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2015 RESULTS KARDAN N.V.

‘Kardan’s (‘Kardan’ or ‘the Company’) operating subsidiaries all contributed a positive result to the Company’s
2015 consolidated net result. However, this profitable contribution was more than off-set by an increase of
EUR 41 mn in financing expenses totaling to EUR 60 mn in the year (2014: EUR 19 mn expenses).
This significant increase arose predominantly from adverse foreign exchange rate movements on the Company’s
Israeli Shekel (‘NIS’) denominated debentures. As a result, despite the positive contributions of the operating
subsidiaries, Kardan is reporting a consolidated net loss of EUR 22.9 mn in 2015 (2014: EUR 5.1 mn profit).
In Q4 2015 alone, financing expenses amounted to EUR 16.7 mn (Q4 2014: EUR 2.5 mn income). Q4 2015
resulted in a net consolidated loss of EUR 18.1 mn (2014 EUR 16.5 mn profit).
Looking back on 2015, the agreement which we came to with our Debenture Holders mid-year was a significant
milestone, giving us additional time to generate cash to fulfil our obligations to them in the coming years albeit at a
price of a higher interest rate and the provision of collaterals, among other things. We also successfully sold
KWIG, our water infrastructure company in China, of which we completed the first phase (75%) at the beginning of
2015 and we are due to complete the second phase in the coming months. The sale of KWIG, with a transaction
value of approximately EUR 86 mn, contributed a gain of EUR 20 mn to our 2015 results. Moreover, we recently
announced that we have signed an agreement to sell TBIF, holding our banking and retail banking activities –
pending certain conditions precedent - for an initial consideration of approximately EUR 69 mn.
2015 was an important year for Kardan Land China. In August, the shopping mall of our, award winning new, large
Europark project, Galleria Dalian, opened its doors offering its visitors a meeting place for entertainment, leisure
and shopping and connected to a brand new subway. For the full year 2015 therefore, a significant EUR 20.9 mn
fair value adjustment could be recognized with respect to the mall. In addition, Building B of the Europark project
was sold. Although the façade, core and shell of the building was completed, the entire interior needs to be
constructed according to the buyer’s specifications to make it a high quality apartment hotel, and therefore we
expect the handover to take place in the fourth quarter 2017. Kardan Land China did, however, receive 50% of the
transaction value which it is using to further develop the Europark project. During 2015 we saw an increase in sale
contracts for the residential apartments of our joint venture projects. Moreover, significantly more apartments were
handed over during 2015 than in the previous year.
Our water infrastructure subsidiary Tahal reported a larger (y-o-y) profit from continuing operations in 2015, albeit
at lower margins on a different mix of projects. The results were also impacted by a one-off charge relating to the
early repayment of a loan following the sale of KWIG and by the strong USD and NIS versus the Euro. The
decrease of the global oil price and its impact on budgets of some countries which consequently postponed a
number of planned projects affected Tahal as a few of the many tender proposals outstanding were delayed.
TBIF, our banking and retail lending segment, reported continued excellent improvement (y-o-y) in its net result for
2015; a product of good organic growth of its well performing portfolio combined with efficient liquidity
management and cost control. Avis Ukraine (reported under equity earnings) also reported improved earnings.
The lower (y-o-y) result of the fourth quarter 2015 for this segment was mainly due to one-off items relating to the
recently announced sale of TBIF.
Last week my decision to step down after four fascinating years as CEO of Kardan, and the appointment of Ariel
Hasson, currently CEO of Kardan Financial Services, were announced. I have full confidence in Ariel Hasson as
new CEO of Kardan and wish him well. Under Ariel’s leadership our financial services division has moved from a
loss making to a very profitable entity. The future is likely to continue to be challenging for Kardan, as we continue
to face the task of repayment of the still substantial amount of outstanding debentures and the forex exposure risk
they pose. We remain confident, however, that our operating activities will continue to strengthen and we remain
committed to fully meeting our repayment obligations’, states Shouky Oren, CEO of Kardan N.V.
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Highlights Q4 + FY 2015:
Kardan N.V.
Q4 2015:



EUR 18.1 mn net loss to equity holders (Q4 2014: profit of EUR 16.5 mn)
Financing expenses of EUR 16.7 mn (2014: EUR 2.5 mn income) including
EUR 10 mn impact predominantly due to adverse NIS/Euro foreign exchange movement
(Q4 2014: EUR 6.2 mn positive impact)

2015



EUR 22.9 mn net loss to equity holders (2014: EUR 5.1 mn net profit)
Financing expenses of EUR 60.1 mn (2014: EUR 19 mn) including EUR 33 mn impact
predominantly due to adverse NIS/Euro foreign exchange movement
(2014: EUR 3.8 mn negative impact)

Real Estate
Q4 2015


EUR 4.0 mn net loss predominantly due to one-off impairments
(Q4 2014: EUR 20.6 mn net profit, including delivery of A2 building and gain on sale of Galleria
Chengdu)

2015


EUR 8.9 mn net profit primarily on the revaluation of Galleria Dalian (completed in Q2 2015),
mitigated by low equity earnings and higher financing expenses (2014: EUR 24.6 mn profit)

Water Infrastructure
Q4 2015



EUR 1.3 mn net profit (Q4 2014: EUR 6.8 mn net loss)
Improvement in profit from continuing operations

2015




EUR 21.5 mn net profit including EUR 20.1 mn net profit on discontinued operations of KWIG and
a one-off charge (EUR 3 mn) relating to a correlating early repayment of the FIMI loan
(2014: EUR 1.5 mn net loss),
Profit from continuing operations (adjusted for the FIMI loan) improved to EUR 4.4 mn from
EUR 2.4 mn (2014)
Positive impact of strengthening of USD and NIS versus the Euro

Banking and Retail Lending
Q4 2015



EUR 1.7 mn net profit (2014: EUR 2.1 mn net profit)

2015


EUR 13.3 mn net profit on growth in revenues, better equity earnings and increased account
service including F/X (2014: EUR 7.6 mn net profit)
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The quarterly results 2015 of Kardan N.V. are shown in the table below:

Condensed Consolidated Income Statement Kardan N.V.
Condensed consolidated income statement 2015 Kardan NV by Quarter*
Q1/2015

Q2/2015

Total revenues
Total expenses

48.5
48.4

61.6
57.9

54.2
53.6

51.8
54.3

216.1
214.2

Profit (loss) from operation before fair value
adjustments, disposal of assets and financial expenses

0.1

3.7

0.6

(2.5)

1.9

Profit (loss) from fair value adjustments and on disposal
of assets, investments and other income (expenses)

0.8

21.1

0.1

(0.7)

21.3

Result from operations before finance expenses and
income taxes

0.9

24.8

0.7

(3.2)

23.2

(27.7)

(17.7)

2.4

(17.4)

(60.4)

0.4

(1.9)

1.7

2.5

2.7

Profit (Loss) before income tax

(26.4)

5.2

4.8

(18.1)

(34.5)

Income tax (expenses)/benefit

(1.0)

(6.1)

(0.3)

(1.1)

(8.5)

Profit (Loss) from continuing operations

(27.4)

(0.9)

4.5

(19.2)

(43.0)

Profit (Loss) from discontinued operations

20.0

(0.8)

(0.2)

1.1

20.1

Profit (Loss) for the period
Attributed to share holders

(7.4)
(7.6)

(1.7)
(1.5)

4.3
4.3

(18.1)
(18.1)

(22.9)
(22.9)

15.5

(8.7)

(12.6)

3.8

(2.0)

7.9

(10.2)

(8.3)

(14.3)

(24.9)

Financing income (expenses), net
Share of profit of associates and joint ventures
according to equity method

Q3/2015 Q4/2015
In € millions

2015

Other Comprehensive income / (loss)
Total Comprehensive income/(loss) to equity
holders
(*) Numbers are rounded.

The 2015 condensed consolidated income statements, split into the different segments of Kardan N.V. is shown in
the table below. It is noted that the comparable results of 2014 and 2013 have been adjusted to reflect the impact
of the discontinued operations of KWIG.

Condensed consolidated income statement Kardan N.V.
For the full year ended December 31, 2015:
Real
Estate

Total revenues
Total expenses

Water
Infrastructure

Banking
and
Retail
lending

Other

In € millions
5.1

Total

Total

Total

12M - 2015

12M - 2014

12M- 2013

216.1
214.2

230.4
223.8

184.0
188.5

6.7
17.0

167.9
160.3

41.5
31.8

Profit (loss) from operation
before fair value adjustments,
disposal of assets and
financial expenses

(10.3)

7.6

9.7

(5.1)

1.9

6.6

(4.5)

Profit (loss) from fair value
adjustments, disposal of
assets, investments and other
income (expenses)

21.3

0.3

0.5

(0.8)

21.3

26.7

(4.2)
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Result from operations
before finance expenses

11.0

7.9

10.2

(5.9)

23.2

33.3

(8.7)

Financing income (expenses),
net

(1.6)

(2.1)

3.4

(60.1)

(60.4)

(19.3)

(44.3)

Share of profit of associates
and joint ventures according to
equity method

2.6

(1.5)

1.7

(0.1)

2.7

6.7

12.3

Profit (Loss) before income tax

12.0

4.3

15.3

(66.1)

(34.5)

20.7

(40.7)

Income tax (expenses)/benefit

(3.1)

(2.9)

(2.0)

(0.5)

(8.5)

(13.0)

(11.8)

Profit (Loss) from continuing
operations

8.9

1.4

13.3

(66.6)

(43.0)

7.7

(52.5)

Profit (Loss) from discontinued
operations

-

20.1

-

-

20.1

(2.6)

(69.5)

Profit (Loss) for the period
Attributable to:

8.9

21.5

13.3

(66.6)

(22.9)

5.1

(122.0)

Non-controlling interest
Net result for equity

8.9

21.5

13.3

(66.6)

(22.9 )

5.1

(20.6)
(101.4)

(2.0)

26.9

-

(24.9)

32.0

(101.4)

Other comprehensive
income/(loss)
Total Comprehensive
Income / (Loss) to Kardan
equity holders

Overall summarized review of 2015 results
If developments are specifically attributable to Q4 2015, these are mentioned separately in all following analyses.
For the full year 2015 Kardan recognized a consolidated net loss of EUR 22.9 mn (2014: EUR 5.1 mn net profit).
All operating segments contributed positive results from continuing operations and additionally a net gain of
EUR 20.1 mn on the sale of KWIG in China was recognized. These profitable contributions were, however, more
than off-set by an increase of EUR 41 mn in financing expenses totaling to EUR 60.1 mn in the year
(2014: EUR 19 mn expenses). The increase in financing expenses was due to primarily a substantial impact arising
from adverse foreign exchange rate movements on the Company’s Israeli Shekel (‘NIS’) denominated debentures
and a movement in the CPI, together totaling EUR 33 mn, (2014: negative impact of EUR 3.8 mn) and higher
interest payable in line with the Debt Settlement.
For Q4 2015 Kardan recognized a consolidated net loss of EUR 18.1 mn (Q4 2014: EUR 16.5 mn net profit) on the
back of positive results of the Water Infrastructure and Banking & Retail Lending segments which were more than
off-set by EUR 16.7 mn financing expenses of the holding company (2014 EUR 2.5 income), which included a
negative impact of EUR 10 mn predominantly due to the weakening of the Euro/NIS (Q4 2014: positive effect of
EUR 6.2 mn).
Taking into account the direct equity impact of foreign currency translation differences and changes in the hedge
reserves combined with the net result, the Total Comprehensive Loss to Kardan shareholders in 2015 amounted to
EUR 24.9 mn.
The full year 2015 contribution of the Real Estate segment amounted to EUR 8.9 mn net profit
(2014: EUR 24.6 mn net profit) on comparatively (y-o-y) lower revenues and equity earnings, which were impacted
by various one-off impairment items, combined with higher net financing expenses but mitigated by a higher fair
value adjustment on the completion of the Europark Dalian shopping mall and an on average much stronger RMB.
For Q4 2015, Real Estate contributed a loss of EUR 4.0 mn (Q4 2014: EUR 20.6 mn profit) to the consolidated net
result of Kardan, mainly due to lower equity earnings and higher financing expenses. In addition, it is noted that the
comparative Q4 2014 result included substantial revenues generated by the delivery of the A2 building comprising
201 apartments and the significant gain on the sale of Galleria Chengdu.
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The full year 2015 contribution of the Water Infrastructure segment amounted to a net profit of EUR 21.5 mn
(2014: EUR 1.5 mn net loss). Strong y-o-y revenue growth was recognized in 2015 predominantly on a marked
positive impact of the appreciation of particularly the USD versus the Euro and on progress in existing projects,
albeit with a lower annual gross margin. Total financing expenses in 2015 included a one-off charge of EUR 3 mn
relating to an early repayment of a loan subsequent to the sale of KWIG. Excluding the early repayment charge, the
water infrastructure segment improved its year on year result from continuing operations from EUR 2.4 mn (2014)
to EUR 4.4 mn in 2015. Finally, the gain on the sale of KWIG amounting to EUR 20.1 mn, reported under net profit
from discontinued operations, contributed to the net contribution in 2015.
Water Infrastructure recorded a net profit contribution of EUR 1.3 mn in Q4 2015, which included EUR 1.1 mn profit
from discontinued operations. In comparison, in Q4 2014 a net loss of EUR 6.8 mn was recognized, including
EUR 6.5 mn loss from discontinued operations. Although comparatively (y-o-y) lower revenues were recognized in
Q4 2015, this was mitigated by low financing expenses and substantially lower tax expenses.
For the full year 2015 the Banking and Retail Lending segment contributed EUR 13.3 mn net profit to Kardan’s
consolidated result, a significant improvement on the 2014 net profit contribution of EUR 7.6 mn. The 2015 result
was mainly underpinned by better performing portfolios, effective liquidity policies and improved equity earnings,
albeit mitigated by higher staff and operating expenses.
In Q4 2015, the Banking and Retail Lending segment reported a net contribution of EUR 1.7 mn profit
predominantly on a lower gross profit and higher tax expenses than in the comparative period last year
(Q4 2014: EUR 2.1 mn net profit).
Included in “Other” are the expenses and finance costs of Kardan and GTC RE. For the full year 2015, the net
contribution to Kardan’s consolidated net result amounted to a loss of EUR 66.6 mn, which includes a negative
impact of EUR 33 mn predominantly due to foreign exchange revaluation (Euro / NIS) (2014: EUR 3.8 mn negative
impact).
In Q4 2015 the net contribution was a loss of EUR 17.1 mn, predominantly on the back of a EUR 10 mn negative
impact on the net financing expenses mainly resulting from the weakening of the Euro against the NIS (Q4 2014:
positive impact of EUR 6.2 mn).
The 2013 net consolidated result of Kardan amounted to a loss of EUR 101 mn, predominantly due to substantial
impairment of assets in the real estate sector in Central and Eastern Europe.

Equity

December 31,
2015

December 31,
2014

Total Assets

574.3

459.0

Total Equity

71.5

92.4

Equity/Total assets (%)

12%

20%

Kardan N.V.
(company only, in € millions)

The shareholder’s equity of Kardan N.V. decreased from EUR 92.4 mn as of December 31, 2014 to EUR 71.5 mn
as of December 31, 2015, as the result of the loss of EUR 22.9 mn for 2015 combined with the negative foreign
exchange revaluation during the reporting period, albeit partially off-set by the issuance of shares as part of the
Debt Settlement. For further details, reference is made to the Statement of changes in Equity in the 2015
consolidated Financial Statements.

Covenants
As at December 31, 2015, the Company and its subsidiaries met all their covenants.
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Highlights per segment:

The result from operations before finance expenses of each segment is presented in note 28 of the 2015
consolidated financial statements called "Segment result". In this press release, additional segment information is
provided for information purposes.

REAL ESTATE
Kardan is active in development and management of Real Estate through the segment Real Estate, which
comprises its 100% subsidiary Kardan Land China (‘KLC’) operating in China.
Real Estate Asia
General developments China and Kardan Land China
China’s economy grew by 6.9% (y-o-y) in 2015, the lowest in 25 years but only just short of the Chinese
government’s expectation of 7% (2014: 7.3% y-o-y growth). After years of ardent expansion, China’s economy is
now decelerating as the government aims to become less dependent on export – given the worldwide
macroeconomic situation – by shifting growth away from manufacturing, export and debt-fueled investment to the
services sector and domestic consumer spending. As export of goods decreased in 2015 due to subdued global
demand and the strong RMB, manufacturing growth slowed to an annual 6% in 2015 (7.3% in 2014) but the
services sector expanded by 8.3% (2014: 7.8%). Concurrently, during 2015 consumption continued to strengthen,
as evidenced by a y-o-y growth in total retail sales of consumer goods by 10.7% supported by an annual increase
by 8.9% of the national per capita disposable income of residents and the fact that the inflation rate only went up by
1.4% in 2015 (y-o-y).
In November 2015, the Chinese government published its 13th Five Year Plan (2016 – 2020), comprising its key
economic and social development measures which are expected to become effective soon. The key objective is to
maintain the economic growth at a medium pace, driven mainly by internal consumption. This is generally referred
to as ‘the New Normal’. Furthermore, the focus is to speed up urbanization whilst improving people’s livelihood, to
encourage innovation and entrepreneurship, to promote the use of the internet and to continue to open up the
markets to foreign investors.
To counter slowing growth and to boost the real estate market, the Chinese government cut interest rates six times
since November 2014 until the end of 2015 and eased the reserve requirement ratio for banks. Moreover, the
minimum down payment for first and second home buyers was reduced and certain taxes on real estate
transactions were made more accommodating. These measures lifted home buying demand and therefore prices
of apartments, particularly in tier 1 and a number of tier 2 cities particularly during the second half of 2015.
Investment in real estate, however, climbed significantly more slowly by 1% (y-o-y) in 2015 than in the previous
year (up by 10.5% y-o-y), hampered by the overhang of unsold properties. Overall, therefore, the Chinese real
estate sector as a whole remained weak during 2015.
It is expected, however, that the cautious upward trend in the real estate sector will continue. Due to the ongoing
urbanization an additional 170 million people will move to the 60 largest and growing cities by 2025, which is
expected to have a positive impact on residential real estate. Concurrently, buyers are becoming more critical and
developers will need to meet more of their requirements. For instance, the recently introduced legislation (as of
January 2016) allowing every Chinese couple to have two children as a proactive response to the ageing
population is impacting the demands of own home buyers.
The retail real estate sector is expected to benefit from a significant growth of the middle class, in number and in
economic wealth. The already visible trend of the rising sophistication of consumers is expected to continue.
Not only do consumers want malls to offer food, fashion and beverage shops, they look for shopping centers that
are meeting places for entertainment and leisure – currently referred to as ‘experiential’ - and hence offer cinemas,
restaurants, fitness centers, kid’s corners etc. Location of malls is increasingly important as well. In line with the
growing awareness towards protecting the environment, connection to public transport is deemed beneficial to the
success of a mall, as is the vicinity of parks or green areas.
KLC has – since its initiation some 10 years ago - based its strategy on such trends and fundamentals and has
accordingly developed both residential apartments in various joint venture projects and retail projects. Galleria
Chengdu, the first shopping mall that KLC opened in November 2010, was sold in 2014. Galleria Dalian, the
shopping mall of the large Europark project in Dalian, was officially opened in August 2015 and currently has
71% signed lease contracts, which are expected to result in such occupancy rate in the first half of 2016. With this
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project KLC specifically focuses on consumers and individuals with high quality requirements by offering them a
comprehensive lifestyle concept: a complete shopping and leisure area combined with small office - as well as
luxury apartments situated around a green park and connected to the city’s new subway line. Moreover, the mix of
tenants reflects Galleria Dalian’s objective to include family entertainment features as a key element and
increasingly links to the concept of ‘O-2-O’, referring to online to offline shopping, by offering various digital
applications to visitors of the mall.
Real estate developers in general are still hesitant to initiate new construction until the market has digested the
inventory of unsold apartments and houses. Similarly, KLC is cautious in further developing its residential joint
venture projects in order to control its inventory. Concurrently, KLC focused on selling apartment buildings of the
Europark Dalian project en-bloc: in 2014, the A2 building (comprising 201 apartments) was sold and delivered and
in August 2015 the service apartment building B (262 apartments) was sold. Delivery of the Building B is expected
to take place in Q4 2017; whereas the façade, core and shell of the building is already completed the entire interior
needs to be constructed according to the design as agreed with the buyer.
In 2015, KLC sold 1,120 apartments from joint venture projects (2014: 1,043). With the exception of the first quarter
2015, a better trend of sale contracts (compared to the comparative quarters in 2014) was noticeable throughout
2015. The total number of apartments in inventory (i.e. including the Dalian apartments) as at December 31, 2015,
decreased by 27% compared to the situation as at year-end 2014. Of the total inventory 62% was sold at year-end
2015 (year-end 2014: 59%), albeit that the percentage of unsold completed apartments - including those of Dalian in the inventory increased to 11% as at December 31, 2015 (December 31, 2014: 9%).

Residential projects Kardan Land China
Units sold in the period
2015

2014

Q4/15

Q4/14

563

550

146

133

64

162

8

21

Joint Venture projects*
Olympic Garden
Suzy
Palm Garden

70

75

17

38

423

256

132

73

1,120

1,043

303

265

Dalian

269***

211**

2

2

Total

1,389

1,254

305

267

City Dream
100% owned

* 100% number presented; KLC holds approx. 50%
** Includes 201 apartments of Building A2
** Comprises 7 apartments of Building A1 and Building B in total (262)

Results Real Estate Asia

For the year ended
For the three months
December 31,
ended December 31,
In € millions
2015

2014

2015

2014

Delivery of units
Rental income
Management fee and other revenues

0.8
1.8
4.1

46.9
5.1

0.3
0.8
1.4

37.7
1.7

Total revenues

6.7

52.0

2.5

39.4

Cost of delivery of units
Cost of rental income
Other expenses and management & service recharge
expenses, net

0.9
1.5

44.2
-

0.4
0.6

36.6
-

3.2

3.3

1.2

1.5

Gross profit

1.1

4.5

0.3

1.3
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SG&A expenses

11.4

8.9

2.8

3.1

Adjustment to fair value (impairment) of investment
property

20.9

8.9

(0.7)

4.4

Gain on disposal of assets and other income

0.4

16.8

-

16.8

Equity earnings (losses)

2.6

7.2

2.4

7.2

Result from operations before finance expenses

13.6

28.5

(0.8)

26.6

Financing income (expenses), net
Income tax (expenses) / benefit

(1.6)
(3.1)

5.4
(9.3)

(3.1)
(0.1)

2.0
(8.0)

8.9

24.6

(4.0)

20.6

Net profit (loss) to Equity holders

2015
(31.12)

2014
(31.12)

Share of investment in JVs
Investment Property Under Construction
Investment Property
Inventory
Cash & short term investments
Total Assets
Loans and Borrowings
Advance payments from buyers
Total Equity

69.6
250.3
99.7
43.0
523.2
100.7
34.3
324.5

60.7
181.1
98.1
66.6
470.3
120.7
0.2
305.6

Operational Information Residential

2015

2014

Q4/15

Q4/14

Revenue Residential - JV (in € millions)
Gross profit residential - JV (in € millions)
Apartments sold in period (a)
Apartments delivered in period (Dalian, 100%)
Apartments delivered in period (joint venture, 50%)
Total apartments sold, not yet delivered

69.6
16.0
1,389
4
2,008
2,208

50.0
14.6
1,254
250
1,480
2,832

30.4
8.1
305
2
777
2,208

28.1
8.1
267
204
949
2,832

Additional information Kardan Land China
Balance sheet (in € millions)

(a)
(b)

All residential apartments, incl. Dalian (100%), which includes in 2015: 7 Building A1 and 262 Building B, in 2014: 211 Dalian apartments.
Includes approximately EUR 24 mn gross profit (Kardan Land China share)

Result analysis 2015
The Real Estate segment, fully comprising Kardan Land China, contributed EUR 8.9 mn profit to Kardan’s
consolidated 2015 net result compared to EUR 24.6 mn profit in 2014 which included EUR 16.8 mn on the sale of
Galleria Chengdu. The result in 2015 was due to significantly lower revenues, less equity earnings and higher
financing expenses, but mitigated by a higher fair value adjustment on the Europark Dalian shopping mall and an
on average much stronger RMB in 2015 (18% y-o-y versus the Euro).
In the fourth quarter of 2015, a net loss of EUR 4.0 mn was recognized which included impairments of inventory
mainly on the apartments from joint venture projects and a write-off of deferred tax assets. The net profit of
EUR 20.6 mn in the comparative quarter of 2014 included the revenue of the delivery of the Europark A2 building
comprising 201 apartments and the gain on the sale of Galleria Chengdu.
“Delivery of units” relates to the revenue resulting from the handover of apartments of the Europark Dalian project
(100%) whilst the results of KLC’s joint venture residential activities are reported as “Equity in net earnings of joint
ventures”. Although Galleria Chengdu was sold in Q4 2014, KLC is still the asset manager of the mall.
“Management fee and other revenues” accordingly predominantly relates to the 100% asset management activities
for both Galleria Chengdu and Galleria Dalian, the shopping mall of the Europark project.
The substantial (y-o-y) drop in total revenues in 2015 can be explained by the fact that the 2014 revenue was
generated by the delivery of 250 Dalian apartments (including the 201 of the A2 building), whilst in 2015 only 4
apartments of the Europark A1 building were delivered. Following the opening in August 2015 of Galleria Dalian
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rental revenues could be recognized, which were absent in 2014. The decrease (y-o-y) of management and service
recharge revenues is due to the different fee structure for the services rendered to Galleria Chengdu after its sale.
In 2014, the total gross margin (9%) was lower due to the sale and delivery of building A2. In 2015, the gross
margin improved to 16%. Galleria Dalian recorded a gross margin of 17% during 2015.
SG&A expenses showed a marked annual increase primarily due to additional marketing efforts for the Europark
Dalian project and one-off expenses relating to the change in management in Q2 2015. Excluding the impact of the
stronger RMB however, the G&A expenses in 2015 decreased by 3% (y-o-y).
The substantial adjustment to fair value of investment properties in 2015 is fully attributable to Galleria Dalian,
which was completed in the second quarter.
Thanks to a strong fourth quarter in terms on handovers of apartments (39% of the full year handovers) and thus
revenue, markedly more apartments from joint venture projects were delivered in 2015 (2,008) than last year in the
same period (1,480). The relating revenue for the full year 2015, however, was lower by 26% with a gross margin
of23% (2014: 29%). Similarly, KLC also impaired inventory of the joint venture projects in the net amount of
EUR 3.3 mn in 2015. Ultimately this resulted in significantly lower equity earnings in 2015 (profit of EUR 2.6 mn)
than in 2014 (EUR 7.2 mn profit) which did still include the result of KLC’s 50% stake in Galleria Chengdu.
A noteworthy change in net financing expenses occurred: whereas in 2014 over EUR 5 mn financing income was
recognized, in 2015 financing expenses amounted to EUR 1.6 mn. This can be explained by substantially higher
(y-o-y) financing expenses since as of Q2 2015 the interest expenses relating to Europark Dalian project loan could
no longer be capitalized mitigated by the difference in forex contribution: in 2015 the appreciation of the RMB
versus the Euro contributed EUR 7.2 mn whereas this was EUR 4.2 mn in 2014.
Income tax expenses in 2015 decreased (y-o-y), albeit including a write-off of EUR 0.9 mn in the fourth quarter of
2015 relating to deferred tax assets, compared to 2014 which included the tax (EUR 5.5 mn) on the gain on the
sale of Galleria Chengdu.
Additional Information
The value reported under Investment Property as at December 31, 2015, fully reflects Galleria Dalian – which was
completed in Q2 2015 and consequently no longer reported under Investment property under construction – and
includes the effect of the appreciation by 5% of the RMB versus the Euro at reporting date compared to year-end
2014. The strengthening of the RMB additionally impacted the inventory (although the number of apartments in
inventory decreased y-o-y by 32% as at December 31, 2015, the value increased marginally). “Loans and
borrowings” decreased following the refinancing of the Europark Dalian construction loan.
Following the sale of Building B in Q3 of 2015 and the 50% payment of the transaction amount (in line with the sale
agreement; for further information see the Main Events paragraph in the Director’s Report), ‘advance payments
from buyers’ was significantly higher at December 31, 2015 than as at year-end 2014. The increase of Equity as at
December 31, 2015 (versus year-end 2014) can mainly be ascribed to a combination of the profit in the period and
the foreign currency effect of the RMB.

WATER INFRASTRUCTURE
Tahal Group International B.V. (‘TGI’), Kardan’s water infrastructure company, focuses on executing water related
projects worldwide through its subsidiary Tahal, which is active in Africa, Central and Eastern Europe, India and in
other regions and countries, such as Israel. TGI’s subsidiary KWIG, which focused on developing water assets
(e.g. wastewater, water treatment and water supply plants) in China was sold at the beginning of 2015 and the
first phase of the sale (75%) was completed. The completion of the second phase (25%) is expected to take place
before the end of H1 2016.
General developments water infrastructure markets and Tahal
The availability of water is a prerequisite for nearly all of society’s commercial activities: from agriculture to
electricity generation to production of (consumer) goods, water is a key component. Accordingly, water is vital to
economic growth in all countries, particularly in emerging markets. Moreover, access to safe drinking water and
sanitation is also a human right. As populations increase, middle classes expand and grow wealthier – leading to a
trend of increasing water intensive food consumption, such as meat – and industrialization continues, the demand
for water expands significantly. Supply of and access to (potable) water, however, is limited and is becoming
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increasingly so due to the impact of climate change and pollution. The United Nations predicts that if nothing is
done, water demand could outstrip water supply by up to 40% by 2030 (compared to 2015).
When taking into account that of all water available in the world some 10% is used for domestic purposes, 20% for
industrial production and 70% for agriculture, it is evident that the growing gap between supply of and demand for
water has become a significant topic on the agenda of the world leaders. Climate change, energy, food, health and
sanitation, environmental issues, economic prosperity and water are all interrelated and therefore the increasing
scarcity of water exacerbates each topic – as mentioned - individually, which inherently can create significant risks.
Although there is worldwide recognition for the challenges and risks that water scarcity brings, solutions are
hampered – particularly in emerging countries – by funding, infrastructure issues and water management and by
potential for cross border coordination issues. The required investment funds for water projects are generally not
(fully) provided for in national or community budgets. Equally, pay-back of the investment is challenging as proper
metering and billing for water (both for domestic use as well as in agriculture) is generally lacking. Nevertheless,
macroeconomists recently estimated the size of the global water market in 2014 to be about USD 591 billion, and
expected it to increase to USD 1 trillion by 2025.
Tahal, a multinational, reputable organization in the water infrastructure market, sees the opportunity of the water
sector, and is fully abreast of the market characteristics and situation. The project company Tahal provides
comprehensive quality and sustainable EPC (Engineering, Procurement and Construction) solutions to its clients,
including proposals how to arrange the funding for the relevant project. Tahal is specifically focused on and
experienced in water related projects, including agricultural development, solid waste and natural gas. Its projects
are predominantly based on contract licenses signed with governments or municipalities. During 2015, Tahal was
managing and conducting a number of large projects with an integrated agricultural and regional development
focus, as well as other water related projects in various countries (i.e. Angola, Russia, India, Ghana, Israel etc.)
which all drive to improve water availability, agricultural development and to combat pollution simultaneously.
Tahal made good progress in its EPC projects in the field of water and agriculture and is reaching the final stages
of two substantial projects in Africa (Angola and Ghana). Tahal does, however, experience the effect of the drop in
the global oil prices which is affecting available budgets and thus delaying potential new project assignments.
During 2015, Tahal signed up new projects amounting to a total of approximately USD 140 mn predominantly on
the back of the significant Karnataka project in India (USD 71 mn) to design, build and operate a water supply
system to provide treated potable water to approximately 131 villages in the Gadag District. The recently installed
local team in India is moving this project forward according to plan and construction activities have started.
During Q4 2015 new projects amounting to nearly USD 20 mn were signed up. At December 31, 2015, the backlog
of Tahal amounted to USD 311 mn (year-end 2014: USD 358 mn) as the result of newly signed agreements was
more than off-set by the effect of the progress of execution (and thus revenues) of projects. Tahal currently has
many project tender proposals in the pipeline. As mentioned, some pending projects were put on hold following the
lower oil price impact on potential clients’ budgets.

Results Water Infrastructure

For the year ended
For the three months ended
December 31,
December 31,
In € millions
2015
2014
2015
2014
Contract revenues

167.9

142.8

38.1

40.1

Contract cost

142.9

118.6

33.2

33.5

Gross profit

25.0

24.2

4.9

6.6

SG&A expenses
Equity earnings / (losses)
Gain on disposal of assets and other income

17.4
(1.5)
0.3

14.5
(0.6)
(0.2)

5.0
0.2

4.0
(0.4)

6.4

8.9

0.1

2.2

Result from operations before financing expenses
Financing income (expenses), net

(2.1)

(4.8)

0.1

(1.6)

Income tax (expenses) / benefits

(2.9)

(3.0)

-

(0.9)

1.4

1.1

0.2

(0.3)

Profit (loss) from continuing operations
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Net profit (loss) from discontinued operations

20.1

(2.6)

1.1

(6.5)

Net profit (loss)

21.5

(1.5)

1.3

(6.8)

Attributable to:
Equity holders (Kardan N.V.)

21.5

(1.5)

Additional Information Water Infrastructure*
Balance sheet (in € millions)
Cash & short term investments
Total Assets
Net debt / (cash)
Equity
Equity / Assets
Other (in USD million)
Backlog

2015
(31.12)

1.3

(6.8)

2014
(31.12)

24.0
171.2
(21.9)
64.8
37.9%

16.6
289.4
40.0
102.1
35.3%

311

358

* On the basis of Tahal Group International consolidated

Result analysis 2015
It is noted that, following the completion of the first phase (75%) of the sale of TGI’s 100% shares in KWIG in
Q1 2015, the segment Water Infrastructure Assets is no longer presented. Consequently the results of the water
infrastructure activities are presented as one segment, predominantly reflecting Tahal’s global water infrastructure
projects activities. The comparable results of 2014 have accordingly been reclassified and the result of KWIG is
presented as discontinued operations. The completion of the second phase (25%) of the sale of KWIG is expected
to take place by the end of Q2 2016.
Water Infrastructure contributed EUR 21.5 mn net profit in 2015, which includes EUR 20.1 mn net profit from the
sale of KWIG and a one-off charge of EUR 3 mn relating to the early repayment of the FIMI loan following this sale.
Excluding the impact of KWIG and FIMI, the underlying result of the ongoing water infrastructure activities
increased from EUR 2.4 mn in 2014 to EUR 4.4 mn profit in 2015.
In 2014, the EUR 1.5 mn loss includes a loss of EUR 2.6 mn from the discontinued operations of KWIG.
Furthermore, the 2015 result was significantly impacted by the fact that on average the USD and the NIS
appreciated significantly (y-o-y) versus the Euro in 2015.
Although revenue showed a (y-o-y) decrease in Q4 2015 of 5%, for the full year 2015 an increase of 18% y-o-y was
recognized, which can predominantly be explained by the substantial foreign exchange impact as the USD and the
NIS (the currencies in which the majority of the projects are denominated) appreciated against the Euro. The
slower revenue and gross margin in Q4 2015 (compared to Q4 2014) can be ascribed to some delays in project
execution. It is noted that revenue of new projects generally starts to be recognized according to the relevant
agreed upon milestones, which is usually after the first invoice has been sent or the first agreed upon phase of the
project has been completed. The gross margin decreased in 2015 (15%) compared to in 2014 (17%) particularly on
a different mix of projects than last year.
Although savings in running wages and salaries were achieved in local currencies, SG&A expenses were 20%
higher (y-o-y) in 2015. As over 50% of Tahal’s staff is located in Israel and the G&A expenses are accordingly NIS
denominated, the marked on average appreciation (of 10%) of the NIS versus the Euro during 2015 partly explains
the growth in SG&A expenses. In addition, higher amounts relating to management fees and employee stock
option and bonus plans were included.
The improved net financing result in 2015 is the result of a combination of low utilization of credit lines, a
significantly higher positive foreign exchange revaluation than in 2014 which was more than off-set by a one-off
charge of EUR 3 mn which is attributable to the early repayment of the USD 25 mn loan in Q1 of 2015, using the
proceeds from the sale of KWIG.
The profit from discontinued operations relates to the sale of KWIG. The majority of the funds from the sale of
KWIG was earmarked for Kardan NV and for Tahal’s ongoing business operations. In Q4 2015, the amount relates
to the revaluation of the net consideration to be received on the second phase of the sale.

Kardan N.V. – Press Release – Q4 + FY 2015 Results – Page 11

BANKING AND RETAIL LENDING
Kardan is active in the financial services sector through its 100% holding in Kardan Financial Services (KFS) which
operates through its wholly owned subsidiary TBIF, primarily in banking and retail lending in Bulgaria and Romania.
In addition, KFS is active in Ukraine with leasing activities through its 66% holding in Avis Ukraine.
The results of Avis Ukraine and two other small entities are presented according to the equity method. In February
2015, the sale of TBI Credit – comprising a non-performing credit portfolio and other non-banking financial
operations – was completed. In March 2016, the Company announced that it had signed a sale agreement to sell
TBIF, holding its banking and retail lending activities.
General developments Bulgaria and Romania and TBIF
The economic recovery in the Euro area and the European Union has been resilient and widespread among
member states but - despite declining oil prices, accommodative monetary policy and a relatively weak external
value of the Euro - also slow in 2015. In its Winter 2016 economic forecast the European Commission concludes
that the risks to further economic growth in 2016 have become larger - i.e. slower growth in China and other
emerging market economies, weak global trade and geopolitical and policy related uncertainties. Private
consumption is expected to remain a considerable driver of growth during 2016, supported by an improving labor
market and growing real disposable incomes. Investment should also gradually improve as demand increases,
profit margins expand, financing conditions remain favorable and deleveraging – both corporate as private – has
generally taken place. GDP growth rates will, however, continue to differ substantially throughout the European
Union due structural features among others.
Bulgaria
The Bulgarian economy continued to strengthen and grew by 3.0% (y-o-y) in 2015 (2014: 1.5%), mainly on the
back of exports and falling oil prices. GDP growth in Q4 2015 stabilized at 2.9% y-o-y (Q3 2015: 3.0% y-o-y) and is
forecasted to moderate to 1.5% in 2016, before picking up again in 2017 primarily on the back of growing domestic
demand.
The unemployment ratio continues to decrease, on the back of robust export oriented industries and taking into
consideration that the working population keeps shrinking (aging and immigration). Although inflation was less
negative than in 2014 and wages improved slightly, private consumption during 2015 was relatively subdued as
consumers remained cautious and continued to deposit possible savings. Consequently, the liquidity in the banking
system remains high and therefore interest rates on bank deposits decreased further during 2015. Bulgaria’s
financial sector remains exposed to the situation in Greece as it comprises many subsidiaries of Greek banks. In
order to mitigate this situation, the European Central Bank put in place credit lines in the midst of 2015 for Bulgaria
and Romania as part of a broader effort to convince foreign regulators not to give up on subsidiaries of Greek
banks.
TBI Bank Bulgaria continued to experience strong competition in 2015 but managed to generate nearly 10% (y-o-y)
more new business, particularly in its SME portfolio with a main focus on agricultural loans, through intensified
marketing efforts and the introduction of new products. Notwithstanding some early repayments, the net portfolio as
at December 31, 2015, grew by 7% compared to year-end 2014 particularly spurred on by retail clients.
As at December 31, 2015 TBI Bank recognized some 11% (y-o-y) lower deposits, a combination of a substantial
drop in corporate deposits and a growth of retail deposits in line with market sentiment. Accordingly, given the low
interest rates, this resulted in significantly lower interest expenses for the full year 2015.
Romania
Despite the unexpected resignation of the prime minister and the subsequent election of a technocrat government,
the political situation in Romania was fairly stable during 2015. Private consumption was the main driver of the y-oy 3.7% GDP growth in Romania in 2015 (2014: 3%), buoyed by higher disposable income, deflation, supporting tax
and monetary measures and the recovery of lending in local currency. Accordingly retail sales grew and the
services industry also benefitted. The contribution of net exports remained negative as rising domestic consumption
drove the demand for imports. Following the cut in VAT for food in June 2015, the standard VAT rate was cut in
January 2016 by 4 pps. Moreover, a 19% increase in the minimum wage is projected as of May 2016. These
factors, combined with a downward trend in unemployment, could underpin continued private consumption.
Recently, however, a law was passed by parliament allowing people to transfer the ownership of mortgaged assets
to banks, which could lead to a negative effect on credit growth, consumer and investor sentiment and ultimately on
domestic demand. Whilst consumer sentiment peaked in 2015, consumers remained cautious to obtain credit
facilities or loans and continued to deleverage their household balance sheets. Nevertheless, a relaxation of the
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monetary policy helped to spur a slight increase in corporate lending growth in 2015. Given continued savings, the
banks in Romania remained highly liquid in 2015.
Despite the hesitance in the market by consumers with respect to taking on loans, as at year-end 2015 the net loan
portfolio of the Romanian branch of TBI Bank showed an increase by over 17% (y-o-y) particularly driven by SME
clients. TBI made an effort to attract more business from consumers, such as signing partnerships with some
business retailers to initiate on-site credit facilities for consumers. Even so, in line with market sentiment, the net
retail portfolio as at year-end 2015 was only slightly higher than as at year-end 2014. The intensified sales efforts,
however, did result in the generation of 44% new business in 2015 primarily from SME clients. Moreover, both the
retail and the SME portfolio are of a good quality with a low to very low ratio of non-performing loans.
Total deposits as at year-end 2015 stood higher by 40.5% than the comparative date in 2014, evenly spread over
retail and corporate deposit growth.
Avis Ukraine focuses on operational leasing services mainly to international corporations. As the socio-political
situation of Ukraine continues to be instable, this aggravates the already long-lasting economic crisis. The start of
an IMF program, along with some measures that the National Bank of Ukraine has taken, has contributed to a
gradual improvement of confidence in the domestic currency and in the banking system. However, big risks still
remain and TBIF continues to closely monitor the situation.
Notwithstanding the difficult market circumstances, Avis Ukraine managed to grow its car fleet and generate new
business. The rent-a-car business remained flat as tourism remained very slow.
Results Banking & Retail Lending
For the year ended
December 31,

Banking and retail lending activities
Other revenues

2015
38.4
3.1

For the three months ended
December 31,
In € millions
2014
2015
2014
33.3
10.8
8.8
2.3
0.4
0.7

Total revenues

41.5

35.6

11.2

9.5

Costs of banking & lending activities
Other expenses, net

28.6
3.0

25.6
2.6

9.3
0.4

7.0
0.7

Gross profit

9.9

7.4

1.5

1.8

SG&A expenses
Equity earnings (losses)

0.2
1.7

0.2

0.1
0.1

(0.3)
(0.1)

Gain on disposal of assets and other income
Result from operations before financing
expenses

0.5

1.2

0.6

0.4

11.9

8.8

2.1

2.4

Financing income (expenses), net
Income tax (expenses) / benefits

3.4
(2.0)

(0.9)
(0.3)

0.5
(0.9)

(0.4)
0.1

Net Profit (loss) to Equity holders

13.3

7.6

1.7

2.1

Additional information Banking & Retail Lending

For the year ended
December 31,

For the three months
ended December 31,
In € millions

Interest income
Interest expenses
Net Interest income (expense)
Fees and commissions income, net
Other operating income, net
Total income, net

2015
40.6
4.5
36.1

2014
38.4
6.2
32.2

2015
11.1
1.0
10.1

2014
10.2
1.5
8.7

8.7
3.1
47.9

9.2
3.2
44.6

1.8
1.1
13.0

2.3
1.0
12.0
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Impairment losses on loan portfolio, net
Staff and other operating expenses
Gain on disposal of assets
Operating profit

6.4
31.5
0.3
10.3

9.2
27.1
8.3

1.2
9.7
2.1

2.3
7.3
0.6
3.0

Other income, net
Other financing expenses
Equity earnings
Profit before tax
Income tax
Net profit

4.4
1.1
1.7
15.3
(2.0)
13.3

0.7
1.3
0.2
7.9
(0.3)
7.6

0.7
0.3
0.1
2.6
(0.9)
1.7

(0.5)
0.4
(0.1)
2.0
0.1
2.1

2015
(31.12)

2014
(31.12)

Net loan portfolio
Cash & short term investments
Total Assets
Deposits
Total Equity

171.6
61.1
295.3
192.1
52.0

152.1
71.0
304.4
189.5
37.8

Portfolio quality
Provisions / non-performing loans

70%

66%

Additional balance sheet Information
Banking & Retail Lending (KFS)
Balance sheet (in € millions)

Result analysis 2015
The Retail Banking and Lending segment contributed EUR 13.3 mn profit (2014: EUR 7.6 mn profit) to Kardan’s
2015 consolidated net result.
In the first table presenting the results of the banking and retail lending activities, total revenues include
impairments on the loan portfolios and interest expenses. In addition, the result of account services including F/X is
presented in the line item ‘Financing income / (expenses), net’.
In order to provide more clarity, a second table has been added disclosing the key operational line items of the
banking and retail lending activities, in which net loan impairments and interest expenses are presented separately
as well as account services including F/X (in “other income / (expenses), net”).
The following analysis mainly refers to the second table:
The slightly lower (y-o-y) net profit as recognized in Q4 2015 can mainly be ascribed to higher staff and operating
expenses due to a year-end retail marketing campaign and one-off employee option expenses, in connection to
the recently announced sale of TBIF and its relating transaction value, as well as higher income tax expenses.
A better performing and increased net portfolio and significantly lower interest expenses on lower deposit taking
(resulting from stringent liquidity management and lower interest rates) in the full year 2015 accounted for a 12%
increase in net interest income. Mainly due to a decrease in net fees and commissions, specifically in Q4 2015,
total income grew slower in 2015 - by 6% (y-o-y). Given the quality of the portfolio, and in line with the better
performing economies in both countries of operation, lower impairment losses were recognized than in 2014. Staff
and other operating expenses increased in 2015 by 16% (y-o-y), mainly due to provisioning of employee stock
option plan expenses. The growth of ‘Other income (net)’ primarily reflects the increase in account services
including F/X.
The contribution of Avis Ukraine (reported under equity earnings) was significantly higher in 2015 than in 2014, on
impressive new business generated. In addition, the results were positively influenced by foreign exchange
movements as income is generated in USD and the operating costs are in Ukrainian Hryvnia. Furthermore, Avis
Ukraine managed to increase its market share in very difficult market circumstances.
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“Other” (Expenses)

General and administration expenses
Other (income) expenses

For the year ended
For the three months ended
December 31,
December 31,
2015
2014
2015
2014
In € millions
5.1
6.1
1.3
2.2
0.8
(1.0)

Equity earnings (losses)

(0.1)

(0.1)

Financing income (expenses), net

(60.1)

(19.0)

(16.7)

2.5

0.5

0.4

(0.1)

-

(66.6)

(25.6)

(17.1)

0.5

Income tax expenses (benefit)
Net profit (loss) to equity holders

-

0.2

General
The net profit (loss) to equity holders presented in “Other expenses” relates to the holding and finance expenses of
Kardan N.V. and its direct subsidiary GTC Real Estate Holding BV (GTC RE).
The provision in relation to the claw back liability for which a settlement was reached between GTC RE and the
buyer of GTC SA in February 2016, in the amount of EUR 1.0 mn, was reported under ‘other expenses’ in Q4
2015. For further details, reference is made to the financial statements.
It is noted that the Company’s equity is mostly exposed to the Chinese RMB on its assets side and to NIS on its
liabilities side. Changes in the NIS exchange rate mostly impact the income statement while changes in RMB
mostly impact the equity directly. Although the outstanding debt in NIS decreased as of December 31, 2015
compared to December 31, 2014 following repayment of a bank debt and repayments of Debentures, the net
financing expenses in 2015 were significantly higher than in the same period last year. This is predominantly due to
a significant negative foreign exchange revaluation of EUR 36.3 mn (NIS appreciated against the Euro) mitigated
by a change in the CPI of EUR 3.6 mn, resulting in a total impact of EUR 33 mn (2014: negative impact of
EUR 3.8 mn). Moreover, financing expenses were impacted by the additional interest payable in line with the Debt
Settlement as reflected in the Amended Deeds of Trust.
In the fourth quarter 2015, financing expenses were negatively impacted by EUR 10 mn mainly resulting from the
weakening of the Euro against the NIS mitigated by a positive CPI change (Q4 2014: EUR 6.2 mn positive impact).
The income tax expense relates to deferred tax on hedge instruments.
OUTLOOK 2016
Kardan N.V.
In the interest of all of Kardan’s stakeholders, management of Kardan continues to work with its business
segments to improve their results and consequently their value to Kardan. Given that Kardan is exposed to the
currency movements of the NIS and the RMB versus the Euro – as its liabilities are in NIS, its assets are
predominantly in RMB and it reports in Euro – the Company’s results are dependent to a large extent on these
currency movements and therefore the Company cannot give guidance on its results
Management is committed to succeed both in strengthening its financial position and in improving Kardan’s
existing businesses. A cash flow forecast for the coming two years can be found in the Directors’ Report on page
12, and the accompanying Assumptions and Notes to the Cash Flow forecast.

This report also contains information regarding market developments which are based on external party research
which was published in the following reports.
Macro-economic reports
National Bureau of Statistics, China
International Monetary Fund, World Economic Outlook: Subdued demand, Diminished prospects (January 2016)
European Commission; Economic Forecast Winter 2016: Weathering new challenges (February 2016)
OECD; Economic Outlook: Stronger growth remains elusive: urgent policy response is needed (February 2016)
KBC; Economic Outlook
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Real Estate:
National Bureau of Statistics, China
CBRE; 2016 Greater China Real Estate market outlook (2016)
JonesLangLasalle; China60: From fast growth to smart growth (2015)
Water Infrastructure
United Nations: World Water Development Report 2015
IMF; Issues in managing water challenges and policy instruments (June 2015)
World Economic Forum; Global Risks Report 2016
Global Water Intelligence; Global trends in water spending, the shape of things to come in 2016 (June 2015)
RobecoSAM; Water: the market of the future (June 2015)
Financial Services
Bulgarian National Bank, Economic Review Summaries
Ministry of Finance Bulgaria, Bulgarian Economy, monthly report
National Institute of Statistics Romania
Kardan N.V. is not responsible for the nature or correctness of data presented in this section regarding market
developments or macro-economic projections.

Analyst & Investor Call
An analyst and investor call will be held on Thursday, March 24, 2016 at 11.30 CET.
To take part in the call, please use the following dial-in number:
Dial in number NL: +31(0)20 716 8295

Conference ID: 4777885

Dial in number UK: +44(0)20 3427 0503

Conference ID: 4777885

A sound recording of the conference call will be made and will be available on the Kardan website (www.kardan.nl)
shortly after the call.
The Investor Relations presentation will be published on the corporate site, www.kardan.nl, approximately
one hour after publication of this release.
Please confirm your attendance to eventmanagement@citigateff.nl.

DISCLAIMER
This press release contains forward-looking statements and information, for example concerning the financial condition, results of operations,
businesses and potential exposure to market risks of Kardan N.V. and its group companies (jointly “Kardan Group”). All statements other than
statements of historical fact are, or may be deemed to be, forward-looking statements (including “forward looking statements” as defined in the
Israeli Securities Law). Forward-looking statements are statements of future expectations that are based on management’s current
expectations and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events
to differ materially from those expressed or implied in these statements. These forward-looking statements are identified by the use of terms
and phrases such as ‘‘anticipate’’, ‘‘believe’’, ‘‘could’’, ‘‘estimate’’, ‘‘expect’’, ‘‘intend’’, ‘‘may’’, ‘‘plan’’, ‘‘objectives’’, ‘‘outlook’’, ‘‘probably’’,
‘‘project’’, ‘‘will’’, ‘‘seek’’, ‘‘target’’, ‘‘risks’’, ‘‘goals’’, ‘‘should’’ and similar terms and phrases. A variety of factors, many of which are beyond
Kardan Group’s control, affect our operations, performance, business strategy and results and could cause the actual results, performance or
achievements of Kardan Group to be materially different from any future results, performance or achievements that may be expressed or
implied by such forward-looking statements. For Kardan Group, particular uncertainties arise, amongst others but not limited to and not in any
order of importance, (i) from dependence on external financing with the risk that insufficient access to capital threatens its capacity to grow,
execute its business model, and generate future financial returns (ii) from concentration of its business in Central Eastern Europe and China as
a result of which Kardan Group is strongly exposed to these particular markets (iii) from risks related to the financial markets as a result of
Kardan N.V.’s listings on Euronext Amsterdam and the Tel Aviv Stock Exchange and (iv) from it being a decentralized organization with a large
number of separate entities spread over different geographic areas in emerging markets, so that Kardan Group is exposed to the risk of
fraudulent activities or illegal acts perpetrated by managers, employees, customers, suppliers or third parties which expose the organization to
fines, sanctions and loss of customers, profits and reputation etc. and may adversely impact Kardan Group’s ability to achieve its objectives
and (v) from any of the risk factors specified in Kardan N.V.’s Annual Report and in the related “Periodic Report” (published by Kardan N.V. in
Israel) published in April, and which is also available at the Kardan website. Should one or more of these risks or uncertainties materialize, or
should underlying assumptions prove incorrect, actual results may vary materially from those described in the relevant forward-looking
statement as expected, anticipated, intended, planned, believed, sought, estimated or projected. Kardan N.V. does not intend or assume any
obligation to update or revise these forward-looking statements in light of developments which differ from those anticipated.
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About Kardan
Kardan identifies and develops assets in promising emerging markets, mainly in Asia (predominantly China),
Africa and selected CEE and CIS countries. Its activities are mainly focused on three sectors that benefit from the
rising middle class: Real Estate, Water Infrastructure and Banking & Retail Lending. Company headquarters are in
the Netherlands. Kardan aims at holding controlling interests in its investments and is actively involved in the
definition and implementation of their strategy through its local business platforms. Total assets as of December
31, 2015 amounted to EUR 976 mn; revenues totaled EUR 216 mn in 2015.
Kardan is listed on Euronext Amsterdam and the Tel Aviv Stock Exchange.
The Directors’ Report including the non-statutory consolidated financial statements, drawn up in line with
the Dutch and Israeli regulations, are presented in a separate document and form an integral part of this
release.
For further information please contact:
Caroline Vogelzang
Director Investor Relations
+31 (0)20 305 0010
Vogelzang@kardan.nl
www.kardan.nl
“This press release contains regulated information (gereglementeerde informatie) as defined in the Dutch Act on
Financial Supervision (Wet op het financieel toezicht)”
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Directors’ Report Kardan N.V. Full Year 2015
Amsterdam/Tel Aviv, March 24, 2016
Number of pages: 28
The Additional Information and the Financial Statements of Kardan N.V., Q4 and Full Year 2015, are
drawn up in accordance with the Dutch and Israeli regulations and together with the separately
presented press release on the Q4 and Full Year 2015 results of Kardan (‘Kardan’/ ‘the Company’) form
an integral part of the regulatory requirements and presentation.

FINANCIAL REPORTS
FOR THE FULL YEAR ENDED DECEMBER 31, 2015
The Financial Reports contain the following sections:
PART 1

ADDITIONAL INFORMATION FOR 2015
1. Main events in the period and subsequent events
2. Book Value of investments of Kardan as of December 31, 2015
3. Financial position of Kardan Group as of December 31, 2015
4. Risk Management

PART 2

ADDITIONAL INFORMATION
1. Financial analysis of the consolidated balance sheet
and cash flow statement
2. Fair Value disclosure
3. Issuance of debentures
4. Sensitivity analysis of the fair value of financial instruments
5. Linkage balance
6. Senior Officers and Interested Parties Remuneration
7. Directors with accounting and financial expertise
8. Critical accounting estimations
9. Internal audit
10. Donations policy
11. Classification of minor transactions
12. Financial Statement Approval Procedure
13. Audit fees

PART 3

FINANCIAL STATEMENTS INCLUDING INDEPENDENT AUDITOR’S REVIEW REPORT
(PUBLISHED ON THE WEBSITE OF KARDAN N.V. (WWW.KARDAN.NL))
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1. ADDITIONAL INFORMATION FOR 2015

1.1.

Main events 2015 and subsequent events

KARDAN
Debt Settlement
 After Kardan’s Board of Directors decided in December 2014 to propose an agreement in principle
regarding debt restructuring (‘the Principles’) to the holders of the Company’s debentures Series A
and Series B (the ‘Debenture Holders’), on January 6, 2015, both the meetings of the Debenture
Holders gave their approval to the proposed immediate short term solution and to conducting
negotiations with the Company to reach final a agreements based on the Principles.
The Principles comprised two phases:
1) To immediately (and temporarily) amend the deeds of trust for debentures Series A and Series B
(‘the Immediate Amendment’, ‘the Debentures’), to predominantly postpone the February 2015
interest and principal payments by six months until August 2015 for both Series.
2) Kardan and the trustees and the Debenture Holders would, within 90 days after receiving the
approval of the Debenture Holders, begin to draft the amendments to the deeds of trust according
to the proposed Principles, mainly to postpone the majority of payment of principals by 24 months
against certain conditions, restrictions and collateral.


Having received part of the proceeds of the sale of Tahal’s subsidiary KWIG in China (as explained
in more detail below) and in line with the Immediate Amendment, Kardan early repaid interest and
principal of its Debentures in March 2015. The early repaid interest relating to series A and to series
B amounted to approximately EUR 4.4 mn and EUR 14.3 mn respectively. The early repaid principal
relating to series A amounted to approximately EUR 3.3 mn (3.69% of the outstanding series) and to
series B to approximately EUR 3.4 mn (1.23% of the outstanding series). The total repayment
amounted to approximately EUR 25.4 mn.



In May 2015 the Company came to an agreement with the Debenture Holders on the amended
deeds of trust which were to replace the original deeds of trust (‘the Amended Deeds of Trust’), in
which the main change (versus the original Principles) constituted a difference in the allocation of the
Company’s shares to the Debenture Holders, namely to allocate to the Debenture Holders
approximately 10% of the issued capital of the Company on the completion date and a payment in
cash of EUR 750,000 – instead of the earlier agreed 12% allocation of shares - all within 45 business
days from the date on which the Amended Deeds of Trust would enter into force.



Subsequently, in June 2015 the meetings of the Debenture Holders approved the Amended Deeds
of Trust, and on July 3, 2015, the Debt Settlement entered into effect (the “Completion Date”).
For additional information regarding the Amended Deeds of Trust, see note 1 of the 2015 Financial
Statements.



In September 2015 the Company announced that agreed upon pledges had not yet been registered
due to delays related to the negotiation between the parties with respect to phrasing of the pledges.
According to the Amended Deeds of Trust the Company would create and register pledges on the
rights and the pledged loans which are relevant to Emerging Investments XII B.V. in favor of the
trustees to the Debenture Holders, and would correct (or re-register) the existing pledges as required
by the trustees regarding the rights and pledged loans relevant to GTC Real Estate Holding B.V.,
within 60 days after the Completion Date.

Rating



In January 2015 Maalot, the Israeli subsidiary of Standard & Poor’s (“S&P”), reported that it had
changed the rating of Kardan and its Debentures (series A and series B) to D (from ilCC) on the
announcement that the February 2015 interest and principal payments for the Debentures had been
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postponed by six months. However, on the following day, S&P reported that it had reassigned the
rating of the Company to ilCCC Negative Outlook, and of its Debentures to ilCCC, taking into
account the Immediate Amendment (interim debt agreement) which had been approved and that this
approval entailed that the Company and the trustees of the Debenture Holders would begin to draft
the amendments to the deeds of trust according to the proposed Principles.



Subsequently, in July 2015, S&P reported that it had adjusted the rating of Kardan upwards from
ilCCC to ilB with outlook Negative, and to ilB for its Debentures Series A and Series B, following the
Completion Date of the Debt Settlement.

General Meeting of Shareholders



The Annual General Meeting of shareholders (‘AGM’) (May 2015) approved the appointment of
PricewaterhouseCoopers N.V Amsterdam (the Netherlands) and PricewaterhouseCoopers (Israel)
(jointly “PwC”) as the external auditor responsible for auditing the annual accounts for the financial
year 2015. PwC has replaced EY (Ernst & Young) as group auditors as of June 1, 2015.



Furthermore, the Extraordinary General Meeting of Shareholders (‘EGM’), which was held in August
2015, approved the appointment of Mr. Bouke Marsman as a non-executive member of the Board for
a term of four years, ending at the end of the AGM to be held in 2019 or earlier in the event that
certain relief conditions, as specified in the Amended Deeds of Trust, have been met. The
nomination was in accordance with one of the conditions of the Amended Deeds of Trust. As Mr.
Max Groen offered to step down from the Board upon this appointment, the Board continues to
comprise nine members, eight of whom are non-executive members. Also in accordance with the
Amended Deeds of Trust, Mr. Marsman was appointed as a member of the Remuneration,
Appointment and Selection Committee and as a member of the board of Kardan Land China Ltd.



Additionally, during this EGM, the shareholders approved to revise the remuneration package of the
CEO, i.e. to change the CEO’s variable remuneration for 2015 to (a) a short term incentive in the
form of an annual bonus of the Euro equivalent to USD 300,000 (gross) as at the date of payment,
conditional upon the achievement of certain targets, and (b) a long term incentive, granting the CEO
new options (replacing the former grant of options) to purchase ordinary shares in the share capital
of the Company representing 2% of the outstanding issued share capital (after their issuance) prior
to the issuance of shares to the Company’s Debenture Holders pursuant to the Company’s Amended
Deeds of Trust. The exercise price is NIS 1.191 or EUR 0.2807 per option, being the average closing
price of the Company’s share on the Tel Aviv or the Amsterdam stock exchange during three months
prior to June 30, 2015. Accordingly, the terms of existing option plans of certain employees were also
changed. The shareholders also approved the grant of 100,000 options to Mr. Guy Elias, Vice
President Business Development under the same conditions

Other


In March 2015 Kardan announced that a bank filed a request for bankruptcy and receivership against
Mr. Grunfeld, one of the controlling shareholders of the Company. In August 2015, the Company
announced that it was informed that the District Court in Tel Aviv, Israel, accepted the request of
Leumi Bank and had ordered the assets of Mr. Grunfeld to be put in receivership by the official
General Receiver and had appointed Leumi Bank’s Lawyer as special administrative receiver.
Mr. Grunfeld directly holds 849,000 shares of Kardan, representing approximately 0.69% of the
Company’s share capital and its voting rights. In addition, Mr. Grunfeld indirectly - through Talromit
Financial Holdings (1999) Ltd., a company controlled by Mr. Grunfeld - holds 20,644,927 shares of
Kardan, representing approximately 16.78% of the Company’s share capital and voting rights. All the
Kardan shares held by Mr. Grunfeld (directly and indirectly) are pledged as follows: 11,591,189
shares to Bank Hapoalim Ltd., 9,053,738 shares to Bank Leumi le-Israel BM and most of the
remaining shares are pledged to two other banking entities.
In August 2015 the Company was also informed that Bank Hapoalim filed a request to execute the
pledge on the shares which Mr. Grunfeld holds in Kardan (i.e. to receive the shares).
In December 2015, the Company learned that the Tel Aviv District Court accepted the request of the
administrative receiver to expand his power by issuing an order granting him the ability to exact the
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rights of the shares in the private companies which are wholly owned by Mr. Grunfeld (through one of
which Mr. Grunfeld holds most of his shares in the Company). This will enable the administrative
receiver to, among other things, appoint himself as a director in the aforementioned private
companies and to take any action to protect the value of the holdings of the private companies. It is
clarified that the decision does not authorize the special administrator to exercise the shares.


In March 2016, Kardan announced that Mr. Shouky Oren had informed the Board of Directors of
Kardan N.V. of his intention to leave the Company, after four years as CEO and member of the
Board of Directors. The Board announced that it has appointed Mr. Ariel Hasson, CEO of Kardan
Financial Services, as the new CEO of Kardan N.V. to replace Mr. Oren who will relinquish his duties
on April 15, 2016. Mr. Hasson is expected to be nominated as an Executive Board Member at the
Company’s Annual General Meeting in May 2016.

REAL ESTATE


In February 2015 GTC RE repaid the remaining EUR 5 mn plus interest of an outstanding bank
loan, using the funds of the proceeds from the sale of the TBI Credit, a subsidiary of TBIF (see
below), thereby releasing all relating pledges.



In November 2013 GTC RE sold its stake in Globe Trade Centre S.A. (‘GTC SA’) to Lone Star Real
Estate Fund III (‘the Buyer’) in consideration of EUR 160 mn (‘the Sale Agreement’).
In April 2015 Kardan announced that, whereas the Sale Agreement included a Claw Back
mechanism whereby at the demand of the Buyer GTC RE would have to repay the Buyer up to
EUR 6.3 mn in the event GTC SA did not reach two business targets (the first to be reached by
March 31, 2015, and the second by December 31, 2015), GTC RE and the Company received a
demand from the Buyer to pay an amount of EUR 3.15 mn as the Buyer claimed that GTC SA did
not meet the first of the said targets.
Subsequently, in October 2015, a writ of summons was issued against Kardan by the Buyer
according to which the Buyer demanded that the Company (as a guarantor to GTC RE’s liability)
would pay an amount of EUR 3.15 mn according to the aforementioned Claw Back mechanism.
In January 2016 GTC RE and the Company received a demand from the Buyer to pay an amount of
EUR 3.15 mn as the Buyer claimed that GTC SA did not meet the second of the agreed upon
targets in the Sale Agreement.
In February 2016 the Company, GTC RE and the Buyer signed a settlement agreement, according
to which GTC RE would pay the Buyer an amount of EUR 4 mn (the ‘Settlement Amount’) in
exchange for a final and absolute waiver by the Buyer of all its existing and future claims and
demands towards the Company and GTC RE in relation to the Buyer’s demands according to the
Claw Back mechanism, and of mutual cancellation and deletion of all proceedings taken in this
matter.



In August 2015 a binding agreement (the ‘Agreement’) was signed between Kardan Land Dalian
Ltd. (the ‘Project Company’), a wholly owned subsidiary of Kardan Land China Ltd. (‘KLC’), and
Fraser Suite Dalian Company Ltd. (‘the Purchaser’) to sell Building B of the Europark Dalian project
(the ‘Project’) for a total consideration of approximately RMB 481 mn (approximately EUR 68 mn)
(the ‘Consideration’). The Purchaser paid 10% of the Consideration within twenty-five working days
after the date on which the Agreement was signed. The balance of the Consideration is due to be
paid in phases, subject to meeting certain conditions precedent and receiving certain approvals
which are expected to be met or obtained during the development of the Project, as stipulated in the
Agreement. At present, 50% of the Consideration has been received and KLC expects to receive
the remaining 25% in 2016, 15% in 2017 and 10% in 2018. The delivery of the 262 serviced
apartments and 14 parking spaces that Building B comprises is expected to take place in the fourth
quarter of 2017 when the agreed upon interior construction has been finished in the already
completed core and shell of the building. The Consideration will be used by the Project Company to
repay part of a bank loan and for further development of the Project.
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In October 2015 the Project Company entered into an agreement with the investment fund
Shenzhen Ping An Da Hua Huitong Wealth Management Co., a subsidiary of Ping An Trust (‘the
Fund‘) in China, with respect to a credit facility (the ‘Credit’) amounting up to RMB 1 billion
(approximately EUR 142 mn) for the Project. The Credit has been used to refinance the outstanding
debt of the current project loan amounting to RMB 900 mn, the terms of which are disclosed in the
Annual Report 2014 and which is considered to be a Reportable Credit according to the regulations
of the Israel Securities Authority, and will furthermore be used to finance the Project.
In November 2015 the Project Company withdrew an amount of RMB 700 mn (approximately EUR
105 mn) from the Credit facility to refinance an existing loan.
In February 2016, the Project Company withdrew an additional amount of RMB 100 mn (EUR 15 mn)
from the Credit facility to be used for on-going financing needs of the Project.



In January 2016 Kardan announced that it had received EUR 13.2 mn (the full Dalian Deposit which
was held in connection with the refinanced loan). Following the release of the pledges which were
registered to secure the current project loan, these pledges were registered in favor of the Fund to
secure the Credit.

WATER INFRASTRUCTURE


In January 2015 Kardan’s indirectly held subsidiary Tahal Group Assets BV (‘Tahal Assets’) signed a
Share Purchase Agreement with China Gezhouba Group Investment Holding Co. Ltd. (‘CGGC
Investment’) to sell its shares in the Chinese water infrastructure company Kardan Water
International Group Ltd. (‘KWIG’), to take place in two phases (75% and 25%) to be finalized before
the end of June 2015. The total consideration of the two phases amounts to RMB 630 mn (at the
time of the release approximately EUR 86 mn / USD 101 mn, ‘the Consideration’) (‘the Transaction’).
The first phase (75%) of the Transaction was concluded in March 2015. Additionally, on top of the
Consideration and as part of the Transaction, CGGC Investment repaid all outstanding loans
provided to KWIG by Kardan Group companies, totaling approximately USD 46 mn (approximately
EUR 42 mn).
In June 2015 it was announced that the second phase of the sale was postponed by three months
until September 30, 2015 at the request of CGGC Investment and in September 2015, it was
announced that the second phase had been delayed due to processes which were taking more time
than expected. The remaining part of the Consideration, i.e. approximately USD 27 mn including
interest according to the agreement, will be paid to Tahal Assets upon completion of the second
phase, which is expected to take place in H1 2016. The received funds (net) will be used by Tahal for
payment of a dividend to Kardan.



In March 2015 Tahal Group International BV (‘TGI’) fully repaid FIMI Tahal 2010 Investments Limited
Partnership (‘FIMI’) the loan principal of USD 25 mn together with accrued interest as of that date. As
a result, in the first quarter of 2015, TGI recorded a financial expense of approximately EUR 3 mn
due to the early repayment.



In June 2015 Kardan’s indirectly held subsidiary Tahal Consulting Engineers Ltd. signed an
agreement with the government of the State of Karnataka in India to design, build and operate a
water supply system to provide treated potable water to approximately 331,000 inhabitants in 131
villages in the Gadag District (‘the Agreement’ and ‘the Project’, respectively). The total
compensation for the Project is approximately EUR 67 mn (4.7 billion Rupees).
This is the first project of this type and scope carried out by Tahal in India. The Project, which is a
turnkey project, comprises 2 phases: the design and construction phase which is expected to last 30
months - which includes the design and construction of a water intake system, a transmission
pipeline, a distribution network over 600 km, a water treatment plant and 8 reservoirs - and the
operations and maintenance phase which is expected to last 60 months. Over 80% of the
compensation will be paid for the first phase of the Project. Half of the funding for the Project is
provided by the Central Government of India, and the other half by the government of the state of
Karnataka. A down payment of 5% of the total compensation was paid in September 2015, after
which the first phase of the Project commenced.
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In September 2015, TGI signed an amended agreement with FIMI (‘the Amended Agreement’) to
replace the existing agreements. The Amended Agreement was signed following discussions
between the parties regarding the interpretation of various clauses of the Agreements, inter alia on
distribution of dividends after the full repayment of the loan, whereas the option agreement was still
valid. According to the new agreement, FIMI will be entitled to receive from TGI only a cash
consideration that will be determined upon the value of TGI in the date of the exit event. For details
on the Amended Agreement reference is made to the 2015 Financial Statements, note 23. In
addition, following the cancellation of the agreements, TGI and Kardan NV signed an agreement
whereby the Company undertakes towards TGI to bear payment to FIMI exceeding USD 0.5 mn.

FINANCIAL SERVICES


TBIF Financial Services B.V. (‘TBIF’), a wholly owned subsidiary of Kardan, signed an agreement in
October 2014 to sell all of its shares in a subsidiary holding a non-performing credit portfolio and
other non-banking financial operations (‘the Subsidiary’). Closing of the sale of the shares took place
in February 2015, when the full consideration of approximately EUR 10 mn was received. The
Company used the proceeds to fully repay a bank loan of EUR 5 mn plus interest, thus releasing all
relating pledges. As a result of the transaction the Company recorded a small net gain.



In March 2016, the Company announced that its wholly owned subsidiary Kardan Financial Services
B.V. (‘KFS’) had signed an agreement (‘the Agreement’) to sell its 100% holding in the subsidiary
TBIF (‘the Transaction”), comprising the banking and retail lending activities of the Kardan Group for
a total consideration (‘the Consideration’) to be paid in two parts. On the completion date (‘the
Completion date’) the buyer will pay KFS an amount of approximately EUR 69 mn. Subsequently,
following the Completion date, the Consideration will be adjusted to take into account the audited
result of the sold asset in the period January 1, 2016 until the Completion date (‘the Adjustment’).
The Transaction is subject to certain conditions precedent, including the receipt of regulatory
approvals and the approval of the meetings of Kardan’s debenture holders (Series A and Series B,
‘Debenture Holders’) to certain terms of the Agreement. The Company notes that there is no
certainty that the Transaction will be completed.

1.2.

Book value of investments Kardan N.V.

The following table summarizes the book value of the companies held directly by Kardan as of
December 31, 2015 and 2014 (amounts in EUR mn):
Holding
Company

Kardan
NV

Name
of
subsidiary

GTC RE
Holding

Consolidated
equity

Share
holders
consolidated
equity

Adjustments
of
Kardan
NV

Book
Value in
Kardan
NV

Share
holders
Loans*

Total
Investment in
books
31.12.15

Total
Investment
in
books
31.12.14

GTC RE
Holding

100%

303.6

303.4

4.2

307.6

(6.2)

301.4

278.3

KFS

100%

52.0

52.0

-

52.0

32.5

84.5

79.3

TGI

98.43%

64.8

64.8

(4.4)

60.4

-

60.4

99.4

100%

130.5

130.5

-

130.5

130.5

22.3

Consolidated
equity

Share
holders
consolidated
equity

Emerging
Invest
ments
XII *,
Holding
Company

Share in
subsidiary

Name
of
subsidiary

Kardan
Land
China

Share in
subsidiary

100%

324.5

324.5

Adjust
-ments
of GTC
RE

2.6

KLC
Book
Value

327.1

-

Shareholders
Loans

(37.0)**

Total
Investment
in
books
31.12.
15
290.1

Total
Investment
in books
31.12.
14

272.0
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Holding
Company

KFS

Holding
Company

TGI

Name
of
subsidiary

Share
in
subsidiary

Consoli
-dated
equity

Share
holders
console
-dated
equity

Adjustments
of KFS

TBIF

100%

81.4

81.4

-

Name
of
subsidiary

Share
in
subsidiary

Consoli
-dated
equity

Share
holders
console
-dated
equity

Adjustments
of TGI

100%

24.7

28.0

-

28.0

100%

38.2

34.8

-

34.8

Tahal
Group
Assets
B.V.
Tahal
Group
B.V.

TBIF
Book
Value

81.4

Book
Value

Loans
granted
by KFS

-

Total
Investment in
books
31.12.
15
81.4

Loans
granted
by TGI

Total
Investment in
books
31.12.
14
66.2

Total
Investment in
books
31.12.
15

Total
Investment
in
books
31.12.
14

(3.2)

24.8

86.4

6.6

41.4

37.4

(*) In October 2012, the Company assigned its shareholder’s loans (provided to its subsidiaries) to
Emerging Investments XII. For convenience, the shareholder’s loans are presented as part of the
investments in subsidiaries.
The Company’s repurchased debentures are mostly held by Emerging Investments XII.
The shareholder’s loan which Kardan N.V. provided to Emerging Investments XII is presented net of the
debentures.
(**) An equity loan and is expected to be deducted from KLC’s equity.
For further information regarding dividends amount, shareholders loans and management fees that were
paid during 2015, reference is made to the Israeli Annual Report, dated March 23, 2016 (hereinafter: ‘IL
Periodic Report’) which can be found on the corporate site www.kardan.nl .

Emerging Investment XII holds the following Kardan N.V Debentures as of December 31, 2015:
Nominal Value

Liability Value
including accrued
interest
(in € million)

Series A

211,576,523.75

62.1

Series B

142,681,737.39

42.0

GTC RE holds NIS 51,366,250.76 par value debentures (Series A) of the Company having a liability
value of EUR 15.1 mn.
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1.3.

Financial Position of holding companies of the Kardan Group as of December 31, 2015


Net debt

The following table summarizes the net debt of Kardan N.V. and if applicable of its directly held
subsidiaries (company only) as of December 31, 2015:

Company

Net Debt * (in € million)

Kardan NV /
GTC RE /
Emerging
Investments
XII

Liabilities:
Debentures**
FIMI liability
Assets:
Loan to KFS
Cash and short term investments
Net debt

KFS / TBIF

(386.9)
(2.0)
32.5
23.1
(333.3)

Liabilities:
Loans from Kardan NV

(32.3)

Assets:
Cash and short term investments

8.8

Loans to others
Loans to subsidiaries

7.7
5.6

Net debt
TGI/TG/TGA

(10.4)

Liabilities
Liability to FIMI

(0.5)

Assets:
Cash and short term investments

Net cash

3.8
3.3

(*) Net debt includes interest bearing loans and borrowings, debentures, less cash and cash equivalents and
interest bearing receivables.
(**) The balance is presented net of debentures held by subsidiaries, see section 1.2 above.
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1.4.

Risk Management
Kardan has three divisions: Real Estate (GTC RE), Water Infrastructure (Tahal), and Banking
and Retail lending (KFS), divided into three segments, which can each consist of one or more
operating company/ies. Each segment is managed by an executive director or Board of
Directors, responsible for managing the operations and the market segment risks. In addition,
each operating company has a senior manager who is responsible for risk management. As of
the beginning of 2014, Mr. Guy Elias, member of the Executive Management of Kardan, is
responsible for Kardan’s overall Risk Management. For more details on Mr. Guy Elias’s resume,
reference is made to Regulation 26 as included in the IL Periodic Report and also to the
corporate site of Kardan, www.kardan.nl.
The main risk categories relating to Kardan’s strategy, such as liquidity and capital availability
and financial market risks (including interest rate and currency risks etc.), are described in
Kardan’s Annual Report 2014 and 2015 (to be published on April 14, 2016). The above
described risks should be seen as re-quoted in this report by way of reference. It is noted
specifically that fluctuations in the exchange rates of the various currencies in which the
business affairs of Kardan are managed may affect the financial status of Kardan as the
Company reports in Euro, whereas it has NIS denominated debts and most of its assets are
denominated in Chinese RMB.
Given Kardan’s business philosophy, which is based on the view that emerging markets
generally develop faster than developed markets supported by economic strengthening of the
middle classes, the Company is predominantly active in emerging markets. Emerging markets
are generally inherently more volatile and therefore often exposed to risks arising from
unforeseen changes such as geopolitical, political, regulatory and economic.
Developments and shocks in global markets and particularly in the Chinese and other emerging
markets may affect the liquidity of Kardan N.V., its equity value, the value of its assets, its ability
to realize its assets, the state of its business (including the demand for its assets), its ability to
distribute dividends and its ability to raise finance for its ongoing activities and long-term
activities, as well as the terms of such financing.
Contacts between the CEO, the members of the Executive Management and local management
of Kardan’s subsidiaries are frequent and intensive, to discuss the latest development and
expectations in the respective markets as well as the (financial) resilience of these subsidiaries.
For an overview of Kardan’s main risk categories, reference is made to the 2014 Annual Report
(which can be found on the corporate site). The Annual Report 2015 will be available as of April
14, 2016. In addition, reference is made to the 2015 consolidated financial statements as well
as to the 2015 IL Periodic Report, which can also be found on the corporate site. It should be
noted that there may be other significant risks Kardan has not yet identified or that have not
been assessed as having a significant potential impact on the business but which in a later
stage could materialize as such.

Disclaimer
This report contains forward looking information as defined in the Israeli Securities Act, based on
macro-economic data relevant to each geographical region in which Kardan N.V. is active, the
management's experience and the condition of the local and global market. The aforesaid may not
materialize completely or part thereof, or materialize in a different manner, including materially different
from what is expected as a result of changes in the state of the market, new regulations, continuation
and/or worsening of the global economic crisis or incorrect assessments by management.
This report also contains information regarding market developments which are based on external party
research which was published in the following reports.
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2.

PART 2 ADDITIONAL INFORMATION

2.1.

Financial analysis

2.1.1

Following is a summary of Kardan N.V.’s consolidated balance sheet (in EUR thousands)
Year ended
December
31, 2015

Year ended
December 31,
2014

Total balance
sheet

975,742

1,013,609

Current assets

474,143

490,509

Non-current
assets

501,599

523,100

Current
liabilities

482,490

555,324

The decrease in current liabilities compared
to December 31, 2014, is mainly due to the
debt settlement with the debenture holders
coming into effect. As a result of the debt
settlement current maturities as of
December 31, 2014 have been classified as
long term debentures.

Debentures

356,272

250,047

The increase compared to December 31,
2014, is mainly due to the debt settlement
with the debenture holders coming into
effect. As a result of the debt settlement
current maturities have been classified as
long term debentures.

Long term
Interest-bearing
loans and
borrowings

40,550

84,131

The decrease in long term interest bearing
loans and borrowings compared to
December 31, 2014 is mainly due to
repayment of the FIMI loan and refinance of
the Dalian project loan at a lower amount
compared to the previous loan

Equity
attributable to
equity holders
of the parent

71,461

92,398

The decrease in equity compared to
December 31, 2014, is mainly due to the
loss in the period.

Notes

The decrease in total balance sheet
compared to December 31, 2014 is mainly
due the sale of KWIG and repayment of
loans and debentures.
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2.1.2 Cash Flow and source of funding (in EUR thousands)
FY 2015
Net cash provided by
(used in) operating
activities

Net cash used in
investing activities

3,866

52,986

FY 2014

FY 2013

Notes

28,749

(47,960)

-

183

(82,630)

In 2015, €119 mn were provided from proceeds
from the sale of a subsidiary; € 33.6 mn were
used for the acquisition of tangible fixed assets
and investment properties.
In 2014, € 45.3 mn were used for the
acquisition of tangible fixed assets and
investment properties, and
€ 35.1 mn were used to provide long-term
loans. € 74.4 mn were provided from the sale
of a company accounted for using the equity
method

Net cash provided by
financing activities

(69,223)

17,759

(118,743)

In 2015, € 162.5 mn were used for repayment
of loans. € 105 mn were provided from long
term loans.
In 2014, € 68.5 mn were used for repayment of
debentures, and € 89.2 mn were provided from
long term loans.
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2.1.3 Cash flow Forecast
The audit opinion of the external auditors as of December 31, 2015, includes a voluntary emphasis of
matter referring to the financial position of the Company as described in Note 1 to the 2015 financial
statements. In addition, the Company presents a negative working capital in the stand-alone and
consolidated financial statements and a loss for the reported period. These are "warning signs" as
defined in Regulation 10 (b) (14) of the Israeli Securities Authority regulations.
Therefore, the Company provides a cash flow forecast for a period of two years as of December 31,
2015.
Forecast cash flow

January 1, 2016 December 31,
2016

January 1, 2017 –
December 31,
2017

in € millions
Cash and cash equivalents at the beginning of the period – Kardan
NV* and GTC RE
Company only resources
From operating activities
General and administration expenses
From investing activities
Sale of assets
Resources from investee companies
From operating activities in investments – Management fees
Total Resources

23.0

113.3

(4.5)

(4.5)

122.0

111.2

0.5

0.5

141.0

220.5

Expected Uses
From invensting activities
Claw back repayment
From financing activities
Interest payment of debentures – Series A
Interest payment of debentures – Series B
Principal payment of debentures – Series A
Principal payment of debentures – Series B
Total Uses

(4.0)

-

(5.3)
(18.4)
27.7

(5.5)
(18.8)
(42.1)
(43.5)
109.9

Cash and cash equivalents at the end of the period

113.3

110.6

Assumptions and Notes to the cash flow forecast:
1.

The cash flow forecast has been jointly prepared for Kardan NV (company-only) and its wholly
owned subsidiaries GTC Real Estate Holding BV and Emerging Investments XII BV, as the
treasury of these companies is centralized. With respect to limitations regarding the transfer of
funds between Kardan NV and GTC RE please see below under point 9 below.

2.

The cash flow forecast was prepared based on the Amended Deeds of Trust which became
effective on July 3, 2015, however, it does not include mandatory early repayments according to
the debt settlement upon sale of certain agreed assets.

3.

The forecasted General and administration expenses are based on estimates of the Company
according to its past experience.

4.

With respect to sale of assets in 2016 and 2017, the Company is conducting processes through
its subsidiaries to sell a part or the total of its significant assets. The proceeds to be received from
sale of such assets, both as dividend as well as repayment of shareholder’s loans, would be used
Kardan N.V. – Directors’ Report FY 2015– Page 12

mainly for (early) repayment of the Company’s Debentures in accordance with the provisions of
the Amended Deeds of Trust. The main processes are as follows:





During Q1 2015 Tahal Assets completed the first phase (75%) of the sale of its shares in
KWIG including repayment of all shareholder loans which were provided by Group
companies to KWIG. The second phase (25%) of the sale of the shares in KWIG is expected
to be completed before the end of H1 2016 and is expected to generate approximately USD
27 mn to Kardan NV (less amounts for the payment of the tax resulted from the sale).
In February 2016 KFS has signed an agreement to sell TBIF for an amount of EUR 69
million and an additional adjustment based on actual results from January 1 until the
completion date.
Additional proceeds in 2016 and 2017 are expected to be received from future sale of real
estate and / or sale of shares in subsidiaries.

5.

The amount of Management fees from investee companies is based on existing agreements
between the Company and its subsidiaries as of the balance sheet date.

6.

The Interest calculations are based on Israeli CPI, exchange rates and interest rates which are
applicable as of December 31, 2015. The principal and interest payments for the debentures are
presented net of the interest which relates to the debentures held by GTC RE and Emerging
Investment XII BV.

7.

The cash flow forecast does not include any additional investments which the Company will make
once those will be approved by the appropriate bodies in the Company. As of the authorization of
these financial statements, the Company did not approve any new investments. In addition,
according to the Amended Deeds of Trust there are certain limitations on new investments.

8.

Restriction on transferring funds:

9.



Transfer of funds between Kardan NV and GTC RE is done through a loan, of which the
balance amounts to EUR 6.2 mn as of December 31, 2015.
In addition, GTC RE has free distributable reserves according to Dutch law amounting to
EUR 205.5mn as of December 31, 2015. As of December 31, 2015 GTC RE is not subject to
any financial covenants.



Restrictions on transfer of funds: money transfer from Emerging Investments XII to the
Company is done by dividend payment from Emerging Investments XII. Distributable
reserves according to the Dutch law are in the amount of EUR 130.5 mn as of December 31,
2015.



Restrictions on transfer of funds: money transfer from TGI to Kardan N.V.; a) distributable
reserves of at maximum EUR 57.9 mn may be transferred and b) covenants of lending
banks of TGI Group need to be met.

This estimate is forward looking information based on management assumptions and
expectations. The aforesaid may not materialize completely or part thereof, or materialize in a
different manner, including materially different from what is expected as a result of changes in the
state of the market, difficulties in raising credit, decrease in value of investments and change in
cash amounts expected to be received from affiliated companies.
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10. Comparison table and explanations for material deviations:
Forecast cash flow

January 1, 2015 December 31,
2015 (projected)

January 1,
2015 December 31,
2015 (actual)

Comments and
explanations

in € millions

Sources
From investing activities
Sale of assets

82.1

58.7

Cash and cash equivalents for the end of the period

52.7

23.0

See (1) below

(1) During 2015 the Company received the consideration from the sale of TBI Credit in the amount of
EUR 9.9 mn and proceeds from the sale of KWIG in the amount of EUR 48.8 mn.
The Company, however, did not complete the second phase of the sale of KWIG (25%), as was
projected. For additional information reference is made to the Section 1.1 above.
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2.2

Fair Value Disclosure

Galleria Dalian

Country

City

China

Dalian

Project
name

Use of asset

Galleria
Dalian

Investment
Property

KNV share Right on Estimated NRV
of the
the asset
Sqm
asset

100%

Lease

Value of the
Valuation gain Discount rate
project
recorded in the
(%)
in the Financial
period
Statements
(in € mn)
(in € mn)

65,584

250.3

20.9

10.5%

Exit rate Rent per Sqm
(%)
assumed in the
valuation

5.5%

EUR 23.4 per
Sqm

Valuation Method

External
valuer

Date of the last
valuation

Direct Comparison
Approach and DCF
for the retail portion;

external
valuation –
DTZ C&W

Based on external
valuation
performed by DTZ
C&W for
31.12.2015

* The valuation report of Galleria Dalian is attached to the financial statements.
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2.3

Issuance of debentures (*)
The following are details regarding the debentures of Kardan NV as of
December 31, 2015:

Debenture series A

Debenture series B

EUR 280.2 million
(NIS 1,190,000,000)

EUR 314.1 million
(NIS 1,333,967,977)

Principal and interest linked to
Israeli CPI
(CPI of January 2007)

Principal and interest linked to
Israeli CPI
(CPI of December 2006)

EUR 134.9 million
(NIS 573,054,735 par value)

EUR 265.9 million
(NIS 1,129,343,960 par value)

Debentures held by subsidiaries

NIS 262,942,774.51 par value

NIS 142,681,737.39 par value

Interest rate (per annum)

6.325%

6.775%

Principal repayment

Two installments one in February
2017 and the second in February
2018.

Four installments from February
2017 to February 2020.

Interest payment dates

3 annual installments from
February 2016 to February 2018

5 annual installments
from February 2016 to February
2020

Total debt up to the date of the
balance sheet (including interest
and Israeli CPI linkage)

EUR 91.0 million (net of
debentures held by subsidiaries)

EUR 288.8 million (net of
debentures held by subsidiaries)

EUR 65.9 million (net of
debentures held by subsidiaries)

EUR 184.6 million (net of
debentures held by subsidiaries)

The trustee

Aurora Fidelity Trust Co. Ltd (CPA
Iris Shlevin)

Hermetic Trust (1975) (Adv. Dan
Avnon )

Rated by

S&P Maalot

S&P Maalot

Rating at the time of issuance

AA - (February 2007)

AA - (February 2007)

Updated rating

B (July 2015)

B (July 2015)

Par value of issued debentures

Linkage basis

Par value of debentures as of
December 31, 2015

Market capitalization as of
December 31, 2015

Pledged Assets
as of December 31, 2015
Part of the assets have not been
pledged yet – for details reference
is made to Note 1 in the
consolidated financial statements

According to the Amended Deeds of Trust, the Company committed to
establish and register primary, exclusive pledges with no limitations of
amounts over all of the Group's interests in GTC RE, KLC, KFS, TBIF, TGI,
EMERGING (the ‘Pledged Subsidiaries’), including all benefits which will
emanate from these interests and all the rights of the Group in loans
granted to the Pledged Subsidiaries.
A primary exclusive pledges with no limitations of amounts over the bank
accounts of the Company (the pledge has been established).
Pledge on all the Company’s debentures held by the Group. Other negative
pledges (the pledge has been established). Additional negative pledges.
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(*) For additional information regarding the Debt Settlement as reflected in the Amended Deeds
of Trust, see Note 1 to the 2015 Financial Statements and the IL Periodic Report.
(**) Debentures (Series A and B) are material to the Company.
(***) During and at the end of the year 2015 the Company met the terms of the Amended Deeds
of Trust.

General meetings of the Debenture Holders
Debenture Holders meeting March 15, 2015
On March 15, 2015, a meeting of the Debenture Holders (series A and B) was held, during which an
update was provided by the Company regarding the status of its business. Additionally, a decision was
made to instruct the trustees of series A and the trustees of series B to come to an agreement among
themselves, on the topic of the pledge of the shares of GTC RE.
Debenture Holders meeting May 19, 2015
On May 19, 2015 a meeting of the Debenture Holders (series A and B) was held, during which a general
overview was provided by the Company regarding its activities in 2014, an overview was provided with
respect to the published settlement documents, a discussion was held on the revised deeds of trust, a
report was provided with respect to the tax implications of the proposed settlement. The revised
amended deeds of trust were published by the Company on June 1, 2015.
Debenture Holders meeting December 7, 2015
On December 7, 2015, a meeting of the Debenture Holders (Series A and B) was held and an update on
the Company’s operations since July 2015 was provided.

2.4

Sensitivity analysis of the fair value of financial instruments

Financial Instruments' Fair Value Sensitivity Analysis According to Changes in Market Factors
Sensitivity Analysis to Changes in Euro \ US Dollar
exchange rate
Profit or (loss)

Profit or (loss) from
change
in Euro millions

from change
in Euro millions
Fair
Value

Increase in
exchange rate

In Euro
millions

Decrease in
exchange rate

5%

10%

20%

13

)0.6(

)1.3(

)2.6(

0.9

17.7

)0.9(

)1.8(

)3.6(

0.1

1.2

(0.1)

(0.1)

(0.2)

2.4

1.2

24.0

(1.2)

(2.4)

(4.8)

2.5

1.2

24.7

(1.2)

(2.5)

(4.9)

(0.5)

(0.3)

(0.1)

(2.5)

0.1

0.3

0.5

Trade payables

(0.6)

(0.3)

(0.1)

(2.9)

0.1

0.3

0.6

Other payables and accrued expenses

(2.1)

(1.0)

(0.5)

)10.5(

0.5

1.0

2.1

Banking customer accounts

(1.2)

(0.6)

(0.3)

(5.8)

0.3

0.6

1.2

Total

11.7

5.9

3

58.9

(3)

(5.9)

(11.7)

20%

10%

5%

Cash and cash equivalents

2.6

1.3

0.6

Accounts receivables

3.6

1.8

Other receivables

0.2

0.1

Investments in joint venture companies

4.8

Assets classified as held for sale

4.9

Warrants and options

Other financial instruments
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Sensitivity Analysis to Changes in NIS\USD
exchange rate
Profit or (loss)

Profit or (loss)

from change

from change

in Euro millions

in Euro millions
Fair
Value
Increase in exchange rate

20%

10%

5%

NIS/USD Derivatives

(5.7)

)2.9(

(1.5)

Total

)5.7(

)2.9(

(1.5)

In Euro
millions

Decrease in exchange rate

-5%

-10%

-20%

(0.0)

1.4

2.9

5.9

(0.0)

1.4

2.9

5.9

Derivatives that are not
designated as hedging
instruments

Sensitivity Analysis to Changes in Euro \ NIS exchange rate
Profit or (loss) from change

Profit or (loss) from change

in Euro millions

in Euro millions

Increase in exchange rate
20%

10%

5%

Cash and cash equivalents

5.3

2.6

1.3

Short term investments

0.2

0.1

0.1

Accounts receivable (Trade receivables)

5.6

2.8

1.3

Long term loans and receivables (Including
current maturities)

0.2

0.1

0.1

Fair Value In
Euro millions

Decrease in exchange rate
-5%

-10%

-20%

)1.3(

)2.6(

)5.3(

1.1

)0.1(

(0.1)

)0.2(

27.7

)1.3(

)2.8(

)5.6(

1.1

)0.1(

)0.1(

)0.2(

Other financial instruments
26.5

1.1

0.6

0.3

5.6

)0.3(

)0.6(

)1.1(

Other payables and accrued expenses

)5.6(

)2.8(

)1.4(

)28.1(

1.4

2.8

5.6

Trade payables

)1.1(

)0.5(

)0.3(

)5.3(

0.3

0.5

1.1

Non-Convertible debentures linked to the
Israeli CPI (Including current maturities)

)50.1(

)25(

)12.5(

)250.5(

12.5

25.0

50.1

Long-term loans from Banks and others
(including current maturities)

)0.1(

)0.0(

)0.0(

)0.4(

0.0

0.0

0.1

Other long term liabilities

)0.5(

)0.3(

)0.1(

)2.6(

0.1

0.3

0.5

Total

)45.0(

)22.4(

)11.2(

)224.9(

11.2

22.4

45.0

Other receivables
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Sensitivity Analysis to Changes in Euro \ RMB exchange rate
Profit or (loss) from
change

Profit or (loss) from change

in Euro millions

in Euro millions

Increase in

Fair Value

exchange rate

In Euro
millions

20%

10%

5%

Cash and cash equivalents

6.8

3.4

1.7

Short term investments

0.6

0.3

Accounts receivable (Trade receivables)

0.9

0.4

Other receivables

1.1

Trade payables

Decrease in exchange rate

-5%

-10%

-20%

34.4

)1.7(

)3.4(

)6.8(

0.1

2.9

)0.1(

)0.3(

)0.6(

0.2

4.4

)0.2(

)0.4(

)0.9(

0.5

0.3

5.3

)0.3(

)0.5(

)1.1(

)0.9(

)0.5(

)0.2(

)4.7(

0.2

0.5

0.9

Other payables and accrued expenses

)9.9(

)5.0(

)2.5(

)49.5(

2.5

5.0

9.9

Long-term loans from Banks and others (including
current maturities)

)20.1(

)10.1(

)5.0(

)100.7(

5.0

10.1

20.1

Total

)21.5(

)11.0(

)5.4(

)107.9(

5.4

11.0

21.5

Other financial instruments

Sensitivity Analysis to Changes in Euro \ RON exchange rate
Profit or (loss)

Profit or (loss) from
change
in Euro millions

from change
in Euro millions
Fair Value

Increase in exchange rate

In Euro
millions

Decrease in exchange rate
-5%

-10%

-20%

2.9

)0.1(

)0.3(

)0.6(

0.7

)0.0(

)0.1(

)0.1(

0.9

18.0

)0.9(

)1.8(

)3.6(

2.4

47.4

)2.4(

)4.7(

)9.4(

0.1

0.1

1.2

)0.1(

)0.1(

)0.2(

1.1

0.5

10.9

)0.5(

)1.1(

)2.2(

0.3

6.0

)0.3(

)0.6(

)1.2(

)1.8(

)36.1(

1.8

3.6

7.2

)0.0(

)0.2(

0.0

0.0

0.0

)0.1(

)1.5(

0.1

0.2

0.3

2.4

49.3

)2.4(

)4.9(

)9.8(

20%

10%

5%

Cash and cash equivalents

0.6

0.3

0.1

Accounts receivable (Trade receivables)

0.1

0.1

0.0

Other receivables

3.6

1.8

9.4

4.7

Leasing (including current maturities)

0.2

Consumer finance (including current maturities)

2.2

Other financial assets

1.2

0.6

Banking customers accounts

(7.2)

(3.6)

Trade payables

(0.0)

(0.0)

Other Payables and accrued expenses

(0.3)

(0.2)

9.8

4.9

Other financial instruments

Loans to bank customers (including current maturities)

Total
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Sensitivity Analysis to Changes in EURO interest rate
Profit or (loss) from
change
in Euro millions

Profit or (loss) from
change
in Euro millions
Fair Value
In Euro
millions

Increase in

Decrease in

interest rate

Other financial Instruments
loans and receivables (Including Current maturities)
Short-term loans from Banks and others
Banking customer accounts
Long-term loans from Banks and others (including
current maturities)
Total

interest rate

100%

10%

5%

-5%

-10%

-100%

)32.2(
0.1
1.4

)3.2(
0.0
0.1

)1.6(
0.0
0.0

111.9
)2.2(
)143.6(

1.6
)0.0(
)0.0(

3.2
)0.0(
)0.1(

32.2
)0.1(
)1.4(

0.1

0.0

0.0

)4.3(

)0.0(

)0.0(

)0.1(

)30.6(

)3.1(

)1.6(

)38.2(

1.6

3.1

30.6

Sensitivity Analysis to Changes in RMB interest rate
Profit or (loss) from
change
in Euro millions

Profit or (loss) from change
in Euro millions
Fair Value
In Euro
millions

Increase in

Decrease in

interest rate

Other financial instruments
Long-term loans from Banks and others (including
current maturities)
Total

interest rate

100%

10%

5%

23.1

2.8

1.4

23.1

2.8

1.4

-5%

-10%

-100%

)100.7(

)1.4(

)2.9(

)35.4(

)100.7(

)1.4(

)2.9(

)35.4(

Kardan N.V. – Director’s Report FY 2015– Page 20

Sensitivity Analysis to Changes in NIS interest rate
Profit or (loss) from
change
in Euro millions

Profit or (loss) from change
in Euro millions
Fair Value
Increase in

In Euro millions

Decrease in

interest rate
100%
Derivatives that are not designated as hedging
instruments
USD/NIS Derivatives
Other financial instruments
Loans and receivables (including current maturities)
Non-convertible debentures linked to the Israeli CPI
(Including current maturities)
Total

interest rate

10%

5%

-5%

-10%

-100%

0.0

0.0

0.0

(0.0)

)0.0(

)0.0(

)0.0(

)0.3(

)0.0(

)0.0(

1.8

0.0

0.0

0.4

82.6

11.5

5.9

)250.5(

)6.1(

)12.5(

)201.8(

82.3

11.5

5.9

)248.7(

)6.1(

)12.5(

)201.4(

Sensitivity Analysis to Changes in CPI
Profit or (loss) from
change
in Euro millions

Profit or (loss) from
change
in Euro millions
Fair Value
In Euro
millions

Increase in CPI

Decrease in CPI

2%

1%

-1%

-2%

Investments in associated companies

0.2

0.0

Long term loans and receivables (including current
maturities)

9.4

)0.0(

)0.2(

0.0

0.0

1.3

)0.0(

)0.0(

Other payables and accrued expenses
Non-convertible debentures (Including current
maturities)

)0.0(

)0.0(

)0.8(

0.0

0.0

)5.0(

)2.5(

)250.5(

2.5

5.0

Total

)4.8(

)2.5(

)240.6(

2.5

4.8

Other financial instruments
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The fair value of the financial instruments was determined as follows:
1. The fair value of each balance sheet item includes the total fair value of all the financial instruments
which are materially sensitive to the relevant market factor.
2. The fair value of traded financial instruments was determined based on the securities quote as of the
balance sheet date.
3. The loans' fair value was estimated based on the future cash flow discounted by an annual interest
rate equal to the interest rate at which the company received or could receive for a similar period, as
of the balance sheet date.
4. The fair value of the long term loans includes their current maturities.
5. The sensitivity analysis of long-term loans bearing variable interest rate was calculated only on the
interest's permanent component.
6. The fair value sensitivity analysis of loans with no maturity date was performed based on the
Company's maturity forecast; given no forecast, the fair value was determined based on its book value.
7. Loans from banks in the amount of approximately EUR 1 million were not taken into account due to
the fact that they were fully repaid two weeks after the balance sheet date.
8. The balances of cash and cash equivalents, short-term investments, trade receivables and accounts
receivables, short-term borrowing, trade payables and accounts payable are presented based on their
carrying amounts.
9. The sensitivity analysis for the Israeli customer price index was made using a 1%-2% range, based on
the Company's assessments of possible fluctuation of the CPI.
10. The sensitivity to fluctuations of interest rates was assessed assuming an extreme scenario of 100%
for all interest rate, according to the Company's assessments.
2.5

Linkage balance

For information regarding linkage balance sheets of the Company, see Note 38 to the 2015 financial
statements.
2.6

Senior Officers and Interested Parties Remuneration

Following are details of the evaluation conducted by the Company’s Board of Directors regarding the
remuneration given during the reporting period to the senior officers and to the interested parties of the
Company referred to in Regulation 21 in Part 4 of the Periodic Report: "Additional information on the
corporation”.
Senior officers in the Group, listed in Regulation 21 (a): The five senior officers with the highest
remuneration, set forth in Part 4 to the IL Periodic report, in accordance with Regulation 21 (a) are the
CEO and senior officers (CEO’s in most cases) in material subsidiaries. The Board determined that in
order to be able to examine the remuneration of these officers, the following criteria need to be taken into
account:
(A) The Board will take into account the remuneration determined by the direct superior of these officers
(i.e. supervisory board, board of directors or shareholders, as the case may be).
(B) The Remuneration of these senior officers shall include in principal three components - a fixed
remuneration, a short-term variable remuneration and a long-term variable remuneration, as is customary
in the Company and in Kardan NV Group, and will be determined in line with the senior officer’s
remuneration policy as adopted by the Board of Directors in February 2015.
(C) The Board will be presented with the data that was presented to the relevant body (see A) provided
that such data is similar in nature to the data presented to it when evaluating the remuneration to members
of the senior officers of the Company.
(D) The Board will take into consideration the opinion of the Company’s management.
The Board was presented, in advance, with all the relevant data for each of the senior officers listed below,
according to the criteria set by it.
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Mr. Shouky Oren – CEO and director of the Company.
Mr. Ariel Hasson – CEO of TBIF.
Mr. Saar Bracha – CEO of Tahal Group International.
Mr. Alon Shlank – Former Chairman of KLC and former President of KWIG.
Mr. Tsvetan Petrinin – CEO of TBI Bank.
Data on employment agreements, their roles, and contributions to the Group for each of the senior officers
in the Group were presented to the Board. In addition, data regarding the remuneration of senior officers
in similar companies were presented. Moreover, the Board's attention was drawn to the level of sharebased payment, which was a major factor in the remuneration of these senior officers in 2015. In this
context, the Board took into account the Kardan Group's policy regarding the granting of such
remuneration.
Based on the criteria set and the information presented, the Board evaluated the remuneration granted to
these senior officers, and is of the opinion that the remuneration of these officers is reasonable, fair and
consistent with the contribution of these senior officers to the subsidiary which they are serving.
Remuneration of the senior officers, members of the management of the Company:
These officers are: Shouky Oren, Einat Oz – Gabber and Guy Elias, detailed in Regulation 21 (b).
During the approval process of the Company's financial statements as of December 31, 2015, the Board
evaluated again the remuneration for 2015 and approved, based on the recommendation of the
Remuneration Committee, in accordance with criteria determined by it, that such compensation is
reasonable, fair and consistent with the contribution of each member of the Management to Kardan NV’s
activity and to its success. The Board of the Company assesses that the total remuneration of the
managers as specified in Regulation 21 of Part 4 of the IL Periodic Report (Additional information on the
corporation), reflects the contribution of these officers to the Company and that it is fair and reasonable.
Remuneration to the interested parties, listed in regulation 21 (c):
Regarding members of the Management - see above.
Regarding the non-executive Board members: Mr. Peter Sheldon, Mr. Albert May, Mr. Avner Schnur, Mr.
Joseph Grunfeld, Mr. Eytan Rechter, Mrs. Elly Seinstra and Mr. Cor van des Bos, and Mr. Bouke Marsman,
the Board determined that the remuneration paid to them is reasonable and fair considering the standard
remuneration for board members and that it is in relation to their contribution to the Company and their
responsibility in connection with such role. This remuneration was approved by the general meeting of
shareholders of the Company on May 28, 2015, and is for the period as of January 1, 2015 to December
31, 2015. With respect to Mr. Marsman, who was appointed during 2015, his remuneration was approved
by the extraordinary general meeting of shareholders of the Company on August 28, 2015.
2.7

Directors with accounting and financial expertise

Kardan N.V. is a company incorporated in the Netherlands and consequently the Companies Law 57591999 does not apply to it, so that, among other things, it does not have to appoint external directors and is
not required to appoint directors with accounting and financial expertise.
However, in accordance with Kardan’s articles of association, there are decisions that the Board has to
accept according to a special approval procedure which requires, among other things, the consent of the
independent directors who attend the Board meetings, as defined in Company’s Articles of Association
and Corporate Governance Code.
In addition, in accordance with the Netherlands Corporate Governance Code (“The Code”), Kardan N.V.
has adopted the duty whereby at least one of the independent non-executive members of the Board, has
knowledge of financial management and accounting. It is further noted that as of reporting date, the
majority of Kardan’s directors who serve on the Board are independent directors.
The directors with financial and accounting knowledge currently serving on the Board are:
Peter Sheldon, Cor van den Bos, Shouky Oren, Albert May, Eytan Rechter and Bouke Marsman.
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Members of management with accounting and finance experience who are members of the Executive
Management are:
Einat Oz-Gabber, Shouky Oren.
For further information regarding education and experience, reference is made to the corporate site and
to the part 4 of the IL Periodic report.
According to the Code, the majority of the board members should be independent. As of December 31,
2015 and the date of this report, five of the nine board members are considered independent.
2.8

Critical accounting estimations

For information regarding significant accounting judgements and estimates reference is made to Note 3
of the 2015 consolidated financial statements.
2.9

Internal Audit at Kardan NV

Kardan NV is incorporated pursuant to the laws of the Netherlands and is not subject to the Israeli
Companies Law. Therefore, the obligation to appoint an internal auditor by virtue of the Companies Law
1999 does not apply to it. However, according to the corporate governance code there is a
recommendation to appoint an internal auditor and Kardan NV chose to adopt the code’s
recommendation in this respect and appointed an internal auditor.
Within the framework of adopting the corporate governance code in this respect Kardan NV further
determined that the internal auditor’s activity would be under the Kardan NV Management’s responsibility
and that this would assist Management in evaluating the risk management framework and the internal
control system within Kardan NV. The external auditor and the Audit Committee are involved in
determining the internal auditor’s tasks and they will be informed of its findings.
The Internal Auditor's Details:
1.
2.
3.

4.

5.

6.

Auditor's Name: CPA Yossi Ginosar.
Appointment Date: April 2006.
The Internal Auditor (including but not limited to the external entity on behalf of whom it
operates) does not hold the audited corporation securities or securities of a corporation
affiliated with it.
The Internal Auditor (including but not limited to the external entity on behalf of whom it
operates) did not have material business relations or other material relations with the audited
corporation or with a corporations affiliated with it.
The Internal Auditor (including but not limited to the external entity on behalf of whom it
operates) provides external services to the Company and does not fulfil a role in the
corporation other than its role as Internal Auditor.
To the best knowledge of the Company, the Internal Auditor meets the conditions set forth in
Section 146 (b) of Companies Law 1999 – and Sections 3 (a) and 8 of the Internal Audit Law
1992.

Method of Appointment:
1.

The Internal Auditor was appointed to his role on April 16, 2006. The Internal Auditor was
interviewed by Kardan NV’s Management and it found him to be suited for the role due to
his many years of experience in similar roles in large companies. Additionally, in light of
the corporation’s multinational activities, the Management viewed it as an advantage to
have an Internal Auditor who has been a managing partner of the internal audit sector at
Fahn Kane Control Management Grant Thornton Israel, a member of the international
accountants firm Grant Thornton International, which due to its international network
allows it to perform an internal audit of the Kardan NV’s international subsidiary
companies, should it be required

2.

The duties, powers and roles of the Internal Auditor are as follows: managing the internal
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audit of the Company and reporting to Kardan NV’s Management and Audit Committee in
respect of the audit findings that arose during its reviews. His power is to review anything
within the framework of the issues defined in its work plan. The Internal Auditor has
unlimited access to Kardan NV records and assets. The audit issues are determined
pursuant to the Internal Auditor’s recommendations and the decisions of Kardan NV’s
Management, after consulting with the Audit Committee and the external auditor.

The Organizational Body In Charge of the Internal Auditor in the Corporation:
Kardan NV’s Chief Executive Officer.
The Work Plan:
The Internal Auditor’s work plan is multi-year (4-5 years) determined by an independent review
performed by the Internal Auditor at the request of the Company’s management. In 2011 such review
was performed by the Internal Auditor, at the request of management, for the planning of the internal
audit activities in the following years. The annual audit issues and its recommendations are
determined based on the rating of the various issues and their importance in risk surveys while
considering the Internal Auditor’s and Company Management’s recommendations. Kardan NV’s
Management decides on the Internal Auditor’s work plan while cooperating with and involving the
Audit Committee and the External Auditor.
It is noted that despite determining the work plan, as stated above, the Internal Auditor has the
discretion to deviate from the original plan, subject to the Management’s approval.
Internal Audit of subsidiaries:
The internal audit plan does not include Kardan’s subsidiaries. However, TGI and KLC have internal
auditors which are responsible for the internal audit in those companies and their subsidiaries. The
appointment of the internal auditors in Kardan’s group companies is subject to approval of the
relevant organs of the said companies. TBI Bank has an internal audit department.
Scope of Engagement:
In 2015 it was decided to postpone to 2016 the internal audits in Kardan. However, as noted above,
internal audit was performed in TGI and KLC.
Performing the Audit - Professional Standards:
The auditing standards pursuant to which the Internal Auditor acts, are the acceptable international
internal audit standards published from time to time by the American Audit Office IIA. Kardan NV’s
former Management Board received the Internal Auditor’s statement that it satisfied the foregoing
professional standards.
Access to Information:
The Internal Auditor’s access to materials and documents relevant to its activities was not restricted.
The Corporation’s Management instructed the employees to allow the Internal Auditor to have
access to all assets or documents.
The Internal Auditor’s Report:
Every audit project is summarized in a written report in which the Internal Auditor details the audit
findings, deficiencies that it found, recommendations to remedy such deficiencies and the audited
entities responses.
As a rule, about a year after completing the audit of the various issues, the Internal Auditor performs
a follow-up audit of the remedied deficiencies and implementation of the audited entities
recommendations, and this in respect of all the material findings found in the past, subject to its
professional discretion and upon consulting with the Corporation’s Management.
The Board’s Assessment of the Internal Auditor’s Activities:
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In 2015, an assessment of the internal auditor’s work was not done as there no internal audits were
performed. However, in the opinion of the Board, the Internal Auditor’s activities were consistently
reasonable under the circumstances and was to achieve the corporation’s internal audit objectives.
Remuneration:
The Internal Auditor’s remuneration is by payment of a fee in accordance with the hours budget that
was determined with him to review the various audit issues, subject to an agreed upon hourly rate,
for the purpose of reviewing the various issues in its work plan. In 2015 as stated above, no fee
was paid to the internal auditor.
It is noted that the Auditor is not remunerated by receiving Company’s securities or securities of
another corporate affiliated thereto.

2.10

Donations policy

Kardan NV does not have a donation policy.
2.11

Classification of negligible transactions

For more information about the classification of negligible transactions reference is made to Part 4 of the
IL Periodic Report.
2.12

Financial Statements Approval Procedure

Kardan N.V.’s Board decided that the members of the Audit Committee (comprising 3 non-executive
independent directors) also serve as the ‘Financial Statements Review Committee’. In addition, the
Company's CEO and CFO participate in those meetings on a regular basis. The external auditor (PwC) of
Kardan N.V., as well as other financial functionaries at the Company, are invited and participate in the
Company’s Financial Statement Review Committee sessions as well as in the Board meetings in which
financial statements are discussed.
The Board Members in the Financial Statement Review Committee, are:
Cor van den Bos - Chairman of the Audit Committee, holds university degrees in Economics and in
Accounting and Business Administration and serves as a consultant and director of various companies.
Cor van den Bos has management and financial experience through his positions in various Insurance
corporations. Accordingly, Mr. van den Bos has the ability to read and understand financial statements.
Peter Sheldon – Chairman of the Board, Member of the Audit committee and of the Remuneration,
Appointment and Selection committee. Peter Sheldon is an FCA and was a partner in an audit &
accounting firm in England. Peter Sheldon has management and financial experience through the
various positions he held as a member of Boards of Directors in a wide range of international listed and
private companies, including Bankingl and High Tech companies. Based on his experience and
positions, as detailed above, Mr. Sheldon has the ability to read and understand financial statements.
Albert May – Chairman of the Remuneration, Appointment and Selection committee and serves as a
member of the Audit committee. Albert May holds a university degree in Applied Economics and has
management and financial experience through serving as a director of international banks. Based on his
experience and positions, as detailed above, Mr. May has the ability to read and understand financial
statements.
For additional information regarding the committee members reference is made to the corporate website.
The approval of the 2015 financial statements included, inter-alia the following formal sessions:
First, a meeting of the Audit Committee (Financial Statement Review Committee) took place during
which a comprehensive principle discussion on the material accounting and auditing issues was held and
a preliminary discussion in order to form its recommendations to the Board in relation to the approval of
the 2015 financial statements. In this meeting of March 17, 2016, the external auditors, the CEO and the
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CFO of the Company, the Controller and other relevant position holders at the Company also attended.
The Audit Committee examined, by means of a detailed presentation by the various financial bodies of
the Company and by means of the external auditors’ presentation, the material issues in the Financial
Statements, critical estimations and assumptions that were implemented, reasonableness of transactions
that are not in the ordinary course of business, modification requirement of the accounting policy, and the
valuations including the underlying assumptions.
In addition, the meeting included a comprehensive discussion on the Company's financial position,
considering the Company’s results and liquidity analysis in light of the completion of the debt settlement.
The Company presented the cash flow forecast for the next two years in light hereof, and explained the
reasons it is of the opinion it will be able to repay its obligations. Accordingly, the Audit Committee
discussed the ‘going concern’ assumption. As a result, the Audit Committee estimated that in light of the
various processes currently present in the Company, there are no significant uncertainties regarding the
Company’s ability to repay its debt as it becomes due.
A second meeting of the Audit Committee took place on March 22, 2016 and included a comprehensive
discussion on the financial statements, including the operational results, and cash flow, as well as
implementation of the principal of a proper disclosure in the reports and related information, and updated
the committee of the accounting issues and meeting financial covenants in the Kardan Group. In this
meeting attended all committee members, the external auditors, and office holders at the Company (the
Controller and Legal Counsel) and other relevant office holders of the Company. The external auditors
presented the status of the audit of the financial statements.
After the meeting, the committee’s recommendations - to approve the financial statements as presented
in the meeting - were presented to Company’s Board. This schedule meets the requirements set by the
Company’s Board as a reasonable amount of time to deliver the Committee’s recommendations.
Furthermore, on March 22, 2016, the Board discussed the recommendation of the 'Financial Statement
Review Committee' with respect to the approval of the Financial Statements as of December 31, 2015.
The Board members, Executive Management, the Company’s Controller and various other relevant
position holders at the Company attended the meeting. During the meeting the Financial Statements
were presented to the Board, as well as a comprehensive review of the issues discussed at the prior
meeting of the Financial Statement Review Committee.
Following an additional meeting of the Board on March 23, 2016, in which the Board was updated with
respect to the main changes to the Company’s financial statements and the finalization of the audit, the
Board approved the Financial Statements.
2.13

Audit Fees

Accountant's fees of Kardan NV and its material subsidiaries, which including audit services, auditrelated services and tax services for the years 2015 and 2014 was as follows:

2015
Company
name

Accountancy
firm

Audit and
other
related
services
(in €
thousands)

Number
of
hours
spent

Tax
services (EUR
thousands)

Number
of
hours
spent

Other
services
(in €
thousands)

Number
of hours
spent

Kardan NV

PwC
EY

59
167
-

-

-

PwC
EY
Others

5,823
1,614
12,627
9,007

483
849

Subsidiaries

355
134
632
509

-

51

205
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2014
Company
name

Accountancy
firm

Audit and
other
related
services
(in €
thousands)

Number
of
hours
spent

Tax
services (EUR
thousands)

Number
of
hours
spent

Other
services
(in €
thousands)

Number
of hours
spent

KFS Group

Ernst & Young
Other firms

218
-

3.196
-

39

157

54

1526

Kardan
N.V.
GTC Group

Ernst & Young

453

4.126

20

185

25

203

Ernst & Young

363

7.262

18

143

-

-

Tahal

Ernst & Young

195

4.258

21

303

50

725

Declaration
In accordance with Article 5:25d of the Financial Supervision Act (Wet op het financieel toezicht) the
Board declares, to the best of its knowledge, that:
(i) The condensed consolidated non-statutory financial statements as at December 31, 2015 give a true
and fair view of the assets, liabilities, financial position and the result of Kardan N.V. and of the group
companies included in the consolidation;

March 23, 2016
P. Sheldon (Chairman of the Board)
S. Oren (CEO and Member of the Board)
DISCLAIMER
This press release contains forward-looking statements and information, for example concerning the financial condition, results of
operations, businesses and potential exposure to market risks of Kardan N.V. and its group companies (jointly “Kardan Group”). All
statements other than statements of historical fact are, or may be deemed to be, forward-looking statements (including “forward
looking statements” as defined in the Israeli Securities Law). Forward-looking statements are statements of future expectations that
are based on management’s current expectations and assumptions and involve known and unknown risks and uncertainties that
could cause actual results, performance or events to differ materially from those expressed or implied in these statements. These
forward-looking statements are identified by the use of terms and phrases such as ‘‘anticipate’’, ‘‘believe’’, ‘‘could’’, ‘‘estimate’’,
‘‘expect’’, ‘‘intend’’, ‘‘may’’, ‘‘plan’’, ‘‘objectives’’, ‘‘outlook’’, ‘‘probably’’, ‘‘project’’, ‘‘will’’, ‘‘seek’’, ‘‘target’’, ‘‘risks’’, ‘‘goals’’, ‘‘should’’
and similar terms and phrases. A variety of factors, many of which are beyond Kardan Group’s control, affect our operations,
performance, business strategy and results and could cause the actual results, performance or achievements of Kardan Group to
be materially different from any future results, performance or achievements that may be expressed or implied by such forwardlooking statements. For Kardan Group, particular uncertainties arise, amongst others but not limited to and not in any order of
importance, (i) from dependence on external financing with the risk that insufficient access to capital threatens its capacity to grow,
execute its business model, and generate future financial returns (ii) from concentration of its business in Central Eastern Europe
and China as a result of which Kardan Group is strongly exposed to these particular markets (iii) from risks related to the financial
markets as a result of Kardan N.V.’s listings on NYSE Euronext Amsterdam and the Tel Aviv Stock Exchange and (iv) from it being
a decentralized organization with a large number of separate entities spread over different geographic areas in emerging markets,
so that Kardan Group is exposed to the risk of fraudulent activities or illegal acts perpetrated by managers, employees, customers,
suppliers or third parties which expose the organization to fines, sanctions and loss of customers, profits and reputation etc. and
may adversely impact Kardan Group’s ability to achieve its objectives and (v) from any of the risk factors specified in Kardan N.V.’s
Annual Report and in the related “Periodic Report ” (published by Kardan N.V. in Israel) published in April and which is also
available at the Kardan website. Should one or more of these risks or uncertainties materialize, or should underlying assumptions
prove incorrect, actual results may vary materially from those described in the relevant forward-looking statement as expected,
anticipated, intended, planned, believed, sought, estimated or projected. Kardan N.V. does not intend or assume any obligation to
update or revise these forward-looking statements in light of developments which differ from those anticipated.
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