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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no responsibility for 
the contents of this announcement, make no representation as to its accuracy or completeness and expressly disclaim 
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents 
of this announcement.

SUN ART RETAIL GROUP LIMITED
高鑫零售有限公司

(Incorporated in Hong Kong with limited liability)
(Stock code: 06808)

INTERIM RESULTS Announcement FOR
THE SIX MONTHS ENDED 30 JUNE 2015

The board (the “Board”) of directors (the “Directors”) of Sun Art Retail Group Limited (the 
“Company”, together with its subsidiaries, the “Group”) is pleased to announce the unaudited 
consolidated interim results of the Group for the six months ended 30 June 2015, together with the 
comparative figures for the corresponding period in 2014 as below.

HIGHLIGHTS OF INTERIM RESULTS

For the six months ended 30 June
2015 2014 Change

RMB million
Unaudited

Revenue 50,708 48,038 5.6%
Gross Profit 11,425 10,523 8.6%
Profit from Operations 2,190 2,495 (12.2%)
Profit for the Period 1,522 1,789 (14.9%)
Profit Attributable to
  Equity Shareholders of the Company 1,476 1,710 (13.7%)

Earnings Per Share (“EPS”)
  – Basic and diluted(1) RMB0.15 RMB0.18

The financial information set out below in this announcement represents an extract from the interim 
financial statements, which are unaudited but have been reviewed by the Group’s independent 
auditors, KPMG, in accordance with Hong Kong Standard on Review Engagements 2410 and by 
the Company’s audit committee (the “Audit Committee”). KPMG’s unmodified review report is 
included in the interim report (the “Interim Report”) to be sent to shareholders.

Note:

(1)	 The calculation of basic and diluted EPS for the six months ended 30 June 2015 and 2014 is based on the 
weighted average number of 9,539,704,700 ordinary shares in issue during the periods.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE 
INCOME
For the six months ended 30 June 2015 – Unaudited

Six months ended 30 June
2015 2014

Note RMB million RMB million

Revenue 3 50,708 48,038
Cost of sales (39,283) (37,515)

Gross profit 11,425 10,523
Other income 4 394 388
Store operating costs (8,350) (7,295)
Administrative expenses (1,279) (1,121)

Profit from operations 2,190 2,495
Finance costs 5(a) (9) (7)

Profit before taxation 5 2,181 2,488
Income tax 6 (659) (699)

Profit for the period 1,522 1,789

Other comprehensive income for the period – –

Total comprehensive income for the period 1,522 1,789

Profit attributable to:
Equity shareholders of the Company 1,476 1,710
Non-controlling interests 46 79

Profit for the period 1,522 1,789

Total comprehensive income attributable to:
Equity shareholders of the Company 1,476 1,710
Non-controlling interests 46 79

Total comprehensive income for the period 1,522 1,789

Earnings per share
Basic and diluted 7 RMB0.15 RMB0.18
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 30 June 2015 – Unaudited

At 
30 June 

2015

At 
31 December 

2014
Note RMB million RMB million

Non-current assets
Investment properties 8 3,455 3,529
Other property, plant and equipment 8 21,254 21,314
Land use rights 8 5,281 5,219

29,990 30,062

Intangible assets 43 34
Goodwill 181 99
Interest in a joint venture 3 2
Unquoted available-for-sale equity security 4 4
Trade and other receivables 9 619 494
Deferred tax assets 354 305

31,194 31,000

Current assets
Inventories 7,462 11,161
Trade and other receivables 9 4,025 3,902
Investments and time deposits 10 109 131
Cash and cash equivalents 11 7,371 6,249

18,967 21,443

Current liabilities
Trade and other payables 12 27,247 30,424
Bank loans and overdrafts 1,668 898
Income tax payables 287 512

29,202 31,834

Net current liabilities (10,235) (10,391)

Total assets less current liabilities 20,959 20,609
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)
At 30 June 2015 – Unaudited

At 
30 June 

2015

At 
31 December 

2014
Note RMB million RMB million

Non-current liabilities
Other financial liabilities 127 50
Deferred tax liabilities 57 25

184 75

Net assets 20,775 20,534

Capital and reserves
Share capital 10,020 10,020
Reserves 9,830 9,653

Total equity attributable to
  equity shareholders of the Company 19,850 19,673

Non-controlling interests 925 861

Total equity 20,775 20,534
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NOTES:
(Expressed in Renminbi (“RMB”) unless otherwise stated)

1.	 BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

Sun Art Retail Group Limited is a company incorporated in Hong Kong on 13 December 2000 with limited 
liability. The Company’s shares were listed on the Main Board of The Stock Exchange of Hong Kong Limited 
(the “Stock Exchange”) on 27 July 2011. The interim financial statements comprise the Company and its 
subsidiaries. The interim financial statements have been prepared in accordance with the applicable disclosure 
provisions of the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”), 
including compliance with Hong Kong Accounting Standard (“HKAS”) 34, Interim financial reporting, issued 
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”).

The interim financial statements have been prepared in accordance with the same accounting policies adopted in 
the 2014 annual financial statements, except for the accounting policy changes that are expected to be reflected 
in the 2015 annual financial statements. Details of these changes in accounting policies are set out in note 2.

The preparation of the interim financial statements in conformity with HKAS 34 requires management to make 
judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and 
liabilities, income and expense on a year to date basis. Actual results may differ from these estimates.

The interim financial statements contain condensed consolidated financial statements and selected explanatory 
notes. The notes include an explanation of events and transactions that are significant to an understanding of 
the changes in financial position and performance of the Group since the 2014 annual financial statements. The 
condensed consolidated interim financial statements and notes thereon do not include all of the information 
required for a full set of financial statements prepared in accordance with Hong Kong Financial Reporting 
Standards (“HKFRSs”).

The interim financial statements are unaudited, but have been reviewed by the audit committee of the Company 
and approved for issue by the Board of Directors on 12 August 2015. The interim financial statements have also 
been reviewed by KPMG in accordance with Hong Kong Standard on Review Engagements 2410, Review of 
interim financial information performed by the independent auditor of the entity, issued by the HKICPA.

The financial information relating to the year ended 31 December 2014 that is included in the interim financial 
statements as comparative information does not constitute the Company’s statutory annual consolidated financial 
statements for that financial year but is derived from those financial statements. Further information relating 
to these statutory financial statements disclosed in accordance with section 436 of the Hong Kong Companies 
Ordinance (Cap.622) is as follows:

The Company has delivered the financial statements for the year ended 31 December 2014 to the Registrar of 
Companies in accordance with section 662(3) of, and Part 3 of Schedule 6 to, the Companies Ordinance.

The Company’s auditor has reported on those financial statements. The auditor’s report was unqualified; did not 
include a reference to any matters to which the auditor drew attention by way of emphasis without qualifying 
its report; and did not contain a statement under section 406(2), 407(2) or (3) of the Companies Ordinance (or 
under their equivalent requirements found in section 141 of the predecessor Companies Ordinance (Cap.32)).

2.	C HANGES IN ACCOUNTING POLICIES

The HKICPA has issued the following amendments to HKFRSs that are first effective for the current accounting 
period of the Group and the Company:

•	 Annual Improvements to HKFRS 2010-2012 Cycle
•	 Annual Improvements to HKFRS 2011-2013 Cycle

None of these developments have had a material effect on how the Group’s results and financial position for 
the current or prior periods have been prepared or presented. The Group has not applied any new standard or 
interpretation that is not yet effective for the current accounting period.
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3.	revenue  AND SEGMENT REPORTING

The principal activity of the Group is the operation of hypermarkets in the People’s Republic of China (“PRC” 
or “China”).

The Group is organised, for management purpose, into business units based on the banner under which the 
hypermarkets are operated. As all of the Group’s hypermarkets are located in the PRC, have similar economic 
characteristics, and are similar in respect of products and services provided and customer type, the Group has 
one reportable operating segment which is the operation of hypermarkets in the PRC.

Revenue represents the sales value of goods supplied to customers and rental income from leasing areas in the 
hypermarket buildings. The amount of each significant category of revenue is as follows:

Six months ended 30 June
2015 2014

RMB million RMB million

Sales of goods 49,193 46,690
Rental income 1,515 1,348

50,708 48,038

The Group’s customer base is diversified and there is no customer with whom transactions have exceeded 10% 
of the Group’s revenues.

4.	 OTHER income

Six months ended 30 June
2015 2014

RMB million RMB million

Service income 98 63
Disposal of packaging materials 57 48
Interest income 154 191
Government grants 85 86

394 388

Government grants represent subsidies received from local authorities.

5.	 PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

(a)	 Finance costs

Six months ended 30 June
2015 2014

RMB million RMB million

Interest expense on borrowings
  – wholly repayable within five years 6 4
  – wholly repayable after five years 3 3

9 7
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(b)	 Staff costs

Six months ended 30 June
2015 2014

RMB million RMB million

Salaries, wages and other benefits 3,585 3,018
Contributions to defined contribution
  retirement plans 413 330
Contributions to Employee Trust
  Benefit Schemes (i) 176 184
Share-based payments 3 8

4,177 3,540

(i)	 Contributions to Employee Trust Benefit Schemes

The Group has established an Employee Trust Benefit Scheme for employees of its subsidiary, 
Concord Investment (China) Co., Ltd. (“CIC”) and its subsidiaries (“the RT-Mart Scheme”) 
and an Employee Trust Benefit Scheme for employees of its subsidiary, Auchan (China) Hong 
Kong Limited (“ACHK”) and its subsidiaries (“the Auchan Scheme”). Under each scheme, an 
annual profit sharing contribution, calculated based on the consolidated results of CIC for the RT-
Mart Scheme, and on the consolidated results of ACHK for the Auchan Scheme, and the number 
of eligible employees, is payable to a trust, the beneficial interests in which are allocated to 
participating eligible employees in accordance with the relevant Employee Trust Benefit Scheme 
rules. The trusts are administered by independent trustees and invest the amounts received in either 
cash and cash equivalents (“cash-like assets”) or equity of CIC in the case of the RT-Mart Scheme, 
or cash-like assets or equity of ACHK’s subsidiary, Auchan (China) Investment Co., Ltd. (“ACI”) 
in the case of the Auchan Scheme, respectively. The annual profit sharing contributions are accrued 
in the year in which the associated services are rendered by the eligible employees.

In addition to the annual profit sharing contributions made by the Group, subject to certain 
conditions, eligible employees are entitled to acquire additional beneficial interests in the relevant 
Employee Trust Benefit Scheme trust using their own funds.

Any excess of the capital injected by the trusts to CIC or ACI over the attributable share of their 
consolidated net assets acquired is credited to capital reserve within equity of the Group.

(c)	 Other items

Six months ended 30 June
2015 2014

RMB million RMB million

Cost of inventories 39,181 37,427
Depreciation 1,362 1,196
Amortisation 90 78
Operating lease charges 1,336 1,171
Loss on disposal of property, plant and equipment 2 6
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6.	 INCOME TAX

Income tax in the consolidated statement of profit and loss and comprehensive income represents:

Six months ended 30 June
2015 2014

RMB million RMB million

Current tax – Hong Kong Profits Tax
Provision for the period (i) 1 2

Current tax – PRC income tax
Provision for the period 674 781
(Over)/under-provision in respect of prior years (1) 11

674 794

Deferred tax
Reversal of temporary differences, net (15) (95)

659 699

(i)	 The provision for Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable profits of the 
Company and its subsidiaries incorporated in Hong Kong (2014: 16.5%). The payments of dividends by 
Hong Kong companies are not subject to any Hong Kong withholding tax.

(ii)	 All PRC subsidiaries are subject to income tax at 25% for the six months ended 30 June 2015 (2014: 
25%) under the Enterprise Income Tax law (“EIT law”) which was enacted on 16 March 2007.

(iii)	 The EIT law and its relevant regulations also impose a withholding tax at 10%, unless reduced by a tax 
treaty/arrangement, on dividend distributions made out of the PRC from earnings accumulated from 
1 January 2008. Undistributed earnings generated prior to 1 January 2008 are exempted from such 
withholding tax.

Under the Arrangement between the Mainland of China and Hong Kong Special Administrative Region 
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on 
Income, a qualified Hong Kong tax resident which is the “beneficial owner” and holds 25% or more of 
the equity interest in a PRC-resident enterprise is entitled to a reduced withholding tax rate of 5% on 
dividends received.

On 12 July 2012, Announcement [2012] No. 30 (“Announcement 30”) dated 29 June 2012 was released 
by the State Administration of Taxation (“SAT”). Announcement 30 explicitly states that a company that 
is a tax resident of a Double Taxation Agreement (“DTA”) partner state and is listed in that jurisdiction 
(“Listed Parent”) will automatically satisfy the beneficial ownership criteria in respect of PRC dividends 
received. Furthermore, subsidiaries that are wholly owned by the Listed Parent, directly and/or indirectly, 
and are tax residents of the same DTA partner state, may also be automatically regarded as the beneficial 
owners of any PRC dividends they receive. Accordingly, dividends receivable by RT-Mart Holdings 
Limited (“RT-Mart Holdings”) and ACHK should be subject to 5% withholding tax rate.

Since the Group can control the quantum and timing of distribution of profits of the Group’s PRC 
subsidiaries, deferred tax liabilities are only provided to the extent that such profits are expected to be 
distributed in the foreseeable future.

As at 30 June 2015, deferred tax liabilities of RMB47 million (31 December 2014: RMB15 million) have 
been recognised in respect of the withholding tax payable on the retained profits of the Group’s PRC 
subsidiaries generated subsequent to 1 January 2008 which the directors expect to distribute outside the 
PRC in the foreseeable future. The deferred tax liabilities as at 30 June 2015 and 31 December 2014 were 
calculated at the withholding tax rate of 5%.
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7.	 EARNINGS PER SHARE

The calculation of basic earnings per share is based on the profit attributable to equity shareholders of the 
Company of RMB1,476 million (six months ended 30 June 2014: RMB1,710 million) and the weighted average 
of 9,539,704,700 ordinary shares (six months ended 30 June 2014: 9,539,704,700 ordinary shares) in issue 
during the interim period.

2015 2014

Issued ordinary shares at 1 January and 30 June 9,539,704,700 9,539,704,700

There were no dilutive potential ordinary shares during the six months ended 30 June 2015 and 2014 and 
therefore diluted earnings per share is equivalent to basic earnings per share.

8	 INVESTMENT PROPERTIES, OTHER PROPERTY, PLANT AND EQUIPMENT AND LAND USE 
RIGHTS

During the six months ended 30 June 2015, the Group incurred capital expenditure of RMB1,371 million (six 
months ended 30 June 2014: RMB1,803 million), primarily in respect of new store developments. Items of store 
and office equipment with a net book value of RMB3 million were disposed of during the six months ended 30 
June 2015 (six months ended 30 June 2014: RMB8 million), resulting in a loss on disposal of RMB2 million (six 
months ended 30 June 2014: RMB6 million) (note 5(c)).

9.	 TRADE AND OTHER RECEIVABLES

At 
30 June 

2015

At 
31 December 

2014
RMB million RMB million

Non-current
  Rental prepayments 619 494

Current
  Trade receivables 171 159
  Amounts due from Contracted Stores – 60
  Amounts due from Contracted Store Owners 71 55
  Other debtors 755 718
  Value-added tax receivables 459 563
  Prepayments:
    – rentals 1,478 1,311
    – fixed assets 1,091 1,036

Sub-total current 4,025 3,902

Trade and other receivables 4,644 4,396

The Group’s trade receivables relate to credit card sales, the aging of which is within one month, and credit sales 
to corporate customers, the aging of which is within three months. Credit risk in respect of trade receivables is 
limited as the balances mainly arise from credit card sales. Credit terms are offered in rare cases to corporate 
customers with whom the Group has an established and ongoing relationship.

Contracted stores (“Contracted Stores”) are hypermarkets operated by the Group through arrangements under 
which the hypermarket owner (“Contracted Store Owner”) provides the store, equipment and facilities for use 
by the Group to carry out the Group’s hypermarket business and in return is entitled to an annual fee, calculated 
as either a fixed amount or a fixed percentage of the store’s sales revenue, and any remaining profit or loss 
relating to the operation of the store is attributable to the Group.
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The amounts due from Contracted Store Owners comprise advances made by the Group to certain Contracted 
Store Owners and the Contracted Stores’ profit attributable to the Group. These amounts are repayable on 
demand.

Rental prepayments may be offset against future rentals due to landlords of hypermarket premises leased by the 
Group in accordance with the relevant lease agreements.

Except for prepayments made for fixed assets which will be transferred to the relevant asset category upon 
receipt of the assets, all of the trade and other receivables classified as current assets are expected to be 
recovered within one year.

10.	 INVESTMENTS AND TIME DEPOSITS

At 
30 June 

2015

At 
31 December 

2014
RMB million RMB million

Loans and receivables 50 30
Time deposits 59 101

109 131

Loans and receivables represent short-term financial products issued by banks, with guaranteed principals, fixed 
or determinable returns and with periods to maturity over three months from date of issue. Time deposit as at 30 
June 2015 of RMB59 million (31 December 2014: RMB101 million) have original maturity over three months.

11.	C ASH AND CASH EQUIVALENTS

At 
30 June 

2015

At 
31 December 

2014
RMB million RMB million

Deposits with banks within 3 months of maturity 93 323
Cash at bank and on hand 4,244 3,202
Other financial assets 3,034 2,724

Cash and cash equivalents in the 
  consolidated statement of financial position 7,371 6,249

Other financial assets represent investments in short-term financial products issued by PRC commercial banks, 
with principals guaranteed, fixed or determinable returns and with periods to maturity less than 3 months from 
date of issue. As at 30 June 2015, the Group had other financial assets amounting to RMB500 million (31 
December 2014: RMB500 million) secured to a bank for the bank overdrafts.
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12.	 TRADE AND OTHER PAYABLES

At 
30 June 

2015

At 
31 December 

2014
RMB million RMB million

Current
  Trade payables 13,896 16,192
  Advance receipts from customers 7,692 7,774
  Amounts due to related parties 152 124
  Construction costs payable 1,549 2,776
  Amount due to Contracted Stores 41 –
  Dividends payable 82 75
  Accruals and other payables 3,835 3,483

Trade and other payables 27,247 30,424

All trade and other payables are expected to be settled within one year.

Advance receipts from customers mainly represent the unutilised balance of prepaid cards sold by the Group.

The amounts due to Contracted Stores as at 30 June 2015 included advance payment made by Contracted Stores 
in respect of purchase of goods, and offset by balance of prepaid cards sold by the Contracted Stores which may 
be used by customers to purchase goods in certain of the Group’s other stores.

An ageing analysis of trade payables determined based on invoice date is as follows:

At 
30 June 

2015

At 
31 December 

2014
RMB million RMB million

Due within 6 months 13,747 16,003
Due after 6 months but within 12 months 149 189

13,896 16,192

13.	 BUSINESS COMBINATION

On 2 April 2015, the Group acquired Fields Hong Kong Limited (“Fields HK”) for a total consideration of 
USD16.7 million (equivalent to RMB103 million) through the purchase of shares from existed shareholders and 
the subscription of new shares issued by Fields HK. Following these transactions, the Group holds 57.25% of 
share capital of Fields and has control over this entity. Goodwill arising from the acquisition of RMB82 million 
was recognised during the six months ended 30 June 2015. Fields HK is an enterprise incorporated in Hong 
Kong and engages in online food retail in mainland China through the website of “www.fieldschina.com”. It is 
the aim of the Group to further strengthen its E-commerce business in PRC.

Meanwhile, the Group and some of the non-controlling shareholders entered into put and call option contracts. 
Pursuant to the contracts, the Group has been granted the right to purchase and the non-controlling shareholders 
have been granted the right to sell, the shares of Fields HK held by some of the non-controlling shareholders, 
at the pre-determined dates. The exercise prices are based on pre-defined calculation formula. The RMB77 
million put option liabilities on non-controlling interests are measured at present value of exercise price and are 
recorded in “Other Financial Liabilities” as at 30 June 2015, with a corresponding amount recorded in equity 
under “Reserves”.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Our revenue is derived from the sales of goods and rental income. The sales of goods is primarily 
derived from our hypermarkets and our E-commerce websites where merchandise, mainly food, 
groceries, home appliances, textile and general goods are for sale. The sales of goods is net of 
value added tax and other applicable sales taxes after deducting any trade discounts. Rental income 
is derived from renting gallery space in hypermarket complexes to operators of businesses which 
we believe are complementary to our stores.

The following table sets forth a breakdown of our revenue from the sales of goods and rental 
income for the periods indicated:

Six months ended 30 June
2015 2014 Change

              (RMB million)
              Unaudited

Sales of goods 49,193 46,690 5.4%
Rental income 1,515 1,348 12.4%

Total revenue 50,708 48,038 5.6%

For the six months ended 30 June 2015, the sales of goods was RMB49,193 million, an increase 
of RMB2,503 million, or 5.4%, from RMB46,690 million for the corresponding period in 2014. 
The increase was primarily attributable to the continued business expansion of the Group with the 
opening of new stores(1) and the development of our E-commerce platform.

During the period from 1 July 2014 to 30 June 2015, the Group continued to expand in numerous 
areas in China by opening a total of 61 new stores with 45 in the second half of 2014 and 16 in the 
first half of 2015, respectively. The new stores contributed to the increase in sales of goods.

For the six months ended 30 June 2015, the Same Store Sales Growth (‘SSSG’)(2) was -3.4% 
compared to zero for the corresponding period in 2014. The decrease in SSSG was mainly due to 
the slower growth of the overall domestic consumer market as well as the intensified competition 
from other consumer channels.

Notes:

(1)	 New stores: stores opened during the period from 1 July 2014 to 30 June 2015.

(2)	 Same store sales growth: the growth rate of sales of the stores opened before 30 June 2014. It is calculated by 
comparing the sales derived from those stores during their operating periods in first half of 2014 with sales 
during the corresponding periods in 2015.



13

For the six months ended 30 June 2015, rental income was RMB1,515 million, an increase of 
RMB167 million, or 12.4%, from RMB1,348 million for the corresponding period in 2014. This 
increase was primarily attributable to an increase in rentable area from new stores and an increase 
in rental income from existing stores as a result of better management of tenant mix.

Gross profit

For the six months ended 30 June 2015, gross profit was RMB11,425 million, an increase of 
RMB902 million, or 8.6%, from RMB10,523 million for the corresponding period in 2014. The 
gross profit margin was 22.5% for the six months ended 30 June 2015, increasing by 0.6 percentage 
points from 21.9% for the corresponding period in 2014. The increase in our gross profit margin 
was the result of a greater increase in revenue of 5.6% as compared to the increase in cost of sales 
of 4.7%, reflecting the ability of the Group to leverage on economies of scale to improve the gross 
profit margin.

Other income

Other income mainly consists of income from disposal of packaging materials, interest income, 
service income, and government grants.

For the period ended 30 June 2015, the other income was RMB394 million, an increase of RMB6 
million, or 1.5%, from RMB388 million for the corresponding period in 2014. The increase was 
primarily attributable to: (i) an increase in service income of RMB35 million, which mainly 
comprised of the income from parking and leasing of playgrounds for promotions; (ii) an increase 
in disposal of packaging materials of RMB9 million; and (iii) partially offset by a decrease in 
interest income of RMB37 million which was due to a decrease in the transaction amount of 
financial products during the period as well as the lower interest rate in the market.

Store operating costs

Store operating costs represent the costs attributable to the operations of our stores and our 
E-commerce business and primarily consist of personnel expenses, rental expenses, expenses for 
utilities, maintenance, advertising, shuttle bus services and cleaning, amortisation of land use 
rights, and depreciation of properties, plant and equipment for our stores.

For the six months ended 30 June 2015, the store operating costs were RMB8,350 million, an 
increase of RMB1,055 million, or 14.5%, from RMB7,295 million for the corresponding period in 
2014.

The increase was primarily attributable to an increase in the number of stores in accordance with 
the on-going expansion of our hypermarket network. More new staff have been recruited for the 
expansion of our hypermarket network and the development of our E-commerce business, which 
led to an increase in personnel expenses. Also, new stores, operated on leased or self-owned sites, 
resulted in an increase in rental expenses and amortisation and depreciation of land use rights, 
property, plant and equipment at these stores.

The amount of store operating costs for the period ended 30 June 2015 represented 16.5% of 
revenue, an increase of 1.3 percentage points, from 15.2% for the corresponding period in 2014. 
This increase was a result of a greater increase in store operating cost of 14.5% as compared to the 
increase in revenue of 5.6%.
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Administrative expenses

Administrative expenses primarily consist of personnel expenses, travelling expenses, amortisation 
of land use rights, depreciation of properties, plant and equipment and other expenses for our 
administrative departments. For the six months ended 30 June 2015, our administrative expenses 
were RMB1,279 million, an increase of RMB158 million, or 14.1%, from RMB1,121 million for 
the corresponding period in 2014. The increase was primarily attributable to the increase in number 
of administrative staff to provide supportive services for our expanded network of hypermarket 
complexes and our E-commerce business.

The amount of administrative expenses for the period ended 30 June 2015 represented 2.5% of 
revenue, an increase of 0.2 percentage points, from 2.3% for the corresponding period in 2014. 
This increase was a result of a greater increase in administrative cost of 14.1% as compared to the 
increase in revenue of 5.6%.

Profit from operations

For the six months ended 30 June 2015, the profit from operations was RMB2,190 million, a 
decrease of RMB305 million, or 12.2%, from RMB2,495 million for the corresponding period in 
2014. The operating margin was 4.3% for the six months ended 30 June 2015, a decrease of 0.9 
percentage points, from 5.2% for the corresponding period in 2014. Despite the slower growth 
in overall consumer market, the Group continued the expansion of hypermarket complexes into 
new areas, together with the development of its E-commerce business. These activities resulted in 
a greater increase in expenses of 14.4% than the increase in gross profit of 8.6%, which led to a 
decrease in the operating margin.

Finance costs

Finance costs primarily consist of interest expenses on borrowings. For the six months ended 30 
June 2015, our finance costs were RMB9 million, an increase of RMB2 million, or 28.6% from 
RMB7 million for the corresponding period in 2014. The increase is mainly due to the increase in 
bank borrowing in May and June 2015.

Income tax

For the six months ended 30 June 2015, our income tax expense was RMB659 million, a decrease 
of RMB40 million, or 5.7%, from RMB699 million for the corresponding period in 2014. Our 
effective income tax rate was 30.2% for the six months ended 30 June 2015, increasing by 2.1 
percentage points, compared to 28.1% for the corresponding period in 2014. The increase in 
effective tax rate was mainly attributable to the losses generated by certain legal entities opened in 
2014 and 2015 and the E-commerce entities for which losses were unused and no deferred tax was 
recognised.

Profit for the period

For the six months ended 30 June 2015, our profit for the period was RMB1,522 million, with a 
decrease of RMB267 million, or 14.9%, from RMB1,789 million for the corresponding period in 
2014. Net profit margin for the period ended 30 June 2015 was 3.0%, decreasing by 0.7 percentage 
points from 3.7% for the corresponding period in 2014. The decrease was primarily attributable to 
the decreasing operating margin and higher effective income tax rate for the period. The decrease 
of profit for the period would have been around 8.5%, had the losses occurred by our E-commerce 
entities been excluded.
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Profit attributable to equity shareholders of the Company

For the six months ended 30 June 2015, the profit attributable to equity shareholders of the 
Company was RMB1,476 million, a decrease of RMB234 million, or 13.7%, from RMB1,710 
million for the corresponding period in 2014.

Profit attributable to non-controlling interests

For the six months ended 30 June 2015, the profit attributable to non-controlling interests 
was RMB46 million, a decrease of RMB33 million, or 41.8%, from RMB79 million for the 
corresponding period in 2014. The profit attributable to non-controlling interests was attributable 
to: (i) interests in ACI and CIC from the Auchan Scheme and RT-Mart Scheme, and (ii) the interest 
held by independent third parties in three of the subsidiaries, People’s RT-Mart Limited Jinan, 
Feiniu E-Commerce Hong Kong Limited and Fields HK.

Liquidity and financial resources

For the six months ended 30 June 2015, cash flow generated from operating activities was 
RMB4,122 million, an increase of RMB731 million, or 21.6%, from RMB3,391 million for the 
corresponding period in 2014. This increase was mainly attributable to the calendar difference in 
Chinese New Year, resulting in the working capital variation in prepaid card balance, inventory and 
trade payable turnovers.

As of 30 June 2015, the net current liabilities decreased to RMB10,235 million from RMB10,391 
million as of 31 December 2014. This decrease was primarily attributed to: (i) a decrease in the 
current assets of RMB2,476 million, due to a reduced stock level as at 30 June 2015, partially 
offset by the increase in cash and cash equivalents and (ii) a decrease in trade and other payables 
of RMB3,177 million.

For the six months ended 30 June 2015, the inventory turnover days and trade payable 
turnover days were 43 days and 69 days, respectively, compared to 44 days and 69 days for the 
corresponding period of 2014, respectively.

Investments and time deposits represented the investments made by the Group in financial products 
issued by commercial banks and time deposits with the banks. These investments are principal 
guaranteed with maturity periods over three months from the date of issue.

Investing activities

For the six months ended 30 June 2015, cash flow used in investing activities was RMB2,551 
million, with an increase of RMB767 million, or 43.0%, from RMB1,784 million for the six 
months ended 30 June 2014.

The cash flow used in investing activities mainly reflected the capital expenditure of RMB1,371 
million for the six months ended 30 June 2015 in respect of the development of new stores and the 
remodelling of existing stores, as well as the settlement of the capital expenditure incurred in 2014 
of RMB1,226 million. During the six months ended 30 June 2015, 16 new stores were opened in 
various areas in China.
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Financing activities

For the six months ended 30 June 2015, cash flow used in financing activities was RMB450 
million, a decrease of RMB1,639 million, or 78.5%, from RMB2,089 million for the six months 
ended 30 June 2014. This decrease was mainly attributable to: (i) a decrease in dividend 
distribution of RMB1,045 million and (ii) a net increase in bank borrowings of RMB597 million in 
2015.

BUSINESS REVIEW

Operating environment

In the first half of 2015, China’s gross domestic product (“GDP”) grew by 7% to approximately 
RMB29.69 trillion. Inflation was soft with the consumer price index (“CPI”) increasing by 1.3%. 
The national average disposable income per capita was RMB10,931, a nominal growth of 9% year 
on year.

Total retail sales of consumer goods in China reached RMB14.16 trillion, a nominal growth of 
10.4% year-on-year. According to China Nation Commercial Information Center, sales for the 50 
key retailers, a gauge for offline retail sales, grew by 1.1% year on year. National online retail 
sales for the period amounted to RMB1,645.9 billion, a growth of 39.1% over last year. Online 
physical products sales grew by 38.6% to RMB1,375.9 billion which accounted for 9.7% of total 
retail sales.

Steady and prudent expansion of network

In the first half of 2015, the Group opened 16 new hypermarket complexes, of which 2 were under 
the Auchan banner and 14 were under the RT-Mart banner. Of the new stores, 5 were located in 
Eastern China, 3 in Northern China, 4 in Central China, 1 in North-Eastern China, 3 in Southern 
China. Please refer to note 1 for the definitions of regional zones.

As of 30 June 2015, of the Group’s stores, approximately 9% were located in first-tier cities, 17% 
in second-tier cities, 45% in third-tier cities, 21% in fourth-tier cities and 7% in fifth-tier cities. 
Please refer to note 2 for the definitions of tiers.

During the period under review, the Group took an even more prudent view in looking for potential 
opportunities to open new stores. As of 30 June 2015, through execution of lease contracts or 
acquisition of land plots, the Group had identified and secured 146 sites to open hypermarket 
complexes, of which 100 were under construction, ensuring sufficient land reserves for the Group’s 
expansion in the next three years and laying a solid ground for the Group’s development in the 
medium term.
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As of 30 June 2015, the Group had a total of 388 hypermarket complexes across the country, with a 
total gross floor area (“GFA”) of approximately 10,637,372 square meters, of which approximately 
68% were operated in leasehold spaces and 32% were in self-owned properties. As of 30 June 
2015, the number of stores and their GFA in each major region of China are set forth below:

Number of hypermarket 
 complexes

Total GFA of hypermarket 
complexes (sq.m.)

Region (As of 30 June 2015) (As of 30 June 2015)
Auchan RT-mart Total Auchan RT-mart Total

Eastern China 43 115 158 1,834,683 2,827,545 4,662,228
Northern China 7 38 45 216,810 907,113 1,123,924
Northeastern China 2 37 39 56,237 1,014,622 1,070,859
Southern China 5 66 71 124,523 1,625,136 1,749,659
Central China 9 50 59 262,506 1,305,069 1,567,575
Western China 4 12 16 178,609 284,518 463,127

Total 70 318 388 2,673,369 7,964,003 10,637,372

Notes:

(1)	 The Group’s regional zoning is based on the national regional economic planning guidelines:

Eastern China: Shanghai City, Zhejiang Province, Jiangsu Province
Northern China: Beijing City, Tianjin City, Shandong Province, Hebei Province, Shanxi Province,

Inner Mongolia Autonomous Region (West)
Northeastern China: Jilin Province, Liaoning Province, Heilongjiang Province,

Inner Mongolia Autonomous Region (North)
Southern China: Guangdong Province, Guangxi Zhuang Autonomous Region, Fujian Province,

Hainan Province, Yunnan Province, Guizhou Province
Central China: Anhui Province, Hunan Province, Hubei Province, Henan Province, Jiangxi 

Province
Western China: Sichuan Province, Gansu Province, Shaanxi Province, Chongqing City, Qinghai 

Province

(2)	 City tiers are classified based on the following standards:

First-tier cities: Municipalities under the direct jurisdiction of the central government and
Guangzhou City

Second-tier cities: Provincial capitals and sub-provincial cities
Third-tier cities: Prefecture-level cities
Fourth-tier cities: County-level cities
Fifth-tier cities: Townships and towns
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Adjusted brands mix in gallery and improved customer shopping experiences

To improve our gallery’s attractiveness to customers, the Group proactively sought new shops 
including trendy brands, baby brands and theme restaurants. The Group also increased our 
cooperation with well-known brands such as Starbucks coffee. The Group organized joint 
promotional activities with our gallery tenants. These coordinated promotional activities have 
helped improve both our tenants’ sales and footfall in its stores. Meanwhile, to improve customers’ 
shopping experience, the Group has put in place some free children’s amusement parks and areas 
for interactive games and family entertainment.

Proactively sought solutions to expand store coverage and increase footfall

During the period under review, the Group’s stores carried out a plan aiming to expand their 
respective catchment area so as to promote footfall. These measures included an in-depth analysis 
of customers’ membership information to make communication more efficient, promoting delivery 
effectiveness for promotional leaflets, and increasing stops for free shuttle buses etc.

Meanwhile, to further expand the coverage of our stores in their catchment area, the Group 
proactively explored suitable marketing methods, such as using local public Wechat platforms to 
release promotional activities, use broadcasting trucks in rural areas, targeting at those customers 
who own a car and live farther away from our stores. These market expansion measures, together 
with a flexible pricing strategy and interactive activities with customers have improved the 
effectiveness of the relationship between our customers and stores.

Innovated in the purchasing methods and pushed forward direct sourcing

During the period under review, the Group’s purchasing team conducted on-the-spot direct 
purchasing in vegetable wholesale markets, especially for the seasonal items and the merchandise 
with large quantities and at good prices. These occasional bulk purchases together with their 
promotion at stores have greatly motivated customers shopping in its stores.

The Group also increased our direct purchases of fresh produce from overseas, including durians 
from Thailand, oranges from US, as well as others. The Group maintained a pricing advantage over 
online sellers for hot selling items such as New Zealand Kiwis and US cherries and they both have 
shown very good progress in sales.

The Group further increased direct sourcing, including overseas sourcing. For example, through 
directly importing from Italy mineral water brand “ALLEGRA” at a competitive price, the Group 
catered for consumers’ demand for high-end drinking water and achieved differentiation from our 
competitors.

Proactively adjusted merchandise mix to cater for new consumption demand

Based on the changes in consumer demand, the Group started to adjust the space allocation of 
different categories in its stores. For instance, around 600sq.m.2 floor space previously dedicated to 
appliances was re-allocated to Mass Consumer Products (“MCP”) to expand imported foods, such 
as wines, milk products and health products, in a number of its stores.

As customers are expecting more choices, the Group introduced more categories to enrich the 
merchandise mix, for example set up aside a specialized area for flour to cater for the increasing 
demand for home baking; set up an area for non-genetically modified cooking oil to cater for the 
demand for healthy food. Meanwhile, to overcome limitations of its shelf space, the Group changed 
the product offering in some categories on a more frequent basis.
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To promote our dimsum section which is one of our strengths, the Group held food festivals such 
as “Chef’s recommendation” and “Chinese time honored brand”. Meanwhile the Group started the 
central kitchen program so as to standardize food taste and quality, optimize for store operations 
and save labor costs.

During the period under review, the Group continued to push ahead with the development of own 
brand product. It launched two brands “Actuel” for household and “Airport” for luggage in the 
period. The Group’s own brand products attached greater importance to the design. Own brands 
have achieved very good sales growth in the Group’s promotional activities thanks to its quality 
and competitive prices.

Diversified marketing campaigns

In light of the current depressed consumption sentiment and strong growth of online shopping, 
the Group launched a series of more diversified and precisely targeted marketing campaigns. For 
example, the Group took advantage of the excitement created by E-commerce players’ promotions 
and launched the “6.17-6.18” crazy shopping festival. It also changed promotions from single items 
to heavier promotion on whole sections so as to strengthen its positioning as a discounter.

Constantly improved supply chain to enhance support to stores

During the period under review, the Group implemented a series of initiatives at our distribution 
centers (“DCs”) to improve their efficiency. Through upgrading our order system, delivery 
appointment system and operating processes, the Group has made significant progress in lowering 
the rate of late deliveries and in reducing the waiting time of suppliers delivery trucks at DCs.

During the period under review, Auchan started to prepare a regional DC in Chengdu City and 
RT-Mart’s regional DC in Xiamen City commenced operations to serve stores in Fujian Province. 
Meanwhile, a regional DC of RT-Mart in Nanjing City commenced construction in April 2015 and 
is expected to be opened in January 2016.

Steadily developed E-commerce, launched O2O business by leveraging store network

Feiniu.com (“Feiniu”) commenced its Online to Offline (“O2O”) program in March 2015 by 
leveraging the Group’s physical stores as dispatching points. Within two months, Feiniu achieved a 
nation wide coverage with this program.

By the end of July 2015, Feiniu has over 5.5 million registered members, of which over 1 million 
are active users within half a year. For the month of July, sales through mobile app accounted 
for 64%. In June 2015, Feiniu Mall, which is the marketplace platform of Feiniu, was officially 
launched. It will help improve the variety of Feiniu’s offering.

The Group purchased www.fieldschina.com (“Fields”) in April 2015, which will further enhance 
our development of the E-commerce area, in particular to address the needs of customers looking 
for fresh products of high quality and food safety.

Improved labor efficiency

As at 30 June 2015, the Group had 136,017 employees (including Feiniu and Fields). The Group 
has been implementing initiatives at store level to improve productivity such as training, process 
adjustments, utilization of self-weighing, self-payment machines. By the end of June 2015, average 
number of staff per store, calculated by total number of employee of Auchan and RT-Mart divided 
by average store number of the beginning and ending period, was down 7% compared to the same 
period of last year.
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Outlook

Although GDP and retail growth have been slowing down, the growth of E-commerce has become 
a hot spot in the consumption environment. The rapid growth of E-commerce has been re-
shaping consumers’ shopping behavior and brought challenges to hypermarket model in regard 
to purchasing, marketing and supply chain management. To face these challenges, the Group has 
been and will continue to work hard to make innovations in every aspect of the business so as to 
adapt itself to the changing environment. Based on the Group’s existing retail network and the 
established E-commerce platform, it will further explore synergies between them especially given 
the current trend of O2O. The Group will continue to expand its store network with prudence.

OTHER INFORMATION

Corporate Governance

The Company is committed to maintaining high corporate governance standards to safeguard the 
interests of the shareholders and to enhance corporate value and accountability.

The Company has devised its own Corporate Governance and Compliance Manual which 
incorporates all the principles and practices as set out in the Corporate Governance Code (the “CG 
Code”) contained in Appendix 14 of the Listing Rules.

The Company reviews regularly its organizational structure to ensure operations are in line with 
the good corporate governance practices as set out in the CG Code and aligned with the latest 
developments.

In the opinion of the Board, the Company has complied with all the principles as set out in the CG 
Code for the six months ended 30 June 2015, save and except for code provision C.3.7 (a).

Code provision C.3.7 (a) provides that under the terms of reference of the Audit Committee, the 
Audit Committee should review arrangements that can be used by the employees in confidence, to 
raise concerns about possible improprieties in financial reporting, internal control or other matters. 
The Audit Committee should ensure that proper arrangements are in place for fair and independent 
investigation of these matters and for appropriate follow-up action.

The Company had not established any formal arrangement for employees to raise concern about 
possible improprieties in financial reporting, internal control or other matters. In practice, 
employees have direct access to our internal audit department via either a telephone line or a 
mailbox. In addition, they have direct access by email to the executive Directors and the senior 
management. The Directors regularly receive and review monthly financial reports. The Directors, 
through the Audit Committee, meet quarterly with the Group’s internal audit function, whose main 
responsibility is to review the internal control system of the Group. The Directors consider that the 
lack of such arrangements will not have a material effect on the functions of financial reporting, 
internal control or other related matters. The internal audit department, the Audit Committee and 
the Board will discuss the appropriate actions to deal with any issue reported by any employee 
about improprieties in financial reporting, internal control and other matters.
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Audit Committee

The Company established the Audit Committee on 27 June 2011 with written terms of reference 
in compliance with the CG Code. The primary duties of the Audit Committee are to assist the 
Board in overseeing and reviewing (i) the effectiveness of the Company’s internal control, risk 
management system and regulatory compliance of the Group; (ii) the balance, transparency and 
integrity of the Company’s financial statements and application of financial reporting principle. 
The Audit Committee currently consists of five non-executive Directors, three of whom are 
independent. The members currently are Mr. Cheng Chuan-Tai, Mr. Xavier, Marie, Alain Delom de 
Mezerac, Ms. Karen Yifen Chang, Mr. He Yi and Mr. Desmond Murray. It is currently chaired by 
Mr. Desmond Murray, an independent non-executive Director. The Audit Committee has reviewed 
and discussed the unaudited consolidated financial statements for the six months ended 30 June 
2015 and has met with the independent auditors, KPMG, who have reviewed the interim financial 
statements in accordance with Hong Kong Standard on Review Engagement 2410.

Nomination Committee

The Company established a nomination committee (“Nomination Committee”) on 27 June 
2011 with written terms of reference in compliance with the CG Code. The primary duties of the 
Nomination Committee are to identify individuals suitably qualified to become Board members and 
make recommendations to the Board on the selection of individuals nominated for directorships. 
The Nomination Committee currently consists of five non-executive Directors, three of whom are 
independent. The members currently are Mr. Cheng Chuan-Tai, Mr. Philippe, David Baroukh, Ms. 
Karen Yifen Chang, Mr. He Yi and Mr. Desmond Murray. It is currently chaired by Mr. He Yi, an 
independent non-executive Director.

Remuneration Committee

The Company established a remuneration committee (“Remuneration Committee”) on 27 June 
2011 with written terms of reference in compliance with the CG Code. The primary duties of the 
Remuneration Committee are to review and make recommendations to the Board on our Company’s 
policy and structure for all remuneration of the Directors and senior management and on the 
establishment of a formal and transparent procedure for developing policy on such remuneration. 
The Remuneration Committee currently consists of five non-executive Directors, three of whom 
are independent. The members currently are Mr. Cheng Chuan-Tai, Mr. Philippe, David Baroukh, 
Ms. Karen Yifen Chang, Mr. He Yi and Mr. Desmond Murray. It is currently chaired by Ms. Karen 
Yifen Chang, an independent non-executive Director.

Securities Transactions by Directors

The Company has adopted its own policies for securities transactions (the “Company Code”) by 
the Directors and relevant employees on terms no less exacting than the Model Code for Securities 
Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the 
Listing Rules.

Specific enquiry has been made of all the Directors and the relevant employees and they have 
confirmed that they have complied with the Model Code and the Company Code throughout the six 
months ended 30 June 2015.
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Purchase, Sale and Repurchase of The Company’s Listed Securities

During the six months ended 30 June 2015, neither the Company nor any of its subsidiaries has 
purchased, sold or redeemed any of the Company’s listed securities.

Dividends

At the board meeting held on 12 August 2015, no dividend for the six months ended 30 June 2015 
has been declared.

Publication of 2015 Interim Results and Interim Report of the Company

The interim results announcement of the Company is published on the websites of The Stock 
Exchange of Hong Kong Limited (www.hkexnews.hk) and the Company (www.sunartretail.com). 
The Interim Report of the Company for the six months ended 30 June 2015 will be dispatched to 
the shareholders of the Company and made available for review on the aforesaid websites in due 
course.

By Order of the Board
Sun Art Retail Group Limited

Bruno, Robert MERCIER
Chief Executive Officer and Executive Director

Hong Kong, 12 August 2015
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