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STRIKE PRICE: ILL ADVISED? 
 
The Sunday Leader, in the public interest, published the representations that had been made 
in February 1994 to the government, by the Chairman of The Planters' Association of Ceylon, 
M.J.C. Amarasuriya, also the Deputy Chairman, Hayleys Group, urging that the majority 
shareholdings of the plantation companies be given to the respective plantation management 
companies on the basis of exclusive options, without the share market being used to establish 
the transfer price for the sale of such majority shareholdings from the government to the 
plantation management companies.  
 
It was also disclosed, that the Chairman of The Planters' Association, M.J.C. Amarasuriya, 
had also appealed in August 1995 to the Public Enterprise Reform Commission [PERC], to 
reconsider and reduce the Rs. 5 million guarantee that had been required to be paid by the 
plantation management companies to secure such exclusive options to purchase the majority 
shareholdings of the respective plantation companies from the government.       
 
It was further revealed, that the representations that had been made to the government in 
February 1994 by the Chairman of The Planters' Association, M.J.C. Amarasuriya, had been 
based on a confidential memorandum that had been submitted in January 1994 to the 
Secretary General of the Planters' Association, by Chandra Jayaratne, Managing Director, 
CTC Eagle Insurance Co. Ltd. Subsequently, however, when the Chairman of The Planters' 
Association, M.J.C. Amarasuriya, made representations to PERC, Chandra Jayaratne was 
then on the other side of the table as a member of PERC !  
 
Chandra Jayaratne had been selected by R.N. Asirwatham and appointed as a member of 
PERC by President Chandrika Bandaranaike Kumaratunga. R.N. Asirwatham had been 
handpicked by President Kumaratunga to be the Chairman, PERC, to head the People's 
Alliance government's privatisation programme. PERC apparently functioned directly under 
the purview, direction and control of President Kumaratunga, whilst Deputy Minister of 
Finance, G.L. Peiris, had been the People's Alliance government's chief articulate spokesman 
on the privatisation programme, both within and outside Parliament.  
 

DOUBLE  STANDARDS 
 
The majority shareholdings of the first six plantation companies, Agalawatte, Horana, 
Kegalle, Kotagala, Bogawantalawa and Kelani Valley, considered to have been the most 
profitable plantation companies by PERC, were sold between August 1995 and December 
1995 to the respective plantation management companies, on the basis of such exclusive 
options, at the ridiculously absurd nominal price of Rs. 10/- per share only, without any open 
competitive bidding on the trading floor of the Colombo Stock Exchange – that too in an era 
of a free and open market economy !.  
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The irony is that, in the warrant issued by President Kumaratunga on February 20, 1995 
appointing the Special Presidential Commission of Inquiry 1995 – appointed to inquire into 
alleged malpractices in certain public bodies – Item 4 in the Schedule to the presidential 
warrant had been – "04. Sale of shares in companies in which the government owned a 
majority of the shares, and contracts for the management of plantations". The Special 
Presidential Commission had been required to inquire and investigate into the items stipulated in the 
said Schedule of such presidential warrant. 
 
At the very same time, PERC functioning under President Kumaratunga, had ironically 
decided, to afford exclusive options to the plantation management companies to purchase the 
valuable majority shareholdings of the plantation companies, devoid of open competitive 
bidding on the trading floor of the Colombo Stock Exchange. Consequently, the majority 
shareholdings held by the government of the first six profitable plantation companies were 
sold to the plantation management companies at the nominal value of Rs. 10/- per share only, 
between August 1995 and December 1995, whilst the presidential warrant of February 1995 
had put in issue, the very award of the contracts to the respective plantation management 
companies, to manage the plantations in the first instance. Ironically, the presidential warrant 
had also put in issue – "sale of shares in companies in which the government owned a 
majority of shares."      
 
The dicta of the presidential warrant apparently had been of no concern to the members of 
PERC functioning under the purview of President Kumaratunga, whilst her own presidential 
warrant had required the probing into such very transactions during the former United 
National Party regime. Even more significantly, The Sunday Leader exposures had revealed, 
that it had been PERC, that had reviewed and referred the sale of the Nylon 6 Plant to the 
Special Presidential Commission to be investigated. 

 
QUESTIONABLE "STRIKE PRICE" 

 
The uninitiated public were led to believe by PERC, that the majority shareholdings of the 
plantation companies were to be given on the basis of an exclusive option, to the respective 
plantation management companies, at what had been flaunted as a "strike price". To the 
general public, would not such term "strike price" have meant and implied, that the majority 
shareholdings of the plantation companies were in fact going to be sold at a much higher 
price than the mere nominal value of Rs. 10/- per share only? The representations that had 
been made to the government by The Planters' Association indeed had revealed, that the 
shares of the plantation companies did, in fact, command a premium price at that time.  
 
The so termed "strike price" for the sale of the majority shareholdings of the plantation 
companies had been structured to be the lowest price that was to be received on the 
fragmented sale to the public of 20% shareholdings of the respective plantation companies. 
Surely, ought it not have been known at the very outset, that the lowest price that would be 
received would in fact be the nominal value of Rs. 10/- per share only, as it did, in fact, so 
happen without any surprise? Did not such structured  "strike price" formula, simply leave 
open the opportunity, for any interested exclusively pre-selected buyer i.e. a plantation 
management company, to have easily arranged for some bids at the lowest price of the 
nominal value of Rs.10/- per share only, from any selected members of the public for the 
fragmented sale to the public of 20% shareholdings of the plantation company concerned?  
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The question necessarily has to be entertained, as to whether the above "strike price" fixing 
formula had been a catastrophic accidental blunder, or on the other hand, as to whether such  
"strike price" fixing formula had been an engineered design deliberately structured? The 
answer of course could only have been ascertained, had the government caused an inquiry 
and investigation into this pitiable debacle, which the government, however, apparently 
refrained from carrying out for some undisclosed reasons. Subsequently, however, the 
majority shareholdings of the other plantation companies sold on the Colombo Stock 
Exchange realised prices ranging from Rs. 21/50 to Rs. 65/25 for a Rs. 10/- share.      
      
The Sunday Leader exposures, nevertheless, highlighted the colossal losses that had been 
caused to the government on the sale of the majority shareholdings of the first 6 profitable 
plantation companies. The government immediately suspended the sale of the majority 
shareholdings of the balance plantation companies and abandoned any further sales of the 
majority shareholdings of the plantation companies on such ludicrous and questionable basis. 
Surely, to have so acted, the government would have had good and sufficient reasons. 
Significantly, however, neither President Kumaratunga, nor Deputy Minister of Finance, G.L. 
Peiris made any explanatory pronouncements, whatsoever, on such catastrophic debacle. 
Curiously and ominously, those responsible, whomsoever they may have been, had not been 
held accountable.  

ADB TECHNICAL ASSISTANCE 
 

In the representations made to the government in February 1994, the Chairman of The 
Planters' Association, M.J.C. Amarasuriya, also the Deputy Chairman, Hayleys Group, inter-
alia, had stated – "We would like to convey our appreciation to you, the Hon. Minister of 
Plantation Industries, the Secretaries Ministry of Finance and Plantation Industries, the 
Regional Plantation Company Board and the officers of the Plantation Management 
Monitoring Division". 
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The Sunday Leader investigations have revealed that, one Philip R. Melkye, Director, 
Agricultural Development Services (Singapore) Pte. Ltd. and one Timothy Hooper, 
Investment Banking Specialist also of Agricultural Development Services (Singapore) Pte. 
Ltd., had been rendering technical assistance funded by the Asian Development Bank [ADB] 
to the Plantations Restructuring Unit/Plantations Management Monitoring Division of the 
Ministry of Plantations Industries. Philip R. Melkye and Timothy Hooper of Agricultural 
Development Services (Singapore) Pte. Ltd. of No. 3, Shenton Way, # 25-05A, Shenton 
House, Singapore, had been functioning on the ADB Plantations Project housed at the then 
Colombo Marriot Hotel. Their business cards then used in Colombo given below.     
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Sunday Leader investigations into the records of the Registry of Companies and 
Businesses, Singapore, have further revealed, that Agricultural Development Services 
(Singapore) Pte. Ltd., with a issued and paid-up share capital of Singapore Dollars 66,562 
had been registered in Singapore as a private company and its principal activities had been 
disclosed as business management and consultancy services. The Directors of the company 
had been given as Philip Reginald Melkye, Colin Harold Shearing and William Brownlie 
Hilston, whilst Philip Reginald Melkye had been the registered major shareholder with a 
shareholding of Singapore Dollars 39,562 as at December 1995. 
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The Asian Development Bank has recently established a Sri Lanka Residence Mission at the 
World Trade Centre, headed by Tadashi Kondo. 

 
DUAL ROLE 

 
The Sunday Leader in its extensive analysis of the privatisation of the plantations, disclosed 
that DPL Plantations Ltd., a company in the Hayleys Group had acquired 71.2% majority 
shareholdings of one of the first six profitable plantation companies privatised i.e. Kelani 
Valley Plantations Ltd., at the nominal value of Rs. 10/- per share only, for the effective 
purchase consideration of Rs. 142.3 million, on a basis, which had subsequently been 
abandoned by the government, obviously for good and sufficient reasons, without any 
explanations, whatsoever, given thereon.  
 
The Sunday Leader recently revealed that Lehman Brothers, the well known international 
investment consultants in securities and commodities carrying out global equity research, 
based in New York, London, Tokyo and Hong Kong, in their report dated November 2, 1995 
titled – "India and Sri Lanka Focus – Opportunities Await" had published an overview on the 
opportunities in the stock markets, both in India and Sri Lanka, giving profiles of certain 
companies in India and in Sri Lanka of John Keells, Aitken Spence, DFCC, Hayleys and 
NDB.  
 

 
 
The Lehman Brothers report in its profile on Hayleys at page 56, inter-alia, had stated –"DPL 
Plantations Ltd., a wholly owned subsidiary of DPL [Dipped Products Ltd.], was formed to 
undertake estate management under the government's plantation restructuring program in 
June 1992. DPL Plantations is working in association with Agricultural Development 
Services (Singapore) Pte. Ltd." (emphasis added). Chairman, Hayleys Group, Sunil Mendis is 
also a Director of the Bank of Ceylon, appointed by President Kumaratunga, as the Minister 
of Finance. 
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The Sunday Leader investigations have revealed, that Philip Reginald Melkye had continued 
to function under the ADB funded technical assistance programme on the privatisation of the 
plantations. As confirmed by certain then Members of PERC, Philip Reginald Melkye, 
together with Dr. Anura Ekanayake, Director Planning, Ministry of Plantations Industries, 
had attended several meetings of the PERC Board, to advise the PERC Board on the sale of 
the majority shareholdings of the first six profitable plantations companies privatised. From 
the same sources, The Sunday Leader reliably understands, that Philip Reginald Melkye had 
endeavoured to justify the "strike price" formula, that had been apparently foistered on the 
government, when certain members of PERC had questioned the logic of such formula. 
Regardlessly, without much deliberations, the then Chairman, PERC, R.N. Asirwatham had 
apparently endorsed the same.  
 
Would it not be mind boggling to comprehend, as to how a party advising and assisting 
PERC i.e. the government on an ADB funded technical assistance programme on the 
privatisation of the plantations, had also through his private company, Agricultural 
Development Services (Singapore) Pte. Ltd., had been reported to have been working with 
the plantation management company, DPL Plantations Ltd., of the Hayleys Group, which 
company acquired the majority shareholdings of Kelani Valley Plantations Ltd., one of the 
first six profitable plantations companies, the majority shareholdings of which had been sold 
on the basis of such "strike price" formula, without open competitive bidding on the trading 
floor of the Colombo Stock Exchange – which basis had been later shunned by the 
government. 
 
Would it not be even more baffling, as to why President Kumaratunga had apparently not 
taken any action, whatsoever, to hold those responsible accountable, particularly moreso, 
when she had been reported to have stated at a press conference that – "No room will be left 
for this kind of dishonest and fraudulent action" in relaltion to the sale of the majority 
shareholdings of Kotagala Plantations Ltd., another of the first six profitable plantation 
companies that had been privatised by PERC. 
  
Nevertheless, in June 1998, on the recommendation of President Kumaratunga, as the 
Minister of Finance, it had been reported that the Cabinet of Ministers had decided to restrict 
to listed public companies with a market capitalisation of Rs. 500 million (later reduced Rs. 
200 million) and local liaison offices directly owned by foreign companies, the business of 
functioning as local agents in the promotion of public sector projects and tenders of a value of 
over Rs. 200 million by foreign companies, apparently on the premise, that it had been 
deemed important, that local agents of foreign companies bidding on such projects do not 
unduly influence public officials or resort to corrupt practices in concluding deals which at 
times are unfavourable to the government. 
 
 
 
 
 
 

MAKING  HAY  WHILE  THE  SUN  SHINES 
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CT Smith Stock Brokers (Pvt) Ltd., Sri Lanka in its report dated August 1, 1997 on Hayleys 
Ltd., under the heading – "Making Hay(leys) While the Shine Shines" had, inter-alia, reported 
thus – "Plantations –  DPL Plantations Ltd., a wholly owned subsidiary of DPL, was formed 
in June 1992 to undertake management of the government owned Regional Plantation 
Company Kelani Valley Plantations Limited (KVPL). The Company exercised the option to 
purchase the controlling stake in KVPL for Rs. 102m." – "Talawakelle – the upside – 
Hayleys also manages Talawakelle Plantations Limited by virtue of an agreement signed in 
1995, Hayleys obtained the right to purchase 51% of the Company at a price of Rs. 10/- per 
share. However, the government has been reluctant to part with the Company at the given 
price. Meanwhile, Hayleys obtains a share of profits as management fees. The acquisitions 
will boost profits by at least an additional Rs. 40m." 
 
"Conversion will increase contribution – In December 1995 DPL invested a further sum of 
Rs. 140m in the form of convertible debentures in KVPL. Convertible in December 1997, 
DPL's holding will increase to 71%. Given the continued strong performance of KVPL (Rs. 
100m), DPL profits are expected be boosted by Rs. 20m." – "Quality exposure to tea – Kelani 
Valley Plantations owns 13,144 ha., comprising of 3,233 ha. of rubber and 6,290 ha. of tea. 
Talawakelle plantations owns 8,014 ha. of tea. The estates produce some of the best quality 
tea in the country and consistently obtain premium prices. The teas are used extensively for 
value-added products. Marketed mainly in the former Soviet Union strong demand is 
expected to continue."  
 
 

- Published in The Sunday Leader on 11.10.1998 by Nihal Sri Ameresekere under the pseudonym ‘Bismark’ 
  


