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Supplier Escalation Procedure

1. H i Purpose
The supplier escalation process is followed when a supplier's performance continues to reflect poor management,
lack of resources, lack of commitment, continuous degradation of quality and/or delivery, or has a significant high-
visibility negative impact on any of TE Auto China plant.
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2.  juF Scope
This procedure is valid for all TE Auto China A type Supplier (Direct Material/component).
PR SO E T TE hE LR A KBNS CERYRD
3. HxX 4 References
Supporting references mentioned throughout this document.
FASRSCHF A0 R s
Ref # Doc. # Title Filename / Location
1 102-86006 Supplier Management Procedure DM.Tec
2 102-86007 Purchasing Procedure DM.Tec
3 TEO5W-0001 Incoming Inspection Control Procedure DM.Tec
4 102-86054 Supplier Quality Assurance Manual DM.Tec
5 102-86019 Nonconformity Raw Material Control DM.Tec
Procedure
6 TEO5W-9014 Supplier Process Audit WI DM.Tec
7 TEO5W-9012 Supplier CIP WI DM.Tec
8 TEC-1003 Supplier Performance and Reporting and CIP DM.Tec
9 TEC-1005 Total Quality Manggemgnt Requirement for DM.Tec
upplier
AN Control Shipping Letter& DM.Tec
10 GAD-CN-0298 Supplier Escalation Product tracking chart
11 GAD-CN-0299 SQIP Letter DM.Tec
12 GAD-CN-0300 NBH approval document DM.Tec
4. X Definitions
a) 4’5 Acronyms
Acronyms Acronyms Meaning
SQE Supplier Quality Engineer
TECHS TE Complaint Handling System
SQIP Supplier Quality Improvement Process
CS1 Control Shipping Level 1
CS2 Control Shipping Level 2
NBH New Business Hold
FAI First Article Inspection
PPAP Production Part Approve Process
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b) & X Definitions

Terms Definitions
Score Card Supper rating process
Top Focus Shor term, focused process championed by a SQE
5.  ZAFE % Revision Changes
Rev. # Reg;;on Author Approver Change contents
A 22032018 Lily Fu David Zhu New
B 19 03 2021 Lily Fu David Zhu Change the trigger Criteria for escalation
C 01 11 2021 Lily Fu David Zhu Change the trigger Criteria for escalation
D 20 02 2023. Lily Fu David Zhu Change the trigger Criteria for escalation
E 26.03.2024 Lily Fu David Zhu Add Supplier Escalation Product tracking chart
6. it3x Record Requirements
No . Record .
Record No Record Name e Rete|_1t|on Retention Reteqtlon
completed by period medium
owner
1 / Scorecard Scorecard Permanent Scorecard
system system
2 GAD-CN-0298 | CS1,2 Record Supplier Supplier 1 Year
3 GAD-CN-0299 | SQIP Record Supplier Supplier 1 Year
AN NBH approval . .
4 GAD-CN-0300 documents Supplier Supplier 1 Year
Supplier
Escalation . -
5 GAD-CN-0358 Product tracking Supplier Supplier 1 Year
chart
7. MEFEts Measure Of Performance (MOP's)
Measurable Unit Frequency Reporting Tool
CCR pcs Quarterly Scorecard
DLPM PPM Quarterly Scorecard
5D Response time Day Quarterly Scorecard
FAI/PPAP On time Rate Quarterly Scorecard
Total New Launch CCR pcs Quarterly Scorecard
Repeat Issue pcs Quarterly Scorecard
Quality Service Low/poor Quarterly Scorecard

Rev [E]




102-86110

8.  IiFE Process Description

INPUT ACTIVITY OUTPUT
Failure found Trigger escalation
inTEor TE process
Customer
\_/—
CS1 Letter Escalation CS1
Level 1 (CS1) Report
\_/—
OK
OK or Not
Not OK
CS2 Letter Escalation CS2
Level 2 (CS2) Report
OK
OK or not
Not OK
SQIP Letter Escalation Level 3 salp
sqQIP Report
OK
OK or not
Not OK
NBH & Top Focus
oK
OK or not
\ 4

Phase Out

Escalation Exist

Responsible / Interfaces

1. Supplier /SQ, Procurement

2. Supplier /SQ, Procurement

3. Supplier QM & GM /
SQE, Procurement

4. Supplier GM /
SQM, Procurement Manager
,Engineer Manager
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Escalation Level 1 (CS 1)

TE Responsible

Supplier Responsible

Trigger Criteria

TE Actions

Supplier Actions

SQE , Procurement (Approved by SQM,Procurement Manager)
FiE4HE QM

® [FI2RpE A R A E L EGE 23 TE PR ERE R EAA (EEH
FOLR 45 A [F) R 1) % 2350k 6 I i O 1) RIS 503 i i D2 8 i, T T) ) 191
LR 24D
Similar quality issue repeated in TE production line after improvement
actions lead in (repeat issue means same failure happened after the
completion of the improvement actions implementation, time period is
consecutive 24 months.)

o [HT/MERN, WM TE &=Lt 24 /T,

Due to quality abnormal, cause TE production line down above 24H.

® i KAE(TE & TE % P iim), #rkdd 30 R{HZ 5D %A 45 %
Occur quality abnormal in TE or TE customer, complaint occurred over

30 days, but the 5D still not be closed.

® LR B E R o (LN RE, B1T
Supplier quality Supplier claim, goods return
complaint ® E SCBHE I, Jf B E SR B\ BT .
® it CS1{5H i HRASUESE A S H e N, IR
Trigger CS1 B TE 5& .
letter notification Define the exit criteria and clearly defined

into the letter notification, for example: verify
the effectiveness of the improvement actions
and ensure the thorough implementation
and lead in, exit time defined by TE.

o TEHIHITHESW, NS5 NTERSERENLB AR TN
&
Regularly call quality meeting, the supplier participant should be the
quality manager and the related departmental advanced expert.

o (LRNRjE TE JLRBUE [, JEIRA G978 o & 10 o i 4 4 34 Bl DA
E;
Supplier on spot TE to report quality issue, the reporting personnel
should be the quality head who is the highest level manager in charge of
quality department or above.

® (LR H I 100% Kk is # il ;
Supplier proactively trigger 100% control shipment.

® L TE R, 5EMJFIRA 8D.
Based on TE requirement to submit and accomplish 8D
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Escalation Level 2 (CS 2)

TE Responsible

Supplier Responsible

Trigger Criteria

TE Actions

Supplier Actions

SQE, Procurement (Approved by SQM,Procurement Manager)

GM

CSH1 &t T N o, fEREE IS (B N TR
After CS1 actions implement but without improvement, can’'t be exit within the

target time.

ez 2 4~ & 2 AELE CST {5
Receive two or above CS1 letter.
TR, G TE % F2;
Due to quality abnormal, cause TE customer line down.
HTRERYE, SHTER " HER
Due to quality abnormal, cause TE customer repeat complaint.
AR KAE(TE & TE % 5 o), #FkE 60 RIHJE 5D A 45 %
Occur quality abnormal in TE or TE customer, complaint occurred over 60 days,
but the 5D still not be closed.
BERI AL B AR, RIZESRIEA TE MK T.
Supplier privately change without permission, not follow requirement to notify
TE related department.

(EIVAEiN-—c5 @l o (ENpIRE, B1T

Supplier quality complaint Supplier claim, goods return

KL CS2 {51 ® & SGRHEM, FHHIHAE SCRE ok HL

Trigger CS2 Letter e BN E A RO e T A,

notification SBHU R TE & ).
Define the exit criteria and clearly
defined into the letter notification, for
example: verify the effectiveness of the
improvement actions and ensure the
thorough implementation and lead in,
exit time defined by TE.

ERIRESN, HNEZS 5 ANHaRSEH AR NN @B LK

Regularly call quality meeting, the supplier participant should be GM, plus the
company internal and external advanced experts.

RN 2 TE JCARPTE o), JEARN O BN s S 2 3

Supplier on spot TE to report quality issue, the reporting personnel should be
supplier GM.

BERIFE H 3 100% K18 # 1 ;

Supplier proactively trigger 100% control shipment.

HERIFIIEC R TE $87€ 5 =77 #E17 100% K iz %1 ;

Supplier contact TE designated third party to perform 100% controlled shipment.
Xof i A B T A0 AT R N R AL

Re analyze of the process and conduct internal audit.

BT TEER, 5ERIFHEAC 8D,

Based on TE requirement to submit and accomplish 8D
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Escalation Level 3 (SQIP)

TE Responsible

Supplier Responsible

Trigger Criteria

TE Actions

Supplier Actions

SQM, Procurement Manager, Engineerring Manger
(Involve Quality Director, Procurement Director, Engineering Director)

GM

CS2 it s NG e, (EREE I (A N JoikiR

After CS2 actions implement but still without improvement, can’t be exit within
the target time.

J5t bR P AN 2 B R IR

Quality goal not achieved for consecutive two quarters.

BT ERE, S3TE 4R A UFR B 1 E&40K T 150, 000 £ JT;

Due to quality abnormal, cause TE claim cost to supplier above 150,000 U.S.
dollars.

HTRERE, SHTE XM TE K&EF%H;

Due to quality abnormal, cause TE customer initiate escalation to TE.

£ CS2 BB, HAm w53k CS1 8k CS2 T+4k.

During CS2 phase, other P/N be triggered CS1 or CS2 escalation.

KiZ SQIP {51k, f53) SQIP o (LN RNE, iB1T

2 Supplier claim, goods return

Initiate SQIP letter ® IFEHIZ (1% VDAB.3 %)
notification, trigger SQIP Process audit (according to VDA 6.3
meeting clause and requirement)

PR R o AR R o & SCRWFEN, JF I E CRIME B
Supplier quality complaint . W LSO A RO Be R
BORMEN R 45 H g TR A, B TEH TE & 3.

Request supplier to provide Define the exit criteria and clearly
improvement plan defined into the letter notification, for

example: verify the effectiveness of the
improvement actions and ensure the
thorough implementation and lead in,
exit time defined by TE.

@7 SQIP /N, HKA GM, filE SQIP (1 KPI

Establish SQIP group, group leader should be GM, make the KPI for SQIP.
BRI, NS5 ANTERESEM AR NIMEEB LK

Regularly call quality meeting, the supplier participant should be GM, plus the
company internal and external advanced experts.

BERIRT & TE VLT & . IR 59 B R RS a2 3

Supplier on spot TE to report quality issue, the reporting personnel should be
supplier GM.

BERIRE H 3 100% K 18 15 il 5

Supplier proactively trigger 100% control shipment.

£T TESQE RAI R EH S, BERRTHRR TE 48 € 5 =77 #ET 100% K iz i
Based on TE SQE recognized risk P/N, supplier contact TE designated third
party to perform 100% controlled shipment.

Xof o A E T 0 A R A A

Re analyze of the process and conduct internal audit.

BT TE #5K, 5EROFE2E 8D.

Based on TE requirement to submit and accomplish 8D.
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Top Focus & New Business Hold

TE Responsible

Supplier Responsible

Trigger Criteria

TE Actions

SQM, Procurement Manager, Engineerring Manger
(Approved by Quality Director, Procurement Director, Engineering Director,
CTL Header)

GM

SQIP 7£REE I i) 4 JoikiR i s

SQIP can’t be exit within the target time.

At A B TE Suzhou f8 1%

Supplier hasn’t passed the TE Suzhou audit.

IATF 16949 fA ZE45 1 HUH ;

IATF 16949 certification be cancelled.

HTRERR, &R TE &/ n TE &R FL;

Due to quality abnormal, cause TE customer initiate lawsuit to TE.

PR B I8 7 T R X6 AR EE R 45 s (b SRRk, oA R A,
P 7 I 55 RS

Due to supplier reason led to serious business risk. (such as malicious
cost up, low willingness cooperation, supplier financial risk)

SEUEMIE TE MBHE BIARMBR B S R AR G B =78 TE %5
PuRSER

Supplier maliciously divulge TE's mold drawings and technical data and
other related technologies to third parties or TE competitors.

AR EFR S TE LM (TE FrEAD HE B4R H AR,

Do not cooperate with TE engineering in accordance with the contract to
provide (TE ownership) mold drawings and technical data.

P EB RS NBH Ht#E S o {LRFIRNE, B

s Supplier claim, goods return

Initiate NBH internal o FIMEF (% VDA6.3 P2~P7 %k
approval documents 3R

BRI T 45 H o Process audit (according to VDA 6.3
& P2~P7 clause and requirement)
Request supplier to ® E SGEHE, e B A SRk A AR
submit improvement HoEeTAN, BHEEBH TE 2 X.
plan Define the exit criteria, for example:
LG v AT I verify the effectiveness of the

E Ntk
Look for alternative
supplier, and make

improvement actions and ensure the
thorough implementation and lead in,
exit time defined by TE

the next step plan o 7t 2 NIRRT Kick off NBH i<
NBH &[] Ji2 ) | %2 /1> WO BRSO L R BB, e
6 ™A SCIE H R AT review HLAD

NBH time is at least
6 months in principle

Kick off NBH improvement meeting
within two weeks (Build the project

o Je BT R AT AR N improvement team, clearly define
7 R A the exit principle and the review

Carry out supplier mechanism.)

risk assessment
again after
improvement
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® #57 Top Focus /M, ZHK N GM, #il7E k& vtk KPI;

Establish the Top Focus group, GM as the group leader, work out the
improvement plan and KPI.

o EMRESI, HNEZSEAFORSLHE Lan NIRRT R,
Regularly call quality meeting, the supplier participant should be GM,
plus the company internal and external advanced experts.

o (AR e TEVCHRBTE R, VLA MR S A2,

Supplier on spot TE to report quality issue, the reporting personnel
should be supplier GM.

Supplier Actions ® LRI 100% Kiz ]
Supplier proactively trigger 100% control shipment.

® LT TE SQE WAl KNS, fERRECR TE 48258 =77 #1417 100% K
Bl
Based on TE SQE recognized risk P/N, supplier contact TE designated
third party to perform 100% controlled shipment.

® S iRE E R 43 B R A R AR
Re analyze of the process and conduct internal audit.

® LT TE K, 5EmiIfiRA 8D,

Based on TE requirement to submit and accomplish 8D.

9. NBH /25 New Business Hold Workflow

[ Trigger NBH ]

Output Responsibility
Tn’gger SQE/Procurement/
Criteria Engineering
Stop NBH NBH internal SQM/Procurement
Process approval Manager /Engineering
documents Manager

Quality Director/ Procurement

Approve NBH Director/Engineering

workflow system

1 1 l Director/CTL Header
Remark NBH i [
;? ;:} list 0;" Pre-risk Kick off NBH NBH Action Plan SQM/Procurement
g - Assessment improvement meeting and Target Manager /Engineering
AVL hist L Manager/CTL Manager
l p l r 1 ] OPL Record saER vE
i i 2nd Sgurce . rocuremen
Link Sggrcmg Action Follow Up ngineering/Supplier
decision study J

¥

NBH Performance
Tracking & VDAG.3

Performance Record
VDA 6.3 audit report SQE/Procurement/E

Commercial risk ngineering/Supplier
assessment report

Pass |

Fail

SQE/Procurement/Engin
eering/Supplier

Sourcing Commit

SQM/Procurement
Signed NBH Manager /Engineering
Exit notice Lefter  pjanager/cTL Manager

[ Exit NBH ]

[ Phase Out ]
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Remark: 1) Pre-risk assessment 3= 23 T il NBH JE A, LR 5 spending (5 b, AT BRI AN P HfE 2 AT B AR PFAk 5

The Pre-risk assessment is mainly based on NBH trigger criteria, supplier spending ratio, substitutability

and customer approval and other dimensions for overall assessment;

2) [R5 LR, R Rk A, PO R R BEAIG, AN s 0 9% XU ) fi 2 F) NBH, 38 HE BRI T

For NBH triggered by suppliers’ business risks (malicious price increases, low willingness to cooperate,
supplier financial risks), the exit criteria are as follows:

- SBRIRAN PR P RS R R IR KT I R R 2R A A

Malicious price increases: Supplier prices return to normal levels and can continue to reduce costs;

- A EEEAR: BT CRIW/ TR/ E/MC) VOC, 4TS5 5 A 2 Satisfactory LA I

Low willingness to cooperate cross-function (purchasing/engineering/quality/MC) VOC, the final evaluation
result is above satisfactory;

- AR I A 55 DRI - A T 4 I o A T I S5 RO I 5 T WO 55 i I 55 XIS £k 1 5 SR AR XU

Supplier financial risk: The result of financial risk assessment based on the latest financial status of the

supplier and TE Finance is low risk;

3) NBH iR i Aiffi i Phase out [ supplier , ## 23£15 TE A # Sourcing Commit PA A iz 28 B (1) it

Once the Phase out supplier is determined, it needs to be approved by TE's internal Sourcing Commit and
GM.
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