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1. PURPOSE
The purpose of this manual is to communicate VEM'’s quality requirements and expectations to
suppliers. VEM'’s suppliers are expected to provide parts, materials, and services that consistently
meet or exceed VEM'’s specifications, at a competitive price, and in accordance with the
requirements of this manual.

2. SCOPE

This manual applies to all VEM’s suppliers of parts, materials, and/or services that impact, or
potentially impact, VEM saleable product.

3. DEFINITION
3.1 RMA — Return Material Authorization
3.2 NCMR - Non-Conforming Material Report
3.3 SCAR — Supplier Corrective Action Request
3.4 OTD — On Time Delivery
4. RESPONSIBILITIES
4.1 VEM Purchasing
4.1.1 VEM purchasing is responsible in conjunction with Quality to ensure that
appropriate corrective action is taken in the case of non-conforming material

received from a supplier.

4.1.2 VEM purchasing is responsible for communicating with suppliers and ensuring
the execution of this procedure.

4.2 VEM Quality Assurance

4.2.1  VEM Quality is responsible for auditing compliance to this procedure and the
associated referenced forms and records.

4.2.2 Quality in conjunction with purchasing is responsible for reviewing the
completeness of SCAR’s and for closing them in a timely manner upon
measuring the effectiveness of the supplier action.

4.3 Supplier

4.3.1 The supplier is responsible for compliance to this procedure and to ensure that
products meet or exceed documented VEM requirements.

5. PROCEDURE

5.1 Supplier Acknowledgement of VEM Supplier Quality Manual
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5.1.1

5.1.2

51.3

A link to the VEM Supplier Quality Manual is included on all VEM Purchase
Orders.

Acceptance of VEM purchase orders is acknowledgement by the supplier of
receipt of the VEM Quality Manual, and all requirement herein will be met.

If exceptions are required, those shall be submitted prior to acceptance of
purchase order for review by VEM.

5.2 Quality System Requirements

5.2.1

5.2.2

5.2.3

524

VEM encourages suppliers to develop fundamental quality systems that provide
for continuous improvement and emphasize defect prevention while reducing
variation and waste. At this time VEM does not require suppliers to obtain
certification to ISO 9001; however, suppliers are strongly encouraged to use ISO-
9001 requirements as the basis for their quality system development.

Suppliers having an I1SO registered quality system or an equivalent level QMS
system will be preferred over suppliers who do not have an ISO registered quality
system.

Designated Auto Suppliers that are not ISO 9001 certified are subject to second
party audits. Suppliers are encouraged to move toward IATF 16949 Certification.

Suppliers without ISO registered quality system are required to complete the
VEM Supplier Evaluation Survey. This will be used as an initial assessment of
the supplier's quality system.

5.3 Supplier Monitoring

5.3.1

5.3.2

VEM may provide supplier scorecards on a quarterly basis.
5.3.1.1 Suppliers will be rated on commercial and quality performance.
5.3.1.2 The supplier is expected to achieve a “Good” or “Excellent” rating.

5.3.1.3 Any supplier who scores “Below Average” or “Poor” are required to submit
improvement plan.

Supplier Audits

5.3.2.1 With prior notification VEM may conduct Quality System audits at
suppliers’ facilities. The goal of the audits is to understand suppliers’
capabilities and quality systems and identify continuous improvement
opportunities.

5.3.2.2 Potential suppliers may be audited as part of the VEM vendor qualification
process, or as part of ongoing second party audits for automotive
suppliers that are not ISO 9001 Certified. Current suppliers may be
audited if there are ongoing quality problems.
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5.3.2.3 The audits may include ISO 9001 requirements as well as the
requirements of this Supplier Quality Manual.

5.3.2.4 Suppliers will be sent a Pre-assessment survey before the audit date.
This pre-assessment should be returned prior to VEM conducting the
audit. Following the audit, VEM will forward our findings and any needed
corrective actions on the part of the supplier. Results of the audit will be
used in the sourcing decision of potential suppliers as well as continued
sourcing from current suppliers.

5.4 Supplier Development

5.4.1

5.4.2

VEM will determine the priority, type, extent, and timing of required supplier
development actions, with emphasis on strategic suppliers, suppliers with highest
risk, and suppliers with lowest quality performance records.

VEM’s goal is to identify opportunities for improvement and assist the supplier
with continual improvement plans to ensure zero defect products, materials, and
services.

5.5 Supplier Statutory and Regulatory Requirement

5.5.1

5.5.2

Suppliers shall ensure their organizations comply with all statutory and regulatory
requirements for the country of manufacture, the country of receipt, and the VEM-
identified country of destination, if provided.

Please review the current RBA Code of Conduct. We encourage all our suppliers
to work towards an implementation plan.

5.5.2.1 The RBA Code of Conduct is available on the RBA website.
https://www.responsiblebusiness.org/code-of-conduct/

5.6 Risk Management Policy

5.6.1

The supplier shall have an up-to-date documented Business Continuity Plan
including Supply Chain Risk Management Plan ensuring that in the event of
disaster or inability to perform the supplier can take the necessary actions to
minimize and/or eliminate such risk to VEM.

5.7 Manufacturer's Representatives and Distributors

571

Manufacturer's Representatives and Distributors accepting VEM POs must
recognize that all procurement documentation requirements apply to them as well
as to the material manufacturer. As the direct supplier to VEM and as a
representative of the manufacturer, it is the supplier's responsibility to assure that
the manufacturer's part supplied meet all VEM procurement documentation
requirements.

5.8 Responsibility of Test and Inspections
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5.8.1

The supplier is responsible for the performance of all tests and inspection
requirements as specified in the procurement documentation. The supplier may
use his own or other suitable facilities. VEM reserves the right to witness or
perform any of these tests and inspections set forth in the procurement
documentation and to audit the data resulting from the supplier's performance of
these tests and inspections. Suppliers agree that any incoming inspections
performed by VEM or its subcontractors resulting in a nonconformance to
specification and confirmed by the supplier, will be rejected.

5.9 Sub-Supplier Procurement Requirements

5.9.1

5.9.2

Suppliers shall manage their commodity. Suppliers and sub-contractors for any
outsourced process shall use a structured supplier management process that
includes, but is not limited to, the following:

5.9.1.1 Sub-Supplier selection and qualification

5.9.1.2 Sub-Supplier compliance with government, environmental, and CSR/RM
requirements

5.9.1.3 Sub-Supplier monitoring
5.9.1.4 Sub-Supplier capacity planning and allocation

5.9.1.5 Sub-Supplier performance evaluation through periodic assessments and
audits

Suppliers shall flow down VEM specific requirements and control their sub-
suppliers to ensure compliance with any applicable specifications provided by
VEM. The supplier shall also flow down process requirements outlined in this
document. VEM reserves the right to perform on-site assessments/audits of sub-
supplier's facilities to determine capabilities and compliance with VEM QMS
requirements.

5.10 Supplier Contacts

5.10.1

5.10.2

For commercial issues, the supplier's point of contact at VEM is the Purchasing
Manager or Buyer. The supplier shall not accept any changes to the purchasing
agreement, contract, quantity, pricing, or due dates for the materials or services
to be delivered unless authorized via PO change notice or a revised PO issued
by the VEM Buyer.

For quality or technical issues, the supplier's point of contact is the Quality
Engineer, unless otherwise specified. The supplier shall not accept any changes
to the technical requirements, revision levels and/or quality requirements for the
materials or services to be delivered unless authorized via a VEM specification
change, VEM specification waiver, PO change notice, or revised PO issued by
the VEM Buyer.
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5.11 Product Requirements

5.11.1

5.11.2

All product requirements will be listed on the VEM purchase orders (including all
applicable drawings and specifications). Acceptance of the purchase order is
acknowledgement that all requirements shall be met.

If exceptions are required, those shall be submitted prior to acceptance of
purchase order for review by VEM.

5.12  Nonconforming Product

5.12.1

5.12.2

5.12.3

If a supplier manufactures product that does not meet VEM'’s specifications, pre-
approval from VEM purchasing and quality (waiver) must be obtained before the
nonconforming material may be shipped.

If a supplier ships product that is found to be nonconforming during incoming
inspection at VEM, and a no pre-approval waiver to ship has been obtained, a
NCMR will be generated and depending on the circumstance/s a SCAR may be
generated.

Pre-approval requests to ship nonconforming product must include details of the
nonconformance and the number of parts affected as well as potential impact of
the nonconformance.

5.13 Product and Process Change Notification

5.13.1

5.13.2

The supplier shall have a process to manage and track changes in requirements
and product data. This shall include revision history documentation of the
resulting changes in engineering documentation.

A Process Change Notice must be submitted and approved if any of the following
occur:

5.13.2.1 Locations

5.13.2.2 Facilities

5.13.2.3 Manufacturing process

513.2.4 Manufacturing equipment
5.13.2.5 Test or measurement process
5.13.2.6 Test or measurement equipment
5.13.2.7 Supplier or sub supplier

5.13.2.8 Raw material

5.13.2.9 Product design
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5.13.3

5.13.4

5.13.5

5.13.6

5.13.7

5.13.2.10 Packaging

This also includes any other change that may affect product form, fit, function or
adversely affect reliability, quality, compliance to Environmental Standards or
safety.

Requirements set forth in this specification shall be communicated to all affected
personnel within the supplier's organization. Supplier shall also flow down these
requirements to their suppliers and sub-suppliers.

Process Change Notice must be given at least 180 days before planned
implementation of changes so that re-qualification of product may be completed.
Acknowledgement of the Change Notice ensures VEM has been made aware of
the impending change.

5.13.5.1 NOTE: DEPENDANT ON THE NATURE OF THE CHANGE AND
THE IMPACT TO THE END PRODUCT ADDITIONAL OR IMMEDIATE
NOTICE SHOULD BE CONSIDERED

Any significant process changes, such as changes to the site location, must be
communicated with a minimum notice period of 200 days.

The Process Change Notice format is left to the supplier’s discretion, but the
following information must be included:

5.13.7.1 Details of the change(s)

5.13.7.2 Why the change(s) is necessary

5.13.7.3 Potential consequences of the change

5.13.7.4 All affected part numbers

5.13.7.5 Plan to qualify the products made with the change(s)
5.13.7.6 Timeline to fully implement the change(s)

5.14  Corrective Action and Failure Analysis

5.14.1

5.14.2

5.14.3

Upon receipt of nonconforming material VEM may issue a Supplier Corrective
Action Request (SCAR). Nonconforming material can be found during incoming
inspection, audit, assembly, performance, or warranty returns. A supplier may
also receive a SCAR for poor communication, continuance of late deliveries, or
other reasons that may affect VEM’s Quality Policy.

The supplier shall address all SCAR’s in the 8D format.

If the supplier is notified of a performance issue, they shall conduct a failure
analysis using appropriate analytical techniques as part of the 8D process.
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5.14.4 Return Material Authorization (RMA) must be provided for material that is
defective or considered suspect and needs to be returned to the supplier.

5.14.5 Within 72 hours of notification of defective product via SCAR, suppliers must
respond with (3D):

5.14.5.1 Implement containment

5.14.5.2 Inform VEM of the containment actions and plan to replace
suspect material

5.14.5.3 Identify short term corrective actions

5.14.6 Within 14 days of notification of defective product via SCAR, suppliers must (5D):

5.14.6.1 Define and verify Root Causes
5.14.6.2 Determine permanent corrective actions for Root Cause
5.14.6.3 Send initial SCAR response

5.14.7 Within 30 days of notification of defective product via SCAR, suppliers must (8D):

5.14.7.1 Identify and Implement preventive actions
5.14.7.2 Verify and Validate permanent corrective actions
5.14.7.3 Send finalized, signhed SCAR response

5.14.8 VEM will analyze the final SCAR response and provide the supplier with a
decision on closure of the SCAR. SCAR responses will be Accepted,
Conditionally Accepted or Rejected. Resubmission of the SCAR response with
discrepancies corrected is required within 5 days. Communication will be required
if any of the timelines cannot be met, it is the discretion of VEM Supply Chain to
approve or deny extension.

5.15 Product Shipment and Delivery Requirements

5.15.1 VEM Supplier Quality monitors OTD by number of deliveries made vs. number of
late deliveries. Every delivery received counts as one delivery. Once the supplier
confirms the purchase order and its delivery dates, the delivery date will not be
change unless authorized by the materials department. Only the materials group
can request a pull in or push out of a delivery date from a supplier. The supplier
must re-confirm each delivery change before materials can adjust the delivery
schedule with the buyer.

5.15.2 Suppliers are required to notify VEM as soon as possible if a delivery is known or
suspected to be late.

5.16  Packaging
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5.16.1 Product packaged in bags shall be sealed and packaged in order to prevent
damage during transportation from the supplier to VEM. The bags shall be
flushed with argon gas (or equivalent inert gas) prior to vacuum sealing. The
criterion for the bag material is:

5.16.1.1

5.16.1.2

5.16.1.3

5.16.1.4

5.16.1.5

5.16.1.6

Low water/humidity permeability

No residue in the bag or product surface

No gas or solvent release from the bag material
Product packaged in glass containers

Product packaged in plastic containers

Product packaged in boxes or crates

5.17 lIdentification and Markings

5.17.1 Each new part shall be traceable by lot/serial number. These numbers shall
match the documentation sent with the part.

5.17.2

5.17.3

The supplier shall have a system for ensuring finished product traceability back to
the factory, date, lot and serial number. All received lots shall be traceable back
to their corresponding inspection lot and shall clearly be identified upon receipt.

The preferred method to apply lot/serial number information is to use waterproof,
self-adhesive labels. The following shall be marked on the label applied to the
outside bag [NO LABELING ON THE PART ITSELF IS ALLOWED]

5.17.3.1
5.17.3.2
5.17.3.3
5.17.3.4
5.17.3.5
5.17.3.6
5.17.3.7
5.17.3.8

Manufacturer’'s name

Material, including purity

Description, including dimensions
VEM specification number and revision
VEM PO Number

VEM'’s part number

Supplier Lot and Serial Number

Net weight

5.18 Shipping documents and COA/ COC

5.18.1 All materials with purity and compositional requirements must include a certificate
of analysis (COA) showing actual test results for the material lot shipped.

5.18.2 Products with dimensional requirements that do not have purity and
compositional requirements must include a certificate of conformance (COC)with
reference to the applicable specification and revision level.

5.18.3 A packing slip must accompany each shipment.
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5.19 General Product Quality Expectations

5.19.1 The material shall be clean and free from foreign matter and other defects
detrimental to performance.

5.19.2 The material shall be uniform in quality and shall be manufactured in accordance
with standard manufacturing procedures of the industry

6. RECORDS
QMS Record Storage Filing Retention How disposed of
Name Location Method Period
VEM Purchase | X3 shared Electronic 10 years Electronic Disposal
Order drive minimum
Supplier Score Sharepoint Electronic 10 years Electronic Disposal
Cards minimum
7. METRICS
Process Metric Frequency of Calculation method How reported/evaluated
Measurement
Supplier Scorecard Quarterly Per scorecard criteria | Per scorecard criteria
8. RISKS
Opportunity of Error/Risk Process Step Current Control
Supplier performance not meeting n/a Approved Supplier Process
VEM requirements
Supplier not meeting intent of n/a Supplier Quality Manual
Supplier Quality Manual provided on all PO’s
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