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Amount (X
Facilities/Instruments ount ( Rating Action
crore)

Long-term bank facilities 40.00 CARE D; ISSUER NOT Rating moved to ISSUER NOT
COOPERATING* COOPERATING category

Long-term / Short-term bank 250.00 CARE D / CARE D; ISSUER NOT Rating moved to ISSUER NOT

facilities ' COOPERATING* COOPERATING category

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Limited (CARE Ratings) has been seeking information from Hero Electric Vehicles Private Limited (HEVPL) to monitor
the ratings vide e-mail communications dated March 18, 2024, March 15, 2024, March 12, 2024, and March 11, 2024, among
others, and numerous phone calls. However, despite our repeated requests, the company has not provided the requisite
information for monitoring the rating. In line with the extant Securities and Exchange Board of India (SEBI) guidelines, CARE
Ratings has reviewed the ratings based on the best available information, which however, in CARE Ratings’ opinion is not sufficient
to arrive at a fair rating. Ratings on HEVPL's bank facilities will now be denoted as CARE D; ISSUER NOT COOPERATING* due to
non-availability of requisite information.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above ratings.

At the time of last rating review done on August 16, 2023, the following were the rating strengths and weaknesses:

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Timely servicing of debt obligations for minimum continuous 3 months.
e Significant equity infusion or favourable resolution of subsidy claims substantially improving the financial risk profile.
e  Substantial generation of gross cash accruals (GCA) sufficing any operations and/or financial obligations.

Analytical approach: Standalone
Outlook: NA

Detailed description of the key rating drivers:

Key weaknesses

Delay in debt servicing

HEVPL has delayed in servicing its debt obligations. CARE Ratings has taken cognisance of the same and accordingly has taken
the rating action. This also follows the poor liquidity situation prevailing in the company due to continued operating losses and
elongated receivable position.

Dependence on external borrowings due to sizeable pending FAME subsidy claims

Post debarment from FAME scheme (Faster Adoption and Manufacturing of Electric Vehicles), MHI issued notices to HEVPL for
the recovery of amounts wrongly claimed amounting to X133 crore as well as barred HEVPL from receiving any future payments
from the scheme resulting in a build-up of subsidy claims from the Government of around X516 crore as on April 30, 2023,
increased from 62 crore as on March 31, 2022, thus impacting the company’s already stretched liquidity. In FY23, the promoters
infused equity amounting to X50 crore as on April 30, 2023. According to the signed term sheet with its existing investors Oaks
& GII were to infuse around X160 crore by June 2023, of which X44.5 crore has been received as on July 31, 2023. There was
lower-than-expected infusion of equity which has further stretched HEVPL's already stretched liquidity.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Continued operating Losses

Despite a gross margin of 18%-20%, HEVPL is yet to report operating profit due to the high component costs (50% of raw
material cost). According to the latest financial results available, the company’s PBILDT losses expanded from %27.37 crore in
FY22 to %81.85 crore in 9MFY23 (Un-audited).

Key strength

Established market position in the e2W industry in India

HEVPL's early-mover advantage, pan-India distribution network, promoter family expertise, and market reputation make it one of
India’s oldest e2W businesses with a network of 500 dealers and 250 sub-dealers, ie, 750 touch points, across 25 Indian states.
With the current investment, the company’s Ludhiana, Punjab, manufacturing facility's 75,000-unit capacity would rise to 200,000
units. HEVPL sold 53,556 units in FY21, 101,204 in FY22, and 90,000 through January 2023; its market share as of March 2023
stood at around 13%.

Liquidity: Poor

With the continued operating losses and its elongated receivable position (FAME subsidy claims), the company’s liquidity is poor.
This has followed into delaying repayment of its debt obligations as well. HEVPL's free cash and cash equivalents stood at around
%3.9 crore as on July 31, 2023 (total cash and cash equivalents was %21.1 crore) while repayments due in FY24 are around %56
crore for term debt.

In FY23, the promoters have infused around %50 crore as on April 30, 2023. As per the signed term sheet with its existing investors
Oaks & GII were to infuse around X160 crore by June 2023, of which only ¥44.5 crore has been received as on July 31, 2023.
Sustainable timely servicing of its debt obligations would be a key monitorable.

Environment, social, and governance (ESG) risks: NA

Applicable criteria
Policy on Default Recognition
Liquidity Analysis of Non-Financial Sector entities
Policy in respect of non-cooperation by issuers
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Short Term Instruments

About the company and industry

Industry classification

Macro-economic Industry Basic Industry

Indicator

Consumer discretionary Automobile and auto Automobiles 2/3-wheelers
components

HEVPL is a part of the Hero Eco group (comprising HEVPL, Hero Exports [rated ‘CARE A-; Negative/CARE A2+]), and Hero Ecotech
Ltd (rated ‘CARE A-; Negative/CARE A2+'), held by Vijay Munjal, Naveen Munjal, and Gaurav Munjal. The company began
developing EVs more than a decade ago and rolled out its first electric scooter in India in 2007. Its target market is the low and
city-speed segments. It has over 300 employees in India and a manufacturing unit in Ludhiana, with an installed capacity of
70,000 units per annum.
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/pdf/get-rated/CARE%20Ratings%E2%80%99%20criteria%20on%20information%20adequacy%20risk%20and%20issuer%20non-cooperation%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
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https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
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Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) ‘ 9MFY23 (UA)
Total operating income 305.91 841.42 842.61
PBILDT -12.70 -27.37 -81.85
PAT -21.34 -29.96 -73.89
Overall gearing (times) 0.81 0.80 NA
Interest coverage (times) -1.33 -1.63 -ve

A: Audited; UA: Unaudited; Note: ‘these are latest financial results available’

Status of non-cooperation with previous CRA: NA
Any other information: NA

Rating history for last three years: Please refer to Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Date of
Issuance Maturity Size of Rating Assigned
II“:sTri::ifetnhte ISIN (DD- Ri::';gy) Date (DD- the Issue along with Rating
MM- ° MM-YYYY) | (% crore) Outlook
YYYY)
CARE D; ISSUER NOT
Fund-based - LT-Term loan - - 31/03/2025 40.00 COOPERATING*
LT/ST Fund-based/Non-fund- CARE D / CARE D;
based-CC/WCDL/OD/LC/BG ) ) i 50.00 ISSUER NOT
COOPERATING*
LT/ST Fund-based/Non-fund- CARE D / CARE D;
based-CC/WCDL/OD/LC/BG ) ) i 150.00 ISSUER NOT
COOPERATING*
LT/ST Fund-based/Non-fund- CARE D / CARE D;
based-CC/WCDL/OD/LC/BG i i i 20.00 ISSUER NOT
COOPERATING*

*Issuer did not cooperate; based on best available information.
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Annexure-2: Rating history for last three years

Current Ratings

Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the and and
and and . .
Instrt_ll_n_ent/ Ban Amount - _ Rating(s) Rating(s) Rating(s Rating(s
k Facilities Type | Outstandin | Rating X X ) )
assigned assigned . .
g (X crore) in 2023- in 2022- assigned assigned
in 2021- in 2020-
2021
1)CARE
BB+ / CARE
A4+ (RWN)
(27-Dec-22)
2)CARE
1)CARED / | BB+ / CARE
CARE D A4+ (CW
(16-Aug-23) | with
Negative
LT/ST Fund'—: CARE D / CARE ﬁgféﬁf}s’ ;mp"cat'ons
based/Non-fund- D; ISSUER
based- LYS 5000 | NOT g‘ﬁ;:;‘_ (15-Nov-22) | _ )
gC/WCDL/OD/LC/B SOOPERATING 23) 3)CARE BBB
/ CARE A3+
3)CARE (CW with
BB+ / CARE | Negative
A4+ (RWN) | Implications
(07-Apr-23) |)
(12-Oct-22)
4)CARE
BBB; Stable
/ CARE A3+
(30-Aug-22)
1)CARE
BB+ (RWN)
(27-Dec-22)
1)CARE D 2)CARE
(16-Aug-23) | BB+ (CW
with
RED; | e | imptcatons
Fund-based - LT- LT 40.00 ISSUER NOT (11-May- ) ) i
Term loan SOOPERATING 23) (15-Nov-22)
3)CARE 3)CARE BBB
BB+ (RWN) | (CW with
(07-Apr-23) | Negative
Implications
)
(12-Oct-22)
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Rating History

DEICO) Date(s) Date(s) Date(s)
Sr. Name of the and and and_ and_
No InStn_'!n_ent/ Ban Amount - _ Rating(s) Rating(s) Rating(s Rating(s
k Facilities Type | Outstandin | Rating X X ) )
assigned assigned . .
g (X crore) in 2023- in 2022- assigned assigned
2024 2023 in 2021- in 2020-
2022 2021
4)CARE
BBB; Stable
(30-Aug-22)
1)CARE
BB+ / CARE
A4+ (RWN)
(27-Dec-22)
2)CARE
1)CARED/ | BB+ / CARE
CARE D A4+ (CW
(16-Aug-23) | with
Negative
LT/ST Fund- CARE D / CARE ilggﬁs:f’ ;mp"cat'ons
based/Non-fund- D; ISSUER
3 | based- "TT/S 50.00 | NOT (ClAElI\E/IaA; (15-Nov-22) | _ .
gC/WCDL/OD/LC/B SOOPERATING 23) 3)CARE BBB
/ CARE A3+
3)CARE (CW with
BB+ / CARE | Negative
A4+ (RWN) | Implications
(07-Apr-23) |)
(12-Oct-22)
4)CARE
BBB; Stable
/ CARE A3+
(30-Aug-22)
1)CARE
BB+ / CARE
1)CARED / | A4+ (RWN)
CARE D (27-Dec-22)
(16-Aug-23)
2)CARE
LT/ST Fund- CARE D / CARE Z)CAR.E BB; | BB+ / CARE
based/Non-fund- D; ISSUER Negative / A‘.H (cw
LT/S CARE A4 with
4 | based- T 150.00 NOT (11-May- Negative - -
CC/WCDL/OD/LC/B COOPERATING L
G N 23) ;mphcatlons
3)CARE (15-Nov-22)
BB+ / CARE
A4+ (RWN) | 3)CARE BBB
(07-Apr-23) | / CARE A3+
(CW with
Negative
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Rating History

Date(s)
and
Rating(s)
assigned
in 2022-
2023

Date(s)
and
Rating(s
)
assigned
in 2021-
2022

DEICIO))
and
Rating(s
)
assigned
in 2020-
2021

Implications

)
(12-Oct-22)

4)CARE

BBB; Stable
/ CARE A3+
(30-Aug-22)
1)CARE

A4+ (RWN)
(27-Dec-22)

2)CARE
A4+ (CW
with
Negative
Implications
)
Commercial paper- 1)Withdraw | (15-Nov-22)
5 | Commercial paper ST - - n - -
(Standalone) (07-Apr-23) | 3)CARE
A3+ (CW
with
Negative
Implications

)
(12-Oct-22)

4)CARE
A3+
(30-Aug-22)

*Issuer did not cooperate; based on best available information.
LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities: NA

Annexure-4: Complexity level of various instruments rated

Name of the Instrument

Complexity Level

1 Fund-based - LT-Term loan Simple
5 LT/ST Fund-based/Non-fund-based- Simple
CC/WCDL/OD/LC/BG P

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

6| CARE Ratings Ltd.


https://www.careratings.com/bank-rated?Id=6vJ9jqTxKkMLgFkmrF4LXQ==

Press Release

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any

clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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