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Annual Report Analysis (Consolidated)

Source: CRORES. All figures ₹ Crores. Pipeline: v5-Gemini — W1a → W3 → W1b+W2+W2F (parallel, notes-

injected) → Merge.

Investor Snapshot

# Analytical Point Sentiment

1
Fiem is transitioning from a traditional component maker to a high-tech electronics partner, with LED

revenue share reaching 63% and driving a 14% OPM.
🟢

2
Revenue grew 16.2% YoY to ₹2,816 Cr, but customer concentration remains a risk with 69% of total

turnover derived from the top three OEMs.
🟡

3
Operating margins expanded behind a superior product mix, yet the company faces operational risks

following a second major fire incident in three years.
🟡

4
PAT surged 24.9% to ₹256 Cr, though P&L strength is decoupled from cash generation due to

significant working capital bloat.
🟡

5
The balance sheet remains robust and debt-free with ₹280 Cr in cash, providing a strong buffer

despite lease liabilities tripling to ₹66 Cr.
🟢

6
*Cash Flow from Operations (CFO) fell 30.8% to ₹161 Cr, resulting in a poor CFO/PAT ratio of 0.63,

well below the historical quality threshold.
🔴

7
ROCE remains superior at 29%, supported by disciplined capex of ₹130 Cr and a new ₹41.56 Cr

commitment for FY27 expansion.
🟢

8
*Earnings quality is under pressure as Trade Receivables grew 59.9% (3.7x faster than sales),

suggesting aggressive year-end revenue recognition.
🔴

9
*Governance concerns have emerged following the exit of the professional CEO, a return to 100%

family management, and CSR spending on promoter-owned land.
🔴

10
*Asset quality is contingent on the recovery of a ₹53.13 Cr insurance claim recognized as an asset;

any write-off would materially impact the bottom line.
🔴

11
The commissioning of an in-house EMI/EMC lab creates a technical R&D moat, accelerating

validation for Mercedes-Benz and M&M 4W contracts.
🟢

12
Investment Stance: WATCH; monitor for a reduction in receivables to <₹300 Cr and a return of the

CFO/PAT ratio to >0.85x.
🟡

1. BUSINESS OVERVIEW (In Bullet Points)

Business Segments: Primary focus on automotive components, specifically automotive lighting (Head

Lamps, Tail Lamps, Blinker Lamps), Rear View Mirrors, Plastic Molded Parts, and Handle Bar Switches.

Revenue Drivers: Growth is heavily driven by the "LED-ification" of the product portfolio, with LED revenue

share increasing to 63% (vs. 59% in FY25). High-ASP products like "Adaptive Driving Beam" (ADB) for 2W

and "Matrix LED" for 4W are key drivers.

• 

• 



Cost Drivers: Material Cost remains the largest component at 61% of revenue. Employee Costs (14% of

revenue) and Selling & Distribution expenses (35.5% spike) are significant operational pressures.

Industry Position: Leading Tier-1 supplier to major OEMs; transitioning from a component manufacturer to a

high-tech electronics partner.

Expansion Plans: Significant expansion phase planned for FY27 to replace lost capacity and modernize

plants, evidenced by a 467% surge in Capital Advances (₹16.73 Cr) and Capital Commitments of ₹41.56

Cr.

Acquisitions & JVs: Operates a JV with Toyo Denso for Bank Angle Sensors and a 50:50 JV (Fiem Kyowa)

for molds.

Capacity Additions: Shifted 4W production to the Rai plant (Unit VII) following the Tapukara fire;

commissioned a new in-house EMI/EMC lab at the Gurugram R&D center.

Segment Performance: Automotive segment dominates performance (₹2,792.14 Cr), while the "Others/LED"

segment remains immaterial (₹4.56 Cr).

Geographical Presence: Primarily domestic-focused with a growing export presence (₹56.45 Cr, up from

₹37.23 Cr).

2. MANAGEMENT COMMENTARY & OUTLOOK

The company is doubling down on vertical integration through the new EMI/EMC lab, aiming to reduce "Time-

to-Market" and become a design partner for OEMs.

Management is aggressively pursuing the 4W (Passenger Vehicle) segment, with validations from Mercedes-

Benz and Mahindra & Mahindra (M&M) now being operationalized.

The transition to EV-agnostic components (intelligent lighting, sensors) is a core strategy to mitigate risks

from the "Engine vs. Motor" debate.

The "LED-ification" trend is expected to continue, moving the product mix away from commodity lighting

toward high-margin electronic solutions.

Operational resilience was highlighted by resuming production within six days of the Unit VIII fire, though

safety protocols are under scrutiny.

The strategy for the 4W segment involves utilizing the Rai plant (Unit VII) as a primary hub for high-tech

production.

Management remains committed to a high dividend payout policy, maintaining strong cash alignment with

shareholders.

The long-term vision focuses on becoming an "Electronics House" for the automotive industry, leveraging in-

house R&D and testing capabilities.

Management Tone: The tone is operationally confident regarding technology absorption and market share

gains in the LED and 4W segments. However, the sudden resignation of the professional CEO and the

immediate elevation of promoter family members to MD/JMD roles suggests a strategic pivot back to a

traditional family-led structure. While the business fundamentals are robust, the governance narrative reflects

a "re-family-ization" that may signal a ceiling on professionalization and a preference for tight promoter

control over strategy. (Neutral/Cautious)

3. FINANCIAL ANALYSIS

3.1 Financial Statements

Source: Screener.in — all monetary values in ₹ Crores. Use these numbers directly.
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P&L Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Sales - 2,816.00 2,423.00

Sales Growth % 16.22 19.41

Expenses - 2,420.00 2,100.00

Material Cost % - 61.00 62.00

Raw material cost 1,714.00 1,508.00

Change in inventory -5.00 -6.00

Manufacturing Cost % 0.00 6.00

Employee Cost % 14.00 14.00

Other Cost % 11.00 5.00

Operating Profit 396.00 322.00

OPM % 14.00 13.00

Other Income - 21.00 20.00

Exceptional items 0.00 3.94

Other income normal 20.79 15.93

Interest 3.00 2.00

Depreciation 72.00 64.00

Profit before tax 341.00 276.00

Tax % 25.00 26.00

Net Profit - 256.00 205.00

Profit from Associates 0.00 0.00

Exceptional items AT 0.00 3.00

Profit excl Excep 256.00 202.00

Profit for PE 256.00 202.00

Profit for EPS 256.00 205.00

Profit Growth % 27.00 22.00

EPS in Rs 97.11 77.86

Dividend Payout % 41.00 39.00



Balance Sheet (₹ Crores)

Line Item Mar 2026 Mar 2025

Equity Capital 26.00 26.00

Reserves 1,189.00 1,012.00

Borrowings - 66.00 22.00

Long term Borrowings 0.00 0.00

Short term Borrowings 0.00 0.00

Lease Liabilities 66.00 22.00

Other Borrowings 0.00 0.00

Other Liabilities - 420.00 363.00

Trade Payables 286.00 231.00

Advance from Customers 0.00 37.00

Other liability items 134.00 96.00

Total Liabilities 1,701.00 1,424.00

Fixed Assets - 604.00 553.00

Land 0.00 54.80

Building 0.00 259.11

Plant Machinery 0.00 671.46

Equipments 0.00 7.46

Computers 0.00 9.97

Furniture n fittings 0.00 56.51

Vehicles 0.00 33.22

Intangible Assets 3.60 0.00

Other fixed assets 0.00 12.01

Gross Block 0.00 1,104.54

Accumulated Depreciation 0.00 551.19

CWIP 15.00 20.00

Investments 0.00 0.00

Other Assets - 1,082.00 850.00

Inventories 267.00 233.00

Trade receivables 388.00 242.00

Cash Equivalents 280.00 298.00

Loans n Advances 20.00 31.00

Other asset items 128.00 45.00

Total Assets 1,701.00 1,424.00



Cash Flow Statement (₹ Crores)

Line Item Mar 2026 Mar 2025

Cash from Operating Activity - 161.00 233.00

Profit from operations 412.00 313.00

Receivables -149.00 -44.00

Inventory -33.00 -29.00

Payables 54.00 41.00

Loans Advances -1.00 0.00

Other WC items -28.00 20.00

Working capital changes -157.00 -12.00

Direct taxes -94.00 -68.00

Cash from Investing Activity - -97.00 -86.00

Fixed assets purchased -130.00 -130.00

Fixed assets sold 1.00 28.00

Investments purchased 0.00 0.00

Investments sold 0.00 0.00

Subsidy received 0.00 0.00

Interest received 20.00 16.00

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 11.00 0.00

Cash from Financing Activity - -84.00 -55.00

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 0.00

Dividends paid -79.00 -53.00

Financial liabilities -5.00 -2.00

Other financing items 0.00 0.00

Net Cash Flow -20.00 92.00

Free Cash Flow 33.00 132.00

CFO/OP 64.00 94.00



Key Ratios (₹ Crores)

Line Item Mar 2026 Mar 2025

Debtor Days 50.00 37.00

Inventory Days 57.00 57.00

Days Payable 61.00 56.00

Cash Conversion Cycle 46.00 37.00

Working Capital Days 47.00 29.00

ROCE % 29.00 28.00

3.2 Financial Analysis Summary

Revenue grew by 16.22% to ₹2,816.00 Cr, almost entirely driven by the Automotive segment, yet the

company faces significant customer concentration risk with 69.14% of total Revenue derived from just three

major OEM customers.

Operating Profit increased to ₹396.00 Cr with OPM % expanding to 14.00% from 13.00%, supported by a

stable Material Cost % of 61.00%, though Employee Cost % remained at 14.00% (₹394.07 Cr) despite a

one-time provision of ₹4.52 Cr for new Labour Codes.

Net Profit rose 24.88% to ₹256.00 Cr, but earnings quality is a major concern as CFO plummeted 30.8% to 

₹161.00 Cr, resulting in a weak CFO/PAT ratio of 0.63.

The divergence between profit and cash is primarily due to Working Capital absorbing ₹157.00 Cr of cash,

specifically driven by a ₹149.00 Cr increase in Trade Receivables and a ₹33.00 Cr increase in Inventory.

Trade Receivables surged by 59.90% to ₹388.00 Cr, growing 3.7x faster than sales, which signals potential

aggressive year-end Revenue recognition or significant collection delays.

The Balance Sheet reflects the impact of a fire at the Tapukara unit, with an Insurance Claim Receivable of

₹53.13 Cr recognized as an asset; any rejection or delay in this claim would directly impact liquidity.

Fixed Assets grew to ₹604.00 Cr following Capex of ₹130.00 Cr, while a 467% surge in Capital Advances

to ₹16.73 Cr and Capital Commitments of ₹41.56 Cr indicate a significant expansion phase planned for

FY27.

The group remains technically debt-free with zero Long-term Borrowings, but Lease Liabilities nearly

tripled to ₹66.00 Cr, representing "hidden" financial leverage that drove Finance Cost up to ₹3.00 Cr.

ROCE % improved slightly to 29.00% and ROE remains healthy, though the Cash Conversion Cycle

deteriorated to 46 days from 37 days due to the spike in Trade Receivables.

Other Income of ₹21.00 Cr was bolstered by a doubling of "Testing, Design and Development charges" to 

₹15.28 Cr, signaling deeper R&D integration, while PAT received a non-cash boost from a ₹8.08 Cr credit in 

Deferred Tax.

Other Expenses were pressured by a 35.5% spike in selling and distribution costs to ₹46.31 Cr to maintain

market share, while "Other Office Expenses" at ₹42.81 Cr (13.5% of other expenses) remains a large,

vaguely defined bucket.

The company continues a high capital return policy with a Dividend Payout % of 41.00% (₹79.00 Cr), of

which over 58% (₹46.56 Cr) was paid to the promoter group.

The dominant financial theme of the year is strong top-line growth and margin expansion being

undermined by a severe deterioration in cash flow quality, driven by aggressive working capital bloat

and a heavy reliance on a pending insurance claim.
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3.3 Contingent Liabilities & Commitments

Disputed Tax Demands: ₹1.24 Cr (GST/Sales Tax) pending appeals; notably, the High Court of Madras set

aside a major ₹1.50 Cr demand.

Vendor Discounting Liability: Significantly reduced to ₹0.92 Cr from ₹84.97 Cr, indicating a shift in financing

arrangements.

Capital Commitments: Surged to ₹41.56 Cr (vs. ₹7.09 Cr), signaling a major modernization and expansion

phase for FY27.

Material Purchase Commitments: ₹20.88 Cr related to supply chain obligations.

Guarantees: The auditor noted that financial statements of the 50:50 JV (Fiem Kyowa HK) were unaudited

and certified by management, representing a minor transparency gap.

• 

• 

• 
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3.9 Earnings Quality & Forensic Checks



# Check Impact Status Evidence Notes Detail

1 PAT vs CFO trend

Profit ↓ — earnings overstate

cash; ₹256 Cr PAT vs ₹161 Cr

CFO indicates poor

conversion.

🚩
PAT ₹256 Cr, CFO

₹161 Cr (FY26)

CFO fell 30.8% while PAT grew

24.7%, driven by working

capital bloat (p.198).

2

Receivables &

channel-stuffing

signal

Revenue ↑↓ — channel stuffing

risk; receivables grew 60% vs

sales growth of only 16.2%.

🚩

Receivables ₹388 Cr

(up ₹146 Cr), Sales

₹2,816 Cr

Receivables grew 3.7x faster

than revenue; 98% "Not Due"

suggests aggressive year-end

billing (p.216).

3 Revenue timing

Revenue ↑ — healthy order

book; contract liabilities

(advances) increased slightly

to ₹40.27 Cr.

✅

Advances from

Customers ₹40.27 Cr

vs ₹37.33 Cr

Ind AS 115 followed; advances

indicate future fulfillment

obligations are stable (p.222).

4
Revenue from

related parties %

Revenue ↑↓ — high

concentration risk; 69% of

revenue comes from just three

major OEM customers.

⚠

Top 3 customers

contribute ₹1,946.71

Cr

High dependency on specific

OEM relationships; loss of one

would severely impact top-line

(p.230).

5
Inventory vs

revenue growth

Profit ↑↓ — efficient

management; inventory growth

of 14.3% is aligned with 16.2%

sales growth.

✅

Inventory ₹267 Cr

(FY26) vs ₹233 Cr

(FY25)

Inventory efficiency maintained

despite Unit-8 fire incident; no

signs of speculative stocking

(p.216).

6

Inventory

valuation method

change

Neutral — consistent policy;

moving weighted average cost

used without changes in the

period.

✅
Moving weighted

average cost policy

Policy notes raw materials

aren't written down if finished

goods sell above cost (p.207).

7
Exceptional items

in operating profit

Profit ↑ — non-cash asset

recognition; ₹53.13 Cr

insurance claim recognized as

asset after fire.

⚠
Insurance claim

receivable ₹53.13 Cr

Auditor KAM: Claim involves

significant management

judgment; shortfall would hit

future P&L (p.192).

8

Depreciation rate

vs useful life

policy

Profit ↑ — discretionary

matching; SLM used with wide

3-15 year range for plant

machinery.

✅

Depreciation ₹72 Cr;

Gross Block ~₹1,104

Cr

Management uses Schedule II

lives but maintains discretion

on specific asset wear-and-tear

(p.204).

9

Provision

reversals boosting

PAT

Profit ↑ — non-cash boost;

₹4.54 Cr provision reversal in

FY25 not repeated in FY26.

✅
Bad debt provision

₹2.55 Cr (FY26)

FY26 saw a charge vs a

reversal in FY25; undisputed

impaired debts rose to ₹7.59 Cr

(p.216).

10

Tax rate

consistency +

cash tax vs P&L

tax

Profit ↑ — non-cash PAT boost;

deferred tax credit of ₹8.08 Cr

lowered effective tax.

⚠
Tax % 25% (P&L);

Cash Tax ₹94 Cr

Net DTL decreased by ₹8.08

Cr, providing a non-cash

cushion to the bottom line

(p.227).

11
CWIP age and

stalling projects

Neutral — active expansion;

CWIP decreased to ₹15 Cr

while capital commitments

surged.

✅

CWIP ₹15 Cr; Capital

Commitments ₹41.56

Cr

High commitments and 467%

jump in capital advances signal

active capacity expansion

(p.226).

12

Deferred tax asset

recognition

adequacy

Profit ↑ — accounting benefit;

₹16.50 Cr DTA recognized on

increased lease liabilities.

✅
Net DTL decreased

by ₹8.08 Cr

DTA recognized on leases

partially offsets DTL on

property, plant, and equipment

(p.227).

13 ⚠



# Check Impact Status Evidence Notes Detail

RPT quantum and

trend

Profit ↓ — cash leakage; 58%

of dividends and ₹17 Cr

remuneration paid to

promoters/KMP.

KMP Remuneration

₹17.06 Cr; Rent

₹2.46 Cr

Payments to KMPs for rent and

brand royalty are fixed/arm's

length but significant (p.232).

14
Dividend paid vs

FCF adequacy

Neutral — sustainable payouts;

₹79 Cr dividend well covered

by ₹280 Cr cash balance.

✅

Dividends ₹79 Cr;

Free Cash Flow ₹33

Cr

While FCF dropped, massive

cash reserves and zero-debt

status support high payout ratio

(p.217).

15
Auditor KAM:

Insurance Claim

Profit ↑ — valuation risk;

₹53.13 Cr claim recognized

based on management

judgment.

⚠
Insurance claim

receivable ₹53.13 Cr

Auditor notes significant

judgment in admissibility;

shortfall would hit future P&L

(p.192).

16
Asset Creation via

RPT

Profit ↓ — value leakage; ₹3.45

Cr spent on promoter-owned

land via CSR.

🚩
CSR spend on Fiem

Foundation land

Capital asset creation on

promoter-controlled land using

company CSR funds (p.68).

17
Unaudited

Subsidiary

Neutral — transparency gap;

Fiem Kyowa (HK) Mould Co.

statements are unaudited.

⚠
Management

certified JV accounts

While immaterial, represents a

minor gap in independent

verification (p.193).

4. MANAGEMENT & GOVERNANCE

A. Auditor Report & Key Audit Matters * Audit Opinion: Unqualified Opinion. * KAM 1: Tapukara Fire Incident:

Auditor focused on the recognition of a ₹53.13 Cr insurance claim receivable following the Unit-8 fire (Aug 2025).

The audit involved evaluating "significant management judgment" regarding the admissibility of the claim and the

quantitative assessment by external surveyors. * KAM 2: Revenue Recognition: Focus on the risk of incorrect

cut-off and the complexity of rebate/discount arrangements. Auditor tested IT controls within SAP and performed

substantive testing on sales transactions near year-end to ensure compliance with Ind AS 115. * Other Matter:

The financial statements of the 50:50 Joint Venture, Fiem Kyowa (HK) Mould Company Limited, were unaudited

and certified by management. * Auditor Change: No change in auditors; M/s Anil S. Gupta & Associates

continue their 5-year term.

B. Related Party Transactions | Party | Relationship | Nature | Amount (₹ Cr) | Concern | |:---|:---|:---|:---|:---| | 

Promoter Group | Promoters | Dividends Paid | 46.56 Cr | High cash alignment; 58.9% of total dividends. | | 

Jain Family KMPs | Management | Remuneration | 6.60 Cr | Aggregate pay for 4 family members; stable YoY. | |

Aanchal / Rahul Jain | KMPs/Promoters | Lease Rent | 2.46 Cr | Value Leakage: Recurring payment for

business premises to promoters. | | Fiem Foundation | Promoter Entity | CSR Contribution | 4.62 Cr | 

Governance Risk: 100% of CSR spent via promoter trust; includes land/building for Skill Centre on promoter

land. | | Fiem Auto | Promoter Entity | Brand Royalty | 0.50 Cr | Fixed nominal fee for brand usage. |

C. Shareholding | Shareholder Category | Mar 2026 (%) | Mar 2025 (%) | |:---|---:|---:| | Promoters | 54.45 | 58.96

| | Public | 45.55 | 41.04 | * Pledged Shares: 0.00% of promoter holding. * Note: Promoter holding decreased

from 58.96% to 54.45% during FY26.

D. Board Composition + KMP Compensation * Total Directors: 14 | Independent %: 50% (7/14) | Women

Directors: 4. * Family Compensation: The Jain Family (4 members: J.K. Jain, Seema Jain, Rahul Jain,

Aanchal Jain) draws an aggregate of ₹6.60 Cr, representing 40.2% of total KMP pay. * YoY Growth: Rahul

Jain's remuneration grew by 25% (to ₹1.80 Cr), while the CMD and WTD remained flat. * Revenue Correlation:

Total Managerial Remuneration (₹16.42 Cr) grew by 13.91%, lagging the 22.98% growth in Operating Profit.



F. Capital Allocation & Capex | Action | FY Current (₹ Cr) | FY Prior (₹ Cr) | % of CFO | Signal | |:---|:---|:---|:---|:---|

| Dividends | 79.00 Cr | 53.00 Cr | 49.07% | Positive | | Capex | 130.00 Cr | 130.00 Cr | 80.75% | Growth | | 

Working Capital Inv. | 157.00 Cr | 12.00 Cr | 97.52% | 🚩 Concern | | Interest Payments | 3.00 Cr | 2.00 Cr |

1.86% | Debt-Free | | Asset Sales | 1.00 Cr | 28.00 Cr | 0.62% | Neutral | | Lease Liabilities | 66.00 Cr | 22.00

Cr | 40.99% | ⚠ Leverage |

CAPEX Analytical Notes: * CFO Coverage of Capex: Ratio of 1.24x indicates the company is still self-funding

capex, but the margin of safety has narrowed significantly from 1.79x. * Nature of Capex: Heavy investment in 

EMI/EMC Testing Labs and Fully Automated Turn Signal Assembly Lines. * Deployment Efficiency: Capex

remained flat at ₹130 Cr while revenue grew 16.2%, suggesting a focus on technology absorption. * Key

Takeaways: The commissioning of the in-house EMI/EMC lab is a strategic moat, reducing R&D lead

times and external dependency.

H. Risks * Customer Concentration: Top 3 OEMs = 69.14% of revenue. Loss of one contract could hit topline

by >20%. * Insurance Claim Recovery: ₹53.13 Cr receivable for fire damage. Rejection would lead to a direct

P&L write-off. * Receivable Divergence: Receivables grew 3.7x faster than sales, signaling potential channel

stuffing. * Forex Exposure: Net FX outgo of ₹497.83 Cr; unhedged imports could compress margins if INR

weakens. * Lease Leverage: Lease liabilities tripled to ₹66 Cr, increasing fixed financial obligations.

5. SCORECARD & VERDICT

Part A: Scorecard

Dimension
Rating

(1–5)
Delta Key Evidence One-line Rationale

Business Quality 4 ↑
LED share 63%; 4W validation

from M&M/Mercedes.

Strong tech pivot and product mix

improvement despite concentration.

Financial Health 4 →
D/E 0.0x; Cash ₹280 Cr; CFO/

PAT 0.63.

Debt-free status and high cash balance

offset poor cash conversion.

Earnings Quality 2 ↓
Receivables +60% vs Sales

+16%; CFO < PAT.

Aggressive year-end billing and reliance on

insurance claim recognition.

Management &

Governance
3 ↓

CEO exit; 100% family MD/JMD;

CSR on promoter land.

Professionalization reversal and RPT value

leakage concerns.

Capital Allocation &

Earnings Visibility
4 →

ROCE 29%; EMI/EMC lab moat;

₹41 Cr Capex plan.

Disciplined capex and high ROCE provide

visible growth runway.

BUSINESS POSITIVES (for this company this year) * ✅ LED Revenue Share: Increased to 63% of total

revenue, driving margin expansion to 14% OPM. * ✅ Strategic Moat: Commissioning of in-house EMI/EMC Lab

drastically reduces R&D lead times. * ✅ Debt-Free Status: Maintained zero long-term and short-term bank

borrowings with ₹280 Cr cash buffer. * ✅ 4W Segment Traction: Operationalizing orders for Mercedes-Benz

and M&M, diversifying beyond 2W. * ✅ High Returns: Delivered a robust ROCE of 29% and maintained a 41%

dividend payout.

BUSINESS NEGATIVES / CONCERNS (for this company this year) * 🔴 Cash Flow Divergence: CFO (₹161

Cr) is significantly lower than PAT (₹256 Cr) due to working capital bloat. * 🔴 Receivable Stress: Trade

Receivables grew 59.9%, 3.7x faster than revenue growth of 16.2%. * 🔴 Governance Pivot: Exit of professional

CEO Vineet Sahni and return to 100% family-led executive management. * 🔴 Operational Risk: Second major

fire in three years (Unit VIII) resulting in a ₹53.13 Cr pending insurance claim. * 🔴 Value Leakage: ₹3.45 Cr of

CSR funds used to develop assets on land owned by the Promoter-controlled Fiem Foundation.



OVERALL SCORECARD SUMMARY Fiem Industries presents a dichotomy of excellent operational

performance and deteriorating governance/cash flow quality. While the business is successfully transitioning into

a high-tech electronics player with superior ROCE and a debt-free balance sheet, the financial statements show

signs of aggressive year-end revenue recognition (receivables growing 3.7x faster than sales). The reversal of

professionalization following the CEO's exit and the use of CSR funds for promoter-land development are

notable governance setbacks. Overall, the business is on a stable operational trajectory but a weakening

governance and earnings quality trajectory.

Part B: Governance Check Matrix

# Check Status Evidence

1 Audit opinion clean? ✅ Unqualified opinion (p.192).

2 Promoter pledge = 0? ✅ 0.00% pledged (p.81).

3 KMP pay < 5% of PAT? ⚠ Total KMP pay ₹16.42 Cr is ~6.4% of PAT.

4
RPT quantum < 5% of

revenue?
✅ RPTs are 0.87% of revenue.

5 Board > 50% independent? ✅ 50% (7 out of 14 directors).

6 At least 1 woman director? ✅ 4 women directors present.

7
No statutory dues

outstanding?
✅

Statutory dues decreased to ₹17.98 Cr; no major

defaults.

8 No fraud reported? ✅ No fraud reported by auditors.

9 Audit trail enabled? ✅ Confirmed in auditor's report.

10 Frequent Auditor change ✅ M/s Anil S. Gupta & Associates in 5-year term.

Total: 9/10 ✅ — Governance

Rating: 3

Part C: Investor Verdict

THESIS: Fiem is a high-alpha play on the "LED-ification" of the Indian auto sector, transitioning from a

component maker to an electronics partner, though currently marred by poor cash conversion and a return to

promoter-centric management. OVERALL STANCE: WATCH RATIONALE: Excellent business fundamentals

and tech-moat are currently offset by a 30% drop in CFO and the exit of professional leadership. RE-EVALUATE

WHEN: CFO/PAT returns to >0.85x and Trade Receivables growth aligns with Revenue growth (<20%). BULL

CASE: Successful 4W scale-up to 15% of revenue and full recovery of the ₹53 Cr insurance claim. BEAR

CASE: A third fire incident or a significant write-off of the insurance claim/receivables. KEY MONITORABLE:

Trade Receivables: ₹388 Cr → Watch for reduction to <₹300 Cr.



7. YEAR-OVER-YEAR ANALYSIS

7.1 Changes

Metric / Theme Summary A Status Summary B Status Forensic Takeaway

Working Capital

Efficiency

Receivables grew 25.1%

(1.3x sales growth), showing

moderate stretch.

Receivables grew 59.9%

(3.7x sales growth),

signaling a severe

decoupling from revenue.

The massive spike in receivables relative to

sales suggests aggressive year-end

revenue recognition or significant

deterioration in collection quality.

Earnings

Quality (Cash

Flow)

Robust cash conversion with

a CFO/PAT ratio of 1.14.

Weak cash conversion with

a CFO/PAT ratio of 0.63.

Reported profits are increasingly "paper-

based" as operating cash flow plummeted

by 30% despite a 25% surge in net profit.

Management

Structure

Professionalized leadership

with a non-family CEO as the

highest-paid executive.

Re-family-ization of

leadership following the

professional CEO's

resignation.

The exit of professional management and

elevation of family members to MD/JMD

roles signals a strategic retreat toward

centralized promoter control.

Capital

Allocation

(Financing)

Purely self-funded growth

with minimal lease liabilities

(₹22 Cr).

Continued self-funding but

lease liabilities tripled to ₹66

Cr.

The company is increasingly utilizing off-

balance sheet lease financing to support its

technology-heavy expansion while

maintaining a "bank-debt-free" headline.

IT Governance

& Controls

Audit trail feature not enabled

for database/administrative

access.

Audit trail feature confirmed

as enabled and compliant.

The remediation of the database-level audit

trail gap significantly reduces the forensic

risk of undetected manual financial

overrides.

7.2 Persistent Patterns

Extreme Customer Concentration: The company remains structurally tethered to three major OEMs

(Honda, TVS, Yamaha), which consistently account for 68-69% of total revenue.

Debt-Free Fortress: Maintenance of a virtually debt-free balance sheet with a massive cash cushion

(consistently >₹280 Cr) remains a core financial pillar.

Elite Capital Efficiency: Consistent delivery of ROCE between 28% and 29%, demonstrating an elite ability

to sweat manufacturing assets and high-value product mixes.

Systemic RPT Value Leakage: Persistent payment of lease rents to promoters and the use of CSR funds

for capital assets on promoter-owned land remain recurring governance friction points.

Structural LED Pivot: A sustained and successful transition toward LED lighting, which now commands

63% of automotive revenue, continues to drive ASP growth.

Operational Vulnerability (Fire Risk): Recurring fire incidents (Unit-7 in Summary A and Unit-8 in Summary

B) highlight a persistent industrial safety risk and heavy reliance on insurance claim receivables.

High Dividend Payout: Management maintains a consistent policy of returning 39-41% of profits as

dividends, ensuring high cash alignment with the promoter group.
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