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INDEPENDENT AUDITOR'S REPORT ON THE AUDIT OF THE FULL-YEAR 
CONSOLIDATED FINANCIAL STATEMENTS 

To the General Meeting and the Supervisory Board of REDAN S.A. 

Auditor's report on the consolidated financial statements 

Introduction 

We have audited the accompanying consolidated financial statements of the Group whose 
Parent is REDAN S.A., with its registered office at ul. Żniwna 10/14, 94-250 Łódź, Poland (the 
“Group”), for the financial year from 1 January 2017 to 31 December 2017, which comprise the 
consolidated statement of financial position as at 31 December 2017, the consolidated 
statement of profit or loss and consolidated statement of comprehensive income, the 
consolidated statement of changes in equity, the consolidated statement of cash flows for the 
financial year then ended, and notes to the financial statements containing a description of 
significant accounting policies and other explanatory information. 

The full-year consolidated financial statements have been prepared in accordance with the 
International Accounting Standards, the International Financial Reporting Standards and the 
related interpretations published in the form of regulations of the European Commission (the 
“EU IFRS”). 

Management's and Supervisory Board's responsibility 

Management of the Parent is responsible for the preparation of the full-year consolidated 
financial statements that give a clear and fair view in accordance with EU IFRS, its presentation 
in accordance with the applicable laws and the Parent’s Articles of Association. The Parent's 
Management Board is also responsible for such internal control as the Management Board 
determines is necessary to enable the preparation of the full-year consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 

Pursuant to the Accountancy Act of 29 September 1994 (Dz.U. of 2017, item 2342, as 
amended), the Parent's Management Board and members of the Parent’s Supervisory Board 
are required to ensure that the full-year consolidated financial statements are in compliance with 
the requirements set forth in the Accountancy Act. 

Auditor's responsibility 

Our responsibility is to express an opinion on the consolidated financial statements based on 
our audit. 

We conducted the audit of the consolidated financial statements in accordance with the Polish 
Financial Auditing Standards compliant with the International Standards on Auditing issued by 
the National Council of Statutory Auditors (Krajowa Rada Biegłych Rewidentów) (Resolution No. 
2783/52/2015 of the National Council of Statutory Auditors of 10 February 2015, as amended, in 
conjunction with Resolution No. 2041/37a/2018 of 5 March 2018 on Polish professional 
standards), the Act on Auditors, Auditing Firms and Public Supervision of 11 May 2017 (Dz.U. of 
2017, item 1089), hereinafter referred to as the Act on Auditors, and Regulation (EU) No. 
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537/2014 of the European Parliament and of the Council of 16 April 2014 on specific 
requirements regarding statutory audit of public-interest entities and repealing Commission 
Decision 2005/909/EC (OJ L 158, 27.05.2014, p. 77, and OJ L 170, 11.06.2014, p. 66), 
hereinafter referred to as Regulation 537/2014. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement. 

The purpose of the audit is to obtain reasonable assurance that the consolidated financial 
statements as a whole do not contain material misstatement, whether due to fraud or error, and 
to issue an independent auditor's report containing our opinion. Reasonable assurance is a high 
level of certainty but does not guarantee that the audit carried out pursuant to the standards 
referred to above will always detect the actual material misstatement. Misstatements can arise 
from fraud or error and are considered material if, individually or in aggregate, they could 
reasonably be expected to influence the economic decisions of users taken on the basis of the 
consolidated financial statements. The risk of not detecting a material misstatement resulting 
from fraud or other irregularities is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control, 
and may be related to any area of law and regulations, not only those directly affecting the 
consolidated financial statements. 

The audit involves performing procedures that are used to obtain audit evidence about the 
amounts and disclosures in the consolidated financial statements. The procedures selected 
depend on our judgement, including the assessment of risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. When assessing this risk, we 
consider internal control relevant to the preparation and fair presentation of the consolidated 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of internal 
control. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by the Parent's Management Board, as well 
as evaluating the overall presentation of the consolidated financial statements. 

The scope of the audit does not include assurance as to the future profitability of the Group, nor 
the effectiveness or efficiency of the Parent Management Board's conduct of the Group’s affairs, 
either currently or in the future. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinion. 

In accordance with the Act on Auditors we are also required to include in our audit report an 
opinion on whether the consolidated financial statements are consistent with the laws applicable 
to the Group and the Parent’s Articles of Association in terms of form and content. Our opinion 
in this respect is based on the work undertaken in the course of the audit. 

Significant risks of material misstatement 

The significant risks of material misstatement include such risks as were identified by us, which, 
according to our judgment, require special consideration during the audit. 

These risks have been identified by us during the audit of the consolidated financial statements 
as a whole and in the formulation of our opinion on the consolidated financial statements. We do 
not issue a separate opinion on the matters identified as significant risks of material 
misstatement. 
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Significant risk Our response to the risk 

Risk of significant limitation of the scope 
of operations of the Redan Group in 
subsequent periods 

The Redan Group comprises the TXM 
Group. 

The net loss attributable to owners of the 
parent suffered by the Redan Group in 
2017, disclosed in the consolidated 
financial statements, is primarily caused by 
the loss incurred by the TXM Group (PLN 
36.6m). 

In the consolidated financial statements, the 
TXM Group explained the reasons behind 
its poor financial performance and the 
restructuring measures taken. In the report 
on the audit of the TXM Group's financial 
statements for 2017, the auditor noted high 
uncertainty regarding the Group's 
continuing as a going concern. 

Reference to disclosure in the financial 
statements 

For information on the Group's going 
concern assumption see Note 50 “Going 
concern assumption” to the accompanying 
financial statements. 

We evaluated the present financial standing of 
the Redan Group and the reasons of the loss 
incurred in 2017. 

We analysed the plan for 2018 prepared by the 
Management Board of TXM S.A., taking into 
account the Management Board’s 
reasonableness and objectivity regarding the 
prepared plan. 

We discussed the plans and growth strategy for 
the coming years with the Management Board of 
TXM S.A. 

We analysed credit facility agreements and the 
possibility to secure financing. 

We obtained a statement from the Management 
Board of TXM S.A. on its assumption that the 
operations will be continued in the existing scope 
for at least 12 months after the reporting date. 

We discussed the impact of TXM S.A.'s financial 
standing on the operations of the Redan Group 
with the Management Board of REDAN S.A. and 
we obtained their confirmation on the approval of 
the plans and growth strategy of the subsidiary. 

We obtained an assurance from the audited entity 
in the form of representations on voting for the 
continued functioning of TXM S.A. at the General 
Meeting of TXM S.A. 

Measurement of inventories  

As at 31 December 2017, the net carrying 
amount of inventories disclosed in the 
consolidated statement of financial position 
of the Redan Group was PLN 164.2m, 
which represented 53% of total assets. The 
item mainly included merchandise 
amounting to PLN 162.7m. 

As at the reporting date, in the statement of 
financial position merchandise is measured 
at cost, not higher than the relevant net 
selling price. The Group tests inventory for 
impairment chiefly by comparing the 
carrying amount disclosed in accounting 
records with the relevant net selling price. 
During impairment testing of inventories the 
entity also takes into account the inventory 
storage period (inventory cycle). 

The Redan Group measures decrease in 
merchandise in accordance with the FIFO 
method. 

Reference to disclosure in the financial 

During the audit, we evidenced our understanding 
of the measurement method for inventories, 
which mainly include merchandise. 

We identified control over inventories, and 
subsequently performed tests of such control. 

We evaluated the analysis prepared by the 
Redan Group and the applied accounting 
principles in that respect, taking into account the 
reasonableness and objectivity of the 
Management Board’s approach in the preparation 
of the analysis of inventories, and we also 
conducted reliability tests consisting in, among 
other things, detailed discussions on inventory 
measurement at net realisable prices and its key 
assumptions. 

We participated in the inventory of merchandise 
at selected locations, based on which we 
assessed the inventory level as at the reporting 
date. 

We assessed the appropriateness of the 
accounting policies applied by the Group with 
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statements 

For information on the Group's “inventories” 
line item see Note 10 to the accompanying 
financial statements. 

respect to inventory in storage. In this respect, we 
tested the correctness of classification of 
individual items in relevant age groups. 

Considerable liabilities  

The REDAN Group’s liabilities as at 31 
December 2017 amounted to PLN 215m, 
representing 70% of total equity and 
liabilities. 

As at 31 December 2017, the REDAN 
Group held liabilities which were past due, 
whose value is presented in Note 37 to the 
consolidated financial statements. 

In 2017, certain covenants under credit 
facility agreements were breached and the 
repayment of lease liabilities by a 
subsidiary was delayed. 

Reference to disclosure in the financial 
statements 

For information on the Group’s liabilities 
see, inter alia, Notes 37 and 32 to the 
accompanying consolidated financial 
statements. 

During the audit, the age structure of liabilities 
was analysed. We talked to the Group’s 
representatives about the reasons of the increase 
in liabilities in 2017. 

We reviewed the repayments of selected 
liabilities made after the reporting period. 

We analysed the steps taken in 2018 by the 
audited Group to reduce the amount of past due 
liabilities. 

We analysed credit facility and other agreements 
with banks, including those signed after the 
reporting date. 

Opinion on the consolidated financial statements 

In our opinion, the attached full-year consolidated financial statements of the 
Redan Group: 

• give a fair and clear view of the Group’s assets and financial position as at 31 December 
2017 and of its financial results and cash flows for the financial year then ended in 
accordance with the EU IFRS and the adopted accounting policies, 

• have been prepared, in all material respects, to the form and content, in accordance with the 
Minister of Finance’s Regulation of 19 February 2009 on current and periodic information to 
be published by issuers of securities and conditions for recognition as equivalent of 
information whose disclosure is required under the laws of a non-member state (Dz.U. of 
2014, item 133, as amended), hereinafter referred to as the Regulation on Current and 
Periodic Information, with the EU IFRS, and with the provisions of the Parent’s Articles of 
Associations that affect their content. 

Report on other legal and regulatory requirements 

Other information included in the consolidated annual report 

Other information includes financial and non-financial information other than the consolidated 
financial statements and the audit report. Our opinion on the consolidated financial statements 
does not include such other information and, unless expressly stated in the report on other legal 
and regulatory requirements, we do not express any assurance about such other information. In 
addition, the scope of our work and the nature of our assurance are only as described. 
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Directors’ Report 

The consolidated annual report includes the Directors’ Report on the Operations of the Group in 
2017. The Management Board of the Parent is responsible for its preparation and including a 
corporate governance statement in the Directors’ Report. The Parent’s Management Board and 
members of the Parent’s Supervisory Board are responsible for ensuring that the Directors’ 
Report is prepared in accordance with the requirements of the Regulation on Current and 
Periodic Information and the Accounting Act. 

In accordance with the requirements of the Act on Auditors and the Regulation on Current and 
Periodic Information we are required to issue an opinion on whether the Directors’ Report on the 
Group’s Operations takes into account the provisions of the regulation and the Accounting Act, 
and whether it is consistent with the full-year consolidated financial statements. 

We are also required to report, based on our knowledge about the Group and its environment 
obtained during the audit, whether we identified any material misstatements in the Directors' 
Report on the Group's Operations, and if so, to identify their nature. 

In addition, we are required to formulate an opinion on whether the corporate governance 
statement, which is a separate part of the Directors’ Report on the Group's Operations, contains 
the information specified in the Regulation on Current and Periodic Information, and with respect 
to certain information specified in this Regulation – whether such information is consistent with 
applicable laws and information included in the full-year consolidated financial statements. 

We have read the Directors’ Report on the Group’s Operations, including the corporate 
governance statement. We have analysed whether its contains the information required under 
the laws referred to above and we have reviewed whether the information contained therein is 
consistent with the full-year consolidated financial statements. With regard to certain information 
contained in the corporate governance statement, we have analysed whether they meet the 
requirements under the applicable laws. While reading the Directors’ Report on the Group’s 
Operations we considered, based on our knowledge about the Group and its environment, 
whether it contains any material misstatements. 

Opinion on the Directors' Report 

In our opinion, based on the work undertaken in the course of the audit of the full-year financial 
statements, the accompanying Directors’ Report on the Operations of the Redan Group in the 
financial year ended 31 December 2017 complies with the provisions of the Regulation on 
Current and Periodic Information, as specified in Art. 49 and Art. 55.2 of the Accounting Act, and 
the information disclosed in the Directors’ Report is consistent with the audited financial 
statements. 

Based on our knowledge about the Group and its environment obtained during the audit, we 
identified no material misstatements in the Directors' Report on the Group's Operations. 

Opinion on the corporate governance statement 

In our opinion, based on the work carried out in connection with the audit of the full-year 
consolidated financial statements: 
• the corporate governance statement contains the information specified in Par. 91.5.4.a, 

91.5.4.b, 91.5.4.j, 91.5.4.k and 91.5.4.l of the Regulation on Current and Periodic Information, 

• the information specified in Par. 91.5.4.c–f, 91.5.4.h and 91.5.4.i of the Regulation included in 
this statement is consistent with applicable laws and regulations and with the audited 
consolidated financial statements. 
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Preparation of a non-financial statement 

In accordance with the requirements of the Act on Auditors we report that in the Directors’ 
Report the Management Board of the Parent included a notice on the preparation of a separate 
non-financial statement referred to in Art. 49b.9 of the Accounting Act and that the Management 
Board of the Parent has prepared such separate statement. 

We have not undertaken any assurance work regarding such separate non-financial statement 
and we do not express any assurance with regard to it. 

Information and statements required by Regulation 537/2014 

Independence 

During the audit, PKF Consult Spółka z ograniczoną odpowiedzialnością Sp. k. remained 
independent of the Group entities within the meaning of the Act on Auditors, Regulation 
537/2014 and the principles of professional conduct adopted under resolutions of the National 
Council of Statutory Auditors. 

Non-audit services 

To the best of our knowledge and belief, we represent that we have not provided any non-audit 
services that are prohibited under Art. 5.1 of Regulation 537/2014 in the periods indicated 
therein. 

Appointment of an audit firm and total uninterrupted engagement 

We have been appointed as the auditor of the Group's full-year consolidated financial 
statements under a Resolution of the Supervisory Board of 16 May 2017. Under the resolution, 
the period of our uninterrupted engagement will be two years, in which we will audit the Group's 
financial statements for 2017 and 2018. The audit of financial statements for 2017 is our first 
year of providing auditing services to the Group. 

Consistency of the opinion on the consolidated financial statements with the additional report to 
the Audit Committee 

Our opinion on the full-year consolidated financial statements is consistent with the additional 
report to the Audit Committee referred to in Regulation 537/2014. 

Anna Stawowy 
[SIGNATURE] [STAMP] 
Qualified Auditor Reg. No. 12731 

Key auditor conducting the audit 
on behalf or PKF Consult Spółka z ograniczoną odpowiedzialnością Sp. k., 
an audit firm No. 477 

ul. Orzycka 6 lok. 1B 
02-695 Warsaw 
Katowice Branch 

Katowice, 23 April 2018 


