Measuring Supplier Performance in an
international Group
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- No. 2 worldwide
—______

" Aerospace and defence activities Based on 2004 average exchange rates: € /$ = 1.244; € /£ = 0.679; €/SEK=9.09
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Lean organisation structure with clear lines of responsibility




EADS
Sourcing challenge




@5 " Increasing Importance of Sourcing and SR

Sourcing amounts to

250 suppliers cover 76%
2/3 of Sales

of sourcing volume

Number of % of EADS
Suppliers Sourcing
Volume
Indirect
Material TOP10 44 %
23 % TOP 25 : : + + + — 54 %
Systems & ToP 50 ; ; : : : 115 M€ 60 %
Product Eqmp:nem i i : ! : 49Me
related 42 % TOP 100 T 68 %
se; s TOP 250 —C 76 %
° 1.686 o %
Production Structure / 12.;7;13 é ? i
Material Airframe 27504 —| o 1 i
12% 13% 35.725 i i i
1000 € 10.000 € 100.000 € 1.000.000 € 10.000.000 € 100.000.000 € 1.000.000.000 €
2001 2002 2003 2004 Volume per Supplier

Intense sourcing of complex
structures, systems and
equipment




" Supplier Evaluation and Development
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Challenge:
to manage Suppliers’ Performance by
- evaluation of their performance
- sharing this evaluation across EADS
- leading the suppliers towards further
improvement of their capabilities

Procurement Joint Supplier Evaluation
Marketing Sourcing & Development

Identify Select Operate

Risk & Opportunity Management



EADS SED is one element of EADS Supplier Relationship

Management
Procurement :
. high Open Competitive
Marketing Competition Partner
Joint
Sourcing §
(1]
. : ?
Supplier S
Eval. & Dev. o
o
Risk & | Unpreferrec
Opport. Mgmt. oW
>
low Willingness to contribute to high

EADS business interest

Manage suppliers to contribute to EADS business interest
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EADS
Supplier Performance Measurement




EADS Five Common Criteria to evaluate the Supplier's Performance

Commercial Price evolution over time and against market development
Willingness to participate to design to cost initiatives, offset
fulfillments and sales support.

Technical Ability to meet development requirements: milestones, ability
to drive the development process
Audits on the Supplier technical and / or innovation capability

Quality Ability of a Supplier to perform according to a Quality
requirement
Suppliers capabilities in process management and risk

management
I F Ability to deliver on time, against a defined delivery window
Logistics Ability to meet desired quantities
Flexibility in case of order changes
Customer Level of satisfaction concerning the Support given to EADS's
Support Customers by a Supplier: Product Support, Service, Costs

All Business Units apply the same 5 criteria to all suppliers

19.12.2008
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@ + Simple Traffic Light Evaluation




il
EADS

Example: evaluation matrix

CRITERIA [Sub-Criteria Weight (Detailed description Way to measure /| EXAMPLES D c B A
(EADS) (BU-specific) 0,0<1,0 1,0<2,75 2,75<3,25 3.25<=4
Price Competitiveness 30%|with respect of BU specific offered price wersus market price or competitive |prices abowve Prices above market Prices within Frices within
markets prices market stand- | standard, but efforts to | target, fre-quently| target and al-
willingness of price reduction ard and low reduce them one of the best [wayes one of the
effort to re- com-pliant best proposals
duce them proposals
NRC cost 20%| participation on NRC cost percentage of NRC-cost 0-50% 51-75% 76-99% 100%
participation
E Dependency level 10%| EADS's significance for ratio of suppliers turnover with EADS vs. Total =70% =50-70% =40-50% =25- =30-40%
E supplier turnower (monetary units) <=10% 210-25% 30%
E
£
=]
o Offset 20%|Willigness and active support |see evalutation part no willingness information about support for offset | Active support
for the fulfilment off EADS despite procurement wolumes to | compen-sation | for EADS offset
offset obligations existing offset| EADS offset countries | leaded by EADS | obligations +
potentials provided, but no active pro sales
additional activity support
Terms and conditions 20%|acceptance of Terms & no compliances or exceptions to general terms | many fewr changes, but {minory reason- | full acceptance
conditions and sourcing policy and conditions changesiun- unreasonable able changes
reasona-
fle

—\

19.12.2008

The evaluation matrices contain BU specific sub criteria and thresholds.
The content is not harmonized within EADS and highly context specific.
Nevertheless all BU apply the same methodology.
This approach leaves enough flexibility to the BU but allows consolidation
of results on EADS group level
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@s ' Network: develop methods and share re

Responsible of
supplier 1 for
business unit 4

S

T |
[

Coordinator for
all suppliers in
business unit 4

i Sy St
FEEEER)

Coordinator of
the network in
Headquarters
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EADS ~ Who evaluates “

« Purchasing

* Procurement, supply
management

» Operations

« Engineering

* Quality

* Finance

* Etc.

People from different functions
participate to the evaluation.
They contribute with their data
to the overall assessment

Purchasing takes the lead
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;ﬂ}f Target Setting to Drive Improvement

Diagnosis

Based on
detailed
audits and/or
EADS
evaluation
along 5
common
criteria

Definition of a
max. 12
month
improvement
target for
each relevant
criteria by BU

Target

Agreement

Signature of
a target
agreement
between BU
and Supplier

Improve-
ment Plan

Implementation
of a detailed
action item plan
for each
improvement
target by the
Supplier (if
required with the
support of BU
and / or external
consultants)




-~ Corporate Evaluation Picture

EADS

Evaluations on a” STATUS OF SUPPLIER XXXX OPERATIONAL PERFORMANCE
criteria are collected

across a” Concerned Quality  Technical Logistics Customer Commercial

Support

AIRBUS

Business Units

eurocorTER [

MBDA

LAUNCH
VEHICLES

ASTRIUM A

Cross EADS view on a supplier

19.12.2008
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A . .
EADS Review of Supplier Performance Improvement

Evaluations are essential inputs for Common

Supplier Approach meetings
with top management involvement on EADS 02/2005
and Supplier's side STATUS OF SUPPLIER XXXX OPERATIONAL PERFORMANCE

Increased leverage because of common EADS
approaCh Quality  Technical Logistics Customer Commercial

02/2004 T

STATUS OF SUPPLIER XXXX OPERATIONAL PERFORMANCE evrocorter  [HIEEH

L
=
o
=t

Quality  Technical Logistics Customer Commercial MBDA

Support
LAUNCH
[ c | VEHICLES

AIRBUS

eurocorTeEr D ASTRIUM A

MBDA

LAUNCH
VEHICLES

Monitored by a detailed action
plan

ASTRIUM

e
[
L
N
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EADS
Common Supplier Approach Meetings







@;F EADS cross BU key suppliers (extract):

THALES ZODIAC ALOOA HAMILTON
FAIRCHILD SUNDSTRAND
FASTENERS | SAFRAN|
GOODRICH VSMPO

LISI

SABCA NORTHROP HONEYWELL
SMITHS HEXCEL ALCAN

ROCKWELL
COLLINS PRATT CANADA LIEBHERR
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@ " Principles of operation:
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@5 " Some Supplier responses:




@;}' Supplier Evaluation, way forward:
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