Fiem Industries Ltd — FY 2025 Annual Report Analysis

Annual Report Analysis (Consolidated)

Source: CRORES. All figures  Crores. Pipeline: v5-Gemini — Wila - W3 - W1b+W2+WZ2F (parallel, notes-
injected) - Merge.

Investor Snapshot

# Analytical Point Sentiment

Fiem is successfully pivoting from a 2W build-to-print model to a high-tech 4W systems provider,
evidenced by landmark order wins from Mercedes-Benz and Mahindra & Mahindra.

Revenue grew 19.41% YoY to [2,423 Cr, underpinned by a high-value product mix where LED lighting
now accounts for 60% of total sales.

Operating profit grew 19.7%, with ROCE improving to 28%, reflecting superior asset sweating of the
(1,104 Cr gross block and efficient capital allocation.

Earnings quality is robust with a CFO/PAT ratio of 1.14, as Cash Flow from Operations ([(233 Cr)
comfortably exceeds Net Profit (C205 Cr).

Customer concentration remains a structural risk, with the top three OEMs (TVS, Honda, Yamaha)
contributing 67.97% of total revenue.

The balance sheet is exceptionally strong and virtually debt-free (D/E 0.02x), maintaining a massive
cash buffer of (298 Cr.

Growth is self-funded, with (130 Cr in Capex for R&D and 4W capacity expansion financed entirely
through internal accruals.

Working capital efficiency showed signs of stress as Trade Receivables grew 25.09%, significantly
outpacing revenue growth and suggesting year-end sales bunching.

Internal controls are marred by a significant forensic red flag, specifically the lack of a database-level
audit trail for administrator access.

Governance posture is improving, highlighted by a 0% salary hike for promoter KMPs despite profit
growth, though RPT lease rents and CSR advances persist.

Margins face external pressure from a net FX outgo of 394 Cr and off-balance sheet risks viaa 84.97
Cr vendor discounting liability.

Investment View: ACCUMULATE; monitor the convergence of receivable growth with revenue and the
scaling of 4W revenue toward a 10% mix by FY27.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Fiem has successfully transitioned from a "build-to-print" 2-wheeler (2W) lighting
supplier to a high-tech electronics and 4-wheeler (4W) partner. The business is now dominated by the
Automotive segment (99.75% of revenue), while the LED Luminaries business has become negligible.

* Revenue Drivers: Growth is primarily driven by "LED-ification,” with LED lighting now commanding ~60% of

automotive lighting revenue (up from 52% in FY24). LED units carry significantly higher Average Selling
Prices (ASPs) than conventional bulbs.



« Industry Position: Fiem maintains an "EV Agnostic" pole position, serving as the sole or primary supplier for
major EV models including the Honda Activa EV, TVS iQube, and Ola Electric.

« Expansion Plans & 4W Inflection Point: FY25 marks a structural shift into the Passenger Vehicle (PV)
segment with orders secured from Mahindra & Mahindra (Bolero and flagship models) and Mercedes-Benz
(Germany) for full LED headlamps.

 Capacity Additions: The company has fully reinstated the Unit-7 (Rai) plant following a 2023 fire. Ongoing
expansion is evidenced by a spike in CWIP to (20 Cr for new production lines.

« Vertical Integration: The opening of the Gurugram Innovation Centre (April 2025) consolidates Mechanical,
Optical, Electronics, and CAE under one roof to reduce "Time-to-Market."

» Geographical Presence: While domestic-heavy, the company is targeting aggressive export growth in
European and Japanese markets via subsidiaries FRT (Italy) and Fiem Japan.

« Cost Drivers: The shift toward electronics increases the importance of in-house SMT (Surface Mount
Technology) lines, allowing for better margin capture on PCBs and Drivers compared to outsourced
components.

2. MANAGEMENT COMMENTARY & OUTLOOK

« Strategic Pivot: Management is explicitly targeting the 4W segment as the next growth engine, emphasizing
"Global Standards" to facilitate entry into high-complexity systems where margins and entry barriers are
higher.

* Growth & Margin Guidance: The focus has shifted toward high-value LED and EV components.
Management aims to expand the "kit value" per vehicle by localizing Hub Motors and Motor Control Units
(MCUSs) beyond lighting and mirrors.

» Operational Agility: Management highlighted the successful maintenance of 100% OEM supply continuity
during the Unit-7 plant recovery, which has strengthened "Customer Stickiness."

« Demand Environment: Commentary indicates a "record sales" environment, though management
acknowledges new threats such as "Rare Earth Minerals" export restrictions from China.

» Supply Chain Strategy: In response to geopolitical risks, management is pursuing further supply chain
localization to de-risk the electronics and motor segments.

* Capital Allocation: Following a 1:1 bonus issue, management has moved to a 300% dividend payout (39%
of PAT), signaling that the business generates sufficient Free Cash Flow to reward shareholders while funding
R&D.

* Long-term Vision: The company is transitioning to a Tier-1 "Systems Provider" rather than a simple
component supplier, supported by the new Gurugram Innovation Centre and EMI/EMC validation labs.

« Partnerships/JdVs: The company exited its Italian JV (Centro Ricerche Fiem Horustech Srl) during the year
to streamline operations, resulting in a minor impairment.

» Management Tone: "Disciplined Ambition." Management has successfully pivoted from a defensive
posture (fire recovery) to an offensive strategy centered on 4W electronics and R&D leadership. The
stabilization of family pay and the hiring of high-caliber professional talent indicates a company preparing for
a much larger scale of operations. The transition from a 2W component maker to a 4W tech partner is now an
"execution in progress."

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in  Crores. Use these numbers directly.



P&L Statement ((JCrores)

Line Item Mar 2025 Mar 2024
Sales - 2,423.00 2,029.00
Sales Growth % 19.41 9.78
Expenses - 2,100.00 1,760.00
Material Cost % - 62.00 61.00
Raw material cost 1,508.00 1,249.00
Change in inventory -6.00 -7.00
Manufacturing Cost % 6.00 7.00
Employee Cost % 14.00 14.00
Other Cost % 5.00 4.00
Operating Profit 322.00 269.00
OPM % 13.00 13.00
Other Income - 20.00 16.00
Exceptional items 3.94 0.15
Other income normal 15.93 15.82
Interest 2.00 3.00
Depreciation 64.00 59.00
Profit before tax 276.00 223.00
Tax % 26.00 26.00
Net Profit - 205.00 166.00
Profit from Associates 0.00 0.00
Exceptional items AT 3.00 0.00
Profit excl Excep 202.00 166.00
Profit for PE 202.00 166.00
Profit for EPS 205.00 166.00
Profit Growth % 22.00 18.00
EPSin Rs 77.86 62.96

Dividend Payout % 39.00 32.00



Balance Sheet ((ICrores)

Line Item Mar 2025 Mar 2024
Equity Capital 26.00 26.00
Reserves 1,012.00 861.00
Borrowings - 22.00 23.00
Long term Borrowings 0.00 0.00
Short term Borrowings 0.00 0.00
Lease Liabilities 22.00 23.00
Other Borrowings 0.00 0.00
Other Liabilities - 363.00 308.00
Trade Payables 231.00 190.00
Advance from Customers 37.00 32.00
Other liability items 96.00 86.00
Total Liabilities 1,424.00 1,218.00
Fixed Assets - 553.00 496.00
Land 54.80 54.80
Building 259.11 241.29
Plant Machinery 671.46 605.86
Equipments 7.46 6.66
Computers 9.97 8.28
Furniture n fittings 56.51 51.35
Vehicles 33.22 27.99
Intangible Assets 0.00 0.00
Other fixed assets 12.01 10.81
Gross Block 1,104.54 1,007.04
Accumulated Depreciation 551.19 511.20
CWIP 20.00 5.00
Investments 0.00 0.00
Other Assets - 850.00 717.00
Inventories 233.00 204.00
Trade receivables 242.00 194.00
Cash Equivalents 298.00 206.00
Loans n Advances 31.00 25.00
Other asset items 45.00 88.00

Total Assets 1,424.00 1,218.00



Cash Flow Statement (CICrores)

Line Item Mar 2025 Mar 2024
Cash from Operating Activity - 233.00 135.00
Profit from operations 313.00 260.00
Receivables -44.00 -52.00
Inventory -29.00 -29.00
Payables 41.00 25.00
Loans Advances 0.00 1.00
Other WC items 20.00 -10.00
Working capital changes -12.00 -65.00
Direct taxes -68.00 -60.00
Cash from Investing Activity - -86.00 -69.00
Fixed assets purchased -130.00 -84.00
Fixed assets sold 28.00 0.00
Investments purchased 0.00 0.00
Investments sold 0.00 0.00
Subsidy received 0.00 0.00
Interest received 16.00 15.00
Investment in group cos 0.00 0.00
Issue of shares on acq 0.00 0.00
Redemp n Canc of Shares 0.00 0.00
Other investing items 0.00 0.00
Cash from Financing Activity - -55.00 -43.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 0.00
Interest paid fin 0.00 -2.00
Dividends paid -53.00 -39.00
Financial liabilities -2.00 -2.00
Other financing items 0.00 0.00
Net Cash Flow 92.00 23.00
Free Cash Flow 132.00 51.00

CFO/OP 94.00 73.00



Key Ratios ([JCrores)

Line Item Mar 2025 Mar 2024
Debtor Days 37.00 35.00
Inventory Days 57.00 60.00
Days Payable 56.00 56.00
Cash Conversion Cycle 37.00 39.00
Working Capital Days 29.00 37.00
ROCE % 28.00 27.00

3.2 Financial Analysis Summary

* Revenue grew by 19.41% to [2,423.00 Cr, almost entirely driven by the Automotive segment (99.75%),
while the LED Luminaries business has become negligible at [0.60 Cr; this growth is closely linked to a
25.09% increase in Trade Receivables on the Balance Sheet, indicating that credit growth is slightly
outpacing sales growth.

* EBITDA margin remained stable at 13.95%, but Other Expenses saw a 104% spike in insurance costs to
[10.09 Cr and a 27.5% jump in selling and distribution expenses to [B4.17 Cr, signaling higher logistics costs
to reach OEM assembly points.

* Employee Cost rose 15.18% to [B34.98 Cr, reflecting capacity expansion and new production lines, which is
further evidenced by the [130.00 Cr Capex in the Cash Flow Statement for additions to Plant Machinery
((671.46 Cr) and Building ([259.11 Cr).

* Net Profit increased 23.49% to [205.00 Cr, supported by a reversal of provision for doubtful debts of [4.54
Cr and an exceptional arbitration gain of [B.75 Cr, resulting in an improved EPS of [77.86.

» Working Capital management was efficient as Inventory Days improved to 57, with Inventory growth
(14.25%) staying well below Revenue growth, helping the Cash Conversion Cycle compress to 37 days.

» CFO surged to [233.00 Cr from [135.00 Cr, representing a high CFOIPAT ratio of 1.14, which indicates
strong earnings quality and actual cash realization from the P&L Statement.

» The company maintains a robust Balance Sheet and is virtually debt-free with zero Short term Borrowings
and Long term Borrowings, carrying only [(22.00 Cr in Lease Liabilities while holding a massive Cash
Equivalents buffer of [(22.00 Cr in Lease Liabilities while holding a massive Cash Equivalents buffer of
[298.00 Cr.

* ROCE improved to 28.00% and ROE reached 19.75%, demonstrating that the company is efficiently
sweating its Fixed Assets (Gross Block of [1,104.54 Cr) to generate superior returns.

* Free Cash Flow of [132.00 Cr was more than sufficient to fund the [53.00 Cr Dividends paid, showing that
the business is entirely self-funding and not dependent on external capital for its [130.00 Cr Capex
requirements.

* A significant off-balance sheet risk exists in the form of a Vendor Discounting Liability of [(84.97 Cr, which,
while facilitating supplier liquidity, represents a contingent credit risk for the company.

« High customer concentration remains a key risk factor, with the top three OEMs (TVS, Honda, Yamaha)
accounting for 67.97% of Revenue, though "sticky" revenue from testing and development charges of [7.69
Cr suggests deep integration with these clients.

« CWIP increased to [20.00 Cr from [5.00 Cr, indicating ongoing expansion projects that are expected to
contribute to future Revenue growth as the company scales its automotive component capacity.



» Other Assets analysis shows a sharp drop in Insurance Claim Recoverable to [5.10 Cr (from [49.14 Cr)
following the fire settlement, while Advances to Suppliers jumped 51% to [22.58 Cr, signaling aggressive
procurement for higher production targets.

* Other Liabilities include Advances from Customers of [87.33 Cr (Contract Liabilities for tooling) and
Statutory Dues of [19.31 Cr, both scaling in line with business volume.

» Other Expenses were impacted by a 104% increase in insurance premiums due to revised asset valuations
post-fire and a 33% jump in office expenses to [B7.36 Cr, reflecting the scale-up of administrative
infrastructure.

 Fiem Industries delivered a year of high-quality growth characterized by a 19.41% Revenue trajectory, a
debt-free Balance Sheet with [298.00 Cr in Cash Equivalents, and a strong CFO of [233.00 Cr that
comfortably funded both aggressive Capex and increased dividends while maintaining a superior 28.00%
ROCE.

3.3 Contingent Liabilities & Commitments

 Vendor Discounting Liability: (84.97 Cr (up from [76.54 Cr). This represents the most significant off-
balance sheet item, where Fiem has recourse risk if vendors default on discounted bills.

* Disputed Indirect Tax Demands: [2.71 Cr (primarily a [1.50 Cr Sales Tax demand in Tamil Nadu). These
are considered immaterial relative to net worth.

« Capital Commitments: [7.09 Cr (net of advances) for ongoing infrastructure and machinery projects.

« Insurance Arbitration: A long-standing dispute was settled during the year, resulting in an exceptional
income of [B.75 Cr.



3.9 Earnings Quality & Forensic Checks



# Check

11

12

PAT vs CFO
trend

Receivables &
channel-stuffing
signal

Revenue timing

Revenue from
related parties %

Inventory vs
revenue growth

Inventory
valuation method
change

Exceptional
items in
operating profit

Depreciation rate
vs useful life

policy

Provision
reversals
boosting PAT

Tax rate
consistency

CWIP age and
stalling projects

Deferred tax
asset recognition

RPT quantum
and trend

Impact

Profit + — high earnings

quality; CFO [233 Cr exceeds

PAT [205 Cr via working
capital efficiency.

Revenue 11 — slight working
capital stretch; receivables +
inventory grew 19.6% vs

sales 19.4%.

Neutral — conservative

recognition; contract liabilities

(advances) increased to

[B7.33 Cr from [B2.44 Cr.

Revenue 11 — high

counterparty risk; top 3 OEM

customers account for
67.97% of sales.

Profit 1 — efficient supply

chain; inventory growth
14.25% remains below
revenue growth 19.41%.

Neutral — consistent
accounting; valuation

maintained at lower of cost or

net realizable value.

Profit 1 — non-recurring gain;
arbitration settlement of [8.75
Cr boosted PBT by 1.4%.

Profit 1 — conservative
charging; accelerated

depreciation (3-15 years)

used for specific plant
machinery.

Profit + — non-cash boost;

reversal of doubtful debt

provision ((4.54 Cr) aided

earnings.

Neutral — tax compliance;
effective tax rate 25.9% aligns
with statutory corporate rates.

Neutral — active expansion;
CWIP increased to (20 Cr

from [b Cr for new lines.

Neutral — low risk; company
is in a net liability position with

no aggressive DTA.

Status

Evidence

PAT [205 Cr, CFO
[233 Cr (FY25).

Receivables (242 Cr
(+25%), Inventory
[233 Cr (+14%).

Advance from
Customers: [B7.33 Cr.

TVS, Honda, Yamaha
= [1,646.59 Cr.

Inventory: [233.48 Cr
vs [204.36 Cr.

No change reported in
FY25.

Exceptional items:
[B.94 Cr (P&L).

Depreciation: [64 Cr;
Gross Block: [1,104
Cr.

Credit impaired
receivables fell to
(5.04 Cr.

Tax %: 26.00; Direct
Taxes Paid: [68 Cr.

CWIP: [20.00 Cr (Mar
2025).

Tax rate consistent at
26%.

Notes Detail

CFO/PAT ratio > 1.0 indicates
strong cash conversion of
accounting profits.

Note 37: Receivables growth
(25.09%) outpaced revenue

growth (19.41%), suggesting
year-end sales bunching.

Note 1(J): Revenue recognized
at point in time; no significant
contract assets reported.

Note 26 & 41: 99.75% revenue
from Automotive segment;
extreme dependency on three
major OEMs.

Note 15: Raw materials ([176.28
Cr) drive inventory; turnover
remains healthy relative to scale.

Note 1: Standard cost method
used for valuation; consistent
with prior years.

Note 32: Settlement of long-
standing insurance claim via
arbitration provided one-time
income.

Note 1(E): SLM used, but shorter
lives for high-wear automotive
tooling indicate prudent
accounting.

Note 37: Reversal of ECL
provision suggests conservative
initial estimates or improved
collections.

P&L tax ([¥1 Cr) and Cash tax
(088 Cr) are closely aligned,
showing no aggressive deferrals.

Note 32: Employee cost rise
(15%) supports the
commissioning of new production
capacities.

Note 1: Deferred tax recognized
on timing differences; no
evidence of over-recognition.

Note 42: Transactions with
promoters (Aanchal & Rahul



# Check Impact Status Evidence Notes Detail

Profit | — recurring cash KMP Remuneration: . ) .
Jain) for business premises are
outflow; lease rents of [(2.41 [15.77 Cr; Lease recurrin
. . urring.
Cr paid to promoter-directors. Rent: [2.41 Cr. ¢

Neutral — sustainable - .
Dividend payout of 39% is

Dividend paid vs payouts; [53 Cr dividend well- FCF: (132 Cr; .
O . supported by strong organic cash
FCF adequacy covered by [132 Cr Free Dividends: [53 Cr. .
generation and zero debt.
Cash Flow.

Neutral — technical non- .
, ) ; L . Internal control weakness; risk of
Audit Trail compliance; audit trail feature Auditor's Report (Note ]
) ad undetected manual overrides,
Compliance not enabled for database/ 54). )
though no tampering was found.

admin access.

Profit 11 — governance risk; Use of promoter foundation for
RPT Asset [B.85 Cr advanced to capital asset creation (Skill
16 O Note 42 / p.71. ) L
Advance promoter-controlled Centre) requires monitoring for
foundation for land. title.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified Opinion. * KAM 1: Revenue Recognition:
Auditor focused on the risk of incorrect cut-off and measurement of rebates/discounts. Management tested IT
controls and sampled contracts for price adjustments and delivery terms to ensure compliance with Ind AS 115. *
KAM 2: Uncertain Tax Positions: Significant judgment required for disputed indirect tax matters ([2.71 Cr).
Auditor evaluated legal precedents and management assumptions for these disputes (Note 32). * Audit Trail
(Note 54): Feature not enabled for database and administrative access. The auditor noted no instances of
tampering but highlighted this technical non-compliance as a control weakness (p.192). Statutory Audit fees are
aligned with company complexity; however, the lack of database-level audit trail suggests a need for enhanced
IT audit oversight.

B. Related Party Transactions | Party | Relationship | Nature | Amount (CICr) | Concern | |:---|:---|:=--|:=--|:=--| |
Promoter Group | Promoters | Dividends Paid | 31.04 Cr | Standard cash return to majority owners. | | Jain
Family KMPs | Management | Remuneration | 6.24 Cr | Aggregate pay for 4 family members; growth is stable
YoY. | | Aanchal / Rahul Jain | KMPs/Promoters | Lease Rent | 2.41 Cr | Value Leakage: Recurring payment
for business premises to promoters (p.220). | | Fiem Foundation | Promoter Entity | CSR Contribution | 3.85 Cr
| Governance Risk: Significant advance for land purchase; requires monitoring for asset title (p.71). |

RPT Risk Checks: * % of Revenue: 0.91% (Clean [) * % of CFO: 9.45% (Monitor [J) * Land Purchase
Advance: [B.85 Cr advanced to Fiem Foundation for a "Skill & Training Centre" land purchase. While for CSR,
the use of a promoter-controlled foundation for capital asset creation warrants oversight.

C. Shareholding | Shareholder Category | Mar 2025 (%) | Mar 2024 (%) | |:---|---:|---:| | Promoters | 58.96 | 66.56
| | Public | 41.04 | 33.44 | * Pledged Shares: 0.00% of promoter holding. * Note: Promoter holding saw a
significant reduction from 66.56% to 58.96% during the year.

D. Board Composition + KMP Compensation * Total Directors: 14 | Independent %: 50% (7/14) | Women
Directors: 4. * Family Compensation: The Jain family draws an aggregate of [6.24 Cr. * YoY Growth: Total
KMP compensation ([15.47 Cr) grew by 7.26%, significantly lagging the 19.70% growth in Operating Profit. *
Revenue Correlation: Professional CEO Vineet Sahni is the highest-paid (CB.59 Cr), signaling a shift toward
professional management.

F. Capital Allocation & Capex | Action | FY Current (JCr) | FY Prior (JCr) | % of CFO | Signal | |:---|:-=-|:-=-|:-=-]:--]
| Dividends | 53.00 Cr | 39.00 Cr | 22.75% | Positive | | Capex | 130.00 Cr | 84.00 Cr | 55.79% | Growth | |



Working Capital Inv. | 12.00 Cr | 65.00 Cr | 5.15% | Improvement | | Interest Payments | 0.00 Cr | 2.00 Cr |
0.00% | Debt-Free | | Asset Sales | 28.00 Cr | 0.00 Cr | 12.02% | Liquidity |

CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio of 1.79x indicates the company is comfortably
self-funding expansion. * Nature of Capex: Significant investment in Electronics R&D and Innovation Centre
in Gurugram and an EMI/EMC validation lab. * Deployment Efficiency: Capex increased 54.7% YoY,
supporting a 19.4% revenue growth; focus is on high-value LED and EV components. * Key Takeaways: The
shift toward in-house SMT lines reduces dependency on external vendors and protects IP.

H. Risks * Customer Concentration: Top 3 OEMs (TVS, Honda, Yamaha) = 67.97% of revenue. Loss of one
contract could hit topline by >15%. ((0High) * Audit Trail Gap: No audit trail for database/admin access. Risk of
undetected manual financial overrides. (OHigh) * Vendor Discounting: Off-balance sheet liability of [84.97 Cr.
Recourse risk to Fiem if vendors default. (OMedium) * Forex Exposure: Net FX outgo of [(B94.39 Cr. Unhedged
imports could compress margins if INR depreciates. (Medium) * EV Transition: Shift to Electric 2-Wheelers.
Opportunity to supply 28 EV OEMSs, but requires high R&D spend. (CLow)

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

AW entry (Mercedes/M&M);  Strong pivot from 2W build-to-print to high-tech

Business Quality 4 1 . .
60% LED mix 4W systems provider.
. . D/E 0.02x; Cash [298 Cr; Exceptional debt-free balance sheet with
Financial Health 5) - A .
CFO > PAT massive liquidity and cash generation.
. ) CFO/PAT 1.14; SLM High cash conversion of profits, though slightly
Earnings Quality 4 1 . o
Depreciation marred by audit trail gaps.
Management & 3 , 0% family pay hike; 50% Improving posture with family pay restraint, but
Governance Ind. Board RPT lease rents and CSR advances remain.
Capital Allocation & 5 X ROCE 28%; Capex from Disciplined reinvestment in R&D and 4W
Earnings Visibility CFO; 4W order book capacity with superior return profile.

BUSINESS POSITIVES (for this company this year) * OStructural Pivot: Secured 4W orders from
Mercedes-Benz (Germany) and Mahindra & Mahindra, de-risking the 2W-heavy model. * [(0Strong Cash
Generation: CFO of [233 Cr comfortably exceeds PAT of (205 Cr, indicating high-quality earnings. * ODebt-
Free Growth: Funded (130 Cr Capex entirely through internal accruals while maintaining (298 Cr in cash. * [
Superior Returns: ROCE improved to 28%, demonstrating efficient asset sweating and high-value product mix
(60% LED). * DGovernance Restraint: Promoters took a 0% salary hike despite a 19.7% growth in operating
profit.

BUSINESS NEGATIVES | CONCERNS (for this company this year) * [lCustomer Concentration: Top 3
OEMs (TVS, Honda, Yamaha) account for 67.97% of revenue, creating high counterparty risk. * DAudit Trail
Weakness: Lack of database-level audit trail (Note 54) is a significant internal control and forensic red flag. * O
Working Capital Stretch: Trade Receivables grew 25.09%, outpacing revenue growth of 19.41%, suggesting
year-end sales bunching. * D Off-Balance Sheet Risk: Vendor Discounting Liability of (84.97 Cr represents a
contingent credit risk. * ORPT Value Leakage: Recurring lease rents of [2.41 Cr to promoters and a [3.85 Cr
CSR advance to a family foundation.

OVERALL SCORECARD SUMMARY Fiem Industries is in a state of high-quality transition, characterized by
exceptional financial strength and a debt-free balance sheet. The company’s earnings quality is robust, with



cash flows consistently exceeding accounting profits, and capital allocation is disciplined, focusing on high-
ROCE R&D and 4W expansion. While governance is on an improving trajectory through professionalization and
pay restraint, persistent RPTs and IT control gaps (audit trail) remain the primary areas for diligence. Overall, the
business is on a strongly improving trajectory as it evolves from a component maker to a global tech partner.

Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? O Unqualified opinion issued for FY25.
2 Promoter pledge = 0? O 0.00% of promoter holding is pledged.
Total KMP pay ((15.77 Cr) is ~7.7% of
3 KMP pay < 5% of PAT? O
PAT.
RPT quantum < 5% of
4 O RPTs are 0.91% of revenue.
revenue?
5 Board > 50% independent? O 7 out of 14 directors are independent.
6 At least 1 woman director? O 4 women directors on the board.

No statutory dues - .
7 ) O No significant undisputed dues reported.
outstanding?

No instances of fraud reported by

8 No fraud reported? O .
auditors.
o Not enabled for database/admin access
9 Audit trail enabled? ad
(Note 54).
10 Frequent Auditor change O No frequent changes noted.

Final line: "Total: 8/10 [0— Governance
Rating: 4"

Part C: Investor Verdict

THESIS: Fiem is a debt-free, high-ROCE play on the "LED-ification” of the Indian auto sector, now successfully
breaking into the high-margin global 4W PV segment.

OVERALL STANCE: ACCUMULATE

RATIONALE: Strong cash flow generation and technical validation from Mercedes/M&M outweigh customer
concentration and minor governance gaps. RE-EVALUATE WHEN: EBITDA margins drop below 11% or if 4W
revenue fails to reach 10% of the mix by FY27. BULL CASE: Rapid scale-up in 4W segment and Hub Motor
localization drives EBITDA margins toward 15%-+. BEAR CASE: Loss of a major 2W OEM contract (TVS/Honda)
or significant margin compression due to unhedged forex/rare earth costs. KEY MONITORABLE: Trade
Receivables Growth: 25.09% - Watch for convergence with Revenue growth.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /
Theme

Summary A Status

Focused on fire recovery

Summary B Status

Focused on high-tech 4W

Forensic Takeaway

The company has shifted from defensive

Capital . . expansion and R&D capacity restoration to aggressive, self-
. (Unit-7) and achieving debt-free ) o e .
Allocation . (Gurugram Centre) with [130 funded vertical integration in electronics
status with (B4 Cr Capex. )
Cr Capex. and the passenger vehicle segment.
Despite a higher-value LED product mix,
. 13% OPM,; propped up by [9.31  13% OPM; supported by [4.54 . . .
Margin . - headline margins remain stagnant and
. Cr in warranty provision Cr bad debt reversals and a . )
Trajectory o . dependent on non-recurring accounting
reversals. [B.75 Cr arbitration gain. ] .
credits to maintain the 13% threshold.
. ) While the extreme "channel stuffing"”
Receivables grew 37.6% (4x Receivables grew 25.1% (1.3x . .
. signal from the prior year has
Working the rate of sales growth), the rate of sales growth), . .
i . . . . . O moderated, credit growth continues to
Capital signaling aggressive year-end showing slight normalization . .
L . outpace revenue, pressuring the quality
billing. but continued stretch. )
of the top line.
. . o . Management has significantly improved
"Aggressive Resilience" "Disciplined Ambition" i .
) L ) ) governance optics by freezing promoter
Management  focused on professionalization characterized by a 0% family ) .
. ) compensation while successfully
Tone but marred by a 115% family pay hike and successful entry o . o
. . ) validating their tech stack with Tier-1
pay hike. into global 4W supply chains.
global OEMs.
. . A significant regression in IT governance
. L ) Audit trail feature not enabled g g i g S
Audit & Clean audit trail reported via - . has emerged, creating a forensic window
for database/administrative i
Controls SAP embedded systems. for undetected manual overrides at the

7.2 Persistent Patterns

access (Note 54).

database level.

« Extreme Customer Concentration: The company remains structurally tethered to three major OEMs
(Honda, TVS, Yamaha), which consistently account for ~66-68% of total revenue.

» Debt-Free Fortress: Maintenance of a virtually debt-free balance sheet with a growing cash cushion (C206
Cr to [298 Cr) remains a core financial pillar.

 Superior Capital Efficiency: Consistent delivery of ROCE between 27% and 28%, demonstrating an elite
ability to sweat manufacturing assets.

* Recurring Value Leakage: Persistent payment of lease rents and royalties to promoter-controlled entities
continues regardless of the professionalization of the CEO role.

« Structural "LED-ification™: A sustained and successful transition toward LED lighting, which now commands
60% of automotive revenue, driving higher ASPs.

« Off-Balance Sheet Risk: Continued reliance on vendor discounting schemes ((¥6 Cr to [85 Cr) creates a
persistent contingent liability and recourse risk.

* Pure-Play Automotive Focus: The business remains almost exclusively focused on the automotive segment
(>99%), with no meaningful diversification into other LED applications.
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