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ESP International is dedicated to providing EngiedeSolutions to the Global OEM Market with
exceptional quality and on-time delivery. ESP’secealues of Customer Focus, being a Thought Leader
Professionalism, Passion, and EntrepreneurialtRjsivie an organization and our suppliers to achienr
goal of world class performance. ESP Internatioveits to take this opportunity to welcome you @0 0
supply base.

To compete successfully in the global market, oyppsiers must share our vision and commitment to
continuous improvement in all areas. It is underdtthat each supplier is on their own continuous
improvement path, however, it is expected thardlggirements in this standard will be complied with
regardless of the state of the supplier’s currgsitesns.

To achieve continuous improvement, ESP Internakiexjgects our suppliers to embrace a sound quality
system and to work with us in a spirit of trustpperation, and teamwork. The ESP Supplier Manual
establishes expectations for quality and ESP sugptivities. This manual is not intended to replac
supplier existing quality system.

1. Purpose

The purpose of the ESP International Supplier Mbaisu@ provide a uniform method to communicate
requirements, expectations, and guidelines throuigihe supply chain. This manual defines the
fundamental activities that ESP International exp&rom our supply chain to ensure ongoing planning
control, and improvement activities, while condogtbusiness with a high degree of integrity in @aty
and environmentally responsible manner.

It is the expectation that all levels within theRERBternational supply chain implement and main&ain
effective quality management system that fostexsstipply of quality products and services at aalgb
competitive price. ESP International supportsdéeelopment of a quality management system that
provides for continuous improvement, emphasizisg mitigation, defect prevention, change management
and reduction in waste throughout the supply cha@uppliers can utilize this manual as an aideitthér
develop their own systems and those of the sulstippliers.

2. Quality Management System

The supplier’s quality management system shalliohel
» Elements needed by the organization to ensureffiaetiee planning, operation and control of its
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processes, and/or documented elements as recomaneytles ESP Supplier Manual.

Control of Documents
» Suppliers shall maintain a documented processdoitral of both internal and external
documents. Examples include, but are not limitegotocess control sheets, work instructions, or
prints. For specifications referenced within autaent or print, the supplier shall maintain
currently released versions of those specificatairadl applicable manufacturing locations.

Control of Records
» Records shall be established and maintained tage@widence of conformity to requirements and
of the effective operation of the quality managensststem. Records shall remain legible, readily
identifiable and retrievable. A documented procedihrall be established to define the controls
needed for the identification, storage, protectretrieval, retention time and disposition of redor

3. Management Responsibilities

A supplier to ESP International shall demonstrat@pamanagement commitment to continuous
improvement. Top management shall provide docundeen@lence of its commitment to the development
and improvement of the quality management system by

« Communicating to the organization the importancemeéting customer as well as regulatory and

legal requirements.

» Establishing the quality policy and objectives.

» Conducting regularly scheduled management revidwseoquality system.

» Ensuring the availability of necessary resources.

4. Resource M anagement

Employees shall be qualified for the job they perfahrough education, training, or work experieaod
be knowledgeable of appropriate quality tools aratesses that affect the quality of products andes.
Further, employees shall be provided with the emeipt, facilities and a work environment conducive t
producing high quality products and services tloaiscstently meet functional requirements and produc
specifications. The supplier will consistently ma@sthe capacity of facilities, equipment, and eayipés to
ensure that timely delivery of product is unint@ted.

5. Product Realization and Production
Planning of Product Realization:
» The supplier shall implement and maintain an eiffecaind structured product realization planning

process which will result in the determination of:
- The quality objectives for the product or senésedefined by the print plus any
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additional quality planning requirements definecB8P
- The need to develop specific processes, resquemkties, and documentation
- Verification and validation activities and theteria for acceptability

* Quality planning activities shall be completed dgrthe Production Part Approval Process (PPAP).
Parts must be production intent for PPAP and dsequent ESP PO's. Parts should be produced
using production tooling in a production processess approved by the ESP International
representative. Quality planning activities mustdygeated for parts that are supplied not using
production tooling and processes.

* When quoting to ESP, the supplier shall identifg document on the quote form any and all
exceptions to the print or product standards aedipations provided by ESP.

- Material Control and Communication
- An equivalent material is one whose specificatjan their full range of variation, meet those of
the drawing-specified material. Determination thamaterial is equivalent requires a careful
evaluation of all related specifications and chemastics. This review must only be performed by
individuals who are well versed in those particutaterials, qualified to make that evaluation,
able to provide supporting documentation (e.g. od@ltifications), and fully compatible with the
relevant specification. If material is deemed eglént, then ESP Engineering will provide
approval to use the equivalent material througk\aadion or drawing change.
- Alternate materials that appear on the drawinglmused interchangeably.
- Before an alternate material from the materialdlis the PPAP can be used, the supplier must
receive written approval from ESP.

Product Realization Process

- Important outputs of the product realization ez are:

a) ldentification of the design and development preess

b) Identification of the verification and validationtavities appropriate for each
design and development stage.

c) ldentification of responsibilities and authoriti®s each of the design and development
stages.

d) Determination of the requirements for, and methmidsommunication at each stage in the
design and development process.

e) Functional and performance requirements of theywrbdr service.

f) Identification of criteria for acceptability, inaling key characteristics plus other
characteristics that are identified by ESP Inteomeal.

g) Determination of applicable regulatory and leggluieements.

h) Identification of applicable information derivesin previous similar designs.
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i) Identification of product or service acceptancéecia.
j) Definition of the characteristics of the produdittis essential for safe and proper use.

» Design and Development Review
- Upon request, supplier shall make available pgstuprocess documents, detailed explanation,

and/or on-site audit access to verify planned geee for any part sold to ESP.

» Initial Sample Inspection Report (ISIR)
- Verification shall be performed in accordancehwitanned quality objectives for the product or
service. Records of the results of the verificaod any necessary actions shall be maintained.

« Control of Design and Change Management
- The supplier shall identify and implement a comination plan with ESP International relating to
product or service information, contracts or ordandling, product or process changes, contract
amendments, and customer feedback. Where prodygteenents are changed, the supplier shall
ensure that relevant documentation is revised gpjately. The supplier shall also ensure that
personnel involved in the realization of the prddurcservice are made aware of the changed
requirements.
-The supplier agrees to obtain ESP’s prior writipproval before implementing any change in
manufacturing method, manufacturing materials, sugipain including sub-suppliers, outsourced
activities, factory location or product packagimesification prior to making any change.  Any
change in manufacturing may require a new PPARjaatification for the Parts. The supplier
agrees to cover all costs associated with the tiéigation process other than ESP’s internal
process approval costs.

» Determination of Timelines Related to the Product
- Part Realization timeline is developed and agrgszh by all parties. The following are critical
milestones that are required:
- Tool Completion Date
- First Physical Build
- QC Documentation Data
- Sample Ship Date

» Customer-Designated Special Requirements
- KCC — Key Control Characteristic
Component or assembly characteristic identifiededsg critical to fit, form, or function of the
part. Characteristic will be identified as <KCCw print.
A KCC requires an initial process study to detemnrtime capability to meet the specification, and
on-going monitoring to verify continuous capability
KCC shall be identified as such on the control plan
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-CPC — Critical Process Control

Component or assembly characteristic identifietigh risk potential so that appropriate action can
be taken to eliminate or reduce the risk. Charatiemwill be identified as <CPC> on print.

A CPC shall be identified as such on the contrahpl

*  Sub-Supplier Control
- As a primary supplier to ESP International, thpier shall be responsible for the quality of the
products and services provided by their supplyrchai
- A supplier shall have a documented system togagselect suppliers with the capability to meet
the defined requirements. A supplier shall commatei¢he latest specifications to their supply
chain and verify the product on an ongoing basish@nge in the supply chain or process changes
by the supply change shall require documented applefore implementation.
- The supplied product must be free of asbesto#ret banned substances.
- Supplier PO to sub-suppliers shall contain dthimation describing the requirements for
approval of the product and the qualification @& irocedures, processes, specifications,
equipment and personnel necessary to produce digleigirto ESP print specifications.
- Verification of purchased product from sub-suemishall be conducted using a documented
guality assessment methodology. The primary supfdi&SP International is fully responsible for
the quality of the products and services they meyvincluding that of their supply chain.

* Production and Service Provision
- Process control is needed to ensure that the faetoing process is performed under stable
conditions. Documentation is essential to assuaditgjuof products at initial production and is used
to maintain ongoing acceptable quality levels.
- Process control documents shall be in place poigritial production and be readily available to
the employees responsible for the operation optbeess. The key processing parameters and
product characteristics identified during the PicidReealization Process shall be addressed in the
process control documents.

» Validation of Processes for Production and Serkie/ision
- The supplier shall validate any processes fodypcton and service processes where the resulting
output cannot be verified by subsequent monitooinmeasurement. This includes any processes
where deficiencies may become apparent only dfeeptoduct is in use or the service has been
delivered. Examples of this are weldments, heatrnent, plastics, rubber, powdered metal, and
coatings.
- Validation shall demonstrate the ability of thegesses to achieve planned results.

» ldentification and Traceability
- A supplier shall establish and maintain documepi@cedures for product identification. The
supplier shall have product traceability to theeextrequired so that if a discrepancy is found,
product can be contained and corrective actioraiei.
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- Identification is a process to identify produatidg all stages of production. - Traceability
allows for parts to be matched to a certain tinaeni, processes, and specific lots of material.
- Bar Coding is a requirement to be consideredHerPreferred Supplier Program.

» Customer Property
- The supplier shall exercise care with all ESerimational property, including intellectual propert
while it is under the supplier's control or beirsgd by the supplier. The supplier shall identify,
verify, protect and maintain ESP International ey provided for use or incorporation into
product. ESP property that is lost, damaged ormatise found to be unsuitable for use shall be
recorded and reported to ESP International. Proggesjuipment, tooling, and measuring
equipment / fixtures owned by ESP Internationalcareered under this section.

* Preservation of Product
- The supplier shall preserve conformity of produith customer requirements during internal
processing and delivery to the intended destinalibis shall include identification, handling,
packaging, storage, and protection.

- Packaging
Product shall be packaged in a manner to prevenada to product during shipping and handling
process, while maintaining the integrity of thedwot in relation to the print specifications.
Any special packaging or handling requirementsldfeatommunicated to the supplier by ESP
International.

- Shipping

Product to be shipped according to instructionstified on purchase order issued by ESP
International. Authorization must be obtained I8PHnternational prior to shipment should
deviation from identified shipping method be reqdir

- Labeling
Barcode labeling is the preferred ESP method asshelow:
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» Control of Monitoring and Measuring Devices
- In selecting measuring equipment, ESP Internatienconcerned with the capability of the
measurement system to detect and indicate eveh cmaages of the measured characteristic. The
measuring equipment selected should have a dis@ation of less than one-tenth of the total
product tolerance being measured.

» Calibration
- A supplier shall establish and maintain documepi@cedures for the calibration, control, and
maintenance of measuring, inspection, and tespetgnt used to assure that products and
processes conform to applicable requirements. plgshall calibrate these devices at consistent
periodic intervals against applicable standardh itown traceability, and safeguard them against
adjustments that would invalidate the calibratMienever a gage is found out of calibration and
it has been used to verify parts for ESP Intermaficthe supplier shall notify ESP International of
the suspect parts.
- For certain applications ESP International wélhd gages/tools to a supplier. After the receipt of
ESP International gages/tools, a supplier is resiptanfor calibration, repair, and replacement. A
supplier shall review all gages/tools to assurg@@rdunction and application.

» Confidentiality
- The organization shall ensure the confidentialitgustomer-contracted products and projects
under development, and related product information.
-Supplier must agree to enter into Non-Disclosugesement (NDA) with ESP International.
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6. Measurement, Analysis and | mprovement

Measurement, analysis and improvement is the psoafeglanning, defining, and using performance iogtr
in processes and products critical to ESP Intewnati These performance metrics are used to deterthe
current level of performance, drive continuous ioy@ment activities, and monitor long-term perforean
levels.

Critical to the use of these performance metriesstatistical tools. These statistical tools areomty used
on processes and products, but also measure custatisgfaction and supply chain performance.

» Customer Satisfaction
- As one of the measurements of the performandeeofiuality management system, the supplier
shall monitor activities and information relatirgdustomer satisfaction as to whether the supplier
has met ESP requirements.
- Suppliers are expected to use this data to dmypeovements in ESP International satisfaction
metrics.
- Supplier will measure and track performance taliuPPM and On-Time-Delivery (OTD) goals
provided by ESP.

* Internal Audit
- It is recommended that a supplier to ESP Intéwnat develop and implement an effective
internal audit process. For assistance in devedopof a process, suppliers may contact ESP
International.

» Monitoring and Measurement of Processes
- A supplier shall determine and implement measergsinecessary to monitor processes critical to
customer satisfaction. Mistake-proofing activitgg®uld be the first method of control considered.
If mistake proofing is not feasible, statisticathiaiques shall be used to monitor the process.

* Monitoring and Measurement of Product
- Product measurements and monitors are requiredniarm the products are being produced
properly and remain stable over time. Includedrodpct measurement and monitoring are
capability studies for identified KCC's.

« Control of Nonconforming Product
- The supplier shall establish and maintain docueteprocedures to ensure that proven or
suspected nonconforming products are prevented @iintended use or installation. This control
shall provide for identification, documentationa&ation, isolation, disposition of nonconforming
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products, and for notification to the departmemtscerned (both internal and external).

- If parts are found to be nonconforming at ESrmational, the supplier is expected to provide
the resources necessary to evaluate, containysoldjm, and/or scrap the nonconforming product.
- If nonconforming products get into ESP Internagibproducts or become a warranty problem, it
shall be the supplier responsibility to aid ESRinational in evaluating and correcting the
problem. ESP International shall be entitled tmweer from the supplier all costs and expenses
reasonably incurred in taking corrective action.

- When nonconforming product is corrected it shallsubject to re-verification to demonstrate
conformity to the requirements.

- ESP International shall be informed promptlyhe £vent that nonconforming product has been
shipped.

- If a supplier wants to ship a product not meethgyspecified requirements, written approval shall
be obtained from ESP International prior to shiptrdrthe product. This applies equally to
products or services purchased from the supplynclasupplier shall concur with any requests
from their supply chain before submission to ESErimational. A supplier shall maintain a record
of the expiration date and quantity authorizedupgier shall also ensure compliance with the
original or superseding specifications and requaets when the authorization expires. Each
shipping container of deviated product shall bepprty identified.

Analysis of Data
- ESP International expects our suppliers to oapipropriate data and apply statistical and
problem solving techniques to solve specific protdeand to drive continuous improvement

activities.

Continual Improvement
- Evidence shall demonstrate the use of data,gxpstrience, and lessons learned to show

continuous improvement of the quality managemesiesy.

Corrective Action
Suppliers shall take action to eliminate the caw$emnconformities to prevent their
recurrence. Suppliers shall implement a disciplj®cumented problem solving approach that
encompasses:
1. Identification of the nonconformities
Implementation of containment actions
Determination of root causes of nonconformities
Implementation of long term actions to address nofarmities
Verification of implemented long term actions

A S A

Preventive Action
Suppliers shall take action to eliminate the caw$gmtential nonconformities in order to prevent
their occurrence. Suppliers shall implement syasteapproaches to define and implement
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preventive action activities. Such approaches melyde, but are not limited to: Process Failure
Mode Effect Analysis (PFMEA), Risk Analysis, Caus®l Effect Diagrams.

7. Dock to Stock Inspection Program

In an effort to continually improve the CustomeiSuapplier relationship, ESP International has distaéd a
Dock to Stock program. This program is relatedamponents procured from Suppliers with established
quality systems and have demonstrated the alilipravide conforming products.

Qualification Requirements
The Dock to Stock program utilizes three factorddtermine the qualification requirements and biiigy
for the program:

1) Part Classification Level of a purchased component

2) Supplier Quality System rating
3) Demonstrated conformance to the component dravandsspecifications

Qualification Processfor Dock to Stock Status

ESP International maintains a qualification mathat combines the Part Classification Level andpBep
Quality System rating to determine the required neimof accepted ESP International inspections for a
component to be eligible for Dock to Stock status.

Supplier Quality System Rating
o© 5 DTS Count= | DTS Count= | DTS Count= | DTS Count= | DTS Count =
E 5 5 7 7 Not Eligible
5 4 DTS Count= | DTS Count= | DTS Count= | DTS Count= | DTS Count =
g 4 8 Not Eligible Not Eligible Not Eligible
:% 3 DTS Count= | DTS Count= | DTS Count= | DTS Count= | DTS Count=
O 4 6 8 Not Eligible Not Eligible
% 2 DTS Count= | DTS Count= | DTS Count= | DTS Count= | DTS Count =
- 3 3 5 5 5
1 DTS Count= | DTS Count= | DTS Count= | DTS Count= | DTS Count =
1 1 3 3 5

DTS count is the required number of sequentialiptge®f conforming product for the component to be
eligible for the Dock to Stock program. It is a¢tiliscretion of ESP International to determinéné Dock to
Stock status is applied to eligible components.
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Removal from Dock to Stock Status
ESP International may remove qualified componemisifDock to Stock status. Reasons for removal may
include, but are not limited to:

* A confirmed nonconformance with a component
» Supplier systemic nonconformance affecting multg@enponents procured from supplier

* Mitigation of an identified risk

Escalation process for removal of Dock to Stock Status

Event ESPAction Dock to Stock Impact

Single occurrence of product| Quarantine inventory of DTS count reset to zero for

nonconformance. applicable part number. applicable part number upon
confirmation of
nonconformance.

Supplier systemic Quarantine inventory of all | DTS count reset to zero for

nonconformance affecting part numbers from supplier. | applicable part numbers upon

multiple part numbers. confirmation of
nonconformance.

Product recall. Quarantine inventory of all | Supplier suspended from DTS

part numbers from supplier. | program.

All part numbers from
supplier are removed from
DTS status.

Re-Qualification Process for Dock to Stock Status
In the event components and/or suppliers are rechfreen Dock to Stock status, there shall be a
re-qualification process to re-instate the Dockstock status.

Event Requirement Dock to Stock Impact

DTS reset for part number. Completion by supplfer o | DTS status re-instated for part
requested corrective action to number.
address nonconformance.
Accepted sequential ESP
International inspections per
qualification matrix.

Supplier removed from DTS | Process / Product Verification Supplier eligibility for DTS
program. Auditing at Supplier. program re-instated.
Completion by supplier of All part numbers subject to
requested corrective action to requalification.

address all identified
nonconformance.
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Changesto Supplier Quality System Rating
Through the monitoring of ESP International’s sigapberformance and quality systems, adjustmentiseo
Supplier Quality System Rating may have an impadhe Dock to Stock status of a Supplier’s

components.
Event ESPAction Potential Dock to Stock
I mpact

Improvement in Supplier Update Supplier Quality Reduction in number of

Quality System rating. System rating for DTS matrix} sequential conforming receipts
for Dock to Stock eligibility.
Eligibility of components for
Dock to Stock status.

Reduction in Supplier Quality Update Supplier Quality Increase in number of

System rating. System rating for DTS matrix} sequential conforming receipts
for Dock to Stock eligibility.
Removal of Dock to Stock
status on components.

8. Supplier Code of Conduct

ESP’s commitment to integrity and social respotigjbéxtends to its worldwide supply base. To ersu
that suppliers conduct business with a high degféstegrity and in a socially and environmentally
responsible manner, all of ESP’s suppliers are eepeto adhere to this Supplier Code of Conduct.

General Responsibility

Suppliers are expected to do what is necessamgnply with this code without delay. Suppliers are
expected to be familiar with the business practafdbeir suppliers and sub-contractors and enthag
operate within the guidelines of this code. Failtw comply with this code may result in discontince of
business relationships with ESP.

Key Expectations
» Gifts and Gratuities
ESP and its employees are not permitted to acégptfigpm current or potential suppliers. This
includes gifts of nominal value. Although givindtg is acceptable in some cultures, ESP requests
that suppliers respect its policy of not acceptifts

* Improper Payments
ESP conducts business with high integrity and withe bounds of the law. Bribery and kickbacks
are illegal and subject to criminal penalties imgnaountries, including the United States. Bribes,
kickbacks, and similar payments to government @ffsc ESP employees or agents acting on ESP’s
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behalf are strictly prohibited. This prohibitiolsa applies in areas where such activity may not
violate the law.

* Insurance Requirements: Supplier will maintairunasice coverage and will provide proof of
insurance coverage as required by ESP on an abasisl

e Child Labor
ESP will not engage in or support the use of claitebr. Suppliers are expected to comply with
applicable local child labor laws and employ onlgrieers who meet the applicable minimum legal
age requirement for their location. In the absesfdecal law, suppliers shall not employ children
under the age of 14.

* Forced Labor
ESP will not engage in or support the use of formemhvoluntary labor. ESP will not purchase
material or services from a supplier utilizing fedcor involuntary labor.

* Compensation and Working Hours
ESP pays employees a competitive wage. Suppliersx@pected to comply with all applicable
wage and hour labor laws and regulations goveraigloyee compensation and working hours.

* Discrimination
ESP supports diversity and equal opportunity inlegmpent.  Unlawful discrimination in the
workplace is not tolerated. Suppliers are expetdexbmply with all applicable local laws
concerning discrimination in hiring and employmprdctices.

* Environment
ESP respects the environment and conducts its tigpesan compliance with applicable laws and
regulations. Suppliers are expected to conduat tperations in a way that protects the
environment. Suppliers are expected to comply waiditlapplicable environmental laws and
regulations in the countries in which they operate.

* Health and Safety
ESP is committed to the safety and health of itpleyees and conducts its operations in compliance
with applicable laws and regulations. Suppliesexpected to provide a safe working
environment that supports accident prevention amihmzes exposure to health risks. Suppliers
are expected to comply with all applicable safetgt health laws and regulations in the countries in
which they operate.

Contact Information
» For questions or comments on the ESP Supplier 6b@enduct please contact your Supply
Management representative.
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Violations of the ESP Supplier Code of Conduct $thdne reported using one of the following
confidential options:
o Telephone 1-888-377-9002 (US and Canada only)
o Post Office —
= Compliance / Human Resources, 5920 Dry Creek NHaCRapids, IA, 52402
USA
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