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This Corporate Governance Statement 2016 forms an
integral part of the 2016 Annual Report of Kardan N.V.
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Kardan N.V.

Kardan's corporate governance statement' has been
prepared in accordance with article 2a of the Decree of
December 23, 2004, establishing further instructions
concerning the content of annual reports (Besluit van
23 december 2004 tot vaststelling van nadere
voorschriften omtrent de inhoud van het jaarverslag)
as amended (the ‘Decree’). The information required
to be included in this statement as described in articles
3, 3a and 3b of the Decree is as follows:

1. the extent and manner of implementation of the
Dutch Corporate Governance Code;

2. the main characteristics of the risk management
and internal control systems connected with
Kardan's financial reporting process;

3. the functioning of the General Meeting of
Shareholders;

4. the composition and functioning of the Board; and

5. statement in light of Article 10 of the European
Takeover Directive.

1. The extent and manner of
implementation of the Dutch
Corporate Governance Code

Pursuant to the Decree, companies listed in the
Netherlands are required to comply with the Dutch
Corporate Governance Code adopted on December 9,
2003, as amended as at January 1, 2009 (the ‘Code’),
or in case of non-compliance explain the reason
thereof. In 2016 an updated version of the Code was
presented which will be applicable as from the
reporting year 2017. Kardan is currently assessing if
and how the implementation of the new Code will
affect its corporate governance framework; at this
moment no material changes of Kardan's corporate
governance framework are expected.

The full text of the Code can be found on

www.commissiecorporategovernance.nl.

1 Definitions used in this Corporate Governance Statement shall have
the meaning as set out in Kardan's Annual Report 2016.

The Code sets out sound business principles of
corporate governance and contains certain normative
standards that pertain, among other things, to the
relationship between the various corporate bodies of a
company. The Code primarily pertains to a two-tier
governance system and provides limited guidelines on
how to apply the Code to a one-tier governance
system. However, according to some guidelines
provided by the Corporate Governance Code
Monitoring Committee in the above-mentioned
report, its main advice is to apply the same principles
that refer to (members of) a supervisory board to
non-executive directors of a board, irrespective of
other responsibilities that these non-executive directors
may have. The committee acknowledges that it is
possible that a company cannot apply a principle of
the Code that relates to supervisory board members
directly to non-executive board members. If this is the
case, a company should explain why it cannot apply
such principle and relate it to the company-specific
situation. The mere fact that a company has a one-tier
governance system does not constitute a satisfactory
explanation.

The Board attributes great value to clear and
transparent reporting, which it believes benefits all of
its stakeholders, and fully endorses the main principle
of the Code, namely that compliance with the Code is
more a matter of tailored governance than checking
boxes. The Board takes a pragmatic approach in
applying the Code to its one-tier governance system
and will consequently explain where and why Kardan
deviates from the Code. When it is deemed necessary,
the Board will explain how certain principles and
provisions of the Code are applied to Kardan's one-tier
governance system.

Deviations from the Code

Management board, chapter II: For the explanation of
the Code in view of the one tier governance system,
this chapter is applied as to pertain to either the Board
as a whole or the CEO only, as applicable and
indicated per provision.
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Provision I1.1.1 — term of appointment: Given the fact
that the operations and the business model of Kardan
are by nature long term, it is deemed in the best
interest of Kardan and its stakeholders to include in the
Articles the provision that the CEO is appointed for a
maximum period of five years with the possibility of
reappointment. The intention of this is to establish a
stable, long-term commitment of management.
Although this term constitutes a deviation from the
Code, Kardan is of the opinion that it contributes to
the (long-term) best interests of Kardan and its
stakeholders and as such adheres to the broader sense
and interpretation of the Code.

Provision I1.1.2 — matters subject to approval: The
Board is of the opinion that Kardan complies with this
provision since the subject matters of this provision fall
outside the scope of the delegated daily management
by the Board to the CEO. As such, the subject matters
of this provision are subject to the approval of the
whole Board, as formalized in the Board Regulations.
With respect to item (d) (approval of corporate social
responsibility issues) it is noted that the Board fully
supports the fact that Corporate and Social
Responsibility (CSR) behavior is an essential element in
the future success of the operations of the Group and
that emphasis is laid on creating long-term, sustainable
solutions throughout the Kardan Group (see the
chapter on CSR on page 41 of the Annual Report
2016) as part of Kardan's business. When required, the
CEO will seek the approval of the Board with respect
to CSR and ESG regarding the operational and
financial objectives of Kardan 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 a CSR and ESG approach without the
Board's prior approval.

Provisions relating to principle 1.2 — remuneration: In
view of the one-tier governance system, principle 11.2
is applied to the remuneration of the CEO, being the

only executive Board Member. It is noted that, in
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deviation of the Code, a proposal for said
remuneration is drafted by the non-executive Board
Members, to be approved by the General Meeting of
Shareholders as the ultimate corporate body in the
Company.

Provisions relating to 11.2.3 - level and structure of the
remuneration: 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. This proposal is not necessarily
linked to share price and/or results. A proposal, if
applicable, will be submitted to the General Meeting
of Shareholders for approval.

Provision 11.2.4 - Il 2.6 and 2.7 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.

Supervisory board, Chapter Ill: For the explanation of
the Code in view of the one-tier governance system,
this chapter is applied to the non-executive Board
Members.

Provision 111.1.7 meetings without the Management
Board being present: Given the fact that the CEO is
the single executive Board Member and a new CEO
was appointed during the year, the Board did not meet
without the executive Board Member being present in
2016. The issues mentioned in this provision were
discussed in the one-on-one meetings the Chairman
had during the year with all non-executive Board
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Members as explained below and, when relevant these
issues were discussed in the Remuneration,
Appointment and Selection (RAS) committee as well.

It is intended that in 2017 the non-executive Board
Members will meet on at least one occasion without
the executive Board Member being present.

Provision I11.2.7 and Ill.8.4 — Independence: The Board
comprises a majority of independent non-executive
Board Members. However, during part of the year
2016, the number of independent and non-
independent Board Members was balanced. All Board
decisions during this period were taken unanimously.
In deviation of the Code, three non-executive Board
Members are non-independent, being Messrs.
Grunfeld, Rechter and Schnur. The Board is of the
opinion that, as they are the founders of Kardan and
consequently have extensive knowledge of the sectors
in which Kardan operates, their contribution to the
Board is of considerable value and thus justifies the
deviation from the Code.

Provision I11.3.3 and Ill.4.1.a — Induction: Kardan does
not consider it necessary to make a standard
introduction program mandatory for each newly
appointed non-executive Board Member. The Board
fully underwrites the principle that new non-executive
Board Members should be properly introduced to
Kardan and its businesses, but takes the view that such
introduction need not necessarily be contained in a
fixed, standard, program. If a newly appointed
non-executive Board Member or the Chairman
considers it necessary or desirable, he or she may
follow an introduction program that covers general
financial and legal matters, financial reporting within
the Kardan Group and/or any specific aspects that are
unique to Kardan and its business activities and to the
collective and individual responsibilities of non
executive Board Members.

Provision I11.3.5 — Limitation on terms of appointment:
Kardan has no limitation set on the number of terms
that non-executive Board Members can serve. Given
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the extensive knowledge that some non-executive
Board Members have of Kardan and its businesses,
Kardan considers it in its best interest and that of its
stakeholders not to limit the number of terms that
non-executive Board Members may serve. It is noted
that the General Meeting of Shareholders will at all
times be the designated body to appoint and reappoint
non-executive Board Members.

Provision 111.5.9 — 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.

Provision 111.6.4 — Conflict of interest: Transactions
between Kardan and legal or natural persons holding
at least 10% of the shares in Kardan's capital: Kardan
takes the view that suitable protection in this respect is
provided for given the provisions on conflicts of
interest included in its Articles and the Board
Regulations, in combination with the provisions on
transactions with Holders of Control (as defined in the
Articles and as further described in the ‘Related Party
Transactions’ section on page 49 of the Annual Report
2016).

Provision I1V.3.1 — Meetings with analysts etc.: As
Kardan frequently engages in meetings with its (debt
and equity) investors, it does not announce, for
practical reasons, all meetings with analysts,
presentations to analysts and presentations to investors
in advance on Kardan's website or by means of press
releases. Kardan does not enable all shareholders and/
or debt holders to follow these meetings and
presentations in real time. Kardan does not present any
other information to analysts than is published on the
Company's website. Presentations with respect to the
quarterly financial results are publicly announced and
posted on Kardan's website before the investor
conference call regarding the respective quarterly
results takes place. In the event that Kardan will give a
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special presentation, this presentation will be posted
on Kardan's corporate site in accordance with the
applicable rules and regulations.

2. Main characteristics of the risk
management and internal control
systems connected with Kardan's
financial reporting process

Taking risks is an integral part of doing business and
can create opportunities which in turn can lead to
positive results. Kardan therefore deems it important to
have a proper ‘risk culture’ throughout the Kardan
Group, entailing that all employees share a joint
responsibility in being risk aware and acting
accordingly. Likewise, Kardan believes that
management should lead the way through example.

Kardan considers risk management to be an integral
part of the daily management responsibility. In order to
ensure adequate knowledge and understanding of
local business environments, and thus to minimize
risks, the management teams of all Kardan group
companies consist of both local and international
members.

Kardan has a transparent and structured management
information system in place, based on monthly
management reports submitted and presented by the
subsidiaries to enable sound analyses and decisions.
The Company is listed on both the Euronext
Amsterdam and the Tel Aviv Stock Exchange. Its
governance structures are therefore solid and, given its
dual listing, Kardan is obliged to publicly report on the
quarterly results of the Group. As a result, this means
— among other things — that Executive Management
discusses strategic, operational and budgetary issues
with the management and boards of our subsidiaries
at least on a quarterly basis.

Kardan's risk management framework was originally

based on the principles of the Committee of
Sponsoring Organizations of the Treadway
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Commission (‘COSQ’) and has since been updated to
COSO IC 2013. The COSO frameworks were
designed to help organizations develop and maintain
their internal control systems, to enhance the
likelihood of achieving its targets and to be able to
adapt effectively to changes in the business and
operating environments. In view of the revised Dutch
Corporate Governance Code and in anticipation of the
proposed update to the COSO ERM Framework
Kardan is revising its risk management process for
2017 to secure alignment with best practices.

Kardan considers its risk management framework and
approach to constitute a link between strategy,
policy-making and operational execution and to be
instrumental in obtaining a clear view on its business
environment and the challenges it faces, and
accordingly to provide reasonable assurance that
sufficient and appropriate control measures are in
place to support the Group in achieving its objectives.

The Board and the Executive Management require the
subsidiaries to identify business and operational risk
factors and the relating control measures they have
taken and implemented. After approval of the
subsidiaries’ budgets and strategic plans, the Executive
Management prepares the final budget and strategic
plan for the Board. This includes Kardan's main risk
categories and the relating control measures as
determined during an annual risk assessment session
which is conducted by the Executive Management in
close cooperation with external risk management
professionals. Afterwards, the Executive Management
may decide to integrate some of the identified risk
categories and controls in ongoing management
information systems. Furthermore, after the first half
of the year, the Executive Management provides the
Board with an update on risks throughout the Group
in general and on certain identified risks and their
controls specifically. This detailed report is presented to
and discussed by the Board in detail.



The Board holds at least one formal budget meeting
per year, when the objectives of Kardan, and
consequently the strategy and business development
of its subsidiaries, are discussed at length. Furthermore,
this topic is a recurring topic on the agenda of Board
meetings during the year. The Board has emphasized
that the repayment of its Debentures is Kardan's prime
objective. The managers of the subsidiaries are aware
of this emphasis and take this into consideration in
their budgets and strategic plans.

During 2016 the Audit Committee discussed the role
of the internal auditor in Kardan N.V. The members of
the Audit Committee and the Executive Management
of the company agree that given the position of
Kardan as a holding and financing company the
operational risks in the group are predominantly on
the level of the operational subsidiaries. Internal audits
are undertaken on the level of these subsidiaries
regularly and no significant shortcomings were
detected during 2016. The current discussion is
therefore focusing on how to formulate an internal
audit function and plan at the level of Kardan that
effectively contributes to an increase in internal risk
control.

Besides complying with Dutch Securities Law
regulations, Kardan also complies with Israel’s
Securities Law regulations relating to the effectiveness
of internal control over financial reporting and
disclosure (‘Israeli SOX'). During the year under review
all steps have been taken to be able to provide a
declaration regarding the effectiveness of the internal
control as referred to previously. Based upon the work
performed, the CEO and the CFO of Kardan N.V. have
made a statement in the Israeli Annual Report that as
of December 31, 2016 the control over financial
reporting and disclosure is effective (‘the Control
Statement’).

The effectiveness of the internal controls over financial
reporting and disclosure was also audited by the
Group's external auditors. In addition, Kardan's (main)
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subsidiaries provide Kardan with a representation letter
on a yearly basis.

The In-Control Statement of the Board, as required by
Dutch Securities Law, can be found on page 40 of the
Annual Report 2016.

3. Functioning of the General Meeting of
Shareholders:

Shareholders and Shareholders' Rights
General Meeting

The Annual General Meeting of Shareholders is the
forum where the Board accounts for the manner in
which it has performed its duties. The CEO gives a
presentation on business developments over the
preceding year and shareholders are given the
opportunity to raise questions on the business and
current matters. Kardan considers it to be in its interest
that the shareholders take part in the decision-making
process in the General Meeting of Shareholders as
much as possible.

Each shareholder has the right to attend the General
Meeting of Shareholders which is held in the
Netherlands, either in person or represented by proxy,
and to address the meeting and to exercise voting
rights subject to the provisions of the Articles and
Dutch law. A shareholder has the aforementioned
rights if he/she is registered as a shareholder on the
applicable record date as set by the Board and
announced in the convocation notice. To the extent
practically feasible, investors located in Israel can
participate in a General Meeting of Shareholders by
means of a conference call or a video conference.

A General Meeting of Shareholders is held at least
once a year in order to, among other things, discuss
the report of the Board, to adopt the statutory
financial statements, to appoint the external auditor, to
adopt any proposal concerning dividends, to, if
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applicable, appoint and reappoint board members, to
amend the Articles and to consider any other matters
proposed by the Board or the shareholders in
accordance with the Articles and Dutch law. Pursuant
to both Dutch law and the Articles, the General
Meeting of Shareholders discusses and passes, under a
separate agenda item, resolutions discharging board
members from their responsibilities for the
performance of their respective duties in the preceding
financial year. This discharge only pertains to matters
known to Kardan and the shareholders at the time the
resolution is adopted. The external auditor will attend
and be entitled to address the General Meeting of
Shareholders.

Other General Meetings of Shareholders may be held
as often as the Board deems necessary. In addition,
one or more shareholders holding at least 10% of
Kardan's issued share capital can request the Board, in
writing, to convene a General Meeting of
Shareholders, specifying in detail the items to be
discussed. If the Board fails to convene and hold a
meeting, the requesting shareholder(s) may call the
meeting, observing Dutch law and the Articles.

Voting

Each share carries one vote. Kardan has only one class
of shares, being ordinary shares with a nominal value
of EUR 0.20 each. Dutch law requires Kardan to set
the record date for the exercise of the voting rights
and the rights relating to General Meetings of
Shareholders on the twenty-eighth day prior to the
day of the General Meeting of Shareholders. Unless
provided otherwise by Dutch law or the Articles, there
are no quorum requirements. At present, Kardan does
not facilitate electronic voting.

As a general rule, resolutions are adopted by an
absolute majority of the votes cast. Dutch law and the
Avrticles can stipulate that certain resolutions are
adopted by a qualified or special majority of the votes
cast. An example hereof is the approval of Related
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Party Transactions as described on page 49 of the
Annual Report 2016.

Furthermore, the Articles and Dutch law require that
certain important resolutions made by the Board are
subject to the prior approval of the General Meeting of
Shareholders, for example the entering into
Extraordinary Transactions, as defined in the Articles.

Proposed resolutions

One or more shareholders representing at least 3% of
Kardan's issued share capital has/have the right to
request the Board to place items on the agenda of a
General Meeting of Shareholders provided such
request is duly motivated and explained or
accompanied by a draft resolution. The Board shall
then add the item to the meeting's agenda, provided
that the request is received by the Board in writing no
later than on the sixtieth day before the day of the
General Meeting of Shareholders.

Notice of a General Meeting of Shareholders shall be
given ultimately on the forty-second day prior to the
day of the General Meeting of Shareholders.

Changes to rights

Rights of shareholders may change pursuant to an
amendment to the Articles, a statutory merger or
demerger or dissolution of the Company. A resolution
of the General Meeting of Shareholders is required to
effect these changes.

4. The composition and functioning of
the Board

Board and CEO
Kardan is managed by a one-tier Board, which

currently comprises one executive Board Member,
being the CEO and eight non-executive Board
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Members. The Board reports to the General Meeting
of Shareholders of Kardan.

The Board Members have a shared responsibility for
Kardan's general course of affairs and are collectively
responsible for: a) Kardan's strategy and objectives;
b) Kardan's financial status; c) Kardan's organizational
structure; d) the publication of prospectuses or shelf
prospectuses by Kardan; e) the financial and periodic
reports issued by Kardan; f) the fairness and
reasonableness of the remunerations received by the
highest remunerated employees within the Kardan
Group; and g) issuance of debenture series and/or
other securities.

The responsibility for the day-to-day management is
assigned to the CEO based on a power of attorney
provided by the Board. The CEO is authorized to
represent Kardan, jointly with a member of the
Executive Management, but needs the Board's prior
approval with respect to material transactions such as,
but not limited to: acquiring or alienating assets with a
value exceeding € 10,000,000 or providing guarantees
to parties outside the Kardan Group for an amount
exceeding € 10,000,000. These restrictions are
included in the Articles and in the Board Regulations.
Moreover, the CEO will ensure that he provides the
Board Members with all information required to carry
out their duties in a timely and well-founded manner.

In any case, certain duties remain the exclusive domain
of the non-executive Board Members, such as
supervising the CEO and nominating Board Members
for appointment by the General Meeting of
Shareholders.

Although management and supervisory duties are
allocated between executive and non-executive Board
Members, the principle of collective responsibility
applies to the entire Board, executive and non-
executive Board Members alike.
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The Board supervises the performance of the CEO's
duties by assessing, for example: a) the achievement
of Kardan's objectives; b) the implementation of the
corporate strategy; c) the risks inherent in the business
activities and the design and effectiveness of the
internal risk management and control systems; d) the
financial reporting process; e) compliance with
legislation and regulations; f) close involvement in the
case of a takeover bid; and g) the company/
shareholder relationship.

The Board acts in accordance with the Articles and
Board Regulations, both published on Kardan's
website. The Board is supported by the Company
Secretary who ensures that the correct procedures are
followed and that the Board acts in accordance with its
statutory obligations and its obligations under the
Articles and the Code.

Chairman

The Chairman of the Board is an independent,
non-executive Board Member. The Chairman sets the
agenda, chairs the Board meetings and monitors the
proper composition and functioning of the Board, the
Audit Committee and the RAS Committee.
Furthermore, the Chairman is responsible for ensuring
that the members of the Board receive, in a timely
manner, all information from the CEO and other senior
members of the management team, which is required
for the proper performance of their duties. He also
oversees the decision-making process itself and
actively monitors any potential conflict of interest
when matters are discussed and decisions need to be
taken by the Board. In the absence of the Chairman,
the Vice-Chairman shall replace him.

The Chairman meets, at least once a year, individually
with each non-executive director to ensure that any
issues of interest or concern to either party in relation
to the Board and its functioning are fully aired.
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Appointment and composition of the Board

Following a recommendation of the RAS Committee,
the Board has the right to make nominations for Board
candidates that are subsequently put forward for
appointment by the General Meeting of Shareholders.
Each non-executive Board Member is appointed for a
period of four years, ending no later than at the end of
the General Meeting of Shareholders held in the fourth
year after the year of appointment. Each non-
executive Board Member may be reappointed for a
new term of office. The executive Board Member
(CEO) is appointed for a period of five years.

The Board itself determines its size, provided that the
Board must comprise at least three members and a
maximum of fifteen. Each Board Member must be
capable of assessing the broad outline of Kardan's
overall policy and must have the specific expertise
required for the fulfillment of the duties assigned to
the role designated to him/her in the Board profile. In
addition, a Board Member must have sufficient time to
allocate to the duties required from him/her.

The Board can request its members to retire early in
the event of inadequate performance or a structural
incompatibility of interests. It is considered desirable
for the Board to represent, to the extent possible,

a wide range of expertise so that it has relevant
knowledge of, and experience in, business
management, financial administration, legal issues and
accounting for listed companies. Although the
composition of the Board is currently not in full
accordance with the statutory requirements on gender
diversity, having only one female Board Member, the
Board recognizes the importance of a gender balanced
composition and takes this into account when
selecting potential Board nominees. However, as
gender is only part of diversity, the Board will continue
to select members on the basis of their background,
knowledge and experience.
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The Board Members comply with the rules under
Dutch corporate law pertaining to the limitation of the
number of board positions in Dutch large companies.
Pursuant to Kardan's insider trading policy, the Board
Members cannot trade in Kardan's securities during
closed periods prior to the publication of annual or

periodic results.
Biographies

An overview of the Board Members and their
biographies, as of the date of this report, is presented
below.

Peter Sheldon (1941) — Chairman

Chairman of the Board, non-executive Board Member,
member of the Audit Committee and member of the
RAS Committee.

Nationality: British and Israeli

Mr. Sheldon started his career as a chartered
accountant in London, UK, in 1958 and since 1971,
when he left professional practice, has built a very
successful international career in senior, executive and
non-executive positions in a wide range of
international listed and private companies, including
Hambros Bank plc. Mr. Sheldon served as non
executive chairman of BATM Advanced
Communications Ltd., an Israeli technology company
listed on the London and Tel Aviv Stock Exchanges for
15 years until December 31, 2014. As a result of his
varied professional and commercial career, Mr. Sheldon
has acquired total familiarity with the capital markets,
their institutions and all aspects of corporate
governance.

Ariel Hasson (1973) - CEO

Executive Board Member and CEO

Nationality: Israeli

Mr. A. Hasson holds a BA in management and
economics from the Tel Aviv University as well as an
MBA from the Kellogg School of Management at the
Northwestern University (lllinois, US). He worked for
the Boston Consulting Group and subsequently joined



Bank Hapoalim, Israel's largest bank, as chief advisor
to the CEO and later as Executive Vice President,
Head of Emerging Markets Banking. Since 2010

Mtr. Hasson served as the CEO of TBIF Financial
Services, a fully-owned subsidiary of Kardan N.V
holding the group's banking and retail lending
businesses. In April 2016 Mr. Hasson was appointed
as CEO of Kardan N.V.

Cor van den Bos (1952) - Vice-Chairman
Vice-Chairman of the Board, non-executive Board
Member and chairman of the Audit Committee
Nationality: Dutch

Mr. Van den Bos has a master's degree in business
economics and in auditing/accountancy from Erasmus
University Rotterdam, the Netherlands. He started his
extensive career at AEGON, a Dutch insurance
company, where he ultimately served on the executive
board of AEGON Netherlands N.V. In this capacity he
was responsible for, among other things, general
insurance business lines, ICT, and investments and
finance. Mr. Van den Bos consecutively served as a
member of the executive boards of Athlon Groep N.V.,
a Dutch listed leasing company and SNS Reaal N.V.,

a bank and insurance company, which became listed
during his tenure. Mr. Van den Bos is currently
supervisory board member at ASR Nederland N.V.
(Vice-Chairman, Chairman of the Audit Committee,
Chairman of ASR Bank N.V.), C.E.D. Holding b.v.
(Chairman) and Noordwijkse Woningstichting
(Chairman).

Max Groen (1946)

Non-executive Board Member

Nationality: Dutch

Mr. Groen holds a master's degree in economics and
accounting from the University of Amsterdam, the
Netherlands, and has a postgraduate degree in
accountancy. Mr. Groen worked as an auditor for over
30 years, ultimately as partner of KPMG N.V. Prior to
being appointed as a non-executive Board Member of
Kardan in December 2016, Mr. Groen served as a

member of the Kardan's supervisory board from July
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2005 until May 2012, when Kardan adopted a
one-tier governance system. Mr. Groen then continued
to serve as a non-executive board member of Kardan
and Member of the Audit Committee until August
2015 when he resigned from the Board, as it turned
out only temporarily.

Yosef Grunfeld (1942)

Non-executive Board Member

Nationality: Israeli

Before founding the Kardan group of companies in
1990, Mr. Grunfeld was active in the diamond
business. As of the start of the Kardan group of
companies until December 2012, Mr. Grunfeld served
as a director in various Israeli companies that were or
still are either subsidiaries of, or associated with the
Kardan Group. Currently, Mr. Grunfeld is chairman of
the Board of Directors of the separately listed and
independent company Kardan Israel Ltd., chairman of
the Board of Directors of Kardan Yazamut (2011) Ltd.
as well as Director in various other companies in Israel.
He currently holds 17.47% of the issued share capital
and voting rights of Kardan.

Additionally, Mr. Grunfeld has a voting agreement
with Messrs. Schnur and Rechter, which represents a
combined total of approximately 37.47% of the voting
rights of Kardan (excluding their voting rights on
account of their respective indirect shareholdings in
Kardan Israel Ltd., which holds 10% of the issued
share capital of Kardan). Given the above,

Mr. Grunfeld is considered a non-independent,
non-executive Board Member within the meaning of
the Code.

Bouke Marsman (1974)

Non-executive Board Member and member of the RAS
Committee and the Audit Committee

Nationality: Dutch

Mr. Marsman has a master degree in chemical
engineering and an MBA from IESE Business School in
Barcelona. He started his career as a business analyst
at Arthur D. Little, after which he held several
positions at McKinsey & Company. At present,
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Mr. Marsman is Chief Financial Officer at SlimPay,
an innovative financial technology company.

Mr. Marsman is also a member of the supervisory
board of the Dutch ALS foundation.

Eytan Rechter (1949)

Non-executive Board Member

Nationality: Israeli

As one of the founders of the Kardan Group,

Mtr. Rechter has a long-term involvement in the
Kardan Group and currently holds board positions in
various companies including Kardan Israel Ltd.,
Kardan Technologies Ltd., Kardan Vehicles Ltd. and
Kardan Yazamut (2011) Ltd. (none of which are part
of the Kardan Group).

Mr. Rechter currently holds 3.45% of the issued share
capital and voting rights of Kardan. Additionally,

Mr. Rechter has a voting agreement with

Messrs. Grunfeld and Schnur, which represents a
combined total of 37.47% of the voting rights of
Kardan (excluding their voting rights on account of
their respective indirect shareholdings in Kardan Israel
Ltd., which holds 10% of the issued share capital of
Kardan). Furthermore, Mr. Rechter holds 94,137
Debentures Series B as issued by Kardan. Given the
above, Mr. Rechter is considered a non-independent,
non-executive Board Member within the meaning of
the Code.

Avner Schnur (1948)

Non-executive Board Member

Nationality: Israeli and Belgian

Mr. Schnur has served as President of Astra Diamonds
Manufacturers Ltd. since 1986. He also served as a
director in various other Israeli companies that are
either subsidiaries of, or associated with, the Kardan
Group and presently serves as board member of
Kardan Yazamut (2011) Ltd. (not part of the Kardan
Group). Mr. Schnur was a member of the supervisory
board of Kardan as of July 2009 until May 31, 2012,
when Kardan adopted a one-tier governance system.
Mr. Schnur has extensive knowledge of the Kardan
Group and currently holds 16.55% of the issued share
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capital and voting rights of Kardan. Additionally,

Mr. Schnur has a voting agreement with

Messrs. Grunfeld and Rechter which represents a
combined total of 37.47% of the voting rights of
Kardan (excluding their voting rights on account of
their respective indirect shareholdings in Kardan Israel
Ltd. which holds 10% of the issued share capital of
Kardan). Given the above, Mr. Schnur is considered a
non-independent, non-executive Board Member
within the meaning of the Code.

Machalina (Elly) Seinstra (1951)

Non-executive Board Member and Chairman of the
RAS Committee

Nationality: Dutch

Mtrs. Seinstra holds a master's degree in Dutch law and
is specialized in regulatory matters, contract law,
banking law and corporate law, and has broad
experience with international regulated companies in
legal management positions, such as MeesPierson N.V.,
Fortis Bank N.V., Shell International B.V. and TNT N.V.
Mrs. Seinstra has been active as a legal consultant to a
broad variety of companies in the Netherlands since
mid-2007.
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Reappointment Scheme

Participation in board  Year of Nationality Status Date of first End of

committees Birth appointment current term

Mr. P. Sheldon Audit 1941 British Non-executive May 26, 2016 AGM 2020
(Chairman) RAS Independent

Mr. A. Hasson 1973 Israeli Executive May 26, 2016 AGM 2021
(CEO) Non-independent

Mr. C. van den Bos Audit (chairman) 1952 Dutch Non-executive February 6, 2013 AGM 2017

(Vice-Chairman) Independent

Mr. M. Groen 1946 Dutch Non-executive December 12, Nov 2020
Independent 2016

Mr. Y. Grunfeld 1942 Israeli Non-executive February 6, 2013 AGM 2017

Non-independent

Mr. B. Marsman RAS 1974 Dutch Non-executive August, 2015 AGM 2019*
Audit Independent
Mr. E. Rechter 1949 Israeli Non-executive February 6, 2013 AGM 2017

Non-independent

Mr. A.A. Schnur 1948 Israeli Non-executive May 26, 2016 AGM 2020
Non-independent

Mrs. M. Seinstra RAS 1951 Dutch February 6, 2013 AGM 2017

Appointments ended in

2016
Mr. A. May RAS (chairman) 1955 Belgian Non-executive May 31, 2012 Appointment
Audit Independent ended at AGM
2016
Mtr. S. Oren 1959 Israeli Executive May 31, 2012 Resigned per April
(CEO) Non-independent 15,2016

*

see for details of his appointment page 46 of the chapter on
Governance and Compliance in the Annual Report 2016.
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Board meetings

The Board meets at least every quarter, at the
Company's headquarters in Amsterdam and when
necessary, by conference call.

Each Board Member has one vote and a resolution is
adopted if a simple majority of the Board Members
votes in favor. However, the Board strives to resolve
matters with full consensus. The Chairman does not
have a casting vote.

Internal regulations and conflicts of
interest of Board Members

Kardan's Articles include extensive provisions on
conflicts of interest between Kardan and Holders of
Control (as defined in the Articles), which are also
applicable if these Holders of Control hold a position
on the Board (for a further description of these
provisions, see the section ‘Related Party Transactions’
in the chapter ‘Governance and Compliance’ in the
Annual Report 2016).

In addition, Kardan endorses the principles and
provisions of the Code that address conflicts of interest
between Kardan and one or more Board Members. To
this effect, provisions have been included in the Board
Regulations covering best practice provisions 11.3.1
through 11.3.4 and 111.6.1 through 111.6.3 of the Code.

Board Committees

The Board has established an Audit Committee and
a RAS Committee, comprising only non-executive
independent Board Members, without in any way
derogating from their primary responsibilities. The
respective chairmen of these committees report
periodically to the entire Board on their activities.

Both committees are subject to specific regulations

which form part of the Board Regulations, and which
can all be found on the corporate website.
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Audit Committee

The Audit Committee consist of Messrs. Van den Bos
(Chairman), Sheldon and Marsman. Its tasks are:

a) to review on an annual basis the accounting
policies, practices and going-concern assumption of
Kardan and to discuss compliance with accounting
standards, regulatory and legal requirements; b) to
review the adequacy of coordination between the
internal and external auditors and to discuss annually
with the auditors (internal and external) the scope of
the audit, the cost effectiveness of their work and their
independence (it is noted that discussions with the
internal auditor in 2016 were limited to the scope of its
work as explained above); c) to review the state and
effectiveness of the financial reporting and internal
control systems used throughout Kardan (including
effectiveness of business risk assessment); d) to review
and discuss the auditor's report on Kardan's accounts,
review the results of the internal and external audit,
the contents of the (consolidated) management letters
and responses from management; e) to review and
discuss the financing of Kardan, the policy of Kardan
on tax planning and the applications of information
and communication technology (‘ICT'); f) to discuss
major judgmental areas and significant legal action
commenced against or by the business; g) to assume
the responsibilities of a balance sheet committee as
defined under Israeli regulations; h) to review the
annual and periodic (quarterly) financial statements of
Kardan before the Board and recommend to the Board
whether to approve them or not; and i) to review any
other matter within the terms of reference as the Audit
Committee deems appropriate.

The Audit Committee acts as the principal contact for
the external auditor, should the auditor discover
irregularities in the content of the financial statements.
The Audit Committee is authorized to request advice
from outside experts if deemed necessary.

There should be at least one financial expert on the
Audit Committee. The Chairman of the Board is not

permitted to chair the Audit Committee.


http://www.kardan.nl/images/annual-report/annual-reports/AR2016.pdf
http://www.kardan.nl/about-kardan/governance-policies-documents

Remuneration Appointment and Selection
Committee

The RAS Committee consists of Mrs. Seinstra
(chairman), Mr. Sheldon, and Mr. Marsman.

The tasks of this committee include, among other
things, (i) preparing a remuneration policy for the
Board, to be adopted by the General Meeting of
Shareholders, (ii) preparing a remuneration policy for
the Executive Management, to be adopted by the
Board, (iii) preparing a proposal concerning the
individual remuneration of the CEO and non-executive
Board Members, to be adopted by the General
Meeting of Shareholders, (iv) preparing the Board's
remuneration report for inclusion in Kardan's annual
report, (v) preparing the selection criteria and
appointment procedures for Board Members,

(vi) periodically evaluating the scope and composition
of the Board and (vii) periodically evaluating the
functioning of individual Board Members and the
members of executive management; (viii) proposing
(re)appointment of the CEO and non-executive Board
Members to the Board, to be adopted by the General
Meeting of Shareholders; and ix) supervising the policy
of the CEO in relation to the selection and
appointment of the executive management. In
accordance with a newly implemented policy on the
remuneration of senior management of the Kardan
Group, the RAS Committee approves, on an annual
basis, a list of senior managers whose remuneration is
deemed to be governed by the policy and assesses and
advises the CEO on the packages of such senior
managers prior to such package being offered.

5. Statement in light of Article 10 of the
European Takeover Directive

In accordance with Article 10 of the European
Takeover Directive, companies with securities that are
admitted to trading on a regulated market are obliged
to disclose certain information in their annual report.

Corporate Governance Statement 2016

Kardan must therefore disclose the following

information and/or make the following statements:

a. An overview of Kardan's capital structure is
included on pages 118 and 119 of the Annual
Report 2016.

b. Shares in the capital of Kardan are freely
transferable.

c. Substantial shareholdings within Kardan are
included on page 11 of the Annual Report 2016.

d. There are no special control rights attached to
Kardan's shares.

e. Several senior officers have been granted options
to purchase shares in Kardan, which is further
described on page 53 of the Annual Report 2016.

f. There are no limitations to voting rights on the
shares of Kardan's capital.

g. Kardan is not aware of any agreements that might
result in a limitation of the transferability of the
voting rights on shares in Kardan's capital.

h. The provisions regarding the appointment and
dismissal of Board Members, and the provisions
regarding amendments to the Articles are described
in Kardan's Articles, which are available on
Kardan's website.

i. The General Meeting of Shareholders may
authorize the Board (i) to purchase shares in its
own capital, and (ii) to issue and grant rights to
subscribe for shares and to limit or exclude
pre-emptive rights of shareholders in the event of
issuing and granting rights to subscribe for shares.
Further information can be found in Kardan's
Articles and in the minutes of the relevant General
Meetings of Shareholders of Kardan with respect
to authorizations that have been granted to the
Board.

At the AGM 2016, the shareholders authorized the
Board for a period of eighteen months as of that
day, May 26, 2016, to resolve for the Company to
acquire shares in the Company, within the limits of
the law and the articles of association of the
Company, which acquisition may not result in the
Company (and/or one of its subsidiaries) holding
(jointly) more than ten percent (10%) of the shares
in the Company'’s capital.
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At the AGM 2015 the authorization to issue and
grant rights to subscribe for shares and to limit or
exclude pre-emptive rights of shareholders in the
event of issuing and granting rights to subscribe for
shares was granted for a period of five years,
taking into account the limits provided by law and
the Articles and provided that no more than 10%
of the non-issued shares of the Company's
authorized capital can be issued annually.

There are no important agreements to which
Kardan is a party and which will come into force,
be amended or be terminated under the condition
of a change of control over Kardan as a result of a
public offer2.

There are no agreements between Kardan and
Board Members or other employees that entitle
them to any compensation rights upon termination
of their employment as a result of the completion
of a public offer on Kardan's shares.

Amsterdam, April 12, 2017

Board of Directors

P. Sheldon (Chairman)

A. Hasson (CEQ)

C. van den Bos (Vice-Chairman)

B. Marsman

M. Groen

Y. Grunfeld

E. Rechter

A. Schnur

M. Seinstra

2 According to the Deeds of Trust, in case a prohibited controlling shareholder, as defined in the Deeds of Trust, has joined the Company
(or the control of the Company has passed into the hands of a prohibited controlling shareholder), the Debenture Holders shall have
cause for immediate repayment of the Debentures Series A and B.
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