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COMPANY INFORMATION

Incorporated in 2019 External Auditors: Rao & Company Chartered
Accountants

Chairman: Mr. Igbal Ahmed Allawala
Chief Executive Officer: Mr. Asif Allawala

Private Limited Company

Key Shareholders (with stake 5% or more):
Tecno Pack Telecom (Private) Limited — 60%
Transsion Technology Limited — 40%

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

Mzt. Asif Allawala is the
CEO of the Company
since the incorporation.
He is working with
Tecno group since 1998.
He is also a Director
and CEO of other
group companies. He
has secured a Masters of
Business Administration
(MBA) degree from
United States of
America (USA)

Corporate Profile

Transsion Tecno Electronics (Private) Limited (T'TE) 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,
development and designing of mobile phones, telecommunication & electronic goods and
accessories to cater local and international markets. The Company presently is undertaking toll
manufacturing 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 at PECHS Block 6, Karachi.

Ratings placed on ‘Rating Watch — Developing’ status due to plant closure amidst
import restrictions

The revision in outlook is on account of closure of Company’s production plant owing to
ongoing import restrictions which has resulted in shortage of vital raw materials and
components, particularly, semi-knocked down (SKD) mobile kits. As per management, the
Company has channeled the working capital liquidity towards profit bearing deposits, income
from which is being used to partially cover fixed operating costs.

As per management, successful opening of Letters of Credit (LC) and the resumption of plant
operations is contingent of on materialization of the Staff Level Agreement (SLA) with the
IMF. The ratings also take into account the company’s minimal long-term debt and non-
reliance on short-term borrowings as working capital needs are met through customer
advances and trade payables.

During THFY23, the company’s total topline declined by 51.5% on an annualized basis to Rs.
16.9b (FY22: Rs. 69.7b, Rs. 56.7b) owing to lack of raw material availability. However, gross
margin improved to 6.1% (FY22: 1.3%; FY21: 3.4%) as higher costs were passed onto
customers while net margin also increased to 3.4% (FY22: 0.6%; FY21: 1.7%) owing to lower
financing costs and higher other income due to profits from bank deposits. Additionally, the
company’s low debt level and rise in equity base due to internal capital generation resulted in
gearing decreasing to 0.11x (FY22: 0.19x; FY21: 0.24x), however, leverage remained sizeable
at 6.1x (FY22: 2.7x; FY21: 8.62x) owing to high trade payables and advances from customers.

While continuation of plant closure remains a key concern, ratings draw comfort from low-
leveraged balance sheet. VIS will continue to monitor developments pertaining to plant
operations and management of operating expenses.
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RATING SCALE & DEFINITIONS: |S5UES / ISSUERS

Madium to Long-Term

LYY

Highest credit guality; therisk factors are negligibles, being only
slightlymarethanfor risk-free Government of Pakistan's debt.
Ads b AMA-

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

A+ A A

oo credit quality; Protection factors are adequate. Risk fac-
tors may vary with possiblechanges intheecononmy.

BEBE+, BEE, EBBE-

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

BB+, BB, BE-

Obligations deemed likely tobe met. Protection factors are
capable of weakening ifchanges ooour inthesconomy. Overall
quality may mowve up or down freguently within this category.
B+, B, B-

Obligations deemedless likelytobs met. Protectionfactors are
capabls of fluctuating widsly ifchanges coour inthe sconomy.
Overall guality may moveupordown frequently within this
category or into higher or lower rating grade.

oo

Consigerable uncertainty exists towards mesting theobliga-
tions. Protectionfactors arescarce andrisk maybesubstantial.
o

A high default rizk

C

A very high default rizk

Db

Defaulted obligations

Shart-Term

A-1#

Highest certaintyof timelypayment; Short-term liguidity, in-
cluding internal operating factors and /or acoess to altemative
sourcesof funds, isoutstandingandzafety iz just belowrizk
fres Governmentof Pakiztan ' sshort-termobligations.

A1

High certainty of timely payment; Liguidity factors are excel-
l=nt and supported bygood fundamental protection factors.
Rizk factors are minar.

A-2

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

A-3

Satisfactory liguidity and other protection factors gualify enti-
tiss /issues astoinvestment grade. Riskfactors arelargerand
subject tomarevariation. Hevertheless, timely payment is
expected.

B

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

C

Capacity for timely payment of obligations is doubtful.

Rating Wateh: V15 places entities andiz=uwes on “Rating Watch'
whenit deems that thers arsconditions presentthatnecsssitate
re-svaluationoftheassigned rating(z). Refer toowrCriteria for
RatingWatch' fordetails. www. vis.oom. pk fimages/ criteria_watch
pdf

Rating Outleoks: The thres owtlooks Positive’, “Stable" and
‘Hegative’ qualify the potential directionof the a=ignedrating(s ).
Anoutlook is not necessarilya precursorofa mting changs. Refer
toour ‘Criteriafor Rating Duthook’ for details. www . vis.oom.ph/
images/oriteria_outlook. pdf

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

is backedbysomesort offinancial azsets and/ or creditsupport
fromathirdpartytothetransaction. Thesuffix (50, abbreviated
for ‘structuredobligaton’, denotesthattherating hasbesn
achieved ongrounds of the structurs backingthe transaction that
enhanced the oredit guality of thessourities and not on the basis
of the craditquality of the izsuingentty alone.

{bir} Rating: Aswffix (blr}is addedtothe mtingsof a partioular
banking facility obtained by the borrowser from a financial
institution. Thesuffix (blr), abbreviatedfor ‘hanklzanmating”
denotesthat theratingiz basedonthe creditgualityoftheentity
and security structure of the fadlity.

'p' Rating: A “p® rating is assigned to entities, whera the
mianagementhasnot reguested arating, howsver_agreesto
provideinformationalsupport. A°p" mting sshownwitha ‘p®
subscript and i publicly disclosed. |t i not modified by aplus (+)
or a minus [-jsignwhichindicates relativestandingwithinarating
category. Dutlookisnotassignedtotheseratngs. Refertoour
“Policy for PrivateRatings" fordetails. www vis.com.ph images/
policy_ratings. pdf

'S0F Rating: A&n “50'"ratingisassignedwhenVlibelisvesthatthe
rateshas selectivelydefaulted ona specificissusor obligation but
it will continueto mest its payment obligationson other Esues or
obligations in a timely manner.
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Name of Rated Entity Transsion Tecno Eelctronics (Pvt) Limited
Sector Mobile Phones
Type of Relationship Solicited
Purpose of Rating Entity Rating
. : Mo
Rating History Rating Date edium to Short Term Rating Outlook Rating Action
Long Term
RATING TYPE: ENTITY
Rati Jatch —
13-April-23 BBB+ A2 ating Wate Maintained
Developing

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 contlict 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 2023 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

NA

Designation




