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8 March 2024 
 

To the Independent Board Committee and Independent Shareholders 

 
Dear Sir or Madam, 

 
We refer to our engagement as the independent financial adviser to advise the 

Independent Board Committee and the Independent Shareholders on the terms of the 2024 

Platform Services Master Purchase Agreements, 2024 Delivery Services Master Purchase 

Agreements, and the 2024 Joint Marketing Services Master Supply Agreement entered into 

between the Group and Alibaba Affiliates. 

 
Alibaba Group is currently a controlling shareholder of the Company and is therefore a 

connected person of the Company under the Listing Rules. As one or more of the applicable 

percentage ratios as defined under Rule 14.07 of the Listing Rules for the proposed annual cap 

amounts under each of the category in the 2024 Platform Services Master Purchase 

Agreements, 2024 Delivery Services Master Purchase Agreements and the 2024 Joint 

Marketing Services Master Supply Agreement exceed 5%, the continuing connected 

transactions under the aforementioned agreements are subject to Independent Shareholders’ 

approval under Chapter 14A of the Listing Rules. 

 
Details of the 2024 Platform Services Master Purchase Agreements, 2024 Delivery 

Services Master Purchase Agreements and the 2024 Joint Marketing Services Master Supply 

Agreement are contained in the Letter from the Board as set out in the circular of the Company 

dated 8 March 2024 (the “Circular”). Capitalized terms used in this letter shall have the same 

meanings as defined in the Circular unless the context requires otherwise. 

 
An Independent Board Committee comprising all of the independent non-executive 

Directors has been established to advise the Independent Shareholders on whether the above 

mentioned agreements with Alibaba Affiliates are in the ordinary and usual course of business 

of the Company, on normal commercial terms, and on terms that are fair and reasonable so far 

as the Independent Shareholders are concerned and are in the interests of the Company and 

Shareholders as a whole. 
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In formulating our opinion to the Independent Board Committee and the Independent 

Shareholders, we have relied on statements, information and representations referred to in the 

Circular as well as information and representations provided to us by the Company. We have 

assumed that all such information and representations provided by the Company, for which the 

Directors are solely responsible, are true and accurate at the time when they were made. We 

have also assumed that all statements of belief, opinion, forecasts and intention made by the 

Company were reasonably made after due enquiry and careful consideration. At the time of 

writing, we have no reason to doubt the truth and accuracy of the information and 

representations provided to us and have been advised by the Company that no material facts 

have been withheld or omitted from the information provided and/or referred to in the Circular. 

 
We consider that we have reviewed sufficient information to reach an informed view and 

to justify reliance on the accuracy of the information contained in the Circular and to provide 

a reasonable basis for our advice. We have not, however, for the purpose of this exercise 

conducted any independent verification of the information included in the Circular and/or those 

provided to us by the Company nor have we conducted any form of investigation into the 

businesses, affairs of the Group. 

 
Save for the appointment as the independent financial adviser of the Company in respect 

of the revision of annual caps for the continuing connected transaction (details of which were 

set out in the circular of the Company dated 7 September 2021), there was no other engagement 

between the Group and us. In addition, we have no relationship with, or interest in, the 

Company or any of its associates during the past two years immediately preceding the Latest 

Practicable Date that could reasonably be regarded as relevant to our independence. 

 
Apart from normal advisory fee payable to us in connection with our appointment as 

independent financial adviser to the Independent Board Committee and the Independent 

Shareholders with respect to this engagement, we do not have a relationship with, or interest 

in, the Group and/or the Alibaba Group, including any of their respective associates. As such, 

we are of the opinion that we are independent in relation to our acting as independent financial 

adviser to the Company in this regard. 

 
PRINCIPAL FACTORS AND REASONS CONSIDERED 

 
In formulating our opinion on the 2024 Platform Services Master Purchase Agreements, 

2024 Delivery Services Master Purchase Agreements and the 2024 Joint Marketing Services 

Master Supply Agreement (including their respective proposed annual cap amounts for three 

financial years ending 31 March 2027), we have considered the following principal factors and 

reasons: 

 
Background 

 
The Group is a leading retailer in China with multi-formats and omni-channels, continues 

to focus on target customers, and create diversified shopping scenarios, and endeavor to 

improve online and offline shopping experience. It operates hypermarkets, superstores and 
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mini stores under RT-Mart (大潤發) and RT-Super (大潤發 Super). As of 30 September 2023, 

the Group had a total of 485 hypermarkets, 19 superstores and one membership store,  M-Club. 

In addition, it had a total of 14 fresh produce processing centers across the country,  covering 

over 211 cities across different provinces,  autonomous regions and municipalities in China 

with a total gross floor area of approximately 13.79 million square meters. As of 30 September 

2023,  approximately 6.7%  of the Group’s hypermarkets and superstores were located in 

first-tier cities,  18.1% in second-tier cities,  48.4% in third-tier cities,  19.3% in fourth-tier cities 

and 7.5% in fifth-tier cities. 

 
The Group opened the first membership store (“M-Club”) in Yangzhou in April 2023. 

Converted from an existing store, the membership store covers approximately 45,000 square 

meters, with an operating area of approximately 12,000 square meters and 800 parking spaces. 

As of 30 September 2023, the number of paid members of Yangzhou M-Club has exceeded 

50,000 and the total number of members was close to 100,000. The number of products in 

M-Club was about 3,000, with over 10% being private label products. M-Club also provides 

one-hour delivery service within three-kilometer radius from the store. In the second half of the 

fiscal year 2024, two stores located in Nanjing and Changzhou have been converted into 

membership stores and started business and additional five membership stores are planned to 

be opened by 31 March 2025. In the future, the Group will continue to look for appropriate 

sites for store remodeling. By remodeling an existing hypermarket and leveraging the “big box” 

advantages of RT-Mart and resources of the Group’s owned properties, M-Club uses a new 

supply chain system to develop differentiated products to create value for members. 

 
Following the investment by Taobao China (an indirect wholly owned subsidiary of 

Alibaba) in recent years, Alibaba Group has further enhanced the cooperation with the 

Company to integrate the Group’s offline hypermarket businesses with Taobao’s online 

capabilities and reach. These initiatives included (1) remodeling the Group’s hypermarkets to 

become online fulfilment centers in order to meet the needs of online and offline customers; 

and (2) enabling all Sun Art’s stores to launch 30-minute,  one-hour-delivery-to-home, and/or 

half-day delivery service of fresh products through Taoxianda 淘鮮達 under Taobao, Alibaba’s 

B2C online platform,  Ele.me 餓了麼 (Alibaba’s online food ordering and delivery platform) 

and Freshippo 盒馬鮮生 (Alibaba’s new retail platform for groceries and fresh goods, which 

integrates online and offline retail models). All the above initiatives involve different types of 

cooperation with Alibaba Affiliates and the Group,  including but not limited to (1) sales of 

goods through various e-commence platforms operated by Alibaba Affiliates,  such that 

platform services fee would be charged to the Group by Alibaba Affiliates; (2) delivery services 

provided by Alibaba Affiliates to the Group such that delivery,  logistic and warehousing 

supporting services fee is charged by Alibaba Affiliates to the Group; and (3) joint promotion 

services would be provided by the Group to Alibaba Affiliates such that promotion services fee 

would be charged by the Group to Alibaba Affiliates. 
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Through the above cooperation, the Group aims to utilize the online platforms and 

resources provided by Alibaba to expand its sales coverage and access a larger customer base 

in China. Alibaba, being a prominent e-commerce company in China, has a strong presence and 

influence in the country’s online market. By tapping into Alibaba’s networks, the Group hopes 

to increase its sales and overall revenue. 

 
With the continuous development of the above online businesses, the Group’s offline 

stores have also become logistics fulfillment centers which enable the Group to improve the 

entire fulfilment efficiency and to support the development of its online business. 

 
In 2023, the Group improved its digital membership capabilities to attract a steady 

customer base. Also,  the Group’s membership system had been integrated with that of Ele.me

餓了麼 and Taoxianda 淘鮮達,  and established content and channels through public platforms 

such as Douyin 抖音, Xiaohongshu 小紅書, Weibo 微博 and Enterprise WeChat 企業微信. The 

omni-channel digital membership operation is expected to become an important business 

development strategy of RT-Mart. 

 
The Group continued to develop its procurement capabilities for multi-channels and 

online operations. As such, B2C business continued to grow and has become the Group’s core 

competency. As a result of the above mentioned initiatives and development, the Group’s B2C 

revenue increased by approximately 15% from year ended 31 March 2022 to year ended 31 

March 2023, and remained the driver of revenue growth of the Group. The Daily Order per 

Store (“DOPS”) of B2C was nearly 1,300 orders, and the ticket size was approximately RMB75 

per order with an increase of over 10% as compared to the fiscal year before. 

 
Revenue derived from its own mobile application,  RT-Mart Fresh 大潤發優鮮 App, has 

also increased by nearly 40% compared to the same period in previous fiscal year. The Group’s 

Taoxianda 淘 鮮 達  business,  as the core supplier of near-site fresh products for Taobao, 

continued to grow steadily.  Ele.me’s revenue growth, driven by its ticket size expansion, was 

also up by nearly 20% compared to the fiscal year before. 

 
In terms of products, fresh products, dairy products and fast moving consumer goods 

(FMCG) were main revenue drivers of which fresh products and dairy products contributed 

nearly 45% of the Group’s total online revenue, and FMCG accounted for more than 50% in 

the year ended 31 March 2023. 

 
We understand the Group is currently embarking on the following development strategies: 

 
The Group’s business remodeling 

 
In 2022, the Group restructured the private label (“PL”) team and redefined the 

positioning of PL products that focus on quality-to-price considerations and meeting core customers’ 

needs. The PL products mainly cover groceries, snacks and beverages, daily necessities, pet 

products and 3R (ready-to-cook, ready-to-eat, and ready-to-heat) products. As 
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of 30 September 2023, the Group has developed more than 100 PL products and sales 

penetration rate was almost 10% of the overall sales of the sub-categories involved. The Group 

will continue to improve the proportion of its differentiated PL products. 

 
The hypermarket remodeling version 2.0 focused on products and services to create 

value-added services in terms of perception, mindset and word-of-mouth for customers.  The 

Group has continued to improve customer satisfaction and on-time fulfilment rates as well as 

to improve the entire fulfilment efficiency. And the online average daily order per store 

(“DOPS”) has continued to increase.  The Group has also committed to further extend its 

service time period and scope of service,  increase user growth of its own APP, deepen 

cooperation with Taoxianda 淘鮮達 and Ele.me 餓了麼,  and explore new online channels. 

The Group opened its first membership store (“M-Club”) in Yangzhou in April 2023. 

Converted from an existing store, the membership store covers approximately 45,000 square 

meters, with an operating area of approximately 12,000 square meters and 800 parking spaces. 

As of 30 September 2023, the number of paid members of Yangzhou M-Club had exceeded 

50,000 and the total number of members was close to 100,000. The number of products in 

M-Club was about 3,000, with over 10% being PL products. M-Club also provides one-hour 

delivery service within three-kilometer radius from the store. In the second half of the fiscal 

year 2024, two more property stores located in Nanjing and Changzhou had been converted 

into membership stores and opened for business. We understand the Group is actively looking 

for appropriate sites to accelerate store remodeling as well. 

 
The Group has been actively looking for suitable sites for opening of more superstores. 

As at the year ended 31 March 2023 and 30 September 2023, the Groups operated 12 and 19 

Superstores respectively. By end of 31 March 2024, the Group plans to operate more than 20 

Superstores and by end of 31 March 2025, the Group aims to open another 10 to 12 Superstores 

in untapped areas including Yangtze River Delta, Pearl River Delta and Shandong Peninsula. 

Furthermore, these superstores will serve as logistics fulfillment centers, empowering the 

Group to drive the growth of its online business and take advantage of economies of scale. 

 
In-depth cooperation with Alibaba for online retail business 

 
Cainiao 菜 鳥 ,  being delivery and logistic solution services provider under Alibaba, 

operates in local communities, university campuses, townships and rural areas in residential 

communities. In recent years, the Group’s online retail business strengthened its business 

cooperation with Cainiao 菜 鳥  located in major cities of China with the number of active 

stations connected to a large last-mile network consisting of over 4,400 delivery stations and 

over 170,000 “pick-up, drop-off” stations as of June 30, 20231.  In addition, Fengniao 蜂鳥即

配 ,  being an on-demand delivery network, provides last-mile logistics services,  including 

delivery of food,  groceries,  FMCG and pharmaceutical products for the Group,  Freshippo 盒

馬鮮生,  as well as Alibaba Health. 
 
 
 

1 https://www1.hkexnews.hk/app/sehk/2023/105763/documents/sehk23092601328.pdf 
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Both of Cainiao 菜鳥 and Fengniao 蜂鳥即配 are the important delivery and logistic 

solution partners of the Group in online retail business. More importantly, Cainao 菜鳥  and 

Fengniao 蜂鳥即配 provided customized logistic support to the Group so that the Group is able 

to provide the fulfilment services as well as to maintain the quality of fresh- products to its 

customers. 

 
Increased cooperation with Alibaba Group’s online retail business allows the Group to 

expand procurement scale, improve category operation capability and core competitiveness of 

its supply chain. By strengthening the cooperation with Alibaba Affiliates, the Group’s 

multi-channel supply chain capabilities as well as sales performance are expected to be 

benefitted from it. 

 
With a view to react to online impact on sales of products in physical stores, the Group 

has initiated a renovation project to transform some stores into the “warehouse-based” model. 

This involves a reduction of non-food operating area and an increase in the warehouse area to 

support omni-channel businesses. Such renovation means each city has its own city warehouse 

resulting in reduction of delivery time, leading to improvement in product efficiency and 

customers’ shopping experience. More importantly, these changes not only meet the needs of 

the stores themselves, but also support one-hour delivery services, half-day delivery services, 

and B2B business in their respective cities. 

 
Also, the Group will expand the customers’ coverage by establishing additional 

“warehouse-based” stores. Such “warehouse-based” stores aim to bring products closer to 

customers, reducing delivery times. Instead of relying on a single central warehouse, which 

might be located far away from the customers, multiple “warehouse-based” stores are 

strategically positioned in different regions, closer to the target market. In this case, the Group 

aims to strategically establish “warehouse-based” stores with an appropriate distance from the 

hypermarkets so as to cover the customers living area within a five-kilometer radius, enabling 

such “warehouse-based” stores to provide faster and more efficient delivery services. 

 
Customers’ buying habits have become at anytime and anywhere, online and offline, 

deliver to home or shop in stores. To cater for such market changes, the general trend in the 

physical retail industry is to be online, miniaturized, convenient and community-based. 

Through working with Alibaba’s online networks, the Group shall focus on investments in user 

experience, new business formats and fresh products processing capability so as to position 

itself for long-term revenue growth. Going forward, we understand Sun Art’s stores not only 

serve as traditional hypermarkets but will also become customers’ offline experience centers 

and order fulfillment centers of online business focusing on fresh products. 
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Growth in China’s online retail sales 

 
China’s well-developed e-commerce sector is the largest element of the country’s digital 

economy. According to E-commerce in China (2022)2 (中國電子商務報告2022) (the “Report”) 

released by the Ministry of Commerce in June 2023, the China’s online retail transactions 

reached RMB1,279 billion,  representing a year-on-year growth of 4%. Among China’s online 

retail sales of food, daily necessities,  clothing and consumer goods increased by 15.6%, 3.3% 

and 2.6% respectively. Despite the fact that the full report for 2023 statistic will only be issued 

in the second half of the year, China’s online retail transaction figures for 20233 issued by the 

Ministry of Finance amounted to RMB1,542 billion,  represented a growth of 11.0% as 

compared to 2022. Further,  B2C online retail transactions recorded a growth of 13.7% for the 

nine months ended 30 September 20234 as compared to the same corresponding period. Among 

China’s online retail sales,  food,  clothing and consumer goods increased by 10.4%, 9.6% and 

8.5% respectively. Therefore, we are of the view the statistics of the Report are relevant for us 

to assess the growth trend of China’s online retail market. 

 
Driven by the “stay-at-home economy” in China following the pandemic, the synergy 

between online and offline channels in e-commerce has rapidly developed in China. The new 

model of real-time retail had been emerged in the field of food delivery. With the increasing 

variety of products delivered by food delivery riders, the platforms have transformed from 

primarily focusing on food delivery to becoming platforms for “delivery of everything to your 

doorstep”. With the support of digital technology, real-time retail in China has experienced 

rapid growth, from the delivery of fresh produce through e-commerce to the booming sales of 

pre-packaged meals and the online sales of other items including anti-pandemic drugs. 

According to the Report, in 2022, the number of real-time delivery orders in China exceeded 

40 billion, with a year-on-year growth of around 30%. 

 
It is expected that the China’s online retail sales will further grow due to various factors 

such as increased internet usage, mobile adoption, and evolving consumer behavior which are 

all growth drivers of digital-first economy. 

 
–  Government policies have played a crucial role in fostering this environment. 

Initiatives promoting digital literacy, supporting small and medium-sized enterprises 

(SMEs) in adopting e-commerce, and investing in technological infrastructure have 

significantly contributed to the market’s expansion. Moreover, regulatory 

frameworks are continually being adapted to keep pace with the evolving digital 

landscape, ensuring a stable and conducive environment for e-commerce businesses. 
 
 
 
 
 
 
 

2 http://images.mofcom.gov.cn/dzsws/202306/20230609104929992.pdf 
3 https://dzswgf.mofcom.gov.cn/ 
4 https://dzswgf.mofcom.gov.cn/news_attachments/8c838acc35d4bf354c3935ba0c35eb820d23ac33.pdf 
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–  Technology innovation continues to be a cornerstone of China’s e-commerce market. 

Cutting-edge technologies such as artificial intelligence (AI), big data analytics, and 

blockchain are being employed to enhance customers’ experiences, optimize supply 

chains, and introduce new business models. These technologies will not only 

improve operational efficiencies but also open new avenues for market expansion 

and customer engagement. 

 
E-commerce in China is witnessing a rise in green consumerism trends, which are gaining 

traction among consumers. The trend is driven by concerns over pollution, climate change, and 

health awareness, creating opportunities for eco-friendly products and sustainable development 

initiatives. For instance, Tmall, Alibaba’s online marketplace, introduced the “Green Star” 

certification program, which requires environmentally responsible brands to demonstrate their 

commitments before being featured on Tmall for customers to purchase. 

 
2024 Platform Services Master Purchase Agreements 

 
Purpose of the 2024 Platform Services Master Purchase Agreements is to allow Alibaba 

Affiliates to provide platform-related services to the Group including, among others, (a) 

granting access of the Group’s software systems to work with Alibaba’s online platforms as 

well as the payment gateways; (b) product and consumption data sharing; and (c) platform- 

related support services provided by Alibaba Affiliates. 

 
Basic terms of the 2024 Platform Services Master Purchase Agreements dated 25 January 

2024 governing the platform services provided by Alibaba Affiliates to the Group are as 

follows: 

 
Term 

 
Each of the 2024 Platform Services Master Purchase Agreements has a term of three (3) 

years from 1 April 2024 to 31 March 2027, unless at any time prior to the expiry of the 2024 

Platform Services Master Purchase Agreements, either party gives the other party of not less 

than three (3) months’ prior notice to terminate the 2024 Platform Services Master Purchase 

Agreements. 

 
Nature of transactions 

 
Following the entering into of the 2024 Platform Services Master Purchase Agreements, 

the purchase of platform-related services by the Group from the Alibaba Affiliates will be 

primarily governed by the 2024 Platform Services Master Purchase Agreements. 

 
Alibaba Affiliates shall provide platform-related technical and support services to the 

Group to enable it to display,  manage and sale of the Group’s products using Taoxianda 淘鮮

達,  Ele.me 餓了麼 and Freshippo 盒馬鮮生 (Alibaba’s online platform for the ordering of 

meals,  groceries and daily necessities). 
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To support the Group as a supplier, Alibaba Affiliates will also allow the Group to have 

real time information on sales and payments, sales returns and to participate in different types 

of sales promotion from time to time. Also, the platform services provided by Alibaba 

Affiliates includes customer behavior analysis such as browsing patterns, purchase history, and 

preferences. Such data analytics provides valuable insights and data-driven decision-making 

capabilities so that the Group would be able to adjust its sales plans based on customers’ 

demographics, purchasing behavior, and preferences etc. In addition, Alibaba Affiliates will 

also allow different payment gateways to be used by their customers for payments of the 

Group’s products and services online. 

 
We understand the platform services fee under the above-mentioned agreement are 

charges based on the Group’s transaction value through various e-commerce platforms 

operated by Alibaba Affiliates (including Taoxianda 淘鮮達,  Ele.me 餓了麼 and Freshippo 盒

馬鮮生) multiple by an pre-determined platform fee rate. 

 
Historical transaction amounts and new caps 

 
For the financial years ended 31 March 2022 and 2023, the aggregate transaction amounts 

in respect of the purchase of platform-related services by the Group from the Alibaba Affiliates 

amounted to approximately RMB422 million and RMB693 million,  respectively,  representing 

an increase of 64%. The increase in the transaction amounts during the above periods was 

mainly due to the increase in the number of customers’ orders from Taocaicai 淘菜菜 ,  an 

Alibaba’s online platform which provides groceries and fresh goods with next-day pick-up 

services.  The high demand for orders purchase through Taocaicai 淘菜 菜 during pandemic 

period when customers inclined to buy in bulk or stock up on products,  especially for the 

vegetables and fresh meats and necessities. However, in post-pandemic period, this stock up 

mentality has subsided. 

 
During the period from 1 April 2023 to 31 December 2023, the aggregate unaudited 

transaction amount in respect of the Group’s purchase of platform-related services from the 

Alibaba Affiliates amounted to approximately RMB287 million. It is estimated that the amount 

for this type of transaction for the year ending 31 March 2024 would be around RMB400 

million. 

 
Pricing 

 
The consideration for such platform services fee primarily involves e-commerce platform 

support services required by the Group and payable to Alibaba Affiliates. Such consideration 

is determined based on arm’s length negotiation between the parties with due regard to market 

price charged for the same category of services offered by independent third party service 

providers from time to time. Where it is impracticable to make reference to the rate of the 

service fees offered by independent third party service providers for comparable services, the 

Group will take into consideration the cooperative specifications, cost structure, market 

condition and development strategy in determining the rate for the fees payable by the Group 

with the view to ensure the terms of the agreements are in the best interest of the Group. 
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We understand the Group’s products are being displayed and sold through various 

e-commerce platforms operated by Alibaba Affiliates and platform-related services fee are 

being charged under the above mentioned agreement involving primarily the following three 

types of e-commerce platforms as operated by Alibaba Affiliates: 

 
Taoxianda 淘鮮達 

 

Taoxianda 淘鮮達 , Alibaba’s online supermarket, offers on-demand delivery of groceries 

within one hour.  The Group initiated a business cooperation with Alibaba Affiliates in 2018 
through Taobao Daojia, which is Alibaba’s online convenience store. Initially, customers could 
order fresh fruits, vegetables, meat, and groceries online through this platform. Over time, this 
cooperation expanded to include a more diverse network operated under Taoxianda 淘鮮達, 

serving multiple cities. 

 
To facilitate this collaboration, the Group implemented Taobao’s software across its 

hypermarkets and superstores. This allowed customers to place orders, make payments, and 

have products delivered to Alibaba Affiliates’ online customers. By adopting Taobao’s 

software, the Group streamlined the ordering and delivery process, enhancing the shopping 

efficiency and convenience for customers. 

 
Through this cooperation, the Group leveraged the extensive reach and capabilities of 

Alibaba’s online platforms to tap into the growing demand for online grocery shopping. By 

offering fast delivery and a wide range of products, the Group aims to meet the evolving needs 
of consumers and increase its market presence in the online grocery sector. 

 
Ele.me 餓了麼 

 

Ele.me 餓了麼 is an online platform operated by Alibaba Affiliates that facilitates the 
ordering of meals, groceries, and daily necessities in China. The Group established a business 

cooperation with Ele.me 餓了麼 in 2019, which involves listing the Group’s products on the 

Ele.me 餓了麼 platform for sales and delivery. Such business cooperation supports the Group’s 
ongoing utilization of Alibaba Affiliates’ expertise in internet technologies and digital 

infrastructure. This collaboration aims to expand the Group’s retail channels and online food 

ordering business,  ultimately increasing the Group’s revenue. Moreover, this business 
cooperation will enable the Group to take advantage of Alibaba Affiliates’ digital ecosystem, 

promoting the expansion of its online retail business through partnerships with Alibaba 

Group’s online marketplaces,  including Taoxianda 淘鮮達,  Ele.me 餓了麼 and Freshippo 盒馬

鮮生,  among others.  We believe that these initiatives will contribute to the Group’s revenue 

growth,  aligning with the best interests of the Company and its shareholders. 
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Freshippo 盒馬鮮生 
 

Freshippo 盒馬鮮生 is the new retail platform operated by Alibaba Affiliates for groceries 

and fresh goods, which integrates online and offline retail experiences. Freshippo’s proprietary 

fulfillment system enables 30-minute store-to-door delivery for consumers living within a 
three-kilometer radius of a Freshippo Supermarket store. 

 
In this regard, Alibaba Affiliates shall provide platform-related supports to the Group, in 

return the Group pays Alibaba Affiliates a platform fee for such supporting services. 

 
In terms of pricing policy for platform-related services fee, we have obtained and 

reviewed business contracts contemplated under 2024 Platform Services Master Purchase 
Agreements, which the pricing policies is generally in line with the 2024 Platform Services 

Master Purchase Agreements, and noted that the platform-related services fee charged by 
Alibaba Affiliates to the Group were primarily determined by the pre-determined services fee 

based on the transaction amount. Such consideration is determined based on arm’s length 

negotiation between the parties with due regard to market price charged for the same category 
of services offered by independent third party service providers from time to time. We have 

obtained and review the internal price quotations and approval records, the internal price 
quotations and approval records clearly indicated the fee charged by two independent 

third-party service providers for the same category of services, namely, providing platform- 
related technical and support services with a fixed fee rate charged per transaction. The 

platform fee is charged based on arm’s length terms and at prices no less favorable to Sun Art 

than those rates charged to other independent third-party. Accordingly, we are of the view that 
the pricing policies under 2024 Platform Services Master Purchase Agreements are fair and 

reasonable and in the interest of the Company and the Shareholders as a whole. 

 
Basis for determining platform services fee payable to Alibaba Affiliates 

 
Under the 2024 Platform Services Master Purchase Agreements, the Group shall conduct 

review and evaluation of the fees payable with reference to the rates quoted by other 

independent third party service providers of comparable services, in order to ensure that the 

fees under such agreements are conducted on normal commercial terms. Where it is 

impracticable to make reference to the rate of the service fees offered by independent third 

party service providers for comparable services, the Group will take into consideration the 

cooperative specifications, cost structure, market condition and development strategy in 

determining the rate for the fees payable by the Group with the view to ensure the terms of the 

agreements are in the best interest of the Group. 
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Annual Caps relating to platform-related services fee payable to Alibaba Affiliates 

 
The proposed annual caps under the above category under 2024 Platform Services Master 

Purchase Agreements for the following periods are: 

 
For year ending 31 March 

 
 

 
Proposed annual cap 

 

As for the annual caps under the 2024 Platform Services Master Purchase Agreements for 

the three years ending 31 March 2027, it mainly consists of estimated amounts of the three 

main business categories with Alibaba Affiliates;  namely,  Taoxianda 淘鮮達,  Ele.me 餓了麼 

and Freshippo 盒馬鮮生. 

 
We understand from the Company that the above services fees paid by the Group to 

Alibaba Affiliates under such category mainly represented platform fees. In assessing the 

reasonableness of the proposed annual caps relating to services fees under the 2024 Platform 

Services Master Purchase Agreements with Alibaba Affiliates, we have reviewed and discussed 

with the Company’s management such annual caps (including their bases) provided by the 

Group and have been advised that such annual caps for the three years ending 31 March 2027 

are mainly determined based on the following factors: 

 
With respect to the platform-related services fee payable to Alibaba Group as seller on the 

e-commerce platforms 

 
Annual cap amounts are estimated based on platform-related fee chargeable to the Group 

and calculated based on the estimated transaction value expected to be conducted over various 

e-commerce platforms, primarily Taoxianda 淘鮮達,  Ele.me 餓了麼 and Freshippo 盒馬鮮生. 

Such transaction value is primarily estimated based on the historical transaction amounts with 

an estimated growth rate of approximately 31% from year ending 31 March 2024 to 31 March 

2025. And further 5% growth rate in each fiscal year thereafter. 

 
Notwithstanding that the demand for online shopping had been significantly shifted in 

consumer behavior towards online purchasing following the pandemic, especially the 

convenience and efficiency of online shopping have appealed to consumers, the demand for 

online purchase is expected to continue after the pandemic. As mentioned before, the pandemic 

has accelerated the adoption of e-commerce as people increasingly turn to online platforms to 

meet their shopping needs. 

2025 2026 2027 
(RMB million) (RMB million) (RMB million) 

525 550 580 
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The proportion of domestic digital economy in GDP has kept increasing. It reached 41.5% 

(or RMB50.2 trillion) in 20225, with a year-on-year growth of 10.3% and become the second 

largest industry economy in China, reflecting the development achievements of domestic 

digital economy and also laying a solid foundation for the further development of digital 

economy in the future. Being a part of digital economy, customized enterprise services 

e-commerce will be benefited from the enhanced development of digital economy and achieve 

further penetration of traditional enterprise services market. This also aligned with the strategic 

cooperation with Alibaba Affiliates on a on-going basis. 

 
Platform fee is charged on arm’s length terms and at prices that are comparable or lower 

than those rates payable by other independent third party to Alibaba Affiliates. Since Alibaba 

Affiliates shall provide online platform support services, we have compared the relevant 

service fee rates of various platform services to the corresponding market rates and found that 

such service fee rate is within market range. 
 

With respect to Taoxianda 淘鮮達 
 

The historical transaction amounts under Taoxianda 淘鮮達 in fiscal year 2022, fiscal year 

2023 and nine months ended 31 December 2023 represented on average 60% of the total 

amount under the platform services purchase from Alibaba Affiliates, respectively. However, 

excluding the business conducted through Taocaicai 淘菜菜, which the Group will not focus on 

going forward, the historical transaction amount under Taoxianda 淘 鮮 達  for the above- 

mentioned periods represented over 80% of the platform services purchased from Alibaba 

Affiliates. 

 
This category of platform services enables the Group to use Taobao’s platform across its 

hypermarkets and supermarkets in order to allow ordering, payment and delivery of products 

to Alibaba Affiliates’ online customers. As such, annual cap amounts under this category are 

estimated based on the Group’s projected transaction amounts on Taoxianda 淘 鮮 達  and 

platform fee for the use of such platform. We note the above platform fee are charged based 

on arm’s length basis and are comparable or lower than service fees payable by other 

independent third party to Alibaba Affiliates.  As Alibaba Affiliates shall provide online 

platform support services, we have compared the relevant service fee rates of various platform 

services with the corresponding market rates and we found that the service fee rate is within 

the market range. 

 
It is estimated that approximately 70% to 80% of the total cost of relevant services under 

the 2024 Platform Services Master Purchase Agreements for the three years ending 31 March 
2027 will be generated from this type of transaction. In terms of transaction amount, it is 
expected to increase by around 40% to 50% for year ending 31 March 2025 as compared to the 
expected transaction amount for the year ending 31 March 2024. Considering (i) the 
explanation under paragraph – “Growth in China’s online retail sales” on the projected growth 
in the Group’s B2C business for coming years, (ii) in-depth cooperation with Alibaba for online 

 
 

5 http://www.caict.ac.cn/kxyj/qwfb/bps/202304/P020230427572038320317.pdf 
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retail business as well as (iii) the Group’s intention to expand the customers’ coverage by 
establishing additional Superstores, M-club and “warehouse-based” stores as mentioned above, 
we are of the opinion that the estimated growth in this type of transaction are fair and 
reasonable. 

 

With respect to Ele.me 餓了麼 

The historical transaction amounts under the category of service in 2022 and 2023 fiscal 
years and nine months ended 31 December 2023 represented an average of around 15% of the 
total amount respectively in respect of platform-related services fee paid to Alibaba Affiliates. 
However,  excluding the business conducted through Taocaicai 淘菜菜,  which the Group will 
not focus on going forward, the historical transaction amount under Ele.me 餓了麼for the 2022 
and 2023 fiscal years and nine months ended 31 December 2023 represented approximately 
13%, 17% and 24% of the platform-related services purchase from Alibaba Affiliates, 
respectively. Transaction amount for the platform-related fee in respect to Ele.me 餓了麼 is 
currently estimated to have a growth rate of around 45% in year ending 31 March 2024 
compared to the fiscal year before. 

 
It is estimated that approximately 20-30% of the platform services fee charged under the 

2024 Platform Services Master Purchase Agreements for the three years ending 31 March 2027 
will be incurred by this type of transaction. In terms of transaction amount, it is estimated to 
increase by approximately 50% to 70% for the year ending 31 March 2025 as compared to the 
expected amount in the year ending 31 March 2024. Considering (i)  the historical growth of 
over 15 % of platform-related fee paid to Ele.me 餓了麼 for the year ended 31 March 2023 as 
compared to the same period in 2022, (ii)  the explanation under paragraph – “Growth in 
China’s online retail sales” on the projected growth in the Group’s B2C business for coming 
years, we are of the opinion that the estimated growth in this type of transaction are fair and 
reasonable. 

 
Based on the 2023 first quarter report of Alibaba6, the local consumer services sector 

which included online food delivery recorded a growth of 17% as compared to the same period 
in prior year, whereas the number of China’s online food delivery platform user had increased 
from approximately 468 million in 2021 to approximately 534 million in 20237, according to 
the Statistical report on the Development of Internet in China published by China Internet 
Network Information Centre. As such, we are of the view that the above estimated growth rate 
in cap amounts as mentioned above is fair and reasonable. 

 
We further note the projected percentage growth in terms of cap amount for Ele.me 餓了

麼 for the three years to 31 March 2027 will increase by 5% each fiscal year. Based on the GDP 

growth rate of 5.2% in 20238, we are of the view that the estimated growth rates are fair and 

reasonable. 
 
 
 

6 https://data.alibabagroup.com/ecms-files/1508695866/3c9bbcdd-1b9e-4525-87cf-6eb2d5a9c66a/March%20Quarter 
%202023%20and%20Full%20Fiscal%20Year%202023%20Results.pdf 

7 https://cnnic.cn/NMediaFile/2023/0908/MAIN1694151883032GOV1XCI4CO.docx 
8 https://www.aljazeera.com/news/2024/1/17/china-posts-sluggish-gdp-growth-in-2023-population-declines-again 
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A platform fee is charged based on the transaction amount via Ele.me 餓了麼.  We note 

such platform fee is charged at a lower rate when compared to other online food delivery 

companies in China9 with charged rate (i.e. 6% to 8%) as displayed in Ele.me’s app for other 

independent merchants. 
 

With respect to Freshippo 盒馬鮮生 
 

The historical transaction amounts under the category of service in 2022 and 2023 fiscal 

years and nine months ended 31 December 2023 represented an average of around 1% of the 

total amount respectively in respect of platform-related services fee paid to Alibaba Affiliates. 

 
Given Freshippo 盒馬鮮生 is one of the new transformed retail platforms launched by 

Alibaba Affiliates,  the transaction amounts are not that significant compared to Taoxianda 淘

鮮達 and Ele.me 餓了麼. However, Freshippo’s proprietary fulfilment system enables 

30-minute store-to-door delivery for consumers living within a three-kilometer radius of a 

Freshippo Supermarket store. Such online and offline retail model matched with Sun Art’s 

business objective as well as to expand the target customer coverage. 

 
It is estimated that approximately less than 5% of the platform services fee charged under 

the 2024 Platform Services Master Purchase Agreements for the three years ending 31 March 

2027 will be incurred by this type of transactions.  In terms of transaction amount,  it is 

estimated to increase by approximately 50% for the year ending 31 March 2025 as compared 

to the expected amount in the year ending 31 March 2024, given Freshippo 盒馬鮮生 is one of 

the newly transformed platforms launched by Alibaba Affiliates in 2023 and the Group 

expected the cooperation with Freshippo 盒馬鮮生 will be further enhanced. Considering (i) 

the Group’s target to expand the retail business and create diversified shopping scenarios to 

customers,  Sun Art will put more effort to enhance the cooperation with Alibaba via Freshippo

盒馬鮮生 by selling fresh and groceries products through the platform, (ii)  the explanation 

under paragraph – “Growth in China’s online retail sales” on the projected growth in the 

Group’s B2C business for coming years as products sales through Freshippo 盒馬鮮生 are 

similar to those sold through Taoxianda 淘鮮達, we are of the opinion that the estimated growth 

in this type of transaction is fair and reasonable. 

 
Consequently, we are of the view that the projected annual cap amounts with respect to 

platform services for the three years ending 31 March 2027 are fair and reasonable. 
 
 
 
 
 
 
 
 
 
 
 
 

9 https://news.sina.cn/sx/2022-12-01/detail-imqmmthc6675943.d.html 
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2024 Delivery Services Master Purchase Agreements 

 
Main purpose of the 2024 Delivery Services Master Purchase Agreements is to allow 

Alibaba’s Affiliates to provide delivery- and warehouse-related services to the Group. Basic 

terms of the 2024 Delivery Services Master Purchase Agreements dated 25 January 2024 

governing the Group’s delivery- and warehouse-related services transaction with Alibaba 

Affiliates are as follows: 

 
Term 

 
Save for the 2024 Delivery Services Master Purchase Agreement entered into with 

Hangzhou Cainiao Chengyun, each of the 2024 Delivery Services Master Purchase Agreements 

has a term of three (3) years from 1 April 2024 to 31 March 2027, unless at any time prior to 

the expiry of the 2024 Delivery Services Master Purchase Agreements either party gives the 

other party not less than three months’ prior notice to terminate such agreement. 

 
Nature of transactions 

 
As the Group’s products are being displayed, and sell through the RT-Mart Fresh 大潤發

優鮮 App, M-Club app as well as different online platforms operated by Alibaba Affiliates, 

including Taoxianda 淘鮮達 ,  Ele.me 餓 了 麼  and Freshippo 盒 馬 鮮 生  (Alibaba’s online 

platform for the ordering of meals,  groceries and daily necessities),  Alibaba Affiliates shall 

provide distribution, delivery and logistic supporting services to the Group for purchase orders 

put through the above-mentioned platforms. 

 
We understand the supply of delivery- and warehouse-related services under the 

above-mentioned agreement involve primarily the following types of services provided by 

Alibaba Affiliates: 

 
(1) Distribution and logistics and warehouse-related services for frozen products. 

 
(2) Delivery services for the customers’ orders of the Group as conducted through the 

platform(s). 

 
Basis of charges by Alibaba Affiliates: 

 
(i) Warehousing and delivery services fee was charged based on the quantity of 

products supplied and fulfilment services such as packing and delivery services; and 

 
(ii) Delivery service fee was charged based on fulfilment charge per order multiple by 

the projected number of orders of the Group conducted through the above- 

mentioned platforms. 
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Historical transaction amounts and new caps 

 
Following the entering into of the 2024 Delivery Services Master Purchase Agreements, 

the purchase of delivery- and warehouse-related services by the Group from certain Alibaba 

Affiliates will be primarily governed by the 2024 Delivery Services Master Purchase 

Agreements. 

 
For the financial years ended 31 March 2022 and 2023, the aggregate audited transaction 

amounts in respect of the Group’s purchase of delivery- and warehouse-related services from 

Alibaba Affiliates amounted to approximately RMB1,229 million and RMB1,518 million, 

respectively. During the period from 1 April 2023 to 31 December 2023, the aggregate 

transaction amount (unaudited) in respect of the purchase of delivery and warehouse-related 

services by the Group from the Alibaba Affiliates amounted to approximately RMB1,178 

million. And it is estimated that the annual transaction amount for the year ending 31 March 

2024 would be around RMB1,635 million. 

 
Set out below are the proposed annual caps for the relevant transactions contemplated 

under the 2024 Delivery Services Master Purchase Agreements for the three financial years 

ending 31 March 2025, 2026 and 2027: 

 
 
 
 
 
 
 

Annual cap 
 

Pricing 

 
The consideration for such cooperation primarily involves distribution and delivery and 

warehouse-related supports services required by the Group and payable to Alibaba Affiliates. 

Such consideration is determined based on arm’s length negotiation between the parties with 

due regard to market price charged for the same category of services offered by independent 

third party service providers from time to time. Where it is impracticable to make reference to 

the rate of the service fees offered by independent third party service providers for comparable 

services, the Group will take into consideration the cooperative specifications, cost structure, 

market condition and development strategy in determining the rate for the fees payable by the 

Group with the view to ensure the terms of the agreements are in the best interest of the Group. 

 
In terms of pricing policy for delivery-related services fee, we have obtained and 

reviewed business contracts contemplated under 2024 Delivery Services Master Purchase 

Agreements, which the pricing policies are generally in line with the 2024 Delivery Services 

Master Purchase Agreements, and noted that the services fee charged by Alibaba Affiliates to 

the Group were primarily determined by the pre-determined delivery charge rate per distance 

in corresponding tier of cities in the PRC. Such consideration is determined based on arm’s 

For the 

year ending 

For the 

year ending 

For the 

year ending 

31 March 2025 31 March 2026 31 March 2027 
(RMB million) (RMB million) (RMB million) 

2,400 2,520 2,645 
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length negotiation between the parties with due regard to market price charged for the same 

category of services offered by independent third party service providers from time to time. We 

have obtained and reviewed the internal price quotations and approval records and noted the 

fee charged by the independent third-party service providers for delivery-related services. The 

delivery-related services fee is charged based on arm’s length terms and at prices no less 

favorable to Sun Art than those rates charged by other independent third-party. Accordingly, we 

are of the view that the pricing policies under 2024 Delivery Services Master Purchase 

Agreements are fair and reasonable and in the interest of the Company and the Shareholders 

as a whole. 

 
Assessment of the proposed annual caps for the delivery- and warehouse-related services to be 

supplied by the Group to the Alibaba Affiliates 

 
Proposed annual caps for the delivery- and warehouse-related services to be purchased by 

the Group from the Alibaba Affiliates is expected to grow approximately 47% for the year 

ending 31 March 2025 as compared to the forecast amount for the year ending 31 March 2024. 

And it is expected that the transaction will increase steadily by 5% for two years ending 31 

March 2026 and 31 March 2027. 

 
In assessing the reasonableness of the proposed annual cap for the purchase of delivery- 

and warehouse-related services by the Group from the Alibaba Affiliates under 2024 Delivery 

Services Master Purchase Agreements; we have reviewed and discussed with Company’s 

management such annual caps (including their bases) provided by the Group and we concur 

with them that such estimated growth rates are fair and reasonable due to the following factors: 

 
– The average growth of the China’s online retail sales of food, daily necessities, 

clothing and consumer goods increased by 15.6%, 3.3% and 2.6% respectively from 

2021 to 2022; 

 
– Based on sales transactions among the platforms for the nine months ended 

31 December 2023, it was noted that the B2C sales were primarily from Alibaba 

Affiliate’s online platforms (i.e. Taoxianda 淘鮮達 and Ele.me 餓了麼) and RT-Mart 

Fresh 大潤發優鮮 App (the Group’s own online store app)  for the year ended 

31 March 2022, 2023 and the nine months ended 31 December 2023.  Number of 

orders from B2C platforms including Taoxianda 淘鮮達, Ele.me 餓了麼and RT-Mart 

Fresh 大潤發優鮮 App, in aggregate increased for approximately 10% and 4% for 

the year ended 31 March 2023 and 31 March 2024 (expected) respectively as 

compared to the year before; 

 
– The Group’s B2C revenue increased by approximately 15%  from year ended 

31 March 2022 to year ended 31 March 2023, and remained the driver of the revenue 

growth of the Group. In particular, the Group’s in-house RT-Mart Fresh 大潤發優鮮 

App will further connect with other popular social media platforms so as to increase 

the exposure of the RT-Mart Fresh 大潤發優鮮 App to attract more new customers 
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and orders. The Daily Order per Store (“DOPS”) of B2C was nearly 1,300 orders, 

and the ticket size was approximately RMB75 per order with an increase of over 

10% as compared to the prior fiscal year; 

 
– Changes of consumers purchase behaviors when the customers incline to buy in bulk 

or stock up on products during the pandemic period. This stock up mentality faded 

after the pandemic resulting in a decrease in order size but frequencies of orders 

increased. Accordingly, the delivery services changes (based on number of orders) 

is expected to increase; 

 
– Following the opening of the first membership store (i.e. M-club) in Yangzhou in 

April 2023 and planned additional two membership stores in Nanjing and 

Changzhou by end of 31 March 2024 and additional five membership stores by 

31 March 2025, as well as the implementation of “warehouse-based” stores in eight 

first and second-tier cities including Shanghai, Suzhou, Changzhou etc. As such, 

expected additional delivery orders from M-club as well as additional customers 

coverage will be one of the growth contributors for delivery services in FY2025 onwards; 

 
– The Group has been actively looking for suitable sites for opening of more 

superstores. As at 31 March 2023 and 30 September 2023, the Group operated 12 

and 19 Superstores respectively. By end of 31 March 2024, the Group plans to 

operate more than 20 Superstores, and by end of 31 March 2025, the Group aims to 

open another 10 to 12 Superstores in untapped areas including Yangtze River Delta, 

Pearl River Delta and Shandong Peninsula. Furthermore, these superstores will 

serve as logistics fulfillment centers, empowering the Group to drive the growth of 

its online business and take advantage of economies of scale; 

 
– More promotional and commercial campaign opportunities such as “618”, double 11 

and double 12 will be scheduled during the year; and 

 
– Various initiatives as mentioned earlier to be integrated with the Group’s online 

retail business following further in-depth cooperation with Alibaba Affiliates. 

 
Having considered the above factors, we are of the opinion that, the growth rates for 

the delivery services are fair and reasonable. 
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2024 Joint Marketing Services Master Supply Agreement 

 
Basic terms of the 2024 Joint Marketing Services Master Supply Agreement governing 

the Group’s supply of relevant joint marketing services to Alibaba Affiliates are as follows: 

 
Term: the 2024 Joint Marketing Services Master Supply Agreement is of 

a term of three (3) years from 1 April 2024 to 31 March 2027, 

unless at any time prior to the expiry of the 2024 Joint Marketing 

Services Master Supply Agreement, either party gives the other 

party of not less than three (3) months’ prior notice to terminate the 

2024 Joint Marketing Services Master Supply Agreement. 
 

Type of joint 

marketing 

services: 

By taking advantage of the extensive networks of RT-Marts stores 

over the China, the Group’s ongoing strategy to utilise internet 

technology and to expand in the market segment offered through 

the Taoxianda 淘鮮達 online platform to increase the efficiency of 

the Group’s traditional hypermarket and supermarket stores. 

 
The joint marketing services including wide-ranging collaboration 

by displaying the co-brand of “RT-Mart x Tao Xian Da” in the 

designated RT-Marts stores in the network; host marketing and 

advertising events for bring in new online customer users and/or 

online orders of the online platforms as well as other services in 

connection with the joint marketing services from time to time. 
 

Pricing: The price for the marketing-related services shall be determined at 

the time of the particular supply of marketing related services (by 

entering into written contract) with due regard (i) to the price 

charged for comparable services offered by independent third party 

service providers at the time of a particular transaction; and (ii) 

where comparable market prices are not available, to the agreed 

prices negotiated between the parties with reference to transaction size, 

nature of cooperation, cost structure, market condition and 

development strategy. The agreed price shall be based on actual or 

reasonable estimates of cost and profit of the Group. Reasonable 

profit estimates shall be determined with reference to the nature of 

services and the estimated profit margin of the Group’s retail sale 

of such services. 

 
Payment: Payment of the relevant consideration shall be made as and when 

due pursuant to the terms of each relevant transaction which are on 

normal commercial terms. 
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We understand the supply of joint marketing services under the above-mentioned 

agreement involves, among others, primarily the services of Taoxianda 淘鮮達 . Service fee is 

charged to Alibaba Affiliates based on cost of marketing events as well as the portion of cost 

sharing as agreed by the Group and Alibaba Affiliates.  Depending on the target of 

sales/revenue, the Group and Alibaba Affiliates carried out a series of marketing events for the 

Taoxianda 淘鮮達 for Alibaba Affiliates during different times of the year to boost purchase 

orders. Such marketing events may involve free delivery for the first orders, special 

discount/coupons/rebates being offered to be buyers during promotion period (such as 618, 

double 11, Double 12, etc).  Considering services fee charged to the Alibaba Affiliates is based 

on the cost of marketing (mainly relating to joint discount programmes offered by the Group 

and Taoxianda 淘鮮達 to their customers) as well as the portion of cost sharing as agreed 

between the Group and Alibaba Affiliates, in which both the Group and Alibaba Affiliates are 

expected to be benefitted from increased purchase orders. In recent years, platform operators, 

including those operated by Alibaba Affiliates,  have shown a willingness to share the 

marketing costs incurred during promotion events.  This cost sharing is determined based on 

and made reference to the market statistics regarding the portion of marketing costs incurred 

for boosting platform sales by independent third-party online platforms. 

 
We have conducted a review and analysis of the marketing fees received from Alibaba 

Affiliates in relation to the transaction amounts conducted through Taoxianda 淘鮮達. We have 

observed that the percentage of marketing costs relative to platform sales falls within the 

market range of what is shared by other independent third-party platform service providers 

from time to time. Accordingly, we consider the above pricing policy ensures that such joint 

marketing services will be conducted on normal commercial terms,  is fair and reasonable and 

not prejudicial to the interests of the Company and its Independent Shareholders. 

 
Annual Caps of sales of joint marketing services to Alibaba Affiliates 

 
For the financial years ended 31 March 2022 and 2023, the aggregate audited transaction 

amounts in respect of supply of marketing-related services by the Group to the Alibaba 

Affiliates amounted to approximately RMB300 million and RMB463 million, respectively, 

representing a growth of 54%. During the period from 1 April 2023 to 31 December 2023, the 

aggregate transaction amount (unaudited) in respect of supply of marketing-related services by 

the Group to the Alibaba Affiliates amounted to approximately RMB364 million. It is expected 

that the transaction amount for the year ending 31 March 2024 will be approximately RMB505 

million, representing an increase of approximately 9% as compared to the year ended 31 March 

2023. 
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Set out below are the proposed proportion of annual cap for the relevant transactions 

contemplated under the 2024 Joint Marketing Services Master Supply Agreement for the three 

financial years ending 31 March 2027: 

 
 
 
 
 
 
 

Annual cap 
 

In assessing the reasonableness of the proposed annual caps for the sale of marketing- 

related services by the Group to the Alibaba Affiliates under the 2024 Joint Marketing Services 

Master Supply Agreement, we have reviewed and discussed with the Company’s management 

such annual caps (including their bases) provided by the Group and have been advised that 

such annual caps for the three years ending 31 March 2027 are mainly determined based on the 

estimated average transaction amounts as well as the expected amount of sales incentive in 

marketing campaigns to be offered for the three years ending 31 March 2027. 

 
The estimated marketing-related services transaction amount is expected to increase by 

around 18% as compared to the projected amount for the year ending 31 March 2024. 

Considering the planned marketing strategies for crossover branding of RT-Mart and Taoxianda

淘鮮達 as well as the targeted sales transactions to be achieved, we are of the view that the 

projected proposed annual cap for year ending 31 March 2025 are fair and reasonable. 

 
As the types and frequency of marketing events for the three fiscal years ending 31 March 

2027 are expected to be relatively stable for the upcoming fiscal years, the management 

estimated that the annual cap amount would be relatively stable with around 5% increment for 

the three fiscal years ending 31 March 2027. 

 
Having considered the above, we are of the view that the natural growth of estimated 

annual cap amounts for this type of transaction are fair and reasonable. 

 
Internal control 

 
We understand the Company has adopted the following internal control procedures to 

ensure the Group’s transactions with Alibaba Affiliates are conducted at arm’s length terms and 

at prices no less favourable to Sun Art than those offered by independent third parties. In this 

respect, 

 
(a) The Group’s procurement department has set up a committee whose responsibility 

is to collate, on a monthly basis, prices for the relevant services in order to ensure 

that the transactions under the 2024 Delivery Services Master Purchase Agreements, 

2024 Platform Services Master Purchase Agreements and the 2024 Joint Marketing 

Services Master Supply Agreement are conducted on normal commercial terms. 

For the 

year ending 

For the 

year ending 

For the 

year ending 

31 March 2025 31 March 2026 31 March 2027 
(RMB million) (RMB million) (RMB million) 

595 625 655 
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(b) The procurement department will also review, evaluate and approve the transaction 

price and fees payable to Alibaba Affiliates under the 2024 Delivery Services Master 

Purchase Agreements and 2024 Platform Services Master Purchase Agreements with 
reference to at least two rates quoted by other independent third party service 

providers of comparable services on a quarterly basis, in order to ensure that the fees 
under such agreements are conducted on normal commercial terms. They will review 

the transaction amount and compare the price and terms to rates quoted by other 
independent third party service providers before approval. Where it is impracticable 

to make reference to the rate of the service fees offered by independent third party 

service providers for comparable services, the Group will take into consideration the 
cooperative specifications, cost structure, market condition and development 

strategy in determining the rate for the fees payable by the Group with the view to 
ensure the terms of the agreements are in the best interest of the Group. Given the 

services fee rates are relatively stable, the management considered and we concur 

with them that the above-mentioned procedures to be conducted a quarterly basis are 
adequate. 

 
(c) The Group maintains a record of the costs of the relevant products and/or services 

and will add a markup on top of such cost to arrive at the bills. The appliable markup 

vary according to the different products and sales models and are determined 
according to factors including prevailing market prices and prices offered to 

independent customers to ensure that the pricing terms for each of the transactions 
under the such master supply agreement are no less favourable to the Group than 

those offered to comparable independent customers, and that the transactions are on 

normal commercial terms. The prevailing market prices and prices offered to 
independent customers are collected through regular online research on competitors’ 

online platforms and market research carried out at the Group’s stores. 

 
(d) For the 2024 Joint Marketing Services Master Supply Agreement, the respective 

managers and senior managers of the Group’s procurement department responsible 

for such transactions will review and determine the marketing incentive amounts 
borne by the Alibaba Marketing Services Purchaser based on similar joint marketing 

programmes of the Group with independent third parties. If there are no similar 

programmes with independent third parties, the managers will make reference to the 
Group’s historical cost structure and historical marketing discount programmes 

offered by the Group to its customers, and adjust service fees of the services under 
the 2024 Joint Marketing Services Master Supply Agreement if they deviate from a 

reasonable range of fee receivable based on the considerations set out above. 

 
(e) Company’s operation departments are required to submit draft written agreements 

and materials to the legal department, including the estimated transaction amounts, 

nature of the connected transactions, analyses on fairness of the commercial terms 
and pricing with support of market research data or cost analysis, for approval prior 

to entering into such agreements. Furthermore, operation departments are also 
tasked to track actual transaction amounts and the use of the annual caps on a 

monthly basis. 
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(f) The Company’s finance department will also review information on actual 

transactions conducted with relevant parties and corresponding transaction amounts 

under the 2024 Delivery Services Master Purchase Agreements, the 2024 Platform 

Services Master Purchase Agreements and the 2024 Joint Marketing Services Master 

Supply Agreement, on a monthly basis. Updated information will also be provided 

to the Company’s legal department, chief executive officer and the chief financial 

officer of the Company at the same time. The Company’s legal department will also 

provide regular updates of connected transactions with transaction amounts to the 

board of Directors (including the independent non-executive Directors). 

 
(g) The Group’s finance department will also monitor transaction amounts with Alibaba 

Affiliates on a monthly basis and from time to time. In the event the relevant annual 

cap amounts is likely to be exceeded as approved earlier, it will immediately notify 

the Board and shall agree with it the need to put forth any revised annual cap amount 

for that year and any subsequent year during the term of the 2024 Delivery Services 

Master Purchase Agreements, the 2024 Platform Services Master Purchase 

Agreements and the 2024 Joint Marketing Services Master Supply Agreement. The 

Company will take prompt action to make necessary disclosure and obtain the 

Independent Shareholders’ approval as required. 

 
(h) On a quarterly basis, the independent non-executive Directors will review the 

continuing connected transactions under the 2024 Delivery Services Master 

Purchase Agreements, the 2024 Platform Services Master Purchase Agreements and 

the 2024 Joint Marketing Services Master Supply Agreement with a view to see 

whether such continuing connected transactions have been conducted in the ordinary 

and usual course of business of the Group, on normal commercial terms or better, 

in accordance with the relevant agreements governing them on terms that are fair 

and reasonable and in the interests of the Shareholders as a whole, and whether the 

internal control procedures put in place by the Company are adequate and effective 

to ensure that such continuing connected transactions are conducted in accordance 

with the pricing policies set out in such relevant agreements. 

 
(i) Pursuant to the Listing Rules, the Company’s external auditors will continue to 

review the connected transactions under each of the 2024 Delivery Services Master 

Purchase Agreements, the 2024 Platform Services Master Purchase Agreements and 

the 2024 Joint Marketing Services Master Supply Agreement annually to check and 

confirm (among others) whether the pricing terms have been adhered to and whether 

the relevant annual caps have been exceeded. 

 
In terms of the transaction conducted under the 2024 Delivery Services Master Purchase 

Agreements,  we have conducted a review of three sets of the underlying business contracts, 

internal price quotations, and approval records pertaining to such delivery services provided to 

different online platforms operated by Alibaba Affiliates (including, Ele.me 餓 了 麼  and 

Taoxianda 淘鮮達) and RT-Mart Fresh 大潤發優鮮 App operated by the Company for the year 

ended 31 March 2022 (“FY2022”),  31 March 2023 (“FY2023”),  and the first nine months 
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ended 31 December 2023 (“9M2024”). The abovementioned business contracts and relevant 

approval forms were (i) selected based on the significance of historical transaction during 

FY2022, FY2023 and 9M2024 (i.e., by identifying the top historical transaction amount 

occurred with the above mentioned online platforms for each respective year/period, as 

indicated in the full list of historical transactions for the delivery services obtained from the 

Company) and (ii) provided upon our request. We believe that the sampling size are relevant, 

comparable and sufficient for the purpose of comparison due to the following reasons: (i) the 

total coverage of the business contracts and relevant approval forms represented over 96%, 

97% and 90% of the total transaction amount under delivery services with Alibaba Affiliates 

for FY2022, FY2023, and 9M2024, respectively; (ii) the internal price quotations and approval 

records clearly indicated the market price charged by three independent third-party service 

providers for the same category of services; namely, delivery charge rate per distance in 

corresponding tier of cities in the PRC. These quotes, in terms of platform scale and business 

nature and terms, are similar and comparable to those of the aforementioned platforms; and (iii) 

we are given to understand that the price quotations from independent third-party service 

providers were obtained during the same time period as those used to determine the price and 

terms with the aforementioned platforms. It is worth noting that some of these price lists are 

updated regularly. Furthermore, we obtained and reviewed four latest monthly transaction 

breakdown reports (i.e., October 2023 to January 2024) with the underlying financial raw data 

of all stores included. The data covered transactions from three of the aforementioned 

platforms, which represented approximately 29% of the total transaction amount under delivery 

services with Alibaba Affiliates for 9M2024, and the average delivery charges from these 

transactions aligned with the fee rates specified in the respective business contracts; while the 

average delivery fee rate from transactions in January 2024 remained stable. 

 
In terms of the transactions conducted under the 2024 Platform Services Master Purchase 

Agreements,  we have conducted a review of three sets of underlying business contracts, 

internal price quotations,  and approval records pertaining to such platform services provided 

to different online platforms operated by Alibaba Affiliates,  including, Ele.me 餓 了 麼 , 

Taoxianda 淘 鮮 達  and Freshippo 盒 馬 鮮 生  for FY2022, FY2023 and 9M2024. The 

abovementioned business contracts and relevant approval forms were (i) selected based on 

relevance of the transaction and the corresponding significance of historical transaction during 

FY2022, FY2023 and 9M2024 (i.e.,  by identifying the major online platforms that will 

continue to cooperate with the Company, and their respective historical transaction amount 

occurred for each respective year/period, as indicated in the full list of historical transactions 

for the platform service obtained from the Company) and (ii)  provided upon our request. We 

believe that the sampling size are relevant,  comparable and sufficient for the purpose of 

comparison due to the following reasons: (i) the coverage of the business contracts and relevant 

approval forms represented approximately 56%, 39% and 74% of the total transaction amount 

under platform services with Alibaba Affiliates for FY2022, FY2023, and 9M2024, 

respectively;  (ii)  the internal price quotations and approval records clearly indicated the fee 

charged by two independent third-party service providers for the same category of services, 

namely,  providing platform-related technical and support services with a fixed fee rate charged 

per transaction. These quotes,  in terms of platform scale and business nature and terms, are 

similar and comparable to those of the aforementioned platforms;  and (iii)  we are given to 
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understand that the price quotations from independent third-party service providers were 

obtained during the same time period as those used to determine the price and terms with the 

aforementioned platforms. Furthermore,  we obtained and reviewed 24 monthly transaction 

reports (i.e., January 2022 to December 2023) of all stores in the PRC and three random daily 

transaction reports with the underlying financial raw data of four stores from selected province 

in the past three months (i.e., November 2023 to January 2024) from Taoxianda 淘鮮達. We are 

given to understand that the actual platform charges from these transactions were similar to the 

pre-determined terms specified in the respective business contracts. 

 
In terms of joint marketing services transactions, we have analyzed the historical 

Taoxianda 淘鮮達 sales transaction amount and the marketing services fee received by the 

Group from Alibaba Affiliates,  the marketing services fee was charged based on the cost 

incurred and the cost sharing as agreed between the Group and Alibaba Affiliates from time to 

time. Such marketing services fee were in line with the market charge rate and within the range 

of fee rates charged to the other independent third parties’  online platforms. 

 
We also note in the Company’s Annual Report for the year ended 31 March 2023, the 

Company’s auditors, reported to the Company that, in respect of the continuing connected 

transactions with Alibaba Affiliates carried out during the year ended 31 March 2023, nothing 

has come to their attention that caused them to believe: 

 
(a) the continuing connected transactions have not been approved by the Board; 

 
(b) the transactions were not, in all material respects, in accordance with the pricing 

policies of the Company; 

 
(c) the transactions were not entered into, in all material respects, in accordance with 

the relevant agreements governing such transactions; and 

 
(d) the aggregated continuing connected transactions had exceeded the annual cap 

disclosed in the announcements made by the Company for the year ended 31 March 2023. 

 
Accordingly, we are of the view that the Group’s historical transactions with Alibaba 

Affiliates were fair and reasonable and in the best interest of the Company and Shareholders 

as a whole. Furthermore, the management has also provided us with an extract of the Group’s 

internal policies in relation to the internal control measures as to the relevant connected 

transaction concerned. It is noted that there is no change to the internal control procedures 

adopted by the Group for the connected transactions under 2024 Delivery Services Master 

Purchase Agreements, 2024 Platform Services Master Purchase Agreements and the 2024 Joint 

Marketing Services Master Supply Agreement. 
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Having obtained and reviewed the relevant internal policies, and considered that the 

Group’s measures to ensure that the transactions under the 2024 Delivery Services Master 

Purchase Agreements, 2024 Platform Services Master Purchase Agreements and the 2024 Joint 

Marketing Services Master Supply Agreement are conducted under the terms similar to, or 

more favourable than, those agreed between the Group and other independent third parties, we 

are of the view that effective implementation of the internal control measures will help to 

ensure fair pricing of the transactions between the Group and Alibaba Affiliates going forward. 

 
For the purpose of evaluating the effectiveness of internal control measures in place to 

monitor continuing connected transactions contemplated under the 2024 Delivery Services 

Master Purchase Agreements, 2024 Platform Services Master Purchase Agreements and the 

2024 Joint Marketing Services Master Supply Agreement, we have reviewed the internal 

control procedures of the relevant transactions contemplated under each of the 2024 Delivery 

Services Master Purchase Agreements, 2024 Platform Services Master Purchase Agreements 

and the 2024 Joint Marketing Services Master Supply Agreement, and obtained the relevant 

walk-through documents including, amongst others, the services agreements, the internal 

approvals records and the daily finance records of the actual transaction amounts incurred. 

Based on our review, we note that (i) prior to the entering of the services agreements, they were 

first submitted by the procurement department or business operation department and 

subsequently reviewed and approved by the legal department and finance department in respect 

of the contractual terms; and (ii) subsequent to the entering of the services agreements, the 

finance department and legal department of the Group monitor the transactions contemplated 

under the services agreements on monthly basis and check whether the transactions were 

conducted according to the pricing policies and whether relevant annual caps are not exceeded. 

In view of the above, the management confirmed and we concur with the management’s view 

that appropriate measures are in place to govern the conduct of the continuing connected 

transaction and safeguard the interests of the Shareholders. 

 
Having reviewed the relevant pricing policies, methods and procedures, we consider that 

the pricing policy and relevant internal controls can ensure that each of the 2024 Delivery 

Services Master Purchase Agreements, the 2024 Platform Services Master Purchase 

Agreements and the 2024 Joint Marketing Services Master Supply Agreement will be 

conducted on normal commercial terms, are fair and reasonable and not prejudicial to the 

interest of the Company and its Shareholders as a whole. 

 
We consider that the Company has adopted adequate internal control measures to be able 

to comply with the Listing Rules requirements with respect to the supervision and monitoring 

of the Annual Caps of the transactions contemplated under the 2024 Delivery Services Master 

Purchase Agreements, 2024 Platform Services Master Purchase Agreements and the 2024 Joint 

Marketing Services Master Supply Agreement. 
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RECOMMENDATION 

 
Having considered the above principal factors and reasons, we are of the opinion that (i) 

the 2024 Platform Services Master Purchase Agreements, 2024 Delivery Services Master 

Purchase Agreements, and 2024 Joint Marketing Services Master Supply Agreement with 

Alibaba Affiliates including the transactions thereunder are in the ordinary and usual course of 

business of the Company, on normal commercial terms, and on terms that are fair and 

reasonable and in the interests of the Company and the Shareholders as a whole; and (ii) the 

amount and basis for determining the proposed annual caps relating to the sale of 

marketing-related services by the Group to the Alibaba Affiliates under the 2024 Joint 

Marketing Services Master Supply Agreement and that for determining the proposed annual 

caps relating to the purchase of delivery-and warehouse-related and platform-related services 

provided by Alibaba Affiliates to the Group under the 2024 Delivery Services Master Purchase 

Agreements and 2024 Platform Services Master Purchase Agreements respectively are fair and 

reasonable. 

 
Consequently, we advise the Independent Board Committee to recommend the 

Independent Shareholders to vote in favour of the ordinary resolutions to approve the 2024 

Delivery Services Master Purchase Agreements, 2024 Platform Services Master Purchase 

Agreements and the 2024 Joint Marketing Services Master Supply Agreement and their 

respective proposed cap amounts thereunder at the upcoming EGM. 

 
Yours faithfully 

For and on behalf of 

Alliance Capital Partners Limited 
 
 
 
 

Danielle Yau David Tsang 

Vice President  Responsible Officer 

SFC CE No. BFW878 SFC CE No. ACH258 




