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Announcement No. 558                                                           23 July 2008 
 

Khon Kaen Sugar Industry  
Public Company Limited 

Company Rating:                                                                                                                                             A- 
Issue Ratings: 
KSL10NA: Bt1,000 million senior debentures due 2010                                                                                       A-
KSL12NA: Bt500 million senior debentures due 2012                                                                                          A-
Up to Bt2,000 million senior debentures due within 2013                                                                                     A- 
Rating Outlook:                                                                                                                                        Stable

 

Rating History:                               Company Rating                                                   Issue Rating    
         Secured                 Unsecured       
29 Oct 2007                                                    A-                                                       -                                  A- 
24 Nov 2006                                                   A-                                                       -                                  - 

 

Rating Rationale 
         TRIS Rating affirms the company rating of Khon Kaen Sugar Industry PLC (KSL) and the ratings of 
KSL’s existing debentures at “A-”.  At the same time, TRIS Rating assigns the rating of “A-” to KSL’s 
proposed issue of up to Bt2,000 million in senior debentures.  The ratings reflect the company’s long track 
record in the Thai sugar and sugarcane industry, diversification into sugar-related businesses, and a healthy 
balance sheet.  The ratings also take into consideration the company’s exposure to regulatory and operational 
risks of sugar operations in Laos and Cambodia, the volatility of sugarcane supply and sugar prices, and 
regulatory risks in the domestic ethanol market.  

KSL is one of the leading sugar producers in Thailand, established in 1945 by the Chinthammit family 
and associates.  Currently, the Chinthammit family collectively holds 67% of the company’s shares.  The 
company owns and operates four sugar plants in Khon Kaen, Kanchanaburi, and Chonburi provinces, with 
combined cane crushing capacity of 66,000 cane tonnes per day.  The capacity will increase to 78,000 cane 
tonnes per day after a sugar plant is relocated and expanded in 2010.  During the last five years, the KSL Group 
has been able to procure 4-5 million tonnes of sugarcane per year.  The Group’s sugar production averaged 
500,000 tonnes per year over the same period.  For the 2007/2008 production period, the KSL Group was the 4th 
largest sugar producer in Thailand, with a 7.8% market share of sugarcane, following the Mitr Phol Group 
(18.3%), Thai Roong Ruang Group (17.0%) and Thai Ekkalak Group (12.8%).  KSL’s sugar production in the 
2007/2008 crushing period was 606,071 tonnes, up by 14% from the previous year.   

Apart from the sugar business, since 2006, KSL has expanded along the sugar value chain to maximize 
its utilization of sugarcane.  These new businesses include ethanol production and electricity generation. 
In 2007, revenue from the ethanol business accounted for 4% of total sales, down from 9.7% in 2006, as 
government policy no longer pushes the discontinuation of the production and distribution of 95-octane 
gasoline.  After oil prices soared in late 2007, demand for gasohol and ethanol gradually improved and the 
contribution from the ethanol business comprised 7.4% of total sales for the first six months of 2008.  The 
operating income before depreciation and amortization to sales ratio remained relatively stable, ranging from 
13%-17% during the last five years, due partly to the revenue sharing system of Thailand’s sugar and sugarcane 
industry 

Due to constraints on sugarcane supply in Thailand, in 2006, KSL started to invest in sugarcane 
plantations and sugar plants in Laos and Cambodia. The combined investment in these two projects is Bt4,700 
million.  KSL expects to export raw sugar from Laos and Cambodia to the European Union (EU) under the EBA 
(Everything But Arms) scheme in 2009 at prices higher than world market prices.  The political, regulatory, and 
operational risks of running sugar plants in those countries remain concerns. 

In addition to the overseas expansion, KSL plans to expand its sugar business in Kanchanaburi with a 
budget of Bt5,000-5,500 million.   The new projects include the relocation of  an existing sugar plant to Bo Ploy, 
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Kanchanaburi, and expansion of the cane crushing capacity, a new ethanol plant, and a new power plant. The 
projects are scheduled to be completed in 2010 

KSL’s balance sheet has been healthy.  As of April 2008, total debt was Bt6,271 million against  
an equity base of Bt10,026 million.  The total debt to capitalization ratio rose from 26.53% in 2007 to 38.48% 
by the end of April 2008, partly due to the seasonality of working capital requirements during the sugarcane 
crushing period.  The ratio is expected to slightly increase in 2008-2010 during the construction period of the 
sugar mills in Laos and Cambodia and the expansion in Kanchanaburi.   

Sugarcane production volume in Thailand has been very volatile, depending on natural rainfall, 
plantation area, and cane prices relative to competing products.  Sugarcane production in 2007/2008 was high 
at 73.3 million tonnes, due to plentiful water.  Production in the 2008/2009 period is expected to reach the 
same level as the 2007/2008 period.  Despite approximately 60% of KSL’s sugar sales coming from export 
markets, its exposure to export sugar price volatility and Thai baht fluctuations are mitigated by the 70:30 
revenue sharing system.   

 
Rating Outlook 

The “stable” outlook reflects the expectation that KSL will maintain its market position in the Thai sugar 
industry.  Sugarcane plantations and sugar mill projects in Laos and Cambodia are expected to be well 
managed and within budget.  The company is expected to maintain its healthy financial profile during the 
expansion in 2008-2010, which will accommodate the rise in business risks from foreign operations. 

 
 
 
 
 
 
 
 

For subscription information, contact 
TRIS Rating Co., Ltd., Office of the President, Tel: 0-2231-3011 ext 500 

Silom Complex Building, 24th Floor, 191 Silom Road, Bangkok 10500, Thailand, www.trisrating.com 
© Copyr ight  2008,  TRIS Rat ing Co. ,  Ltd.  A l l  r ights  reserved. Any unauthor ized use,  d isc losure,  copying,  republ icat ion,  
fur ther  t ransmission,  d isseminat ion,  red ist r ibut ion or  stor ing for  subsequent  use for  any purpose,  in  whole or  in  part ,  in  
any form or  manner  or  by any means whatsoever,  by any person,  of  the credi t  rat ing reports or  informat ion is  prohib i ted.  
The credi t  rat ing is  not  a statement of  fact  or  a recommendat ion to buy,  sel l  or  hold any debt  inst ruments.  I t  is  an 
expression of  op in ion regarding cred i t  r isks  for  that  instrument  or  part icular  company.  The opin ion expressed in the 
credi t  rat ing does not  represent  investment  or  other  advice and should therefore not  be construed as  such.  Any rat ing 
and informat ion contained in  any report  wr i t ten or  publ ished by TRIS Rat ing has been prepared wi thout  tak ing into 
account  any recip ient 's  part icu lar  f inancia l  needs,  c i rcumstances,  knowledge and object ives.  Therefore,  a  rec ip ient  
should assess the appropr iateness of  such informat ion before mak ing an investment  decis ion based on th is  informat ion.  
Informat ion used for  the rat ing has been obtained by TRIS Rat ing f rom the company and other  sources bel ieved to be 
rel iab le.  Therefore,  TRIS Rat ing does not  guarantee the accuracy,  adequacy,  or  completeness of  any such informat ion 
and wi l l  accept  no l iab i l i t y for  any loss  or  damage ar is ing f rom any inaccuracy,  inadequacy or  incompleteness.  Also,  
TRIS Rat ing is  not  responsible for  any er rors  or  omissions,  the resul t  obtained f rom,  or  any act ions taken in re l iance 
upon such informat ion.  


