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EXECUTIVE SUMMARY

Engagement Context & Overall Assessment

Trusted Authority Al was engaged by the Board of KV Precision Industries Sdn. Bhd. to conduct a comprehensive Al
Readiness Audit and Smart Factory Transformation Assessment across both production facilities in Shah Alam, Klang
Valley. The engagement was designed to deliver an evidence-based, commercially grounded assessment of the
company's current operational maturity, technology infrastructure, and Al transformation readiness - and to identify,
prioritise, and financially model the Al and Industry 4.0 investments that will deliver the greatest measurable return
within a defined transformation horizon.

The audit was conducted over a ten-week period from March to May 2026, encompassing structured interviews with
the MD, Production Director, Quality Manager, Maintenance Manager, Supply Chain Manager, Finance Director, and
12 operational team leaders; full operational walkthroughs of both production facilities; technology infrastructure review;
financial and production data analysis; and benchmarking against Malaysian automotive manufacturing standards,
ASEAN industrial competitiveness data, and global Industry 4.0 adoption benchmarks.

Overall Al Readiness Score: 34/ 100 - LOW MATURITY

KV Precision Industries operates with a technology foundation that is functional but significantly below the maturity
level required to compete effectively in the evolving Malaysian and ASEAN automotive manufacturing landscape. The
company has invested in ERP (SAP Business One), basic SCADA on three production lines, and ISO/IATF quality
systems — but has not yet integrated these systems, deployed real-time production intelligence, or implemented any
Al-enabled capability across its operations.

This assessment places KV Precision Industries in the bottom quartile of Malaysian Tier 1 and Tier 2 automotive
suppliers on Al readiness - a position that presents both significant risk and transformational opportunity. The business
is generating substantial operational data it does not yet use, experiencing avoidable costs that Al can eliminate, and
facing competitive and regulatory pressures (NIMP 2030, customer digitalisation mandates, ESG reporting) that make
Al transformation a strategic imperative rather than a future option.

Strategic Opportunities - Summary

* Predictive maintenance across both facilities: RM 1.82M-RM 3.24M in annual recoverable downtime cost at
current OEE of 63.4%.

*  Computer vision quality inspection: Scrap and rework rate of 3.6% against a world-class benchmark of 0.4-0.8% -
representing RM 1.12M—RM 2.18M in annual recoverable quality cost.

* Al production scheduling: Estimated 11-18% throughput improvement opportunity from current manual scheduling
inefficiencies across two facilities.

* Intelligent inventory optimisation: RM 14.2M in current WIP and raw material inventory; Al-driven optimisation
modelled to reduce carrying cost by RM 680K—RM 1.24M annually.

* Energy optimisation Al: RM 3.84M annual energy spend with Al-identified saving potential of RM 460K—-RM 820K
per year.

*  NIMP 2030 Smart Factory pathway: Certification-ready within 18 months under the recommended Al roadmap -
unlocking MIDA incentives, MNC contract access, and government procurement eligibility.

Key Operational Risks

* OEE of 63.4% against a world-class benchmark of 85%+ - an annual capacity gap equivalent to RM 6.8M+ in lost
production value.

* Unplanned downtime averaging 9.2% of available production time - consistently above the 4-5% Malaysian
automotive manufacturer average.

* Three Tier 1 automotive customers have issued formal supplier digitalisation requirements for calendar year 2027,
citing real-time quality data, automated SPC reporting, and production visibility as conditions of supply agreement
renewal.

* The absence of a connected quality management system creates regulatory exposure under IATF 16949:2016
requirements and customer audit risk.

* Manual production scheduling across two facilities generates significant cross-facility sequencing conflicts,
estimated to cost RM 480,000-RM 680,000 annually in schedule recovery, expediting, and overtime.
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High-Level Financial Summary

Al Initiative \ Conservative p.a. Mid-Point p.a. \ Optimistic p.a.
1. Predictive Maintenance RM 912K RM 1,380K RM 1,920K
2. Computer Vision Quality Al RM 680K RM 1,060K RM 1,540K
3. Al Production Scheduling RM 520K RM 820K RM 1,140K
4. Intelligent Inventory Al RM 380K RM 580K RM 820K
5. Energy Optimisation Al RM 280K RM 420K RM 620K
6. Supply Chain Analytics Al RM 220K RM 340K RM 480K
7. Smart Factory / Digital Twin RM 340K RM 560K RM 820K
8. Al Quality & SPC Reporting RM 180K RM 280K RM 400K
TOTAL ANNUAL NET BENEFIT RM 3.51M RM 5.44M RM 7.74M
Total 36-Month Investment RM 3.28M RM 3.28M RM 3.28M
Net 36-Month Programme Value RM 7.25M RM 13.04M RM 19.94M
Overall Payback Period 21-26 months 13-17 months 9-13 months

Strategic Verdict: KV Precision Industries has a HIGH-PRIORITY, HIGH-VALUE Al and Smart Factory
transformation opportunity.

The combination of significant quantifiable operational inefficiency, time-sensitive customer and regulatory
pressure, and a compelling NIMP 2030 incentive landscape creates both the financial justification and the
strategic urgency for immediate Al investment.

The recommended phased approach generates positive programme cash flow within the first six months and
positions the company as a NIMP-certified Smart Factory leader within 18 months.
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Executive Decision Dashboard

KV PRECISION INDUSTRIES SDN. BHD.
Al READINESS AUDIT — EXECUTIVE DECISION DASHBOARD

TAI-ARA-KVPI-2

34 RM 3.28M RM 13.86M RM 28.69M

/100 36 months net value net value
LOW MATURITY Phased - Self-funding from M6 321% ROI - Payback M16 775% ROI - Payback M8
High transformation opportunity 3 implementation stages 55% benefit realisation 95% benefit realisation

Al READINESS SCORECARD — OPERATIONAL DOMAINS

) . NIMP
Qhaln 34/100 - LOW maturity - NIMP Target: 70/10G{shawn as dashed lipgl,; marurity Maturity Level Al-Ready - 65
Production Planning & Scheduling 30/100 I H
Manufacturing Execution (MES) 28/100 I H
Factory Floor Visibility 24/100 I i
Maintenance Management 26/100 I H
Inventory & WIP Management 38/100 I H
Quality Assurance & Defect Mgmt 34/100 I H
Energy Management 20/100 IEEEES—— i
Data Infrastructure & Analytics 24/100 I i
Technology Integration 25/100 I i
Leadership & Workforce Readiness 48/100 H
Al INITIATIVE PRIORITY MATRIX TOP FINANCIAL FINDINGS
Annual value (RM M) vs. Implementation Complexity : Bubble = Year 1 investment Current annual cost of inaction — addressable with Al

@ Unplanned Downtime

- RM 3.82M-5.12M

9.2% unplanned downtime - 68 assets
42:58 planned-to-reactive ratio
QUICK WINS * STRATEGIC
Scrap & Rework Quality
RM 1.80M-3.20M

3.6% combined rate - 182 PPM defects
3.4-day root cause cycle

INVESTMENTS
RM15M

Inventory Lock-Up
RM 14.2M tied up

RM 824K annual financing cost
74% forecast accuracy

RM10M
$ Energy Waste
RM 461K-845K saving
3 RM 3.84M spend, no sub-metering
@ % Max demand unoptimised
e hedule & Billi
LOW PRIORITY FUTURE OPTIONS Schedule & Bi ing
i D RM 768K-1.1M
d Bubble = Year 1 investment 284 hrs OT/month - 18 conflicts/month
RM 748K billing leakage
RMEMERMEIOK
RMo TO ADDRESSABLE VALUE: RM 14M
« Low Implementation Complexity High —
36-MONTH PROGRAMME — INVESTMENT VS. CUMULATIVE NET RETURN
- Total Programme Investment [Jll 36-Month Net Return (scenario colour) STRESS TEST SUMMARY
RM30M +RM 28.69M Conservative baseline: RM 13.86M - 321% ROI
RM25M Mild stress (—15%) RM 9.86M net - viable
+RM 20.85M
RMZOM Moderate (—25%) RM 7.22M net - viable
e +RM 13.86M 8.7_;( Severe (—40%) RM 4.23M net - viable
6.% Extreme (2 fail) RM 1.84M net - viable
RM10M
4.2>>< ) ‘ .
Catastrophic (3 fail): RM 0.86M net - viable
RM5M RM 3.28M RM 3.28M RM 3.28M

Break-even requires Only 18% of benefit

Conservative Mid-Point Optimistic

Months 1-6 Months 7-18 Months 1
Approve Phase 1 investment of RM 704,000 immediately. ogths onth onth

Deploy Energy Al - Predictive Maintenance - Al Quality SPC.

Programme is cash-positive by Manth 6.

? Smart F
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SECTION 1 - BUSINESS OVERVIEW & OPERATING CONTEXT

1.1 Corporate Profile

Attribute

' Detail

Legal Entity
Headquarters

Production Facilities

Year Established

Total Employees

Annual Revenue (FY2025)
Revenue Growth - 3-Year CAGR
EBITDA Margin (FY2025)

Net Profit Margin (FY2025)
Production Shifts

Annual Production Volume
Quality Certifications

Customer Base

Export Markets
ERP System
MES

SCADA /PLC

Maintenance System

Current OEE (combined, FY2025 avg.)

1.2 Production Portfolio

Product Category

Precision automotive components (brackets, housings, shafts) Facility B

KV Precision Industries Sdn. Bhd.
Shah Alam, Selangor, Klang Valley, Malaysia

Facility A - Electrical Motors & Industrial Assemblies (Shah Alam
North)

Facility B - Precision Automotive Components & Engine Parts (Shah
Alam South, adjacent)

2001

340 (full-time) + 38 (contract / temp / shift relief)

RM 118.4 Million

8.6%

11.2%

5.8%

3 shifts x 5 days; Facility B runs 6 days during peak periods
Approx. 4.2 million components and assemblies (combined)
ISO 9001:2015 | IATF 16949:2016 | ISO 14001:2015

Tier 1 & Tier 2 suppliers to Proton, Perodua, Toyota Malaysia, Honda
Malaysia, industrial OEMs

Singapore, Thailand, Indonesia, Vietnam (combined 22% of revenue)
SAP Business One (v10.0 - implemented 2018, partially utilised)

Partial - bespoke spreadsheet-based production tracking on Facility A;
none on Facility B

SCADA on 3 of 12 production lines; PLCs on all CNC and press lines

Paper-based PM schedules + basic CMMS (standalone, not ERP-
integrated)

63.4%

Facility ' FY2025 Revenue Share
34% - RM 40.3M

Electrical motors (fractional HP and industrial-grade) Facility A 28% - RM 33.2M

Complex engine production parts (blocks, covers, manifolds) Facility B 22% - RM 26.0M

Industrial and vehicle-related assemblies Facility A 16% - RM 18.9M

TOTAL Both 100% - RM 118.4M
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1.3 Operating Environment & Market Pressures

Automotive Supply Chain Context

KV Precision Industries operates as a Tier 2 manufacturer within the Malaysian automotive supply chain, supplying
critical precision components to Tier 1 assemblers serving Proton, Perodua, Toyota Malaysia, and Honda Malaysia.
This supply chain position creates a distinctive set of competitive and operational demands that directly shape the Al
transformation priorities identified in this audit.

Malaysian automotive OEMs are accelerating their supplier digitalisation programmes in response to global automotive
platform requirements. Three of KV Precision Industries' major Tier 1 customers have issued formal Supplier Quality
and Technology Requirements documents specifying that real-time quality data sharing, automated Statistical Process
Control reporting, and production schedule visibility will be mandatory conditions of supply agreement renewal from
January 2027. This creates a hard technology deadline that significantly elevates the urgency of the Quality Al and
Smart Factory initiatives in this plan.

NIMP 2030 & Industry 4.0 Alignment

Malaysia's New Industrial Master Plan 2030 (NIMP 2030) establishes smart manufacturing transformation as a national
economic priority, with specific incentive structures, grant programmes, and certification pathways designed to
accelerate Industry 4.0 adoption among Malaysian manufacturers. KV Precision Industries is precisely the target profile
for NIMP 2030 support: a mid-sized, Malaysian-owned precision manufacturer in the automotive supply chain, with the
operational scale to benefit meaningfully from Smart Factory certification and the growth ambition to leverage the
associated commercial advantages.

NIMP Smart Factory certification unlocks: MIDA capital allowances and automation grants; preferential access to
government-linked automotive procurement programmes; Tier 1 customer supply chain qualification advantages; and
export market credibility in Singapore, Thailand, and Vietnam - all markets that are requiring their Malaysian suppliers
to demonstrate Industry 4.0 alignment.

NIMP 2030 Pillar KV Precision Current State Gap to Certification

Connected Factory (loT & Data Partial - SCADA on 3 lines only;  Significant - full IoT instrumentation

Infrastructure) no unified data layer required on all lines

Data-Driven Operations & Analytics Low - no analytics platform; Major - requires data warehouse, B,
manual reporting throughout and Al analytics layer

Predictive & Autonomous Operations Very Low - reactive Major - predictive maintenance and
maintenance; manual QC vision QC required

Digital Integration & Collaboration Low - SAP Business One Moderate - API integration and
partially used; no supplier portal  supplier connectivity needed

Sustainability & ESG Monitoring Very Low - manual energy Significant - automated ESG data
reporting; no carbon tracking collection required

ASEAN Manufacturing Competitiveness Context

KV Precision Industries competes within an ASEAN automotive components manufacturing landscape that has shifted
significantly in the past five years. Thailand, Vietnam, and Indonesia have made substantial national investments in
manufacturing digitalisation and Industry 4.0 capability, supported by government incentive programmes and foreign
direct investment from automotive OEMs who prefer suppliers with advanced technology infrastructure. Malaysian
manufacturers who do not match this pace of digitalisation risk being displaced from regional supply chains in favour of
lower-cost ASEAN competitors with equivalent or superior technology capability.

The Al and Smart Factory transformation recommended in this report is not a discretionary upgrade. It is the structural
investment required to maintain KV Precision Industries' position in the Tier 1 and Tier 2 automotive supply chain over
the next three to five years.
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SECTION 2 - CURRENT STATE ASSESSMENT

2.1 Al Readiness Scorecard

Domain ' Score /100  Maturity | Critical Gaps

Production Planning & Scheduling 30/100 Low Manual MPS/MRP; no Al scheduling;
cross-facility conflicts unresolved

Manufacturing Execution (MES) 28 /100 Very Low Spreadsheet MES (Fac A); no MES (Fac
B); no real-time shop floor data

Factory Floor Visibility 24/100 Very Low No unified factory dashboard; data in silos;
no live OEE monitoring

Maintenance Management 26 /100 Low Reactive maintenance dominant; basic
CMMS not ERP-integrated; no predictive
capability

Inventory & WIP Management 38/100 Emerging SAP BO used for stock; no Al optimisation;
excess WIP systemic issue

Procurement & Supplier Coordination 36/100 Low—Emerging SAP PO module used; no Al analytics;
supplier performance manual

Quality Assurance & Defect Management 34/100 Low Manual SPC; paper-based QC; no
computer vision; no automated non-
conformance

Cross-Departmental Data Sharing 22 /100 Very Low No integration between SCADA, CMMS,
SAP, and quality systems

Operational Reporting & Analytics 25/100 Low Manual weekly reports; Excel-compiled
KPls; no automated dashboards

Energy Management 20/100 Very Low Monthly meter readings; no sub-metering;
no analytics

Data Infrastructure & Architecture 24/100 Very Low Data siloed in 4+ disconnected systems;

no data warehouse

Leadership & Workforce Digital Readiness 48 /100 Emerging MD and directors engaged; shop floor
digital skills need development

Overall Weighted Al Readiness Score: 34/100 - LOW MATURITY
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2.2 Production Planning & Manufacturing Execution

Production Planning

Production scheduling across both facilities is managed by the Planning Manager using SAP Business One's basic

production order module, supplemented by manually maintained Excel master production schedules. The cross-
sequencing of work - particularly for components that are machined in Facility B and assembled in Facility A - is

facility

managed through daily morning meetings and WhatsApp coordination between facility supervisors. This process is

fundamentally manual and generates measurable inefficiencies in schedule adherence, cross-facility material flo
production bottleneck management.

w, and

Production Planning KPI KV Precision Current World-Class / Al-Enabled Benchmark
Schedule adherence rate 72.4% 92-96%

Average production planning cycle time 2.5 days Same day / real-time
Cross-facility sequencing conflicts (per avg. 18 incidents avg. 2-3

month)

Schedule recovery overtime (monthly) avg. 284 hours avg. 60-80 hours

Capacity utilisation accuracy vs. plan 68% 88-94%

MPS update frequency Weekly Continuous (Al-driven)
Demand forecast accuracy (3-month 74% 88-93%

horizon)

Manufacturing Execution

Facility A operates a bespoke spreadsheet-based production tracking system, updated by shift supervisors at the end

of each shift. Facility B has no formal MES - production progress is tracked through operator count sheets and e

nd-of-

shift supervisor summaries. In both cases, the data generated is backward-looking (reporting what happened in the

previous shift), not real-time. There is no live visibility of work-in-progress position, machine status, operator
productivity, or quality defect emergence during the shift.

2.3 OEE Performance Analysis

Overall Equipment Effectiveness (OEE) is the master productivity metric for KV Precision Industries' production assets.

The FY2025 combined OEE of 63.4% breaks down as follows:

OEE Component KV Precision FY2025 IATF Benchmark
Availability (uptime vs. planned time) 79.8% 88-92%
Performance (speed vs. ideal cycle time) 82.6% 88-93%
Quality (good parts vs. total parts) 96.4% 98.5-99.4%
COMPOSITE OEE 63.4% 72-80%

At RM 118.4M annual revenue, each percentage point improvement in OEE at current product mix and pricing
generates approximately RM 900,000-RM 1.1M in additional production value.

The 20-point OEE gap between KV Precision's current performance and the Al-enabled benchmark therefore

represents RM 18M—RM 22M in latent annual capacity - available without capital investment in new equipment.
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2.4 Maintenance Management Assessment

Maintenance is the area of highest financial risk and highest Al-improvement potential in KV Precision Industries'
operations. The company operates 68 production assets across both facilities - CNC machining centres, hydraulic
presses, stamping lines, motor winding equipment, assembly lines, and material handling systems. Maintenance
across all assets is managed primarily on a reactive basis, supplemented by calendar-based preventive maintenance
schedules maintained in a standalone CMMS that is not integrated with SAP Business One, the shop floor systems, or
any sensor data.

Maintenance KPI KV Precision FY2025 Al Predictive Benchmark
Unplanned downtime rate (% of planned time) 9.2% 2.5-4.0%

Mean time between failures (MTBF) - CNC lines avg. 18.4 days avg. 42-68 days

Mean time to repair (MTTR) - avg. all assets 4.8 hours 2.0-2.8 hours

Planned vs. unplanned maintenance ratio 42:58 75:25

Annual maintenance cost (direct + downtime) RM 4.28M est. RM 2.20M-2.60M
Maintenance cost as % of asset replacement value 8.4% 3.5-5.0%

Condition monitoring coverage 12% of assets (3 lines) 80-100% of critical assets
Predictive maintenance capability None Al-driven on all Tier 1 assets

2.5 Quality Assurance Assessment

Quality management at KV Precision Industries operates under IATF 16949:2016 certification, supported by a Quality
Management System (QMS) that defines inspection procedures, non-conformance reporting, and corrective action
processes. However, the execution of quality control on the shop floor remains primarily manual: CMM (Coordinate
Measuring Machine) data is recorded on paper inspection sheets, SPC charts are maintained manually by quality
technicians, first-article inspection results are filed in paper binders, and non-conformance reports are raised on
physical NCR forms that are then transcribed into Excel for monthly quality review.

Quality KPI KV Precision FY2025 IATF / Al-Enabled Benchmark

Overall scrap rate (both facilities) 1.8% 0.2-0.4%

Overall rework rate (both facilities) 1.8% 0.2-0.5%

Combined scrap + rework rate 3.6% 0.4-0.9%

Customer PPM (parts per million defective) avg. 182 PPM target < 50 PPM (OEM
requirement)

First-time quality pass rate (Facility B) 94.2% 98.5-99.5%

Average time from defect to root cause 3.4 days Same shift (Al-assisted)

identification

SPC compliance rate (manual charts) 68% of specified 98%+ (automated)

characteristics
Customer quality audits resulting in CAR 4 in FY2025 Target: 0
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2.6 Technology Infrastructure Assessment

System Status \ Key Gaps for Al Readiness
ERP - SAP Business One v10.0 Installed 2018; approx. 55% No real-time production integration; MRP
module utilisation run manually; no Al module
MES (Manufacturing Execution Facility A: spreadsheet-based; No real-time job tracking; no WIP
System) Facility B: none visibility; no OEE monitoring
SCADA/PLC SCADA on 3 of 12 lines; PLC No unified data layer; SCADA data not
on all CNC/press accessible outside control room
CMMS (Maintenance) Standalone system - not No predictive capability; PM schedules
integrated with ERP paper-based; no sensor integration
Quality Management (QMS) Paper-based on floor; Excel- No automated SPC; no vision inspection;
compiled monthly no real-time non-conformance
Sensor / IoT Infrastructure Very limited - vibration sensors No temperature, current, acoustic, or
on 2 assets only pressure monitoring across fleet
Energy Monitoring Manual meter reading monthly No sub-metering; no real-time
consumption data by line or machine
Data Warehouse / Bl Platform None All data siloed; no analytics infrastructure;
no automated dashboards
API | Integration Layer None No inter-system integration; all data
transfer manual or via CSV export
Robotics / Automation 2 collaborative robots (Facility No Al-guided robotics; cobots not
A); 4 fixed automation cells connected to quality or scheduling
(Facility B) systems

2.7 Data Maturity Assessment

A data quality and accessibility audit was conducted across all primary KV Precision Industries systems. The findings
identify data maturity as the most fundamental constraint on Al deployment - and an area that requires structured
investment as a parallel workstream to the Al initiative deployments.

* SAP Business One data quality assessment: 26% of production order records have incomplete or inconsistent
routing data; 18% of inventory records have unreliable last-count dates; cost centre allocation is inconsistent
across facilities.

* SCADA data on the three instrumented lines is high-quality and time-series continuous - this is the most Al-ready
data asset in the organisation and should be the starting point for the predictive maintenance pilot.

* Quality data is almost entirely on paper and inaccessible for analytics without a digitisation effort. Historical defect
pattern data - which is extremely valuable for Al quality model training - exists in paper NCR files going back to
2018 but has never been digitised.

* Maintenance data in the CMMS is inconsistently recorded; work order completion times, failure codes, and parts
usage are filled in by different technicians to different standards. A data standardisation sprint is required before Al
maintenance models can be trained.

* No unified production data dictionary exists. The same machine is referred to by three different identifiers across
SCADA, SAP, and the CMMS - making any cross-system analysis require manual matching.

Data Foundation Priority: The data quality and integration work described above is not optional preparation
for Al - it is a core component of the Al programme investment.

The recommended Phase 1 workstream explicitly funds and resources data foundation activity alongside the
first Al deployments, sequenced to ensure Phase 2 initiatives have the data quality they require.
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SECTION 3 - KEY PAIN POINTS & OPERATIONAL BOTTLENECKS

The following pain points were identified through stakeholder interviews, production floor observation, financial data
analysis, and system review. They are presented in order of combined financial impact and strategic urgency.

Pain Point 1 - Unplanned Downtime: The Largest Single Cost Leak

At 9.2% of planned production time, unplanned downtime across KV Precision Industries' two facilities costs the
business significantly more than the direct maintenance expenditure suggests.

When the full cost is modelled - lost production output, emergency maintenance labour, expediting costs to meet
delivery commitments, overtime to recover schedule, and the cost of customer delivery failures - the total annual
impact of unplanned downtime is estimated at RM 3.84M — RM 5.12M.

Downtime Cost Element Annual Estimate Benchmark Potential
Lost production output (at contribution margin) RM 2.24M Reducible by 55-70% with
predictive maintenance
Emergency maintenance labour and parts premium RM 680,000 Reducible by 60-75%
Overtime to recover production schedule RM 384,000 Reducible by 50-65%
Customer delivery failure penalties / expediting RM 286,000 Reducible by 70-80%
Scrap and rework caused by restart quality issues RM 228,000 Reducible by 50-60%
TOTAL ANNUAL DOWNTIME COST (estimated) RM 3.82M-RM 5.12M Al target: RM 1.15M-RM 1.80M

Pain Point 2 - Scrap & Rework: RM 1.8M-RM 3.2M Annual Cost

The combined scrap and rework rate of 3.6% across both facilities generates one of the most significant and
recoverable cost burdens in the business. At KV Precision's current revenue level and product cost structure, each
percentage point of combined scrap/rework represents approximately RM 900,000—RM 1.1M in direct material, labour,
and overhead cost. The current 3.6% rate against a world-class benchmark of 0.4—0.9% identifies a gap of
approximately 2.7-3.2 percentage points - representing RM 2.4M—RM 3.5M in recoverable annual cost.

* Facility B (precision automotive components) carries the highest scrap rate at 2.1% - driven primarily by
dimensional variability in CNC turning and milling operations where tool wear is not monitored in real time.

Rework on motor winding operations in Facility A accounts for 38% of total rework cost - traceable to manual
winding tension inconsistency and the absence of in-process tension monitoring.

Average time from defect identification to root cause analysis is 3.4 days - meaning defective production continues
for an average of 3.4 days between a defect's origin and its correction. Al-assisted root cause analysis reduces this
to same-shift identification.

Customer PPM of 182 against an OEM-required target of under 50 PPM creates active supply chain risk: two
customers have issued formal supplier quality improvement requirements in the past 12 months.

Pain Point 3 - Manual Production Scheduling: RM 480K—-RM 680K Annual
Impact

The absence of an Al-powered production scheduling system creates a persistent and measurable inefficiency
cascade across both facilities. The root cause is that the Planning Manager's manual scheduling process - building
master production schedules in Excel and SAP Business One's basic production order module - cannot simultaneously
optimise across machine capacity, labour availability, tooling constraints, material availability, due date priority, and
cross-facility sequencing dependencies. The result is a schedule that is theoretically feasible but operationally fragile:
any deviation from plan - a machine fault, a material shortage, a quality hold - requires manual rescheduling that
propagates delays across the entire production order book.
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Scheduling Inefficiency Cost ' Annual Estimate Al Scheduling Target
Schedule recovery overtime (284 hrs/month) RM 426,000 Reduced to < 80 hrs/month
Expediting costs - material and logistics RM 138,000 Reduced by 70%+
Cross-facility sequencing conflict rework RM 92,000 Eliminated with Al sequencing
Customer late delivery penalties RM 68,000 Reduced by 80%+
Production planning staff overtime RM 44,000 Eliminated

TOTAL RM 768,000 Al target: < RM 180,000

Pain Point 4 - Inventory & WIP Excess: RM 14.2M Locked Up

KV Precision Industries carries RM 8.4M in raw material and purchased component inventory and RM 5.8M in WIP
across both facilities - a combined RM 14.2M inventory position that is consistently higher than demand and production
variability justifies. The root cause is a combination of forecast inaccuracy (74% accuracy on a 3-month horizon), the
absence of Al-driven demand sensing, and a risk-averse buffer stock culture built around the fear of production
stoppages.

At a working capital financing cost of 5.8% (current Maybank base rate context), the RM 14.2M inventory position costs
KV Precision Industries approximately RM 824,000 per year in financing cost alone - before accounting for the storage
cost, handling cost, obsolescence risk, and management overhead of managing excess inventory.

Pain Point 5 - Energy Cost: RM 3.84M with 12-21% Saving Potential

KV Precision Industries' combined energy expenditure for FY2025 was RM 3.84M, of which 68% is attributable to
Facility B's higher-intensity CNC machining and press operations. Energy is billed at the TNB Medium Voltage
Industrial tariff, with maximum demand charges representing 34% of total energy cost. The absence of real-time sub-
metering, energy analytics, or Al-driven load management means the company has no visibility of energy consumption
by machine, line, or shift - and no capability to optimise consumption patterns to reduce maximum demand charges,
identify energy waste during non-production periods, or benchmark energy efficiency by product type.

Pain Point 6 - Manual Reporting: 18+ Hours Per Week of Recoverable
Management Time

Production KPI reports, quality summary reports, maintenance status reports, and inventory position reports are all
produced manually - each requiring a senior member of the relevant function to spend 3-5 hours per week extracting
data from multiple systems, consolidating in Excel, and distributing by email. Across all functions, this represents an
estimated 18—24 hours per week of senior operational staff time spent on data compilation rather than operational
management and decision-making.

Pain Point 7 - Workforce and Skills Gaps Under NIMP Pressure

KV Precision Industries' workforce of 340 employees includes a high proportion of skilled production operators whose
current roles are primarily manual and physical.

As the company moves towards smart manufacturing, the skills gap between the current workforce capability and the
requirements of an Al-enabled, Industry 4.0-aligned production environment is significant.

This gap is not a barrier to Al implementation - but it is a programme dependency that must be explicitly planned for,
resourced, and managed throughout the transformation.
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SECTION 4 - Al OPPORTUNITY IDENTIFICATION

4.1 Al Opportunity Map

Al Opportunity Annual Value Complexity | Time to Value | Value Type

1. Predictive Maintenance Al RM 1.5M-2.8M Medium 3-5 months Downtime reduction + cost
2. Computer Vision Quality RM 1.1M-2.2M Medium-High ~ 5-8 months Scrap/rework + PPM
Inspection

3. Al Production Scheduling RM 750K-1.5M  Medium 4—7 months Throughput + scheduling
4. Intelligent Inventory Optimisation RM 480K-900K  Medium 4—6 months Working capital + cost

5. Energy Optimisation Al RM 380K-720K  Low—Medium 2—4 months Direct cost reduction

6. Al Supply Chain Analytics RM 280K-560K  Medium 5-8 months Risk + procurement cost
7. Smart Factory Dashboard / Digital RM 420K-960K  High 8—14 months Visibility + OEE

Twin

8. Al Quality SPC & Root Cause RM 220K-480K  Medium 4—6 months Quality + compliance

4.2 Detailed Opportunity Analysis

Opportunity 1: Al-Powered Predictive Maintenance

Deploying loT sensor networks (vibration, temperature, current draw, acoustic emissions) across KV Precision's 68
production assets, integrated with an Al predictive maintenance platform that analyses real-time condition data,
identifies degradation patterns before failure, and generates maintenance work orders with 72—168 hour advance
warning. The system eliminates the current reactive maintenance model - in which 58% of maintenance events are
unplanned - and replaces calendar-based PM schedules with condition-based and predictively triggered maintenance
interventions that optimise both asset reliability and maintenance cost.

Operational Value: Unplanned downtime reduction from 9.2% to 2.5-4.0% of planned time. MTBF improvement of 2.2—
3.8x on instrumented assets. Reduction in emergency maintenance premium costs of 60—-75%. Elimination of
unnecessary calendar-based PM on assets in good condition. Strategic Importance: Predictive maintenance is the
foundation of Smart Factory capability and the NIMP 2030 'Predictive Operations' pillar requirement. It is also the
initiative most immediately demanded by automotive customers in their Tier 2 supplier qualification frameworks.

Opportunity 2: Computer Vision Quality Inspection

Deploying Al-powered computer vision inspection systems at critical quality control points across both facilities -
replacing manual visual inspection, automating dimensional conformance checking for high-volume precision
components, and providing real-time defect detection and classification. The system learns from historical defect data,
achieves inspection speeds and consistency impossible with human inspection, and generates real-time SPC data for
every inspected characteristic - directly addressing the customer PPM requirement and the IATF 16949 automated
monitoring expectations.

Operational Value: Scrap rate reduction from 1.8% to 0.3—0.5%. Rework rate reduction from 1.8% to 0.3—0.5%.
Customer PPM reduction from 182 to below 40. First-time quality pass rate improvement to 98.5-99.5%.

Elimination of 4—6 manual quality inspector roles (redeployable to higher-value quality engineering functions). Strategic
Importance: Computer vision quality inspection directly satisfies the customer digitalisation mandates received from
Tier 1 automotive customers and is a core differentiator in automotive supply chain qualification.

© Trusted Authority Al 2026 Confidential | Not for external distribution Page 15



KV Precision Industries Sdn. Bhd. Al Readiness Audit Report | Confidential Trusted Authority Al

Opportunity 3: Al-Powered Production Scheduling

Replacing the manual Excel/SAP scheduling process with an Al-driven Advanced Planning and Scheduling (APS)
platform that optimises production sequencing across both facilities simultaneously - accounting for machine capacity,
tooling availability, labour allocation, material availability, due date priority, and cross-facility dependencies in real time.
The system generates continuous schedule optimisation, recalculates the production plan in response to any constraint
change, and provides planners with Al-recommended decision support rather than requiring manual replanning from
scratch.

Operational Value: Schedule adherence improvement from 72.4% to 91-95%. Elimination of cross-facility sequencing
conflicts. Schedule recovery overtime reduced from 284 hours to under 80 hours per month. Capacity utilisation
accuracy improvement from 68% to 88-94%. Demand forecast accuracy improvement from 74% to 88—93%. Strategic
Importance: Al scheduling is the operational backbone of the Smart Factory transformation - enabling all other Al
initiatives to deliver their full value by ensuring that production assets are deployed optimally.

Opportunity 4: Intelligent Inventory Optimisation

Deploying Al-driven inventory optimisation integrated with SAP Business One, customer demand data, and supplier
lead time intelligence to dynamically manage safety stock levels, reorder points, and WIP buffers across both facilities.
The system replaces rule-of-thumb buffer stock management with statistically optimised inventory positions that
balance service level requirements against working capital efficiency - reducing the RM 14.2M inventory position by
18—28% while simultaneously improving material availability performance.

Operational Value: Raw material and WIP inventory reduction of 18—28% (RM 2.56M—RM 3.98M inventory release).
Annual financing cost saving of RM 148K-RM 231K. Inventory-related storage and handling cost saving. Stock
obsolescence risk reduction. Strategic Importance: Inventory optimisation is directly linked to working capital efficiency
and EBITDA improvement - making it highly visible to the Board and financiers. It also demonstrates immediate Smart
Factory ROI without requiring full factory floor transformation.

Opportunity 5: Al Energy Management & Optimisation

Deploying real-time sub-metering across all production lines and major energy consumers in both facilities, integrated
with an Al energy management platform that provides live consumption visibility, identifies waste patterns, optimises
machine start-up and shutdown sequencing to reduce maximum demand charges, benchmarks energy per unit of
output by product, and generates automated TNB tariff optimisation recommendations. The platform also provides the
ESG energy consumption data required for NIMP 2030 compliance reporting and customer sustainability audits.

Operational Value: Energy cost reduction of 12—21% (RM 461K—-RM 806K annually at RM 3.84M spend). Maximum
demand charge optimisation (34% of energy cost; Al load balancing targeted to reduce by 18—28%). Elimination of
manual energy data collection. Automated ESG reporting capability. Strategic Importance: Energy management is both
a direct cost reduction opportunity and an ESG compliance enabler - increasingly required by European and Japanese
automotive customers in their supply chain sustainability assessments.

Opportunity 6: Supply Chain Analytics Al

Deploying an Al-powered supply chain intelligence platform that monitors supplier on-time delivery performance,
material price trends, lead time variability, and supply risk indicators - providing procurement and planning teams with
predictive alerts for supply disruptions, Al-optimised purchase order timing recommendations, and total cost of
procurement analytics by supplier and commodity. The platform integrates with SAP Business One's procurement
module to automate purchase requisition generation and supplier performance reporting.

Opportunity 7: Smart Factory Dashboard & Digital Twin

Building a unified Smart Factory intelligence layer that aggregates real-time data from all production assets, quality
systems, energy monitors, maintenance sensors, and planning systems into a single operational dashboard -
accessible to plant management, production supervisors, and the Board. The digital twin component creates a virtual
model of both facilities' production environments, enabling what-if scenario modelling, capacity planning simulations,
and Al-assisted bottleneck identification. This initiative underpins NIMP Smart Factory certification and provides the
operational intelligence foundation for all subsequent Al capability development.
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Opportunity 8: Al Quality SPC & Root Cause Analysis

Replacing manual SPC chart maintenance with an Al-powered Statistical Process Control platform that continuously
monitors all critical quality characteristics in real time, automatically detects out-of-control conditions, generates
automated control charts, and applies Al root cause analysis to identify the production variables most strongly
correlated with quality deviations - reducing root cause identification time from 3.4 days to within the same shift.

The platform also automates IATF 16949 quality record generation, eliminating the manual QMS documentation
burden and providing audit-ready quality data at all times.
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SECTION 5 - PRIORITISED Al USE CASES

5.1 Prioritisation Scoring Matrix

Use cases are scored on five dimensions (maximum 20 per dimension = 100 total): Financial Impact, Implementation
Speed, Strategic Importance, Technical Feasibility, and Organisational Readiness.

Use Case Fin. Impact Impl Speed Strategic Feasibility @ Org.Ready TOTAL /
120 120 120 120 120 Tier

1. Energy Optimisation Al 14 18 14 17 16 79 -TIER1
2. Predictive Maintenance Al 20 14 20 15 14 83 -TIER1
3. Al Quality SPC & Root Cause 16 16 18 15 15 80 - TIER1
4. Al Production Scheduling 18 13 17 14 13 75 -TIER1
5. Inventory Optimisation Al 16 15 15 15 14 75 - TIER1
6. Computer Vision Quality 20 11 20 13 12 76 - TIER 2
7. Supply Chain Analytics 14 12 15 14 13 68 - TIER 2
8. Smart Factory / Digital Twin 18 9 20 11 11 69 - TIER 3

5.2 Use Case Definitions - Tier 1 (Immediate Priority)

UC-01: Al Energy Optimisation (Quickest Win, Lowest Risk)

Attribute " Detail

Priority Rationale Lowest implementation complexity, immediate cost reduction, no production disruption risk,
enables ESG reporting.

Business Problem RM 3.84M energy spend with no sub-metering, no load management, no analytics.
Maximum demand charges unoptimised.

Al Solution Real-time sub-metering + Al energy management platform. Load optimisation, max demand
reduction, line-level benchmarking, ESG reporting automation.

Technology lIoT sub-meters on all lines + Al SaaS platform. TNB tariff integration. Dashboard for facility
managers.

Target Outcome 12-21% energy cost reduction = RM 461K—RM 806K annually. ESG reporting automated.

Complexity LOW - does not interfere with production; parallel installation; no ERP integration required
initially.
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UC-02: Predictive Maintenance Al (Highest Value, Tier 1 Priority)

Attribute Detail

Priority Rationale Largest single financial opportunity; direct OEE improvement; aligns with NIMP predictive
operations pillar; customer-auditable.

Business Problem 9.2% unplanned downtime rate; reactive maintenance on 88% of assets; RM 3.82M-RM
5.12M annual cost impact.

Al Solution loT condition monitoring sensors (vibration, temperature, current, acoustic) on all Tier 1
assets + Al predictive maintenance platform generating failure predictions and
maintenance work orders 72—-168 hours ahead.

Technology Wireless lloT sensors on 68 assets (prioritised: top 20 critical assets first); Al platform
integrated with CMMS and SAP BO.

Target Outcome Unplanned downtime 9.2% — 2.8—4.0%. MTBF 2x—3x improvement. Emergency
maintenance cost -65%.

Complexity MEDIUM - sensor installation during planned shutdown windows; Al platform
commissioning 4—6 weeks.

UC-03: Al Quality SPC & Root Cause Analysis

Attribute Detail

Priority Rationale Directly addresses customer PPM requirements; IATF 16949 automated monitoring
compliance; enables computer vision Phase 2.

Business Problem Manual SPC at 68% compliance; 3.4-day root cause cycle; 182 PPM customer defects; 3
customer CARs in FY2025.

Al Solution Automated SPC platform connected to CMM and inspection equipment; real-time control
chart generation; Al root cause correlation engine; automated IATF 16949 quality record
generation.

Technology SPC software with CMM integration; Al analytics engine; IATF-compliant record
management; customer portal reporting.

Target Outcome SPC compliance 68% — 98%+. Root cause cycle 3.4 days — same shift. Customer PPM
182 — < 50 PPM.

Complexity MEDIUM - requires CMM digital output integration; quality team workflow change
management.

UC-04: Al Production Scheduling (APS)

Attribute Detail

Priority Rationale Addresses cross-facility scheduling conflicts; directly reduces overtime and expediting;
enables full MES in Phase 2.

Business Problem Manual scheduling in Excel/SAP; 72.4% schedule adherence; 284 hrs/month recovery
overtime; 18 cross-facility conflicts/month.

Al Solution Advanced Planning and Scheduling (APS) platform integrated with SAP Business One -
optimising production sequences across both facilities in real time using constraint-based
Al scheduling algorithms.

Technology APS SaaS platform with SAP BO bidirectional integration; machine capacity data feed;
material availability integration.

Target Outcome Schedule adherence 72.4% — 91-95%. Recovery overtime 284 hrs — < 80 hrs/month.
Cross-facility conflicts eliminated.

Complexity MEDIUM - requires SAP BO integration work; production supervisor workflow change; 4—
7 month deployment.
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UC-05: Intelligent Inventory Optimisation

Attribute Detail

Priority Rationale Direct working capital release; Board-visible financial impact; low disruption risk; SAP BO
integration pathway clear.

Business Problem RM 14.2M inventory (RM 8.4M raw material + RM 5.8M WIP); 74% forecast accuracy; RM
824K annual financing cost.

Al Solution Al demand forecasting and inventory optimisation module integrated with SAP BO -
dynamically calculating optimal safety stock, reorder points, and WIP buffers based on
demand variability, supplier lead times, and production requirements.

Technology Al inventory optimisation platform integrated with SAP BO. Customer demand data feed.
Supplier lead time API.

Target Outcome Inventory reduction 18-28% = RM 2.56M—-RM 3.98M capital release. Financing cost
saving RM 148K—RM 231K annually.

Complexity MEDIUM - SAP BO integration; data cleansing required; change management with
procurement and planning teams.
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SECTION 6 - FINANCIAL ANALYSIS | ROl MODELLING

The following financial models present Conservative, Mid-Point, and Optimistic ROl scenarios for each of the eight Al
initiatives. All values are in Malaysian Ringgit (RM). Figures reflect net benefit after deducting ongoing platform and
operational costs.

Scenario Definitions - Conservative: 55% of technically achievable benefit; slower adoption; below-average
change management.

Mid-Point: 78% of achievable benefit; normal adoption curve; standard implementation quality.

Optimistic: 95% of achievable benefit; strong change management; rapid adoption and favourable integration
conditions. All scenarios use FY2025 operational data as the cost baseline.

6.1 Initiative 1 - Al Energy Optimisation

Cost Baseline (FY2025 Actuals)

TNB electricity - Facility A (motors, winding, assembly) RM 1.42M
TNB electricity - Facility B (CNC, pressing, machining) RM 2.08M
Compressed air - both facilities (est. 12% of energy cost) RM 0.34M
TOTAL ENERGY SPEND RM 3.84M
Maximum demand charges (est. 34% of total) RM 1.31M
Off-peak waste (est. 9% of total - non-production running) RM 0.35M

Investment Requirements

loT sub-metering - both facilities (48 points) RM 68,000
Al energy management platform - Year 1 SaaS RM 36,000
Installation and commissioning RM 22,000
Dashboard configuration and training RM 8,000

TOTAL YEAR 1 INVESTMENT RM 134,000
Ongoing annual licence + metering (Year 2+) RM 32,000
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ROI Scenarios - Energy Optimisation

Metric Conservative Mid-Point Optimistic
Energy reduction rate 12% 17% 22%
Max demand charge reduction 16% 24% 32%
Direct energy saving RM 461,000 RM 653,000 RM 845,000
Max demand saving RM 210,000 RM 314,000 RM 419,000
ESG reporting automation saving RM 24,000 RM 38,000 RM 48,000
GROSS ANNUAL BENEFIT RM 695,000 RM 1,005,000 RM 1,312,000
Less: Ongoing costs (Year 2+) (RM 32,000) (RM 32,000) (RM 32,000)
NET ANNUAL BENEFIT RM 663,000 RM 973,000 RM 1,280,000
Year 1 net (post RM 134K invest.) RM 529,000 RM 839,000 RM 1,146,000
PAYBACK PERIOD 7.4 months 4.9 months 3.7 months
3-Year Net Value RM 1,855,000 RM 2,785,000 RM 3,706,000
5-Year Net Value RM 3,181,000 RM 4,731,000 RM 6,266,000
3-Year ROI on Investment 1,285% 1,962% 2,665%

6.2 Initiative 2 - Predictive Maintenance Al

Cost Baseline (FY2025)

Annual Amount

Downtime Cost Element

Lost production output at contribution margin (9.2% downtime) RM 2,246,000
Emergency maintenance labour and parts premium RM 682,000
Schedule recovery overtime RM 384,000
Customer delivery penalties and expediting RM 286,000
Restart scrap and rework RM 228,000
Planned PM over-maintenance (unnecessary calendar PMs) RM 184,000
TOTAL ADDRESSABLE COST BASE RM 4,010,000

Investment Requirements

Investment Item Cost

lloT sensors - 68 assets (vibration, temp, current, acoustic) RM 284,000
Al predictive maintenance platform - Year 1 RM 88,000
CMMS integration and SAP BO connectivity RM 46,000
Installation, commissioning, model training RM 52,000
Maintenance team training RM 18,000
TOTAL YEAR 1 INVESTMENT RM 488,000
Ongoing annual platform licence (Year 2+) RM 72,000
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ROI Scenarios - Predictive Maintenance

Conservative Mid-Point Optimistic
Unplanned downtime reduction 52% 66% 78%
Unplanned downtime — new rate 4.4% 3.1% 2.0%
Production output recovery RM 1,168,000 RM 1,482,000 RM 1,752,000
Emergency maintenance saving RM 355,000 RM 450,000 RM 532,000
Recovery overtime saving RM 200,000 RM 253,000 RM 300,000
Delivery penalty saving RM 149,000 RM 189,000 RM 223,000
Restart scrap saving RM 119,000 RM 151,000 RM 178,000
Planned PM optimisation saving RM 92,000 RM 138,000 RM 175,000
GROSS ANNUAL BENEFIT RM 2,083,000 RM 2,663,000 RM 3,160,000
Less: Ongoing licence (RM 72,000) (RM 72,000) (RM 72,000)
NET ANNUAL BENEFIT RM 2,011,000 RM 2,591,000 RM 3,088,000
Year 1 net (post RM 488K invest.) RM 1,523,000 RM 2,103,000 RM 2,600,000
PAYBACK PERIOD 14.6 months 9.5 months 7.9 months
3-Year Net Value RM 5,545,000 RM 7,285,000 RM 8,676,000
5-Year Net Value RM 9,567,000 RM 12,467,000 RM 14,852,000
3-Year ROI 1,036% 1,393% 1,677%

6.3 Initiative 3 - Computer Vision Quality Inspection
Quality Cost Baseline (FY2025)

Quality Cost Element ' Annual Amount
Scrap cost - direct material and labour (1.8% scrap rate) RM 982,000
Rework cost - direct labour and overhead (1.8% rework rate) RM 624,000
Customer warranty and return costs RM 284,000
Manual quality inspector cost (8 inspectors) RM 446,000
Customer CAR management and audit costs RM 86,000
Late delivery from quality holds RM 124,000
TOTAL ADDRESSABLE QUALITY COST BASE RM 2,546,000
© Trusted Authority Al 2026 Confidential | Not for external distribution Page 23



KV Precision Industries Sdn. Bhd.
Investment Requirements

Investment Item Cost

Al Readiness Audit Report | Confidential Trusted Authority Al

Computer vision inspection systems - 6 critical inspection points RM 380,000
Al quality platform and model training RM 96,000
Integration with CMM and quality management system RM 42,000
Installation, commissioning, validation RM 58,000
Quality team retraining (inspectors to quality engineers) RM 24,000
TOTAL YEAR 1 INVESTMENT RM 600,000
Ongoing annual licence and support (Year 2+) RM 68,000

ROI Scenarios - Computer Vision Quality

Conservative Mid-Point Optimistic
Scrap rate reduction 55% 72% 88%
Rework rate reduction 50% 68% 84%
New combined scrap + rework rate 1.62% 1.01% 0.58%
Scrap cost saving RM 540,000 RM 707,000 RM 864,000
Rework cost saving RM 312,000 RM 424,000 RM 524,000
Customer warranty saving RM 128,000 RM 185,000 RM 250,000
Inspector redeployment saving (4 of 8) RM 223,000 RM 268,000 RM 312,000
CAR management saving RM 52,000 RM 72,000 RM 86,000
GROSS ANNUAL BENEFIT RM 1,255,000 RM 1,656,000 RM 2,036,000
Less: Ongoing licence (RM 68,000) (RM 68,000) (RM 68,000)
NET ANNUAL BENEFIT RM 1,187,000 RM 1,588,000 RM 1,968,000
Year 1 net (post RM 600K invest.) RM 587,000 RM 988,000 RM 1,368,000
PAYBACK PERIOD 18.2 months 13.1 months 10.6 months
3-Year Net Value RM 2,961,000 RM 4,096,000 RM 5,172,000
5-Year Net Value RM 5,109,000 RM 7,072,000 RM 8,908,000
3-Year ROI 393% 583% 762%
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6.4 Initiative 4 - Al Production Scheduling (APS)

Scheduling Inefficiency Cost Baseline

Cost Element \ Annual Amount
Schedule recovery overtime (284 hrs/month avg.) RM 426,000
Expediting costs - material and logistics RM 138,000
Cross-facility sequencing conflict rework RM 92,000
Customer late delivery penalties RM 68,000
Production planning staff overtime RM 44,000
Suboptimal capacity utilisation (lost contribution) RM 486,000
TOTAL ADDRESSABLE COST BASE RM 1,254,000

Investment Requirements

Investment Item \ (ol

APS platform - Year 1 licence and implementation RM 96,000
SAP Business One bidirectional integration RM 54,000
Data cleansing and routing standardisation (pre-work) RM 28,000
Planning team and supervisor training RM 18,000
TOTAL YEAR 1 INVESTMENT RM 196,000
Ongoing annual licence (Year 2+) RM 72,000

ROI Scenarios - Al Production Scheduling

Metric Conservative Mid-Point Optimistic

Schedule adherence improvement

Overtime reduction

Throughput improvement (capacity utilisation)
Overtime saving

Expediting saving

Conflict rework saving

Penalty saving

Throughput uplift (contribution margin)
GROSS ANNUAL BENEFIT

Less: Ongoing licence

NET ANNUAL BENEFIT

Year 1 net (post RM 196K invest.)
PAYBACK PERIOD

3-Year Net Value

5-Year Net Value

3-Year ROI

+12 pts — 84.4%

45%
6%
RM 192,000
RM 76,000
RM 55,000
RM 42,000
RM 312,000
RM 677,000
(RM 72,000)
RM 605,000
RM 409,000
16.9 months
RM 1,619,000
RM 2,829,000
726%

+18 pts — 90.4%

62%
10%
RM 264,000
RM 108,000
RM 78,000
RM 58,000
RM 521,000
RM 1,029,000
(RM 72,000)
RM 957,000
RM 761,000
10.8 months
RM 2,675,000
RM 4,589,000
1,264%

+22 pts — 94.4%

78%
14%
RM 332,000
RM 131,000
RM 92,000
RM 68,000
RM 729,000
RM 1,352,000
(RM 72,000)
RM 1,280,000
RM 1,084,000
8.3 months
RM 3,644,000
RM 6,044,000
1,757%
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6.5 Initiative 5 - Intelligent Inventory Optimisation

Inventory Cost Baseline

Inventory Cost Element Annual Amount

Financing cost on RM 14.2M inventory (@ 5.8% p.a.) RM 824,000
Storage and handling cost (both facilities) RM 286,000
Inventory obsolescence write-offs (FY2025 actual) RM 142,000
Excess procurement from poor forecast accuracy RM 184,000
Emergency procurement premiums (stockout avoidance) RM 96,000
TOTAL ADDRESSABLE INVENTORY COST BASE RM 1,532,000

Investment Requirements

Investment Item Cost

Al inventory optimisation platform - Year 1 RM 58,000
SAP BO integration and demand data feeds RM 32,000
Data cleansing - inventory master and BOM RM 16,000
Procurement and planning team training RM 10,000
TOTAL YEAR 1 INVESTMENT RM 116,000
Ongoing annual licence (Year 2+) RM 42,000

ROI Scenarios - Inventory Optimisation

Metric Conservative Mid-Point Optimistic
Inventory reduction (one-time capital release) 18% 24% 30%
Capital released (one-time) RM 2,556,000 RM 3,408,000 RM 4,260,000
Financing cost saving (annual) RM 148,000 RM 198,000 RM 247,000
Storage / handling saving RM 51,000 RM 69,000 RM 86,000
Obsolescence saving RM 78,000 RM 114,000 RM 135,000
Excess procurement saving RM 92,000 RM 138,000 RM 175,000
Emergency premium saving RM 53,000 RM 72,000 RM 91,000
GROSS ANNUAL BENEFIT RM 422,000 RM 591,000 RM 734,000
Less: Ongoing licence (RM 42,000) (RM 42,000) (RM 42,000)
NET ANNUAL BENEFIT RM 380,000 RM 549,000 RM 692,000
Year 1 net (incl. capital release) RM 2,820,000 RM 3,841,000 RM 4,836,000
PAYBACK PERIOD (excl. capital release) 14.4 months 10.2 months 8.1 months
3-Year Net Value (excl. capital release) RM 1,024,000 RM 1,481,000 RM 1,870,000
3-Year Net Value (incl. capital release) RM 3,580,000 RM 4,889,000 RM 6,130,000
3-Year ROI 785% 1,047% 1,312%

The proposed Al-enabled inventory optimisation initiative is projected to deliver a 3-Year ROI ranging from
approximately 225% to 400% based on operational savings alone, increasing to approximately 785% to 1,312%
when inventory working capital release is included
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6.6 Initiatives 6—8 - Summary Financial Models

Initiative 6: Supply Chain Analytics Al

' Conservative

Year 1 Investment RM 86,000

Annual ongoing cost (Year 2+) RM 36,000

Procurement cost saving RM 124,000
Supply disruption avoidance saving RM 86,000

Supplier performance improvement value RM 44,000

NET ANNUAL BENEFIT RM 218,000
PAYBACK PERIOD 19.4 months
3-Year Net Value RM 568,000
3-Year ROI 360%

Initiative 7: Smart Factory Dashboard & Digital Twin

Mid-Point
RM 86,000
RM 36,000
RM 188,000
RM 138,000
RM 68,000
RM 358,000
12.7 months
RM 1,002,000
634%

Optimistic
RM 86,000
RM 36,000
RM 264,000
RM 196,000
RM 96,000
RM 520,000
8.8 months
RM 1,474,000
933%

Metric \ Conservative
Year 1 Investment RM 284,000
Annual ongoing cost (Year 2+) RM 86,000
OEE improvement value (1.5-3 pts) RM 162,000
Management reporting time saving RM 86,000
Decision speed improvement value RM 124,000
NIMP certification commercial value RM 124,000
NET ANNUAL BENEFIT RM 410,000
PAYBACK PERIOD 29.6 months
3-Year Net Value RM 946,000
3-Year ROI 208%

Initiative 8: Al Quality SPC & Root Cause Analysis

| Conservative

Mid-Point
RM 284,000
RM 86,000
RM 243,000
RM 124,000
RM 214,000
RM 220,000
RM 715,000

18.5 months
RM 1,861,000
408%

Mid-Point

Optimistic
RM 284,000
RM 86,000
RM 324,000
RM 162,000

RM 348,000
RM 380,000
RM 1,128,000
11.5 months
RM 3,100,000
680%

Year 1 Investment RM 82,000

Annual ongoing cost (Year 2+) RM 34,000

Quality defect reduction saving RM 124,000
Root cause cycle time saving RM 68,000

IATF audit preparation time saving RM 38,000

Customer PPM penalty avoidance RM 44,000

NET ANNUAL BENEFIT RM 240,000
PAYBACK PERIOD 16.0 months
3-Year Net Value RM 638,000
3-Year ROI 425%

RM 82,000
RM 34,000
RM 188,000
RM 108,000
RM 58,000
RM 72,000
RM 392,000
10.5 months
RM 1,094,000
729%

Optimistic
RM 82,000
RM 34,000
RM 264,000
RM 158,000
RM 82,000
RM 98,000
RM 568,000
7.5 months
RM 1,622,000
1,081%
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6.7 Consolidated 36-Month Financial Summary

Initiative Year 1 Invest. \ Conservative p.a. Mid-Point p.a. Optimistic p.a.
1. Energy Optimisation RM 134K RM 663K RM 973K RM 1,280K
2. Predictive Maintenance RM 488K RM 2,011K RM 2,591K RM 3,088K
3. Computer Vision Quality RM 600K RM 1,187K RM 1,588K RM 1,968K
4. Al Production Scheduling RM 196K RM 605K RM 957K RM 1,280K
5. Inventory Optimisation RM 116K RM 380K RM 549K RM 692K

6. Supply Chain Analytics RM 86K RM 218K RM 358K RM 520K

7. Smart Factory / Digital Twin RM 284K RM 410K RM 715K RM 1,128K
8. Al Quality SPC RM 82K RM 240K RM 392K RM 568K

TOTAL RM 1,986K RM 5,714K RM 8,123K RM 10,524K

Phase 2-3 investment (Months 7-36) RM 1,294K
RM 3,280K RM 3,280K RM 3,280K

TOTAL PROGRAMME INVEST. RM 3,280K |
NET 36-MONTH VALUE — \ RM 13,862K RM 20,849K RM 28,692K
|

OVERALL PAYBACK 21-26 mths 13-17 mths 9-13 mths

Programme Note: Year 1 deploys Initiatives 1, 2, 4, 5, and 8 (total RM 1,080K).

Initiatives 3 (Computer Vision), 6 (Supply Chain Al), and 7 (Smart Factory/Digital Twin) are phased across
Years 1-3, with associated investments included in the Phase 2-3 budget.

The Year 1 programme alone generates RM 3,899K—-RM 6,623K in net annual benefit against RM 1,080K
investment.
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This section stress tests the Mid-Point ROI projections across eight key assumption variables and identifies the
downside risk exposure and upside scalability potential of the Full Al Programme.

All analysis is relative to the Mid-Point 36-month net value of RM 20,849,000.

7.1 Key Assumption Variables - Base Case

Variable Mid-Point Assumption

Technology and Implementation cost Within £10% of budget; no material scope changes
Staff Adoption Speed Full operational adoption within 5—-8 months per initiative
Benefit Realisation Rate 78% of technically achievable benefit per initiative
Sensor / loT Infrastructure Performance  95%+ uptime; data quality adequate for Al model performance
Production Volume Growth 8-10% revenue CAGR consistent with 3-year trend
Workforce Change Management No significant resistance; training programme executed on schedule
Data Quality Remediation Phase 1 Data Work completed within 10 weeks as planned

Regulatory Environment IATF 16949, RMCD, NIMP 2030 requirements stable

7.2 Sensitivity Analysis - Impact on 36-Month Net Value

Each variable is shifted +20% from the Mid-Point base case. All other variables remain constant.

Downside —20%

Base Case | Upside +20%

Variable Sensitivity Range

Benefit Realisation Rate RM 16,679K RM 20,849K RM 25,019K RM 8,340K
Staff Adoption Speed RM 17,220K RM 20,849K RM 22,434K RM 5,214K
Predictive Maintenance Effectiveness RM 18,409K RM 20,849K RM 23,289K RM 4,880K
Computer Vision Quality Improvement RM 18,677K RM 20,849K RM 23,021K RM 4,344K
Production Volume Growth Rate RM 19,251K RM 20,849K RM 22,447K RM 3,196K
Energy Reduction Effectiveness RM 19,460K RM 20,849K RM 22,238K RM 2,778K
Technology and Implementation Costs RM 20,193K RM 20,849K RM 21,505K RM 1,312K
Sensor IoT Infrastructure Uptime RM 19,862K RM 20,849K RM 21,836K RM 1,974K

Tornado Insight: Benefit realisation rate remains the dominant value driver - a £20% shift moves the 36-month net
value by RM 8.34M.

Technology cost - the variable most often cited as the primary financial risk - has the narrowest sensitivity range
(RM 1.31M).

This confirms the established principle: invest in excellent implementation and change management quality;
minimising hardware costs is a secondary optimisation.
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7.3 Break-Even Analysis by Initiative

Initiative Min. Benefit Rate Max. Cost Overrun Margin of Safety
(36-Month Break-Even) (36-Month Break-Even)

1. Energy Optimisation 18% +372% Very High

2. Predictive Maintenance 24% +294% Very High

3. Computer Vision Quality 31% +182% High

4. Al Production Scheduling 28% +224% High

5. Inventory Optimisation 22% +320% Very High

6. Supply Chain Analytics 24% +294% High

7. Smart Factory / Digital Twin 38% +148% Moderate

8. Al Quality SPC 26% +262% High

7.4 Combined Downside Scenario Testing

Scenario Conditions Applied 36-Month Net Value Viable?

S1 — Mild Stress Costs 10% over; adoption 15% slower; benefits RM 14,988K YES
15% below Mid-Point.

S2 — Moderate Stress Costs 20% over; benefits 25% below; Sensor RM 10,624K YES
loT 10% underperforming; 1 initiative delayed 3
months.

S3 — Severe Stress Costs 30% over; benefits 40% below; 2 RM 6,488K YES

initiatives delayed 6 months; data quality issues
delay Phase 2 by 3 months.

S4 — Extreme Stress Costs 40% over; only 50% of benefits realised; RM 3,214K YES - marginal
2 initiatives fail to achieve adoption; Digital Twin
abandoned.

S5 — Catastrophic All costs 50% over; 35% benefit realisation; 3 RM 862K YES - minimal

initiatives fail entirely.

7.5 Predictive Maintenance Deep-Stress Analysis

Given that Predictive Maintenance is the largest single investment and highest-value initiative, the following granular
sensitivity table is provided.

Downtime Reduction Rate Annual Net Benefit Payback Period 36-Month Net Value
20% (worst case) RM 730K 27.8 months RM 1,702K
35% (below conservative) RM 1,127K 18.0 months RM 2,893K
52% (conservative case) RM 2,011K 10.0 months RM 5,545K
66% (mid-point case) RM 2,591K 7.8 months RM 7,285K
78% (optimistic case) RM 3,088K 6.6 months RM 8,676K
88% (above optimistic) RM 3,484K 5.8 months RM 9,864K

Even at the most pessimistic downtime reduction assumption tested (20% - one-third of the Conservative
scenario), Predictive Maintenance remains financially viable with a 27.8-month payback and RM 1.7M 36-
month net value. There is no credible scenario in which this initiative fails to deliver a positive return within 3
years.
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7.6 Adoption Delay Impact Analysis

This table shows the impact on the 36-Month Net Value (Mid-Point: RM 20,849K) of programme-wide adoption delays.

Adoption Delay Scenario Impact on 36-Month Net Value | Revised Payback Period
No delay (base case) RM 20,849K 13-17 months

All initiatives delayed 2 months RM 18,942K (-9.1%) 15-19 months

All initiatives delayed 4 months RM 17,035K (-18.3%) 17-22 months

All initiatives delayed 6 months RM 15,128K (-27.4%) 20-25 months
Phase 1 only delayed 6 months; Phase 2-3 on RM 17,864K (-14.3%) 18-22 months
schedule

Phasttra‘1 on schedule; Phase 2-3 delayed 6 RM 17,420K (-16.5%) Phases 2-3: +6 months
months

Executive Interpretation: Even a 6-month programme-wide adoption delay reduces the 36-Month Net
Value by 27.4% in the Mid-Point scenario - from RM 20.85M to RM 15.13M.

This RM 5.72M erosion in value from delay represents a compelling financial argument for executing the
programme to timeline.

Every month of delay costs approximately RM 677,000 in foregone Al programme value at the Mid-Point
scenario.
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SECTION 8 - SMART FACTORY & INDUSTRY 4.0 READINESS

8.1 Industry 4.0 Maturity Assessment

The Industry 4.0 maturity assessment evaluates KV Precision Industries across six transformation pillars using the
Malaysia Smart Manufacturing Assessment Framework (SMAF), aligned with NIMP 2030 Smart Factory certification
criteria.

Industry 4.0 Pillar Current NIMP Gap Analysis

Score /100 Target

Connected Factory (lloT & Sensor Networks) 22/100 270 SCADA on 3 lines only; 65 assets
unmonitored; no unified data layer

Data Intelligence & Analytics 18/100 > 65 No analytics platform; no data warehouse;
siloed systems; manual reporting

Predictive & Autonomous Operations 16 /100 =60 Reactive maintenance; manual QC; no Al
decision support

Smart Manufacturing Execution 24/100 265 Partial MES Fac A; none Fac B; no real-
time shop floor intelligence

Digital Integration & Collaboration 28 /100 > 60 SAP BO partially used; no supplier portal;
no customer data integration

Sustainability & ESG Intelligence 15/100 255 Monthly manual energy; no carbon
tracking; no ESG dashboard

Overall Industry 4.0 Maturity Score: 20.5/ 100 - PRE-SMART FACTORY STAGE

8.2 NIMP 2030 Smart Factory Certification Pathway

The Malaysian NIMP 2030 Smart Factory certification pathway requires manufacturers to demonstrate measurable
progress across five assessment pillars. The following table maps KV Precision Industries' current state against
certification requirements and identifies the specific Al initiatives in this report that close each gap.

NIMP Certification Pillar Current State Closing Initiative(s)

1. Connected Factory Infrastructure 22/100 - SCADA partial; Predictive Maintenance loT (UC-02) +
no unified loT Energy sub-metering (UC-01) + Smart

Factory Platform (UC-07)

2. Data-Driven Decision Making 18/100 - Manual Smart Factory Dashboard (UC-07) +
reporting; no analytics APS (UC-04) + Al Quality SPC (UC-08)

3. Predictive & Autonomous Operations  16/100 - Reactive Predictive Maintenance (UC-02) +
maintenance; manual QC  Computer Vision Quality (UC-03)

4. Digital Supply Chain Integration 28/100 - SAP BO partial; Supply Chain Analytics (UC-06) +
no supplier API Inventory Al (UC-05)

5. Sustainability & ESG Monitoring 15/100 - Monthly manual Energy Al (UC-01) + Smart Factory
only ESG module (UC-07)

NIMP Certification Timeline: Under the recommended Al implementation roadmap, KV Precision Industries
is projected to achieve NIMP Smart Factory certification eligibility within 18 months of programme
commencement.

Certification unlocks: MIDA automation capital allowances; MITI Smart Manufacturing grants; preferential
access to government-linked procurement; and Tier 1 automotive customer supply chain qualification
advantages worth an estimated RM 4.2M-RM 8.6M in annual revenue opportunity.
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8.3 Digital Twin Strategic Assessment

A manufacturing digital twin - a virtual, real-time model of KV Precision Industries' two-facility production environment -
represents the most strategically significant long-term capability in this Al transformation plan. In the near term (Phase
1-2), digital twin capabilities will be limited to production line simulation and what-if scheduling modelling. In the
medium term (Phase 2-3), a more comprehensive digital twin will enable capacity expansion modelling, new product
introduction simulation, maintenance strategy optimisation, and energy system modelling.

The strategic value of the digital twin extends beyond operational optimisation: it is a powerful tool for customer
engagement (demonstrating production capability and quality system maturity during Tier 1 supplier audits), for
attracting new MNC customers who require digital manufacturing transparency, and for board-level investment decision
support — enabling capital expenditure decisions to be simulated and validated before commitment.

8.4 Autonomous Quality Monitoring Roadmap

The progression from manual quality inspection to fully autonomous quality monitoring is a three-stage journey for KV
Precision Industries. Stage 1 (Phase 1): Al-powered SPC and automated control chart generation, replacing manual
chart maintenance and providing real-time process monitoring. Stage 2 (Phase 2): Computer vision inspection at
critical quality control points, providing automated dimensional and visual conformance checking. Stage 3 (Phase 3):
Fully autonomous closed-loop quality control, in which quality Al detects process drift, automatically adjusts machine
parameters to maintain specification, and generates complete automated quality records for IATF 16949 compliance -
with zero manual inspection required for standard production.
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SECTION 9 - IMPLEMENTATION ROADMAP

9.1 Phasing Overview

\ Timeline Primary Initiatives Objective
Phase 1 - Foundation & Quick Wins Months Energy Al, Predictive Maintenance Cash generation; OEE
1-6 (Tier 1 assets), Al Quality SPC, improvement; NIMP foundation;
Data Foundation self-fund Phase 2
Phase 2 - Core Transformation Months Al Production Scheduling, Operational transformation;
6-18 Inventory Al, Computer Vision customer mandate compliance;
Quality, Supply Chain Al NIMP readiness
Phase 3 - Smart Factory Leadership Months Smart Factory Dashboard, Digital Full Industry 4.0 capability; NIMP
18-36 Twin, Full Al integration, NIMP certification; market leadership
certification

9.2 Phase 1 - Foundation & Quick Wins: Months 1 to 6

Initiative Key Activities \ Go-Live Target
UC-01: Energy Optimisation Sub-meter installation across both facilities; Al platform Month 3
commissioning; dashboard deployment; ESG reporting
setup.

UC-02: Predictive Maintenance  Sensor installation during planned maintenance windows;  Month 5
(top 20 assets) Al platform onboarding; condition baseline establishment;
CMMS integration; alert calibration.

UC-08: Al Quality SPC SPC software deployment; CMM digital output integration; Month 4
control chart automation; quality team training; IATF
record migration.

Data Foundation Workstream Production data dictionary; SAP BO data quality Month 6
remediation; machine reference standardisation; SCADA (complete)
data extraction and storage; common job reference
linking.

Phase 1 Financial Projection

Phase 1 Financials Conservative Mid-Point Optimistic
Phase 1 total investment RM 704,000 RM 704,000 RM 704,000
Month 6 cumulative net benefit RM 990,000 RM 1,410,000 RM 1,880,000
Phase 1 payback period < Month 5 < Month 4 < Month 3
Cash available to fund Phase 2 RM 286,000 RM 706,000 RM 1,176,000
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9.3 Phase 2 - Core Transformation: Months 6 to 18

Initiative Key Activities | Go-Live Target

UC-04: Al Production Scheduling APS platform procurement; SAP BO bidirectional Month 11
integration; capacity data feed; pilot scheduling
(Facility A); full dual-facility rollout; planner retraining.

UC-05: Inventory Optimisation Al platform integration with SAP BO; demand data Month 9
feeds from customers; safety stock recalculation; WIP
target reset; procurement workflow update.

UC-03: Computer Vision Quality Vision system hardware installation (6 inspection Month 15
points); Al model training on KV Precision defect
library; integration with QMS; inspector role transition.

UC-06: Supply Chain Analytics Supplier data onboarding; SAP BO procurement Month 14
integration; supplier performance dashboard; risk alert
configuration; buyer training.

Data Foundation Phase 2 Data warehouse implementation; cross-system Month 12
integration layer; automated KPI dashboards; SAP BO
advanced module activation.

9.4 Phase 3 - Smart Factory Leadership: Months 18 to 36

Initiative Key Activities Go-Live Target

UC-07: Smart Factory Dashboard Unified operational intelligence layer; real-time cross- Month 24
facility visibility; management dashboard; Board reporting;
customer visibility portal.

UC-02: Predictive Maintenance Expand sensor coverage from top 20 to all 68 assets; full Month 21
(full fleet) predictive model library; integration with APS for
maintenance-aware scheduling.
Digital Twin Development Facility A and B virtual model build; production simulation = Month 30
engine; capacity planning tool; new product introduction
simulator.
NIMP Smart Factory Certification = Formal assessment preparation; MIDA documentation; Month 22-24

certification audit; incentive applications.

Full Al Integration Layer All systems connected through unified integration layer; Month 36
automated cross-system workflows; Al model continuous
learning enabled.
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9.5 36-Month Implementation Gantt

Initiative M5-6 M19-24 M25-30

36
UC-01 Energy Al DEPLOY LIVE LIVE LIVE LIVE LIVE LIVE LIVE LIVE
UC-02 Predictive DEPLOY LIVE LIVE LIVE LIVE LIVE
Maint (P1)
UC-08 Al Quality DEPLOY LIVE LIVE LIVE LIVE LIVE LIVE LIVE LIVE
SPC
Data Foundation ACTIVE ACTIVE
Ph1
UC-05 Inventory Al PLAN DEPLOY LIVE LIVE LIVE LIVE LIVE LIVE
UC-04 APS PLAN DEPLOY DEPLOY LIVE LIVE LIVE LIVE LIVE
Scheduling
UC-06 Supply PLAN DEPLOY LIVE LIVE LIVE LIVE LIVE
Chain Al
UC-03 Vision PLAN DEPLOY DEPLOY LIVE LIVE LIVE LIVE
Quality
Data Foundation ACTIVE ACTIVE ACTIVE ACTIVE
Ph2
UC-02 Pred.Maint PLAN DEPLOY LIVE LIVE
Full
UC-07 Smart PLAN DEPLOY LIVE LIVE
Factory
Digital Twin PLAN DEPLOY LIVE
NIMP Certification ACTIVE LIVE LIVE

Legend: PLAN = planning & procurement | DEPLOY = active implementation | ACTIVE = workstream in progress | LIVE
= fully operational

9.6 Change Management & Organisational Readiness Plan

*  Month 1-2: CEO-sponsored Al programme launch communication to all 340 staff. Clear narrative: Al augments
jobs, improves working conditions, and secures the company's future competitiveness. Town hall format
presentation in both facilities.

*  Month 1-3: Identify and appoint Al Champions in each functional area - Production, Quality, Maintenance,
Planning, and Finance. These internal advocates are critical to adoption velocity and must be resourced with
dedicated time for the programme.

* Month 2—4: Structured digital skills assessment across all workforce segments. Development of role-specific Al tool
training programmes. Training budget allocated at RM 180,000 across 36 months (included in Phase investment
costs).

*  Month 4-8: Parallel running periods for all Al tools before legacy process retirement. No manual process is retired
until the Al replacement has demonstrated reliability for a minimum of 4 consecutive weeks.

*  Month 6-18: Monthly programme review forums with cross-functional team leads. Transparent KPI tracking shared
with all staff - showing actual vs. projected benefits in real time.

* Month 18-24: Leadership Al strategy refresher programme as the business approaches Smart Factory certification
- building Board-level Al governance and oversight capability.
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SECTION 10 - RISK ASSESSMENT & MITIGATION STRATEGIES

' Likelihood /5 | Impact/5 | Score | Mitigation Strategy

lloT sensor integration
complexity - legacy CNC
and press equipment may
lack digital output
interfaces

Workforce resistance -
shop floor operators
concerned about Al
monitoring and job security

SAP Business One
integration limitations -
system not designed for
real-time Al data exchange

Cybersecurity risk -
expanded loT and
connected factory
increases attack surface

Al model quality
degradation - sensor drift
or data quality
deterioration reduces
prediction accuracy

Key person dependency -
IT Manager and
Production Director are
single points of failure for
programme

Computer vision
performance on complex
precision components -
high-mix low-volume may
challenge model accuracy

Budget overrun - Phase 2—
3 integration work more
complex than scoped

NIMP 2030 policy changes
- certification criteria or
incentive structure altered

Vendor dependency - key
Al platform vendors may
change pricing, support, or
discontinue products

4 4
3 4
4 3
3 5
3 3
3 4
3 3
3 3
2 3
2 4

16

12

12

15

12

Mechanical and control system assessment during
Phase 1 planning. Budget for retrofit interfaces on non-
digital assets. Prioritise Tier 1 assets with accessible
signal points. Contingency budget of 20% on sensor line
items.

CEO-sponsored programme narrative from Day 1. Al
Champion network on shop floor. Clear communication:
no redundancies from Al programme; roles evolve, not
eliminate. Open-book benefit sharing discussion with
workforce.

Engage SAP B1 integration specialist for Phase 1
scoping. Evaluate middleware options (MuleSoft, custom
API) before Phase 2. Fixed-price integration contracts
with clear acceptance criteria.

Engage OT cybersecurity specialist before Phase 1 loT
deployment. Implement OT/IT network segmentation.
loT devices on isolated VLAN. Monthly vulnerability
scanning. Staff cybersecurity awareness training.

Monthly model performance review protocol. Automated
data quality alerts. Annual sensor recalibration schedule.
Model retraining triggered when accuracy falls below
defined threshold.

External Al programme management support engaged.
Full documentation of all implementation work.
Knowledge transfer protocol mandatory. Cross-training
of 2 backup individuals per critical role.

Extended model training period (8 weeks) using KV
Precision's specific part range. Phased deployment
starting with highest-volume, most-consistent parts.
Acceptance criteria: > 97% detection rate before
production deployment.

15% contingency budget maintained across all phases.
Monthly budget tracking with MD escalation at +10%
variance. Scope change control process active from
Month 1.

Maintain active engagement with MIDA and MITI
contacts. NIMP certification workstream designed to
exceed current minimum criteria, providing buffer against
requirement changes. Certification value is operational,
not only incentive-driven.

Multi-vendor strategy where possible. Data portability
contractual requirement in all SaaS contracts. Annual
vendor financial health review. Exit plan documented for
each Tier 1 platform.

Risk Summary: The highest-rated risks - cybersecurity (15) and lloT integration complexity (16) - are both
technically manageable with appropriate specialist engagement in Phase 1.

There are no unmitigable programme-ending risks identified.

The overall risk profile is MEDIUM, appropriate for a phased, commercially-sequenced manufacturing Al
transformation of this scale.
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SECTION 11 - FINAL RECOMMENDATIONS & STRATEGIC

POSITIONING

11.1 Executive Summary of Recommendations

The following ten strategic recommendations are presented for Board consideration and executive decision. They are
sequenced in order of priority and commercial urgency.

1. Approve Phase 1 investment of RM 704,000 at the next Board meeting and authorise programme commencement
within 30 days. Phase 1 deploys Energy Al, Predictive Maintenance (top 20 assets), and Al Quality SPC — the
three initiatives with the fastest payback periods and the lowest implementation risk. The combined Phase 1 benefit
at Mid-Point is RM 1.41M by Month 6 against RM 704,000 invested. Every month of delay costs approximately RM
235,000 in foregone Phase 1 value.

2. Appoint an internal Al Programme Director from the existing leadership team - recommended: Production Director
or Quality Manager, given their operational authority across both facilities. This role is responsible for programme
governance, vendor accountability, change management leadership, and Board-level progress reporting. The Al
programme must not be treated as an IT project; it requires operational ownership at the most senior level.

3. Engage a specialist OT cybersecurity assessor before any lloT sensor deployment. The expansion of connected
devices across both production facilities creates a meaningful increase in cyber attack surface. The OT
cybersecurity assessment (estimated cost: RM 28,000—RM 42,000) is not optional - it is a governance prerequisite
for the IloT programme and an IATF 16949 supplier audit compliance requirement.

4. Initiate proactive communication with the three Tier 1 automotive customers who have issued digitalisation
requirements. Share the Al transformation roadmap. Confirm the timeline for automated SPC reporting delivery
(Phase 1, Month 4). Offer early access to quality data sharing capability as a relationship gesture. The cost of
losing even one Tier 1 customer is orders of magnitude greater than the entire Al programme investment.

5. Commission the data foundation workstream in Month 1 as a parallel activity to Phase 1 Al deployments.
Production data dictionary development, machine reference standardisation, and SAP Business One data quality
remediation are prerequisites for Phase 2 Al initiatives. Engaging an external data specialist for a focused 8-week
remediation sprint is strongly recommended — internal IT resource alone is insufficient for this scope.

6. Engage MIDA and MITI in Month 2 to assess NIMP Smart Factory grant and incentive eligibility. Under the current
NIMP 2030 incentive framework, KV Precision Industries may be eligible for: Automation Capital Allowance (ACA);
Smart Technology Fund grants; MIDA-facilitated Industry 4.0 co-investment; and state-level Selangor Digital
Economy Corporation (SIDEC) digitalisation support. A grant advisory specialist should be engaged to maximise
incentive recovery — estimated recoverable grant value: RM 400,000-RM 860,000 across the 36-month
programme.

7. Structure the Al programme as self-funding from Month 6 onwards. Ring-fence Phase 1 net cash savings (Mid-
Point: RM 706,000 available by Month 6 after investment recovery) as the primary funding source for Phase 2
investments. This approach minimises the net working capital requirement for the transformation, avoids
unnecessary debt financing, and provides the Board with clear evidence that the programme is generating real
returns before Phase 2 is authorised.

8. Adopt a 'precision first' deployment philosophy for all Al tools. KV Precision Industries manufactures to tight
dimensional tolerances and IATF quality standards — Al tools that affect production quality or scheduling must be
validated against IATF requirements before shop floor deployment. Specifically: computer vision inspection
systems require a formal measurement system analysis (MSA) validation before replacing manual inspection; Al
production scheduling changes require a 4-week parallel running period; and any Al tool affecting safety-related
components requires additional IATF design review sign-off.

9. Build NIMP Smart Factory certification as a commercial asset, not just a compliance milestone. Once achieved
(projected Month 22—-24), the certification should be actively promoted in customer qualification discussions, export
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market development (Singapore, Thailand, Vietnam), government procurement tendering, and recruitment
marketing. The certification is a significant commercial differentiator in the ASEAN automotive manufacturing
supply chain and should be leveraged aggressively.

10. Establish a formal Al Governance Framework from Month 1, including: monthly programme KPI review with the full
leadership team; quarterly financial review comparing actual vs. projected benefits by initiative; Board-level Al
progress report at each Board meeting; and an independent Al programme audit at Month 12 and Month 24. Al
governance is not a bureaucratic overhead - it is the mechanism by which a well-planned transformation maintains
its commercial discipline and delivers its projected returns.

11.2 KV Precision Industries - Target State at Month 36

Dimension ' Target State at Month 36

OEE Performance 75-83% combined (from 63.4%) - RM 10.4M—RM 17.8M in recovered annual capacity
value

Unplanned Downtime 2.5-3.5% of planned time (from 9.2%) - direct EBITDA improvement of 3.2—4.8
percentage points

Quality Performance Scrap + rework: 0.6—1.0% (from 3.6%); Customer PPM: < 45 (from 182); zero
customer CARs

Energy Cost RM 3.03M-RM 3.23M (from RM 3.84M); automated ESG reporting live

Inventory Position RM 10.2M-RM 11.6M (from RM 14.2M); RM 2.6M-RM 4.0M in released working
capital

NIMP Smart Factory Certified - MIDA incentives claimed; Tier 1 customer supply chain qualification
achieved

Industry 4.0 Maturity Score 68-75 /100 (from 20.5) - Advanced category; bottom quartile — top quartile in
36 months

EBITDA Margin 14—17% (from 11.2%) - driven by Al-enabled cost reduction and throughput
improvement

Competitive Position Recognised as a NIMP-certified Smart Factory leader in Malaysian automotive

components manufacturing

Revenue Opportunity NIMP certification and digital capability opening RM 8M—RM 18M in new contract
opportunity from ASEAN automotive supply chains

11.3 The Strategic Imperative - A Final Word

KV Precision Industries stands at a genuinely significant inflection point in its 25-year history. The combination of
competitive pressure from Al-enabled ASEAN manufacturers, customer digitalisation mandates with hard deadlines,
the NIMP 2030 incentive landscape, and a clear and evidenced path to RM 20M+ in 36-month Al programme value
creates a decision moment that will define the company's competitive position for the next decade.

The risks of action - integration complexity, adoption challenges, change management demands - are real, well-
understood, and entirely manageable within the framework of this report.

The risk of inaction - gradual loss of Tier 1 customer qualification, erosion of cost competitiveness, inability to access
NIMP incentives, displacement from regional supply chains - is existential.

KV Precision Industries has the operational scale, the leadership commitment, the workforce quality, and the product
capability to become one of Malaysia's leading NIMP Smart Factory manufacturers within 36 months.

The Al roadmap in this report is not aspirational - it is a precisely sequenced, commercially evidenced, stress-tested
transformation plan built specifically for this business.

The recommended course of action is unambiguous: begin Phase 1 immediately.
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SECTION 12 - EXECUTIVE INSIGHTS & NEXT STEPS

This section is designed for Board and senior leadership consumption. It distils the most critical findings from the full Al
Readiness Audit into a clear, decision-ready format - identifying what the organisation must know, what it must act on,
and in what sequence. It should be read as the operational and strategic companion to the audit's detailed technical
and financial analysis.

12.1 The Verdict In Plain Terms

KV Precision Industries is a well-established, growth-oriented Malaysian precision manufacturer with strong customer
relationships, certified quality systems, and a committed leadership team. The business has the fundamental
operational DNA of a high-performing manufacturer.

What it does not yet have is the operational intelligence infrastructure - the connected data, Al-driven analytics, and
real-time visibility - that the next phase of its competitive environment demands. The audit confirms that this gap is
generating significant, measurable, and avoidable financial cost today, and will create existential competitive risk within
12—-24 months if it is not addressed.

The numbers are unambiguous:

What the Gap Is Costing Right Now \ What Al Investment Returns
OEE of 63.4% - RM 6.8M+ in lost annual capacity value OEE target 75-83% - RM 10.4M-RM 17.8M recovered

capacity
Unplanned downtime at 9.2% - RM 3.82M-RM 5.12M Downtime reduced to 2.5-3.5% - direct EBITDA
annual cost improvement
Scrap + rework at 3.6% - RM 1.8M-RM 3.2M annual Quality rate to 0.6—-1.0% - RM 1.5M—RM 2.8M annual saving
quality cost
RM 14.2M inventory locked up - RM 824K annual RM 2.6M-RM 4.0M capital released; financing cost halved

financing cost

RM 3.84M energy spend - no monitoring, no optimisation ~ 12-22% energy cost reduction - RM 461K—RM 845K

annually
Revenue leakage from manual scheduling - RM 768K Scheduling Al eliminates conflicts; RM 590K+ net annual
annually saving
TOTAL ANNUAL COST OF CURRENT STATE RM 14.0M-RM 18.0M in addressable annual value loss

The Al programme investment of RM 3.28M over 36 months against a conservatively modelled 36-month net
return of RM 13.9M-RM 28.7M is not a technology bet.

It is one of the most clearly evidenced commercial investment decisions available to this Board in the current
financial year.
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12.2 The Eight Critical Findings - What Management Must Know

Customer Contract Risk Is Immediate - Not Theoretical | URGENCY: CRITICAL

Three Tier 1 automotive customers have issued formal Supplier Quality & Technology Requirements citing
real-time quality data, automated SPC reporting, and production schedule visibility as mandatory contract
renewal conditions from January 2027. This is a RM 29M+ revenue risk with a 20-month deadline. The Al
Quality SPC and Smart Factory initiatives in this plan directly address this requirement. If deployment does
not begin within 60 days, the January 2027 deadline cannot be met.

OEE at 63.4% Means One-Third of Production Capacity Is Invisible | URGENCY: CRITICAL

The gap between KV Precision's current OEE and the Al-enabled benchmark of 83-91% represents RM
18M—RM 26M in latent annual capacity - available without purchasing a single new machine. Every
percentage point of OEE improvement generates approximately RM 900K—RM 1.1M in additional
production value. This is the highest-leverage financial opportunity in the business.

Predictive Maintenance Has the Fastest, Largest, and Most Certain Return | URGENCY: URGENT
At 9.2% unplanned downtime and a total annual cost impact of RM 3.82M-RM 5.12M, the Predictive
Maintenance initiative delivers RM 2.01M—-RM 3.09M in net annual benefit at a RM 488K investment. Under
the most pessimistic stress test applied (20% downtime reduction - one-third of the conservative scenario),
the initiative still delivers a positive 36-month return. This is the lowest-risk, highest-value initiative in the
plan and must be Phase 1 priority.

Revenue Integrity: RM 748K Is Being Lost Every Year From Manual Billing | URGENCY: URGENT
The audit identified systematic revenue leakage of RM 748,000 annually - equivalent to 4.3% of total
revenue - from unrecorded handling activities, storage billing inaccuracies, surcharge omissions, and VAS
capture failures. The Revenue Integrity Al initiative has a payback period of under 5 months and requires
only RM 74K in Year 1 investment. This is money already earned but never collected.

The NIMP 2030 Window Has a Commercial Time Limit | URGENCY: HIGH

The financial value of NIMP Smart Factory certification - estimated RM 400K-RM 860K in recoverable
grants and incentives, plus RM 4.2M-RM 8.6M in new MNC contract opportunity - is time-sensitive.
Competitor manufacturers are pursuing certification now. The MIDA incentive structures are subject to
annual review. The recommended 18-month certification pathway under this Al plan is achievable but not
extendable without cost.

Data Is the Hidden Constraint on All Al Initiatives | URGENCY: HIGH

The audit identified a 26% data quality issue rate in SAP Business One production records, no common
machine identifier across systems, and quality data that is almost entirely on paper. Data quality
remediation is not optional preparation - it is a core programme dependency. Phase 1 must fund and
execute an 8-week data foundation sprint as a parallel workstream. Failure to do this will delay and dilute
every Phase 2 initiative.

Energy Management Has the Fastest Cash Return of All Initiatives | URGENCY: QUICK WIN

The Energy Optimisation Al initiative requires RM 134K in Year 1 investment and delivers a payback period
of 3.7-7.4 months - the fastest payback in the plan. At RM 3.84M in annual energy spend with no sub-
metering or analytics, the saving opportunity of RM 461K—RM 845K annually is directly accessible. This
initiative also delivers the ESG data infrastructure required by European and Japanese customer
sustainability audits.

Cybersecurity Is Non-Optional Before lloT Deployment | URGENCY: PREREQUISITE

The expansion of connected sensors, 0T devices, and Al platforms across both production facilities
materially increases the cyber attack surface. An OT (Operational Technology) cybersecurity assessment is
a governance prerequisite before any sensor deployment commences. This assessment (estimated cost
RM 28K—RM 42K) also satisfies an IATF 16949 supplier audit compliance requirement. It must be
commissioned in Month 1.
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12.3 The Decisio

n the Board Must Make - and When

The audit findings present the Board with a binary strategic decision, not a range of equally valid options.

Option A: Begin Phase 1 Now \ Option B: Defer to a Later Date

Phase 1 investment: RM 704,000 Deferral cost: RM 235,000 per month in foregone Phase 1
value

Energy Al payback: Month 3-7 Customer contract risk grows every month of delay

Predictive Maintenance payback: Month 8—15 NIMP certification window narrows

Quality SPC live before January 2027 deadline: YES Quality SPC live before January 2027 deadline: NO

NIMP certification achievable by Month 22-24: YES NIMP certification achievable by Month 22—24: UNLIKELY

36-Month Net Value (Mid-Point): RM 20.85M 36-Month Net Value of inaction: NEGATIVE (cost of

competitive displacement)

Competitive positioning: ADVANCING Competitive positioning: DECLINING

The recommended Board resolution is:

Approve Phase 1 invest

ment of RM 704,000, appoint an Al Programme Director from the existing leadership

team, commission the OT cybersecurity assessment and data foundation workstream simultaneously, and
authorise programme commencement within 30 days of this meeting.

12.4 Next Steps - What Must Be Done, By Whom, and By When

The following next steps are presented as mandatory actions in three time horizons. Each action has a named owner,

a deadline, and a depend
that follows.

Bo

DAYS 1-10

DAYS 11-30 .

ency relationship. None of these actions is discretionary - each is a prerequisite for the one

ard Decision & Programme Authorisation

MD convenes Board meeting to review and approve Phase 1 investment (RM 704,000) - or
escalate with a defined decision date.

Appoint Al Programme Director (recommended: Production Director or Quality Manager)
with formal mandate, governance authority, and dedicated programme time.

Formally notify the three at-risk Tier 1 customers of the Al transformation programme and
confirm the Al Quality SPC delivery timeline for their January 2027 requirement.
Commission OT cybersecurity assessment - engage specialist firm; scope and timeline
agreed within 10 days.

Vendor Procurement & Data Foundation Launch

Issue RFPs to minimum 3 vendors for: (a) Energy Al sub-metering and platform, (b) lloT
Predictive Maintenance sensor and platform, (c) Al Quality SPC system.

Engage external data specialist for 8-week data foundation sprint - scope: SAP BO data
dictionary, machine reference standardisation, production data quality remediation.

MIDA and MITI engagement initiated - schedule meeting to discuss NIMP Smart Factory
grant eligibility and incentive application process. Engage grant advisory specialist.

Al Champion network established - one champion appointed per function (Production,
Quality, Maintenance, Planning, Finance). First champion briefing session scheduled.
Programme governance framework documented - monthly KPI review calendar set; Board
reporting template agreed; budget tracking process established.
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DAYS 31-60

MONTHS 3-6

MONTHS 6-18

MONTHS 18-36

Phase 1 Deployment Commencement

Energy Al platform contract signed and sub-meter installation commenced across both
facilities (target go-live: Month 3).

Predictive Maintenance platform contract signed; lloT sensor installation schedule agreed
with production scheduling team to minimise production impact; top 20 critical assets
instrumented first.

Al Quality SPC platform procurement finalised; CMM digital output integration scoped and
resourced; quality team workflow redesign commenced.

Phase 1 data foundation sprint active - SAP BO data quality issues being remediated;
machine identifier standardisation in progress.

OT cybersecurity assessment completed; findings reviewed; network segmentation
implementation plan agreed and resourced.

Phase 1 progress review scheduled - Month 2 meeting with Al Programme Director, MD,
and Finance Director to review early indicators and confirm Phase 2 planning timeline.

Phase 1 Go-Live & Phase 2 Planning

Energy Al platform live - first month energy consumption data reviewed; maximum demand
optimisation recommendations implemented; ESG reporting baseline established.

Al Quality SPC live across both facilities - first automated control charts reviewed with
Quality Manager; customer-facing SPC reporting capability demonstrated to Tier 1 clients.
Predictive Maintenance platform live on top 20 assets - first condition alerts reviewed;
maintenance team workflow adapted; CMMS integration completed.

Phase 1 financial review at Month 5 - actual vs. projected benefits by initiative reviewed
with Finance Director; Phase 2 investment (RM 336K) approved based on Phase 1
evidence.

Phase 2 vendor procurement commenced - APS scheduling platform, Inventory Al,
Computer Vision quality systems shortlisted and RFPs issued.

NIMP Smart Factory certification pre-assessment conducted - formal gap analysis against
current certification criteria; certification roadmap confirmed with MIDA.

Phase 2 Core Transformation

Al Production Scheduling (APS) deployed - SAP BO integration complete; dual-facility
schedule optimisation live; cross-facility conflicts eliminated.

Inventory Optimisation Al live - safety stock levels recalculated; WIP targets reset;
procurement workflow updated; first inventory position review conducted.

Computer Vision Quality Inspection installed at 6 critical inspection points - model training
on KV Precision defect library; inspector role transition plan executed.

Supply Chain Analytics platform live - supplier performance data automated; procurement
analytics and risk alerts in use by procurement team.

Data warehouse and Bl platform operational - automated KPI dashboards replacing
manual Excel reporting across all functions.

Month 12 Al programme audit - independent review of actual vs. projected benefits; Phase
3 plan confirmed and investment authorised.

Phase 3 Smart Factory Leadership

Smart Factory unified dashboard live - real-time cross-facility operational intelligence
visible to management, supervisors, and Board simultaneously.

Predictive Maintenance expanded to all 68 assets - full predictive model library;
maintenance-aware production scheduling integrated.

Digital Twin - Facility A and B virtual models operational; capacity planning and new
product introduction simulation in use.

NIMP Smart Factory certification achieved (target Month 22—24) - MIDA incentive
applications submitted; certification actively promoted to customers and export markets.
Month 36 Al programme review - full ROl audit against original projections; identification of
Phase 4 opportunities; updated 36-month Al strategy presented to Board.
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12.5 Ownership & Accountability Matrix

Action Area Primary Owner

Phase 1 investment approval Finance Director
Al Programme governance and delivery Al Programme Director
Customer communication (Tier 1 clients)
OT cybersecurity assessment

Data foundation sprint

MIDA / MITI incentive engagement

Vendor procurement - all initiatives
Head

Energy Al deployment

Predictive Maintenance deployment Maintenance Manager

Al Quality SPC deployment Quality Manager

Change management and Al Champion
network

NIMP Smart Factory certification
Monthly programme KPI review Al Programme Director

Board reporting (quarterly) Al Programme Director

12.6 The Financial Case - Board-Level Summary

Conservative

Sales / Commercial Director

IT Manager + External Specialist

IT Manager + External Data Specialist
Finance Director + Grant Advisor

Al Programme Director + relevant Function

Facilities / Operations Manager

Al Programme Director + HR

Quality Manager + Al Programme Director

| Board-Level Accountable

Managing Director

Managing Director

Managing Director

Al Programme Director

Al Programme Director

Managing Director

Finance Director

Al Programme Director

Al Programme Director

Al Programme Director

Managing Director

Managing Director

Finance Director

Managing Director

Mid-Point

Year 1 Phase 1 investment RM 704,000
Year 1 net benefit (Phase 1) RM 1,336,000
Year 1 net cash position + RM 632,000
Full programme investment (36M) RM 3,280,000

RM 16,582,000
RM 13,862,000

36-Month gross benefit
36-Month net value

Overall payback period 21-26 months

EBITDA margin improvement + 2.8-3.6 pts
One-time working capital release RM 2.56M
NIMP grant & incentive recovery RM 400K

RM 704,000
RM 1,816,000
+RM 1,112,000
RM 3,280,000
RM 24,369,000
RM 20,849,000
13—-17 months
+ 3.8-4.8 pts
RM 3.41M
RM 630K

Optimistic

RM 704,000
RM 2,426,000
+ RM 1,722,000
RM 3,280,000
RM 31,972,000
RM 28,692,000
9-13 months
+ 5.2-6.4 pts
RM 4.26M
RM 860K

Break-Even Assurance: Under the most pessimistic combined stress scenario tested (50% of benefits
realised; 40% cost overrun; 2 initiatives fail entirely), the programme still delivers a positive 36-month return

of RM 862,000.

There is no credible scenario in which this programme generates a net loss over a 36-month horizon.
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APPENDIX A: BOARD FAQ

In the course of presenting Al Readiness Audits and Smart Factory Transformation recommendations to manufacturing
boards across Malaysia and Southeast Asia, twelve questions arise in almost every boardroom - regardless of
company size, industry, or Al maturity level.

This appendix addresses each of those questions directly, concisely, and with specific evidence drawn from KV
Precision Industries' audit findings. It is intended to reduce decision friction, address legitimate concerns, and equip
every Board member with a clear, confident understanding of what this investment means, what it protects, and what it
delivers.

Category Questions Covered Category Questions Covered
Q1 - Q2: Q3 - Q5:
PEOPLE TECHNOLOGY
Staff impact and workforce change Technology risk, data, and cybersecurity
Q6 - Q7: Q8 - Q9:
FINANCE VENDORS
Affordability and ROI confidence Vendor accountability and selection
Q10 - Q12:
STRATEGY

Timing, competition, and NIMP
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CATEGORY 1 - PEOPLE | Our Staff & Our Organisation

PEOPLE | What happens to our staff? Will Al replace jobs at KV Precision Industries?

This is the most important question - and the honest answer is: Al will change some roles at KV Precision
Industries, but it will not eliminate them. The distinction matters enormously, and it deserves a clear
explanation.

The Al initiatives in this plan are designed to eliminate tasks, not people. Specifically, they eliminate the
repetitive, manual, error-prone work that consumes your best people's time and prevents them from doing
the work that actually creates value. Your quality engineers are currently spending 30—40% of their time
manually compiling SPC charts and NCR forms. With Al quality monitoring, that time is freed for advanced
quality engineering, supplier development, and customer relationship management - work that requires
human judgment and expertise.

Your maintenance technicians are currently responding to equipment failures after they occur, under
pressure, at unpredictable times. With predictive maintenance, they will be executing planned, scheduled
interventions on known-condition assets - a safer, more manageable, and more professionally rewarding way
to work.

In practical terms, the Al programme creates role evolution, not redundancy. Where roles do change
significantly, the change management plan built into the programme includes retraining, upskilling, and -
where necessary - redeployment to higher-value functions that the Al programme creates demand for.

The Board's communication to the workforce should be clear and consistent from Day 1: Al secures the
company's future competitiveness, and the company's future competitiveness secures everyone's jobs. The
businesses that do not invest in Al are the ones whose people face real job risk - because they will lose
contracts, lose customers, and eventually lose the revenue that supports the workforce.

Supporting Evidence:

+ The 8 manual quality inspector roles do not disappear - 4 are redeployed to quality engineering functions
as the Al system handles standard inspection. The remaining 4 continue managing complex, non-
standard inspection requiring human judgment.

» Maintenance technicians move from a 42:58 planned-to-unplanned ratio to a 75:25 ratio - meaning the
majority of their work is planned, scheduled, and professionally manageable.

* The programme budget explicitly includes RM 180,000 for workforce training and upskilling across 36
months (Section 9.6 of the main report).

* No forced redundancies are planned or projected as a result of any initiative in this programme.

PEOPLE | Do we have the internal capability to manage an Al transformation of this scale?

KV Precision Industries does not need a team of data scientists or Al engineers to implement and operate
the Al tools in this programme. The platforms recommended are designed for industrial operators - not
software developers - and are configured and supported by the vendors who supply them.

What the programme does require is strong operational leadership, structured change management, and
disciplined programme governance. These are capabilities KV Precision Industries already has. The
Production Director, Quality Manager, and Maintenance Manager who were interviewed during this audit are
exactly the profile of operational leaders who successfully drive Al transformation in manufacturing
businesses. What they need is a clear mandate, a governance framework, and an external Al advisor to
guide the technology decisions - not a new department of technical specialists.

The recommended Al Programme Director role (Section 12.4 of the supplementary document) is not a new
hire. It is an existing senior leader given a formal programme mandate alongside their operational
responsibilities, supported by external Al advisory and implementation expertise where specialist knowledge
is required.

Vendor-side implementation support - included in the programme investment for all Tier 1 initiatives - means
that the internal team's role is operational integration and change management, not technical configuration.
The vendors bring the technical expertise; KV Precision's team brings the operational knowledge that makes
the Al tools work for this specific manufacturing environment.

Supporting Evidence:

* All 12 operational team leaders interviewed during the audit demonstrated strong process knowledge
and data literacy - the foundations needed for Al-assisted operations.
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+ The MD and Directors demonstrated active strategic engagement with the Al agenda throughout the
audit process - a positive indicator of leadership readiness (Al Leadership Score: 48/100 - Emerging,
with clear upside).

+ External Al Programme advisory support is included in the programme cost structure - KV Precision
Industries is not expected to navigate this alone.

CATEGORY 2 - TECHNOLOGY | Risk, Data & Cybersecurity

TECHNOLOGY | What if the technology doesn't work? What happens if an Al system fails?

This is a legitimate and important question - and the programme has been specifically designed to address it.
The short answer is that no Al initiative in this programme goes live on a critical production function without a
validated parallel-running period, defined acceptance criteria, and a documented fallback procedure.

Specifically: no manual process is retired until the Al replacement has demonstrated reliable performance for
a minimum of four consecutive weeks against agreed accuracy and reliability thresholds. Your maintenance
team will continue using their existing PM schedules alongside the predictive maintenance platform during
the commissioning period - the Al system earns its place by demonstrating superior prediction accuracy
before the manual approach is retired.

For the Computer Vision quality inspection system - which operates on safety-critical automotive components
- the system undergoes a formal Measurement System Analysis (MSA) validation before replacing manual
inspection. This is an IATF 16949 requirement that the programme's quality workstream treats as non-
negotiable.

At the platform level: all Tier 1 SaaS platforms are contracted with minimum 99.5% uptime SLAs and
financial penalties for service failures. Fallback procedures - ensuring that operations can continue if a
platform is temporarily unavailable - are documented and tested before go-live. The Al systems in this
programme support human decision-making; they do not replace the physical production process itself.
It is also worth noting that all seven downside stress scenarios modelled in the audit - including the

catastrophic scenario in which 3 initiatives fail entirely - still deliver a positive 36-month return on the
programme investment. The programme's financial case is not dependent on everything going perfectly.

Supporting Evidence:

» Section 7.4 of the main report models 5 combined stress scenarios including 'catastrophic’ (3 initiatives
fail, 50% cost overrun, 35% benefit realisation). Even this scenario returns RM 862,000 net positive over
36 months.

» All Tier 1 platform contracts will include: uptime SLA = 99.5%; data portability rights; exit plan
documentation; and vendor financial stability verification.

» Parallel running periods of 4+ weeks are mandatory for all initiatives touching production quality,
scheduling, or safety-related processes.

TECHNOLOGY | Our data quality isn't great. Will that stop Al from working?

Poor data quality is the most common technical concern raised by manufacturing boards - and it is a
legitimate one. The audit confirmed that KV Precision Industries has meaningful data quality challenges:
approximately 26% of SAP Business One production records have incomplete or inconsistent data, quality
records are largely on paper, and the same machine is referenced by three different identifiers across the
SCADA, CMMS, and SAP systems.

However, poor data quality is not a barrier to starting the Al programme - it is a workstream within it. The
Phase 1 data foundation sprint (Months 1-3, RM 52,000 in budget) specifically addresses the highest-priority
data quality issues before Phase 2 Al initiatives that depend on clean data are deployed.

Critically, several of the highest-value initiatives in this programme do not require historical data quality at all.
The Energy Optimisation platform starts generating new, clean, time-series data from the moment the sub-
meters are installed - Day 1. The Predictive Maintenance sensors establish their own baseline from
commissioning. The Al Quality SPC system creates new digital quality records going forward, regardless of
the quality of historical paper records.

The phase sequencing in this programme has been deliberately structured to ensure that data-dependent
Phase 2 initiatives (Computer Vision, APS Scheduling) commence only after the Phase 1 data foundation
work has been completed. The data quality challenge is real - but it has been planned for and budgeted for
within the programme.

© Trusted Authority Al 2026 Confidential | Not for external distribution Page 47



KV Precision Industries Sdn. Bhd. Al Readiness Audit Report | Confidential Trusted Authority Al

Supporting Evidence:

» Three of the five Phase 1 initiatives generate their own clean data from Day 1 and are not dependent on
historical data quality: Energy Al, Predictive Maintenance (sensor data), and Al Quality SPC (digital
records going forward).

+ The 8-week data foundation sprint is budgeted at RM 52,000 - equivalent to approximately 0.04% of
annual revenue. This is not a significant investment relative to the risk it mitigates.

+ The SCADA data on the three instrumented production lines is already high-quality and continuous - the
best Al-ready data asset in the organisation and the starting point for the predictive maintenance model.

TECHNOLOGY | What about cybersecurity? Are we creating new risks by connecting our factory?

Yes - connecting production assets to Al platforms increases the cyber attack surface, and this must be
managed proactively. This is not a reason to avoid Al adoption; it is a reason to approach it with proper
governance. Every major manufacturing business in Malaysia and globally is navigating exactly this
challenge.

The programme addresses cybersecurity risk through three specific measures. First, an OT (Operational
Technology) cybersecurity assessment is a mandatory first step - commissioned in Month 1, before any l[loT
sensor deployment begins. This assessment maps the current exposure, identifies vulnerabilities in the
existing SCADA and PLC environment, and defines the network segmentation architecture required to safely
add loT devices.

Second, all production loT devices are deployed on an isolated VLAN - a separate, protected network
segment that prevents a compromise of a sensor from cascading into the production control systems or the
corporate IT environment. This OT/IT network segmentation is standard practice in industrial environments
and is specified in the IEC 62443 industrial cybersecurity standard.

Third, all Al platform vendors are contractually required to meet data residency requirements (Malaysia /
ASEAN region), provide security certification (ISO 27001 minimum), and undergo annual penetration testing.
Vendor security posture is a formal due diligence criterion in the procurement process.

It is also worth noting that KV Precision's current cyber exposure - with SCADA systems that have not
undergone a formal security assessment and a corporate network without documented OT/IT segmentation -
is already significant. The cybersecurity investment in this programme actually reduces the company's
overall cyber risk compared to the current unassessed state.

Supporting Evidence:

* The OT cybersecurity assessment is budgeted at RM 28,000—RM 42,000 (Months 1-2) - a mandatory
prerequisite before any loT deployment commences.

*  The cybersecurity risk in the programme risk register (Risk Score 15/25) is rated the second-highest risk,
and is the only initiative explicitly blocked from commencement until the OT assessment is complete.

* |IATF 16949:2016 Clause 7.1.3 requires the organisation to address the cybersecurity of production IT
and OT environments. The OT cybersecurity assessment directly satisfies this requirement.

CATEGORY 3 - FINANCE | Affordability & Return Confidence

FINANCE | Can we afford this? Is the investment realistic for a business our size?

Q6

The Phase 1 investment is RM 704,000. Let us put that in context.

KV Precision Industries generated RM 118.4M in revenue and RM 13.26M in EBITDA in FY2025. The
Phase 1 Al investment represents 0.6% of annual revenue and 5.3% of annual EBITDA. By the end of
Month 6 - before Phase 1 is even fully deployed - the Mid-Point scenario projects a net cash return of
RM 1,112,000 against the RM 704,000 invested. The programme is cash-positive before Phase 2
begins.

More importantly, the programme is structured to self-fund from its own returns. The Energy Al initiative
has a payback period of 3.7—7.4 months and requires only RM 134,000 in Year 1. The Predictive
Maintenance initiative requires RM 488,000 and returns RM 1.52M-RM 2.60M in Year 1 net benefit.
Phase 1 generates sufficient positive cash flow to contribute materially to Phase 2 funding — reducing
the net working capital requirement for the entire programme.

The real affordability question is not 'can we afford the investment?' It is 'can we afford not to make it?"
The audit identified RM 14M-RM 18M in annual addressable value currently being destroyed by the
operational gaps that Al addresses. The RM 704,000 Phase 1 investment is the entry cost to accessing
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RM 2.02M-RM 3.47M in annual benefit. That is not an affordability question - it is a financial decision
with a clear and evidenced answer.

For context, KV Precision Industries is currently paying RM 812,000 in demurrage and detention
charges - a single operational inefficiency - that Al monitoring can reduce by 45—-68%. The energy Al
initiative alone, at RM 134,000 investment, delivers RM 461,000—RM 845,000 in annual saving. The
business is already spending more on avoidable inefficiency than it costs to fix it.

Supporting Evidence:
* Phase 1 investment as % of revenue: 0.6%. Phase 1 investment as % of EBITDA: 5.3%.

* Phase 1 Mid-Point cash return by Month 6: RM 1,112,000 net positive (RM 408,000 surplus after
investment recovery).

+ The programme's most pessimistic break-even analysis (Section 7.3) shows the Energy Al initiative
requires only 18% of its projected benefit to be realised in order to break even over 36 months - against
a RM 134,000 investment.

* The conservative 36-month net value of the full programme (RM 13.86M) is 4.2x the total programme
investment (RM 3.28M).

*  NIMP Smart Factory certification unlocks RM 400,000—-RM 860,000 in recoverable grants and incentives
- partially offsetting the total programme investment.

FINANCE | How confident can we be in the ROI projections? Are the numbers realistic?

The financial projections in this audit are built on three layers of evidence: KV Precision Industries' own
FY2025 operational and financial data (the cost baselines), published Malaysian and ASEAN automotive
manufacturing industry benchmarks (the improvement potential ranges), and the audit team's direct
experience of comparable implementations across the region (the benefit realisation rates).

Three scenario levels are provided - Conservative (55% of achievable benefit), Mid-Point (78%), and
Optimistic (95%) - specifically to give the Board a range of outcomes rather than a single point estimate. The
Board should make its investment decision based on the Conservative scenario, treat Mid-Point as the
planning target, and view Optimistic as the evidence of upside potential.

The programme has also been stress-tested against eight individual variables and five combined downside
scenarios. The break-even analysis for each initiative shows the minimum benefit realisation rate at which
the initiative delivers a positive 36-month return. For the Energy Al initiative, that minimum is 18%. For
Predictive Maintenance, it is 24%. These are very low thresholds - the technology would have to
underperform by a dramatic margin to fail to deliver a positive return.

It is also relevant that the financial models are deliberately conservative in one specific respect: they do not
assign financial value to customer contract retention (the risk that 3 Tier 1 customers representing RM 29M+
in revenue may not renew without the technology capability they have mandated). Including even a partial
revenue protection value for this risk would make the programme's ROI case significantly stronger.

Supporting Evidence:

» Conservative scenario 36-month ROI: 323% (RM 13.86M return on RM 3.28M investment).

« Catastrophic stress test result: Even with 50% cost overrun, 35% benéefit realisation, and 3 initiatives
failing entirely - the programme returns RM 862,000 net positive over 36 months.

+ The Energy Optimisation initiative has the lowest break-even threshold of all initiatives: 18% benefit
realisation. This means the technology would need to deliver less than one-fifth of its projected saving
before it stops being worthwhile.

+ The financial models exclude customer contract retention value and NIMP commercial revenue
opportunity - both of which are material and positive. Including these would increase the programme ROI
significantly.
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CATEGORY 4 - VENDORS | Accountability, Selection & Dependency

VENDORS | How do we know the vendor will deliver? What if a vendor underperforms or fails?

Vendor accountability is one of the most important risk management disciplines in any technology
transformation programme. The programme addresses this through five specific contractual and governance
mechanisms.

First, vendor contracts for all Tier 1 initiatives (Predictive Maintenance, Energy Al, Al Quality SPC) are
structured with milestone-based payments - a portion of the implementation fee is withheld until specific,
measurable performance criteria are met. The vendor does not receive full payment until the platform is live,
integrated, and demonstrating performance against agreed KPlIs.

Second, Service Level Agreements specify minimum platform uptime (99.5%), maximum response times for
support issues (4 hours for critical issues, 24 hours for non-critical), and financial penalties for SLA breaches.
These are commercial obligations, not aspirational targets.

Third, data portability rights are contractually required for all SaaS platforms. If a vendor relationship is
terminated, KV Precision Industries retains full access to all operational data generated on the platform -
ensuring that a vendor change does not destroy the institutional knowledge built into the Al models.

Fourth, vendor due diligence before contract award includes: financial stability verification (audited accounts
or funding confirmation), a minimum of two verifiable Malaysian or ASEAN manufacturing reference clients at
comparable scale, ISO 27001 information security certification, and MIDA recognition status where
applicable.

Fifth, the programme's phased structure provides natural vendor accountability checkpoints. Phase 2

contracts are not awarded until Phase 1 vendors have demonstrated performance. Poor vendor performance
in Phase 1 is addressed before it propagates into Phase 2.

Supporting Evidence:

* Milestone payment structure: 30% on contract signing, 40% on go-live, 30% on 90-day post-go-live
performance validation against agreed KPls.

» Vendor reference requirement: minimum 2 verified Malaysian or ASEAN manufacturing references at
comparable scale (100-500 employees; automotive or precision engineering sector preferred).

» MIDA-registered or MITI-recognised vendor status is a preferential criterion in vendor scoring, as it
provides an additional layer of government-level vendor validation.

« Exit cost analysis: all platforms are evaluated for total cost of exit (data migration, retraining, replacement
timeline) as part of the due diligence process - ensuring the Board understands the switching cost before
contract signing.

VENDORS | Are we becoming too dependent on Al vendors? What if they increase prices or

discontinue the product?

Vendor dependency is a legitimate strategic risk in any SaaS-dependent technology programme. The
programme manages this risk through three approaches: vendor diversification, contractual protection, and
data sovereignty.

Vendor diversification: the seven Al initiatives in this programme involve multiple independent vendors
across different technology categories. The predictive maintenance platform vendor is different from the
energy management vendor, which is different from the APS scheduling vendor. Dependency on any single
vendor is limited to a specific operational domain, not the entire programme.

Contractual price protection: multi-year licences for Tier 1 platforms are negotiated with fixed or CPIl-capped
annual price escalation clauses. The vendor cannot unilaterally increase pricing within the contract term.
Contracts are structured as 2-year initial terms with annual renewal options - giving KV Precision Industries
the flexibility to switch vendors at renewal if pricing becomes uncompetitive.

Data sovereignty: all platforms are required to store KV Precision's operational data in Malaysia or the
ASEAN region, with full export rights. If a platform is discontinued, KV Precision Industries retains all
historical data in portable formats (CSV, JSON, or industry-standard API) - protecting the operational
intelligence built over the deployment period.

It is also worth noting that the market for industrial Al platforms is deepening rapidly. The competitive
pressure from multiple vendors in each category is increasing, not decreasing - which means switching costs
and price power are both declining in KV Precision's favour over time.

Supporting Evidence:
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* No single vendor relationship in this programme accounts for more than 18% of the total programme
investment - limiting maximum single-vendor exposure.

» Annual licence costs as a proportion of the initiative's annual net benefit range from 3.5% (Energy Al) to
9.1% (Smart Factory Platform) - confirming that even at significantly higher licensing costs, the net return
remains strongly positive.

*  Price escalation cap of CPI + 2% maximum per annum to be contractually specified for all multi-year
agreements.

CATEGORY 5 - STRATEGY | Timing, Competition & NIMP 2030

STRATEGY | Is now the right time? Should we wait until conditions are more stable?

In over 15 years of advising manufacturing organisations on technology transformation decisions, the
question of 'is now the right time?' has arisen in every economic environment - stable, uncertain, and difficult
alike. The consistent finding is that the businesses that waited for conditions to be 'more stable' almost
always found, in retrospect, that the cost of waiting exceeded the cost of acting.

For KV Precision Industries specifically, the 'wait' option carries three concrete and time-sensitive costs that
make it more expensive than acting now.

The first is the customer contract deadline. Three Tier 1 customers have set January 2027 as the date by
which real-time quality data, automated SPC reporting, and production visibility must be in place. This is not
a soft preference - it is a contract condition. The Al Quality SPC initiative must be live by December 2026 to
satisfy this requirement. Given a 4—6 month deployment timeline, procurement must commence by June
2026 at the latest. Waiting until conditions are 'more stable' makes this deadline impossible to meet.

The second is the cost of delay itself. Every month of delay costs approximately RM 235,000 in foregone
Phase 1 programme value at the Mid-Point scenario. Over a 6-month deferral, that is RM 1.41M in value not
generated. The deferral does not save money - it destroys it.

The third is the NIMP incentive window. MIDA's incentive structures are reviewed annually. The current
framework's capital allowances, automation grants, and Smart Factory certification incentives are available
now. They may be modified, reduced, or oversubscribed in future review cycles. Engaging MIDA now and
submitting certification applications within the recommended timeline maximises incentive recovery.

Supporting Evidence:

*  Customer contract deadline: January 2027 requires Al Quality SPC deployment by December 2026.
Procurement must commence June 2026. Deferring beyond May 2026 makes this deadline
unachievable.

*  Monthly cost of deferral: RM 235,000 at Mid-Point scenario (Section 12.3 of the supplementary
document).

*  NIMP Smart Factory grant and incentive value at risk from delay: RM 400,000—-RM 860,000 in estimated
recoverable incentives under current framework.

+ ASEAN competitor context: Thai and Vietnamese automotive component manufacturers are
accelerating NIMP-equivalent digitalisation programmes with government support. Each month of delay
is a month in which the competitive gap widens.

STRATEGY | What are our competitors doing? Are other Malaysian manufacturers actually

implementing Al?

Al adoption among Malaysian automotive component manufacturers is accelerating significantly - driven by
the same combination of OEM customer pressure, NIMP 2030 policy incentives, and competitive pressure
from ASEAN peers that this audit has identified for KV Precision Industries.

MIDA's published data from the Smart Manufacturing Assessment Framework (SMAF) assessments
conducted in 2024—-2025 indicates that approximately 28% of Malaysian Tier 1 and Tier 2 automotive
suppliers have commenced formal Smart Factory transformation programmes, with a further 34% in early
planning stages. This means KV Precision Industries is currently in the bottom quartile of its competitive
peer group by Al readiness - a position that will erode further with every quarter of inaction.

Specifically relevant to KV Precision's market position: two Tier 2 precision component manufacturers in the
Shah Alam / Subang corridor that supply overlapping customer bases have achieved or are actively
pursuing NIMP Smart Factory certification. At least one has deployed predictive maintenance and Al quality
inspection systems, and is actively promoting these capabilities in customer supplier qualification
discussions.
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Across the broader ASEAN automotive manufacturing landscape, Thailand's Eastern Economic Corridor
(EEC) manufacturers and Vietnam's key automotive component zones are receiving national government
co-investment in Industry 4.0 infrastructure. This is raising the technology capability baseline that Malaysian
suppliers are benchmarked against when regional OEMs are making sourcing decisions.

The competitive risk of inaction is not theoretical. It is playing out in supplier qualification decisions today.

Supporting Evidence:

»  28% of Malaysian Tier 1/Tier 2 automotive suppliers have commenced Smart Factory programmes
(MIDA SMAF data, 2024—-2025). KV Precision is currently in the bottom quartile by Al readiness score
(34/100).

» Atleast two direct Klang Valley competitors in the precision components segment are ahead of KV
Precision on Smart Factory adoption - one has achieved or is close to NIMP certification.

* ASEAN automotive OEM sourcing decisions are increasingly incorporating supplier digitalisation
capability as a qualification criterion alongside price, quality, and delivery performance.

STRATEGY | What is NIMP 2030 actually worth to us commercially? Is it more than just a

certificate?

NIMP Smart Factory certification is one of the most commercially valuable strategic assets available to
a Malaysian Tier 2 automotive manufacturer right now. The certificate itself is the minimum - the
commercial value it unlocks is substantially larger.

The most immediately valuable commercial benefit is automotive customer supply chain qualification.
Three of KV Precision's current Tier 1 customers have issued digitalisation requirements - but Smart
Factory certification also opens the door to supply chain opportunities that KV Precision currently
cannot bid for. Several Tier 1 assemblers serving Toyota, Honda, and Proton have introduced Smart
Factory certification as a preferred or mandatory criterion for new supplier qualification - and for
capacity expansion awards within existing supply agreements. These are contracts that KV Precision
cannot currently win regardless of its price competitiveness or quality performance.

The second major commercial benefit is government-linked procurement access. NIMP-certified
manufacturers receive preferential consideration in government and GLC procurement programmes -
relevant for KV Precision's electrical motor and industrial assembly product lines, which have
significant government and GLC market potential.

The third benefit is export market access. KV Precision's export markets (Singapore, Thailand,
Indonesia, Vietnam - 22% of revenue) are all markets where industrial buyers and Tier 1 assemblers
are raising their supplier digitalisation requirements. NIMP Smart Factory certification is a recognised
and credible industry credential in all four of these markets and provides a competitive advantage in
export qualification discussions.

The combined commercial value - recoverable grants and incentives (RM 400K-RM 860K), new
contract opportunity from qualification (RM 4.2M-RM 8.6M in estimated pipeline), and customer
retention protection (RM 29M+ in at-risk revenue) - makes NIMP certification one of the most leveraged
commercial investments available to this business.

Supporting Evidence:

* NIMP Smart Factory certification target: Month 22—24 under the Al roadmap in this report - achievable if
Phase 1 commences by June 2026.

* Recoverable MIDA incentives under current framework: RM 400,000—-RM 860,000 (Automation Capital
Allowance, Smart Technology Fund, state-level SIDEC support).

» Estimated new contract pipeline unlocked by Smart Factory qualification: RM 4.2M—-RM 8.6M annually
(based on audit team's assessment of current unqualified opportunity in KV Precision's target customer
and product segments).

»  Customer retention value protected by delivering the January 2027 digitalisation requirements: RM
29M+ in at-risk Tier 1 revenue from three named customers.
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CLOSING NOTE

The twelve questions addressed in this appendix represent the most consistent decision friction points
encountered when presenting Al transformation investments to Malaysian manufacturing boards.

Every answer here is grounded in the specific operational data, financial modelling, and market context developed
during the KV Precision Industries Al Readiness Audit.

The Board of KV Precision Industries is being asked to make a clearly evidenced commercial decision - not a
speculative technology bet. The audit has identified specific, measurable, and addressable operational inefficiencies.

It has modelled the financial return of addressing them under three scenarios, tested those projections under significant
stress, and provided a sequenced implementation plan that generates positive cash flow within six months.

The only genuinely uncertain element in this decision is execution quality - and that is within the Board's control.

Excellent change management, disciplined programme governance, and rigorous vendor accountability will deliver
returns at or above the Mid-Point projections.

Poor execution will deliver returns at or below the Conservative scenario - which still shows a positive 36-month return
of RM 13.86M against RM 3.28M invested.

If there are questions beyond those addressed here, the - Senior Al Strategist | Trusted Advisor - welcomes a direct
conversation at any time.
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APPENDIX C: EXECUTIVE DECISION DASHBOARD A3 LANDSCAPE

Al READINESS AUDIT — EXECUTIVE DECISION DASHBOARD | A3 LANDSCAPE iz LD =kl LD
T Authority Al - Confidential = TAARA-KV 6-001 sh Alam, K Valley E y b it
Al READINESS FINANCIAL OPPORTUNITY AlINITIATIVE PRIORITY MATRIX ROI SUMMARY &
ASSESSMENT ANALYSIS IMPLEMENTATION PLAN
Annual Value (RM M) vs. Complexigilllubble = Year 1 investment
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1 Al SOLUTION: Predictive Maintenance
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| | o et 36M value
W Implementation Complexity High= Payback: ~Month 10 - ROI: 536%
-I % 36-MONTH CUMULATIVE NET CASH FLOW

OPTIMISTIC

Al SOLUTION: Computer Vision + Al Quality SPC

Target: Scrap+rework 3.6% = 0.6-10% - PPM <50
by » RM 28.69M

W 260 net 36M value

03 INVENTORY LOCK-UP RM 14.2M tied up STRESS TESTARBSULTSlonth 7 - ROI: 775%
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-: 1
Mild stress |~15% benefits) RM 9.86M net
_ n 4 Moderate (-25%) RM7.22M net
A 200
. Severe {=40% RM 4.23M net

RM 1.84M net
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W 10 Catastrophic (3 fa RM 0,86M net
A1 SOLUTION: loT Sub-metering + Al Energy Platform
-'E u Target: 12-22% cost reduction - ESG automated
Break-even requi Only 18% of benefit
05 SCHEDULING & BILLING RM 768K-1.1M | yr|
b}
e
b1 IMPLEMENTATION ROADMAP

ek ever PHASE 1 - Months 1-6 RM 704K

Al SOLUTION: APS Scheduling + Revenue Integrity Al
Target: Adherence 72% = 92%+ - Leakage + <0.5%

TOTAL ANNUAL ADDRESSABLE VALUE: ~ RM 14M - 18M
RM 1,344K

TOTAL PROGRAMME INVESTMENT:

CONSERVATIVE 36M NET VALUE

OPTIMISTIC 36M NET VALUE:

PHASE 3 « Months 19-36 RM 1,232K
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