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1. Project Background

The Government of Mauritius acquired 6,764 Arpents of land on 3™ July 1973, together with the
Rose Belle factory and garage from a Consortium consisting of the Mauritius Agricultural and
Industrial Co. Ltd, Eau Bleue Ltd and the Grand Port Land Company Ltd for the sum of Rs
19 Million. The land and the factory were then vested into the Rose Belle Sugar Estate Board
(RBSEB) by an Act of parliament on 14" July 1973.

1.1 The Legal Set Up of RBSEB

The RSBEB is governed by the Rose Belle Sugar Estate Board Act of 1973 which provides
that there shall be a Board and the functions of the Board are “to manage the activities of the
Rose Belle Sugar Estate Board”.

1.2 The Board of Directors

The board has been fully replaced by another one, chaired by Mr. N. Basant Roi, PDSM in the
year 2011 and this board is managing RBSEB up to now. The composition of this new board is
as follows:

Mr. Nundlall Basant Roi, PDSM CHAIRMAN

Dr Chong Wan Cheong Ah Tow, | Independent member appointed by the Minister

CSK

Mr. Shamduth Panday Principal Research Scientist (Head), PLANT PATHOLOGY
Benimadhu DIVISION, AREU, FARC

Mr. Prenduth Boojhawon, MSK President, Human service Trust, Calebasses,
Pamplemousses

Dr Dhaneshwar Dumur Member
Adviser, Ministry of Agro Industry and Food Security, R.
Seeneevassen building , Port Louis

Mr. Naraindra Ghoorah Retired Principal Inspector of schools

Mr. Sookdeo Juggoo * o Ex CWA Inspector, Director of ALI & BRIGHT
9Appointed on 15" March 2012) CO.LTD
President of Parent teachers Association of Lycee
Polytechnique Sir Guy Forget Flacq since 2011 till
now
Mr. R. Dabeedyall Member
Rep. of the Ministry of Agro Industry and food Security, R.
Seeneevassen Building, Port Louis
Mr. Dewan Quedou e Technical Cadre at WMA and Trade Unionist
¢ Board member of Employees Welfare Fund
e Member/Assessor of NPF Appeal Tribunal

Mr. D.A. Rughoobur* ( Appointed | Rep. of the office of the Public Sector governance PMO
on 27" July 2011)
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1.3 The Current Financial Situation

The revenues of RBSEB have continuously decreased over the last few years. With the sharp
decline in revenue from sugar proceeds and the high production cost due to over manning, the
Rose Belle Sugar Estate Board rapidly found itself in a critical financial situation. For the year
2013, it made losses of about Rs 37 M and is expected to have an operational deficit of Rs 55.6
M on its core business for the current year 2014. The RBSEB, given its poor liquidity position,
has stopped the reimbursement of its loans to the Government.

According to the MOFED an amount of Rs 122.8 M is still outstanding as loan given by the
Government of Mauritius.

1.4 The current study

It is in this context that the RBSEB has called for the services of a Consulting firm so as to:

Vi.

Vil.

viil.

Assess the current situation with respect to business performance, debt/equity changes
and organizational structure.

Review and re-evaluate the business operations, including the impact of reduction of
land under cane cultivation and make recommendations as to changes needed for
business survival.

iii. Propose a restructuration plan of the operations of the Rose Belle Sugar Estate Board.

Assess the potential of the land assets of the Rose Belle Sugar Estate Board (both for
agricultural and non-organisational use) and to propose the most profitable way for its
utilization.

Make proposals for the improvement of the financial situation; including land
development for purposes other than agriculture.

Explore new business opportunities in the agricultural sector or related fields including
food security issues.

Identify and qualify capital needs and repayment plan with cash flow implications for the
long term sustainability of the Rose Belle Sugar Estate Board.

Propose a time bound action plan for the implementation of the recommendation,
including any change needed to relevant legislation to cater for the new business model
and its mode of operation.
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2. Our Approach to the Terms of Reference

2.1 Repositioning the Terms of Reference

We are structuring our approach along the lines of our technical proposal. We are therefore
templating so as to have a casual and co-relational relationship of the terms of reference and
the expected output as shown in the diagram opposite.

This will allow synergy between the various components of the assignment whilst at the same
time allowing the input from each phase of analysis to contribute to the overall terms of
reference. The various outputs have been progressively shared with the Steering Committee.
The first impression is that RBSEB is on a very non-performing path and needs to make a clear
break with the past and past practices. The past strategies at RBSEB have destroyed
Shareholder value. It is clear that, at all levels, RBSEB has not benefited from innovative
processes, ideas, strategies and tactics that could allow it to make way for transformational
change in operations so as to

create Shareholder value.

objective to make a clear,

holistic, ~ overall  situation S

analysis of RBSEB and to Assgssthe current S|tuat|onW|th'respectto To propose a restructuration
explore avenues for survival business performance, debt/equity charges ¥ plan of the operations of the

Thus, this report has as

and subsequent growth. This and organisational structure Rose Belle Sugar Estate
will only happen if there are ; _ Board
an unflinching will at all levels Toreviewandre-evaluate the business
to embark on a new mindset operations, including the impact of reduction of Propose

led with breed L land undercane cultivationand make Mak Isfor th atime
coupled with a new breed In recommendations as to changes neededthe - Make proposals for the Bound
commitment, passion and situation; including land S
willingness to embark on To assess the potential of the land assets of the development for purposes ihe
unchartered territories so as Rose Belle Sugar Estate Board (both for other than agriculture imoleme
to bring transformational agricultural and non-organisational use) and to p :
change with resulting propose the most profitable way forits utilization ™ ! ntation
substantial growth in ldentify and qualifycapitalneeds

and repayment plan with cashflow

shareholder Value. Explore new business opportuniies in the implipca%ions fr(])nhe long term
If RBSEB is to be agricultural sector or related fields sustainabilty of the Rose Belle

transformed, it is clear that it including food security issues SugarEstate Board

will not be with the current
management and leadership team in place. RBSEB is in dire need of a new breed of
entrepreneurial mind that can challenge the future and roadmap the organisation to reach new
heights.

We hope that all parties concerned will look at this report as a final wake-up call and embark, in
a momentum of togetherness, on a transformational change journey that will demand lots of
bold decisions, efforts, sacrifices change management and untraditional work practices so as to
secure a positive future for RBSEB and the intents of the shareholder.
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3. Introduction

3.1 RBSEB - The Land Asset of RBSEB

The Estate is located in the South-East part of the island, extending from Le Val to Bananes and
from Mare Tabac to Union Park.

3.1.1 Land Owned and Managed by the Estate

As at date, the Estate owns about 5,881 Arpents of land, exclusive of the Estate roads which
may account for about 5-10% of the actual cultivated area (i.e.250-500 arpents).

Today, Rose Belle Sugar Estate has out of its total acreage, a total of 5881A27P, which has
been or is being used for different purposes.

3.2 The Land assets of RBSEB - a matter of high concern

The land records of RBSEB are in such a poor state that a list of land transactions from the
Registrar could not be reconciled with the records of RBSEB. If we extrapolate on all the land
transactions of RBSEB to date, the situation can be chaotic.

The boundaries of Forest Reserves are safeguarded by the Forestry Services and they are not
under the control of Rose Belle Sugar Estate Board.

It is strategically very worrying that RBSEB has no domain book of its land assets. RBSEB has
not also invested in a plotter for land management systems. Our site visits depended solely on
the specific knowledge of the Deputy General Manager on the boundaries of the land assets of
RBSEB. It is critically worrying that the Deputy General Manager and the two heads of the field
sections are the only ones to know the spread and boundaries of the land assets of RBSEB.
There are no cadastral records of the land assets and its boundaries. In certain cases, the
boundaries depended on the knowledge of the department of Conservation of Forests of the
Ministry of Agro-Industry. Once they could delineate their boundaries, it was then deducted
that the land of RBSEB starts from there. This is a very critical and alarming weakness in the
current operational framework of RBSEB. Land belonging to RBSEB can be easily occupied by
third parties without the knowledge of the RBSEB.

3.3 Soil Type and Climatic Conditions

The soils of the RBSEB are very shallow, heavily leached, highly eroded and of low natural
fertility. Presently, the Estate has about 3146.99A of land under cane cultivation. The remaining
are pasture lands, river reserves, roads and drains.

The main soil types under cane cultivation are:

e Latosol Brown Forest (B1 and B2), 1672.57A
e HumicFerrugineouslatosols (F1 and F2), 1434.42A
e Mountain Slope Complex (S2), 40A

The region experiences low temperatures and low solar radiation. These factors lead to low
cane production potential.
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The land is situated in the super humid zone, where agro climatic conditions are extreme.

3.3.1 Union Park Section

Union Park Section has a mix of free soil and gravelly to rocky. The landscape is undulating.
Rainfall is in the range of 2500-3000 mm annually.

3.4 The mandate or the ambiguity, regarding Rose Belle Sugar Estate (RBSEB)

There is no legislation dealing specifically with RBSEB, such as for instance the State Trading
Corporation or the Mauritius Cane Industry Authority Act (MCIA). Nor has RBSEB
developed any Articles of Association/ Constitution pursuant to the Companies Act 2001. In lieu
thereof, there is the Rose Belle Sugar Estate Board Act (RBSEBA) of 1973, which refers
specifically to a board.

Two sections of the Act are relevant to the first tier of our analysis. Section 4 of the Act refers to
the objects of the Board and reads “The Object of the Board shall be to manage the Rose Belle
Sugar Estate. However, no indication is given as to how this management should take place. In
contrast section 4(a) of the MCIA Act contains the words “ensure a fair, efficient and effective
administration and operation of,” which do give a purpose. Similarly, Articles of Association of
companies spell out a purpose and do not provide for what could be termed “vague” intents as
does the RBSEBA. How RBSEB should be managed is not enforced in the formulation of the
RBSEB Act.

Section 11 refers to Directions of Minister and it specifies that the Minister may “give such
directions to the Board as he considers necessary in the public interest, and the Board shall
comply with these directions”. Public interest is understood in the general sense ascribed to this
concept, in this case, fulfilling the socio-economic and developmental objectives of Government.

4. Amalysis of Business performance
4.1 The Structure

RBSEB has not performed efficiently at all on its core business over the last years. Our analysis
reveals a very non-performing organisation, currently in a deep financial crisis.

Our analysis of business performance is structured under the following captions:
1. Financial Analysis.

2. Assets and Liabilities and Debt/ Equity evolution.

3. Sale/ Lease of land

4. The organisational platform of RBSEB.
5. Debtor's management.
6. The current Manpower.

12
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7. Payments to the Government Valuer.

8. Diversification projects undertaken by RSBEB.

10. Governance Issues.

11. Leadership and Management Practices.

4.2 Financial Analysis-Income (Revenues) and Expenditure

4.21 Revenues

The revenue axes of RBSEB are multi-streamed, but sugar predominates in the nomenclature.
The core business of RBSEB is the

cultivation of sugarcane and, as a result of

this; it also derives revenues on Molasses 1. Sugar, Molasses 2. Sugar Insurance
and Alcohol. These revenues have been & Alcohol Compensation
directly proportional to sugar tonnes

harvested, yield and market selling prices.

Along these revenues, RBSEB has also 3. Gain arising from fair 4, Other operating
earned revenues from the lease of land, value of standing cane Revenues
transport refunds, SIFB Compensation,

diversification and Investment Income.
However, these have been relatively very low compared to the revenues from the core business
of sugar cane plantation.

The revenues from Sugar, Molasses and Alcohol over the last few years have been as follows:

TOTAL REVENUES
] 2007 2008 2009 2010 2011 2012 2013 2014
—

Revenue

Bugar, 167 667,178 161 859,341 144 599,517 112 701,957 133 348,181 147 041,496 117 646,178 133 743,500
olasses and
Aicohol

There is a clear reduction in the revenue of RSBEB on this item. Various reasons contribute to
this reduction in revenues.

4.3 Revenues from SIFB

RBSEB has at times received income from the SIFB.

The Sugar Insurance Fund Board (SIFB), set up under the SIFB Act No. 4 of 1974, operates
under the aegis of the Ministry of Finance and Economic Development. Its mission is to
provide financial support for a long term, viable and sustainable Sugar Industry.
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Over the years, changes have taken place concerning the premium percentage payable.
Currently the latter (varying from 8.8% of the value of the insurable sugar to 5.5%), the ‘first
loss’ borne by the insured (from 16.0 to 4.0%) and the ‘value percentage shortfall’ (i.e. that part
of the production shortfall which is

SIFB Compensation compensated by the insurance fund) are
18000000 all linked to the ‘ranking’ of the producer
16,000,000 A (from the lowest set at 5 or less, to 15.0).
100000 - Such ranking alters with the claims’

12,000,000

10,000,000 history of the producer depending upon
8,000,000

6,000,000 the compensation/premium applicable
4,000,000 each (previous) year.

2,000,000

-
c
>
o
€

<

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 As a producer moves down the ranking

Vear table (from say a ranking of 10 to that of
9), the premium percentage increases
(from 7.7 to 8.0 as at July 1984 onwards)
and there is fall in claimable losses (from 65.0% to 62.0%, again as at July 1984 onwards). Up
the ranking table, the premium percentage and the first loss decreases, while the value
percentage increases. However, movements up and down the ranking table are not necessarily
symmetrical.

4.4 Gain arising from changes in fair value of standing cane

The other element of income in the financial statement of RBSEB is gain arising from changes
in the value of standing cane.

This is non-cash accounting entry under IAS41.This figure arises on the application out the
International Accounting Standards No 41 — Agriculture.

The objective of this International Accounting Standard is to prescribe the accounting
treatment and disclosure related to agricultural activity.

4.5 Other Operating Revenues
Other operating revenue of RBSEB consists of:

Diversification

Lease rental in Investment Properties
Other leases

Sale of Property, Plant and Equipment
Investment Income

4.6 Overall Revenue Trends

The recent overall trends in revenues for RBSEB have been as follows:
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TOTAL REVENUES
2007 2008 2009 2010 2011 2012 2013 2014
Year Audited Audited Audited Audited Audited Unaudited | Unaudited Forecast
Rs

Revenue

Sugar,Molasses and Alcohol 167,667,178 | 161,859,341 | 144,599,517 | 112,701,957 | 133,348,181 | 147,041,496 | 117,646,178 | 133,743,500
Sugar Insurance Compensation 15,316,752 | 10,278,807 43,589 0 93,397 0 0 0
Investment Income 830,277 932,207 735,640 846,523 836,903 777,653 800,956 800,900
Gain arising from changes in fair value of Standing Cane -6,900,000 | -2,214,414 | -13,824,630 8,839,523 3,234,344 | -16,766,911 | 16,933,282 | -6,756,200
Diversification 602,377 647,066 821,584 533,978 531,496 799,999 342,822 259,200
Other Operating Revenue 178,863,061 | 36,345,199 | 72,182,315 | 30,190,450 | 38,662,808 | 29,748,838 | 27,125,505 | 32,131,800
Total Revenue 356,379,645 | 207,848,206 | 204,558,015 | 153,112,431 | 176,707,129 | 161,601,075 | 162,848,743 | 160,179,200

Note: The forecasted budgeted revenues of 2014 are based on the sugar price of Rs 17
000/ton which in our opinion could be less.

Clearly, there has been a constant decline over the years in total revenues also.

The revenues forecasted in 2014 is less
than 50% of the revenues earned in the Total Revenue
year 2007. 40000000

35000000
Eannnoooo
Given that the year 2007