Fiem Industries Ltd — FY 2024 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 transitioning from a 2W lighting specialist to a high-tech auto-component player,
1 evidenced by its breakthrough into the European Passenger Car LED segment and a portfolio of 28 |
EV OEM clients.

Revenue grew 9.78% YoY to [2,029 Cr, supported by domestic demand and EV adoption, though

0
performance was tempered by a sharp 45.53% contraction in export revenues.
Operating profit growth of 8% lagged behind the 18% PAT growth, indicating that bottom-line 0
expansion was driven by non-operational factors rather than core manufacturing efficiencies.
Reported PAT of (1166 Cr was significantly bolstered by [9.54 Cr in provision reversals and the accrual
of a [49.14 Cr insurance receivable following a fire at Unit-7.
The balance sheet remains exceptionally robust and virtually debt-free, maintaining a negligible D/E 0
of 0.03x and a high interest coverage ratio of 75x.
Liquidity is a core strength with (206 Cr in cash reserves, providing the dry powder necessary for 0
self-funded expansions and R&D.
Cash flow quality deteriorated as the CFO/PAT ratio fell to 0.81, primarily due to a 37.59% spike in 0
receivables which suggests aggressive year-end billing or weakening credit terms.
Capital allocation remains disciplined with [84 Cr in capex focused on high-visibility areas including 0
Hub Motor and MCU localization for the EV segment.
Earnings quality is flagged due to the divergence between sales and receivable growth, alongside a 0

heavy reliance on one-time reversals to meet profit targets.

10 Governance presents a mixed profile; while the hiring of a professional CEO is a positive step, the 0
114.9% hike in family KMP compensation (now 9.1% of PAT) raises alignment concerns.

High customer concentration remains a structural risk, with 65.99% of total revenue tied to just three
OEMs (Honda, TVS, and Yamaha).

The outlook is anchored by the EV transition and PC segment diversification, though the investment
stance is ACCUMULATE pending a reduction in trade receivables below [160 Cr.

1. BUSINESS OVERVIEW (In Bullet Points)

* Business Segments: Primarily focused on the Automotive Segment (99.62% of revenue), specializing in
automotive lighting, signaling equipment, rear-view mirrors, and plastic molded parts. A minor "Others"
segment (0.38%) handles LED luminaries for indoor/outdoor applications.

* Revenue Drivers: Growth is driven by the transition from Halogen to LED lighting in the 2W segment and a
strategic breakthrough into the high-end Passenger Car (PC) segment with a "prestigious European car
maker."



* Cost Drivers: Raw material consumption (61.67% of revenue) and employee benefits (14.43%) are the
primary costs. Logistics and "Just-in-Time" manufacturing proximity to OEMs are critical for cost
management.

* Industry Position: A dominant Tier-1 supplier in the Indian 2W lighting market with a growing footprint in the
EV ecosystem, currently supplying to 28 EV OEMs.

» Expansion Plans: Aggressive diversification into core EV powertrain components, specifically localizing Hub
Motors and Motor Control Units (MCU).

» Acquisitions & Partnerships: Operates through strategic Joint Ventures, including Aisan Fiem Automotives
for fuel injection systems and partnerships for advanced lighting technologies.

 Capacity Additions: Operates 9 manufacturing plants located in major automotive hubs; currently rebuilding
and modernizing Unit-7 (Rai) following a major fire incident in June 2023.

» Geographical Presence: Strong domestic presence across India’s auto hubs; however, export revenue saw
a sharp 45.53% decline in FY24 to [B0.00 Cr.

2. MANAGEMENT COMMENTARY & OUTLOOK

 The successful entry into the European Passenger Car segment validates R&D capabilities and offers a path
to higher Average Selling Prices (ASPs) and better margins.

* Fiem is pivoting from a peripheral component supplier to a core powertrain partner by localizing Hub Motors
and MCUs for the EV segment.

» The company is adopting a "horizontal" EV strategy, supplying to 28 different EV OEMs to remain agnostic to
which specific startup leads the market.

* Advanced R&D is focused on Micro Lens Array (MLA) technology, Laser lighting, and Metamaterials to
maintain a competitive moat against Chinese imports.

 Operational resilience was demonstrated by resuming partial operations within 3 days of the Rai plant fire,
ensuring no disruption to OEM production lines.

» Management maintains a commitment to "frugality” alongside "operational excellence" to protect margins
against raw material volatility and OEM price pressure.

 The appointment of Vineet Sahni (formerly of Lumax) as CEO & Director signals a move toward
professionalization and a desire to scale the PC and EV businesses.

* The 1:1 bonus issue in February 2024 and a 200% dividend reflect management's confidence in the
company's "Future Ready" theme and cash flow generation.

» The mass turnover of Independent Directors (five completing second terms) is being managed by appointing
replacements with relevant industry and legal backgrounds.

* Management Tone: The tone is notably more confident than in FY23, shifting from "surviving the EV
transition" to "leading the technology curve." There is a visible sense of operational pride regarding the swift
recovery from the Unit-7 fire and the technological leap into Laser and MLA lighting. The verdict is one of
Aggressive Resilience, characterized by a proactive professionalization of leadership and a clear strategic
pivot toward high-tech automotive electronics.

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 2024 Mar 2023
Sales - 2,029.00 1,848.00
Sales Growth % 9.78 17.54
Expenses - 1,760.00 1,599.00
Material Cost % - 61.00 61.00
Raw material cost 1,249.00 1,128.00
Change in inventory -7.00 4.00
Manufacturing Cost % 7.00 7.00
Employee Cost % 14.00 13.00
Other Cost % 4.00 5.00
Operating Profit 269.00 249.00
OPM % 13.00 13.00
Other Income - 16.00 11.00
Exceptional items 0.15 0.10
Other income normal 15.82 10.70
Interest 3.00 7.00
Depreciation 59.00 63.00
Profit before tax 223.00 189.00
Tax % 26.00 26.00
Net Profit - 166.00 140.00
Profit from Associates 0.00 0.00
Exceptional items AT 0.00 0.00
Profit excl Excep 166.00 140.00
Profit for PE 166.00 140.00
Profit for EPS 166.00 140.00
Profit Growth % 18.00 48.00
EPSin Rs 62.96 53.17

Dividend Payout % 32.00 28.00



Balance Sheet ((ICrores)

Line Item Mar 2024 Mar 2023
Equity Capital 26.00 13.00
Reserves 861.00 748.00
Borrowings - 23.00 24.00
Long term Borrowings 0.00 0.00
Short term Borrowings 0.00 0.00
Lease Liabilities 23.00 24.00
Other Borrowings 0.00 0.00
Other Liabilities - 308.00 268.00
Trade Payables 190.00 165.00
Advance from Customers 32.00 16.00
Other liability items 86.00 87.00
Total Liabilities 1,218.00 1,053.00
Fixed Assets - 496.00 494.00
Land 54.80 54.80
Building 241.29 247.11
Plant Machinery 605.86 591.66
Equipments 6.66 5.56
Computers 8.28 8.33
Furniture n fittings 51.35 56.59
Vehicles 27.99 22.72
Intangible Assets 0.00 0.00
Other fixed assets 10.81 9.63
Gross Block 1,007.04 996.40
Accumulated Depreciation 511.20 502.78
CWIP 5.00 5.00
Investments 0.00 0.00
Other Assets - 717.00 554.00
Inventories 204.00 176.00
Trade receivables 194.00 141.00
Cash Equivalents 206.00 183.00
Loans n Advances 25.00 18.00
Other asset items 88.00 37.00

Total Assets 1,218.00 1,053.00



Cash Flow Statement (CICrores)

Line Item Mar 2024 Mar 2023
Cash from Operating Activity - 135.00 131.00
Profit from operations 260.00 268.00
Receivables -52.00 29.00
Inventory -29.00 9.00
Payables 25.00 -96.00
Loans Advances 1.00 0.00
Other WC items -10.00 -16.00
Working capital changes -65.00 -74.00
Direct taxes -60.00 -63.00
Cash from Investing Activity - -69.00 39.00
Fixed assets purchased -84.00 -55.00
Fixed assets sold 0.00 0.00
Investments purchased 0.00 0.00
Investments sold 0.00 57.00
Subsidy received 0.00 0.00
Interest received 15.00 11.00
Investment in group cos 0.00 0.00
Issue of shares on acq 0.00 0.00
Redemp n Canc of Shares 0.00 26.00
Other investing items 0.00 0.00
Cash from Financing Activity - -43.00 -55.00
Proceeds from shares 0.00 0.00
Proceeds from borrowings 0.00 0.00
Repayment of borrowings 0.00 -20.00
Interest paid fin -2.00 -6.00
Dividends paid -39.00 -26.00
Financial liabilities -2.00 -2.00
Other financing items 0.00 0.00
Net Cash Flow 23.00 115.00
Free Cash Flow 51.00 76.00

CFO/OP 73.00 78.00



Key Ratios ([JCrores)

Line Item Mar 2024 Mar 2023
Debtor Days 35.00 28.00
Inventory Days 60.00 57.00
Days Payable 56.00 53.00
Cash Conversion Cycle 39.00 31.00
Working Capital Days 37.00 23.00
ROCE % 27.00 27.00

3.2 Financial Analysis Summary

* Revenue grew by 9.78% to [2,029.00 Cr, primarily driven by the Automotive Segment (99.62% of
turnover); however, high customer concentration remains a structural risk as three major OEMs (Honda, TVS,
Yamaha) account for 65.99% of total Revenue.

« Despite top-line growth, Trade Receivables on the Balance Sheet surged by 37.59% to [194.00 Cr,
significantly outpacing sales growth and leading to a [52.00 Cr cash drain in the Cash Flow Statement,
suggesting deteriorating collection efficiency or aggressive year-end billing.

» Operating Profit margins remained stable at 13.00% as a sharp 41.75% reduction in Selling & Distribution
Expenses to [26.79 Cr effectively neutralized a 20.64% spike in Employee Benefits Expense which rose to
[290.83 Cr.

* Net Profit increased by 18.00% to [166.00 Cr, but earnings quality was boosted by non-recurring items
including a [9.31 Cr reversal in warranty Provisions and a [0.23 Cr reversal of bad debt provisions,
providing a combined [9.54 Cr tailwind to Profit Before Tax.

» The company maintains an exceptionally strong Balance Sheet with a Debt/Equity ratio of 0.03, being
virtually debt-free except for Lease Liabilities of [23.00 Cr; this is supported by a liquidity buffer of (206.00
Cr in Cash Equivalents and [115.00 Cr in undrawn credit limits.

» Working Capital efficiency deteriorated as the Cash Conversion Cycle lengthened from 31 to 39 days,
driven by a rise in Debtor Days to 35 and Inventory Days to 60, resulting in total Working Capital Changes
of -[65.00 Cr impacting the CFO.

 Cash from Operating Activity (CFO) of [135.00 Cr was insufficient to cover both the increased Capex of
[84.00 Cr and Dividends Paid of [(89.00 Cr, although the company remains self-funding with a positive Free
Cash Flow of [51.00 Cr.

« A major fire incident at Unit-7 resulted in a [60.39 Cr write-off of Fixed Assets and Inventory, but the P&L
impact was neutralized by recognizing an Insurance Claim Recoverable of [49.14 Cr under Other Assets,
introducing a valuation risk if the final settlement is lower than the carrying amount.

« Capital Allocation remains focused on organic growth and shareholder returns, evidenced by the 1:1 Bonus
Issue which doubled Equity Capital to [26.00 Cr and an increase in the Dividend Payout % to 32.00%.

* ROCE and ROE remained robust and stable at 27.00% and 18.71% respectively, indicating that the company
is efficiently sweating its Gross Block of [1,007.04 Cr despite the temporary disruption from the fire incident.

« KMP Compensation nearly doubled to [15.15 Cr, significantly outpacing Net Profit growth, while recurring
value leakage continues via a [0.50 Cr annual Brand Royalty paid to a promoter-controlled entity.

» Other Assets saw a sharp increase due to Prepaid Expenses rising 165% to [9.39 Cr, while Other

Liabilities benefited from a 100% increase in Advances from Customers to [82.43 Cr, signaling strong
future demand.



» Other Expenses were impacted by Power and Fuel costs rising to [61.56 Cr (energy inflation/higher
production), though this was offset by the structural reduction in Selling & Distribution costs.

» The dominant financial theme of the year is "Operational Resilience vs. Working Capital Stress," where
record profits and a debt-free status are partially masked by a significant spike in receivables and reliance on
insurance receivables and provision reversals.

3.3 Contingent Liabilities & Commitments

» Vendor Discounting Scheme: [76.53 Cr (up from [50.97 Cr). This represents off-balance sheet indirect
financing with recourse risk to Fiem if vendors default.

» Tax Disputes: [1.70 Cr in Sales Tax demands and [0.46 Cr in Custom Duty demands, both under appeal. An
Income Tax demand of [6.17 Cr for AY 2011-12 is currently challenged by the department in ITAT.

* Capital Commitments: Doubled to [11.32 Cr, indicating an uptick in planned capex for building and plant
machinery.

e Purchase Commitments: [17.02 Cr for moulds, which are typically customer-linked.



3.9 Earnings Quality & Forensic Checks



# Check

1

10

11

12

13

14

15

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
adequacy

RPT quantum and
trend

Dividend paid vs
FCF adequacy

Impact

Profit | — earnings

overstate cash

Revenue 11 —
channel stuffing
risk

Revenue t —

positive demand
signal

Revenue 1| —

high concentration

risk

Profit | — cash
trapped in stock

Neutral —

consistent
valuation

Profit t — non-

cash neutralization

Profit 11 —
management
discretion

Profit 1 — non-
recurring gain

Neutral — tax
integrity

Neutral — active
expansion

Neutral —
conservative
accounting

Profit | — value
leakage

Neutral —
sustainable
payouts

Status

O

Evidence

PAT [166 Cr, CFO [135
Cr (FY24).

Receivables [194 Cr (up
from [141 Cr); Sales
(2,029 Cr.

Advances from
Customers: [B2.44 Cr
(FY24) vs [16.08 Cr
(FY23).

Top 3 OEMs = 65.99% of
total revenue.

Inventory [204 Cr (FY24)
vs [176 Cr (FY23).

Moving Weighted
Average method used
consistently.

Fire loss [50.39 Cr;
Insurance claim
recognized [49.14 Cr.

Depreciation (59 Cr
(FY24) vs [B3 Cr (FY23).

Warranty reversal [9.31
Cr; Bad debt reversal
[0.23 Cr.

P&L Tax 26%; Direct
Taxes paid [60 Cr vs Tax
Exp (67 Cr.

CWIP [5.00 Cr (FY24) vs
[5.00 Cr (FY23).

Other asset items
(including DTA) [88 Cr.

KMP Comp [15.15 Cr
(FY24) vs [7.98 Cr
(FY23).

FCF (b1 Cr; Dividends
Paid B9 Cr.

Notes Detail

CFO/PAT ratio is 0.81; cash conversion
is lagging behind accounting profits due
to receivable spike.

Note 36: Receivables growth is 4x
revenue growth; Debtor days increased
from 28 to 35 days.

Note 1(J): Revenue recognized at point
in time; increased advances suggest
healthy future automotive segment
demand.

Note 40(c): High dependency on
Honda, TVS, and Yamaha; supply
chain shifts at these OEMs impact top
line.

Note 11: Finished goods inventory grew
28.9%, suggesting potential stock
buildup or cooling demand.

Note 1(1): No change in valuation
policy; method is more conservative
than FIFO during inflationary periods.

Auditor Note (p.236): Management
assumed near-total recovery of Unit-7
fire loss; risk of future write-down if
claim is lower.

Note 1(E): Useful lives generally align
with Schedule Il; lower depreciation
despite higher gross block suggests
older assets.

Note 1(O) & 31: Warranty provision
balance dropped from [15.56 Cr to
[6.24 Cr, significantly inflating current
PAT.

Note 34: Effective tax rate of 25.66% is
consistent with statutory rates; no
aggressive tax planning evident.

Balance Sheet: Gross block increased
by [11 Cr; capital commitments
doubled to [11.32 Cr for future growth.

Note 34: Deferred tax movements are
standard; no aggressive recognition of
tax losses as assets.

Note 41: Sharp increase in KMP pay
and recurring [0.50 Cr royalty to
promoter-owned entity "Fiem Auto".

Cash Flow: Dividend payout ratio at
32%; company remains virtually debt-
free with (206 Cr cash balance.



# Check Impact Status Evidence Notes Detail

Auditor KAM: Auditor focused on customer-specific
Revenue 11 — Automated systems for . . . .
Revenue . . pricing/discounts and high transaction
. high volume risk control transfer.
Recognition volume.
Indicates significant weakness in
Export Revenue Revenue | — Exports fell 45.53% to . . -
. ad international markets or loss of specific
Decline market weakness [B0.00 Cr.
export contracts.
) A 10% INR depreciation would hit PBT
Unhedged Forex Profit 11 — market [B4.37 Cr unhedged net .
. ad by ~[B.43 Cr; primarily USD and JPY
Exposure risk payables.

exposure.

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters

 Audit Opinion: Unqualified Opinion. The consolidated financial statements give a true and fair view in
conformity with Ind AS.

* KAM 1: Revenue Recognition: Focus on the risk of inappropriate recognition due to high transaction
volumes and customer-specific pricing. Management uses automated SAP systems to track control transfer.

* KAM 2: Accounting for Fire Incident: A major fire at Unit-7 (June 2023) led to a [50.39 Cr asset write-off.
Management recognized an Insurance Claim Recoverable of [49.14 Cr. The auditor evaluated the "virtual
certainty” of this recovery, which remains a significant management estimate.

* KAM 3: Estimation of Useful Lives: Depreciation for "Plant and Equipment” (3-15 years) is based on
management's technical assessment, which may differ from Schedule 1.

* Internal Controls: The SAP system has an embedded audit trail at the transaction level that cannot be
disabled, ensuring data integrity.

B. Related Party Transactions

. . Amount (O
Relationship
Cr)
Promoter Group Promoters Dividends Paid 26.33 Cr Standard cash return to majority owners.
. . i Governance Risk: Aggregate pay for 4 family
Jain Family KMPs Management Remuneration 7.20 Cr
members rose ~110% YoY.

Vineet Sahni CEO & Director Remuneration 3.30 Cr Professional CEO hire; pay is 1.22% of EBITDA.
Aanchal Jain / KMPs/ ) .

. Lease Rent 2.14Cr Recurring payment for premises.
Rahul Jain Promoters
Fiem Auto & Chairman Value Leakage: Recurring royalty to a promoter-

. ] Brand Royalty 0.50 Cr .

Electrical Entity owned entity.
Aisan Fiem . Purchase of . .

i Joint Venture 0.54 Cr Operational sourcing from JV.
Automotives Goods

RPT Verdict: Monitor OWhile total RPT as a % of revenue is low (0.90%), the 110% spike in family KMP
compensation significantly outpaces the 8.06% growth in Operating Profit.



C. Shareholding

Shareholder Category Mar 2024 (%) Mar 2023 (%)
Promoters 66.56 66.56
Flis 11.45 7.01
Dlis 0.11 0.04
Public 21.88 26.39

* Pledged Shares: 0.00%

D. Board Composition + KMP Compensation

* Board: 14 Directors; 50% Independent; 3 Women Directors.
» Family Compensation: Four members of the Jain family (J.K., Seema, Rahul, Aanchal) serve as KMPs.

* YoY Growth: Aggregate Jain family pay rose from [B.35 Cr to [7.20 C#{114.9%), while Operating Profit grew
only 8.06%.

* Revenue Correlation: KMP compensation is 0.75% of Revenue, but the growth rate shows a high
decoupling from bottom-line performance this year.

F. Capital Allocation & Capex

Action FY Current (CCr) % of CFO Signal
Dividends 39.00 Cr 28.89% Positive
Capex 84.00 Cr 62.22%  Growth
Working Capital Inv. 65.00 Cr 48.15% Cash Drag
Interest Payments 2.00 Cr 1.48% De-leveraging

CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio of 1.60x indicates the company is comfortably self-
funding expansion. * Nature of Capex: Focus on EV component localization (Hub Motors, MCU) and LED
lighting for the passenger car segment. * Deployment Efficiency: Capex increased 52.7% YoY; however, a
significant portion was replacement of capacity destroyed in the Unit-7 fire.

H. Risks

e Customer Concentration (High): Top 3 OEMs (Honda, TVS, Yamaha) account for 65.99% of revenue. Loss
of one contract could impact ~22% of topline.

» Receivables Deterioration (High): Receivables growth (37.59%) is 4x Revenue growth (9.88%), signaling
potential "channel stuffing."

* Insurance Recovery Risk (Medium): [49.14 Cr recognized as a receivable for fire loss. If the final
assessment is lower, a future P&L write-down will occur.

* Vendor Discounting (Medium): [76.53 Cr in off-balance sheet schemes; recourse risk to Fiem if vendors
default.

e Warranty Reversals (Medium): [8.31 Cr in reversals boosted current year PBT by ~4%; not a sustainable
profit driver.



5. SCORECARD & VERDICT

Part A: Scorecard

Dimension Key Evidence One-line Rationale

Entry into European PC segment; Strong moat in lighting with successful high-

Business Qualit 4 1
Q y 28 EV OEM clients. end diversification.
. . D/E 0.03x; Cash [206 Cr; Interest Exceptionally strong, debt-free balance
Financial Health B - T,
Coverage 75x. sheet with high liquidity.
. ) CFO/PAT 0.81; [9.54 Cr provision Profits boosted by non-recurring reversals
Earnings Quality 3 1 .
reversals. and insurance accruals.
Management & 3 115% family pay hike; Professionalization is offset by aggressive
Governance - Professional CEO hired. family compensation.
Capital Allocation & 4 . Capex [B84 Cr; Hub Motor Disciplined self-funded growth into high-
Visibility localization. visibility EV components.

BUSINESS POSITIVES * [JPC Segment Breakthrough: Secured Full LED Headlamp order from a prestigious
European car maker, validating global R&D standards. * JEV Leadership: Supplying to 28 EV OEMs and
localizing core powertrain components (Hub Motors/MCUSs). * [ Debt-Free Status: Virtually zero bank debt with
a massive [206 Cr cash balance. * (Operational Agility: Resumed operations within 3 days of a major fire,
maintaining 100% OEM supply continuity. * OShareholder Returns: 1:1 Bonus issue and 32% dividend
payout ratio.

BUSINESS NEGATIVES | CONCERNS * [JReceivables Spike: 37.59% growth in receivables vs 9.88%
revenue growth suggests aggressive year-end billing. * Governance Misalignment: 114.9% hike in family
KMP compensation despite modest 8% operating profit growth. * Customer Concentration: 65.99% of
revenue tied to just three OEMs (Honda, TVS, Yamaha). * (Earnings Quality Flags: [9.54 Cr in provision
reversals and [49.14 Cr insurance receivable accrual supported the bottom line. 1Export Weakness: Sharp
45.53% decline in export revenue to [8B0.00 Cr.

OVERALL SCORECARD SUMMARY Fiem Industries presents a dual narrative of technological evolution and
working capital stress. The company’s financial strength is top-tier, characterized by a debt-free balance sheet
and robust ROCE of 27%. However, earnings quality in FY24 was diluted by a significant divergence between
receivables and sales growth, alongside heavy reliance on provision reversals. While the governance posture is
improving through professional CEO hiring, the aggressive hike in family remuneration remains a concern.
Overall, the business is on a stable to improving trajectory due to its successful pivot into the Passenger Car
and EV powertrain segments.



Part B: Governance Check Matrix

# Check Status Evidence
1 Audit opinion clean? ad Unqualified opinion provided.
2 Promoter pledge = 0? O 0.00% pledged.
3 KMP pay < 5% of PAT? O Total KMP pay [15.15 Cr is ~9.1% of PAT.
RPT quantum < 5% of .
4 O Total RPT is 0.90% of revenue.
revenue?
5 Board > 50% independent? ad 50% (7 out of 14 directors).
6 At least 1 woman director? d 3 women directors on board.
7 No statutory dues outstanding? [ No major defaults reported.
8 No fraud reported? O No fraud reported by auditors.
. SAP audit trail enabled at transaction
9 Audit trail enabled? O
level.
10 Frequent Auditor change O No frequent changes noted.

Total: 9/10 [J— Governance Rating:
4

Part C: Investor Verdict

THESIS: Fiem is a debt-free auto-tech play successfully transitioning from 2W lighting to high-margin Passenger
Car electronics and EV powertrain components. OVERALL STANCE: ACCUMULATE RATIONALE: Strong
technological moats and EV tailwinds outweigh temporary working capital and governance concerns. RE-
EVALUATE WHEN: Debtor days exceed 45 days OR if the insurance claim settlement is < [0 CrBULL CASE:
Securing a major domestic PC order (Maruti/Tata) could re-rate the stock to 25x P/E. BEAR CASE: A slowdown
in the 2W EV transition or loss of the Honda contract would hit topline by >20%. KEY MONITORABLE: Trade
Receivables: (194 Cr - Watch for reduction below [160 Cr in HLFY25.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric /

Summary A Status
Theme

Focused on achieving

Capital
P . debt-free status and JV
Allocation .
exits.
. 13% OPM; impacted by a
Margin L
. 313% spike in warranty
Trajectory .
provisions.
. Cash drain driven by a
Working L
. [06 Cr reduction in Trade
Capital
Payables.
Cautious focus on
Management "financial character" and
Tone surviving the EV
transition.
Introduction of a small
Governance
personal loan to a
Focus

Director.

7.2 Persistent Patterns

Summary B Status

Focused on aggressive EV
powertrain localization and a 1:1
bonus issue.

13% OPM; propped up by [9.54
Cr in provision reversals and
insurance accruals.

Cash drain driven by a 37.6%
surge in Receivables, 4x the rate
of sales growth.

"Aggressive Resilience" with a
focus on professionalization and
technology leadership.

115% hike in Jain family KMP
compensation, significantly
outpacing profit growth.

Forensic Takeaway

Management has pivoted from balance
sheet fortification to aggressive vertical
integration in EV electronics.

While headline margins are stable, the
quality of earnings has declined due to
reliance on non-recurring accounting
reversals.

The liquidity risk has shifted from vendor
settlements to potential channel stuffing or
deteriorating collection efficiency.

Increased management confidence is
coupled with a move toward professional
leadership, though shadowed by
aggressive family pay hikes.

Governance risk has escalated from minor
related-party loans to significant executive
compensation misalignment.

* High Customer Concentration: The company remains structurally dependent on three major OEMs (Honda,
TVS, Yamaha) for ~66% of total revenue.

- Debt-Free Fortress: A consistently virtually debt-free balance sheet (D/E < 0.05) with a substantial cash

cushion exceeding [180 Cr.

* EV Agnostic Strategy: Sustained leadership in the EV ecosystem by maintaining a supply relationship with

28 different EV OEMSs.

* Superior Capital Efficiency: Consistent delivery of a 27% ROCE, demonstrating high efficiency in sweating

the manufacturing gross block.

* Recurring Value Leakage: Persistent payment of brand royalties and lease rents to promoter-controlled
entities regardless of profit growth rates.

» Automotive Dominance: The business remains a pure-play automotive supplier with the "Others" segment
consistently contributing less than 1% of revenue.

v5-Gemini | 71 pages | 80 chunks
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