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ELECTRC MOTIVE

The quality of our products and services reflects the power and heritage of
Caterpillar, Progress Rail and Electro-Motive Diesel — the pride we take in
what we do and what we make possible. We are passionate about people,
process, product, service excellence, and have a high regard for the power
of supplier collaboration. We are determined to serve our customers
through innovation, continuous improvement, an intense focus on
customer needs, and a dedication to meet those needs with a sense of
urgency.

SCOPE

The purpose of this document is to define the general supplier quality requirements
necessary to ensure the quality of parts and services purchased by EMD. EMD requires its
suppliers to appropriately plan and control the quality of material shipped or services
provided to any of our business units to ensure reliable on-time supply of conforming
material.

The information in this manual applies to all direct production or service material suppliers to
EMD. The following pages specify the supplier quality requirements which are in addition to
all engineering requirements related to the purchased product or service and any commercial
or other requirements specified or referenced on the EMD purchase order.
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1 Quality System Requirements

1.1 QUALITY SYSTEM

EMD requires that each supplier maintain an effective quality management system.
Certification by an accredited certification body to the 1ISO-9001 and/or AAR-M1003
requirements is highly recommended. In addition, the supplier must meet all other
requirements of this manual as well as any additional requirements stated on the
Purchase Order.

1.2 QUALITY MANUAL & SUPPORTING QUALITY SYSTEM PROCEDURES

Upon request, the supplier must furnish EMD with a controlled copy of the supplier’s
Quality Manual and supporting procedures.

2 Supplier Control of Sub-tier Suppliers

The supplier is responsible for the quality of materials and components provided to them
by their sub-tier suppliers and subcontractors.

When the sub-tier supplier is an essential component of the supply-chain process, EMD
reserves the right to execute the following:

e Specify the sub-tier suppliers that may be used.

e Evaluate and certify the sub-tier supplier’s facilities.

e Assists the supplier in controlling the sub-tier supplier.

EMD reserves the right to evaluate the quality system and records of such sub-tier
suppliers as necessary. EMD’s involvement does not absolve the supplier of the ultimate
responsibility for its sub-tier supplier’s quality performance.
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3 Supplier Selection and Approval

EMD has a supplier selection process that outlines various steps to be taken to bring a
part or supplier into EMD. EMD may request that a Supplier Questionnaire and On-site
Supplier Evaluation be completed by the supplier. See the Progress Rail website’s
Supply Chain Management web page to obtain a copy of that evaluation form.

3.1 ON-SITE ASSESSMENT (IF REQUIRED):

An on-site assessment of the supplier’s facility may be requested by EMD. These on-
site assessments may include one or more of the following elements:

e Quality System audit - determines whether the supplier’s quality system is in
place and functioning effectively and includes documented processes for driving
continuous improvements in safety, quality, delivery and cost.

e Business assessment - determines whether the supplier has the needed
financial resources, production capacity, and other business resources needed
to fulfill EMD volume production needs and continuity of supply.

e Manufacturing & technology assessment - determines whether the supplier has
the necessary manufacturing processes, controls, and technological capabilities
to ensure on time delivery and prevent the shipment of non-conforming
product to EMD.

3.2 SUPPLIER PRODUCT APPROVAL PROCESS (SPAP)

EMD uses the Supplier Product Approval process (SPAP) to document a supplier’s
compliance to EMD specifications and requirements as a control method to verify that
suppliers have the capability to meet those requirements.

The SPAP requirement is applicable to production and service parts and raw material
purchased by EMD and is applied against the part number that appears on the
associated PO.

The process is also applicable to suppliers of production tooling for EMD’s facilities.
Such tooling SPAPs will be submitted by the respective supplier and dispositioned by
applicable EMD plant personnel.
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NOTE: Suppliers are not permitted to ship production or service material unless they
have received “full” or “interim” SPAP approval. Full approval will not be granted
until all required documentation has been submitted.

Full or interim SPAP approval is formally indicated within EMD’s ETQ SPAP database.
- A full SPAP approval will have an SPAP record at the “Approved” phase.
- An interim approval will have an SPAP record at the “Interim Approval at Supplier”
phase.

If you have any questions about the SPAP approval status of your part, consult your
Buyer or Supplier Quality Engineer.

EMD’s expectation is that SPAP and related activities such as quality planning and

other prevention methods are part of the supplier’s normal operating procedures.
The supplier must execute these activities to support successful SPAP and ongoing
production, quality, and delivery performance.

For specific details of the procedural and submission requirements for SPAP, refer to
EMD document MSC-SE-0001, Supplier Product Approval Process (SPAP).

4 Manufacturing Control

4.1 GENERAL PROCESS CONTROL

EMD suppliers are required to control all manufacturing processes in accordance with
the supplier’s control plan or equivalent document.

4.2 STATISTICAL PROCESS CONTROL

The supplier is required to apply effective statistical process controls for designated
special characteristics. Such controls shall be defined in the process control plan or
equivalent document.

Effective controls typically include application of an appropriate statistical process
control chart or other statistical method(s).

Additionally, the supplier must develop documented procedures for reacting to out of
control conditions. Such reaction procedures must include:
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e Containment of material back to the last acceptable inspection point, at a
minimum, including any material that may have been shipped from the
supplier’s facility.

e Application of corrective actions against the root cause(s) as specified in the
“Corrective Action” section of this document.

4.3 PROCESS PERFORMANCE

The following process performance requirements apply to special characteristics that
are designated on EMD drawings or through a joint review between the supplier and
EMD / Progress Rail:

e AC, of at least 1.33 or higher is required.
If this requirement is not met, then 100% inspection is required for those
special characteristics not meeting the requirement until such time as:

e The manufacturing process is changed to obtain the necessary
statistical performance, and

e The process performance is validated through a subsequent process
performance study.

Records must be maintained of ongoing Cyi evaluation and review and appropriate
reaction plans where minimum process performance is not met.

Where other statistical methods for process performance are approved by EMD,
consult with your assigned Supplier Quality Engineer to establish the minimum targets
for process performance (in lieu of the Cpk statistic).

Records of the supplier’s process performance monitoring and reactions to
non-conformance shall be provided to EMD upon request.

4.4 PROCESS IMPROVEMENT

The supplier is expected to review their manufacturing processes and business
operations on a defined periodic basis and maintain records of their efforts to improve
the effectiveness and efficiency of their processes to improve product quality, delivery
and cost.

EMD reserves the right to review records of such process improvement activities.
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5 Employee Training:

The supplier must have a documented procedure that is adhered to for employee training
that includes the following:
e Defined requirements for education, skills, training and experience necessary to
perform the work

e Provision of the necessary training to ensure these requirements are met
e Evaluation of the effectiveness of training

e Maintenance of training records

6 Product Design & Revision Control

6.1 FOR EMD CONTROLLED PRODUCT DESIGNS

The supplier shall have a documented procedure for assuring that the latest EMD
drawings are available and implemented at their facility or sub-supplier(s) in
accordance with PO and SPAP requirements.

The supplier shall have a written procedure that defines the methods for:
e Receipt, review, distribution, and implementation of all changes to drawings
and specifications
e Control of new or revised parts until approved by EMD

e Control and elimination of obsolete drawings, specifications and production
material as appropriate

6.2 FOR SUPPLIER CONTROLLED PRODUCT DESIGNS

For suppliers that have design control over products they supply to EMD, the following
requirements apply:

e Unless otherwise agreed to, the supplier shall notify EMD Engineering and their
assigned Purchasing Agent of any planned design changes and jointly establish a
product design validation plan with EMD Engineering, and where applicable,
submission of the necessary changed engineering drawings or specifications.

e SPAP requirements typically apply relative to design validation. Refer to the
“Supplier Product Approval Process (SPAP)” section of this document for more
details on the SPAP approval process.
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7 Supplier Manufacturing Process Changes

The supplier shall have documented processes and procedures in place to control changes
to their manufacturing process.

The supplier shall provide advanced notice of any such planned changes to their assigned

EMD Supplier Quality Engineer and EMD Purchasing Agent to obtain direction on EMD
SPAP approval.

Refer to the “Supplier Product Approval Process (SPAP)” section of this document for
more details on the SPAP approval process.

8 Supplier Request for Deviation

A supplier is never permitted to knowingly ship product that does not conform to
specifications without prior written authorization from EMD. If such a condition exists,
the supplier must petition the EMD SQE or purchasing agent by submitting a completed
deviation request using EMD’s online ETQ Deviation system.

EMD will provide a disposition to the request for deviation. If approved, the supplier is
then authorized to ship product in compliance with any specified conditions on the
deviation.

By definition, deviations are considered temporary approvals only and must not be
misconstrued as a permanent engineering change. The supplier must work immediately
to correct the non-conformance(s). Failure to comply with the conditions of the
deviation may result in the issuance of a formal Quality Notice (QN), and / or cost
recovery actions, all of which may affect the a supplier’s performance rating.

You may request permanent design change from your assigned Product Engineer.

9 Packaging & Labeling

The supplier is responsible for designing packaging that protects the products from
transportation and environmental damage.

Please refer to the EMD Supplier Packaging and Shipping Manual for specific
requirements.
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10 Corrective Action

The supplier shall establish a documented procedure for problem solving to identify and
eliminate root cause(s) of non-conformances to EMD requirements.

Supplier corrective action reporting is handled through EMD’s on-line
ETQ Quality notice (QN) system.

Contact your assigned Supplier Quality Engineer or assigned EMD Buyer if you need
assistance with logging into the ETQ QN system.

Training materials can be found on the use of the ETQ Quality Notice system within the system
itself. In the left hand view selector, look for the “Help Documents” entry. Click the “Help
Documents External” view to see a list of help documents that will support your root cause
analysis and corrective actions activities.

{a} Home | .- PERS & Corrective Action i

[#}-1. Corrective Action i

[+]-2. Corrective Action (New 7 Step) 0y
[+}-3. Supplier QN
[+} 5. PERS
[+}-6. Supplier CR
(=} Help Documents

1. Help Documents Internal

2. Help Documents External \
[+} Supplier QN

Click on the document you want to download / view.

Suppliers are expected to respond to ETQ QNs with the following response performance
expectations:

e Containment : within 5 days

e Permanent Corrective Action : within 25 days

MSC-SE-0007, Revision C. Page: 10 of 15


https://etq.emdiesels.com/reliance/reliance?ETQ$CMD=CMD_OPEN_VIEW&ETQ$APPLICATION_NAME=PERS_CORRECTIVE_ACTION&ETQ$VIEW_NAME=BY_QN_ASSIGNED

ELECTRC MOTIVE

As part of their corrective action activities, suppliers must establish root causes for:
e The occurrence of the nonconformity (“occurrence” causes)

e The failure to detect the non-conformity and stop its delivery to EMD / Progress
Rail (“detection” causes), and

e The failure to prevent the non-conformance as part of the initial manufacturing
design planning or Advanced Product Quality Planning (APQP) activities
(“prevention” causes).

Permanent corrective actions focused on eliminating the established root causes for
occurrence, detection and prevention must be planned and implemented, and
documented in the ETQ QN response system.

Once implemented, the effectiveness of those corrective actions must be assessed and
documented in the ETQ QN response system.

11 Non-Conformance Related Cost Recovery:

EMD may elect to recover, from the supplier, excess costs associated with
non-conformance events.

It is therefore beneficial for the supplier to contain non-conformities and effectively
correct the process in a timely manner to minimize cost impact.

12 Controlled Shipping

12.1 GENERAL

Controlled Shipping is a heightened quality containment status in which EMD
requires the supplier to execute a redundant inspection process to sort for and
contain specific nonconformance(s), while implementing root cause analysis and
permanent corrective action.

There are 2 level of Controlled Shipping status:
e Controlled Shipping Level 1 (CS1)
e Controlled Shipping Level 2 (CS2)
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12.2 CONTROLLED SHIPPING LEVEL 1:

For CS1, the supplier must perform 100% redundant inspection against an EMD
approved list of non-conformances with the objective to prevent delivery of any
non-conformances to any affected EMD / Progress Rail operations.

All costs associated with the CS1 activities will be borne by the supplier.

Qualified 3™ party Inspectors/Auditors are not required with CS1 but may be
deployed by the supplier if they deem it necessary to achieve effective containment
of non-conformances.

CS1 activities shall continue until such time as the supplier has effectively
established root causes and implemented effective corrective actions as per the
“Corrective Action” section of this document for each of the defects on the list of
non-conformances.

EMD will establish specific exit criteria for the CS1 event on a case by case basis.

EMD must explicitly approve the closure of the CS1 activity in writing.

Note: EMD closure of the associated Quality Notices does not constitute explicit
approval to close the CS1 activity. The supplier must receive explicit written
notification from EMD that the CS1 activity is closed.

12.3 CONTROLLED SHIPPING LEVEL 2:

If CS1 containment activities are deemed by EMD to be ineffective at preventing
the delivery of non-conformances to all affected EMD locations, then EMD may
initiate a CS2 status against the supplier.

For CS2, a third party resource will be required to perform an additional 100%
redundant inspection inclusive of the CS1 inspection (i.e. in addition to CS1) against
the approved EMD list of non-conformances.

The objective of this activity is to prevent delivery of any non-conformances to any
affected EMD / Progress Rail operations.

All costs associated with CS2 activities will be borne by the supplier.

CS2 activities shall continue until such time as the supplier has effectively
established root causes and implemented effective corrective actions as per the
“Corrective Action” section of this document for each of the defects on the list of
non-conformances.

EMD will establish specific exit criteria for the CS2 event on a case by case basis.
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EMD must explicitly approve the closure of the CS2 activity in writing.

Note: EMD closure of the associated Quality Notices does not constitute explicit
approval to close the CS2 activity. The supplier must receive explicit written
notification from EMD that the CS2 activity is closed.

When CS2 is considered closed, the containment reverts back to CS1 status and the
supplier must still fulfill the exit criteria for CS1.

13 Supplier Performance Monitoring

EMD periodically monitors its supplier’s performance to ensure they continue to meet
minimum performance requirements.

This monitoring may consist of one or more of the following

e On-site audits of the supplier’s quality system, manufactured product and/or
production and service processes.

e Review of suppliers SPAP submission packages, as requested.
e EMD receiving inspection records.

e Random review of the supplier’s inspection record(s)

e Supplier’s performance rating / scorecard.

e For more information on the supplier performance scorecard, refer to the
EMD & PRM Supplier Scorecard Report document on the Progress Rail
website.

If the supplier performance is deemed sub-standard, then EMD may take corrective
measures that may include, but are not limited to:

e Assignment of CS1 or CS2 containment status against the supplier
e Initiation of quality review meeting(s) with the supplier to allow the supplier’s

Management team to present their systemic corrective actions to appropriate EMD
representatives from :

e Affected EMD operations locations
e EMD Engineering

e EMD Purchasing

e EMD Management

e EMD Executive Leadership
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The supplier will be required to maintain a list of the resulting action items,
including assigned responsibilities and target completion dates, and periodically
report the status of those action items in a manner prescribed by EMD at the time.
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