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1. Operations of the REDAN Group 

Brands and distribution channels 
 
In H1 2017, the Redan Group’s core business was still the design, production outsourcing, purchase, marketing 
and sale of a wide range of everyday clothing collections. The Redan Group's business is based on two 
segments – the fashion segment, which covers clothing and accessories under own brands: Top Secret, 
Drywash and Troll, and the discount segment, covering the operations of the TXM textilmarket chain. The two 
segments are different in terms of the needs of target customers, which entails differences in products, prices, 
quality, design and sales policy.  

Discount segment – the TXM textilmarket chain 

 

 
 

The mission of the TXM textilmarket network is: inexpensive and fashionable clothes for the whole 
family. 
 
The mission clearly states who the offer is addressed to – the whole family, and what its key features are – first 
and foremost: the price, although combined with certain aspects of fashion, which makes the offer stand out in 
the discount segment.  
 
TXM textilmarket strives to gain a leadership position in the discount clothing market in Central and Eastern 
Europe. The Company focuses on the customers, their lives and needs. The Company is committed to ensuring 
that its customers are confident that they would always find a wide selection of daily clothing, accessories, and 
home textiles at attractive prices at TXM textilmarket stores. 
TXM stores are located in towns with a population of up to 50,000 and in large agglomerations. The Company 
operates in Poland and in its neighbouring countries. At the reporting date, it operated 354 stores in Poland, 7 
in Slovakia and 37 in Romania, as well as the txm.pl online store.  Depending on the location, the size of retail 
space ranges from 100 to 410 m2, but 180–250 m2 is predominant, although the size of retail space of the 
majority of new stores is 350–400 m2, which results from a change in the strategy for the discount segment in 
this area. TXM textilmarket stores offer a wide range of clothing and other quality textiles at very attractive 
prices. 
New products and services were added to the offer, whose attractive price always gives the customers a sense 
of use of a reasonable opportunity. The Company’s intention is to ensure that customers can buy goods at the 
most competitive prices or, to put it simply, cheap. This is possible owed to its efforts to find the best suppliers 
and eliminate all unnecessary costs. That is why, among other things, it does not open stores in the most 
expensive shopping centres but rather in more cost efficient locations. The Company believes that attractive 
prices are more important to customers than a prestigious location of a store. Thus, the Company maximises 
benefits to customers while relieving the pressure on their home budgets. 
TXM textilmarket differs from other discount clothing stores in that, apart from focusing on offering highly 
attractive prices, it also keeps up-to-date with the current fashion trends. This means that next to universal 
products TXM textilmarket customers will always find clothes and colours that are fashionable in any given 
season. However, the Company monitors on an ongoing basis whether keeping up with fashion trends does not 
come at the cost of comfort, practicality and attractive price. 

http://www.txm.pl/
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For more information on the chain, go to www.txmsa.pl 

Fashion segment – Top Secret, Drywash and Troll brands 

 

 
Top Secret’s mission: Best Fashion World to Express Yourself 
 
In the fashion segment, the Group's activities include design, production outsourcing, marketing and 
distribution of clothing under brands that are well recognised by customers, which brings added value to them. 
The most important brand in the fashion segment is Top Secret, with Drywash being the second major brand. 
The choice of products in the fashion segment includes clothing for various occasions. The offered collections 
include a wide range of clothing types, such as jackets, suits, blazers, long and short trousers (including denim 
clothing), skirts, dresses, T-shirts, sweatshirts, tracksuits, blouses, sweaters, coats, waistcoats, shirts, scarves, 
hats, gloves, socks, tights, women's and men's underwear and footwear and various accessories (handbags, 
belts).  
Each collection is designed taking into account current fashion trends and the selling price acceptable to 
customers. Design ideas are presented by chief designers, who participate in fairs and fashion shows to keep 
up to date with trends and decide on the details of each collection presented to the Management Board. Once 
a collection is approved, designers and clothing pattern makers prepare the design documentation. The 
Company outsources clothing production to foreign and Polish suppliers. Production is carried out mainly in 
China, India, Bangladesh, Turkey and Poland. The Company has a large base of suppliers and constantly makes 
new contacts during trade fairs. The Company reviews the quality, timeliness and financial terms offered by its 
suppliers.  
 
 

  
Top Secret is the leading brand in the Group’s fashion segment. Top Secret is one of the most recognisable 
Polish clothing brands, which includes comprehensive collections of clothing and accessories. The brand is 
targeted at modern people, who are active, have successful professional and family lives, who attach 
importance to their clothing, which is a means of expressing their unique personality. The target customers of 
the Top Secret brand fully accept themselves and their environment, they like being authentic, and they treat 
fashion as a means of expressing themselves in professional, family and leisure setting.  Women’s and men's 
collections follow the current fashion trends, they are unconventional, bold, yet appealing to emotions. They 
are inspired by the latest fashion trends, but they are also adjusted to various expectations of the clientele and 
their different needs during the year. Collections are divided into two lines, City and Casual, which represent 
various styles, from more formal to casual. The offer also includes numerous accessories that are an addition to 
the offered styles. 
 
Drywash complements the Top Secret brand and is addressed to modern and ambitious people who want to 
look attractive and feel comfortable in every situation. The brand includes casual and sports clothing, which is 
perfect for spending free time in an active way, combining comfort and the latest fashion trends.  
 
 
 

http://www.txmsa.pl/
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Troll is one of the clothing brands which have been present on the Polish clothing market for the longest time. 
That is why it is highly recognisable by its target customers. The Troll brand is targeted at those who feel young 
and express themselves and their happiness with clothes. The Troll brand includes fashionable clothes 
consistent with global trends, which offer a young, dynamic and attractive look. However, it also has a selection 
of universal, tailor fitted base products in muted colours. Troll offers a choice for those who combine fashion 
with modernity, who are confident and choose to wear clothes in which they feel best.  
 
The Redan Group's offer in the fashion segment is available at Top Secret and Troll stores – operated both by 
the Company and under franchise arrangements, as well as in online stores. At the date of this report, products 
in the fashion segment could be purchased in 286 outlets in Poland and abroad and through www.topsecret.pl 
and www.topsecret.com.ua online stores.  
 
More details on the Redan Group's fashion brands are available at www.topsecret.pl. 
 

The Redan Group's sales structure  
 
The table below presents the structure and amount of the Redan Group’s consolidated revenue. 

Table 1. Structure of the Redan Group’s revenue in H1 2017 and H1 2016  

PLN '000 2017 Share 2016 Share Change 

Sales of goods 276,552 97.5% 281,810 98.7% -1.9% 

Sale of services 7,000 2.5% 3,729 1.3% 87.7% 

Total sales 283,552   285,539   -0.7% 

 
In H1 2017, revenue from sale of services in the discount segment increased by 87.7%, or PLN 3.3m, as a result 
of provision of mobile phone charging and logistics services. 
 
The table below presents the structure and amount of the Redan Group’s consolidated revenue from the sale 
of goods broken down into the fashion and discount segments. 

Table 2. Structure of the Redan Group’s sale of goods in H1 2017 and H1 2016* 

 PLN thousand 2017 Share 2016 Share Change 

Discount segment 165,026 59.7% 167,827 59.6% -1.7% 

Fashion segment 111,526 40.3% 113,983 40.4% -2.2% 

Total sale of goods 276,552   281,810   -1.9% 

* The data presented in the table above does not accurately correspond with the segments identified in accordance with 
IFRS 8, as disclosed in Note 4 to the financial statements, because in the opinion of the Redan Group intragroup 
wholesale which must be disclosed separately under IFRS 8 does not strictly constitute a separate operating segment 
and is not analysed for management purposes. 

In H1 2017, sales declined slightly both in the fashion and discount segment. In the fashion segment, sales fell 
by 2.2% year on year, mainly due to a change of the main distribution channel for the Troll brand to e-

http://www.topsecret.pl/
http://www.topsecret.com.ua/
http://www.topsecret.pl/
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commerce and the resulting reduction in the number of Troll stores. Revenue from the sale of goods in the 
discount segment dropped by 1.7% due to problems with proper stocking of stores.  

Table 3. Structure of the Redan Group’s sale of goods in H1 2017 and H1 2016 by region 

PLN thousand 2017 Share 2016 Share Change 

Sales in Poland 238,258 86.2% 258,590 91.8% -7.9% 

Sales abroad 38,294 13.8% 23,220 8.2% 64.9% 

Total sale of goods 276,552   281,810   -1.9% 

In H1 2017, the share of foreign sales increased by 65% year on year. The change results from stronger sales of 
the TXM textilmarket chain (+50% year on year), mainly in Romania, as well as 35% higher sales abroad in the 
fashion segment, mainly in Russia and Ukraine. 

The lower share of sale of goods in Poland resulted from weaker performance in both segments – in the TXM 
textilmarket chain (down PLN 13.4m, or 8.4% year on year) and in the fashion segment (down PLN 6.9m, or 
6.8% year on year).  

Sales network 
In H1 2017, the network of TXM textilmarket own stores was expanded both in Poland and abroad. The 
number of stores in the fashion segment was reduced. As of 30th June 2017, the total floor area of stores of the 
Redan Group was:  
 
 approximately 102.9 thousand m2 (398 own stores) in the discount segment in Poland and abroad, having 

increased by about 21.6% compared to the end of June 2016;  
 

 approximately 38.9 thousand m2 (286 stores, including 32 own stores and 254 franchise stores) in the 
fashion segment in Poland and abroad, having decreased by about 8% compared to the end of June 2016. 

 
In the reporting period, the Redan Group companies also sold goods through the following online stores: 

 www.topsecret.pl, www.topsecret.com.ua – in the fashion segment; 

 www.txm.pl – in the discount segment. 
 

2. The Redan Group’s financial standing 

Statement of profit or loss 
The tables below present the synthetic changes in the key items of the consolidated financial performance of 
the Redan Group in H1 2017 and H1 2016. 

Table 4. Selected items from the Redan Group’s statement of comprehensive income for H1 2017 and H1 
2016 

PLN thousand H1 2017 H1 2016 
Change 

(%) 
Change 

(Δ) 

Revenue 283,552 285,539 -0.7% -1,987 

Gross profit/(loss) 123,481 120,205 2.7% 3,276 

Gross margin 43.5% 42.1%   1.5% 

http://www.topsecret.pl/
http://www.topsecret.com.ua/
http://www.txm.pl/
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PLN thousand H1 2017 H1 2016 
Change 

(%) 
Change 

(Δ) 

Distribution costs and administrative expenses 137,370 121,049 13.5% 16,321 

Profit/(loss) on sales -13,889 -844 -1546% -13,045 

Gross margin on sales -4.9% -0.3%   -4.6% 

Net other income/expenses -198 -304 35% 106 

Operating profit/(loss) -14,087 -1,148 -1127% -12,939 

EBIT margin -5.0% -0.4%   -4.6% 

EBITDA -8,461 2,771 -405% -11,232 

Net finance income/costs -1,674 1,006 -266% -2,680 

Other gain/(loss) – leave from the Group 12 0 - 12 

Profit/(loss) before tax -15,749 -142 -11002% -15,607 

Pre-tax margin -5.6% 0.0%   -5.5% 

Income tax expense 1,969 -2,396 -182% 4,365 

Net profit/(loss) -13,780 -2,538 -443% -11,242 

Net margin -4.9% -0.9%   -4.0% 

Exchange differences on translating foreign operations -1,179 -317 271.9% -862 

Total comprehensive income -14,959 -2,855 -424% -12,104 

Total margin -5.3% -1.0% 
 

-4.3% 

Total comprehensive income attributable to non-
controlling interests 

-5,686 1,489 -481.9% -7,175 

Total comprehensive income attributable to owners 
of the parent 

-9,273 -4,344 -113% -4,929 

In H1 2017, the Redan Group suffered a loss on sales of PLN 13.9m, which was greater by PLN 13m than a year 
before. It resulted from the weaker performance of the discount segment (down PLN [19.9]m year on year), 
which was partly offset by improved results in the fashion segment (up PLN [6.6]m). The changes demonstrate 
quite opposite trends in the two segments of the Group's operations in H1 2017. In the discount segment, the 
Group recorded drastically worse performance – in H1 2017 it suffered a loss on sales of PLN 14.0m, which 
compares to a profit of PLN 5.9m a year earlier. Conversely, in H1 2017 the fashion segment earned profit on 
sales of PLN 0.4m, with a loss of PLN 6.2m incurred in H1 2016. The operating results of the discount and 
fashion segments are discussed in detail in Section 3. 

In H1 2017, net other expenses amounted to PLN 0.2m, having improved by 35% relative to the previous year. 
Details are presented in the table below.  

Table 5. Other income and expenses in H1 2017 and H1 2016  

  H1 2017 H1 2016 

Past due, cancelled liabilities 447 -442 

Other 57 283 

Donations -29 -119 
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  H1 2017 H1 2016 

Net gain/loss on sale of non-financial assets  -182 -93 
Net recognised/reversed impairment losses on 
property, plant and equipment -491 67 

  -198 -304 

 

The key items include: 

o Past due, cancelled liabilities 

The item includes past due and written down liabilities of the fashion segment. 

o Other income/expenses  

Items of income and expenses which are not classified under other items – their unit value is small. They 
include received compensation, grants, settlement of litigation costs. 

o Donations 

The item includes donations transferred to the Happy Kids Children’s Aid Foundation, which represent the 
margin on the sale of advertising bags with the logo of the foundation at stores. 

o Net gain/loss on sale of non-financial assets 

The item includes a loss related to investments in third party premises – a store in the fashion segment. 

o Net recognised/reversed impairment losses on property, plant and equipment 

The item includes a provision for property, plant and equipment of closed stores in the discount segment. 

In H1 2017, net finance costs amounted to PLN -1.7m, and were significantly higher than in the previous year. 
Details are presented in the table below.  

Table 6. Finance income and costs in H1 2017 and H1 2016 

  2017 2016 

Other 38 1,116 

Net foreign exchange gain/loss -721 635 

Interest expense, commissions, etc. -989 -745 

Total -1,674 1,006 

 The key items include: 

o Interest expense  

These relate to the Group’s debt under bank borrowings, loans and leases. Compared with 2016, finance 
costs increased by PLN 0.2m due to a year-on-year increase in interest expense related to bank borrowings 
in the fashion segment. 

o Exchange differences 

In H1 2017, the Group incurred a foreign exchange loss. Due to the rapid appreciation of the US dollar 
against the Złoty in Q4 2016 and based on the recommendation of the Group’s advisor on its currency 
exposure management, the Group increased the value of its forward contracts to buy US dollars. Such 
transactions were also executed in Q1 2017. An unexpected reversal of the trend and weakening of the US 
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dollar against the Złoty resulted in a loss incurred by the Group on these transactions, which exceeded the 
foreign exchange gains under US dollar-denominated liabilities. 

o Other 

The net income recorded in H1 2016 resulted from a reversal of provisions for potential use of guarantees 
of rental payments related to stores, which were recognised at the end of 2015. Following the conclusion 
with lessors of agreements improving the terms of lease of store premises, the risk of using the guarantees 
was significantly reduced and the relevant provisions could be reversed. 

In 2017, income tax improved profit/(loss) before tax by PLN 2.0m. This resulted from the recognition of a 
deferred tax asset of PLN 2.7m, which was partially offset by current tax expense of PLN 0.7m. 

The net profit/(loss) also reflects exchange differences arising on the translation of the financial statements of 
foreign operations into Polish Złoty. In H1 2017, the net foreign exchange loss was PLN 1.2m, whereas in 2016 
it was PLN 0.3m. The loss incurred in H1 2017 was mainly attributable to two currencies: the Romanian Leu 
(RON) and the Russian Ruble (RUB). The depreciation of RON by 5.2% resulted in a loss of PLN 0.4m and the 
weakening of RUB by 8.2% translated into a loss of PLN 0.6m. 

In H1 2017, total comprehensive income attributable to non-controlling interests came in at PLN 5.7m, having 
declined by PLN 7.2m year on year. This item shows the share of comprehensive income of a subsidiary TXM 
S.A. attributable to non-controlling interests holding 43.55% of shares in the subsidiary.  

In aggregate, total comprehensive income dropped year on year by PLN 12.1m. This mainly resulted from: (i) 
weaker sales performance in the discount segment, (ii) stronger sales performance in the fashion segment, and 
(ii) net finance costs (instead of finance income), including a net foreign exchange loss on translating foreign 
operations. 

Statement of financial position 
The tables below present the key items of the statement of financial position of the Redan Group. 

Table 7. The Redan Group’s assets as of 30th June 2017 and 30th June 2016 

No. Item 

30 Jun 2017   
30 Jun 
2016   Change 

Amount 

% 

amount 

% amount % 

 share  share 2017/2016 

Non-current assets 109,955 34% 82,960 31% 26,995 33% 

I. Intangible assets 21,289 7% 15,088 6% 6,201 41% 

II. Goodwill of subordinated entities 216 0% 46 0% 170 370% 

III. Property, plant and equipment 67,982 21% 47,763 18% 20,219 42% 

IV. Non-current receivables 2,393 1% 2,103 1% 290 14% 

V. Long-term investments 10 0% 199 0% -189 -95% 

VI. Non-current prepayments and accrued income 18,065 6% 17,761 7% 304 2% 

Current assets 214,526 66% 186,831 69% 27,695 15% 

I. Inventories 169,398 52% 146,841 54% 22,557 15% 

II. Current receivables 35,598 11% 31,564 12% 4,034 13% 

III. Short-term investments 8,491 3% 6,939 3% 1,552 22% 

IV. Current prepayments and accrued income 1,039 0% 1,487 1% -448 -30% 

Total assets 324,481 100% 269,791 100% 54,690 20% 
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The Redan Group’s total assets at 30 June 2017 grew by 20% (PLN 54.7m)  
relative to 30th June 2016.  

The key changes in assets included: 
o a PLN 20.2m (+42%) increase in property, plant and equipment, mainly due to the expenditure on 

adaptation of premises to new TXM stores and on fixtures and fittings, which in most part were 
incurred in H2 2016 following a rapid network expansion; 

o a PLN 6.2m (+41%) growth in intangible assets, chiefly resulting from expenditure on IT, including on 
the ongoing implementation of the SAP management support system; 

o a PLN 22.5m (+15%) increase in inventories, attributable to the expansion of the Group's retail space 
(by 11.9% at the end of June 2017 compared to the end of June 2016);  

o a PLN 4.0m (+13%) increase in current receivables caused by higher foreign sales in Russia and Ukraine 
in the fashion segment; 

o a PLN 1.6m (+22%) increase in short-term investments, predominantly in cash. 

Table 8. The Redan Group’s equity and liabilities at 30th June 2017 and 30th June 2016  

No. Item 

30 Jun 2017 30 Jun 2016 Change 

amount 

% 

Amount 

% amount % 

 share  share 2017/2016 

Equity 116,338 36% 104,479 39% 11,859 11% 

I. Share capital 35,709 11% 35,709 13% 0 0% 

II. Statutory reserve funds 25,753 8% 25,753 10% 0 0% 

III. Other capital reserves 25,000 8% 25,000 9% 0 0% 

IV. Retained earnings/(deficit)  20,462 6% 6,642 2% 13,820 208% 

V. Net profit/(loss)  -13,780 -4% -2,538 -1% -11,242 443% 

VI Non-controlling interests 23,194 7% 13,913 5% 9,281 67% 

Liabilities and provisions for liabilities 208,143 64% 165,312 61% 42,831 26% 

I. Provisions for liabilities  2,729 1% 3,000 1% -271 -9% 

II. Non-current liabilities 7,780 2% 12,308 5% -4,528 -37% 

III. Current liabilities  197,634 61% 150,004 56% 47,630 32% 

Total equity and liabilities 324,481 100% 269,791 100% 54,690 20% 

 

Changes in the Group's equity resulted from disclosure in the statement of financial position of the result for 
the entire 2016, including H2 2016, and a greater loss incurred in 2017 compared to the previous year. 
 
The table below presents the changes in liabilities. 

Table 9. Structure of liabilities of the Redan Group at the end of June 2017 and June 2016 

 

30 Jun 
2017 

30 Jun 2016 
Change 

(%) 
Change 

(Δ) 

Trade payables  135,200 89,914 50% 45,286 

Financial liabilities  55,942 58,440 -4% -2,498 

Other liabilities 11,787 12,562 -6% -775 

Tax liabilities 5,214 4,396 19% 818 

LIABILITIES  208,143 165,312 26% 42,831 
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The changes in the Group's liabilities primarily resulted from: 

 a PLN 45.3m (+50%) increase in trade payables, mainly due to higher inventories resulting from the 
expansion of retail space and a rise in average inventories per square metre of discount stores; 

 a PLN 2.5m (-4%) decrease in financial liabilities, chiefly caused by a drop in the amount outstanding under 
a US dollar-denominated bank borrowing following the depreciation of the currency against the Złoty. 

Statement of cash flows 
 
The table below presents an analysis of the Redan Group’s cash flows.  

Table 10. Selected items of the Redan Group’s statement of cash flows at the end of June 2017 and June 
2016 

Net cash from/(used in): 2017 2016 

operating activities -18,749 -6,231 

investing activities -11,310 -7,449 

financing activities 15,046 2,731 

Total net cash flows -15,013 -10,949 

Effect of exchange rate changes on the balance of cash held in foreign 
currencies 18 55 

Cash at the end of the period 8,491 6,939 

 

The Redan Group’s cash flows from operating activities in H1 2017 were negative, and were mainly affected by:  

 loss of PLN 14.9m, 

 adjustments for: 
o depreciation and amortisation of non-current assets of PLN +5.6m. 
o income tax expense of PLN -2.0m; 
o exchange differences of PLN -2.3m; 
o valuation of financial liabilities of PLN +0.6m; 
o gain on disposal of property, plant and equipment of PLN +0.2m; 
o change in the fair value of financial liabilities of PLN +2.5m; 

 movements in working capital in the period from 1st January 2017 to 30th June 2017: 
o change in trade receivables of PLN -12.0m; 
o change in liabilities of PLN +22.0m; 
o change in inventories of PLN -18.5m; 
o change in accruals and deferrals of PLN -0.3m; 

 change in income tax paid of PLN -1.2m. 
 
Capital expenditure was mainly related to the expansion of the retail network in the discount segment and 
investments in the Group’s IT infrastructure.  
 
Cash flows from financing activities were driven by: (i) proceeds from the issue of shares in a subsidiary TXM 
S.A. as part of an IPO of PLN 19.2m – the issue was carried out in December 2016, but the share capital 
increase of TXM S.A. was not registered by the court until January 2017; and (ii) timely repayments of financial 
liabilities together with interest by the Group companies. 
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Financial ratio analysis 

Table 11. The Redan Group’s financial ratios at the end of June 2017 and June 2016 

  2017 2016 

Gross margin 43.5% 42.1% 

Gross margin on sales -4.9% -0.3% 

Net margin -4.9% -0.9% 

Return on assets (ROA) -4.2% -0.9% 

Return on equity (ROE) -11.8% -2.4% 

Current ratio 1.07 1.22 

Quick ratio 0.23 0.27 

Inventory cycle (days) 190.5 159.9 

Average collection period (days) 22.6 19.9 

Average payment period (days) 85.8 56.7 

formulas used to calculate the ratios: 

– gross margin – gross profit/(loss) / revenue, 
– gross margin on sales – profit/(loss) on sales / revenue, 
– net margin – net profit / revenue, 
– return on assets (ROA) – net profit / assets at the end of the period, 
– return on equity (ROE) – net profit / equity at the end of the period, 
– current ratio – current assets at the end of the period / current liabilities 
– quick ratio – current assets at the end of the period - inventories / current liabilities 
– inventory cycle (days) – inventories at the end of the period to goods and materials sold in the period, multiplied by the number of days in the period, 
– average collection period (days) – trade receivables at the end of the period to net revenue for the period, multiplied by the number of days in the period, 
– average payment period (days) – trade payables at the end of the period to net revenue from sale of products, goods and materials for the period, multiplied by the 

number of days in the period. 
 

The financial ratios are primarily affected by: 

 greater loss incurred by the Redan Group; 

 higher inventories and trade payables. 
 
As a result, although liquidity ratios declined, they remained at a satisfactory level, which confirms that the 
Group’s liquidity position is under control. The inventory cycle lengthened, which resulted from the fact that no 
sales growth was reported, while inventories increased due to the expansion of the store network. As a result, 
the average payment period was also extended. Profitability ratios deteriorated as a consequence of the 
Group's weaker performance in H1 2017. 

3. The Redan Group's profit/loss by distribution channels 
The table below presents the profit earned/loss incurred by individual distribution channels of the Redan 
Group in H1 2017. 

Table 12. The Redan Group’s statement of comprehensive income in H1 2017 by distribution channels 

PLN thousand Discount Fashion 
Administrative 

expenses and non-
operating activities 

The Redan Group 

Revenue 168,537 115,014 0 283,552 

Gross profit/(loss) 72,559 50,922 0 123,481 

Gross margin 43.1% 44.3% 0.0% 43.5% 

Distribution costs and administrative 86,568 50,520 282 137,370 
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expenses 

Profit/(loss) on sales -14,009 402 -282 -13,889 

Gross margin on sales -8.3% 0.3% 0.0% -4.9% 

Net other income/expenses -204 7 -1 -198 

Operating profit/(loss) -14,213 409 -283 -14,087 

EBIT margin -8.4% 0.4% 0.0% -5.0% 

EBITDA -10,051 1,212 378 -8,461 

Net finance income/costs -419 -1,191 -64 -1,674 

Profit/(loss) on leaving the Group 12 0 0 12 

Profit/(loss) before tax -14,620 -782 -347 -15,749 

Pre-tax margin -8.7% -0.7% 0.0% -5.6% 

 

Discount segment (TXM network) – results of the TXM Group, which operates the network of TXM discount 
stores, adjusted for Redan S.A.’s margin on the sale of goods to TXM S.A. and the cost of sales from Redan to 
TXM. 
Fashion segment (Top Secret, Troll and Drywash brands) – sales and margin attributable to the Top Secret, 
Troll and Drywash brands in Poland and abroad, online stores, cost of operating retail stores and direct 
distribution channels, full cost of design, purchases, marketing and logistics related to those brands, margins 
and cost of sales from Redan to external customers.  
Administrative expenses and non-operating activities – Redan S.A.’s administrative expenses and costs of 
transactions which are not related to the core business of the Redan Group, i.e. the sale of clothing. 
 
Because the transactions related to individual distribution channels may occur at  
different Redan Group companies, relevant data on sales, margins and costs is presented in accordance with 
the rules of consolidation of financial statements.  

 

Performance of the discount segment 

“Inexpensive and fashionable clothes for the whole family” 

In H1 2017, the Group suffered a significant loss in the discount segment, which has not occurred for many 
years. The direct cause of the loss was lack of sales growth, which was expected to occur following the rapid 
expansion of retail space, which was up by 21% year on year at the end of June. The store network was 
expanded in line with the Group's strategy for the discount segment. The increase in the number of stores 
resulted in higher costs. In H1 2017, the costs were not covered by the margin, which should have been earned 
in connection with the expected sales growth. 

Stalled sales growth resulted from improper stocking of stores caused by irregularities in the operation of the 
new management system and delayed supplies.  

In the Management Board’s opinion, the causes of insufficient sales growth were internal, attributable to TXM. 
The market environment is favourable – the discount clothing market has been growing. Also, no significant 
changes occurred with respect to competition in the market, which would justify such a large decline in TXM 
performance. The Management Board believes that this makes it easier to reverse the negative developments.  
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Table 13. Selected items from the statement of comprehensive income related to the discount segment 
for H1 2017 and H1 2016 

PLN thousand H1 2017 H1 2016 
Change 

(%)  
Change (Δ)  

Revenue 168,537 167,933 0.4% 604 

Gross profit/(loss) 72,559 71,148 2.0% 1,411 

Gross margin 43.1% 42.4%   0.7% 

Distribution costs and administrative expenses 86,568 65,291 32.6% 21,277 

Profit/(loss) on sales -14,009 5,857 -339% -19,866 

Gross margin on sales -8.3% 3.5%   -11.8% 

Net other income/expenses -204 -163 -25% -41 

Operating profit/(loss) -14,213 5,694 -350% -19,907 

EBIT margin -8.4% 3.4%   -11.8% 

EBITDA -10,051 8,143 -223% -18,194 

Net finance income/costs -419 -272 54% -147 

Other gain/(loss) – leave from the Group 12 0 - 12 

Profit/(loss) before tax -14,620 5,422 -370% -20,042 

Pre-tax margin -8.7% 3.2%   -11.9% 

In H1 2017, the Redan Group’s discount segment suffered a gross loss of PLN 14.0m, which directly resulted 
from the fact that revenue grew at a slower pace than the Group’s operating expenses, which were driven by 
the expansion of retail space and the scale of operations.  

 

 Expansion of the store network 

The table below presents the changes in retail space and number of TXM stores in the last two years. 

Table 14. Changes in the TXM Group’s store network in 2016−2017 

    
31st Dec 
2015 

30th Jun 
2016 

31st Dec 
2016 

30th Jun 
2017 

31st Dec 
2017 

Poland 
Retail space 73,820 77,140 84,475 86,598 89,148 

Number of stores 338 344 359 354 358 

Romania 
Retail space 1,282 3,678 11,472 14,208 16,892 

Number of stores 4 10 30 37 43 

Slovakia 
Retail space 1,208 1,183 1,994 2,132 1,782 

Number of stores 5 5 7 7 8 

Czech 
Republic 

Retail space 2,360 2,635 2,447 0 0 

Number of stores 9 10 9 0 0 

Total 
Retail space 78,670 84,636 100,388 102,938 107,822 

Number of stores 356 369 405 398 409 
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A particularly rapid development of the store network took place in H2 2016, when the floor area of stores 
in Poland increased by 7,335 m2 (i.e. by 10%) and in Romania – by 7,794 m2 (i.e. by 212%). The majority of 
the new stores have a large floor area of approximately 350 m2. In 2017, due to falling sales, the expansion 
of the network temporarily slowed down. It can be observed that in H2 2016 in Poland, despite lower 
number of stores, the retail space was growing. This was related to the transfer of smaller stores from 
locations on the street, which are slowly losing their significance in commercial terms, to new modern 
shopping centres, such as retail parks or local shopping malls. 
 

 Reasons for a slump in revenue  

What most significantly weighted on the financial performance in H1 2017 was a decline in comparative 
store sales (down 17.1% year on year) and average sales per square metre of retail space. This shows that 
negative performance is not attributable to new stores, but problems affecting all stores, including those 
with a long history.  
Sales were mostly affected by incorrect stocking of stores.  
Improper stocking consisted of:  

o insufficient deliveries of goods from warehouses to stores (in February and March), which resulted 
in insufficient quantities of stock in stores;  

o wrong deliveries of goods to stores, and  
o delays in the delivery of goods to stores. 

These problems resulted from:  
o incorrect operation of the new management support system implemented in February 2017  

In particular, in the first period (February and March of 2017) the new solutions did not make it 
possible to issue documents for the part of goods dispatched from the warehouse. This problem 
was solved at the end of March. For several months, due to the improper operation of interfaces, 
the information on stock levels at stores and the sales margin was not fully reliable.  
Currently, the system works properly with respect to key business processes. However, the 
reporting function does not yet provide all the data necessary to fully ensure proper management. 
Also, the mechanism for the automatic generation of orders for the warehouse to dispatch goods 
to stores has not yet been implemented. 

o delays in deliveries of goods from suppliers 
Higher retail space results in more goods displayed at stores. Failure to meet sales targets 
associated with the expansion of retail space caused an increase in liabilities to suppliers for goods 
supplied, including past due liabilities. For TXM this was an unusual situation, as the company has 
been a very reliable counterparty and it did not have in place any relevant procedures for 
maintaining relationships with trading partners in such circumstances. In effect, some suppliers 
limited or temporarily suspended the supply of goods. 
At present, TXM remains in contact with suppliers and negotiates debt repayment schedules. In the 
majority of cases the Company is not subject to any restrictions regarding the purchase of goods. 

 
The consequences of these problems included: 

o deficiencies in stock replenishment between February and mid-April; 
o inefficient stocking of the chain stores – they were stocked with available goods, but lack of up-to-

date information on stock levels sometimes caused goods to not be supplied to the stores which 
should have received them; 

o after a period of insufficient supplies, in late March and early April the stores received excessive 
supplies of delayed spring collections, which should have been delivered in February and early 
March, and at that time the sales period was slowly coming to an end; 
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o a significant delay in the availability of the spring-summer offering, especially in Romania, as well 
as reduced possibility of displaying it; 

o unavailability of the offer relevant for the season and its incompleteness resulted in a lower 
number of customer visits to stores and a lower number of transactions. 

 
The chain stock replenishment procedures are being optimised. At present, supplies are made on an 
ongoing basis. A new sales campaign was launched in June, on a much larger scale than last year, which is 
aimed at the partial reselling of seasonal offerings and making display space available for items for the next 
season. Thanks to the campaign, in July a clear year-on-year increase in sale was recorded (up 14%), but it 
was still lower than the growth of retail space (up 21%). Sales, though not on such a large scale, will 
continue in the coming months. 
 
Promotional activity has also been stepped up to boost customer visits to stores. We have used proven 
methods, although with greater intensity. 
 

 Improved percentage margin 

A cause for optimism is the margin on sales. A strategic change in the structure of purchases involving an 
increased share of merchandise purchased directly from foreign suppliers has been implemented as 
planned. In H1 2017, the share of imported goods in total sales reached about 21%, which is approximately 
11% higher than the year before. Margin generated on these goods is several percentage points higher 
than on goods purchased in Poland.  
 

 Higher costs 

The increase in costs mainly resulted from:  
o PLN 10.0m rise in operating expenses attributable to the store network in Poland (up 23% year on 

year), including PLN 6.5m related to the operation of new stores in Poland and an increase of PLN 
3.5m in network cost per square metre (up 7%), which chiefly resulted from the growing share of 
new stores in higher rent locations;  

o PLN 6.9m increase in the operating expenses attributable to activities abroad (in Romania and 
Slovakia) (up 267%), caused by the expansion of the retail network (up 347%), with concurrent 
drop in average cost per square metre of stores; 

o PLN 1.9m growth in costs of logistics (up 35%), which were directly inflated by the expansion of the 
retail network the need to ensure proper stock levels. The increase is mainly reflected in salaries 
and wages (PLN 1m) and the cost of rental of logistics facilities related their expansion (up PLN 
0.6m). 

 

 Withdrawal from the Czech market  

On 31st December 2016, ten TXM stores were operated in the Czech Republic. The whole previous year 
ended with a PLN 2.4m operating loss suffered in this market. Due to the ineffectiveness of business 
reorganisation aimed at rising sales and reducing costs (the loss from operations in the Czech Republic 
amounted to PLN 1.2m in H1 2017), in May 2017 the Group decided to discontinue its activities in this 
market. From June 2017, the Group’s performance is not affected by the costs or losses related to 
operations in the Czech Republic. In H2 2016, the Group incurred a loss of PLN 1.4m in this market. 
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In the opinion of the Management Board, the current situation – a drop in sales – is caused by the Company’s 
internal factors rather than the external environment. The clothing discount market is still the fastest growing 
segment of the clothing industry.  

At present, it is of paramount importance to restore optimum stock levels across the sales network and rebuild 
the sales potential and offers that customers look for and expect. More aggressive sales efforts, transfer of 
merchandise between stores and a revision of plans with respect to sale, purchase and supply of merchandise 
– all these measures are focused on the achievement of that objective. The percentage margin and the 
changing structure of purchases prove that there is growth potential in that area, and the Group is committed 
to using it.  

 

Performance of the fashion segment 

 

 

“Best fashion world to express yourself” 

In the fashion segment, both quarters of H1 2017 were clearly different in terms of performance. Q1 2017 saw 
an improvement in profit before tax by PLN 0.9m year on year, while in Q2 2017 profit was considerably higher 
year on year – up PLN 3.1m. The result before tax for the entire H1 2017 improved by PLN 4.0m compared with 
the corresponding period of the previous year.  

Table 15. Selected items from the statement of comprehensive income related to the fashion segment for 
H1 2017 and H1 2016 

PLN thousand H1 2017 H1 2016 
Change 

(%)  
Change (Δ)  

Revenue 115,014 117,606 -2.2% -2,591 

Gross profit/(loss) 50,922 49,057 3.8% 1,865 

Gross margin 44.3% 41.7%   2.6% 

Distribution costs and administrative expenses 50,520 55,283 -8.6% -4,763 

Profit/(loss) on sales 402 -6,226 106% 6,628 

Gross margin on sales 0.3% -5.3%   5.6% 

Net other income/expenses 7 3 133% 4 

Operating profit/(loss) 409 -6,223 107% 6,632 

EBIT margin 0.4% -5.3%   5.6% 

EBITDA 1,212 -5,379 123% 6,591 

Net finance income/costs -1,191 1,470 -181% -2,662 

Gain/(loss) on restructuring unprofitable stores 0 0 - 0 

Profit/(loss) before tax -782 -4,752 84% 3,971 

Pre-tax margin -0.7% -4.0%   3.4% 
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In H1 2017, the fashion segment improved its result before tax by PLN 4.0m relative to the same period a year 
before, which means that loss was reduced to PLN 0.8m. It is worth to point out the result for Q2 2017 alone, 
when gross profit/(loss) and the profit/(loss) before tax were significantly improved (respectively, up PLN 4.7m 
and PLN 3.1m year on year). 

Table 16. Selected items from the statement of comprehensive income related to the fashion segment for 
Q2 2017 and Q2 2016 

PLN thousand Q2 2017 Q2 2016 
Change 

(%)  
Change (Δ)  

Revenue 63,896 63,363 0.8% 533 

Gross profit/(loss) 30,718 28,292 8.6% 2,426 

Gross margin 48.1% 44.7%   3.4% 

Distribution costs and administrative expenses 27,151 29,392 -7.6% -2,241 

Profit/(loss) on sales 3,567 -1,100 424% 4,667 

Gross margin on sales 13.1% -3.7%   16.9% 

Net other income/expenses 71 -606 112% 677 

Operating profit/(loss) 3,638 -1,706 313% 5,344 

EBIT margin 5.7% -2.7%   8.4% 

EBITDA 4,047 -1,296 412% 5,343 

Net finance income/costs -854 1,399 -161% -2,253 

Gain/(loss) on restructuring unprofitable stores 0 0 - 0 

Profit/(loss) before tax 2,784 -307 1006% 3,091 

Pre-tax margin 4.4% -0.5%   4.8% 

 

The improved performance in H1 2017 was mainly driven by changes in the collection offered under the Top 
Secret brand, which primarily included: 

 adjusting the collection to different needs of customers of Top Secret stores, thus ensuring its diversity; 

 modifying the collection to ensure its diversity in terms of prices, which range from low prices used in 
marketing communication to relatively high prices in individual product groups, which are justified by 
higher quality of products; 

 introducing the offered collection at stores, in particular in Q2 2017, at the time when customers 
needed it the most; 

 limiting sale of goods from previous seasons. 
Thanks to these factors the average markdown in the period was reduced, leading to an increase in the sales 
margin.  
In addition, the mid-season sale in April and May and the beginning of the sale in June were successful. The 
marketing actions and the scope and amount of markdowns allowed the Group to successfully sell slower 
moving stocks and maintain a high sales margin. 
 
Stalled sales growth in H1 2017 chiefly resulted from the shift of distribution of the Troll brand mainly to e-
commerce. As a result, the brand’s store network was gradually reduced. In H1 2017, revenue recorded at such 
stores decreased by PLN 6m, or 78%, year on year. In the short term, this has an adverse effect on sales 
performance. However, considering that the stock of Troll brand products remained relatively high after the 
end of the season (whose value is higher than the result on the sale of Troll products), the Management Board 
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believes that the change will have a positive bearing on the ability to improve financial performance in the long 
term.  
 
In H1 2017, costs of day-to-day operations were significantly reduced – down by PLN 4.8m. The costs changed 
as a result of:  

 a year-on-year decrease of PLN 1.8m (or 8%) in total franchise fees as a result of the downscaling sales 
of the Troll brand, as referred to above, which was previously carried out only at franchise stores; 

 a decrease of PLN 0.7m in the cost of operating own stores in Poland, caused by reduced average retail 
space of the stores by 11% year on year and 5% higher average cost of their operation per square 
metre. This followed from closing down of unprofitable stores, which combined with higher margin 
resulted in improved performance of this distribution channel by PLN 0.7m; 

 a reduction of logistics costs of PLN 0.8m related to higher efficiency of warehouse processes and 
reduced scale of operations resulting from scaling down traditional distribution channels of the Troll 
brand and lower sales of goods from previous seasons through e-commerce; 

 lower costs of foreign operations by PLN 0.6m due to the reorganisation of companies operating in 
Ukraine; 

 a decrease in IT costs by PLN 0.4m; 

 savings of PLN 0.4m resulting from optimisation of costs of operations at the head office. 
 
The retail space in the fashion segment at the end of June 2017 was 38.9 thousand m2 (286 stores, including 32 
own stores, 244 franchise stores, and 10 multi-brand franchise corners) in Poland and abroad, having 
decreased by about 8% compared to the end of June 2016. In terms of location, these included 231 stores in 
Poland (excluding multi-brand corners) and 45 stores abroad (in Ukraine and Russia).  
 
The positive trends referred to above, observed in H1 2017 with regard to the introduced collection and the 
effectiveness of the sale policy, were continued in July and August 2017. In effect, in these months the sales 
margin further increased, with a positive bearing on performance. Based on such data, the Management Board 
estimates that the Redan Group’s fashion segment will close 2017 with a profit. 
 

Factors which in the Company’s opinion will affect its performance in subsequent periods 
 
The key factors which will affect the Redan Group’s consolidated performance at least in the forthcoming 
quarter include: 

 economic growth and disposable income of customers in Poland and in the countries where the Group 
operates, and the related customers’ propensity to consume; 

 the exchange rate of the Złoty against the USD and CNY (imports) and EUR (purchases of goods and 
rental payments denominated in that currency); 

 change of the exchange rate of the Ukrainian Hryvnia and the Russian Ruble against the Złoty and the 
US Dollar; 

 maintaining by the Redan Group of the existing capacity to purchase goods with deferred payment 
dates;  

 the level of available letter of credit limits and the resulting possibility of imports in the assumed 
volumes and with the assumed structure of the countries of purchase;  

 the progress of reorganisation and restoring the optimum and intended structure of stocks at the retail 
network in the discount segment, which was significantly distorted in the period from February to April 
2017; 
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 the pace of achieving optimum performance and ergonomics of the new SAP integrated management 
support system at the subsidiary TXM; 

 the amount of working capital, including the sale of goods from previous seasons. 

Factors which may affect the operations of the Redan Group 
The growth of the Redan Group in the fashion and discount segment are affected by both external factors, 
which are beyond the Group companies’ control, and internal factors closely related to the retail business.  

Risks related to the Redan Group's business environment 

Risk related to macroeconomic conditions and the slowdown of economic growth in the markets 
where the Group operates 

An important factor for the Redan Group is consumer demand, which is driven primarily by household income 
and debt, unemployment rate, interest rates, consumer sentiment, state budget programmes such as '500+' in 
Poland, exchange rates and political stability in the regions where it operates. There is a risk that if the 
economic conditions deteriorate, as a result of the political situation, the demand for products offered by the 
Redan Group will decline, which may have an adverse effect on the Group’s performance and financial 
standing. The Redan Group partially mitigates the risk of a significant drop in performance due to a decline in 
economic conditions through its diversification strategy under which Redan offers a wide selection of products 
targeted at different customer groups (presence both in the fashion and discount market) in different 
countries. 

Risk related to growing competition  

The Redan Group operates in the clothing market, which is characterised by strong competition with a 
relatively high market saturation. Competition is manifested by, among other things, price and quality pressure, 
the speed of response to changing trends, and the competition for attractive location of stores. There is a risk 
that competition in the market will intensify. Stronger competition may result from: the emergence in Poland 
of new entities, marketing campaigns launched by competitors, potential market consolidation, long-term 
reduction in margins, which the Group will not be able to accept, or rapid organic growth of competitors. This 
applies both to the fashion and discount segment. This results in competition between individual market 
players, which may have an adverse effect on revenue and profitability of the Redan Group.  
This risk is partially mitigated through diversification of the Group's operations in various segments (discount 
and fashion), different countries and distribution channels (development of e-commerce). 

Risk related to changes in customs and tax regulations 

Customs and tax regulations have a significant impact on the Redan Group's operations. Frequent 
amendments, inconsistency and lack of uniform interpretation of tax laws not only in Poland, but also in other 
countries where the Group operates, entail a potential risk of incorrect treatment of legal actions taken by the 
Group and, in effect, incorrect calculation of tax. The current situation related to the planned introduction of 
the "sales tax" or the "Sunday shopping ban", the pace of legislative work and significant changes in the 
proposed regulations are a good example of the possible instability and inconsistency of tax law. If the tax 
authorities question Group companies' tax settlements in connection with the differences or changes in 
interpretations, or inconsistent application of the tax law by various tax authorities, it may result in imposition 
of relatively high penalties or other sanctions. Given that the limitation period for tax claims is relatively long, it 
is particularly difficult to estimate the tax risk, however, in the event of materialisation of such risk this may 
have a material adverse effect on the operations of the Company, its financial standing or performance.  
The Redan Group companies outsource clothing production to, and import clothing from, other countries 
(China, Bangladesh, India, Turkey), whose customs tariffs are subject to regular changes. This increases the risk 
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of incorrect assignment of the relevant customs codes to the imported goods, which may result in incorrect 
calculation of customs duties. In order to minimise the risk, the Group uses specialist software in which 
customs duties are regularly updated, and uses the services of specialised professional customs brokers. The 
Group is also subject to regular tax audits to identify potential risks as early as possible and engages customs 
brokers for the purposes of, among others things, transport of goods to Ukraine and Russia. 

Foreign exchange risk 

The Redan Group's operations relies on outsourcing. The majority of production of Top Secret, Troll and 
Drywash products, and, to a growing extent, of goods sold in the TXM discount chain, is outsourced to 
suppliers from the Far East. As a result, some of the Redan Group's liabilities are denominated in USD or CNY, 
while most of its revenue is generated in the currency of the country where the products are sold (Poland, 
Ukraine, Slovakia, Romania and Russia). A rapid, sudden and unexpected appreciation of the USD or CNY 
against PLN would have an adverse effect on the Redan Group’s financial performance.  
The Redan Group is also exposed to currency risk related to the fluctuations of the PLN/EUR exchange rate. As 
part of its activities involving the operation of networks of retail outlets, retail space is leased at shopping 
centres where rental payments and fees for additional services are usually denominated in EUR. The lease of 
warehouse space for the TXM discount network is also dependent on that exchange rate. The appreciation of 
the euro against the złoty results in higher current costs of maintenance of retail outlets and the logistics 
centre, which may have an adverse effect on the Redan Group’s financial performance. 
In connection with foreign operations carried out by subsidiaries, there is also a risk of changes in local 
currency exchange rates (the Ukrainian Hryvnia, the Russian Ruble, the Romanian Leu, and – due to conducting 
operations in Slovakia – the Euro) against the Złoty, which is the presentation currency of the consolidated 
financial statements. Changes in exchange rates of these currencies against the Złoty will result in exchange 
differences on translating the financial statements of foreign operations into the Złoty.  
The Redan Group monitors the situation on the foreign exchange market on an ongoing basis and, depending 
on its assessment of key trends, makes decisions whether to provide hedging with respect to part or all of its 
open currency positions.  

Risk related to weather conditions 

As its operates in the clothing industry, the Company is exposed to the risk related to weather conditions. It is 
associated with seasonal changes in offered products and their potential irrelevance to weather conditions. 
Fluctuations in the sales margin are also caused by seasonal sales. Unexpected changes in weather conditions 
such as long and warm fall, cool summer, short winter etc. may adversely affect turnover of goods offered in 
stores, cause the need to extend the duration of/postpone sales, make further price reductions etc. The 
occurrence of such seasonal changes may lead to unplanned price reductions, which will result in a lower sales 
margin, excess stocks and higher storage costs. This in turn will affect debt, the efficiency of use of the 
Company's resources, and, in effect, its financial performance. In addition, an increase in stock levels may 
reduce the display and storage space available for new products, resulting in higher working capital 
requirements, which in effect may lead to reduced liquidity. 

Risk of higher costs of labour and employee turnover  

Salaries and wages account for a significant portion of the Redan Group's operating expenses. Other costs 
directly associated with salaries and wages are the costs of services in the form of remuneration paid to agents 
that operate part of stores in the fashion and discount segments, as well as the costs related to employees 
acquired from temporary employment agencies. In recent years, an increase has been recorded in both the 
minimum gross wage (from PLN 1,600 in 2013 to PLN 2,000 in 2017) and the average wage in the national 
economy (from PLN 3,650 in 2013 to PLN 4,047 in 2016).  
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In addition, unemployment has decreased consistently in Poland (the unemployment rate dropped from 13.4% 
in December 2013 to 8.4% in December 2016), which puts pressure on salaries and wages but also makes it 
more difficult to acquire employees from the market. 
Higher labour costs and employee turnover may increase the cost of Redan's operations and temporarily limit 
the availability of or reduce the efficiency of rotating employees, which may adversely affect the Group's 
financial performance. To mitigate this risk, the Company regularly takes relevant measures designed to 
improve work efficiency, maintain attractive bonus and benefit systems based on performance, or eliminate or 
optimise operations that have no benefit to customers. 

Risk of increase in suppliers' manufacturing costs 

The Redan Group outsources clothing production to suppliers located in countries where manufacturing costs 
are lower (including China, Bangladesh and India). At present, the Group cooperates with several dozen 
suppliers who are engaged in the production of clothing under the Group’s brands in the fashion segment (Top 
Secret, Troll and Drywash). Imports of goods for the TXM chain has also grown consistently. Outsourcing makes 
it possible to achieve the assumed diversity of the offering and its adjustment to customer needs, reduce 
manufacturing costs, increase margin and, in effect, improve sales performance. 
Prices in commodity markets are subject to considerable fluctuations resulting from changes in global 
macroeconomic conditions and availability of commodities. Consequently, there is a risk that commodity prices 
may increase, which may affect the cost of clothing production. An additional variable is the cost of labour, 
which is lower than in Poland, but has shown an upward trend.  
This risk applies equally to the Redan Group’s key competitors, because all of them have a similar business 
model in the area of production of goods. 

Risk related to seasonality of sales and margin 

The Redan Group’s business, as in the case of all clothing retailers, is characterised by a strong seasonality of 
sales and sales margin. In the fashion segment (Top Secret, Troll and Drywash brands), percentage margins are 
much higher (sometimes even several times higher) at the beginning of the season (in March–May and in 
September–November) than during sales periods (January–February, July–August). In the discount segment 
(TXM chain), the percentage margin is subject to significantly lower fluctuations. Sales in both markets are 
similar – the highest revenue is generated in the fourth quarter, and the lowest – in the first quarter of the 
year. 
Seasonal changes in demand increase working capital needs and contribute to a growth in inventories. In view 
of such seasonality, we attach particular importance to the efficiency of logistics activities, which are designed 
to reduce as much as possible the time required to make goods available to customers.  

Risk related to changes in fashion trends  

The clothing market is subject to changes in fashion trends, which requires retailers to keep up with them. If 
the choice is mismatched with customers' expectations, it poses a risk of creating distressed inventories or sale 
of products at largely reduced prices. The risk is minimised by ensuring diversity of the offered collections.  
Teams of designers prepare the collection for the upcoming seasons taking into account current fashion trends. 
In addition, the product department monitors the changing trends in fashion on an ongoing basis, making 
necessary adjustments to meet customer needs. Designers consistently enhance their knowledge by 
participating in fashion fairs, keeping up to date with specialist magazines and trend books and information 
available on the internet.  
Across the Redan Group, the risk is further mitigated by diversifying business activities, as changes in fashion 
trends have a considerably lower impact on the discount segment. 
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Risks related to the Redan Group's business 

Risk associated with the long process of clothing production 

As part of its business operations, the Redan Group outsources clothing production for the fashion segment 
(Top Secret, Troll and Drywash brands), mainly to countries in the Far East. The entire production and logistics 
process, beginning from designing the collection to the supply of finished products to stores, lasts nearly a 
year. The Redan Group companies must, at a sufficiently early stage, identify the expected fashion trends and 
customer preferences in the coming seasons, prepare clothing patterns, verify the quality of collection samples 
received from foreign manufacturers, begin production, and provide comprehensive logistics services related 
to supplies. The complexity of the logistics process in the area of production and import of clothing may cause 
delays in delivery of goods, which may adversely affect the effectiveness of the Group's operations.  
In the fashion segment, the risk is mitigated by increasing the share of the fashion collection produced with 
short lead times (several weeks) in Europe. 
Previously, the risk was virtually inexistent with respect to the TXM store network, where most of the products 
were purchased on an ongoing basis from domestic suppliers. At present, the share of direct imports of 
clothing for the TXM chain has been growing. The logistics process is slightly less complex and shorter than in 
the fashion segment due to slightly different products offered, but it generates similar risks. The scale of direct 
imports for the TXM store network is expected to grow consistently. 

Risk of losing trade credit limits offered by suppliers  

In the case of a significant part of purchased goods, the Redan Group's payments to suppliers are deferred. In 
the fashion segment, some Chinese suppliers also use trade credit insurance provided to the Redan Group 
companies by China Export&Credit Insurance Corporation.  
There is a risk that individual suppliers and the insurer referred to above may reduce the limits of trade credits 
offered to the Redan Group companies. The materialisation of this risk on a large scale may result in difficulties 
in acquiring attractive products and reduced liquidity. 
In order to mitigate such risk, the Group remains in contact with numerous suppliers in different countries and 
maintains the best possible relations with them.  

Risk of past due liabilities  

There are instances of late payment of trade payables by the Group companies. The Group remains in direct 
contact with all of its creditors and negotiates new payment deadlines, which often provide for repayments in 
instalments. Any failure to make specific arrangements in individual cases does not entail a significant risk for 
the Group. However, failure to reach an agreement with a greater number of creditors regarding deferral of 
payments may cause significant difficulties in day-to-day liquidity management and may also adversely affect 
financial performance, for instance due to difficulties in ordering or marketing new collections. 
To reduce such risk, the Group companies carry out detailed day-to-day liquidity management activities and 
maintain contact with their counterparties to ensure the best possible exchange of information. 

Risk of inappropriate location of stores  

The Redan Group's growth strategy is based on expansion of its store network. The risk inherent in opening of 
new outlets is that their location may be inappropriate. In such an event, revenue generated by a given store 
may not reach the assumed amount, and may even be insufficient to cover the costs of its operation. 
In the case of own stores, their liquidation involves the loss of expenditure incurred on the adaptation of 
premises and the need to incur high costs related to the termination of long-term lease agreements which are 
usually concluded for a definite term without the possibility of their early termination by the tenant. It cannot 
be ruled out that the stores which were profitable in the past will not generate satisfactory revenue or margins 
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in the future. This may be caused by new and competitive stores being opened in a given area, change in the 
perception of a given location, or improper marketing policy. 

Risk related to termination of franchise and lease agreements 

Franchise agreements related to Top Secret and Troll stores are concluded for an indefinite term and the 
parties have the right to terminate them with a three-month notice period. Termination of a significant number 
of agreements by franchisees in a short period of time could result in a deterioration of the Redan Group's 
financial performance. To prevent that risk from becoming reality, the Group provides ongoing monitoring of 
the franchise market and modifies its franchise offer for potential franchisees to ensure that it always remains 
attractive. 
Termination of a significant number of lease agreements in a short period of time could result in a 
deterioration of the Redan Group's financial performance.  

Risk related to choice management 

A characteristic feature of the Group companies’ business is frequent marketing of new models of products. 
This increases the risk of mismatching the choice with customers' demand, which is affected by such factors as 
weather changes or current consumer trends. 
There is a risk that the volume of purchased goods may be overestimated or underestimated and that they may 
be introduced at stores too late. In the case of overestimation of the volume of purchased goods, the 
possibility of their sale may be limited. This may lead to sale of goods at lower margins or a build-up in 
inventories that lock up capital. Underestimating the volume of goods may result in the inability to meet 
customers' needs and the loss of potential revenue and profit, while it will still be necessary to incur costs of 
maintaining the store network. In the event of late introduction of products at stores, for example they may 
have to be discounted, which may adversely affect the margin. 
The extensive store network of the Redan Group, its variety in terms of store location and floor area of 
individual stores, as well as a wide and diverse offer, also pose significant challenges related to stocks, both in 
the area of purchases and allocation management.  There are a number of risks related to inefficient allocation 
of inventories between stores, which may result in loss of potential revenue and profit, overstocking, or the 
need to sell products at lower margins.  
To mitigate that risk, the Group companies constantly optimise and improve their planning and allocation 
processes. 

Risk related to dependence on management staff  

The Redan Group’s success largely depends on the quality of work of highly qualified management staff, in 
particular Management Board members and senior executives. The loss of key employees may adversely affect 
the Redan Group's business and financial performance. 
The risk is mitigated by the incentive scheme for key managers as well as constant search for persons who may 
contribute additional know how to the Group's business. 

Risk related to IT systems 

The effectiveness of the Company's activities is dependant, among other things, on the efficiency and reliability 
of operation of the integrated ERP management system, the extensive IT network and the infrastructure 
associated with the online store. Thanks to ongoing upgrades of IT infrastructure combined with 
comprehensive warranty agreements and technical support (cooperation with specialist IT companies) the 
operation of IT systems is highly reliable. Additional security is provided by the application of server solutions 
of reputable vendors, tailored to Redan's specific requirements at the stage of their implementation. 
At present, TXM is at the final stage of implementation of the main ERP management system, replacing the 
previous system. This system is used in such key areas as placement of orders with suppliers, stocking up 



Directors’ Report on the Operations of the Redan Group in H1 2017 

Page 25 of 35 
 

stores, warehouse operations, price management, accounting and controlling. Replacement of the main 
system supporting management in such many areas resulted in a temporary reduction of the efficiency of 
business processes after system launch, even despite the application of deployment procedures recommended 
by vendors. Errors did not appear until after system startup, instead of during the testing phase. 
As of the date of this report, the final stage of the implementation process was underway, which involved 
correction of errors in individual functions, work on system optimisation and its ergonomics.  

Credit risk related to customers 

With respect to franchise (outlets operating in Poland and Ukraine) and agency (agents operating own stores) 
agreements, there is a potential risk of losing the assets under the management of counterparties (goods and 
takings). In wholesale, mainly to foreign customers, the Redan Group companies provide their customers with 
trade credits, thus there is a potential risk of their non-payment. 
The risk is mitigated by the implemented procedures of ongoing monitoring of trade receivables. The majority 
of franchisees are trusted counterparties, and franchise agreements provide for security created over assets, 
including: block of funds in a bank account, bank guarantees, insurance guarantees or mortgages.  

Risks related to the tax strategy 

The Redan Group companies are subject to the risk of not being able to deduct all or part of tax losses from 
prior years. If they do not generate taxable income within the time limit that makes is possible to deduct the 
tax losses, it may be necessary to adjust deferred tax assets and make a downward revision of the consolidated 
financial performance for the current period. 
Although the Redan Group companies did not execute any transactions indicated in the warnings published by 
the Ministry of Finance regarding selected practices of aggressive tax optimisation, it cannot be ruled out that 
during tax inspections the relevant tax authorities may question the completed transactions. In such an event, 
it may not only be necessary to reverse the deferred tax asset, but also pay higher taxes for previous years. 

Risk of breach of credit facility agreements   

As part of its operations, the Group companies execute credit, letter of credit and guarantee facility 
agreements. Each financing agreement provides for a closed list of obligations and events of breach, including:  

 clauses requiring companies to execute transactions with a defined value in specific bank accounts; 

 a covenant to maintain defined financial ratios at a specific level; 

 restrictions on dividend payment; 

 restriction on incurring new debt and encumbrance of assets; 

 non-payment; 

 bankruptcy and/or liquidation of the borrower; 

 insolvency of borrower; 

 seizure of the borrower's assets. 
If an event of breach occurs or if the borrower defaults on its obligations, financial institutions have the right, in 
particular, to: (i) declare the claimed amounts in whole or in part immediately due and payable; or (ii) demand 
additional security for their claims; or (iii) terminate the agreement in full or in part with a 30-day notice, and if 
the debtor may be declared bankrupt – with a seven-day notice; and (iv) increase the margin on the facility. 
The occurrence of each of these events would have an adverse impact on the Group companies’ liquidity and 
may adversely affect the Group's financial performance. 
In order to mitigate that risk, the Group actively communicates with its key financing partners by regularly 
performing all of its reporting obligations and notifying them in advance of any known changes in its business. 
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Risk of insufficient letter of credit facilities 
As part of their operations, some suppliers, in particular from Bangladesh, expect to receive payments for 
supplies through letters of credit. If the Redan Group companies will not have sufficient available letter of 
credit facilities, this may result in delays in or lack of deliveries of part of goods. This in turn may cause lower 
than expected sales, which may adversely affect performance. 
In accordance with the existing import credit and letter of credit facility agreement in the fashion segment, 
HSBC Bank Polska S.A. will open letters of credit until 29th September 2017. Failure to extend the facility term 
or securing the support of other financial partners may have the same consequences as described above. 
The Redan Group conducts negotiations with both HSBC Bank Polska and other potential financial partners to 
ensure the required availability of letter of credit facilities. 

Interest rate risk  

The Redan Group’s financial liabilities (including under bank borrowings, loans and leases) bear interest at 
floating rates based on the WIBOR and LIBOR (with respect to US Dollar) base rate. A significant increase in the 
base rate would cause a deterioration of the Redan Group's financial performance.  

Risk of restrictions on free transfer of TXM shares  

The investment agreement, concluded between Redan and, among others, 21 Concordia 1 s.a. r.l., which 
specifies the terms of the fund’s investment in TXM shares, provides for, among other things, restrictions on 
the transferability of TXM shares. In accordance with the investment agreement, each of the shareholders who 
are parties to the agreement undertook not to encumber the company’s shares in a period of five years from 
the agreement date, without a prior written consent of the remaining shareholders, except in special cases 
provided for in the investment agreement (such consent is not required in particular in the case of 
encumbrance of the shares by Redan S.A. or TXM S.A. in order to secure the obtained debt financing, provided 
that the value of such security does not exceed 50% of the value of the shares). 

Risk of payment of compensation or contractual penalties resulting from the TXM share sale 
agreement 

In the investment agreement concerning the acquisition of TXM shares by 21 Concordia 1 s.a. r.l., Redan and 
TXM made a number of warranties regarding TXM S.A.'s corporate affairs, real property, assets, transactions 
with associates, concluded contracts, off-balance sheet liabilities, employees, financing, intellectual property, 
court proceedings, insurance, administrative decisions, environmental protection measures and liability for 
hazardous products, financial statements, taxes, personal data, as well as warranties regarding the shares in 
TXM S.A. These warranties did not differ from those commonly made for market transactions of this type. 
If the warranties referred to above prove to be untrue, the Company, and in certain cases also TXM, may be 
obliged to pay compensation to 21 Concordia 1 s.a. r.l. under the terms specified in the investment agreement. 
The Company used its best efforts to draft the warranties included in the investment agreement, which 
minimises the risk of payment of any compensation or contractual penalties. 

4. Additional information 

Customers 
In H1 2017, retail sales accounted for 91.4% of the Redan Group's revenue. In the opinion of the Management 
Board, the Redan Group is not dependent on any of its customers.  

Suppliers 
The Group consistently made most of its purchases for the fashion segment in the Far East, trying to build a 
diverse network of suppliers in that region. The Group selects its Polish and European suppliers to ensure that 
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its counterparties guarantee the expected quality of production and service at acceptable cost. The majority of 
the Group's purchases for the discount segment were made from Polish suppliers – producers or importers. 
However, it should be pointed out that the share of direct imports in H1 2017 has grown rapidly, which is a 
consequence of the implemented procurement strategy. 
The Redan Group has extensive experience in allocating production to manufacturers whose quality for value 
ratio is relevant for the target customer groups of individual brands.  
According to the Management Board, the Redan Group is not dependent on any of its suppliers. 

Court proceedings 
As of 30th June 2017, the Redan Group was not a party to any court or other proceedings regarding any 
liabilities or receivables with a total value of at least 10% of its equity. 

Remuneration of key management personnel 
Information on remuneration, bonuses and benefits, including under incentive and bonus schemes based on 
Redan S.A.’s shares, paid to management and supervisory personnel, is presented in Note 17.5 of the 
consolidated financial statements of the Redan Group for H1 2017. The Group does not operate any incentive 
or bonus schemes based on the Company's shares. 

Insurance contracts 
The Redan Group companies are insured under the insurance policies covering: 
1) insurance of current assets: 

a) against fire and acts of God, 
b) against burglary and robbery, 
c) in land transport, 
d) in sea transport; 

2) insurance of property, plant and equipment: 
a) against fire and acts of God, 
b) against burglary and robbery, 

3) insurance of the car fleet, including third-party liability insurance, AC insurance and personal accident 
insurance; 

4) third-party liability insurance. 
 
Insurance policies are concluded for one year and are regularly renewed before their expiry, taking into 
account any changes in the value of the insured property.  

Redan S.A.’s shareholder agreements with a bearing on the Redan Group’s operations 
The Company is not aware of any agreements to which Redan S.A.’s shareholders are parties and which could 
have a material effect on the Company's or the Redan Group’s business. 

Loans, borrowings, sureties and guarantees 

The Redan Group’s bank borrowings 

Information on the financial debt of the Redan Group companies as of 30th June 2017 was disclosed in Notes 14 
and 14.1 to the consolidated financial statements of the Redan Group for H1 2017.  

Loans advanced by the Redan Group companies 

The value of intragroup loans advanced by Redan S.A. at the end of June 2017 is described in detail in Note 32 
to the consolidated financial statements of the Redan Group. 
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Sureties and guarantees 

As of 30th June 2017, Redan S.A. and Top Secret Sp. z o.o. had not provided any sureties or guarantees with a 
value of more than 10% of Redan S.A.’s equity.  

Table 16.   Sureties provided by related parties to Redan S.A. at s of 30th June 2017  

Related party 
providing a  
surety to Redan 
S.A. 

Type of 
relation 

Scope Financial 
terms 

Amount  Maturity 
date* 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 15,992.30 30th 
December 
2018 
 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 80,543.47 
 

30th 
December 
2018 
 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 
388,419.48 

30th 
December 
2018 
 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan 

Liabilities to 
Bank Zachodni 
WBK S.A. 

Surety 
provided 
against a 
consideratio
n 

PLN 
2,700,000** 

5th February 
2016 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 
189,498.56 

31st January 
2019 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 63,125.59 31st March 
2019 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 45,532.25 20th 
September 
2018 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan S.A. 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 

PLN 57,492.9 23rd October 
2018 
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consideratio
n 

Top Secret Sp. z 
o.o. 

Subsidiary of 
Redan 

Liabilities to 
Orix Polska Sp. 
z o.o. 

Surety 
provided 
against a 
consideratio
n 

PLN 9,221.26 23rd 
November 
2018 

 
*the maturity dates of sureties are the dates specified in relevant agreements as the final repayment dates of liabilities under Redan 

S.A.’s borrowings 
**the maximum limit of the overdraft facility, guarantee and documentary letter of credit facility available to Redan S.A. 

Table 17.   Sureties provided by related parties to Top Secret Sp. z o.o. at 30 June 2017  

Related party 
providing a  
surety to Top 
Secret Sp. z o.o. 

Type of 
relation 

Scope Financial 
terms 

Amount  Maturity 
date* 

Redan S.A. Main 
shareholder 

Liabilities to 
Raiffeisen-
Leasing Polska 
S.A. 

Surety 
provided 
against a 
consideratio
n 

PLN 
577,949.22 

1st June 2019 
 

Redan S.A. Main 
shareholder 

Liabilities to 
Raiffeisen-
Leasing Polska 
S.A. 

Surety 
provided 
against a 
consideratio
n 

PLN 
100,161.51 

 

1st July 2019 
 

 

Issue, redemption and repayment of equity and non-equity securities 

No equity or non-equity securities were issued, redeemed or repaid by Redan in H1 2017. 

Related-party transactions 
For information on related-party transactions, see Note 17 to the consolidated financial statements of the 
Redan Group for H1 2017.  
All transactions between the Company and its related parties in the reporting period were executed on arm’s 
length terms. 

Seasonality or cyclicality in the Company’s business during the reporting period 
The Redan Group’s business, as in the case of all clothing retailers, is characterised by a strong seasonality of 
sales and sales margin. In the fashion segment, percentage margins are much higher (sometimes even several 
times higher) at the beginning of the season (in March–May and in September–November) than during sales 
periods (January–February, July–August). The situation is quite different in the discount segment (the TXM 
textilmarket chain), where the percentage margin remains virtually flat over the year.  
Sales in both markets are similar – the highest revenue is generated in the fourth quarter, and the lowest – in 
the first quarter of the year. 
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Workforce 

Table 18. Workforce at the Redan Group at the end of June 2017 and June 2016 

Number of employees 30th Jun 2017 
 

30th Jun 2016 

FTEs  1417  1118 

Average annual number of employees  1426  1120 

 

Research and development achievements 
The Redan Group did not conduct any research and development work. 

Environmental impact 
The Redan Group companies did not monitor their environmental impact. 

Dividend 
In H1 2017, no dividend was paid or declared by the Company. 

Events subsequent to the end of the reporting period 
On 3rd July 2017, TXM entered into the following agreements with ING Bank Śląski S.A. of Warsaw (the “Bank”): 
(i) credit facility agreement (the “Agreement”), (ii) agreement on a pledge over a set of assets or rights 
representing merchandise with a value of at least PLN 17,900,000, located in stores in Poland operated by the 
Borrower, and (iii) agreement on assignment of rights under the insurance policy with respect to merchandise 
pledged under the pledge agreement referred to above. 
 
Apart from the above, no other significant events occurred that would affect the Redan Group’s operations. 

Organisation of the Redan Group 

Changes in the Redan Group’s structure 

In H1 2017, Adesso TXM s.r.o. operating in the discount segment in the Czech Republic was sold to a non-
Group buyer. 

Redan S.A. and its subsidiaries form the Redan Group. The key Group companies are: 

 Redan S.A. – the parent – carries out logistics operations (logistics centre in Łódź is operated by Loger Sp. z 
o.o.) for the fashion segment (Top Secret, Troll and Drywash brands) and coordinates the growth of 
foreign operations. However, it focuses more and more on the Group’s management, implementation of 
IT projects and centralisation of highly specialised services provided to the Group companies;  

 TXM S.A. – operates a network of TXM textilmarket retail stores and the www.txm.pl online store. In 
manages the selection, purchase and sale of goods, the locations of the chain stores and carries out store 
adaptation work on its own. It has a warehouse and logistics centre in Mysłowice (operated by Adesso Sp. 
z o.o.) for TXM textilmarket stores; 

 Top Secret Sp. z o.o. – a company managing the brands in the fashion segment (Top Secret, Troll and 
Drywash), responsible for design work, purchase and sale of goods; it also operates a chain of retail stores 
in Poland and carries out online sales through www.topsecret.pl. 

 Beta-Reda-Ukraina T.O.W – a Ukrainian company through which sales at all fashion stores are carried out 
in Ukraine; 

 Redan Moscow OOO – a Russian company through which sales at all fashion stores are carried out in 
Russia; 

http://www.txm.pl/
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 Adesso Slovakia s.r.o. – a Slovakian company through which sales at TXM textilmarket chain stores are 
carried out in Slovakia; 

 Adesso TXM Romania s.r.l. – a Romanian company through which sales at TXM textilmarket chain stores 
are carried out in Romania. 

 
Other Redan Group companies include: 

 retailers whose activities are instrumental to the Group's business, i.e. their principal business consists in 
the operation of retail stores of the Redan Group’s fashion and discount brands; 

 companies incorporated in Cyprus, which are also instrumental to the Group’s operations, i.e. their 
business consists in implementation of projects related to financing and organisation of the Group’s 
operations. 

The Group’s organisational chart is presented on the next page. 
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Diagram 1. Structure of the Redan Group as of 30th June 2017 
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Consolidated subsidiaries 
 
The consolidated financial statements incorporate the financial statements of Redan S.A. and its subsidiaries. 
Subsidiaries are consolidated starting from the date when Redan gains control over them and cease to be 
consolidated when control is lost.  
As of 30th June 2017, the following companies were consolidated: REDAN S.A. as the parent, subsidiaries: TXM 
S.A., Top Secret Sp. z o.o.,  Adesso Sp. z o.o., Adesso Slovakia s.r.o., Adesso Romania s.r.l., ACB Sp. z o.o., 
Perfect Consument Care Sp. z o.o., TXM Beta Sp. z o.o., Adesso Consumer Acquisition Sp. z o.o., Krux Sp. z o.o., 
Kadmus Sp. z o.o., T.O.W. Beta Reda Ukraina, O.O.O. Redan Moskwa, O.O.O. Top Secret RS, Loger Sp. z o.o., 
Lunar Sp. z o.o., R-Moda Sp. z o.o., R-Style Sp. z o.o., R-Shop Sp. z o.o., R-Trendy Sp.  z o.o., R-Fashion Sp. z o.o., 
R-Line Sp.  z o.o., R-Colection Sp. z o.o., Gravicinta Ltd, and Raionio Ltd.  
 

Management and supervisory bodies 

Changes in the composition of the Company’s management and supervisory bodies in the reporting 
period 

 
As of 30th June 2017, the Management Board of Redan S.A. was composed of: 
 

 Bogusz Kruszyński – President of the Management Board, authorised to represent the Company acting 
independently 
 

In the reporting period, there were no changes in the composition of the Management Board of Redan S.A.  
 
As of 30th June 2017, the Company's Supervisory Board was composed of: 

 Sławomir Lachowski – Chairman of the Supervisory Board 

 Leszek Kapusta – Deputy Chairman of the Supervisory Board 

 Piengjai Wiśniewska – Member of the Supervisory Board 

 Monika Kaczorowska – Member of the Supervisory Board 

 Jacek Jaśkiewicz – Member of the Supervisory Board 
 
By the date of preparation of this additional information, there were no changes in the composition of Redan 
S.A.'s Supervisory Board. 
 
On 29th June 2017, the General Meeting of Redan S.A. granted discharge to members of the Supervisory and 
Management Boards in respect of performance of their duties in the financial year 2016.  
 
By the date of preparation of this additional information, there were no changes in the composition of Redan 
S.A.'s Supervisory Board. 

Shares in Redan S.A. and in its related entities held by Management Board members 

At the date of this report, no Redan S.A.'s shares were held by members of the Company's Management Board.  
The wife of Bogusz Kruszyński, the President of the Management Board of Redan S.A., holds 186,020 ordinary 
bearer shares of the Company. 
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Shares in Redan S.A. and in its related entities held by Supervisory Board members 

The table below presents the number of Redan shares held by Supervisory Board members at the date of this 
additional information.  

Table 19. Number of Redan S.A.’s shares held by Supervisory Board members 

   30th Jun 2017   28th Aug 2017  

Jacek Jaśkiewicz 30,000 30,000 

Leszek Kapusta 313,765 313,765 

Piengjai Wiśniewska (together with Ores Sp. 
z o.o.) 

2,031,635 2,031,635 

 
Members of the Supervisory Board do not hold any shares in consolidated related parties of Redan S.A. 

Agreements between the Company and its management personnel providing for compensation in 
the event of resignation or dismissal 

In accordance with the terms of appointment of the Redan Management Board members in the event of their 
dismissal from their positions or if they are not reappointed to the Management Board of the next term, they 
are entitled to a severance pay equal to their base salary for six months. Redan did not conclude any 
agreements with any member of the management personnel under which they would receive compensation in 
the event of their resignation or dismissal without a valid reason, or when their resignation or dismissal is 
caused by acquisition of the Company and its merger into another company. 

Shareholders 
The table below presents the list of shareholders holding more than 5% of shares in Redan S.A. at the date of 
preparation of this additional information. 

Table 20. List of shareholders holding 5% or more of Redan S.A.’s shares at the date of this report 

Shareholder 
Shareholder 
agreements 

Number of 
shares 

% of share 
capital 

Number of 
votes 

% of 
total 

vote at 
the 

Annual 
General 
Meeting 

Radosław Wiśniewski together with a 
subsidiary Redral Sp. z o.o. Sp. k. 

P_9 May 2016 21,080,474 59.03% 25,785,274 63.26% 

Piengjai Wiśniewska together with a 
subsidiary Ores Sp. z o.o. 

P_9 May 2016 2,031,635 5.69% 2,031,635 4.98% 

Other shareholders that are parties 
to the agreement of 9 May 2016 
(Teresa Wiśniewska) 

P_9 May 2016 140,000 0.39% 140,000 0.34% 

Free Float n/a 12,457,135 34.89% 12,802,335 31.42% 

TOTAL 
 

35,709,244 
 

40,759,244 
 

Description on shareholder agreements: 

 P_9 May 2016 
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On 9th May 2016, the shareholders – Radosław Wiśniewski, Piengjai Wiśniewska, Teresa Wiśniewska, Redral 
spółka z ograniczoną odpowiedzialnością sp.k. of Łódź, and Ores Sp. z o.o. of Łódź, entered into an agreement 
on, among other things, voting in concert at the Company’s General Meeting, as referred to in Art. 87.1.5) of 
the Public Offering Act of 29th July 2005 (Dz. U. of 2013, item 1382, as amended), which was described in detail 
in Current Report No. 10/2016 of 10th May 2016 and Current Report No. 30/2016 of 21st June 2016. 
 

Treasury shares held by REDAN S.A., the Group companies and persons acting on their 
behalf 
No Company shares were held by Redan S.A., the Group companies and persons acting on their behalf. 

5. Management Board's representation 
The Management Board represents that, to the best of its knowledge, the consolidated financial statements 
and the comparative data have been prepared in compliance with the applicable accounting standards and give 
a true, fair and clear view of the Redan Group’s assets, financial position and performance, and the Directors’ 
Report on the Operations of the Redan Group gives a true view of the development, achievements and 
situation of the Group, including the description of key risks and threats. 
 
The Management Board represents that the auditor of the consolidated financial statements was appointed in 
compliance with the applicable laws, and that both the auditing firm and the qualified auditors who performed 
the audit met the conditions required to issue an impartial and independent auditor's opinion and report, in 
accordance with the applicable laws and professional standards. 
 
 
Łódź, 28th August 2017 

 
 

................................................................. 
Bogusz Kruszyński – President of the Management Board 


