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ENGAGEMENT FACTSHEET

ENGAGEMENT RATIONALE
We know Arcadis for many years and working capital performance is key for
Arcadis’ cashflow as in any given year ca 30% of revenues are tied up in
(un)billed receivables. Additionally, an increase of working capital could signal
more aggressive accounting ie recognizing revenues and profits that clients
will potentially never pay for. With these concerns in mind and following the
developments described below, Arcadis was one of the most shorted
companies in the Netherlands in the first six months of 2020. While the share
prices of other companies recovered following the COVID-19 sell off in March,
Arcadis lagged broader European indices. Due to the working capital
developments, we contacted the CEO, the Chairman of the Supervisory Board
and the Chairman of the Audit Committee to voice our concerns in a
constructive manner.

BACKGROUND
Arcadis working capital deteriorated significantly following an acquisition in
2014. FY2016 posted the worst working capital level of this decade after which
the company started to improve this KPI. However, following billing issues with
a newly introduced IT system in the US in 2019, working capital deteriorated
again significantly to similar peak levels. The company was initially unable to
send invoices for certain type of work in the US and manual workarounds could
not reduce working capital. We believe that these developments were one of
the contributing factors behind the departure of the company’s CFO which was
announced in March 2020.

THEME FOR ENGAGEMENT

ENGAGEMENT OBJECTIVES
The objective of the engagement was the structural and faster improvement of
Arcadis’ working capital performance and to replace the CFO with an external
candidate as opposed to an internal successor.

ENGAGEMENT RESULTS
x The company’s second quarter results of 2020 showed excellent free cash

flow mainly due to a significant reduction of working capital.
x The CFO vacancy is filled with an external candidate as announced on 28

July 2020.
x We believe that our sincere concerns were taken to heart by the CEO and

strengthened the constructive relationship between Arcadis and Kempen.

NEXT STEPS
x We will continue to monitor Arcadis’ working capital quality and

performance as we continue to see potential to improve this KPI.
x Focus of the CEO on an internal initiative called ’Make Every Project Count’

should result in significant reduction of provisions for onerous contracts
further improving the profitability of the group.

DEVELOPMENT MILESTONE

COMPANY
Arcadis is a global design and 
engineering company with more 
than 25 thousand employees 
working on projects in the areas of 
Buildings, Infrastructure, 
Environment and Water. 

COUNTRY
Netherlands

SECTOR
Industrials

MARKET CAP
Small cap

ISSUE
Weak working capital performance 
provided ammunition to short sellers 
as it at the very least resulted in 
weak cashflow. 

MATERIALITY
In our view, cashflow performance 
has a direct relationship with 
investment returns. 

RISK
Deteriorating working capital could 
indicate aggressive accounting 
practices. 
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