
P R O M O T I O N  A N D  D E V E L O P M E N T  L T D  &  I T S  S U B S I D I A R I E S  2 0 1 71
paying dividends. Occupation in the various build-
ings are up, rates have stabilised after many years of 
decline, finance charges are down (temporarily) due 
to the rights issue, and CSS made a positive contri-
bution to the bottom line. This coming year should 
also be a good year, but the year ending June 2019 
will see a stall in progress, as finance charges will be 
up and the new Phase 3 would have incurred some 
one-off pre-opening expenses, without yet develop-
ing the momentum that is bound to follow.

Recently a group of urban planners came out from 
the UK to develop for us a high level master plan 
of Port Louis, along with a more in-depth reflec-
tion on the possible development of the Port Louis 
theatre area. Although we do not own the land, we 
feel that we can assist the thought process for all 
those landlords who will be recovering their dilapi-
dated buildings when the Landlord and Tenant Act’s 
transition period ends this year. This piece of legis-
lation, enacted in 1960 to protect tenants after two 
large cyclones had devastated the country, became 
the root cause of urban decay in Mauritius. No gov-
ernment has had the stomach to modify the Act, for 
fear of losing votes, and its devastative effect can 
be seen today in all the five cities. Finally, in 2005, 
the Act was revised to remove commercial tenan-
cies, but an initial transition period of 7 years, later 
extended by 5 years, was given for low paying ten-
ants to adapt to the new market conditions. We are 
confident that from 2018 onwards the cities will 
see a big increase in investment, which will make 
them habitable again. These are exciting times for 
Mauritian urban regeneration, and this augurs well 
for CDL’s waterfront property. The Metro Express, 
the new access road into Port Louis, and the Port 
Louis ring road extension, will have an impact on 
the fluidity of traffic in and out of the capital, making 
the waterfront that much more accessible. A world 
class aquarium by Indigo Hotels, a refurbishment of 
Port Louis Waterfront, and a plethora of projects by 
United Docks, will all add to the charm of the region.

CDL’s own Phase 3, a 431-seat theatre, along with 
an arts centre, 400+ car parking spaces, and offices, 
is also progressing well. Some time was lost in the 
beginning with permits, and a complicated sub-
structure, but this will all be forgotten when the 
centre opens in December 2018. Arts and culture 

Your company’s net asset value per share (NAV) 
stood at MRs166 at June 30th 2017, compared 
to MRs142 at the start of the financial year, an 
increase of 17 per cent. This compares with an 
increase of 21 per cent in the SEMDEX. Your com-
pany’s share price rose by 34 per cent during the 
same period, and the shares were trading at a 28 
per cent discount to NAV at the end of the financial 
year, but a 57 per cent discount to intrinsic value 
(group NAV). At the time of writing, the shares are 
still trading at a 27 per cent discount to NAV.

On a macroeconomic level the country is on the 
move. The Metro Express, the road decongestion 
programme, and the investments in the port are 
the three axes of government infrastructure spend-
ing which are of particular interest to your group.  
The first 2 will greatly improve mobility around the 
country, while a more efficient port will be benefi-
cial for Mauritius as a regional logistics hub. 

Caudan Development

Caudan Development (CDL), your 71 per cent owned 
subsidiary, posted an improved performance in 
2017, with profit before tax of MRs94 million com-
pared to MRs14 million last year, as restated. This 
includes a contribution of MRs2.1 million from Cau-
dan Security Services (CSS) (2016: loss of MRs1.7 
million, as restated). You will note that, we booked 
a net gain of MRs3.2m from fair value adjustment 
on investment property and that we restated our 
comparative figures to adjust for an overprovi-
sion in respect of other post-retirement benefits. 
Accountant-speak apart, this has been a good year 
for the group, and one in which we have restarted 
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are the theme of the annual report this year. The 
economic importance of this growing worldwide 
industry is often underestimated, and, especially 
in developing countries, is relegated to a second-
ary role. Parents often discourage their children 
from pursuing careers in the arts, for fear that they 
will not be able to live on the meagre revenues. But 
music, art, cinema, literature and live entertainment 
are fundamental to citizens’ well-being, and more 
so when society evolves beyond one focussed on 
basic survival to one driven by disposable income.

principal investments

Company’s principal investments at the time of writing:

 market value  portfolio

 MRsm %

Medine 2,469 32.3

MCB Group 1,898 24.9

Caudan Development 1,540 20.2

MFD Group 481 6.3 

EUDCOS 521 6.8

The only transaction of any significance during the 
year was the investment of MRs784 million in CDL’s 
Rights Issue, thereby increasing the effective stake 
in CDL from 62.9 per cent to 70.6 per cent.

Medine 

The company received its Smart City Certificate this 
month. Uniciti was recently presented to stakehold-
ers – the development has knowledge as its core, 
with schools and universities, along with associated 
infrastructure such as a sports complex, an art sta-
tion and student accommodation. The entire Uniciti 
project is on 823 Arpents of land, and, apart from 
the academic components, it consists of an office 
park, a medical hub, residential developments, and 
an urban green park. What does this mean finan-
cially? The knowledge hub will be a relatively low 
yielding investment, but this is a vital component 
in a live, work, play environment, made all the more 
attractive by the presence of foreign students and 
their extended families and friends. This is a great 
anchor, which will boost demand for residential 
land in the area, and values. Uniciti is a coherent 
project which will create long term value for share-
holders. The key to its success will be the timing of 

expenses and sales in order to optimise debt levels, 
not easy to do given the unpredictability of the per-
mit process. The government’s implementation of 
the E-licensing platform, due some time next year, 
will go a long way towards minimising this risk.

For what concerns us immediately, the figures for 
the year are what they have been in the recent past, 
very ordinary. While you may quote Keynes that 
in the long run we are all dead, I can quote Pope 
and add that hope springs eternal in the human 
breast. Not that we should forget about the pres-
ent while striving for long term shareholder value, 
but we should also understand why these results 
are not disastrous.  As usual, profit on the sale of 
land (MRs357 million) transforms what would be 
a bad loss to a modest profit for the year. Agricul-
ture is still of concern, but we are currently engaged 
in discussions with the MCIA for Medine Milling, 
which is the principle cause of the losses. We are 
confident that consensus will be reached for the 
sustainability of the operation. Casela, too, is down 
on last year - a number of one-off negative events, 
and delays in capital expenditure on new and better 
customer experiences, contributed to this drop of 
profits. All the other group activities made modest 
profits or losses for the year, not really significant 
to the results.

From the 1st October, the group also has a new 
Chief Executive Officer, in the person of Thierry 
Sauzier. The outgoing CEO, Dany Giraud, reached 
retirement age after 15 years of service. Dany did a 
great job in transforming the company from a sugar 
producer to a diversified property group. Thierry 
now has to consolidate the different activities, and 
develop assets to their full potential.

MFD Group

Given the fact that Mauritius Freeport Devel-
opment Company (MFD) had limitations to its 
activities, imposed by law on it as a freeport 
developer, in 2015 MFD became a 100 per cent 
subsidiary of MFD Group (MFDG). A number of 
companies have been set up under the MFDG 
umbrella, but these are not currently contributing 
much to the bottom line. They will, however, be a 
source of growth in the future.
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MFD (the company) has had a satisfactory, if not 
spectacular, year. A forecast to the end of the year 
show a reasonable profit growth, despite the loss 
of a major client, a weak dollar, and an increase of 
the salary bill after lengthy negotiations with the 
unions. The shortfall was made up with extra busi-
ness in different departments.

After the extension to Riche Terre, and the airport 
development, there will not be much more that can 
be done to develop MFDG in Mauritius. Manage-
ment has been repeatedly solicited by owners of 
logistics platforms in Africa, and multinationals 
operating there, to assist in taking the operations 
to another level. We are now actively pursuing 
these requests, and I will be in a better position 
next year to report on progress.

EUDCOS

Solid, stable, defensive – the words which 
describe EUDCOS’s assets, which have not 
changed significantly in the past year. Alcoholic 
beverages make up 40 per cent of the com-
pany’s portfolio, while financial services (the 
Swan Group and The Mauritius Commercial Bank 
Group) 30 per cent. The investee companies 
dominate their respective industries locally, and 
we see no change to that dynamic in the medium 
term.

prospects

The limiting feature of the Mauritian market is its 
size – you cannot go very far with a 1.3 million 
population. We have been saying for years now that 
it is in the people’s interest to open the country to the 
rest of the world. A 2 per cent per annum population 
growth (compared to the current rate of 0.4 per cent) 
will do wonders to GDP growth, and to productivity, 
without upsetting the fabric of society. Singapore 
has grown at that rate for many years, and the 
country is often named by politicians as a success 
story to be emulated. Growth which is at zero only 
leads to an ageing population, lower productivity 
and GDP stagnation, making it impossible to get 
out of the middle income trap.  Fear of change may 
be motivating the reluctance to open up, and this 
is understandable in a small insular country like 
Mauritius, but this fear should be overcome if we 
are to evolve, and see our children return to work in 
a prosperous country. 

Managing Director

October 13th 2017, Port Louis, Mauritius

m
an

ag
in

g
 d

ir
ec

to
r’

s 
st

at
em

en
t


