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October 06, 2025
Facilities/Instruments Amount (X crore) Rating! Rating Action

Long Term / Short Term Bank Facilities 55.00 CARE BBB-; Stable / CARE A3 Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Ratings assigned to the bank facilities of CLN Energy Limited (CEL) reflect the experienced management team, which has
supported the company’s steady operational growth over last 3 years. Ratings also factor in CEL's comfortable capital structure
following the fund raise of ~X72 crore through Initial Public Offer on the Bombay Stock Exchange (BSE) SME platform, which
significantly enhanced the company’s net worth base and financial flexibility. Ratings also take into cognizance of company’s
diversification into Battery Energy Storage Systems (BESS) which acts as a structural growth driver beyond the core mobility
segment. Ratings also draw comfort from positive industry outlook for electric vehicles, where CEL'’s lithium-ion batteries find key
applications. These strengths are, however, offset by CEL's moderate scale of operations, which constrains bargaining power and
limits operating leverage. Profitability margins have also been volatile, due to input cost pressures and forex related risks. The
company remains exposed to risks arising from high dependence on imported lithium cells and allied components, leaving it
vulnerable to fluctuations in raw material prices and foreign exchange rates. Furthermore, CEL's operations are inherently working
capital intensive, particularly as the company scales up its BESS business.

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

e Improvement in the operational performance of the company as reflected by TOI of more than Rs. 350 crores along with
PBILDT margin of more than 12% on a sustained basis
e Reduction in the working capital Intensity of the company as reflected by Gross Current Asset Days of less than 180 days

Negative factors

e Deterioration in the financial risk profile of the company as reflected by TOL/TNW of more than 2x.
e Deterioration in the operational performance of the company reflected by TOI of less than Rs. 200 crores and PBILDT margin
of less than 10% on a sustained basis

Analytical approach: Standalone
Outlook: Stable

CARE Ratings believes that the entity shall benefit from the experience of its management team along with the diversification of
its customer base.

Detailed description of key rating drivers:

Key strengths

Extensive experience of promoters and management team

The promoter of CEL, Mr. Rajiv Seth and the management, Mr. Sunil Gandhi (CEO & Whole-time Director) and Mr. Manish Shah
(COO & Whole-time Director), have over 25 years of experience each in the energy storage and allied sectors. Their experience,
along with the support of a professional management team in finance, operations, and compliance, has aided the company in
expanding its operations, entering new business segments. CARE expects company to benefit from experience of its promoters
and management team.

Comfortable Financial risk profile

The financial risk profile of the company stood adequate as reflected by an overall gearing remained comfortable at 0.17x as on
March 31, 2025, with borrowings largely confined to working capital lines. The Total Outside Liabilities to Tangible Net Worth
(TOL/TNW) also stood at 1.12x in FY25. CEL's capital structure improved following the successful completion of its IPO in January
2025, which raised gross proceeds of ~X72.3 crore. The funds were largely allocated towards working capital requirements,

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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purchase of machinery, and general corporate purposes, broadly in line with the stated utilisation plan. This equity infusion
resulted in a substantial increase in the company’s net worth to ¥93.96 crore as on March 31, 2025 (PY: X11.84 crore), thereby
strengthening its balance sheet. Going forward, the financial risk of the company is expected to moderate with incremental
working capital borrowings as operations expand.

Diversification into BESS and new growth avenues

CEL has expanded beyond its core Electric Vehicle (EV) battery pack business into Battery Energy Storage Systems (BESS), a
segment supported by increasing renewable energy penetration and the need for grid balancing solutions in India. The company
offers systems ranging from 100 kW to 5 MWh. Importantly, CEL has secured a 3108 crore contract from BSNL, scheduled for
execution in FY26, which underscores its active participation in government-linked projects. This not only provides a significant
revenue stream but also validates CEL’s capabilities in executing large-scale BESS deployments, although BESS projects typically
involve longer working capital cycles and greater execution risks compared to the core business.

India's electric vehicle ecosystem is at a pivotal juncture, showing strong early momentum backed by policy support, expanding
charging infrastructure, and growing consumer awareness. While challenges like high upfront costs, limited charging networks,
and reliance on imported components persist, the coordinated efforts of the government and industry players are paving the way
for steady progress, which augurs well for CEL’s growth prospects, reinforcing its strategic positioning.

Key weaknesses
Moderate scale of operations

CEL's revenue base has expanded at a robust CAGR of ~95% over the past five years, reflecting healthy traction in both EV
battery packs and the newer BESS segment. However, despite this high growth, the absolute scale of operations remains
moderate, with operating income of ¥219.18 crore in FY25 (PY: X132.71 crore). In comparison, larger domestic and global peers
in the battery and energy storage segment operate at a significantly higher turnover, which affords them stronger economies of
scale, cost competitiveness, and greater ability to invest in Research and Development. CEL’'s moderate scale limits its bargaining
power with suppliers, constrains its ability to negotiate favourable terms with its customers, and reduces its financial flexibility in
absorbing industry shocks. Furthermore, the moderate size restricts diversification across geographies and customer segments,
heightening vulnerability to fluctuations in demand from a concentrated set of clients. Going forward, the company’s ability to
scale up revenues meaningfully while maintaining profitability and liquidity will remain a key monitorable for the rating.

Volatile profitability margins

CEL's profitability has exhibited fluctuations over the past five years, influenced by volatility in lithium and allied raw material
prices, forex movements, and competitive pricing pressures. The PBILDT margins of the company have hovered in the range of
5 to 14% over the last five financial years, In FY25, PBILDT and PAT margins declined to 11.53% and 5.90% respectively (PY:
14.08% and 7.08%), driven by higher input costs, adverse currency movements, and increased competitive intensity in both the
EV battery and BESS markets. In addition, the BESS segment, while offering growth potential, typically involves longer gestation
projects and higher execution costs, which can compress margins in the near to medium term. Sustaining stable margins through
effective cost management, improved scale, and better contract structuring will remain critical for credit profile improvement.

Exposure to raw material and forex risks

CEL's raw material profile remains significantly import-dependent, particularly for lithium cells, battery modules, and allied
components sourced from global suppliers. This dependence exposes the company to international commodity price volatility as
well as currency fluctuations. During FY25, CEL reported a net forex loss of X0.81 crore. Additionally, the global lithium supply
chain is concentrated in a few geographies, where mining and refining capacities are limited relative to growing EV demand. This
structural imbalance could keep raw material prices elevated and volatile in the medium term. For CEL, such volatility directly
impacts procurement costs, working capital requirements, and overall profitability. Establishing long-term supply arrangements
and implementing risk-mitigation measures such as hedging will be critical to managing this exposure.

High working capital intensity

The company’s operations are characterised by high working capital requirements, primarily driven by elevated inventory holdings
and elongated receivable cycles. In FY25, Gross Current Asset (GCA) days stood at 285 (PY: 246 days). Inventory levels remained
high at 94 days, with both raw material and finished goods forming significant portions of stock, reflecting the need to maintain
availability of imported components and manage order-based production cycles. Receivable days extended to 82 in FY25 (PY: 68
days). While creditor days improved to 105 (PY: 229), supplier support alone is unlikely to offset the increasing funding needs as
the business scales. Going forward, the expansion of BESS projects, which typically involve longer execution timelines, is expected
to keep working capital intensity elevated.
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Liquidity: Adequate

CEL's liquidity position stood adequate, with expected GCA of approximately 30-32 crores against nil long-term debt obligations.
The company’s operations remain working capital intensive, as reflected in Gross Current Asset (GCA) days of 285 in FY25 (PY:
246 days) and inventory days of 94. However, reliance on external funding has been moderate, with average utilisation of working
capital limits of ¥55.00 crore standing at ~51% during the 12 months ended June 2025. The company reported a current ratio of
1.57x and a quick ratio of 0.95x as on March 31, 2025. The unencumbered cash and bank balance stood modest at X1.80 crore
as on March 31, 2025. Furthermore, the working capital facilities of the company have been enhanced to X115 crore which is
expected to provide additional cushion to support the company’s growing scale of operations

Assumptions/Covenants: Not Applicable

Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Short Term Instruments
Auto Components and Equipments

About the company and industry
Industry classification

Industry Basic industry

Consumer Discretionary Automobile and Auto Components | Auto Components Auto Components & Equipments
CLN Energy Limited, based in Uttar Pradesh, engages in the manufacturing, assembling, and trading of lithium-ion batteries for
both mobile and stationary applications. The company operates a 42,000 sq. ft. manufacturing plant in Noida and a 20,000 sq.
ft. facility in Pune, with a total production capacity of 93 MWH battery units. CEL is currently managed by Mr. Rajiv Seth, Sunil

Gandhi and Mr. Manish Shah.
Brief Financials (X crore) March 31, 2025 (A)

Macroeconomic indicator \ Sector

March 31, 2024 (A)

Total operating income 132.71 219.18
PBILDT 18.70 25.27
PAT 9.40 12.92
Overall gearing (times) 0.00 0.17
Interest coverage (times) 1,907.87 40.02

A: Audited; Note: these are latest available financial results
Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities
Size of the
Issue
(X crore)

Rating Assigned
and Rating
Outlook

Date of
Issuance

Name of the

Coupon Maturity

ISIN
S Rate (%) Date

Instrument

Fund-based - LT/ ST-
Working Capital Limits

CARE BBB-;

>5.00 Stable / CARE A3
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https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Manufacturing_Companies_March_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Financial_Ratios_Non_Financial_Sector_March_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
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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 JY— and and and and
InsFr_u_ment/ Bank Type Outstanding | Rating Rat_lng(s) Rat_lng(s) Rat_lng(s) Rat_lng(s)
Facilities (X crore) assigned assigned assigned | assigned
in 2025- in 2024- in 2023- | in 2022-
2026 2025 2024 2023
Fund-based - LT/ EQEE
1 ST-Working Capital LT/ST 55.00 ! - - - -
Limits Stable /
CARE A3

LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of instruments rated

Complexity Level

1 Fund-based - LT/ ST-Working Capital Limits Simple

Annexure-5: Lender details
‘ To view lender-wise details of bank facilities please click here |

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Senior Director Phone: 91-120-4452000
CARE Ratings Limited E-mail: Rajan.Sukhija@careedge.in
Phone: 912267543444
E-mail: Ankur.sachdeva@careedge.in Abhay Wanchoo

Lead Analyst

CARE Ratings Limited

E-mail: Abhay.Wanchoo@careedge.in

About us:

Established in 1993, CareEdge 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 Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge 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, CareEdge 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. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information, please visit www.careratings.com
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