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CEYLON HOTELS CORPORATION PLC 
PB 3283 

No. 327, Union Place, Colombo 02 

(the “Company” or “CHC”) 

CIRCULAR TO SHAREHOLDERS 

Dear Valued Shareholder/s, 

Approval of a major transaction under Section 185 of the Companies Act No. 07 of 2007 

1. BACKGROUND

We refer to the Corporate Disclosure made by the Company on 23rd January 2023 of the decision of the
Board of Directors of the Company to recommend to its Shareholders, the transfer of the shares owned
by the Company in United Hotels Company Limited (“UHC”) to The Kandy Hotels Company (1938) PLC
(“KHC”). The said transfer of shares in UHC will be by way of a share swap, wherein the Company will
transfer its shareholding in UHC to KHC in consideration for which KHC will issue shares in KHC to the
Company.

KHC is primarily a hotel owning company, which owns and operates Hotel Suisse and Queens Hotel, both
of which are located in Kandy. KHC also has a 50% equity ownership in the Suisse Hotel Kandy (Pvt) Ltd,
the owning company of the Radisson Hotel Kandy (formerly OZO Kandy). KHC is a public listed
company with its shares listed on the Main Board of the Colombo Stock Exchange. KHC’s principal places
of business are situated at Hotel Suisse, No.30, Sangaraja Mawatha, Kandy and Queens Hotel, No.04,
Dalada Veediya, Kandy.

The Company, at present has a shareholding of 69.54% in KHC and 67.51% in UHC.

The aforementioned share swap will result in KHC acquiring the entirety of the issued shares of UHC from
its existing shareholders, thereby becoming the sole shareholder of UHC.

In consideration for the Company and the remaining shareholders of UHC transferring their shares in UHC
to KHC, KHC will issue up to 176,809,253 ordinary voting shares of KHC to such shareholders, at a per
share price of LKR 14.96/- as detailed below.
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Name of 
Shareholder of UHC 

Existing shares in 
UHC 

Consideration 

Ceylon Hotels 
Corporation PLC – 
i.e. the Company

201,130,633 Valued at LKR 3,066,157,660/-, of which, 

(i) LKR 1,164,835,549/-shall be set off by KHC
for the amount payable by the Company
to KHC;
The number of shares of KHC calculated at a per
share value of LKR 14.96/- attributable to this
sum of LKR 1,164,835,549/- is 77,863,339.
However, such shares will not be issued to CHC,
as LKR 1,164,835,549/- is set off against the
payables due from CHC to KHC.

(ii) 127,093,724 ordinary voting shares of KHC shall
be issued to the Company for the balance
consideration of LKR 1,901,322,111/, calculated
at a per share value of LKR 14.96/-

Ceylon Hotels 
Investment (Pvt) Ltd 
(Affiliate Company) 

48,787,312 Valued at LKR 743,743,446/-, which shall be settled by 
way of issuance of 49,715,471 ordinary voting shares of 
KHC to Ceylon Hotels Investment (Pvt) Ltd., calculated at 
a per share value of LKR 14.96/- 

Ceylon Hotel 
Holdings (Private) 
Limited 
(Intermediary 
Parent)  

28 Valued at LKR 434/-, which shall be settled by way of 
issuance of 29 ordinary voting shares of KHC to Ceylon 
Hotel Holdings (Private) Limited, calculated at a per 
share value of LKR 14.96/- 

Estate of the Late 
Don Simon 
Gunasekara  

28 Valued at LKR 434/-, which shall be settled by way 
of issuance of 29 ordinary voting shares of KHC to the 
Estate of the Late Don Simon Gunasekara, calculated 
at a per share value of LKR 14.96/- 
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*The Company has been informed that the Board of KHC has obtained an independent valuation report
from BDO Consulting (Pvt) Ltd., to derive an independent opinion on the valuation that is being considered
for the share swap/private placement. The above values are based on the said independent report. The
per share price of LKR 14.96 is based on adjusted net assets value of KHC as determined by the said
independent valuer, and the said price is at a premium to the closing market price on the date of the board
resolution by KHC, such date being 19th January 2023. The shareholders should note that the Board of KHC
has rounded up the per share value of KHC of LKR 14.9593 provided in the independent valuation report,
to a two (02) decimal figure value of LKR 14.96/-.

Valuation Report 
The aforementioned Valuation Report will be uploaded to the website of the Colombo Stock Exchange, i.e. 
www.cse.lk and a physical copy is available for examination at the registered office of the Company 
situated at No.327, Union Place, Colombo 02.  Please be informed that the said Report consists of several 
hundreds of pages and therefore physical copies of the Report will not be dispatched with this Circular and 
the Notice of Meeting, given the shortage in material in the market and printing costs associated 
therewith. 

** According to the independent valuation of shares obtained, the shares of KHC will be issued to the 
shareholders of UHC on the basis of 1 new ordinary voting share in KHC for every 0.9813 share held in UHC, 
rounded up to the nearest whole share. 

In computing the number of shares to be issued in KHC, the KHC Board has considered beyond the 4 decimal 
figure, in order that the number of shares issued, corresponds to the total purchase 
consideration/valuation, at the per share price of Rs.14.96. 

The new shares issued by KHC will rank pari passu in all respects with the existing ordinary voting shares 
of KHC at the issuance of such shares. The transaction is compliant with the Articles of Association of the 
Company.  

2. SHARE SWAP/PRIVATE PLACEMENT

2.1. Overview of UHC, the company that is being acquired by KHC 

United Hotels Company Limited, in which the Company presently owns 67.51% of the issued share capital, 
is the owner (through leasehold rights from the Sri Lanka Tourism Development Authority), of the Ekho 
Surf Hotel (Bentota), Ekho Lake House and The Lake Hotel (both located in Polonnaruwa), totaling 154 
rooms combined.  



4

4 

UHC’s fully owned subsidiary, Tissa Resort (Private) Limited (“TRP”), owns (through leasehold rights from 
the Sri Lanka Tourism Development Authority) the Ekho Safari Hotel in Tissamaharama, which consists of 
50 rooms. 

All of the above, when combined, consist of a total room count of 204, spread across the southern belt 
and Polonnaruwa District of Sri Lanka. 

A listing and a brief profile of each of these hotel properties are annexed hereto as Annexure I, for the 
information of the Shareholders. 

The holding structure of the Ceylon Hotels Corporation PLC group is annexed hereto as Annexure II, for 
the information of the Shareholders. 

The financials relating to United Hotels Company are annexed, as Annexure III, for the information of the 
Shareholders. 

Ceylon Hotels Maldives (Private) Limited. 

In September 2022, UHC divested its remaining 50% ownership in the Maldivian investment in a hotel 
project held through its fully owned subsidiary, Ceylon Hotels Maldives (Private) Limited (“CHML”), for 
USD 4,493,663/-. The initial 50% divestment of the Maldivian investment took place back in 2018. Stock 
market announcements in both these occasions had been made by CHML’s parent entity, Ceylon Hotels 
Corporation PLC. As a result, the cash reserves of CHML including a receivable in the form of withholding 
taxes from the said disposal approximates to USD 9,672,153 as at 30th  September 2022, which value has 
been factored in the valuation of UHC shares by the independent valuer.  

Financial Position of UHC 

Please refer page 50 of the independent Valuation Report of BDO Consulting (Pvt) Ltd, for the combined 
net assets value attributable to UHC along with its two subsidiaries, TRL and CHML. As per the valuations 
attributable, 100% equity value for UHC is LKR 4,541,643,135/-. 

The fair value of the total assets of UHC reflected in the adjusted Net Asset Value of UHC is LKR 
6,385,856,469/- as of 30th June 2022. A substantial component of these total assets consists of the USD 
denominated cash reserves of CHML from the divestment of its Maldivian investment referred to above. 
The other significant asset classes are represented by the values of leasehold rights and property, plant 
and equipment. 

Based on the Valuation Report, the total value of liabilities of UHC is LKR 1,844,213,334 as of 30th June 
2022.  
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Board of Directors of UHC 

The Directors of UHC are:  

Mr. Sanjeev Gardiner   
Mr. Lakshman Samarasinghe  
Mr. Priyantha Maddumage  
Mr. Kuvera De Zoyza 
Mr. Mangala Boyagoda 
Mr. Revantha Devasurendra  
Mr. Shalike Karunasena (alternate to Mr. Priyantha Maddumage) 

2.2. Benefits to Existing Shareholders 

With the proposed acquisition, the Company will increase its shareholdings in KHC from 69.54% to 70.09% 
and as a result, the Board of Directors expects the said transaction to deliver the following benefits to 
the existing shareholders of  Ceylon Hotels Corporation PLC: 

(i) With this transaction, the key hotel properties of CHC Group (except for the rest houses owned by
CHC Rest Houses (Pvt) Ltd in which CHC owns 50%) will be brought under the single umbrella of
KHC, thus positioning KHC as the Hotel owning segment of the CHC Group.

(ii) This would, therefore, result in streamlining the CHC Group structure, and enhancing its visibility.

(iii) Create economies of scale and greater synergies by combining common resources, including,
access to the significant cash pool available at UHC Group, (which are primarily derived from the
disposal of the investment in the Maldives as per market announcements made previously by the
Company), for future development of the properties and/or to channel these reserves into higher
Return on Investment properties to enhance the overall value of  the CHC Group.

(iv) Post transfer of UHC to KHC, CHC would derive value through KHC as a much larger, much more
attractive hotel owning company with a stronger balance sheet with a combined post restructure
Net Asset Value of over LKR 11 billion (based on the independent valuation report of BDO
Consulting (Pvt) Ltd.), with the opportunity for greater economies of scale.

(v) Strategy wise, this would also allow CHC to focus on lateral expansion of the group along the leisure
value chain and to accommodate future investments.

2.3. Pre Share Swap/Private Placement Group Structure 

Please see Annexure II. 
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2.4. Post Share Swap/Private Placement Group Structure 

Please see Annexure IV. 

2.5. Combined Net Assets Value -  Post Share Swap/Private Placement 

The post restructure combined Net Asset Value as per the valuation report is LKR 11,284,119,859/-. 

2.6. Use of proceeds from Share Swap/Private Placement 

There will be no proceeds raised as a result of the share swap/private placement, and as such the 
consideration will be in the form of issuance of shares of KHC to the Company as described in Section 1 
above and a set off of an outstanding amount due from the Company to KHC, as mentioned above. 

2.7. Price at which the Shares will be Issued and Selection of Value for the Share Swap 

The shares of KHC will be issued at the price of LKR 14.96/- per share, which is the adjusted net asset value 
per share of KHC. 

2.8. Major Transaction under Section 185 of the Companies Act 

The Company’s acquisition of/subscription to shares in KHC by way of the share swap/private placement 
as detailed in the table under Section 1 above, valued at LKR 3,066,157,660/-, amounts to a Major 
Transaction in terms of Section 185(2) of the Companies Act No. 07 of 2007. As such, approval of the 
Shareholders of the Company, by way of a Special Resolution, is required to effect the said share swap. 

2.9. Applicability of the Takeover and Mergers Code 1995 

The swap of shares described in this Circular does not trigger any provisions of the Takeovers and Mergers 
Code 1995 (as amended). 

3. Other Information

3.1. Overview of the Related Party Transaction Review Committee (RPTRC) 

Name Position Director Position 
Kuvera De Zoysa Chairman Independent Non-Executive 

Director 
Ranil Pathirana Committee Member Non Independent Non-Executive 

Director 
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Mangala Boyagoda Committee Member Independent Non-Executive 
Director 

The Kandy Hotels Company (1938) PLC is a related party of the Company and therefore the transaction as 
described above amounts to a non-recurrent related party transaction under Rule 9.1.1. of the Listing 
Rules of the CSE. 

The Related Party Transactions Review Committee has reviewed the transaction and was of the view that 
the said transaction is on normal commercial terms and is not prejudicial to the interests of the Company 
and its minority shareholders, as detailed further in the market announcement made by the Company on 
23rd January 2023.   

The Related Party Transactions Review Committee has noted the independent valuation exercise carried 
out by BDO Consulting (Pvt) Ltd. and is satisfied with the overall process carried out in relation to the 
pricing analysis for the share swap/private placement. 

3.2. Regulatory and Shareholder Approvals 

The aforementioned transaction amounts to a non-recurrent Related Party Transaction between the 
Company and KHC. The total value of the Related Party Transaction is LKR 3,066,157,660/-. In terms of 
Rule 9.1.1 of the Listing Rules of the CSE, this transaction exceeds 1/3rd of the total assets of the Company 
and therefore requires shareholder approval by way of a special resolution to effect the transaction. 

4. GENERAL

4.1. The share swap which results in a private placement in KHC is subject to KHC obtaining approval of the 
CSE and the SEC to effect the same. 

4.2. The requisite shareholder resolution to give effect to the above is set out in the attached Notice of 
Meeting convening the Extraordinary General Meeting (EGM) (Annexure V) to be held for that purpose. 
Shareholders who are unable to attend the meeting in person are requested to complete the enclosed 
Form of Proxy (Annexure VI) in accordance with the instructions specified therein, and deposit at the 
registered office of the Company at No.327, Union Place, Colombo 02. 

4.3. Auditor’s Reports and Audited Financial Statements for the year ended 31st March 2022 and subsequent 
interim financial statements of the Company upto the quarter ended 31st December 2022, are available 
on the website of the CSE, www.cse.lk. 

4.4. The shares issued in KHC by way of the aforementioned Private Placement will be uploaded directly to the 
CDS accounts of the respective parties. 
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5. DECLARATIONS

5.1. The listing of the shares by the Colombo Stock Exchange will in no way be reflective of the merits of the 
issue.  The Colombo Stock Exchange assumes no responsibility for the correctness of any of the statements 
made, opinions expressed or reports included herein.     

5.2. The Directors of the Company collectively and individually accept full responsibility for the accuracy of the 
information given and confirm having made all reasonable enquiries, that to the best of their knowledge 
and belief that there are no other facts the omission of which would render any statement in the circular 
misleading.     

If you are in any doubt as to the action you should take, you should consult your stockbroker or other 
professional advisor immediately. 

CEYLON HOTELS CORPORATION PLC 
PB 3283 
No. 327, Union Place, Colombo 02. 
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• EKHO SURF
• EKHO SAFARI
• EKHO LAKE HOUSE
• LAKE HOTEL

UNITED HOTELS COMPANY 
LIMITED
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Spa

1
Gym

5
Restaurants

100
Rooms

2
Pools

EKHO SURF

At EKHO Surf, you are assured of a tropical Sri Lankan   beach   
experience.   Located   on   a kilometer stretch of soft sand, renowned as 
‘the longest stretch of beach’ on the south-west coast of Sri Lanka, edged 
by the Indian Ocean. EKHO Surf brings together golden sunsets, soft 
sand and a sprawling lawn with well-appointed rooms and the freshest of 
seafood,  encouraging  a  truly  authentic  tropical escape.
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EKHO SAFARI

A rejuvenating waterfront retreat - EKHO Safari occupies  a  prime  
position  in  Tissamaharama. Scenically located by the ancient “Tissa 
Wewa” providing undisturbed views  of the  lake. The Tissamaharama 
property  traces  its  roots back when it started operation in 1967, now 
restored to a comfortable and beautifully laid lake view hotel.

50
Rooms

1
Restaurant

1
Pool
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EKHO LAKE HOUSE

Built-in 1870 as a circuit bungalow for British Government Agents, the 
Old Polonnaruwa Rest House and once the Queen of England’s holiday 
destination in the 1960’s, has now been restored and now renamed 
EKHO Lake House, Polonnaruwa. Overlooking the panoramic Sea of 
Parakrama Samudra and offering magnificent views of the historic 
centre of Polonnaruwa’s UNESCO World Heritage site, of Kingdoms 
past.

14
Rooms

1
Restaurant

1
Pool



Annexure I  

13

LAKE HOTEL

Spread over three acres of landscaped garden and a ten minute walk to 
the beautiful EKHO Lake House, lies the second property that 
formulates the Polonnaruwa Resort Collection, the Lake Hotel.             
It is set    at    the    edge    of    the    Sea of Parakrama, and is located 
in the historical city of Polonnaruwa   enabling   you   to   spend a 
peaceful holiday amidst a glorious history. The hotel consists of 
well-equipped deluxe bedrooms spread across two floors while all 
offer views of the lake and beyond.

40
Rooms

1
Pool

1
Restaurant
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UNITED HOTELS COMP ANY LIMITED 
FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 
31 MARCH 2022 

2 Ceylon Hotels Corporation PLC

Group Structure - Pre Restructure

Ceylon Hotels 
Corporation PLC

United Hotels 
Co. Ltd

Ceylon Holiday 
Holdings (Pvt) Ltd 

CHC Rest Houses 
(Pvt) Ltd

16.11%

CHC Foods 
(Pvt) Ltd

Suisse Hotel 
(Pvt) Ltd

Suisse Hotel 
Kandy (Pvt) Ltd

Kandy Hotels 
Co. 1938 PLC

Airline Services 
(Pvt) Ltd

69.54%

100%

50% JV

100%

Tissa Resort 
(Pvt) Ltd

100% 100%

Ceylon Hotels 
Maldives (Pvt) Ltd

100% 100%50% JV67.51%
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UNITED HOTELS COMP ANY LIMITED 
FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 
31 MARCH 2022 

2 Ceylon Hotels Corporation PLC

Group Structure - Pre Restructure

Ceylon Hotels 
Corporation PLC

United Hotels 
Co. Ltd

Ceylon Holiday 
Holdings (Pvt) Ltd 

CHC Rest Houses 
(Pvt) Ltd

16.11%

CHC Foods 
(Pvt) Ltd

Suisse Hotel 
(Pvt) Ltd

Suisse Hotel 
Kandy (Pvt) Ltd

Kandy Hotels 
Co. 1938 PLC

Airline Services 
(Pvt) Ltd

69.54%

100%

50% JV

100%

Tissa Resort 
(Pvt) Ltd

100% 100%

Ceylon Hotels 
Maldives (Pvt) Ltd

100% 100%50% JV67.51%
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Group Structure - Post Restructure

Ceylon Hotels 
Corporation PLC

United Hotels 
Co. Ltd

Ceylon Holiday 
Holdings (Pvt) Ltd 

CHC Rest Houses 
(Pvt) Ltd

CHC Foods 
(Pvt) Ltd

Suisse Hotel 
(Pvt) Ltd

Suisse Hotel 
Kandy (Pvt) Ltd

Kandy Hotels 
Co. 1938 PLC

Airline Services 
(Pvt) Ltd

70.09%%

100%

50% JV

100%

Tissa Resort 
(Pvt) Ltd

100% 100%

Ceylon Hotels 
Maldives (Pvt) Ltd

100% 100%50% JV

100%
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NOTICE OF EXTRAORDINARY GENERAL MEETING 

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting (EGM) of Ceylon Hotels 
Corporation PLC, will be held at 9.30 am on Wednesday 31st May 2023 at Sri Lanka Foundation 
Institute, Colombo 07 for the following purpose: 

To consider and if thought fit, to pass the following Resolutions: 

Special Resolution 1 

“IT IS HEREBY RESOLVED, to approve as a major transaction under Section 185 of the Companies Act 
No. 07 of 2007, the transfer of all the shares owned by the Company in United Hotels Company 
Limited, amounting to 201,130,633 ordinary voting shares, to The Kandy Hotels Company (1938) PLC 
[PQ 201], for a consideration valued at LKR 3,066,157,660/, which consideration shall be settled by 
The Kandy Hotels Company (1938) PLC (‘KHC’) in the following manner: 

(i) LKR 1,164,835,549/- shall be set off by KHC for the amount payable by the Company to 
KHC; and

(ii) 127,093,724/- of ordinary voting shares of KHC shall be issued to the Company for the 
balance consideration of LKR 1,901,322,111/, calculated at a per share value of LKR 
14.96/-.

Special Resolution 2 

WHEREAS, The Kandy Hotels Company (1938) PLC is a related party of the Company and the aggregate 
value of the transactions with such related parties as set forth in Resolution 1 above, exceed 1/3rd  of 
the total assets of the Company, in terms of Rule 9.1.1 of the Listing Rules;  

IT IS THEREFORE RESOLVED that the transaction as described in Resolution 1 be approved as a non-
recurrent related party transaction under Rule 9.1.1. of the Listing Rules of the CSE. 

By order of the Board of Directors of 
CEYLON HOTELS CORPORATION PLC 

Accounting Systems Secretarial Services (Private) Limited 
SECRETARIES  
On this 19th day of April 2023  
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Note: 
1. A shareholder entitled to attend and vote at the meeting is entitled to appoint a Proxy to

attend and vote instead of him/her. A Proxy need not be a shareholder of the Company.
2. The completed Form of Proxy should be received by the Company at its Registered Office at

No. 327, Union Place, Colombo 02 not later than 48 hours before the start of the meeting.
3. A Form of Proxy accompanies this Notice.
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FORM OF PROXY 

CEYLON HOTELS CORPORATION PLC- PB 3283 
No. 327, Union Place, Colombo 2 

I/We         ………………………………………………………………………………………....................................………………….. 

(NIC    No.)    ………............…………………….  of…………………………..............................…..…………..................…. 

being a member/members of Ceylon Hotels Corporation PLC, hereby ……………….......………….........…......... 

appoint:…………………………………………………….of…………………......................................................................... 

Mr Lakshman Samarasinghe of Colombo (or failing him) 
Mr Sanjeev Gardiner of Colombo (or failing him) 
Mr Priyantha Maddumage of Colombo (or failing him) 
Mr Kuvera De Zoysa of Colombo (or failing him) 
Mr Mangala Boyagoda of Colombo (or failing him) 
Mr Kamantha Amarasekara of Colombo (or failing him) 
Mr Ajith Devasurendra of Colombo (or failing him) 
Mr Ranil Pathirana of Colombo (or failing him) 
Mr Shalike Karunasena of Colombo 

as my/our Proxy to represent and speak and vote for me/us* and on my/our behalf at the Extraordinary General Meeting 
of the Company to be held on ……….. and at any adjournment thereof and at every poll which may be taken in consequence 
thereon. 

I/We* the undersigned, hereby direct my/our* proxy to speak and vote for me/us and on my/our behalf on the 
resolution set out in the Notice convening the meeting, as follows: 

For Against 
1. Special Resolution 01
2. Special Resolution 02

In witness my/our* hands this …........................………………day of… ................................................... Two Thousand 
and Twenty Three. 

............................................. 
Signature 

Notes: * Instructions as to completion appear overleaf. 
Please indicate with an “x” in the space provided, how your Proxy is to vote on the   Resolutions. If no indication is 
given, the Proxy in his discretion will vote as he thinks fit. 
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INSTRUCTIONS FOR COMPLETION 

1. Kindly perfect the Form of Proxy by filling in legibly your full name, address and the National 
Identity Card number and by signing in the space provided and filling in the date of 
signature. 

2. The completed Form of Proxy should be deposited at Company Secretaries and Registrars, Messrs 
Accounting Systems Secretarial Services (Private) Limited, Level  03, No.11, Castle Lane, Colombo 4 
not later than 48 hours prior to the date of the meeting. 

3. If you wish to appoint a person other than the Chairman or a Director of the Company, please insert the 
relevant details at the space provided (above the names of the Board of Directors) on the Proxy 
Form. 

4. If the Form of Proxy is signed by an Attorney, the relative Power of Attorney should accompany the 
Form of Proxy for registration if such Power of Attorney has not already been registered with the 
Company. 

5. If the appointor is a Company/ Incorporated body, this Form must be executed in accordance with the 
Articles of Association/ Statute. 


