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Rating Rationale and Key Rating Drivers

CCL Pharmaceuticals (Pvt.) Limited (‘CCL’ or ‘the Company’) is primarily engaged in the manufacturing and marketing of
branded generic pharmaceuticals products. The ratings reflect CCL’s reputable business profile in pharmaceutical industry of
Pakistan with legacy-built 55+ years and exports in 23+ countries. With growth in population and rising health issues, the sector
recorded a revenue of ~PKR 705bIn during CY 22 with aYoY growth of ~14.3% (CY 21: PKR~616bin); while pharmaceutical
manufacturing also grew by ~22.7% YoY. Dependency on imported APIs (basic raw material) is significant, thus sustaining
efficient supply chain is of utmost priority for local manufacturers. However, non-reliance on any single country for imported
APIs provides mitigation against potential disruptions. The Company’s flagship products include brands like Sita Met,
Pulmonol, Maxflow, Paraxyl CR and Tacavir, contributing the highest in revenues. CCL has installed state-of-the-art GMP
compliant manufacturing facility enabling to produce dry powder, liquid orals, solid orals, liquid injectable, and powder
injectable. Substantial CapEx was also made to upgrade manufacturing facility in order to align with PICs & other international
compliances. During review period, the Company acquired PICs compliant plant from a renowned pharmaceutical company to
enhance its overall production capacity. CCL has been accredited as one of the fast-growing pharmaceutical entities among top
25 players in Pakistan following sponsors’ vision to capitalize growth trgjectory. The Company is governed by qualified
professionals having diversified experience at upper-level hierarchy in MNCs and reputed local pharmaceutical setups. CCL is
cognizance of corporate governance structure; reflected by committees formed at board & management level. The oversight role
is played by the stockholders in collaboration with independent advisors on the board. Further, the Company has successfully
adopted a formal group structure and now comes under the umbrella of ‘CCL Holding Pakistan.” The Company recorded
revenue growth of ~30.0% at end Jun’ 23 with adequate profitability matrix. The ratings draw comfort from constant demand of
products and strong market share in Anti-Diabetic, Anti-Depressants & Expectorants. According to IQVIA report, CCL's
ranking improved to 16th on YTD basis. Financial risk profile is demonstrated by reasonable working capital management and
healthy cash flows. The Company’s capital structure is leveraged; primarily encompassed of short-term borrowings. Going
forward, CCL attempts to (a) ramp up its market share with new molecules and through brand acquisitions (b) explore export
destinations by benefiting from PICs and other international compliances.

The ratings are dependent on upheld profits and market share while retaining sufficient cash flows and coverages. Nevertheless,
adherence to maintain its debt metrics at an acceptable level isa prerequisite.
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Legal Structure CCL Pharmaceuticals (Pvt.) Limited (‘the Company’ or ‘CCL Pharma’) is a private limited entity.

Background The Company was founded by Dr. Dilawar Hussain, grandfather of current sponsors, 55+ years ago. However, it was formally incorporated as company on
April 28, 1985 under the Companies Ordinance 1984. Business was taken over by three sons; Mr. Sgjjad Sheikh, Mr. Zubair Sheikh & Mr. Javaid Sheikh. Business is now
in hands of 2nd generation.

Operations The Company is principally engaged in the manufacturing and sale of all sorts of medicines, drugs & allied activities. Manufacturing facility has top of-the-
line machinery and can produce oral solids (tablets, capsules), oral liquids (syrups), dry powder suspensions, liquid injections, & dry powder injections. Company’s
product portfolio is segregated into eleven therapeutic segments.

|Ownership

Ownership Structure Sponsoring family owns the entire shareholding of the Company through CCL Holding Pakistan (a subsidiary of group's parent company named
'Dilsons).

Stability There has been no recent change in the shareholding structure of the Company. Shareholding is expected to remain with the sponsoring family through multi-
layered group entities.

Business Acumen Mr. Kashif Sajjad holds strong profile relating to the pharmaceuticals industry. He is a seasoned professional with over three decades of experience.
Under his leadership, the Company achieved many milestones and became one of the top players in the industry. Other sponsors aso have strong industry-wide
knowledge and extensive experience and holds the power to direct relevant activities of the Company.

Financial Strength Financial Strength of the entity is considered strong. Apart from CCL Pharmaceuticals, sponsoring family has stakes in other group entities which are
CCL Life Sciences, StratHealth Pharma, Dilsons, Dilawar Hussain Foundation, Cozmetica.pk & AMVI Pharm.

Governance

Board Structure The overall control of the Company vests in eight-member board of directors/advisors. Two are executive directors, including the MD & CEO, while
three are non-executive members of the sponsoring family and remaining three are independent advisors.

Members' Profile All the board members carry extensive experience of the pharmaceutical industry, while Mr. Kashif Sgjjad is the board's chairman. He has over three
decades of experience in pharmaceutical operations and international business development. He is the past Chairman of Pakistan Pharmaceutical Manufacturers
Association. Other board members are also thorough professionals and carry experiences of managing business affairsin different sectors.

Board Effectiveness The board has made four committees namely i) Audit Committee, ii) HR Committee, iii) Finance Committee and iv) Operational Review Committee.
During the year, various board meetings were held. Attendance of board members in these meetings remained strong and minutes are documented adequately.

Financial Transparency M/S Rahman Sarfaraz Rahim Igbal Rafiq & Co., Chartered Accountants, classified in category ‘A’ by SBP with satisfactory QCR rating, are the
external auditors of the Company. The firm has expressed an unmodified opinion on the financial statements of CCL Pharmafor year ended June 30, 2023.

M anagement

Organizational Structure The Company has a traditional hierarchical organizationa structure and HODs are directly reportable to the CEO. The organizational structure
is divided into nine functional departments and are led by highly qualified professionals.

Management Team After Dr. Shahzad Khan has left the Company, Mr. Kashif Sheikh is the acting CEO of the Company. He has more than 30 years of experience in
pharmaceutical sector. Heis an Alumni of the Harvard Business School, USA and featured in the 2012 edition of the Top 100 Business Leaders of Pakistan. He is assisted
by ateam of professionals.

Effectiveness The Company has nine management committees namely i) procurement, ii) executive sales & operational planning, iii) business management review, iv)
operational, v) quality control, vi) ERP steering, vii) SSD steering, viii) BMR steering to ensure the effectiveness of management and ix) new product development.

MIS CCL Pharma has implemented Oracle based ERP system (different modules). The system is designed to integrate all areas of a business and generate reports (daily,
weekly, monthly and yearly) pertaining to sales, purchase, inventory and other important areas.

Control Environment CCL Pharma has effective quality control systems. The Company has GMP certification which ensures that the Company has compliant
manufacturing facilities for 22 countries. Further, the Company is in process of BMR to align its manufacturing facility with PICs and other international compliances.
Management committees meeting take place weekly at both levels, i.e., departmental level and higher-level in which matters relating to company are discussed on regular
basis.

Business Risk

Industry Dynamics There are 800+ players in the industry. Healthcare services industry is considerably a low-risk industry in view of limited demand cyclicality.
Healthcare services and medical devices are in high demand in view of supportive demographic trends with ageing population, growth in income levels and continuous
emergence of new diseases. The prices of pharmaceuticals are controlled and regulated by the government.

Relative Position CCL Pharmais a market leader in Neuropsychiatry, Expectorants & Diabetes Management. Three branded products of the Company are market |eader
which are Sita Franchise in anti-diabetics, anti-depressants and natural source calcium followed by three further products which are ranked second in the market, these are
BPH products, expectorant and Xiga franchise in anti-diabetics. The Company holds market share of ~2.0% during review period and ranked 16th on YTD basis under the
IQVIA ranking report. CCL was recognized as one of the fastest growing Companiesin 2021 amongst the top 25 Pharmaceuticals Companies.

Revenues The Company's CAGR from FY 20 to FY 23 was ~30.0%. During FY 23, the sales of the Company clocked at PKR 13,370min. (FY22: PKR 10,288min, FY 21:
PKR 8,183min). Around 15% of the total revenue is export based during FY 23. The top 5 selling products of the Company are Sita Met followed by Pulmonol, Maxflow,
Paraxyl CR and Tacavir.

Margins In FY23, gross margin stood at 45.7% (FY 22: 47.4%, FY 21: 45.5%), reduced mainly due to high material costs (APIs), partially offset by diversified product
mix. Due to significant inflationary impact and increase in operating expenses, operating margins also reduced and clocked at 11.9% in FY23 (FY22: 12.2%). Tota
finance cost has increased from PKR 210miIn in FY22 to PKR 583min in FY23 as a result of increase in borrowings and high interest rates. Accordingly, net margin
reduced to 4.5% during FY 23 (FY 22: ~6.7%).

Sustainability The Company is in process of BMR which will remove the bottlenecks in the exiting operations and will enhance the total production capacity of the
Company. Further, with this BMR, Company will be able to align its manufacturing facility with PICs and other international compliances.

Financial Risk |

Working Capital The Company’s gross working capital days have slightly increased from 75 days in FY22 to 77 days in FY23 (FY21: 78 days, FY20: 92 days) on
account of increase in average days of receivables. Net working capital days have also slightly increased to 61 daysin FY 23 as compared to 58 daysin FY 22.

Coverages The increase in short-term borrowings and total debt book of the Company have led to deteriorated interest coverage (FY23: 1.7x, FY22: 4.7x, FY21: 7.1x).
Further, debt coverage ratio has remained on lower side and stood at 1.1x in FY 23 (FY 22: 1.6x).

Capitalization Total debt of the Company in FY 23 was recorded at PKR~4,036min (FY22: PKR 2,939min, FY21: PKR 1,935min). Out of the total debt, PKR 2,918min
pertained to short term. Equity of the Company stood at PKR~2,835min in FY 23 (FY22: PKR 2,820min, FY21: PKR 2,293mIn). Gearing ratio of the Company stood at
~58.7% in FY23 (FY22: ~51.0%, FY21: ~45.8%). During review period, the Company has increased its share capital as a strategy to utilize unappropriated profits by
issuing bonus shares, thus depicting sponsors’ long-term commitment towards business.

CCL Pharmaceuticals (Pvt.) Limited Oct-23
Rating Report www.PACRA.com
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Financial Summary
PKR min

CCL Pharmaceuticals (Pvt.) Limited
Pharmaceutical

Jun-23

Jun-22

Jun-21

Jun-20

12M

12M

12M

12M

A BALANCE SHEET
Non-Current Assets
Total Assets
Net Assets
Shareholders' Equity

C CASH FLOW STATEMENT
a Free Cash Flows from Operations (FCFO)

D RATIO ANALYSIS
Performance
a Sales Growth (for the period)
Working Capital Management
a Gross Working Capital (Average Days)
b Net Working Capital (Average Days)
¢ Current Ratio (Current Assets / Current Liabilities)
Coverages
a EBITDA / Finance Cost
b FCFO/ Finance Cost+CMLTB+Excess STB
¢ Debt Payback (Total Borrowings+Excess STB) / (FCFO-Finance Cost)
Capital Structure
a Total Borrowings / (Total Borrowings+Shareholders' Equity)

3,859

3,177

2,485

1,053

9,587

7,934

5,614

3,587

2,835

2,820

2,293

989

2,835

2,820

2,293

989

30.0%

71
61
2.3

35
1.1
3.1

58.7%

912

25.7%

75
58
25

8.0
1.6
1.5

51.0%

912

26.7%

78
66
2.7

11.2
1.5
1.7

45.8%

750

536

20.5%

92
81
2.8

32
1.5
1.5

62.8%



Corporate Rating Criteria

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.

Long-term Rating Short-term Rating

Scale Definition Scale Definition
. . . . . i . Al+ The highest capacity for timely repayment.
AAA Highest credit quality. Lowest expectation of credit risk. Indicate exceptionally strong - -
capacity for timely payment of financial commitments Al A strong capacity for timely
repayment.
AA+ A satisfactory capacity for timely
Very high credit quality. Very low expectation of credit risk. Indicate very strong A2 repayment. This may be susceptible to
AA capacity for timely payment of financial commitments. This capacity is not significantly adverse changes in business,
vulnerable to foreseeable events. economic, or financial conditions.
AA- An adequate capacity for timely repayment.
" A3 Such capacity is susceptible to adverse
+

changes in business, economic, or financial
The capacity for timely repayment is more
susceptible to adverse changes in business,
economic, or financial conditions. Liquidity
A- may not be sufficient.
BBB+ Short-term Rating
Good credit quality. Currently a low expectation of credit risk. The capacity for timely Al+ Al A2 A3 Ad

High credit quality. Low expectation of credit risk. The capacity for timely payment of
A financial commitments is considered strong. This capacity may, nevertheless, be

vulnerable to changes in circumstances or in economic conditions. Ad

BBB payment of financial commitments is considered adequate, but adverse changes in AAA :
circumstances and in economic conditions are more likely to impair this capacity. AA+ ]
BBB- AA i
BB+ ] o o . ) L o AA- ! !
Moderate risk. Possibility of credit risk developing. There is a possibility of credit risk At : :
BB developing, particularly as a result of adverse economic or business changes over time; TR = i ;
however, business or financial alternatives may be available to allow financial = i I
commitments to be met. = Al 4 1 .
BB- I BBB+ 1 1
B+ = BBB . o
High credit risk. A limited margin of safety remains against credit risk. Financial § BBB- i
B commitments are currently being met; however, capacity for continued payment is éa BB+ i
contingent upon a sustained, favorable business and economic environment. 3 BB ! !
B- BBl i
ccc i - . o . . B+ i
Very high credit risk. Substantial credit risk “CCC” Default is a real possibility. B i
ce Capacity for meeting financial commitments is solely reliant upon sustained, favorable B |
business or economic developments. “CC” Rating indicates that default of some kind § ]
s . . : : CCcC 1
appears probable. “C” Ratings signal imminent default. ]
C CC 1
. i
D Obligations are currently in default. *The correlation shown is indicative and, in certain

cases, may not hold.

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 is
redeemed, c) the rating
remains suspended for
six months, d) the
entity/issuer defaults.,
or/and e) PACRA finds
it impractical to surveill
the opinion due to lack
of requisite
information.

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

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 period if it is necessitated by any material happening.

Note. This scale is applicable to the following methodology(s):

a) Broker Entity Rating

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

e) Holding Company Rating

f) Independent Power Producer Rating

g) Microfinance Institution Rating

h) Non-Banking Finance Companies Rating

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.




Regulatory and Supplementary Disclosure
(Credit Rating Companies Regul ations,2016)

Rating Team Statements
(1) Rating isjust an opinion about the creditworthiness of the entity and does not constitute 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 I11; 14-3-(x)

2) Conflict of Interest

i. The Rating Team or any of their family members have no interest in thisrating | Chapter 111; 12-2-(j)

ii. PACRA, the anaystsinvolved 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 111; 12-2-(€) & (k)

iii. The analyst is not a substantial shareholder of the customer being rated by PACRA [Annexure F; d-(ii)] Explanation: for the purpose of above clause,
the term “family members’ shall include only those family members who are dependent on the analyst and members of the rating committee

Restrictions

(3) 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 111; 10-(5)

(4) 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 business relationship with the customer | Chapter I11; 10-7-(d)

(5) PACRA does not make proposal's or recommendations regarding the activities of rated entities that could impact a credit rating of entity subject to
rating | Chapter I11; 10-7-(k)

Conduct of Business

(6) PACRA fulfillsits obligationsin afair, efficient, transparent and ethical manner and renders high standards of servicesin performing its functions
and obligations; | Chapter I11; 11-A-(a)

(7) PACRA uses due care in preparation of this Rating Report. Our information has been obtained from sources we consider to be reliable but its
accuracy or completeness is hot guaranteed. PACRA does not, in every instance, independently verifies or validates information received in the rating
process or in preparing this Rating Report | Clause 11-(A)(p).

(8) PACRA prohibits its employees and analysts from soliciting money, gifts or favors from anyone with whom PACRA conducts business | Chapter 111;
11-A-(q)

(9) PACRA ensures before 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 I11; 11-A-(r)

(10) PACRA maintains principal of integrity in seeking rating business | Chapter 111; 11-A-(u)

(11) PACRA promptly investigates, in the event of a 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 111; 11-B-(m)

Independence & Conflict of interest

(12) PACRA receives compensation from the entity being rated or any third party for the rating servicesiit 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 fee mandate - signed with the payer, which can be different from the entity

(13) PACRA does not provide consultancy/advisory services or other servicesto any of its customers or to any of its customers’ associated companies
and associated undertakings that is being rated or has been rated by it during the preceding three years unless it has adequate mechanism in place
ensuring that provision of such services does not lead to a conflict of interest situation with itsrating activities; | Chapter 111; 12-2-(d)

(14) 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; |
Reference Chapter 111; 12-2-(f)

(15) PACRA ensures that the rating assigned to an entity or instrument is not be affected by the existence of a business relationship between PACRA and
the entity or any other party, or the non-existence of such arelationship | Chapter I11; 12-2-(i)

(16) PACRA ensures that the analysts or any of their family members shall not buy or sell or engage in any transaction in any security which falsin the
analyst's area of primary analytical responsibility. This clause shall, however, not be applicable on investment in securities through collective
investment schemes. | Chapter 111; 12-2-(1)

(17) PACRA has established policies and procedure 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 111; 11-B-(g)

Monitoring and review

(18) PACRA monitors al 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 effective manner, after appropriate consultation with the entity/issuer; |
Chapter 111 | 18-(a)

(19) PACRA reviews dl the outstanding ratings on semi-annual basis or as and when required by any creditor or upon the occurrence of such an event
which reguiresto do so; | Chapter |11 | 18-(b)

(20) PACRA initiatesimmediate review of the outstanding rating upon becoming aware of any information that may reasonably be expected to result in
downgrading of the rating; | Chapter 111 | 18-(c)

(21) 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 111 | 18-(d)

Probability of Default

(22) 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, actua transition of rating may not follow the pattern
observed in the past | Chapter 111 | 14-(f-VII)

Proprietary Information

(23) 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
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