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RB Royal Industries, Inc.

Supplier Performance Rating Program
Objective
RB Royal Industries, Inc. Supplier Performance Rating Program is designed to improve our supplier base and / or provide feedback to our suppliers regarding their performance.  We will continually improve and provide exceptional service and value to our end customers when working together with our world class suppliers.   The Supplier Performance Rating Program is developed to motivate our suppliers in a positive direction that allows them to service our needs and exceed our expectations.    Together, It’s Royal Power!  
Supplier Performance Rating Program Overview
The Supplier Performance Rating Program is a tool that will provide timely feedback to the suppliers so they are aware of areas of both successes and improvements as they conduct business with RB Royal.  It is fully expected that our selected suppliers will participate in this Supplier Performance Rating Program and comply with its requirements.  We would also expect our world class suppliers to take appropriate action to obtain the highest score possible.

The performance rating period will be calculated monthly.   We will mail the supplier’s rating by the 15th of each month.  As explained in this document, we will send the selected suppliers their performance rating to inform them of their rating and status score.  Should the supplier receive a poor rating (unacceptable), a corrective action will be required

RB Royal Industries is a LEAN manufacturer.  We want our suppliers to partner with us to participate in growing both our businesses through LEAN manufacturing practices such as continuous improvement.  Our Supplier Performance Rating Program will provide the means to become world class together.  
Supplier Performance Rating Program Details

Overall Ratings

Our 2006 Quality Objectives state that 80% of our major suppliers must have a Preferred and/or Acceptable rating – with a minimum of 50% preferred.  
For scoring purposes, the rating system will be as follows:

	        Overall Rating

	  100 - 90
	Preferred

	   89 - 80
	Acceptable

	   79 - 75
	Marginal / Conditional

	   74 -  0
	Unacceptable


There are four categories in our Supplier Performance Rating Program:  Quality, Delivery, Lead-Time and Cost Management.  Each category may allow for additions and / or deductions to the main categories.  Each category has a minimum number of points to earn a preferred status.   A passing score must be obtained in all four categories in order for the supplier to receive the overall Preferred status.  
Rating Categories
As noted above, four (4) categories will be used for the overall rating.  They, along with total points and preferred points, are:

· Quality



Total:  40
Pass:  38
· Delivery 



Total:  30
Pass:  26
· Lead Time



Total:  15
Pass:  13
· Cost Management


Total:  15
Pass:  13
Quality Performance
Total points allowed for this category is forty (40).  Our 2006 Quality Objectives state that our Customer Return PPM should not exceed 400.  This is our Suppliers goal also.  Quality will be measured with respect to parts per million (PPM) and ISO certification and / or equivalent (RB Royal audit, etc.).  Deductions will be incurred for late responses to NCMR's issued and the degree of severity the NCMR created for RB Royal.  Although not part of the rating system, RB Royal will also be debiting supplier $250 for each NCMR created to cover the initial costs of inspection and additional overhead created.  Based on the true costs of quality issues with respect to the NCMR, this may or may not be the only charges taken from the supplier by RB Royal.

A supplier who is issued no NCMR's will have a zero (0) PPM and will be allocated twenty – five (25 points. PPM increases will result in fewer points being awarded.  A scale will be used (below) and will run from the maximum of twenty (25) points to a zero (0) points for a high PPM.  Being ISO certified and / or equivalent is worth fifteen (15) points.  Thus, combined with a zero (0) PPM, the maximum points obtained for these two items is the maximum points allowed for the category, which is forty (40).  
	
	              Quality PPM Scale
	

	
	
	
	
	

	12 Month
	
	
	12 Month
	

	Rolling PPM
	Points
	
	Rolling PPM
	Points

	0-75
	25
	
	1201-1275
	9

	76-150
	24
	
	1276-1350
	8

	151-225
	23
	
	1351-1425
	7

	226-300
	22
	
	1426-1500
	6

	301-375
	21
	
	1501-1575
	5

	376-450
	20
	
	1576-1650
	4

	451-525
	19
	
	1651-1725
	3

	526-600
	18
	
	1726-1800
	2

	601-675
	17
	
	1801-1875
	1

	676-750
	16
	
	1876-1950
	0

	751-825
	15
	
	
	

	826-900
	14
	
	
	

	901-975
	13
	
	
	

	976-1050
	12
	
	
	

	1051-1125
	11
	
	
	

	1126-1200
	10
	
	
	


Deductions will then be made for responses to NCMR's and severity points issued on the NCMR's.   Each late NCMR which has not been approved for extension as requested by the supplier or received on time will receive a deduction of five (5) points for each occurrence.  Total severity points will also be added up for the rating period as they appear on the NCMR and deducted from the quality score.

Delivery Performance

Total points allowed for this category are thirty (30).  Our 2006 Quality Objective goal is to achieve on-time shipping performance of 96% - measured by line item.  This is our suppliers goal also.  For Delivery Performance, on-time delivery will be defined as shipments received at RB Royal two days prior or zero days past the delivery due date confirmed by the supplier. Acknowledgements of purchase orders received from our suppliers are critical to this process.  In order to receive a “preferred”rating status in this category, the supplier will need to obtain a 96% on time delivery performance.  Delivery performance is calculated on total line items divided by line items received on time.  
	
	      Delivery Rating – Points Allocation
	
	

	
	
	
	
	
	
	

	Delivery Percentage Range
	
	Delivery Percentage Range

	
	
	
	
	
	
	

	From
	To
	Points
	
	From
	To
	Points

	100.000
	100.000
	30
	
	86.000
	86.999
	16

	99.000
	99.999
	29
	
	85.000
	85.999
	15

	98.000
	98.999
	28
	
	84.000
	84.999
	14

	97.000
	97.999
	27
	
	83.000
	83.999
	13

	96.000
	96.999
	26
	
	82.000
	82.999
	12

	95.000
	95.999
	25
	
	81.000
	81.999
	11

	94.000
	94.999
	24
	
	80.000
	80.999
	10

	93.000
	93.999
	23
	
	79.000
	79.999
	9

	92.000
	92.999
	22
	
	78.000
	78.999
	8

	91.000
	91.999
	21
	
	77.000
	77.999
	7

	90.000
	90.999
	20
	
	76.000
	76.999
	5

	89.000
	89.999
	19
	
	75.000
	75.999
	3

	88.000
	88.999
	18
	
	74.000
	0
	0

	87.000
	87.999
	17
	
	
	
	


Lead Time Performance
Total points allowed for this category are fifteen (15).  Your goal is to have an average lead-time of 5 working days (from time of order to receipt in-house at RB Royal.)   Suppliers will be given additional points or a deduction in points based on product lead-time increases / decreases.  The supplier will be required to notify RB Royal of all lead-time changes.  With each supplier rating, RB Royal will submit the lead times that are in our system for each item that you are listed as the primary supplier.  Suppliers need to review this list, make corrections, and resubmit back to RB Royal with any changes.  

Goal is 
5 Days = 15 points

10 Days = 5 points



6 Days = 13 points

11 Days = 3 points



7 Days = 11 points

12 Days = 1 point



8 Days =  9 points



9 Days =  7 points

Cost Management Performance
Total points allowed for this category are fifteen (15).  The suppliers cost management rating will be based on the actual price paid compared to our standard cost.  (PPV)  Suppliers will receive additional points for price decreases and a zero points for price increases.  Price increases will be rejected upon receipt and will require full justification in writing from the supplier.  The proposed price change must include a calculated impact of the change based on estimated annualized spend (current pricing) compared to the new estimated annualized spend (proposed pricing).  RB Royal sets their standard costs November 1st for the upcoming year.  Our standards are firm for the duration of a one year period.  We expect our suppliers to (at a minimum) maintain prices for a one year period.  
Two additional points (each)  will then be added for offering RB Royal:

Kanban, Reduced lot sizes, Prepaid freight terms, Extended Payment terms of 60 days + 2% discount, and/or Vendor Managed Inventories.   
Thank you for participating in the RB Royal Supplier Performance Rating Program!
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