
SETEX North America Purchasing (NAP)
Early Sourcing Target Agreement (ESTA)
Vehicle/Product Program: Load Program Name
	Subsystem name
	Supplier:  SETEX Supplier Name Here


	Platform Manager: 

Matsumi Gamou
	 Engineering Manager: Kenji Ino

	Purchasing : SETEX
	Program Manager: 

	Quality Engineer:  Paul Winget
	Product Engineer: Mr. Hiroyuki (Hiro) Fujii

	Model Year: Enter Model Year 
	SOP: September 2006

	Capacity planning volume(year): 1.2 times quoted volume per the Request for Quotation

	Warranty: Comply OEM requirements

	Weight Target: See Target Pricing Detail
	Life Cycle: 5 Years                         


Instructions

The attached SETEX -- Letter of Intent is a guide to establish and control, (for development, tooling and piece price) all the costs associated in bringing a supplier into the product development process at an early stage.  The complete document consists of three parts.

1.0 COMMITMENT:  SETEX NAP must have a commitment from the supplier on cost issues before allowing their participation in the project.  With this in place SETEX Program Managers, Project Leaders and Purchasing personnel can successfully negotiate price changes suppliers pursue when design and engineering modifications occur.  The supplier will be compensated for changes that include a cost increase directly associated with changes requested by Honda, Tachi-S or SETEX.

2.0 STATEMENT OF WORK:  The Statement of Work is a key part of the document.  SETEX personnel should review their project and use or add to the suggested duties/commitments as appropriate for the particular project.

3.0 TARGET PRICING DETAIL:  The Target Pricing Detail parts list gives SETEX buyers and Program Managers an option in customizing the SETEX Letter of Intent.  The Title Block can be used for a single part or assembly with or without the Target Pricing Detail parts list.

	
	

	IF
	Use of Target Pricing Detail

	Single Part
	Not Required

	Single Assembly
	1. Use Detail List as chart to follow subcomponents OR 2. Do not Use

	Multiple Parts
	Complete Commitment Title Block with overall Targets and Use Detail Sheet to List and Establish Targets for each of the Multiple Parts


Both the Statement of Work and Target Pricing Detail must be customized for the project.  Please contact Setex NAP for Microsoft Word draft of these forms on disk.

This Document consists of three (3) parts, the Commitment (this page), the Statement of Work (Attachment A) and the Target Pricing Detail (Attachment B).
COMMITMENT
· TEAM PARTICIPATION  -- SETEX and selected suppliers are participating in a joint effort responsible for ensuring that the specified subsystem/component is developed within program objectives.  Your company is a Candidate to participate in the process herein outlined.  Team Design & Development Objectives include satisfying End (OEM) Customer Specifications.

· TARGETED COSTS  -- Piece Price and Tooling Cost Targets are established at Outset or during design and development stages.  Cost is a major factor in design.  Piece Price Target is production pricing.  Tooling Target prices are based on incurred conditions and include gauges and models.  The supplier will continue to meet targeted tooling prices once they are defined.  To assess adherence to targets, the Team will periodically participate in a Cost Request that will require formal quotes to confirm that production targets will be met.

· CONFIDENTIALITY  -- Our Companies and Teams recognize we will be exposed to cost data that is sensitive in nature and needs to be protected.  Technical and Commercial Data will be treated in a confidential manner by the Team.  All Team Members are accountable for confidentiality performance.

· ASSUMPTIONS  --  

· PURCHASE ORDERS:  As Project Launch approaches, SETEX NAP will issue Purchase Orders for Production Parts in line with this Agreement, its Statement of Work, the Parts List and the SETEX Standards of Performance.

· COSTS OF WORK:  SETEX and your Company will each absorb their own cost of work for the program. SETEX will have no further obligation if no Purchase Order for Production is issued due to a change in program/subsystem/component direction; if production quote either for tools and production parts is not satisfactory to SETEX, if your company is unwilling to continue with the Team and its objectives; or if SETEX or your Company is unwilling/unable to carry out the responsibilities outlined in this Agreement.  If your Company is unable to fulfill this Agreement (including SETEX target prices once defined), SETEX, at its option, may then acquire from your Company at actual cost, all or any portion of the technical information and data relating to work performed for the program and pay for any physical tooling expenses.
We accept the Condition stated above and commit to work to meet the targets.

	SETEX Representatives
	
	
	
	Supplier Representative
	
	

	
	
	
	
	
	
	  

	Setex Buyer
	
	Rob Luebke
	
	
	
	Supplier Contact Here



	Date
	
	Date
	
	Date
	
	Date


ANY EXCEPTIONS MUST BE LISTED BELOW:

None Noted:

Statement of Work (Attachment A)
X=Primary Responsibility
	Element
	DESIGN and DEVELOPMENT
	TSE /Setex
	Supplier

	1
	Tachi-S Engineering U.S.A. Inc. (TSE) to provide Design and Development Function for Setex Inc.
	X
	

	2
	Work with the Program Team to manage design and development to establish affordable targets: Price, weight, quality, and function.  
	
	X

	3
	Component / subsystem design, validation and Engineering Design & Development for life of program.
	X
	

	4
	Support Program Timing
	
	X

	5
	Must meet SETEX/TSE specifications if provided.
	
	X

	6
	Must meet Customer Technical Specifications (On component & final Assy.)  as provided.
	X
	

	7
	Release Responsibility to Setex Customer. 
	X
	

	8
	Detailed Assumptions and Program Product Letter
	X
	

	9
	Product Verification Specifications / Design Validation Plan & Report
	X
	

	10
	Design Failure Mode & Effect Analysis (DFMEA) at component  / subsystem level (SETEX/TSE participation required)
	
	X

	11
	Process FMEA (PFMEA) at component / subsystem level (SETEX/TSE participation required)
	
	X

	12
	Computer aided design as required to latest CATIA (V5) software release level or as required by TSE.
	
	X

	13
	Develop Risk & Opportunity (R&O) list for cost, weight, investment, function for all targets set from program inception to launch (i.e. VAVE list)
	B
	B

	14
	Create, Update, and Provide all test plans for all components
	X
	

	15
	Fully support vehicle builds & launch at Customer assembly plants if necessary & SETEX facilities when required
	
	X

	16
	Provide technical/engineering liaison for program support. May be co-located at TSE, SETEX facilities as required by TSE, and or Setex Customer.  
	X
	

	17
	Participate and support Program Development Team meetings and design reviews as required by SETEX/TSE.
	
	X

	18
	Report design and open issue status / resolution in support of design meetings
	
	X

	19
	Utilize TSE or SETEX customers dimensioning and tolerance procedures 
	
	X

	20
	Define and identify critical characteristics (CC) & significant characteristics (SC)
	
	X

	21
	Prepare and manage master design layouts 
	X
	

	22
	Prepare and manage design detail drawings in TSE / SETEX Customer approved format
	X
	

	23
	Prepare installation drawings TSE / SETEX Customer approved format
	X
	

	24
	Provide manufacturing feasibility sign-off and manufacturing engineering support
	X
	

	25
	Provide prototype parts according to agreed schedules for design aid, laboratory test, workhorse builds, prototypes, & test requirements
	X
	

	26
	Provide build and parts requirements schedules
	X
	

	27
	Provide and update design Finite Element Analysis (FEA) and engineering simulations including input data files as required by SETEX/TSE.
	X
	

	28
	Supplier must ensure that component parts function and perform in / as a complete system—IE) must ensure that sub-system integration supports system efforts, retention, and performance requirements are achieved
	B
	B

	29
	Supplier responsible to unconditionally satisfy Components/Subsystem Technical Specification and Statement of Requirements for product performance at a component level as well as in a system complete environment
	B
	B


	Element
	DESIGN and DEVELOPMENT (CONTINUED)
	TSE /Setex
	Supplier

	30
	Supplier must manage Development and Validation test programs and provide test reports and any supporting documentation as required by TSE/SETEX.
	B
	B

	31
	Participate with SETEX/TSE to develop Geometric Dimensioning & Tolerancing  (GD&T) strategy
	X
	

	32
	Supplier must submit drawings and models in a software version that TSE/SETEX uses at the time of the submission.  Supplier to provide solid models if requested by TSE/SETEX.
	X
	

	33
	Components must provide robust attachment / integration to seat complete and meet all seat complete durability requirements
	X
	

	34
	Parts must meet all applicable “homologation” requirements.
	X
	

	35
	Provide math data in support of virtual builds according to TSE/SETEX schedule.
	X
	

	36
	Supplier must develop, maintain and comply with packaging drawing requirements as directed by TSE/SETEX.
	
	X

	37
	Prototypes must be production level design intent and fabricated from production type tooling to meet SETEX Customer’s initial development event and the remaining development and production events.
	X
	

	38
	Provide meshed models to TSE/SETEX if required.
	X
	

	39
	All design changes are to be initiated by the governing DFMEA and must be supported with appropriate Engineering studies.
	X
	

	40
	Supplier to keep latest level of each part  (historical physical sample) for TSE and SETEX to reference at all times.
	
	X

	41
	Prepare installation sketches if necessary
	X
	

	42
	Supplier components/sub-systems must meet TSE/SETEX and SETEX customer expectations for craftsmanship, quality of feel, quality of performance, quality of function, quality of noise, and quality of appearance.
	
	X

	43
	Manage sub-suppliers
	
	X

	44
	Provide all outputs to TSE/SETEX program team in English
	
	X

	45
	Fit and Finish Charts
	X
	

	46
	Main design activity will be conducted either in the USA or Japan. Suppliers need to support/participate in the Design Activity on-site in both sites as requested by TSE/SETEX.  Also, co-location design and engineering support will be required when requested by TSE/SETEX.
	X
	

	47
	All component materials must meet TSE/SETEX and SETEX customer approval as approved materials with approved materials specifications.
	
	X


Statement of Work (Attachment A) Continued
X=Primary Responsibility
	Element
	MANUFACTURING DEVELOPMENT
	Setex
	Supplier

	1
	Conform with packaging specifications to be negotiated and prescribed by SETEX
	
	X

	2
	Conform with Carrier Routing to be prescribed by SETEX.
	
	X

	3
	Meet AIAG Standards for Labeling and Packaging 
	
	X

	4
	EDI capability for sending and receiving scheduling/shipping information (Required)
	
	X

	5
	Conform with Terms for fabrication and material authorizations
	
	X

	6
	Conform to SETEX shipping requirements
	
	X

	7
	Support manufacturing validation, Event, and Launch builds
	
	X

	8
	Develop, maintain and comply with any Pallet drawing requirements.
	
	X

	9
	Conduct capability runs on each process prior to launch and provide results.
	
	X

	10
	Demonstrate conformance to minimum CpK 
	
	X

	11
	Prototypes must be design intent to the specific level of build from prototype tooling. All material shipments must be preceded with the Quality paperwork and approval from SETEX prior to shipment.  PO Level materials (and downstream events) must be 100% production design intent off of prototype/production tools depending on SETEX customer direction.
	
	X

	12
	Implement complete Statistical Process Control (SPC) in agreed upon areas of the manufacturing process
	
	X

	13
	Develop Process control plans
	
	X

	14
	Develop Dimensional Control plans
	
	X

	15
	Develop SC’s & CC’s. (also see item #20 under Design & Development)
	
	X

	16
	Provide detailed part dimensional data as defined / agreed upon with SETEX for all pre-production build part submissions / requirements
	
	X

	17
	Support Event Builds at intended Tool Maturation Level (See Deliverables)
	X
	


Statement of Work (Attachment A) Continued
X=Primary Responsibility
	Element
	PERFORMANCE REQUIREMENTS
	Setex
	Supplier

	
	Program Management / Quality
	
	

	1
	Complete Advance Product Quality Planning (APQP) plan and timing; conduct review meetings per SETEX APQP format (suppliers for components/ subsystems/ SETEX for seat complete).
	
	X

	2
	Support of all prototype builds and all material requirements 
	
	X

	3
	Keep a supplier launch book as defined by SETEX Program Management
	
	X

	4
	Support Production Part Approval Process (PPAP), Run @ Rate, and Start of Production (SOP) bank build requirements
	
	X

	5
	Must provide QS9000 or TS16949 certification prior to SOP.
	
	X

	6
	Compliance to all Automotive Industry Action Group (AIAG) and QS9000 requirements prior to SOP
	
	X

	7
	Compliance to all SETEX specific requirements. (APQP, Plan/Do/Check/Act (PDCA), Initial Production Part (IPP), Change Point Control, etc.)
	
	X

	8
	Conduct capability runs on each process prior to launch and provide results
	
	X

	9
	Demonstrate conformance to minimum CpK as required by QS9000 & AIAG prior to SOP
	
	X

	10
	Arrange plant visits and facility reviews as requested
	
	X

	11
	Prototype to use prototype/ production intent tooling depending on customer direction
	
	X

	12
	Supplier must comply with Customer specified requirements for prototype releases.
	
	X

	13
	All suppliers must submit a Level III PPAP submission and have applicable quality certification as required. 
	
	X

	14
	Suppliers to meet the agreed upon quality and warranty targets:  Non-conformance will result in supplier charge-backs from SETEX at agreed upon rates.  Based on SETEX NAP terms and conditions.
	
	X

	15
	Competitive teardown analysis for components and sub-assemblies
	
	X

	16
	On-site Co-located personnel as required by SETEX.
	
	X

	17
	Design Responsibility
	
	X

	
	      - Archive 3D CAD data prior to releasing each design level
	
	

	
	     - Drawings shall be furnished at each design level, if necessary. 
	
	

	
	     - CC/SC shall be identified/agreed to by Team
	
	

	
	     - FMEA shall be done at sub-assembly level
	
	

	18
	- Must meet or exceed all of the program requirements stated in the customer Technical Specifications that apply to the component.  Requirements are attached and/or listed on the component drawings. 
	
	X


Statement of Work (Attachment A) Continued
X=Primary Responsibility
	Date
	DELIVERABLES (Task/Dates)

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	

	
	


Target Pricing Detail (Attachment B)
	
	
	
	
	
	Target
	Baseline
	Target

	
	
	Program Volume (year)
	No.
	Wt.
	Price

(at time of quote *)
	Production

	Part
	Part
	Models
	Per
	Per
	Piece
	Tool
	Piece
	Tool

	Number
	Description
	Base
	
	Veh.
	Part
	Price
	Cost
	Price
	Cost

	
	
	
	
	
	(Kg)
	(USD)
	(USD)
	(USD)
	(USD)

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Quote Instructions
	
	

	Element
	Assumptions and Instructions

	1
	General terms and conditions: Quote must state that SETEX terms and conditions are accepted including any attachment defined for this specific component if decided by SETEX.

	2
	Program duration: 5 Years 

	3
	Service parts requirements after end of production: 10 Years

	4
	Price level for service parts: Production Price while parts are being produced for mass production, after mass production build-out a service price will be negotiated.  

	5
	Long Term Agreement (LTA): Productivity and cost reduction program per year starting October 1st of the second year of production.  Normal requirement is 3%, unless otherwise determined by Setex Customer.  

	6
	Currency: USD

	7
	Tooling investment disclosure required: Yes, see Setex Tool Sheet (A)

	8
	Cost break down disclosure required: Yes, Quotes must be submitted on Setex Quotation Form. 

	9
	Volumes accuracy: Total volumes and mix could change. SETEX does not guarantee volume accuracy since it depends on market conditions and OEM’s strategy.

	10
	Packaging type: To be determined by the Setex production facility.

	11
	Packaging cost: Packaging to be included into the Piece Price, unless Setex facility supplies packaging containers. 

	12
	Separate Tooling quote: Yes, must use the Setex Tool Sheet (A) form and include the total on the Setex Quote Form.

	13
	Tooling payment terms: Full payment upon completion of  PPAP and receipt of a properly executed Certification of Insurance. 

	14
	Separate checking fixtures and gauges quote: Yes

	15
	Quote FOB:  Supplier.

	16
	Delivery frequency and timing: As defined by SETEX materials and/or logistics.

	17
	Material lot traceability required: Yes, Container and individual part(s).

	18
	Duties: Included in piece price

	19
	Manufacturing facility: Indicate location, address, distance, and possible routes to SETEX production facility. 


	Element
	Quote Instruction

Assumptions and Instructions

(Continued)



	20
	Secondary operations outsource: As determined and outlined by your Specific Action Plan (SAP).  Process changes during Mass Production must be identified and approved by the Setex production facility.  

	21
	The production piece price: To be utilized for all events, testing, and mass production unless other arrangements were approved.  

	22
	ESTA/SOW required: Yes

	23
	Warranty guidelines: Supplier must meet OEM’s warranty guidelines

	24
	Development and validation requirements: To be managed by the supplier

	25
	SETEX production facility: Setex Canada, Shelburne, Ontario

	26
	Production volume (year): See Target Pricing Detail

	27
	SOP: See ESTA Deliverables

	28
	Development and validation trials: See ESTA Deliverables

	29
	Engineering, Research, & Development (ER&D) and Launch cost: ER&D costs to be compensated by TSE and Launch cost to be considered in overall program costs.   

	30
	Design and engineering support required: Yes, as per the TSE Design schedule. 

	31
	Identification and tracking cost: All labeling, required shipping documents, border fees, duties, or related taxes to be included in the piece price.  



Note: Any quote received previously to this document is used as a reference quote. Final prices and targets will be defined as explained by this document and the supplier commits to support SETEX to achieve those targets.

Volumes shown here refer only to this specific program. However, since SETEX is an affiliate company of TACHI-S, supplier performance and prices achievement will be considered to recommend future business with parent companies in all North America Regions.

Note: If required by SETEX Inc. This document and its contents and requirements may be modified.

    The supplier will be advised of any changes.
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