JSC Consultants


croissance externe, fusions et acquisitions - participations financières

Le Chesnay March 20th, 2011
Monsieur Claude BERTHIER

Royal Road

Trou-aux-Biches

MAURITIUS

Object : Our discussion re the Alizée Project.

Dear Mister Berthier,
We take the liberty to write to you in English so that you can eventually pass this letter to your partners and Mister Buton, CFC.

Following our discussions and the study of the documents you so kindly gave us and commented, you will find hereafter (i) our conclusions as regards your project (ii) some questions we have to ask about the business plan (iii) our recommendation and proposal.

1/ Conclusions:
The business plan and the fundamentals of your company lead us to make a first valuation of your company around 15M€ (enterprise value – DCF method), or around 10M€ for the shares alone.

This means that we can substantiate the validity of the business plan and its underlying assumptions. More, we believe the project to be attractive for some specific investors. We should therefore be able to raise about 1M€ for about 10% of the capital, whichever the form of this raising (shares, bonds, hybrids…).

However, based on the business plan you gave us, we do not see the need for this new money through the figures. Indeed, these figures show that cash reserves are positive through the period (with a low of 0 in 2011).

We perfectly understand however that the volatility of the business imposes, for prudential reasons, the constant disponibility of a reasonable cash cushion which we can perfectly understand and can be explained to any investor. This is what we should demonstrate by maybe taking into consideration a scenario less positive. We could build 2 scenarios : one prudential, one more optimistic and aggressive. We believe the aggressive is the one you showed us.
2/Questions :
Following the study of the documents you gave us, the first step of our mission would be to get through you and your partners/Management some further information about the Business Plan. The questions which follow are standard questions any investor will ask before committing himself.
a) Income Statement

· Construction of the turnover from 2007 to 2018? Split between the turnover generated by rooms and turnover generated by the complementary activities? 

· Details of the Administrative Expenses.

· EBIT/Turnover = 42% in 2013 vs 20% in 2009 and 7% in 2008. Can you argue this rate from 2013 to 2018? Same question about Profit rate.

· Why is “income tax” nil as of  2011?

b) Balance sheet and financing :
· Description of the capital increase (5,9M€ in 2010)? Especially on which basis have the real estate assets been reevaluated? Is it documented with an expert opinion?
· Explanation of the Buyback of 20% shares by MCB. Why does the previous shareholder wanted to exit?
· Explanation of the increase of non current liabilities? Description of the new borrowing in 2010.

· Why the item “differed tax income” remains equivalent from 2010 to 2018?

3/ Recommendation and proposal :
a) Recommendation :
In consideration of the above remarks (§1), and the quality of the Company and its assets, we agree that raising 1M€  with new investors in Europe is possible.
However, given the economic circumstances, plus the fact that Mauritius is quite far from France/Europe, we recommend that :

(i) a classical “company analysis” be made. The format of such an analysis is the one that all companies present to their investors : a formal document presenting on the one hand the qualitative and strategic features of the Company and Business Plan.

(ii) The form of the investment proposed be studied carefully. Especially we would not rule out a more original package thant a straight capital increase. For exemple we could propose our investors a mix of (a) 10 years high yield (10 to 15%) convertible bonds and (b) some shares, (c) plus a bonus such as : “special rate of free stays in one of your hotels”, which would be quite original and attractive …!
b) Proposal

This file is of interest to us and may also be appreciated by some of our clients/partners. 

Consequently, we would be delighted to participate and help you in this fund-raising of approximatively 1M€.

Our standard methods and process are the following:

· Preparation of the file:

a. Fine tune of the business plan,
b. Precise evaluation of the company through several methods;
c. Preparation of  ppt presentations,
d. Preparation of the legal framework of the operation (we do not write the deeds but we prepare and discuss the term sheets),
· Contact with potential investors through personal and targeted leads on our personal lists,
· Assistance in the negotiations with the investor(s),
· Assistance in the deed writing.

For the whole process, our fees would be the following:

· A fixed amount of 9.000€ which will be deducted of the variable amount (see below).

· A variable amount of 5% of the funds raised with a minimum of 70.000€.

· If the final investor(s) originate from other contacts than ours, we reduce our fees by 20% on the corresponding amounts.

· Other provisions: refunding of expenses on a €/€ basis after previous approval.

We have been delighted to meet you and hear you describing your business and operations. We are very much interested in eventually assisting you in your projects, and we look forward meeting you again, or hearing from you at your convenience to pursue our discussions.
With our best regards,

Yours sincerely.

Christophe Béguin
Jean Saint-Cricq

Chargé d’Affaires
Gérant
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