
profit was due to the start up operations of the Caudan Arts Cen-
tre and Food and Beverage activities, high levels of vacancy and 
finance costs. You will recall that the prior year reported profit 
benefitted from the impact of bad debts recovered and finance 
income generated as a result of the surplus cash position. This 
year’s finance costs arose as a result of using up the MRs1 billion 
equity raised for Phase 3 while construction progressed. Phase 
3 cost us MRs1 billion which was totally equity financed. As I 
explained last year, we still have to repay the debt incurred in 
building Phase 2. 

Phase 3’s anchor, the Caudan Theatre, opened on the 1st 
December to national acclaim for its three principal components 
– sound, light and stage. This is the first professionally designed 
modern theatre in Mauritius, and, while too many Mauritians still 
believe that theatre is for the elite, the Theatre Manager, Ashish
Beesoondial, is on a mission to dispel this historical public mis-
conception, much to the delight of those who have attended a
show for the first time in their lives. Other components of Phase
3 – conference rooms, parking, and catering – are also picking up 
speed. Only the office space component is slow, but we are partly 
to blame for this because we feel that such is the quality of the
location that it is best suited to one exclusive tenant, rather than 
a group of smaller ones. We will obviously re-visit this strategy
from time to time.

The Caudan Waterfront is currently a hive of activity. The finish-
ing touches are being applied to the Metro Express line, Eclosia’s 
aquarium construction is gathering momentum, and the Victoria 
Urban Terminal project has started. Add to that the cruise termi-
nal development, and the Slavery Museum, which should both 
be starting early next year, and the revamping of the destructive 
Landlord and Tenant Act at the end of 2020, and we potentially 
have a capital city which will not be recognisable in 5 years’ time.

I rarely write about Caudan Security Services (CSS), but I will this 
time. CSS was created for the guarding of the Caudan Waterfront 
in 1996, with a small work force of 27 men. Due to the entre-
preneurial nature of the then manager, Bala Yerriah, CSS took 
on a national dimension, becoming the second largest security 
company on the island, with a turnover in 2019 of MRs283 mil-
lion, and employing 725 people. New labour laws mean that the 
future is all about technology, and we are confident that margins 
will improve when we move away from a labour intensive busi-
ness model.

Dear shareholder

Your company’s net asset value per share (NAV) stood at 
MRs170 at June 30th 2019, compared to MRs175 at the start 
of the financial year, a decrease of 3 per cent. This compares 
with a decrease of 5 per cent in the SEMDEX. Your company’s 
share price fell by 10 per cent during the same period, and the 
shares were trading at a 39 per cent discount to NAV at the end 
of the financial year, but a 64 per cent discount to intrinsic value 
(Group NAV). At the time of writing, the shares are still trading 
at a 30 per cent discount to NAV. The board announced that the 
company would strive to pay a dividend which would represent 
3 per cent of the NAV. The announcement gave an initial boost to 
the share price, but which subsequently settled down. Frankly, 
we feel that this measure should have narrowed the NAV dis-
count more than it did. Unfortunately, markets have their own 
logic. 

Your company’s portfolio has not changed much during the year. 
Then again, why should it? We own some tremendous assets, 
which will only get better with time. Some additions were made, 
and these are more fully elaborated on below, but they do not 
materially affect the portfolio’s profile. 

Caudan Development

Caudan Development (CDL), your 71 per cent owned subsidiary, 
posted a profit before tax of MRs256 million compared to MRs140 
million last year. This includes a contribution of MRs6.7 million 
from Caudan Security Services (CSS) (2018: MRs1.2 million). This 
year’s results include a positive adjustment of MRs197 million in 
respect of the revaluation of investment property, which is, how-
ever, a non-cash item. On the other hand, the reduced underlying 
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principal investments

Company’s principal investments at the time of writing:

market value  portfolio

MRsm %

Medine 2,322 29.9

MCB Group 2,101 27.1

Caudan Development 1,525 19.7

MFD Group 441 5.7

EUDCOS 328 4.2

During the year, EUDCOS declared a dividend in specie by way of 
a distribution of some of its quoted investments. This involves 
merely a redistribution of shares which are now held directly by 
your company. 

Major purchases during the year include MRs 153.4m in shares 
of Brainworks, an investment holding company listed on the 
Johannesburg Stock Exchange and MRs 33.9m in shares of 
Oceanarium (Mauritius), with a further MRs11m still to be dis-
bursed for the latter. 

Oceanarium is Eclosia’s aquarium project, which will add a 
further element to Port Louis’s already diverse attractions. Brain-
works’s main investments are a number of landmark hotels in 
Zimbabwe. After a very good year last year, which saw a boost in 
the number of visitors to the country after Mugabe’s departure, 
the hotels are currently performing less well, again due to politi-
cal turmoil.  Brainworks’s assets survived 37 years of Mugabe 
misrule, and so they must be resilient.  

Medine 

Medine’s mill has produced sugar for the last time. Although 
it is part of the company’s history, the mill was too much of a 
drain on its finances. Mill closures have historically been highly 
charged politically events, but not this one, with management 
and employees being totally aligned. Medine operating losses for 
the year were reduced by almost MRs100 million, mainly due to 
improved performances from the Agriculture cluster and Casela, 
but the company is not out of the woods yet. Agriculture, the 
sports complex (SPARC), catering and education are still making 
sizeable losses, and these have become priority areas for man-
agement. Casela was a tale of two halves, with performance in 
the first part of the year being better than in the second. There is 
new management there, and they know what the problems are, 
so we are confident that they will fix them.

The Group generated a profit of MRs269 million for the year, com-
pared to a loss of MRs845 million in the previous year, but the 
2019 figures were helped by a MRs440 million profit from sale 
of land, and a MRs226 million net fair value gain on investment 
properties. Long term, the key challenge is to generate enough 
cash from operations and sale of land to keep the balance sheet 
debt level in check. Currently, there is MRs2.1 billion of debt in 
Special Purpose Vehicles (SPVs), which have sufficient cash flow 
to service their debts, and MRs4.5 billion of debt on the balance 
sheet. With all the projects on the pipeline, balance sheet debt, 
if not controlled, could reach MRs6 billion over the next 3 years.  

EUDCOS

A lot has happened to our 21 per cent associate company dur-
ing this financial year. As a sister company to Medine, connected 
only by way of mutual holding companies, Medine historically 
naturally assumed the role of manager. A recent review of this 
loose management structure resulted in a complete separa-
tion of EUDCOS from Medine, with Promotion and Development 
assuming the responsibility for the accounting and administra-
tion functions, against the payment of a modest fee.  All the 
listed shares held by the company, with the exception of Swan, 
were distributed by way of a dividend in specie – equivalent to 
MRs4.91 per share.  EUDCOS 50.2 per cent share in Concorde 
Tourist Guide Agency was sold to Medine, with the proceeds paid 
contributing to the high interim dividend of MRs1.20 per share. 
A final dividend of MRe0.25 was also paid, resulting in a total of 
MRs6.36 per share returned to shareholders. 

EUDCOS current, more streamlined, portfolio is made up of alco-
hol production and distribution (48 per cent), insurance – Swan 
(22 per cent), property (15 per cent), the Jacques Li Wan Po Group 
(12 per cent) and other investments (3 per cent). At the time of 
writing, the company’s 89.5 per cent share in Compagnie Mau-
ricienne de Commerce is in the process of being sold, and we 
expect half of EUDCOS 66.7 per cent share in Medine Distillery 
Company to be sold to New Goodwill Investments, once the regu-
latory hurdles have been cleared. 

MFD Group

MFD Group’s year end is December, so the figures are not 
aligned with ours. Figures for the 6 months ending 30th 
June, 2019 show an 8 per cent increase in turnover and a 33 
per cent increase in operation profit over the previous year.  
Some wind has been taken out of MFD’s cash flow sails, 
only because of some exceptional non-recurring capital 
expenditure on warehouse management software and water 
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proofing. The company has entered into a long term lease 
agreement with a major European Sports goods retailer, for 
the supply of the regional market. The first phase will be for 
a 24,000 square metre area, eventually going up to 40,000 
square metres. Construction, too, has started on the airport 
facilities, and progress in Africa is steady. There is much to 
like in MFD as an investment. The company’s cash genera-
tion will accelerate after this capex-rich 2 – 3 year period, 
which will result in more and more cash being returned to 
shareholders.

prospects

Port Louis is the theme of the Annual Report this year. It is the only 
city in Mauritius overlooking a beautiful working harbour, and it 
is a wonderful historical place through which all the Mauritian 
communities passed on arrival all these years ago. It is also the 
home to 25 per cent of your company’s assets, namely with, 
Caudan Development and MFD Group. Plans are afoot for the 
construction of more desirable, affordable residential property, 
which artists will undoubtedly occupy, attracted by the presence 
of the Caudan Arts Centre and all the other developments which 
are going on. As in other cities in the world, the arrival of artists 
will lead to the propagation of bars, restaurants and other places 
of entertainment. People will draw people, in a virtuous cycle of 
progress, and even if the parliament leaves, which would make 
no sense, the city will always be the capital of finance and law, 
with the added dimension of youth, art, culture and tourism.

Managing Director

October 03rd 2019, Port Louis, Mauritius
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