
Announcement  No.  244                                       16 January 2004

CENTRAL  PATTANA  PUBLIC  COMPANY  LIMITED

Company Rating:   Affirmed at A-
Issue Rating:
CPN066A: Bt1,000 million   Affirmed at A-

senior debentures
due 2006

RATIONALE
TRIS Rating affirms the company rating

of Central Pattana PLC (CPN) and the rating of its
senior debentures at "A-". The ratings reflect the
company's leading posit ion in shopping center
industry in Thailand, its recurring cash flow from
contract-based rental and service income, and its good
track record of operating high-quality shopping
centers. The ratings also take into consideration the
redevelopment risk of its largest mixed-use complex,
Central World Plaza, formerly called the World Trade
Center, and  intensified  competition  in  the retail
industry.

CPN was incorporated in 1980 under the
name "Central Plaza Co., Ltd." to invest in a mixed-use
complex in Bangkok. The company currently develops,
operates, and manages nine shopping centers, three
office buildings,  three residential  condominiums,
seven food centers, and provides services within its
shopping centers.  CPN is the market leader in
the shopping center development industry and its
management team is experienced and well recognized
in the industry. As of September 2003, its total rentable
space of 529,061 square meters (sq.m.) is more
than double the second largest  player.  The
Chirathivat family from the Central Group currently
holds 62% of CPN's shares.  In July 2003, CPN
successfully sold convertible preferred shares to the
Thailand Equity Fund, making the fund the holder of
8.2% of the total number of shares.

In September 2003, rental  and service
income from its shopping centers accounted for
84.8% of total revenue, while food center operations
and office buildings and residential condominiums
contributed 6.3% and 4.3% respectively. In addition
to the diversification of i ts  shopping centers by
location, CPN's diversified customer base is a
positive factor for the ratings. Rental and service
income from the largest tenant was around 7% of
total rental and service income, and the top 10 tenants
contributed roughly 20% of total rental and service
income.  By continuously adding new shopping centers,
CPN has reduced its dependence on the performance of
Central Plaza Ladprao, currently its biggest income
contributor. The overall occupancy rate in September
2003 averaged 94.2%, slightly improved from 93.9%
in December 2002, and continuously better than the
industry average of 93.9% in September 2003. To
stimulate consumer traffic, management uses magnet

attractions,  such as Central  Department Stores,
cinemas, bowling alleys, supermarkets, brand name
shops, and large multipurpose halls.

Rental and service income grew 48.5%
during the first nine months of 2003 from the same
period in 2002 mainly due to the successful openings
of Central Plaza Rama II and Central Airport Plaza
Chiangmai Phase 2B and the acquisition of Central
World Plaza. Operating income before depreciation
and amortization as a percentage of rental and service
income and sales decreased from 54.5% in 2001 to
52.1% in 2002 and to 50.3% in the first nine months of
2003 because of land rental  fee for Central
World Plaza and compensation paid to the State
Railway of Thailand.  However, the ratio is expected
to improve after the renovation and development of
Central World Plaza, its biggest total rentable area
center,  and the center begins to fully generate
income.  CPN's total  debt (including capitalized
annual leases) to capitalization ratio increased from
56% in 2001 to 64.5% in 2002 and 61.3% in September
2003 following the acquisit ion of Central World
Plaza and investments in new projects.  However,
management is expected to continue i ts  prior
financial policy by maintaining its target net debt to
equity ratio of less than one time. Although the
Bt9,000 million investment in Central World Plaza
has recently added more leverage to the company,
this acquisition is regarded as a good strategy for
maintaining its leading position in shopping center
industry.   The redevelopment risk of Central
World Plaza is mitigated by its prime location on the
most popular shopping street together with the
company's successful record of developing
acquired projects.

The recovering economy, the growth of
private consumption, and low interest rates have
been positive for the retail industry by increasing
consumer spending. The government plan to
develop Rama I Road and Sukhumvit Road as
shopping streets also supports retail  shopping
centers.  New zoning regulations, which will limit
the new supply of large scale retail centers, will
benefit existing developers. However, Siam Paragon,
a new luxury shopping complex with total rentable
area of around 210,000 sq.m. and Central World
Plaza are both expected to be completed in 2005,
increasing  competition  in  the  industry.

INDUSTRY
The prospects of the retail property sector

are closely tied to the circumstances of the retail
industry,  whose demand is driven by consumer
spending.  The economic crisis in 1997 and 1998 caused
lower demand from shoppers and a corresponding
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drop in private consumption growth from 5.8% in
1996 to -1.4% in 1997 and -11.5% in 1998.  Developers
were forced to slash rents, create new attractions and
re-categorize merchandise and tenant mixes to keep
tenants, attract shoppers and increase sales.  After
the steep downturn, the retail  industry began to
recover, driven mainly by private consumption which
grew continuously from 4.3% in 1999 to 4.9% in 2002
and to 5.8% in the first nine months of 2003.  GDP
growth of 5.4% in 2002 and 6.3% in the first nine
months of 2003 also supported growth of the retail
industry.  In the second quarter of 2003, private
consumption and GDP growth were partially affected
by the war in Iraq and the SARS outbreak; however,
both events were brought under control in a short
period. Moreover, recent forecasts by the National
Economic and Social Development Board (NESDB)
estimated Thai GDP growth would be 6.3% in 2003
and in the range of 7% to 8% in 2004. Therefore, the
outlook for the retail sector remains favorable due
to the growing domestic economy, low interest
rates  and  improving  household  income.

According to CB Richard Ellis (Thailand)
Co.,  Ltd.,  the total supply of retail  space in the
Bangkok Metropolitan Area (BMA) stood at around
3.92 million sq.m. in September 2003, of which 48%
was shopping centers, 32% department stores and
20% superstores. Total retail space increased slightly
from 3.88 million sq.m. in December 2002 as a result
of expansions in superstores.   Occupancy rates
decreased from 94.5% in 2002 to 93.9% in September
2003.  Average rental rates remained generally the
same in most retail centers, however, the rental rates
vary based on the area occupied, shop location, and
customer traffic.

Competition in the retail industry is high,
especially from superstores,  which have been
aggressively establishing new outlets.  As superstores
are expanding rapidly and since they draw people
away from traditional retailers,  new zoning
regulations governing commercial development in
most cit ies have come into effect.  However,
superstores have created new expansion strategies by
opening smaller scale centers, such as "Tesco Lotus
Express" by Tesco Lotus and "Leader Price" by Big C
in order to keep their market share.  Superstores '
expansion strategies are not the only retailers affected
by the zoning regulations. Shopping centers are also
affected, especially ones with a supermarket area.
However,  current developers who have a large
portfolio of shopping centers will benefit from future
supply  limitation.

Competition is also intense among existing
shopping centers as the centers try to secure new
tenants to lease space. Large developers have an
advantage, because they can offer tenants numerous
locations.  Shopping centers that have good
merchandise mixes, an attractive concept, and create
interesting promotions are able to increase customer
traffic and also attract tenants to lease space.
Competition among retailers is expected to further
intensify particularly on Rama I Road as both Siam
Paragon, a luxury shopping complex with total rentable
area of around 210,000 sq.m., and Central World Plaza
(formerly called the World Trade Center) are expected
to be completed in 2005.  However, the government

intends to develop Bangkok as a fashion city and
introduce a shopping street on the Rama I and Ratcha-
prasong areas,  stretching from the MBK Center
to the Emporium Shopping Complex along the BTS
Skytrain mass transit route.  This plan will also support
the growth of retail shopping centers.

BUSINESS
Central Pattana PLC (CPN) was founded by

the Chirathivat family of the Central  Group in
1980, under the name Central  Plaza Co.,  Ltd.  to
develop and operate the Central  Plaza Ladprao
Shopping Center.  The company was listed on the
Stock Exchange of Thailand in 1995.  The Chirathivat
family currently controls a majority of shares with
Central Holding Co., Ltd. owning 27% and family
members holding 35%.  Central Holding Co., Ltd.,
wholly-owned by Chirathivat family members, is a
holding company engaging in various businesses
such as retail, real estate, hotel, wholesale and food.
In July 2003, CPN completed its capital increase of
35,714,200 shares sold to the Thailand Equity Fund,
which now holds 8.2% of the shares.

The company's main business is the
development and management of shopping centers,
including mixed-use projects, which may incorporate
office and residential space. The mixed-use complex
will  normally stabilize the daily traffic between
weekdays and weekends,  bringing in consistent
revenue. As of September 2003, CPN group operates
nine shopping centers, three office buildings, three
residential condominiums, and seven food centers.  Its
highest income contributing shopping centers are
Central Plaza Ladprao (23%), Central Plaza Pinklao
(14.2%), Central Plaza Rama II (12.7%), and Central
World Plaza (8.9%).

As of September 2003, the company's
shopping centers have a total  gross area of
1,130,464 sq.m.,  with 529,061 sq.m. of rentable
area.  I ts  total  rentable area of shopping plaza
space is more than double the second largest player
in the shopping center industry. Approximately 62%
of rental space is under short-term rental contracts
(mostly three years),while the rest (38%) is under
long-term lease contracts. However, the proportion of
long-term lease contracts is expected to fall in the near
future due to the company's target lease to rent
contract ratio of 20:80 for its new shopping centers.
The higher the short-term contracts proportion, the
more flexibility in rate adjustments, refurbishment and
tenant mix changes. In terms of income generation,
long-term leases contribute 15% of rental  and
service income, while short-term leases account for
85%. The monthly rental fee per square meter of each
unit  can differ depending upon location and the
marketing policy of each shopping center.  The
company intends to increase the proportion of rental
income from revenue sharing contracts,  currently
accounting for 19.2% of total contracts.  Revenue
sharing contracts consist of a minimum rental fee,
which is normally lower than the monthly fixed
payment, and a percentage charge on sales. Therefore,
the company can take full benefit of its investment
in any marketing program and of the growing
retail industry, while the minimum fee partly insures
against downside risk. Due to high competition in the
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market, CPN has increased rental rates for its popular
shopping centers,  while maintaining competit ive
rental  rates  at  its  remaining  shopping  centers.

CPN's overall  asset  quality is  good as a
result of its diversified income producing properties,
good locations,  and strong tenant bases.  Major
anchors include Central Department Store, Major
Cineplex, and MK Restaurants.  The overall
occupancy rate in September 2003 averaged 94.2%,
slightly better than 93.9% in December 2002 and
sti l l  better than the indus t ry  average  o f  93 .9%
in  September  2003.

The company's two newest shopping centers,
Central Plaza Rama II and Central Airport Plaza
Chiangmai Phase 2B were successfully launched
with higher than expected results in both occupancy
rate and daily traffic. To further expand its business,
CPN plans to develop and open at least one new
shopping center per year. Currently, there are three
projects in the pipeline: Central World Plaza, Central
Plaza Rama IX, and Central  Festival  Center  Khon
Kaen.

Central  World Plaza,  formerly known as
World Trade Center, is CPN's largest shopping center.
It  is  located at  the Ratcha-prasong intersection,
the prime retail area of Bangkok, fulfilling CPN's
goal to diversify the locations of i ts  shopping
center properties. This project consists of three parts:
a shopping plaza, an office tower, and a hotel. CPN
plans to invest a total of approximately Bt9,000 million
to renovate and develop the shopping plaza and
office tower, which are expected to be completed
in December 2005 and June 2004 respectively. The
shopping plaza renovation is progressing phase by
phase,  which allows the center to be open and
generating income during the construction period.
CPN plans to construct a Sky Walk along the
BTS station to Central World Plaza, drawing the traffic
from the Skytrain.  The total  rentable area after
renovation will be around 240,000 sq.m., the biggest
center in its portfolio. CPN has signed a Memorandum
of Understanding with Central Plaza Hotel PLC on 3
December 2003 to lease or sublease approximately
2.5 rai of its leasehold land to construct a hotel.

Development of Central  Plaza Rama IX
with around 100,000 sq.m. of rentable area will
start in late 2004, with completion slated for 2006.
The Central Festival Center Khon Kaen project is
in the feasibility study stage. Apart from developing
its own new shopping centers, CPN also considers
expansion through acquisition. The company acquired
Jusco Ratanatibate for Bt650 million in December
2003. Purchasing existing centers is another way to
overcome the limitations of the new zoning regulation.

FINANCE
CPN's financial policy has been moderately

conservative with the target of net debt to equity of
less than one time.  The company's funding policy is
to use long-term secured loans and property funds.
The company currently has lower interest rate risk
due to the higher proportion of fixed interest rate
loans for around 86% of total debt. The amortized
repayment schedule of property funds helps the
company to easily manage cash flow. However,
the unsecured debentureholders' status is reduced by

the  increasing  amount  of  secured  debts.
Rental and service income comprises rental

fees from tenants in shopping centers,  office
buildings and residential  condominiums, which
accounted for 84.8%, 3.6% and 0.7% respectively
of total  revenue during the first  nine months of
2003. Food and beverage income contributed about
6.3% of total revenue. The main income producing
properties were Central  Plaza Ladprao, Central
Plaza Pinklao, and Central Plaza Rama II which
contributed 24.5%, 16.3%, and 12.7% of total revenue
during the first nine months of 2003. However, these
proportions will  decrease as the company adds
new shopping centers and Central World Plaza is
expected to have the highest portion in the
future due to its largest size. CPN's rental and service
income increased 23.6% from Bt2,720 million in 2001
to Bt3,361 million in 2002. The company reported
rental and service income for the first nine months
of 2003 at Bt3,615 million, which was 48.5% higher
than the same period in 2002. The increase in rental
and service income resulted mainly from increased
total  rentable area since opening Central  Plaza
Rama II and Central Airport Plaza Chiangmai Phase
2B as well as acquiring Central World Plaza. Higher
occupancy and higher rental rates in current shopping
centers also drove up rental and service income. Its food
and beverage income also increased 8.3% from Bt230
million in 2001 to Bt249 million in 2002.

Operating income before depreciation and
amortization as a percentage of rental and service
income and sales decreased from 54.5% in 2001 to
52.1% in 2002 and 50.3% in the first nine months of
2003 mainly because of land rental fee for Central
World Plaza and the compensation paid to the State
Railway of Thailand for the Central Plaza Ladprao
project.  The company's pretax return on permanent
capital also decreased from 14.2% in 2001 to 11% in
2002 and to 8.2% (non-annualized) in the first nine
months of 2003.

Ratios for funds from operation to total debt
and EBITDA interest coverage dropped from 19.8% and
5.3 times in 2001 to 11.4% and 4.8 times in 2002, but
recovered to 11.2% (non-annualized) and 5.2 times in the
first nine months of 2003. Total interest bearing debt
increased from Bt5,021 million in 2001 to Bt7,594 million
in 2002 and to Bt8,491 million in September 2003. The
increase came as a result of loans from the newly
issued property funds of Central City Bangna amounting
to Bt1,600 million in March 2003 and Central World
Plaza amounting to Bt1,575 million in June 2003. The
company redeemed Bt900 million in outstanding un-
secured debentures in March 2003. CPN also added
around Bt2,000 million of new capital through a rights
issue in December 2002 and by issuing convertible
preferred shares to the Thailand Equity Fund in July 2003.
Though CPN has raised funds through both debt and
equity, its total debt (including capitalized annual leases)
to capitalization increased from 56% in 2001 to 64.5%
in 2002 and 61.3% in September 2003. CPN's debt burden
increased following its acquisition of Central World
Plaza and investments in new projects. Although the
company's investment plan has added more leverage, this
risk is mitigated by the good locations of its projects
and the company's successful record of developing new
and acquired projects.
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Note: All ratios are operating leased adjusted ratios.
* Consolidated financial statements.
** Based on nine-month performance ending September 2003 (non-annualized).
*** Not including capitalized annual leases.

                     --------------Year-ended 31 December -------------- 
 9/2003            2002            2001     2000        1999 
Rental and service income 3,615 3,361 2,720 2,271 2,002 
Food and beverage sales 254 249 230 350 408 
Gross interest expenses 300 354 280 387 327 
Net income from operations 913 878 732 678 435 
Funds from operation (FFO) 1,348 1,249 1,066 879 766 
Capital expenditures 1,408 6,167 729 418 210 
Cash and short-term investment 3,006 1,273 2,182 2,138 917 
Total assets 23,517 21,373 14,744 11,610 11,115 
Total debt 8,491 7,594 5,021 4,276 3,838 
Shareholders’ equity 7,577 6,039 4,230 3,818 3,655 
Operating income before depre. and amort. as % of rental 
     & service income and sales 

50.3 52.1 54.5 53.3 53.9 

Pretax return on permanent capital (%) 8.2**           11.0            14.2 15.4 12.0 
EBITDA interest coverage (times) 5.2 4.8 5.3 3.9 3.7 
FFO/total debt (%) 11.2**           11.4               19.8 19.0 18.8 
Total debt/capitalization (%) 61.3 64.5 56.0 54.8 52.8 
Total debt/capitalization*** (%) 52.8 55.7 54.3 52.8 51.2 

 

Financial Statistics and Key Financial Ratios*
Unit: Bt million

- All rights reserved -

Rating Symbols  and Definit ions

the highest rating with smallest degree of investment risk, extremely strong
capacity to pay interest and repay principal on time, and
unlikely to be affected by adverse changes in business, economic or
other external conditions.

the debt instrument with very low degree of investment risk, very
strong capacity to pay interest and repay principal on time,  but
somewhat  more susceptible to the adverse changes in business, economic,
or other external conditions than the AAA rated issues.

the debt instrument with low investment risk, strong capacity to pay
interest and repay principal on time, but more susceptible to the
adverse changes in business, economic or other external conditions
than debt in higher rated categories.

the debt instrument with moderate investment risk, moderate
capacity to pay interest and repay  principal on time, but  more  vulnerable
to  adverse changes  in business, economic  or  other  external
conditions which is  likely  to  weaken  the  capacity to pay interest
and repay principal than debt in higher rated categories.

the debt  instrument with high investment risk, less than moderate
capacity to pay interest and repay principal on time, and can be
significantly affected by adverse changes  in  business, economic
or  other external conditions  with  lower  creditors’ protection than
provided  by  higher ratings.

the  debt  instrument  with  very  high  investment risk, low  capacity  to
pay  interest  and repay principal on time. Adverse changes in business,
economic or other external conditions would lead to lack of ability or
willingness to pay interest and repay principal.

the  debt  instrument with  highest  risk  of  default than debt in higher categories,
significant inability to pay interest  and  repay  principal  on  time  and
dependent upon favorable business, economic or other external
conditions in order to meet its obligations.

the debt instrument in which payment is in default.

The ratings from AA to C may be modified by the addition of
a plus (+) or minus (-) sign to show relative standing within a rating
category.

TRIS  Rating does  not  classify  its ratings  into investment
or speculative grades because the local investment community and
related regulatory bodies have  not  specified  this preference.

The ratings assigned by TRIS Rating are local currency
ratings. They reflect the Thai issuers'  ability to service their Thai baht
debt obligations, excluding the risk of convertibility of those baht
payments into foreign currencies.  Therefore, the ratings are
not capped by the (foreign currency) sovereign ceiling of Thailand,
which  are  assigned  by  international  credit   rating   agencies.

         TRIS Rating uses letter rating symbols for announcing credit rating results for long-term debt  instruments.  Ratings range from AAA, the highest
rating, to D, the lowest rating.   The definitions  are:

B

C

D

AAA

AA

A

BBB

BB
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