Gemeinsames Arbeiten mit Lieferanten
bezuglich Risiken und Potentialen im Liefernetzwerk

Risk Clusters in der Beschaffung bei EADS

‘Klassische End Market Risiken in der Aerospace Industrie
*Wie identifiziere ich die wichtigsten Risiken?

*Vertragliche Klauseln

Dr.-Ing Anfried Sauerborn
EADS Corporate Sourcing Strategy and Management

Marcus Evans Risikomanagementtagung, Koln 12.April 2011




EADS - The step beyond 20/10/11

EADS auf einen Blick

page EADS



EADS - The step beyond 20/10/11

Das Unternehmen
Grindungspartner

Grindungsunternehmen

Aerospatiale Matra SA CASA (Construcciones DaimlerChrysler
Aeronauticas SA) Aerospace AG

EADS

Grindungsdatum 10. Juli 2000
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EADS - The step beyond

Vision 2020 (I)
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Weltweit filhrender Anbieter luft- und raumfahrt-
technischer Plattformen und Systeme
(insbesondere plattformspezifische Architekturen und
Sytemintegration)

10% EBIT bis 2015
Konzentration auf das Kerngeschaft

Ausgeglichenes Umsatzverhaltnis — Erlose von
€ 80 Mrd. und 50% Umsatzanteil ausserhalb Airbus
bis 2020

Servicevolumen von € 20 Mrd. bis 2020
— missionskritischer Servicepartner unserer Kunden

Globalisierung — 40% des Einkaufs und 20% der
Mitarbeiter auBerhalb Europas sowie $ 10 Mrd.
Umsatz auBerhalb Airbus in den USA

Entwicklung zum umwelteffizienten Unternehmen

20/10/11

EADS



EADS - The step beyond

Vision 2020 (1)
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20/10/11

Langfristige Paritat mit Boeing (Marktanteil 40%-
60%)

Ausgewogenes Portfolio — erfordert externes
Wachstum

Ausbau des Service-Geschafts in direkter oder
indirekter VerknUpfung mit unseren Plattformen;
Entwicklung plattformbezogener Systeme

Reduzierung der Abhangigkeit vom Wechselkurs
des Euro gegentber dem Dollar

Ausbau der Marktprasenz in den USA und
hervorragende Beziehung zur US-Regierung

Sicherung der kinftigen Profitabilitat

Neue Talente gewinnen und halten: v.a. im Bereich
Engineering und Program-Management;
Interdisziplinare Vielfalt sicherstellen; Klare Flhrung
zeigen.

EADS



EADS - The step beyond

EADS Managementstruktur (I)

Bodo Uebber
Louis Gallois

Chairman of the Board
Chief Executive Officer (CEQ)

Hans-Peter Ring

Strategy &
Marketing

Marwan Lahoud

Chief Technical EADS North Human

Officer

Jean J. Botti

America Resources

Sean O’Keefe Jussi ltavuori

Coordination
Cassidian
Astrium

Airbus
Tom Enders
(C
Airbus
Military
Fabrice Domingo

Brégier (COO) Urenha-Raso
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Eurocopter

Lutz Bertling (CEO)

Frangois Auque

Cassidian

Stefan Zoller (CEO) Frangois Auque (CEO)

20/10/11
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EADS - The step beyond 20/10/11

EADS
In Mill. €
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Umsatz aus dem Verteidigungsgeschaft in Millionen €
** EADS ist 2009 der weltweit gréBte Unternehmer fir Luft und Raumfahrt
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EADS - The step beyond 20/10/11

EADS Divisionen
Die vier Saulen von EADS

A\ ]Pv = \ 15 ‘ Tﬂ'{m M

» Europas flihrendes

+ Weltweit filhrender Flugzeughersteller
gzeug Raumfahrtunternehmen

« Seit 2000 Anstieg der Auslieferungen
bei Airbous Commercial um 60 %

GroBter Arbeitgeber im
Raumfahrt-bereich in Frankreich,

- Auftragsbestand in 10 Jahren mehr als Deutschland, Spanien und
verdoppelt (entspricht 6 Produktions- GroBbritannien

» Anstieg der Umsatze 2x und des
EBIT . 4x

»C CASSIDIAN

« Fihrender Helikopter-Hersteller * Weltweit fihrend in :
Sicherheitssystemen und europaweit

« Stellt 1/3 aller Helikopter weltweit im Bereich UAV

* Rund 4.000 ausgelieferte Helikopter - Uber 234 Eurofighter ausgeliefert
in den letzten 10 Jahren (Stand: Sept. 2010)

« EBIT & Gewinnspanne in den letzten
5 Jahren mehr als verdoppelt

pages EADS




EADS Sourcing Volume

20/10/11

Divisions developed to high level integrators with strong

sourcing content

46
40

[bn. €]

2010

External Sourcing Volume
is 75% of Sales or more

Structures Systems &
Production | Airframe Equipment
Material

Product
Related
Services

Indirect

3/4 of Sourcing is product related,
>1/2 complex Systems, Equipment,
Structures

Performance is to a large extent determined in the Supply Chain,

Sourcing is a key lever for EADS success

Page 9

EADS



High expectations on Procurement

Vision and

Strategy of

Group and
Divisions
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Procurement key challenges

= Supplier Performance

= Cost Optimization

= Supply Chain Consolidation

= Global Sourcing

= US$ Sourcing

= General Procurement Shared Service
» Financial Risks

Procurement Risk management

20/10/11

Environment
and Current
Challenges

EADS
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EADS Procurement risk map: 4 Clusters

Procurement Risk Map

Supplier Customer

Procurement Risk Management is
part of Enterprise Risk Management

Environment

Ciigyec Society

Page 11 EA@S



Cluster 1: Environment / Society

Bcpeanferrmg ke ek Spce Gy

EADS Guidelines for Implementation of REACH
by Procuremen t teams
-lIssue 1 -

Supplier Customer REACH

Implementation
Guideline

20 October 2011

Environment / Society

Risk _ Mitigation
- Reputation - ,Eco-efficient enterprise”

Employee

- Regulations, embedded in Vision 2020

e.g. REACh

. Sustainability - Updated / enriched

Procurement Processes, e.g.
CSR, REACh, Code of Ethics,
Carbon Footprint, ...

Page 12
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Cluster 2: Employee

Board of Directors /
| Audit Committee | |

Compliance Council

Suppliers Customers

Compliance
Organisation

ra
Compliance Officer Division! BU :

Gompliance Officer

Employees@® Environment

Societ
Mitigation 4
- Resources « Procurement Performance

Capabilities Management
Misbehavior Procurement Staff Qualification

Processes Procurement Processes,
Organisation Enterprise Risk Management

Compliance Organisation
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Cluster 3: Supplier
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Risk Mitigation
. Performance - Supplier Evaluation and

Price - Development
Capacity - Supplier Financial Health Analysis

Finaligs - Management of Financial Impact of Customer
Economic Crisis on Supply Chain

Criteria Rating System
O Qua_lity Unacceptable
[1Logistics L F'e;vrggme"fs
[ICommercial i = .
Technical Environment
[ICustomer Support Zﬁg%r:{nents ot ; E m p I Oye e .
(1Supplier Mgmt. Sood Suppller SOCIety
Maturity Requiremts met
[ICorporate Social Excellent P e rfo rmance
Responsibility e .
Performance Target Levels: Eval u atlo n SySte m
80%AB  20%C 0%D

EADS



Cluster 4: Customer

Customer

Risk

- End market require-
ments, e.g. currency,
market access,
market volatility,
development and
modifications

Supplier

Environment

Emggyee Society
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Mitigation
= Risk flow down into the
supply chain (,

)

20 October 2011
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Risk and Opportunity sharing is part of Supplier
relationship management:

Supplier
Relationship Supplier
Management

= Supplier Evaluation Require-
and Development ments

» Risk and / Drivers
Oppqrtunlty Commitment
Sharing

= Collaboration

EADS global business perspectives require sharing of end-customer market
opportunities and risks with suppliers

page 1 EADS



20 October 2011

Risk and Opportunity Sharing:
-Strategy development process-

Sales Market

market needs

27 Risks categories

identified and prioritised
Risk Exposure

Procurement Examples for risk categories:
Policy *Currency

sLead Time

*Non Recurring Cost

«Import / Export Controls

*Market Price Increases

Risk and Opportunity sharing

Contract

Framework with
T&Cs, Training

EADS global business perspectives require sharing of end-customer

market opportunities and risks with suppliers ,
Page 17 CEAIS
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Risk & Opportunity Sharing
Examples of risk sharing with suppliers

Non
. Order Volume Global
Flow down Reé:g;:;ng and Mix Currency Sourcing
i bl e L Volatility of
Sales Market efforts for new demand Exchange rates Market access
programs
NRC risk for Loss of
Risk Exposure development and Sta%:rvﬁ;]or Currency risks opportunities,
modifications obligations

Risk Prevention :
Risk & Opportunity S“tﬂg'i're{\begar Flexible delivery
Management investments scheaules

Local supplier

Natural Hedging engagement

page 1 EADS
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Risk & Opportunity Sharing
Common system for flow down of risk and opportunity to suppliers implemented

across EADS

with suppliers

provided in a common
database

EADS
= Potential risks are
Risk identified, prioritized and
E$ mitigated by _ clustered
=2 EADS Tier 1 = Risk mitigation principles
5 aE-, Supplier are defined in the
8 S o Procurement Policies
i S50 Risk mitigated by C :
& : ?Q . : = Contract elements for risk
% Risk shared § 85 SRR LIS sharing are prepared and
11]
< §
0=
oc

Risk
Exposure
from
Tier 1

Risk shared
with suppliers
- Flow down of risk to reflect flow down of business

Page 19 EADS
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Risk and Opportunity Sharing: Risk elements

27 EADS Risk Sharing Elements cover a wide range of topics:

1)

2)
3)
4)
3)
6)

7)
8)
9)
10)
11)
12)
13)

rayc cv

Compliance with commercial
requirmts.

Risk Management capability

Repair capabilities customer support
Non Recurring Cost

Lead time

Order volume and -mix requirmt.
changes

Termination of contract
Management vision

Import /export control

Technological competitiveness
Design price competitiveness
Competition and manufacturing cost
Currency risk

14)
15)
16)
17)
18)
19)
20)
21)
22)
23)
24)
25)
26)
27)

Market price increases
Offset

Obsolescence
Environmental responsibility
Warranty and liability
Modification cost

Market orientation
Intellectual Property Rights
Liquidated damages

Delay in development
Product liability insurance
Parent company guarantee
Social Regulation Risk
Applicable Law

EACIS
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How to identify most significant risks:

Process steps: P (Probability) S (Severity)
1: Identify potential risk elements 1: Very Unlikely 1: No relevance
2: Estimate Probability and Severity 2: Unlikely 2: Insignificant
3: Select most important risks 8:May happen B LUITE]T
4: Brainstorm on root causes 4: Likely & Serious

. . e . . 5: Very likely 5: Very serious
5: Identify mitigation actions 6: Almost Certain 6; Almost Catastrophig
6: Recheck complete assessment 7: Certain 7: Catastrophic
7: Reassess regularly and monitor progress

on mitigation actions Probability x Severity = Risk Importance

Risk P S |Root causes Potential actions for mitigations

Non Recurring Cost 6 6 |+Not enough market *Risk to be shared contractually; to be

The risk of a supplier not being opportunities/forecasts | negotiated very early in the Sourcing
committed to bear Non Recurring accuracy to amortize

Cost (NRC) NRC; -Get the Supplier early involved in the design

*Suppliers not educated | phase and negotiate shared risks/opportunities
to bear NRC

Page 21 EADS



Risk assessment: Example

20 October 2011

Nb |Title Prob. Severity |Root causes Potential actions for mitigations
Type a7 |07
1|Compliance with commercial requirements 4 5 |Lack of precise specs.; monopolistic situation ... |[Contractual : fix prices, limit "modification” clauses
The risk that a supplier is not committed to Precise functional specifications
reduce its costs in order to deliver a
product/senice at the market price.
2|Non Recurring Cost 6 6  |Not enough market opportunities/forecasts Risk to be shared contractually; to be negotiated very early
The risk of a supplier not being committed to bear accuracy to amortize NRC; Suppliers not in the Sourcing;
Non Recurring Cost (NRC) educated to bear NRC Get the Supplier early involved in the design phase and
negotiate shared risks/opportunities
3|Design price competitiveness 6 7 [Monopolistic situation Contractual obligation + annual benchmark ; negotiate fix
The risk of a supplier is not committed to be price unit elements prices and % (overhead, project management,
competitive in regard to design techniques logistic...)
—| 4|Competition and manufacturing cost 2 3 |Supplier using manufacturing Contractual obligation + annual benchmark
z—g The risk of a supplier is not committed to be price process/equipments not up to date Audit regularly Supply Chain management
5 competitive in regard to manufacturing techniques
=
% 5(Market price increases 7 4 [High severity on SW; high potential risk on Contractual : negotiate fix prices or limit application of price
© The risk of trends, events or developments that manpower & components (+/- 10%) increase based on they right index (using a max. or a
may increase market prices in the supply market shreshold level)
6[The risk of modification 7 6 [Changes of specs & funct. that occur during the [Contractual : negotiate fix price incl. margin for
The risk that a supplier is not committed to bear life cycle (high in bid & contract phase with Mol |customer/end-user changes/modifications (to be precised);
the cost of modification demanded by the end who wants changes for freel); lack of precise Involve the supplier early in design phase; Internal: precise
customer certification authorities and the BU specs at the begining of the project analysis of current and future certification needs
design departments
7|Price evolution risk 6 5 [Very important in Defence market; the sales Contractual : negotiate fix prices or limit application of price
The risk that the supplier is not committed to accepts customer clauses in terms of price increase based on the right index (using ceiling or or
comply with the customer requirements in terms indexation not fitting with reality (internal threshold for applicability) to be first checked with Customer
of price index evolution (long term contracts) problem) requirements
8|Termination of contract 5 6 |Equipments, stock ... couldn't be re-used or re- |Contractual : flowdown of the termination clauses; share
_ The risk that a termination cases are not covered sold costs recovery
g() according to end-customer requirements.
o

Page 22
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Contract clause database:

EADS has developed a contract clause database structured along the risk sharing elements

- - p = - 4
EADS A 4y | 4.4
_ ROM Input Vers. 1.3 (Last change: 14.01.2011)
Feporting —
Online Analysis
. VSIS, Risk Sharing Elements I
Suppliers —
haterial keys I Material categories |a|| j
Contracts/Agreements |
ST | | _copyto connact | copytocontractal | Resstcopied elements | Export Contracts |
Regions ___A Risk Sharing Elements 4 | Copyta b |Link Material .| Comment| =
MeEws d Howy to usefword of caution
SED d 01, Corpliance with carmmercial reguire o Yes
Fizk Sharing E'Emﬁﬂiil 02. Risk Management capahility \/ Yes
RO Input l 032. Repair capahiliies customer suppar & Yes
Data adm|n|strat|uq I 04. Mon RECurrmg Cost ‘V’ Yes
e | | |05: Lead time e Yes
Dictionary I 0. Order volume and -mix requirements & fes
e | 07. Termination o Yes
¥ 08. Management wision o es
v SourcelT il .
09, Licenses ImportExport controls “/ Mo
) 10, Confinuous irmprovernentto ensuret o Yes
Exit SySIEMm __-d 11. Design price competitiveness \/ Yas
12, Competition and manufacturing cost & Yes
13. Currency Risk Yes
14. Market price increases \/ [ [u]
148, Offzet and sales promation o Yes
16. Obsolescence s Yes
I T O U Y SVPREREY TY T TN o o o
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Summary/conclusion:
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Dr. Anfried Sauerborn

Tel.:  +49 (89) 607-34741

E-Mail: anfried.sauerborn@eads.net




