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About the Entity

The Company's major shareholding of ~70.04% rests with the individuals, Mr. Bakhtiar Hameed Wain (~59.07%),
Mr. Amir Wain (~10.40%), and Mr. Tanveer Karamat (~0.57%). The remaining stake of ~29.96% is vested with free
float in public/institutions and others. The Company has a seven-member board, inclusive of three independent
members, chaired by Mr. Khalid Hamid Wain.

Rating Rationale

Avanceon Limited (“AVN” or “the Company”) has established itself as a key player in the industrial automation
sector. Since its inception more than two decades ago as a computer reseller, AVN has transformed into a
premier turnkey automation and control solutions provider, driven by sustained operational excellence and
industry acclaim. AVN’s ownership profile leverages its dual role as both a holding company and an operating
entity, comprising five direct subsidiaries and two second-tier affiliates. AVN enhances its value proposition and
expands market reach by offering a comprehensive portfolio of both industrial and digital industrial solutions.
This is further supported by value-added services offered through its subsidiary, Octopus Digital Limited, which
delivers customized KPI-based dashboard systems for real-time performance assessment. These solutions aim to
digitalize clients' manufacturing, supply chain, and financial workflows under the After-Market Support(AMS)
segment. The Company generates revenue from two primary streams: (i) Project Revenue and (i) AMS. In CY24,
Project Revenue contributed approximately PKR 15.0bln out of a total consolidated topline of PKR 16.1bln (CY23:
PKR 17.7bln, 1QCY25: PKR 2.5bln), highlighting its central role in the Company’s business valuation matrix. AMS
represents a subscription-based, recurring revenue stream, offering a steady and predictable contribution.
Project Revenue, on the other hand, is linked to specific contracts and timelines, which can lead to some
fluctuations in revenue recognition. Looking ahead, the Company’s management anticipates substantial growth in
the AMS segment, which is expected to enhance the overall stability and sustainability of the Company’s revenue
profile. The Company serves a diverse customer base across multiple key industries, including oil and gas, water
and wastewater, infrastructure, transportation, food and beverages, sugar and ethanol, as well as chemicals and
fertilizers. During CY24, the Company’s geographic revenue distribution was led by the UAE, contributing 34.8%
of total revenue, followed by Qatar at 29.8%, KSA at 18.1%, and Pakistan at 17.3%. Aligned with Saudi Arabia’s
Vision 2030, the Company expects KSA to emerge as a key growth market over the next five years, particularly
for projects related to the energy and water management sectors. In line with this strategic focus, AVN has
established a new staging and testing facility in Dammam, KSA, to support project execution and enhance
service delivery in the region. The Company’s business strategy is predicated on a low fixed-cost model, wherein
services are billed internationally while operational execution is carried out from Pakistan. This approach has
supported healthy gross margins over the years, 38.8% in 1QCY25, 26.4% in CY24, and 31.5% in CY23. AVN
maintains joint venture partnerships with global leaders in the automation industry, who also serve as key
suppliers for the execution of its projects. These strategic alliances support operational efficiency and RELATED RESEARCH
strengthen the Company’s overall business risk profile. The credit quality metrics of AVN largely remain in a

reasonable range, which supplements its financial risk profile. However, the Company carries a sizeable balance

of intercompany trade receivables, with certain balances aged between one to two years, exerting pressure on

the working capital cycle. As per management representation, these receivables are expected to be gradually

converted into equity. The management of the Company is mindful of achieving the milestone of USD 100mln

sales by 2028.

Key Rating Drivers RATING ANALYST

The ratings are contingent upon the Company’s ability to sustain its growth trajectory in international markets
while ensuring prudent management of associated risks. Volatility in trade receivables remains a key area of
consideration. Financial discipline is considered core to the ratings, with enduring emphasis on maintaining sound
credit quality metrics.

METHODOLOGY
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Legal Structure Avanceon Limited ("AVN" or "the Company) was incorporated in Pakistan on March 26, 2003, as a private limited
Company, which was converted to a public Company on March 31, 2008, under the repealed Companies Ordinance,
1984 (now, Companies Act, 2017). The Company is listed on the Pakistan Stock Exchange Limited.

Background In 2003, the Company successfully implemented its first EMS project following the establishment and acquisition
of Innovative Automation & Engineering (Pvt.) Limited by Engro from Innovative (Pvt.) Limited. Over the years, the
Group gradually expanded its operational scope by entering international markets through the establishment of
wholly owned subsidiaries and strategic partnerships in the Middle East. In 2017, the Company incorporated
Octopus Digital Limited, along with another subsidiary, Avanceon Automation & Control LLC in Qatar. In 2020, the
Company established a wholly owned subsidiary, Avanceon QFZ LLC, under the Companies Regulations of the
Qatar Free Zones Authority (QFZA). In 2021, Avanceon FZE, based in Dubai, UAE, incorporated a wholly owned
subsidiary in Riyadh, Kingdom of Saudi Arabia, under the name Avanceon Saudi for Energy Co., and launched the
"Road to 100" plan. In 2022, the Company executed the acquisition of the Empiric Al Joint Venture Agreement with
Zamil Operations & Maintenance Co. Limited. During 2023, the Company achieved a significant milestone by
recording its highest-ever PO and revenue in the Pakistan region and secured several new, highly lucrative projects
in the Middle East.

Operations The principal activity of AL is to provide industrial automation, process control, and system-integrated solutions to
trade in products of automation and control equipment, and provide the related technical services. The Company
offers a wide range of industrial solutions, including Building Technologies, Process Manufacturing, Truck Loading
Automation Systems (TLAS), SCADA &HMI, ESD & DCS, and Energy Monitoring Systems. Its digital industrial
solutions portfolio includes OT-Cybersecurity, Smart City initiatives, and Industrial Digitization. The Company
maintains a strong presence in the international market through its offices in Dubai (UAE), Doha, and Qatar, serving
the broader Middle East region. In Pakistan, the Company's head office is located at 19 km Multan Road, Lahore,
54500. Regional offices are situated at The Hive, 1st Floor, M.A. Tabba Foundation Building, Girzi Road, Block 9,
Clifton, Karachi, and The Hive, 6th Floor, ISE Towers, Jinnah Avenue, Blue Area, Islamabad.

Ownership Avanceon Limited is the holding Company of a leading industrial automation service provider, Avanceon Group. The

Structure Company's major shareholding of ~70.04% rests with the individuals, Mr. Bakhtiar Hameed Wain (~59.07%), Mr.
Amir Wain (~10.40%), and Mr. Tanveer Karamat (~0.57%). The remaining stake of ~29.96% is vested with free float
in public/institutions and others.

Stability Over the years, the Company’s ownership structure has remained largely unchanged, and this stability is expected
to continue in the foreseeable future, reflecting consistency and long-term commitment from its shareholders.

Business Since its inception in 1984, the Company has evolved into a comprehensive 360-degree solution provider,

Acumen delivering automation, energy management, and maintenance services to leading blue-chip clients across Pakistan
and the Middle East. This growth has been driven by the visionary leadership of its founding sponsors, who have
guided the Company with a clear long-term focus. Despite facing strong competition in the international market,
the Company maintained a steady growth in its financial performance and operations, supported by well-planned
strategic expansions in business.

Financial The Company’s financial strength is underpinned by its Holdco status, operating through seven subsidiaries:

Strength Avanceon Free Zone Establishment, UAE (AFZE); Avanceon Automation & Control W.L.L (AVAC); Avanceon Saudi
Energy Company (AVSEC); Avanceon QFZ LLC (AVQFZ); and Octopus Digital Limited, along with its two
subsidiaries: Empiric Al (Private) Limited and Octopus Digital FZ (ODFZ). On a consolidated basis, the Company
reported a robust equity base of PKR 14.6bln and achieved a topline of PKR 16.1bln, indicative of its strong
operational performance and financial stability.
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Governance

Board Structure The overall control of the board is vested with seven members. The board composition includes three independent
directors, three non-executive directors, one executive and one female director, depicting the essence of a sound
governance framework. The Company's board is chaired by Mr. Khalid Hamid Wain.

Members’ Profile Mr. Khalid Hamid Wain is the Chairman, Co-founding Partner, and Director of Innovative Private Limited. He holds a
degree in Electrical Engineering from the University of Engineering and Technology, Lahore. With over 40 years of
international experience, he specializes in cost engineering, project management, and business strategy. Mr.
Bakhtiar Hameed Wain, the CEO and Founder of the Company, graduated with a Bachelor's degree in Mechanical
Engineering from the University of Engineering and Technology, Lahore. He brings 30 years of professional
experience, including leadership roles at global organizations such as Exxon Chemicals, Fauji Fertilizer, and ICT
Limited. Mr. Amir Wain, Founder and CEO of i2c, possesses 27 years of international experience in the information
technology and payment industries. He earned his degree in Computer Science and Engineering from the
University of Texas. Mr. Tanveer Karamat has over 20 years of experience in selling automation solutions to the oil
and gas sector and has been associated with Avanceon since 2003. He holds a Bachelor's degree in Chemical
Engineering from the University of Pakistan. Mr. Mohammad Shahid Mir graduated with a BA (Hons) in Economics
from the University of Sussex, Brighton, England. He further enhanced his qualifications by becoming a Certified
Credit Risk Professional from American Express Bank. He brings 32 years of extensive experience in corporate and
commercial banking, risk management, credit administration, and trade finance. Mr. Omer Igbal Khan holds a
Bachelor's degree from the London School of Economics and a Master's degree from Oxford University. With 20
years of expertise in consulting and the financial industry, his focus areas include corporate finance and business
strategy. Ms. Faaria Rehman Salahuddin has a distinguished professional career spanning over 26 years. She is an
expert in delivering organizational turnarounds through strategic realignment of business lines. She has worked
with several leading financial institutions, including ANZ Grindlays, Standard Chartered Bank, HBL, and Bank
Alfalah.

Board In line with best corporate governance practices, the Company has established two board committees: the Audit

Effectiveness Committee and the HR & Remuneration Committee, both chaired by Ms. Faaria Rehman Salahuddin. During CY24,
four meetings of the Board of Directors (BOD) were convened, with high attendance by all board members,
reflecting their strong commitment. Key matters discussed included the Company's financial performance,
strategic direction, and progress toward set targets. The minutes of all BOD meetings were formally documented.
Additionally, four meetings each of the Audit Committee and the HR & Remuneration Committee were held during
the year, both demonstrating strong member participation.

Financial The Company has appointed Crowe Hussain Chaudhury & Co., Chartered Accountants, as its external auditors. The

Transparency firm is rated in Category 'A' by the State Bank of Pakistan's panel of auditors, reflecting the Company’s
commitment to high standards of financial transparency. The auditors expressed an ungqualified opinion on the
financial statements of the Company for the period ended December 2024. The Company has an established in-
house internal audit department, with the Audit Committee providing oversight to ensure effective internal controls
and full compliance with financial and regulatory standards.

Organizational The Group has established a robust and well-defined organizational layout to efficiently manage its operations

Structure across multiple regions. At the executive level, Mr. Bakhtiar Hameed Wain serves as the Founder and Chief
Executive Officer (CEQ), providing strategic leadership and overseeing the Company's global direction. Reporting
directly to Mr. Wain are key regional and functional leaders, including Mr. Sarmad Mahmood Qureshi, President -
Middle East & Africa; Mr. Junaid Mushtaq Paracha, President - Southeast Asia; and Mr. Shahid Mir, Chief Financial
and Risk Officer (CHFRO). Each of these executives is responsible for driving performance and ensuring
operational excellence within their respective domains. Mr. Bakhtiar Hameed Wain reports to the Board of
Directors and ensures alignment with the Company’s vision and long-term objectives.

Management Mr. Bakhtiar Hameed Wain, the Founder and Chief Executive Officer (CEO), holds a Bachelor's degree in
Team Mechanical Engineering from the University of Engineering and Technology (UET), Lahore. He brings with him over
30 years of diverse professional experience, having held senior leadership roles at globally recognized
organizations such as Exxon Chemicals, Fauji Fertilizer, and ICT Limited. Mr. Mohammad Shahid Mir, the Chief
Financial and Risk Officer (CHFRO), holds a BA (Hons) in Economics from the University of Sussex, Brighton,
England. He further strengthened his professional credentials by becoming a Certified Credit Risk Professional
through American Express Bank. With 32 years of extensive experience in corporate and commercial banking, risk
management, credit administration, and trade finance, Mr. Mir plays a pivotal role in the Company’s financial
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governance and risk oversight. He is supported by a team of highly skilled and experienced professionals across all
key departments.

Effectiveness AVN’s management team comprises well-qualified and experienced professionals who operate with a high degree
of strategic and operational discretion. Their leadership has been instrumental in driving organizational efficiency,
timely decision-making, and long-term strategic planning. This has positively influenced the Company’s overall
management effectiveness and supported the execution of its growth objectives.

MIS The Company has transitioned from a traditional on-premises infrastructure to a hybrid IT environment, leveraging
Microsoft Azure cloud services. Key business applications are currently operated in a virtualized environment
(VMware/Hyper-V) with clustering and failover capabilities, significantly reducing system downtime and enhancing
disaster recovery (DR) readiness. A comprehensive backup and DR solution has been implemented, utilizing cloud-
based replication and real-time synchronization. Critical systems have been replicated off-site with automated
backup schedules and routine disaster recovery drills to ensure business continuity. The Enterprise Resource
Planning (ERP) platform has been upgraded to streamline core functions, remaining closely aligned with
departmental KPIs to support performance monitoring and strategic decision-making. Customer engagement and
service management have been centralized through a modern Customer Relationship Management (CRM) system.
Additionally, the integration of Power Bl dashboards has enabled real-time analytics and data visualization across
all major departments.

Control A Security Information and Event Management (SIEM) system has been deployed to monitor, analyze, and respond

Environment to security threats in real-time across the entire IT environment. The Company has implemented a comprehensive
cybersecurity framework that includes Next-Generation Antivirus (NGAV), Endpoint Detection and Response (EDR),
and Multi-Factor Authentication (MFA) to ensure data security and compliance with international cybersecurity
standards. Firewalls and routers are equipped with Intrusion Detection and Prevention Systems (IDPS) to further
enhance network protection. Performance reporting is conducted at multiple organizational levels to ensure
transparency and accountability. Departmental Performance Reports are reviewed monthly by the CEO, COO, and
Department Heads. Project Delivery and Resource Utilization Reports are reviewed biweekly by the CEO, PMO, and
Engineering Leads. Sales Pipeline and Revenue Forecasting Reports are reviewed on a weekly/monthly basis by
the CEOQ, Sales Director, and Head of Business Development. Avanceon is a certified member of the select group of
Control System Integrators Association and it is also listed on the Control Engineering Magazine’'s System
Integrator Hall of Fame.

Industry The global technology sector, including hardware, software, services, and telecommunications, recorded research

Dynamics and development (R&D) spending of approximately USD 5.1trn in CY24, reflecting a year-on-year growth of around
14.0%. The sector is projected to grow at an annual rate of approximately 9.8%, with total market size expected to
reach around USD 5.6trn by CY25. Pakistan’s technology sector contributed approximately 1.6% to the national
GDP in FY24, slightly down from 1.7% in the same period last year. The sector’s market size was recorded at around
PKR 1,753bln in FY24, reflecting a robust year-on-year growth of ~32.8%. During 9MFY25, the sector continued its
growth trajectory, registering a YoY increase of ~6.6%. As of FY24, Pakistan’s technology sector comprised over
30,000 IT and IT-enabled Services (ITeS) companies, operating across diverse segments including customized
software development and Business Process Outsourcing (BPO). During the same period, the number of active IT
professionals was estimated at approximately 600,000, while around 25,000 IT graduates entered the workforce
annually, supporting the sector’s human capital base. During 9MFY25, Pakistan’s technology exports reached
approximately USD 2,825 mln, reflecting a significant year-on-year increase of ~23.7% (9MFY24: USD 2,284 mln).
The United States remained the largest export destination, with export earnings amounting to around USD 1,610
mln—up ~37.3% YoY (9MFY24: USD 1,172mln). The United Arab Emirates ranked second, with exports valued at
approximately USD 276mln, registering a robust growth of ~53.3% YoY. The United Kingdom stood as the third
largest market, with export receipts totaling around USD 217 mln, reflecting a modest year-on-year growth of
~3.1%.

Relative Position Avanceon is a leading player in the industrial automation industry, holding a dominant position in the domestic
market. This strong market presence enables the Company to command a significant share of the local industry,
reflecting its established reputation and competitive advantage.

Revenues A predominant portion of the Company's revenue is derived from project revenue across diverse sectors, including
oil & gas, water & wastewater, infrastructure, transportation, food & beverages, sugar & ethanol, and chemicals &
fertilizers. In CY24, the Company reported a consolidated revenue of PKR 16.1bln, compared to PKR 17.7bln in CY23.
From a geographical perspective, the United Arab Emirates and Qatar were the leading revenue contributors with
PKR 5.6bln and PKR 4.8bln. Revenue from Pakistan and the Kingdom of Saudi Arabia was relatively balanced,
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contributing PKR 2.7bln and PKR 2.9bln respectively. The After-Market Support (AMS) segment remains a stable
and recurring revenue stream, managed through the Company’s subsidiary, Octopus Digital Limited. In 1QCY25, the
Company's total turnover was reported at PKR 2.5bln.

Margins In CY24, the Company's business from core operations experienced a slight reduction compared to the same
corresponding period, while the gross profit margin remained stable at 26.4% (CY23: 31.5%). The share of profit
from the joint venture between Avanceon Saudi Energy Company and Zamil Operations and Maintenance Company
stood at PKR 179.5mln CY23: (PKR 110.3mln). Despite relatively lower taxation, the Company's bottom line was
reported a PKR 2.0bln (CY23: PKR 2.6bln), reflecting a marginal decrease at 12.8% (CY23: 14.7%). In 1QCY25, the
Company's gross profit margin and net profit margin clocked at 38.8% and 10.8% respectively.

Sustainability The management remains committed to achieving the milestone of USD 100mln in annual sales by 2028. For 2025,
the Company has an opening project backlog of approximately USD 75mln, complemented by an anticipated order
pipeline of around USD 88mln, reflecting strong business visibility and sustained demand for its services. AVN
maintains joint venture partnerships with global leaders in the automation industry, who also serve as key suppliers
for project execution. Aligned with Saudi Arabia’s Vision 2030, the Company anticipates significant growth
opportunities in the Kingdom, particularly in the energy and water management sectors. To strengthen its regional
presence and operational capacity, AVN has established a staging and testing facility in Dammam, KSA, aimed at
improving project execution and service delivery.

Financial Risk

Working capital The Company meets its working capital requirements through a combination of internal cash generation and short-
term conventional debt. Owing to an elongated trade receivables and payables cycle inherent to its business
model, the Company’s working capital cycle remained elevated in 1QCY25. A significant portion of the outstanding
receivables pertains to group companies, and as per the Company management representation, these receivables
are expected to be gradually converted into equity.

Coverages In 1QCY25, the Company's free cash flows from operations (FCFO) stood at PKR 479mln (CY24: PKR 2.1bln),
indicating an adequate operational performance and limited dependence on external funding sources. The
Company's EBITDA/Finance cost and Core operating coverage clocked at 8.8x (CY24: 12.9x) and 5.1x (CY24: 6.7x),
remaining in a comfortable range. This benefited the Company following a relatively lower debt repayment horizon.

Capitalization The Company has maintained a favorable capital structure with a total leverage ratio of 14.6% (CY24: 15.5%). The
debt profile of the Company is dominated by short-term conventional debt and related party borrowings. The
equity base demonstrated a consistent growth over the past few years reaching PKR 15.0bln in 1QCY25 compared
to PKR 14.6bln supplemented by an unappropriated of PKR 5.5bln (CY24: PKR 5.3bln).
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A.BALANCE SHEET

1. Non-Current Assets 7,004 6,855 6,576 1,712
2. Investments 384 380 123 0
3. Related Party Exposure 0 0 0 0
4. Current Assets 20,156 20,928 19,259 16,647

a. Inventories 437 174 130 67

b. Trade Receivables 5,569 7132 9,237 6,129
5. Total Assets 27,544 28,163 25,958 18,359
6. Current Liabilities 9,461 10,359 10,531 8,064

a. Trade Payables 5,680 6,201 5,310 4,598
7. Borrowings 1,795 1,754 1,589 885
8. Related Party Exposure 779 940 305 34
9. Non-Current Liabilities 460 448 444 289
10. Net Assets 15,049 14,662 13,090 9,088
11. Shareholders' Equity 15,049 14,662 13,090 9,088

B. INCOME STATEMENT

1. Sales 2,521 16,156 17,767 9,538
a. Cost of Good Sold (1,543) (11,896) (12,162) (7,032)
2. Gross Profit 978 4,260 5,606 2,507
a. Operating Expenses (561) (2,489) (2,492) (1,818)
3. Operating Profit 417 1,771 3,113 689
a. Non Operating Income or (Expense) 14 171 1,016 616
4, Profit or (Loss) before Interest and Tax 431 1,942 4,129 1,305
a. Total Finance Cost (147) (448) (409) (223)
b. Taxation (13) 568 (1,110) (155)
6. Net Income Or (Loss) 272 2,061 2,611 927

C.CASH FLOW STATEMENT

a. Free Cash Flows from Operations (FCFO) 479 2,133 4,582 1,223
b. Net Cash from Operating Activities before Working Capital Changes 327 1,692 4,217 1,022
c. Changes in Working Capital (308) (941) (4,612) (834)
1. Net Cash provided by Operating Activities 19 751 (395) 188
2. Net Cash (Used in) or Available From Investing Activities (208) (587) (475) 109
3. Net Cash (Used in) or Available From Financing Activities (44) (539) 654 (262)
4. Net Cash generated or (Used) during the period (233) (375) (216) 35

D. RATIO ANALYSIS

1. Performance

a. Sales Growth (for the period) -37.6% -9.1% 86.3% 34.0%
b. Gross Profit Margin 38.8% 26.4% 31.5% 26.3%
c. Net Profit Margin 10.8% 12.8% 14.7% 9.7%
d. Cash Conversion Efficiency (FCFO adjusted for Working Capital/Sales) 6.8% 7.4% -0.2% 4.1%
e. Return on Equity [ Net Profit Margin * Asset Turnover * (Total Assets/Shareholders' Equity )] 7.3% 14.9% 23.5% 10.2%

2. Working Capital Management

a. Gross Working Capital (Average Days) 241 188 160 237
b. Net Working Capital (Average Days) 26 58 58 61
c. Current Ratio (Current Assets / Current Liabilities) 2.1 2.0 1.8 2.1

3. Coverages

a. EBITDA / Finance Cost 8.8 12.9 20.1 5.6
b. FCFO / Finance Cost+CMLTB+Excess STB 5.1 6.7 12.6 3.9
c. Debt Payback (Total Borrowings+Excess STB) / (FCFO-Finance Cost) 0.7 0.7 0.2 0.3

4, Capital Structure

a. Total Borrowings / (Total Borrowings+Shareholders' Equity) 14.6% 15.5% 12.6% 9.2%
b. Interest or Markup Payable (Days) 0.0 0.0 0.0 0.0
c. Entity Average Borrowing Rate 12.0% 10.0% 16.9% 24.3%
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Credit Rating

Credit rating reflects forward-looking opinion on credit worthiness of underlying entity or instrument; more specifically it covers relative ability to honor
financial obligations. The primary factor being captured on the rating scale is relative likelihood of default.

Scale Long-Term Rating

AAA Highest credit quality. Lowest expectation of credit risk. Indicate exceptionally strong capacity for timely payment of financial commitments

+
AAAA Very high credit quality. Very low expectation of credit risk. Indicate very strong capacity for timely payment of financial commitments. This
AA capacity is not significantly vulnerable to foreseeable events.
A High credit quality. Low expectation of credit risk. The capacity for timely payment of financial commitments is considered strong. This capacity
" may, nevertheless, be vulnerable to changes in circumstances or in economic conditions.
BBB+ . ) . o . . . . . . .
BBB Good credit quality. Currently a low expectation of credit risk. The capacity for timely payment of financial commitments is considered adequate,
BBB but adverse changes in circumstances and in economic conditions are more likely to impair this capacity.
BB+ ' . N . . —_ . : ’ -
BB Moderate risk. Possibility of credit risk developing. There is a possibility of credit risk developing, particularly as a result of adverse economic
BB or business changes over time; however, business or financial alternatives may be available to allow financial commitments to be met.
B High credit risk. A limited margin of safety remains against credit risk. Financial commitments are currently being met; however, capacity for
B continued payment is contingent upon a sustained, favorable business and economic environment.
CCC Very high credit risk. Substantial credit risk “CCC” Default is a real possibility. Capacity for meeting financial commitments is solely reliant upon
cc sustained, favorable business or economic developments. “CC” Rating indicates that default of some kind appears probable. “C” Ratings signal
(& imminent default.
D Obligations are currently in default.

Scale Short-Term Rating

Al+ The highest capacity for timely repayment.

Al A strong capacity for timely repayment.

A2 A satisfactory capacity for timely repayment. This may be susceptible to adverse changes in business, economic, or financial conditions.

A3 An adequate capacity for timely repayment. Such capacity is susceptible to adverse changes in business, economic, or financial conditions.

Ad The capacity for timely repayment is more susceptible to adverse changes in business, economic, or financial conditions. Liquidity may not be
sufficient.

Rating Modifiers | Rating Actions

Outlook (Stable, Positive,
Negative, Developing)
Indicates the potential and
direction of a rating over the
intermediate term in response
to trends in economic and/or
fundamental business /
financial conditions. It is not
necessarily a precursor to a
rating change. ‘Stable’ outlook
means a rating is not likely to
change. ‘Positive’ means it may
be raised. ‘Negative’ means it
may be lowered. Where the
trends have conflicting
elements, the outlook may be

described as ‘Developing’.

Rating Watch
Alerts to the possibility of a
rating change subsequent to,
or, in anticipation of some
material identifiable event with
indeterminable rating
implications. But it does not
mean that a rating change is
inevitable. A watch should be
resolved within foreseeable
future, but may continue if
underlying circumstances are
not settled. Rating watch may
accompany rating outlook of
the respective opinion.

Suspension

It is not possible to
update an opinion due
to lack of requisite
information.  Opinion
should be resumed in
foreseeable future.
However, if this does
not happen within six
(6) months, the rating
should be considered
withdrawn.

Withdrawn

A rating is withdrawn
on a) termination of
rating mandate, b) the
debt instrument s
redeemed, c) the rating
remains suspended for
six months, d) the
entity/issuer defaults.,
or/and e) PACRA finds
it impractical to surveil
the opinion due to lack
of requisite
information.

Harmonization
A change inrating
due to revision in
applicable
methodology or
underlying scale.

period if it is necessitated by any material happening. Rating actions may include "maintain”,

"o

Surveillance. Surveillance on a publicly disseminated rating opinion is carried out on an ongoing basis till it is formally suspended or withdrawn. A
comprehensive surveillance of rating opinion is carried out at least once every six months. However, a rating opinion may be reviewed in the intervening
upgrade", or "downgrade".

methodology(s):

Note: This scale is applicable to the following a) Broker Entity Rating

b) Corporate Rating
c) Debt Instrument Rating
d) Financial Institution Rating

e)
f)
g)
h)

Holding Company Rating
Independent Power Producer Rating
Microfinance Institution Rating
Non-Banking Finance Company

Disclaimer: PACRA has used due care in preparation of this document. Our information has been obtained from sources we consider to be reliable but its
accuracy or completeness is not guaranteed. PACRA shall owe no liability whatsoever to any loss or damage caused by or resulting from any error in such
information. Contents of PACRA documents may be used, with due care and in the right context, with credit to PACRA. Our reports and ratings constitute
opinions, not recommendations to buy or to sell
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1. Rating Team Statements
|. Rating is just an opinion about the creditworthiness of the entity and does not constitute a recommendation to buy, hold, or sell any security of the
entity rated or to buy, hold, or sell the security rated, as the case may be. (Chapter lll; 14-3-(x))
1l. Conflict of Interest
i. The Rating Team or any of their family members have no interest in this rating (Chapter lll; 12-2-(j))
ii. PACRA, the analysts involved in the rating process, and members of its rating committee and their family members do not have any
conflict of interest relating to the rating done by them (Chapter lll; 12-2-(e) & (k))
iii. The analyst is not a substantial shareholder of the customer being rated by PACRA [Annexure F; d-(ii)]
iv. Explanation: for the purpose of the above clause, the term "family members" shall include only those family members who are dependent
on the analyst and members of the rating committee.
2. Restrictions
i. No director, officer, or employee of PACRA communicates the information acquired by him for use for rating purposes to any other person, except
where required under law to do so. (Chapter lll; 10-(5))
ii. PACRA does not disclose or discuss with outside parties or make improper use of the non-public information which has come to its knowledge
during a business relationship with the customer. (Chapter lll; 10-7-(d))
iii. PACRA does not make proposals or recommendations regarding the activities of rated entities that could impact a credit rating of the entity
subject to rating. (Chapter IlI; 10-7-(k))
3. Conduct of Business
i. PACRA fulfills its obligations in a fair, efficient, transparent, and ethical manner and renders high standards of services in performing its functions
and obligations. (Chapter IlI; 11-A-(a))
ii. PACRA uses due care in the preparation of this Rating Report. Our information has been obtained from sources we consider to be reliable, but its
accuracy or completeness is not guaranteed. PACRA does not, in every instance, independently verify or validate information received in the rating
process or in preparing this Rating Report. (Clause 11-(A)(p))
PACRA prohibits its employees and analysts from soliciting money, gifts, or favors from anyone with whom PACRA conducts business. (Chapter llI;
11-A-(q))
iv. PACRA ensures before the commencement of the rating process that an analyst or employee has not had a recent employment or other significant
business or personal relationship with the rated entity that may cause or may be perceived as causing a conflict of interest. (Chapter llI; 11-A-(r))
. PACRA maintains the principle of integrity in seeking rating business. (Chapter IIl; 11-A-(u))
vi. PACRA promptly investigates in the event of misconduct or a breach of the policies, procedures, and controls, and takes appropriate steps to
rectify any weaknesses to prevent any recurrence, along with suitable punitive action against the responsible employee(s). (Chapter lll; 11-B-(m))
4. Independence & Conflict of Interest
i. PACRA receives compensation from the entity being rated or any third party for the rating services it offers. The receipt of this compensation has
no influence on PACRA’s opinions or other analytical processes. In all instances, PACRA is committed to preserving the objectivity, integrity, and
independence of its ratings. Our relationship is governed by two distinct mandates: i) rating mandate - signed with the entity being rated or issuer
of the debt instrument, and ii) fee mandate -signed with the payer, which can be different from the entity.
ii. PACRA does not provide consultancy/advisory services or other services to any of its customers or their associated companies and associated
undertakings that are being rated or have been rated by it during the preceding three years, unless it has an adequate mechanism in place
ensuring that the provision of such services does not lead to a conflict of interest situation with its rating activities. (Chapter IllI; 12-2-(d))
PACRA discloses that no shareholder directly or indirectly holding 10% or more of the share capital of PACRA also holds directly or indirectly 10%
or more of the share capital of the entity which is subject to rating or the entity which issued the instrument subject to rating by PACRA. (Chapter
11; 12-2-(f))
iv. PACRA ensures that the rating assigned to an entity or instrument is not affected by the existence of a business relationship between PACRA and
the entity or any other party, or the non-existence of such a relationship. (Chapter Ill; 12-2-(i))
. PACRA ensures that the analysts or any of their family members shall not buy, sell, or engage in any transaction in any security which falls in the
analyst’s area of primary analytical responsibility. This clause, however, does not apply to investments in securities through collective investment
schemes. (Chapter llI; 12-2-(1))
PACRA has established policies and procedures governing investments and trading in securities by its employees and for monitoring the same to
prevent insider trading, market manipulation, or any other market abuse. (Chapter lll; 11-B-(g))
5. Monitoring and Review
i. PACRA monitors all the outstanding ratings continuously, and any potential change therein due to any event associated with the issuer, the
security arrangement, the industry, etc., is disseminated to the market immediately and in an effective manner after appropriate consultation with
the entity/issuer. (Chapter lll; 17-(a))
ii. PACRA reviews all the outstanding ratings periodically on an annual basis. Provided that public dissemination of annual review and in an instance
of change in rating will be made. (Chapter lll; 17-(b))
iii. PACRA initiates an immediate review of the outstanding rating upon becoming aware of any information that may reasonably be expected to result
in downgrading of the rating. (Chapter Ill; 17-(c))
iv. PACRA engages with the issuer and the debt securities trustee to remain updated on all information pertaining to the rating of the
entity/instrument. (Chapter lll; 17-(d))
6. Probability of Default
i. PACRA's Rating Scale reflects the expectation of credit risk. The highest rating has the lowest relative likelihood of default (i.e., probability).
PACRA's transition studies capture the historical performance behavior of a specific rating notch. Transition behavior of the assigned rating can be
obtained from PACRA's Transition Study available at our website. (www.pacra.com) However, the actual transition of rating may not follow the
pattern observed in the past. (Chapter IlI; 14-3(f)(vii))
7. Proprietary Information
i. All information contained herein is considered proprietary by PACRA. Hence, none of the information in this document can be copied or otherwise
reproduced, stored, or disseminated in whole or in part in any form or by any means whatsoever by any person without PACRA’s prior written
consent.

= <

<

VI.

Jul-25 WWW.pacra.com



