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I. General information  
Name:    Redan 
Legal form:    joint stock company 
Entry in the National Court Register (KRS): 000039036, District Court for Łódź Śródmieście in 

Łódź, 20th Commercial Division 
Tax Identification Number (NIP):     725-10-17-332 
Industry Identification Number (REGON):     471127885 
Share capital:  35,709,244  
 

II. Redan’s activities  

1. Business overview 

In 2017, the primary business of Redan consisted in: 

1) logistics operations related to import of merchandise and support for Top Secret, Troll and 

Drywash distribution channels; 

2) centralisation of highly specialised functions at the Redan Group and sale of related services. 

 

The above functions performed by Redan S.A. are closely reflected in its asset structure. Its main 

assets include shares in subsidiaries:  

1) TXM S.A. (previously Adesso S.A.) – operating the TXM textilmarket discount store network; 

2) Top Secret Sp. z o.o. – operating on the fashion market in Poland; 

3) Delta Ukraina and Redan Moskol – carrying out activities related to the fashion segment in 

Ukraine and Russia. 

The second largest item of assets are inventories in the fashion segment related to the logistics 

support provided to the business.  

 

2. Redan S.A.’s sales structure 

 
In 2017, Redan S.A.’s revenue fell by 19.4%, relative to 2016, to PLN 153.9m. The sales to related 

entities grew by 1.3%, to PLN 142.3m. The table below presents Redan’s sales by region. 

Table 1. Redan’s sales by region in 2017 and 2016  

  2017 Share 2016 Share Change 

Poland 131,659 85.5% 169,039 88.5% -22.1% 

foreign markets 22,316 14.5% 21,920 11.5% 1.8% 

Total sales 153,975   190,959   -19.4% 
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Most of the sales is carried out in Poland, whose share in total sales reduced slightly Market from 

88.5% in 2016 to 85.5% in 2017.  

A significant part of Redan S.A.'s revenue is generated from the sale of services, mainly specialist 

support services provided to its subsidiaries in the area of IT, financial analysis and settlements, legal 

and HR services. In addition, the Company subleases part of its properties to the Redan Group 

companies. Details are shown in the table below. 

Table 2. Redan’s sales by goods and services in 2017 and 2016  

  2017 Share 2016 Share Change 

Sales of goods 146,465 95.1% 183,270 96.0% -20.1% 

Sale of services 6,825 4.4% 7,019 3.7% -2.8% 

Sublease of property 685 0.4% 669 0.4% 2.3% 

Total sales 153,975   190,959   -19.4% 

 

3. Customers 

Given Redan S.A.’s role in the Redan Group, most of the Company’s sales (92%) is carried out to its 

subsidiaries. Details are shown in the table below. 

Table 3. Redan S.A.’s sales by customers in 2017 and 2016 

  2017 Share 2016 Share Change 

related parties 142,352 92.5% 175,887 92.1% -19.1% 

unrelated parties 11,623 7.5% 15,071 7.9% -22.9% 

Total sale of goods 153,975   190,959   -19.4% 

 

The largest customer is Top Secret Sp. z o.o., a wholly-owned subsidiary of Redan, which is 

responsible for the management of the Redan Group’s fashion business. The subsidiary accounted 

for 75% of total sales. Other major customers of the Company in terms of sales value were other 

members of the Redan Group: TXM S.A., Redan Moskol and Delta Ukraina.In the second quarter of 

2017, TXM S.A. launched its own import activities, as a result of which sales to the subsidiary over the 

entire year decreased significantly, and in the second half of 2017 they were marginal. 

 

The only customer that had a major impact on the financial position of Redan S.A. was Top Secret Sp. 

z o.o., a subsidiary of Redan S.A.  

In the opinion of the Management Board, the Company is not dependent on any of its unrelated 

customers. 

4. Suppliers 

The main supplier of Redan S.A. is Top Secret Sp. z o.o. The subsidiary imports goods from Asian 

countries to the borders of the European Union, where they are resold to Redan S.A. Redan S.A. then 

stores the goods, arranges customs clearance and packaging, and delivers them to individual stores 
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as ordered by Top Secret Sp. z o.o. Dispatch of goods from the warehouse involves their sale to Top 

Secret Sp. z o.o. Such circulation of goods results from the limitations of the IT system.  

According to the Management Board, Redan S.A. is not dependent on any of its unrelated suppliers.  

III. Redan S.A.’s financial position  

1. Statement of profit or loss 

The table below presents the analysis of Redan S.A.’s performance in 2017. 

Table 4. Redan S.A.’s statement of profit or loss for 2017 and 2016 (PLN thousand) 

  
2017 2016 Change 

(%) 

[PLN thousand] value structure value structure 2017/2016 

Net revenue from sale of goods and services 153,975 100% 190,959 100% -19% 

Cost of goods sold 136,713 89% 170,899 89% -20% 

Gross profit/(loss) 17,262 11% 20,060 11% -14% 

Gross margin [%] 11.2%  10.5%   

Distribution costs and administrative expenses 21,272 14% 22,273 12% -4% 

Profit/(loss) on sales -4,010 -3% -2,213 -1% -81% 

Gross margin on sales [%] -2.6%  -1.2%   

Other income 610 0% 3,973 2% -85% 

Other expenses 607 0% 633 0% -4% 

Operating profit -4,007 -3% 1,127 1% -456% 

EBITDA -2,387 -2% 2,691 1%  

EBITDA margin [%] -1.6%  1.4%   

Finance income 10,484 7% 5,865 3% 79% 
Finance costs 2,452 2% 11,456 6% -79% 

Profit before tax 4,025 3% -4,464 -2% 190% 

Pre-tax margin [%] 2.6%  -2.3%   

Income tax expense 351  -401  188% 

Net profit/(loss) 4,376 3% -4,865 -3% 190% 

Net margin [%] 2.8%  -2.5%   

 

In 2017, revenue was generated primarily from the sale of goods to subsidiaries, chiefly to Top Secret 

Sp. z o.o., T.O.W. Delta-Ukraina, O.O.O. Redan Moskol and TXM S.A. The remaining sales were mainly 

related to trade with individual entities operating on foreign markets.  

 

The structure of sales of goods is consistent with the strategy for the Redan Group set by Redan S.A. 

which focuses on retail sales of clothing carried out by Redan S.A.’s subsidiaries. 

 

In 2017, distribution costs and administrative expenses decreased by 4%, with sales down by 19%. 

The disproportionate drop in costs stems from the cost structure. Part of the costs, related to logistic 

operations, are variable, but the Company also has fixed costs. 
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Other income in 2017 of PLN 0.6m chiefly resulted from: PLN 0.2m of subsidies from the county 

employment office in Łódź, PLN 0.13m of compensation received, and PLN 0.1m from the reversal of 

impairment losses on Lunar Sp. z o.o. and Just Jeans Sp. z o.o. and other. 

The operating expenses include PLN 0.3m of impairment losses on receivables and PLN 0.2m of trade 

receivables written off. 

 
In 2016, other income mainly represented a reversal of an impairment loss recognised in 2015 on a 

non-performing receivable from Russian counterparties (PLN 5.7m). For its entire claim against the 

Russian counterparties Redan S.A. purchased 100% of amounts due to them from a subsidiary OOO 

Redan Moskol. With the entire transaction, i.e. the reversal of the provision (PLN +5.7m) and 

purchase of amounts due (PLN -3.7m), Redan S.A. reduced its potential loss by PLN 2m. The 

remaining part of other income is mainly attributable to a reversal of an impairment loss on 

receivables from T.O.W. Beta-Reda-Ukraina (PLN 1.4m). 

 

The largest items of finance income in 2017 include: 

 Reversal of an impairment loss on shares in Top Secret Sp. z o.o. of PLN 10.3m. The reversal 

was possible because the results of Top Secret Sp. z o.o. improved considerably in 2017, and 

a subsequent valuation of the subsidiary’s shares indicated the possibility of reversing the 

impairment loss thereon; 

 Positive valuation of forward contracts of PLN 0.7m. 

 

In 2016, finance income mainly included: dividend received (PLN 4.5m) from TXM S.A. and a reversal 

of provisions for performance bonds with respect to lease agreements provided at the request of 

Redan S.A., in respect of which the risk of their use decreased significantly (PLN 0.7m), and a reversal 

of an impairment loss on interest on loans (PLN 0.1m). 

Finance costs reported in 2017 comprise primarily a foreign exchange loss of PLN 1.7m and interest 

expense of PLN 0.6m. 

In 2016, finance costs totalled PLN 11.4m, and mainly included: an impairment loss on shares in Top 

Secret Sp. z o.o. (PLN 10.3m), an impairment loss on shares in Kadmus Sp. z o.o. (PLN 0.3m), and a 

foreign exchange loss (PLN 0.4m). 

 

 

 

2. Statement of financial position 

The table below presents the analysis of the statement of financial position of Redan S.A. 

Table 5. Redan S.A.’s assets as at 31 December 2017 and 31 December 2016 (PLN thousand) 

PLN thousand 

2017 2016 Change 

value structure value structure 2017/2016 

I. Non-current assets 77,587 47% 61,981 36% 25% 

      1. Intangible assets 4,798 3% 4,634 3% 4% 

      2. Property, plant and equipment 4,090 2% 4,618 3% -11% 
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      3. Non-current receivables 0 0% 0 0% 0% 

      4. Long-term investments 60,135 36% 44,566 26% 35% 

      5. Non-current prepayments and accrued 
income 

8,564 5% 8,163 5% 5% 

II. Current assets 88,051 53% 112,152 64% -21% 

      1. Inventories 30,432 18% 32,800 19% -7% 

      2. Current receivables 49,318 30% 74,277 43% -34% 

          including from related parties 37,912 23% 59,154 34% -36% 

      3. Short-term investments 218 0% 141 0% 55% 

      4. Non-current assets held for sale 132 0% 0 0% 0% 

  5. Other 5,942 4% 664 0% 795% 

  6. Cash and cash equivalents 2,009 1% 4,270 2% -53% 

Total assets 165,638 100% 174,133 100% -5% 

 

Total assets as at 31 December 2017 fell by 5% (PLN 8.5m) relative to 31 December 2016.  

The largest changes in assets are related to the improvement of the financial standing and 

performance of Top Secret Sp. z o.o. On the one hand, the value of shares in Top Secret Sp. z o.o. 

held by Redan S.A., stated under long-term investments, increased by PLN 15.6m as a result of: (i) an 

increase in the share capital of the subsidiary, and (ii) a reversal of an impairment loss on those 

shares recognised in 2016 following their valuation, but on the other, Redan S.A.'s short-term 

receivables from Top Secret Sp. z o.o. dropped by PLN 25.0m. 

 

The change under other current assets stemmed from a PLN 5.6m loan advanced to Top Secret Sp. z 

o.o.  

As at 31 December 2017, cash and cash equivalents dropped by PLN 2.3m relative to 31 December 

2016. 

Table 6. Redan S.A.’s equity and liabilities as at 31 December 2017 and 31 December 2016 (PLN 
thousand) 

PLN thousand 

2017 2016 Change 

value structure value structure 2017/2016 

I. Equity 151,635 92% 147,259 85% 3% 

II. Liabilities and provisions for liabilities 14,003 8% 26,874 15% -48% 

    1. Provisions for liabilities 1,735 1% 1,499 1% 16% 

    2. Non-current liabilities 627 0% 1,231 1% -49% 

    3. Current liabilities, including: 11,641 7% 24,144 14% -52% 

supplies of goods and of services 7,758 5% 17,043 10% -54% 

prepayments and accrued income 1,200 1% 2,464 1% -51% 

Total equity and liabilities 165,638 100% 174,133 100% -5% 

  

In 2017, equity increased by PLN 4.4m, driven by higher profit. 

Liabilities and provisions for liabilities fell by PLN 12.9m, or 48%, largely because of a PLN 9.3m drop 

in trade payables. 
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3. Statement of cash flows 

The table below shows Redan S.A.’s statement of cash flows in 2017.  

Table 7. Redan S.A.’s cash flows in 2017 and 2016 (PLN thousand) 

PLN thousand 

2017 2016 Change 

value value 2017-2016 

Net cash from/(used in):     

- operating activities 7,161 254 6,907 

- investing activities -6,664 3,189 -9,853 

- financing activities -2,746 -1,259 -1,487 

Total net cash flows: -2,249 2,184 -4,433 

 
 
In 2017, the balance of the Company’s cash flows from operating activities was positive at PLN 7.2m, 

due to a drop in receivables by PLN 25m, despite a decrease in liabilities by PLN 13m, with 

inventories down by PLN 2.4m. 

Net cash flows used in investment activities result mainly from loans advanced to subsidiaries (in 

particular a PLN 5.6m loan advanced to Top Secret Sp. z o.o.) and capital expenditure incurred on the 

implementation of the ERP business management support system. 

The negative balance of cash flows from financing activities in the amount of PLN 2.7m was primarily 

related to partial repayment of a bank credit facility with HSBC and repayment of interest. 

 

4. Financial ratio analysis 

The table below presents a ratio analysis.  

Table 8. Redan S.A.’s financial ratios in 2017 and 2016 

  2017 2016 

Gross margin on sales -2.6% -1.2% 
Operating margin -2.6% 0.6% 
Net margin 2.8% -2.5% 

Return on assets (ROA) 2.6% -2.8% 

Return on equity (ROE) 2.9% -3.3% 
Current ratio 7.6 4.6 
Quick ratio 4.9 3.3 
Inventory cycle (days) 80.1 69.1 
Average collection period (days) 115.3 140.0 
Average payment period (days) 18.1 32.1 
Operating cycle (days) 195.4 209.1 
Cash conversion cycle (days) 177.3 177.0 
Total debt ratio 0.1 0.2 
Debt-to-equity ratio 0.1 0.2 
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  2017 2016 

Asset-to-equity ratio 0.9 0.8 

 

 
Formulas used to calculate the ratios: 
– margins – the ratio of gross profit, operating profit and net profit for a given period, as appropriate, to net revenue; 
– return on assets (ROA) – net profit / assets at the end of the year, 
– return on equity (ROE) – net profit / equity at the end of the year, 
– current ratio – the ratio of current assets to current liabilities at the end of the period; represents the entity’s capacity 

to finance current liabilities with current assets;  
– quick ratio – the ratio of current assets less inventories to current liabilities at the end of the period; represents the 

capacity to accumulate cash to cover liabilities over a short period; 
– inventory cycle – 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 – short-term 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 – short-term 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; 
– operating cycle – the total of the inventory cycle and the average collection period; 
– cash conversion cycle – the difference between the operating cycle and the average payment period;  
– total debt ratio – the ratio of current and non-current liabilities to total assets; represents the share of external 

financing of the Company's operations; 
– debt-to-equity ratio – total liabilities to total equity; 
– asset-to-equity ratio – equity to total assets; represents the share of equity in financing of operations. 

 

In 2017, gross margin on sales dropped by 1.4 pp due to a higher gross loss year on year. Similarly, 

due to a decline in operating profit/loss, the operating margin decreased by 3 pp, from 0.6% in 2016 

to -2.6% in 2017. ROS and ROA were up: to 2.9% and 2.6%, respectively. ROE improved by 6 pp, on 

the back of the net profit generated in 2017, compared with a net loss incurred in 2016. 

 

Liquidity ratios (current and quick ratios) increased to 7.6 and 4.9, respectively. As at the end of 

2017, the ratios indicate a stable liquidity position of Redan S.A.  

 

Similarly to the average payment period, the average collection period shortened compared to 2016 

as a result of lower receivables and liabilities. The inventory cycle lengthened, as the value of 

inventories remained almost unchanged year on year, while cost of sales decreased. 
 

The indicators measuring the share of external sources in the Company’s business financing structure 

also remained at safe levels. The total debt ratio illustrating the share of external sources in the 

structure of financing of the Company's assets dropped compared to 2016, similarly to the debt-to-

equity ratio. The asset-to-equity ratio increased slightly. 

5. Borrowings and loan agreements  

Liabilities under credit facilities, loan agreements and finance leases are described in Note 31 to the 
separate financial statements of Redan S.A. for 2017 dated 23 April 2018. 
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6. Securities issues 

As at 31 December 2017, Redan S.A. did not have any outstanding notes, including convertible notes, 

and did not issue any such securities in 2017. 

Also, Redan did not carry out any new issue of shares in 2017. 

IV. Strategic assumptions and growth prospects for Redan  

1. Strategic assumptions 

The strategy of Redan S.A. is closely related to the growth of the Redan Group.  

The Redan Group’s mission is to design and sell fashionable, comfortable and quality clothes for 

everyday wear at attractive prices, satisfying the needs of a broad and diverse mid-income customer 

base. 

 

The Redan Group's strategy is based on two assumptions:  

 Business concentration – the Group focuses its operations on designing, marketing and 

distributing of brands of clothing for everyday wear.  

 Offer diversification – the Group operates in two market segments:  

o fashion segment (Top Secret and Troll brands, and Drywash sports brand) 

o discount segment (the Textilmarket network), 

which limits the sensitivity to changes in economic conditions related to any of them.  

 

A detailed description of the strategy for individual segments of the Group is presented in the 

Directors’ Report on the Operations of the Redan Group. 

 

Within the Group, the primary role of Redan S.A. is to provide central highly specialised services to 

Group companies, in particular in the area of IT, financial, legal and HR services, as well as logistic 

support for the fashion segment. 

2. Factors important for Redan S.A.'s growth 

Redan S.A.’s key assets are shares in its subsidiaries: TXM S.A. and Top Secret Sp. z o.o., which 

operate in the Redan Group’s discount and fashion segment, respectively.. In addition, Redan S.A. 

continues to participate in logistics operations related to the fashion business. Therefore, the growth 

of Redan S.A. cannot be considered outside the context of the entire Group.  

The growth of the Redan Group is affected by both external factors, which are beyond the Group’s 

control, and business-related internal factors. 

2.1. Risks related to the Redan Group's business environment 

2.1.1. Risk related to macroeconomic conditions and the slowdown of economic growth in the 

markets where the Group operates 

The Redan Group companies conduct operations in Poland and abroad, i.e. in Russia, Ukraine, 

Slovakia and Romania. Thus, an important factor is consumer demand on those markets, which is 

driven primarily by household income and debt, unemployment rate, interest rates, consumer 
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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, also as a 

result of the political situation, the demand for products offered by the Redan Group companies will 

decline, which may have an adverse effect on their performance and financial standing. Redan 

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. 

2.1.2. 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 that prepare the collection for the upcoming seasons always take into account 

the changing fashion trends, adjusting the products to the needs of target groups of individual Redan 

Group brands. Designers keep up to date with specialist magazines and trendbooks 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 lower impact on the discount segment. 

2.1.3. Risk related to growing competition  

The Redan Group companies operate 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, 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). 

2.1.4. Foreign exchange risk 

The majority of production of Top Secret, Troll and Drywash products, and, to a growing extent, of 

goods sold in the discount chain, is outsourced to suppliers from the Far East. As a result, some of the 

Redan Group companies’ 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, Russia, 

Romania and Slovakia), and in EUR and USD in the case of wholesale to customers from other 

countries. 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.  
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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.  

2.1.5. Risk related to changes in and instability of customs and tax regulations 

Customs and tax regulations have a significant impact on the Redan Group companies’ 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 the Redan 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, financial standing or 

performance. In addition, 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 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 Redan Group companies use 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. 

 

2.1.5. Risk of higher costs of labour and employee turnover  

Salaries and wages account for a significant portion of the Redan Group companies’ 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 
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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 

4,272 in 2017).  

In addition, unemployment has decreased consistently in Poland (the unemployment rate dropped 

from 13.4% in December 2013 to 6.6% in December 2017), 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 the Redan Group companies’ 

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 companies 

regularly take relevant measures designed to improve work efficiency, maintain attractive bonus 

systems based on performance, and offer non-financial incentives. 

2.1.6. Risk of increase in suppliers' manufacturing costs 

The Redan Group companies outsource 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 

textilmarket 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. The risk is partly 

mitigated by seeking new suppliers and new markets to make purchases, and modifying products to 

reduce the impact of individual materials on purchase costs.  

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. 

2.1.7. Risk related to seasonality of sales and margin 

The Redan Group companies’ 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), gross margins are much higher at the beginning of the season (in March–May and in 

September–November) than during sales periods (January–February, June–August). In the discount 

segment (TXM chain), the gross 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.  
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2.1.8. Risk related to weather conditions 

 
As they operate in the clothing industry, the Redan Group companies are exposed to the risk related 

to weather conditions. It is associated with seasonal changes in offered products and their potential 

irrelevance to weather conditions. 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. Unusual 

weather conditions may lead to limited sale of certain product groups, and consequently to higher 

stock levels or greater markdowns. The occurrence of such seasonal changes may lead to unplanned 

price reductions, which will result in lower sales margin, excess stocks and higher storage costs. This 

in turn will affect debt, the efficiency of use of the Redan Group's resources, and, in effect, its 

financial performance. In addition, an increase in stock levels may reduce the storage space available 

for new products, resulting in higher working capital requirements, which in effect may lead to 

reduced liquidity. 

2.2. Risks related to the Redan Group's business 

2.2.1. 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 merchandise 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 collection planning 

and merchandise allocation processes. 

2.2.2. Risk associated with the long process of clothing production 

As part of their business operations, the Redan Group companies outsource clothing production to 

countries in the Far East. This mainly applies to the considerable majority of the offer in the fashion 

segment (Top Secret, Troll and Drywash brands), and to a growing extent in the discount segment. 

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 
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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, outsource 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 Redan Group 

companies’ 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. 

2.2.3. Risk of inappropriate location of stores  

The Redan Group's growth strategy for its business segments 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 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. 

In order to reduce this risk, individual companies thoroughly analyse potential locations for new 

stores and negotiate the terms of lease of premises that would limit the risk of losses in unprofitable 

stores. 

2.2.4. Risk related to termination of franchise and lease agreements 

Franchise agreements related to Top Secret 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 financial performance of the Redan Group's apparel business. 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 and liquidity.  
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2.2.5. Risk related to dependence on management staff  

The Redan’s success largely depends on the quality of work of highly qualified management staff, in 

particular members of the Redan Management Board and the management boards of subsidiaries, as 

well as 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 Redan Group's business. 

2.2.6. Risk related to IT systems and implementation of the new ERP system 

The effectiveness of the Redan Group companies’ activities is dependant, among other things, on the 

efficiency and reliability of operation of integrated ERP management systems, 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 the Redan 

Group companies’ specific requirements at the stage of their implementation. 

At present, TXM S.A. 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 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.  

2.2.7. 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.  

2.2.8. Risks related to the tax strategy 

The Redan Group companies recognise deferred tax assets. They were recognised in connection with 

the tax losses incurred in previous years and disclosed differences between the valuation of assets 

for accounting and tax purposes. There is a risk that it may be impossible to use the deferred tax 

assets in whole or in part. If so, it will be necessary to adjust the deferred tax assets and make a 



 Directors' Report on the Operations of Redan S.A. in 2017 

Page 17 of 22 

downward revision of the separate financial performance of individual companies for the current 

period, and in consequence the consolidated financial performance of the Redan Group.  

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. 

2.2.9. Risk of breach of credit facility agreements   

As part of their operations, the Redan Group companies are parties to 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 Redan 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. 

2.2.10. Risk of insufficient external debt financing 

The Redan Group companies secure financing in the form of credit facilities provided by banks for 

definite periods. There is a risk that the provided facilities will not be extended and that it will not be 

possible to secure replacement financing in the same amount from other banks. This would have a 

significant adverse effect on the liquidity of the Redan Group companies. 

In order to reduce the risk, the Redan Group companies remain in constant contact with all financing 

institutions, providing them with operational and strategic information. The risk is partially mitigated 

by securing financing from various banks for the Redan Group’s two segments. 
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2.2.11. 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. 

The Redan Group companies are in constant contact with banks to ensure the availability of letter of 

credit facilities at the required level. 

2.2.12. Risk of losing trade credit limits offered by suppliers  

In the case of a part of purchased goods, the Redan Group companies' payments to suppliers are 

deferred. 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, or other insurers, 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 Redan Group remains in contact with numerous suppliers in 

different countries and maintains the best possible relations with them.  

2.2.13. Risk of past due liabilities  

There are instances of late payment of trade payables at individual Group companies. They remain in 

direct contact with all of their creditors and negotiate new payment deadlines. 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. 

2.2.14. Risk related to operations on the Ukrainian market and uncertain geopolitical situation in 

Ukraine 

In Ukraine, an increase in rental costs of stores is observed, with no concurrent rise in sales per 

square metre, a situation which may result in closure of some franchise stores. If the store network 

in Ukraine shrinks significantly, head office costs will exceed the profit generated by the stores, which 

ma lead to a situation where continued presence in Ukraine will not be justified. Redan S.A. holds 

receivables from Ukrainian companies, whose full recovery may not be possible in such 

circumstances. In order to reduce this risk, merchandise is delivered to Ukraine at the required 

minimum (which minimises the creation of receivables to Redan S.A. from Ukrainian companies). Risk 

related to weather conditions 
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2.2.15. 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, Redan S.A., and in certain cases also TXM S.A., 

may be obliged to pay compensation to 21 Concordia 1 s.a. r.l. under the terms specified in the 

investment agreement. 

Redan S.A. 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. 

3. Feasibility of investment plans 

The estimated value of the investment in 2018 is PLN 1.6m.  

The planned expenditure is related to the development of IT infrastructure. In addition, Redan S.A. 

intends to implement a number of investment projects related to administrative and logistics 

infrastructure of its fashion business. The investments will be financed with funds generated from 

business activity and proceeds from operating leases. In the opinion of the Management Board, 

financing of Redan S.A.’s investment plans is secured. 

Redan S.A. does not have any other significant contractual commitments to incur any expenditure. 

V. Additional information 

1. Corporate governance statement 

As regards compliance with corporate governance principles, the Company prepared a separate 

document: “Statement of compliance with corporate governance principles by Redan S.A. in the 

period from 1 January 2017 to 31 December 2017.” 

2. Significant events after the reporting date 

In the Management Board’s opinion, significant events which occurred after the reporting date and 

affected the Company were as follows: 

 On 23 February 2018, an annex was signed to an import credit agreement with HSBC Bank Polska 

S.A. Under the annex, the overdraft utilisation and repayment currency were changed. The 

previous limit set in USD at USD 4,500 thousand was converted into PLN and determined at PLN 

15,307 thousand. 

 On 6 March 2018, a financial and registered pledge was established on the registered preference 

shares in TXM S.A. held by Redan S.A. for the benefit of BZ WBK S.A.: on 1,141,660 shares as 

additional security for the bank guarantee limit agreement, and on 4,600,000 shares as 

additional security for the multi-purpose credit facility agreement, under which the Bank issues 

documentary letters of credit. 
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3. Pending litigation, arbitration or administrative proceedings 

As at 31 December 2017, no proceedings for an amount of less than 1% of Redan S.A.’s equity were 

pending. 

The Management Board reports that as at the reporting date a tax audit was carried out at REDAN 

S.A. by the Head of the Małopolska Province Customs and Tax Office in Kraków regarding compliance 

with the provisions of the Corporate Income Tax Act of 15 February 1992 with respect to income 

earned in 2014 and 2015.  

As at the date of approval of this report, the outcome and date of completion of the tax audit were 

unknown.  

The Company’s Management Board notes that in the past such tax audits conducted at Redan S.A. 

and its subsidiaries did not result in any significant consequences. 

In the period covered by the tax audit, a number of changes were made to the financial restructuring 
of the Redan Group, which commenced in 2012. These changes included:  

 early termination of the restructuring agreement of 30 July 2013 involving the repayment of the 

claims identified in the agreement; 

 restructuring of intangible assets in the form of trademarks which were transferred as an in kind 

contribution to a special purpose vehicle – a partnership with its registered office in Cyprus (see 

Current Report No. 26/2014 of 24 September 2014); 

 issue of new shares in TXM S.A. and their sale to the investment fund 21 Concordia 1 s.a.r.l (see 

Current Report No. 23/2014 of 29 August 2014 and Current Report No. 9/2015 of 3 April 2015). 

The Company’s position is that it correctly determined revenues and reliably recognised tax-

deductible costs in accordance with applicable law. 

The Company also notes that the restructuring processes carried out in the period covered by the tax 

audit were reviewed by the Ministry of Finance through tax interpretations. 

 

4. Total number and par value of all shares in the Company and shares in the 
Company's related entities held by members of the Company's management 
and supervisory staff  

The Company’s shareholding structure as at 31 December 2017 is described in Note 1 to the separate 

financial statements of Redan S.A. for 2017 dated 23 April 2018. 

 
The table below presents the number of Redan shares held by Supervisory Board members as at 31 
December 2017.  

Table 9. Number of Redan S.A.’s shares held by Supervisory Board members 

Member of the Supervisory Board   At 31 Dec 2017     At 31 Dec 2016  

Leszek Kapusta 313,765 313,765 

Piengjai Wiśniewska (together with Ores Sp. z o.o.) 2,031,635 7,331,635 

Radosław Wiśniewski (together with Redral Sp. z 
o.o. Sp. k.) 

21,080,474 15,030,092 

 
Members of the Supervisory Board do not hold any shares in consolidated subsidiaries of Redan S.A. 
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As at 31 December 2017, 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. 

5. Treasury shares 

As at 31 December 2017, Redan S.A. did not hold any treasury shares. 

6. R&D achievements 

Redan S.A. did not conduct any research and development work. 

7. Workforce 

Table 10. Average number of employees 

Number of persons  2017 2016 

Employees – balance at end of year 141 161 

Average annual number of employees  151 165 

 

8. Environmental impact 

Due to the nature of its business – trade in clothing – the Company did not conduct environmental 

impact studies. 

9. System for employee stock option plans 

The Company currently does not operate any employee stock option plans. 

10. Auditor’s fees, paid or payable for the financial year 

PKF Consult Spółka z ograniczoną odpowiedzialnością Sp.k. is the auditor of the financial statements. 
The Company engaged the auditor for two years under a relevant agreement. The agreement 
providing for the audit of the financial statements of Redan S.A. and the consolidated financial 
statements of the Redan Group for the year 2017 and 2018 was executed on 20 June 2017. 

Table 11. Auditor's fees 

 Gross (PLN thousand) 2017 2016  

Audit of the full-year financial statements 52.7 45.5 

PKF Consult Spółka z ograniczoną odpowiedzialnością Sp.k. 52.7 
 Deloitte Polska Spółka z ograniczoną odpowiedzialnością Sp.k.   45.5 

Review of the financial statements 49.0 14.8 

PKF Consult Spółka z ograniczoną odpowiedzialnością Sp.k. 49.0 
 Deloitte Polska Spółka z ograniczoną odpowiedzialnością Sp.k.   14.8 

 
In 2017, under an agreement executed on 1 October 2015 PKF Consult Spółka z ograniczoną 

odpowiedzialnością Sp.k. also received a fee for preparing transfer pricing documentation. The 

related invoices amounted to PLN 41.8 thousand (VAT inclusive). Also, invoices totalling of PLN 11 

thousand related to the provided training were also paid. 
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11. Governance 

At 31 December 2017, the Management Board of Redan S.A. was composed of: 

 Bogusz Kruszyński – President of the Management Board 

 

At 31 December 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 

 Radosław Wiśniewski – Member of the Supervisory Board 

 

As at the date of this report, the composition of Redan S.A.'s Management and Supervisory Boards 

remained unchanged.  

 

On 30 October 2017, the Company received Jacek Jaśkiewicz’s resignation from the position of a 

Supervisory Board member, with effect as of 31 October 2017. 

The Supervisory Board, at its meeting held on 8 December 2017, appointed by co-optation Radosław 

Wiśniewski as Member of the Supervisory Board, who has served in this position since that date. 

VI. Management Board's representation  
The Management Board represents that, to the best of each member’s knowledge, the full-year 

financial statements for 2017 and the comparative data have been prepared in compliance with the 

applicable accounting standards and give a true, fair and clear view of the Company’s assets, financial 

position and performance, and the full-year Directors’ Report gives a true view of the development, 

achievements and situation of the Company, including the description of key risks and threats. 

 

The Management Board represents that the auditor of the full-year 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, 23 April 2018 

 

 

 

 

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


