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Chapter A: Description of the General Development of Kardan NV’s 

Business  

1. Kardan NV’s Activities and a Description of the Development of its Business 

1.1 General  

Kardan N.V. (“Kardan NV”) was incorporated in the Netherlands in 2003, and its shares 

are listed for trading on both the Tel Aviv Stock Exchange and the Pan-European Securities 

Exchange in Amsterdam - NYSE Euronext Amsterdam.  

Because Kardan NV is a Dutch company, whose shares are traded on the Amsterdam Stock 

Exchange, it is subject to Dutch law, including corporate law in the Netherlands and 

securities law in the Netherlands, and it is not subject to the Israeli Companies Law, 1999 

nor the regulations enacted by virtue thereof. In addition, because Kardan NV’s securities 

are issued also to the Israeli public, Kardan NV is subject to the Securities Law, 1968 and 

the regulations enacted by virtue thereof.  

Kardan NV is an investment and holding company that, as of the date of this Report, operates 

mainly outside of Israel, through subsidiaries and associated companies, in the following two 

principal sectors1: (1) real estate - Asia; and (2) water infrastructure. In addition, there are 

other activities in which Kardan engages2 that do not rise to the level of operations, and they 

appear in the Financial Statements of Kardan NV under “Other.”  

As of the date of this Report, the Kardan NV Group is active in the following regions:  

Central- Eastern Europe - in the water infrastructure sector and in the provision of leasing 

services; in China - in the real estate sector; and in Latin America, Asia, Africa and Israel - 

in the water infrastructure sector.  

The Company’s financial statements as of December 31, 2016 include a disclosure note and 

a mandatory emphasis of matter in the Auditors’ report in respect of significant doubts with 

respect to the Company’s ability to continue as a “going concern". For further information, 

see Note 1B to the Company’s financial statements. 

1.2 Definitions  

In this Report, the following terms shall have the meanings that appear alongside them:  

Kardan NV - Kardan N.V. 

                                                           
1  The controlling shareholders of Kardan NV have not undertaken not to directly conduct activities in the sectors and regions 

in which Kardan NV operates. In practice, as of the date of the Report, the controlling shareholders of Kardan NV do not 

directly conduct material activities in the regions in which Kardan NV operates. 

  Until March 2015, Kardan NV operated also in the infrastructure sector in China – investing in assets via KWIG HK - 

and, until August 2016, operated also in the financial services sector - banking and retail credit in Eastern Europe. For 

details of the changes to Kardan NV’s operation sectors, because of sale of its holdings in KWIG HK and in TBIF Financial 

Services B.V., see Section 5 below. 
2  The activities include principally the separate activities of Kardan NV and the holding in Avis Ukraine, which are shown 

using the equity value method in the Kardan NV financial statements 



Kardan NV Group - Kardan NV, together with its subsidiaries and 

associated companies 

Kardan Israel - Kardan Israel Ltd. 

Kardan Yazamut - Kardan Yazamut (2011) Ltd. 

GTC Holding - GTC Real Estate Holding B.V. 

Kardan Land China - Kardan Land China Limited. 

KFS - Kardan Financial Services B.V. 

VIP, Avis Ukraine or Avis - VIP Rent Foreign Enterprise 

TBIF - TBIF Financial Services B.V. 

Tahal International - Tahal Group International B.V. 

Tahal Group - Tahal Group B.V. 

Tahal Assets - Tahal Group Assets B.V. 

KWIG HK Kardan Water International Group (HK) Limited 

Tahal Group - Tahal International, together with its subsidiaries and 

associated companies 

The Tel Aviv Stock Exchange - The Tel Aviv Stock Exchange Ltd. 

Euronext -  The Pan-European Securities Exchange in 

Amsterdam – NYSE Euronext Amsterdam N.V. 

Dollar - The US Dollar 

The Financial Statements - The financial statements of Kardan NV as of 

December 31, 2016, which are included in Part C of 

this Report 

2014 Periodic Report - The Kardan NV 2014 Periodic Report that was 

published on March 31, 2015 (Reference No. 2015-

01-069775) 

2015 Periodic Report - The Kardan NV 2015 Periodic Report that was 

published on March 24, 2016 (Reference No. 2016-

01-013563) 

The Report of the Board of 

Directors - 

The Report of the Board of Directors of Kardan NV 

as of December 31, 2016, which is included in Part 

B of this Report 

The Securities Law - The Israeli Securities Law, 1968 

The Companies Law - The Israeli Companies Law, 1999 

The Ordinance - The Israeli Income Tax Ordinance (New Version), 

1961 

Ma’alot -  Standard & Poor’s Ma’alot – the Israeli Securities 

Rating Company Ltd. 

Date of the Report - March 22, 2017, the date on which this Report was 

approved 

Year of the Report - 2016 

Period of the Report - January 1, 2016 to December 31, 2016 



 

Kardan NV applies the International Financial Reporting Standards 8 (“IFRS 8”). The 

activity sectors described in this part are the reportable operating segments of Kardan NV in 

accordance with IFRS 8.  

As previously mentioned, Kardan NV is an investment and holding company that operates 

through subsidiaries and associated companies. The information that appears in Part A of 

this Report is divided according to the areas of activity (business sectors) of Kardan NV. To 

the extent that material information exists about the aforementioned investee companies 

through which said operations are performed, it shall be included in the description of the 

areas of activity or in the information which is given in this Report about the Kardan NV 

Group in general, as is relevant.  

It should be noted that this Report includes estimates of the subsidiaries through which 

Kardan NV operates. Kardan NV endorses the estimates of these companies.  

Regarding the holdings in the shares of the companies mentioned in this Part, the data on the 

holdings of a company in another company, through a company or wholly-owned subsidiary, 

are presented as direct holdings in the shares of the other company unless otherwise stated. 

The rates of the holdings in the shares of an investee company are calculated from the total 

actual issued capital of the investee company, without considering any possible dilution as 

the result of an exercise of options or other convertible securities issued by it, unless 

explicitly stated otherwise.  

In descriptions of Kardan NV’s investee companies, data based on various surveys and 

research is sometimes included. Kardan NV is not responsible for the content of these surveys 

or research. 

Part A of this Periodic Report should be read in conjunction with its other parts, including 

the notes to the Financial Statements. 

 



1.3 Chart of the Holdings Structure  

The following is a chart of Kardan NV’s main structure of holdings around the time of publication of this Report. In addition to 

the holdings in the companies referred to in the following table, Kardan NV has holdings in other companies within the rubric of 

its activity sectors. For a description of the holdings structure of each of the material companies, see the description within the 

framework of the activity sectors, as required.  
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1.4 Material Structural Changes, Mergers, Acquisitions, Sales or Transfers  

During the reported year, there were no material structural changes, mergers or acquisitions in 

the Kardan NV Group.   

For details regarding the sale of Kardan Land China holdings in the company holding the 

Galleria Chengdu Mall, see Section 7.11 below.3  

For details regarding the sale of TBIF holdings in TBI Credit EAD, see Section 11.1.2 below.4  

For details regarding the sale of Tahal Assets holdings in KWIG HK, see Section 8.16.1 below.5 

For details regarding the sale of KFS holdings in TBIF, see Section 11.1.3 below6. 

1.5 The Nature and Results of the Settlement Procedures with Creditors 

Between October 2014 and May 2015 (inclusive), Kardan NV negotiated with the trustees of 

the debenture (Series A and Series B) holders (Series A and Series B) regarding amending the 

deeds of trust that were signed in connection with the debentures (Series A and Series B), 

changing them to amended deeds of trust (“the Amendments to the Deeds of Trust”). On May 

6, 2015, the Kardan NV Board of Directors approved the amendments to the deeds of trust.  On 

May 19, 2015, the meetings of debenture (Series A and Series B) holders approved the 

amendments to the deeds of trust.  On July 3, 2015, the amended deeds of trust7 became 

effective.  On July 15 2015, Kardan NV shares were allocated and transferred to the debenture 

holders, as detailed in Section 3.2 below, and a payment of EUR 750,000, in cash, was made to 

the debenture holders. For additional details regarding the amended deeds of trust, see Section 

12.1.2 below.   

As a result of the aforementioned allocation of shares to the debenture holders, the holdings 

percentage of all the then current Kardan NV shareholders was reduced to 89.07%, and the 

direct holdings percentage of Kardan NV’s three controlling shareholders8 was reduced from 

40.67% to 36.91%9.  

  

                                                           
3  The other operations include mainly the separate operations of Kardan NV and its holding of Avis Ukraine, which is presented 

via the book evaluation method in the Financial Statements of Kardan NV. 
4  The transaction for the sale of holdings in TBI Credit EAD was completed on February 11, 2015. 
5  On March 6, 2015 the first part of the transaction was completed, by which shares representing 75% of the issued capital of 

KWIG HK were sold to a third party, and on June 30, 2016 the second part of the transaction was completed in which the 

balance of holdings in KWIG HK were sold 
6  The transaction for the sale of the holdings in TBIF was completed on August 11, 2016. 
7  The amended deeds of trust were published as part of an Immediate Report dated July 3, 2015 (Reference No. 2015-01-

064248), which includes the information of this Report by means of reference. 
8   “Direct holdings” means interests directly held or interests held by means of private companies in their control, and not 

holdings by means of Kardan Israel. 
9  In addition, the percentage of holdings of Kardan Israel (which is a public company whose shares are listed on the stock 

exchange and which is held by the controlling shareholders of Kardan NV) decreased from 11% to 10% of the issued capital 

of Kardan NV. 
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2. Activity Sectors  

Below is a general description of Kardan NV’s activity sectors, which are in accordance with 

the operating segments reported in the Financial Statements of Kardan NV10:  

2.1 The Real Estate Sector  

Asian real estate – Kardan NV operates in the Asian real estate sector through Kardan Land 

China Ltd., which is engaged in residential real estate initiation as well as investment property 

in China. In this context, Kardan Land China operates, as of the date of this Report, in five 

cities throughout China, which are cities of the second and third tiers. As of the date of the 

Report, Kardan Land China’s activities in China is comprised of projects for development for 

residential and mixed use and ownership and management of investment real estate properties.  

For further details regarding the real estate sector, see Section 7 of this Part.  

2.2 The Water Infrastructure Sector 

As part of the water infrastructure sector, the Tahal Group focuses on the performance and 

management of projects in the water and agriculture sectors, through the Tahal Group, Tahal 

Consulting Engineers Ltd. and additional subsidiaries and related companies, which engage in 

the provision of engineering design services, as well as supervision, performance and erection 

of projects in the water resources and supply sectors, water and sewage treatment, water 

desalination, environmental engineering and civil engineering, land filling, natural gas and 

agriculture.  In addition, the Tahal Group, through Tahal Assets and its subsidiaries and 

associated companies, is a franchise holder for the operation and maintenance of several water 

and waste water treatment plants, municipal water systems and a water desalination plant.  

For further details regarding the water infrastructure, see Section 9 of this Part. 

3. Investments in the Capital of Kardan NV and Transactions in its Shares in 2015, 2016 

and 2017 (through the date of this Report) 

3.1 To the best of Kardan NV’s knowledge, except as later explained, the interested parties in 

Kardan NV did not carry out material transactions in the shares of Kardan NV from 2015 

through 2017 (as of the date of this Report): 

3.1.1 On May 31, 2016, Mr. Eytan Rechter, a controlling shareholder in Kardan NV, by means of 

Shamait Ltd., a company wholly-owned by him, acquired 150,000 ordinary shares of Kardan 

NV, in consideration of NIS 96,735 (and 64.49 agorot per share)11.  

3.1.2 On May 7, 8, 9, 13 and 14 and on June 21, 2016, Mr. Avner Schnur, a controlling shareholder 

in Kardan NV, by means of Reyalton Ltd., a company wholly-owned by him, acquired 544,165 

                                                           
10  In addition, Kardan NV holds several assets that do not rise to the level of activity sectors, the principal among them being 

the holding in AVIS Ukraine, presented in the Financial Statements of Kardan NV according to the equity method. These 

holdings, as well as the separate activities of Kardan NV, are presented in the “Other” Section in the Financial Statements of 

Kardan NV. For details regarding these activities, see Section 12 below. 
11  For details concerning the acquisition, see the immediate report published by Kardan NV on May 31, 2016 (ref. no. 2016-

01-040470), the information in it being brought by way of reference in this report 
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ordinary shares of Kardan NV, in consideration of NIS 356,928, which reflects an average share 

price of 65.62 agorot per share. 12    

3.1.3 In August 2015, the District Court granted the request of Bank Leumi le-Israel Ltd. (“Bank 

Leumi”) to provide a receivership order for the assets of Mr. Yosef Grunfeld, one of the Kardan 

NV controlling holders, and appointed the Bank Leumi representative as a permanent special 

manager for Mr. Grunfeld’s assets (the “Special Manager”). During December 2015, the 

Special Manager’s authorities were expanded by the provision of an order granting the Special 

Manager the shares of the private companies which are wholly-owned by Mr. Grunfeld (by 

means of one of which, Mr. Grunfeld holds most of the shares of Kardan NV) in a manner that 

allows the Special Manager to act by virtue of these shares, and as part of these actions, to 

appoint himself as a director in the aforementioned private companies and to take any action 

required for maintaining the value of the holdings of the private companies. To clarify, nothing 

in the above decision authorized the Special Manager to redeem the shares. Similarly, on 

August 27, 2015, the Tel Aviv District Court rendered a decision, by which the court approved 

a settlement, according to which Bank HaPoalim Ltd. would appoint an attorney as a receiver 

for purposes of enforcing the specific lien recorded for the benefit of Bank HaPoalim in 

connection with the shares of the company held by Mr. Grunfeld and encumbered on behalf of 

Bank HaPoalim.  For additional details regarding these topics, see ordinance 21A in Part D of 

this Report13.  

3.1.4 On September 30, 2016 and December 29, 2016, 665,765 and 475,546 options, respectively, 

which had been allocated to the CEO of the former company, Mr. Shouky Oren, expired.    

3.1.5 On July 15, 2015, Kardan NV allocated (by means of issuance and transfer) to the debenture 

(Series A and Series B) holders 12,341,258 ordinary Kardan NV shares14 , which at their 

issuance date represented 10.03% of the issued capital of Kardan NV15. The share allocation 

was performed as part of an amendment to the deeds of trust that were signed in connection 

with the debentures (Series A and Series B) of Kardan NV, in return for the agreement of the 

debenture holders’ meetings to postpone payment of the principal to the debenture holders 

(Series A and Series B), as compared with the original terms of the deeds of trust and of 

payment, through offsetting, a total amount equal to the nominal value of each share (EUR 0.2) 

for the 11,173,673 shares of the new issue. For additional details, see Section 13.1.5.3 below. 

4. Distribution of Dividends 

Kardan NV is subject to Netherlands corporate law in all matters related to the distribution of 

dividends and other distributions out of its equity capital. 

                                                           
12  One of the acquisitions was made in euros. Accordingly, the overall consideration and the average price per share were 

calculated based on the euro-shekel exchange rate at the time of acquisition.  The shares were acquired at a rate of between 

64.3 to 66.2 agorot per share. 
  For additional details regarding the acquisition of Kardan NV shares by Mr. Schnur, see the Immediate Reports that Kardan 

NV published on May 31, 2016, (Reference No. 2016-01-041160), June 7, 2016 (Reference No. 2016-01-046641), June 8, 

2016 (Reference No. 2016-01-047151), June 9, 2016 (2016-01-047151), June 14, 2016 (Reference Nos. 2016-01-049782 and 

2016-01-050058) and June 22, 2016 (Reference No. 2016-01-06393), which includes the information of this Report by means 

of reference. 
13  For information regarding the duty to make a tender offer under Dutch law in the case of a change of control, see Section 

15.9 below. 
14  The new shares included 48,538 shares held by Kardan NV, 1,119,047 shares held by GTC Holding and 11,173,673 shares 

of the new issue 
15  Without taking into account options convertible to shares that were granted to employees by companies in the Group and 

which had not been exercised by July 3, 2015. 
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In June 2007, the general meeting of shareholders of Kardan NV approved a dividend 

distribution policy, according to which Kardan NV will distribute an annual dividend of 

between 20% and 30% of Kardan NV’s net profit for the year, determined in accordance with 

international accounting principles and taking into account annual profit, liquidity, equity 

capital, financial needs and financial covenants, and subject to the regulations that apply to 

Kardan NV.  

 In light of Kardan NV’s financial needs (the debt to the debenture holders), and in accordance 

with the aforesaid dividend distribution policy, Kardan NV did not distribute any dividend in 

2015 and 2016.    

As of December 31, 2016, Kardan NV had no distributable profits.  It must be emphasized 

that the distributable profits, as referred to above, are distributable profits pursuant to the 

Netherlands law, which applies to Kardan NV, and not pursuant to Section 302 of the 

Companies Law. 

External Restrictions on the Distribution of Dividends 

For details regarding the limitations on dividend distribution, see Notes 9G and 18E to the 

Financial Statements.  

For details regarding the restrictions on the distribution of dividends which Kardan NV assumed 

as part of the amended deeds of trust, see Section 13.1.5.2 (j) below.   
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Chapter B:  Other Information  

5. Financial Information regarding Kardan NV’s Activity Sectors  

5.1 Below is financial data regarding Kardan NV’s activity sectors (in € millions):  

 
Real Estate in Asia Water Infrastructure 

2016 2015 2014 2016 2015 2014 

Revenues (from externals)  9 7 52 130 168 143 

Fixed costs attributed to the activity sector  (14) (15) (9) (12) (18) (12) 

Variable costs attributed to the activity sector (2) (2) (47) (111) (142) (121) 

Total costs (16) (17) (56) (123) (160) 133 

Other revenues (expenses) (8) 19 29 (6) (6) (9) 

Profit (loss) from ordinary activities (15) 9 25 1 2 (3) 

Profit (loss) from discontinued operations - - - - 20 (2) 

Total profit (loss) (15) 9 25 1 22 (2) 

Profit (loss) from ordinary activities attributed to 

the equity holders of Kardan NV 
(15) 9 25 1 22 (2) 

Profit (loss) from ordinary activities attributed to 

non-controlling interests 
- - - - - - 

Total assets as of December 31 470 489 420 155 168 108 

Total liabilities as of December 31 216 199 163 112 102 100 
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5.2 Changes in the activity sectors of the Group 

5.2.1 Until 2015, the infrastructure sector was divided into two activity sectors: the project sector 

and the investment in assets sector, whose main activity was the activity of KWIG HK. Due 

to the completion of the transaction for the sale of 75% of KWIG HK shares, the investment 

in assets sector was reduced significantly, such that, since that time, the Kardan NV Group 

no longer had material activities in the infrastructure and investment in assets sector. 

Consequently, starting from the Kardan NV Financial Statements for Q1 2015, the assets and 

results of the infrastructure activity are presented as a single sector and area of activity.  Until 

the completion of the sale of the balance of the holdings in KWIG HK, on June 30, 2016, the 

balance of the holdings was presented as an asset held for sale at a value reflecting the balance 

of the net consideration to which Tahal Assets was entitled because of it. For additional 

details regarding the amended deeds of trust, see section 8.16.1 below.  

5.2.2 Similarly, until August 2016, Kardan NV operated in the financial services sector - banking 

and retail credit through TBIF. Due to the completion of the transaction of the sale of 

holdings in TBIF, Kardan NV withdrew from the financial services sector. Since then, 

Kardan NV’s holdings in Avis Ukraine, which were formerly held by TBIF, were presented 

in the Financial Statements of Kardan NV in the “Other” section as an investment via the 

book evaluation method.  

5.3 For further financial information regarding Kardan NV’s activity sectors, see Note 26 to the 

Financial Statements. For details regarding secondary reporting on geographical sectors, see 

Note 26(E) to the Financial Statements.  

5.4 For an explanation of the results of the activity sectors of Kardan NV, see further the Report 

of the Board of Directors in Part B of this Report. 

6. Economic Environment and the Influence of Outside Factors on the Activity of Kardan 

NV  

Kardan NV is an international holdings company listed for trading on Euronext and the Tel 

Aviv Stock Exchange. As such, Kardan NV is affected by many external factors, both in the 

markets where it is traded and in the countries and sectors in which it operates, including 

those set forth below: 

Economic Environment - Kardan NV promotes, develops and manages productive projects 

and assets in developing markets, among them, China, Eastern-Central Europe, India, Angola 

and other countries in Africa and Asia. Accordingly, the Kardan NV group is affected by and 

exposed to changes in the general world economy and to the state of the markets in the 

countries where it is active.  For details of the state of the markets where Kardan NV is 

active, see the Report of the Board of Directors and the description of the general 

environment of each segment of activity of the company further in this Financial Statement.   

The weakness or the strength of the markets in which Kardan NV operates may affect the 

business results of Kardan NV and its investee companies, their liquidity, the value of their 

assets, their ability to redeem their assets, the state of their business, their financial covenants, 
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their credit rating, their ability to distribute dividends, their ability to raise financing for their 

current and long-term operations and their terms of financing.  

Investment in Developing Markets - As stated above, Kardan NV promotes, develops and 

manages productive projects and assets in developing markets. Investments in developing 

markets, by their nature, incur relatively greater exposure to risks, due to geopolitical and 

legal changes, than the exposure to risks attending investment in developed markets, which 

stem, inter alia, from the fact that the official data that is published in developing countries 

is not always reliable nor complete and can very well vary according to the decisions of the 

particular relevant government authority.  

Political stability, improvement of the security and economic situation, and governmental 

decisions regarding the allocation of resources to development or the encouragement of 

investment and industry, by their nature, would likely be a positive influence on the activities 

of the Kardan NV Group companies in these countries. In contrast, political, economic, 

geopolitical and legal policy changes in the developing countries, in which the companies 

under Kardan NV’s control operate, may negatively affect the activities of the Kardan NV 

Group companies in these countries, their credit rating, their ability to distribute dividends 

and the like. 

Exchange rates –The businesses (and liabilities) of the Kardan NV Group are conducted in 

various currencies, including the euro, the Chinese yuan, the US dollar and the shekel. The 

majority of Kardan NV’s assets are quoted in the Chinese yuan while its liabilities are quoted 

in shekels, resulting in exposure of Kardan NV’s capital and its financial results. Changes in 

the exchange rates of the currencies in which the Kardan NV Group conducts its business 

are likely to affect the financial position of Kardan NV Group.  

In 2015 and 2016, changes in the currency rates had a significant effect on Kardan NV’s 

results and equity because of the strengthening of the shekel against the euro (in 2015-2016) 

and the weakening of the Chinese yuan against the euro (in 2016), which led to a reduction 

in the equity capital of the Company. 

Market Concentration Law – In December 2013, the Law to Promote Competition and 

Reduce Concentration, 2013 (“Market Concentration Law”) was officially published in 

Israel.  The Market Concentration Law includes three main chapters regarding the limitation 

of control over companies in a pyramid structure (the law prohibits control in a structure 

which consists of more than two tiers of reporting corporations, the separation between 

significant real corporations and significant financial institutions and the consideration of 

market-wide concentrations factors and industry competition factors in the allocation of 

interests. Given the holdings structure of Kardan NV, as of the date of this Report, Kardan 

NV is considered a Third-Tier Company (per the definition of this term in the Market 

Concentration Law).  
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Therefore, according to the provisions of the Market Concentration Law, Kardan Israel, 

Kardan Yazamut and Kardan NV are granted a six-year transition period, starting from 

December 2013, during which it must find a way to reduce the company’s control structure 

to only two tiers of reporting companies. In addition, according to the provisions of Section 

25(D) of the Market Concentration Law, as of June 2014 and until the end of the transition 

period, a company of the third tier or higher is required to change the structure of its board 

of directors so that the majority of the board, less one member (for example 3 out of 7 or 4 

out of 9, etc.), will be external directors, and that the majority of directors on the company 

board of directors will be independent.  

According to the Regulations to Promote Competition and Reduce Market Concentration 

(the type of company which is not a tiered company and provisions for the attribution of 

control), 2014 (below in this Section: “the Relief Regulations”), a company will not be 

classified as a tiered company for the purpose of Section 25(D) of the Market Concentration 

Law (that is, the above-mentioned requirements for changing the structure of the board of 

directors would not apply to it), inter alia, to the extent that the company is a foreign company 

(as defined in the Companies Law), provided that most of its incumbent directors fulfill the 

following conditions:   (1) they satisfy the definition of an independent or non-dependent 

director under the foreign law applicable to the foreign company and (2) they meet the 

provisions set forth in section (1) of the definition of "independent director" in the Companies 

Law. As of the date of this Report, a majority of Kardan NV’s directors (five of the nine 

incumbent directors16) satisfy the definition of independent director in the Kardan NV code, 

and, to the best of Kardan NV’s knowledge, comply with the Section (1) of the definition of 

“independent director” in the Companies Law. Therefore, to the best of Kardan NV’s 

knowledge and understanding, the Relief Regulations apply to it, to the fullest extent of the 

applicability of Section 25(D) of the Market Concentration Law.   

It should be emphasized that to the best of Kardan NV’s knowledge, Kardan Israel and 

Kardan Yazamut are continuing to explore additional options for reduction of the control 

structure of the Group.  However, as at the date of this Report, a decision has not yet been 

reached in this matter, such that Kardan NV is unable to predict what impact such a reduction 

will have on its holdings structure and/or its activities.    

For additional details regarding factors and trends affecting each activity sector, see the 

descriptions of each activity sector.  

 

 

                                                           
16  Due to the completion of Mr. Albert May’s tenure as a director of Kardan NV on May 26, 2016, and in deference 

to the Relief Regulations, on December 12, 2016, the general meeting of Kardan NV approved the appointment 

of Mr. Max Groen as an independent non-executive director.  
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7. Description of the Real Estate Sector in Asia 

General 

Kardan NV has activity in the real estate sector in Asia, which as of the date of this report 

is performed entirely in China. The activity is performed by Kardan Land China, a 

company incorporated in Hong Kong whose entire issued and paid-up share capital (100%) 

is held by GTC Holding (a wholly owned subsidiary of Kardan NV). 

The real estate activity of Kardan Land China in China is described in this chapter below: 

the first part of the chapter deals with a description of the real estate development 

properties of Kardan Land China. The next part presents a description of the investment 

property held by Kardan Land China, and the final part of the Chapter provides disclosure 

and other general details of activity in the real estate sector in Asia as a whole. 

As of the date of this Report, Kardan Land China has five construction projects (residential 

and commercial buildings) in four cities throughout China: Shenyang (the capital of 

Liaoning Province in north-east China and the largest city in this province), Xianyang (a 

city in north-east China bordering the city of Xian), Changzhou (a city located 160 

kilometers north-west of Shanghai) and Dalian (the second largest city in Liaoning 

Province).  

In addition, Kardan Land China holds (100%), operates and manages Galleria Dalian 

shopping center in Dalian, which was opened in Q3 2015.  

Furthermore, until the end of 2016, Kardan Land China also managed Galleria Chengdu in 

Chengdu, the capital of Sichuan Province, which was built by Kardan Land China, opened 

to the public in Q4 2010, and which was owned by Kardan Land China through December 

23, 2014.1   

7.1 Definitions: 

Kardan Land China Limited (formerly GTC Real 

Estate China Ltd., a company incorporated in Hong 

Kong). 

- Kardan Land China 

GTC Real Estate Holding B.V., a company 

incorporated in the Netherlands that holds all the 

issued share capital of Kardan Land China. 

- GTC Holding 

Kardan Land China and the companies it holds. - Kardan Land China Group 

7.2 Holdings Chart – Kardan Land China Group 

Presented below is a chart of the structure of the principal holdings of Kardan Land China 

in (active) subsidiaries and related companies as of the date of the Report:

                                                 
1   The agreement for provision of management services and operation of Galleria Chengdu by Kardan Land China ended 

on December 31, 2016. For additional information, see Section 7.22.2 below. 
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Hong kong

China

Symbols:

Kardan Land China Limited

Shenyang Taiying Real 
Estate Development 

Limited

Shenyang

GTC Palm 
Garden 

Development 
Limited

Shaanxi GTC 

Lucky Hope 
Real Estate 

Development 
Limited

Changzhou GTC 

Lucky Hope Real 
Estate 

Development 
Limited

Shenyang GTC 

Lucky Hope Suzy 
Real Estate 

Development 
Limited

Qili Xiangdi Palm GardenOlympic Garden City Dream Suzy Dalian Europark

Kardan Land
(Beijing) 

Management 
and Consulting 

Co. Limited

GTC (China) 

Investment Co. 
Limited

GTC Lucky 
Hope Dadong 

Limited

Green Power 

Development 
Limited

Rainfield

Development 
Limited

Kardan Land 

Dalian Limited

Kardan Land 

Dalian (HK) 
Limited

Kardan Land

(Chengdu) Asset 
Management Co. 

50% 50%

50% 50% 50% 100%

100%100% 92.27% 100% 100%

100%

100%

A Company The name of te 

project
Kardan Land 

(Chengdu) Asset 
Management 
Limited-Dalian 

100%

*The Company holds the Qili Xiangdi project, in which all of the apartments were sold in 2011. Kardan Land China still has rights to 

receive a dividend from said company and rights for return of its investment upon liquidation. 
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A. Description of the Real Estate Development Properties 

(the Residential Construction Sector) 

7.3 General Information Regarding the Residential Construction Sector 

7.3.1 Economic features and trends in China 

Over the past 25 years, China has become the nation with the most accelerated economic 

growth rate in the world. However, in recent years the growth rate has slowed down 

somewhat, which was seen in a decline in the growth rate from 10.3% in 2010 to 6.7% in 

2016.2 Additionally, over the last 30 years, the Chinese economy has been undergoing a 

gradual process of change, from an economy controlled by the government to a market 

economy that is more open to international markets.  

As of 2016, China's economy comprised 17.8% of the gross world product, and maintained 

a total workforce of approximately 776 million people.3 As aforementioned, the growth rate 

of the Chinese economy in 2016 was 6.7%, where the growth rate of the service sector was 

at a rate of 7.8% (compared to 8.3% in 2015) and the growth rate of domestic production 

was 6.1% (compared to 6% in 2015). 

In November 2015, China’s five-year plan for 2016-2020 was published. One of the plan’s 

main objectives was to transform the Chinese economy from an export-dependent to a 

consumption-driven economy. Under the plan, the restriction on having a single child was 

lifted and, as of March 2016, it is permitted to have two children in China, a policy that 

may lead to an increase in local demand. Other principal topics raised in the plan are: 

maintaining an annual growth rate of 6.5%, doubling the GNP and income per capita 

between 2010-2020 in both urban and rural areas, augmenting the increase in consumption 

component of economic growth factors, removing the non-urban population from the 

poverty line by 2020, and increasing total foreign investments in China by clarifying the 

rules and laws that apply to foreign investors. 

In 2016, a 10.4% increase  in the retail sales of consumer goods was recorded, as well as an 

8.4% increase in disposable income per capita, and a 2% rise in the inflation rate. In 

addition, in 2016, the Chinese government kept a uniform fixed interest, after lowering it 

(five times) in 2015, from 5.6% to 4.35%. Additionally, in 2015, the capital adequacy 

requirements were made less stringent for the banks,4 in an attempt to increase private 

consumption, with this trend continuing in 2016, including further 0.5% reduction in the 

banks’ capital adequacy requirements.  

 

  

                                                 
2   The growth rate in China in the years 2010-2016 was as follows: 2010 – 10.3%; 2011 – 9.2%; 2012 – 7.8%; 2013 – 

7.7%; 2014 – 7.4%; 2015 – 6.9%; 2016 – 6.7%. The data were taken from official publications of the Chinese Ministry 

of Finance, http://www.gov.cn.  
3  Research Department, ETN China – Economic Review/November 2015, http://tih.co.il/news.asp?id=601 
4  National Bureau of Statistics, China. 

http://www.gov.cn/
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7.3.2 Table of economic parameters in China*  

Following are data on the Chinese economy. 

Macro-economic  parameters: For the year ended 

31.12.2016 31.12.2015 31.12.2014 

GDP (PPP) USD 21.27 trillion USD 19.51 trillion USD 18.27 trillion 

Per-capita GDP (PPP) USD 15,400 USD 14,300 USD 13,400 

GDP growth rate (PPP) 6.7% 6.9% 7.3% 

Per-capita GDP growth rate (PPP) 7.69% 6.71% 8.64% 

Rate of inflation 2.0% 1.6% 1.5% 

Yield on local long-term government 

debt 
3.0% 3.1% 3.1% 

Rating of long-term government debt 

(S&P for 5 years) 
AA- AA- AA- 

Exchange rate of local currency vs. 

EUR as of last days of the year 
7.3 7.1 7.5 

*According to publications of the Chinese National Bureau of Statistics http://www.stats.gov.cn, 

publications of the Chinese Ministry of Finance http://www.gov.cn, publications of the S&P ratings 

agency http://www.standardandpoors.com, CIA: https://www.cia.gov/library/publications/the-

world-factbook/ 

7.3.3 Residential construction market in China  

The real estate market in China is a highly decentralized market characterized by fierce 

competition, in which hundreds of large real estate companies operate, without one single 

entity having a particularly large market share. Real estate companies can be divided into 

big or very big companies, many of which are public companies or partially state owned 

companies, and small companies. Normally the big companies have better access to 

financial resources needed for development and construction. Real estate companies can 

also be divided into local companies and foreign companies. Most of the local companies 

focus on the residential construction market: some of these are companies on a national 

scale, which are partly owned by the Chinese government, and some are smaller private 

companies that focus on specific provinces within the country. The foreign companies, 

(mainly from Hong Kong and Singapore) are primarily engaged in the commercial real 

estate sector and in the construction of luxury residential projects in first and second tier 

cities. For additional information, see Section 7.15 below. 

Please note that it is common to divide the Chinese cities into first, second and third tier 

cities. The first tier cities are the four most developed cities in China (in terms of GDP and 

per-capita GDP, infrastructure, education, etc.), Shanghai, Beijing, Guangzhou and 

Shenzhen. The second tier cities are less developed than the first tier cities in terms of the 

features mentioned and include provincial capitals and other major cities in China, such as 

Shenyang, Xian, Chengdu and Dalian, where Kardan Land China is active.  
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According to estimates,5 the ongoing process of Chinese urbanization is expected to bring 

about the creation of 170 million new city-dwellers by 2025 – a trend that is expected to 

bring about an improvement in the residential real estate market. 

The policy of the Chinese government changes from time to time aiming to control the 

different developments in the real estate markets (both upwards and downwards). 

Accordingly, the Chinese government employs various tools in order to influence the prices 

of apartments and the real estate market in general, including placing a limit on the number 

of residences a family may acquire in specific cities for certain periods, with this limit 

being the acquisition of just two residences in some instances, and measures pertaining to 

the mortgage market, a prohibition on granting a mortgage for a third residence, as well as 

changes relating to the amount of equity capital required in order to receive a mortgage. 

Changes in the real estate policy maintained by the Chinese government could impact on 

Kardan Land China's total real estate activity and the results of said activity.  

To the best of Kardan Land China’s knowledge, residential prices rose relatively quickly in 

the first half of 2016, mainly in first tier cities and some second tier cities in the Southeast 

coastal areas.6 However, starting from October 2016, over 20 cities announced restrictive 

housing policies to moderate the continued rapid rise in housing prices. Kardan Land China 

is not active in the cities that announced restrictive housing policies. 

According to the National Bureau of Statistics of China, in 2016 real estate investment in 

China grew by 6.9%, as compared to the 1% increase in investment in 2015. 

 

                                                 
5  JonesLangLasalle; China60: From fast growth to smart growth (2015). 
6  National Bureau of Statistics of China – Change with house prices in 70 largest cities in China. 
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7.4 Below is summary data about residential projects – aggregate data:7 

7.4.1 The following table lists a summary of the results of the real estate development projects (in EUR millions):8 

Parameter For the year ended on 

Dec. 31, 2016 Dec. 31, 2015 Dec. 31, 2014 

Income from area of activity (consolidated) 0.76 0.79 46.9 

Gross profit from area of activity (consolidated) 0.09 0.11 3.3 

Profit from area of activity (corporate share)  0.09 0.11 3.3 

Total assets of area of activity on the balance sheet (consolidated)9 101.48 99.70 98.1 

7.4.2 The following table lists the projects under construction as of December 31, 2016:10  

Projects under construction as of the last day of the reporting year  

  

Total number of residential units in projects under construction 8,004 

Inventory balance in the books related to projects under construction (in cost terms) in million EUR 174 

Total projected gross profit from projects under construction11 185 

Number of binding sales contracts signed in the current period regarding projects under construction 630 

Number of residential units in buildings under construction for which binding sales contracts have been signed 318 

Number of binding sales contracts signed since the end of the reporting period and through February 28, 2017 (with respect to projects under construction) 38 

  

                                                 
7 The monetary values in the following tables were translated from local currency (Chinese yuan) into euro according to the exchange rate of 7.3068 Chinese yuan per 

euro. 
8  The data are according to the data in Kardan Land China’s financial statements, and accordingly do not include the projects presented on an equity basis in Kardan 

NV's financial statements. 
9  Relates only to the balance of inventory of apartments under construction. 
10  Except for in the case of the Dalian project, the data in the tables below represent the proportional part (50%) of the projects, as they are stated according to the 

equity method in the books of Kardan NV. 
11 Data in this table with regard to expected gross profit constitute forward-looking information, as defined in the Securities Law, based on the prices of 

apartments already sold, agreements signed with subcontractors, construction costs, management experience with construction and marketing of projects, 

the state of relevant markets, including the state of the global market, the specific data for each project and the yuan/euro exchange rate. These estimates 

may not materialize, in whole or in part, or may materialize differently, even materially differently than expected due to unforeseen delays in project 

construction of the projects, the state of the local and global markets, including as a result of the direct and/or indirect implications of the global economic 

crisis and changes in demand for residential space, changes in the exchange rates and/or realization, in whole or in part, of the risk factors listed in section 

7.25 of this part. 
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Except for in the case of the Dalian project, the data in the tables below represent the proportional part (50%) of the projects, as 

they are stated according to the equity method in the books of Kardan NV. 

7.4.3 Below is summary information about residential construction projects (projects under construction) (data reflect 50% of the 

projects) as of December 31, 2016:12 

Kardan 

Land 

China's 

share in 

the 

project 

Project 

name 

 

Marketing 

start date 

Expected 

sales 

conclusion 

date 

Project 

completion 

date / 

expected 

completion 

date 

Total 

planned 

residential 

units 

Number of 

residential 

units on 

hand as of 

Dec. 31, 

2016 (a) 

Number of 

unsold 

residential 

units on 

hand as of 

Dec. 31, 

2016 (b) 

Number of 

residential 

units on 

hand as of 

Dec. 31, 

2015 (a) 

Number of 

unsold 

residential 

units on 

hand as of 

Dec. 31, 

2015 (b) 

Cumulative 

number of 

sold 

residential 

units 

through 

Dec. 31, 

2014 (a) 

Cumulative 

number of 

sold 

residential 

units 

through 

Dec. 31, 

2014 (b) 

Cumulative 

number of 

sold 

residential 

units 

through 

Dec. 31, 

2016 (c) 

Cumulative 

number of 

sold 

residential 

units 

through 

Dec. 31, 

2015 (c) 

Number of 

residential 

units sold 

after Dec. 

31, 2016 

through 

February 

2017(c) 

46% 

City 

Dream 

Phases 

1-5 

2008 2021 2020 2,239 633 304 686 258 654 300 1,942 1,621 5 

50% 

 

Olympic 

Garden 

Phases 

1-5 

2006 2020 2019 4,761 480 47 558 198 835 212 4,198 3,891 33 

100% Dalian 2012 2020 2020 1,063 324 59 328 65 481 480 643 637 - 

46%-

100% 
Total - 3 

2006-

2012 

2019-

2021 

2019--

2020 
8,063 1,437 410 1,572 521 1,970 992 6,782 6,149 38 

(a)  Including apartments sold but not yet delivered and apartments under construction but have not yet received approval to be 

put on sale. For a definition of sale, see note (c) below. 

(b) Apartments approved for sale but not yet sold. To be clear, the local government in China grants its approval for the sale of 

the apartments only after construction has reached a specific phase. For a definition of sale, see note (c) below. 

(c) The figures relate only to apartments for which a binding agreement has been signed, and do not include ordered apartments, 

for which a deposit has been made but no binding agreement has been signed yet.    

                                                 
12 Data in this table with regard to expected project completion date and expected date for conclusion of sales, total planned units, expected cost and total cost constitute 

forward-looking information, as defined in the Securities Law, based on agreements signed with subcontractors, management experience with construction and 

marketing of projects, the state of the relevant markets and on specific project data. These estimates may not materialize, in whole or in part, or may materialize 

differently, even materially differently than expected due to unforeseen delays in project construction, changes in the state of the local and global markets, including 

those resulting from direct and/or indirect implications of the global economic crisis and changes in demand for residential space and/or materialization, in whole or 

in part, of the risk factors listed in section 7.25 of this part. 
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7.4.4 Below is summary information about residential construction projects (projects at the planning stages, where construction has 

not yet commenced) (data reflect approximately 50% of the projects) as of December 31, 2016:13  

Kardan Land China's 

share in the project 
Project name  

Expected sales 

conclusion date 

Expected project 

completion date 

Total planned 

residential units 

Actual costs (EUR 

in millions) 

Expected costs 

(EUR in millions) 

Total cost (EUR in 

millions) 

50% 

Palm Garden - the Remainder of 

Phases 3 and 4, and Phases 5 and 
6 

N/A(*) 

50% 
Suzy – the Remainder of Phase 3 

and Phases 4 and 5 
2019 2020 1,832 19.20 71.80 91.00 

50% Total – 2 2019 2020 1,832 19.20 71.80 91.00 

(*) As detailed in Section 7.6.5, in light of the low sales rate of apartments of the Palm Garden Project (Phases 1, 2, part of Phase 

3 and Phase 4.1), the Project Company is considering the plan with respect to the continued development of these phases in this 

project. 

Kardan Land China is examining the development plan of projects whose construction has not yet commenced, and is seeking, 

as needed, shortly before the commencement of the project's construction, to revise and/or modify the construction plans 

according to its reviews and the updated demand projections of the clients. In light of the aforesaid, and in view of the 

uncertainty concerning the plans of these projects, the estimated date of the commencement of their construction (and with 

regard to the Suzy project, of the difficulties in vacating lands) and the fact that under Chinese law it is not possible to enter into 

agreements for the sale of residential units prior to construction commencement, with regard to projects which are in the 

planning stages whose construction has not yet commenced, no data are provided in the Report of the expected revenues, the 

expected gross income and the expected gross margin, as are provided for residential construction projects that are under 

construction, as detailed in sections 7.4.5 and 7.4.6 below. Moreover, and as provided above, no agreements for the sale of 

residential units has been signed. 

 

  

                                                 
13  Data in this table with regard to expected project completion date and expected date for conclusion of sales, total planned units, expected cost and total cost 

constitute forward-looking information, as defined in the Securities Law, based on the project plans, agreements signed with subcontractors, construction 

costs, management experience with construction and marketing of projects, the state of the relevant markets, for the Suzy project – estimates for the date of 

clearing of the land and the specific project data, and on the yuan/euro exchange rate. These estimates may not materialize, in whole or in part, or may 

materialize differently, even materially differently than expected due to unforeseen delays in project construction, changes in the state of the local and 

global markets, including those resulting from direct and/or indirect implications of the global economic crisis, changes in demand for residential space, 

changes in the yuan/euro exchange rate and/or materialization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
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7.4.5 Below is a summary of data for projects whose construction was concluded in the reporting period and whose sale is yet to be 

fully concluded as of December 31, 2016 (the data represent the proportionate share (approx. 50%) of the projects, because they 

are presented on an equity basis in Kardan NV’s books): 

Project Name Inventory Balance in Books (in Increases Terms, EUR 

Millions) 

Disclosure of Residential Unit Inventory (in Terms of 

Residential Units) 

  

0-6 

Month

s 

6-12 

Month

s 

12-18 

Month

s 

18-24 

Month

s 

Over 

24 

Month

s 

Total 0-6 

Month

s 

6-12 

Months 

12-18 

Month

s 

18-24 

Month

s 

Over 

24 

Month

s 

Total Expected 

Gross 

Profit in 

Euro 

Millions 

Terms 

Number of 

Binding Sale 

Contracts from 

the End of the 

Reporting 

Period to the 

Shortly Before 

the Report Date 

Suzy Phases 1-2 and 

Part of Phase 3 (*) 
- - 0.40 0.04 2.03 2.47 - - 9 1 46 55 0.39 0 

Palm Phases 1- 2 and 

part of phase 3(**) 
- - - - 4.76 4.76  - - - 75 75 0.74 3 

Palm Garden Phase 

4.1 (***) 
4.82 - - - 0.40 5.22 141 - - - 15 156 0.23 0 

(*) As of December 31, 2016, in the Suzy Project, in Phases 1, 2 and part of Phase 3, there is one unsold apartments left (the 

company's share: 0.5). The remaining 110 apartments (the company's share: 55) were sold, but are yet to be delivered to the 

tenants. 

(**) As of December 31, 2016, in the Palm Garden Project, Phases 1, 2 and part of 3, there are 46 unsold apartments left (the 

company's share: 23). The remaining 104 apartments (the company's share: 52) were sold, but are yet to be delivered to the 

tenants. 

(***) As of December 31, 2016, in the Palm Garden Project, Phase 4.1, there were 292 unsold apartments (the company’s share: 

146). The remaining 20 apartments (the company’s share: 10) were sold, but are yet to be delivered to the tenants. 
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7.4.6 Below is a summary of expected data for residential construction projects under construction as of December 31, 2016 (EUR in 

millions) and through the date of anticipated completion of the project (other than in relation to the Dalian project, the data 

reflect the proportionate share (50%) of the projects):14  

Project name 

and Kardan Land China's share in it  

Expected revenues 
Expected 

costs 

Expected 

gross income 

Expected gross 

margin 
Expected revenues from 

signed contracts 

Expected revenues from 

inventory 
Total 

46% (CD1-5) 31.20 49.57 80.77 68.93 11.85 14.67% 

50% (OG1-5) 34.35 66.60 100.95 77.93 23.02 22.80% 

100% (Dalian) 63.49 154.13 217.62 179.93 37.69 17.32% 

46%-100% 129.04 270.30 399.34 326.79 72.56 18.17% 

7.4.7 Below is summary information about cumulative and expected data with respect to residential projects under construction 

(expected surplus/deficit on the projects) as of December 31, 2016 (EUR in millions) (other than in relation to the Dalian project, 

the data reflect the proportionate share (approximately 50%) of the projects):15  

Project name and Kardan 

Land China’s share in it 

Revenues 

actually 

received 

Receivables 

with respect to 

sold units 

(apartments, 

stores and 

parking spaces) 

Inventory at 

selling prices  
Total revenues 

Actual costs 

paid/accrued 

Remaining costs 

payable through 

project conclusion 

Total costs 
Expected 

gross income 

46% (City Dream)  

Phases 1-5 
162.01 2.07 49.58 213.66 138.95 28.44 167.39 46.27 

50% (Olympic Garden)  

Phases 1-5 
243.14 2.51 66.60 312.25 175.10 44.85 219.95 92.30 

100% (Dalian) 127.65 16.50 154.12 298.27 173.78 77.60 251.38 46.89 

46%-100% 532.80 21.08 270.30 824.18 487.83 150.89 638.72 185.46 

                                                 
14  Data in this table with regard to expected income, expected cost and gross profit constitute forward-looking information, as defined in the Securities Law, based on 

the prices of the apartments that have already been sold, agreements signed with subcontractors, construction costs, management experience with construction and 

marketing of projects, the state of the global market and on specific data on each project and the yuan/euro exchange rate. These estimates may not materialize, in 

whole or in part, or may materialize differently, even materially differently than expected due to unforeseen delays in project construction, changes in the state of the 

local and global markets, including those resulting from direct and/or indirect implications of the global economic crisis and changes in demand for residential space 

and/or materialization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
15 The estimates referred to above regarding the remaining expected revenues and costs payable through project conclusion, total costs and the expected gross income 

constitute forward-looking information, as defined in the Securities Law, based on the prices of apartments already sold, on construction costs, construction duration 

and on the state of applicable markets, including the state of the global market and the yuan/euro exchange rate. The aforesaid estimates may not materialize, in 

whole or in part, or may materialize differently, even materially differently than expected due to change in apartment prices in specific areas or in the entire market, 

delays in completing the project, including those resulting from direct and/or indirect implications of the global economic crisis, changes in market conditions, 

changes in demand for residential space, and changes In the yuan/euro exchange rate and/or realization, in whole or in part, of the risk factors listed in section 7.25 of 

this part. 
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7.4.8 Below is summary information about apartments in residential projects the construction of which was complete as of December 

31, 2016 (other than in relation to the Dalian project, the data reflect the proportionate share (50%) of the projects):  

Project 

Aggregate number of 

residential units whose 

construction has been 

completed from the 

beginning of the project until 

December 31, 2016 

Aggregate number 

of residential units 

whose construction 

has been 

completed from 

the beginning of 

the project until 

December 31, 2015 

Number of 

residential units 

sold whose 

construction has 

been completed 

as of December 

31, 2016 

Number of 

residential units 

sold whose 

construction has 

been completed 

as of December 

31, 2015 

Balance of 

unsold 

completed 

apartments 

as of 

December 31, 

2016 

Balance of 

unsold 

completed 

apartments as 

of December 

31, 2015 

Aging of 

completed 

apartment 

inventory 

 

Suzy - 

Phases 12 and part of Phase 3 
1,947 1,947 1,946 1,940 1 8 6 years 

Palm Garden –  

Phases 1, 2,part of Phase 3 and 

Phase 4.1 

847 689 682 621 165 68 1-8 years 

City Dream –  

Phases 1, 4, 5 
1,970 1,317 1,942 1,238 28 79 1-5 year 

Olympic Garden  

Phases 1-5 
3,830 3,681 3,817 3,653 13 28 1-8 years 

100% Dalian 440 440 381 375 59 65 3 year 

Total 9,034 8,074 8,768 7,827 266 248  
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7.4.9 Below is summary information about sales* in residential projects as of December 31, 2016 (other than in relation to the Dalian 

project, in which the data reflect 100% of the project, the data reflect 50% of the projects):  

Project 

Average selling 

price per sqm 

for contracts 

signed in 2016 

(EUR) 

Average selling price per 

sqm for contracts signed in 

2015 (EUR) 

Number of residential units sold under contracts signed in the relevant 

period 

Number of 

residential units for 

which the sale 

agreement was 

canceled in 2016 

2016 

(Total) 
Q4 / 2016 Q3 / 2016 Q2 / 2016 

Q1 / 

2016 
2015 

Suzy Phases 1, 2 and part 

of Phase 3 
626 687 7 2 3 1 2 36 1 

Palm Garden Phases 1, 2 

part of Phase 3 and Phase 

4.1 

547 745 46 13 7 18 9 36 0 

City Dream Phases 1, 4, 

5 
743 765 321 40 83 91 107 209 2 

Olympic Garden Phases 

1, 4, 5 
730 750 307 91 69 86 61 274 10 

100% (Dalian) 2,314 2,633 6 3 - 2 1 266 - 

Total 760 1,131 686 149 162 196 180 821 13 

* The Company defines a “Sale” as any apartment for which a binding agreement has been signed with the purchaser and that at 

least 30% of the apartment's value has been paid for. 
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7.5 Disclosure regarding material projects in the real estate development sector 

Below are details regarding material projects in the real estate development sector. 

The Company defines "Material Project" as a project that fulfills one or more of the 

following conditions: 

7.5.1 The expected gross income from the project, as of December 31, 2016, when multiplied by 

the rate of holding in the project company, constitutes 5% or more of the total equity 

capital of Kardan NV in the consolidated financial statements as of December 31, 2016. 

7.5.2 The expected investment in the project, as of December 31, 2016, when multiplied by the 

rate of holding in the project company, constitutes 5% or more of the total assets of Kardan 

NV (less the equity account attributed to the project company) in the consolidated financial 

statements as of December 31, 2016, with the addition of the product of the rate of holding 

in the project company and the project company’s total assets. 

The total expected average annual revenue, as defined below, as of December 31, 2016, 

when multiplied by the rate of holding in the project company, constitutes 5% or more of 

the consolidated revenues of Kardan NV for 2016, with the addition of the product of the 

rate of holding in the project company and the project company’s total assets. 

"Total Expected Average Annual Revenue" - total expected revenues from the project, 

divided by the number of years over which the Company expects, as of the applicable date, 

to recognize revenues with respect to the project. 

Any project for which one or more of the parameters listed above in sections 7.5.1 through 

7.5.3 is 10% or more is defined as a "Highly Material Project” and further details thereof 

are provided within the framework of section 7.7 below. 

It should be noted that the aforesaid examination (and accordingly – also the breakdown 

presented below) is conducted in relation to the defined stages of each project (under 

construction or in planning). Hence, the number of stages with regard to which information 

is provided, is greater than the number of locations where Kardan Land China is active 

. 
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7.6 Additional disclosure about highly material projects 

Below are detailed data about the projects which were classified by the Company, on the 

basis of the tests specified in section 8.5 above, as highly material projects.16 

7.6.1 Olympic Garden Project (Phases 1-5) – a highly material project 

7.6.1.1 Project presentation:  

Data based on 100%, Kardan Land China's share – 50%  

Project name Olympic Garden Phases 1-5 

Project location Xi’an, Shanxi Province, China 

Brief description of project 

Phases 1-5 include 9,522 residential units, 394 shops and 3,573 parking 

spaces with a built-up area of  1,015,086 sqm17 (this area does not include 

area for school, preschool and neighborhood club the Company built) 

Constructing company Shanxi GTC Lucky Hope Real Estate Development Limited 

Special agreements - 

Effective share of the 50% 

company in the project  

Structure of holdings in the project Kardan Land China holds a 50% share in the project company 

State names of the partners (that hold more than 25% of 

the rights in the Project) 

The Project Company is held by Kardan Land China and three additional 

partners who each hold 17.5%, 12.5% and 20%.  

Method of presentation in financial statements Equity basis 

Date of acquiring the land November 2006 and August 2007 

Area of the land on which the project will be built 350,475 sqm 

Start date of construction work Fourth quarter, 2006 

Details of legal rights in the land 
70-year lease of part of the land intended for residential construction. 40-

year lease of part of the land intended for commercial use. 

Special agreements (combination/urban renewal/other) None 

Was the value of sale (net) estimated during the 

reporting period? 
No 

Discussion on existence of infrastructures near the 

project 
None 

Special issues (construction deviations, ground pollution, 

material performance or planning failures)  
None 

Percentage of project executed in cash flow terms (direct 

construction only, as of December 31, 2016) 
73% 

ROE* - Return on Equity 334% 

ROI** - Return on Investment 13.6% 

* Return on Equity calculation- The fair value of the net income, as of December 31, 

2016, is divided over the equity capital invested in the project and the total shareholder's 

loan granted for the project (including those that were repaid). 

** Return on Investment calculation- The fair value of the net income , as of December 

31, 2016, is divided over all the project development costs with the addition of tax costs 

(irrespective of the financial source, whether it is a shareholders loan, an equity investment, 

loans from banks, etc.)  

                                                 
16  The monetary values in the following tables were translated from local currency (Chinese yuan) to the euro according to 

the exchange rate of 7.3068 Chinese yuan per euro. 
17 The change in the number of shops and parking spaces is attributable to the change in the design of the project. 
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7.6.1.2 Planning status of the project (the data assume that 100% gross is to be marketed):18 

Project planning status as of December 31, 2016 

The data are for 100%, Kardan Land China's share in the project 50% 

Current planning status  

Type of inventory 
Total area (gross 

equivalent) 

Maximum 

number of units 

Expected construction conclusion 

date (as of December 31, 2016)19  

Residential units 886,317 sqm 9,522 2019  

Commercial space 18,780 sqm 400 2019  

7.6.1.3 Expected revenues and costs as of December 31, 2016 (EUR in millions)20  

 Expected revenues Expected costs Expected gross income 

2017 33.90 26.17 7.73 

2018 60.57 46.76 13.81 

2019 64.46 49.76 14.70 

2020 42.97 33.17 9.80 

Total 201.89 155.86 46.04 

 

  

                                                 
18 Data in this table with regard to the expected construction conclusion date constitute forward-looking information, as 

defined in the Securities Law, based on management experience with construction of projects, on the costs of 

construction inputs at the time of making the estimate, including the cost of subcontractors, on the state of the local and 

global market and on specific project data. These estimates may not materialize, in whole or in part, or may materialize 

differently, even materially differently than expected due to change in the factors on which the estimates are based, 

including those resulting from direct and/or indirect implications of the global economic crisis, changes in market 

conditions and changes in demand for residential space, unexpected delays in construction of the project and/or 

realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
19 The change in the anticipated date of completion of construction from 2017 to 2019 is attributable to the revision of the 

plans and their adaptation to the rate of sales in the project, and for the commercial space, it is also due to the rate of 

development in the region in which the project is located. 
20 Data in this table with regard to expected receipts, expected costs and expected gross income constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction and marketing of 

projects, on the costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on 

selling prices, on the state of the local and global market, the yuan/euro exchange rate and on specific project data. These 

estimates may not materialize, in whole or in part, or may materialize differently, even materially differently than 

expected due to change in the factors on which the estimates are based, including those resulting from direct and/or 

indirect implications of the global economic crisis, changes in market conditions, changes in demand for residential 

space, changes in the yuan/euro exchange rate and/or realization, in whole or in part, of the risk factors listed in section 

7.25 of this part. 
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7.6.1.4 Construction costs and progress:21  

Actual costs (EUR in millions) 
As of December 31, 

201622 
As of December 31, 2015 

Total cumulative land costs at the end of the period 47.6 49.0 

Total cumulative construction and other costs 302.6 312.3 

Including financing costs 5.6 5.5 

Total cumulative costs (including land costs) 350.2 361.3 

Total expected project costs (estimate) 439.9 463.3 

Total cost not yet invested (estimate) 89.7 102.0 

Including total financing costs 5.6 5.7 

Percentage of execution in cash flow terms (excluding land) 73% 67% 

Engineering completion rate (%) 77% 75% 

Expected completion date 2019 2018 

7.6.1.5 Data regarding sale agreements:23  

 2016 Q4 / 2016 Q3 / 2016 Q2 / 2016 Q1 / 2016 2015 2014 

Cumulative number of units at end of the 
period for which a sale agreement was signed 

8,395 8,395 8,213 8,075 7,904 7,782 7,234 

Number of units for which a binding sale 
agreement was signed during the period 

613 182 138 171 122 548 574 

% of space sold during the period (out of the 

residential space alone) 
6.5% 1.9% 1.5% 1.8% 1.25% 5.8% 5.7% 

% cumulative consideration received until the 

end of the period from the total of cumulative 

sales value (residential space alone, EUR in 
millions) 

99% 99% 99% 98% 99% 99% 98% 

Total cumulative consideration from binding 

sale contracts for residential units (EUR in 
millions) 

492 492 479 468 458 452 349 

Total balance of expected consideration at end 

of period from binding sale contracts for 

residential units (EUR in millions) 

5 5 6 7 6 4 8 

Average price per sqm in the contracts signed 

during the period (RMB) 
5,313 5,452 5,338 5,288 5,109 5,322 5,565 

                                                 
21 Data in this table with regard to expected costs and the expected construction conclusion date constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction of projects, on the 

costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on the state of the 

local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not materialize, 

in whole or in part, or may materialize differently, even materially differently than expected due to change in the factors 

on which the estimates are based, including those resulting from direct and/or indirect implications of the global 

economic crisis, changes in market conditions and changes in demand for residential space, unexpected delays in 

construction of the project, changes in the yuan/euro exchange rate and/or realization, in whole or in part, of the risk 

factors listed in section 7.25 of this part. 
22 The change in estimations relating to the project costs as of December 31, 2016 versus December 31, 2015, is 

attributable to changes in the yuan/euro exchange rate (yuan 7.3068/euro as of December 31, 2016 versus yuan 7.1/euro 

as of December 31, 2015). 
23 Data in this table with regard to the balance of the expected consideration constitute forward-looking information, as 

defined in the Securities Law, based on payments due to be received from third parties, and on the yuan/euro exchange 

rate. These payments may not be received, in whole or in part, as a result of actions by said third parties, over which the 

Company has no control and the possible causes for which are listed in section 7.25 of this part, and which may change 

as a result of changes in the yuan/euro exchange rate. 
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 2016 Q4 / 2016 Q3 / 2016 Q2 / 2016 Q1 / 2016 2015 2014 

Average area in square meters for residential 

units remaining in inventory as at the end of 
the period 

91 91 91 91 91 92 87 

Space sold from the date of the Report until 

immediately prior to publication of the Report 

(sqm)  

5,925 

 

Average price per sqm in the contracts signed 

from the date of the Report until immediately 
prior to publication of the Report (RMB)  

5,440 

 

(*) The total consideration received is presented in EUR millions, and is calculated as 

follows: the cumulative consideration in the original currency (Yuan) for the calculation 

year, divided by the exchange rate of December 31 of that year. 

7.6.1.6 Advances received:  

 2016 2015 2014 

Advances received during the period (EUR in millions) 47.60 48.22 48.26 

7.6.1.7 Expected recognition of revenues from binding sale contracts on the project (signed 

contracts):24   

Year Total revenues to be recognized with respect to residential units (EUR in millions) 

2017 33.90 

2018 26.35 

7.6.1.8 Gross margin (EUR in millions):25  

 As of December 31, 2016 As of December 31, 2015 

Total estimate of project revenues 624.50 644.23 

Total expected project cost (estimate) 439.92 463.34 

Total expected project income 184.58 180.89 

Total expected gross margin on the project 30% 28% 

Average price per square meter according 

to which gross profit was calculated 

Residential 4,762 4,813 

Commercial 17,820 15,687 

                                                 
24 Data in this table with regard to the expected recognition of revenues constitute forward-looking information, as defined 

in the Securities Law, based on management experience with construction and marketing of projects, on the costs of 

construction inputs at the time of making the estimate, including the cost of subcontractors, on selling prices, on the state 

of the local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not 

materialize, in whole or in part, or may materialize differently, even materially differently than expected due to change 

in the factors on which the estimates are based, including those resulting from direct and/or indirect implications of the 

global economic crisis, changes in market conditions, changes in demand for residential space, changes in the yuan/euro 

exchange rate and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
25 Data in this table with regard to the estimate of revenues, estimate of costs, expected income and expected gross margin 

constitute forward-looking information, as defined in the Securities Law, based on management experience with 

construction and marketing of projects, the sale prices under signed contracts, on the costs of construction inputs at the 

time of making the estimate, including the cost of subcontractors, on selling prices, on the state of the local and global 

market, the yuan/euro exchange rate and on specific project data. These estimates may not materialize, in whole or in 

part, or may materialize differently, even materially differently than expected due to change in the factors on which the 

estimates are based, including those resulting from direct and/or indirect implications of the global economic crisis, 

changes in market conditions, changes in demand for residential space, changes in the yuan/euro exchange rate and/or 

realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
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7.6.1.9 Sensitivity analysis for the expected gross profit in a project that is yet to be recognized 

(EUR in millions): 

 10% 5% 0% (5%) (10%) 

Influence of change in the sale prices of spaces 

with respect to which binding sale contracts are 

yet to be signed, per square meter, on the 
expected gross profit that is yet to be recognized. 

198 191 185 178 171 
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7.6.2 Europark Dalian Project (part of the project attributed to apartments or offices, the 

commercial part is presented and analyzed separately) – a highly material project 

under construction 

7.6.2.1 Project description 

Data reflect 100% of the project; 

Kardan Land China’s share – 100% 
Details as of December 31, 2016 

Project name: Europark Dalian 

Project location: Dalian, China 

Brief description of project: Combined project of residence and commerce, including a shopping center 

(Galleria Dalian), two SOHO (Small Office Home Office) buildings, a 

residential hotel, two luxury residential buildings and parking areas,. Total 

construction area: approximately 327 thousand sqm in the city of Dalian in 

China. Total planned: 1,063 residential units in salable area of 109,704 

sqm. In the project there are 2,244 parking spaces frequented by tenants of 

the buildings and shopping center visitors.26 

Corporation’s effective share in the project: 100% 

Structure of holdings in the project (description of 

holdings through subsidiaries and the like): 

Kardan China holds 100% of the share capital of Land Dalian (HK) 

Limited, which holds 100% of the share capital of Kardan Land Dalian 

Ltd. that owns the project. 

State names of the partners in the project (in 

situations where the partners constitute a related 

party or hold more than 25% of the rights in the 

property): 

None 

Presentation method in the financial statements: Fully consolidated 

Date of acquiring the land on which the project will 

be built: January 2011 

Area of the land on which the project will be built: 66,016 sqm 

Start date of construction work: 2012 

Details of legal rights in the land (ownership, lease 

and the like): 

Usage rights for 40 years. Said usage rights can be extended provided that 

the property owner submits an application on time. 

Special agreements related to the project 

(combination/urban renewal/other) 
None 

Existence of material exposures for the company 

reporting for the project 

The project is highly material, both for Kardan Land China and Kardan 

N.V. 

Was the value of sale (net) estimated during the 

reporting period? 
Yes.  

Discussion of existence of infrastructures near the 

project 
None 

Special issues (material construction deviations, 

ground pollution, etc.)  
No 

Percentage of project executed in cash flow terms 

(direct construction only, as of December 31, 2016) 
51% 

ROE* - Return on Equity 41.4% 

ROI** - Return on Investment 12.7% 

* The fair value of the net income, as of December 31, 2016, is divided over the equity 

capital invested in the project at the valuation date (and the total shareholders' loan granted 

for the project (including repaid loans). 

** The fair value of the net income, as of December 31, 2016, is divided over all the 

project expenses with the addition of tax costs (irrespective of the financial source, whether 

it is a shareholders loan, an equity investment, loans from banks, etc.). 

                                                 
26 The change in the area for marketing and the number of residential units is attributable to a change in the design of the 

project. 
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7.6.2.2 Planning status of the project (the data assume that 100% gross is to be marketed)27  

Project planning status as of December 31, 2016 

The data are for 100%, Kardan Land China's share in the project 100% 

Current planning status 

Type of inventory 
Total area (gross 

equivalent) 

Maximum number of 

units 

Expected construction conclusion date (as of 

December 31, 2016) 

Residential units 109,704 sqm 1,063 2020 

7.6.2.3 Expected revenues and costs as of December 31, 2016 (EUR in millions)28  

 Expected Revenues Expected Costs Expected Gross Profit 

2017 70.62 65.93 4.69 

2018 9.94 7.28 2.66 

2019 68.45 51.92 16.52 

2020 68.62 54.80 13.82 

Total 217.6 179.93 37.6 

For information regarding revenues and cost of sales that were recognized in the financial 

statements, see section 2.1.2 of the Directors’ Report below. 

  

                                                 
27 Data in this table with regard to the expected construction conclusion date constitute forward-looking information, as 

defined in the Securities Law, based on management experience with construction of projects, the pace of construction 

of the project, the costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on 

the state of the local and global market and on specific project data. These estimates may not materialize, in whole or in 

part, or may materialize differently, even materially differently than expected due to change in the factors on which the 

estimates are based, including those resulting from direct and/or indirect implications of the global economic crisis, 

changes in market conditions, delays in construction of the project and changes in demand for residential space and/or 

realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
28 Data in this table with regard to expected receipts, expected costs and expected gross income constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction and marketing of 

projects, on the costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on 

selling prices, on the state of the local and global market, the yuan/euro exchange rate and on specific project data. These 

estimates may not materialize, in whole or in part, or may materialize differently, even materially differently than 

expected due to change in the factors on which the estimates are based, including those resulting from direct and/or 

indirect implications of the global economic crisis, changes in market conditions,  changes in demand for residential 

space, changes in the yuan/euro exchange rate, and/or realization, in whole or in part, of the risk factors listed in section 

7.25 of this part. 
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7.6.2.4 Construction costs and progress:29  

Actual costs (EUR in millions) As of December 31, 201630 As of December 31, 2015 

Total cumulative land costs at the end of the period 74.07 76.28 

Total cumulative construction and other costs 99.71 99.97 

Including financing costs31 5.64 5.59 

Total cumulative costs (including land costs) 173.78 176.25 

Total expected project costs (estimate) 251.38 260.87 

Total cost not yet invested (estimate) 77.60 84.63 

Including total financing costs 5.42 16.84 

Percentage of execution in cash flow terms (excluding land) 51% 49% 

Percentage of engineering completion (%) 56% 54% 

Engineering completion date 2020 2018 

  

                                                 
29 Data in this table with regard to expected costs and the expected construction conclusion date constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction of projects, on the 

costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on the state of the 

local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not materialize, 

in whole or in part, or may materialize differently, even materially differently than expected due to change in the factors 

on which the estimates are based, including those resulting from direct and/or indirect implications of the global 

economic crisis, changes in market conditions and changes in demand for residential space, changes in the yuan/euro 

exchange rate and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
30 The change in the estimates regarding the project costs as of December 31, 2016 compared to December 31, 2015 is 

attributable to the change in the yuan/euro exchange rate (7.3068 yuan to the euro on December 31, 2016, compared to 

7.1 yuan to the euro on December 31, 2015). 
31 For information regarding the credit taken to finance construction of the project, see Sections 7.11.3 and 7.18.1.5 below. 
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7.6.2.5 Data regarding sale agreements:32  

 2016 
Q4 / 

2016 

Q3 / 

2016 

Q2 / 

2016 

Q1/2016 
2015 2014 

Cumulative number of units at end of the period 

for which a sale agreement was signed (*) 
643 643 640 638 637 637 371 

Number of units for which a binding sale 

agreement was signed during the period 
6 3 0 2 1 266 221 

% of space sold during the period (out of the 

residential space alone) 
0.41% 0.16% 0.00% 0.20% 0.00% 24% 19% 

% cumulative consideration received until the 

end of the period from the total of cumulative 

sales value (residential space alone, EUR in 

millions) 

89% 89% 78% 78% 78% 78% 100% 

Total consideration from binding sale contracts 

for residential units (EUR in millions) 
135.07 135.07 118.31 117.99 117.78 121.16 78.44 

Total balance of expected consideration at end 

of period from binding sale contracts for 

residential units (EUR in millions) 

16.66 16.66 32.98 33.30 32.85 33.95 0.09 

Average price per sqm in the contracts signed 

during the period (RMB)33 
17,877 17,659 - 18,156 17,500 18,680 17,253 

Average square meter for residential units 

remaining in inventory as at the end of the 

period 

100 

 

Space sold from the date of the Report until 

immediately prior to publication of the Report 

(sqm) 

0 

Average price per sqm in the contracts signed 

from the date of the Report until immediately 

prior to publication of the Report (RMB) (0 

apartments) 

N/A 

(*)The total consideration received is presented in EUR millions, and is calculated as 

follows: the cumulative consideration in the original currency (Yuan) for the calculation 

year, divided by the exchange rate of December 31 of that year. 

  

                                                 
32 Data in this table with regard to the balance of the expected consideration constitute forward-looking information, as 

defined in the Securities Law, based on payments due to be received from third parties, and the yuan/euro exchange rate. 

These payments may not be received, in whole or in part, as a result of actions by said third parties, over which the 

Company has no control and the possible causes for which are listed in section 7.25 of this part, and may change as a 

result of changes in the yuan/euro exchange rate. 
33 Most of the sales in 2015 were the sale of a residential hotel building. In 2016, only SOHO units were sold in another 

building in the same project that is characterized by a lower price. 
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7.6.2.6 Advances received: 

 2016 2015 2014 

Advances received during the period (EUR in millions) 17.49 34.73 47.88 

7.6.2.7 Expected recognition of revenues expected from binding sale contracts on the project 

(signed contracts)34 

Year (quarter) Total revenues to be recognized with respect to residential units (EUR in millions) 

2017 63.49 

2018 - 

7.6.2.8 Gross margin in respect of the entire project (EUR in millions):35  

 As of December 31, 201636 As of December 31, 2015 

Total estimate of project revenues 298.27 310.09 

Total expected project cost (estimate) 251.38 260.87 

Total expected project income 46.90 49.21 

Total expected gross margin on the project 16% 16% 

Average square meter for residential units remaining in inventory 

as at the end of the period  

(Residential) 

19,923 20,307 

7.6.2.9 Sensitivity analysis for the expected gross profit in a project that is yet to be recognized 

(EUR in millions): 

 10% 5% 0% (5%) (10%) 

Influence of change in the sale prices of spaces with respect to 

which binding sale contracts are yet to be signed, per square 

meter, on the expected gross profit that is yet to be recognized. 

61.45 54.17 46.90 39.62 32.35 

For information regarding the credit extended by banks to finance the project, see Section 

7.18.1.5 below. 

  

                                                 
34 Data in this table with regard to the expected recognition of revenues constitute forward-looking information, as defined 

in the Securities Law, based on management experience with construction and marketing of projects, on the costs of 

construction inputs at the time of making the estimate, including the cost of subcontractors, on selling prices, on the state 

of the local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not 

materialize, in whole or in part, or may materialize differently, even materially differently than expected due to change 

in the factors on which the estimates are based, including those resulting from direct and/or indirect implications of the 

global economic crisis, changes in market conditions, changes in the yuan/euro exchange rate, and changes in demand 

for residential space and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
35 Data in this table with regard to the estimate of revenues and costs, expected income and expected gross margin 

constitute forward-looking information, as defined in the Securities Law, based on management experience with 

construction and marketing of projects, on the costs of construction inputs at the time of making the estimate, including 

the cost of subcontractors, on selling prices, on the state of the local and global market, the yuan/euro exchange rate and 

on specific project data. These estimates may not materialize, in whole or in part, or may materialize differently, even 

materially differently than expected due to change in the factors on which the estimates are based, including those 

resulting from direct and/or indirect implications of the global economic crisis, changes in market conditions, changes in 

the yuan/euro exchange rate and changes in demand for residential space and/or realization, in whole or in part, of the 

risk factors listed in section 7.25 of this part. 
36 The change in assessments relating to the project costs and the expected gross profit, and the average price per square 

meter as of December 31, 2016 compared to December 31, 2015 is attributable to a change in the yuan/euro exchange 

rate (7,3068 yuan/euro on December 31, 2016 compared to 7.1 yuan/euro on December 31, 2015). 
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7.6.3 City Dream Project Phase 1-5 – Highly material project under construction: 

7.6.3.1 Project presentation 

Data based on 100%, Kardan Land China's share – 46% Details as at December 31, 2016 

Project name City Dream Phases 1-5  

Project location Changzhou, Jiangsu Province, China 

Brief description of project 
Phases 1-5 include 4,477 residential units, 304 shops and 2,820 

parking spaces with a built-up area of 672,411 sqm37  

Constructing company Changzhou GTC Lucky Hope Real Estate Development Limited 

Special agreements - 

Share of the Project company 46% 

Structure of holdings in the project 

Kardan Land China holds a 50% share in Green Power 

Development Limited, which in turn holds 92.27% of the project 

company 

State names of the partners (who hold more than 25% of the 

rights in the project) 
Lucky Hope Decision Limited 50% 

Date of acquiring the land October 2008 

Area of the land on which the project will be built 194,650 sqm 

Start date of construction work 2008 

Details of legal rights in the land 

70-year lease of part of the land intended for residential 

construction. 40-year lease of part of the land intended for 

commercial use. 

Special agreements related to the project (combination/urban 

renewal/other) 
None 

Existence of material exposures for the company reporting for 

the project 
None 

Was the value of sale (net) estimated during the reporting 

period? 

Yes. In accordance with the financial statements, EUR 2.7 million 

in an additional provision were set aside for impairment, 

attributable to the underground parking spaces. 

Discussion of existence of infrastructures near the project None 

Special issues (material construction deviations, ground 

pollution, etc.)  
None 

Percentage of project executed in cash flow terms (direct 

construction only, as of December 31, 2016) 
71.0%  

ROE* - Return on Equity 73% 

ROI** - Return on Investment 6.9% 

* The fair value of the net income, as of December 31, 2016, is divided over the equity 

capital invested in the project at the valuation date. 

** The fair value of the net income, as of December 31, 2016, is divided over all the 

project costs with the addition of tax costs (irrespective of the financial source, whether it is 

a shareholders loan, an equity investment, loans from banks, etc.). 

  

                                                 
37  The growth in the number of apartments, stores and parking spaces is attributable to the start of Phase 5 of the project. 
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7.6.3.2 Planning status of the project (the data assume that 100% gross is to be marketed)38  

Project planning status as of December 31, 2016 

The data are for 100%, Kardan Land China's share in the project 46% 

Current planning status 

Type of inventory 
Total area (gross 

equivalent) 
Maximum number of units 

Expected construction conclusion 

date (as of December 31, 2016) 

Residential units 490,195 sqm 3,941 2019 

Commercial space 50,585 sqm 284 2019 

7.6.3.3 Expected revenues and costs as of December 31, 2016 (EUR in millions)39  

 Expected revenues Expected costs Expected gross income 

2017 55.06 46.98 8.08 

2018 17.58 15.00 2.58 

2019 50.41 43.02 7.39 

2020 38.50 32.85 5.65 

Total 161.55 137.85 23.70 

  

                                                 
38 Data in this table with regard to expected receipts, expected costs and expected gross income constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction and marketing of 

projects, on the costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on 

selling prices, on the state of the local and global market, the yuan/euro exchange rate and on specific project data. These 

estimates may not materialize, in whole or in part, or may materialize differently, even materially differently than 

expected due to change in the factors on which the estimates are based, including those resulting from direct and/or 

indirect implications of the global economic crisis, changes in market conditions, changes in the yuan/euro exchange 

rate, and changes in demand for residential space and/or realization, in whole or in part, of the risk factors listed in 

section 7.25 of this part. 
39 Data in this table with regard to expected costs and the expected construction conclusion date constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction of projects, on the 

costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on the state of the 

local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not materialize, 

in whole or in part, or may materialize differently, even materially differently than expected due to change in the factors 

on which the estimates are based, including those resulting from direct and/or indirect implications of the global 

economic crisis, changes in market conditions, changes in the yuan/euro exchange rate  and changes in demand for 

residential space and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
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7.6.3.4 Construction costs and progress40  

Actual costs (EUR in millions) As of December 31, 2016 As of December 31, 2015 

Total cumulative land costs at the end of the period(*) 63.12 56.03 

Total cumulative construction and other costs 214.78 204.71 

Including financing costs 1.10 1.14 

Total cumulative costs (including land costs) 277.90 260.74 

Total expected project costs (estimate)41 334.78 295.66 

Total cost not yet invested (estimate)41 56.88 34.92 

Including total financing costs - - 

Percentage of execution in cash flow terms (excluding land) 71% 78% 

Engineering completion rate (%) 82% 88% 

Expected completion date 2019 2017 

(*) As of December 31, 2016, the phases under construction were Phase 1-5, while on 

December 31, 2015, the phases under construction were phase 1-4.  

  

                                                 
40 Data in this table with regard to expected costs and the expected construction conclusion date constitute forward-looking 

information, as defined in the Securities Law, based on management experience with construction of projects, on the 

costs of construction inputs at the time of making the estimate, including the cost of subcontractors, on the state of the 

local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not materialize, 

in whole or in part, or may materialize differently, even materially differently than expected due to change in the factors 

on which the estimates are based, including those resulting from direct and/or indirect implications of the global 

economic crisis, changes in market conditions, changes in the yuan/euro exchange rate and changes in demand for 

residential space and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
41  The change in assessments relating to the project costs and the expected gross profit of December 31, 2016 versus 

December 31, 2015 stems from changes in the yuan/euro exchange rate (yuan 7.3068/euro as of December 31, 2016 

versus yuan 7.1/euro as of December 31, 2015).  
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7.6.3.5 Data regarding sale agreements:42  

 2016 
Q4 / 

2016 

Q3 / 

2016 

Q2 / 

2016 

Q1 / 

2016 
2015 2014 

Cumulative number of units at end of the 

period for which a sale agreement was 
signed 

3,883 3,883 3,804 3,638 3,457 3,243 2,825 

Number of units for which a binding sale 

agreement was signed during the period 
640 79 166 181 214 418 270 

% of space sold during the period (out of 

the residential space alone) 
14% 2% 4% 4% 5% 11% 6% 

% cumulative consideration received 

until the end of the period from the total 

of cumulative sales value (residential 
space alone, EUR in millions) 

99% 99% 100% 99% 99% 99% 98% 

Total cumulative consideration from 

binding sale contracts for residential units 
(EUR in millions) (*) 

314 314 307 292 275 267 199 

Total balance of expected consideration 

at end of period from binding sale 

contracts for residential units (EUR in 
millions) 

2.36 2.36 0.63 2.21 3.88 3.36 3.52 

Average price per sqm in the contracts 
signed during the period (RMB) 

5,802 437,086 5,933 5,724 5,278 5,428 6,119 

Average area in square meters for 

residential units remaining in inventory 

as at the end of the period  

117 117 117 110 110 120 103 

Space sold from the date of the Report 

until immediately prior to publication of 
the Report (sqm)  

2,842 

 

Average price per sqm in the contracts 

signed from the date of the Report until 

immediately prior to publication of the 
Report (RMB)  

5,931 

 

(*) The total consideration received is presented in EUR millions, and is calculated as 

follows: the cumulative consideration in the original currency (Yuan) for the calculation 

year, divided by the exchange rate of December 31 of that year.  

7.6.3.6 Advances received:   

 2016 2015 2014 

Advances received during the period (EUR in millions) 66.82 39.00 28.22 

  

                                                 
42  Data in this table with regard to the balance of the expected consideration constitute forward-looking information, as 

defined in the Securities Law, based on payments due to be received from third parties, and on the yuan/euro exchange 

rate. These payments may not be received, in whole or in part, as a result of actions by said third parties, over which the 

Company has no control and the possible causes for which are listed in section 7.25 of this part, and may change as a 

result of changes in the yuan/euro exchange rate.  
43 The rise in the average price per square meter is attributable to a different mix of apartment types sold and from a rise in 

apartment prices in Changzhou. 
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7.6.3.7 Expected recognition of revenues expected from binding sale contracts on the project 

(signed contracts):44   

Year Total revenues to be recognized with respect to residential units (EUR in millions) 

2017 55.06 

2018 7.34 

7.6.3.8 Gross margin (EUR in millions):45   

 As of December 31, 2016 As of December 31, 2015 

Total estimate of project revenues46(*) 427.31 383.31 

Total expected project cost (estimate)39 334.78 295.66 

Total expected project income 92.53 87.65 

Total expected gross margin on the project 21.7% 22.9% 

Average price per square 

meter according to which 
gross profit was calculated 

Residential 5,722 5,581 

Commercial 8,866 11,498 

(*) As of December 31, 2016, the phases under construction are Phases 1 to 5 compared to Phases 1-4 

as of December 31, 2015. 

7.6.3.9 Sensitivity analysis for the expected gross profit in a project that is yet to be recognized 

(EUR in millions): 

 10% 5% 0% (5%) (10%) 

Influence of change in the sale prices of spaces with 

respect to which binding sale contracts are yet to be 

signed, per square meter, on the expected gross 

profit that is yet to be recognized. 

101.89 97.21 92.53 87.85 83.17 

  

                                                 
44 Data in this table with regard to the expected recognition of revenues constitute forward-looking information, as defined 

in the Securities Law, based on management experience with construction and marketing of projects, on the costs of 

construction inputs at the time of making the estimate, including the cost of subcontractors, on selling prices, on the state 

of the local and global market, the yuan/euro exchange rate and on specific project data. These estimates may not 

materialize, in whole or in part, or may materialize differently, even materially differently than expected due to change 

in the factors on which the estimates are based, including those resulting from direct and/or indirect implications of the 

global economic crisis, changes in market conditions, changes in demand for residential space, changes in the yuan/euro 

exchange rate and/or realization, in whole or in part, of the risk factors listed in section 7.25 of this part. 
45  Data in this table with regard to the estimate of revenues and costs, expected income and expected gross margin, 

constitute forward-looking information, as defined in the Securities Law, based on management experience with 

construction and marketing of projects, on the costs of construction inputs at the time of making the estimate, including 

the cost of subcontractors, on selling prices, on the state of the local and global market, the yuan/euro exchange rate and 

on specific project data. These estimates may not materialize, in whole or in part, or may materialize differently, even 

materially differently than expected due to change in the factors on which the estimates are based, including those 

resulting from direct and/or indirect implications of the global economic crisis, changes in market conditions and 

changes in demand for residential space and/or realization, in whole or in part, of the risk factors listed in section 7.25 of 

this part. 
46 The change in assessments relating to the project costs and the expected gross profit of December 31, 2016 versus 

December 31, 2015 stems from changes in the yuan/euro exchange rate (yuan 7.3068/euro as of December 31, 2016 

versus yuan 7.1/euro as of December 31, 2015).  
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7.6.4 Suzy Project, Remainder of Phase 3 and Phases 4 and 5 – Very material project 

currently in planning stages 

In light of the delays in the vacating of some of the project areas, it was decided to suspend 

and reexamine the remaining project phases (the remainder of Phase 3 and Phases 4 to 5). 

In 2015 the construction of Phases 1, 2 and part of Phase 3 has been completed, and the 

inventory has one apartment left for sale and 3 parking spaces (these phases are described 

in Section 7.4.5 above as projects whose construction has been completed and whose 

delivery is yet to be concluded in full as of the last day of the reporting year). The 

remaining Project phases are in planning stages and are described in this Section below.  

7.6.4.1 Project presentation: 

Data reflect 100% of the project; 

Kardan Land China’s share – 50% 
Details as of December 31, 2016 

Project name: Suzy Project, remainder of Phase 3 and Phases 4 and 5. 

Project location: Shenyang, Liaoning Province, China 

Brief description of project: 

Land area: 121,428 sqm.  

Planned built-up area – (including shops and parking spaces) – 

357,863 

Residential construction: 269,582 sqm (not including parking 

spaces) 

Commercial: 34,143 sqm 

Serious marketing of the project has not yet commenced, 

primarily due to a delay in the eviction of the property on which 

the project is expected to be built. 

Said areas do not include the school built by the Company 

Corporation’s effective share in the project: 50% 

Structure of holdings in the project (description of holdings 

through subsidiaries and the like): 

Kardan Land China holds 50% in Rainfield Development 

Limited, which holds the entire capital of the project company. 

State names of the partners in the project(in situations where the 

partners constitute a related party or hold more than 25% of the 

rights in the property): 

The remaining 50% of the Project is held by Lucky Hope 

Decision. 

Presentation method in the financial statements: Equity method 

Date of acquiring the land on which the project will be built: February 2008 

Area of the land on which the project will be built: 121,428 sqm 

Planned end date of construction work: 
TBD due to difficulties in vacating the remaining properties of the 

Project. 

Start date of construction work: 
TBD due to difficulties in vacating the remaining properties of the 

Project. 

Details of legal rights in the land (ownership, lease and the like): 
Usage rights for 40 years in the commercial part; usage rights for 

50 years for the residential part 

Material agreements pertaining to the project (combination 

deals/vacate and build/other): 
None 

Existence of material exposures in the project for the corporation: None 

Has the net realizable value been estimated during the reporting 

period? 
Yes. 

Discussion regarding existence of infrastructure in the immediate 

area of the project: 
None 

Special topics (material construction irregularities, soil pollution, 

etc.): 

As of the date of this report, the Company is yet to complete the 

land vacating processes in Phases 4, 5 and part of Phase 3 of the 

Project. The aforementioned delay in the vacating of the 

properties delays the construction beginnings in the 

aforementioned phases. The Project Company maintains 

continuous contact with city hall in order to provide for and 

complete the vacating processes. 
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7.6.4.2 Planning situation of the project:  

Planning situation of the project as of December 31, 2016 

The data reflect 100%; Kardan Land China’s share in the project – 50% 

Present planning stage 

Type of inventory Total area (sqm) Total units Comments) 

Residential units 269,582 N/A *Due to the fact that the final plans for this 

part of the Project have yet to be approved, 

at this stage it is not possible to estimate the 
total number of units. 

Commercial space 34,143 N/A 

Unutilized building rights - - 

7.6.4.3 Costs invested in the project:   

(The data reflect 100%; 

Kardan Land China’s 

share in the project – 

50%) 

2016 (consolidated) (EUR in millions)   

Cumulative 

at end of 

2016 

In 

 Q4 

In 

 Q3 

In 

 Q2 

In Q1 

 

Cumulative at end of  

2015 

Cumulative 

at end of 

2014 

Costs invested (data in EUR millions): 

Total cumulative land 
costs at the end of period 

37.26 37.26 37.26 37.27 37.27 38.3 38.3 

Total cumulative 

development, taxes and 

fees costs 

3.58 3.54 3.54 3.54 3.48 3.4 3.4 

Total cumulative 

construction costs 
1.24 1.24 1.21 1.20 1.20 1.4 1.4 

Total cumulative 

financing costs 
(capitalized) 

- - - - - - - 

Total cumulative costs 42.08 42.08 42.01 42.01 41.95 43.1 43.1 
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7.6.5 Palm Garden Project - Remainder of Phases 3 and 4 and Phases 5 and 6 –Project in 

planning stages 

In light of the low sales rate of apartments in this project, the Project Company is 

considering the plan and the various possibilities with respect to the continued development 

Phases 3.3, 4, 5 and 6 of the Project. Accordingly, as of the second half of 2014, no new 

constructions have taken place in Phases 3, 4, 5 and 6 of the Project. 

7.6.5.1 Project presentation:  

Data reflect 100% of the project; 

Kardan Land China’s share – 50% 
Data as of December 31, 2016 

Project name: Palm Garden Remainder of Phases 3 and 4 and Phases 5 and 6 

Project location: Shenyang, Liaoning Province, China 

Brief description of project: 

Land area (remainder of Phases 3 and 4, and Phases 4 and 6) – 

226,400 sqm.  

Planned built-up area: 384,194 sqm. (including shops and parking 

space areas) 

Residential construction area: 256,699 (not including parking space 

areas) 

planned commercial area: 17,684 sqm 

Corporation’s effective share in the project: 50% 

Structure of holdings in the project (description of holdings 

through subsidiaries and the like): 

Kardan Land China holds 50% in Dadong Development Limited, 

which holds 100% of the project company. 

State names of the partners in the project(in situations where 

the partners constitute a related party or hold more than 

25% of the rights in the property): 

Lucky Hope Decision 

Presentation method in the financial statements 

(consolidated/ proportionately consolidated/equity method: 
Equity method 

Date of acquiring the land on which the project will be built: November 2006 

Area of the land on which the project will be built: 200,684 (remainder of Phases 3 and 4 and Phases 5 and 6) 

Planned end date of construction work: N/A  

Start date of construction work: N/A 

Details of legal rights in the land (ownership, lease and the 

like): 

Usage rights for 40 years for the commercial part; usage rights for 50 

years for the residential part. 

Material agreements pertaining to the project (combination 

deals/vacate and build/other): 
None 

Existence of material exposures in the project for the 

corporation: 

None 

Has the net realizable value been estimated during the 

reporting period? 
Yes 

Discussion regarding existence of infrastructure in the 

immediate area of the project: 
None 

Special topics (material construction irregularities, soil 

pollution, etc.): 
None 

7.6.5.2 Planning situation of the project:  

Planning situation of the project as of December 31, 2016 

The data reflect 100%; Kardan Land China’s share in the project – 50% 

Present planning stage 

Type of inventory Total area (sqm) Total units Comments) 

Residential units 256,700 N/A *Given the examination currently carried 

out by the Company with regard to the 

development of this project, at this point it 

is not possible to estimate the total number 
of units. 

Commercial space(*) 17,684 N/A 

Unutilized building rights - - 
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7.6.5.3 Costs invested in the project   

(The data reflect 100%; Kardan Land China’s 

share in the project – 50%) 

Cumulative at end of 

2016 (consolidated, in 

EUR millions) 

Cumulative at end of 

2015 (consolidated, in 

EUR millions) 

Cumulative at end of 

2014 (consolidated in 

EUR millions) 

 Costs invested (data in EUR millions): 

Total cumulative land costs at the end of period 30.1 30.8 18.05 

Total cumulative development, taxes and fees costs 1.71 1.3 0.93 

Total cumulative construction costs 1.6 1.3 2.29 

Total cumulative financing costs (capitalized)   

Total cumulative costs 34.33 33.4 21.27 

 

Additional information regarding the real estate development activity: 

7.7 Customers 

The Kardan Land China Group has numerous customers with whom it enters into 

engagements for the sale of residential units. In most instances, except for one-time 

transactions such as the sale of Building B and A2 in Dalian, in 2015 and 2014, 

respectively, as described in Section 7.23.3 below,47 customers are middle class customers 

who purchase a single apartment. The average price of the apartments that were sold in 

2016 was RMB 559,997 (EUR 76,600); compared to RMB 767,570 (EUR 111,000) in 

2015. The drop in the average price of apartments sold in the reporting period compared to 

2015 is attributable to a change in the mix of the apartments sold and the cities in which the 

apartments were sold. In 2015, most of the sales were in Building B in the project in 

Dalian, as set out in Footnote 47 below). 

In 2016, there was no customer the revenues from whom amounted to 10% or more of the 

total revenues of Kardan Land China in the financial statements, and Kardan Land China 

has no dependency on any particular customer. Note that in 2017, Kardan Land China had 

receipts from the sale of the residential hotel (as described in Footnote 47). However, these 

receipts will only be recognized as revenue upon handover of the hotel. 

                                                 
47  Kardan Land China Group entered into an agreement in August 2015 with Frasers Suite Dalian Company Ltd. Group for 

the sale of residential hotel B in Europark Dalian real estate project. The handover of residential hotel B is scheduled for 

October 2017. In 2015, 50% of the consideration (RMB 241 million and EUR 34 million) was paid; in 2016, 25% of the 

payment (RMB 120.3 million and EUR 16.5 million) was paid. Under the provisions of the agreement, upon handover 

of the residential hotel, Kardan Land China Group will receive 15% of the total amount (RMB 72.2 million, EUR 9.9 

million); and the balance of 10% (RMB 48.1,  EUR 6.6 million) in 2018 upon obtaining the initial title. 

 The data with respect of the expected project handover date and the obtaining initial title date, and with respect of the 

balance of the expected consideration, constitute forward-looking information, as defined in the Securities Law, based 

on the project plans, agreements signed with subcontractors, management experience with construction and marketing of 

projects, the state of the relevant markets, the sales agreement, and on the yuan/euro exchange. These estimates may not 

materialize, in whole or in part, or may materialize differently, even materially differently than expected due to 

unforeseen delays in project construction, changes in the state of the local and global markets, including those resulting 

from direct and/or indirect implications of the global economic crisis, changes in demand for residential space, changes 

in the yuan/euro exchange rate and/or materialization, in whole or in part, of the risk factors listed in section 7.25 of this 

part. The aforesaid payments may not be received, in whole or in part, as a result of actions by said third parties, over 

which the Company has no control, and the possible causes for which are listed in section 7.25 of this part, and may 

change as a result of changes in the yuan/euro exchange rate. 
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In 2016, companies in the Kardan Land China Group entered into sales agreements and 

orders for the sale of 1,308 apartments48 ) in four projects in three different cities in China: 

618 apartments in City Dream in Changzhou, 9 apartments in Suzy in Shenyang, 88 

apartments in the Palm project in Shenyang and 593 apartments in Olympic Garden in 

Xian. In addition, in the Europark Project in Dalian, Kardan Land China entered into sales 

agreements and orders for the sale of 14 SOHO units.  

7.8 Suppliers 

Kardan Land China operates as a real estate developer and performs the development 

processes in stages, by means of main contractors and subcontractors in the spheres of 

planning, construction and marketing. Kardan Land China selects the suppliers and 

contractors for each stage of the project on the basis of price quotations that it obtains from 

a number of companies with experience in each field, while engineers, who are engaged as 

employees of Kardan Land China and/or the project companies that are the partners of 

Kardan Land China and of its local partners, manage the project and supervise the work of 

the contractor companies. As of the date of this report, Kardan Land China is not dependent 

on any particular supplier whatsoever and has no material suppliers. Note that the Dalian 

project company is currently negotiating with a head contractor, with whom the agreement, 

if and when one is signed, could be material. 

7.9 Order backlog  

The order backlog (100% of the projects and not the company's part) is the total of the sale 

transactions for projects under construction, which were signed prior to December 31, 2016 

and which have not yet been recognized as revenue in the Statement of Comprehensive 

Income of Kardan Land China. The figures below are at the project company level, Kardan 

Land China’s part in these orders ranges from 46% to 50% for all of the projects, with the 

exception of the Dalian project, in which Kardan Land China holds 100% of the project. 

The total order backlog value as of December 31, 2016 was EUR 196.8 million compared 

to the total order backlog value as of December 31, 2015 which was EUR 207 million. 

Below are details regarding Kardan Land China’s order backlog in the residential 

construction sector as of December 31, 2016, analyzed by quarters; in EUR millions; the 

data were calculated based on the exchange rate of December 31, 2016:49 

Expected revenue 

recognition period 

Recognition of expected revenue according to order backlog 

as of December 31, 2016 (100% of the projects)* 

First quarter 2017 38.5 

Second quarter 2017 20.5 

Third quarter 2017 9.7 

                                                 
48  The above figure includes 1,358 sales agreements that were signed in 2016, of which 50 are sales agreements that are 

based on orders made in 2015. 
49  Recognition of revenue from sale of apartments will occur upon delivery of the apartment key and the signing of an 

apartment delivery protocol. In the period from December 31, 2016 to February 28, 2017, 571 apartments were delivered 

and the recognition on their account reflects an income of EUR 46.51 million, and 80 apartments were sold in exchange 

for EUR 6.9 million. 
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Fourth quarter 2017 81.6 

Total 2017 150.2 

Total 2018 43.7 

Below are details regarding the expected cash flow from Kardan Land China’s order 

backlog in the residential construction sector as of December 31, 2016, analyzed by 

quarters: (in EUR millions; data were calculated based on the exchange rate of December 

31, 2016).50  

Expected revenue 

recognition period 

Recognition of expected cash flow from the order backlog 

as of December 31, 2016 (100% of the projects)* 

First quarter 2017 8.67 

Second quarter 2017 4.09 

Third quarter 2017 - 

Fourth quarter 2017 9.33 

Total 2017 22.09 

Total 2018 6.22 

Below are details regarding Kardan Land China’s order backlog in the residential 

construction sector as of December 31, 2015, analyzed by quarters (in EUR millions; data 

were calculated based on the exchange rate of December 31, 2015):  

Expected revenue 

recognition period 

Recognition of expected revenue according to order backlog 

as of December 31, 2015 (100% of the projects)* 

First quarter 2016 19.3 

Second quarter 2016 8.2 

Third quarter 2016 44.7 

Fourth quarter 2016 11.1 

Total 2016 83.3 

Total 2017 123.7 

Total 2018 - 

*In accordance with IFRS 11, revenues from the Europark Dalian project will be reflected 

in the Revenue item in Kardan NV's statement of financial performance. The revenues 

from the other projects held with partners will appear under the Company's Share in 

Companies' Profits (Loss) item on an equity basis (net).  

The reason for the existing differences between revenue projections for 2016, which were 

based on Kardan Land China’s order backlog on December 31, 2015 and the revenues 

actually recognized in the 2016 financial statements were primarily attributable to new 

sales made in 2016 (particularly for the projects: Olympic Garden 1-5 and City Dream 1-5). 

The data with regard to the expected recognition of revenue and the expected cash 

flow from the order backlog is only an estimate, which is based on the payment dates 

stipulated under the agreements to sell the units, past experience and planned 

timetables pursuant to the various agreements and yuan/euro exchange rate. Changes 

in the core assumptions on which the aforesaid estimate was based (including as a 

                                                 
50  The expected cash flow is based on the payment date stipulated in the binding agreements to sell the units that have been 

signed.  
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result of the direct and/or indirect implications of the global economic crisis in  

general and specifically in the Chinese real estate market, changes in the state of the 

market and changes in demand for residential space, changes in the yuan/euro 

exchange rate, and/or realization, in whole or in part, of the risk factors listed in 

section 7.25 of this part) could materially change Kardan Land China’s estimate with 

regard to the expected recognition of revenue and the expected cash flow from the 

order backlog compared to the data presented above. 
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B.  Description of investment property 

7.10 General information about investment property activity in China 

As of the date of this report, Kardan Land China owns (at a rate of 100%) one investment 

property - Galleria Dalian shopping center located in the city of Dalian in North-Eastern 

China, the construction of which was completed in 2015 and which was opened to the 

public in August 2015. The shopping center has commercial rental areas (net) of 

approximately 64.8 thousand sqm and as of the date of the report's publication, the 

percentage of signed lease agreements amounts to 77.5%51 of the total commercial areas 

(net) of the shopping center.52  

Until December 2014, Kardan Land China held rights in 50% of the Galleria Chengdu 

shopping center, which is situated in Chengdu, the capital of Sichuan Province in southwest 

China,53 and, until December 31, 2016, Kardan Land China managed Galleria Chengdu.  

7.10.1 Investment properties in China – The market of shopping centers  

According to the thirteenth five-year plan, growth in private consumption is one of the 

objects that have a high priority of the Chinese government’s policy and this may have a 

positive impact on shopping centers. In the estimation of Kardan Land China’s 

management, a widespread trend of urbanization, government initiatives to encourage 

private domestic consumption and the rapid expansion of retail chains in China constitute 

positive growth factors in the commercial real estate market in China. Simultaneously, 

there is a trend of increased competition in this area from both local entrepreneurs and 

international companies, which creates greater competition of land for development. 

Another challenge is the online shopping, which is growing rapidly in China and driving 

the process of change in consumption habits (from shopping in shopping centers to online 

shopping). Kardan Land China, like other leading developers in the field, is adapting to this 

trend by increasing the percentage of tenants who provide entertainment services, food, 

sports, kids services, education services, and other activities that cannot be conducted 

online. 

7.10.2 Customers - Tenant mix  

Customers in the investment property sector are local and international companies that 

enter into lease agreements for commercial space and stores of various sizes and for 

medium- and long-term periods.  

Kardan Land China's policy in the investment property (shopping centers) sector is to 

contract with as many tenants as possible, such as large retail chains, international fashion 

                                                 
51   6.3% of the area was leased to related party of Kardan Land China 
52  As of December 31, 2016, the percentage of signed lease agreements out of the total areas offered for leasing (net areas) 

(in this footnote hereafter: "the Lease Areas") was 71.5%. This rate does not include “the Food Market” operated by 

Kardan (4,090.89 sq. m) on B1 Floor, which represents 6.3% of the Lease Area. In the period of December 31, 2016 and 

through the date of the report, there were no changes in percentage of the lease areas that were leased. 
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chains, food centers and cinemas, that will offer a wide variety of shops that are compatible 

with the shopping center's concept, primarily in the lifestyle and entertainment sectors, 

which together can provide a versatile tenants mix that offers a wide variety of products 

and services that will attract a broad customer base. For example, at Galleria Dalian, the 

lifestyle concept is primarily oriented towards five foci of attraction: entertainment, food, 

children, sports and health, and fashion. In addition, Kardan Land China has entered into 

lease agreements with international fashion chains (e.g., Zara, Uniqlo, H&M, Charles & 

Keith, Adidas and many others); Kids stores (e.g. Mothercare, Kidsland etc.); health and 

sports brands (e.g. Power House, Decathlon etc.) and entertainment provider (e.g. CGV 

cinema). Moreover, some of the tenants are leading brands in China (such as food suppliers 

e.g. Skyland). This sector is highly dependent on the buying power of the local population. 

In 2016, Kardan Land China terminated a lease agreement with a Chinese supermarket 

chain, that was supposed to be one of Galleria Dalian’s anchor tenants.  

Up until recently, supermarkets used to be main attractors of customer flow, which usually 

occupied significant space in commercial centers. However, given the low profit margins of 

the supermarket chains, they are cutting back on their commercial space and demanding 

favorable leasing terms. Therefore, Kardan Land China decided to lease part of the space 

that had been designated for a supermarket (2,000 sqm) to a different tenant, with better 

lease terms. With respect to the rest of the space (4,000 sqm), Kardan Land China decided 

to allocate it to a new concept of “food market,”- a European-style market mainly focusing 

on serving middle- and high-end customers and providing them high quality fresh food in a 

lively environment.  

For additional information regarding the anchor tenants of Kardan Land China, see Section 

7.12.4 below. As of the date of this report, approximately half of the commercial areas are 

leased out to small tenants.  

7.10.3 Policy on acquisition and realization of properties 

Kardan Land China concentrates on project development and construction and, 

accordingly, it enters into transactions for the acquisition of land and develops the real 

estate property. Kardan Land China has not acquired properties that are already under 

construction or already occupied. 

Kardan Land China’s policy is to hold an investment property at least until its 

establishment, and also thereafter, depending on market opportunities and the level of 

demand to consider selling part or all of the rights in the property. 

7.10.4 Material changes at the basis of the business activity over the last three years 

From 2012 through the end of 2014, Kardan Land China held the rights to two investment 

properties: 50% of the rights in Galleria Chengdu and 100% of the rights in the Galleria 

Dalian, which was undergoing construction. In 2014, Kardan Land China sold the balance 

of its holdings in Galleria Chengdu, and in the third quarter of 2015 the Galleria Dalian 

shopping center was opened to the public. Additionally, through December 31, 2016, 
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Kardan Land China managed the Galleria Chengdu shopping center. As of December 31, 

2016, Kardan Land China holds and manages one substantial investment property: Galleria 

Dalian. 

For more information regarding the sales transaction of Galleria Chengdu and the 

management services, see section 7.22.2 as following. 

7.10.5 Unique tax implications 

For details of taxation aspects, see section 7.19 below. 

7.10.6 Economic parameters 

For details of economic parameters concerning China, see section 7.3.2 above. 

7.10.7 Condensed results 

Presented below are the condensed results of investment property activity in China:  

It should be stressed that the data in the following table with respect to 2014 concern the 

Galleria Chengdu, the Company's holdings in which were sold in December 2014. The data 

pertaining to 2015 concern the Galleria Dalian, which was opened in the third quarter of 

2015, and at low occupancy levels. Accordingly, the revenues, profits from activity and 

NOI data in the table below which concern 2015 reflect the activity of the Galleria Dalian 

project in the fourth quarter of 2015 only. 

Parameter54 

 

For the year ended 

31.12.2016 31.12.201559 31.12.201455 

EUR in millions 

Total income from activity (consolidated) 5.6 1.2 8.0 

Revalued profits/losses (consolidated, before tax) (2.6) 20.9 5.1 

Profits of activity (consolidated, before tax and finance, less 

marketing and direct general and administrative expenses). 

Does include profits from revaluation and does not include profit 

from the sale of 50% of the property 

(12.4) 20.0 8.4 

NOI from identical properties for the last two reporting periods 

(consolidated) 
(3.0) (0.9) 3.9 

NOI from identical properties for the last two reporting periods 

(Company share) 
(3.0) (0.9) 3.9 

Total NOI (consolidated) (3.0) (0.9) 3.9 

Total NOI (Company share) (3.0) (0.9) 3.9 

In light of the fact that in 2016, Kardan Land China had only a single investment 

property, the additional numeric data are provided, in order to avoid duplication, as 

part of the information provided in section 7.12 below in relation to the property 

itself, which is a highly material asset. 

                                                 
54 Under IFRS11, the data concerning 2014 which relate to the galleria Chengdu project were not presented in the financial 

statements of Kardan NV directly in the statement of profit and loss, but were instead included in the company's share 

line in included company profits. The data concerning to 2015 and 2016 relate to the Galleria Dalian shopping center, 

which is entirely held (indirectly) by Kardan NV and is accordingly consolidated in its financial statements. 
55  
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Specific Disclosure with Regard to Highly Material Investment Properties 

7.11 Highly Material Property – Galleria Dalian Commercial Center 

7.11.1 General – Presentation of the property  

 Details as of December 31, 2016 

Property name: Galleria Dalian shopping center 

Part of a combined residential and commercial project (Europark 

Dalian), which includes the shopping center (Galleria Dalian), 

two Small Office Home Office (SOHO) buildings, a residential 

hotel, two luxury residential buildings and parking areas, in a total 
built-up area of 327 thousand sqm in Dalian in China.  

 

Location of property: North Changjiang Road, Zhongshan District, Dalian City, 

Liaoning Province, China 

Division of space, broken down by uses:  64,834 sqm. Net for leasing 

460 parking spaces 

Holding structure in the property (description of the holding 

through investee companies, including the percentage holding 

therein and the percentages of their holding in the property: 

100% of the property is held by Kardan Land Dalian Ltd, which is 

wholly held by Kardan Land China Limited 

Effective share of the corporation in the property (if held by an 

investee company - the multiplication of the corporation’s share 

in the investee company by the investee company’s share in the 

property): 

100%  

Names of the partners in the property (if the partners hold more 

than 25% of the rights in the property or if the partners are 

related parties) 

Irrelevant 

Date of land purchase 2008 

Details of legal rights in the property (ownership, lease, etc.): 40-year lease.  

Registration status of legal rights: 40-year lease. 

Special matters (Material construction exceptions, land pollution, 

etc.): 

N/A 

Method of presentation in the financial statements 

(Consolidated/proportionately consolidated/equity method): 

Full consolidation 
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7.11.2 Principal Data56  

Data based on 100%, the 

company's share in the 

property – 100%) 

Total 

2016 
Q4 2016 Q3 2016 Q2 2016 Q1 2016 

Total 

2015** 

Total 

2014 
 

On the 

date of the 

property's 

purchase 

Fair value at end of period 
(EUR in millions) 

240.46 240.46 236.78 240.41 242.25 250.31 181.07 

Cost of 

Construction 

(in EUR thousands) 

 

Book value at end of period 240.46 240.46 236.78 240.41 242.25 250.31 181.07 
Date of acquiring 

the land 

October 4, 

2007 

Revaluation gain or (loss) 

(EUR in thousands) 
(2,588) (2,180) - (408) - 20,907 8,859 

Occupancy rate (%) 0% 

Occupancy rate at the end of 
period (%)57 

71.51% 71.51% 73.38% 72.16% 70.14% 70.5% 59.8% 
NOI (in EUR 

thousands) 
0 

Average occupancy rate 71.57% 71.7% 73.36% 70.9% 70.3% 66.2% 40.71%   

Actual leased area (sqm) 46,364 46,364 47,576 46,784 45,475 45,695 39,226   

Activation rate at end of period 
(%) 

66.80% 66.80% 64.90% 62.25% 46.52% 43.5% N/A 
  

Total revenues (in EUR 

thousands) 
5,582 1,476 1,461 1,379 1,267 N/A N/A 

  

Average rental per sqm (per 

month) (EUR) (***) 
12.30 11.37 11.72 11.92 15.11 N/A N/A 

  

Average basic rental per sqm 

(excluding variable rent from 

the sales turnover) in the 
contracts signed during the 

period (EUR) 

12.76 20.38 22.46 10.7 9.88 12.4 9.7 

  

NOI (EUR in thousands) (**) (3.00) (0.81) (0.72) (0.74) (0.74) N/A   

Adjusted NOI (EUR in 

thousands) 

1.3 (0/07) 0.10 0.20 0.93 N/A   

Actual rate of return (%) (1.2%) (1.3%) (1.2%) (1.2%) (1.2%) N/A   

Adjusted rate of return (%) 1.9% (0.1%) 0.2% 0.3% 1.5%     

Number of tenants at the end of 

the reporting year (#) 
119 119 124 117 114 112 55 

  

Average redemption per sqm to 

average rental per sqm 

ratio(*)(***) 

73% 75% 63% 75% 79% N/A N/A 

  

Exchange rate – EUR/RMB 7.31 7.49 7.49 7.38 7.33 7.1 7.46   

(*) The data presented are true to the best of Kardan Land China's knowledge, and are provided on the 

basis of information received from the tenants or other third parties, as the case may be. Kardan Land 

China has no way of verifying that this information is indeed correct. 

(**) the shopping center's opening ceremony was held on August 24, 2015. Accordingly, the data 

above in 2015 are presented only with respect to the fourth quarter. 

(***) Including the adjustment of income component as it appears in the financial statements and in 

accordance with IFRS rules. 

                                                 
56  Data in this table with regard to expected costs and the expected construction conclusion date constitute forward-looking 

information, as defined in the Securities Law, based on the management's experience with construction projects, the cost 

of construction inputs as of the date of the assessment, including the prices of subcontractors, the state of local and 

global market and specific contract data. These estimates may not materialize, in whole or in part, or may materialize 

differently, even materially differently than expected due to changes in the factors on which the assessments are based, 

including those resulting from direct and/or indirect implications of the global economic crisis, changes in the market 

condition and changes in demand for residential space, and/or materialization, in whole or in part, of the risk factors 

listed in section 7.25 of this part 
57  As of December 31, 2016, the percentage of signed lease agreements out of the total areas offered for leasing (net areas) 

(in this footnote hereafter: "the Lease Areas") was 71.5%. This rate does not include “the Food Market” operated by 

Kardan (4,090.89 sq. m) on B1 Floor, which represents 6.3% of the Lease Area. There is no change in the occupancy 

rate after the date of the statement of financial standing. 
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7.11.3 Composition of revenues and costs (not including financing costs ascribed to the entire 

project) 

(Data reflect 100%; the 

Company’s share in the property – 

100%) 

Q4 2016 Q3 2016 Q2 2016 Q1 2016 Total 

2015* 

Total 2014 

Revenues: (EUR in millions) 

From rentals – fixed58 0.83 0.90 0.84 0.84 0.74 

N/A** 

From rentals – variable 0.11 0.11 0.09 0.06 0.11 

From management fees 0.45 0.42 0.38 0.36 0.35 

From the operation of parking lots 0.01 0.01 0.01 0.01 - 

Others 0.08 0.03 0.06 0.01 0.05 

Total revenues 1.48 1.47 1.38 1.28 1.25 

Costs:      

Management, maintenance and 

operating 
2.28 2.18 2.12 2.00 2.28 

Depreciation (if recorded) 0.11 0.07 0.07 0.06 0.05 

Other costs 1.52 1.67 1.68 1.59 2.00 

Total costs: 3.91 3.93 3.87 3.65 4.33 

Profit: (2.44) (2.46) (2.49) (2.39) (3.08) 

NOI: (0.81) (0.72) (0.74) (0.74) (1.03) 

*The shopping center's opening ceremony was held on August 24, 2015. Accordingly, the 

data regarding 2015 are presented only for the fourth quarter of 2015. 

** The shopping center was opened on August 24, 2015, therefore the table above does not 

include data for 2014. 

 

                                                 
58  Including the adjustment of income component as it appears in the financial statements and in accordance with IFRS 

rules. 
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7.11.4 Principal tenants in the property   

(Data reflect 

100%; the 

Company’s 

share in the 

property – 

100%) 

Percentage of 

the 

property’s 

area 

attributable 

to the tenant 

in 2015 

Does the 

tenant 

constitute 

an anchor 

tenant? 

Is tenant 

responsible 

for 20% or 

more of the 

property’s 

revenues? 

Sector 

to which 

the 

tenant 

belongs 

Description of the lease 

Original 

lease 

period and 

period 

remaining 

(years) 

Extension 

options 

(years) 

Rentals 

update or 

linkage 

mechanis

m 

Details of 

guarantees (if 

any) RMB 

Note material dependence 

Tenant A 

10.9% Yes No Cinema 15 None None 

Deposit of 

RMB 1.5 

million 

Significant tenant; leasing an area 

which constitutes over 5% of the 

property 

Tenant B 

7.8% Yes No Fashion 17 None None 
Deposit of 

RMB 2 million 

Significant tenant; leasing an area 

which constitutes over 5% of the 
property 

Tenant C 4.0% Yes No Fashion 20 5 years None - N/A 

Tenant D 

2.6% Yes No Fashion 15 None None 

Deposit of 

RMB 0.3 
million 

N/A 

Tenant E 

2.6% Yes No Kids 5 None None 

Deposit of 

RMB 0.25 
million 

N/A 

Tenant F 

2.3% Yes No Gym 9 None None 

Deposit of 

RMB 0.1 
million 

N/A 

Tenant G 

2.2% Yes No Fashion 8 None None 

Deposit of 

RMB 0.15 

million 

N/A 
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7.11.5 Expected revenues with respect to signed leases (EUR in thousands) 

(Data reflect 100%; the 

Company’s share in 

the property – 100%) 

For the year 

ended 

December 31, 

2017 

For the year 

ended 

December 31, 

2018 

For the year 

ended 

December 31, 

2019 

For the year 

ended 

December 31, 

2020 

For the year 

ended 

December 31, 

2021onwards  

In EUR thousands (data reflect 100%. Company's share in the property – 100%) 

Fixed components 5,548 6,145 5,269 4,420 22,754 

Variable components 

(estimate)59  
2,244 4,252 5,553 6,108 19,174 

Total58 7,792 10,395 10,821 10,528 41,928 

7.11.6 Specific Financing 

The project includes two SOHO buildings, a residential hotel, two luxury residential 

buildings, the aforementioned commercial center and underground parking areas. In 2012 

and 2014, the company took loans in the total amount of RMB 900 million. The 

aforementioned loans were repaid on November 30, 2015 using the following sources: (A) 

RMB 700 million from Loan (as defined in the table below and as specified in Section 

7.19.1.5 below); and (B) RMB 200 million from the cash balances available for the 

company at that time. An additional sum of RMB 100 million from the loan facility was 

withdrawn in 2016. 

The loans were provided for the entire project, and not only for the commercial center. As 

of December 31, 2015, for the purpose of the financial statements, part of the loan was 

classified as attributed to inventory, and, according to the Group's policy, this part of the 

loan was classified as a short-term loan due to the uncertainty to have the loan term 

extended by one additional year, and the date stipulated for its repayment (November 

2017). As of December 31, 2016, the entire balance of the loan was classified as short-term 

loan. The information below relates to the entire loan. 

  

                                                 
59 The data in the table that relate to revenue from variable components is forward-looking information, as defined in the 

Securities Law. It is based on the management’s experience managing commercial centers, estimates as to the rate of 

occupancy of the commercial center, total sales at the commercial center, local and global market conditions, etc. These 

estimates may not materialize, in whole or in part, or may materialize differently, including materially, from what is 

anticipated, due to changes in the factors upon which the estimates are based, including due to the direct and/or indirect 

implications of a global economic crisis, changes in market conditions, the domestic product, private consumption, 

yuan/euro exchange rate and/or materialization of all or part of the risk factors listed in Section 7.25 of this part. 
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Specific Funding * Loan 

Balances in 

the statement 

of financial 
position 

31.12.2016 (EUR in 

millions) 

Presented as 

short-term loans: 
109.49 

Presented as 

long-term loans: 
- 

 31.12.2015 (EUR in 

millions) 

Presented as 

short-term loans: 
62.37 

 Presented as 

long-term loans: 
36.29 

Fair value as of 31.12.2016  (EUR in millions) 109.49 

Date of taking original loan November 2015 and February 2016 

Size of original loan (according to the exchange rate on 

the date the loan was taken) 

Credit line of up to RMB 1 billion (EUR 137 million). 

On November 30, 2015, the project company took 

RMB 700 million (EUR 96 million) from the credit 
line. 

On February 3, 2016, the company took another RMB 
100 million (EUR 14 million) out of the credit line. 

Effective interest rate as of 31.12.2016(%) 12.5% 

Effective interest rate as of the report's publication date 

(%) 
12.5% 

Interest and principal repayment dates Principal – November 30, 2017, with an optional 

extension by another year, subject to the parties' 
consent. 

 

Interest – Regular payment on a quarterly basis. 

Main financial covenants The financial covenants which the project company has 

undertaken to meet are as follow: 

Primary ratio of total debt to total value of assets will 
not exceed 36.4%. 

Total debt to total value of assets ratio will not exceed 
50%. 

In addition, the company undertook that 25% of the 

sales receipts would be used to repay the loan's 
principal and interest. 

Other main covenants (including: leaving tenants, value 

of property etc.) 
None. 

Note whether in breach of main financial or other 

covenants at the end of reporting year 

As of December 31, 2016, the total debt to asset value 

ratio is 32%. The aforementioned ratio is in line with 

the calculations performed by the lender. 

Is the loan a non-recourse loan? No 

* Does not include debt balance of related company. 
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7.11.7 Liens and legal restrictions in the property 

Type   

Description 

The secured sum by the liens 

As of December 31, 2016  

(EUR in millions) 
Liens Lien ranking 

First ranking Mortgage on project properties and the 

structures that have been built (excluding 
those sold). 

The entire loan is secured with 

liens. As of December 31, 2016, 

the value of properties with 

liens, as presented in the 

financial statements, is 

approximately EUR 245 million 

(which includes the fair value of 

the investment property and the 

cost of land acquisition and 

construction of the buildings of 

the development real estate 

assets). 

First ranking lien Pledge on the shares of the project company 

owned by Kardan Land Dalian LTD (HK) 

First ranking lien Pledge of the right to receipts on account of 

revenues and rentals from the shopping center 
and the sale of apartments 

Other Guarantee of Kardan Land China for the 

project company's compliance with all its 

undertakings in accordance with the financing 

agreement. 

7.11.8 Details concerning the valuation   

Below are details of the valuation of the property as of December 31, 2014, December 31, 

2015 and December 31, 2016.  

2016 2015 

 

2014 (Data reflect 100%; the 

corporation’s share in the 

property – 100%) 

240,461 250,310 181,072 The value determined (EUR in 

thousands) 

DTZ/Cushman & Wakefield DTZ/Cushman & Wakefield Cushman & Wakefield Appraiser’s identity 

Yes Yes Yes Is the appraiser independent? 

Yes Yes Yes Is there an indemnification 

agreement? 

31.12.2016 31.12.2015 31.12.2014 Effective date of the valuation (the 

date to which the valuation 

relates) 

DCF and Comparison Method DCF and Comparison Method Residual and cost 
The valuation model 

(residual/reinstatement cost/other) 

Main assumptions used for the valuation 

   Construction Residual 

Approach 

Actual construction end date – 

In April 2015, the Galleria 

Dalian shopping center's 

construction concluded, and in 

August 2015 it was opened to 

the public. 

Actual construction end date – 

In April 2015, the Galleria Dalian 

shopping center's construction 

concluded, and in August 2015 it 

was opened to the public. 

February 2015 Estimated 

construction end 

date taken into 

account in the 

valuation (date) 

(the date of 

operation 

commencement is 

six months later) 

 

N/A 

 

N/A 27,634 Total capital 

investment needed 

to construct the 

property, which is 

yet to be expended 

(in EUR 

thousands) 

 

- -  Discount rate for 

the purpose of 
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2016 2015 

 

2014 (Data reflect 100%; the 

corporation’s share in the 

property – 100%) 

discounting 

construction costs 

(%), through the 

conclusion of the 

property's 

construction (if 

changed from the 

discount rate used 

after the 

construction end 

date) 

N/A N/A 8% Profit from 

development using 

the residual 

approach 

 

   %  

N/A N/A 202,221 

Costs with respect 

to which the 

development 

margin was taken 

(remaining costs / 

total construction 

costs / other) (in 

EUR thousands) 

 

   
Other main 

parameters 

 

N/A N/A 256,586 

Value after 

construction 

(Residual) (using 

the approach) (in 

EUR thousands) 

 

   Value after 

construction 

estimated using the  

Comparison 

Approach 

Comparison 

Approach 

GFA 104,000 GFA 104,000 GFA 104,000 

Gross Leasable 

Area taken into 

account (sqm) 

 

17,200 17,400 18,000 

Sale price per 

leasable sqm. Of 

comparable 

properties taken 

into account in the 

calculation (sqm) 

(RMB) 

 

10,484 – 21,108 10,484 – 22,230 22,230 - 10,484 

Price range per 

leasable sqm of 

comparable 

properties taken 

into account 

(RMB) 

 

4 4 3 

Number of 

comparable 

properties taken 

into account 

 

1-Tianxing Roosevelt Center, 

Shahekou District, 

1-Tianxing Roosevelt Center, 

Shahekou District, 

1 -The Pavilion, Zhongshan 

District, 

With regard to the 

main relevant 
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2016 2015 

 

2014 (Data reflect 100%; the 

corporation’s share in the 

property – 100%) 

GFA180,000sqm(Enbloc sale) 

 2- Kaisa Plaza, Zhongshan 

District, GFA62,000sqm(Enbloc 

sale) 

3 –Metropolis 

Shopping Square, Zhongshan 

District, GFA35,000 sqm 

(Enbloc sale) 

2-The Pavilion, Zhongshan 

District, GFA129,997 

sqm(Enbloc sale)  

 

GFA180,000sqm(Enbloc sale) 

 2- Kaisa Plaza, Zhongshan 

District, GFA62,000sqm(Enbloc 

sale) 

3 –Metropolis 

Shopping Square, Zhongshan 

District, GFA35,000 sqm (Enbloc 

sale) 

4-The Pavilion, Zhongshan 

District, GFA128,656sqm(Enbloc 

sale) 

GFA128,656sqm(Enbloc sale) 

2- Kaisa Plaza, Zhongshan 

District, 

GFA62,000sqm(Enbloc sale) 

3 – Metropolis 

Shopping Square, Zhongshan 

District, GFA35,000 sqm 

(Enbloc sale) 

 

properties taken 

for the purpose of 

the comparison, 

the following will 

be specified: 

name/identification 

of property, 

location, area** 

   

Value after 

construction is 

also estimated 

using the Income 

Approach 

Cash Flow 

Discounting 

Approach 

64,834 64,834 65,585 

Gross Leasable 

Area taken into 

account (sqm) 

 

77% 79% 71.8% 
Annual rate of 

occupancy +1 

 

88% 89% 95% 
Annual rate of 

occupancy +2 

 

96% 96% 97% 
Annual rate of 

occupancy +3 

 

96% 96% 97% 

Representative rate 

of occupancy out 

of the leasable area 

for the purpose of 

the valuation 

(%)** 

 

100 117 133 

Average annual 

rentals per leased 

sqm for the 

purpose of the 

valuation +1 

 

140 139 145 

Average annual 

rentals per leased 

sqm for the 

purpose of the 

valuation +2 

 

G&A Expenses: 1.5% of 

effective revenues (net) from 

leases (in this Section hereafter: 

"Net Leasing Revenues"). 

Marketing Expenses (out of the 

Net Leasing Revenues): Year 1: 

23%; Year 2: 12%; Years 3-5: 

7%; Years 4-11: 3%. 

 

Electricity, water, etc.: A total 

of RMB 8.5 million in year 1, 

and then an increase of 3% each 

year. 

Maintenance expenses: 3% of 

Net Leasing Revenues. 

Maintenance and Replacement 

Expenses: 1% of gross 

G&A Expenses: 1.5% of effective 

revenues (net) from leases (in this 

Section hereafter: "Net Leasing 

Revenues"). 

Marketing Expenses (out of the 

Net Leasing Revenues): Year 1: 

15%; Year 2: 12%; Years 3-5: 

7%; Years 4-11: 3%. 

 

Electricity, water, etc.: A total of 

RMB 6 million in year 1, and 

then an increase of 3% each year. 

Maintenance expenses: 3% of Net 

Leasing Revenues. 

Maintenance and Replacement 

Expenses: 1% of gross revenues. 

4% of rental income 

Average periodic 

expenses for 

maintaining the 

status quo 
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2016 2015 

 

2014 (Data reflect 100%; the 

corporation’s share in the 

property – 100%) 

revenues. 

100,900,000 102,800,000 122,200,000 

Representative 

cash flow / NOI 

for the purpose of 

the valuation 

(RMB) 

 

10.5% 10.5% 10.5% 
Rate of return / 

discount rate 

 

11 years 11 years 11 years 
Time until notional 

exercise 

 

5.5% 5.5% 5.5% 

Multiplier / Rate of 

return upon 

notional exercise 

(capitalization rate) 

 

Adaptation costs in 2017 

increased to 15 million due to 

Food Market adaptation 

Increase in leasing fees of 5% to 

15%. 

Vacated area period of 2 months. 

Increase in rentals of 5% - 15%. 

Vacant area period (2 months 

for regular tenants and small 

anchor tenants; 6 months for 

anchor tenants, including 

leasehold adjustment) 

Other main 

parameters 

 

  

Change in EUR millions 

Sensitivity to value analyses 

(according to the selected 

approach) 

N/A N/A (2) Increase of 2% Development 

margin 

N/A N/A 2 Decrease of 2% 

N/A N/A (0.4) 
Increase of 5% Construction 

Costs 

N/A N/A 0.4 
Decrease of 5% 

5.3 5.5 2.5 
Increase of 5% Average 

rentals per 

sqm 
(5.1) (5.4) (2.5) 

Decrease of 5% 

(2.2) (2.3) (2.5) 
Increase of 0.25% Discount rate 

/ rate of 

return 
2.2 2.4 2.5 

Decrease of 0.25% 
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C. Information about the Activity Sector as a Whole 

7.12 Marketing and Distribution 

Development Real Estate (Residential) Segment  

In its activity in China, the Kardan Land China Group is assisted by marketing companies 

and sales agents for the purpose of marketing the projects. Marketing is based on branding 

of the project, establishing sales sites and designing a marketing package, segmentation of 

the target market, direct marketing to potential buyers, advertising on billboards in the 

areas around the project and on public transportation serving the project, putting on events 

at the launch of every stage of the project, etc. It should be noted that the marketing of the 

residential projects in Xian, Shenyang and Changzhou is being performed by companies 

related to Kardan Land China’s partner - Lucky Hope. The decision to have the marketing 

performed through the local partner was taken solely on the basis of professional 

considerations, and the Kardan Land China Group has no obligation to perform the 

marketing solely through Lucky Hope. According to Kardan Land China estimates, the 

project companies have no dependence on any particular marketer. 

Investment Property Segment  

The leasing of the space and marketing activity for the Kardan Land China Galleria Dalian 

project is being managed by the team of Kardan Land China, leveraging its established 

business relations with dozens of international and local fashion chains that operate in 

China. 

The leasing of the commercial space and the marketing activity for the Galleria Chengdu 

project was managed directly by Kardan Land China itself, while using international and 

local service providers. Kardan Land China`s shares in the project were sold in 2014. After 

the sale of said shares, Kardan Land China’s team continued to manage Galleria Chengdu, 

through December 31, 2016. (For additional information, see section 7.10.4_above, and 

sections 7.11 and 7.12 of the periodic report of 2014, which are presented in this report by 

way of reference).  

The selling and marketing expenses of the Kardan Land China Group in 2016, 2015 and 

2014, amounted to EUR 7.1 million, EUR 8.6 million and EUR 7.07 million, respectively. 

These figures are the Company's share of the marketing and selling expenses.  

According to IFRS 11, only the marketing and selling expenses of Euro Park in Dalian are 

presented in the financial statements as marketing and selling expenses. These expenses, 

according to the financial statements for 2016, 2015 and 2014 amounted to EUR 3.8 

million, EUR 4.9 million in 2015 and EUR 3.7 million, respectively. 
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7.13 Competition 

The real estate market in China is a very decentralized market in which hundreds of large 

real estate companies operate. At their head are local companies that specialize in 

residential construction (such as Vanke, Evergrande, Country Garden, Greenland, Poly and 

China Overseas) and local companies that specialize in commercial property (Wanda, 

China Resources, COFCO, Greenland); these are followed by Hong Kong and Singapore 

companies (such as Capital Land and Swire) that are primarily engaged in the commercial 

real estate sector and in the construction of luxury residential projects in first and second 

tier cities. In addition, there are numerous local companies that are mainly active in the 

provinces of China. As a consequence of the acceleration in the development of the 

commercial real estate market in the first tier cities, many companies have expanded their 

activity to additional cities in the second and third tiers. As of the date of the Report, 

Kardan Land China is unable to estimate its share of the real estate market in China. 

In the commercial real estate sector, Kardan Land China’s competitors are, at this stage, 

primarily local developers who wish to develop shopping centers in cities of a second and 

third magnitude. As of the date of the report, Kardan Land China is unable to estimate its 

share in this market.  

In the residential real estate sector, Kardan Land China has been developing projects in 

second tier cities since 2005 and possesses an organizational infrastructure and a network 

of contacts with service providers and government agencies that assist it in expanding its 

activity in the cities and provinces where it is active. The specific competition is different 

in the case of each project and depends on the other projects built in the vicinity. As of the 

date of the report, Kardan Land China is not able to estimate its share in this market.  

7.14 Sales of Residential Apartments 

In 2016, Kardan Land China entered into sales agreements and orders for the sale of 1,322 

apartments60, compared to 1,388 apartments sold in 2015, and 1,254 sold in 2014.  

In the residential projects with the Lucky Hope partner, the sales level in 2016 was 17% 

higher than that of 2015.  

In 2016, Kardan Land China entered into sales agreements and orders for the sale of 14 

SOHO units in the residential spaces of the Dalian project, compared to 6 SOHO units that 

were sold in 2015. In addition in 2015, the entire Service Apartments Hotel was sold (262 

units).  

                                                 
60 The above figure includes 1,364 sales agreements that were signed in 2016, of which 50 are sales agreements based on 

orders made in 2015, and eight new orders that were made in 2016. Note that the above number includes engagements 

through sales agreements and orders for the sale of 14 SOHO units in the residential project in Dalian, which were 

conducted in 2016. 
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7.15 Key Drivers, Entry and Exit Barriers 

The key drivers for Kardan Land China in the residential construction sector in China are, 

inter alia: (1) Location of the project - construction of projects in areas in demand in second 

and third tier cities in China; (2) The management capability in the Chinese market based 

on local management with connections with Chinese government and business entities; (3) 

proficiency in locating land for construction projects; (4) ability to enter into agreements 

with local construction companies and contractors; (5) execution of projects together with 

local partners (thereby reducing business risk); (6) a high construction standard that takes 

into account customer needs in a variety of subjects such as integrating the commercial and 

community element in the project (schools, commercial center etc.), size of apartments and 

level of finish; (7) Access to sources of financing, as there is a time gap between the date of 

performance of the investment and the date on which considerations for the apartments are 

received. 

The key drivers for Kardan Land China in the commercial real estate sector in China are: 

(1) the location of the properties in high-demand areas in tier-two and tier-three cities; (2) 

the reputation of the brand “Galleria”; (3) management abilities in the Chinese market 

based on local management with connections to the Chinese government and business 

officials and unique connections with international commercial chains; (4) expertise in 

locating land and business opportunities for construction of projects; (5) proven ability for 

the whole or partial sale of the property; (6) access to sources of financing; (7) knowledge 

and expertise in managing, operating and marketing commercial areas; (8) creating and 

maintaining a diverse tenants mix that will provide the most comprehensive solution 

possible to the customers; 

The entry barriers in the residential construction sector are: (1) reputation, proven 

experience and high-quality staff; (2) availability of land at the desired location and at the 

desired price, economic feasibility and expected rates of return; (3) the need for equity 

capital; (4) contacts with local governments, since land in China is bought from the 

government rather than from private entities; (5) access to sources of financing.  

The exit barriers in the residential construction sector are:(1) long-term contracts with land 

owners and/or other real estate companies with whom the developer enters into contracts 

for the execution of various projects, which restrict dissolution of the partnership among 

the related parties; (2) obligations (contractual and legal) to buyers of apartments in 

projects (including with respect to securing the investment and the making-good periods); 

(3) long-term contractual obligations to government authorities; (4) The long time it may 

take to sell real estate properties. Furthermore, land in China cannot be sold before a third 

of the project situated on the property is completed. 

The main entrance barriers of the commercial real estate market are: (1) the financial 

resources needed to invest in real estate; (2) experience with developing, executing and 

managing real estate projects; and (3) the ability to effectively communicate with 

government authorities; 
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The main exit barrier of the commercial real estate market is the ability to realize assets, 

which is derived from the location of the assets, their physical state and the market 

situation. 
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7.16 Human Capital 

The head office of Kardan Land China, which is located in Beijing, had a staff of 27 

employees as of December 31, 2016 and 31 employees as of December 31, 2015. The 

project management companies in the Kardan Land China Group employed 252 employees 

as of December 31, 2016, compared to 311 employees as of December 31, 2015. The 

reduction in the number of employees as of December 31, 2016, compared to 2015, are due 

to the termination of management services to Galleria Chengdu.  

Kardan Land China is not dependent on any single employee. 

Generally, both the senior and junior employees of Kardan Land China are employed under 

personal employment agreements that govern their salary and employment terms. 

In October 2010 and June 2011, Kardan Land China granted options to its senior officers 

and employees, which are exercisable into 2.94% and 5%, respectively, of the issued share 

capital of Kardan Land China (on a fully diluted basis).  

The total expense recorded in the financial statements of Kardan Land China with respect 

to the aforesaid options amounted to EUR 0.2 million in 2014. In 2015 and 2016, no 

expenses on account of this plan were recorded. For further information, see Note 19 of 

Financial Statements. 

The activities of Kardan Land China are managed by a small, skilled managerial staff 

experienced in the Chinese real estate market and synergetic fields, such as: finance, 

marketing and planning. 
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7.17 Working Capital 

7.17.1 Description of the composition of the working capital of Kardan Land China 

As of December 31, 2016, the working capital of Kardan Land China totaled approximately 

EUR (10.33) million, compared to a total of EUR 72.24 million as of December 31, 2015. 

Below are the details of the composition of the working capital:  

  2016 )EUR thousands) 2015 )EUR thousands) 

Current Assets   

Inventory properties 101,475 99,716 

Trade receivables 4,897 4,434 

Tax prepayments 1,342 1,020 

Other receivables 9,669 10,071 

Pledged deposit 2,173 2,238 

Loans granted to related parties 50,210 37,000 

Cash  25,025 40,046 

Restricted cash - 676 

Total 201,087 195,201 

Current liabilities   

Interest-bearing loans and borrowings 111,232 34,390 

Trade payables 3,985 4,655 

Advance from apartments buyers 50,011 34,263 

Other payables 44,248 46,879 

Income tax payables 1,937 2,770 

Total 211,413 122,957 

Working Capital (10,326) 72,244 

The working capital deficit as of December 31, 2016 is primarily attributable to the fact 

that the maturity date of the loan given to finance the Dalian project is November 27, 2017 

(which is a period that is shorter than 12 months of the date of the reports). Given that as of 

the date of the report, final approval for extension of the loan term has not yet been 

received, the entire loan was classified as short-term loan. Note that Kardan Land China 

has conducted and continues to conduct talks with the lender to receive approval to extend 

the loan term. 

In addition, beginning it the second half of 2017, Kardan Land Chian will begin marketing 

of a new building in Kardan Dalian, which includes luxury apartments. Marketing of these 

apartments along with the sale of the remaining inventory in Kardan Dalianwas designed to 

improve Kardan Land China’s cash flow 

It is clarified that as of the date of the report, there is no certainty regarding the 

success of the marketing of apartments in the Kardan Dalian project, the amounts to 

be received from the sale of said apartments, the date on which they will be received 

and the impact of the sales on Kardan Land China’s cash flow. 
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7.17.2 Working capital for a period of 12 months   

The working capital for a period of 12 months differs from the working capital of Kardan 

Land China. The difference stems from Kardan Land China’s operational turnover. For 

information about the meaning of said difference, see 4.J to Kardan NV’s financing 

statements (Significant Accounting Policies): 

 

Amount included in 

Financial Statements 

(EUR thousands) 

Adjustments (for period 

of 12 months) 
Total 

Current assets 201,087 (65) 201.22 

Current liabilities 211,413 - 211,413 

Surplus of current assets over 

current liabilities (10,326) (65) (10,391) 

7.17.3 Credit from suppliers 

In most instances (e.g., primary executive contractors), Kardan Land China receives from 

its suppliers in the construction sector credit of up to 60 days from the end of the month in 

which the work was performed or from reaching a milestone (current month + 30-60 days). 

However, in some cases the Project Company receives supplier credit of current month + 

90 days. In addition, as is customary in China, in some cases payments to suppliers are 

made under longer payment terms, as agreed with the suppliers.  

7.17.4 Customer credit 

Kardan Land China receives full payment for the apartments upon their sale, even if 

construction is still in process (subject to the receipt of a sale permit from the city, which is 

usually obtained after construction progress reached certain milestone).In any event, 

possession of the apartment is only transferred after full payment for the apartment has 

been received therefore. In accordance with this policy, which is customary practice on the 

Chinese market, Kardan Land does not provide credit to its customers. As a result of this 

situation, the balance of advances from customers is material and is largely used to finance 

the project. 

As is customary in China, upon receiving a mortgage for the purchase of a residential 

project apartment, the development company provides a guarantee so as to secure the 

obligations of the purchaser to the financing bank, which is to remain in effect until the 

certificate of ownership is received (at which point the aforementioned guarantee is 

cancelled).  
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7.18 Financing 

7.18.1 General 

7.18.1.1 Kardan Land China finances its activity from equity capital, bank credit,61 shareholders’ 

loans and receipts from apartment buyers. Bank credit in the investment property sector is 

usually granted against a lien on the property for which the loan is required.  

As of December 31, 2016, and shortly before the publication of this report, there are no 

shareholders' loans extended by Kardan NV to Kardan Land China. 

7.18.1.2 Presented below are aggregate data in relation to Bank credit in the real estate sector in 

Asia (Kardan Land China – consolidated) as of December 31, 2016:  

 As of December 31, 2016 (EUR in millions) – 

the part of the company62 

As of February 28, 2017 (EUR in millions) 

– the part of the company63  

Total credit facilities 150.54 150.54 

Balance of unutilized credit 39.31 39.31 

Balance of secured debt 111.23 111.23 

Balance of unsecured debt - - 

 

   

Average interest rate 

Effective interest rate 

(Weighted average) 

Long-term Short-term Average Long-

term 

Short-

term 

Average 

Bank sources RMB 12.5% 12.5% 12.5% 12.5% 12.5% 12.5% 

USD - - - - - - 

Euro - - - - - - 

Non-bank 

sources 

A loan from the 

parent company 

exists (cancelled in 

the consolidated 
report) - - - - - - 

7.18.1.3 During the period of December 31, 2016 to shortly before the date of the report, there was 

no material change in Kardan Land China’s total credit.  

7.18.1.4 In Kardan Land China's assessment, in 2017 it will be required to complete the deferral of 

the repayment date of the loan it was given to finance the Dalian project or find new 

sources of financing that will be used to repay the aforementioned loan, and make use of 

part of the credit facility balance provided to it in order to finance the construction of the 

Dalian project.  

  

                                                 
61  As of the date of this report, all of the credit taken by Kardan Land China and the corporations held by it is financial 

credit (no guarantee credit was taken). 
62  The data was calculated in accordance with the total credit taken by Kardan Land China and its subsidiaries and related 

companies, weighing Kardan Land China's holdings in each company. 
63  The data was calculated in accordance with the total credit taken by Kardan Land China and its subsidiaries and related 

companies, weighing Kardan Land China's holdings in each company. 
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7.18.1.5 Dalian project financing agreements 

On October 27, 2015, Kardan Land Dalian Ltd. (in this Section below: "the Project 

Company") entered into an agreement with the Shenzhen Ping An Dahua Huitiong Wealth 

Management Co. Ltd. investment fund ("the Fund") to receive a credit line of up to RMB 

1 billion, which will be used to develop the Europark Dalian project, and the recycling of 

part of a debt  in the amount of RMB 900 million64, which was secured by the rights of the 

Project Company in the Europark Dalian project ("the Project," "the Construction Loan 

Agreement" and "the Credit," respectively). 

The credit shall remain in effect for two years as of the date of the first withdrawal 

(namely, until November 30, 2017), with an optional extension by one year with the parties' 

consent. A year after the first withdrawal date, the Project Company shall have the one-

time right to early repayment, in whole or in part, of the credit. The credit shall bear an 

annual interest rate of 12.5%, which will be paid in quarterly instalments and with interest 

in arrears payments of 18.75% per annum. 

The credit is secured by the following collateral: Kardan Land China's guarantee for all of 

the Project Company's undertakings, mortgage on the Project's properties (at first, a second 

ranking lien and then later a first ranking lien), the pledging of all of Kardan Land Dalian 

(HK) Limited ("KLD") holdings in the project, the pledging of the right to receive 

revenues from rentals from the Project's shopping center, a negative pledge of the Project 

Company in connection with the rights in the Project. 

In addition, the Construction Loan Agreement includes restrictions on the use of receipts 

from sales and rentals, which includes an undertaking to deposit all of the funds received 

on account of the Project in a designated account, and to make use of 25% of the receipts 

from Project sales for repaying the credit, various provisions regarding the release of the 

mortgage with respect to units sold by the Project Company and the deposit of the 

consideration from the sale of the aforementioned units in a manner that ensures that the 

LTV ratio does not exceed 50%, KLD's undertaking to cover funds unavailable to the 

Project Company as well as the non-withdrawal of profits, dividends or the realization of 

investments in the course of the credit line's existence. 

Among the cases that grant the lender the right to demand the immediate repayment of the 

credit and the cancellation of the credit line are: a violation of an undertaking or 

representation in the agreement, the use of credit funds for purposes other than those for 

which they were granted, failure to pay the interest or principal of the loan, the Project 

Company's initiation of insolvency proceedings (liquidation, bankruptcy, suspension of 

proceedings, etc.). 

                                                 
64  Approx. RMB 700 million of the credit was used to repay the debt. Approx. RMB 200 million was repaid using funds 

that were available in the Project Company. 
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This agreement is subject to the laws of the Republic of China, and to the sole jurisdiction 

of the Court of Shenzhen City, which is authorized to resolve any dispute that is not settled 

between the parties. 

For more information regarding the agreement, see the table in Section 7.11.7 above. 

7.18.2 Guarantees 

As of December 31, 2016 of Kardan Land China had provided guarantees amounting to 

EUR 84.6 million (Kardan Land China's part), compared to guarantees amounting to EUR 

92.9 million (Kardan Land China's part) as of December 31, 2015. The guarantees were 

provided in favor of the banks that provided mortgages to house buyers in the projects 

constructed by the projects' companies as accepted in China. When receiving a mortgage 

for purchase of an apartment in a residential project, the launching company provides a 

guarantee to secure the purchaser's obligation to the financing bank until the date on which 

ownership is confirmed (or then – the aforementioned guarantee is cancelled).  

It is to be noted in this connection that until February 2016, banks in China did not grant 

mortgages at a rate higher than 70% of the apartment's value (in the event of a first 

apartment and lower if a second apartment is purchased), as of February 2016 the 

maximum mortgage granted in cities where Kardan Land China operates is limited to 80%, 

i.e. at least 30% (and, as of February 2016 – 20%) of the apartments price is from the 

purchaser's equity and for commercial residential apartments (such as the apartments in the 

Dalian project), no more than 50% of the value of the apartment. 

For additional information about Kardan Land China's guarantee for the Company's 

liabilities of EUR 100 million to the bondholders, see Section 13.1.5 below. For further 

details regarding guarantees and liens, see Note 25.C to the financial statements. 

7.18.3 Main Financial Covenants and Liabilities 

For more information about the financial covenants that apply to Kardan Land China in 

accordance with the amended deeds of trust, see the table in Section 13.1.4 below. For 

more information about the additional restrictions that apply to Kardan Land China and 

companies owned by it under the amended deeds of trust, see Section 13.1.5.3 below. 

For more information about the covenants that Kardan Land China Ltd. undertook to meet 

in connection with the credit received in order to finance the Dalian Project, see Section 

7.11.6 above.  

As of December 31, 2016 and immediately prior to the date of this Report, The Dalian 

Project Company is in compliance with its undertakings in terms of the financial ratio with 

respect to the Project (based on the last valuation carried out for this purpose and the size of 

the loan). 

  



59 

7.19 Taxation 

For details regarding taxation in China and Hong Kong, see section 14 of this part. For 

further details about taxation aspects, see Note 36 to the financial statements. 

7.20 Environmental risks and management thereof 

The companies of the Kardan Land China Group that operate in the real estate sector in 

Asia are required (inter alia, in the context of permits for project construction) to comply 

with various environmental provisions with regard to environmental protection, such as 

noise, pollution, soil impact, etc. which are normally governed by the urban building plan 

and/or construction permits and/or other local legislation. The cost associated with 

implementation of these requirements is not material for companies operating in the 

activity sector and, as of the date of this Report, they are in compliance with such 

requirements in all material respects. In addition, during the due diligence that accompanies 

the acquisition of new land plots, Kardan Land China conducts preliminary tests to 

examine compliance with the aforesaid environmental terms in order to reach a final 

decision regarding the acquisition of the land. 

7.21 Restrictions and supervision 

The activity of the Kardan Land China Group in China is subject to the laws and 

regulations of the regions in which it operates. The laws and restrictions are in the spheres 

of planning and construction laws (in other words, inter alia, with regard to the urban 

building plan and permitted uses), real estate laws, municipal supervision (inter alia, with 

regard to obtaining the construction permit and occupancy) and laws relating to 

environmental protection. 

7.22 Material Agreements 

Presented below is a condensed description of the main points of the material agreements 

that are outside the normal course of business, to which the companies in the Kardan Land 

China Group are a party: 
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7.22.1 Contractual Engagements with Lucky Hope 

In December 2005, Kardan Land China entered into an acquisition agreement, a joint-

venture agreement, a shareholders’ agreement and a loan agreement with a Group company 

from Hong Kong, Lucky Hope (“Lucky Hope”), in connection with the first venture that 

was built by the companies jointly in the city of Shenyang (“the First Agreement”): the 

Qili Xiangdi project. Pursuant to the First Agreement, the parties are equal partners (each 

party having a 50% interest) in a joint venture for the construction and development of a 

residential and commercial real estate project in the suburbs of the city of Shenyang. The 

First Agreement sets forth the arrangements between the parties in connection with the 

joint management of the project by them: the arrangements regarding the joint management 

of the company (including the right to hold the company seal), the identity of the auditors 

of the company, the arrangements regarding dividend distributions, the appointment of the 

chairman of the board of directors, a legal representative for the company, right of first 

refusal, right of first offer, BMBY, etc. Among other matters, the agreement provides that 

the board of directors of the project company will consist of six directors, half of whom 

will be appointed by Kardan Land China and half by Lucky Hope. 

The terms set forth in the First agreement applied to all the other projects that Kardan Land 

China performed throughout China together with Lucky Hope, and also to all the real estate 

that it acquired for the development of additional projects together with Lucky Hope. 

Through to the date of the Report, 5 joint ventures had been established, within the 

framework of which 5 real estate projects, which are at various stages, are being managed 

in three cities in China. The additional projects held with Lucky Hope are: City Dream, 

Palm Garden Olympic Garden and Suzy. It was agreed that the board of directors of each 

project company will consist of six directors, half of whom will be appointed by Kardan 

Land China and half by Lucky Hope. Most of the project companies are held in equal 

shares by the parties (each holding 50%).65 The arrangements include equal voting rights 

on the board of directors, which, as stated, consist of an equal number of representatives of 

each shareholder. The chairman, who is appointed by Kardan Land China and holds the 

company seal, does not have an extra or a deciding vote at the board of directors. 

It should be noted that the legal structure of the arrangements with Lucky Hope depend on 

the type of company established for each venture, in accordance with Chinese and Hong 

Kong law, as the case may be (some of the arrangements are set forth in the articles of 

association of the companies and some are set forth in agreements between the 

shareholders that constitute the deeds of incorporation of the company pursuant to the 

relevant local law). In some instances, an additional joint venture agreement dealing with 

the consent of the shareholders is signed within the framework of the deeds of 

incorporation. Kardan Land China consolidates the project held with Lucky Hope 

according to the equity method, under which method, the results of their activity are 

                                                 
65 Kardan Land holds a 46% share in the City Dream project. 
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presented in one line in the income statement. Accordingly, GTC Holding and Kardan NV 

present the results of Kardan Land China according to the equity method.  

7.22.2 Sale of holdings in Galleria Chengdu (50%)  

On December 3, 2014, Kardan Land China entered into an agreement with BB Spicy (BVI) 

Ltd., Kardan Land China's partner in Galleria Chengdu ("the Buyer"), for the sale of all of 

Kardan Land China's holdings (50%) in the subsidiary Kardan Land Chengdu (HK) Ltd. 

("the Project Company") and the promissory note of August 24, 2011 which represents the 

loan of EUR 20.7 million that the project company extended to Kardan Land China, for a 

total of RMB 555 million (which constituted approximately EUR 72.6 million on the date 

of engagement) ("Consideration"). 

On December 23, 2014, the transaction for the sale of the rights in the Project Company 

closed, and the Buyer transferred RMB 553.6 million (approximately EUR 74.2 million) to 

Kardan Land China.  

The net contribution received from the transaction (after deducting expenses and taxes) 

amounted to EUR 65 million. Following the closing of the transaction, Kardan Land China 

recorded net profit after tax expenses of EUR 13 million. 

The parties agreed that Kardan Land China would continue to manage the Galleria 

Chengdu shopping center for the Project Company. 

On September 30 2016, the Buyer sold all (100%) of its rights in Galleria Chengdu to a 

third party, and shortly thereafter, on December 31 2016, Kardan Land China ceased 

providing the management services it had provided for Galleria Chengdu shopping mall. 

For information regarding the aforementioned transaction see Section 7.22.2 of the 2015 

periodic report, the information in which is presented in this report by way of reference. 

 

7.22.3 Sale of residential hotel in the Europark Dalian project  

On August 19, 2015, Kardan Land Dalian, a wholly owned subsidiary of Kardan Land 

China ("the Project Company") entered into an agreement with Fraser Suite Dalian 

Company Limited, a company incorporated in China from the Frasers Centerpoint Ltd. 

Group ("the Buyer") for the sale of residential hotel B (serviced apartments) in Kardan 

Land China's Europark Dalian real estate project in Dalian, China ("the Project"). The 

Project comprises 262 units and 14 parking spaces. 

In consideration of acquisition of the building, the Buyer undertook to pay the Project 

company RMB 481 million (approximately EUR 68 million). 

By the end of 2016, 75% of the aforementioned sum was paid out of the total consideration. 

According to the provisions of the agreement, the balance will be paid according to the 

Project's progress and subject to compliance with suspending conditions and various 

approvals that are expected to be complied with in the course of the Project's construction. 

In accordance with the provisions of the agreement, upon handover of the hotel, the Buyer 
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will pay 15% of the total consideration (RMB 72.2 million and EUR 9.9 million), and the 

balance of the remaining 10% will be paid in 2018, upon receipt of possession. 

7.23 Legal Proceedings 

For details regarding material legal proceedings, see Note 27 to the financial statements. 

7.24 Goals, Strategy and Development Forecast in the Upcoming Year  

Kardan Land China has identified the Chinese market as an emerging market with 

significant growth potential due, inter alia, to the rapid urbanization that is taking place in 

China and the growth in the middle class. The business strategy is primarily based on the 

following factors: 

 Activity in Chinese cities in the second and third tiers, rather than in cities in the first 

tier, since in Kardan Land China's assessment the potential for economic growth and 

real estate appreciation in these regions is significantly greater than the average growth 

rate for China as a whole, and focusing on the ever-expanding ranks of the middle 

class. 

 Operating in partnership with local entities in the residential sector combines the 

global experience and resources of the Kardan Group NV in the real estate sector with 

the partners’ extensive knowledge of the local market. 

 Focusing in the future on shopping center investment property projects, such as 

Galleria Chengdu, or on mixed use projects that combine an investment property 

element with residential real estate (mixed use), such as the Dalian project.  

 Operating in accordance with the policy and trends dictated by the Chinese 

government, while paying heed to the effects of government policy and its impact on 

the real estate market. 

 Establishing and nurturing local senior management by integrating international and 

Chinese professionals. 

Subject to the restrictions with which Kardan Land China undertook to comply under the 

amended deeds of trust, as of the date of this report, Kardan Land China’s strategic 

objectives for the coming years are: the continued erection of projects that combine a yield-

bearing real estate element with a residential real estate element (mixed use), which 

comprise a significant portion of the Chinese commercial real estate market; and the 

expansion and development of the consultation and management services provided to 

commercial centers by Kardan Land China. 

As for 2017, Kardan Land is considering the continued lease of the commercial areas 

leased at the Dalian commercial center and the improvement of operations. In addition, 

pursuant to the agreements into which the Group companies entered, the construction 
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works of the two C buildings at the Dalian project will begin in March 2017, and the selling 

process of one of these buildings is expected to begin in May 2017.66  

The estimates referred to above regarding the forecast developments constitute 

forward-looking information, as defined in the Securities Law, based on the relevant 

macro-economic data for each of the regions in which Kardan Land China operates, 

undertakings which Kardan Land China assumed under the amended deeds of trust, 

management experience, the state of the local and global market and management 

estimates. The aforesaid estimates may not materialize, in whole or in part, or may 

materialize differently, even materially differently than expected, inter alia, due to the 

direct and/or indirect implications of the global and Chinese economic crisis changes 

in market conditions and changes in demand for office, commercial and residential 

space, regulatory changes, changes in restrictions that apply under the amended 

deeds of trust, difficulty in accessing sources of financing, difficulties in development 

of the project and/or realization, in whole or in part, of the risk factors listed in 

section 7.25 of this part. 

7.25 Discussion of Risk Factors 

The following factors could have an effect on the business results of the Company in its 

activity sector: 

Macro Risks 

7.25.1 Crisis in the global economy - A global economic crisis and/or crisis the Chinese 

economy could impact on Kardan Land China, inter alia, by reducing demand of real estate 

in China, drop in real estate prices and rental fees, change in government policy in the real 

estate sector, restricting sources of financing, damaging the financial strength of buyers, 

tenants and subcontractors. 

7.25.2 Investment in developing markets – Kardan Land China operates in the developing 

Chinese market and is therefore exposed to the risks derived from activities in this country, 

including political, economic and military risks. 

7.25.3 Chinese government involvement – Kardan Land China is exposed to the Chinese market 

in which the government has large-scale involvement in the economy in general and in the 

real estate segment in particular. This material exposure includes, inter alia, the risks of 

legislative changes and changes in the regulations that govern activity in the real estate 

segment, including those resulting from changes already made to the rules. For example: 

encouraging investment in particular areas in China, regulations governing the activities of 

                                                 
66  The information in this paragraph with regard to the expected construction workings commencement date, and the 

excepted selling process commencement date constitute forward-looking information, as defined in the Securities Law, 

based on agreements signed with subcontractors, management experience with construction and marketing of projects, 

and on specific project data. These estimates may not materialize, in whole or in part, or may materialize differently, 

even materially differently than expected due to unforeseen delays in project construction, lack of financial facilities, 

regulatory changes, he pace of construction of the project, the costs of construction inputs at the time of making the 

estimate, including the cost of subcontractors, on the state of the local and global market and on specific project data,  in 

whole or in part, of the risk factors listed in section 7.25 of this part. 
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foreign companies etc. Moreover, the activity necessitates dealing with substantial 

bureaucracy and it is necessary to obtain numerous authorizations in the course of business 

activity. Business activity in China is substantially impacted by government policy both in 

the monetary area and the regulatory area, Change of policy whose objective is to cool the 

residential real estate market or the commercial real estate market, generally in China or in 

the areas where Kardan Land China operates, is liable to negatively impact Kardan Land 

China's ability to initiate new projects and the results of existing projects. The Chinese 

government, through its policies, intentionally impacts the real estate market. The principal 

means for this are determining the cost of mortgages and their availability, limitations of 

the number of apartments for purchase in cities or specific areas and regulating the scope 

and type of lands that flow to the market for investment. 

7.25.4 Availability and cost of financing sources - In addition to the economic parameters, and 

due to government ownership of banks in China, the availability of financing sources is 

also influenced by government policies. One of the tools the Chinese government uses to 

influence the real estate market is to limit the banks financial quotas for real estate projects. 

The result of this policy may be tougher financing conditions, including total equity capital 

demands, the amount of collateral required and financing costs. It should be noted that in 

many cases Chinese banks tend to prefer giving credit to companies connected to the 

government and to local companies. Adverse changes in this area may expose Kardan Land 

China to substantial difficulties in implementing and completing projects. This is 

particularly true regarding the financing of commercial real estate which is significantly 

more dependent on bank financing than Kardan Land China’s residential projects. 

7.25.5 Changes in the exchange rates of Chinese currency – Kardan Land China itself does not 

have substantial exposure since most of the properties and loans are in local currency. At 

the same time, Kardan NV has accounting exposure, since Kardan NV's currency use in its 

financial statements is the EUR. Moreover, in the event of capital raising or future debt in 

foreign currency there is liable to be a currency exposure. 

7.25.6 Changes in interest rates – Material changes in interest rates of the Chinese market are 

liable to impact the interest payments of Kardan Land China, future debt raising and the 

ability of potential customers to receive a mortgage in order to finance the purchase of 

apartments from Kardan Land China. All these factors are likely to affect the company’s 

results. 

7.25.7 Inflation – Increase in inflation rates in China is liable to negatively impact the results of 

Kardan Land China due to the increase in the scope of expenses that will not be fully 

compensated in the increase of revenue. It is to be noted that the revenues of Kardan Land 

China are partially protected from inflationary impact due to mechanisms of revenue 

calculation from tenants as part of their sales turnover and the direct impact of the inflation 

on residential prices.  

Segment Risks 

7.25.8 Exposure to fluctuations in supply and demand in the real estate market in China – 

Kardan Land China is exposed to fluctuations and changes in supply and demand in the 

Chinese real estate market, which could have a material adverse effect on the occupancy 

rates of investment properties, on the level of rentals, and on opportunities to dispose of the 

properties. Likewise, demand for commercial space could contract as a result of an increase 

in the supply of space and as a result of ever-growing competition for “quality” tenants 

(international trading companies and chains having financial strength). In addition, changes 
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in demand due to slower growth of households, change in interest rates, change in bank 

mortgage terms, expectation of changes in apartment prices and expectations of the yield 

on apartment prices could all have a material adverse effect on the level of demand and the 

prices for residential apartments And on the total purchases at shopping centers (which 

could also have an impact on the rent paid for the public spaces). In light of the aforesaid, 

the exposures described above could have an adverse effect on Kardan Land China’s 

results. The effect could be expressed either directly on Kardan Land China’s operating 

revenues and expenses or indirectly through the revaluations of the investment properties 

that it owns. Likewise, a downturn in the rate of residential apartment sales could adversely 

affect Kardan Land’ China s financing resources due to a decrease in the scope of advances 

received from customers. 

7.25.9 Greater competition in the real estate segment - The entry of additional investors and 

real estate companies into the activity sector, both local and foreign could have an effect on 

the level of competition in the real estate segment in the regions where Kardan Land China 

operates and, consequently, also on its results. 

7.25.10 Environmental protection - Activity in the sector is subject to regulations, restrictions and 

conditions relating to environmental protection. Kardan Land China is also examining the 

real estate that it acquires from an environmental protection viewpoint, but such an 

examination does not ensure the identification and location of all the possible risks in this 

sphere, such as instances where a change occurs in the applicable regulations and laws. 

This could make Kardan Land China liable for unexpected expenses, as well as also 

limiting its ability to develop some of the properties, or to even lose this ability altogether. 

7.25.11 Financial stability of tenants - The value of the investment property held by Kardan Land 

China is dependent on the financial stability of its tenants. Should a significant number of 

tenants be unable to meet their obligations or should Kardan Land China be unable to 

collect the rent from the tenants, Kardan Land China’s financial results and its cash flows 

could be adversely affected. In the event of a payment default by tenants, Kardan Land 

China could experience delays in enforcing its rights as a landlord and might also incur 

substantial expenses in protecting its investment. 

7.25.12 Effect of the fair value of the properties of Kardan Land China on the financial 

statements - In the financial statements, the investments in real estate are initially 

presented at cost, including transaction costs; subsequently, once the project reaches the 

development stage and a more advanced letting stage, and meets the criteria to be classified 

as investment property, these investments are presented at their fair value. The fair value is 

determined by an independent appraiser using generally accepted valuation methods (e.g., 

future cash flows and generally accepted cap rates for properties of the relevant class, real 

estate transactions conducted adjacent to the valuation date and that possess similar 

characteristics and circumstances). The fair value is based on an independent valuation, 

although said valuation is subject to judgment, estimates and assumptions, and is not 

unequivocal since it is based on market conditions, including forward-looking information 

as assessed at the time of preparing the financial statements. 

7.25.13 Commitments with regard to properties under construction or planned for 

construction - Commitments with regard to properties under construction or planned for 

construction are subject to risks, such as: contractor’s default; unforeseen construction 

delays or other delays; delays in evicting the tenants at the property; cost overruns against 

the forecast for the project or for several projects; tenants inability to make rent payments 
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pursuant to lease agreements; a decline in rental rates and/or in the prices of residential real 

estate. Moreover, in light of the fact that the Group Companies guarantee the security of the 

purchasers' obligations in favor of the financing banks until the completion of the project 

and the delivery of the apartment, a limited risk exists that in the future, companies of the 

Kardan Land China Group will be required to realize the aforementioned securities (as a 

result of purchasers' breach of obligations). Each of the aforesaid risks could have a 

negative effect on the financial position of Kardan Land China and on its results. 

7.25.14 Regulatory changes - Changes in legislative requirements, and the enactment of additional 

requirements could have a material adverse effect on activity in the sector and could expose 

Kardan Land China to unexpected expenses and could even result in having to extend 

project completion schedules. 

7.25.15 Material changes in construction cost and in the prices of construction inputs - 

Material changes in construction cost and in the prices of construction inputs could affect 

the cost of residential project construction and revenues from the sale of apartments, and 

could consequently affect Kardan Land China’s results. In addition, deterioration in the 

financial strength of subcontractors (construction contractors) who are the main suppliers 

of Kardan Land China could harm the results, primarily due to the additional cost 

associated with replacing a construction contractor prior to completing construction of the 

project. 

7.25.16 Land availability – The launch of new projects depends, inter alia, on finding potential 

land plots, on their price and on the applicable government and regulatory policies. 

7.25.17 Administrative delays vis-à-vis authorities - Delays in the provision of construction 

permits and occupancy approvals, due to protracted proceedings with authorities with 

regard to the projects of the companies operating in the sector could harm business results. 

7.25.18 Construction defects - Should material construction defects be discovered in the projects, 

this could negatively impact Kardan Land China’s profitability. 

7.25.19 Pricing – The lack of data, inexact or unreliable data is liable to be used in pricing 

apartments for sale of commercial areas for leasing. This is liable to lead to overpricing, 

which will negatively affect demand or underpricing which will lead to losses. 

Exclusive risks 

7.25.20 Regulatory, financial and taxation reports – The risk that financial, taxation of 

regulatory reports will be mistaken is liable to lead to exposure to claims on behalf of 

various authorities as well as unexpected payments such as income tax and fines. It is to be 

noted the calculation of the tax liabilities of Kardan Land involves their interpretation and 

application of various tax laws, both within and outside China. Kardan Land has calculated 

its tax liabilities on the basis of its understanding of the application of said laws. However, 

the tax authorities could interpret or apply the relevant laws and treaties in a way that 

would lead to additional tax liabilities. 

7.25.21 Failure to comply with financial covenants and obligations arising from financing 

agreements for residential projects - in conjunction with project financing agreements for 

projects, the banking institution assisting the project is granted supervisory and control 

powers with regard to meeting various undertakings in connection with the Project. In case 

of failure to comply with the provisions of the assistance agreement, the banking institution 

may demand immediate repayment of the loan and may utilize the collateral given to it in 

conjunction with the financing agreement. Use of these powers by the banking institutions 
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with which the companies operating in the sector are and/or will be affiliated could harm 

their financial results and their ability to meet their obligations. 

7.25.22 Human resources and managers remuneration – The risk that lack of knowledge, 

professional instruments and experience of the workforce of Kardan Land China will 

negatively impact its ability to implement its business policy. Finding workforce 

appropriate for work in an environment, which combined Western elements, including 

language and organizational culture, is a challenging task. Moreover, in light of the growth 

of the Chinese market, the competition over the workforce is high and the ability to 

maintain it is dependent, inter alia, on economic resources. Kardan Land China has adopted 

a remuneration policy based on incentives that are designed to reduce resigning of the 

management staff and to create parallelism between the company objectives and employee 

remuneration. 

7.25.23 Dependence on third parties – Part of the transactions of Kardan Land China is carried 

out by means of companies which have partners that constitute third parties. Kardan Land 

China is liable to be dependent on the agreement of these partners, including significant 

managerial decisions. Therefore, the ability of Kardan Land China to implement the desired 

business strategy is liable to meet difficulties due to the need to receive the agreement of 

the partners under certain circumstances.  

7.25.24 Dependence on accessing sources of financing – Kardan Land Dalian requires, inter alia, 

financing from third parties (banks and/or financial institutions) to continue its operations. 

Difficulty in accessing sources of financing may adversely affect its continued ongoing 

activity, failure to meet its obligations to various parties (apartment buyers, financing 

organizations, etc.) and significantly negatively impact on its operations. 
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The table below lists the aforementioned risk factors, classified by the extent of the risk factor’s 

effect on the activity sector:  

Risk Factors 

Extent of the Risk Factor’s Effect on the Activity 

Sector 

Major Effect Moderate Effect Minor Effect 

Macro Risks 

Crisis in the global economy  X  

Investments in developing markets X   

Involvement of the Chinese government X   

Availability and cost of financing sources X   

Changes in the exchange rates of Chinese currency   X  

Changes in interest rates  X  

Inflation   X 

Segment Risks 

Exposure to fluctuations in supply and demand in the real estate 

market 

X   

Greater competition in the real estate segment  X  

Environmental protection   X 

Financial stability of tenants  X  

Effect of the fair value of the properties of Kardan Land China on the 

financial statements 

 X  

Commitments with regard to properties under construction or planned 

for construction 

 X  

Regulatory changes X   

Material changes in construction cost and in the prices of 

construction inputs 

X   

Land availability  X  

Administrative delays vis-a-vis authorities  X  

Construction defects   X 

Pricing   X 

Exclusive risks 

Regulatory, financial and tax reports  X  

Failure to comply with financial covenants and obligations arising 
from financing agreements for projects 

X   

Human resources and manager remuneration X   

Dependence on third parties  X  

Access to sources of financing    

 



 

8. Description of the Water Infrastructures Segment  

8.1 General 

Kardan NV operates in the water infrastructure segment ("the Water Infrastructure 

Segment" or "the Segment of Activity") via Tahal Group International BV ("Tahal 

International") - a company controlled (98.43%)1 by Kardan NV and through Tahal Group 

BV ("Tahal Group") and Tahal Group Assets BV ("Tahal Assets"), which are wholly 

owned subsidiaries of Tahal International ("Tahal Group"). 

Tahal Group is a leading international engineering group, specializing in project planning 

and execution in the Water Infrastructure and agricultural segments around the world. The 

group also owns several assets related mainly to water and waste. Tahal Group operates in 

about 25 countries on three different continents: Asia (primarily in India and Israel), Africa 

(primarily in Ghana and Angola) and Europe (Central and Eastern Europe). 

As of the reporting date, Tahal Group is focusing on the execution and management of 

projects in the segments of water and agriculture via Tahal Group, Tahal Engineering and 

Consulting Ltd. (“Tami”) and additional affiliates that deal in providing engineering 

planning, supervision and execution services the fields of water resources and water supply, 

water and sewage treatment, desalination, environmental engineering, civil engineering, 

landfills, natural gas2 and agriculture. Moreover, Tahal Group, via Tahal Assets, is the 

owner of concessions to operate and maintain waste and water treatment facilities, and 

concessions for the operation and maintenance of several municipal water networks and the 

operation of a desalination plant. 

During 2016, the sale was completed for Tahal Assets' holdings in Kardan Water 

International Group (HK) Ltd., a company that holds concessions to operate 10 facilities 

for treating waste and supplying water in China (“KWIG HK”). The Tahal Group did enter 

into  contracts for a number of new execution agreements in Russia, Romania and Israel, 

totaling ________ and contracted to manage and operate an agricultural community in 

Angola for a period of seven years (with an option to extend the contract for an additional 

five years). For additional information, see sections ______ below.  

                                                 
1  The balance of Tahal International's issued and paid up capital is held by a trustee in trust under the terms of section 102 

and for the estate of the late Mr. Amnon Lipkin-Shahak. 
2  Tahal Group's activities in the natural gas segment in Israel is carried out by means of TMNG Ltd ("TMNG"), a 

subsidiary held 65% by TAMI, and the remaining 35% is held by an unrelated third party. 



8.1.1 The following chart shows major holdings of Tahal Group in main subsidiaries and associated companies, as of the report date:  
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8.2 General information about the water infrastructure segment 

8.2.1 General - Water Market  

The water market (water transportation and supply, water and sewage treatment, and water 

and sewage networks) in developing countries, where most of Tahal Group's activities are 

concentrated, is a constantly growing market. This is a result, inter alia, of growth in 

demand for water that is twice the growth of the world’s population3, the low level of 

redundancy in existing water infrastructures, and changes in regulation. 

The main factors influencing the increase in water demand are the rapid increase of the 

world’s population, economic development - mainly in developing countries, climate 

change, an acceleration of urbanization processes, the industrialization and development of 

the farmer - mainly in developing markets, and the increase in the demand for water by the 

agricultural and industrial sectors4. According to estimates5, if investments are not made in 

water infrastructure, in 2030 the global demand for water will surpass the supply of water 

infrastructures by a rate of 40%. In order to meet the estimated increase, increased water 

infrastructure is required to increase on an average of 40% globally, and some 50% in 

developing countries, at an estimated cost of $22 trillion between 2005 and 2030. The 

method of coping with the increasing demand for water varies between the different 

countries and regions in which Tahal Group operates. It is noted that in spite of global 

recognition of the challenges and risks stemming from the shortage of water, there is 

actually a delay in the creation of solutions for this problem, mainly in developing 

countries, which is the result of difficulties in achieving financing, the lack of 

infrastructure, and the need for coordination between countries. 

8.2.2 General – The Agriculture Market 

An additional segment in which Tahal Group operates, as a separate segment and as part of 

its combined projects that include water and agricultural infrastructures6, is the planning, 

management and execution of agricultural development projects and the management and 

operation of farms that raise agricultural products. 

The trends of population growth, the increase of food consumption per person while 

improving its quality, the decrease in poverty and the expected continuation of these trends, 

mainly in developing markets, are the main factors for the increase in food demand. As of 

December 20167, the world’s population was estimated at 7.5 billion people. According to 

some estimates8, by 2050 the world's population is expected to exceed 9 billion people, 

while the main increase is thought to be in developing countries. As a result, the estimates 

                                                 
3  http://www.fao.org/docrep/017/i1688e/i1688e.pdf 
4  "Transforming water economies" McKinsey. Source: http://mckinseyonsociety.com/transforming-water-economies.  
5  See footnote 4, in addition to IMF - "Is the glass half empty or half full? Issues in managing water challenges and 

policy instruments. Source:  https://www.imf.org/external/pubs/ft/sdn/2015/sdn1511.pdf. 
6  In combined projects, the activities usually include locating water sources, water and waste treatment for agricultural use 

and the construction of agricultural infrastructures, or a combination of these components, in whole or in part. 
7  http://esa.un.org/unpd/wpp/Publications/Files/Key_Findings_WPP_2015.pdf  
8 Source: "World Agriculture Towards 2030/2050"; www.fao.org/economic/esa 

http://www.fao.org/docrep/017/i1688e/i1688e.pdf
https://www.imf.org/external/pubs/ft/sdn/2015/sdn1511.pdf
https://www.imf.org/external/pubs/ft/sdn/2015/sdn1511.pdf
http://esa.un.org/unpd/wpp/Publications/Files/Key_Findings_WPP_2015.pdf
http://www.fao.org/economic/esa


of international organizations (i.e. the U.N. and Food and Agriculture Organization 

(FAO))9 are that by 2030 an increase is required for agricultural production around the 

world that includes, inter alia an increase of cereals, beef, milk products, seeds and oil 

products. The increase in food demand brings an increase of irrigation10 in agriculture and 

the development of projects that serve the relevant demands. 

Moreover, climate change stemming from global warming is causing changes in the global 

agricultural map. Adjusting to these changes requires addition investment, mainly in 

irrigation segments. 

In addition, the estimates11 are that an increase in the scope of agriculture in developing 

counties will most likely bring a rise in the standard of living, a decrease in poverty and 

economic growth.  

The aforementioned estimates and trends cause an increase of demand for agricultural 

developments, mainly in developing countries. 

Trends in Agricultural Development 

According to estimates12, by 2030 the area of farmed land will increase by 13% in 

developing countries (120 million hectares) along with an increase of 20% in the scope of 

crops, and in agricultural yields due to technological developments and improvements (e.g. 

irrigation, fertilization, pest control and genetics) machinery, increased knowledge, 

building capabilities and improved management methods - segments in which Tahal has 

vast accumulated know-how and experience. Moreover, irrigation will become very 

significant in the development of agriculture13. In order to promote agricultural 

development, governments of developing countries will be required to increase investment 

in infrastructures (water, irrigation, industry, and logistics) and innovation to increase the 

productivity of the agriculture industry. In addition, they require additional sources of 

funding, such as foreign direct investment (FDI) from developed countries, financial 

institutions and private investments in agricultural projects. This trend will can already be 

seen, and is expected to grow14. 

8.2.3 Segment Structure 

The main portion of Tahal Group's activities are executed via the Group, its subsidiaries 

and related companies, and includes engineering consulting projects, engineering 

supervision projects, engineering planning projects, planning, procurement and execution 

                                                 
9  See footnote 3. 
10  World Agricultural Development Indicators 
11  According to publications about Africa, agricultural yields constitute almost half of GDP, and the agricultural sector 

employs 60% of the work force. 
12  www.fao.org/docrep/012/ak542e/ak542e00.htm 
13  According to estimates, 20% of farmed land in developing countries use irrigation, provide some 40% of the agricultural 

yields and some 60% of seed production. The forecast is that by 2030, there will be an increase of irrigated land in 

developing countries and it will reach 47% of all farmed land. 
14  See footnote 8. 

http://www.fao.org/docrep/012/ak542e/ak542e00.htm


projects, management and operating projects, and projects that include various 

combinations of the aforementioned projects. 

A substantial portion of the projects are executed through tenders published by public 

bodies (governmental, municipal, etc.) and are financed, in whole or in part, by incentive 

packages and grants or loans subsidized by the government and/or international financing 

organizations that operate, in most cases, as non-profit organizations to promote developing 

regions (e.g. the group of the World Bank and the European Bank for Rehabilitation and 

Development in many developing countries, in Africa, Asia, Latin America and Eastern 

Europe) and/or commercial financial organizations15. In some of the projects, an executing 

contractor is required, inter alia, to arrange a financing package for the customer. In 

addition, Tahal Group occasionally initiates and promotes projects for the construction of 

water, waste and agricultural infrastructures abroad where the contracting with the 

customers for these projects (mainly governments or municipal bodies) is usually carried 

out following direct negotiations (and not through a tender). 

Concerning the operation of facilities for waste purification, water treatment and 

desalination, operating managing accompanying water systems and infrastructures - these 

activities are mainly carried out through Tahal Assets and its related subsidiaries, and 

mainly focuses on the acquisition of concessions to operate assets in the field of water and 

sewage infrastructure, such as water treatment facilities, including desalination, waste 

treatment, and operating and maintaining water networks. These investments are made by 

participating in tenders. Franchises are usually granted by long-term agreements with 

relevant customers. The investments are usually carried out if the form of B.O.T.16 and 

B.O.O.17 contracts which are financed mainly by the Group's equity that varies from 

investment to investment. The balance of the investment is usually financed by receiving 

non-recourse or limited recourse loans from financial institutions.  

8.2.4 The segment's geographical environment and market developments 

Tahal Group's ability to take action in the various countries in which it operates is directly 

influenced by the level of investments included in the relevant country and the country's 

economic ranking according to international indexes. Political stability, improving the 

economic and security environment, and government decisions for the distribution of 

resources for the development or promotion of investments and industry, could, naturally 

serve as positive influencing factors for project execution and on Tahal Group’s business in 

                                                 
15 Following the policy that reduces the provision of loans to all project financing bodies as mentioned above, and the 

deterioration of government the credit market, the supply of funding facilities to execute projects is lower than the 

demand for them. 
16 A B.O.T. (Build, Operate, Transfer) project is a project ordered by a public authority (nation, municipal authority or 

government authority) from a contractor, that will build the project's facility, at its own expense, and will operate it for 

the duration of a predefined operating period (usually 15 to 25 years). At the end of this period, the contractor will return 

the facility to the same public authority. In a B.O.T. project, the contractor's revenues are received during the operating 

period from the ordering authority or from the users of facility for their use of it. 
17  A B.O.O. project is operated similar to a B.O.T. project, but at the end of the operating period the facility and the rights 

to it remain with the contractor. 



these countries. Moreover, in light of the fact that the primary countries in which Tahal 

Group operates are dependent on the oil market, where an increase or decrease in oil prices 

directly influence decisions made by public bodies to carry out investments in the county, 

which also influences Tahal Group's activities accordingly. 

8.2.4.1 A significant part of the group's activities is carried out in African countries, primarily 

Ghana and Angola; Eastern Europe – mainly in Russia and Serbia18; and in Asia - primarily 

in India and Israel.  

8.2.4.2 Ghana - Following the signing of loan agreements of the Ghanaian government in 2015 

with the World Bank at an overall scope of USD 920 million that has been provided with 

various conditions on the Ghanaian government, there has been a reduction of investments 

that are promoted by the Ghanaian government compared to investments in previous years. 

As of the reporting date, the Ghanaian government only promotes projects in the field of 

health, water and education with external funding and under conditions that meet the 

requirements of the World Bank. Moreover, following the presidential elections of 2016, 

the entire year of 2016 is characterized by an additional slowdown in new infrastructure 

investment.  

Tahal Group has been active in Ghana for some time, and has completed a number of 

important planning projects there. During 2016, Tahal Group completed and delivered the 

planning, construction, broadening and upgrading of potable water systems in three regions 

in Ghana, and as of the reporting date, the project is in the maintenance period (for details, 

see the table in section 8.7 below). Tahal Group's revenue in 2016 from its activities in 

Ghana totaled EUR 7.86 million. 

8.2.4.3 Angola – Angola is Africa’s second largest oil exporter and is the continent’s third largest 

economy19. Since the end of the civil war, the Angolan economy has improved. However, 

due to the dependency of the Angolan economy on oil, and the significant decrease in the 

price of crude oil, the Angolan economy has worsened in recent years - and the 

deterioration has been felt in every part of the economy.  Tahal group has been working for 

several years in cooperation with the local government, to locate and develop additional 

sectors whose development will improve the Angolan economy and reduce its dependence 

on oil, and has already executed a number of important projects, including the preparation 

of a comprehensive national plan for developing the beach front and establishing an 

agricultural community in the Kimina region ("the Kimina Project"). During 2016, Tahal 

Group completed the construction and delivery of the Kimina Project, and as of the 

reporting date, Tahal Group (by means of a company it jointly owns with a third party) is 

responsible for the management and operation of the Kimina Project, which according to 

                                                 
18 To the date of reporting, the Tahal Group has one planning and operating project in Serbia that is being carried out for a 

customer that is not a Serbian organization, for which other projects are being executed outside of Serbia. Accordingly, 

this section does not include a description of the Serbian economy. 
19  See footnote 10. 



Tahal Group's estimate, will contribute and improve its income in the coming years20 (for 

additional details, see the table in section 8.7 and section 8.21.3). In addition, Tahal Group 

is in the process of initiating and developing additional projects in the country, among them 

in the field of regional agricultural planning, construction, operation and development, and 

the construction of regional water supply systems, as well as for the removal and disposal 

of solid waste, and sees in Angola great potential for long-term projects. Tahal sales to 

Angolan customers totaled EUR 10.02 million in 2016.  

8.2.4.4 Russia and Commonwealth of Independent States – the relatively acute political and 

military tensions in Russian-Ukrainian relations since 2014, the steep drop in oil prices and 

economic sanctions levied by the United States and the European Union against Russian 

sectors were also felt in 2016 and negatively influenced the scope of new projects in the 

country, in addition to financing possibilities. However, towards the end of 2016, the 

Russian economy began to improve and there is renewed activity in this market. Due to 

Russia's economic situation, which began in 2015, reduced government budgets were 

allocated for the segment of waste and water, and a large number of projects were 

postponed or canceled. It is noted that these reductions did not affect Tahal's existing 

projects in Russia that are in execution stages, however they did cause a relative decline in 

tenders published in this segment. 

In 2016, Tahal Group continued the execution of a planning and construction project for a 

water treatment plant and for a pumping system in the Russian city of Yakutsk (for details, 

see the table in section 8.7 below). Moreover, Tahal Group contracted to construct a water 

treatment facility and to upgrade and renovate water pumping facilities in the city of 

Orenburg, in Russia's Ural Mountains, totaling RUB 2.7 billion. Tahal sales to Russian 

customers totaled EUR 8.86 million in 2016. 

Concerning additional countries in the Commonwealth of Independent States and 

Eastern Europe - these countries were only slightly affected by the decrease in oil prices 

and the crisis in Russia, and they continue to invest in projects for water provision and 

waste treatment (primarily with the funding of international financial development bodies). 

Tahal Group sees great potential for the participation in these projects. 

8.2.4.5 India - India's economy is characterized by tremendous growth. For the 15 years, since 

1997, India's economy has grown at an average rate of 7% per year. Since 2011, and on the 

reporting date, India's economic growth has continued, although at a lower rate.21  The 

Indian government has made a strong commitment to improve existing infrastructures and 

to introduce those that are more advanced. As a result, resources and development plans 

                                                 
20  The estimate of Tahal Group, as presented above, constitutes forward-looking information, as defined in the Securities 

Law. These estimates may not materialize, in whole or in part, or may materialize differently, including materially 

differently than expected, due to changes in the scope of agricultural products and/or changes in the prices of the 

agricultural products compared to the those known on the reporting date and/or climate changes and/or changes in the 

foreign exchange rates and/or from the realization of part or all of the risk factors detailed in section 8.25 in this chapter,  
21   https://www.cia.gov/library/publications/the-world-factbook/geos/in.html , and 

http://money.cnn.com/2017/01/16/news/india/imf-world-economic-outlook-india-china/ 
 

https://www.cia.gov/library/publications/the-world-factbook/geos/in.html
http://money.cnn.com/2017/01/16/news/india/imf-world-economic-outlook-india-china/


have been allocated in all areas of infrastructure, including water, water treatment, creating 

water sources and establishing water transportation projects along with improving 

infrastructures for vehicles, energy etc. This country is supported by government loans, the 

World Bank, ADB, and JAICA. Moreover, the Indian government has launched a 

development plan for infrastructure projects employing the Public-Private Partnership 

method. 

Tahal Group is focusing its activities in India in a number of regions that are characterized 

by their progress in creating and promoting projects in the operations segment, including 

Karnataka, Rajasthan, and Uttar Pradesh. Until 2015, Tahal Group operated in India for 

planning projects in the field of water and waste, and built itself as an EPC company, 

according to the Group's strategy. In 2015, Tahal Group was won a significant execution 

project and has begun carrying it out (for details, see the table in section 8.7 below). In 

addition, as of the reporting date, India is a primary target market in Tahal Group (in the 

fields of water and the environment, natural gas and agriculture). Tahal sales to its 

customers in India reached EUR 22.5 million in 2016 . 

Tahal Group’s estimates with regard to its continued activities in Africa, Russia, the 

Commonwealth of Independent States, Eastern Europe and India in the near future, 

constitutes forward-looking information, as defined in the Securities Act, based on 

Tahal Group management estimates with regard to the water infrastructure in China. 

These estimates may not materialize, in whole or in part, or may materialize 

differently, including materially differently than expected, due to changes in 

government policies in these countries, macro changes in these countries, due to direct 

or indirect impact of deterioration in the state of global economy and/or due to 

changes in the exchange rate and/or materialization, in whole or in part, of risk 

factors listed in section 8.25.  

8.2.5 Changes in the Scope and Profitability of the Segment  

For the changes in the countries in which Tahal Group operates, see section 8.2.4. In 

addition, awareness of preventing environmental pollution, on the one hand, and the need 

for alternative water for agricultural use (treated waste water), on the other hand, have 

resulted in the promotion of regulation concerning waste and water treatment, and therefore 

to increased demand and need for facilities of this kind, and inter alia, for the construction 

of collection systems and treatment facilities for sewage as well as treated waste water 

pooling and distribution facilities. The aforementioned factors have increased demand for 

the segment's products and services. 

The fall in oil and other commodity prices, have presented difficulties and lessened the 

ability and willingness of governments that are dependent on the export of this merchandise 

to take long-term loans to finance projects. As a result, the progress of various projects, 

including in the water and agricultural segments, are delayed or canceled.  Certain 

countries are still willing to accept these commitments for various projects, however they 

condition this on long-term financing (20 years and more) and with subsidized terms. In 



practice, most of this kind of financing was offered by governments that made a strategic 

decision to subsidize projects on the condition that a significant part of them will be 

executed by companies located in the countries providing the financing. These trends make 

it difficult for Tahal Group compete for projects that are financed in this manner. For 

additional details on the subject of competition, see section 8.11.  

As mentioned above, in 2016, Tahal Group contracted to manage and operate the Kimina 

Project in Angola, whose construction was completed in 2016. Accordingly, an increase in 

the sale of agricultural projects is expected to rise22.  In 2016, Tahal Group contracted, inter 

alia, with the City of Bucharest in Romania to execute the renovation of the city’s main 

drain and sewage system for RON 58 million (EUR 12.32 million); with the water 

company serving the Romanian city of Piatra Neamţ and its surrounding areas for 

consulting for tender preparations of a water-infrastructure project that will meet the 

criteria for European Union funding at Romania’s disposal, for RON 47.6 million (EUR 

10.58 million); for the planning, supervision and dealing with regulatory aspects of a 

project for the electrification of the Israel Railways for NIS 34 million (EUR 8 million); 

and to construct a water treatment facility and to upgrade and renovate water-pumping 

facilities in the city of Orenburg in the Ural Mountains, for RUB 2.7 billion (EUR 27.72 

million). 

For details in the scope of Tahal sales in 2015 and 2016, see sections 8.4 to 8.6.  

8.2.6 Critical Success Factors in the Segment and the Changes Therein 

The main reasons for success in the segment are the knowledge, experience international 

reputation the Tahal Group has accumulated in water infrastructure and agriculture during 

the many years of activity, active marketing by means of locating and initiating projects in 

countries where there is a potential for obtaining work, joining together with local partners 

who have the ability for planning and local execution, in addition to the required skilled 

personnel for carrying out the project in order to synergize between the Tahal Group’s 

capabilities and those of their partners (mainly foreign companies), having experienced and 

knowledgeable local representation concerning the business, work procedures, local 

legislature and taxation in countries the company operates, and access to financing sources 

and programs resulting from the Tahal Group’s long term operations in various countries in 

the world. 

  

                                                 
22   Tahal Group’s estimates with regard to the increase in revenue from agricultural projects, constitutes forward-looking 

information, as defined in the Securities Law, which may or may not materialize, in whole or in part, or may materialize 

differently, including materially differently, than expected, due to changes in the scope of agricultural products and/or 

changes in the prices of the agricultural products compared to the those known on the reporting date and/or climate 

changes and/or changes in the foreign exchange rates and/or from the realization of part or all of the risk factors detailed 

in section 8.25 in this chapter. 



8.2.7 Major Entry and Exit Barriers 

8.2.7.1 Entry barriers: Proven previous experience required for threshold tender compliance; the 

ability to manage large-scale complex assets or projects that require knowledge of the 

business environment in the country where the project is being implemented, including 

acquaintance with local contractors and accessibility to various government departments to 

obtain permits, etc.; the existence of surplus cash and / or access to credit of the extent and 

with the conditions that enables projects to be implemented, in which at least during part of 

their implementation, have a negative cash flow; the ability to organize financing packages 

for the client in order to enable him to carry out the project; and the ability to provide the 

equity required to carry out the project. 

8.2.7.2 Exit barriers: the fact that these projects that have contractual obligations, for several years, 

to the customer and/or to third parties (mainly suppliers and subcontractors) for each 

individual project individually (including the warranty period following the completion of 

the project), and the guarantees provided as security. Concerning assets held by Tahal 

Group in addition to the equity invested in the asset, the long-term obligations to the 

customer and/or financing bodies concerning the asset and guarantees that were provided 

for their security serve as additional exit barriers. 

8.3 Goods and services 

Tahal Group has some 1,937 projects in areas of water-sewage, water and waste water 

treatment, waste disposal, natural gas, agriculture, water resources and water supply, 

irrigation, desalination, waste water treatment and purification, environmental engineering, 

and civil engineering. Services provided by Tahal Group in the Project Operations segment 

consist of two types: management, execution and construction projects and planning & 

supervision projects. Of the total number of projects, 124 are execution projects and the rest 

- planning and supervision projects, most of them in Israel. 

In addition, Tahal Assets holds a number of non-material assets in the fields of waste 

purification, water desalination, water provision, and operating and managing water 

networks and accompanying infrastructures.  

8.3.1 Execution projects 

Execution projects usually consist of one or more of the following elements: planning, 

purchasing of equipment and/or materials, construction and/or installation, organizing 

export finance, maintenance, management and operation. These elements are provided by 

Tahal Group, whether itself or by its sub-contractors. In a considerable number of these 

projects, Tahal Group is responsible toward the customer in a turnkey format. In addition, 

the actual construction of the projects is carried out by Tahal Group sub-contractors. 

8.3.2 Planning Projects 

This activity serves as the Tahal Group's core technology. As part of this activity, Tahal 

Group provides engineering planning services, consulting and supervision in these areas: 

water supply, water treatment, sewage, dams and drainage, civil engineering, power, roads, 



environmental engineering, energy and natural gas, water resources and national planning, 

hydrology, water desalination, agriculture and irrigation. 

8.3.3 Facilities for Waste Purification, Water Supply and Operating and Managing Water 

Systems and Accompanying Networks 

Tahal Assets holds assets that are not significant to the activities of Tahal Group, among 

them a concession for providing management, operation, maintenance and payment 

collection services concerning a municipal water network in Turkey23, a concession for 

operating a facility for treating waste in Turkey24, a concession for the operation of a 

desalination facility in Turkish Cyprus, and also owns factories for processing agricultural 

yields in Greece25. 

For additional details concerning the trends and changes in the supply and demand of 

planning and executing projects, and the expected changes in Tahal Group's activities in 

planning and execution projects in its primary markets, see section 8.2.4 and 8.2.5. 

8.4 Breakdown of Product and Service Profits and Revenues 

The following is the distribution of Tahal Group segment revenues for 2014-2016 divided 

by execution projects, planning projects and others in geographical regions in which Tahal 

Group operates (EUR in millions):  

Project type 
Geographic 

region 

2016 2015 2014 

Revenues 
% of Total 

Revenues 
Revenues 

% of Total 

Revenues 
Revenues 

% of Total 

Revenues 

Execution 

projects 

Europe 32.64 %25.16  29.99 17.87% 18.15 %12.71  

Asia26 48.04 37.05% 38.63 23.01% 22.01 %15.42  

Africa 17.83 %13.75  66.61 .39 68% 65.85 %46.11  

Total execution 98.51 75.96% 135.23 %80.56  106.01 %74.24  

Planning 

projects 

Eastern Europe 0.37 %0.29  0.79 %0.47  1.55 %1.08  

Asia 1.18 %0.91  2.06 %1.22  2.52 %1.76  

Israel 23.99 18.50% 22.34 %13.31  21.41 %15.00  

Africa 0.23 %0.17  0.49 %0.29  2.23 %1.56  

Other - - 2.31 %1.38  2.15 %1.51  

Total planning 25.77 19.87% 27.99 %16.67  29.86 %20.91  

Others27 
Europe 5.41 - 4.64 %2.77  6.92 %4.85  

Total Others 5.41 %4.17  4.64 %72.7  6.92 %4.85  

Total 129.69 100% 167.86 %100  142.79 %100  

 

                                                 
23  Tahal Assets indirectly holds 50% of the company that owns the concession. Tahal Assets' activities in the field of 

investing in assets in Turkey is done via Akfen Çevre ve Su Yatirim Yapim ve Işletme A.Ş. ("Akfen Su"), a private 
holdings company that incorporated in Turkey, that Tahal Assets holds 50% of its issued equity via Task Water BV (a 
private company that incorporated in Holland, that is fully owned by Tahal Assets). 

24 Tahal Assets indirectly holds 37.5% of the company that owns the concession. 
25  Tahal Assets holds, via Agri Products International NV (a company listed in Holland that 51% of its shares are held by 

Tahal Assets) ("Agri") 87.6% of the share equity of Foodyard Holding AD, a company listed in Bulgaria that until 2016 

owned the factory for processing agricultural yields in Bulgaria ("Foodyard"), and 71% of the shares of Mastfoods SA, 

a company listed in Greece that owns the factory for processing agricultural yields in Greece ("Mastfoods"). In April, 

2016, Foodyard entered into a contract to sell the factory in Bulgaria to a third party and then almost immediately, the 

sale was completed. In addition, Tahal Assets directly holds 29% of the Mastfoods' share capital. 
26  Execution projects in Asia include Israel, since the execution activity in Israel in not significant. 
27 Data presented in "Other" projects include revenues of Foodyard, Mastfoods and a desalination facility in Turkish 

Cyprus. The data do not include date from Akfen Su, Tahal South Africa (Pty) Ltd, and MVV Water Utility Pvt. Ltd., in 

light of the fact that are not consolidated in the financial statements of Tahal International and Kardan NV. 



Revenues from work by execution contract are recognized based on pro-rata completion, 

when the following conditions are met: revenues are known or may be estimated; collection 

of revenues is expected and certain. The completion rate is determined based on 

engineering completion rate, all in accordance with generally accepted accounting 

principles.  

The period of 2013 to 2015 were characterized by a trend of increased multi-year revenues 

from execution projects, according to Tahal Group's strategy to increase the scope of its 

business in this sector (see section 9.25 below). However, in 2016 there was a decrease in 

revenue from execution projects following the completion of a number of these types of 

projects, a delay in the promotion of existing projects and the introduction of new projects 

that Tahal Group is expected to acknowledge in the beginning of 2017. 

8.5 Breakdown of product and services revenues by project type 

The following is the distribution of Tahal Group revenues for its business activities  in 

2015 and 2016 divided by project type (water and environment, agriculture, and others) in 

the geographical regions that Tahal Group operates (EUR in millions): 

Geographical 

Area 
Project types 

2015 2016 

Revenues 
% of Total 

Revenues 
Revenues 

% of Total 

Revenues 

Europe Water and 

environment 
12.98 %10.00  11.05 6.58% 

Agriculture 20.02 %15.44  19.73 %11.76  

Others 5.41 %4.17  4.64 %2.76  

Total Europe 38.41 %29.61  35.42 21.10% 

Asia Water and 

environment 
22.50 %17.35  8.28 4.93% 

Agriculture 3.03 %2.34  15.10 8.99% 

Total Asia 25.53 %19.69  23.38 13.92% 

Israel  Water and 

environment 
35.31 %27.23  32.05 19.09% 

Other 12.38 %9.54  7.60 4.53% 

Total Israel 69.47 %36.77  39.65 23.62% 

Africa Water and 

environment 
17.96 %13.85  66.74 39.76% 

Agriculture 0.10 %0.08  .0 36 .0 22% 

Total Africa 18.06 %13.93  67.10 39.98% 

Other 

 

Water and 

environment 
- - 2.31 %1.38  

Total other - - 2.31 %1.38  

Total  129.69 %100  167.86 %100  

 

  



8.6 Services and Product Profit Breakdown 

The following is the distribution of Tahal Group's profitability for execution and planning 

projects (EUR millions): 

 2016 2015 2014 

 Gross 

Profit 
% of Gross 

Profit 
Gross 

Profit 
% of Gross 

Profit 
Gross 

Profit 
% of Gross 

Profit 

Execution Projects 16.88 %84.1  21.52 87.15% 19.29 %85.53  

Planning Projects 3.19 %15.9  3.17 12.85% 3.27 %14.47  

Total 20.07 %100  24.69 %100  22.56 %100  

8.7 Customers  

In everything concerning execution, management and planning projects, Tahal Group 

operates with a large number of customers in a number of countries. Tahal Group 

customers are mostly government and local authorities in the different countries. The 

average duration of an execution project is from two to four years (except for the 

management and operation of the Kimina Project, which is for a period of seven years), and 

the average duration of a planning project is several months to two years. 

Regarding waste purification facilities, water provision and operating and managing water 

systems and accompanying infrastructures, this activity is characterized by entering into 

concession contracts with one customer, usually a municipal or governmental authority, for 

providing the service of the concession contract, usually for a period exceeding ten years, 

and includes the planning, construction and operation of the facility, whichever is relevant. 

8.7.1 In execution projects for which the Tahal Group is entitled to compensation from the client, 

the compensation is determined based on lump sum28, or on the basis of a bill of 

materials29, and concerning the Kimina Project, on the basis of sales of the project's 

products30. 

8.7.2 In planning projects, the compensation payable to Tahal Group by the customer is based on 

a lump sum31, work results, the scope of personnel that is actually employed by Tahal 

Group to carry out the project32, or on the percentage of the work carried out33. 

                                                 
28 A lump-sum contract is for the execution of work and/or providing services for an inclusive and defined price. The 

lump-sum price represents the estimate of the contractor or service provider relative to the amounts that are required to 

execute the work and/or provide the services in the project, in a way that the overall price that will be paid is not 

dependent on the amounts that were actually used (if they will be either higher or lower than the initial estimate). 
29  In an agreement where the consideration is based on the quantities list, the consideration is determined by multiplying 

the actual measured amounts executed by the price of the unit that was agreed upon beforehand (e.g. number of valves, 

length of pipe, etc.). 
30 The consideration is defined based on the sale of the agricultural product created in the project that is managed and 

operated by Tahal Group and an unrelated third party. 
31  The lump-sum price in planning contracts is based on the estimate of the scope of personnel that will be required to carry 

out the planning tasks. 
32  The consideration is determined by multiplying the number of time units of personnel actually used by Tahal Group to 

complete the project by the price of personnel for a time unit that was defined in advance. 
33  This method is mainly acceptable in Israel. This method defines the planning salary as a percentage of the overall 

execution or the planned plant/facility. 



8.7.3 Description of characteristics the of agreements with customers relating to both planning 

projects and execution projects  

The payment schedule for project execution usually consists of a 10%-20% down payment, 

payable as a condition for the contract coming into effect, or as a condition for start of 

project work (usually against provision of an appropriate down payment guarantee). 

Additional payments are spread over the project execution period, based on milestones and 

objectives agreed with the customer in the contract, which vary from project to project. A 

final payment, usually at 5%-10% of the total compensation, is paid - in some projects - 

upon project completion and delivery to the client, against provision of a quality guarantee 

effective through the warranty period, which ranges from one to two years, and in some 

projects - at the end of said warranty period. 

In contracts with customers, Tahal Group is committed to conclude work within a time 

frame specified in the contract. Failure to meet the schedule may result in payment of 

agreed penalties and compensation to the customer on periodic basis (daily to monthly), 

and in some contracts there is a cap on total penalty payments (as percentage of total 

compensation). Such penalty rates vary from contract to contract, and may be in significant 

amounts. However, the total penalty amount paid by Tahal Group in 2014-2016 through the 

date of this report has not been material. 

Contracts include provisions specifying the extent of Tahal Group's liability to the 

customer (the repair period usually ranges between a year and two years from the date of 

transfer). Some agreements include limitations as to the type of damage for which Tahal 

Group is liable (such as direct damage, indirect damage, loss of revenues / earnings etc.) 

and some contracts also contain a cap on total monetary value of this liability (as 

percentage of total compensation). Contracts also include provisions with regard to 

guarantees repair and execution to be provided by Tahal Group to the customer and 

conditions for their realization. In order to reduce its exposure, Tahal Group tries to sign, 

where possible, back-to-back contracts with its sub-contractors, including with regard to 

liability and penalties for late delivery.   

In many cases, contracts with customers include provisions with regard to the customer's 

right to cancel the project for reasons of convenience (i.e. not due to breach by Tahal 

Group) and the payments to which Tahal Group would be entitled should the customer 

exercise this right. Usually this entails payment for work carried out by Tahal Group 

through project cancellation and/or with respect to obligations which Tahal Group 

undertook towards third parties through project cancellation. For details of associated risks, 

see section 8.25.2.1. 

A major portion of contracts with customers for project execution is in collaboration with 

ad-hoc partners, such that Tahal Group contracts a Joint Venture Agreement or Consortium 

Agreement with the partner to jointly execute the project, where Tahal Group and the 

partner assume, jointly and severally, all liabilities towards the customer, and each of them 

undertakes to indemnify the other party in case of breach of contract vis-à-vis the customer 

by that party. 

For some contracts, Tahal Group is a partner, inter alia, in organizing a financing package 

for the project on behalf of the customer, i.e. to find a commercial financial entity that will 



provide a loan to the customer for financing the project. In the framework of the 

aforementioned loan agreements, the financing party usually secures a major part of the 

amount of the loan by an external guarantor. Tahal Group undertakes to the guarantor to 

meet its obligations according to the commercial contract vis-à-vis the customer including 

to indemnify the guarantor in the amounts that it pays the bank assisting the project owing 

to a breach by Tahal Group of the commercial agreement provisions with the customer in 

the relevant project. These undertakings are with respect to payments that were and/or will 

be made to Tahal Group in accordance with the milestones that were set in the project. 

Furthermore, in some projects Tahal Group undertakes to indemnify the bank assisting the 

project concerning payments because of the loan in respect of the proportionate part of the 

loan, which is not secured by the insuring entity, if that amount is not paid by the borrower 

to the lending bank. Furthermore, in certain cases, the finance package includes a loan 

component provided by the lending bank to the borrower, for which no external insurance 

is made in the bank's favor. The amounts made available by the lending bank tot eh 

borrower in this loan are deposited in full by Tahal Group in the lending bank. For reasons 

of conservatism, these amounts are not recorded as project revenues until actual repayment 

(including the interest) by the borrower.  

For details of the contract conditions for the management and operation of the Kiminia 

Project, see section 8.21.3 

8.7.4 Customer credit: Tahal Group's customer credit policy varies from project to project. Tahal 

Group operates on several levels in order to minimize investment in working capital and 

exposure to customer payments including the reception of advance payments from 

customers in certain projects to avoid exposure (about 10% or more of the project value). In 

light of the fact that Tahal Group's primary customers are government authorities and 

municipal bodies, the risk of not receiving compensation is lower than with private 

customers, however, bureaucracy often causes the delay of payments. In 2016, the average 

actual customer credit days was 88 days.  

8.7.5 Below are details of material customers, the revenues from which in 2016 amounted to 

10% or more of total Tahal Group revenues in 2016, and customers from which total 

projected revenues (from projects for which the standard terms at Tahal Group were met 

for inclusion in the order backlog, as described in section 8.9) amount to 10% or more of 

total projected Tahal Group revenues (from projects for which those terms were met):34 

                                                 
34 Estimates included in the above table with regard to planned completion date and revenues and consideration 

expected from the project constitute forward-looking information, as defined in the Securities Act, based on 

contractual obligations towards the customer, based on the experience of Tahal Group management in project 

execution, the project's specific data and for the Kimina Project - also on the expected scope of agricultural 

products and on the expected revenue from the sale of those products based on prices on the reporting date. 

These estimates may not materialize, in whole or in part, or may materialize differently, including materially 

differently than expected, due to customer's budget constraints which may cause delay in project completion or 

project stoppage, direct and/or indirect implications of global economic deterioration, changes in the foreign 

exchange rates, the realization of part or all of the risk factors detailed in section 8.25 in this chapter, and 

concerning the Kimina Project - also changes in the scope of agricultural products, changes in the price of these 

products, and changes in other parameters influences the cost of these products, etc. 



Customer 
Contracting 

company 

Project 

location 

(city and 

country) 

Project 

type 
Project Essence 

Project 

start date 

Project 

planned 

completion 

date 

Percentage 

completed35 a

s of December 

31, 2016 

Total 

project 

revenues 

in 2016 
(EUR in 

millions) 

% of 

project 

revenues 

recognized 

in 2016 

Total 

expected 

compensatio

n for project 

(EUR in 

millions)36 

The 

Government 

of Angola 

Tami Kamina-

Angola37 

Turnkey A project for planning and building a new rural 

agricultural town, including the construction of 

infrastructure for water and electricity supply, 

houses and community buildings and agricultural 

development. The project includes water supply and 

connection to the electricity grid for the region, 

preparation of the agricultural area, building the 

town, which will have 310 farmsteads each 

containing a family residence, 10 dunams of 

adjacent land with an irrigation system and 

agricultural development, including chicken coops. 

In addition, a logistics center will be erected for the 

residents that will serve the town for processing, 

preserving and marketing the produce, and 

community buildings (such as a school, clinic, 

sports fields). 

The project also includes a common agricultural 

area of approximately 10,100 dunams and in 

addition, preparation of the land for 64 additional 

farms of approximately 500 dunams each, and 

guidance for the farmers for two years after project 

completion. 

Q1 2012 The project 

was 

completed 

in 2016 and 

delivered to 

the customer 

100% 7.56 5.29% Approx. EUR 

143 million 

                                                 
35 The completed percentage is in accordance with the recognition of revenue derived from the financial statements of the contracting company.  
36 The calculation of the total expected compensation from the projects, when the compensation is not paid in EUR, is done as follows: concerning revenue recognized 

by Tahal Group - according to the exchange rate for the relevant currency against the EUR at the time the revenue was recognized; concerning the remaining 

compensation that has not been recognized as of December 31, 2016 - according to the exchange rate of the relevant currency against the EUR on December 31, 

2016. 
37  Kardan NV has provided execution guarantees for the benefit of the government of Holland (by means of Atradius Dutch State Business NV); the body insuring the 

loan between the Angolan government a commercial bank concerning the project's financing, which defines that Kardan NV has guaranteed the liabilities of Tami 

towards the insurer to pay it amounts that the insurer will pay to the lender in the event that Tami breaches the provisions of the commercial contract between it and 

the customer. The balance is insured by collateral stood at EUR 99 million as of December 31, 2016. 



Customer 
Contracting 

company 

Project 

location 

(city and 

country) 

Project 

type 
Project Essence 

Project 

start date 

Project 

planned 

completion 

date 

Percentage 

completed35 a

s of December 

31, 2016 

Total 

project 

revenues 

in 2016 
(EUR in 

millions) 

% of 

project 

revenues 

recognized 

in 2016 

Total 

expected 

compensatio

n for project 

(EUR in 

millions)36 

A company 

owned by the 

Government 

of Angola 

A company 

jointly 

owned by 

Tahal Group 

and a 

partner, that 

signed a 

collaboration 

agreement as 

detailed in 

section 

8.21.1. 

Kimina, 

Angola 

Manageme

nt and 

operation 

Managing and operating the Kimina Project includes 

the following infrastructures: pumping, transport, 

water treatment, irrigation and additional 

infrastructures required for agricultural yields, 

livestock, and the sale of agricultural products, 

including complete management of the agricultural 

activities in the field. 

October 

2016 

2023 

(including 

the 

operating 

company's 

option to 

extend the 

project until 

2018) 

0.3% 1.14 0.3% 351.7138 

Ghana 

National 

Water 

Company  

Tami Three 

regions in 

Ghana - 

Kumawu, 

Konongo 

and Kuaho 

Ridge. 

Turnkey Planning, construction, expansion and upgrade of 

drinking water systems in three regions in Ghana. 

December 

2010 

The project 

was fully 

completed 

in June 2014 100%    

Tami Three 

regions in 

Ghana - 

Kumawu, 

Konongo 

and Kuaho 

Ridge. 

Turnkey Planning, construction, expansion and upgrade of 

drinking water systems in three regions in Ghana, 

which is a continuation of the project described 

above 

April 2012 The project 

was 

completed 

in June 2016 
 4.74 %4.26  

Approx. 

110.36 

                                                 
38  The project's scope of expected revenue is based on Tahal Group estimates concerning the expected scope of agricultural products in the project, on the expected 

revenue from the sale of the agricultural products according to prices on the reporting date, and on Tahal Group estimates of the expected prices.  The Tahal Group 

estimates constitute forward-looking information, as defined in the Securities Law, 1967, which may or may not materialize, in whole or in part, or may materialize 

differently, including materially differently than expected, due to changes in the scope of agricultural products and/or changes in the prices of the agricultural 

products compared to the those known on the reporting date and/or climate changes and/or changes in the foreign exchange rates and/or from the realization of part 

or all of the risk factors detailed in section 8.25 in this chapter. 



Customer 
Contracting 

company 

Project 

location 

(city and 

country) 

Project 

type 
Project Essence 

Project 

start date 

Project 

planned 

completion 

date 

Percentage 

completed35 a

s of December 

31, 2016 

Total 

project 

revenues 

in 2016 
(EUR in 

millions) 

% of 

project 

revenues 

recognized 

in 2016 

Total 

expected 

compensatio

n for project 

(EUR in 

millions)36 

Customer A Tahal Group Projects for 

the Serbian 

Customer39 

Turnkey Planning, procuring, constructing, providing 

consultation services and project management for 

the customer, related to project for agricultural 

development 

March 

2014 

2018 

%84.3  23.06 %28.01  82.33 

A company 

owned by the 

Ministry of 

Assets and 

Property 

Relations in 

the Yakut-

Sakha 

Republic 

Tami Russia* Turnkey Planning and construction of a water treatment 

facility and pumping systems for the City of 

Yakutsk 

2015 2018 

%21.49  8.72 %17.63  49.4440 

The 

government 

of 

Karnataka  

Tami India Turnkey Planning, construction and operation of a 600 km 

water transportation system in the Gadag District. 

The system includes a pumping facility, a treatment 

facility and a system for transporting water to the 

villages' water towers41. 

June 2015 2018 47.68% 21.33 33.96% 62.842 

* The Ruble’s exchange rate devaluation, the sanctions implemented by the European Union and the geo-political crisis in Russia (as 

detailed in section 8.2.4.3) could have direct implications on the ability of Tahal Group to carry out the project. 

                                                 
39 Tahal Group has contracted with Customer A (directly or indirectly) in a number of agreements for planning and executing work in Serbia and other locations around 

the world. The financial data listed in the table refer to all the projects being carried out for Customer A, from which Tahal Group had revenues in 2016. The 

project’s description, date of commencement, the planned date of completion and the percent of completion, only refer to the project in Serbia, which constitutes the 

only substantial project for this customer. 

 As part of the aforementioned significant project, the Tahal Group committed to plan, develop and treat agricultural areas in Serbia. The compensation for the project 

was set at EUR 62 million and will be spread over the period of the project according to milestones defined in the contract. As of December 31, 2015, Tahal Group 

was paid compensation of EUR 45 million for this project. According to the contract, the execution period for the project was four years, and can be extended in lieu 

of additional compensation of EUR 5.8 million, subject to additional modifications according to the contract the parties agree upon ("the Additional 

Compensation"), for additional periods of one year each. The Additional Compensation will be paid in quarterly payments during every additional period. 
40 The consideration is determined in rubles, at a sum of RUB 3.6 billion (including VAT) and will be paid during the project's execution according to milestones 

defined in the contract. Most of the financing for this project was received by the European Bank for Rehabilitation and Development (EBRD), and the balance by 

the Republic of Sakha. 
41 The project includes two stages: the first stage is the planning and constructing of the system which will continue for 30 months; and the second stage of operating and 

maintaining the system for 60 months. At the end of the operation period, the system will be transferred to the customer. 
42 The consideration was set in rupees, in the amount of INR 4.7 billion. The consideration will be paid as follows: 5% down payment; more than 80% for executing the 

first stage of the project according to the project's progress, and the balance when the operation and maintenance stage commences. The project is funded in equal 

parts by the Central Government of India and the customer. To ensure that Tami meets the terms of the agreement, Tami has provided a bank guarantee of INR 

224,440,294. 



8.7.6 Mekorot  

A central part of Tahal Group operations in project planning in Israel in the sector of water 

systems and facilities, and infrastructure are with Mekorot Water Co. Ltd. (“Mekorot Co.”) 

which uses Tahal Group as one of its primary planners, The planning operations done for 

Mekorot Co. include general and detailed planning of water systems including water lines, 

pumping stations, equipment, drilling, reservoirs and pools, water treatment facilities, 

safety facilities, etc. As of the report date, Tahal Group is operating approximately 610 

projects for Mekorot Co. of varied types, scope and duration.   The total scope of Tahal 

Group sales from Mekorot Co. were less than 5% of its total revenue. 

8.8 Marketing and Business Development 

The Tahal Group is working to increase focus, in terms of territories and core areas, in 

countries in which it operates, including the examination of new markets. 

The marketing activity in Tahal Group is carried out, inter alia, through three main 

channels: (a) following up after tenders for the planning and execution of projects in the 

field of water and agriculture in which Tahal Group has added value, including by creating 

joint ventures with experienced local parties who are familiar with the relevant local 

market, agents (often having exclusivity with a certain customer or territory) and marketing 

representatives; (b) initiating and identifying projects that the customer requires and 

promoting them in collaboration with the customer; and (c) initiating participation in 

international conferences that deal with Tahal Group's core segments, and participation in 

conferences initiated by various financial bodies, such as banks and international financing 

bodies that operate in developing countries. 

In addition, the Tahal Group maintains continued relations with banks and financing and 

insurance institutions in Israel and worldwide in order to locate financing sources for 

projects.  

The Tahal Group is not dependent on one person or entity with regard to marketing. 

It is noted that in 2016, Tahal Group, Tami and Evergreen for Development B.V43. 

contracted with a third party concerning cooperation to initiate, promote, execute, manage 

and operate projects in the water, waste and agricultural segments in Angola. For additional 

details, see section 8.21.1. 

  

                                                 
43  Evergreen for Development B.V. is completely owned by Tahal Group. 



8.9 Order backlog  

Below is the order backlog of Tahal Group and the forecast for its realization as of March 

9, 2017 (EUR in millions)44: 

Project 

type 

Geographic 

region 

Order backlog Order backlog realization forecast for the balance of 2017 

(from March 9, 2017) 

  

Total 

order 

backlog 

to March 

9, 2017 

(EUR in 

millions) 

Percentage 

of total 

order 

backlog to 

March 9, 

2017 

Balance 

of first 

quarter 

(from 

March 9, 

2017  

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

Total 

balance 

for 2017 

(from 

March 9, 

2017) 

Order 

backlog 

realization 

forecast 

for 2018 

Order 

backlog 

realization 

forecast for 

2019 

onwards 

Execution 

projects  

Eastern 
Europe 

79.21 13.96% 2.10 19.27 20.97 17.51 59.85 19.36 - 

Asia 34.14 6.01% 3.93 6.84 4.45 5.97 21.19 12.95 - 

Africa 356.13 62.75% 0.55 4.51 7.12 11.34 23.52 64.68 267.93 

Israel 30.59 %5.39 1.84 5.97 6.66 5.84 20.31 8.04 2.24 

Total 
execution 

500.07 88.11% 8.42 36.59 39.20 40.66 124.87 105.03 270.17 

Planning 

projects 

Eastern 
Europe 

11.09 1.96% 0.21 0.71 1.05 1.04 3.01 2.25 5.83 

Asia 2.38 0.42% 0.11 0.31 0.25 0.46 1.13 0.92 0.33 

 Africa 0.58 0.10% 0.01 0.02 0.02 0.02 0.07 0.51 - 

Israel 51.70 9.11% 1.87 9.26 7.52 8.43 27.08 13.02 11.60 

Total 
planning 

65.75 11.59% 2.20 10.30 8.84 9.95 31.29 16.70 17.76 

Other 1.72 %0.30 0.29 1.20 0.23 - 1.72 - - 

Total 567.54 100.00% 10.91 48.09 48.27 50.61 157.88 121.73 287.93 

 

  

                                                 
44  The data does not include data from Akfen Su, Tahal South Africa (Pty) Ltd. KWIG HK and MVV Water Utility Pvt 

Ltd. which are not consolidated in the financial statements of Tahal International and Kardan NV. 



8.9.1 Below is the order backlog of Tahal Group and the forecast for its realization as of 

December 31, 2016 (EUR in millions)45: 

Project 

type 

Geographic 

region 

Order backlog Order backlog realization forecast for the balance of 

2017  

  

Total order 

backlog as 

of 

December 

31. 2016 

Percentage 

of total 

order 

backlog as 

of 

December 

31. 2016 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

Total for 

2017 

Order 

backlog 

realization 

forecast 

for 2018 

Order 

backlog 

realization 

forecast 

for 2019 

onwards 

Execution 

projects  

Eastern 
Europe 

83.36 14.43% 6.25 19.27 20.97 17.51 64.00 19.36 - 

Asia 38.62 6.68% 8.42 6.84 4.45 5.97 25.68 12.94 - 

Africa 357.22 61.82% 1.65 4.51 7.12 11.34 24.62 64.67 267.93 

Israel 30.28 5.24% 5.50 5.97 6.66 5.84 23.97 6.31 - 

Total 
execution 

509.448 88.17% 21.82 36.59 39.20 40.66 138.27 103.28 267.93 

Planning 

projects 

Eastern 
Europe 

11.35 %1.96  0.57 0.71 1.05 1.04 3.37 2.25 5.73 

Asia 2.36 %0.41  0.32 0.31 0.25 0.44 1.32 0.92 0.12 

 Africa 0.60 %0.10  0.02 0.02 0.02 0.02 0.08 0.52 - 

Israel 52.57 9.10% 5.58 9.26 7.52 8.43 30.79 12.61 9.17 

Total 
planning 

66.88 11.57% 6.49 10.30 8.84 9.93 35.56 16.30 15.02 

Other 1.51 %0.26  0.85 0.66 - - 1.51 - - 

Total 5 %100.00  29.16 47.55 48.04 50.59 175.34 119.58 282.95 

 

  

                                                 
45  Including data from Masterfood. Not including data from Akfen Su, Tahal South Africa (Pty) Ltd. and MVV Water 

Utility Pvt Ltd. which are not consolidated in the financial statements of Tahal International and Kardan NV. 



8.9.2 Below is the order backlog of Tahal Group and the forecast for its realization as of 

December 31, 2015 (EUR in millions): 

Project 

type 

Geographic 

region 

Order backlog Order backlog realization forecast for the balance of 

2016  

 

  

Total order 

backlog as of 

December 31. 

2015 

Percentage 

of total 

order 

backlog as 

of 

December 

31. 2015 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

Total 

for 2016 

Order 

backlog 

realization 

forecast 

for 2017 

Order 

backlog 

realization 

forecast 

for 2018 

onwards 

Execution 

projects  

Eastern 

Europe 

93.66 %32.31  10.67 7.15 10.05 5.47 33.34 43.72 16.60 

Asia 62.46 %21.55  4.19 9.13 6.92 7.89 28.13 29.62 4.71 

 Africa 36.00 %12.42  8.48 6.83 1.68 0.42 17.41 11.22 7.37 

Israel 8.19 %2.82  2.17 2.17 2.13 0.69 7.16 1.03 - 

Total 
execution 

200.31 %69.10  25.51 25.28 20.78 14.47 86.04 85.59 28.68 

 

Planning 
projects 

Eastern 
Europe 

0.26 %0.09  0.11 0.10 0.04 0.01 0.26 - - 

Asia 4.05 %1.40  0.26 0.17 0.17 0.11 0.71 0.37 2.97 

 Africa 0.59 %0.20  0.08 0.05 0.04 0.03 0.20 0.04 0.35 

Other 80.85 %27.89  8.69 10.86 10.87 8.69 39.11 25.00 16.74 

Total 
planning 

85.75 %29.58  9.14 11.18 11.12 8.84 40.28 25.41 20.06 

Other  13.8  %1.32  1.45 0.98 1.38 - 3.81 - - 

Total 289.87 100% 36.10 37.44 33.28 23.31 130.13 111.00 48.74 

The change in the order backlog as of December 31, 2016, compared to the order backlog 

of December 31, 2015, stems mainly from the addition of EUR 351.71 million as a result of 

the signing of the agreement to manage and operate the Kimina project in Angola46, as 

opposed a decrease of EUR 48.8 million following changes in exchange rates and changes 

in the scope of existing projects. 

The conditions for recognizing an order for a project's execution or for providing services 

and adding it to the order backlog are (1) a signed commercial contract and (2) receiving an 

actual down payment from the customer.   

Estimates with regard to the order backlog and the information included in the tables 

above constitute forward-looking information, as defined in the Securities Act, based 

on Tahal Group management estimates with regard to materialization of obligations 

                                                 
46 The scope of expected revenue for the project is based on the estimates of Tahal Group of the expected scope of the 

project's agricultural product; on the expected revenue for the sales of agricultural product according to prices on the 

reporting date; and on the estimates of Tahal Group concerning the expected prices. Tahal Group estimates constitute 

forward-looking information, as defined in the Securities Act 1967, that  may not materialize, in whole or in part, or may 

materialize differently, including materially differently than expected, due to due to changes in the scope of agricultural 

products and/or changes in the prices of the agricultural products compared to the those known on the reporting date 

and/or due to climate changes and/or due to changes in exchange rates and/or due to materialization, in whole or in part, 

of risk factors listed in section 8.25.  

 



by contracted parties. These estimates may not materialize, in whole or in part, or 

may materialize differently, including materially differently than expected, due to 

non-materialization of the forecasted pace of sales from order backlog, due to budget 

constraints which would result in order cancellation, due to the breaching of 

obligations included in the concession contracts, due to direct or indirect impact of a 

global economic crisis, due to changes in the scope of agricultural products and/or 

changes in the prices of the agricultural products compared to the those known on the 

reporting date and/or due to climate changes and/or due to changes in exchange rates 

and/or due to materialization, in whole or in part, of risk factors listed in section 8.25.  

  



8.10 Insurance 

Tahal Group carries professional liability insurance, with limits of liability up to USD 30 

million (approximately EUR 28.5 million) per claim and per insurance year, subject to the 

payment of the deductible when enacting the policy.  

In addition, Tahal Group has additional insurances such as CAR, property insurance, 

engineering insurance, loss of income insurance, product liability insurance, employers' 

liability insurance, and others. 

8.11 Competition 

8.11.1 Considering the diversity and variety of projects in which the Tahal Group operates, which 

are expressed in all of these: (a) material diversity of the subject of the project (planning, 

management, execution or a combination of them) or the asset (from the purchase of 

existing and operating assets, to the planning, construction and operation of  new assets); 

(b) difference in the project’s or asset’s type of business (water-sewage, treating water and 

sewage, burying waste, gas and agriculture, operating and maintaining municipal water 

systems, and more); (c) difference in the degree of complexity and the financial scale of the 

projects and assets; and (d) difference in the geographical location, the extent of the 

competition on the global level is actually almost unlimited, and Tahal Group cannot 

estimate the main competitors or their number, characterize them and/or their position in 

the market or its own position among the competitors. 

The water market is characterized by the entry of new players. In light of the large increase 

in investments in the field and the growth in the global water market, many players from 

the fields of construction, engineering, investments, commerce and others - are developing 

capabilities in the water field and competing for tenders therein. In addition, the ongoing 

economic crisis in Western Europe causes the engineering and infrastructure companies in 

these countries (such as Spain and Portugal) to turn to emerging markets, particularly in 

Africa and Latin America, which have not been active in the past, an issue that increases 

the competition in these markets. Another factor that has increased competition, mainly in 

Africa and Asia, is the entry of large markets and investment bodies into the infrastructure 

market in China. 

Planning activities abroad typically involve numerous players, both local and international, 

who are active to varying extents. These planning companies are largely able to meet the 

threshold conditions of the various tenders and to win projects that are financed mainly by 

the World Bank and ADB (in Africa), EBRD and EIB (in Europe), and IDB (Latin 

America) or by policy that conditions the financing they provide on the involvement of 

companies from their own country. As a result, the level of competition for planning 

overseas projects has gradually decreased over the past few years. 

 The planning activity in Israel is also characterized by many players (planning companies 

and agencies of varying size and experience), who offer planning services at low prices 

(often lower than cost) with the goal of penetrating the market and accumulating 

professional experience. Tahal Group has a relative advantage, due to the sound reputation 

it has built in the market, and its familiarity and experience in the local market. However, 



when taking into compensation the limited size of the Israeli market, and that most of the 

activity in this segment is conducted as part of public tenders, where the price is usually a 

decisive factor, Tahal’s ability to express its relative advantage (from the aspect of size, 

experience and quality of planning) is limited. Tahal Group faces their competitors by 

means of their experience; maximizing their efficiency; using advanced and innovative 

technologies; active marketing through location and initiation of projects and investments; 

joining partners in different countries and access to financing sources and programs, which 

enable them to offer financial solutions to their customers. 

8.12 Fixed assets and property 

Tahal Group has no fixed assets and real estate that are material and are not part of the 

regular course of business, except as described below:  

8.12.1 On February 3, 2010 Water Planning and Kardan Real Estate signed an agreement (“Rental 

Agreement”) under which Water Planning rented 5,354 sq.m. (gross) of office space from 

Kardan Real Estate, as well as additional service and parking areas in Beit Kardan for a 

period of five years beginning in September 2010 (with an option of a five year extension 

that was exercised by Water Planning) to which Tahal moved its headquarter offices in 

September 2010. In accordance with Rental Agreement, Water Planning is entitled to sublet 

the property, subject to the consent of Kardan Real Estate. On January 1, 2013 Tahal 

entered into a sublease agreement with a third party which, after receipt of the consent of 

Kardan Real Estate, took possession of the property toward the end of May 2013. For 

additional details regarding the rental agreement, see section 10.2.1 of Regulation 22 in part 

D of the Periodic Report. 

8.12.2 On February 3, 2013 (as amended in December 2013), Tahal Group entered into an 

agreement with an unrelated third party, whereby Tahal leased for a period of 10 years 

(with an option to extend for two additional 5-year terms subject to the terms provided in 

the agreement), effective from May 1, 2013, approximately 5,900 sq.m. (gross) of office 

space, as well as additional services and parking spaces in Or Yehuda, and relocated its 

head office in May 2013. The fees paid by Tahal Group for the lease of the offices in not a 

material amount to Tahal Group.  

8.13 Human Capital  

8.13.1 As of December 31, 2016, there are 889 employees employed in the project activity 

segment, compared to 63847 employees as of December 31, 2015. The increase in the 

number of employees in 2016, compared to 2015, derives principally from the increase of 

the number of employees in a subsidiary in Angola due to the management and operation 

of the Kimina Project, and from the increase of the number of employees in the Group's 

activities in India. On the other hand, there has been a decrease in the number of employees 

as a result of the completion of large projects (mainly in Ghana and Angola) and due to the 

implementation of a streamlining program that was carried out in 2016, and included the 

reduction of personnel as it appears in section 9.13.2 in the 2015 Annual Report, and 

appears in this Statement by reference.  

                                                 
47  Not including those employed by Akfen Su and in its subsidiaries in Turkey, Tahal South Africa (Pty) Ltd., and in MVV 

Water Utility Pvt. Ltd, employees employed by Star Pumped Storage Ltd. and 50 temporary and seasonal employees 

employed by Mastfoods, whose revenues are not consolidated with the financial statements of Tahal International and 

Kardan NV. 



The following are details of the human capital operating in the segment according to the 

organizational structure as of December 31, 2016, compared to December 31, 2015: 

Division/Organizational Unit Number of employees as 

of December 31, 2016 

Number of employees as 

of December 31, 2015 

Engineering Division 114 116 

Execution Division 7 17 

International Division 22 40 

Global Operations Division 21 3 

Subsidiaries in Israel48 133 131 

Subsidiaries abroad49 395 147 

Branches abroad 138 115 

Headquarters divisions and units (finance, 

legal, human resources and management) 

59 69 

Total 889 638 

 

As of the reporting date, this segment was not significantly dependent on any specific 

employee. 

8.13.2 Changes in the organizational structure 

For details concerning the material changes that took place in 2014 and 2015, see section 

9.13.2 of the 2015 Annual Report, where the information it contains is mentioned in this 

Statement by reference. During 2016, there were no material changes in Tahal Group's 

organizational structure. However, there has been a decrease in the number of company 

employees in Israel following the implementation of a streamlining program that included: 

reducing the number of employees in the company's Israel headquarters, terminating 

employees employed by personal contracts and terminating employees who were employed 

by virtue of the collective agreement. In order to terminate employees employed by virtue 

of the collective agreement, Tahal and Tami held negotiations with the General Federation 

of Workers in Israel and the Trade Union Division of the General Federation of Workers in 

Israel, and agreements were reached for the termination of these employees. 

  

                                                 
48 Not including employees employed by Star Pumped Storage Ltd. that is not consolidated with the financial statements of 

Tahal International and Kardan NV. 

49  Including employees of Mastfoods, except for 50 temporary and seasonal employees who were employed by Mastfoods. 

Not including those employed by Akfen Su and its subsidiaries in Turkey, Tahal South Africa (Pty) Ltd., and in MVV 

Water Utility Pvt. Ltd, that are consolidated with the financial statements of Tahal International and Kardan NV. 

Moreover, this does not include 12 employees of Foodyard (which were included in this section on December 31, 2015) 

which sold the factory it owned in Bulgaria during 2016. 



8.13.3 Benefits and the Nature of Employment Agreements 

8.13.3.1 The terms of employment of the employees of the Tahal Group are arranged part in 

personal agreements and part in a collective agreement.  

On December 31, 2014, special collective labor agreements were signed between Tami and 

Water Planning and the General Federation of Workers in Israel, the Trade Union Division 

of the General Federation of Workers in Israel, and the National Employee Committee of 

Water planning and Tami. The new agreement was signed in continuation to special 

collective agreements that were signed on January 1, 2001, August 1, 2006 and June 1, 

2011. The new agreements regulate the employment conditions of employees employed 

under the collective agreement, determines provisions concerning the number of employees 

in the group that will be employed under the collective agreements and also regulates the 

updated employment and retirement conditions of employees to whom the collective 

agreement is applicable. The collective agreements regulate, inter alia, work procedures, 

work conditions including payments and various benefits, allocations and deductions, sick-

leave, dismissal and retirement procedures (including the determination of a mechanism to 

settle disputes in cases in which the workers’ committee oppose the dismissal), basic rights 

and obligations, managing discipline offences, workers’ rights at retirement (increased 

compensation or early retirement), and various conditions relating to employees who are 

sent to work overseas on behalf of the Tahal Group. Moreover, as of December 2014, the 

agreements included a commitment to increase the number or regular employees employed 

by virtue of the collective agreement to 65% by December 31, 2016, in addition to the 

terms of employment for new employees. Some 87 employees from the Water Planning 

and Tami, up to December 31, 2016, and 88 of the aforementioned employees, as of near 

the date report, are permanent employees who are employed by virtue of the collective 

agreements. 

The terms of employment of the other Tahal Group employees are personal work 

agreements, and are determined, for each employee according to his qualifications, 

education and position. The employees’ personal agreements regulate the terms of the 

salary, vacation, convalescence, severance pay, sick leave, contribution fees to funds and 

additional benefits.  

8.13.3.2 For details concerning the terms for the tenure of Mr. Saar Beracha as a serving member of 

the Managing Board of Directors of Tahal International, Tahal Assets and Tahal Group and 

as the CEO of Tami (the "CEO") see section 8.1(d) and (f) of Part D of the Periodic Report. 

8.13.4 Employee compensation plans 

For details concerning the Tahal International options plans, see Note 18 to the financial 

statements. 

8.14 Raw Materials and Suppliers  

8.14.1 In general, the equipment and materials that the Tahal Group purchases from its suppliers 

are adapted to the projects they perform and the assets they operate, both from the aspect of 

the nature of the equipment and the aspect of the quantities purchased, and they do not 



maintain a stock of equipment and materials. The Tahal Group purchases equipment for the 

projects in its areas of business (such as pumps, valves, piping electrical equipment, control 

instruments, chemicals, agricultural equipment and agricultural raw materials) and 

accompanying services (service, instruction, manufacturer’s warranty, etc.) from a large 

number of suppliers, both in the country and in the world, and there is no material supplier 

on which the Group is dependent or purchases a unique product from it, and there is no 

product or raw material that is dependent on a certain vendor. 

Additionally, the Tahal Group usually enters into agreements with subcontractors, in 

various fields, for the purpose of executing the projects and/or operating the assets, and are 

not dependent on any specific contractor. 

The contractual engagements with the suppliers and sub-contractors are, as far as possible, 

under back-to-back terms with the terms of the contractual engagements of the Tahal 

Group with its customers, in order to reduce the exposure of the Tahal Group to the various 

customers to a minimum. These terms include the extent of the compensation, its terms of 

payment, supply or work performance modes, the place and the preconditions required, 

securities for the performance of the transaction, liability terms and insurance, terms 

regarding examinations and suitability tests, and terms of liability for the supplied products, 

materials and performed works. 

The following is a list of sub-contractors whose scope of procurement orders carried out 

with them in 2016 for the supply of equipment, material and executing work constituted 

more than 5% of the aforementioned orders in 2016: 

 Type of purchase 
Total scope of 

purchase orders 

in 2015 
Contracting method 

Supplier A Pipes for water transport Approx. 12.9% Supply agreement 

Supplier B Pipes for water transport Approx. 6.4% Supply agreement 

8.14.2 Supplier credit: As part of the policy of the Tahal Group to reduce investment in working 

capital, the Tahal Group aspires to increase the number of credit days from suppliers. The 

Tahal Group performs significant purchase and supply of equipment to projects through 

letters of credit, with due dates later than the agreed date of receipt of payment from the 

customer. The average number of credit days for suppliers during the years 2014 - 2016 

was about 80 days. 

  



8.15 Working Capital  

The current assets as of the balance sheet date consist mainly of cash and cash equivalents, 

accounts receivable, inventory in process and financial assets from concession-based 

arrangements. Current liabilities as of the balance sheet date consist mainly of accounts 

payable, surplus prepayments from customers less stocks of work in process and short-term 

credit. 

 Sum included in the financial 

statements  

(in EUR thousands) 

Adjustments (for period 

of 12 months) 
Total 

Current assets 115,966 - 115,966 

Current liabilities 107,469 - 107,469 

Surplus current assets over 

current liabilities 
8,497 - 8,497 

 

8.16 Investments 

8.16.1 Kardan Water International Group (HK) Ltd (KWIG HK) 

For details concerning the agreement for the sale of Tahal Assets' holdings in KWIG HK, 

see section 9.6.11 of Part I of the Company's Annual Report of 2015, where the 

aforementioned information in them is included in this report by way of reference. 

On March 6, 2015, the first part of the transaction for the sale of 75% of the holdings in 

KWIG HK was completed ("the First Completion Date"). On that date, the Buyer paid 

Tahal Assets a total of EUR 61 million that constitutes 90% of the compensation according 

to the Sales Agreement (for 75% of the shares) and repaid of all the shareholder Loans that 

were provided to KWIG HK by Kardan NV companies, totaling EUR 42 million. The 

remaining compensation according to the Sales Agreement (for 75% of the shares) was 

paid on March 13, 2015. 

On June 30, 2016 ("the Second Completion Date") the second part of the transaction was 

completed, where the remaining 25% of KWIG HK was sold to the Buyer (by virtue of 

exercising the option) for total compensation of USD 27.7 million (which represents 

compensation of USD 27.5 million with added interest of USD 200 thousand according to 

the option agreement), of which USD 1.7 million was deposited in trust in a bank in Hong 

Kong as collateral for the transaction's taxes. For additional information, see the Immediate 

Reports from June 3, 2016 and June 30, 2016 (reference no. 043941-01-2016  and -01-2016

071302), where the aforementioned information in them is included in this report by way of 

reference. 

  



The Sales Agreement includes the commitment of Tahal Assets to provide the Buyer 

indemnity for losses incurred as a result of incorrect or misleading representation under the 

terms detailed in the sales contract. The liability for indemnity is limited to the amount of 

the Compensation, for a period of 21 to 36 months, to a minimum amount for claims or 

losses of USD 100 thousand and maximum indemnity equal to the total amount that Tahal 

Assets received for the shares and the repayment of shareholder loans. 

The net compensation (less transaction expenses) was used by Kardan NV for early 

repayment of the bond principal and interest (Series A and B). 

8.16.1.1 Shareholders Agreement Concerning Holdings in KWIG HK 

At the time the Sales Agreement was reached, a shareholders agreement was signed 

between Tahal Assets, KWIG HK and the Buyer that organizes KWIG HK’s operations 

and management, and the relationship with its shareholders and shareholder rights (“the 

Shareholders Agreement”). For details of the conditions of the Shareholders Agreement, 

see section 9.16.1.2 in Part I of the Company's 2015 Annual Report where the 

aforementioned information it them is included in this report by way of reference. 

Following the sale of all KWIG HK shares, as of the reporting date, the provisions of the 

Shareholder Agreement are null and void, except the general provisions, the right of the 

Buyer to use the names Tahal and Kardan for 18 months from the day Tahal Assets ceases 

to be a shareholder in KWIG HK, restrictions regarding the right to use the names of the 

second party towards third parties and/or investors, non-disclosure, the mechanism to settle 

disagreements set forth in the Agreement, and the laws that apply to the Agreement. 

8.16.1.2 Extract of the Results of KWIG Activities 

For an extract of financial results of KWIG's activities of the years 2014, 2015 and 201650, 

see Note 5.D. of the financial statements. 

For details concerning the influence of the aforementioned discontinued operations on 

Kardan NV's financial statements, see Note 5.D. of the financial statements.  

8.16.2 Star Pumped Storage Ltd.  - Kochav Hayarden Power Station 

In February 2014, Star Pumped Storage Ltd. (its former name being Tahal Water Energy 

Ltd.) (above and below, "Star Pumped Storage”), a private company partly owned by the 

Tahal Group51 ("Tahal Water Energy") received a conditional license for the establishment 

                                                 
50  For additional information concerning the activities of KWIG HK, see sections 9.2.3.2, 9.2.4.2, 9.2.7.2, 9.12, 9.15, 

9.25.1, 9.25.2 of the periodic report for 2014, where the aforementioned information in these sections is presented in this 

report by way of reference. 
51  Until December 29, 2013, Star Pumped Storage Ltd. was held 81% by Israel Water Planning Ltd. ("Water Planning") 

and 19% by Triple R Energy (1995) Ltd. ("Triple R"), an unrelated third party. As of the reporting date, each of Water 

Planning and Hutchison Water International Pte Limited ("HWIH"), a company incorporated in Singapore and an 

unrelated third party, holds (directly or indirectly) 40.5% of the shares of Star Pumped Storage Ltd. where Triple R 

holds the remaining 19% of shares. 



of Kochav Hayarden electricity generating station with an installed capacity of 34452 

megawatts with "pumped storage"53 technology ("the Power Station" or "the Project" and 

"Conditional License", respectively)54. 

Under the terms of the Conditional License, the term of the license is for ninety-three and a 

half months (i.e. to the end of November 2021)55. The terms of the license can be modified 

or cancelled by the Electricity Authority after approval by the Minister of National 

Infrastructure, Energy and Water Resources if certain events occur in the electricity market, 

the extent of the licensee's suitability, etc. In addition, according to the 

Electricity Sector Law, 1996 ("the Law"), restrictions apply to Star Pumped Storage Ltd., 

as owner of the Conditional License, to transfer the Conditional License or control of it or 

to place a lien on assets used for its execution.  

The Conditional License is subject to Star Pumped Storage’s compliance with various 

conditions and obligating timetables for meeting the milestones for the facility's 

construction, which can be extended under certain circumstances. In order to meet the 

milestones set forth in the Conditional License, Star Pumped Storage must complete, inter 

alia, the following activities:  the receipt of permits and statutory approval required for the 

construction of the Power Station, signing agreements for the construction, operation and 

maintenance of the Power Station according to provision of the Electricity Authority,  and 

subject to meeting operating parameters, signing agreements to finance the Project, proof of 

financing, completing the construction of the Power Station and successfully completing 

the delivery tests, and meeting the equity obligations according to the Law and statutes set 

forth as a result of its enactment. If Star Pumped Storage Ltd. complies with all the terms of 

the Conditional License, the Electricity Authority will grant it a permanent license for the 

Power Station to generate electricity for a period of 20 years ("the Permanent License"). 

The Permanent License will define the conditions under which the Power Station will 

operate, where at the end of this period, the Power Station will at the Electricity Authority's 

disposal for future arrangements.  

As of the reporting date, the Electricity Authority approved the completion of all the 

milestones that precede financial closure: contracting with a consulting company, receiving 

                                                 
52 According to Decision 2 of Meeting 507 of the Electricity Authority that was held on December 26, 2016, and at the 

request of Star Pumped Storage, the installed capacity of the license was increased from 340 to 344 megawatts, and 

subject to the approval of the Minister of Infrastructure, Energy and Water Resources. 
53  Electricity produced by water – in a manner in which the water is pumped and stored in the upper reservoir during the 

hours of low demand for electricity (night hours). During the peak hours or on the instructions of the system manager the 

stored water flows into the lower reservoir to power the turbines. Pumped storage facilities are an important tool, they 

replace the expensive means of power generation and allow better utilization and more efficient management of the 

power system. 
54  The conditional license was issued in place of the previous conditional license that was issued to Star Pumped Storage in 

2009 for the construction of a power plant to produce electricity at the installed capacity of 300 megawatts, and that was 

canceled in May 2013 at the request of Star Pumped Storage for the submission of request to receive the current 

Conditional License. 
55 According to Decision 1 from Meeting 496 of the Electricity Authority that was held on August 25, 2016, which included 

extending the period of the license to 77 months, and Decision 4 from Meeting 512 that was held on February 20, 2017, 

subject to the approval of the Minister of Infrastructure, Energy and Water Resources. 



a professional opinion on behalf of the consulting company concerning the practicality of 

constructing the Power Station, contracting with lenders for a document of principles for 

the Project’s funding, and receiving an obligatory connectivity survey, presenting 

documents testifying to the actual submission of plans to construct the Project, and the 

presentation of documents testifying to the approval of the aforementioned plan to 

construct the facility, and receiving the required construction permits to execute the Project.  

Moreover, Star Pumped Storage reported to the Electricity Authority of its complete 

readiness for financial closure, which included submission of all the required documents to 

the Electricity Authority to prove it was indeed ready for financial closure. These 

documents include the approvals and statutory permits required for building the Power 

Station, final drafts of financing agreements, the agreements that were signed with the 

contractors who will provide the equipment, construct and operate the Power Station (as 

detailed below) and the PPA agreement with the system manager, which regulates, inter 

alia, the manner in which the Power Station will be constructed, the testing procedure, 

delivery, and the connecting of the Power Station to the electricity grid; it also includes 

provisions concerning the operation of the Power Station and the consideration that will be 

paid to Star Pumped Storage for meeting the defined time schedule, and all the benefits the 

Power Station will provide to the system manager. Tahal Group estimates that financial 

closure is expected to be reached during the second quarter of 2017, subject to the results of 

legal proceedings and the rejection of the petition of Allomay Pumped Storage (2014) Ltd. 

("Allomay"), as detailed below. 

Tahal Group's assessment of the date for the conclusion of financial closure is 

forward-looking information, as defined in the Securities Law, and is based on 

funding agreements and on the experience of the Group's directors in concluding 

financial closure in projects similar to the aforementioned. The aforementioned 

estimate may not materialize, in whole or in part, or may materialize differently, 

including materially differently than expected, as a result of difficulties in reaching 

the conditions for completing the financial closure related to the petition submitted by 

Allomay as defined below. 

Pursuant to the regulatory provisions56 that were materially updated in December 2016 by 

the Electricity Authority, a private electricity producer operating with pumped storage 

technology, will provide the entire available production of the Power Station, including it 

dynamic and planning benefits, exclusively to the system manager in Israel Electric 

Company for the entire period of the Conditional License57 ("Permanent Availability"). 

Star Pumped Storage Ltd. advised the Electricity Authority of its intention to make the 

entire output of the Power Station (344 MW58) constantly available as part of the 

                                                 
56 Decision 2 from Meeting 279 that was held on November 8, 2009, according to the update of Decision 2 from Meeting 

505 that was held on December 12, 2016 ("the Regulation"). 
57 As part of Decision 2, from meeting 505 that was held on December 12, 2016, the Electricity Authority materially 

updated the Regulation so that it nullified the early release from the acquisition transaction (subject to providing six 

years' notice), and the Electricity Authority also nullified the possibility to privately contract with consumers. 
58 See footnote 52. 



Permanent Availability arrangement. As of the reporting date, the permanent availability 

tariff arrangement is limited to a quota of 800 MW, supplied by at least two different 

manufacturers ("Maximum Permanent Availability Quota"). 

The estimated cost of construction of the Power Station is approximately NIS 2 billion 

(EUR 495 million), excluding financing costs. The construction of the Power Station is 

expected to last four and half years from the start of construction (that is expected to take 

place following the signing of financing agreements and receiving approval of financial 

closure by the Electricity Authority). Construction is planned from equity and loans in a 

project finance format from the lenders, meaning: financing by banks (that Star Pumped 

Storage signed a timesheet with, as mentioned above) to be repaid out of the Project's cash 

flows.  

It is noted, that as part of the Star Pumped Storage Ltd. Shareholders Loan, Water Planning 

and HWIH have agreed to provide Triple R its part of the project's equity, as long as Triple 

R will choose to exercise this possibility, during the time and under the conditions defined 

in the Shareholders Agreement. As of the reporting date, the shareholders of Triple R 

announced to Water Planning and to HWIH that they are in negotiations with a third party 

to sell their shares in Triple R. As part of these negotiations, Triple R and the third party 

notified Water Planning and HWIH that if the agreement for the sale of Triple R shares will 

be signed, it will provide its share of the Project's equity, without having to take a 

shareholders loan it is entitled to take from Water Planning and HWIH. As of the reporting 

date, Water Planning is not able to estimate the feasibility of a contract being signed by 

Triple R and a third party for the sale of its shares. 

Based on the terms of the Conditional License, the announcement of Star Pumped Storage 

Ltd. to the Electricity Authority and the regulatory provisions on this date, the expected 

annual revenue of Star Pumped Storage Ltd. for producing 340 megawatts during the 20 

years of operation according to the terms of the Regulation, is expected to reach more than 

NIS 200 million. 

Tahal Group's estimate of expected revenue is forward-looking information, as 

defined in the Securities Law, and is based on the terms of the conditional license, the 

rates of a private producer of electricity using Star Pumped Storage Ltd. technology 

that was published by the Electricity Authority in the Regulation, the anticipated 

amount of availability the Power Station is expected to provide for the system 

manager and from the anticipated amount of electricity the Power Station is expected 

to produce under the terms of the license. The aforementioned estimate may not 

materialize, in whole or in part, or may materialize differently, including materially 

differently than expected, as a result of a change in electricity rates, from changes in 

the Conditional License, from providing a lower than anticipated level of availability, 

from not meeting various parameters set forth in the Regulation and receiving lower 

fees rates as a result, from a lower than anticipated production levels of electricity, 

etc. 



The total principal of shareholder loans provided by Water Planning to Star Pumped 

Storage up to December 31, 2016 was NIS 61 million (EUR 15 million)59. Moreover, as of 

the reporting date, Star Pumped Storage has invested sums in the Power Station that 

constitute 5% of the project’s scope.  

The assessments of Star Pumped Storage Ltd. regarding the project feasibility, cost 

and period construction, the possibility of meeting the milestones set forth in the 

Conditional License and especially reaching financial closure in general and before 

reaching the maximum permanent availability allocation, is forward-looking 

information, as defined in the Securities Law, based on estimates by the management 

of Star Pumped Storage Ltd. These estimates may not materialize or may materialize 

differently, including materially different than expected, due to the conditions of the 

Conditional License, the existence of the maximum permanent availability allocation, 

and increase competition between the number of provisional license holders, changes 

in the availability of potential financing channels, changes in the provisions of the 

Regulation published by the Electricity Authority, changes in construction costs and 

construction delays due to regulatory and other delays, the direct and / or indirect 

effects of changes in the Israeli and the world economy and / or realization of all or 

part of the risk factors described in section 8.25, and specifically due to the results of 

the legal proceedings concerning the Allomay petition. 

8.16.2.1 Contracting with contractors for the construction and operation of the Kochav Hayarden 

storage and pump project 

(a) In January 7, 2016, Star Pumped Storage Ltd. signed a framework agreement with a 

consortium of contractors that composed of Sinohydro Corporation Limited60 

("Sinohydro") and from GE Renewable Israel Ltd. (formerly Alstom Renewable 

Israel Ltd.) and GE Hydro France (formerly Alstom Hydro France) ("GE 

Companies", and together with Sinohydro, "The Construction Contractor") that 

sets forth the Construction Contractor will plan and construct the project. On the 

same date, Star Pumped Storage signed a framework agreement with GE 

Companies for the operation and maintenance of the project for a period of 20 years 

("the Framework Agreement"). 

(b) After a process of due diligence by representatives of the senior debt holders and 

additional negotiations with the Construction Contractor and with the operating and 

maintenance contractor, and based on the Framework Agreement, on January 24, 

2017, Star Pumped Storage signed an EPC agreement with the Construction 

Contactor, whereby the Construction Contractor will plan and build the project, in 

consideration of NIS 1.6 billion (EUR 395 million). The Project's construction is by 

the EPC turnkey, fixed, lump sum price model, and subject to the terms defined in 

                                                 
59 See section 8.16.2.3 concerning to repaying part of the shareholder loans that were provided by Water Planning to Star 

Pumped Storage Ltd. 
60 A subsidiary of China Power. 



the construction agreement; the period of construction is expected to last approx. 

four and a half years from the date the announcement of the commencement of 

construction is provided ("the Construction Agreement"). 

 

According to the terms of the Construction Agreement, the agreement between the 

sides will become valid when the pending conditions are met, inter alia, those 

concerning receiving approval from the Electricity Authority concerning the 

extension of the dates defined in the Conditional License of Star Pumped Storage, 

and the signing of financing agreements affiliated to the project. 

 

As of the reporting date, the pending conditions have not been met, and notice has 

yet to be provided for the commencement of work on the site (except for 

preliminary tasks which are limited by the agreement for preliminary tasks that was 

signed between the sides and is defined below in section (d). 

(c) On January 24, 2017, an agreement was signed between Star Pumped Storage and 

GE Companies for the operation and maintenance of the Project for a period of 20 

years, with exit points as defined in the agreement, totaling NIS 350 million (EUR 

86 million) ("the Operation Agreement"). The parties to the Operation Agreement 

have the right to nullify the Operation Agreement as long as notification of the 

beginning of construction work has not been provided pursuant to the Construction 

Agreement by the dates defined in the Operation Agreement. 

(d) In order to move forward with the execution of work at this point, Star Pump 

Storage signed agreements with Sinohydro and with GE Hydro France to execute 

preliminary tasks in the Project. The preliminary tasks are at a limited scope, and 

include, inter alia, various planning tasks and the execution of tasks on the Project's 

site. 

(e) Whereas the pending conditions for the Construction Agreement to become valid 

have not yet been met, at this time, the date that the order for the beginning of 

construction, pursuant to the Construction Agreement, will be provided cannot be 

estimated, nor can the date of the completion of Power Station's construction. 

The assessments of Tahal Group regarding the duration of construction of the power 

station is forward-looking information, as defined in the Securities Law, based on 

estimates by the management of Star Pumped Storage Ltd. These estimates may not 

materialize or may materialize differently, including materially different than 

expected, due to delays in construction, due to force majeure, regulatory delays, 

delays on the supply of raw materials to the Project, technical difficulties in the 

station's construction, delays in the financing of the Project, direct and/or indirect 

implications from changes in the economic situation in Israel and abroad and/or the 

materialization of all or part of the risk factors described in section 8.25, and 

specifically due to the results of the legal process concerning the Allomay petition. 



 

8.16.2.2 On September 5, 2016, Allomay Pumped Storage (2014) Ltd. petitioned the High Court of 

Justice against the Electricity Authority, the Minister of National Infrastructure and Energy 

and Water Resources and Star Pumped Storage. The basis of the petition was the decision 

by the Electricity Authority from August 25, 2016 (and approved by the Minister on 

August 28, 2016) to extend the date for financial closure of the Conditional License by five 

months. Allomay Pumped Storage (2014) Ltd. claimed that the aforementioned decision 

was reached unlawfully. On January 17, 2017, a judgement was given that rejected the 

petition. 

 

On March 3, 2017, Allomay Pumped Storage (2014) Ltd. again petitioned the High Court 

of Justice, against the Electricity Authority, the Minister of National Infrastructure, Energy 

and Water Resources, and Star Pumped Storage. The focus of this petition was the 

Electricity Authority's Decision 4 from Meeting 512 that was held on February 20, 2017, to 

extend the period of construction granted to Star Pumped Storage for 15 months, and the 

period of financial closure by a month and a half. The petitioner claimed that the decision 

made by the Electricity Authority must be nullified, as it was given without authority and 

was unreasonable. The petitioner also requested the court provide temporary remedies, that 

would include instructing the Electricity Authority and the Minister to refrain from taking 

any action concerning this decision, and this would include the approval of the Electricity 

Authority's decision by the minister and providing an approval of the Electricity Authority 

to Star Pumped Storage for the completion of financial closure. Pursuant to the decision of 

the court from March 3, 2017 and from March 16, 2017, the respondents must address the 

request for temporary remedies by March 22, 2017. Star Pumped Storage estimates that it 

has a strong case against the petition. However, in light of the early stage of the petition as 

of the reporting date, Star Pumped Storage is unable to estimate the chances the petition 

will be rejected or the implications on its expenses. 

8.16.2.3 The agreement for the allocation of Star Pumped Storage Ltd shares to Hutchinson Water 

International Holdings Pte Limited 

On October 31, 2013 Star Pumped Storage Ltd and its then shareholders (Water Planning 

and Triple R) entered into an agreement with HWIH, a company incorporated in Singapore 

in which Star Pumped Storage Ltd will allot 40.5% of its shares to HWIH in compensation 

for their face value.  

It was also agreed that on the transaction’s closing date and on the date of financial closure 

(as defined in the Agreement), HWIH would provide Shareholders’ Loans to Star Pumped 

Storage Ltd, and that on the transaction’s closing date, the current operations of Star 

Pumped Storage Ltd would be financed by Shareholders’ Loans that will be provided in 

equal parts by HWIH and Water Planning.   

It was also agreed that Star Pumped Storage Ltd would allocate shares to Triple R, such 

that its holdings are not diluted. On December 29, 2013, the aforementioned transaction 



was closed and since that date, each of Water Planning and HWIH holds 40.5% of the 

shares of Star Pumped Storage Ltd. while Triple R holds the remaining 19%.  

As agreed by the parties, at the date of financial closure of the project (as defined in the 

Agreement),, HWIH would make available to Star Pumped Storage Ltd a Shareholders’ 

Loan of NIS 20.5 million. Upon provision of this Shareholders’ Loan, Star Pumped Storage 

Ltd will repay NIS 20.5 million of Shareholders’ Loans provided by Water Planning. 

8.16.2.4 Negotiations for the sale of Tahal's holdings in Star Pumped Storage Ltd.   

As of the reporting date, Tahal Group is holding negotiations with the Noy Fund for the 

sale of all or part of its holdings in Star Pumped Storage Ltd. for compensation of an 

amount estimated between NIS 80-90 million (for all the holdings), and at different terms 

which are in advance stages of negotiations between the parties. It is noted that there is no 

certainty that the agreement between Tahal Group and the Noy Fund will be finally signed. 

8.16.3 Natural Gas Distribution Network in the Jerusalem Area 

TMNG holds a third61 of the share equity of Rotem Natural Gas Ltd. ("Rotem" or "the 

Distribution Company") that received a 25-year license on February 21, 2016 for the 

construction and operation of a natural gas distribution network62 in the area of Jerusalem 

("the License" and "the Distribution Network", respectively). 

The License includes the planning, construction, operation and maintenance of the 

Distribution Network, including connecting industrial consumers, low-pressure gas 

consumers, and home consumers to the distribution network, and the provision gas 

distribution services to these consumers at rates defined in the License. 

According to the conditions of the License, the aforementioned Distribution Network is 

planned to be constructed in stages, so that the first stage of construction, which includes 

the main distribution lines, pressure reduction metering stations (PRMS) and the 

connection of industrial consumers, is expected to last four years from the date of receiving 

building permits (and six years from receiving the permit); and the second stage of 

construction, which includes the connection of home consumers, is expected to continue 

seven years (from the end of the first stage). The overall construction cost is estimated at 

NIS 330 million, where from this amount, and subject to meeting milestones, the 

Distribution Company will receive a grant from the State an amount that will not exceed 

NIS 60 million. 

The construction of the Distribution Network is expected to be executed by providing 

equity and receiving Project Finance loans from the lenders, which will be repaid from the 

Distribution Network's cash flows. To finance the construction, a detailed financing plan is 

being drawn up that will derive TMNG's portion of the investment (as mentioned 

previously, is 1/3 of the overall investment). On the reporting date, TMNG has invested 

                                                 
61  The balance of Rotem shares are held by unrelated third parties.  
62  The distribution of natural gas is the transfer of the natural gas at low pressure (not exceeding 16 bar) to consumers and 

marketers. 



immaterial amounts in Rotem. The planned expense budget for Rotem in 2017 stands at 

NIS 4 million (without the expectation of revenue in 2017). To finance this budget, Rotem 

was approved NIS 5 million of credit facilities from Bank Hapoalim.    

The assessments appearing in this section concerning the cost and duration of 

construction of the Distribution Network is forward-looking information, as defined 

in the Securities Law, and is based on the estimates of TMNG's management. The 

aforementioned assessments may not be realized or may be realized differently from 

the expected, due to terms of the License, changes in laws concerning the 

requirements of the Distribution Network, changes in construction costs and 

construction delays due to regulatory, statutory and other delays, direct and/or 

indirect implications of changes in the economic situation in Israel and the world, a 

delay in the development of the natural gas industry in Israel, a delay in the 

connection of consumers to the Distribution Network or it will not be worthwhile 

economically for the consumers to use natural gas and/or the realization of all or part 

of the risk factors appearing in section 8.25.  

 

8.17 Finance 

Tahal Group finances its business by its own equity, shareholder loans, approved bank 

credit facilities, non-bank financial institutions, dedicated loans in the form of Project 

Finance, and positive surplus cash flow the projects yield.  

The credit facilities at Tahal Group’s disposal change from time to time, according to its 

needs and agreements with the various lending bodies, when part of the credit facilities are 

secured by liens and/or guarantees and part are contingent on the meeting of financial 

conditions. Moreover, Tahal Group examines, from time to time, the possibilities to 

diversify its funding sources. 

8.17.1 Balances of credit facilities  

Tahal Group has over credit facilities of EUR 37.75 million (not including guarantees, but 

including deduction, and including vendor credit financing), as of December 31, 2016 and 

EUR 43.1 million as of the reporting date. The balance of the utilized credit facilities totals 

EUR 19.1 million as of December 31, 2016 and EUR 26.4 million as of the reporting date. 

The aforementioned credit facilities bear variable interest, such as prime and/or LIBOR 

with an additional margin. 

  



8.17.2 The following are details concerning the average interest rates for the loans as of December 

31, 2016 and details concerning the composition of Tahal Group loans as of December 31, 

201663: 

 

Currency 
Balance as of 

December 31, 2016 

(EUR in millions) 

Average interest 

(weighted) 
Effective 

interest 

Long-term loans 

From bank sources 
NIS .0 2 %3.8  %3.8  

EUR .0 1 3.2% 3.2% 

From non-bank 

sources 
EUR 0.5 5.8% 5.8% 

Short-term loans 

From bank sources EUR 1.4 3.0% 3.0% 

 USD 12.3 %3.8  %3.8  

 NIS 0.9 %3.7  %3.7  

From non-bank 

sources 
EUR 0.5 5.75% 5.75% 

In February 2017, Tahal Group companies signed an agreement with one of the banks that 

finance their activities to increase their current account credit facilities by EUR 4.5 million. 

In addition, Tahal Group companies intend to sign an agreement with another bank to 

increase their current account credit facilities by EUR 2 million and to increase their 

guarantee facilities by a total of EUR 3 million. As of the reporting date, binding 

agreements for the increase of current account credit facilities and guarantees of 

Tahal Group companies have not been signed, and there is no degree of certainty that 

the aforementioned agreements will be signed, and there is no degree of certainty of 

the scope of increase of the credit and guarantee facilities, and the terms and dates 

under which they will be provided. 

8.17.3 The follow are details concerning credit and varying interest: 

Change mechanism Interest range 
Total credit to 

December 31, 2016 

(EUR millions) 

Average interest rate to 

reporting date 

Eurobor %3.3-%3.2  0.8 3.2 

8.17.4 As of the date of reporting, companies in Tahal Group did not take a loan or credit whose 

scope or balance in the financial statements constitutes 5% or more from the total assets of 

Kardan NV, and constitute 10% or more from the total amount of loans of all of Kardan 

NV’s subsidiaries, as they are represented in the financial statements. Accordingly, there is 

no credit bearing variable interest whose scope exceeds 5% of Kardan NV's assets. 

 

 

                                                 
63 The data do not include a Mezzanine loan totaling USD 29,990,000 for which non-binding memorandums of 

understanding were signed between ZRB Agro International Ltd. and AgroQuiminha, Lda, companies jointly owned by 

Tahal Group and the Partner mentioned in section 8.21.1 who is responsible for managing and operating the Kimina 

Project. As of the reporting date, a binding agreement has yet to be signed that resolves the provision of the loan; the 

loan has not been made available and there is no certainty that it will be made available. 



8.17.5 The following is a description of the material financial obligations that companies in Tahal 

Group have undertaken concerning credit facilities they have taken in the segment: 

8.17.5.1 The following is a description of Tami’s financial obligations (that constitutes most of the 

project activity in Israel and abroad) towards the banks64: 

(a) (1) Tami’s total tangible assets (as defined in the bond provisions) will not be less than 

USD 45 million; (2) Tami’s total tangible assets (as defined in the bond provisions) of the 

total consolidated balance will not be less than 28%; (3) The EBITDA total (as defined in 

the bond provisions) will not be less than USD 5 million, for a period of 12 months; (4) the 

ratio between the total amount of loans taken by Tahal Group from banks, financial 

institutions and bond holders (not including loans affiliated to the Kimina Project whose 

principle does not exceed EUR 30 million, and loans affiliated with the Star Pumped 

Storage project whose principle does not exceed USD 40 million) with the addition of bank 

guarantees provided to Tami and Tahal Group, will not exceed 50% of Tahal Group 

assests, where for tax calculation purposes, the total of bank guarantees that are not 

financial collateral (as defined in the bond provisions), will be calculated as 25% from the 

fixed total of these bank guarantees; (5) the ratio between: the total amount of loans with 

the addition of bank guarantees, less cash and cash equity and less the short term 

investments by Tami (as these terms are defined in the bond provisions) and the total 

amount of tangible equity (as defined in the bond provisions) of Tami, will not exceed 3; 

(6) the ratio between customer receivables and total revenue for a period of 12 months will 

not exceed 60%. As of December 31, 2016, Tami meets all of the aforementioned financial 

obligations.  

 

(b) In addition, Tami has undertaken towards the financing banks various obligations, whose 

principle is detailed below: (1) it will not make changes (including liens) in the holdings of 

Tami in Water Planning, or in the voting rights of Tami in Water Planning; (2) Tami, Water 

Planning and its subsidiaries will not carry out any merger without the bank’s approval; (3) 

will not repay shareholder loans to Tami shareholders and will not provide loans, 

guarantees or any other payments to any of Tami shareholders, except in exceptional cases 

that were determined in the provisions of the bonds, and except for providing loans or loan 

repayment to Tahal Group and companies it controls that were provided during regular 

business transactions and in market conditions for the financing of everyday activities, 

except for the payment of administrative fees that were determined in the provisions of the 

bonds; (4) a restriction has been determined for the distribution of dividends by Tami to its 

shareholders, at a rate that will not exceed 50% of Tami’s net profit from routine business 

according to its annual financial statements for the previous calendar year, and only in the 

case that the aforementioned sums will not be paid, directly or indirectly, to Kardan NV, 

and the total debt of Tami and Tahal Group will not exceed the amounts defined in the 

binding agreements; (5) will not purchase and/or award funding to purchase Tami shares; 

(6) there will be no change in the control of Tami, Tahal Assets, and Tahal International; 

(7) will not issue shares to Tami shareholders. 

                                                 
64  The above description includes the main stipulations that Tahal Group companies have undertaken towards the financing 

corporations. For convenience and to refrain from duplication, the description is presented jointly. Accordingly, some of 

the stipulations were undertaken by Tahal Group Companies towards the financing bodies. Moreover, in the case where 

different rates were determined by the various lenders, the following description will include the harsher stipulation from 

the perspective of Tahal Group. 



8.17.5.2 The following are the main obligations undertaken by Tahal Group and Tahal International 

towards the financing banks of Tami and Tahal Group: 

(a) (1) The ratio between the total amount of loans taken by Tahal Group from banks, financial 

corporations and bond holders (not including loans related to the Kimina Project, where the 

principle does not exceed EUR 30 million and Star Pumped Storage Ltd., where the 

principle does not exceed USD 40 million) with the addition of bank guarantees received 

by Tami and Tahal Group will not exceed 50% of all Tahal Group's assets, where in order 

to calculate the aforementioned ratio, the total of bank collateral that is not financial 

collateral (as defined in the binding agreements), will be calculated as 25% of the fixed 

total of these bank guarantees; (2) The total equity of Tahal International (including 

shareholder loans) according to its consolidated statements, will not be less than EUR 35 

million during the period up to December 31, 2017, and then will not be less that EUR 40 

million; (3) the level of Tahal International’s total equity (including shareholder loans) 

based on separate statements, from the total balance (separate) will not be less than 40%; 

(4) the total equity of Tahal Group (including shareholder loans) according to its 

consolidated statements, will not be less that EUR 25 million; (5) the EBITDA (as defined 

in the bond provisions) of Tahal Group, for a period of 12 months according to its 

consolidated statements, will not be less than EUR 7 million; (6) the ratio between the total 

debt of Tahal Group and its EBITDA will not exceed 3.25; (7) Except for the dividend 

distribution to Kardan NV (that cannot be carried out without bank approval), Tahal Group 

will be entitled, subject to law, to distribute a dividend to Tahal International only when all 

the equity of Tahal Group will surpass EUR 30 million and will constitute more than 28% 

of its balance sheet, according to its consolidated statements, and subject to the provisions 

of the bonds, except for dividend distribution to Kardan NV. 

As of December 31, 2016, Tahal Group and Tahal International meet all the 

aforementioned financial obligations.  

(b) Tahal Group and Tahal International undertook (for itself and its material companies) as 

follows toward the financing banks: (1) not to create any lien Tahal Group assets without 

bank approval, and not to create any lien on Tahal International assets, or on assets the 

subsidiaries of Tahal Group or Tahal International, except during the normal course of 

business and on market terms and except for the creation of fixed liens on new assets for 

the benefit of a party that will finance the purchase under conditions detailed in the bond 

provisions; (2) not to sell, transfer or assign a material asset (except in the matter of 

companies listed in the bonds); (3) not to merge with other companies; (4) will not demand 

a dividend payment or the return of a Tami shareholder loan; (5) to submit financial 

statements, budget and additional reports; (6) Tahal International committed not to demand 

a repayment of a shareholders loan from Tahal Group and Tahal Group committed no to 

pay back a shareholder loan to Tahal International, unless the loan was offered during 

regular business proceedings and under market conditions for financing regular business 

activity, as defined in the bond’s provisions; (7) restrictions have been set for the 

distribution of dividends and payments by Tahal Group to Tahal International and by Tahal 

International to Kardan NV, except for material amounts and management fees in amounts 

that were determined in the bond’s provisions (including obligations to transfer to the band 

funds received as opposed to the bond’s provisions); (8) restrictions have been set 

concerning the transfer of Tahal Group and Tahal International rights for receiving 

shareholder loan repayments and dividends; (9) certain conditions were determined, that if 

they are met, a specific lien can be carried out for the purchase of an asset; (10) restrictions 



were determined concerning receiving a loan from Tami, unless the loan was offered 

during regular business activity and under market conditions to finance ordinary business 

activities, all subject to the provisions of the bonds; (11) share control will remain in Tami, 

Water Planning and all of their material companies, directly and indirectly, and in reference 

to minimal holdings, all subject to the provisions of the bonds; (12) there will be no 

changes in the control of Tahal Group. 

8.17.5.3 The following is a description of Tahal Assets’ main obligations towards Tami's financing 

banks: 

(1) not to create any lien on its assets and on assets of its material companies, except during 

regular business activity and under market conditions, and except for creating fixed liens on 

new assets for the benefit of the party financing the purchase, under terms described in the 

provisions of the bonds; (2) will not sell, transfer or assign a material asset of Tahal Assets 

and its material companies; (3) will not merge with other companies; (4) restrictions have 

been determined concerning receiving loans from Tami, subject to the provisions of the 

bonds. 

8.17.5.4 The following is a description of Kardan NV’s obligations towards the banks of Tami: 

(1) share control will remain in Tami and Tahal Group, directly and indirectly, and in 

reference to minimal holdings, all subject to the provisions of the bonds; (2) will not 

demand repayment of shareholder loans takeb by Tahal Internaional, Tahal Group or Tami, 

subject to the exceptions defined in the provisions of the bonds; (3) will not demand a 

dividend payment from Tahal International; (4) restrictions have been set concerning 

receiving a loan from Tami, all subject to the provisions of the bonds. 

8.17.5.5 For details concerning the liabilities and restrictions regarding companies from Tahal 

Group have undertaken as part of the arrangement with Kardan NV bond holders, see 

section 12.1.2. It will be noted that Tami. Tahal Group and Kardan NV received consent 

from banks financing Tami and Tahal Group to encumber the holdings in Kardan NV and 

Tahal International for the benefit of trustees and bond holders. 

8.17.6 Under the terms of most of the loan agreements or credit facilities, Tahal International and 

its subsidiaries or related companies may make early repayment of the loans and/or credit 

facilities, sometimes subject to advance notice and payment of a penalty at a rate defined in 

the agreement. 

8.17.7 Collateral 

Tahal Group commonly provide bank guarantees to its project clients to secure; (1) the 

offers are submitted as part of tenders; (2) advance payments received from customers; (3) 

maintaining the contractual obligations during the execution period, and (4) the 

examination and warranty period.   

Tahal Group has credit facilities for collateral that total EUR 62.9 million, as of December 

31, 2016, and on the reporting date. Tahal Group companies actually provided the 

aforementioned bank guarantees totaling EUR 43.3 million as of December 31, 2016, and 

EUR 45 million on the reporting date. 



Tahal International and Tahal Group companies often provide collateral for the benefit of 

banks and/or third parties to insure liabilities of Tahal Assets and Tahal Group. As of 

December 31, 2016 and as of the reporting date, this collateral totaled EUR 23 million. 

To receive credit described in section 8.17.1 above, Tahal International, Tahal Assets and 

Tahal Group provided parent company cross-collateral of some EUR 40 million, together 

and separately.  

The total amount of collateral (according to actual utilization) provided by Kardan NV to 

Tahal Group stood at EUR 99 million as of December 31, 2016 and to the reporting date. 

For additional details, see Note 25.C in the financial statements. 

8.17.8 Liens 

Hereunder is a description of the material collateral the Tahal Group with regard to the 

material loans and credit facilities provided by the financing banks: 

8.17.8.1 Tahal Group and its subsidiaries and related companies: 

(1) A general floating lien on the assets of Tami and Water Planning assets and a fixed lien 

on their reputation, on Tami’s unreturned share capital of and of all the share capital of 

Water Planning; (2) a lien in a property owned by Water Planning in Haifa. (3) fixed liens 

on the rights of deposits, bank accounts, vehicles and right to receive monies by 

agreements. To complete the picture, it is noted that there an interbank agreement (pari 

passu) was signed among the banks financing Tami, which regulates the relations between 

those banks. In addition, according to the draft Star Pumped Storage's financing agreement, 

Water Planning will be required to place a lien on its holdings in Star Pumped Storage Ltd. 

to ensure the repayment of a loan that Star Pumped Storage Ltd. intends to take to construct 

the Power Station.  

8.17.8.2 Tahal Assets and its subsidiaries and related companies: 

(1) A lien on shares of Akfen Su, Akfensu Dilovasi,65 and Akfen Gulluk66; (2) a lien on the 

rights of Akfensu Dilovasi in accordance to the B.O.T. concession contract it owns for a 

period of 29 years for the planning, construction and operation of a waste purification 

facility in Turkey; and (3) a negative pledge on the shares of Akfen Su, Akfensu Dilovasi, 

and Akfen Gulluk. 

8.17.9 Tahal Group examines, from time to time, the need to find sources of funding for the 

operation of its ongoing operations, and it is working to expand its sources of credit as 

needed.  

  

                                                 
65  Akfensu Dilovasi holds a B.O.T. concession for the planning, construction and operation of the waste purification 

facility in Turkey. 
66  Akfen Gulluk holds a concession with a municipal body in Turkey for the provision of management, operating, 

maintenance and fee collection services regarding the urban water network that is the responsibility of the municipal 

body. 



8.18 Taxation  

For details, see Note 33 to the financial statements of Kardan NV. 

8.19 Environmental risks and their management 

8.19.1 Environmental risks that have or are expected to have material impact on Tahal Group. 

The environmental risks associated with the activities of Tahal Group are characterized by 

type of activity. In general, the Tahal Group quality standards require employees to apply 

high standards on environmental issues and environmental control procedures, 

procurement, hiring sub-contractors, the management of projects and submission of bids. In 

addition, there is an integrated quality designed to enable the systematic and organized, 

control and monitoring of processes and the environment and safety at work.  

Project Planning 

The planning activities do not expose Tahal Group to material environmental risks. The 

planning process at the Group has been implemented with great skill for many years, 

during which it has obtained all the required approvals from the Authorities, planning 

committees and government ministries responsible for environmental issues. The 

environmental effects are examined at the initial stages of each project. As part of planning 

projects for overseas customers, the Group operates pursuant and subject to the regulations 

and standards in each of the countries where it operates in the fields of water-sewage, 

environment, energy, natural gas and agriculture. The Tahal Group conducts environmental 

and social impact surveys both by itself and by means of companies that operate in the 

countries where the project is implemented, and everything is done according to the 

demands by the customer and the local environmental protection ministry and/or according 

to the requirements of the funding bodies and the foreign trade credit insurance bodies in 

accordance with the laws of the country in which the activities are carried out and in 

accordance with the customary IFC directives by the development funding bodies and 

commercial funding bodies. 

Project Execution 

In general, projects executed according to environmental guideline given at the planning 

stage (in accordance with environmental surveys) should not cause any environmental 

danger or nuisance. However, implementation of projects by their nature, entail activities 

that may cause environmental danger or nuisance to people or animals. Tahal Group 

implements projects by means of subcontractors under Tahal Group's constant management 

and supervision, placing significant emphasis on environmental aspects, including the 

inculcation of environmental work and control processes throughout the implementation 

and planning projects in order to instill understanding and focus with respect to material 

environmental issues that may constitute a risk to the proper execution of the project as 

early as its initial stages.  

Facilities for waste purification, desalination, wastes sites and natural-gas projects 



Tahal Group manages and operates, inter alia, water treatment facilities, collection and 

treatment facilities for domestic or industrial wastewater in Israel and Turkey, a 

desalination plant in Cyprus and a waste landfill in Israel. In addition, Tahal Group, via 

TMNG, carries out the planning, licensing, execution, management, construction and 

maintenance of supporting and supported projects, infrastructures and facilities in the field 

of natural gas (including CNG and LNG). 

Environmental risks can arise from a sudden malfunction or ongoing failure in the 

operation of the various treatment facilities. The following are the main risks: 

Water pollution (groundwater and streams) - Groundwater pollution can cause health 

risks and the stoppage of pumping though water drilling if pollution has penetrated the 

groundwater. Other risks can also stem from irrigation of food and fodder crops with 

polluted water and transfer of the pollutants to the human and animal food chain. The 

contamination of streams is liable to cause contamination of the sea into which the stream 

feeds and transfer of the pollutants to the food chain by means of fish living in the polluted 

area. 

Soil pollution - Soil pollution usually leads to contamination of the groundwater under it 

due to the transfer of the pollutants by rainwater. In addition, contaminated soil can cause 

health risks to people and animals that eat food and fodder crops growing in this soil. As 

mentioned above, soil pollution is the major pollution to which the Tahal Group is exposed. 

Sea pollution - Sea pollution causes health risks to people who live off fish growing in 

polluted areas. Sea pollution can also harm the fish yield in the polluted area by violating 

the ecological balance that is essential for optimal growth of the fish. 

Air pollution - It can cause soil and water contamination when pollutants reach the soil by 

means of rain and wind, as well as health hazards to the people who inhale these pollutants 

directly. 

Israel 

Wastewater treatment facilities: The main environmental risk in the field of waste 

treatment facilities at the facilities operated by the Tahal Group is soil contamination. The 

treatment and pooling ponds at the wastewater treatment facilities are not hermetically 

sealed and may cause soil and groundwater contamination in the area. Since the area in 

which most of the facilities are located is not hydrologically sensitive and the groundwater 

there is virtually unutilized. The main problem is causing of soil pollution alone. 

The Hagal Waste Landfill – This site is located in the lowest-potential region for causing 

groundwater contamination. The site is supervised by the Environmental Protection 

Ministry officials and already contains monitoring drilling pursuant to the legal 

requirements. The waste landfill is far from residential areas and to the best of Tahal 

Group's knowledge it meets environmental requirements. 

8.19.2 Significant implications of the law’s provisions for Tahal Group, including its capital 

investments, profits and competitive status 



Israel 

Legislation relevant for waste treatment facilities and landfills 

In Israel Tahal Group operates, inter alia, wastewater treatment facilities (both extensive 

and intensive), primarily in the vicinity of the Zebulun Valley and the Jezreel Valley, as 

part of operation agreements with local authorities, water and sewage management 

corporations and commercial companies. As part of its operation of the facilities, the 

Group's activities are subject to continual control by the Ministry of Health, the Ministry of 

Environmental Protection and the Water Authority. The responsibility of the quality of 

water leaving the purification facilities lays with the facility's owner and operator. 

In addition, activities in Israel are subject to the following laws and regulations that were 

implemented by virtue of them: The Maintenance and Cleanliness Law, 1984, The Water 

Law, 1959 (which imposes responsibility concerning the pollution of water sources), The 

Water and Sewage Law, 2011 (by virtue of which, the required standards were defined for 

those operating in this field, and provisions concerning industrial waste, and for the act of 

the sewage’s flow, and waste treatment processes or water recovery), The National Health 

Order, 1940 (that provides the government and municipal authorities various supervision 

and enforcement authority to remove dangers that could harm public health or the 

environment as defined in the order, including the treatment of waste facilities), public 

health regulations and wastewater standards 2010 (that impose obligations on both the 

producer of wastewater and the operators of wastewater purification plants to meet the 

stringent standards of the regulations, to monitor and control the wastewater, to sample of 

the effluents emitted from the purification plants, and provide reports  to the public on 

effluent testing results) .The Abatement of Nuisances Law, 1961 and the purification 

regulations for the prevention of nuisances (The Prevention of Unreasonable Air and Odor 

Pollution from Solid Waste Disposal Sites), 1990 (that address the entrance to the waste 

site; the need for putting up fences and signs around the site; the manner of disposing the 

waste at the site; the ongoing operation of the site, the handling of combustion events and 

mechanical equipment),  and The Clean Air Law, 2008, and The Environmental Protection 

Law (The Polluter Pays) (Legislative Amendments), 2008, etc. Not fulfilling the 

aforementioned laws could cause environmental damage (including odor hazards, soil 

pollution or the pollution of ground water), incur fines on Tahal Group and damage its 

standing. 

Legislation on planning and constructing natural gas infrastructure and facilities 

As mentioned above, Tahal Group, deals with the planning, licensing, purchase, execution 

and construction of natural gas infrastructure and facilities, including systems for the 

supply of natural gas for gas suppliers, transmission and distribution systems, and pressure 

reduction stations (PRMS), facilities for adding smell (odorizing), and natural liquid gas 

facilities for the national transmission company (Israel National Gas Line Ltd.) and for 

regional distribution companies, as well as gas infrastructure and facilities for the Natural 



Gas Authority, power stations for electricity production, desalination plants, industrial 

plants and other bodies with high energy consumption.  

The aforementioned activities are done according and subject to the Natural Gas Sector 

Law – 2002 and the regulations it dictates, and the decisions and criteria set forth by the 

Industrial Gas Installation Directive that was published by the Natural Gas Authority, The 

Planning and Construction Law – 1965 and the regulations it dictates, The Gas Law (Safety 

and Licensing) – 1989 and the regulations it dictates, the Safety at Work Order and the 

regulations and orders it dictates, the Hazardous Materials Law – 1993, the Israeli Standard 

for Transmitting Natural Gas (Israeli Standard 5664, sections 1 and 2, Israeli Standard for a 

Network of Natrual Gas Distribution – Israeli Standard 5664. section 3, Standard EN15001 

/ ASME 31.1 for the planning, constructing and operation of internal factory systems), and 

the procedure from the Ministry of Environmental Protection concerning the separation 

distances for hazardous materials from public receptors. 

TMNG activities are executed under the supervision of the Ministry Natural Infrastructures, 

Energy and Water resources (through the regulator responsible for the natural gas sector – 

the Natural Gas Authority), natural gas licensing authorities in the Regional Committee for 

Planning and Construction and the Ministry of Environmental Protection and the Standards 

Institution of Israel. Furthermore, the planning and licensing activities are carried out 

according to the existing detailed national long-term plan for natural gas. For every project, 

a risk survey assesses risk scenarios for proximate populations. Furthermore, in order to 

obtain the necessary approvals and permits, the plans must be coordinated with parties with 

an interest in the land in which the infrastructure and facilities are to be established, such as 

the Parks official, Israel Antiquities Authority, Fire and Rescue Authority, The 

Israel Nature and Parks Authority drainage authorities and infrastructure owners 

(electricity, water, sewage, communication, petroleum and its products). 

In accordance with the Natural Gas Sector Law-2002, the construction of a gas facility is 

subject, inter alia, to the submission of comprehensive specifications that include the gas 

facilities engineering schemes, facts concerning the facility, a land description and details 

of their owners. A detail approval is under the authority of the Natural Gas Directorate and 

the Supervisor of Safety in the Natural Gas Authority. In addition, concerning a gas facility 

that is part of a distribution system (and is not a gas terminal), the construction of the 

facility is subject to the submission the gas facility’s work plan and receiving permission 

from the licensing authorities for a gas facility. The work plan must include directives for 

the establishment of a distribution system, the submission of a detailed work appendix 

concerning the site in coordination with the relevant officials as a condition to receiving a 

building permit, directives regarding the soil’s base and stability and directives for 

rehabilitating the site after construction, etc. According to Amendment No. 4 to the Gas 

Law (Safety and Licensing) 1989, as of January 1, 2016, the installation of internal 

facilities in factories for gas consumption (end facilities) is subject to receiving approval of 

proper operation by an examination body that is certified to approve facilities for the 

consumption of natural gas.  



8.19.3 The Tahal Group's environmental risk management policy 

Pursuant to Tahal Group's policy, its employees are obliged to comply with the quality 

procedures relating to environmental risks and worker health and safety as part of the 

planning and engineering supervision activities. In a number of performance projects an 

environmental impact survey is carried out at the behest of the customer and/or the 

financing entity. In addition, the Group conducts a comprehensive periodic environmental 

risk survey aimed at assessing the quality of the environment-related operational and 

management processes at the facilities it owns or that it operates in Israel and abroad. The 

surveys include visits to the facilities and completion of questionnaires that survey the 

engineering performance quality vis-à-vis the existing regulations and the commitments to 

the customers. Tahal Group applies an integrated system of quality principles that parallels 

ISO 9001:2008, ISO 14001:2004, OHSAS ISO 18001:2007 (OHSAS). 

 

8.20 Restrictions and Supervision on the Corporation's Activity  

The Tahal Group’s activities are subject to regulation and standardization in the various 

countries where it operates in the spheres of water-sewage, environment, energy, gas and 

agriculture. Among other things, the Tahal Group is subject to general requirements and 

various laws, including tender laws, environmental quality laws, land laws, planning and 

building laws, health and safety laws, local labor laws, private enterprise laws, and laws 

governing private and public collaboration. To the best of Tahal Group's knowledge, the 

Group operates according to the project implementation regulations in each of the countries 

in which it operates. The Tahal Group operates according to engineering standards as 

required in the implementation of planning projects and integrative projects, and in 

accordance with the legislation and standardization provisions in each of the countries 

where it implements projects. In recent years, financing and insurance institutions financing 

or insuring activities in the areas of business are stipulating that the provision of financing 

and insurance and standing by them is subject to meeting socio-environmental guidelines, 

including detailed and concrete reference to the possible impact of the activities on the 

environment and the population is close to conducting the activity. For example, companies 

located in the area adjacent area to where the activity is taking place. Within this 

framework, companies operating in this area have to undertake various commitments on 

issues such as possible pollution of land, water and air, the need to evacuate and/or resettle 

population, local employment conditions including a ban on the employment of minors, as 

well as health and hygiene. 

On December 11, 2014, Articles B and C came into force as part of The Law to 

Promote Competition and Reduce Concentration 2013 (“the Market Concentration Law”) 

in addition to the publishing of a list of concentrating elements in the economy (“List of 

Concentrating Elements”). Tahal Consulting Engineers Ltd. appears on the List of 

Concentrating Elements in the field of television and written media according to the Market 

Concentration Law, when allocating rights in the field of critical infrastructure (as defined 



in the Market Concentration Law) by the state to a body appearing on the List of 

Concentrating Elements (the allocation of tangible rights such as the privatization of a state 

owned company, issuing a license to operate in a certain area – including the renewal of the 

license, contracting or the transfer of a substantial portion of holdings), the relevant 

regulatory body must take economy-wide market concentration issues into consideration. 

In addition, any allocation of holdings of a significant amount (as the term is defined in the 

Market Concentration Law), to an element appearing on the List of Concentrating 

Elements, whose transfer requires government approval or requires a legal process 

according to the Government Companies Law, could obligate the examination of economy-

wide concentration considerations, even if the right is not in the specific field on the list of 

critical infrastructures. As to the date of the report, Tahal has not been able to assess the 

influence of the Market Concentration Law and its addition to the list of concentrated 

elements in its operations. 

For details concerning the restrictions that apply to Tahal International, Tahal Assets, Tahal 

Group and organizations under their control, according to the amended principles of bond 

holders, see sections 13.1.5.2. 

For details about the environmental regulation applicable to the activities of Tahal group, 

see section 8.19. 

 

8.21 Substantial Agreements and Cooperation Agreements 

The Tahal Group forms business partnerships in projects in Israel and abroad with both 

Israeli and foreign companies, and is a party to the establishment of joint business ventures 

for the purpose of participation in tenders in accordance with the required format and 

threshold conditions for the various projects it implements. 

8.21.1 Collaboration Agreement Regarding the Projects in Angola 

On May 2, 2016, Tahal Group, Tami and Evergreen for Development B.V. (in this section 

together: “Tahal”) signed an agreement with a third party that is not related to Tahal or 

Kardan N.V, ZRB Consulting Finance & Development Limited (in this section: “the 

Partner”) for collaboration for the initiation, execution, promotion, management and 

operation of projects in the water, waste and agricultural segments (“the Segment of 

Operation” and “the Shared Enterprise” respectively) in Angola from 2016 to 2020. 

As part of this agreement, it was stipulated that every project in the Segment of Operation 

or that will come to the attention of Tahal or the Partner will be offered to the other party to 

examine the possibility of executing the project by means of the Shared Enterprise. The 

rights to the projects that will be executed by the Shared Enterprise will be divided in the 

following manner: 50.1% to Tahal and 49.9% to the Partner, where every party has equal 

voting rights. 

Management of the Shared Enterprise and any other company to be founded by it will be 

carried out by a steering committee that will be composed of four members: two on behalf 



of Tahal and two on behalf of the Partner. In addition, the parties will appoint two directors 

(one on behalf of Tahal and one on behalf of the Partner) that will be responsible for the 

daily management of the Shared Enterprise according to decisions made by the steering 

committee. In the case of a disagreement on the steering committee between the 

representatives of Tahal and the Partner, the disagreement will be brought to the attention 

of the parties’ CEO, who will reach a joint decision. If a joint decision is not reached, Tahal 

will have the right to purchase the voting rights of the Partner for USD 1 million. 

In the case external funding is required to execute the project, Tahal will be responsible to 

achieve the aforementioned funding and provide the required guarantees to receive the 

funding. For as long as Tahal is unable to provide the required funding for a certain project, 

it will not be considered that Tahal is in breach of its obligations. However, if the 

aforementioned situation does take place, then the Partner will be allowed to promote the 

execution of the project independently or with a third party (without Tahal). If Tahal 

provides any guarantee for the financing of the project by a third party (including the need 

to receive collateral, letters of credit, etc.), then  any amount that will be received by the 

project owner towards the cost of the project, the Partner will allocate  to the Tahal Group 

reserve fund an amount equaling the guarantee compared to the Partner's relative share in 

the project. If the guarantee is exercised, the Partner will contribute with Tahal Group, the 

amount that will be paid by Tahal Group for exercising the guarantee, up to the limit 

relative to the Partner's share in the exercised amount, and this will only be from the funds 

accumulated in the reserve fund for this specific project. 

8.21.2 For details about the projects and material assets of Tahal group, see section 8.7.5. 

8.21.3 The Agreement for Operating the Kimina Project 

On September 1, 2016, ZRB Agro International Ltd67 (“ZRB Agro”) and Agro Quiminha 

Lda68 (“AgroQuiminha”), a (indirect) subsidiary of Tahal Group and a third party (ZRB 

Agro and AgroQuiminha Lda) (to be called together: “the Related Companies”) contracted 

with a company owned by the Government of Angola (“the Angolan Company”) for the 

exclusive management and operation of a large-scope agricultural development project in 

Kimina, Angola for a period of seven years, from September 1, 2016, with an extension 

option for another five years (“the Agreement” and “the Project” respectively). 

The project is a community agricultural project that Tahal established in recent years by 

virtue of a separate construction contract with the Government of Angola, and that was 

delivered to the customer in 2016. The project is located 70 kms east of Luanda, the capital, 

and stretches over an area of 50,000 dunams. The project combines a communal-

agricultural town, agricultural infrastructure and public and community infrastructure. 

As part of the Agreement, the Related Companies will manage and operate the agricultural 

project, which includes 300 private farms, thousands of dunams of open agricultural fields, 

                                                 
67  ZRB Agro International Ltd is held 50% by Tahal Group and the remaining 50% is held by ZRB Consulting Finance & 

Development Limited, the Partner in the Kimina Project. 
68  AgroQuiminha Lda is completely owned by ZRB Agro. 



plastic and net-covered greenhouses, raising chickens, a logistic and agricultural center, a 

marketing and sales array for the products, etc. The project also includes infrastructure for 

pumping, water transport and treatment, irrigation and other infrastructure required by 

crops, livestock and product distribution. The Related Companies have committed to 

provide all the machinery, equipment and vehicles required for the project’s operation. In 

compensation for managing and operating the project, the Related Parties will be entitled to 

all the compensation stemming from the sale of the agricultural products. 

In order to execute the project, the Related Companies have committed to achieve the 

required funding for its execution by means of non-recourse loan from a private loan fund 

that is secured by the project’s equipment, machinery and raw materials, revenue from 

managing the project and the Related Companies’ relative rights in the project from the 

Angolan Company. The Related Companies also committed to pay the Angolan Company 

monthly authorization fees that will be defined in the Agreement. 

8.21.4 For details about loans, credit facilities and material liabilities of Tahal Group towards its 

financing entities, see section 8.11. 

8.21.5 For details about the sale the Holdings in KWIG HK and the shareholders agreement 

concerning the holdings in KWIG HK, see section 8.16.1. 

8.21.6 Agreements with FIMI funds 

In July 2010, Tahal International and Kardan N.V. entered into loan and warrant 

agreements, that were amended on June 28, 2011 and on June 29, 2012, with an investment 

fund named FIMI Tahal 2010 Investment LP ("FIMI", "the Transaction" and "the 

Agreements" respectively), and included a loan agreement and Warrant agreement between 

Tahal International and FIMI (the "Loan Agreement" and the "Warrant Agreement", 

respectively) under the terms appearing in section 9.23.4 in the 2014 Periodical Report, 

where the aforementioned information is presented in the report by way of referral. 

After the full repayment of the loan to FIMI, but prior to the end of the Warrant 

Agreement, Tahal International and FIMI entered into a new contract on September 10, 

2015, where the parties agreed that from September 10, 2015, the Agreements are canceled 

and the parties will have no rights from their provisions. FIMI will be entitled to only 

receive a monetary sum (and not the right to receive shares, as is determined in the 

Agreements) from Tahal International. This amount will be calculated as follows: (a) in the 

case of a "sales event" (public issuing and/or the sale of control in Tahal International, 

and/or the merger of Tahal International with a third party following which Kardan NV will 

hold less than 50.1% of the share capital of the merged company and/or the sale of its 

assets, in whole or in part), that will carried out according to the value of Tahal 

International of USD 173,000,000 (subject to the execution of adjustments appearing the 

Amended Agreement; ("the Base Value") and that will be applied during the period 

beginning on September 10, 2015 ("the Effective Date") and ending on July 31, 2021 ("the 

Exercising Period"), Tahal International will pay FIMI the amount of USD 3 million; (b) in 

the case of a "sales event" during the Exercising Period where the value of Tahal 



International exceeds the Base Value, Tahal International will pay FIMI USD 3 million 

with the addition of 8% from the company's surplus worth on the Base Amount, but in no 

case will exceed more than USD 7.5 million ("the Maximum Amount"); (c) as long as there 

is no "selling event" during the Exercising Period, Tahal International will pay FIMI USD 

500 thousand ("the Option Compensation"). The Option Compensation is final and does 

not bear interest and/or linkage. 

At the same time the amended agreement was signed, Kardan NV and Tahal International 

entered into a contract where  Kardan NV has promised to transfer to Tahal International, 

in the event of a "sales event", the amount equaling the difference between USD 500 

thousand and the amount Tahal International is required to pay to FIMI. 

For additional details, see an immediate report published by Kardan N.V. on September 11, 

2015 regarding the signing of the Amended Agreement (reference number: 2015-01-

119409), included in this report by way of reference and in Note 21 of the financial 

statement. 

8.22 Legal Proceedings  

Tahal Group is not party to any material legal proceedings or other legal proceedings that 

constitute 10% of its current assets.  

8.23 Business goals and strategy  

Tahal Group’s strategy includes the following principles: 

Leveraging Tahal’s reputation and knowledge for operating in developing markets. This is 

seen in the group’s activities as detailed below, both in the retention of the spirit of 

entrepreneurship and the ad hoc approach to business opportunities of Tahal’s core 

business areas. 

The continued increase in the scope of activity in planning and execution, mainly through 

projects that include management, design, procurement, construction and occasionally 

organization and customer financing solutions (such as turnkey projects), mainly in 

developing countries in Africa, Eastern Europe and some Asian countries. The goal of 

entering into collaboration agreements with local partners abroad that are able to locally 

plan and execute projects, is to expand its activities in these countries. It is noted that the 

development of business activities in the developing markets is implemented according to 

the Group's strategic plan and with a focus on geographic regions, areas of activity and 

project size. This focus enables Tahal Group to single out relevant projects and to join with 

local or international partners and in promoting them to customers that are mostly 

governments. 

During 2016, Tahal Group began to examine additional possibilities to expand its scope of 

activities outside of Israel, including by acquiring a company or business segment in its 

core fields or those that interface with them, either in areas in which Tahal Group currently 



operates or in those Tahal Group intends to enter. This activity is expected to continue in 

2017. 

The Group sees its activities in agriculture, and in regional agricultural development in 

particular, as another of its growth drivers and as activity that complements and strengthens 

its activities in water infrastructures.  

In natural gas planning and execution projects, the Group intends to expand its activity in 

the coming years, since it sees this field as one of its growth drivers. This activity includes  

expansion based on upholding the Group's professional reputation both in the sector for 

services to companies dealing with natural gas exploration and production (upstream) 

(while enlarging the number of services available to natural gas producers), in the transport 

and distribution of natural gas sector (midstream) (in planning projects for the gas transport 

company Israel National Gas Lines Ltd. and planning-execution projects for regional 

distribution companies), and in the sector of services for natural gas consumers 

(downstream) sector (for power stations and conversion projects of industrial plants to 

natural gas). In this segment, the Group also expects development in the field of gas for 

transportation and compressed natural gas projects for regions the distribution companies 

do no reach, inter alia, based on the policy of the Ministry of National Infrastructure, 

Energy and Water Resources to promote the conversion of factories to natural gas and 

remove obstacles in the segment69. Moreover, Tahal Group is making efforts to position 

itself in a way it will be able to receive projects abroad (specifically in the Indian market) 

in the medium term, and in the long term, to operate in the segment of marine treatment 

facilities and gas export systems, together with strategic partners.  

8.24 Development Forecast for the Coming Year 

During the coming year, the Tahal Group is expected to continue its business growth 

including attempts to expand its activities for planning and execution activities, mainly in 

Africa, Eastern Europe and South-East Asia. Tahal also recognizes the growth potential in 

India, due to the growing need for upgrading the existing water infrastructure and to ensure 

drinking water for an extensive population drinking and as a result the expanding 

integration of the private sector in the funding and implementation of the water 

infrastructure projects in the country. Moreover, Tahal sees potential for growth in Angola 

and is investing vast resources and efforts to develop additional projects and initiatives in 

the country, mainly in the agriculture segment. For details about the Group's intention to 

expand its business in natural gas and its activities in agriculture, see section 9.23. 

The assessments of the Tahal Group with regard to growth and expanding its 

business, as described in sections 8.23 and 8.24, and the Tahal Group’s assessment 

concerning the completion of the transaction for the dale of its remaining holdings in 

KWIG HK, are forward looking information, as defined in the Securities Law which 

                                                 
69 See http://energy.gov.il/AboutTheOffice/SpeakerMessages/Pages/GxmsMniSpokesmanNGMarch17.aspx; 

http://energy.gov.il/AboutTheOffice/SpeakerMessages/Pages/GxmsMniSpokesmanNGAkko.aspx and 

http://energy.gov.il/AboutTheOffice/SpeakerMessages/Pages/GxmsMniSpokesmanNGFactoryConnection.aspx. 

http://energy.gov.il/AboutTheOffice/SpeakerMessages/Pages/GxmsMniSpokesmanNGAkko.aspx


is based on the experience and acquaintance of Tahal Group of its areas of business. 

The aforesaid assessments may not be realized, in whole or in part, or may be realized 

other than expected, even materially so, including as a result of changes in countries 

where Tahal Group operates, changes in the market conditions including because of 

the direct and/or indirect implications of the crisis in the global economy and/or 

changes in the natural gas market and/or changes in the price of oil and/or changes in 

the price of natural gas and/or changes in exchange rates and/or the realization of all 

or part of the risk factors detailed in section 9.25. 

8.25 Risk Factors 

The Tahal Group’s activities are characterized by the following risk factors: 

8.25.1 Macro Risk Factors  

8.25.1.1 The Global Economy - A recession and slowdown in the growth rate in the developing 

countries is liable to negatively impact the Tahal Group’s growth rate.  

The Tahal Group, the value of its assets, its results, the amount of its capital, the ability to 

realize assets, the state of its business, and the Tahal Group’s ability to fulfill its financial 

obligations in which it has committed itself to loans and to raise funds and financing 

packages for projects and for holding assets (including for the matter of financing terms) 

are exposed to negative repercussions of the macro factors in the short, medium and long 

term. The global economic situation also influences the readiness of developing countries 

to offer financing packages or to insure projects in developing countries. Moreover, Tahal 

Group projects require significant capital. In light of the aforesaid, the slowdown in the 

global economy is liable to adversely affect the Tahal Group’s business results and/or 

development since the Group might not be able to raise the required capital for the 

aforementioned projects or the capital it raises will be at financing terms that are inferior to 

those of the past. 

In addition, as a result of the global economic crisis, the financing abilities and the income 

of the suppliers and subcontractors used by the Tahal Group in its construction projects 

have been damaged. In addition, the policies of local and state authorities with regard to 

investments in infrastructure have undergone a change and may undergo additional changes 

in the future, thereby reducing infrastructure investment. As a result, Tahal Group 

customers may cancel projects that are in construction and especially projects which have 

not yet started and / or for tenders in which the Tahal Group was being prepared. In 

addition, the simultaneous cessation of several contractor’s activities could also affect 

schedules, cause an immediate slowdown in progress of performance and as a result, a 

decrease in income on the one hand and an increase in expenses of the Tahal Group on the 

other, and in extreme cases cause the cancellation of projects. Such cancellations may 

adversely affect the Tahal Group's business, financial condition and operating results. 

8.25.1.2 Political instability – The Tahal Group operates in emerging and developing markets such 

as in Asia, Africa and central Eastern Europe, and is therefore exposed to risks stemming 

from activities in developing countries (including political risks, regulatory risks, military 



risks, and local economy risks). Political and security instability in countries where the 

Tahal Group operates (including nationalization of assets by Authorities and various 

regulatory changes) is liable to adversely impact markets in those countries, and, as a 

result, negatively impact the Tahal Group’s activities, including the return on investment, 

financing and business results. The exposure includes, inter alia, the risks of changes in 

regulations such as regulations that regulate the business of foreign companies, regulations 

regarding the environment, and others.  

8.25.1.3 Changes in the price of oil - as mentioned in section 9.2.4, the material part of Tahal 

Group's activities takes place in countries that are financially dependent on the oil sector. 

The drop in global oil prices could cause these countries to reduce the budgets designated 

for water treatment and agricultural development and could even lead to the delay in 

receiving new projects by Tahal Group, the cancellation of agreements for the execution of 

projects that Tahal Group has committed to carry out and the delay in receiving 

compensation for the aforementioned projects. 

8.25.2 Sectoral Risk Factors 

8.25.2.1 Project Implementation – Infrastructure construction and development projects are 

subject to various performance risks, including the inability to complete the project within 

the timeframe, budget, guidelines and standards established in the specific agreement; 

delays in completing the stages established in the agreement for implementation and 

completion of the project, which is liable to mean a decrease in income and additional 

financing costs, delays in payments remitted by the project customers; the establishment of 

a pretext for canceling the project implementation agreement; non-receipt of a suitable 

financing package for implementation of the project under convenient terms for the purpose 

of completing the project; the inability to receive the expected return on investments and an 

incurring of losses if the assumptions that were included in the forecasts for the project fail 

to materialize; unforeseen site and geological conditions, which are liable to cause a 

situation in which the project site is unsuitable for implementation; and delays involving 

non-completion of the acquisition of private land ownership rights that are necessary for 

project implementation by the customers. Each of the aforementioned risks is liable to 

adversely impact the Tahal Group’s business, financial position and financial results. In 

addition, building projects and infrastructure development may be the object of political 

processes. Delays in the project stemming from political reasons (such as delays in 

obtaining various permits and licenses, the release of goods from customs, and making the 

site available for the project, etc.) could result in additional expenses for the Tahal Group 

due to the increase in raw material prices above the envisaged price. 

8.25.2.2 Limited bargaining power – In most cases, the Tahal Group’s customers that are party to 

agreements for the implementation of infrastructure construction and development projects 

are government corporations or governments, and the Tahal Group has limited ability to 

bargain and set conditions regarding standard clauses in agreements with these bodies. 

Therefore, many conditions that are prescribed as part of the documents for implementing 

the project are advantageous to the project customers and are liable to negatively impact the 



Tahal Group, its business, financial position and financial results. For example, 

infrastructure development agreements are liable to include provisions whereby the 

customer has the right to cancel the project without any reason, subject only to advance 

notice. Although project implementation guarantees are common in the agreements to 

which Tahal Group is party, they are typically unconditional and forfeitable upon demand 

by the customer. Regarding projects implemented by the Tahal Group in a B.O.T. format 

with governmental bodies, the Tahal Group has extremely limited bargaining power in 

relation to the conditions governing collection of the commission for its infrastructure 

services and in relation to the rate for said commission. Collection of the commission and 

the rate thereof are usually the responsibility of the government corporation (customer) and 

expose the Tahal Group to the aforementioned risks. 

8.25.2.3 Dependence on winning tenders – Part of the Tahal Group’s income stems primarily from 

the fact that it wins project implementation tenders. These projects are ordered primarily by 

government corporations and are financed by governments or international and 

multinational financial institutions. It is difficult to predict if or when the Tahal Group will 

win new tenders for the implementation of additional projects since potential agreements 

entail the preparation of long and complex price quotations as well as selection processes 

that are liable to be affected by various factors, including changes in the current or future 

market conditions, financial arrangements, regulatory approvals and environmental 

repercussions. Since the revenue from the implementation of infrastructure construction 

and development projects is an integral part of the Tahal Group’s income, its business 

results and cash flow might materially change from time to time as a result of the date on 

which it wins the tender. It is noted that due to the nature of the agreements obtained by the 

Tahal Group, the Group is sometimes required to invest large sums in development of the 

projects even before it receives from the customer an advance payment or other payments 

that are enough to cover its expenses.  

8.25.2.4 Competition – The Tahal Group operates in a highly competitive environment in which its 

competitors are international engineering and construction companies or local branches of 

such companies. The Tahal Group’s ability to submit proposals and win tenders for the 

implementation of large infrastructure development projects depends on its ability to 

implement large projects while demonstrating solid engineering capabilities vis-à-vis the 

implementation of complex technological projects and financial robustness and/or access to 

capital resources. These abilities are essential for maintaining the Group's competitiveness 

in international markets. In many cases, when it comes to large infrastructure construction 

or development projects, The Tahal Group might not independently fulfill the threshold 

conditions of the tender. Therefore, another important factor that impacts the Tahal Group’s 

financial position and financial results is its ability to connect and collaborate with other 

companies in joint ventures or by way of joint financing. If the Tahal Group does not 

succeed in establishing collaboration with other companies, it is liable to miss the 

opportunity to submit a proposal and compete for a tender for the implementation of the 

aforementioned projects. Some of the Tahal Group’s competitors are larger than the Tahal 

Group and have superior funding sources, and are liable to have a higher savings rate and 



operational efficiency. These competitors could present, be it through a merger or growth, a 

more reliable and/or cheaper solution than the Tahal Group. As a result of this, the Tahal 

Group might win fewer tenders. Competitors with superior financing capabilities to those 

of the Tahal Group might win tenders on their own and/or attract partners for the 

establishment of a joint venture with greater ease than the Tahal Group. There is no 

certainty that the Tahal Group will be able to continue competing effectively with its 

competitors in the future. A failure to compete effectively is liable to adversely affect the 

Tahal Group’s business, financial position and financial results. 

8.25.2.5 Financing requirements – The possibility of implementing infrastructure development 

projects or investing in assets usually depends on capital and financing requirements and 

the provision of guarantees. The Tahal Group’s financing sources might not be adequate for 

it to implement the projects or the asset investments. If the Tahal Group chooses to finance 

the projects or the asset investments by way of loans, such a move is liable to increase its 

financing expenses, and even subject its activities to additional restrictions that are liable to 

limit its ability to implement additional projects in the future. Moreover, there is no 

certainty that the Tahal Group will succeed in increasing its financing to the amount that it 

regards as desirable in terms of timing and terms. The Tahal Group’s inability to obtain the 

financing required for implementing the projects or investing in assets is liable to cause 

delays in the implementation thereof, abandonment of existing projects, and a failure to 

take advantage of business opportunities in the future. Furthermore, particular policies 

(such as fiscal policies) of governments in countries where the Tahal Group is active, may 

bring about a cooling down of the credit market and hinder the raising of finances to 

investment in the Tahal Group projects. Moreover, countries often finance projects by 

means of long-term loans that condition that the financing will be provided in the project, 

in whole or in part, will be executed by a company from the financing country. 

8.25.2.6 Approvals and licenses – The Tahal Group’s activities are subject to certain approvals, 

licenses and permits in accordance with law and standardization provisions. Applications 

for said approvals, licenses and permits must be submitted at the appropriate stages. Delays 

in obtaining the approvals and/or licenses are liable to cause an increase in expenses due to 

an increase in building material prices, and said expenses cannot be passed on to the 

customer, which are liable to significantly impact the Tahal Group’s ability to execute the 

project while meeting the quality and dates it has undertaken. There is no certainty that the 

relevant Authorities will provide the Tahal Group with the required approvals and/or 

licenses, or renew them on time. Such delays on the part of the relevant Authorities are 

liable to cause a delay in the receipt of financing, a delay in the receipt of loans at certain 

interest rates, and noncompliance with project completion timetables. As a result of this, 

the Tahal Group will be unable to carry out its business plans. The inability to obtain the 

aforementioned approvals and/or licenses is liable to cause material harm to the Tahal 

Group’s activities. Approvals from regulatory bodies are sometimes subject to many 

factors, some of which are liable to even bring about significant expenses. In addition, 

approvals for similar matters are liable to be required by both the national and local 

authorities. If the Tahal Group fails to fulfill the aforementioned requirements and/or if the 



relevant regulatory body claims that the Tahal Group is not fulfilling the aforementioned 

requirements, The Tahal Group will not be able to start or continue implementing those 

projects. 

8.25.2.7 Regulatory and statutory changes - as previously mentioned, Tahal Group's activities are 

subject to regulation and statutes in the countries in which it operates. When entering into a 

contract and/or submitting a proposal for tenders, the costs involved in meeting the legal 

provisions, inter alia, is taken into compensation. Changes in regulation and/or statutes, 

could incur additional and unexpected costs that would result in a lower pricing for projects 

being executed by Tahal Group and to a decrease in its profits. Moreover, changes in 

regulation or the uncertainty concerning them could cause delays in receiving new projects. 

8.25.2.8 Delays in completing current projects – Failure to meet the agreed timetables are liable 

to constitute a pretext for a demand for payment of agreed compensation or punitive 

damages and lead to forfeiture of down payment or performance guarantees or to the 

realization of other collateral provided by Tahal Group. A delay in completing construction 

projects are liable to also lead to additional expenses in the construction project over and 

above the original estimated expenses, thereby causing harm to profitability and losses. 

Although most of the projects that have been implemented by the Tahal Group in the area 

of infrastructure construction and development as well as additional construction projects 

were completed within the established timeframes, there is no certainty that the Tahal 

Group will be able to complete its current and future projects within the established 

timeframes. The on-time completion of these projects is subject to various performance 

risks along with other factors, including financing guarantees and government approvals for 

these projects. When the Tahal Group implements infrastructure development projects or 

receives notification that it has won a tender for the implementation of such a project, the 

agreements or letters of notification also require that the Tahal Group perform a financial 

close to the date specified in the relevant concession agreement, otherwise it is liable to 

lose the project. Delays are also liable to cause a rise in costs and lower returns on capital 

investments and reduce profits as well as a failure to meet the loan payment schedule. In 

addition, delays by the countries requesting the implementation of the projects may affect 

the financing packages necessary for the execution of the projects, which could harm the 

ability of Tahal Group to complete the project within the determined project schedule 

established for the project. If the customer does not meet his financial obligations to the 

Tahal Group and / or when the customer delays, cancels or does not meet his financial 

obligations to the Tahal Group and/or when the customer delays, cancels or does not act to 

complete the project, after Tahal has made significant promotional investments this could 

have a negative impact on the Tahal Group, its business, financial condition and financial 

results. 

8.25.2.9 Turnkey agreements – Some of the projects implemented by the Tahal Group are 

implemented at a fixed price. Among the terms included in the agreements for the 

implementation of said projects, the Tahal Group undertakes to provide project planning, 

purchasing and implementation at a fixed price. The actual expenses incurred by the Tahal 



Group are liable to differ from those that it estimated and serve as a basis for its proposal, 

and that, among other things, is in light of the following factors: unanticipated changes in 

the project plans; inaccurate plans and technical information provided by the project 

customer; planning and construction conditions; the state of the site and geological 

conditions, which cause construction delays and a possible rise in expenses; the customer's 

inability to obtain approvals from environmental protection Authorities and others for 

project implementation; delays in obtaining the equipment and materials required for 

project implementation; an increase in the cost of the equipment required for construction 

purposes; delays stemming from weather conditions; changes in exchange rates; 

subcontractors' failure to fulfill their obligations. Under certain agreements, the Tahal 

Group has agreed to implement projects for the compensation established in the bill of 

quantities. Although the additional expenses involved in project implementation may not be 

imposed on the Tahal Group in full, the Tahal Group is liable to bear risks involving costs 

that deviate from those which are specified in the bill of quantities. Unanticipated expenses 

or implementation delays are liable to cause a rise in costs. The aforementioned changes 

are liable to harm the profitability of the project, and, depending on the size of the project, 

are liable to also cause significant harm to the Tahal Group’s business results. 

8.25.2.10 Safety - Tahal Group's operations include safety risks stemming from contractor jobs, 

construction, digging, laying pipes and executing civilian and engineering jobs. Planning 

and/or execution deficiencies in the field of natural gas could cause gas leaks and/or an 

explosion. Tahal Group takes all the necessary steps to prevent work accidents or safety 

risks. Work in the field of natural gas is carried out subject to the legal provisions detailed 

in section 9.19.2 above, including the subject of safety. However, the occurrence of such 

events could expose Tahal Group and its employees to physical, mental, and economic 

harm, and could even negatively influence Tahal Group's reputation and its financial 

situation. Tahal Group has insurance policies covering claims for bodily harm and property 

damage. In the event the insurance policies will not cover these damages, in whole or in 

part, Tahal Group could have to pay those injured material amounts. 

8.25.2.11 Insurance, liability and compensation claims – Agreements for infrastructure 

development and construction projects are subject to various risks, including political, 

regulatory and legal risks that are liable to affect the ability to implement projects; changes 

in government policy and regulatory policy; delays in project implementation; the 

consumers' willingness and ability to pay for infrastructure services; an increase or 

decrease in construction material costs; engineering and design flaws; deficient planning; 

defective equipment; faulty installation or defective operation of equipment; labor market 

unrest; terrorism or war; weather conditions or natural disasters; industrial accidents; 

economic changes in the overall environment in the country where the project is being 

implemented. While the Tahal Group is insured against accidents during project 

implementation, there is no certainty that all the aforementioned risks are properly covered 

by the insurance policies, that lawsuit damages for said pretext will not be paid from the 

Tahal Group’s resources or that the Tahal Group will succeed in insuring itself against said 

risks with a reasonable insurance policy in the future. Natural disasters are liable to 



significantly harm the Tahal Group’s activities, property and in the relevant environment 

for the project. Although the Tahal Group believes that it has proper insurance coverage, 

such coverage might not suffice under certain circumstances. Moreover, insurance claims 

are generally subject to amortizations, exclusions and limited coverage. The Tahal Group is 

liable to bear damages for which it is not insured. Moreover, the insurance receipts might 

not cover the cost of the claim and the Tahal Group is liable to absorb significant losses due 

to the receipt of insurance receipts that are insufficient, which could materially affect its 

financial results and activities. The Tahal Group is liable to be exposed to claims whose 

cause of action is flaws in planning and/or the manner in which it provides its services 

during the project warranty period. Actual or claimed flaws in equipment or 

implementation are liable to lead to allegations, accountability, costs and expenses related 

to loss of life, bodily injury, damage to property or equipment, and a suspension of project 

implementation. 

8.25.2.12 Organizing financing packages – In projects in which the Tahal Group is a party to the 

organization of the financing packages for customers, the following financial exposures 

exist: (1) towards the insuring entity, in respect of amounts that the insuring entity pays to 

the financing bank if the borrower does not meet its obligations as provided in the 

financing agreement as a result of breach of the commercial agreement by Tahal Group; (2) 

towards the financing bank, if the borrow does not make the loan repayments in accordance 

with the terms of the financing agreement, with regard to uninsured loan amounts. 

8.25.2.13 Currency exposure – Due to the fact that the Tahal Group operates in various countries 

with various currencies, among them those that are not negotiable (e.g. the kwanza, cidi, 

lari, ruble, lei, etc.) and those that have restrictions for being removed from the country, 

Tahal Group is exposed to devaluation or revaluation of these currencies vis-à-vis its 

activity currency and regulations that forbid or restrict the transfer of monies outside the 

country they were produced, a fact that may have both a financial impact on the Group's 

cash flow and an accounting impact on its financial statements. In addition, since the center 

of Tahal Group's activities is in Israel, a substantial part of its fixed expenses are in shekels. 

Therefore, changes in exchange rates (also for "negotiable currencies) influence the results 

of Tahal Group's activities. 

8.25.2.14 Tax exposure – Calculation of the Tahal Group’s tax liabilities involves the interpretation 

and application of laws and various tax treaties. The Tahal Group consummates 

transactions in various countries. Accordingly, the Tahal Group’s activities are subject to 

the tax laws of the various countries. The Tahal Group has calculated its tax liabilities 

based on its understanding of the application of the laws and treaties. Nonetheless, the tax 

authorities are liable to interpret or apply relevant laws and treaties in a manner that will 

lead to further tax liabilities. 

8.25.2.15 Proof of professional experience – The ability of the Tahal Group to meet professional 

threshold conditions in tenders depends on proving relevant professional experience 

throughout the time required in each tender. Absence of the ability to demonstrate up-to-

date and relevant experience in a particular field could prevent the Group from complying 



with the threshold conditions of tenders, which would preclude it from bidding for projects 

in that field.  

8.25.2.16 Project implementation pricing error – In light of the in the scope of execution projects, 

the Tahal Group is liable to face risks stemming from deviations or errors in the pricing of 

project costs, as said deviations or errors are liable to cause significant financial losses, at a 

larger scope than in the past. Said deviations are liable to stem from engineering errors, 

pricing errors, a rise in raw material prices, a change in exchange rates, labor input prices 

or logistical problems that were previously unforeseen and/or unknown. All these are liable 

to cause the Tahal Group to fail to meet timetables and supply a low-quality 

product/service due to the lack of suitable manpower in the countries where it operates. 

8.25.3 Unique Risk Factors 

8.25.3.1 Joint business frameworks – In agreements that the Tahal Group has obtained on the 

basis of a partnership in the form of a joint venture or joint financing, the Tahal Group 

bears, jointly and separately, the responsibility for the fulfillment of the obligations 

undertaken by its partners in the joint venture or joint financing. As part of the Tahal 

Group’s construction business, a delay or failure on the part of a partner to fulfill its 

obligations on time is liable to cause a delay in remittance of a payment owed to the Tahal 

Group, the imposition of further obligations on the Tahal Group, or cancellation of the 

agreement. As part of the Tahal Group’s infrastructure development business, lenders are 

liable to require commitments and securities, jointly and severally, from the Tahal Group 

and its financing partners, which could cause, inter alia, the following results: nonpayment 

of share capital investments, a deficit in the capital required for project completion and/or 

an increase in the anticipated construction expenses; an occasional deficit in the operating 

and maintenance expenses; a deficit in the reserves designated for debt repayment or in the 

sums that will be needed to make interest payments. The inability of the partners in the 

Tahal Group’s joint projects to continue implementing the project in light of legal or 

financial difficulties are liable to cause the Tahal Group, in light of its obligation, jointly 

and severally, with its venture partners, to make additional investments and/or carry out 

additional services to ensure the provision of the project services. Regarding B.O.T. 

projects, the Tahal Group is liable to be required to withdraw capital resources from the 

construction activities or from external sources in order to fulfill its obligations, jointly and 

severally, to the lenders. Moreover, concerning projects and enterprises carried out with 

partners, Tahal Group is dependent in the agreement of its business partners. As a result, 

Tahal Group’s ability to implement its business strategy in these cases could prove to be 

difficult die to the need to receive its partner’s approval in some cases. In light of the 

aforesaid, the joint liability, jointly and severally, is liable to negatively impact the Tahal 

Group’s business, financial position and business results. 

8.25.3.2 Loss of professional and commercial knowledge – The Tahal Group has undergone 

extensive organizational change to improve its business capabilities and to establish its 

power to expand its strategic geographical operations. The inability to maintain and 



develop the professional skills and leverage the experience accumulated by the Tahal 

Group may harm its revenues in the future. 

  



8.25.4 Hereunder is a table in which the Tahal Group ranks the impact of the aforementioned risk 

factors on its business should they materialize: 

 Impact Level70 

Risk Factors High Medium Low 

Macro Risk Factors  

Global economic situation  X  

Lack of political stability in strategic geographic 

regions 
X   

Changes in oil prices    

Industry Risk Factors  

Project implementation X   

Limited bargaining power  X  

Dependency on winning tenders X   

Competition X   

Financing requirements  X  

Approvals and licenses   X 

Regulatory and statutory changes   X 

Delays in completing current projects   X  

Turnkey agreements  X  

Safety  X  

Insurance risks, liability and compensation claims   X 

Organizing financing packages  X  

Currency exposure X   

Tax exposure  X  

Proof of professional experience  X  

Errors in pricing project implementation   X  

Unique Risk Factors  

Joint business framework  X  

Loss of professional and commercial knowledge  X  

 

                                                 
70 The impact of each risk element is weighted according to the influence of each risk element on the company’s business, 

under the premise they occur and their chances of occurring. 



Part Four: Additional Details 

9. Human Capital 

9.1 General 

9.1.1 Kardan NV had a one-tier board structure similar (but not identical) to the standard structure 

in Israel. 

9.1.2 As of the date of this report, the headquarters of Kardan NV include the Chief Executive 

Officer (CEO), who serves also as an executive director, and the Chief Financial Officer 

(CFO), who manage the daily activity of Kardan NV. In addition the headquarters has a 

financial department, a legal department and a company and administration secretariat. On 

December 31, 2016 and as of the date of the report, Kardan NV’s headquarters had a staff of 

16 and 15 employees (respectively) compared with 17 employees on December 31, 2015. 

As from April 15, 2016, Mr. Ariel Hasson serves as CEO of Kardan NV due to termination 

of Mr. Shouky (Yehoshua) Oren's term of office on that date. For information regarding Mr. 

Hasson, see section 26A in Part D in this report below. On January 4, 2017, Mr. Guy Elias 

ended his office as Deputy CEO of Kardan NV. For information regarding Mr. Elias, see 

section 26A in Part D in this report below. 

9.1.3 The headquarters are responsible for outlining Kardan NV Group’s strategy, supervises its 

application, finances Kardan NV, and manages the Group’s risks and Kardan NV Group’s 

operations. The employees of Kardan NV’s headquarters also provide services to the 

headquarters of other companies in the Kardan NV Group pursuant to agreements for 

provision of service. Due to the fact that Kardan NV shares are also listed in the Tel Aviv 

Stock Exchange, it receives services from Kardan Israel relating to its relations with the 

capital market in Israel and with the financial bodies in Israel, including legal services. For 

details regarding the service agreement between Kardan NV and Kardan Israel see section 

10.1.3 in part D of the report and Section 9 of the immediate report of April 15, 2015 

(Reference No: 2015-01-079801). 

9.1.4 The companies included in the Kardan NV Group are managed by independent headquarters. 

See the fields of activity of Kardan NV for details about the human capital in the subsidiaries. 

9.1.5 The employees of the headquarters of Kardan NV in Amsterdam are employed under 

personal employment agreements. The terms of employment reflect their function, 

education, experience and skills. These agreements regulate their wages, vacations, and other 

benefits pursuant to the Dutch Labor Laws. 

9.2 Principles of the Kardan NV Compensation Policy 

9.2.1 Compensation Policy for the management board, CEO and officers 

For information on the Compensation Policy for the Board of Directors, see Section 8.13 of 

article 21 in Part D of this report below.  

For information on the compensation approved for Kardan NV’s CEO, see Section 8.13 of 

article 21 in Part D of this report below. 



Regarding Kardan NV officers and other senior employees, the compensation is determined 

by the CEO of Kardan NV, and if necessary is brought to the approval of the different organs 

in Kardan NV. 

For further information regarding Kardan NV’s compensation policy, see section 10 of the 

immediate report dated April 15, 2015 (Reference No: 2015-01-079801) and section 11 in 

the immediate reports dated April 14, 2016 (ref. no. 2016-01-049327) and April 21, 2016 

(ref. no. 2016-01-067674), which are included in this report by way of reference. 

9.2.2 Option Plans 

Directors and Senior Officers Option Plan 

On November 25, 2013, after receiving the recommendation of the Compensation, 

Appointment and Election Committee1 (“the Compensation Committee”), Kardan NV's 

board of directors ratified granting of 250,000 options exercisable for up to 250,000 ordinary 

Company shares of EUR 0.20 under the Option Plan to four senior Company employees (the 

“Offerees”). The options were granted retroactively from June 1, 2012 (“the Grant Date”), 

which upon exercising represented 0.22% of Kardan NV’s issued and paid-up capital and 

voting rights. 

On August 25, 2015, Kardan NV's Board of Directors, at the recommendation of its 

Compensation Committee, approved revising some of the terms of the options granted to 

Offerees under the Options Plan, so that the base exercise price of each option will be NIS 

1.191, subject to adjustments, and regarding the exercise period, 50% of the options granted 

to each Offeree will be exercisable as from December 31, 2016 and the remaining 50% as 

from June 30, 2018. For further information, see the report dated September 8, 2015 

(Reference No: 2015-01-114519) which is included in this report by way of reference. 

The Board of Directors also granted a further 100,000 options exercisable for 100,000 

ordinary Kardan NV shares, which, upon exercise, will represent 0.08% of the Kardan NV's 

issued and paid-up capital, to another officer. In addition, by the date of this report, 250,000 

options allocated to officers expired so there are now 100,000 senior officer options.  

For information regarding the terms of the options, see Note 18 to the financial statements 

and immediate reports dated September 6, 2015 (Reference No: 2015-01-114519), October 

28, 2015 (Reference No: 143607-01-2015 ) and December 9, 2015 (Reference No: 2015-01-

176937) , which are included in this report by way of reference 

  

                                                 
1  Under the Dutch law applicable to Kardan NV, the authority to allot shares is entrusted to the general meeting of the 

Company. In a the decision of Kardan NV’s general meeting of May 30, 2013 and May 28, 2015, the Board of Directors 

agreed to allot Kardan NV shares in quantities not exceeding 10% of Kardan NV’s registered capital, which have not yet 

been issued.  



Options for the CEO of Kardan NV 

For information regarding the terms of the phantom options allocated to the Kardan NV's 

CEO while serving as CEO of TBIF, see subsection 8.13 of section 21 in Part D of this report 

below. 

Options for the previous CEO of Kardan NV 

For information regarding the options allocated to the Company’s previous CEO, see Note 

18 to the financial statements, section 8.13 to article 21 in Part D of this report below and the 

immediate report dated November 10, 2015 (Reference No: 2015-01-152301) , which is 

included in this report by way of reference. Due to termination of the Mr. Oren’s tenure, on 

September 30, 2016 and December 29, 2016, the unvested options expired. 

10. Working Capital  

As of December 31, 2016, the Working Capital deficit (consolidated) of Kardan NV 

amounted to a total of EUR 39 million, as detailed below: 

 In EUR millions 

Current assets  

Cash and cash equivalents 58 

Short-term investments 10 

Trade receivables 67 

Debtors and Debit Balances 24 

Tax receivable 4 

Merchandize inventory, inventory of buildings for sale and work in progress cost 119 

Total 282 

Current liabilities  

Credit from banks and other institutions 127 

Accounts payable 20 

Creditors and credit balances 78 

Tax payable 7 

Advance payments from customers less work in progress costs 39 

Advance payments from apartment buyers 50 

Total 321 

Working Capital (39)  

For information regarding Kardan NV’s plans for dealing with the working capital deficit, 

see Kardan NV’s projected cash flows in section 2.1.3 of the Board of Director’s report, Part 

B of this report and Note 1B of the financial statements. 

  



As of December 31, 2016 there is a difference between the working capital of Kardan NV 

and its working capital for a period of twelve months (as these terms are defined in accepted 

accounting principles). The difference is due to the company’s operating cycle. For details 

regarding the nature of such a difference, see Note 4(J) of the financial statements (the main 

accounting policies).  

 Amount included in the 

financial statements 

(EUR thousands) 

Adjustments  

(for a period of 

 twelve months) 

Total 

Current assets 282 (65) 217 

Current liabilities (321) - (321) 

Excess current assets over 

current liabilities (39) (65) (104) 

 

11. Investments 

11.1 Discontinued operations - financial services segment - banking and retail lending 

segment  

11.1.1 Until August 11, 2016, Kardan N.V. operated in the financial services - banking, retail 

lending, and mortgages segment through TBIF, a holding company that operated in the 

banking and retail lending segment in Bulgaria and Romania, and provided leasing services 

in Ukraine.   

TBIF operated in Bulgaria and Romania through wholly-owned subsidiaries, in banking and 

non-banking financial operations, which included the issue of loans, credit, retail and SME 

loans, and leasing. Operations were carried out using the banking platform of the Bulgarian 

bank TBI Bank EAD ( "TBI Bank" or "the Bank"), through TBI Bank, and TBI Rent EAD ( 

"TBI Rent") in Bulgaria, and TBI Credit SA ( "TBI Credit") and TBI Leasing SA ( "TBI 

Leasing") in Romania. In the Ukraine, TBIF operated in the leasing segment under a 

franchise from AVIS. 

11.1.2 In February 2015, TBIF completed a transaction to sell all its holdings in TBI Credit EAD, 

which held a consumer credit portfolio and additional non-banking operations in Bulgaria. 

For more information, see Section 8.13.2 to the chapter entitled Description of the Company's 

Business, in the 2015 periodic report, the contents of which are included herein by way of 

reference.  

11.1.3 On February 24, 2016, KFS signed an agreement (in this section, "the Agreement") with an 

international company (in this section, "the Buyer") to sell all its holdings (100%) in the 

TBIF subsidiary. The Agreement stated that prior to the Agreement's completion (in this 

section, "the Completion Date"), TBIF will transfer to KFS several assets whose value was 

estimated at EUR 23 million, the primary of which was TBIF's holdings in AVIS Ukraine. 

In consideration for the transfer of TBIF's shares to the Buyer, the Buyer undertook to pay 

KFS, on the Completion Date, a total of USD 69 million (in this section, "the 

Consideration"), with the amount being updated so that the Buyer would pay KFS or KFS 

would pay the Buyer an additional amount based, among other things, on the profit or loss 

(as applicable) accrued in TBIF between January 1, 2016 and the transaction Completion 



Date, based on an audited trial balance sheet prepared as of the transaction Completion Date 

(in this section, "the Update to the Consideration"). In order to secure payment of the Update 

to the Consideration to KFS, on the transaction Completion Date a pledge was registered to 

KFS over some of the TBIF shares being sold.  

The transaction's completion was subject to several preconditions, primarily receipt of 

regulatory approval and approval of some of the transaction conditions by the meetings of 

the holders of Kardan N.V.'s Debentures (Series A and Series B). On May 29, 2016, 

regulatory approval was received in Bulgaria for the transaction specified in the Agreement 

(in this section, "the Transaction"). On June 15, 2016, the deadline for completing the 

transaction was extended to August 15, 2016, and on June 22, 2016, the trustees notified the 

holders of Debentures (Series A and B) that the debenture-holder meetings had approved 

Kardan N.V.'s engagement in the Transaction, the removal of the lien over TBIF's shares, 

and the guarantee provided by Kardan N.V. under the Agreement. 

On August 11, 2016, the Transaction was completed, and on October 26, 2016, the Buyer 

paid KFS the Update to the Consideration, to the amount of EUR 13 million. On that same 

date, the lien over TBIF's shares pledged to KFS was removed. 

As part of the Transaction, KFS undertook to indemnify the Buyer for damages and expenses 

in certain circumstances set forth in the sales agreement, including through violation of KFS's 

generally accepted representations. Kardan N.V. guarantees KFS's obligations to indemnify 

the Buyer, and on the Completion Date a total of EUR 6 million were deposited and pledged 

to the Buyer for two years from the Transaction Completion Date. Should this amount not 

be exercised, it will decrease to EUR 5 million at the end of one year from the Completion 

Date.  

For more information, see the immediate reports of March 15, 2016 (ref. no. 2016-01-

006273); May 29, 2016 (ref. no. 2016-01-036231); June 2, 2016 (ref. no. 2016-01043890); 

June 8, 2016 (ref. no. 2016-01-047406); June 16 (ref. no. 2016-01-051624); June 23, 2016 

(ref. no. 2016-01-064312 and 2016-01-064315); August 11, 2016 (ref. no. 2016-01-101812); 

and October 26, 2016 (ref. no. 2016-01-067674), included herein by way of reference. 

Following completion of the Transaction as aforesaid, Kardan N.V. recognized a net capital 

gain of EUR 15.2 million in its statements as of December 31, 2016. For more information, 

see Note 5 to the financial statements.  

For information concerning highlights of the banking and retail lending segment's financial 

results, see Note 5 to Kardan N.V.'s financial statements as of December 31, 2016.  

  



11.2 AVIS Ukraine 

11.2.1 General 

As of December 31, 2016 and the the reporting date, Kardan N.V. indirectly holds 66% of 

VIP Rent Foreign Enterprise's ("AVIS Ukraine") share capital.2 The holding in AVIS 

Ukraine is presented in Kardan N.V.'s financial statements as an investment in a joint venture.  

 AVIS Ukraine provides short-term car rentals (up to 12 months), operating and finance 

leases of private cars, commercial vehicles and trucks for periods longer than 12 months in 

the Ukraine. Operations are carried out under non-exclusive franchise agreements that AVIS 

Ukraine has signed with AVIS Europe Holdings Limited and AVIS Budget Services Ltd., 

which permit it to provide leasing and car rental services in the Ukraine, based on the use of 

the AVIS and Payless brands and trademarks, and permit it to use AVIS's and Payless's work 

practices and car rental IT systems. For more information concerning the franchise 

agreements, see Section 9.2.20 below.  

11.2.1.1 Developments and changes in Ukraine 

2016 was a year of economic growth in Ukraine. GDP was up 1.5% year-on-year,3 after a 

cumulative real decrease of 16% in GDP in 2014 and 2015/ This increase was due to 

increased consumption by households in the Ukraine (for the first time since the first quarter 

of 2014), and capital investment financed mainly from domestic sources. Furthermore, 

inflation was down from 48.7% in 2015, to 12.4% in 2016. This decrease in inflation is 

estimated to have been due to stabilization of exchange rates, subdued domestic demand, and 

prudent fiscal and monetary policies. However, recovery and growth were slower than 

anticipated, due to difficulty in pushing through economic reforms following a change in 

government in the Ukraine and a lack of foreign investments.  

In 2016, the Hryvnia remained volatile, and was ultimately down 13.3% from its rate at the 

end of 2015. In September 2016, the IMF provided the Ukrainian government a total of USD 

1 billion, clearing the way for additional international assistance. Ukraine also issued its third 

5-year, US-backed USD 1 billion bond series, and the Ukrainian government succeeded in 

achieving its improved deficit target of 3%, as compared to an expected deficit of 3.7%.    

Between April and October 2016, the National Bank of Ukraine ("NBU") lowered interest 

rates six consecutive times, from 22% to 14%. As of the reporting date, most capital controls 

introduced in Ukraine in 2014-2015 remained in place, although NBI continued the gradual 

easing of these controls. This included the release of dividend payments for 2014 and 2015, 

up to USD 1 - 5 million a month.  

In 2016, the social and political situation in Ukraine became more stable compared to the 

previous two years. However, as of the reporting date, the situation has not stabilized 

                                                 
2  KFS, a wholly-owned subsidiary of Kardan N.V. holds 66% of the shares of TBIF DAN Leasing Limited, a Cypriot 

company which wholly owns AVIS Ukraine. The rest of TBIF DAN Leasing Limited's shares (34%) are held by Kardan 

Vehicle 
3  Concerning the above increase, note the low comparative basis in 2016. 



completely. Instability is reflected, among other things, in the military conflict in Donbas, 

tension with Russia in Crimea, and political in-fighting).  

AVIS Ukraine, a KFS subsidiary, has successfully adapted to market conditions in the 

Ukraine. AVIS Ukraine provides services mainly to large international companies, so the 

effects of the recent turbulence in Ukraine on AVIS Ukraine was much milder than on other 

car rental companies in that country. Thus, for example, despite political instability in 

Ukraine, which undermined the tourism industry in the country, and consequently the short-

term car rental industry, AVIS Ukraine maintained its growth trend in 2016, growing its 

vehicle fleet and maintaining its high profitability.   

The effect of economic conditions in Ukraine is reflected in the difficulty AVIS Ukraine 

faces when seeking re-finance facilities. In 2016, the availability of loans, and particularly 

those in the local Hryvnia, improved. However, sources for attractive long-term financing 

remain limited. Furthermore, 2016 saw increased demand for capital investment and direct 

investment in Ukraine, mainly by local or Russian investors operating in the Ukraine market. 

However, demand remained significantly lower than anticipated. At the same time, leasing 

companies operating in Ukraine changed their focus from leasing operations to under-

ownership car fleets.  

AVIS Ukraine estimates that continued economic growth in Ukraine in he coming years will 

lead to increased competition and higher operating costs (due to the economic recovery and 

the effects of the depreciation in the local currency). However, access to cheap financing will 

remain limited. Naturally, the entry of new players into the car rental market may hurt the 

results of AVIS Ukraine's operations and its profitability. 

Assessments by AVIS Ukraine's management concerning market potential in the Ukraine, 

the materialization of market growth scenarios and developments in the car rental market, 

liquidity, profit margins, and expected operating results constitutes forward-looking 

information as defined in the Securities Law, which may fail to materialize, in whole or in 

part, or may materialize in a manner different and even materially different than anticipated, 

due to the direct and/or indirect effects of the global economic crisis and geo-political 

conditions in Ukraine, the lack of increase in disposable income and lack of change in 

consumer culture, aggressive actions by competitors, etc.  

  



Key macro-economic indicators in Ukraine for 2016:4 

 Ukraine 

GDP Growth (%) 1.5% 

Inflation rate (%)   12.4% 

Population (millions) 42.5 

Average unemployment rate (%) 8.8% 

  

11.2.1.2 Changes in the scope of operations and profitability of AVIS Ukraine 

In 2014, AVIS Ukraine terminated its operations in the Crimean peninsula, as well as in the 

eastern regions of Ukraine, where the active military campaign was taking place. By 

downsizing its vehicle fleet in these regions and selling vehicles to customers, AVIS Ukraine 

managed to terminate operations in these regions with minimal damage. In 2015, AVIS 

Ukraine focused its activity on the rest of the country, where the geopolitical atmosphere is 

relatively calm. In 2016, AVIS Ukraine continued to improve its operating results, by 

focusing on higher-margin clients. Furthermore, since the beginning of the fourth quarter of 

2015, and during 2016, AVIS Ukraine increased its car fleet (2,663 vehicles as of December 

31, 2016, compared to 2,431 vehicles as of December 31, 2015). AVIS Ukraine also opened 

a new virtual rental station in the center of the country, providing short- and long-term car 

rental services through digital systems.  

In 2016, AVIS Ukraine also introduced a new brand, Payless, which offers basic, discount 

car rental services to a broad target audience through a low cost structure. AVIS Ukraine also 

faced new competitive challenges, particularly through the growing market share of 

companies in the crowded car rental market (short-term operating leasing) in the Ukraine.  

Despite the complicated situation in Ukraine (as detailed above), AVIS Ukraine managed to 

remain profitable in 2016, posting a pre-tax profit of EUR 4.5 million. As of December 31, 

2016, KFS still had an exposure of EUR 12.1 million to operations in Ukraine through its 

investment in the shares of KFS's joint venture with DAN Leasing Limited, which holds 

100% of AVIS Ukraine's shares, and EUR 6.6 million through loans extended to the above 

two companies.  

11.2.1.3 Critical success factors 

AVIS Ukraine estimates that the critical success factors in the operating leasing segment are: 

(a) establishing a broad marketing network comprising branches and presence at relevant 

points of sale (airports, city centers, etc.); (b) securing sources of financing enabling the 

growth of car fleets; (c) developing an effective customer service system that responds 

                                                 
4  Source: EBRD, National Bank of Ukraine, State statistics service of Ukraine. Kardan N.V. is not responsible for the quality 

or accuracy of the data presented in this section below. Additionally, the information presented in this section below, 

including any reference to projections and estimates concerning the future state of markets, constitutes forward-looking 

information as defined in the Securities Law, which is based on the assessments of the KFS Group's management and on 

speculations prevailing in the markets. The said assessments may not materialize, in whole or in part, or may materialize in 

a manner that is different and even materially different than expected, due to the economic recovery in Ukraine being slower 

than that of Western economies, changes in currency exchange rates, etc. 



quickly to customer needs; (d) recruiting and retaining professional management staff; (e) 

knowledge and experience accumulated by the local management; (f) the size of the leasing 

companies and the volume of their transactions, which enable optimal utilization of exiting 

infrastructure and reduces costs charged by suppliers; (g) quality service and reputation; (h) 

maintaining a car flee that enables a company to meet customer demands; (i) diversification 

of customers that enables a company to hedge against industry-specific risks; (j) pricing 

leasing contracts in foreign currency (USD/EUR), providing a hedge against foreign 

currency volatility risks); (k) proven credit history; and (l) customer service center offering 

customers flexibility and solutions customized to their changing needs.  

11.2.1.4 The segment's main entry and exit barriers  

Main entry barriers: 

The small and relatively saturated market in Ukraine is the main entry barrier for the leasing 

and rental segment. Furthermore, capital investments required to acquire a large fleet of 

vehicles that will be able to compete with other companies operating in the market, requiring 

significant equity and access to financing sources; company size affecting the volume and 

terms of its transactions (including since larger companies have an advantage in buying and 

maintaining vehicles, utilizing infrastructure, obtaining discounts, better credit terms, etc.); 

and reputation, also constitute entry barriers. 

Main exit barriers:  

The leasing and car rental market does not have significant exit barriers. However, exiting 

the market involves termination of contracts with customers (the average contract period for 

long-term leases is usually several years) and selling the car fleet at the end of the contract 

period. Alternatively, the fleet can be sold entirely or in part, to third parties during the 

contract period.  

11.2.2 Products and services 

As aforesaid, rental and leasing operations in Ukraine include operating lease services, 

finance lease services, car rental services under the  'AVIS' and 'Payless' brand names and 

franchises, and the sale of used cars. 

As of December 31, 2014, 2015, and 2016, AVIS Ukraine's car fleet consisted of 2,296, 

2431, and 2,663 vehicles. Furthermore, in 2014, 2015, and 2016, AVIS Ukraine operated 9, 

6, and 6 branches, respectively, and its finance lease portfolio totaled EUR 30.2 million, EUR 

25.4 million, and EUR 17 million, respectively.   

In 2016, AVIS Ukraine began using the 'Payless' brand under a license agreement with the 

Avis Budget Group. This brand is expected to contribute to improving AVIS Ukraine's 

results in the long term. AVIS Ukraine also increased (almost doubled) the sale of used cars 

to customers.  

The assessments and plans of AVIS Ukraine's management concerning the mix of its 

operations and products, constitutes forward-looking information, as defined in the 



Securities Law, which may fail to materialize, in full or in part, or which may 

materialize in a manner different including materially different than anticipated, due 

to factors outside AVIS Ukraine's control, such as the direct and/or indirect effects of 

the global economic crisis and geopolitical conditions in Ukraine, the lack of growth in 

disposable income, changes in consumer culture, aggressive actions by competitors, etc.  

11.2.3 Breakdown of revenues and profits from products and services 

AVIS Ukraine's revenues constitute less than 10% of the total revenues of Kardan N.V. 

Therefore, there is no group of products or services in the leasing segment generating 

revenues accounting for 10% or more of Kardan N.V.'s total revenues.  

11.2.4 Customers 

AVIS Ukraine's customers are local and international companies requiring vehicles for use 

by their employees and seeking customized financing solutions. Most of AVIS Ukraine's 

customers are of good reputation and sound operating results. Additionally, AVIS Ukraine 

also has private customers mainly requiring short-term car rental services.  

Due to the diversity and geographical spread of AVIS Ukraine's customers, as well as their 

number, AVIS Ukraine is not dependent on any specific customer. Thus, it does not have 

any customers which generated revenues in 2016 accounting for 10% or more of Kardan 

N.V.'s total revenues.  

11.2.5 Competition 

11.2.5.1 Structure of competition in the operating lease segment and changes therein  

The tough economic conditions in Ukraine in the past few years have significantly reduced 

the number of relevant potential customers, thus effectively shrinking the market and 

increasing competition. There are about 200 leasing companies operating in Ukraine, but 

only 12 of these companies offer leasing services freely. These companies can be categorized 

as either: 

Global leasing company/bank subsidiaries - the market share of the bank-owned leasing 

companies has grown in recent years, since leasing operations are considered a less risky 

instrument (due to ownership over the collateral); or 

Passenger car leasing companies - in 2016, most market players continued downsizing their 

fleets, while AVIS and its two main competitors - OTP Leasing and ULF - grew their fleet 

sizes, and ALD's fleet size remained unchanged.  

  



Below are several indicators concerning competition in the leasing market in Ukraine, as of 

2016:5  

 
Leasing 

 

Rent a Car 

 

AVIS Ukraine's main 

competitors 

ALD 

Ilta 

OTP Leasing 

ULF 

Porche Leasing 

Sixt 

Europcar 

Hertz 

Budget 

BLS 

 

 AVIS 

Ukraine's 

share of 

whole market 

AVIS 

Ukraine's share 

of main 

market6 

 

AVIS Ukraine's market 
share 

14.2% 32.7% 32.8% 

Market ranking  5 2 1 

 

11.2.6 Intangible assets 

The main trademarks used by AVIS Ukraine are the 'AVIS' and 'Payless' brands, and use of 

the phrases: "AVIS Rent a Car", "AVIS System", "AVIS Rent a Truck System", and "AVIS 

Truck Rental".  

These trademarks are used under non-exclusive licenses from AVIS Europe Holdings 

Limited and Avis Budget Services Ltd. Licensing fees paid for use of the AVIS brand 

(including derivative brands) totaled GBP 40,000 (EUR 45,000), while licensing fees for 

using the Payless brand totaled EUR 50,000.  

As of December 31, 2016, the corresponding asset recognized in Kardan N.V.'s financial 

statements totaled USD 53,197 (approximately EUR 51,000).  

11.2.7 Human resources 

As of December 31, 2014, 2015, and 2016, AVIS Ukraine employed 94, 91, and 96 

employees, respectively. 

In 2016, no material changes occurred in AVIS Ukraine's workforce, except for a re-

structuring of AVIS Ukraine's management whereby management was re-structured into sub-

departments comprising IT, office supply, human resources, car sales and purchases, and 

customer satisfaction surveying.  

AVIS Ukraine estimates that it is not dependent on any particular employee.  

  

                                                 
5  Data in the table are current as of December 2016. Data concerning AVIS's market share and ranking in Ukraine is based 

on the Ukrainian Union of Lessors, as detailed in footnote 4 above. 
6  "Main Market" - positioned between the three players licensed to provide enterprise-grade operating leasing services in 

Ukraine (ALD, AVIS , and ILTA).  



11.2.8 Financing  

AVIS Ukraine finances its operations through its own equity, and through loans (shareholder 

loans and bank loans). 

11.2.8.1 Interest rates 

Data concerning the average interest rates for loans taken by AVIS Ukraine as of December 

31, 2016, and data concerning the composition of such loans as of December 31, 2016: 

 Currency 
Balance as of 

December 31, 2016 
(EUR million) 

Average 

(weighted) 

interest rate 

Effective 

interest rate 

Long-term loans     

From banks USD and USD-linked 2.6 8.6% 8.8% 

From non-bank sources EUR and EUR-linked 2.4 3.3% 3.3% 

From non-bank sources USD and USD-linked 2.5 4.8% 4.8% 

Short-term loans     

From banks USD and USD-linked 2.3 8.8% 9.0% 

Information concerning AVIS Ukraine's variable-rate credit and loans:  

Variance mechanism Interest range 
Credit as of December 31, 

2016 (EUR million) 
Average interest rate near the 

reporting date (Feb. 23, 2017) 

Euribor 3.3% 2.5 3.3% 

Libor 4.8%-10.0% 6.4 6.3% 

11.2.8.2 Credit facilities and utilized credit balances  

The credit facilities available to AVIS Ukraine vary from time to time according to its needs 

and the agreements with the various creditors. Some of the said credit facilities are secured 

by pledges (mainly on credit portfolios in leasing operations), while others are subject to 

compliance with various covenants.  

As of December 31, 2016 and near the reporting date,7 AVIS Ukraine's credit facilities 

totaled EUR 4.4 million.8 The balance of the utilized credit facilities as of December 31, 

2016 and near the reporting date9 totaled EUR 5.2 million, and EUR 5.4 million, respectively.  

11.2.8.3 Covenants, pledges and guarantees  

As aforesaid, as a condition for receiving and utilizing credit facilities, AVIS Ukraine 

provides its creditors with pledges over the vehicles purchased with their financing and over 

its rights to proceeds under its various leasing agreements.  

  

                                                 
7  As of February 23, 2017.  
8  Including a revolving credit facility of EUR 3.8 million, available until April 2017.   
9 As of February 23, 2017.  



Furthermore, utilization of these credit facilities is sometimes contingent on compliance with 

generally accepted financial covenants, such as maintaining adequate leveraging ratios, 

ongoing profitability, etc. Below are the financial covenants which AVIS Ukraine is required 

to meet, based on its statutory financial results: 

Definition Covenant Value as of December 31, 

2016 

Debts/EBITDA <3 0.73 

Debts/EBITDA (adjusted for subordinated debts) <3 0.55 

Equity ratio >25% 50.2% 

Equity ratio (adjusted for subordinated debts) >30% 59.2% 

Positive net results >0 UAH 186 million 

Subordination - debt to shareholders >= USD 2.6 million USD 5.1 million 

 

11.2.8.4 Plans for securing additional financing 

In 2017, AVIS Ukraine plans to secure EUR 2.5 million in new credit facilities to finance its 

operating activities (including planned purchases of leasing vehicles in 2017).  

It is emphasized that, as of the reporting date, the credit facilities have yet to be secured, 

and there is no certainty whether they will be secured, and if secured - on what date 

they will be secured, their scope, and their terms.     

11.2.9 Material agreements and collaboration agreements  

Franchise agreements with AVIS Europe and Avis Budget Services   

 AVIS Ukraine has signed franchise agreements with Avis Europe Holdings Limited and 

Avis Budget Services Ltd., private companies registered in England (jointly and severally, 

"AVIS Group"). The agreements provide for AVIS Ukraine's right to use the 'AVIS' and 

'Payless' brands, as well as AVIS's and Payless's operating methods and systems, and to 

operate as a non-exclusive agent for AVIS and Payless in conducting car rental and leasing 

service operations in Ukraine.  

The AVIS and Payless car rental operating methods are based on a unified system of 

operation, employee training, marketing and advertising, uniform branch and sign 

appearance, websites, issuance of magnetic cards for customers that allow them to enjoy 

preferred service including discounts, bonuses, insurance, accounting system, and use of the 

Wizard-based central computer system.  

Under the franchise agreements, AVIS Ukraine has undertaken to operate under the AVIS 

and Payless operating methods, which is updated from time to time, to provide AVIS Group 

with all information it may request concerning its operations, and to cooperate fully with it 

and with other licensees operating on its behalf.    

Under the terms of the franchise agreement, AVIS Ukraine and its controlling shareholder 

may not be involved in leasing and car rental operations except through AVIS or Payless. 

Furthermore, KFS and Kardan Vehicle have undertaken to offer AVIS Ukraine to participate 



in all business opportunities related to operating leasing and short-term car rental activities 

in Eastern Europe. They have further undertaken not to compete with AVIS Ukraine's current 

and future business in those markets where it operated when the agreements were signed and 

in which it will operate in the future.  

The franchise agreement prohibits changing ownership of AVIS Ukraine and/or assigning 

AVIS Ukraine's rights and duties to third parties without prior approval by AVIS Europe. 

In consideration for the franchise, AVIS Ukraine committed to pay AVIS Europe quarterly 

royalties based on its revenue turnover, at a rate of 2%-8% of its revenues. For the years 

2014, 2015, and 2016, AVIS Ukraine undertook to pay AVIS Europe royalties to a total 

amount of EUR 317 thousand, EUR 380 thousand, and EUR 336 thousand, respectively.  

The license for use of the AVIS brand expires October 31, 2017, and for the Payless brand - 

on July 1, 2021. At the end of these periods, the agreement renews for additional one-year 

periods each year, unless one of the parties notifies of its intention to terminate the agreement 

by the deadline specified in the agreements. AVIS Europe may also terminate the agreement 

in certain cases specified in the agreements, such as a material violation by AVIS Ukraine 

which was not resolved within the time specified in the agreements, upon AVIS Ukraine 

becoming insolvent, unable to conduct its operations, failing to pay the royalties fees, other 

termination by the parties, etc.   

11.2.10 Legal actions 

KFS and AVIS Ukraine are not party to any material legal actions accounting for 10% or 

more of Kardan N.V.'s current assets.  

12. Financing 

Kardan NV finances its activity through debenture issuance on the Tel Aviv Stock Exchange 

and cash flows from investee companies (including dividends and disposal of holdings). 

Loans extended to Kardan NV Group (consolidated): 

 Type of interest 
Average interest 

(weighted) 
Effective interest 

Long term loans (including current maturities) 

From banks Variable 11.31% 11.31% 

From non-banking sources  Variable 5.69% 5.69% 

  



12.1.1 Details about credit and loans at variable interest given to Kardan NV (solo) as of December 

31, 2016 follow: 

Change 

mechanism 

Sum of credit 

(in millions of 

Euros) 

Interest range 
Interest range at the 

date of the report December 31, 

2016 

December 

31, 2015 

December 

31, 2014 

Consumer Price 

Index in Israel 
288.9 

Index + 

%6.775-%6.325  

Index + 

-%6.325
%6.775  

Index + 

4.45%-4.9% 

Index + -%6.325

%6.775  

 

 



12.1.2 The following are the main details of the material financing agreements of Kardan NV: 

The financing agreements below are significant Kardan NV financing agreements as of December 31, 2016:  

Loan 

No. 

Lender / 

borrower 

Date of 

loan 

Type of 

loan 

Debt balance (principal, 

interest and linkage 

differentials) as of 

December 31, 2016 (EUR 

millions) 

Terms of loan 

Comments / Other significant 

terms Interest rate payable and linkage 

terms 

Principal repayment 

date 

Interest repayment 

date 

1. Marketable 

Debentures 

(Series A) 

February 

20, 2007; 
August 

13, 2007 

and 
February 

16, 2008 

the series 
was 

expande

d. 

Marketabl

e 
Debenture

s 

EUR 47.2 million10 Average weighted interest rate of 

6.04169% for the period from 
February 25, 2015 through 

February 25, 2016 and annual 

interest rate of 6.325% as from 
February 25, 2016 until February 

25, 2018. 

All the debenture payments are 

linked to the CPI of January 2007. 

Moreover, for deferment of the 
principle to the debenture holders, 

the Company paid one-time 

compensation, set out in section 
12.1.3(C) below. 

February 25 of each of 

the years 2017 and 
2018. 

February 25 of each of 

the years 2016 to 2018. 

On July 3, 2015, the Revised Deed 

of Trust between the Company and 
Aurora Fidelity Trust Co. Ltd. that 

replaced the original Deed of Trust 

of February 22, 2007 and its 
amendments, entered into effect. 

For further information, see section 
13.1.5.3 below and immediate report 

of July 3, 2015 (Reference No: 

2015-01-064248), which is included 
in this report by way of reference. 

As of the report date, Emerging 
Investments XII B.V., a wholly 

owned subsidiary of Kardan NV, 

holds NIS 109,839,448.46  par value 
Debentures (Series A) and GTC 

Holding holds NIS 26,6 ,66 666 .76  

par value Debentures (Series A). 
These Debentures are pledged to the 

Trustees of Debentures (Series A 

and B). 

                                                 
10  It is clarified that the debt balance noted in the table is the balance of all the unpaid debentures (series A) held by the public and the subsidiaries wholly owned by 

Kardan NV. 



Loan 

No. 

Lender / 

borrower 

Date of 

loan 

Type of 

loan 

Debt balance (principal, 

interest and linkage 

differentials) as of 

December 31, 2016 (EUR 

millions) 

Terms of loan 

Comments / Other significant 

terms Interest rate payable and linkage 

terms 

Principal repayment 

date 

Interest repayment 

date 

2. Marketable 
Debentures 

(Series B) 

February 
16, 2008 

Marketabl
e 

Debenture

s 

EUR 241. million Average weighted interest rate of 
6.60674% for the period from 

February 1, 2015 through February 

1, 2016 and annual interest rate of 
6.775% for the period from 

February 1, 2016 through February 

1, 2020. All Debenture payments 
are linked to the CPI of December 

2006. Moreover, for deferment of 

the principle to the debenture 
holders, the Company paid one-

time compensation, set out in 

section 12.1.3(C) below. 

 February 1 of each of 
the years 2017 to 2020 

 February 1 of each of 
the years 2016 to 2020. 

On July 3, 2015, the Revised Deed 
of Trust between the Company and 

Hermetic Trust (1975) Ltd that 

replaced the original Deed of Trust 
of May 26, 2008 and its 

amendments, entered into effect. 

For further information, see section 

13.1.5.2 below and immediate report 

of July 3, 2015 (Reference No: 
2015-01-064248), which is included 

in this report by way of reference.  

As of the report date, Emerging 

Investments XII B.V., a wholly 

owned subsidiary of Kardan NV, 
holds NIS 120,381,45 0 par value  

Debentures (Series B) of Kardan 

NV. These Debentures are pledged 
to the Trustees of Debentures (Series 

A and B). 

Total material loans of Kardan BV (separate financial statements): EUR 288.9 million. 

 

  



Loan 

No. 

Financial covenants and 

calculation details as of 

the report date  

 Cross default and other material terms Description of collateral,  liens and 

guarantees for the loan and their value 

in the  financial statements 

Recourse / 

non-

recourse 

Additional information 

1 and 

2 

 

 The coverage ratio of 

Kardan NV11 under the 
quarterly financial 

statements will not fall 

below 100% with respect 
to (inclusive) and will fall 

below 120% with respect 

to the years 2018 (as from 
the Q1 2018) onwards. 

If the coverage ratio of 

Kardan NV under the 
financial statements 

published in each quarter 

as stated: (1) falls below 
110% with respect to 2015 

to 2017 (inclusive); or (2) 

falls below 130% with 
respect to 2018 (as from 

the first quarter of 2018) 

onwards, the coverage ratio 
of Kardan Land China will 

not fall below 180%12.   

As of December 31, 2016, 

Kardan NV’s coverage 

ratio is 112% 

The Revised Deed of Trust signed with respect to the Debentures (Series A and 

B) includes various events that grant the right to call for immediate repayment 
of the Debentures, as is customary in Deeds of Trust, including the following 

material grounds: (1) If another series of Debentures is called for immediate 

repayment or an accrued debt in excess of EUR 25 million of Kardan NV and 
any of its investee companies to another creditor is called for immediate 

repayment; (2) if a loan extended in the future by the banks in China to Kardan 

NV or any of its investee companies or any other loan to be used as collateral for 
the Dalian project is called for immediate repayment or proceedings are initiated 

to exercise the lien and Kardan Land China's collateral or for execution actions 

or parallel proceedings; (3) if the Debentures cease to be rated for a period of 
more than 30 days; (4) if Kardan NV fails to repay any sum due with respect to 

the Debentures within seven business days from the repayment date; (5) if 

Kardan NV fails to meet one or more of its or Kardan Land China's coverage 
ratios for two quarters. However, if the deviation is less than 5%, the grounds 

will arise only in the third quarter; (6) if Kardan NV or with the consent of 

Kardan NV any of the Pledged Companies, any company through which Kardan 
NV holds the Dalian project or any other company in which the value of the 

holdings in Kardan NV's consolidated balance sheet exceeds 25% ("the Relevant 

Corporation") submits an application for convening a general meetings; a stay of 
proceedings; approval of a creditors' settlement; deferment of payment dates or 

such a resolution is adopted by a court; (7) if a liquidation or dissolution order or 

a deed of appointment of an officer in a relevant company is handed down; (8) if 

a prohibited change of control takes place (as defined below) in Kardan NV; (9) 

if any attachment is imposed on any material asset13 for a debt that exceeds EUR 
25 million, execution actions are taken or a receiver or another functionary is 

appointed for a material asset. 

A single first degree lien on all: (1) the 

rights and related rights of Kardan NV and 
the its investee companies14 in GTC 

Holdings, Kardan Land China, Tahal 

International, KFS and Emerging 
Investments XII B.V; (2) all the rights of 

Emerging Investments XII B.V. to 

repayment of the loans extended to any of 
the companies in the Group, as set out in 

Appendix 8.1.2 to the Deeds of Trust15; (3) 

Kardan NV's bank accounts in Israel and 
abroad, other than accounts in which the 

free funds (as defined in the Deeds of 

Trust) are deposited; (4) a limited 
guarantee of EUR 100 million of Kardan 

Land China; (5) Debentures(Series A and 

B) held by investee companies of Kardan 
NV. 

  

Recourse  For further information 

regarding the Revised 
Deeds of Trust and other 

liabilities and/or 

restrictions regarding the 
Debentures (Series A 

and B) undertaken by 

Kardan NV Group, see 
section 12.1.3 below. 

For information regarding the loan taken by Kardan Land Dalian, which is material credit for Kardan NV, see section 7.18.1.5 above. 

                                                 
11 “Coverage ratio of Kardan NV” - means the total value of the assets in Kardan NV's separate financial statements divided by the total liabilities in Kardan NV's 

separate financial statements. For calculation of the coverage ratio of Kardan NV, the cash and cash equivalents will be subtracted from the assets and liabilities. They 

will also be subtracted from the assets and liabilities of the Debentures (Series A and B) held by Kardan NV or an investee company, if not subtracted from the liabilities 

in Kardan NV's separate financial statements. 
12  “Cover Ratio of Kardan Land China” means the total value of its assets divided by its liabilities in its consolidated financial statements. For calculation of The Cover 

Ratio of Kardan Land China, the cash and cash equivalents, the debts of controlling shareholders of Kardan Land China and the junior liabilities to the controlling 

shareholders of Kardan Land China will be deducted from the assets and liabilities. 
13  A material asset means each of the following: (1) Any of the pledged rights and loans in which Kardan NV's accrued holdings exceed NIS 50 million; (2) the rights of 

Kardan NV or any of its investee companies in the Dalian project or a company through which it holds the Dalian project; and (3) any other asset whose value exceeds 

25% of the total of Kardan NV's consolidated balance sheets. 
14  Under the provisions of the revised Deeds of Trust, Kardan NV also placed a lien on its holdings in TBIF. However, following the sale of KFS holdings in TBIF, 

approval was received from meetings of the debenture holders to remove the lien. Accordingly, as from the date of completion of the TBIF sale transaction, the 

undertakings and restrictions applicable to TBIF under the revised Deeds of Trust were canceled. 
15  The liens set out in subsections 1 and 2 above are defined as follows: "The Pledged Rights and Loans". 



 

12.1.3 Agreements with debenture holders (Series A) and debenture holders (Series B) and 

revision of the Deeds of Trust 

On December 18 and 31, 2014, Kardan NV issued an offer for the outline of a settlement 

with the holders of debentures (Series A) and debentures (Series B) (in this section jointly 

and respectively: “the Debentures”, “the Deeds of Trust” “the Debenture Holders”, 

and “the Immediate Revision”), under which, subject to approval of the debenture 

holders' meetings, in the first stage the Deeds of Trust will be revised in accordance with 

the principles set out in Section 13.1.5.4 of Part A of the period report for 2014, which 

presents information included in this report by way of reference (“the Debt 

Restructuring Principles”) and in the second stage, Kardan NV will act together with 

the Trustees debenture holders to publish the Revised Deeds of Trust in a manner that 

reflects the principles in the debt restructuring document. For further information 

regarding the Immediate Revision, see Kardan NV's immediate reports of December 18, 

2014 and December 31, 2014 (Reference No: 2014-01-224886 and 2014-01-233811), 

which are included in this report by way of reference. 

On January 6, 2015, the Trustees reported that the general debenture holders' meetings 

approved the Immediate Amendment and decided to order the Trustees to negotiate with 

Kardan NV for restructuring on the basis of the Debt Restructuring Principles (above and 

below: "the Detailed Settlement" or "the Debt Restructuring"). Subsequently, Kardan 

NV negotiated with the Trustees of the holders of Debentures (Series A and B) and the 

joint representatives on behalf of the debenture holders to draw up revised Deeds of Trust 

to replace those that were in force at that time. 

On May 6, 2015, the Kardan NV's Board of Directors approved implementation of the 

modifications to the Deeds of Trust signed with respect to Series A and B by means of 

replacement with the revised Deeds of Trust (above and below: "the Revised Deed of 

Trust"). At general meetings of holders of Debentures (Series A and B) held on May 19, 

2015, replacement of the original Deeds of Trust with the Revised Deeds of Trust was 

approved. On June 29, 2015, all the preconditions for entry into force of the Revised 

Deeds of Trust were fulfilled and on July 3, 2015, they entered into effect ("the 

Completion Date"). 

For further information, see immediate reports dated June 1, 2015 (Reference No: 2015-

01-037587), June 16, 2015, (Reference Nos: 2015-01-049005 and 2015-01-049011), June 

30, 2015, (Reference No: 2015-01-059967), July 9, 2015, (Reference No: 2015-01-

070917) and July 16, 2015 (Reference Nos: 2015-01-074106 and 2015-01-074547), 

which are included in this report by way of reference. 

The Revised Deeds of Trust were published in Kardan NV's immediate report of July 3, 

2015 (Reference No: 2015-01-064248), which are included in this report by way of 

reference. Following is a summary of the main provisions of the Revised Deeds of 

Trust16: 

A.  Deferral of payment dates and revision of interest rates 

                                                 
16  The Revised Deeds of Trust included, inter alia, various restrictions on KWIG, TBIF and their investee companies. 

Due to the sale of the holdings in KWIG and TBIF, the description below does not include a description of the 

provisions and restrictions that were applicable to KWIG, TBIF and/or their investee companies. 



 

All principal payments to Kardan NV's debenture holders were deferred by 24 months, 

other than the dates of the principal payments for Series B in 2019 and 2020, which 

remained unchanged, and the interest payments, all according to the provisions of Section 

12.1.2 above and the maturity table attached as an appendix to the Revised Deeds of Trust. 

The outstanding balance of the principle of the Debentures (Series A and B) bear annual 

interest as set out in the table in section 12.1.2 above. 

B. Allocation of shares 

On July 9,  2015, an allocation (by way of an issue and transfer)17 of 2,954,316 ordinary 

Kardan NV shares to holders of Debentures (Series A) and 9,386,942 ordinary Kardan 

NV shares to holders of Debentures (Series B) was made (jointly below: "the Allocated 

Shares"). As of the Completion Date, the Allocated Shares comprised 10.03% of the 

Kardan NV's issued and paid-up capital (fully diluted)18. 

C. Payment of agreed compensation 

On July 9, 2015, the Debenture Holders were paid a total one-time sum of EUR 750,000 

(EUR 179,539 to the holders of Debenture (Series A) and EUR 570,461 to the holders 

Debenture (Series B). The holders of Debentures (Series A and B) were also paid a total 

one-time amount of EUR 2,234,734.60 ("the Agreed Compensation") for deferment of 

Kardan Debentures (compared to the terms of the original Deeds of Trust). This amount 

was paid by offsetting it against the par value (EUR 0.2) which the Debenture Holders 

had to pay Kardan NV for the shares that issued. 

D. Collateral 

To back the Company's undertakings to the debenture holders and Trustees, Kardan NV 

undertook to effect the liens set out in the table in Section 12.1.2 above. 

So long as the liens for the Pledged Rights and Loans (as defined in Footnote No. 7) are 

not exercised and Kardan NV meets the payments to the debenture holders, it may use 

the profit from the Pledged Rights and Loans according to the provisions of the Revised 

Deeds of Trust, and so long as none of the liens on the Pledged Accounts have not been 

exercised by any of the Trustees, Kardan NV may use the funds in the Pledged Accounts 

for its needs, at its absolute discretion, without having to receive approval from the 

Trustees or debenture holders. 

Once the relief terms have been met19, Kardan will be entitled to lift the liens on Tahal 

International or KFS (or both), provided that the Coverage Ratio between all the 

                                                 
17 These shares included 48,538 existing shares held by Kardan NV as of the allocation date, 1,119,047 existing shares 

held by GTC Holding as of the allocation date and 11,173,673 new shares issued on July 9, 2015. For further 

information, see immediate reports of July 9, 2015 (Reference Nos: 015-01-069789 and 2015-01-069858), July 12, 

2015 (2015-01-070917), July 15, 2015 (supplementary report - Reference No: 2015-01-073209) and July 16, 2015, 

(reference no: 2015-01-074136), which present the information included in this report by way of reference.  
18  Without taking into account options convertible into Kardan NV shares granted to employees in any of the companies 

in the group, which had not yet been exercised by the Completion Date. 
19  The relief terms are: (1) Kardan NV has repaid (including buy-back of debentures, as set out in the Revised Deeds of 

Trust) 55% of the par value of the existing debentures (which are not of Kardan NV or any of its investee companies) 

as of December 31, 2015; (2) the "Coverage Ratio" in the Company (as defined below) in Kardan's separate (“solo”) 

financial statements is more than 180% (above and below: “the Relief Terms”). 



 

remaining assets pledged to the debenture holders following the lifting of such lien and 

Kardan NV's debts is 180% or more. 

Kardan NV (and any of its investee companies) will not execute any disposition of any 

of the Pledged Rights and Loans, including allocation of shares in the Pledged 

Companies, without prior approval obtained by simple majority in the general meetings 

of debentures holders (Series A and B), other than: (a) selling or allocating Tahal 

International shares, in whole or in part; (b) selling or allocating Kardan Land China or 

TBIF shares, after which the company in the Kardan NV Group that holds shares of that 

company will hold at least 50.1% of its share capital, provided that these transactions 

(under sub-sections (a) and (b) above) are made according to the terms set out in the 

Revised deeds of Trust20.  

Any amount of funds or cash equivalent which GTC Holding, Tahal International, KFS 

or an investee company decides to transfer to Kardan NV or any investee company will 

be transferred to the Pledged Accounts or the free amount.  

E. Negative pledges 

Kardan NV will not pledge the rights in shares of Dan Leasing Ltd. and VIP Rent Foreign 

Enterprise without simple majority approval of both general meetings of debenture 

holders. 

F. Kardan Land China's guarantee 

Kardan Land China will be a guarantor for Kardan NV's liabilities to the debenture 

holders and Trustees up to an amount of EUR 100 million, under the terms specified in 

the Debt Restructuring Principles. The guarantee will expire when the relief terms are 

met. 

G. Financial covenants 

Kardan NV undertook to maintain the financial ratios set out in the table in section 12.1.2 

above. 

  

                                                 
20  The aggregate terms for execution of the sale or allocation are as follows: (1) All or part of the liens in favor of the 

Trustees were not exercised by them; (2) Kardan NV meets the payments to the Debenture Holders in full and on time; 

(3) the Consideration from the sale or allocation will be against cash only and will be used for early redemption of the 

Debentures according to the provisions of the Deeds of Trust; (4) the transactions will be carried out at no less than 

the prices set out in section 10.13 of the Revised Deeds of Trust. Nevertheless, shares may be allocated or options 

convertible into share may be issued to employees in each of the following companies: Tahal International, Kardan 

Land China or TBIF, without the allocation complying with terms (3) and (4) above. 



 

H. Early redemption 

Early redemption of the debentures will be required under the terms set out in the Revised 

Deeds of Trust, from funds received by Kardan NV or an investee company from the 

exercise21 of any of the assets stipulated in the appendix to the Revised Deeds of Trust 

("Agreed Assets") after the deduction of: (1) amounts which the transferring company 

must keep in its possession to be able to meet its known and existing commitments as of 

the date of receiving the consideration, which have a repayment date of maximum 12 

months from that date, and with respect to Kardan Land China, also less the first EUR 25 

million which it receives, if it believes this sum will be required for the Dalian project; 

(2) amounts not included in the sums under subsection (1) above that cannot be 

transferred to Kardan NV for failure to receive approval from a third party whose 

approval is required under the agreements in force as of December 31, 2014 and/or due 

to an order handed down by a judicial court at the request of a third party that is not 

Kardan NV or any of the its investee companies (and without their consent). The amounts 

under subsection (2) will be raised for Kardan NV upon lifting the restriction set out in 

subsection; (3) the amount to be used to pay administrative and general expenses for a 

year from the early repayment date with the restrictions prescribed in the Revised Deeds 

of Trust22; (4) the sum required for the following interest payment to the debenture 

holders after the date of the early repayment; (5) From the funds received, Kardan NV 

may, once or several times, to keep amounts which do not exceed an aggregate sum of 

EUR 7.5 million, to be used to support and transfer to any of its investee companies. 

Once the "relief terms" have been met, Kardan NV will be required to effect early 

redemption equivalent to 35% of the proceeds received from the sale of agreed assets. 

In addition, the obligation to effect early repayment of the debentures will apply, up to a 

total aggregate amount of RMB 45 million for debentures (Series A and B), from sources 

set out in section 10.9 of the Revised Deeds of Trust (“the Additional Amount”). Kardan 

NV may also implement early redemption proactively under the terms set out in the 

Revised Deeds of Trust. 

I. Restrictions on the operations of Kardan NV, GTC Holding, KFS, Kardan Land China, 

Tahal International and their investee companies until the relief terms are met 

1. Kardan NV, GTC Holding and any of their investee companies, excluding KFS, 

Kardan Land China and Tahal International and any of their investee companies: (a) will 

not commence any new business activities; and (b) will not make any investments or take 

any credit (including issue of debentures and excluding obtaining credit from entities in 

Kardan NV Group), unless, upon raising the credit, the full debt to the debenture holders 

is repaid, or  no collateral is provided to guarantee the credit, which is inferior to the debt 

to the debenture holders. 

                                                 
21  "Exercise" – including a full or partial sale, adding a partner, taking or increasing finance; including by means of a 

dividend or repayment of a shareholders' loan. 
22  EUR 4.8 million for 2015 and EUR 4.5 million for later years plus expenses for a year for the completing the 

settlement, plus expenses for a year for the Representative and director appointed by the Trustees, expenses for a 

bonus to the Company CEO, if approved by the early repayment date, and other expenses arising by the early 

repayment date that must be paid, which are exceptional expenses that cannot be reasonably anticipated. 



 

Notwithstanding the above, Kardan NV, GTC Holding and any of their investee 

companies will be entitled to execute currency hedging transactions, at their discretion, 

to protect certain expected proceeds which these companies are entitled to receive, and 

for this purpose, they will be entitled to use funds in Kardan NV's accounts, including the 

Pledged Accounts, so long as the lien on these Pledged Accounts is not exercised. 

2. KFS and any of its investee companies will be entitled to enter any new area of 

operation in which they do not operate as of July 3, 2015 (as set out in the appendix to 

the Revised Deeds of Trust). 

3. KFS will not be permitted to: (a) make any investments, however, any company with 

business operations23, which it holds, will be permitted to make investments in current 

and new projects in their area of operation as of July 3, 2015, provided that the source of 

the investment is the ongoing operations of any of the companies under KFS' control and 

not consideration for the Agreed Assets ("Permitted Investments"); (b) take any credit, 

apart from short-term credit taken by KFS from any of its investee companies in an overall 

amount not exceeding EUR 5 million.  

Any of KSF’s investee companies with business operations will be permitted to take 

unlimited credit for the purpose of such business operations under the following terms: 

(1) the collateral for such credit is only provided by a company with business operations, 

In such case, collateral for such credit may be also be provided by; (2) AVIS Ukraine (or 

AVIS Ukraine shares) will not be used as collateral for such credit, but may be pledged 

if approved by a resolution adopted by a simple majority at the debenture holders' 

meetings of both series. 

4. There will be no restrictions on the operations of Tahal Group and its investee 

companies, provided that such operations are carried out from resources of Tahal Group 

or its investee companies and not from other companies in Kardan NV Group. 

5. Tahal International and Tahal Assets or any of their investee companies (excluding 

Tahal Group and its investee companies) will not be entitled to enter new areas of 

operation which are not their operations as of July 3, 2015 (as set out in the Revised Deeds 

of Trust). 

6. There will be no restriction on investments made or credit taken by Tahal International 

and Tahal Assets apart from the following: (a) the source for these investments will only 

be from the ongoing operations of any of the companies under Tahal International's 

control (but not consideration for the Agreed Assets, other than under the terms set out in 

the Revised Deeds of Trust24); (b) the collaterals and undertakings for credit received are 

granted and provided only by Tahal Assets, Tahal International or any of its investee 

companies and not by any other companies in Kardan NV Group; Tahal International and 

Tahal Assets will be permitted to perform a transaction contrary to this section if approval 

is granted by an ordinary resolution at each debenture holders meeting of both series. 

                                                 
23  A company with business operations means any company partially or wholly owned by KFS, directly or indirectly. 
24  Other than an amount received from the KWIG Transaction that remains in Tahal International, at the request of the 

banks, as set out in the Revised Deeds of Trust, if any, which will be used by Tahal International and Tahal Assets to 

invest at their discretion.  



 

7. Kardan NV and Tahal International may provide collateral to third parties for 

performance of projects by Tahal Group and its investee companies. Tahal International 

may also provide collateral for performance of projects by Tahal Assets. The collateral in 

this section applies to projects only, as set out in this section (and not investments in 

assets).  

8. Kardan Land China or any of its investee companies: (a) will not be permitted to enter 

new areas of operation or make investment in new projects or operations (even the area 

of operation that exist as of July 3, 2015, as set out in the appendix to the Revised Deeds 

of Trust); (b) will not expand the Dalian project, including construction of a new building 

beyond the existing buildings and the two C buildings planned for the project; (c) the 

proceeds of any project may be used only for that project, while in this regard all the 

projects implemented by Lucky Hope companies, they will be considered a single project; 

(d) unless approval by a 66% majority is provided at each debenture holders' meeting, 

they will not be permitted to take any credit, except under the terms set out in the Revised 

Deeds of Trust25; (e) Lucky Hope companies26 will not initiate and develop new projects 

beyond projects to be constructed on land which they own. 

9. It will be possible to pledge the rights of Kardan Land China or any of its investee 

companies in KLD and Lucky Hope Companies only for the purpose of taking credit 

under the above provisions. 

  

                                                 
25  Kardan Land Dalian ("KLD") will be permitted to replace present the loan of RMB 900 million (above and below: 

"Chinese Loan") from the lending banks with an identical or lower loan under market terms from any entity or to take 

another loan under market terms for an amount which together with the amount of the Chinese Loan, as of that date, 

does not exceed RMB 900 million; or to replace the Chinese loan with a higher loan not exceeding RMB 1,260 million 

or take another loan which together with the amount of the Chinese Loan, as of that date, does not exceed such amount 

(in this section: " New Loan"), but only for any of the following purposes: (a) permitted operations in the Dalian 

project; (b) transfer of funds to Kardan NV for payment to the debenture holders only; however, in such case the terms 

of the New Loan will be presented in advance for simple-majority approval of debenture holders' meetings; On 

October 27, 2015, KLD signed an agreement for a credit facility of RMB 1 billion and on November 30, 2015, the 

Chinese loan was settled. For information regarding the credit terms see sections 7.12.5 and 7.17.1.3 above; Kardan 

Land China will be permitted to take credit or guarantee credit taken by KLD and/or to provide collateral for credit, 

but with respect to such loan, the collateral or undertaking will be provided only by Kardan Land China or its investee 

companies; Kardan Land China will also be permitted to take credit to finance its ongoing expenses (but not for the 

Dalian project or Lucky Hope companies) in overall amounts not exceeding EUR 10 million at any time. Any Lucky 

Hope company will be permitted to take credit for its purposes or the needs of other Lucky Hope companies. 
26  Lucky Hope companies are companies through which Kardan Land China holds rights and projects in the joint 

enterprise with Lucky Hope Group, Hong Kong (above and below: "Lucky Hope Companies"). 



 

J. Further restrictions to be imposed on Kardan NV:  

(1) Until the relief terms are met and 75% of par value of the debenture27 as of December 

31, 2014 is repaid, making a distribution is prohibited (including a dividend);  

(2) Until repayment of all the debentures, it is prohibited to execute transactions with 

controlling shareholders or in which controlling shareholders have a personal interest 

without a simple majority approval at each general meeting of debenture holders, other 

than (a) implementation of existing charges to Kardan Israel and the remaining 

transactions set out in section 10 in Part D of Kardan NV’s periodic report for 2014; and 

(b) execution of transactions with interested parties with respect to TBIF Dan Leasing 

Ltd. under materially similar terms as the transaction set out in section 10.1.4 to Part D 

to Kardan NV’s periodic report for 2013, which was ultimately never implemented. 

However, if Kardan NV enters into a transaction to which the Companies Regulations 

(Relief in Transactions with Interested Parties), 2000 applies (if applicable to Kardan 

NV), Kardan NV will issue an immediate report of its intention to execute such 

transaction or action, and the obligation to convene a meeting of debenture holders  to 

approve the transaction by a simple majority will apply only if a request is received from 

debenture holders which together hold at least 5% of the outstanding principal of the 

debentures;  

(3) All debentures acquired or to be acquired by Kardan NV or its investee companies 

must be delisted or pledged to the debenture trustees;  

(4) Until the relief terms are met, a restriction with respect to buy-back of debentures28, 

will apply to Kardan NV and its investee companies;  

(5) Adding a prohibited controlling shareholder29 or transferring control of Kardan NV to 

a prohibited controlling shareholder will give rise to grounds for immediate recall of the 

debentures;  

(6) Until the relief terms are met, it is prohibited to dispose of an agreed asset30 (other 

than assets owned by KFS or entities under its control, to which the restriction does not 

applies) at less than 80% of its average price used as the basis for the information in the 

Kardan NV’s financial statements in the two quarters preceding the exercise without 

simple-majority approval of each of the debenture holders' meetings;  

                                                 
27  That are not of Kardan NV or its investee companies. 
28  So long as the relief terms are not met, Kardan NV or any entity under its control will only be permitted to acquire 

Kardan NV debentures only under the following terms: (a) acquisition of the debentures will not affect fulfillment of 

Kardan NV's undertakings to the debenture holders to repay the debt on time; (b) acquisition of the debentures will 

not be carried out in an off-exchange transaction; (c) the total cumulative funds used to acquire debentures of one 

series in any given fiscal half-year will not exceed 145% of the total cumulative funds used in that half-year to acquire 

debentures of the other series; (d) such acquired debentures will not be sold by the buyer. They will be expire and be 

delisted or alternatively pledged in favor of the Trustees.  
29  “Prohibited controlling shareholder” means a controlling shareholder with respect to whom a debenture holders 

meeting (convened at the request of holders of at least 20% of the series) adopts an extraordinary resolution within 21 

days from the date in which the Company reported adding the shareholder to control of the Company (or transfer of 

control of the Company to the shareholder) opposing the addition of the shareholder for control of Kardan NV (or 

transfer of control of Kardan NV to the shareholder) on reasonable grounds regarding his/her personal reputation, e.g. 

committed an offense involving moral turpitude or fails to comply with the conditions prescribed by law for a director 

to serve in a public company in Israel. 
30  “Agreed asset” means each of the assets set out in Appendix 2.17 of the Revised Deeds of Trust. 



 

(8) Until the relief terms are met – an undertaking to appoint a director to the Kardan 

NV's Board of Directors, who will be nominated by the Trustees and will also serve as a 

director in Kardan Land China and a member of the Company’s committee for election 

and compensation of officers in Kardan NV Group ("Committee")31;  

(9) Until the relief terms are met – an undertaking not to appoint any significant officer32 

in Kardan NV Group and the not to materially change the salary of any significant officer 

without the Committee’s prior recommendation to adopt such salary or salary change, as 

the case may be. However, with respect to officers in Tahal International and its investee 

companies, the Committee's position will be a recommendation which may be rejected. 

Similarly, prior to adopting option plans for new employees in Kardan NV Group, the 

Committee’s recommendation will be received. Granting of a bonus to Kardan NV’s CEO 

for 2015 onwards will be subject to a prior unanimous recommendation of all the 

Committee members; 

(10) Every material transaction33 by Kardan Land China or its investee companies will 

be brought before Kardan NV’s Board of Directors for discussion and approval;  

(11) Until the relief terms are met, restrictions will apply to the general and administrative 

expenses of Kardan NV, GTC Holding and Emerging, as set out in section 17 of the 

Revised Deeds of Trust.   

For further information on Kardan NV's Debentures, see section 2.3 of the Board of 

Directors Report 

In some of the loan agreements of the Kardan NV Group companies sometimes contain 

stipulations with regard to Cross Defaults according to which, if a loan of any of the 

Kardan NV Group companies is called for immediate repayment, this can possibly entail 

calling additional loans for immediate repayment and/or additional financing agreement. 

To the best of Kardan NV’s knowledge, as at the date of this report, there are no grounds 

granting the right to call for immediate repayment due to cross default. 

For information the undertakings of the investee companies under the financing 

agreements, including with respect to compliance with financial covenants, see the 

description of areas of activities. 

  

                                                 
31  In August 2015, Mr. Bouke Marsman, who was nominated by the Trustees, was appointed for a period of four years 

as a non-executive director in Kardan NV, a committee member and a director in Kardan Land China.   
32  Significant officer means the Chairman of the Board and CEO of Kardan Land China, Tahal International and KFS 

and every officer included among the five highest earners in Kardan NV Group. 
33  Material transaction in this matter means an asset exercise transaction, obtaining finance or introducing a partner at 

a value of more than EUR 25 million. 



 

12.1.4 Debenture repurchase plans  

Under the provisions of the Revised Deeds of Trust, a restriction with respect to buy-back 

of debentures applies to Kardan NV and its investee companies, as set out in section 

12.1.3(j)(4) above. In 2015, no acquisition plans were adopted or in force for repurchase 

of Debentures (Series A or Series B) of Kardan NV. 

12.1.5 Rating of the debentures 

As of the report date, the Debentures (Series A and Series B) are rated ilB with a negative 

outlook. 

For further information, see the immediate reports published by Kardan NV on July 13, 

2015 (Reference No: 2015-01-072042), July 15, 2015 (Reference No: 2015-01-073602), 

and August 4, 2016 (Reference Nos.: 09793-01-2016 6 and 097909-01-2016 ) which are 

included in this report by way of reference. 

12.1.6 Material liens and guarantees 

Kardan NV extends financial guarantees from time to time in favor of third parties for the 

liabilities of companies in the Kardan NV Group stemming from various loans. As at 

December 31, 2016 no financial guarantees were extended. For further information 

regarding the material guarantees provided by Kardan NV, see Note 27 of the financial 

statements. 

For information regarding material liens extended by Kardan NV, see section 12.1.2 

above. 

12.1.7 Assessments regarding Kardan NV’s financing needs in the coming year 

In Kardan NV’s opinion, as at the date of this report, as noted in the report of the expected 

cash flow of Kardan NV presented in the Board of Directors' report, attached as section 

B of the report, to repay its liabilities in 2018 and 2019 it must take steps to sell assets 

and/or raise sources of finance which comply with the terms of the Revised Deeds of 

Trust. From time to time, Kardan NV examines sources of finance to repay its liabilities, 

including the sale of assets, receiving dividends for subsidiaries and receiving finance 

that complies with the restrictions of the Revised Deeds of Trust, all in accordance with 

Kardan NV Group’s business strategy, Kardan NV’s needs, and realization of business 

opportunities, in accordance with the board of directors decisions.  

12.1.8 For additional details on the financing of Kardan NV, see Note 22, 24, 25, 26 and 27 of 

the financial statements. 

  



 

13. Taxation 

See Note 38 of the financial statements for details on taxation. 

Further details on the taxation of the Kardan NV Group follow: 

12.1 Taxation in the Netherlands 

12.1.1 Corporate tax in the Netherlands applies to all of the global income (from any source) of 

a company that is a resident of the Netherlands, at a rate of 20% on taxable income of up 

to EUR 200,000 and at 25% on taxable income above EUR 200,000, subject to certain 

exemptions that are stated in the Dutch tax laws. 

12.1.2 A Netherlands resident or nonresident company holding at least 5% of the capital in 

another company (resident or non-resident) is generally exempt from Dutch Corporate 

Tax, under the participation exemption regime, with respect to dividend income received 

from the investee company and capital gains on disposal of shares in the company (the 

"Participation Exemption"). However, the Participation Exemption is not applicable to 

income derived from holding another company (i.e., the subsidiary) that is held as a 

passive portfolio investment (the "Portfolio Investment Participation"). 

12.1.3 A company is considered to be held as a Portfolio Investment Participation if the holding 

company's purpose is to obtain a return that may be expected from ordinary asset 

management. A company is deemed to be held as a Portfolio Investment Participation, 

under Dutch legislation and verdicts prior to 2007, based on its activities and assets. 

12.1.4 However, a Portfolio Investment Participation should be eligible for the Participation 

Exemption if it is a qualifying Portfolio Investment Participation, under either the 

Sufficient Tax Test or the Asset Test, as described below. 

12.1.5 The Sufficient Tax test – a company will fulfill the Sufficient Tax Test if the investee 

company will be subject to tax on profits at a rate that will fulfill the generally accepted 

standards in the tax laws in the Netherlands. In order to fulfill these standards, based on 

past experience, the local tax system (to which the investee company is subject) must be 

compared to the tax system in the Netherlands. The main criteria that will be taken into 

account are the tax basis and the local statutory tax. As a rule, a statutory tax rate of at 

least 10% is supposed to be sufficient if there are no material deviations (e.g. an 

exemption from tax, absence of restrictions as to the deduction of financing expenses and 

so on) in the local tax system compared with the Dutch tax system. 

12.1.6 The Assets Test – as a rule, a company will fulfill the Assets Test if less than 50% of the 

assets of the investee company are (or are considered), directly or indirectly, passive 

investments that are subject to low tax (low taxed free portfolio investments). Passive 

assets that are subject to low tax are assets that are not used in the course of business of 

the investee company. A combined Assets Test will apply if the investee company 

possesses rights to other companies. In order to perform the combined Assets Test, it is 

necessary to prepare a combined balance sheet including the market value of assets of all 

of the companies (subsidiaries are taken into account on a pro rata basis, i.e. based on 



 

percentage of ownership) under the investee company. A holding of less than 5% of the 

shares in another company is generally deemed to be portfolio investments.    

12.1.7 If at least 70% of the value of the assets of the holding company are other assets (that are 

not passive investments that are subject to low tax), then all of the assets of the holding 

company will be considered as ‘good’ assets for the purpose of the Assets Test.  

12.1.8 Real estate companies – real estate properties are not considered as passive investment, 

i.e. real estate properties are a "good" asset. Therefore, Participation Exemption applies 

to an investee company if more than 50% of its assets (at Fair Market Value) are real 

estate properties. 

12.1.9 Credit Method – if the Participation Exemption does not apply, the Credit Method may 

be used. In accordance with this method, the dividend income is grossed up by the amount 

of corporate tax paid by the distributing subsidiary and any tax withheld upon the 

distribution. The grossed up and taxed in accordance with the Dutch corporate tax rate. 

At the same time, a fixed credit of 5% is allowed for indirectly paid taxes (underlying 

taxes). If the income originates from a company that is included in the Parent-Subsidiary 

Directive of the European Union, the Dutch company may opt to claim a credit for the 

taxes that have actually been paid indirectly.  

12.1.10 For companies in which the ownership percentage is at least 25%, where 90% or more of 

the value of their assets, directly or indirectly, is comprised of passive investments, a 

Dutch corporate shareholder must annually account for the investment at market value 

("Mark to Market"). Revaluation of passive investments to their market value is taxable 

in the revaluation year. 

12.1.11 In cases where a taxpayer holds a subsidiary, which did not qualify for the Dutch 

participation exemption initially and which started to qualify from a certain point in time 

or vice versa, and from which it derives income (dividend or capital gains), the 

compartmentalization doctrine apply. This means that income derived from the 

participation should be partitioned and attributed to the taxable and tax exempt period. 

The doctrine has been adopted by Dutch Parliament on April 16, 2015 and has generally 

a retroactive effect from June 14, 2013.  

12.1.12 As of January 1, 2016, corporate taxpayers will not be eligible for the Participation 

Exemption or participation credit for received distributed dividends to the extent that such 

distributions are deductible for tax purposes by the subsidiary. 

12.2 Taxation in Israel 

12.2.1 Kardan NV is a resident of the Netherlands for tax purposes, and therefore, in accordance 

with the provisions of the Income Tax Ordinance [New Version], 1961 (the " ITO") and 

the provisions of the treaty between the State of Israel and the Netherlands concerning 

prevention of double taxation and prevention of tax avoidance concerning taxes on 

income (the "Treaty"), Kardan NV will owe tax in Israel only for income that has been 

generated in Israel and for capital gains from realization of real estate properties in Israel 

or rights in an Israeli real estate association, as well as capital gains from the sale of 



 

movable property which is part of the assets of a Permanent Establishment of Kardan NV 

in Israel. 

12.3 Taxation of the companies held by Kardan NV 

12.3.1 The Kardan NV Group (the "Group") has a duty to pay tax on profits for tax purposes of 

each company in accordance with the local tax laws in each and every country in which 

companies of the Group are incorporated or resident for tax purposes. The corporate tax 

rates applicable to taxable income vary from country to country. In the countries in which 

the Group has its main activities, the statutory corporate tax rates range from 

approximately 10% to 25%, at the time of this report. In some jurisdictions, VAT (or 

similar taxes) may also apply to transactions executed by group companies. 

12.3.2 Following is a table setting forth the general principles of taxation in the various tax 

regimes in jurisdictions where the main entities of the Kardan NV Group are active. It is 

emphasized that the information provided in this table and in particular the information 

relating to the tax consequences expected at the time of sale of an asset directly or 

indirectly (sale of the asset by the local company or of the shares of the company holding 

it) is general in nature and is not intended to cover the tax consequences of all possible 

scenarios and does not replace obtaining an expert tax advice.  



 
 

 

Hong Kong 

Corporate Tax 

Rate 

%16.5  

 

Hong Kong imposes taxes on a territorial basis, namely, based on the location of operations 

/ business activities that produce the relevant income without consideration of residency 

(i.e., generally, corporate residency is not the most important factor in determining 

taxability of an entity for Hong Kong profits tax purposes). 

Therefore, if, for example, interest income is derived from a source that is not in Hong 

Kong, it may not be subject to profits tax in Hong Kong. The source regulations in Hong 

Kong are not entirely clear with regard to the geographic source of interest income. 

Generally, the source of interest income is determined according to the location where the 

loan was first granted to the borrower (i.e., "provision of credit" test). However, this test 

may not be applicable where the loans were not simple loans of money and where the 

taxpayer earned interest income through its borrowing and lending business. Instead, the 

Hong Kong Inland Revenue Department may consider the "operation test" to be a more 

proper test to determine the source of the interest income, i.e., the place where the 

borrowing and lending activities take place (Note, that there are new provisions with 

respect to interest income derived by a company carrying on an inter-company financing 

business in Hong Kong, which may be subject to tax).  

 In addition, interest income has a Hong Kong source where it forms an integral part of a 

trading transaction carried out in Hong Kong, e.g., where a Hong Kong manufacturer sells 

his goods to an overseas buyer on extended credit terms. 

Interest payments to a Hong Kong resident company by a Chinese resident borrower are 

subject to withholding tax at source at a reduced tax rate of 7% (under the double tax treaty 

between China and Hong Kong), as well as Business Tax ("BT") at a rate of 5% with other 

surtaxes at a rate of 12% of the BT, thus the effective tax in China is approximately 13% 

with respect to interest payments made before May 1, 2016; as of May 1, 2016, interest 

payments are subject to VAT in China at a rate of 6% with other surtaxes at a rate of 12% 

of the VAT, thus the effective tax in China remains approximately 13%. The interest 

recipient in Hong Kong is entitled to a credit for the tax paid in China (on the assumption 

that they will not claim that the source of interest income is outside of Hong Kong and will 

be subject to Hong Kong profits tax), but only limited to the Hong Kong tax payable on the 

relevant interest income (i.e., withholding tax of 7% in the present case). 

The BT at a rate of 5% is not credited in Hong Kong, but is considered a current expense, 

as it is a tax imposed on turnover and not a tax imposed on net income. In addition, the 

VAT which replaced the BT is a tax imposed on turnover and not on net income, and 

therefore is not credited in Hong Kong. However, the VAT is considered a current expense 

incurred in the production of the company's income. 

Thin 

Capitalization 

Laws 

As a rule, there are no thin capitalization laws in Hong Kong. However, interest expenses 

are subject to stringent and complicated rules which are designed to guard against loan 

arrangements with an intention to avoid Hong Kong profit taxes.  

Capital Gains 

Tax Rate 

%0  Capital Gains Tax. 

Determination of the character of gains (i.e., whether they are indeed capital gains) is a 

crucial issue, often debated in Hong Kong.   

Withholding 

Tax at source 

for interest - 

domestic law 

%0  for payment of interest from Hong Kong to a foreign company.  

 



 

Withholding 

Tax at source 

for a company 

that is resident 

in the 

Netherlands  

0% under domestic law as well as the Hong Kong-Netherlands tax treaty. 

 

 

Withholding 

Tax at source 

for dividends - 

internal law 

%0  withholding tax for payment of dividends by a Hong Kong company to a foreign 

shareholder. 

 

Withholding 

Tax at source 

for dividends 

distributed to 

a company 

resident in the 

Netherlands 

0% under domestic law as well as the Hong Kong-Netherlands tax treaty. 

 

Stamp Duty Stamp duty is charged on transfer of Hong Kong stock by way of sale and purchase at 0.2% 

of the consideration (or the market value if it is higher) per transaction. Hong Kong stock is 

defined as stock the transfer of which must be registered in Hong Kong. 

For conveyance on sale of immovable property in Hong Kong, the stamp duty payable 

depends on the property consideration. For property transactions executed on or after 23 

February 2013, there are two sets of stamp duty rates. Scale 2 rates range from HKD 100 

(for property consideration of up to HKD 2 million) to 4.25% (for property consideration 

exceeding HKD 20 million) and are applied to residential property acquired by a Hong 

Kong permanent resident who does not own any other residential property in Hong Kong at 

the time of acquisition. Scale 1 rates range from 1.5% (for property consideration of up to 

HKD 2 million) to 8.5% (for property consideration exceeding HKD 20 million) and are 

applied to all other cases. The stamp duty payable is computed by applying the relevant 

rate to the consideration or market value of the property (whichever is higher), with 

marginal relief upon entry into each higher rate band. 

The government of Hong Kong Special Administration Region has proposed that as of 

November 5, 2016, the stamp duty rate on transfer of residential properties be increased 

from Scale 1 rates (i.e. 1.5% to 8.5%) to a flat rate of 15%. The enactment of the proposed 

rate is subject to the passage of the relevant legislation. Although the relevant legislation 

has yet to be enacted, the 15% rate will apply retrospectively from November 5, 2016 when 

the related legislative amendments come into force. In addition, stamp duty at 15% will be 

collected for all instruments on transfer of residential property executed on or after 

November 5, 2016 and kept in escrow accounts in the meantime, unless where the Scale 2 

rates apply. 

For lease of immovable property in Hong Kong, stamp duty is calculated at a specified rate 

of the annual rental that varies with the term of the lease. Currently, the applicable rate 

ranges from 0.25% (for lease period of not more than one year) to 1% (for lease period of 

more than three years). 

Exemption is available for certain transactions, such as transfer of shares between 

associated corporate bodies, transfer of shares or units of exchange traded funds listed in 



 

Hong Kong, and certain stock borrowing and lending transactions, provided that the 

specified conditions for exemption (if any) are satisfied. 

Special Stamp Duty (SSD) 

There is an SSD on resale of residential property within 36 months from the date of 

acquisition. The SSD is imposed on top of the stamp duty payable on conveyance on sale 

or agreement for sale of residential property, with a few exemptions. The SSD payable will 

be calculated based on the stated consideration or the market value (whichever is higher) of 

the resold property at the regressive rates indicated below. 

 20% for residential properties held for six months or less.  

 15% for residential properties held for more than six months but for 12 months or less.  

 10% for residential properties held for more than 12 months but for 36 months or less.  

Buyer's Stamp Duty (BSD) 

A BSD is payable on acquisition of Hong Kong residential properties by any person 

(including Hong Kong and foreign companies) other than a Hong Kong permanent 

resident. The BSD is charged at a flat rate of 15% on the stated consideration or the market 

value of the property acquired, whichever is higher. The BSD is imposed on top of the 

stamp duty and the SSD (if applicable), with exemptions in certain situations. 

 

 

CHINA 

Corporate Tax 

Rate 
25%. 

Real estate development companies 

In case of a real estate development project that is in the pre-completion stages offered for early sale – a 

"temporary" corporation tax must be paid on a monthly or quarterly basis, based on the revenues from 

the early sale, multiplied by the rate of notional gains and the appropriate corporation tax. The 

minimum rate of notional tax depends on the type and location of the real estate development project. 

Generally, the rate of notional gains varies from 3% to 15%.   

Real estate development projects that do not have gains/loss prior to entering the sales phase, reporting 

tax based on notional gains is required to submit tax reports on an annual basis, starting from the year it 

recognized revenues, according to the accounting policy. Once the development project has been 

completed the company is required to draw a final tax settlement in order to regularize the previous 

periods, and this within a defined time frame following the completion of the project.   

Once the real estate development company begins sales of the real estate property (or are deemed 

notionally to have started selling the real estate property), they are required to calculate their 

corporation tax liability based on the difference between gains from actual sales and the respective 

costs. (Actually, the gains from sales are recognized the moment the key to the property is handed over 

to the customer). From this date the real estate development companies must submit reports on a regular 

quarterly and annual basis. 

Deductible 

depreciation 

Fixed assets with useful lives of more than 12 months must be capitalized and depreciated in 

accordance with the Chinese Corporate Income Tax regulations. Generally, the depreciation is 



 

for buildings 

and structures 

throughout the useful life of the real estate and not less than 20 years, in accordance with the straight 

line method. 

Real estate under construction held for sales by real estate development companies is considered stock 

and is not depreciated. 

Thin 

Capitalization 

Laws 

Basically, concerning financing expenses, the debt/equity ratio concerning corporations that are not 

financial institutes is 2:1 for loans from affiliated parties. However, if there is sufficient evidence to 

show that the financing arrangement is at arm's length, these financing expenses may still be fully 

deductible even if the ratios are exceeded.  Despite this, if the interest is under market conditions, the 

debt/equity ratio above may not apply. 

In addition, concerning foreign currency, there is a thin capitalization law based on the total sum of the 

investment (loans in foreign currency + capital). 

Concerning real estate companies in which there is a foreign investment, the thin capitalization laws are 

as follows: 

1. Concerning foreign real estate companies in which there is an investment sum of up to 3 million 

dollars – the requirement is for 70% of the investment to be in capital. 

2. Concerning real estate companies in which the investment sum exceeds 3 million dollars – the 

requirement is for at least 50% of the investment to be in capital (but not less than 2.1 million dollars). 

In addition, certain restrictions may apply to real estate companies in which there is foreign investment 

concerning the undertaking of loans. These restrictions include, inter alia - 

1. The capital must be paid. 

2. A license for using the land must be received (there is no extending of loans for purchasing a right to 

land). 

3. At least 35% of the project must be financed by capital. 

4. As a rule, a real estate company in a foreign investment is not allowed to take foreign loans, unless 

the loan was taken before June 1, 2007. 

Capital Gains 

Tax Rate 

According to domestic law, capital gains of non-resident enterprises without establishments in China 

are taxed at rate of 10% (unless reduced by an applicable tax treaty). In case a Hong Kong company 

holds, directly or indirectly, no less than 25% of the shares of a Chinese company, for a period of 12 

months prior to the sale of the shares or in case the assets of the Chinese company are comprised, 

directly or indirectly, mainly of real estate located in China, capital gains derived from the sale of shares 

in the Chinese company will be subject to tax in China. Otherwise it is possible that the capital gains 

will be exempted from tax in China. 

Additionally, there is no relief for Dutch companies that sell the shares of a Chinese real estate 

company. 

If the share transfer meets certain requirements and is considered as a "special structural change", the 

shares may be transferred at cost and capital gains may be deferred (i.e., a tax-deferral reorganization). 

A land appreciation tax is levied on the gain from the disposal of properties at progressive rates from 

30% to 60%. Land appreciation tax is deductible for Corporate Income Tax purposes. 

Transfer Tax 

and VAT 
A deed tax, generally at rates between 3%-5%, may be levied on the purchase or sale, gift or 

exchange of ownership of land use rights or real properties. The transferee/ assignee is the 

taxpayer.  

For the sale (including presale) or rental of real estate, "business tax" ("BT") at a rate of 5% is 

imposed on the seller. Certain "business tax" incentives are granted upon the fulfillment of 

certain conditions, for example if the real estate or rights of use of the land were purchased 

originally by the seller. For the purpose of calculating business tax the cost of the purchase is 

deducted from the sale price of the real estate. Documentation pertaining to the original purchase 



 

price must be presented to the tax authorities. BT is no longer levied following May 1, 2016 (will 

be formally abolished in the future) and as of that date all goods and services are subject to VAT 

in China.  

In addition, stamp tax at a rate of 0.05% of the stated value is applied to two parties of the real 

estate sale agreement. Concerning a real estate lease agreement, the stamp tax rate is 0.1% of the 

leasing fee for both parties to the agreement. 

VAT  

Generally, the sale or importation of goods and the provision of repairs, replacement and 

processing services are subject to VAT at a standard rate of 17%. 

A company that pays VAT can deduct the input tax payable at the time of the purchase from the 

tax on sales transactions. i.e., liability to VAT = transaction tax less input tax, except for 

situations specified in the VAT regulations. 

Commencing on May 1, 2016, the construction sector, real estate sector, financial services and 
customers services will be subject to VAT. The applicable VAT rate with respect to immovable 
property leasing services, sales of immovable properties and transfer of land use right is 11%. A 
VAT tax payer which disposes of an immovable property acquired on or before April 30, 2019 can 
elect to use the simplified VAT method, which is the levy rate of 5% on the balance of the total 
sales amount less the purchasing cost, to prepay the VAT.  

Withholding 

Tax at source 

for interest -  

 domestic law 

A foreign enterprise without an establishment or place of business in China shall be subject to 

withholding tax at source ("WHT") at 10% on gross interest income, unless reduced by an applicable 

tax treaty. Notably, the tax treaty between the Netherlands and China which became effective as of 

January 1, 2015, does not reduce the withholding tax rate. In addition, BT ""at a rate of 5% together 

with other surtaxes at 12% of the BT may be imposed on the payment of interest to a foreign resident 

made before May 1, 2016; as of May 1, 2016, all goods and services are subject to VAT in China 

instead of BT. 

 

Withholding 

Tax at source 

for interest 

paid to a 

company 

resident in 

Hong Kong 

Subject to the provisions of the tax treaty between China and Hong Kong, 7% withholding tax will 

apply to the payment of interest by a Chinese borrower to a Hong Kong resident company provided that 

the Hong Kong company can be considered the "beneficial owner" of such interest income. 

In addition, ""BT  at a rate of 5% together with other surtaxes at 12% of the BT is imposed on the 

payment of interest to a Hong Kong resident made before May 1, 2016; as of May 1, 2016, all goods 

and services are subject to VAT in China instead of BT. 

Withholding 

Tax at source 

for dividends -  

domestic law  

A foreign enterprise without an establishment or place of business in China shall generally be subject to 

withholding tax at a rate of 10% on the gross amount of dividends received from a Chinese corporation.  

Withholding 

Tax at source 

for dividends 

distributed to 

a company 

resident in the 

Netherlands / 

Hong Kong  

The withholding tax rate is reduced to 5% in case of a dividend paid by a Chinese company to a 

Netherlands resident shareholder, provided that shareholder is a corporation that holds directly at least 

25% of the capital of the distributing Chinese company. 

 

Further, %5  withholding tax applies to the payment of dividends by a Chinese company to a Hong 

Kong resident company provided that: 

1. The Hong Kong company can be considered the "beneficial owner" of that dividend income, and  

2. The Hong Kong company holds at least 25% of the voting rights in the Chinese company for no 

less than a year prior to the declaration of the dividend. 

 

If the above criteria cannot be met, 10% standard withholding tax rate will be applicable.  

 

Other Taxes 
A municipal real estate tax, which is based on the value of the property or rental income received, is 

assessed annually on land and buildings used for business purpose or leased. The tax rate is 1.2% of the 



 

original value of the buildings. A tax rate reduction of 10% to 30% is commonly offered by local 

governments. Alternatively, tax may be assessed at 12% of the rental value. The municipal real estate 

tax is deductible for corporate income tax purposes.  

An urban and township land-use tax is levied on taxpayers who utilize land within the area of the city, 

country, township and mining districts. It is computed annually based on the space actually occupied by 

a taxpayer multiplied by a fixed amount per square meter that is determined by the local governments.  

Arable land occupation tax is levied on companies that build houses or carry out non-agricultural 

construction on arable lands. It is computed annually based on the space of area actually occupied by a 

taxpayer multiplied by a fixed amount per square meter that is determined by the local governments and 

is settled in a lump sum.  

Urban construction and maintenance tax is imposed at a certain rate on the amount of China's indirect 

taxes (i.e., VAT, BT and consumption tax) payable by the taxpayer. Effectively, the taxpayers of 

indirect taxes are also the taxpayers of urban construction and maintenance tax. It is charged at three 

different rates depending on the taxpayer's location: 7% for urban areas, 5% for county areas and 1% for 

other areas.   

 

12.4 Taxation of companies in the Kardan NV Group that are residents of Israel  

In general, an Israeli-resident entity is subject to Israeli corporate income tax on its 

worldwide income at a rate of 25% with respect to the fiscal year 2016.  

In accordance with the provisions of the ITO amendment Law (No. 132) 2003 (the "Reform 

Law"),  a Controlled Foreign Company ("CFC") regime took effect at that time. A non-

public foreign resident  corporation will be considered as a CFC in a given tax year if a 

number of cumulative conditions are met, as follows: [1] its shares or rights are not listed for 

trading on the stock exchange, but if they have been partly registered, less than 30% of the 

shares or of the rights of that company have been offered to the public. In this regard, please 

note that a foreign company may be disqualified from being a CFC if its securities are traded 

on a stock exchange outside of Israel (and not merely when the foreign company's rights have 

been offered to the public); [2] more than 50% of either its income or its profits are derived 

from passive sources; [3] the tax rate applicable to the passive income in foreign jurisdictions 

does not exceed 15%; and [4] more than 50% of one or more of the controlling measures in 

the foreign company are directly or indirectly held by residents of Israel. In accordance with 

the CFC regime, an Israeli resident that is a controlling shareholder of a CFC34 (the 

"Controlling Shareholder") that has unpaid profits (as defined in the ITO) will be 

considered as having received its proportion of those profits as a dividend (the 

"Undistributed Profits") and accordingly will be taxed for such Undistributed Profits. The 

Controlling Shareholder will be able to claim a credit for the tax that will be paid overseas 

only in the year of actual distribution of the Undistributed Profits. However, if certain 

conditions are met, the Controlling Shareholder may be eligible for a refund of any taxes 

paid on the deemed dividend in previous years. 

Moreover, dividends received by a foreign company will not be considered passive income 

if the profits generating the dividends were taxed at a rate higher than 15% and certain 

additional conditions are met. 

                                                 
34 An Israeli resident that holds, directly or indirectly, alone or with another party, at least 10% of the controlling measures of a company 

of persons, which is defined as a CFC at one of the following times: (1) at the end of the tax year; (2) on any day in the tax year and on 

any day in the subsequent tax year.  



 

In addition, a foreign company's income from the sale of securities generally qualifies as 

passive income, subject to narrow exceptions. 

The management of Kardan NV does not expect the consequences of the CFC regime to have 

a material effect over the tax liability of companies of the Kardan NV Group that are Israeli 

tax residents. 

The estimate of Kardan NV, as stated above, is prospective information as defined in the 

Securities Law, which is based on the CFC regime in existence at the time of the statement 

and the estimates of the management of Kardan NV concerning the consequences of the CFC 

regime for companies of the Kardan NV Group that are Israeli tax residents. These estimates 

may fail to materialize or may materialize in a different manner, including materially 

different to that expected due to changes in regulation, including in the CFC regime and 

various developments in the held companies (i.e., subsidiaries) that are Israeli tax residents. 

A dividend distribution from companies of the Kardan NV Group that are Israeli tax residents 

to Kardan NV should generally be subject to withholding tax at source in Israel at a rate of 

5% in accordance with the provisions of the double tax treaty between Israel and the 

Netherlands. 

The tax rates for companies that are members of the Kardan NV Group differ from the 

statutory tax rate (see Note 44C of the financial statements). This difference is mainly a result 

of profits that are exempt or that are subject to a reduced tax rate.  

See Note 44E of the financial statements for details on accrued losses for tax purposes of the 

companies of the Kardan NV Group.  

12.5 BEPS 

12.5.1 Please note that the taxation of various issues (such as interest deductibility, hybrid 

instruments and entities, etc.) is under constant examination by the OECD under its Base 

Erosion Profit Shifting ("BEPS") Action Plan. The OECD's final recommendations were 

delivered on October 5, 2015. Each OECD member country must approve and modify its 

domestic tax and transfer pricing rules in order to adopt and implement the OECD 

recommendations as presented in the BEPS Action Plans. As a result, starting at the end of 

fiscal year 2015, several OECD member countries were in the process of modifying their 

domestic tax rules. The implementation process of the OECD recommendations in the 

domestic tax laws of the OECD member countries were progressed significantly during 

fiscal year 2016. The implementation of the OECD recommendations effect various rules, 

including: taxable presence, interest deductibility, classification of certain transactions and 

transfer pricing documentation. The new transfer pricing documentation rules includes three 

reports, as follows: (i) a Master File; (ii) a Local File; and (iii) a Country-by-Country Report. 

These developments are being taken into account and are carefully monitored in order to 

examine their potential effects in the future on the inter-company transactions within the 

Kardan NV Group.  

During 2016, the government of China implemented some of the BEPS recommendations. 

The Chinese State Administration of Taxation issued Public Notice No. 42, in which new 

transfer pricing compliance requirements were adopted, including Annual Reporting Forms 

for Related Party Transaction, Country-by-Country Reporting and Transfer Pricing 

Documentation. 

10 Restrictions over and control of the activity of Kardan NV 



 

10.1.1 Kardan NV is subject to Dutch law, including corporate laws and security laws. In addition, 

Kardan NV is subject to securities laws and certain regulations pursuant to Israeli laws that 

apply to companies that were incorporated outside of Israel and that are traded on the stock 

exchange in Israel. 

10.1.2 Section 39A of the Securities Law ("Section 39A"), which was added to the Securities Law 

after the shares of Kardan NV had been listed for trading on the Tel Aviv Stock Exchange, 

states that the provisions pursuant to the Companies Law and the regulations pursuant to the 

Securities Law that are stipulated in the fourth addendum to the Securities Law, will apply 

with the stipulated variations to a company that was incorporated outside of Israel and that 

offers its shares to the public in Israel. In May 2008, prior to the publication of a shelf 

prospectus by Kardan NV, the Securities Authority informed Kardan NV that it would not 

intervene if Kardan NV offered shares to the public, including within a shelf offering 

statement pursuant to a shelf prospectus, and that Section 39A would not apply to Kardan 

NV, on the condition that prior to the date of offering of shares to the public in Israel (if 

offered), Kardan NV would seek the approval of its shareholders regarding a proposal for 

changing the Articles of Kardan NV, to the effect that certain transaction types -as  mentioned 

in Section 270(4) of the Companies Law- would be added to the Articles  as well as certain 

forms of relief for transactions of interested parties that are included in the Companies 

Regulations (Relief in Transactions with Interested Parties) 2000, if not included in the 

articles of incorporation at that time. The amendment to the Articles of Kardan would require 

the approval by a special majority as prescribed in the Articles. In accordance with the 

foregoing, in December 2008, the general meeting of the shareholders of Kardan NV 

approved the change to the Articles of Kardan NV as described above.  

10.1.3 In December 2004, the Best Practice provisions and principles of good corporate governance 

were incorporated in the Dutch Corporate Governance Code ("the Code") and applies to 

companies incorporated in the Netherlands that are registered on a recognized stock exchange 

in the Netherlands and/or outside the Netherlands. In December 2008, the Code was amended 

and the amended Code came into effect from the financial year starting on or after January 

1, 2009. In 2016 the Code underwent a second revision and was adapted to the current 

circumstances. This 2016 Code will be applicable to the financial year starting on or after 1 

January 2017. Compliance with the Code is based on the “comply or explain” principle. The 

board of directors of Kardan account for compliance with the Code in the annual general 

meeting, and provide a substantive and transparent explanation for any departures from the 

principles and best practice provisions.  The decision whether or not to adopt the provisions 

of the Code depends on the specific circumstances of each company.  Listed companies are 

required to devote a separate chapter in their statutory annual statement that is filed in the 

Netherlands ("the Dutch Statement") to a description of their corporate governance structure, 

and their manner of compliance with the Code, including explanation for noncompliance 

with certain best practice provisions. Alternatively, this information can be incorporated in a 

Corporate Governance Statement (“CGS”) that is published on a company’s website. The 

CGS is required to be directly and permanently available and reference to where it can be 

found should be taken up in the annual report. As from 2015, the Company makes use of this 

possibility. In addition, by a decree dated March 20, 2009, it was decided that, effective from 

the book year starting on or after 1 April 2008, listed companies should include in their 

financial statements a corporate governance declaration. This declaration will include 

information on the rules of corporate governance in effect in Kardan NV, the main 

characteristics of the internal audit, the main characteristics of the risk management system, 

the functioning of the general meeting of the shareholders and the main rights of the 



 

shareholders, the composition and functions of the management board and the supervisory 

board and their committees and information concerning purchase offers.  As of the reporting 

year 2009, the Company has included this in the CGS as referred to above. 

10.1.4 Following approval of the annual general meeting of shareholders held in 2012, Kardan N.V. 

adopted a one-tier Board of Directors governance structure ("one-tier Board"). Currently this 

one-tier Board consists of eight non-executive Board members and one executive Board 

member (CEO) to whom the daily management of Kardan is delegated. Notwithstanding the 

delegation of daily management to the CEO, the Board is the corporate body that bears full 

and ultimate responsibility for the management of Kardan.  

10.1.5 The Corporate Governance Code Monitoring Committee, in its annual report dated 13 

December 2012, provided some additional guidelines on how to apply the one-Board 

Governance Code, as the Code is written for a governance structure of a management board 

and a supervisory board. The Committee’s main advice in this annual report is to relate to 

members of the supervisory board as to non-executive directors, irrespective of other 

responsibilities that these non-executive directors may have. The Committee acknowledges 

that it may occur that a company cannot apply principles of the Code that apply to the 

supervisory board, to non-executive board members. If this is the case, the company should 

explain why it cannot apply such principle and relate that to the company-specific situation. 

The mere fact that a company has a one-tier Board does not constitute in and of itself a 

satisfactory explanation thereof.  

10.1.6 The Board of Kardan NV fully endorses the main principle of the Code, being that 

compliance with the Code is rather a matter of tailoring corporate governance rules specific 

to Kardan NV, than adopting pre-structured rules. In the Dutch Statement the Board explains 

where and why Kardan NV deviates from the Code and takes a pragmatic approach in 

applying the Code to its governance structure which, as stated, consists of a one-tier Board.  

10.1.7 Provisions as follows are included in the material provisions that have been adopted by 

Kardan NV: 

Persons who are members of the supervisory board or non-executive directors in five 

Dutch listed companies or more shall not be included by the Board in the list of candidates 

for appointment as non-executive Board Member. Membership on the board of one of the 

companies in the Kardan NV does not count for this purpose. Chairman of a board or 

executive board positions will count twice for this purpose. 

Persons who are a supervisory board member or non-executive board member of two 

Dutch listed companies or more or who are a chairman of a one-tier board or supervisory 

board of at least one Dutch listed company shall not be included by the Board in the list of 

candidates for appointment as CEO/executive board member. Membership on the board of 

one of the companies in the Kardan NV group does not count for this purpose. 

10.1.8 Members of the Board, as long as they serve on the Board of the Company, will accept 

positions on Boards of other Dutch listed companies only in those cases where the proper 

performance of their duties and responsibilities as directors of the Company is not 

jeopardized by the acceptance of such other positions and subject to compliance with 

legislation on maximum board positions. Members of the Board will notify the Board on any 

such other position and service. The Board will examine each case on its merits, taking into 

account the specific circumstances, and will evaluate whether the acceptance of such 



 

additional position necessitates requesting such Board Member to resign from the Company's 

Board. 

10.1.9 Kardan NV will examine, develop and assume procedures concerning risk management and 

control systems and will report this process within the Dutch Statement. 

10.1.10 In addition to the Articles of Kardan NV concerning transactions with controlling 

shareholders, the rules elaborated in the Code relating to cases of conflict of interests between 

Kardan NV and one or more of the members of the Board have been adopted.  

10.1.11 Kardan NV has decided not to adopt or not to implement in full, inter alia, the following 

provisions: 

10.1.11.1 The CEO of Kardan NV was appointed for a period of five years by the Annual General 

Meeting of Shareholders on 26 May 2016 (“AGM”). Given the fact that the activities 

and the business model of Kardan NV are long term, and given the global macro-

economic challenges at the time of the AGM, the supervisory board deemed it in the 

best interest of Kardan NV and its shareholders to appoint the CEO for a period of 5 

years. This in order to establish a long term commitment and stable management for 

the longer term. This term constitutes a deviation from the Code, as according to the 

Code the recommended period is 4 years, but Kardan NV is of the opinion that it will 

contribute in the long term to the best interests of Kardan NV and its stakeholders and 

as such adheres to the broader rationale of the Code.  

10.1.11.2 Limitation on terms of appointment: Kardan NV has not set any limitation on the 

number of periods to which non-executive members of the Board can be appointed, 

while the provisions of the code for this purpose recommend that the number of periods 

will be restricted to three periods of four years. Given the extensive knowledge and 

familiarity some non-executive Board members have with respect to Kardan NV and 

its businesses, the Company considers it in the best interest of Kardan NV and its 

shareholders not to limit the number of terms of office non-executive members may 

serve. It is noted that the general meeting of shareholders of Kardan NV will at all 

times be the designated body to appoint and re-appoint non-executive Board members. 

10.1.11.3 The best practice provisions that require supervisory board approval concerning issues 

dealing with the corporate responsibility of the corporation: as part of the Kardan NV’s 

business, emphasis is laid on creating long-term, sustainable solutions throughout the 

Kardan NV Group, with the Board’s full support. When required, the CEO will seek 

the approval of the Board with respect to the fulfilling of the Environmental Social 

Governance ("ESG") regarding the operational and financial objectives of Kardan NV 

and the strategy designed to achieve these objectives. On matters that fall within the 

managing authority of the CEO, such as operational and/or investor relations matters, 

the CEO may decide on an ESG approach without the Board’s prior approval. 

10.1.11.4 The best practice provisions concerning compensation and the composition of 

compensation of the executive member of the Board (CEO): The Board of the 

Company may decide, upon its sole discretion, to propose to grant a one-time bonus to 

the CEO, based on his achievements during the relevant year and taking into account 

his total remuneration package. options: In deviation of the Code, the former CEO, 

who effectively left the Company on September 30, 2016, could exercise 50% of the 

options granted to him after one and a half years from the effective grant date at an 

exercise price that was the average closing price of the Company’s share on the Tel 



 

Aviv Stock Exchange or on Euronext Amsterdam during three months prior to June 

30, 2015.  The former CEO exercised none of his options and as per the end of 2016 

all his options to purchase shares of Kardan have expired. No options to purchase 

shares of Kardan have been granted to the current CEO. 

10.1.11.5 The best practice provisions include provisions concerning the independence of the 

non-executive members of the Board: The Board of Kardan NV consists of a majority 

of independent non-executive Board members. In deviation from the Code, which 

determines that all the non-executive directors on the company’s Board of Directors 

shall be independent except for one director, the Board of Directors of Kardan NV has 

three non-executive members of the Board that are non-independent, being Mr. 

Grunfeld, Mr. Rechter and Mr. Schnur. The Board deems that, given the fact that they 

are the founders of the Company as well as the extensive knowledge they have 

accumulated in the areas in which the Company operates, their contribution to the 

Board is of considerable value, justifying the deviation from the Code. 

10.1.11.6 The best practice provisions include provisions concerning the duty to hold a training 

program for new non-executive board members: The Company does not see fit to 

devise a standard training program for each newly appointed non-executive Board 

member. The Board recognizes the principle that new non-executive Board members 

should be exposed and properly introduced to Kardan NV and its businesses, but, at 

the same time, takes the view that - considering the different backgrounds of various 

newly appointed Board members - such training need not necessarily take the form of 

a fixed, standard, program. If a newly appointed non-executive Board member or the 

Chairman considers it necessary or desirable, he may participate in a training program 

that covers general financial and legal matters, financial reporting within the Kardan 

Group, or any specific aspects that are unique to Kardan NV and its business activities, 

and the collective and individual responsibilities of non-executive Board members. The 

non-executive Board Members appointed in the EGM held in 2013 have not followed 

such a program, but have each been supplied with all relevant information relating to 

their responsibilities as non-executive directors as well as detailed background material 

on Kardan’s activities and minutes of recent Board meetings. 

10.1.11.7 The best practice provisions include provisions concerning transactions between 

Kardan NV and a legal entity holding at least 10% of the capital of Kardan NV: as the 

provisions on conflicts of interest as provided for in its Articles of Association and the 

Board Regulations, in combination with the provisions applying to transactions with 

holders of control, Kardan NV is of the view that suitable protection in this respect is 

provided for. 

10.1.11.8 The best practice provisions that state that meetings with analysts, presentations to 

analysts and presentations to investors will be shown in advance on the website of 

Kardan NV in the form of a press release, so that the shareholders may track such 

meetings and presentations in real time: As Kardan NV engages in frequent meetings 

with investors, it does not announce all meetings with analysts in advance on Kardan 

NV’s website and by means of press releases, and does not make provisions for all 

shareholders to follow these meetings and presentations in real time. Presentations with 

respect to the quarterly financial results are publicly announced and posted on the 

company site before the investor conference call on the respective quarterly results 

takes place. In the event that the Company provides a special presentation, this 



 

presentation is published on the corporate site of the Company and immediately 

reported in Israel, in accordance with the applicable rules. 

10.1.11.9 The best practice concerning the meetings with the external auditor: The chairman of 

the Audit Committee meets with the external auditor at least every quarter, and the full 

Audit Committee does so as often as it considers necessary, without members of the 

Executive Management being present. 

10.2 The main provisions of the European Parliament and Council Directive 2004/25/EC of 

21 April 2004 on takeover bids (13th directive) as incorporated in the Dutch Act on Financial 

Supervision (Wet op het financieel toezicht) require a shareholder acquiring, directly and/or 

indirectly, jointly or separately, more than 30% of voting rights in a Dutch public company 

of which shares are listed for trading on a regulated market in the European Union, to submit 

a public tender offer for all the shares in such company that are not held by him (“Mandatory 

Tender Offer”)35. This requirement will not apply to a shareholder who held more than 30% 

of voting rights prior to the date the new tender offer regulations came into force, not even if 

that shareholder increases his shareholding in the company after that date. This requirement 

will not apply either to a shareholder who has submitted a Mandatory Tender Offer (and 

increased his holdings to more than 30%), and is interested in acquiring additional shares in 

the company. However, if such shareholder sells some of his holdings in the company, so 

that his holdings fall below the 30% threshold and at a later stage wishes to acquire more 

shares so that his holdings will be increased to more than 30%, he will have to make a 

Mandatory Tender Offer. 

10.3 Material changes in the Dutch Companies Law in the past period and up to the date of the 

report 

In the past period, the following changes entered into force:  

10.3.1 Accounting, reporting and filing annual reports: On June 26, 2013, Directive 2013/34/EU of 

the European Parliament and the Council ("the Accounting Directive") became effective. The 

Accounting Directive canceled the Fourth Directive (78/660/EEC) and Seventh Directive 

(83/349/EEC). The purpose of the Accounting Directive is to match, simplify and renew the 

EU's Accounting Law, in order to minimize the administrative costs for small and medium-

size companies and facilitate the comparison between the annual reports. On September 30, 

2015, the Dutch Parliament passed the Accounting Directive Implementation Act to give the 

Accounting Directive validity in domestic laws (“the Law”). 

The Law applies to all legal entities that are subject to Section 2.9 of the Dutch Civil Code, 

i.e. private limited companies, public companies, cooperatives, insurance associations, 

societies and commercial corporations, and non-Netherlands companies registered as a 

foreign company.  

Effective from the financial year 2016, the financial statement preparation period for private 

limited companies has been decreased by a month. The significance is that if all the 

shareholders in private limited companies are also directors and the Articles of Association 

do not instruct otherwise, the company must file its annual financial statements within 10 

months and eight days. As a consequence of the above mentioned decrease with one month, 

                                                 
35  To the best of Kardan NV's knowledge, the duty to conduct a mandatory tender offer may also apply if the composition 

of the group controlling a Dutch public company changes. 



 

the ultimate deadline for filing of the financial statements was shortened from 13 months to 

12 months.  

Another significant change included in the Law is a re- classification of legal entities as very 

small, small, medium-size or normally large. These categories are used to classify the 

accounting requirements applicable to each company.  

The requirements of the Law with respect to reporting, auditing and submission of annual 

reports vary according to the size of the legal entity; e.g. a very small company should only 

file a limited balance sheet, whereas medium sized and large companies have to file more 

extensive reports, and should have their financial statements audited 

10.3.2 The Amended Transparency Directive (Implementation) Act: This act was passed by the 

Dutch House of Representatives and Dutch Senate in December 2015 and as a consequence 

the Financial Supervision Act (“Wft”) was amended. These amendments to the Wft entered 

into effect on January 29, 2016. The most important changes are the following: and affected 

several matters, mainly:  

 the obligation for securities-issuing institutions to state their home member state; 

 the removal of the obligation to make interim statements generally available; 

 the introduction of publication of an annual report on payments to governments for 

specific business sectors; and 

 certain changes with respect to shareholder notifications. 

Another consequence of the Amended Transparency Directive (Implementation) Act is that 

the external auditor has a more active role regarding the Board Report that forms part of the 

Annual Report. The auditor has to ascertain, and mention this in his auditors’ report, that the 

Board Report does not contain material misstatements, e.g. that the information provided by 

the Board regarding risks and corporate governance, including the ‘in-control’ statement 

regarding the containment of the financial reporting risks.  

10.3.3 As from 3 July 2016, the European Market Abuse Regulation (“MAR”) (Europese 

Verordening marktmisbruik) (Market Abuse Regulation, MAR) is applicable in The 

Netherlands. 

The requirement to announce inside information as soon as possible, except under certain 

limited circumstances, remains the same under MAR. What has changed is the introduction 

of more extensive record keeping if a decision has been taken to delay such a disclosure. 

This includes when the inside information first existed, evidence that the conditions to 

delay a disclosure have been met and a record of the persons responsible for the decision to 

delay. The company must also disclose to the AFM, once the information has been 

released, the fact that the company delayed disclosure. 

Insider Lists: Companies will still need to keep and maintain insider lists of people working 

for them and of advisors who have access to inside information. Whilst advisors may take on 

the task of drawing up and updating their own insider lists, the company remains fully 

responsible for complying with this provision. The information to be included on the insider 

list has been extended to include additional information on national identification numbers, 

personal telephone numbers and the precise time at which the person acquired the 

information. Companies may keep separate permanent and project insider lists but if the 

individual is on the permanent insider list they cannot also be on the project list as they are 

deemed to have knowledge of all inside information at all times. 



 

Closed periods: Mandatory closed periods under MAR will be the thirty days (instead of 3 

weeks) prior to the announcement of an interim or year-end report. During this time all 

directors’ and managers’ dealings are prohibited with very limited exceptions.  

10.3.4 In 2016, it was envisaged that the Act on management and supervision of legal entities (“Wet 

bestuur en toezicht rechtspersonen”) (the “Act”) would come into force. However, the act is 

still subject to approval by Dutch Parliament, and the implementation hereof has been 

suspended until 2017 (date to be determined). Main issues of the Act involve stipulations to 

improve the quality of management and supervision at associations and foundations in 

particular (i.e. the option to establish a supervisory board for all types of entities). All legal 

entities will also be able to opt for a one-tier board model. Other new articles will refer to the 

definition of a general governance guideline applicable to board members and supervisory 

directors of all Dutch legal entities, and a general harmonization of rules on decision making 

procedures in the legal entities, including a (newly) added rule of law on conflicts of interests 

for foundations and associations. 

10.3.5 The “Data Breach (Notification Obligation) Act and the extension of the power to impose 

fines” came into force on1 January 2016. This Act inserts into the Dutch Data Protection Act 

an obligation to report a data security breach. The introduction of this obligation anticipates 

the European General Data Protection Regulation, which is expected to introduce a similar 

obligation as of 2018. Furthermore, the violation of various provisions that are included in 

the Dutch Data Protection Act will be fined more heavily. The number of provisions in the 

Dutch Data Protection Act for which an administrative fine can be imposed will also be 

increased. 

10.3.6 As from 1 January 2016, it will become more attractive for employers to retain in 

employment employees who receive State pension on the basis of the General Old Age 

Pensions Act (Algemene ouderdomswet: AOW). This is to be regulated in the Working 

Beyond State Pension Age (Wet werken na de AOW-gerechtigde leeftijd) which was adopted 

by the Upper House on 29 September 2015.  

Effective 1 January 2016, the Act on Flexible working (Wet flexibel werken) (“Wfw”) came 

into force. Working from/at home and working during hours that are convenient to the 

employee should be made easier. An employee, employed at least 26 weeks, can request his 

employer to change certain working conditions. The Wfw is not applicable to companies 

with less than 10 employees. 

 As from 1 July 2015, every employee will receive the same compensation – “transition 

compensation” – in case his contract is terminated on the condition that his contract lasted at 

least two years. The maximum transition compensation amounts to EUR 76,000 (amount for 

2016, can be increased every year) or 1 gross annual salary if this is higher. 



 

14. Material Agreements 

14.1 For a description of the Revised Deeds of Trust between Kardan NV and the holders of the 

debentures (Series A) and holders of Debentures (Series B), see Section 12.1.3 above (and 

all its sub-section).  

14.2 For a description of material agreements in the areas of activity of the Kardan NV companies, 

see the material agreements sections in the sections describing the areas of activity of Kardan 

NV and in this section. 

14.3 Agreement to sell GTC Holding's holdings in GTC Poland 

14.3.1 On November 16, 2013, GTC Holding entered into an agreement to sell its full holdings 

(27.75%) in GTC Poland to Lone Star Real Estate Fund III ("Buyer") in return for EUR 160 

million (“Transaction” and “Purchase Agreement”, respectively).  

14.3.2 The Transaction was completed on November 22, 2013 when the Buyer transferred a total 

of EUR 150 million to GTC Holding in cash against 27.75% of GTC Poland's capital). The 

balance of EUR 10 million was transferred in cash to GTC Holding on December 13, 2013. 

14.3.3 The acquisition agreement included a claw back mechanism under which, if GTC Poland 

fails to meet two business goals set out in the agreement (one by March 31, 2015 and the 

other by December 31, 2015), GTC Holding will be required to refund a total of EUR 3.15 

million to the Buyer for non-compliance with each one of the goals. For further details see 

Note 5(B)(1) of the financial statements. 

14.3.4 On April 14, 2015 and January 15, 2016, Kardan NV and GTC Holding received demands 

the Buyer for payment of a total amount of EUR 6.3 million. Later, the Buyer filed a lawsuit 

against Kardan NV, claiming that as guarantor of GTC Holding's liabilities Kardan NV must 

pay it the first claw back payment of EUR 3.15 million. On February 17, 2016, Kardan NV, 

GTC Holding and the Buyer signed a settlement agreement, under which GTC Holding will 

pay the Buyer EUR 4 million against the Buyer's waiver of all its present and future lawsuits, 

demands and claims against Kardan NV and GTC Holding with respect to the Buyer's alleged 

right to receive payment under the claw back mechanism, and mutual cancellation of all 

measures taken by the parties in this matter. 

For further information, see Note 5B(1) of the financial statements. 

15. Judicial proceedings 

As at the report date, Kardan NV is not party to any material judicial proceedings. 

16. Objectives and business strategy 

16.1 Strategy 

Kardan NV is a holding company that engages in entrepreneurship and developing business 

in emerging markets through subsidiaries and related companies. As of the report date, 

Kardan’s focus is to create medium- to long-term value, as well as to generate cash to serve 

the debt of Kardan NV in the short term.  

Generally, the Group’s aim is to create value for its shareholders by identifying business 

opportunities in emerging markets, developing them and materializing cash from these 

assets. Due to Kardan NV's undertaking under the revisions of the Deeds of Trust, until 55% 

of the par value of the Debentures (Series A and B) is repaid Kardan NV is focusing on 



 

disposal of assets as they vest, for repayment of the debt to the Debentures Holders in parallel 

to ongoing improvement of the assets which it holds. 

16.2 The major business goals of Kardan  

Pursuant to its strategy, Kardan NV Group intends to focus on the following business goals: 

To reduce Kardan NV debt by means of dividend payments or direct sales of assets in 

accordance with the formulated strategy. 

To improve the operating results of the subsidiary companies by improving business, 

increasing revenue and streamlining processes.  

To grow the existing businesses and in due course, subject to the Revised Deeds of Trust, to 

consider the possibility of entering new markets.  

17. Outlook for 2017 

For information regarding the forecast for development in the forthcoming year, see the 2017 

Outlook section in the Board of Directors’ Report.  

18. Information on events subsequent to the reporting date of the statement of financial 

position 

See the Directors’ Report for the events which occurred subsequent to the reporting date of 

the statement on financial position. 

19. Discussion of risk factors  

The activity of Kardan NV features the following major risk factors: 

19.1 Macro risks  

19.1.1 Investments in emerging markets – Kardan strategy is to focus on emerging markets where 

it initiates, develops and manages cash generating assets and projects. Kardan NV Group is 

active in real estate, executes water infrastructure and agricultural projects Africa, Asia, 

Central and Eastern European countries and other emerging markets globally, and also holds 

(indirectly) a company in Ukraine that has the concession to lease vehicles from AVIS. 

Kardan’s business is consequently exposed to a relatively high degree of entrepreneurial, 

geopolitical and legal risks inherent to these markets which by nature have a different risk 

profile than developed markets. A slowdown in development of those markets and 

geopolitical changes in these countries could materially impair the business of Kardan NV 

and its business results.   

19.1.2 Judicial systems and regulation in the countries of operation - Kardan NV operates in many 

diversely regulated markets and market segments and is consequently exposed to the risk 

that changing laws and regulations may threaten its capacity to consummate important 

transactions, enforce contractual agreements or implement specific strategies and activities. 

19.2 Sector risks  

19.2.1 Exchange, inflation and interest rate fluctuations – Kardan NV has a significant leverage rate 

that leads to dependence on external finance. In addition, Kardan NV is exposed to changes 

in emerging markets, especially in China, fluctuations in the exchange rates of the different 

currencies in which Kardan NV conducts its business and fluctuations in the interest and 

inflation rates may affect the value of Kardan NV Group’s assets, the amount of its liabilities, 

the value of its securities, its results and its financial position, and accordingly, may also 



 

affect Kardan NV’s capacity to meet its liabilities and financial covenants. It is noted that 

Kardan NV reports its results in Euro, whereas it has NIS-denominated debts and most of its 

assets are denominated in Chinese Yuan. This balance sheet exposure is not hedged.  

19.2.2 Safety and Hygiene - the unique operating segments of Kardan NV Group's companies, the 

nature of their activity and the geographic regions in which they operate are exposed to safety 

and hygiene risks. Such incidents may expose Kardan NV Group's employees and/or 

customers to bodily, emotional and economic harm and may even impair its reputation and 

financial situation. 

19.2.3 Fraud and unlawful acts - Kardan NV is a holding company with a decentralized structure. 

Accordingly, its main business operations are carried out by its investee companies located 

in various geographical regions, mainly in emerging markets. There is a risk that fraud and 

unlawful acts may be performed by directors, employees or other third parties (including at 

subsidiaries, second-tier subsidiaries and initiatives with third parties) exposing Kardan NV 

to fines, sanctions, loss of customers, losses and impairing its reputation and that of the other 

Kardan NV Group companies.   

19.2.4 Project management – Kardan NV’s operations involve project management, both in real 

estate and in water infrastructures. Accordingly, there is a risk that mismanagement of 

projects could impair achievement of Kardan NV Group's goals, its financial situation and 

its operating results. In this regard, it is noted that there are several significant the real estate 

and water infrastructure projects and mismanagement of one or more of them may impair 

Kardan NV Group’s results. 

19.2.5 Market concentration - Kardan NV Group's real estate operations are carried out in China. 

The water infrastructure operations are more decentralized (mainly in emerging markets), 

but are also characterized by several large projects in East-Central European countries and 

Africa (see, for example, the 7-year management agreement signed with respect to a project 

in Angola), and any change in the assessments with regard to them may affect Kardan NV 

Group’s results. Accordingly, Kardan NV Group is exposed to changes in these markets and 

geographical regions as well as economic and political developments in these regions. 

19.2.6 Planning and budgeting - budgeting and planning are critical for all companies. The 

reliability of budgets depends on the management's ability to plan and supervise together 

with assessment of the conditions of the market (geographic) and industry in which they 

operate. Kardan NV is faced with several budgeting elements, such as periodic appraisal of 

the value of investment real estate assets, which are affected by macro-economic 

developments and consumer sentiment as well as tenders for water infrastructure projects, 

which may be delayed. These elements lead to uncertainty regarding Kardan NV's activity 

and the value of its assets, making it extremely difficult to plan its budget (with attention to 

the enormous difficulty in foreseeing or managing them). 

19.2.7 Competition and customer needs - customer needs and demands change according to market 

and technological developments. Furthermore, development and financial improvement of 

the emerging markets, which are Kardan NV's target markets, may lead to intensification of 

the competition with which Kardan NV contends. Considering that the industry and Kardan 

NV's operations are characterized by long-term activity and investments, the ability to 

change the focus of its strategy or to move to different markets is extremely limited. 



 

19.3 Unique risks  

19.3.1 Availability of capital – Kardan NV has a substantial debt to its debenture holders. Under the 

Company’s plans, the cash flows for repayment of this debt are expected to reach from its 

subsidiaries through distribution of a dividend or repayment of shareholders loans and the 

sale of assets. The availability of capital, from the equity and debt aspects, is challenging for 

the entire Kardan NV Group. Accordingly, Kardan NV Group is exposed to the risk of non-

availability of sufficient capital, which may impair Kardan NV’s ability to repay its debts, 

reach its goals and develop its business.  

19.3.2 Dependence on business partners – A significant part of Kardan NV’s business is performed 

through investee companies and projects it holds together with partners which do not belong 

to Kardan NV Group. Therefore, Kardan NV Group is exposed to the risk that such 

partnerships, which may not operate efficiently, will affect its capacity to implement its 

business strategy for example, due to the need to receive the consent of these third parties in 

certain circumstances or for certain decisions. 

19.3.3 Fulfillment of financial reporting and other reporting requirements by law – Kardan NV has 

a substantial number of subsidiaries operating in emerging markets and various geographic 

regions, which are subject to different laws and various reporting requirements. Kardan NV 

is also subject to stringent reporting requirements due to being listed on two stock exchanges. 

In view of the fact that its operations are subject to various laws and regimes (including in 

Israel, the Netherlands, China, etc), Kardan NV is exposed to the risk of not receiving 

relevant and reliable information from internal or external entities for the purpose of 

reporting to investors (financial statements, regulatory reports, etc.), which could lead to 

inaccuracies in Kardan NV Group’s financial statements and reports, and to a situation where 

the information is not reported equally to the entire investor population both in Israel and 

abroad. 

19.3.4 Non-compliance with financial covenants – Kardan NV or its subsidiaries undertook various 

financial covenants regarding the loan agreements which Kardan NV or its subsidiaries are 

a party to. As of December 31, 2016, and close to the date of this report, Kardan NV (solo) 

and its subsidiaries are in compliance with all of the financial covenants with which they 

undertook to comply (based on the financial statements as of December 31, 2016)36. Failure 

to comply with these covenants may result in a demand by Kardan NV and its subsidiaries’ 

creditors for early repayment of these loans, which would require Kardan NV or its 

subsidiaries to quickly realize assets or raise equity or foreign capital under conditions 

suitable for a company that fails to meet financial covenants. It is noted that some of Kardan 

NV’s loans contain conditions relating to cross-defaults, whereby, if one of the Kardan NV 

loans is repayable immediately, this will result in an immediate repayment option of 

additional loans. 

  

                                                 
36 For information regarding the compliance of investee companies with their obligations under the financing agreements, 

including compliance with financial covenants provided with respect to material loans, see the description of the areas of 

activity. 



 

The following table is based on Kardan NV’s estimates regarding the type and degree of 

effect of the above detailed risk factors on the business affairs of Kardan NV:  

Risk factors 
Degree of effect 

Major Medium Minor 

Macro risks    

Investment in emerging markets X   

The legal and regulatory systems in countries of operation X   

Sector related risks    

Exchange, inflation and interest rate fluctuations X (*)   

Safety and hygiene   X 

Fraud and unlawful acts X   

Project management X   

Market concentration X   

Planning and budgeting X   

Competition and customer needs X   

Unique risks    

Availability of capital X (*)   

Dependence on business partners  X  

Compliance with mandatory financial and other reporting requirements   X  

Non-compliance with financial covenants X   

 

(*) The Company considers these risks to have a critical impact on its operations. 

For specific risk factors in the different areas of operation, see the risk factor sections in the 

chapters describing Kardan NV’s areas of operation. 
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Company name: Kardan NV – a company incorporated in the Netherlands 

("Kardan NV" or “the Company”)) 

  

Company ID with Registrar  

of Companies in the Netherlands: 

34189974 

  

Address (Regulation 25a): Claude Debussylaan 30, Viñoly Building, 1082 

MD Amsterdam, The Netherlands 

In Israel: 

154 Derech Menachem Begin, Tel Aviv 64921-  c/o Adv. 

Naama Ehrlich Katz 

  

Email address (Regulation 25a): info@kardan.com (regulation 25A) 

  

Telephone no. (Regulation 25a): In the Netherlands:  +31-20-3050010 

In Israel: 03-6083444 

  

Fax no. (Regulation 25a): In the Netherlands: +31-20-3050011 

In Israel: 03-6083434 

  

Balance sheet date: December 31, 2016 

  

Report date: March 23, 2017 

  

Report period: 1) January 1, 2016 - December 31, 2016 

  

 2) January 1, 2017 – March 22, 2017 

 



 

 

1. Regulation 10a: Condensed statements of comprehensive income  

The following table provides a summary of comprehensive income of Kardan NV for each 

quarter in the reporting year, euros in thousands. 

 
First quarter Second quarter 

Third 

quarter 
Fourth 

quarter 
Total - 2016 

Revenues, apartment sales 133 203 296 129 761 

Work performed 29,639 29,738 27,910 42,378 129,665 

Rental and maintenance fees  867 925 978 962 3,732 

Other revenues 1,052 3,450 1,065 1,078 6,645 

Expenses, cost of apartment sales 119 191 273 93 676 

Cost of work performed 24,927 24,809 23,213 35,663 108,612 

Maintenance of rental properties 366 422 501 204 1,493 

Other expenses, net 1,646 1,306 1,276 1,327 5,555 

Gross profit 4,633 7,588 4,986 7,260 24,467 

Sales and marketing expenses 1,951 1,989 2,386 1,801 8,127 

General and administrative expenses 4,853 4,546 5,152 5,618 20,169 

Gain (loss) from activity before adjustments, fair value 

and realization of assets (171,2)  1,053 (2,552)  (159) (3,829)  

Increase (decrease) in value of real estate for investment, net - (408)  - (2,180)  (2,588)  

Gain (loss) from realization of assets and other revenue (36)  1,123 (1,666)  (521)  (1,100)  

Gain (loss) before finance and taxes on income (2,207)  1,768 (4,218)  ((2,860) (7,517)  

Finance income (expense), net (2,692)  (10,396)  (16,923)  (19,214)  (49,225)  

Gain (loss) before Company share in gains of included 

companies, net  

(4,899)  (8,628)  (21,141)  (22,074) (56,742)  

Share in gains (losses) of included companies, net 3,337 (3,313)  2,205 640 2,869 

Gain (loss) before taxes on income (1,562)  (11,941)  (18,936)  (21,434) (53,873) 

Taxes on income (tax benefit) (796)  (450)  (477)  663 (1,060)  

Net gain (loss) from continuing operations (766)  (491,11)  (18,459)  (22,097) (52,813) 

Income from discontinued operations 2,383 3,925 15,179 - 21,487 

Net gain (loss)  1,617 (7,566)  (3,280)  (22,097) (31,326) 

Attributable to: Company shareholders  1,912 (7,782)  (3,349)  (22,111) (31,330) 

Minority interest (952)  216 69 14 4 

Statement of comprehensive income, net gain (loss) 1,617 (7,566)  (3,280)  (22,101) (31,330) 

Other comprehensive income (loss): 

Adjustments stemming from translation of financial 
statements of foreign operations (10,140) (262) 209 9,252 (941) 

Gain (loss) for cash flow hedging transactions net of tax 
effect (217) (300) (372) (473) (1,362) 

Other comprehensive income (loss), net (10,357) (562) (163) 8,779 (2,303) 

Total comprehensive income (loss) (8,740) (8,128) (3,443) (13,318) (33,629) 

Attributable to: Company shareholders (8,009) (9,211) (3,200) (13,396) (33,816) 

Minority interest (731) 1,083 (243) 78 187 

2. Regulation 10c: Use of proceeds from securities in reference to designated proceeds as 

per the prospectus 

Not relevant. 



 

 

3. Regulation 11 (1)-(3) List of investments in material subsidiaries and affiliated companies at the date of the statement of 

financial standing1 

No. Company name 
Share 

type 

No. of 

shares2 

Total 

securities3 

Value in separate 

financial statement 

(euros in millions) 

Loans (euros 

in millions) 

% in 

capital4 

% in 

voting5 

% in power to 

appoint 

directors6 

1. GTC Real Estate Holding B.V. 

(Netherlands) 
Ordinary  18,000 EUR 18,000 276.4 (14.5) 100 100 100 

2. Kardan Land China Limited 

(“Kardan Land China”) (Hong 
Kong) 

Ordinary  8,2504  HKD 48,250 Included in 1 Included in 1 100 100 100 

3. Kardan Land Dalian (HK) Limited 
(Hong Kong)  

Ordinary  99 HKD 100 Included in 1 Included in 1 100 100 100 

4. 
Kardan Land Dalian (China) Ordinary  

990,000,
000 

RMB 
990,000,000 

Included in 1 Included in 1 100 100 100 

5. Kardan Financial Services B.V. 
(“KFS”) (Netherlands) 

Ordinary  
42,010,0

38 
EUR 

15,123,614 
36.6 - 100 100 100 

6. Tahal Group International B.V. 
(Netherlands) 

Ordinary  24,700 EUR 24,700 40.2 - 98.43 98.43 100 

7. Tahal Group B.V. (Netherlands) Ordinary  18,160 EUR  18,160  Included in 6 Included in 6 98.43 98.43 100 

8. Tahal Consulting Engineers Ltd. 

(Israel) 
Ordinary  1,101 NIS 110 Included in 6 Included in 6 98.43 98.43 100 

9. Tahal Group Assets B.V. 

(Netherlands) 
Ordinary  18,000 EUR  18,000  Included in 6 Included in 6 98.43 98.43 100 

10. Emerging Investments XII B.V 

(Netherlands) 
Ordinary  18,000 EUR  18,000  53 .5  - 100 100 100 

 

 

                                                           
1  All the companies listed in the table are private companies. 
2  The number of shares presented in this column is presented for the holding company. 
3  The total number of securities presented in this column is presented for the holding company. 
4  The percentages of holdings of capital presented in this column are tiered and do not include possible dilution for convertible securities. 
5  The percentages of holdings of voting presented in this column are tiered. 
6  The voting percentages of the power to appoint directors presented in this column relate to the power to appoint directors which is granted to the holding company. 



 

 

4. Regulation 12: Changes in investments in material subsidiaries and affiliated 

companies in the reporting year: 

A. On February 24, 2016, Kardan Financial Services B.V. (“KFS”), a wholly owned 

subsidiary of the Company, entered into an agreement for the sale of all of all its 

holdings (100%) in the subsidiary TBIF Financial Services (“TBIF”) to an international 

company (“the Purchaser”). Pursuant to the terms of the transaction, it was determined 

that upon the transaction completion date, the Purchaser would pay to KFS the sum of 

approximately 69 million euros. After the transaction date, this sum is expected to be 

updated so that an additional sum will be paid by the Purchaser or by KFS, based, 

among other things, on TBIF’s profit/loss as accumulated between January 1, 2016 and 

the transaction completion date. To guarantee payment of the updated consideration to 

KFS, on the transaction completion date, a pledge was recorded in favor of KFS on part 

of the sold TBIF shares. Moreover, prior to the transaction completion date, TBIF 

transferred to KFS a number of assets with an estimated value of approximately 23 

million euros. 

Accordingly, in August 2016, the Purchaser paid to KFS the sum of approximately 69 

million euros, and in October 2016, the Purchaser paid to KFS an additional sum of 

approximately 13 million euros. Moreover, the pledge was removed from the TBIF 

shares. For further details, see Section 11.1.3 of Part A of the report and see also 

immediate reports published by the Company on March 15, 2016, May 29, 2016, 

August 11, 2016 and October 26, 2016 (whose reference numbers are 2016-01-006273, 

2016-01-036231, 2016-01-101812 and 2016-01-068580 respectively), which are 

included in this report by way of reference. 

B. On January 15, 2015, Tahal Group Assets B.V. (“TGA”,) a second-tier subsidiary, in 

which the Company indirectly holds 98% of its shares, entered into an agreement with a 

third party for the sale of all its holdings (100%) in the subsidiary Kardan Water 

International Group Ltd. (“KWIG”), in consideration of RMB 630 million 

(approximately 86 million euros), and repayment of all the shareholder loans totaling 42 

million euros granted to KWIG by Kardan Group companies. 

The terms of the transaction specified that it would be accomplished in two phases. The 

first phase in which 75% of KWIG shares were transferred was completed in 2015. The 

second phase for the transfer of an additional 25% of KWIG shares was completed in 

June 2016. Moreover, TGA completed the tax payment for the first part of the 

transaction and consequently, pursuant to the agreement between the parties, the sum of 

the deposit made for tax payment purposes for the sale of the remaining 25% of KWIG 

shares was reduced from USD 10 million to USD 1.7 million. For further details, see 

Section 8.16.1 in Part A of the report and see also immediate reports published by the 

Company on January 15, 2015, January 19, 2015, March 6, 2015, June 30, 2015 and 

September 24, 2015, June 3, 2016 and June 30, 2016 (whose reference numbers are 

012406-01-2015 ; 01430-01-2015 2; 045298-01-2015 ; 061296-01-2015 , --2015

01125124, 2016-01-043941 and 2016-01-071302 respectively), which are included in 

this report by way of reference. 



 

 

5. Regulation 13: Revenues of material subsidiaries and affiliated companies and revenues therefrom:  

Company 

name 

Net income (loss) for the year Comprehensive income (loss) 

for the year Dividend  Financing revenues (expenses) Management fees 

Attributable to 

Company 

shareholders  

Attributable to 

non-controlling 

interests 

Attributable to 

Company 

shareholders  

Attributable 

to non-

controlling 

interests 

For 2016 

From January 

1, 2017 until 

publication of 

the report 

For 2016 

From January 1, 

2017 until 

publication of 

the report 

For 2016 

From January 

1, 2017 until 

publication of 

the report 

GTC Real 

Estate Holding 

B.V. 

(19,620) - (28,089) - - - - - 404 - 

Tahal Group 

International 
B.V. 

834 (9) 2,840 164 23,774 - - - 99 - 

Kardan 

Financial 
Services B.V. 

23,107 - 27,832 - 43,208 5,000 - - 200 - 

Emerging 

Investments XII 

B.V. 

19,740 - 19,740 - 100,758 - - - - - 

 

 

 



 

 

6. Regulation 14: List of loans: 

Not relevant.  

7. Regulation 20: Trading on the Tel Aviv Stock Exchange Ltd.  

 In July 2016, the Company performed an early redemption of its debentures (Series 

A) and (Series B) and consequently paid NIS 40,805,360.99 to the holders of its 

Series A debentures and NIS 70,135,519.62 to the holders of its Series B 

debentures. For further details, see the immediate report published by the Company 

on July 24, 2016, whose reference number is 2016-01-089014), and which is 

included in this report by way of reference. 

 In September 2016, the Company performed an early redemption of its debentures 

(Series A) and (Series B) and consequently paid NIS 126,854,456 to the holders of 

its Series A debentures and NIS 137,122,098 to the holders of its Series B 

debentures. For further details, see the immediate report published by the Company 

on September 4, 2016, whose reference number is 2016-01-116860), and which is 

included in this report by way of reference. 

 In November 2016, the Company performed an early redemption of its debentures 

(Series A) and (Series B) and consequently paid NIS 26,143,242.85 to the holders of 

its Series A debentures and NIS 37,994,386.58 to the holders of its Series B 

debentures. For further details, see the immediate report published by the Company 

on November 15, 2016, whose reference number is 2016-01-078045), and which is 

included in this report by way of reference. 

 In October and December 2016, 2,282,624 shares granted to a Company employee 

whose tenure had ended expired. For further details, see immediate reports 

published by the Company on October 4, 2016 and December 31, 2016, whose 

reference numbers are 2016-01-058386 and 2016-01-093780 respectively, which are 

included in this report by way of reference. 

 In January and February, 2017, after the balance sheet date, 99,635 options granted 

to two employees whose tenures had ended, expired. For further details, see the 

immediate reports published by the Company on January 24, 2017, February 8, 

2017 and February 22, 2017, whose reference numbers are 2016-01-008272, 2017-

01-012427, 2017-01-012430 and 2017-01-016162 respectively, which are included 

in this report by way of reference. 

 Excluding planned trading halts, no trading halts were recorded in the reporting year.  

 



 

 

8. Regulation 21: Compensation for interested parties and senior executives 

8.1 The five highest-paid senior executives in the Company and its subsidiaries: 

Details of compensation recipients 
Compensation for services 

(euros in thousands) 
Total 

(includes 

share-based 

payment) 

(euros in 

thousands) 

Total 

(excludes 

share-

based 

payment) 

(euros in 

thousands) 

Name Position 

Full-time 

or part-

time 

position 

Percentage 

holding in 

corporation’s 

capital 

Salary 

 

Bonus 

 

Share-

based 

payment 

Management 

fees 

1. Ariel Hasson CEO and Director of Kardan NV 

Former CEO and Member of 

Management Board of TBIF Financial 
Services B.V. 

10 %0  

 

- 163 (A) 

(C) 

100 (B) 511 (D) (A) 962 451 

2. Saar Bracha Member of Management Board and CEO 

of Tahal Group International B.V.  

CEO of Tahal Consulting Engineers Ltd. 

%50  

 

%50  

- 242 (E) 132 (F) 286 (G) (E) 766 581 

3. Shouky 

(Yehoshua) Oren  

Former CEO of Kardan NV7 100% 0.098% 421 (H) - (I) - (J)  421 421 

4. Walter Van 

Damme  

CEO of Kardan Land China Ltd. %100  -  407 (K) 92 (L) - - 499 499 

5. Guy Elias Vice President of Business Development 

and former Deputy CEO of Kardan NV9 

100% - 292 (M) 75 (N) 3 (O) - 367 370 

 

 

                                                           
7  On April 15 Mr. Oren terminated his tenure in Kardan NV. For further details, see the immediate report published by the Company on March 16, 2016 (reference 

number 2016-01-007410), which is included in this report by way of reference. 
8  The percentage of holdings of an officer upon termination of his employment. As noted above, Mr. Oren still serves as an officer in the Company and so is not 

obligated to make reports. 
9  Mr. Elias terminated his tenure in the Company on January 4, 2017. For further details, see the immediate report published by the Company on November 29, 2016 

(reference number: 2016-01-083514), which is included in this report by way of reference. 



 

 

Notes:  

a) Pursuant to the employment agreement and services agreement with a company under 

his control, as compensation for the tenure of Mr. Ariel Hasson (“Mr. Hasson”) as 

CEO of the Company since April 15, 2016, and as its executive director10, the 

Company pays Mr. Hasson a fixed monthly salary at an annual cost of approximately 

355,000 euros for services supplied to the Company in the Netherlands and for 

consulting services, most of which relate to the operations and investments of the 

Kardan Group outside the Netherlands. This monthly salary comprises the standard 

social benefits and fringe benefits, including vehicle and a cell phone. Each party to 

these agreements may terminate the agreement by giving six (6) months’ notice (in this 

paragraph: “the Notice Period”). If Mr. Hasson elects to terminate the agreement at 

any time after December 31, 2016, he will be entitled to payment for the Notice Period, 

as long as he continues to provide services to the Company, unless the board of 

directors decides that Mr. Hasson’s services are not needed in the Notice Period, and in 

this event he will be entitled to full payment for this Notice Period. If the Company 

decides to terminate the agreement at any time, Mr. Hasson will be entitled to full 

payment for the Notice Period, even if he is requested by the Company not to provide 

services to the Company in this period. If Mr. Hasson terminates his tenure in the 

Company “for cause”, as the term is defined in the agreement with him, he will not be 

entitled to the above-mentioned conditions regarding payments owed to him in the 

Notice Period11. 

b) Under the terms of his employment, the Company's board of directors may offer to 

grant Mr. Hasson a bonus for each calendar year, based on his achievements in that 

year, and taking into account the total compensation package. Such an offer from the 

board is subject to approval from the Company's general meeting. Pursuant to approval 

from the Company's general meeting on May 26, 2016, for the years 2016 and 2017, 

Mr. Hasson is entitled to receive annual bonuses of 100,000 and 200,000 euros 

respectively, which will be awarded to him if he achieves the specific targets set for 

him by the Company's board of directors, the principal ones being compliance with the 

Company's debt repayments totaling 107 million euros in February 2017 and the 

projected 109 million euros in February 2018. In January 2017, the Company paid Mr. 

Hasson the bonus in the above-mentioned sum to which he was entitled for 2016 after 

it was confirmed that he had achieved the targets set for the award of the bonus. 

c) Until August 11, 2016 Mr. Hasson served as CEO and member of the management 

board of TBIF12. Pursuant to the employment and management agreements between 

Mr. Hasson and TBIF, which until this above date was wholly owned (indirectly) by 

Kardan NV, for his above-mentioned service, Mr. Hasson was entitled to 

                                                           
10  It is noted that on May 26, 2014, the Company's general meeting appointed Mr. Hasson as executive director of the 

Company. 
11  For further details of approval of Mr. Hasson’s annual compensation by the Company's general meeting, see the 

immediate reports published by the Company on April 14, 2016 and May 26, 2016 (reference numbers: 2016-01-049327 

and 2016-01-35538 respectively. 
12  On October 26, 2016, an agreement for the sale of all the Company's holdings in TBIF was completed. See the 

immediate report published by the Company on October 26, 2016 (reference number: 2016-01-067674), which is 

included in this report by way of reference, and see Section 11.1.3 in Part A of this report. 



 

 

compensation from TBIF comprising a monthly salary, the social benefits and fringe 

benefits customary in TBIF, including a cell phone, vehicle, payment of rental and 

tuition fees incurred as a result of his relocation. 

d) In March 2012, a compensation agreement (in this section, “the Compensation 

Agreement”) was signed by Mr. Hasson and his private company and TBIF13 under 

which the following compensation components were granted to Mr. Hasson:  

[1] Phantom options in TBI Bank EAD (“TBI Bank”) constituting 4% of TBI Bank’s 

share capital, subject to various provisions regarding future investments in TBI Bank. 

The options were exercisable in four equal tranches, from June 30, 2012 through June 

30, 2015. The value of the exercise price was determined on the exercise date based on 

a mechanism deriving from profit multipliers and capital multipliers customarily used 

by banks trading in the region on the exercise date. Following the agreement for the 

sale of TBIF14, it was agreed with Mr. Hasson that the value of these phantom options 

would be based on the value of the transaction. Consequently, in the reporting year, the 

sum of 1.9 million euros was paid to Mr. Hasson, most of the provision for which had 

already been made by the Company. 

[2] Phantom options in other KFS operations (at the moment, primarily operational 

leasing in the Ukraine) ranging from between 2%-4% of the share capital of these 

operations, subject to various provisions relating to future investments in these 

operations. The options vested in four equal tranches, from June 30, 2012 through June 

30, 2015. In the reporting year, a provision of 245 thousand euros was recorded for 

these options. 

[3] If KFS invests in a new venture which is not part of the above operations, Mr. 

Hasson will be entitled to receive phantom options totaling 4% of said venture under 

an agreement between the parties and pursuant to the principles set out in the 

compensation agreement. This agreement also states that if any of the companies in 

respect of which phantom options have been granted is a listed company on the date of 

exercise of the options, KFS will be entitled to convert the exercise of the options into 

a grant of shares in the listed company.  

Pursuant to the compensation agreement, if the tenure of Mr. Hasson is terminated, the 

phantom options granted to him will expire within 60 days from the termination date. 

Moreover, if his tenure is terminated “for cause”, they will expire and will not confer 

any right on Mr. Hasson. The agreement also contains additional incentives for Mr. 

Hasson, including compensation determined as a percentage of the collection of the 

Group’s historical debts.  

e) In 2012, Tahal Group International B.V. (“TGI”) entered into agreements, which were 

updated in 2015, with Mr. Saar Bracha (“Mr. Bracha”) and with a foreign company 

owned by him (in this paragraph and in paragraphs F and G: “the Service Provider”). 

                                                           
13  This undertaking was given to Mr. Hasson by TBIF, but after the sale described in Section 11.1.3 in Part A of this report, 

this undertaking was assigned to KFS. 
14  On October 26, 2016, an agreement for the sale of all the Company's holdings in TBIF was completed. For further 

details, see footnote 12 above and also Section 11.1.3 in Part A of this report. 

 



 

 

Under these agreements, since September 1, 2011 (in this paragraph: “the Record 

Date”), Mr. Bracha has served as a member of the Management Board of TGI and the 

Service Provider provides consulting and management services to TGI (through Mr. 

Bracha). For the services provided by Mr. Bracha he is entitled to a salary and 

management fees which are linked to the Dutch CPI and Mr. Bracha is also entitled to 

incidentals incurred during the performance of his duties. The agreements are valid 

until August 31, 2018, but each party may terminate it at any time by giving three 

months’ notice (in this Note: “the Notice Period”). In addition to the Notice Period, 

upon termination of the agreement (unless the agreement is terminated “for cause”, as 

this term is defined in the agreements), the Service Provider is also entitled to an 

adjustment bonus in the sum of the management fee for four months.  

Under the employment agreement, signed in February 2012 and amended in 2015, 

between Mr. Bracha and Tahal Consulting Engineers Ltd. (“Tami”), since the above 

Record Date, Mr. Bracha has also served in a part-time role as CEO of Tami, where he 

receives a monthly salary, the standard social benefits and other fringe benefits, 

including a cell phone and a vehicle (fully grossed-up for tax purposes). The 

employment agreement is valid until August 31, 2018, but each party may terminate it 

at any time by giving three months’ notice (in this comment: “the Notice Period”). In 

addition to the Notice Period, upon termination of the agreement (unless it is 

terminated “for cause”, as this term is defined in the agreement), Mr. Bracha is also 

entitled to an adjustment grant in an amount equivalent to the sum of his salary for 

three months. For the first quarter of 2017, Mr. Bracha is entitled to receive for his 

above-mentioned service, a total of 60 thousand euros (salary and incidentals, not 

including bonus and share-based payment provisions) and 52 thousand euros for 

management fees. 

f) Since 2016, the Service Provider is entitled to an annual bonus of 3% of TGI’s annual 

pre-tax profit, based on its audited consolidated financial statements for each year. This 

bonus will be paid to the Service Provider within 30 days of the approval date of TGI’s 

annual statements. If Mr. Bracha’s tenure is terminated during the year, he will be 

entitled to a proportional share of the above-mentioned bonus15. 

g) In August and September 2012, Mr. Bracha and the Service Provider (“the Offerees”) 

were granted 797 TGI options (approximately half of which were granted under the 

provisions of Section 102 of the Income Tax Ordinance [New Version], 1961) 

(“Section 102 of the Income Tax Ordinance”), exercisable into TGI shares, which 

constitute approximately 3% of the issued and paid-up share capital of TGI (in this 

Note: “the First Options”). Under the terms of the First Options, each tranche has 

vested and they will be exercisable until December 31, 2017. The exercise price of 

each option is 1,456 euros (after adjustments).  

The Offerees will be entitled to choose between two ways of exercising the First 

Options: (a) receipt of the full quantity of shares resulting from the exercise of the First 

Options, against payment of the exercise price in full; and (b) receipt of shares to the 

value of the benefit component only, plus the par value of the shares, against payment 

                                                           
15  Until 2016, the Service Provider was entitled to a bonus of 2% of this annual profit. 



 

 

of the par value of the shares to be granted to them (cashless exercise). In the event of 

termination of the agreement between the parties, the Offerees will be entitled to 

exercise the First Options for a period of up to one year from the date of the 

termination of the agreement between the parties. Moreover, during this period of one 

year from the date of termination of the agreement between the Offerees and Tami 

and/or TGI and/or another company in the TGI Group, and as long as TGI shares have 

not been issued to the public, the Offerees will have the right to convert the shares they 

receive from exercise of the First Options into shares of Kardan NV, under the 

conditions set out in the agreement. In addition, in March 2016, the Offerees were 

granted 560 TGI options (approximately half pursuant to Section 102 of the Income 

Tax Ordinance, in the capital gains track), which are exercisable into TGI shares, and 

which constitute approximately 2% (at full dilution) of the issued and paid-up share 

capital of TGI, (in this Note: “the New Options”). The New Options will vest in four 

equal tranches from May 31 of each of the years 2015-2018. The Offerees may 

exercise the New Options from their vesting date until May 31, 2021, and upon the 

occurrence of certain events, the vesting period of the New Options will be accelerated. 

The exercise price of each option is set at USD 2,590. The New Options are 

exercisable in a manner identical to that of the First Options, as described above. If the 

agreement between the parties is terminated, as set out above, the Offerees are entitled 

to exercise the New Options for a period of up to one year from the date of termination 

of the agreement. Moreover, in addition to signature of the agreements to grant the 

New Options, the Company and the Offerees signed put option agreements. Under 

these agreements, for a period of up to one year from the date of termination of the 

agreement and under circumstances set out therein, the Offerees will have the option of 

selling to Kardan N.V. the shares they received from exercise of the New Options in 

consideration of cash under terms and at a price to be determined in the manner set out 

in the agreement.  

h) Mr. Shouky Oren (“Mr. Oren”) served as CEO of the Company and as a member of 

its Management Board until April 15, 2016. Since February 2012 when he commenced 

his work in the Company, for his position as the Company's CEO, Mr. Oren was 

entitled, in addition to his salary, to the standard social benefits and fringe benefits, 

including a cell phone, a vehicle (fully grossed up for tax purposes), etc. In accordance 

with the agreements signed with Mr. Oren, he was entitled to six months’ notice, and 

consequently the agreement between him and the Company was terminated on 

September 30, 2016.  

i) In accordance with his employment agreement, Mr. Oren was entitled to a bonus to be 

determined by the Company's board of directors on the basis of his contribution to the 

success of the Company and the achievement of its business targets, subject to all the 

approvals required by law. In January 2016, the Company paid Mr. Oren a bonus of 

275,000 euros for his work in 2015 after the board confirmed that these targets had 

been achieved. 

j) In the agreement with Mr. Oren, it was agreed that he would be granted options 

convertible into Company shares equivalent to 2% of its issued and paid-up capital. In 

2013, Mr. Oren was granted 2,282,135 options which were exercisable into up to 



 

 

2,282,135 Company shares (“the Old Options”). For further details of the terms of the 

Old Options, see the private placement report published by the Company on November 

29, 2012 and an amendment report dated January 21, 2013 (whose reference numbers 

are 2012-01-296721 and 2013-01-019209 respectively), which are included in this 

report by way of reference. 

On August 25, 2015, the general meeting of the Company's shareholders approved the 

replacement of the Old Options which had been granted to Mr. Oren provided that Mr. 

Oren waived his right to these options. Consequently, on December 9, 2015, Mr. Oren 

was granted 2,282,624 options exercisable into up to 2,282,624 ordinary Company 

shares of 0.2 euros par value each, which after exercise, also constituted approximately 

2% of the Company's issued and paid-up capital and voting rights (before the award of 

shares to debenture holders, in accordance with a debenture settlement which was 

signed on July 2, 2015) (“the New Options”). Some of the New Options were granted 

in accordance with the terms of Section 102 of the Income Tax Ordinance, in the 

capital gains track. 

Pursuant to the terms of the options, since Mr. Oren terminated his position in the 

Company, the options which had been awarded to him expired in the reporting year 

without being exercised. For further details of the terms of the New Options granted to 

Mr. Oren, see the private placement report published by Kardan N.V. on July 21, 2015 

and its amendment dated November 10, 2015 (whose reference numbers are 2015-01-

078672 and 2015-01-152301 respectively) as well as immediate reports published on 

October 4, 2016 and December 31, 2016 (reference numbers: 2016-01-058386 and 

2016-01-093780, respectively) which are included in this report by way of reference.  

k) In February 2015, Kardan Land China (“KLC”) entered into an employment 

agreement with Mr. Walter Van Damme (“Mr. Van Damme”) whereby he serves as 

CEO of KLC from February 13, 2015 until February 28, 2018. In this position he is 

entitled to a total monthly compensation from KLC, the social benefits and fringe 

benefits customary in KLC, including a cell phone, vehicle, travel, payment of rental 

and tuition fees incurred as a result of his relocation. Furthermore, Mr. Van Damme is 

entitled to reimbursement of expenses incurred by virtue of his position. The 

employment agreement is valid until February 28, 2018, but since March 2016 KLC 

may terminate his agreement, provided that it gives Mr. Van Damme six months’ 

notice. Moreover, Mr. Van Damme may terminate the agreement for personal reasons 

defined in the agreement, provided that KLC gives its approval in advance, in which 

case Mr. Van Damme will give three months’ notice before the termination of the 

agreement. 

Under his employment agreement, if KLC is sold, if it issues securities or if there is a 

change in its control, Mr. Van Damme will be entitled to a bonus amounting to 2% of 

the difference between KLC’s value as recorded in its books at December 31, 2014 and 

its value on the transaction date or on the date of said issue. 

For the first quarter of 2017, Mr. Van Damme is entitled, for his service as above, to 

the amount of 102 thousand euros. 



 

 

l) Pursuant to his employment agreement, Mr. Van Damme is entitled to an annual bonus 

of no more than four monthly salaries. The entitlement of Mr. Van Damme to an 

annual bonus will be determined based on the achievement of KLC’s business targets 

and at the discretion of its board of directors. 

m) Mr. Guy Elias served as the Company's Vice President of Business Development until 

May 2016 when he was appointed as its Deputy CEO and on January 4, 2017, he 

terminated his employment as the Company's Vice President of Business 

Development. For his role in the Company Mr. Elias was entitled, in addition to a 

monthly salary, to the social benefits and fringe benefits customary in the Company, 

including a cell phone, vehicle (fully grossed-up for tax purposes), etc. Pursuant to the 

employment agreement signed with Mr. Elias, each party could terminate the 

agreement at any time, at its discretion, by giving the other party three month’s written 

notice, but with the consent of the parties, Mr. Elias gave the Company thirty days’ 

notice of his departure. 

n) Pursuant to the terms of the employment agreement of Mr. Elias, the Company will 

grant an annual bonus at its discretion based on the Company's success in achieving its 

business targets and on the board of directors’ assessment of Mr. Elias’s contribution 

to its success. 

o) On August 25, 2015, the Company's board of directors approved the award to Mr. Elias 

of 100,000 options exercisable into ordinary Company shares, at no consideration and 

with conditions identical to the options granted to Company managers, and on 

December 9, 2015, these options were awarded to Mr. Elias. The options were awarded 

pursuant to the provisions of Section 102 of the Income Tax Ordinance. 

The basic exercise price of each option was set at 0.2807 euros (NIS 1.191) per share 

subject to adjustments in the event of distribution of dividends, bonus shares, etc. 

Under the terms of the options, on the date on which Mr. Elias terminated his tenure, 

49,635 of the options awarded to him expired, and the remaining options are 

exercisable upon the elapse of 90 days from the employment termination date, in other 

words, by April 4, 2017, all in accordance with Section 102 of the Income Tax 

Ordinance. Shortly before the reporting date, the options are out of the money and 

there is no economic feasibility in their exercise. For further details in connection with 

the terms of the options granted to Mr. Elias, see the private placement report 

published by the Company on September 6, 2015 and its amendment dated October 28, 

2015 (whose reference numbers are 2015-01-114519 and 2015-01-143607 

respectively) which are included in this report by way of reference. 

 

8.2 Three highest-paid senior executives not listed in Section 8.1 above: 

None 

 

 



 

 

8.3 Interested parties in the Company who received compensation from Kardan NV or one of its subsidiaries16 

 Below are details of compensation paid in the reporting year by the Company to interested parties in the Company17: 

Details of compensation recipients Compensation for services  Total 

(includes 

share-based 

payment) 

(euros in 

thousands) 

Name Position 
Full-time or 

part-time 

position 

Percentage 

holding in 

corporation’s 

capital 

Salary Bonus 

Share-

based 

payment 

Management 

fee 

Consulting fees 

 
Other 

Peter Sheldon18 
Chairman of the Board of Directors of the 

Company  
-  

- - - - 58 - 58 

Avi Schnur* Director of the Company - 16.55% - - - - 26 - 26 

Eytan Rechter* Director of the Company - 3.45% - - - - 26 - 26 

Albert May19 Director of the Company -  - - - - 17.7 - 17.7 

Bouke Marsman Director of the Company   - - - - 36.8 - 36.8 

Yosef Grunfeld* Director of the Company - %17.47  - - - - 26 - 26 

Machalina Maria 
Seinstra 

Director of the Company - - 
- - - - 35.2 - 35.2 

Max I. Groen20 Director of the Company - - - - - - 1.3 - 1.3 

Cornelius Hendrik 
van den Bos 

Director of the Company - - 
- - - - 36 - 36 

* Messrs. Avi Schnur, Yosef Grunfeld and Eytan Rechter are controlling shareholders of the Company, as this term is defined in the 

Securities Law, 1968. For further details, see Sections 9 and 10.1 in this Part. 

 

                                                           
16  Interested parties who are not listed in Sections 8.1-8.2 above. 
17  On May 28, 2015, the Company's general meeting resolved, based on a recommendation of the Remuneration, Appointment and Election Committee, and after approval from the 

board of directors, to confirm that the compensation paid to board members who are not part of the Company's management would be as follows: each non-executive director will 

be paid 26,000 euros per year and committee chairmen will be paid an additional 10,000 euros per year. Board committee members will be paid an additional 8,000 euros per 

year. 
18  On May 26, 2016, the general meeting reappointed Mr. Sheldon as a non-executive director and also approved a total annual salary for his service as chairman of the Company's 

board of directors and as a member of the Audit Committee and Remuneration, Appointment and Election Committee of EUR 58,000, based on a resolution of the general 

meeting regarding the compensation paid to board members, as set out in Footnote 17 above. For further details, see the immediate reports published by the Company on April 

14, 2016 and May 26, 2016 (reference numbers: 2016-01-049327 and 2016-01-035538 respectively). 
19  Served as Company director until May 26, 2016. For further details, see the immediate report published by the Company on May 26, 2016 (reference number: 2016-01-035619), 

which is included in this report by way of reference. 
20  Started to serve as an independent director on December 12, 2016. For further details, see the immediate report published by the Company on May 26, 2016 (reference number: 

2016-01-097765), which is included in this report by way of reference. 



 

 

9. Regulation 21a: Controlling shareholders of the Company 

The controlling shareholders of the Company are Messrs. Yosef Grunfeld21, Avi Schnur, 

and Eytan Rechter who hold, directly and through subsidiaries, 17.47%, 16.55% and 3.45% 

of the share capital of the Company and of the voting rights therein. There is an agreement 

between Messrs. Grunfeld, Schnur and Rechter and their companies relating to their 

holdings of Company shares and consequently they are considered to be “joint holders”, as 

this term is defined in the Securities Law, as set out below.  

In April 2006, the controlling shareholders in the Company (Telromit Financial Holdings 

(1999) Ltd., Yosef Grunfeld, Reytalon Ltd., Avi Schnur, Shamait Ltd. and Mr. Eytan 

Rechter) entered into a shareholders’ agreement regarding their holdings of the Company’s 

shares (“the Shareholders’ Agreement” and “the Controlling Core of the Company”, 

respectively), which contains, inter alia, restrictions on the transfer of shares, provisions 

regarding the appointment of directors in the Company and provisions regarding the 

manner of voting in company general meetings. In respect of the transfer or sale of 

Company shares (or a corporation holding them), by any of the parties to the Shareholders’ 

Agreement, to a third party or to another party to the Shareholders’ Agreement, it was 

determined that the transfer or sale of shares from the Controlling Core is conditional upon 

the fact that the sale does not constitute a “breach event” as this term is defined in the 

Shareholders’ Agreement, and that it is subject to the right of first offer and tag-along right 

which will be granted to the parties to the Shareholders’ Agreement, in accordance with the 

conditions set out therein. Notwithstanding the above, each of the parties to the agreement 

may sell Company shares in stock exchange trading with a cap of up to 50,000 shares in 

each sale transaction and no more than 1% of the issued share capital of the Company in 

each calendar month; the transfer of shares to a designated buyer, if the right of first offer is 

not exercised, is subject to the designated buyer becoming a party to the Shareholders 

Agreement. A person offering his shares in the Controlling Core for sale may not transfer 

his shares to a third party if he has been notified by a member of the Controlling Core 

holding the majority of the balance of shares in the Controlling Core that he has reasonable 

grounds to oppose the transfer of the shares to the designated buyer. With regard to the 

manner of voting in the general meeting of the Company, the Shareholders’ Agreement 

states that before a general meeting of the Company is convened, there will be a 

preliminary meeting in which the manner of voting will be decided in accordance with the 

position of the holders of most of the shares which constitute the Controlling Core and the 

attendees at this meeting. 

                                                           
21  To the best of the knowledge of the Company, Mr. Grunfeld directly holds 849,000 shares of the Company which 

constitute 0.69% of the Company's capital and of its voting rights. Mr. Grunfeld also holds indirectly through Telromit 

Financial Holdings (1999) Ltd., a company controlled by Mr. Grunfeld, 20,644,927 Company shares which constitute 

16.78% of its capital and of its voting rights. To the best of the knowledge of the Company, an encumbrance has been 

placed on all the shares held by Mr. Grunfeld in the Company (directly and indirectly). 11,591,189 of the controlling 

shareholder’s shares are encumbered to Bank (Ha)Poalim and 9,053,738 of his shares are encumbered to Bank Leumi. 



 

 

Without derogating from that set out above, shares constituting the Controlling Core may 

be pledged or encumbered to a bank or financial institution, provided that each such pledge 

or encumbrance, as well as a liquidator or receiver, or any other person appointed by a 

court or execution office who has rights to shares in the Controlling Core is also subject to 

all the restrictions on the transfer of Company securities which are specified in the Control 

Agreement. 

This Shareholders’ Agreement means that the shareholders who sign this agreement are 

considered to be joint holders of the Company shares they hold. 

In respect of Mr. Yosef Grunfeld’s holdings of Company shares, it is noted that on August 

11, 2015, the Tel Aviv District Court granted the application of Bank Leumi le-Israel Ltd. 

(“Bank Leumi”) and issued an order to place the assets of Mr. Yosef Grunfeld in 

receivership. The Official Receiver was appointed as the receiver for the assets of Mr. 

Grunfeld, the execution proceedings against him were suspended and the representative of 

Bank Leumi was appointed as the permanent special administrator of Mr. Grunfeld’s assets 

(“the Special Administrator”). The court secretary’s office set March 27, 2016 as the date 

for a hearing of the bankruptcy declaration of Mr. Grunfeld. 

Moreover, on August 27, 2015, the Tel Aviv District Court approved a procedural hearing 

in which a lawyer was appointed on behalf of Bank Hapoalim Ltd. (“Bank Hapoalim”) as 

a receiver to enforce the specific encumbrance registered in favor of Bank Hapoalim in 

connection with the Company shares held by Mr. Grunfeld and encumbered to Bank 

Hapoalim.  

On December 14, 2015, the District Court decided to grant the application of the Special 

Administrator for an expansion of his powers by issuing an order awarding the shares in the 

private companies wholly owned by Mr. Grunfeld (“the Private Companies”) (through 

one of which Mr. Grunfeld holds most of his shares in the Company) to the Special 

Administrator, thereby enabling the Special Administrator to act by virtue of the shares, 

and in this capacity to appoint himself as director in the Private Companies and take any 

action necessary to preserve the value of the holdings of the Private Companies. To the best 

of the knowledge of the Company, at the publication date of this report, Mr. Grunfeld is in 

the midst of a debt settlement arrangement with his creditors. There is no certainty that 

these proceedings will be successful. It is clarified that this decision does not qualify the 

Special Administrator to realize the shares22. 

At the reporting date and under the circumstances, the Company believes that the above is 

not expected to have a material effect on the Company’s standing. 

                                                           
22  For further details, see the immediate report published by the Company on December 15, 2015 (whose reference 

number is 2015-01-180837), which is included in this report by way of reference. 



 

 

10. Regulation 22: Transactions with controlling shareholders  

10.1 Transactions pursuant to Section 270(4) of the Companies Law, 5759-199923 

10.1.1 On May 26, 2016, the Company's general meeting approved the reappointment of Mr. 

Avaham Avner Schnur as a director of the Company for a four-year period ending on the 

date of the Company's annual general meeting in 202024. Moreover, the same general 

meeting approved payment of annual compensation to Mr. Schnur of 26 thousand euros in 

accordance with the Company's compensation policy adopted in 2015. For details of the 

compensation received by Mr. Schnur from the Company, see Section 8.3 above25.  

10.1.2 On February 6, 2013, the general meeting of the Company approved the appointments of 

Messrs. Yosef Grunfeld and Eytan Rechter, who are controlling shareholders of the 

Company, as directors on the Board of Directors of the Company for a period of four years 

ending on the date of the general meeting in 2017. This general meeting also approved the 

payment of annual compensation of 26 thousand euros to each of Messrs. Yosef Grunfeld 

and Eytan Rechter, for their service as members of the Board of Directors of the 

Company26. For details of the compensation which Messrs. Grunfeld and Rechter are 

entitled to receive for the period from the date of their appointments until the reporting 

date, see Section 8.3 above. 

10.1.3 In May 2005, the Company and Kardan Israel Ltd., a company owned by the controlling 

shareholders of the Company (“Kardan Israel”) entered into an agreement, which is 

updated from time to time, under which Kardan Israel provides services to the Company, in 

a manner and in a volume to be requested by the Company, which includes, inter alia, legal 

consulting services and ongoing services; accounting services; regular handling and 

accounting treatment of the Company's Israeli bank accounts and handling of supplier 

payments in Israel; contacts with financial entities and maintenance of regular contact with 

the capital market in Israel, including preparation of presentations on the Company's 

operations to analysts and various entities in the capital and banking markets in Israel, 

                                                           
23  Kardan NV was incorporated in the Netherlands and, as such, is not subject to the Companies Law, 1999 (“the 

Companies Law”) including Chapter 5 of Part 6. The transactions listed in this chapter are transactions that match those 

described in Section 270(4) of the Companies Law, even though, as stated, this section and other sections in the 

Companies Law, which determine the manner in which transactions falling within its purview should be approved, do 

not apply to the Company. It is noted that the Company has adopted, in its articles, provisions which are similar (though 

not identical) to those of the Companies Law in relation to the manner in which transactions with controlling 

shareholders are approved. 
24  After the conclusion of his four-year tenure which was approved by the Company's general meeting on May 31, 2012. 
25  Payment of the compensation to Mr. Schnur was approved by the Company's general meeting by a simple majority 

pursuant to the Company's articles and because the salary paid to him as a director does not exceed the lowest 

compensation paid to any other director in the Company. Pursuant to the relief (exemption) contained in the Company's 

articles, there is no need for the payment to be approved by a special majority at the general meeting, but it may be 

approved by a general meeting of the Company by a simple majority. The controlling shareholders who have a personal 

interest in the agreement are Mr. Schnur who is a party to the agreement and Messrs. Grunfeld and Rechter because they 

are parties to the shareholders’ agreement of the Company to which Mr. Schnur is also a party. 
26  Payment of the annual compensation to Messrs. Grunfeld and Rechter was approved by the Company's general meeting 

by a simple majority, because the annual compensation approved for them as directors does not exceed the lowest 

compensation paid to any other director in the Company. In this situation, pursuant to the relief (exemption) contained in 

the Company's articles, there is no need for the payment to be approved by a special majority at the general meeting, but 

it should be approved by a special majority of the board of directors and a simple majority of the general meeting. The 

controlling shareholders who have a personal interest in the agreement are Messrs. Grunfeld and Rechter who are parties 

to the agreement and Mr. Schnur because he is party to the shareholders’ agreement of the Company to which Messrs. 

Grunfeld and Rechter are also parties. 



 

 

preparation of informative reports and maintenance of regular contact with the capital 

market in Israel; contacts and representation in the Israeli media. In consideration of the 

above services provided by Kardan Israel, the Company pays consulting fees (“Consulting 

Fees”) to Kardan Israel as described below.  

Moreover, under the services agreement, if Kardan Israel provides consulting and 

assistance services regarding raising equity and/or debt in Israel in all its aspects (including 

contact with underwriters, investment banking services and capital raising initiatives), 

Kardan Israel will be entitled for these services to a recruitment fee (“Recruitment Fee”), 

of 0.25% of the total amount raised (net), including any sum raised for refinancing 

(excluding capital raised from banks and/or financial institutions). The services agreement 

is valid until May 27, 2018, unless either of the parties decides to terminate it earlier, 

pursuant to the terms of the agreement. 

For these services, it was determined that the Company would pay Kardan Israel the sum of 

NIS 893 thousand per annum (linked to the rise in the Consumer Price Index of January 

2015) (“the Consideration”). The parties have recently been negotiating in order to reduce 

the consulting fees. 

For the above services provided by Kardan Israel to the Company in the reporting year, the 

Company paid Kardan Israel the sum of 209.7 thousand euros (approximately NIS 893 

thousand). For the services provided by Kardan Israel to the Company in the first quarter of 

2017, the Company paid Kardan Israel 33.8 thousand euros (approximately NIS 137.5 

thousand)27. 

10.1.4 On November 1, 2007, TBIF, (which was at that time controlled by the Company) entered 

into an agreement. In 2016, TBIF transferred this holding to its parent company KFS) and 

UTS Universal Transportation Solutions Ltd. (formerly Kardan Vehicle Ltd.), a company 

which until November 3, 2016 had been held (indirectly) by Kardan Israel (“UTS”), 

entered into an agreement to operate an enterprise for the acquisition of a short-term 

vehicle leasing and rental operation in Eastern Europe under the Avis brand (“the 

Enterprise”)28. On this date, as part of the Enterprise, UTS and TBIF entered into an 

agreement with a third party for the acquisition of ownership and control of a Cypriot 

company, TBIF Dan Leasing Limited, in consideration of 10 million euros (“the Cypriot 

Company”). At the reporting date, KFS holds 66% of the Cypriot Company's shares while 

                                                           
27  An amendment and extension of the above-mentioned services agreement was approved by the general meeting of the 

Company by a special majority on May 28, 2015, after receiving approval from the Company's board of directors on 

April 15, 2015 and after approval from the competent organs of Kardan Israel, as required by law. The controlling 

shareholders who have a personal interest in the agreement described above in this section are Messrs. Yosef Grunfeld, 

Avner Schnur and Eytan Rechter because they are the controlling shareholders in Kardan Yazamut, the controlling 

shareholder in Kardan Israel. For additional details of the general meeting and the resolutions passed, see the immediate 

reports published by the Company on April 15, 2015 and May 28, 2015 (whose reference numbers are 2015-01-079801 

and 2015-01-032472 respectively), which are included in this report by way of reference. 
28  On the original transaction date (November 2007), TBIF was a company controlled by Kardan NV, while UTS was a 

company held by Kardan NV. For this reason, on that date this transaction was not a transaction in which the controlling 

shareholders of Kardan NV had an interest and therefore it did not require special approvals from the perspective of 

Kardan NV. Between October 2011 and November 3, 2016, UTS was held (indirectly) by Kardan Israel which is a sister 

company of Kardan NV which is controlled by the group which controls Kardan NV. As a result, every action or 

transaction carried out by TBIF which is linked to Avis Ukraine constitutes, from Kardan NV's perspective, a transaction 

in which the controlling shareholders of Kardan NV have an interest (in light of their former direct holding in UTS).  



 

 

UTS holds 34% of the Cypriot Company's shares. The Cypriot Company holds 100% of the 

ownership and control of a company which has an Avis franchise for short-term vehicle 

rental and operational leasing in the Ukraine (“Avis Ukraine”). It is noted that UTS and 

TBIF extended loans to Avis Ukraine, each one pro rata to its share in Avis Ukraine, while 

at December 31, 2016, the total loans extended by TBIF, including interest and linkage 

differentials, amounted to 6.6 million euros. On November 3, 2016, Kardan Israel’s indirect 

holding in UTS was sold and since that date, this transaction is no longer one in which the 

controlling shareholder has an interest. 

10.1.5 Insurance and indemnification - Kardan NV Group   

10.1.5.1 The directors and senior officers in the Company are insured under the Company's liability 

insurance policy for officers and directors. The limits of liability, as of the reporting date, 

are 40 million euros per event, on a cumulative basis and per insurance period, and the 

policy is valid worldwide. The policy is retroactive commencing on the date of foundation 

of the relevant company (in this section: “the Policy”).  

In August 2015, the Company approved the renewal of its policy for 12 months 

commencing on September 15, 2015 with limits of liability of 40 million euros per event 

and per insurance period (for all the insured companies) in return for payment of a 

premium for the whole Group of 169 thousand euros (pre-tax) for the period from 

September 2015 to September 2016. 

In August 2016, the Company approved the renewal of its policy for another 12 months 

commencing on September 15, 2016 with terms identical to those of the previous year.  

The share of Kardan NV in the insurance costs for the directors’ and officers’ insurance 

policy for this period totaled 51 thousand euros (pre-tax) which constitutes 30% of the 

premium for the entire Kardan NV Group29. 

10.1.5.2 The Company granted letters of indemnity to the directors (including also some of the 

controlling shareholders of the Company and their relatives)30. In these letters of indemnity, 

the Company undertook to indemnify its directors for capital losses, including losses, 

damages and other costs and expenses of any kind deriving from a claim or processes in 

connection with the duties of a board member, or in connection with any other duties 

performed on behalf of subsidiaries or other ventures to which the Company is linked as a 

group, or in connection with duties performed in other places at the request of the Company 

or by virtue of position, except in case of serious charges made by a board member against 

the Company. 

                                                           
29  The controlling shareholders who have a personal interest in the agreement are Messrs. Avi Schnur, Yosef Grunfeld and 

Eytan Rechter, who are currently members of the Company's board of directors, as well as by virtue of their positions as 

directors of affiliates of Kardan N.V. to which the policy applies. Pursuant to the articles of Kardan N.V., since the 

directors’ and officers’ insurance agreement in relation to the controlling shareholders contains terms identical to those 

of the other officers, and moreover the agreement is made on market terms and is not likely to have a material influence 

on the Company's profitability, assets or liabilities, the approval of the general meeting is not required since approval 

from the board of directors by a special majority is sufficient. 
30  On 25 March, 2014, the board of directors approved the wording of the letter of indemnity to be granted to the members 

of the board of directors and senior officers. This letter determines the application of the provisions of the articles 

relating to the indemnity. With regard to indemnification of directors who are controlling shareholders, the agreement 

provides that it will be applicable subject to obtaining the necessary approvals, i.e. approval by a special majority of the 

board members and approval from the general meeting by a special majority. 



 

 

No indemnity will be given if a board member acted with deliberate or intentional 

negligence, or if the board member committed a gross fault vis-à-vis the Company, if this 

was proven in a final ruling handed down by a Dutch court, or if there was or could be 

restitution of a capital loss by the insurer under an insurance policy. 

If a final ruling proves that a board member committed a gross fault vis-à-vis the Company, 

unless it also determines that the board member is not obliged to make any repayments, all 

the payments made by the Company in this matter shall be regarded as advance payments 

only and the board member shall repay these advance payments to the Company plus 

lawful interest from the date considered to be the payment date of any advance payment. 

10.2 Other transactions not listed in Section 270(4) of the Companies Law31: 

10.2.1 In February 2010, Israel Water Planning Company Ltd. (“Tahal”), a private company, all 

of whose shares are held indirectly by the Company, entered into a lease agreement with 

Kardan Real Estate Enterprise and Development Ltd. (“Kardan Real Estate”), a 

subsidiary controlled by Kardan Israel, (“the Lease Agreement”), pursuant to which 

Kardan Real Estate leases to Tahal office space totaling 5,500 m² of non-partitioned office 

space and parking in Kardan House32. The first lease period was set at sixty months from 

September 1, 2010 until August 30, 2015. Tahal was granted the option of extending the 

lease period for an additional sixty months (in other words, from September 1, 2015 until 

August 30, 2020) (“the Option Period”) under the terms of the first lease period, except 

for the rent which would be paid to Kardan Real Estate, and would be increased in the 

Option Period by 10% of the rent in the last month of the first lease period.  

In 2013, Tahal sublet the premises in accordance with its right to do so. Under the terms of 

the Lease Agreement, Kardan Real Estate approved the subletting. The terms of the 

agreement with Tahal did not change. 

Tahal paid NIS 5,826 thousand33 for rental of the offices in 2016. For rental of the offices 

from January 1, 2017 until March 31, 2017, Tahal paid NIS 1,456 thousand34. 

Furthermore, Tahal signed a management agreement with a building management 

company, Mikdan Management and Maintenance Ltd. (“Mikdan”), 40% of which is held 

                                                           
31  See Footnote 23 above. 
32  On the date of approval of the agreement, Kardan N.V. was the controlling shareholder in Kardan Israel, Kardan Real 

Estate and Tahal, and so the lease agreement did not require special approvals from the perspective of Kardan N.V. The 

lease agreement between Kardan Real Estate and Tahal was approved as a controlling shareholder transaction pursuant 

to Section 270(4) of the Companies Law from the perspective of Kardan Israel, in a general meeting of Kardan Israel 

which was convened on April 8, 2010, after approval had been obtained previously from the board of directors, and 

Audit Committee of Kardan Israel, owing to the fact that the transaction was also linked to a combination transaction in 

exchange for land.  

 Since October 2011 and until the reporting date, Kardan N.V. is no longer the controlling shareholder in Kardan Israel 

but a sister company of Kardan Israel with identical controlling shareholders. Consequently, from the perspective of 

Kardan N.V., the lease agreement is a transaction in which the controlling shareholders of Kardan N.V. have an interest 

(because a company under their control – Kardan Real Estate – is party to it.  
33  Kardan Real Estate's share of the rental for 2016, net of the share of Migdal Insurance Company Ltd., (“Migdal”) which 

holds half the rights in Kardan House, is NIS 2,913 thousand. 
34 Kardan Real Estate's share of the rental, net of the share of Migdal, is NIS 728 thousand. 

 



 

 

by Kardan Real Estate, whereby Tahal pays management fees of 15% plus cost for the 

premises. 

10.3 Negligible transactions:  

In November 2009, the Company's board of directors (which was in office at that time) 

resolved to adopt guidelines and rules for classifying transactions by the Company or one 

of its subsidiaries with an interested party as a negligible transaction, as set forth in 

Regulation 41(a)(6) of the Securities Regulations (Annual Financial Statements), 2000 

("the Financial Statement Regulations"). These rules and guidelines would also serve to 

review the extent of disclosure in a periodic report of a transaction of the Company, an 

entity under its control or an associated company with a controlling shareholder, or any 

transaction in which the controlling shareholder has an approved personal interest, as 

stipulated in Regulation 22 of the Securities Regulations (Periodic and Immediate Reports), 

1970 ("the Periodic Report Regulations"), (the transaction types set out in the 

abovementioned Financial Statement Regulations and Periodic Report Regulations: 

"Interested Party Transactions"). In March 2010, the Company's Management Board 

(which was in office at that time) resolved to make some changes in these guidelines.  

In the reporting period, companies controlled by the Company entered into transactions 

with the controlling shareholders of the Company and/or with their relatives and/or with 

companies which are interested parties therein, which were classified by the Company as 

negligible transactions, pursuant to the guidelines set out below, such as the rental of office 

space and shops, receipt of office and parking lot management and maintenance services, 

vehicle leasing, receipt of cellular and associated services. 

The rules set forth below constitute the updated guidelines following the Management 

Board resolution of March 2010. 

a) The Company and its subsidiaries conduct or may conduct interested party transactions 

in the normal course of their business, and they also have or may have obligations to 

conduct such transactions. The Company's Board of Directors determined that a 

transaction shall be considered negligible if it meets all of the following conditions, 

cumulatively: 

1) It is not an extraordinary transaction (as defined in the Companies Law). 

2) There are no special qualitative considerations which preclude inclusion of the 

transaction as negligible. 

3) The volume of the transaction in relation to the relevant criterion is less than 0.3%. 

Notwithstanding the aforesaid, any transaction exceeding NIS 2.5 million shall not be 

considered as a negligible transaction. 

4) For multi-year transactions (e.g. a lease with a multi-year term), the negligibility of the 

transaction shall be reviewed on an annual basis (i.e. whether the annual monetary 

amount stemming from the agreement exceeds the amounts set forth in this procedure). 



 

 

5) Each transaction shall be reviewed on its merits, but the negligibility of combined or 

contingent transactions shall be reviewed on an aggregate basis. 

6) The relevant criterion for reviewing the relative size of the transaction shall be 

determined in accordance with the nature of the transaction. The criterion may be total 

Company assets, income / loss; total liabilities; equity attributable to equity holders of 

the Company; total revenues and total expenses - as set forth below.  

The relevant criterion (one or more) for calculating the transaction ratio shall be determined 

in accordance with the nature of the transaction as follows:  

Criterion Negligibility calculation 

Asset ratio  Volume of assets (acquired or sold) in the transaction divided by total assets as presented in 

the most recent consolidated financial statements.   

Contribution to 

income / loss 

Income / loss from the transaction divided by the annual income attributable to Company 

equity holders based on average consolidated annual income for the past three years (not 

calendar years, i.e. the most recent 12 quarters) for which financial statements have been 
published. 

Liability ratio Liability from the transaction divided by total liabilities pursuant to the most recent 

consolidated financial statements. 

Equity ratio Increase or decrease in equity resulting from the transaction, divided by equity attributable to 

Company equity holders pursuant to the most recent consolidated financial statements.   

Revenue ratio Revenues from the transaction divided by total annual consolidated revenues, calculated on 

the basis of the most recent four quarters for which financial statements have been published.   

Expense ratio Expenses from the transaction divided by total annual of consolidated revenues, calculated 

on the basis of the most recent four quarters for which financial statements have been 
published. 

Without prejudice to the Company’s discretion in respect of the relevant calculation 

criterion as set forth above, the following criteria shall be deemed relevant for the 

transactions listed below:  

Asset acquisition: asset ratio. 

Asset sale: contribution to income/loss, as well as equity ratio. 

Assumption of liability (loans): liability ratio. 

Provision of services (including leasing of offices): revenue ratio. 

Receipt of services (including leasing of offices): expense ratio. 

These guidelines have been determined and shall be applied, inter alia, after taking into 

consideration the volume of Company assets, of its businesses, including operations 

relevant to the transaction classification, and the frequency of these transactions, and may 

be reviewed from time to time by the Company’s Board of Directors, inter alia, in light of 

any changes to the Company's business policy and/or to market conditions, and the 

Company's board may amend them from time to time and/or may add additional guidelines 

and/or transaction types. 

In cases where, in the Company's judgment, these criteria are not relevant to the review of a 

transaction, the Company shall define an alternative, appropriate criterion. In calculating 



 

 

the alternative criterion, the ratio of said transaction shall also be less than 0.3% (three 

tenths of one percent).  The Company shall determine the relevant criterion (one or more) 

for such a calculation, after consulting with the professionals in the Company and/or with 

external professionals. 

11. Regulation 24: Holdings of interested parties and senior officers:  

A. Holdings of interested parties in the Company  

For details of the shares and securities held by each interested party in the Company at 

December 31, 2016 to the best of the Company's knowledge, as well as the treasury shares 

and securities convertible into treasury shares held by the Company or a subsidiary, see the 

immediate report published on January 5, 2017, whose publication reference number is 

2017-01-002179 and which is included by way of reference. 

B. Agreements among interested parties in the Company with regard to their 

holdings of Company shares:  

See Section 9 above.  

C. Holdings of shares or other securities held by interested parties in the Company 

in Company investees whose operations are material to the Company.  

Interested 

party  

ID no. Subsidiary/affiliated 

company held by 

the interested party  

Security 

type 

No. of 

securities  

% of holding 

(without dilution) 

% of holding 

(with full 

dilution) 

Capital  Voting  Capital  Voting  

Saar 

Bracha 

027779180 Tahal Group 

International B.V. 

Options  797 

560 

%0  

%0  

%0  

%0  

%3  

%2  

%3  

%2  

Naama 

Zeldis 

057783771 Tahal Group 

International B.V. 

Options  197 %0  %0  %0.78  %0.78  

 

12. Regulation 24A: Registered capital, issued capital and convertible securities: 

For details of the registered issued capital and convertible securities, see Note 17 to the 

financial statements. 

13. Regulation 24B: Register of Company shareholders: 

For the register of Company shareholders, employee options, register of holders of 

Company debentures Series A and debentures Series B, see the report published by the 

Company on February 22, 2017 whose publication reference number is 2017-01-016162, 

which is included in this report by way of reference.  



 

 

 

14. Regulation 2635: Directors of the Company36 

1. Director: Avner Avraham Schnur (non-executive director) 

 Date of appointment: May 31, 2012, re-appointed on May 26, 2016 

 ID number: 004605689 

 Date of birth: June 12, 1948 

 Citizenship: Israeli and Belgian 

 Address: 17 Hatichon Street, Savyon 

 Membership of Board Committees: No 

 Fits the definition of an 

independent director as defined in 

the Company’s articles: 

No 

 Has financial management and 

accounting expertise: 

No  

 Employee of the Company, an 

associate company or an interested 

party: 

 

No 

 Education: High school 

 Employment in the past five years: Diamond trading and investment; Director, Astra Diamond Manufacturers Ltd., Director, 

Kardan Yazamut (2011) Ltd. and its investee companies. 

 Director in other corporations: Kardan Yazamut (2011) Ltd., Talladium Holdings (1987) Ltd., Talladium Ltd., Astra 

Diamond Manufacturers Ltd., Guadeloupe Trade and Investments Ltd., Reytalon Ltd., 

PDD Diamonds Ltd., AP Diamonds Ltd., Astra-Michalin Diamonds Ltd., Telethlon 

Properties Ltd., Delior Diamonds Ltd., Smart Diamond Enterprises Ltd., AG Diamonds 
Geva Ltd. 

 Relative of another interested party 

in the Company? 

No 

   

 

                                                           
35  The list of directors is correct at December 31, 2016 and at the reporting date. It is noted that until April 15, 2016, Mr. 

Shouky (Yehoshua) Oren served as CEO and executive director of the Company. Until May 26, 2016, Mr. Albert May 

served as a director of the Company. For further details, see the immediate reports published by the Company on March 

16, 2016 and November 29, 2016 whose reference numbers are 2016-01-1007410 and 2016-01-083514 respectively), 

which are included in this report by way of reference. It is also noted that on December 12, 2016, Mr. Max Groen was 

appointed as a non- executive director. For further details, see the immediate report published by the Company on 

December 12, 2016 (whose reference number is 2016-01-087765), which is included in this report by way of reference. 
36  Kardan NV is a company incorporated in the Netherlands and is therefore not subject to the provisions of the Companies 

Law, 1999. Inter alia, it does not appoint external directors and is not required to appoint Board members with 

accounting and financial expertise. However, pursuant to Kardan NV’s articles, some resolutions have to be passed by a 

special approval process, which requires, inter alia, the consent of the "independent directors", as defined in the 

Company's articles and in the Corporate Governance Code (as defined in Section 14.4 in Part A of this report), who are 

present at the meeting. Moreover, in accordance with the Corporate Governance Code, the Company has assumed the 

obligation of having at least one serving director with financial management and accounting expertise. It is also noted 

that on the reporting date, most of the Company's serving directors are independent directors. For details of the 

Corporate Governance Code ("the Tabaksblat Code") applicable in the Netherlands, see Section 14 in Part A of this 

report. 



 

 

 

2. Director: Yosef Grunfeld (non-executive director) 

 Date of appointment: February 6, 2013 

 ID number: 004399960 

 Date of birth: November 13,1942 

 Citizenship: Israeli  

 Address: 62 Pinkas Street, Tel Aviv 

 Membership of Board 

Committees: 

No 

 Fits the definition of an 

independent director as defined 

in the Company’s articles: 

No 

 Has financial management and 

accounting expertise:  

No 

 Employee of the Company, an 

associate company or an 

interested party: 

No. Serves as active chairman of the board and director of several companies in the 

Kardan NV Group, and in the Kardan Yazamut Group (2011) Ltd., as detailed below. 

 Education: High school 

 Employment in the past five 

years: 

Chairman of the board of Kardan Israel; Chairman of the board of directors of Kardan 

Yazamut (2011) Ltd.; Chairman of the board of directors of Universal Motors Israel Ltd.; 

Consultant, through a company that he owns, to Universal Motors Israel Ltd.; Chairman 

of the board of directors of Kardan Real Estate Enterprise and Development Ltd.; Director 
of various companies as detailed below.  

 Director in other corporations: Kardan Land China; Kardan Israel Ltd., Kardan Real Estate Enterprise and Development 

Ltd., Kardan Yazamut (2011) Ltd., Radio Kol Chai Offices in Emuna Ltd., Kardan 

Services (1993) Ltd., Kardan Technologies Ltd., Kardan Communications Ltd., Kardan 

Financial Holdings Ltd., Kardan Emed Properties Ltd. (in liquidation), Telromit Financial 

Holdings (1999) Ltd., Telromit Ltd., Telromit Yazamut Ltd., Talladium Holdings (1987) 

Ltd., Talladium Ltd., Guadeloupe Trade and Investments Ltd., Cloud Trading 
Technologies Ltd. and several inactive companies. 

 Relative of another interested 

party in the Company? 

No 

 



 

 

 

3. Director: Eytan Rechter (non-executive director) 

 Date of appointment: February 6, 2013 

 ID number: 47355342 

 Date of birth: October 26, 1949 

 Citizenship: Israeli  

 Address: 12 Ha'Rakefot Street, Kfar Shmaryahu 

 Membership of Board 

Committees: 

No 

 Fits the definition of an 

independent director as defined 

in the Company’s articles: 

No 

 Has financial management and 

accounting expertise: 

Yes 

 Employee of the Company, an 

associate company or an 

interested party: 

CEO and director of several companies in the Kardan NV Group, and in the Kardan 

Yazamut Group (2011) Ltd., as detailed below. 

 Education: BA in Psychology and Economics from the Hebrew University of Jerusalem. 

 Employment in the past five 

years: 

CEO and director of Kardan Israel Ltd.; CEO and Chairman of the Board of Kardan 

Technologies Ltd.; Chairman of the Board of UTS – Universal Transportation Solutions 

Ltd. (formerly Kardan Vehicle Ltd.; CEO and director of Kardan Yazamut (2011) Ltd.; 

Consultant, through a company that he owns, to Kardan Communications; director of 
various companies as detailed below.  

 Director in other corporations: Supervisory Board member of Tahal Group International B.V.; Kardan Israel Ltd., Kardan 

Yazamut (2011) Ltd., Kardan Real Estate Enterprise and Development Ltd., Kardan 

Technologies Ltd., Talladium Ltd., Talladium Holdings (1987) Ltd., Rechter Brothers 

(1995) Ltd., Shamait Ltd., Aloterra Ltd., Kardan Communications Ltd., S.F.D.I Ltd., 

Kardan Services (1993) Ltd., Kardan Securities Ltd., Kardan Financial Holdings Ltd., 

B.F.T.VE.L. Ltd., BFTV LLC, Kardan Emed Properties Ltd. as well as several inactive 
companies. 

 Relative of another interested 

party in the Company? 

No 

 



 

 

 

4. Director: Peter Sheldon – Chairman of the Board, non-executive 

director  

 Date of appointment: May 31, 2012, reappointed on May 26, 2016 

 ID number: 341221471 

 Date of birth: June 11, 1941 

 Citizenship: British and since March 6, 2017, also Israeli  

 Address: Denver Court, 132 Hendon Lane, London N3 3RH, United 

Kingdom until March 6, 2017 and since then, Jabotinski 13/3, 
Jerusalem, Israel  

 Membership of Board Committees: Member of the Audit Committee and the Compensation, 

Appointment and Selection Committee 

 Fits the definition of an independent director as defined in 

the Company’s articles: 

Yes 

 Has financial management and accounting expertise: Yes 

 Employee of the Company, an associate company or an 

interested party: 

 

No 

 Education: Associate Chartered Accountant: 

Fellow Chartered Accountant 

 Employment in the past five years: Non-executive board member of BATM Advanced 

Communications Ltd. 

 Director in other corporations:  

 Relative of another interested party in the Company? No 

 

5. Director: Cornelius Hendrik van den Bos (non-executive director) 

 Date of appointment: February 6, 2013 

 ID number: NXB21D8R8 

 Date of birth: September 22,1952 

 Citizenship: Dutch 

 Address: Erasmusweg 2, 2202cc Noordwijk aan Zee, the Netherlands 

 Membership of Board Committees: Chairman of the Audit Committee 

 Fits the definition of an independent director as defined in 

the Company’s articles: 

Yes 

 Has financial management and accounting expertise:36  Yes 

 Employee of the Company, an associate company or an 

interested party: 

 

No 

 Education: Master in Business Economics, Erasmus University 

Rotterdam; Master in Auditing/Accountancy, Erasmus 

University Rotterdam. 

 Employment in the past five years: - 

 Director in other corporations: Vice Chairman of the Supervisory Board and chairman of the 

Audit Committee of ASR NEDERLAND N.V.; 

Chairman of the Supervisory Board of  ASR Bank B.V; 

Chairman of the Supervisory Board of  CED B.V.; Chairman 

of the Supervisory Board  of  the Noordwijkse 
Woningstichting (Social housing building foundation).  

 Relative of another interested party in the Company? No 

 



 

 

 

6. Director: Machalina Maria Seinstra (non-executive director) 

 Date of appointment: February 6, 2013 

 ID number: NU4FPC324 

 Date of birth: July 10, 1951 

 Citizenship: Dutch 

 Address: Javastraat 1,3742 CL BAARN, the Netherlands 

 Membership of Board Committees: Chair of the Compensation, Appointment and Selection 

Committee  

 Fits the definition of an independent director as defined in 

the Company’s articles:  

 

Yes 

 Has financial management and accounting expertise: 36  No 

 Employee of Kardan N.V., an associate company or an 

interested party: 

 

No 

 Education: Violinist, Academy of Music, Amsterdam; Civil Law, 

University of Leiden;  

 Employment in the past five years: Founder of Seinstra Juridisch Advies, Baarn; 

Off Counsel in several companies; 

Senior Legal Counsel in National Nederlanden Bank B.V; 

Senior Legal Counsel in APX-ENDEX (APX) B.V; 

Manager Legal the Netherlands De Lage Landen B.V.; 

 Director in other corporations: No 

 Relative of another interested party in the Company? No 

 



 

 

 

7. Director: Bouke Marsman (non-executive director) 

 Date of appointment: August 25, 2015 

 ID number: NX1L2D8Jo 

 Date of birth: March 15, 1974 

 Citizenship: Dutch 

 Address: Singel 396, 1016 AJ Amsterdam, The Netherlands 

 Membership of Board Committees: Member of the Company's Compensation, Appointment and 

Selection Committee and its Audit Committee  

 Fits the definition of an independent director as defined in 

the Company’s articles:  

 

Yes 

 Has financial management and accounting expertise: 36 Yes  

 Employee of the Company, an associate company or an 

interested party: 

 

No 

 Education: BA in Chemical Engineering and M.Sc. in Business 

Management from Barcelona University  

 Employment in the past five years: 2011 -: President, Spotzer Media;  

2004 – 2011 Associate Principal (junior partner) and 
Engagement Manager in McKinsey & Company 

2015-present: CFO SlimPay; 

2011-2015: CFO and President, Spotzer Media. 

 

 Director in other corporations: Kardan Land China Ltd. Board member and member of the 

Audit Committee of the ALS (neurological disease) 
foundation in the Netherlands. 

CFO and member of the Board of the Max Geldens Stichting 
(Dutch McKinsey Alumni board). 

Member of the Dutch IESE Business School Alumni Board. 

 Relative of another interested party in the Company? No 



 

 

 

8. Director: Ariel Hasson (Company CEO and executive director) 

 Date of appointment: May 26, 201637 

 ID number: 29008169o 

 Date of birth: June 6, 1973 

 Citizenship: Israeli  

 Address: Trompenburg 20, 1181 NN, Amstelveen, The Netherlands 

 Membership of Board Committees: No   

 Fits the definition of an independent director as defined in 

the Company’s articles:  

No  

No  

 Has financial management and accounting expertise:  Yes   

 Employee of the Company, an associate company or an 

interested party: 

CEO of the Company and director of various companies in the 

Kardan Group  

 Education: BA in Management and Economics, MBA from Northwestern 

University  

 Employment in the past five years: Managing Director in various companies in the Kardan NV 

Group as set out below, senior executive in a controlled 
corporation with material influence: CEO of TBIF and KFS. 

 Director in other corporations: Managing Director in the following companies: Kardan 

Financial Services B.V., GTC Real Estate Holding, B.V., 

chairman of the Supervisory Board of Tahal Group, chairman 

of the board of directors of Kardan Land China Ltd.  

 Relative of another interested party in the Company? No 

 

9. Director: Max Groen (non-executive director) Marcus Isaac Groen 

 Date of appointment: December 12, 2016 

 ID number: 208034NRLo 

 Date of birth: May 31, 1946 

 Citizenship: Dutch 

 Address: Watercirkel 314, 1186 NE Amstelveen, The Netherlands 

 Membership of Board Committees: No   

 Fits the definition of an independent director as defined in 

the Company’s articles:  

 

Yes 

 Has financial management and accounting expertise:  Yes  

 Employee of the Company, an associate company or an 

interested party: 

 

No 

 Education: MA Economics and Accounting, Amsterdam University; 

Postgraduate degree in Accountancy. 

 Employment in the past five years: - 

 

 Director in other corporations: Member of the Appeals Committee of the Foundation 

Collective Maror-gelden; Board Member of the Carl Abas 
Foundation. 

 Relative of another interested party in the Company? No 

 

                                                           
37  It is noted that in addition to his tenure as director in the Company, Mr. Hasson has served as the Company's CEO since 

April 15, 2016. For further details see the immediate reports published by the Company on March 16, 2016 and April 

15, 2016 (whose reference numbers are 2016-01-007413 and 2016-01-049423, respectively), which are included in this 

report by way of reference. 



 

 

15. Regulation 26a: Senior officers in the Company38 

 

1. Officer: Einat Oz-Gabber 

 Position: CFO  

 Date of appointment: June 19, 2008 

 Passport number: NM5B3J065 

 Date of birth: January 27, 1971 

 Employee of the Company, an 

associate company or an interested 

party: 

CFO of Kardan N.V. and director of the companies listed below  

 Education: Degree in Economics and Accounting from Tel Aviv University 

 Employment in the past five years: CFO of Kardan NV 

 Director in other corporations: Supervisory Board member of: 

TBIF Financial Services B.V; 

Management Board Member of: 

GTC Real Estate Holding B.V. 

GTC Investments B.V.; 

Emerging Investments XIV B.V.; 

Emerging Investments XII B.V.; 

Director of: Kardan Land China Ltd. 

Director of Bug Multisystems Distribution Ltd.  

 

2. Officer: Bart Blokpoel 

 Position: Legal Counsel in Kardan NV 

 Passport number: NP8HTBDR7 

 Date of birth: February 3, 1967 

 Education: LLM, University of Amsterdam 

 Date of appointment: October 6, 2015 

 Employment in the past five years: Legal and Commercial Director in Orangefield Trust from 2011 – 2013 

Consulting and interim management in Tring IP from 2014 - 2015 

 Position held in the Company, a 

subsidiary, an associate company or 

an interested party: 

Legal Counsel in Kardan NV 

   

                                                           
38  The list of senior officers is correct at the reporting date. It is noted that until January 4, 2017, Mr. Guy Elias served as 

the Company's Deputy CEO and until January 24, 2017, Mr. Shlomi Hakim served as the Company's Comptroller.  For 

further details, see the immediate reports published by the Company on November 29, 2016, and on January 4, 2017 

(whose reference numbers are 2016-01-083514 and 001702-01-2016  respectively) and an immediate report to be 

published by the Company shortly after this date. 



 

 

 

3. Officer: Walter Van Damme 

 Position: Senior officer of a controlled corporation with material influence: CEO of Kardan 

Land China Ltd.  

 

 Date of appointment: April 1, 2015 

 Passport number:  BWRLK1K5 

 Date of birth: July 22, 1972 

 Employee of Kardan N.V., a 

subsidiary, an associate company or 

an interested party: 

No  

 Education: MA in Law from Amsterdam University. 

Propaedeutics at the Institute for Business Administration and Economics (HEAO), 

HES Amsterdam 

Intermediate business education (MEAO), Europa College, Amsterdam 

 Employment in the past five years: CEO of Kardan Land Ltd. and affiliates; CEO of Kardan Water Group (HK) Ltd., 
CEO of Kardan Water Group (HK) Ltd. [sic], CEO and director of Kardan NV 

 

 Director in other corporations: No  

 

4. Officer: Saar Bracha 

 Position: Senior officer of a controlled corporation with material influence: CEO of Tahal 

Consulting Engineers Ltd. and member of the Management Board and provider of 
CEO services to Tahal Group International B.V. 

 ID number: 027779180 

 Date of birth: October 17, 1970 

 Education:  LLB from Interdisciplinary Center, Herzliya; BA in Business Administration, 

Interdisciplinary Center, Herzliya 

 Date of appointment: September 1, 2011 

 Employment in the past five years: CEO of Tahal Group; CEO of Baran International Division; CEO of Baran America; 

Head of Communications Division, Baran Group; CEO of Baran Asia-Pacific 

 Position held in the Company, a 

subsidiary, an associate company or 

an interested party: 

CEO of Tahal Consulting Engineers Ltd. and Tahal Group International B.V.; 

Director of the following companies: 

Tahal Group International BV, Tahal Group BV, LLC Tahal RUS, Tahal Group 

Assets BV, Task Water BV. Evergreen for Development B.V., Agri Products 

international N.V., Tahal India B.V., Palgei Maim Ltd., TMNG LTG, Star Pumped 

Storage Ltd., Akfen Gullk Serve Ve Su Yatirim Yapim Isletme A.S, Evergreen 

Development LLC; Water Planning for Israel Ltd.; Tahal Consulting Engineers Ltd.; 

Tahal Storage Project Ltd.; Tahal Assets Israel Ltd.; IRP – Israel Recycling Plants 

Ltd. 

 



 

 

 

5. Officer: Naama Zeldis 

 Position: Senior officer of a controlled corporation with material influence: CFO of Tahal 

Group  

 ID number:   057783771 

 Date of birth:    April 16, 1963 

 Education:  BA in Economics from Hebrew University of Jerusalem; MBA from Hebrew 

University of Jerusalem, BA in Accounting, Tel Aviv University  

 Date of appointment: December 1, 2013 

 Employment in the past five years:  

  

VP Finance, Tahal Group; VP Finance, Netafim 

 Position held in the Company, a 

subsidiary, an associate company or 

an interested party: 

CFO of Tahal Group 

Director: TMNG Ltd.; Palgey Maim Ltd; Star Pumped Storage Ltd; Mast Foods S.A; 
LLC Tahal RUS; ZRB Agro International Ltd.  

 

6. Officer: Yossi Ginossar 

 Position: Internal auditor 

 ID number: 055377071 

 Date of birth: November 13, 1958 

 Education: BA in Economics and Accounting, Hebrew University of Jerusalem 

 Date of appointment: April 1, 2006 

 Employment in the past five years: Managing Partner, Fahn Kanne Control Management Ltd. Internal Auditor in Kardan 

N.V. 

 Position held in the Company, a 

subsidiary, an associate company or 

an interested party: 

 

Internal Auditor of Kardan Israel Ltd., Kardan Yazamut (2011) Ltd., Kardan Real 

Estate Enterprise and Development Ltd.  

 

16. Regulation 26b: Independent signatories on behalf of the corporation 

None.39 

17. Regulation 27: Independent auditors of Kardan NV 

In the Netherlands:  PricewaterhouseCoopers Accountants N.V 

Thomas R. Malthusstraat 5, 1066JR Amsterdam 

In Israel:  PwC Israel PricewaterhouseCoopers Accountants 

Trade Tower 25 Hamered Street Tel-Aviv 

18. Regulation 28: Changes to Memorandum of Association and Articles 

None.  

                                                           
39  The Company has no authorized signatory who can bind the Company or a subsidiary in a sum exceeding 5% of its total 

balance sheet assets. 



 

 

19. Regulation 29: Board recommendations and resolutions  

19.1 Board recommendations to the general meeting and board resolutions not requiring 

approval from the general meeting: 

1. Payment of dividend or implementation of a distribution as defined in the Companies 

Law, in another manner, or distribution of bonus shares; 

None 

2. Change to registered or issued capital of the Company. 

None  

3. Change to the Company's Memorandum of Association or Articles  

None. 

4. Redemption of redeemable securities, as defined in Section 312 of the Companies Law 

None. 

5. Early redemption of debentures 

For early redemption of debentures (Series A) and debentures (Series B) which have 

been approved by the Company's board of directors, see Section 7 above. 

6. Transactions not in accordance with market terms between the Company and an 

interested party: 

None. 

As a precautionary measure only, transactions with interested parties and controlling 

shareholders of the Company are listed in Sections 8 and 10 above. 

19.2 Resolutions passed by the General Meeting not in accordance with director 

recommendations 

None. 

19.3 Resolutions passed by a special general meeting: 

19.3.1 On December 12, 2016, the Company's general meeting passed the resolutions listed 

below: 

a) To appoint Mr. Groen as an independent non-executive board member for a period of 

four years ending in November 2020. 

b) To approve the payment of annual compensation to Mr. Groen in the sum of 26,000 

euros for his tenure as a Company board member. 

For additional details of the general meeting and the resolutions passed, see the immediate 

reports published by the Company on October 26, 2016 and December 12, 2016 (whose 

reference numbers are 2016-01-087621 and 2016-01-067719 respectively), which are 

included in this report by way of reference. 



 

 

19.3.2 For details of the resolutions passed by the meetings of holders of debentures (Series A) 

and of debentures (Series B), see Section 2.3 in the board of directors’ report. 

20. Regulation 29a: Company resolutions:  

20.1 Approval of officers' actions pursuant to Section 255 of the Companies Law: 

Not relevant. The Company is a Dutch company and is therefore not subject to the 

provisions of the Companies Law. 

20.2 Approval not granted to officers' actions pursuant to Section 254(a) of the Companies Law, 

whether or not submitted for approval pursuant to Section 255 of the Companies Law: 

Not relevant. The Company is a Dutch company and is therefore not subject to the 

provisions of the Companies Law. 

20.3 Extraordinary transactions requiring special approvals pursuant to Section 270(1) of the 

Companies Law: 

Not relevant. The Company is a Dutch company and is therefore not subject to the 

provisions of the Companies Law.  

As a precautionary measure, for details of transactions in which Kardan NV’s officers may 

have an interest, see Sections 8 and 10 above.  

As a precautionary measure, see details regarding the approval by the general meeting, 

after approval by the Company's board of directors40, of the compensation paid to 

Company officers, as set out in Sections 8.1, 8.3 and 19.3 above. 

20.4 Exemption, insurance and indemnification of officers effective on the reporting date:  

For details of the Company’s agreements regarding indemnification and insurance for its 

directors and officers, see Sections 10.1.5.1 and 10.1.5.2 above.  

 

 March 22, 2017 ________________________ 

 Date Kardan NV  

 

Names of Signatories:  

Ariel Hasson – CEO and Board member 

Einat Oz-Gabber – CFO  

Peter Sheldon – Chairman of the Board 

                                                           
40 And after receipt of a recommendation from the Remuneration, Appointment and Selection Committee. 
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