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COMPANY INFORMATION |

External Auditors: Rao & Company Chartered
Accountants
Private Limited Company Chairman: Mr. Igbal Ahmed Allaxyala
Chief Executive Officer: Mr. Asif Allawala
Key Shareholders (with stake 5% or more):
Tecno Pack Telecom (Private) Limited — 60%
Transsion Technology Limited — 40%

Incorporated in 2019

APPLICABLE METHODOLOGY(IES)

VIS Entity Rating Criteria: Corporate Rating Methodology (August 2021)
https://docs.vis.com.pk/docs/CorporateMethodology202108.pdf
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OVERVIEW OF
THE

INSTITUTION

Transsion Tecno Electronics (Pvt) Limited

RATING RATIONALE

Transsion Tecno
Electronics is a private
limited company
incorporated in 2019.
The Company is one of
the leading smartphone
assemblers in Pakistan.
The Company has three
brands in their smart
phones category.

Profile of CEO

Mr. Asif Allawala is the
CEO of the Company
since the incorporation.
He is working with
Tecno group since 1994.
He is also a Director
and CEO of other
group companies. He
has secured a Masters of
Business Administration
(MBA) degtee from
United States of
America (USA)

Transsion Tecno Electronics (Private) Limited (“TTE’ or ‘the Company’) was incorporated in
2019. TTE is a joint venture between Tecno Pack Telecom (Private) Limited (The Holding
Company) and Transsion Technology Limited. The Company’s main area of operations is
manufacturing of Mobile phones to cater local and international markets. The Company
presently is involved in mobile phone assembly for 3 mobile phone brands namely Infinix,
Tecno and Itel in the local market. TTE has 2 factories located at Korangi Industrial Area,
Karachi while its corporate office is located 255A, Block 6, PECHS, Karachi.

Rating Drivers

Assigned rating incorporates strong sponsor profile of TTE

The assigned rating incorporates a strong sponsor profile of TTE’s 2 sponsors, Tecno Pack
Telecom Limited and Transsion Technology Limited (China).

e Tecno Group is comprised of multiple corporate entities, operating five
manufacturing plants with 4000+ group employees. The entities include Tecno Pack
Telecom (Pvt) Ltd, Tecno Auto Glass Ltd (JV with Pak Suzuki Motor Co.),
Transsion Tecno Electronics Pvt Ltd (JV with Transsion Holdings China) and Tecno
Pack Electronics (Pvt) Ltd. The Tecno Group has a combined revenue of Rs. 60b in
2021~22.

e Transsion Technology was founded in 2006 in Hong Kong and is now on 4th in
global smart phone ranking in terms of market share (I1st in Africa & Pakistan, 2nd
in Bangladesh and 4th in India as at 2020). Transsion has registered a Total revenue
of RMB 37.8b (USD 5.7b) in 2020 and a Net Profit of RMB 2.7b (USD 405m).

Ratings incorporate business risk profile of TTE

The assigned rating incorporates TTE’s business risk profile as a mobile phone assembler for
Transsion Technology Limited (China). Business risk profile is diversified, given that the
Company undertakes assembly for 3 different brands. Furthermore TTE’s role is limited to
assembling Smart phones against a fixed commission on every smartphone whereas marketing,
selling and finance cost is paid by Transsion Technology. The contract with Transsion
Technology requires compliance with pre-defined benchmarks and is valid until 2029. Actual
operational performance and conformance with quality standards has remained compliant
with pre-defined benchmarks.

TTE receives advance payment from customers with pre-defined lead times for deliveries.
Semi-Knocked Down (SKD) kits are sent from Transsion factories in China, which are then
assembled at TTE plants in Karachi. TTE’s operational overheads are limited to labor and
fixed overheads of running the assembly plant. Furthermore, as assembly fee per unit is USD-
denominated, the same provides a partial hedge against inflation. TTE’s business risk, as a
mobile phone assembler for Transsion, is viewed as Low to Medium.

Ratings incorporate positive demand dynamics of the sector and dominant market
positioning of Transsion Technology product suite

Transsion Technology has a leading market share of 32.5% (all 3 brands) as of Q42021
followed by Samsung with 30.4%. Given the growth of cellular subscribers in Pakistan,
demand outlook for the sector is considered positive.
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Ratings underpinned by conservative financial risk profile and sound cash flow
coverage indicators

The assigned ratings incorporate a conservative financial risk profile of TTE as reflected by
its debt free balance sheet (barring a small lease liability). TTE’s gearing of 0.15x, as at Dec’21,
is viewed to be on the lower side. Going forward, gearing will continue to decline with the
drop in lease liabilities during the rating horizon. The leverage is elevated, albeit the same is
account of advances from customers, which is fully matched by inventory and advances to
suppliers. As such, credit risk exposure on the balance sheet is considered minimal. The
assigned rating incorporates sound cash flow coverage indicators and conservative debt
projections, going forward.
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ISSUE/ISSUER RATING SCALE & DEFINITIONS A

Madium _to Long-Term
Al

slightlymorethanfor fisk-free Government of Pakistan's debt.
AhE, AL AA-

Highcredit guality; Protectionfactors arestrong. Riskis mod-
est butmay varyslightly fromtimetotime becauseof eco-
nomic conditions.

A+, A A-

Good credit quality; Protection factors are adequate. Risk fac-
tors may vary with possiblechanges in thesconomy .

BEE+, BEE, BEB-

Adeguate credit guality; Protection factors are reasonable and
sufficient. Risk factors are considersd variable if changss coour
in thesaconomy.

BE+, BE, BE-

Obligations deemed likely tobe met. Protection factors are
capable of weakening ifchanges aoour inthesconomy. Overall
quality may move up or down freguentlywithin this category.
B+, B, B-

Obligations deemed less likelytobs met. Protectionfactors are
capable of fluctuating widely ifchanges coour inthe sconomy.
Overall guality may moveupordown frequently within this
category or into higher or lower rating grade.

ooc

Considerable uncertainty exists towards mesting theobliga-
tions. Protectionfactors arescarce andrisk maybesubstantial.
oc

A high default risk

C

A very high default rizk

1]

Diefaulted obligations

Highest oredit guality; therisk factors arensgligible, being only

endix II

RATING SCALE & DEFINITIONS: |S5UES / ISSUERS

Short-Term

A-1#

Highest certaintyof timelypayment; Short-term liguidity, in-
cluding internal opemating factors and /or access to altemative
sourcesof funds, isoutstandingandsafetyis just belowrisk
free Governmentof Pakistan sshort-termobligations.

A1

High certainty of timely payment; Liguidity factors are excel-
lent and supported bygood fundamental protection factors.
Rizk factors are minaor.

A2

Good certaintyoftimelypayment. Liguidityfactors andoom-
pany fundamentals are sound. Access tocapital markets is
good. Rizk factors are small.

A-3

Satisfactory liquidity and other protection factors qualify enti-
tizs /izsues astoinvestment grade. Rizkfactors arelargerand
subject tomaorevariation. Hevertheless, timely payment is
expactad.

B

Speculative investment characteriztics; Liguidity may not be
sufficient to ensure timely payment of obligations.

C

Capacity for timely payment of obligations is doubtful.

Rating Watch: V15 places entities andiz=uwes on “Rating Watch'
whenit deems that there aeconditions presentthatnecsssitate
re-svaluationoftheassigned rating(z). Refer toour Criteria for
Rating Watch' fordetails. www. vis.oom. pk fimages/ criteria_watdh
pdf

Rating Owtlooks: The thres outlooks Positive’, “Stable” and
‘He=gative’ gualify the potential directionof the a=ignedrating(z ).
Anowtlook iz not necessarilya precursorofa mting changs. Refer
toour ‘Criteriafor Rating Duwtlook’ for details. www vis.oom.ph/
imnages fcriteria_outlook_ pdf

{50] Rating: Asuffix (50)iz addedtotheratings of structursd’
sequrities where theservicingof debt and related obligations

iz backed bysomesort of financial asets and/ or creditsupport
fromathird partytothe transaction. Thesuffix (50, abbreviated
for “structuredobligation’, denotes that theratng has been
achisved ongrounds of the structurs backingthe transaction that
enhanced the credit guality of thessourities and not on the basis
af the creditqualityof the izsuingentty alone.

{bir} Rating: Asuffix (blr)is addedtothe mtingsof a particular
banking facility obtained by the borrower from a financial
institution. Thesuffix (blr), abbreviated for ‘bankloanmating”
denotes that theratingis based onthe creditqualityoftheentity
and security structure of the fadlity.

'p' Rating: & “p® rating is assigned toentities, whera the
rmian agementhasnot reguested arating, howsver agreesto
provideinformationalzupport . 4°p" mtingEshownwitha ‘pt
subscript and i publicly disclosed. It i not modified by aplus (+)
or aminus [-)signwhichindicates relativestandingwithinarating
category. Outlookiznotassignedtotheseratings. Refertoour
“Policy for PrivateRatings " for details. www vis.com.ph imagss/
policy_ratings. pdf

‘50X Rating: &n 50" ratingisassigned whenV5belisves thatthe
rateshas selectivelydefaulted ona specificizswsor obligation but
it will continueto mest its payment obligationson other Esues or
obligations in a timely mannear.
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REGULATORY DISCLOSURES Appendix III
Name of Rated Entity Transsion Tecno Electronics (Pvt) Limited
Sector Mobile Phones
Type of Relationship Solicited
Purpose of Rating Entity Rating
Rating History Rating Date I_l\i en(:lffnc:rtrz Short Term OR;tli:ng Rating Action
RATING TYPE: ENTITY
29-Aug-22 BBB+ A-2 Stable Initial
Instrument Structure N/A

Statement by the Rating
Team

VIS, the analysts involved in the rating process and members of its rating committee do
not have any contflict of interest relating to the credit rating(s) mentioned herein. This
rating is an opinion on credit quality only and is not a recommendation to buy or sell
any securities.

Probability of Default

VIS’ ratings opinions express ordinal ranking of risk, from strongest to weakest, within
a universe of credit risk. Ratings are not intended as guarantees of credit quality or as
exact measures of the probability that a particular issuer or particular debt issue will

default.

Disclaimer

Information herein was obtained from soutces believed to be accurate and reliable;
however, VIS does not guarantee the accuracy, adequacy or completeness of any
information and is not responsible for any errors or omissions or for the results obtained
from the use of such information. Copyright 2022 VIS Credit Rating Company Limited.
All rights reserved. Contents may be used by news media with credit to VIS.

Due Diligence Meetings
Conducted

Name Date
Mzr. Aamir Allawala
Mzr. Asif Allawala

Mzr. Jamil Ahmed

Designation
Director
CEO

CFO

June 28, 2022




