estimated. An asset’s recoverable amount is the
higher of the asset’s or CGU’s value in use and its fair value less costs of disposal, and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable amount is determined for the CGU to which
the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. An impairment loss is charged to the statement of profit or loss in the period in which it arises in
those expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates used to determine the recoverable
amount of that asset, but not to an amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss is credited to the statement of profit or loss in the period
in which it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Related parties
A party is considered to be related to the Group if:
(a) the party is a person or a close member of that person’s family and that person
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(i) is a member of the key management personnel of the Group or of a parent of the Group;
or
(b) the party is an entity where any of the following conditions applies:
(i) the entity and the Group are members of the same group;

(i)  one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(i)  the entity and the Group are joint ventures of the same third party;
(iv)  one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;

(vi)  the entity is controlled or jointly controlled by a person identified in (a);

(vi) a person identified in (a)(i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the parent of the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property and equipment and depreciation

Property and equipment are stated at cost less accumulated depreciation and any impairment losses. The
cost of an item of property and equipment comprises its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its intended use.

Expenditure incurred after items of property and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in
the carrying amount of the asset as a replacement. Where significant parts of property and equipment are
required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose
are as follows:

Leasehold improvements Over the shorter of lease terms and 33"/:%
Computer equipment, furniture and fixtures 20% to 33":%
Motor vehicles 20% to 33"5%

Where parts of an item of property and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual values,
useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each financial
year end.

An item of property and equipment including any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the statement of profit or loss in the year the asset is derecognised is
the difference between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents equipment under installation, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the costs of equipment. Construction in progress is
reclassified to the appropriate category of property and equipment when completed and ready for use.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is the lessee, rentals payable under operating leases net
of any incentives received from the lessor are charged to the statement of profit or loss.on the straight-line
basis over the lease terms.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial asset at fair value through profit or loss, loans
and receivables and available-for-sale financial investments, or as derivatives hedging instruments in an
effective hedge, as appropriate. When financial assets are recognised initially, they are measured at fair value
plus transaction costs that are attributable to the acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the period generally established by regulation or
convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial asset at fair value through profit or loss

Financial asset at fair value through profit or loss include financial assets held for trading and financial asset
designated upon initial recognition as at fair value through profit or loss. Financial assets are classified as held
for trading if they are acquired for the purpose of sale in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for trading unless they are effective hedging instruments as
defined by HKAS 39.

Financial asset at fair value through profit or loss are carried in the statement of financial position at fair value
with positive net changes in fair value presented as other income and gains and negative net changes in fair
value presented as finance costs in the statement of profit or loss. These net fair value changes do not
include any dividends or interest earned on these financial assets, which are recognised in accordance with
the policies set out for “Revenue recognition” below.

Financial asset designated upon initial recognition as at fair value through profit or loss are designated at the
date of initial recognition and only if the criteria in HKAS 39 are satisfied.

ALIBABA HEALTH Information Technology Limited 2018 Annual Report



ALIBABA HEALTH Information Technology Limited 2018 Annual Report

NOTES TO FINANCIAL STATEMENTS

March 31, 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such assets are subsequently measured at amortised
cost using the effective interest rate method less any allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on acquisition and includes fees or costs that are an integral
part of the effective interest rate. The effective interest rate amortisation is included in other income and gains
in the statement of profit or loss. The loss arising from impairment is recognised in the statement of profit or
loss in finance costs for loans and in other expenses for receivables.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

° the rights to receive cash flows from the asset have expired; or

° the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risk and rewards of ownership of
the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise the transferred assets to the extent of the
Group’s continuing involvement. In that case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the Group
could be required to repay.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a financial
asset or a group of financial assets is impaired. An impairment exists if one or more events that occurred
after the initial recognition of the asset have an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually
for financial assets that are individually significant, or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognised are not
included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows (excluding future credit losses that have not yet
been incurred). The present value of the estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the use of an allowance account and the loss is
recognised in the statement of profit or loss. Interest income continues to be accrued on the reduced
carrying amount using the rate of interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with any associated allowance are written off
when there is no realistic prospect of future recovery and all collateral has been realised or has been
transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of
an event occurring after the impairment was recognised, the previously recognised impairment loss is
increased or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is
credited to other expenses in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss,
loans and borrowings, or as derivatives hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value, and in the case of loans and borrowings, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade payables, other payables and bank loans.
Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:
Loans and borrowings

After initial recognition, loans and borrowings are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting would be immaterial, in which case they are
stated at cost. Gains and losses are recognised in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The effective interest rate amortisation is included in
interest on bank loans in the statement of profit or loss.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Treasury shares

Own equity instruments which are reacquired and held by the Company or the Group (treasury shares) are
recognised directly in equity at cost. No gain or loss is recognised in the statement of profit or loss on the
purchase, sale, issue or cancellation of the Group’s own equity instruments.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts which are repayable on demand and form
an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash
on hand and at banks, including term deposits, and assets similar in nature to cash, which are not restricted
as to use.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted
average basis. Net realisable value is based on estimated selling prices less any estimated costs to be
incurred to completion and disposal.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.
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Income tax (continued)

Deferred tax liabilities are recognised for all taxable temporary differences, except:

° when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with investments in subsidiaries, associates and
a joint venture, when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, the carryforward of unused
tax credits and unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

° in respect of deductible temporary differences associated with investments in subsidiaries, associates
and a joint venture deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable
right to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered.
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Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant will

be received and all attaching conditions will be complied with. When the grant relates to an expense item, it

is recognised as income on a systematic basis over the periods that the costs, which it is intended to

compensate, are expensed.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the

revenue can be measured reliably, on the following bases:

(a)

(b)

Product tracking platform service income

The Group renders series of services through its product tracking platforms to the customers, including
product tracking, and the provision of recall and enforcement information. The services are rendered
over a period of time. Revenue is recognised over the period when the underlying services are
provided.

Income from the pharmacy business which includes:

Business-to-customer (“B2C”) pharmacy business

The Group is engaged in the sale of over-the-counter drugs and other health related goods to individual
customers through its online store on Tmall.com (“Tmall”) and its offline pharmacy outlets. The revenue
from B2C pharmacy business is recognised when the over-the-counter drugs and other health related
goods are delivered to individual customers, either by third party couriers or at the offline outlets.
Revenue from B2C pharmacy business is recorded net of discounts.

Business-to-business (‘B2B”) pharmacy business

The Group is engaged in the sale of over-the-counter drugs and other health related goods to
merchants offline. The revenue from B2B pharmacy business is recognised when the over-the-counter
drugs and other health related goods are delivered to merchants. Revenue from B2B pharmacy
business is recorded net of discounts.
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Revenue recognition (continued)

(b)

(c)

(d)

Income from the pharmacy business which includes: (continued)
Outsourced and value-added services to Tmall Entities®

The Group provides outsourced and value-added services to Tmall Entities in relation to certain
categories of products or services sold on or provided on Tmall. The outsourced and value-added
services provided by the Group include business development for merchant, customer services on
behalf of merchants, marketing event planning for merchants and technical support and assistance to
the Tmall Entities’ business team. Such service revenue is determined as a percentage of the fees paid
by merchants to the Tmall Entities in respect of the value of completed sales of products or services
under certain categories on Tmall. The revenue from these services is recognised when services are
rendered and the underlying transactions of merchants are completed.

E-commerce platform services

The Group provided e-commerce platform maintenance related software services to merchants on
Tmall.com. The revenue is recognised at the time when the transactions are completed and settled on
Tmall.com.

Marketing services

The Group provided comprehensive marketing services covering multiple channels throughout the whole
chain to pharmaceutical brands. The revenue is recognised when services are performed in accordance
with the terms of the contract.

Centralised procurement and distribution business

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither managerial involvement to the degree usually
associated with ownership, nor effective control over the goods sold.

interest income is recognised on an accrual basis using the effective interest method by applying the rate
that exactly discounts the estimated future cash receipts over the expected life of the financial
instrument or a shorter period, when appropriate, to the net carrying amount of the financial asset; and

dividend income is recognised when the shareholders’ right to receive payment has been established.

Zhejiang Tmall Network Co., Ltd.* (4T X 38 4345 B BR A Al) and Zhejiang Tmall Technology Co., Ltd.* (4 /T K3 52 fit 5 BR A 7))

* For identification purpose only
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Costs of services

Costs of services comprise labour and other costs of personnel directly engaged in providing the services
and attributable overhead costs for technical support.

Share-based payments

The Company operated a share option scheme, which became effective on August 29, 2013 and was
terminated in November 2014, and adopted a share award scheme on November 24, 2014, for the purpose
of providing incentives and rewards to eligible participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group receive remuneration in the form of share-based
payments, whereby employees render services as consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees is measured by reference to the fair value at the grant
date. The fair value of share options is determined using a binomial model and the fair value of restricted
share units (“RSUs”) is determined with reference to the market price of the underlying shares, further details
of which are given in note 27 to the financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a
corresponding increase in equity, over the period in which the service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end of each reporting period until the vesting date
reflects the extent to which the vesting period has expired and the Group’s best estimate of the number of
equity instruments that will ultimately vest. The charge or credit to the statement of profit or loss for a period
represents the movement in the cumulative expense recognised as at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant date
fair value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s best
estimate of the number of equity instruments that will ultimately vest. Market performance conditions are
reflected within the grant date fair value. Any other conditions attached to an award, but without an
associated service requirement, are considered to be non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an immediate expensing of an award unless there are also
service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have not
been met, no expense is recognised. Where awards include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether the market or non-vesting condition is satisfied,
provided that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as if the
terms had not been modified, if the original terms of the award are met. In addition, an expense is
recognised for any modification that increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date of modification.
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Share-based payments (continued)

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and
any expense not yet recognised for the award is recognised immediately. This includes any award where
non-vesting conditions within the control of either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award, as described in
the previous paragraph.

The dilutive effect of outstanding options and/or awards is reflected as additional share dilution in the
computation of loss per share.

Other employee benefits

Pension schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes Ordinance for all of its employees in Hong Kong.
Contributions are made based on a percentage of the employees’ basic salaries and are charged to the
statement of profit or loss as they become payable in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with the employees when contributed into the MPF
Scheme.

Full-time employees of the Group’s subsidiaries which operate in Mainland China are required to participate in
a defined contribution scheme operated by the local municipal government. These subsidiaries are required to
contribute a certain percentage of their payroll costs to the defined contribution scheme which includes
pension, medical care, unemployment insurance, employee housing fund and other welfare. The contributions
are charged to the statement of profit or loss as they become payable in accordance with the rules of the
defined contribution scheme. The Group has no legal obligation for the benefits beyond the contributions
made.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting.

Interim dividends are simultaneously proposed and declared, because the Company’s memorandum and
articles of association grant the directors the authority to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when they are proposed and declared.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies

The Company’s functional currency is HKS$, while these financial statements are presented in RMB, which is
the Company’s presentation currency. Each entity in the Group determines its own functional currency and
items included in the financial statements of each entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are initially recorded using their respective
functional currency rates prevailing at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the functional currency rates of exchange ruling at the
end of the reporting period. Differences arising on settlement or translation of monetary items are recognised
in the statement of profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was measured. The
gain or loss arising on translation of a non-monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the item (i.e., translation difference on the item
whose fair value gain or loss is recognised in other comprehensive income or profit or loss is also recognised
in other comprehensive income or profit or loss, respectively).

The functional currencies of the Company and overseas subsidiaries are currencies other than the RMB. As
at the end of the reporting period, the assets and liabilities of these entities are translated into RMB at the
exchange rates prevailing at the end of the reporting period and their statements of profit or loss are
translated into RMB at the weighted average exchange rates for the year.

The resulting exchange differences are recognised in other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign operation, the component of other comprehensive
income relating to that particular foreign operation is recognised in the statement of profit or loss.

For the purpose of the consolidated statement of cash flows, the cash flows of the Company and overseas
subsidiaries are translated into RMB at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into RMB at the
weighted average exchange rates for the year.
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NOTES TO FINANCIAL STATEMENTS

March 31, 2018

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their
accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amounts of
the assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are described below.

Service period of the product identification, authentication and tracking system (“PIATS”) business

The Group provides PIATS service and renders service principally to the drugs industry in the PRC. In
respect of certain customers, the Group estimated and determined the service period based on the Group’s
business plan and foreseeable circumstances. As the service period is an accounting estimate, the Group will
continue to review and assess such estimation from time to time, as the Group continues its operation of the
PIATS service.

Impairment of investments in associates

The Group assesses whether there are any indicators of impairment for investments in associates at the end
of each reporting period. Investments in associates are tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An impairment exists when the carrying amount of an
investment in an associate exceeds its recoverable amount, which is the higher of its fair value less costs of
disposal and its value in use. The calculation of the fair value less costs of disposal is based on available
data from binding sales transactions in an arm’s length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset. When value in use calculations are undertaken,
management must estimate the expected future cash flows from the associate and choose a suitable
discount rate in order to calculate the present value of those cash flows.

Impairment of inventories

Management reviews the ageing analysis of inventories of the Group at the end of each reporting period, and
makes provision on expired and slow-moving inventory items identified that are no longer suitable for sale.
Management estimates the net realisable value for such inventories based primarily on the available selling
prices, budgeted fulfilment costs and current market conditions. If the market condition was to deteriorate so
that the actual provision might be higher than expected, the Group would be required to revise the basis of
making the provision and its future results would be affected.
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SIGNIFICANT ACCOUNTING ESTIMATES (CONTINUED)
Estimation uncertainty (continued)
Impairment of trade receivables

The Group maintains an allowance for the estimated loss arising from the inability of its customers to make
the required payments. When there is objective indication of impairment loss, the Group makes its estimates
based on the ageing of its trade receivable balances, customers’ creditworthiness, and historical write-off
experience. If the financial conditions of its customers deteriorate, the actual impairment loss may be higher
than expected, the Group would be required to revise the basis of making the allowance.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to the extent that it is probable that taxable profit
will be available against which the losses can be utilised. No deferred tax asset was recognised in the
consolidated statement of financial position at March 31, 2018 in relation to the estimated unused tax losses.
Significant management judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely timing and level of future taxable profits together with future tax planning
strategies.

Measurement of share-based compensation expenses

The Company adopted a share award scheme. Share-based compensation expenses is recorded net of
estimated forfeitures in the consolidated statement of profit or loss and as such is recorded for those share-
based awards that are expected to vest. Determining the fair value of share options requires significant
judgement. The Company estimated the fair value of its share options using the binomial model, which
requires the Group to make estimates about inputs, such as expected volatility, expected dividend vyield,
exercise multiple, risk-free interest rate and expected forfeiture rate, and hence it is subject to uncertainty.

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation
of the value in use of the CGUs to which the goodwill is allocated. Estimating the value in use requires the
Group to make an estimate of the expected future cash flows from the CGUs and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. The carrying amount of goodwill at
March 31, 2018 was RMB19,123,000 (March 31, 2017: RMB19,123,000). Further details are given in note 13
to the financial statements.
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OPERATING SEGMENT INFORMATION

The Group is primarily engaged in online and offline self-operated healthcare product sales, the provision of
e-commerce platform services, which includes providing e-commerce platform maintenance related software
services to Blue Cap Health Food merchants on Tmall.com and providing outsourced and value-added
services to Tmall Entities, the provision of tracking services principally for the drug industry in the PRC, the
construction of a medical services network and other innovative healthcare related services. Given that the

chief operating decision maker of the Company considers that the Group’s business is operated and
managed as a single segment, accordingly, no segment information is presented.

Geographical information

Substantially all of the Group’s revenue and non-current assets were derived from and located in the PRC
and, therefore, no geographical segment information is presented.

Information about a major customer

During the years ended March 31, 2018 and 2017, there was no revenue derived from transactions with a
single external customer which amounted to 10% or more of the Group’s revenue.

REVENUE AND OTHER INCOME

The Group is primarily engaged in self-operated healthcare product sales, e-commerce platform services,

tracking services and innovative healthcare related services in the PRC.
2018 2017
RMB’000 RMB’000

An analysis of revenue, other income and gains is as follows:

Revenue

Self-operated healthcare product sales 2,149,107 313,686
E-commerce platform services 171,079 40,341
Tracking services 24,353 96,305
Innovative healthcare related services and others 98,079 24,746

2,442,618 475,078
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REVENUE AND OTHER INCOME (CONTINUED)

2018 2017
RMB’000 RMB’000
Other income and gains

Bank interest income 13,206 11,567
Other interest income (note 18) 1,617 404
Government grant* 5,326 —
Gain on disposal of a subsidiary” - 4,550
Gain on disposal of items of property and equipment 4 17
Foreign exchange difference, net 31,765 —
Others 475 816
52,393 17,354

# Government grant has been received for incentive in certain region in Mainland China in which the Company’s subsidiary operate.
" ERKAER AR A A (Guangdong Grand Cycle Technology Company Limited*) (“Grand Cycle”), a wholly-owned subsidiary of the

Group, was engaged in software development and system integration services. Grand Cycle was disposed of during the year ended

March 31, 2017 for a cash consideration of RMB30,000.

* For identification purposes only

FULFILMENT

Fulfilment primarily consists of those costs incurred in warehousing, shipping, operation and customer

services, which are associated with the Group’s B2C online pharmacy business of over-the-counter drugs and

other health related products.
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LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/(crediting):
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2018 2017
Notes RMB’000 RMB’000
Auditor’s remuneration 1,228 1,144
Cost of goods sold* 1,711,194 249,856
Cost of services provided* (excluding employee benefit
expense and share-based compensation expenses) 53,755 33,241
Interest on bank loans** 6,393 6,886
Interest on other loans™ 3,733 —
Depreciation 12 4,508 4,618
Gain on disposal of items of property and equipment (4) (17)
Minimum lease payments under operating leases
for office buildings 13,347 11,965
Impairment of trade receivables*** 17 1,167 2,710
Impairment of other receivables*** 18 - 1,706
Impairment of inventories™ 14,469 3,565
Write-off of inventories™* 2,363 —
Fair value loss on financial asset at fair value through
profit or loss™* 20 6,200 —
Employee benefit expense (including directors’ and
chief executive’s remuneration — note 8):
Wages and salaries 145,403 102,878
Bonuses 46,752 27,485
Pension scheme contributions® 14,350 9,993
Share-based compensation expenses 27 117,034 110,324
323,539 250,680
Foreign exchange differences, net*** (31,765) 19,761
* These items are included in “Cost of revenue” in the consolidated statement of profit or loss.
. These items are included in “Finance costs” in the consolidated statement of profit or loss.
e These items are included in “Other expenses” in the consolidated statement of profit or loss.
e These items are included in “Other income and gains”/”Other expenses” in the consolidated statement of profit or loss.
t At March 31, 2018, the Group had no forfeited contributions available to reduce its contributions to the pension schemes in future

years (2017: Nil).

117



NOTES TO FINANCIAL STATEMENTS

March 31, 2018

8.

118

DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed pursuant to the Listing Rules, section
383(1)(a), (b), (c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of

Information about Benefits of Directors) Regulation, is as follows:
2018 2017
RMB’000 RMB’000

Fees 996 926

Other emoluments:

Salaries, allowances and benefits in kind 1,553 1,050
Performance related bonus 120 —
Share-based compensation expenses 13,697 8,386
Pension scheme contributions 52 48
15,422 9,484
16,418 10,410

During the year ended March 31, 2018, two directors (2017: one) of the Company were granted share
options and RSUs, in respect of their services to the Group, under the share award scheme of the Company,
further details of which are set out in note 27 to the financial statements. The fair values of such options and
RSUs, which have been recognised in the statement of profit or loss over the vesting period, were
determined as at the date of grant and the amounts included in the financial statements for the years ended
March 31, 2018 and 2017 are included in the above directors’ and chief executive’s remuneration
disclosures.

ALIBABA HEALTH Information Technology Limited 2018 Annual Report



ALIBABA HEALTH Information Technology Limited 2018 Annual Report

NOTES TO FINANCIAL STATEMENTS

March 31, 2018

8. DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION (CONTINUED)
(@) Independent non-executive directors

The fees paid to independent non-executive directors during the year were as follows:

2018 2017
RMB’000 RMB’000

Mr. Wong King On, Samuel 488 419
Mr. Yan Xuan 244 250
Mr. Luo Tong 264 257

996 926

There were no other emoluments payable to the independent non-executive directors during the year
(2017: Nil).

(b) Executive directors and non-executive directors

Salaries,
allowances Performance  Share-based Pension

and benefits related compensation scheme Total
Fees in kind bonus expenses contributions remuneration
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

2018

Executive directors:

Mr. Shen Difan® - - - - - -
Mr. Wang Lei - 1,481 120 13,384 52 15,037

- 1,481 120 13,384 52 15,037

Non-executive directors:

Mr. Wu Yongming' - - - - - -
Mr. Tsai Chung, Joseph® - - - - - -
Ms. Huang Aizhu® - - - - - -
Mr. Kang Kai? - 72 - 313 - 385
Mr. Wang Lei” - - - - - -
Ms. Zhang Yu* - - - - - -

- 72 - 313 - 385

- 1,553 120 13,697 52 15,422
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DIRECTORS’ AND CHIEF EXECUTIVE’S REMUNERATION (CONTINUED)

(b)

Executive directors and non-executive directors (continued)
Salaries,
allowances Share-based Pension
and benefits ~ Performance  compensation scheme Total
Fees in kind related bonus expenses contributions remuneration
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
2017
Executive directors:
Mr. Wang Lei 990 — 8,386 48 9,424
Ms. Chen Xiao Ying® — — — — —
990 - 8,386 48 9,424
Non-executive directors:
Mr. Wu Yongming' = = = = =
Mr. Tsai Chung, Joseph® — — — — —
Ms. Huang Aizhu® — — — — —
Mr. Kang Kai? 60 — — — 60
60 - - - 60
1,050 — 8,386 48 9,484
U Appointed on April 17, 2015
2 Appointed on September 8, 2015
8 Resigned on August 18, 2016
4 Appointed on December 29, 2017
5 Resigned on December 29, 2017
@ Appointed as executive director on March 29, 2018, also appointed as the chief executive
7 Resigned as an executive director and the chief executive, and appointed as a non-executive director on March 29, 2018
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FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included one (2017: one) director, details of whose
remuneration are set out in note 8 above. Details of the remuneration for the year of the remaining four
(2017: four) non-director, highest paid employees who are neither a director nor chief executive of the

2018 2017
RMB’000 RMB’000

Company are as follows:

Salaries, allowances and benefits in kind 3,846 2,155
Performance related bonuses 2,197 381
Share-based compensation expenses 16,770 15,873
Pension scheme contributions 135 82
Termination benefit — 4,435

22,948 22,926

The number of non-director, highest paid employees whose remuneration fell within the following bands is as

follows:

Number of employees
HK$5,000,001 to HK$5,500,000 2 2
HK$5,500,001 to HK$6,000,000 1 =
HK$6,000,001 to HK$6,500,000 — 1
HK$9,500,001 to HK$10,000,000 — 1
HK$11,000,001 to HK$11,500,000 1 =

During the years ended March 31, 2017 and March 31, 2018, share options and RSUs were granted to non-
director and non-chief executive highest paid employees in respect of their services to the Group, further
details of which are included in the disclosures in note 27 to the financial statements. The fair values of 'such
options and RSUs, which have been recognised in the statement of profit or loss over the vesting period,
were determined as at the date of grant and the amounts included in the financial statements for the current
and prior years are included in the above non-director and non-chief executive highest paid employees’
remuneration disclosures.
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INCOME TAX

2018 2017
RMB’000 RMB’000

Current — Hong Kong

Charge for the year (note) 2,551 1,738

Underprovision in prior years - 6
Current — Mainland China

Charge for the year 10,222 =

Underprovision in prior years - 263
Deferred (note 25) 1,116 (4583)
Total tax charge for the year 13,889 1,554

Note: No provision for Hong Kong profits tax has been made as the Group did not generate any assessable profits arising in Hong Kong
during the year (2017: Nil). The amounts represented the withholding tax levied on the profits or income arising in Mainland China.

In general, the PRC subsidiaries of the Group are subject to the PRC corporate income tax rate of 25%
except for two PRC subsidiaries which are entitled to a preferential tax rate at 15% for the three years
ending September 8, 2018 and ending December 22, 2019, respectively.

Deferred income tax represents the withholding tax on the distributable profits of the Group’s PRC associate
and joint venture.

The share of tax attributable to a joint venture amounting to approximately RMB224,000 (2017:
RMB2,677,000) is included in “Share of profits of joint ventures” in the consolidated statement of profit or
loss.

The share of tax charge attributable to associates amounting to approximately RMB247,000 (2017: tax credit
of RMB245,000) is included in “Share of profits or losses of associates” in the consolidated statement of
profit or loss.
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INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to loss before tax at the statutory rate for the jurisdiction in
which the majority of its subsidiaries are domiciled to the tax expense at the effective tax rate, and a
reconciliation of the applicable rate (i.e., the statutory tax rate) to the effective tax rate, are as follows:

2018
Hong Kong Mainland China Total
RMB’000 % RMB’000 % RMB’000
Loss before tax (85,508) (9,637) (95,145)

Tax at the statutory tax rate of

Mainland China (21,377) 25.0 (2,409) 25.0 (23,786) 25.0
Effect of different tax rates of

subsidiaries operating in Hong Kong 6,706 