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Govt recently notified doing away with the incentives given to low-speed lithium battery two-wheelers

EV firms fret over subsidy removal

Shahkar Abidi
a_shahakar@dnaindia.net

Mumbai: India’s electric
two-wheeler manufacturers
are up in arms against the
government’s recent notifi-
cation of doing away with
subsidies to low-speed lithi-
um battery vehicles (speed
to less than 25km/hour),
though the segment ac-
counts for around 95% of
the total sales. Earlier, the
low-speed lithium scooters
received subsidies of up to
Rs 17,800. However, the sub-
sidies will continue for
high-speed vehicles.

The low-speed electric
vehicles, used primarily by
school students, women and
elderly commuters, does not
require registration or driv-
ing license. As a result, the
segment forms a bulk of
total sales of EV 2-wheelers
in major countries includ-
ingthe US, Europe, the Mid-
dle East, China among oth-
ers.

As per the industry esti-
mate, out of a total of
around 55,000 units of elec-
tric two-wheelers sold last
year, around 53,000 vehicles
comprised low speed. And
the abrupt change in the
rule which came into effect
from October 1, will wipe
out the industry, the indus-
try captains said. The min-
istry in a September 27 no-
tification, while extending
the Faster Adoption and
Manufacturing of (Hybrid
&) Electric Vehicles (FAME-
1) scheme for six months,
ordered that subsidies will
be removed for convention-
al batteries (lead batteries)
and unregistered (low-
speed lithium batteries) ve-
hicles starting October 1.

Sohinder Gill, director
general of the lobby group,
Society of Manufacturers
of Electric Vehicles
(SMEV), in a letter written
to heavy industries minis-
ter Anant Geete said that
there has been an oversight
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which led to a drastic nega-
tive impact on the industry.
SMEV counts Mahindra &
Mahindra (M&M), Tata Mo-
tors, Hero Group and Ashok
Leyland as its members.

According to Gill, while
exclusion of lead battery
vehicles is justified (due to
its polluting nature), the de-
cision to prohibit the low-
speed lithium battery vehi-
cles is not justified, at least
for the next few years. How-
ever, exceptions for debar-
ring can be made for metro
cities like Mumbai, Delhi
and others where the slow
movement of vehicles can
create traffic problems.
“Out of the total of 14 com-
panies enrolled for the sub-
sidies, 12 companies are
into low-speed lithium two-
wheelers,” he said.

Ironically, the Ministry
of Road Transport and
Highways (MoRTH) under
the leadership of union
minister Nitin Gadkari is
said to be toying with the
idea of coming with special
registration and licenses
for vehicles to be operated
by school students (age of
16-18 years).

The industry is
still awaiting the
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m Of the 55,000 units of EV two-wheelers sold last
year, around 53,000 vehicles comprised low-speed
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Out of the total of 14 companies enrolled
for the subsidies, 12 companies are into
low-speed lithium two-wheelers

Sohinder Gill, director general of lobby group SMEV

declaration of FAME-2
which is now expected to be
announced in April. FAME-
2 is the second phase of the
incentive scheme being pro-
vided to the consumers of
electric vehicles (EVs) in
India. The first phase,
which is called as FAME-1,
was introduced in

2015 and offered

incentives to hy-

brid and elec-
tricity vehicles
of up to Rs
29,000 for
two-wheel-

ers and Rs

1.381akh for

cars. The new scheme will
have the financial support
of around Rs 5,500 crore and
is expected to last for
around five years.

A recent Icra report
claimed that the battery
cost of EV, accounting for
almost one-third of the total
cost, will remain a key de-
terminant in the rate of ac-
ceptance of EVs globally. In
a significant development,
the cost of lithium-ion EV
battery has fallen to almost
one-fourth to $208/Kwh in
2017 from $800/kwh in 2011.

According to industry
experts, the electric vehi-

cles industry is at a nascent
stage in India. It is less than
1% of the total vehicle sales
but has the potential to
grow over 5% in the next
few years. At present, there
are more than 4 lakh elec-
tric two-wheelers and few
thousand electric cars on
Indian roads.

The industry volumes
have been fluctuating, most-
ly depending on the incen-
tives offered by the govern-
ment, the experts added.
Further;, more than 95%
electric vehicles are low-
speed electric scooters (less
than 25km/hr) that do not
require registration and li-
censes.

Almost all electric scoot-
ers run on lead batteries to
keep the prices low, howev-
er, battery failures and low
life of batteries have be-
come major limiting factors
for sales besides the govern-
ment subsidies.

However, Sridhar V, part-
ner, Grant Thornton India
LLP, said, “The notification
extending subsidies to reg-
istered two-wheeler EVs till
March 2019 is probably done
with the intention of target-
ing the largest volume of
two-wheeler segment.”



