[image: image5.png]D)






Franklin Precision Industry, Inc.


[image: image1.png]Achieving excellent quality with
innovative thinking and technology = = memmm=r m——

3 I 1
e Ly AE'"_QL wli | | !





SUPPLIER

QUALITY ASSURANCE

MANUAL

17th EDITION

May,2023
FRANKLIN PRECISION INDUSTRY, INC.

3220 BOWLING GREEN ROAD

FRANKLIN, KENTUCKY 42134-7610

(270) 598-4458
www.fpik.com
Table of Contents

4I.
Company Background


4
Overview


5
FPI Vision & Mission Statement


6
Quality Policy


6
Safety Policy


6
Supplier Safety Commitment


7
Environmental Policy


8II.
FPI Purchasing Organization and Support Personnel


8
Buyers


8
Supplier Quality Engineer and Quality Assurance Specialists


8
Business Ethics and Conduct Policy


9III.
Requests for Quotation


9
RFQ Elements


9
Quotation Submission Policy


11
Sourcing Policy


13IV.
Design Review


13V.
Purchase Orders


13
Spot Buy Purchase Orders


14
Blanket Purchase Orders


14
Releases


16
Purchase Order Acknowledgement


16VI.
Invoicing


16VII.
Production Preparation Process


16
Supplier Risk Assessment


17
Component Review Meeting


17
Advanced Product Quality Planning


17
Production Trial Run


19
Launch Support


19
Process Preparation


19VIII.
Quality Requirements


19
General Quality System Requirements


19
Quality Expectations


20
Advanced Quality Planning


20
Prototype/ Process Preparation Parts


21
Run at Rate


21
PPAP Submissions


29
Supplier Process Check before SOP


29
Other customer-specific requirements as applicable.


29
After start of production requirements


30
Product/Process/Manufacturing Location/Sub-Contractor Changes


31
Suspect and Non-Conformance Issues


33
Shipping Countermeasure Product


33
Supplier Request for Deviation Request Waiver (SRDW)


33
Controlled Shipping Containment


33
Warranty


34IX.
Packaging, Product Labeling and Shipping Documentation


34
Prototype, Process Preparation, PPAP, Early Production Containment, and Engineering Samples


34
Production Requirements


35
Shipping Documentation for All Shipments


35
Lot Traceability


35
Packaging


36X.
Annual Purchasing Review (APR)


37
Program Description


37
Submission Policy and Procedures


38XI.
Annual Capacity Confirmation


38XII.
Supplier Performance / Scorecard Process


38
Criteria


39XIII.
Miscellaneous


39
Supplier responsibility for Production Loss, Forced Change Production Schedule and RCAR


40
Service Parts


40
Obsolescence Policy


41
Tooling Management Policy


42
Minority and Women-Owned Sourcing Policy


42
Customs-USMCA Documentation


43
Conflict Minerals Program


43
Risk Management


45XIV.
Acronym List


47XV.
Aisan Global Operations


47XVI.
Change Log


48XVII.
Acknowledgment




Appendix List

Appendix A
Request for Quotation Forms
Appendix B
FPI Terms and Conditions
Appendix C
Supplier Request for Deviation/Waiver (SRDW)
Appendix D
FPI Supplier Quality Assurance Contacts
Appendix H
Technical Standard Request Form
Appendix I
Improvement Report (RCAR)
Appendix J
Packaging Proposal
Appendix K      Supplier Information Change Request
Appendix M 
Drawing Change Request
Appendix N 
Process Change Request (PCR)
Appendix O
Sub Supplier/Plant Location Change
Appendix P
Supply Chain Management Sheet
Appendix Q
Shipment Label Dimensions
Appendix R 
Returnable Container Reference Sheet
Appendix S       Annual Pricing and Target Review
Appendix T
Monthly Supplier Performance Report

Appendix U
Obsolescence Request Form
Appendix V
USMCA Certificate of Origin
Appendix W
Special Shipment Notice
Appendix Y      FPI Capacity Investigation Sheet
Appendix Z
Inspection Standard
Appendix AA
Short Shipment Notification
Appendix AB
Supplier Loss Recovery Sheet
Appendix AC
Supplier Tooling Replacement or Refurbishment Request

**Actual documents can be accessed at:  http://www.fpik.com/purchasing 
I. Company Background

· Overview

Franklin Precision Industry, Inc. (FPI) is an IATF-16949 Certified company.  We currently supply air induction (e.g. electronic throttle bodies); emissions-control (e.g. charcoal evaporative emissions canisters) and fuel pump module components for the global automotive industry. 
Established April 1989, FPI is a wholly owned subsidiary of Aisan Industry Co., LTD, headquartered in Obu-City, Aichi, Japan.  FPI is committed to meeting the demand for high precision and performance products while maximizing customer value.  With annual production exceeding 16.4 million units, FPI’s strong commitment to engineering and innovative manufacturing methods make us a leader in product quality, cost and delivery. 
The throttle body is the heart of the induction system of any fuel-injected engine.  Similar to a carburetor, the throttle body’s function is to introduce air to be mixed with fuel for the combustion process.   
Carbon canisters are designed to meet strict Federal Government evaporative emission standards.  FPI 100% conformance tests all products during manufacture to ensure these standards are met.  Canisters are an important part of the vehicle emission system and help to protect our environment from gasoline hydrocarbon vapors.  The high quality necessary to meet government standards is assured through employee training and involvement programs.
Fuel pump modules are a critical component in automobiles since they deliver precise, regulated fuel from the fuel tank to the fuel injection system.   Fuel modules filter gas to high purity levels, then pump a regulated flow of pressurized gas to the fuel injectors for a precise metering to attain maximum fuel efficiency and clean exhaust emissions.  

FPI uses computer-controlled assembly equipment with poke yoke devices to ensure manufacturing parameters are met throughout the process.  Toyota Production System and kaizen are used throughout the company to achieve lower costs, just-in-time (JIT) delivery, inventory reduction and world-class defect levels.
· FPI Vision & Mission Statement
1)  Creating products and services with the focus on customers

2) Achieving excellent quality with innovative thinking and technology

3) Building a vital workplace with respect for individual employees

We contribute to society through global growth and environmental preservation.
· Quality Policy
We supply automotive products and services with “MONOZUKURI” which exceed the expectations of our customers.
We adhere to a Customer First philosophy for excellent quality through carrying our “Built-in-Quality with Ownership.”
· Safety Policy

FPI shall maintain a safe and healthy work environment to:

1) Assure the safety and well-being of team members and guests. 
2) Assure the continuity of service to its customers

3) Assure the preservation of the Company’s assets

FPI team members and guests are expected to comply with established safety rules and guidelines and to refrain from unsafe behaviors.  Safety at FPI is promoted through the administration of the FPI Safety Program.  Team members will be held accountable for contributing to the successful execution of this policy. 
· Supplier Safety Commitment

FPI’s number one guiding principle is to provide products that guarantee safe operations for the end customer, safe conditions for our team members, and the citizens living in the area in which we conduct our business.
Likewise, we are committed to protecting the economic affected by our business and the people who are dependent on the incomes generated by our efforts both upstream and downstream.

As an extension of FPI, suppliers are requested to operate under the same guiding principles.

As a manufacturer, importer, or distributor if raw materials, components parts, or assemblies for FPI, Suppliers shall report within 24 hours under the following occurrences:

1. A defective product which may create a risk of injury to consumers, FPI customers, or FPI team members.

2. Any type of fire incident occurring at the supplier’s facility or any tier supplier facility that has responsibility for any portion of the manufacturing process of the raw material, component part, or assembly that your company sells FPI.
3. Any type of fatality occurring in your facility or any facility that has responsibility for any portion of the manufacturing process of the raw material, component part, or assembly that your company sells FPI.

4. Any EPA or OSHA violations

5. Any potential major supply chain disruption, whether caused by factors within or outside the supplier’s control.

Any of the above instances should be reported to your responsible FPI Supplier Quality, Environmental Health and Safety and Purchasing contacts within 24 hours of the incident.

· Environmental Policy
Franklin Precision Industry, Inc., of Franklin, Kentucky, a manufacturer of automotive fuel systems, is committed to providing products of quality and value that improve the lives of the world’s consumers. As part of this, FPI continually strives to improve the environmental quality of its products, packaging and operations.
We emphasize the prevention of pollution, elimination of process deviations and continuous improvement through Team Member diligence as the best practical means to improve the environmental performance of our operations.
We aim to meet or exceed the requirements of applicable environmental laws and regulations. We undertake scheduled environmental assessments of FPI’s manufacturing facility to determine and monitor objectives and targets.
We make our environmental policy available to our consumers, customers, Team Members, community, public interest groups and other as requested.
FPI respects the environment, and is ISO 14001 certified.  We highly encourage our suppliers to obtain ISO-14001 certification. 
II. FPI Purchasing Organization and Support Personnel
· Buyers

Buyers have program responsibilities that include but are not limited to commodity strategy, supporting pre-production builds, making sourcing decisions, providing ongoing production support, and driving cost reduction initiatives. Buyers will ensure that the supply base is capable of meeting or exceeding FPI quality, delivery, and cost expectations. They work with the suppliers to help identify and correct any deficiencies that may exist within the quality system.  The intention is to be proactive and focus on continuous improvement rather than corrective actions.

· Supplier Quality Engineer and Quality Assurance Specialists

Supplier QA Engineers and Supplier QA Specialists are responsible for assisting and monitoring the supply base to ensure compliance to both FPI and our customers’ requirements.  To develop and/or improve business relationships, they can aid with problem solving, process improvements, training etc.  The Quality Assurance Department monitors performance through tracking supplier defect rates (PPM), and Root Cause Analysis Reports (RCAR’s).

· Business Ethics and Conduct Policy

FPI has established a reputation for integrity and excellence in business relationships.  The establishment and maintenance of trust and confidence with Suppliers is important to achieving FPI’s business objectives and success in the marketplace.

All FPI employees are prohibited from accepting monetary gifts under any circumstance, nor may they solicit non-monetary gifts, gratuities, or other personal benefits from suppliers or customers. FPI employees and members of their immediate families may accept unsolicited, non-monetary gifts from a firm or individual doing or seeking to do business with FPI only if the gift is of nominal value or the gift is primarily of an advertising or promotional nature.  Gifts of more than nominal value may be accepted if protocol, courtesy or other special circumstances exist, as sometimes is the case when dealing with other cultures.

FPI employees may not encourage or solicit entertainment from any individual or company with whom FPI does business.  Occasionally, FPI employees may offer or accept entertainment, but only if the entertainment is reasonable for the circumstances, occurs infrequently, and does not involve lavish expenditures.  Offering or accepting entertainment that is primarily intended to gain favor or influence is prohibited.
If anyone in your company believes that any FPI employee has violated our Business Ethics and Conduct policy please call FPI at (270) 598-4300 and ask to be directed to the Human Resources Manager.
III. Requests for Quotation

Unless authorized otherwise, all quotations must be submitted on the FPI Request for Quotation Forms [Appendix A].
· RFQ Elements

· Request for Quotation

· Terms and Conditions

· Supplier Notes / Clarifications
· Supplier Price Breakdown

· Injection Molding Tooling Quotation Breakdown

· Stamping Tooling Quotation Breakdown

· Variance Quotation Form for Mass Production Components

· Packaging and Shipping Cost Breakdown
· Quotation Submission Policy
Responsibility and authority for commercial issues (quotations, price negotiations, purchase approval, etc.) is limited exclusively to the FPI Purchasing Department.  Individuals outside the Purchasing Department are not agents of the company and therefore not authorized to release a purchase order to Suppliers.  All quotations, whether official submissions or engineering estimates, should be directed through the FPI Purchasing Department, with copies to other functional representatives as directed by Purchasing.  Direct submissions or purchase agreements made through any other source may not be honored for payment. 
Engineering changes impacting previously established costs and/or delivery dates must also be authorized by the Purchasing Department prior to commencement of any work.  Unauthorized changes may result in delayed or forfeited payments.

Unless otherwise indicated by FPI Purchasing, post-prototype quotations for all domestically produced parts should be submitted using both returnable and expendable packaging. For final packaging proposal, the supplier is expected to coordinate the optimal packaging design in conjunction with FPI and the packaging supplier, Final packaging approval will be granted by FPI.

FPI does not allow compensation for defective product produced by suppliers’-controlled processes.
Suppliers shall include on all quotations a verifiable allowance based on market pricing for raw material scrap for any offal that results from the manufacturing process of the part (EG:  steel drop from stamping processes and plastic runners from an injection molding process when regrind material is not allowed).
FPI allows for a maximum of twice annual pricing updates based on verified market changes to both raw materials and exchange rates.  A standard agreement will be provided for your company at the inception of business with FPI.
FPI’s basic expectation is that our suppliers will manage tooling and / or equipment sub-suppliers to achieve Aisan drawing specifications.
FPI reserves the right to inspect tooling and equipment makers during the tooling / equipment development.  FPI will allow each supplier to charge a minimal fee for tooling transportation / handling and time value of money in the tooling quotation over and above the toolmaker’s invoiced cost.  Except in rare instances when FPI Purchasing authorization is granted, supplier shall upon demand provide detailed tooling drawings and/or 3D data for each tool compensated by FPI.  Supplier will provide FPI Purchasing a detailed tooling / equipment development schedule for each new business award and manage to mutually agreed upon schedule milestones.
International suppliers are asked to submit quotations based on two scenarios:

· EX-Works, Supplier Facility / FOB departure dock, country of origin
· DDP, FPI Facility, Franklin, Kentucky / FOB FPI facility, Franklin, Kentucky
· Sourcing Policy

FPI Purchasing goal is to create a world-class supply base through proactive supplier development and management.
The Purchasing Department makes all sourcing decisions with the support of applicable functional groups (Sales, Engineering, Quality, and Manufacturing) as well as our parent company Aisan in Japan.
FPI Quality Management System development requirements:
· FPI requires our suppliers of automotive products and services to develop, implement, and improve a quality management system certified to ISO 9001, by a certifying body accredited by a member of the International Accreditation Forum (IAF) https://iaf.nu/en/accreditation-bodies/, with the ultimate objective of becoming certified to the Automotive QMS Standard IATF-16949. The following sequence should be applied to achieve this requirement:

· Compliance to ISO 9001/IATF-16949 through second-party audits by FPI.

· Certification to ISO 9001/IATF-16949 through third-party audits by IATF-16949 recognized certifying body. Recognized certifying bodies may be confirmed at IATF Customer Portal (iatf-customerportal.org)
· In order to ensure the continual provision of the highest quality goods to our OEM customers, direct material suppliers shall be selected based on the following criteria:

a) An assessment of the selected supplier’s risk to product conformity and uninterrupted supply of FPI’s product to our 
customers.
b) Relevant quality and delivery performance.
c) An evaluation of the supplier’s quality management system.

d) Internal multidisciplinary decision making.
e) An assessment of software development capabilities, if applicable.

f) Volume of automotive business (absolute and as a percentage of total business).
g) Financial stability.

h) Purchased product, material, or service complexity.

i) Required technology (product or process).
j) Adequacy of available resources (e.g., people, infrastructure) Design and development capabilities (including project management).
k) Manufacturing capability.

l) Change management process.

m) Business continuity planning (e.g., disaster preparedness, contingency planning).

n) Logistics processes.
o) Customer service.

p) Cost competitiveness.

q) Supplier performance history (quality, delivery, cost reduction participation, on-time PPAP submissions, first PPAP submission approvals, etc.
r) Competitiveness in piece price, sample price, tooling, productivity and cost reduction commitments, tooling and process preparation lead times, etc.
s) Supplier ability to manage their supply base and capability of managing technical issues, design, quality, delivery, program management, etc.
t) Supplier Certifications – IATF-16949, ISO 9001, A2LA, etc.

u) FPI Commodity, Minority and Women-Owned Sourcing Strategies.
IV. Design Review

Immediately after the official awarding of any new business, FPI may schedule a design review between the awarded supplier and FPI QA, Engineering, Design and Purchasing Departments to ensure that before any new tooling, jigs, fixtures, machines or processes are kicked off that consensus is arrived between FPI and the supplier in regard to specifications called out on the drawing for the awarded part.
If after production launch, an Engineering Change Instruction (ECI) is issued for the part, a follow-up design review may be scheduled between the supplier and FPI responsible personnel.

V. Purchase Orders

The FPI Terms and Conditions [Appendix B] supersede and cancel all prior communications between the parties except as specifically shown on the face of the purchase order.  None of the terms and conditions may be added to, modified, superseded or otherwise altered except by a written instrument signed by both parties.  By accepting an FPI purchase order, the supplier agrees to the terms and conditions set forth in [Appendix B], regardless of any terms & conditions of sale set forth by the supplier.
FPI Purchasing will issue Purchase Orders to Suppliers for components, materials, tooling and/or services. Please note that the “Ship To” and/or “Bill To” locations may be different on the Purchase Order.  Individual releases will be issued against the approved Purchase Order by FPI PC Department.
Changes to a previously issued Purchase Order are only authorized by an amendment to the initial order signed by both parties.  Any and all consequences (financial, timing, delivery, etc.) resulting from modifications not specified on an approved purchase order or purchase order amendment are the sole responsibility of the Supplier.

· Spot Buy Purchase Orders

FPI Purchasing will issue Spot Buy Purchase Orders to Suppliers for the one-time procurement of tools, equipment, components, materials, and/or services.
Typical information included on a Spot Buy Purchase Order are as follows:  Purchase order number – revision, Buyer name, description of item(s) or service(s) to be purchased, quantity, purchase price, delivery date, payment and delivery terms, drawing revision level (if applicable), PPAP submission level and date, etc.
· Blanket Purchase Orders

FPI Purchasing will issue Blanket Purchase Orders to Suppliers for the on-going procurement of production or service material requirements.
Typically, information included on a Blanket Purchase Order is as follows:  Purchase order number – revision, shipping instructions and FOB terms, payment terms, Buyer, description of item or service to be purchased, drawing number, contract quantity, purchase price, release quantities, etc.
· Releases

FPI Production Control will provide suppliers with periodic material releases against blanket purchase orders based upon a frequency negotiated with each supplier.  Releases will be sent to the Suppliers via facsimile or e-mail.  Releases will advise Suppliers of FPI commitments, FPI will only be responsible for specific release quantities.
For releases against blanket orders, FPI commitments are as follows unless otherwise agreed upon in writing on the purchase order, purchase order amendment, or as a mutually agreed upon exception to The FPI Supplier Quality Assurance Manual.

Weeks 1 – 3
Firm Fabrication Authorization

Weeks 4 – 6
Raw Material Authorization Only

It is the Supplier’s responsibility to contact the appropriate Production Control representative if an updated weekly release is not received.
Supplier acknowledgement of release quantity and due date must be provided in writing within one U.S. business day to the appropriate FPI Production Control representative.  Failure to acknowledge within three (3) business days constitutes late delivery. 
A buildout forecast will be sent to suppliers a minimum of 6 weeks prior to build out.  Any requirement beyond 6 weeks will not qualify for part, material or WIP obsolescence compensation.

Key Points:
1. It is the Supplier’s responsibility to track the Total Cumulative Quantity shipped (if applicable) and to advise the respective Production Control representative if there is a discrepancy.
2. Please notify the Commodity Buyer in writing if FPI needs to change the supplier contact name, phone number, fax number, e-mail address, etc. for the production releases or purchase orders.  (See approved form appendix K)
3. FPI may modify production release quantities to ship in Supplier’s standard pack quantities.  It is the Supplier’s responsibility to request in writing any modifications to the production release (standard pack, lead time, etc.)

4. Suppliers must contact the Production Control Department to make formal notification of any late or potentially late shipments as soon as the supplier realizes that the release date and / or quantity may not be kept. Any anticipated incomplete or late delivery should be communicated to the responsible FPI Production Control Planner using the FPI Short Shipment Notification Form (Appendix AA).  

5. Any expense, including premium freight shipping expenses, necessary to meet the required delivery date within the agreed upon lead time shall be the Supplier’s sole responsibility, except in a mutually agreed instance of Force Majeure.  The Supplier is responsible for all expenses necessary to meet the delivery date, including the cost differential between normal expenses and premium expenses.  In addition, the Supplier shall be liable for any cost or expense (consequential and incidental) that FPI incurs as a result of any late deliveries, including all costs or expenses resulting from disruptions to FPI or FPI Customer’s manufacturing operations (e.g. line shutdowns, overtime expenses, additional inspections, processing, handling, etc.)

6. Before assessing any chargebacks for late deliveries, FPI will consider if sufficient lead-time was provided.  It is FPI’s expectation that the Supplier can consistently meet a 20% increase in delivery demand.

· Purchase Order Acknowledgement

All Blanket Purchase Order releases are accompanied by a Supplier Acknowledgement Form that is to be returned to the designated PC Department Planner Buyer in an expeditious manner not to exceed one (1) business day from the issuance date of the Purchase Order.
VI. 
Invoicing

Supplier invoices must match the purchase order and packing slip / bill of lading in order to be approved for payment.  The following information must be included on all invoices:

· Purchase Order Number

· Part Number (if applicable)

· Description of Product or Service

· Quantity Shipped or Service Duration

· Price (unit price and extended price)

· Packing Slip Number

· Invoice Number & Date
· Release number (blanket orders only)
Failure to include this information exactly as indicated on the FPI purchase order may result in payment delays.
VII.  Production Preparation Process

FPI Purchasing monitors and manages selected suppliers from new product release through the start of production.  New product / process launch readiness measures are implemented to ensure that suppliers are able to produce in accordance with the requirements of the purchase order.

· Supplier Risk Assessment

FPI Purchasing will conduct Supplier Risk Assessments to determine which supplier’s products are to be identified as “selected suppliers” and will be tracked by FPI Purchasing. Criteria include but are not limited to:

· Product / process complexity

· Past product / process concerns

· Impact on final product

· Past warranty concerns

· New product / process for supplier

· New product / process for FPI

· Product environmental impact

· Supplier launch history

· New supplier / production location

· Component Review Meeting

Component Review Meetings are held with selected suppliers to identify key product/process characteristics that must be statistically monitored to ensure stability.

· Advanced Product Quality Planning

All direct material suppliers are required to produce advanced quality plans to support the development of new products and/or services, in accordance with the guidelines in the Advanced Product Quality Planning and Control Plan (APQP) manual published by the Automotive Industry Action Group (AIAG)

The Advanced Product Quality Planning process documents the progress of the supplier’s product quality plan.  FPI Purchasing and Quality Assurance Departments will audit the supplier’s documentation and manufacturing site, and monitor the supplier’s progress in closing any open issues.

· Production Trial Run

A Production Trial Run is performed to verify that a supplier’s actual production process is able to meet program volumes at an acceptable quality level.  The supplier’s process must be able to produce 120% of the quoted volume with production tools and equipment and in the quoted pattern(s). All suppliers are required to perform a Production Trial Run (Run at Rate or HVPT), prior to launch.  The Production Trial Run data results must be maintained by the supplier and made available at FPI’s request.

The three types of production trial runs are as follows:

· Low Volume Production Trial (LVPT)-A managed internal trial run at the supplier’s manufacturing facility used to:

1) Identify problems, develop and implement countermeasures at earlier stage possible

2) Confirm process capability, productivity and part quality to include possible impact of any ECI implementation activity

3) Verify readiness to successfully complete the HVPT requirement
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                                                                    Pre-Production vehicle builds (s-lot)
· Production Parts Approval Process (PPAP)- Production parts are manufactured at the production site using the production tooling, gaging, process, materials, operators, environment, and process settings, e.g., feeds/speeds/cycle times/pressures/temperatures.

Parts for production part approval must be taken from a significant production run.  This run would typically be from one hour to one shift’s production, with the specific production quantity to total >/= 1,000 parts minimum unless the customer has agreed upon some other quantity in writing.  Parts from each position of a multiple cavity die, mold, tool or pattern are to be measured and representative parts tested.

PPAP
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                                                                    Production vehicle builds (1A, 2A,  

                                                                                                        PT1, PT2 etc.)
· High Volume Production Trial (HVPT)- A limited production trial run at the supplier’s manufacturing facility simulating mass production conditions by using mass production tooling, equipment, manpower and material.  It should be the final confirmation of the process (es) following previous trials conducted independently at the supplier to confirm process capability.  FPI may attend the HVPT run for final PPAP approval.

HVPT
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                                                                          Line Fill, Ramp Up, SOP

· Launch Support

During any program launch at FPI, selected suppliers may be required to provide on-site representation.  The supplier’s launch support representative(s) must be knowledgeable, capable and empowered to make decisions.

· Process Preparation

FPI Purchasing, in conjunction with Aisan Engineering, will issue Process Preparation (2X) Drawings for North American localization components for production preparation.  A Request for Quotation and/or Variance Quotation Request will be issued to the supplier to firm-up quotations to new or revised drawings.
VIII. Quality Requirements
· General Quality System Requirements
All suppliers to the organization (FPI) must be certified to ISO 9001 or IATF-16949 unless approved by the FPI’s customer.

Suppliers are assessed as follows:  

· Suppliers with third party ISO 9001, IATF-16949, etc. registration are required to provide a copy of the certification.

· FPI will perform on-site audits as required.

· Quality Expectations
· FPI expects all products and services supplied will meet or exceed our expectations and that of our customers.  

· The Automotive Customers of FPI target defects at 0 PPM therefore, target supplier defect rates (PPM) are defined on an annual basis. 

· The supplier will submit all documentation and countermeasures by the required deadline.  If the supplier cannot meet a deadline, the supplier must contact the SQA Specialist who issued the request to submit and obtain a written extension. The supplier is expected to provide updates on the extension timing, if a response is not received or an extension not obtained before the due date of the countermeasure response, another RCAR may be written.
· Advanced Quality Planning

All production suppliers (components, materials, tooling, etc.) must utilize Advanced Product Quality Planning (APQP) methods. Suppliers are required to participate in the early planning to provide their expertise. Upon request, suppliers may be asked to attend the organization’s planning stage meetings and allow the FPI associates to attend the Supplier’s APQP meetings. Suppliers are required to provide APQP timing charts to monitor their progress.
· Prototype/ Process Preparation Parts

All Suppliers responsible for prototype/process preparation parts are required to complete the following items and have the supporting documentation available for review.  The documentation must be retained for 1 year after Start of Production.

· Design Record / Drawing - Any deviations require FPI’s approval. If the design record/drawing is not available for parts submission, a SRDW (Appendix C) is required.

· Inspection Results and/or Test Device - A complete characteristic inspection shall be conducted on a minimum of 5 parts per shipment or 5 parts per prototype production run unless otherwise specified by the Organization QA Section.  Special or important characteristics are to be verified on all parts to ensure conformance to the design records / drawings.  If the design record/drawing does not designate special or important dimensions, FPI Quality will identify a minimum of 3 Key Product Characteristics during the initial review. No pre-production sample may be shipped to FPI without sample data included in the shipment container, and the container marked “Sample Data Included” attention to the responsible FPI Supplier Quality Assurance associate.
· Material Certification – A material certification is a document from the material producer specifying the manufacturing location, lot number, product name, test dates, test data and specification requirements.  Certifications must state compliance with any additional specifications that is called out on the drawing (i.e. ASTM, TSE, etc.). Certifications must not be over (3) months old.
· Manufacturing Lot Numbers - Parts must have manufacturing lot numbers that are traceable to the test / inspection results. Lot numbers are to be in sequence throughout the prototype phase.  Design records/drawings, test results, and supplementary inspection results must have the lot numbers clearly indicated.  Lot numbers are required unless otherwise specified by the organization’s Quality Engineer.

· Production Material and Process – Suppliers are required to submit a Production Part Approval Process (PPAP) as soon as parts are being produced off production tooling utilizing the production process. PPAP packages should be submitted to the responsible FPI Quality Assurance associate.
· Material Tags - Each box/tote must be identified with the part number, lot number and revision number. Multiple lines or machinery used in assembly must be identified by the supplier and approved by the organization. The Supplier Quality Contact may waive the material tag requirements.
· Run at Rate
A Run at Rate is required for each PPAP submission to prove capability, (i.e. acceptable parts per hour off production tooling and utilizing production processes and personnel). The organization’s representatives may be present during the Run at Rate.  
· PPAP Submissions

PPAP submissions are considered a cost of doing business. The cost should be amortized into the life of the program and not billed separately. FPI standard policy does not allow payment for PPAP documentation, PPAP sample parts, set up fees, etc.

PPAP sample submissions must follow the AIAG Production Part Approval Process (PPAP) Manual.   It is the sole responsibility of the supplier to submit a PPAP that complies with the AIAG PPAP Manual, FPI’s and our Customers specific requirements.  The FPI QA section will review the PPAP for detailed accuracy.  
All PPAP packages for submission to FPI shall confirm to the following criteria:

· PPAP package shall be submitted to FPI Supplier Quality Assurance associate

· PPAP shall be in a report binder

· Each submission must include an Inspection Standard (Appendix Z)
· PPAP will contain 5 samples from each cavity with sample data

· PPAP sample parts shall correspond with the data on the Sample Data Sheet

· FPI Supplier Review Checklist will be used as the contents page

· FPI requires a level 3 PPAP package as defined in the most current AIAG PPAP Manual for new components

· Each item 1-12 on the checklist shall be included in the PPAP package (If the item is N/A then there will be a page denoted “N/A” in the package
PPAP judgment will be based upon three categories.  Category (1) will be zero non-conformances, category (2) will be minor non-conformances and category (3) will be a major nonconformance.  Category definitions are as follows, (Category 1) Zero non-conformances means the PPAP was approved at the first submission, (Category 2) Minor nonconformance is an omission of a document, typing errors, wrong document revision etc. the PPAP will not be rejected, however FPI QA will contact the supplier with the nonconformance details and the supplier must make the corrections and resubmit within 5 business days.  (Category 3) will be a major nonconformance, which is data that does not meet the drawing requirements, un-approved (DCR) drawing change request, PFMEA material that does not match the drawing. 

The major nonconformance will be rejected and the PPAP, along with rejection details, returned to the supplier.  The FPI QA member will contact the supplier to negotiate correction timing and re-submission.  If the supplier re-submits and a nonconformance is found, then the FPI QA section will issue a RCAR to the supplier and all costs associated with the RCAR issuance will be charged to the supplier.

PPAP requirements of pass-thru parts shall be the same as regular production component parts.  It is the Tier 1 supplier responsibility to manage the Tier 2 requirements; and ensure that FPI requirements are met.  The Tier 1 must submit PPAP to their respective activity. 

Regular production shipments shall be shipped only after the Supplier has received written approval from FPI.  

The Supplier shall obtain prior written approval from FPI for any and all exceptions or deviations.  All deviation requests are to be submitted on a Supplier Request for Deviation Waiver (SRDW) [Appendix C] to the appropriate organization Supplier Quality Engineer. 

It is the supplier’s responsibility to ensure that parts meet all drawing and material requirements prior to submission. Samples found to be dimensionally incorrect or with improper or incomplete documentation, shall be rejected unless a SRDW [Appendix C] has been approved. Suppliers are responsible for subcontracted material and services.

PPAP Level Requirements 


             Level 1  -  Submit a Part Submission Warrant (PSW) only.


Level 2  -  Submit a PSW and supporting data as determined by FPI.

Level 3 - All PPAP requirements submission.


Level 4 - Same as Level 3 except omit sample parts.


Level 5 - Same as Level 3 except PPAP review is at supplier location.

· Part Submission Warrant (PSW) – The PSW must be submitted for each trial stage shipment.  FPI will use these documents to monitor the supplier’s process preparation activities and PPAP approvals.  Trial stage shipments do not need FPI approval unless the submission is for PPAP.

· Inspection Standard (Appendix Z) – Approved Inspection Standard (Production) is required before first shipment of off-tool/off-process part.

Draft Inspection standard is required prior to sending any sample / prototype parts.  (I/S will cover the special activity of Safe Launch activity for each sample shipment from Prototype stage to Line Fill timing)

The Inspection Standard cannot conflict with the drawing specification, but is intended to clarify and enhance quality assurance related requirements. A draft sample data sheet & ballooned drawing will accompany the inspection standard and correspond to the way the inspection standard lays out the part.
The inspection standard, at a minimum, must define the following items:

a. Datum Structure if noted on print

b. Dimension and Tolerance

c. Appearance

d. Performance

e. Function

f. Weight

g. Color if noted on print

h. Identification Method / Label

i. Material

j. Special Inspection Items   

Note:  All special characteristic items listed on the drawing must be included on the Inspection Standard.

The Inspection Standard must include a sketch or drawing cutout clearly showing part details.  Sketch or drawing cutout must be ballooned to reference key inspection data.

· Sample Product - Parts must be numbered to correspond with the sample data sheets, unless otherwise approved by FPI.  Single / multiple cavity/tool, n=5.  

· Inspection Results / Dimensional Data - 100% of dimensions and notes on the print with ballooned drawing.  Single cavity/tool, n=5.  Multiple cavity/tool, n=5 per cavity/tool.

· Balloon Drawing – Must be legibly printed on 11” x 17” paper and numbered to match the dimensional data.

· Material Certifications – The supplier shall produce parts with the material specified on the drawing. The supplier must submit material certification from the material producer specifying the manufacturing location, lot number, product name, test dates, and test data.  Certification must state compliance and represent the material used and testing specifications that are called out on the drawing. (ASTM, TSE, etc.)  You must also submit certification or test data for any secondary processes such as plating, electro-coating, annealing, etc. (i.e. ASTM, TSE, etc.). 

A Technical Standard Request Form [See Appendix H] shall be submitted if the supplier does not have access to, or needs the latest revision of applicable technical standards or manuals. (TSE, TSM, TSB, AST, etc.)

Material Certification must not be over (3) months old.
· Process Flow Diagram – The Process Flow must clearly show the production process steps and sequence.  The steps of the process flow must match the steps of the Control Plan and PFMEA.
· Control Plan –The supplier is required to control all-important characteristics denoted on the drawing.  The control plan shall also include all special characteristic symbols associated with applicable control items. 
At a minimum, the sample size and frequency of important characteristics shall be one of the following: 

1) n=5 per cavity/tool for each lot 

2) First/last piece inspection (n=1 per cavity/tool for each lot at the beginning and end of shift or run)

   Instances where there is 100% guarantee at assembly for detection of      

   non-conforming parts, the organization may, at its discretion, give    

   suppliers approval to omit regular inspection of important characteristics.  
Approval must be in writing, using the Supplier Request for 
Deviation/Waiver (SRDW). [Appendix C]
· Control of Designated Important Parts - Special control, which is clearly different from the control of general parts, is required for Aisan designated safety-related parts and other important parts in order to thoroughly assure the quality.
[image: image2.emf]
· PFMEA - Suppliers are required to use the AIAG supplemental manual “Potential Failure Mode and Effects Analysis” as a reference for proper methods and procedures for conducting PFMEA. 

The four highest Risk Priority Number (RPN’s) must be countermeasured to reduce risk, with at least 2 highest RPN’s per year updated at Annual Validation.  As countermeasures are implemented, the PFMEA must be reviewed and updated to show the risk reduction.

The supplier shall re-submit PFMEA’s when they have been revised to reflect process changes due to the following:  pilot production evaluations, ECI, PCR, specification changes, or countermeasure implementation due to internal problems or issuance of an Improvement Report (RCAR).  [See Appendix I] 

Note:  The Process Flow Diagram, Control Plan and PFMEA processes should match, unless the “family approach” is utilized for similar parts or processes.  Potential failures for every process listed must be included in the PFMEA.

· Gage R&R Studies – Studies should be submitted for each instrument listed on the control plan.  Any study with a gage R&R value over 10% must be accompanied with a SRDW for approval.  If a gage or fixture is developed to determine conformity of parts, the calibration results must be submitted upon request.
· IMDS Entry Data - All Suppliers to the Automotive Industry are required to ensure compliance to the environmental policies of our Customers, International Standards, Legal Regulations, and the Law in other countries in which we operate. As such, we are prohibited from purchasing or supplying products that contain specific chemical substances. The supplier must provide detailed material information for all sub-components and materials used in the products shipped to FPI. This information must be entered into the IMDS system and submitted to FPI via the IMDS website and verified with FPI during the PPAP on the PSW.  FPI’s IMDS # is 31395.
· FPI Supplier Quality Assurance Contact Sheet – Suppliers are required to list contacts for key personnel.  A 24-hour contact must be included. Suppliers must update and resubmit to FPI when any contact information changes.  [See Appendix D]

· Process Capability Study – Capability Studies for each special characteristic item denoted on the drawing must be submitted.  If the drawing does not designate special or important dimensions use the Key Product Characteristics that were defined during the Component Review Meeting. Exceptions will be considered upon request by supplier and must be approved by the organization.  Requirements are as follows:
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Note A The above table shows the standard frequency of sampling in mass production management. The number of samples is n=1 excluding 100% inspection. As for the frequency of
sampling during nitial production period, the number of samples is n=2. The control frequency would be increased taking the difficulty level of the inspection into consideration

Note B: In-process inspection is difficult to conduct” means the situation where inspection cannot be conducted in a machining or assembling process to be checked, instead,
measurement is performed ofine or other department performs the measurement upon request.

Note C: "Regular inspection” in the control requency field requires determining the time interval or the number of parts (e.g. n=1/2h, n=1/50 pieces) at which inspections are conducted,
in addition to the inspection of the first and the last products. The frequency is set so that a defective part is not shipped outside.

Note D: In case of the same quality characteristic, process and equipment, sampling inspection may be conducted on representative part No.

Note E: As for characteristics (casting, plastic molding, etc.) judged to have small variation in products in a lot, the first and the last products in a shift and the parts immediately before
and after setups are checked per cavity when the die has several caviies

Note F- When there is a setup, inspection of the parts immediately before and after the setup is added to the sampling to be conducted per shift

<Special cases>
*1: Even in the case of 'rejected”, the production s allowed on a temporary basis through consultation among related departments (Manufacturing Engineering, Quality Control, Quality
Assurance) after an improvement plan is drawn up, measures against outflow is devised and approval of the manager of QC Dept. is obtained.

*2: The process will be controlled using a 10% tolerance reduction, checked twiice per shift and recorded on Quality Check Sheet. However, if the characteristic cannot be reduced 10%
and is variable data, it should be documented on a control chart. Where the characteristic is A attribute inspection, B dificult to measure, or C: no altemate characteristic can be used
to monitor capability, the characteristic should be checked at least once per year outside of the production process

*3: When there is back-up data verifying that characteristics. such as weld strength, are guaranteed by controlling variables (including width, position o height of welds). such variables
can be used as ahtemative characteristics. (The use of gages is allowed )




· Supply Chain Management
The supplier must also provide, at a minimum, the following information for all sub-components and materials on the Supply Chain Management [Appendix P]. 

· Sub-Supplier Name(s)

· Sub-Component Part Number(s)

· List of all Materials used to manufacture the product

· Most Current Material Specification(s)

· Copy of Most Current OEM Specification or Statement of Requirements (SOR)

· Name of Accredited Test Laboratory

· Copy of the Test Laboratory Scope and Accreditation Material Testing and Laboratory Data performed by an Accredited Test Laboratory 
· Supplier Process Check before SOP

FPI may perform an On-site Process Check prior to full PPAP approval.  

If the Supplier is not prepared or additional visits are required to approve the PPAP, the Supplier will be issued an Improvement Report (RCAR) [Appendix I] and be responsible for all costs associated with additional visits (time, travel expenses, etc.).

If the Supplier lacks the facilities and certification required to perform dimensional inspection, laboratory analysis and testing, the supplier assumes the responsibility to subcontract to a certified 3rd party and to respect program timing. 

· Other customer-specific requirements as applicable.
· After start of production requirements

· The supplier, upon request, must send by email, to their respective FPI quality contact, the data that supports the lot of parts shipped.  This is not a certificate of compliance, it is actual inspection data derived from the control plan and internal inspection standards at the supplier process.  
· Suppliers may be requested at a minimum to submit dimensional layout, functional tests and statistical process control data (SPC) on all internal and drawing special or important characteristics. (see pg. 23 for important characteristic definitions) If the design record/drawing does not designate special or important characteristics, use the Key Product Characteristics that were identified during the component review meeting.
· Supplier is required to maintain quality data for 10 years + current year.

· Suppliers must submit material certifications to FPI upon request for every part supplied to FPI.  The request may be made per FPI Customer requirements, trial build submissions, defective raw material investigation, PPAP or annual validation.
· Product/Process/Manufacturing Location/Sub-Contractor Changes

The Supplier must notify the organization of any changes to the approved PPAP and submit updated copies.  If the proposed change meets the criteria for issuing a Process Change or sub-supplier change, the supplier must receive PPAP approval from the organization prior to implementation.  If the change does not meet process change request (PCR) or sub-supplier change issuance criteria, the supplier shall issue only the revised Control Plan to the SQE for review and approval.

A PCR is required for, but not limited to, the following situations: 

· Addition or replacements of tooling or machines for mass production.

· Manufacturing location changes within a plant or to a new location. (Unless emergency circumstances exist, FPI will not approve a PCR for sub-contracting manufacturing to another company.)
· Major Production Change – Additional shift, Tool Damage, Reduction of tooling which would cause quality or delivery issues, Major interruptions in Production, etc.

· Mass Production Engineering Change Instructions (ECI).

· Change in approved production process, tooling, and/or layout (e.g. change in process flow, inspection and testing, or inspection and testing equipment).

· Sub-supplier source changes.  This includes the sourcing of an additional sub-supplier.

· Changes in sub-supplier approved production process tooling and /or layout.

· Dimensions specified on the drawing.

· Tolerances specified on the drawing (design tolerance).  A Drawing Change Request (See Appendix M) may be needed.

· Material (including those not originally specified on the drawing or stock over six (6) months old).

· Performance testing procedures or requirements.
The Supplier shall complete and submit a Process Change Request [Appendix N] to their FPI QA and Purchasing contacts for approval in a time frame, which will allow us to supply required documentation to customer.  FPI customer/end user requires three-month notice before scheduled implementation. Therefore, it is expected that our suppliers submit a PCR request to FPI a minimum of 120 days before scheduled implementation.
For plant or sub-supplier changes, the supplier must first submit a Sub-Supplier/Plant Location Change Request form. [Appendix O] The approved form must then be attached to a PCR and submitted to the SQE.

Approval of the PCR plan does not constitute authorization for the supplier to implement the requested changes.  This is plan approval only.  The approved PCR plan approval will define the steps needed for the supplier to obtain final approval.  In no case shall the supplier change the process prior to approval from FPI. The supplier must attach a Special Shipment Notification [Appendix W] to the first shipment of PCR parts.
· Suspect and Non-Conformance Issues

If product is in transit to FPI and the supplier discovers a possible nonconformance, it is the supplier’s responsibility to contact their respective QA contact with the carrier, estimated time of arrival, quantity, lot dates, and any other information that will guarantee the ability to intercept the parts at FPI.  FPI QA will champion the necessary activity needed to quarantine the product until disposition can be made.  An Improvement Report (RCAR) will not be issued to the supplier, nor will this incident be charged against supplier performance.  FPI considers this a proactive approach from the supplier; to ensure that suspect parts do not invade the FPI production process.

If non-conforming product is found within FPI inventory or production lines, an Improvement Report (RCAR) will be issued.
· 1 failure = Supplier sorts at FPI and in-house until clean point is reached at FPI, then supplier continues sort in-house until C/M is submitted and approved by FPI, plus 3 subsequent shipments.
· 3 failure in 1 year = Level 2 containment (3rd party at FPI) until clean shipments have been received by FPI. (FPI reserves the right to extend the Level 2 containment period due to re-occurring defects).
The supplier is encouraged to send qualified personnel or employ the services of an independent sorting company that is pre-approved by FPI Quality Assurance Department to contain and sort product upon discovery of a defect.  FPI reserves the right to employ the services of an independent sorting company at the supplier’s expense to keep the production lines moving.  
             The Supplier is required to meet the following requirements:

Within 3 hrs. of receipt of Notification -- must start containment actions (At the Supplier’s facility and at the organization’s facility) and submit a written containment plan.
Within 24 hrs. of receipt of RCAR – must submit a written containment plan.
· Number of parts sorted and number of defects identified

· Amount of suspect product in transit

· An estimate of the clean date to FPI

· Written rework / sort instructions

Within seven (7) business days of receipt of RCAR the RCAR should be completed and returned with:

· Root Cause or Root Cause Determination Plan

· Permanent Corrective Action Plan with estimated completion dates

· Containment plan that will stay in place until all C/M activity is completed and approved by FPI. (FPI reserves the right to verify C/M activity on site at the supplier’s facility.

If a non-conforming issue is open past the seven (7) business days, supplier must request an extension to the RCAR initiator.  The RCAR initiator will review and make disposition.

FPI shall review and approve closure of the RCAR. FPI reserves the right to require that additional controls be implemented and/or additional documentation is provided to resolve supplier quality issues. 
The disposition or return of defective / suspect inventory will be handled by the responsible FPI Production Control Planner on a case by case basis and a debit will be applied to the next payment to the supplier.

· Shipping Countermeasure Product
Countermeasured product must be identified clearly on the outside of the container or skid by using the Special Shipment Notification [Appendix W]; this will be the visual tool for FPI receiving.  The supplier must also e-mail the Special Shipment Notification to their respective SQE (Supplier Quality Engineer).  If a supplier has reached the management review status, then the supplier must be present when the product will be used in the FPI production process.  This applies only to the component part that caused the management review status.

· Supplier Request for Deviation Request Waiver (SRDW)

In the event a Supplier is unable to meet the quality, delivery, specification, drawing, etc. the Supplier may request a deviation.  The Supplier Request for Deviation Waiver (SRDW) Form [Appendix C] must be completed and submitted to the Supplier Quality Contact.  The Supplier Quality Contact will communicate the request throughout the organization and facilitate the disposition of the SRDW (approved or rejected).
· Controlled Shipping Containment

For suppliers with chronic or repetitive quality and delivery issues, the organization reserves the right to impose additional containment measures at the Supplier’s expense to ensure conforming product is received.  These additional controlled containment measures will be defined per a controlled shipping containment letter to the supplier.

These additional controlled containment measures are intended to be interim steps to ensure conforming product is shipped to the organization. Permanent actions to prevent recurrence must be implemented in conjunction with these containment programs. Once permanent actions are implemented, verified and validated, the RCAR will be closed.

· Warranty

The supplier is responsible for warranty claims and associated costs (internal, external, consequential, etc.) if the claim is traceable to supplied parts failing to meet the specification. FPI and Supplier will determine together in good faith the extent of supplier’s financial responsibility on a case-by-case basis.
IX. Packaging, Product Labeling and Shipping Documentation
· Prototype, Process Preparation, PPAP, Early Production Containment, and Engineering Samples

All prototype, pre-production, PPAP, Early Production Containment, Engineering Sample parts must be labeled with the FPI Special Shipment Notification [Appendix W].
The following information must be included on the standard AIAG approved bar code label for all components shipped to the FPI facility:
· FPI Part Number

· FPI Revision Level (if applicable)

· Part Description

· Quantity in Box

· Supplier Manufacturing Date

· Supplier Name

· Purchase Order Number

· Program Name

· Unique Serial Number that can be traced to the manufacturing date code

· Production Requirements 

All products must be labeled in accordance with the latest AIAG labeling requirements (B-10 for North America). The following information must be included on the AIAG approved bar code label for all production components shipped to the FPI manufacturing facility:

· FPI Part Number

· FPI Revision Level (if applicable)

· Part Description

· Quantity in Box

· Supplier Manufacturing Date

· Supplier Name

· Purchase Order Number

· Unique Serial Number that can be traced to the manufacturing date code.

Packaged (excluding raw materials) products in no instance shall weigh more than 35 LB / 16 KG.

Any deviations requested from the standard AIAG bar code labels specified above, must be approved by the respective FPI Materials / PC Department on the FPI Supplier Request for Deviation Waiver form (SRDW) [Appendix C] prior to shipment.
· Shipping Documentation for All Shipments

Each shipment is to be accompanied by a packing list / bill of lading that clearly identifies the following data:

· Supplier Name

· Date of Shipment

· Packing Slip Number

· Purchase Order Number

· Release Number(s) (if applicable)

· Shipping Location

· FPI Part Number

· Part Description as stated on the Purchase Order

· Unit of Measure

· Quantity Shipped

· Lot Traceability

For lot traceability, FPI requires that the Supplier establish and maintain procedures for identifying the production lots from receipt of raw material through shipment of final product.

The Supplier’s lot traceability system must permit isolation of suspect product and report production and quality data based upon a unique bar code label serial number on each container.  

FPI expects the Supplier to provide lot traceability data within 24 hours based on the AIAG serial number.  The Supplier must be able to identify all other serial numbers in the same suspect production lot.

· Packaging

At the initial quotation for new business, suppliers are expected to submit quotations based upon the use of expendable packaging.

The Supplier is responsible for submitting detailed expendable and returnable packaging proposals on the FPI Packaging and Proposal form [Appendix J] or an equivalent form to the Program Buyer within 30 days of new business award.  The Program Team and/or the FPI Manufacturing Facility will review the packaging proposals and determine if expendable or returnable packaging will be used.  FPI will either procure directly or reimburse supplier for returnable packaging selected to support the program.
FPI may request the Supplier use the standard returnable containers used in the FPI manufacturing facility to meet optimal production layout per FPI Returnable Container Reference [Appendix R].
Unless otherwise notified in writing by FPI Purchasing, the Supplier is responsible for maintaining and cleaning all returnable containers.  The Supplier is responsible for replacing supplier lost or damaged packaging at the Supplier’s cost.   The Supplier is responsible to have an alternative expendable packaging available to cover demand in the event of shortage, loss, damage, etc.  If returnable containers are not being returned in a timely manner, please notify the appropriate PC contact.  FPI will not provide returnable packaging to be used for supplier work in process.
X. Annual Purchasing Review (APR) 

The Annual Purchasing Review (APR) describes FPI’s expectations of our suppliers for the coming year.   
The APR is comprised of three parts:

· Annual forecast for each component, material or assembly purchased from the supplier. 
· Pricing Review
· Individual expectations for the supplier’s next year quality performance, delivery performance and cost reduction.
The APR process [Appendix S] is designed to offer the Supplier a formalized procedure to provide cost reductions to FPI as well as identify individual VE/VA improvement projects that have the potential to improve cost performance. 
Suppliers are required to submit an annual price review (APR) proposal representing a minimum of a 3% reduction in cost relative to the Supplier’s total calendar year sales to FPI.  Note:  Additional supplier targets may increase yearly due to APR performance and forecasted new business growth.
Once a supplier has achieved the minimum annual cost reduction target, FPI will split 
the proceeds 50/50 of any additional approved VE/VA cost reduction proposals.

· Program Description

Each APR package contains:

· Cover letter
Designed to initiate the APR process and assist the supplier with a past year overview as well as expectations for the upcoming year.

· APR Submission Sheet 
The FPI Annual Pricing and Capacity Review Form [Appendix S]  is completed by your FPI Commodity Buyer and explains the annual forecast for each component, material or assembly purchased from the supplier, as well as targets for quality performance, on time delivery and cost reduction.
· VE-VA / Design Change Proposal Sheet
The Drawing Change Request Sheet [Appendix M] allows each supplier a formal mechanism by which the supplier may officially request drawing changes that may reduce cost, while maintaining the carmakers’ requirements for safety and quality.  All submitted requests will be reviewed internally at FPI and if accepted internally, presented to Aisan for final evaluation and approval.  
FPI is dedicated to assisting its Suppliers’ cost reduction efforts as well as achieving their individual expected tasks with internal resources trained in conducting cost improvement programs such as VA/VE and Kaizen workshops.  If you are interested in this type of support, please contact your Commodity Buyer.  Additional training opportunities exist at FPI for supplier associates.  Please ask your commodity buyer for more detail.
· Submission Policy and Procedures

Each APR proposal must be submitted on the official Annual Pricing and Target Review Form and FPI Plant Targets Form [Appendix S, sheet 4] in order to be considered.  

All APR proposals should be submitted electronically (by email) to the FPI Purchasing Department.  Upon receipt, each proposal will be evaluated for technical and commercial feasibility. After this evaluation, you will be notified in writing of the status of the proposal.
XI. Annual Capacity Confirmation
On an annual basis, FPI Purchasing will confirm capacity with each supplier 

                     for each component, raw material and assembly sold to FPI.  FPI Capacity

                     Investigation Sheet – [Appendix Y]
                     Due diligence in regard to FPI forecast accuracy, short and mid-term 

                     visibility and suppliers’ monitoring and managing well their capacity for

                     every process is paramount.

                     In some instances, if a component, material or assembly is applied to 

                     additional vehicle applications and the overall demand exceeds the 
                     originally quoted demand from the original tooling, suppliers may request
                     modified or new tooling to accommodate the new requirements.
XII. Supplier Performance / Scorecard Process
FPI utilizes a secondary process to monitor and assess supplier performance.  This system uses quality, delivery and cost reduction data to calculate an overall performance rating for pre-production, mass production and service business.  The rating is then factored into future sourcing decisions.
· Criteria

      The following criteria will be used for rating suppliers:
Quality Defect Ratio (PPM) – The number of parts supplied by a Supplier that do not conform to FPI’s specifications, divided by the number of parts shipped to FPI, multiplied by 1,000,000.  For parts rejected at the OEM customer’s manufacturing facility or in the field (warranty), the number of parts rejected is weighted by a factor of 10.

On-Time Delivery, Customer Production Interruptions & Instances of Premium Freight – On-Time Delivery is defined as a shipment of the correct product and quantity delivered to the specified location (typically the FPI facility) on the day indicated on the production release schedules or one day early. 
· 100 % on-time 

· 0 days late/ 1 day early from acknowledged due date

Cost Reduction – Each supplier must meet a target of 3% as described in Annual Price Review (APR) section.  FPI reserves the right to adjust the APR target based on business requirements.

Monthly supplier performance reports [Appendix T] are sent to suppliers via mail reporting quality and delivery performance for the given month.  Contact your Commodity Buyer with any questions. 

XIII. Miscellaneous

· Supplier responsibility for Production Loss, Forced Change Production Schedule and RCAR

If FPI incurs any cost due to a supplier delinquency or deficiency (quality, delivery, delivery documentation, product labeling, customs compliance, PPAP, forced schedule change, warranty, use of unapproved material/components/process etc…), the Supplier may be charged for a standard administration fee as well as all costs (sort, rework, downtime, testing etc.) associated with the delinquency or deficiency.  These costs will be summarized on the Supplier Loss Recovery (SLR) form (Appendix AB) and submitted to the supplier along with the RCAR and charged back to the supplier at a later stage via an FPI Debit Memo. Note: Defective product inventory will not be accounted for through the SLR process, but through a debit memo process managed by the FPI Production Control Department.
The standard chargeback costs will be as follows:

· $500 maximum per manufacturing line/cell per hour downtime

· $25 per employee (direct and indirect) per hour of line or assembly downtime, rework, sorting, etc.  Fee may not be charged if line downtime fees apply and idled workers were used to sort parts.
· $500 administration fee for each RCAR.

· $500 additional administrative fee will be charged for corrective action plans submitted past the corrective action due date.
**Note fee may be waived in consideration of the severity of the defect, the magnitude of the defect, and the timeliness in which supplier responds to FPI’s notification with concrete containment and corrective action plans. 

The Supplier may also be held liable for any and all other charges associated with any production loss.  These charges could include, but are not limited to, raw material, sorting, scrap, material expediting, import cost such as customs broker fees, all customs fees, all customs duties and fees as applicable, material handling, FPI overtime, OEM downtime and/or overtime, etc.  
The Supplier will have 7 business days to review and challenge the chargeback in writing from the date the SLR form is signed and issued.  The written challenge must be submitted to the appropriate Program Buyer and remediation will be addressed by an executive committee consisting of FPI Purchasing and Quality Assurance Departmental Management.  If the Supplier does not respond within 10 business days, FPI considers that the Supplier has accepted the debit of reported charges.  

· Service Parts

Suppliers are expected to support FPI’s service requirements for 15 years after program build out.  Suppliers shall provide service parts at the final production prices for a minimum of three (3) years after program build out. After three years, the supplier may charge a maximum of 15% over the last production price paid.  In no instances will FPI pay a “lot charge” or special “setup charge” for past life service parts.  This requirement will be a condition of any new business awards from July 2, 2012.
Suppliers are required to maintain and store old production tooling and components and maintain adequate insurance to protect against loss or damage. Tools must be identified as owned by FPI or the OEM customer.  Suppliers are required to provide annual validation documentation for past model service parts upon request.
· Obsolescence Policy

FPI requires its Suppliers to submit an Obsolescence Request Form [Appendix U] for approval of obsolete components or materials.  The form must be submitted to the responsible FPI PC Department Planner for approval.  FPI will only reimburse a supplier for components and raw materials that have a valid production release authorization from FPI for a specific quantity.  The supplier is required to provide copies of the production releases and any other relevant documentation with the Obsolescence Request Form within 30 business days of the FPI purchase order final release delivery date.  The supplier is not authorized to dispose of the material unless notified in writing by FPI.

FPI reserves the right to review all obsolete components and materials prior to disposition.  If the components or materials are not available for review, FPI is absolved of all responsibility for payment. The supplier is required to dispose of the obsolete components or material according to instructions provided on the approved Obsolescence Request Form. A copy of the approved form should be retained for future reference.

Suppliers agree to pursue every avenue possible in regard to rationalizing obsolete raw materials by requesting a return to stock or utilizing for another component part application before scrapping.  FPI will deduct any raw material scrap credit received by the supplier prior to making final payment against any approved obsolescence claim.

The supplier should provide “not to exceed” costs for any potential obsolescence claims with all Quotations to the responsible Production Control Planner.  All claims must be submitted within 30 days after the change is approved, implemented, or the program builds out or FPI will not accept responsibility for the claim.

· Tooling Management Policy

Tools (injection molds, stamping dies, assembly tools, jigs, fixtures, secondary equipment etc.) for component parts purchased by FPI shall be identified as the property of FPI or FPI’s customer. Instructions will be given at the time of the order as to how the tool should be identified. The tools may not be used to support other customers without prior written agreement from FPI Purchasing.  Suppliers are responsible for maintenance of the tooling to maintain production of quality parts at their expense up until the point that the original quoted tooling life has been met.  FPI or FPI’s customer will accept responsibility for tooling overhauls or replacement only when the original quoted tooling life has been met in the production of good parts.  Suppliers will track number of cycles produced by the tooling and alert FPI Purchasing when tooling is at 80% of original quoted tooling life.  Suppliers agree to maintain preventive maintenance documents demonstrating proper maintenance for the life of the tool. FPI will not accept financial responsibility for tooling replacement parts the supplier chooses to purchase without prior written consent.
Failure by suppliers to give adequate notice of pending tooling shot count warranty expiration may not be used as justification by any supplier to compel FPI to accept responsibility for flow out of any defective good.

To request tooling replacement or rebuild/refurbishment, supplier should use the FPI Supplier Tooling Replacement or Refurbishment Form (Appendix AC).
· Minority and Women-Owned Sourcing Policy

FPI targets purchasing at least 5% of our total domestic purchases from National Minority Supplier Development Council (NMSDC) certified minority business enterprises.  Additionally, FPI targets purchasing at least 2% of our total domestic purchases from Women Business Enterprise National Council (WBENC) certified Women Owned Businesses.   If your company is an NMSDC or WBENC certified business, please notify your Commodity Buyer in writing and provide a copy of the NMSDC or WBENC certifications.  
· Customs-USMCA Documentation

FPI requires its suppliers to provide all information necessary for FPI to comply with all applicable laws, regulations and related legal reporting obligations in the countries of destination.  The supplier must provide all documentation and/or electronic transaction records to allow FPI to meet Customs-related obligations, any local content/origin requirements, and to obtain all Tariff and Trade program duty avoidance(s) and/or refund benefits.

The supplier shall assume, and indemnify FPI against any and all financial responsibility arising from the supplier's failure to comply with these requirements and/or to supply FPI with the information required to meet legal reporting obligations, including, without limitation, any fines, penalties, forfeitures, or counsel fees incurred or imposed as a result of actions taken by the importing country's government.

A valid USMCA Certificate of Origin [Appendix V] must be supplied on an annual basis for every production and service component (tooling and equipment as required) shipped within the USMCA territory. An updated USMCA Certificate of Origin, valid for the following calendar year, must be provided no later than December 31stof each calendar year. A USMCA Certificate of Origin covering the current calendar year must be provided one month prior to shipment for all new components or materials added during the calendar year.

Please send original copies of all USMCA Certificates of Origin to the FPI Purchasing Analyst.
· Conflict Minerals Program
Pursuant to the Dodd-Frank Financial Wall Street Reform and Consumer Protection Act, all FPI customers are required to officially disclose their usage of conflict minerals if those minerals are “necessary to the functionality or production of a product” manufactured by their companies. Under the Act, those minerals include tantalum, tin, gold or tungsten.
The U.S. Congress enacted Section 1502 of the Act because of concerns that the exploitation and trade of conflict minerals by armed groups is helping to finance conflict in the Democratic Republic of The Congo and surrounding countries and is contributing to an emergency humanitarian crisis.
As a tier one supplier to several noted international auto makers, FPI is legally required to report content of tantalum, tin, gold and tungsten and the origin country of said minerals.  Likewise, FPI is required to make plans to our supply base to transition from minerals extracted from the conflict mineral zone to smelters that are compliant with the Conflict-Free Smelter Program assessment protocols.
FPI has chosen to use the iPoint online reporting system to report all usage of tantalum, tin, gold and tungsten and the country of origin of each mineral.
FPI suppliers are encouraged to make annual reporting by using the iPoint online reporting system, although the usage isn’t mandatory.  FPI does require, however, that each supplier make an annual report of content in their respective components, materials and assemblies.  Reporting is mandatory for each direct supplier, even for suppliers with goods that do not include any metal content.
Please coordinate all conflict minerals submissions with the FPI Purchasing Analyst.
· Risk Management
As supply chains become more global, they are at greater risk for disruptions.  Natural disasters such as the 2011 Japanese tsunami, Hurricane Sandy in 2012, and the 2011 and 2013 floods in Thailand caused unprecedented – and well-publicized – damage and disruptions to supply chains.  Not-so-natural disasters such as the U.S. West Coast ports slowdown in 2014-2015 also caused massive disruptions in the automotive industry.
FPI has developed a database that represents each component, material and assembly purchased, along with the source location for each item within the bill of material for those items down to the raw material extracted from the earth.
As an approved FPI supplier, your company is required to identify the supply chain for each component, material or assembly your organization provides to FPI, all the way to the basic elements extracted from the earth.
Realizing that in some cases, proprietary recipes may have been developed for certain polymers, it is allowable for suppliers to identify individual chemicals and compounds generically – such as “Material X produced in Akron, OH USA.”
As an approved FPI supplier and key contributor to the U.S.  Automotive Industry, your company is expected to implement disaster planning, not only at your facility, but throughout your entire supply chain.  Annually, FPI will reassess your risk management activities.  Our basic expectations are as follows:
1. Identify the most serious risks your supply chain faces.

2. Establish contingency plans to address each risk.

3. Each FPI tier I supplier will grant FPI the rights to audit your risk-management plans for effectiveness.

4. Each FPI tier I supplier will acquire the rights to audit sub-suppliers risk-management planning for effectiveness.

XIV. Acronym List

	A
	

	A2LA
	American Automobile Labeling Act

	AIAG
	Automotive Industry Action Group

	APP
	Annual Purchasing Policy

	APQP
	Advance Product Quality Planning 

	APR
	Annual Price Review

	ASTM
	American Society for Testing and Materials

	
	

	C
	

	CPK
	Process Capability Index

	
	

	E
	

	ECI
	Engineering Change Instruction

	EDI
	Electronic Data Exchange

	ETA
	Estimated Time of Arrival

	F
	

	FOB
	Free on Board (Customer Pays Freight and Insurance from FPI)

	FPI
	Franklin Precision Industry

	FTPortal
	File Transfer Portal

	G
	

	GR&R
	Gage Repeatability & Reproducibility

	H

HVPT
	High Volume Production Trial

	I
IATF-16949                
ISO                        
	International Automotive Task Force

International Standards Organization

	ISO/9001
	International Standards Organization-9001 Standard

	
	

	L

LVPT
	Low Volume Production Trial

	M
	

	MBE
	Minority Business Enterprise

	MQC/CP
	Manufacturing Quality Chart/Control Plan

	N
	

	NMSDC
	National Minority Supplier Development Council

	O
OEM
	Original Equipment Manufacturer

	
	

	P
	                                                                                                                                                                                                                                

	PC
	Production Control

	PCR
	Process Change Request

	PFMEA
	Process Failure Modes and Effects Analysis

	PPAP
	Production Part Approval Process

	PPM
	Parts Per Million

	PSW
	Part Submission Warrant

	Q
	

	QA
	Quality Assurance 

	QC
	Quality Control

	QS
	Quality System

	R
	

	RCAR
	Root Cause Analysis Report

	RFQ
	Request for Quotation

	RPN
	Risk Priority Number

	S

SOP
	Start of Production

	SOPA
	Supplier Onsite Process Approval

	SOR
	Statement of Requirements

	SPC
	Statistical Process Control

	SRDW
	Supplier Request for Deviation/Waiver

	T
	

	TSB
	Technical Service Bulletin

	TSE
	Toyota Standards for Emissions

	TSM
	Toyota Standards for Material Characteristics

	U                

USMCA

V
	United States Mexico Canada Agreement


	VA 
	Value Analysis

	VE
	Value Engineering
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XVI. Change Log

17th Edition Revision Record

· Added IATF Customer Portal link ………………………………  Page 12
· Added IAF Accreditation Bodies link ……………………………  Page 11
XVII. Acknowledgment
Supplier Quality Assurance Manual Revision 17 Acknowledgement Form

Attention FPI Supplier:

Please review the contents of this manual and secure the responsible executive signature from your organization.  Return an original signed copy of approved acknowledgement form within 20 working days to:

Franklin Precision Industry

Attention: Purchasing Assistant
3220 Bowling Green Road

Franklin, KY  42134-7610
This Supplier Quality Assurance Manual and the requirements contained herein are incorporated by reference into the Purchase Order Terms & Conditions and all Purchase Orders for the sale by your organization of goods and services to Franklin Precision Industry, Inc.

The below signature represents my company’s acceptance of and agreement to comply with the contents of the FPI Supplier Quality Assurance Manual, Revision 17, and understand and agree that the requirements contained in the FPI Supplier Quality Assurance Manual Revision 17, are incorporated into all contracts with Franklin Precision Industry, Inc. for the sale of goods and services.
Company Name: _______________________________

Printed Name: __________________________________ 

Signature: _____________________________________

Position: _______________________________________

Date: _________________________________________
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