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111e_ Hotel, The Sndal,'T‘h; Cover up

ight from the beginning it was
clear that the Hilton was destined
for preferential treatment. The
seven acres of land on which the
hotel is sited in Echelon Square
was a "gift" from the late President
Premadasa. How else can one describe
the 99 year lease at a total cost of Rs
125 million, amounting to Rs 110,000/
- a perch, to be paid back over 33
years with no interest levied at all?

The fact that even these absurdly

easy terms have not been adhered to
by HDL who haven't paid the Urban
Development Authority a penny is
further evidence of the spirit in which
this transaction took place.

Mitsui of Japan, whose local agents
are closely related to former President
Jayewardene, were a
shoo-in for the
construction contract
for the Hilton. In fact,
to this date the Hilton
remains the one and |
only private sector
enterprise which has
received agovernment
guarantee of its liability
to Mitsui and Taisei
(another Japanese
multinational
specialising in civil
engineering work) to
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can be altered at will.

Profitability forecasts and cashflow

forecasts with which to finance the
cost of building and equipping the
hotel were made by Hilton
International and Mitsui/Taisei on the
basis of these specifications. On
receiving the government guarantees,
Mitsui/Taisei entered into loan
agreements with HDL where the cost
of construction and supplies were
deemed loans to the company.

The basis for all these agreements,
the guarantees, the prospectus, the
profitability analysis and so on was
the 452-room plan which was
approved by the Board of Directors in
March 1984 and duly submitted to
the UDA. Construction by Mitsui/

notice of the Board of Directors. The
changes can only be described as
drastic. Instead of 452 rooms (known
asbays) there were now only 357, and
the underground parking had been
dispensed withaltogether. Obviously,
the hotel's ability to generate revenue
to pay baock its loans was adversely
affected by these changes. Most
troubling, however, was the fact that
neither the architects nor the
contractors had informed the Board
of Directors-or anyone else for that
matter about these crucial changes.
In addition,- the circumstances in
which the original plans were allegedly
lost is hard to believe. The plans
(Mitsui/Taisei's, the architects and
even HDL's own copy) were
supposedly destroyed
in a fire at the site at
2.38 a.m. on 18/10/
1985. The Fort Police
Report on this fire is
as strange a
documentasany. The
Report which is

evenindicate thedate
of the fire, but states
that the “report
submitted to us [Fort
Police] by you [Mitsui/
Taisei Consortium]
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instance, none of the other hotels in
similar circumstances received such
COoncessions.

The Hilton Hotel is owned by Hotel
Developers (Lanka) Limited [HDL]
who, in March 1984, issued a
prospectus to solicit public funds on
the basis of their plans to build a twin-
tower 22 storey, 452 room hotel with
basement parking for 400 vehicles. It
must be noted that such a prospectus

. is a legal document and not one that

Taisei began shortly after on the basis
of these building plans approved by
the UDA. These building plans were
submitted to the UDA in October
1983 and ratified in March 1984.
The hotel was completed and
handed over in April 1987 and began
operations in July. It was only in
October 1987 that it was discovered
that the hotel had been built to a
"revised” set of plans which had not
been approved or even brought to the

and honest." However, no copy of this
report alluded to is attached, but the
report has been certified and endorsed
by the Police to be used "as evidence
to the relevant authorities,
Government Departments and also
your Head Office in Tokyo." Such a

"thoughtful and all-encompassing

endorsement must have really
touched Mitsui/Taisei to the quick!
Particularly since fires like this are
getting to be more and more necessary
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undated does not.






