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MANAGING DIRECTOR’S STATEMENT – 2005 ANNUAL REPORT 
 

 

 

Your company’s net asset value per share (NAV) stood at MRs63.68 at June 30th 2005 

compared to MRs55.42 at the start of the financial year, an increase of 14.9 per cent. This 

compares with an increase of 10.5 per cent in the SEMDEX. Your company’s share price rose 

by 35.5 per cent during the same period, but was still trading at a 31.7 per cent discount to 

NAV at the end of the financial year, and a 43.4 per cent discount to intrinsic value (group 

NAV). 

 

At the time of writing the share price has risen a further 21.8 per cent, and the discount to 

NAV has been reduced to 24.7 per cent, which is finally beginning to look like a reasonable 

discount. 

 

A word on accountancy. Years ago we decided that regular valuations of our property was in 

the interest of the shareholders, as it would reflect the current market value of the assets of 

the company. Now meet IAS40. After years of deep thought by very intelligent people, this 

diabolical accounting standard was born. I will not bore you with the details. In short, having 

opted for representation of the assets at fair value (rather than at cost), IAS40 requires that 

the differences in fair values from one year to the next – sometimes very subjective – be 

reflected in the income statements as a ‘fair value adjustment’. The result is that in 2003, 

2004 and 2005, your 60 per cent owned subsidiary Caudan Development saw profits due to the 

‘increase in fair value of investment property’ of MRs186 million, MRs62 million and MRs487 

million respectively, mainly due to changes in the discount rate of future earnings. What is 

more, if the solvency test can be passed, these ‘profits’ are actually distributable to 

shareholders as dividends. Now, any sane person would tell you that these clever accountants 

who dreamed up IAS40 must have had something in mind, but we do not know what it is. We 

are trying to lobby the powers that be to amend this ridiculous standard, but until that 

happens I would advise you to interpret that line in the profit and loss account with all the 

caution that it deserves. 
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Caudan Development, had a relatively flat year, with profits before taxation and fair value 

adjustment growing by only 2 per cent. This was due to two principal factors. Firstly, some of 

the office space was empty for part of the year (and some sold, therefore no rental), and, 

secondly, rent increases have been less than the previous year because of the tough retail 

environment. Although office demand is still sluggish, the coming year will be much better, 

for two main reasons, namely: 

- there is a healthy waiting list for the shops created by the duty free island strategy, 

and 

- our security business, Caudan Security Services, is starting to recover the initial 

investment   and is growing at a good rate. 

 

In September 2005 Caudan Security Services took over the principal guarding sites of Gray 

Security. This new activity will complement the already growing active response business and 

alarm sales, making the company an almost fully integrated security company. A strategy is 

currently being developed to complete the range of security services which can be offered. 

 

Finally, we are poised to obtain the permits for Phase 2 of the Caudan Waterfront 

development, six years in waiting! The financing of this phase is currently being studied, and 

the method will be communicated to you in due course, once the board of directors has given 

the green light. 

 

Below is a list of your company’s principal investments at the time of writing: 

 

        Market value            % 

MRs m   of portfolio 

Médine Sugar Estates Group       1,152         39.3 

Caudan Development            493         16.8 

Mauritius Commercial Bank          321         10.9 

New Mauritius Hotels           285           9.7 

United Docks            130           4.4 

Mauritius Freeport Development         115                   3.9 

Foreign listed shares             65                   2.2 

Invescom              58           2.0 
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You will note a change in the market value of Caudan Development, while in reality there has 

not been one. This is due to the previous presentation of the investment, part of which was 

via a Ferryhill Enterprises, which has some debt. It was felt that it was better to give your 

company’s full shareholding in Caudan Development, irrespective of the method of financing. 

 

Shares in Invescom, through which your company was invested in a cellular telephone 

operation in Madagascar, were sold as a post balance sheet item, payable in November. This 

investment yielded an internal rate of return of 33 per cent per annum, which is in line with 

the risk/reward ratio for such a venture. 

 

P R OS P ECTS  

The Médine Sugar Estates IRS development aimed at foreign nationals is turning out to be very 

successful, with over half the villas already sold off-plan. Construction of the first batch of 70 

houses will begin this month, with planned delivery at the end of 2006. The remaining 49 will 

be delivered by the end of 2007. Although Médine encountered some administrative delays in 

implementing this project, the time and energy spent was worth it, both for the company and 

for the country. A Financial Times publication called FDI gave in its August 2005 issue a list of 

the African countries of the future. South Africa figured at the top of the list, with an influx 

of USD565 million of foreign direct investment, equivalent to USD12 per capita, in 2004. 

Médine’s IRS will bring USD100 million into Mauritius over the period 2006/2007, equivalent to 

USD40 per capita per annum during that time. Our great advantage here is that it does not 

take much to set the place ablaze! 

 

Business at the Mauritius Freeport Development Company (MFD) has picked up recently, with 

the cold rooms now completely full. The fantastic work done by the company to promote the 

seafood hub, along with the other partners in the private sector and government, has put 

Mauritius on the seafood map. With a strict control of tuna fishing in the Indian Ocean in 

place, we have great expectations for steady growth of seafood business on the island. All in 

all, we face the future with much confidence. Businesses take time to evolve, and we are 

convinced that Caudan Development and MFD will bear much fruit in the future. Médine Sugar 

Estates is already beginning to deliver on its huge potential, and its transition from a pure 

agricultural company to a diversified property group is well under way. 
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Finally, I must end on a note of caution. The future of the country is in the hands of the 

government and the business community. Courageous decisions requiring a change in the 

mindset are required from all concerned. Everyone knows what the decisions are, so there is 

no need to elaborate on them here. Let us hope that good sense will prevail. 

 

 
 
René Leclézio  Managing Director 

October 3rd 2005 Port-Louis, Mauritius 
 

 

 

 

 

 


