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Source: Warranty Week

Over the 8-1/2 years covered by
the chart, the ratio between the
OEMs' accruals and their
suppliers accruals has averaged
85% to 15%.

But again, as with claims, there's
been a decided shift towards the
suppliers. In the past 10
quarters, the ratio has been
closer to 80%/20%.

By helping others succeed, we
bring out the best in ourselves.



Automotive Warranty-
Current Environment

“In other words, the suppliers are paying a
greater share of the total, or more precisely,
the OEMs are becoming more successful in
their efforts to shift a greater portion of
warranty costs to their suppliers.”

Warranty Week 22-Sep-11

By helping others succeed, we

Michael Hirt / _
10-Nov-11 bring out the best in ourselves.
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Warranty Council Tools

Principals of Warranty Analysis & Management

First guide lines for

Warranty flow Provided framework
between Automotive for additional
Customers and Warranty tools
Suppliers

Michael Hirt By helping others succeed, we
10-Nov-11 bring out the best in ourselves.
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Warranty Council Tools

Principals of
Warranty Provided framework for additional Warranty

Analysis & tools
Management

CQal-14

Concentric

Warranty
Management

Michael Hirt By helping others §ucceed, we
10-Nov-11 bring out the best in ourselves.
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y

NTF Assistance

Review Manual Phase 6
Section 6.6

Review NTF Case Studies
Appendix v

Apply NTF Decision Tree
See Figure 9 Fold out

y

Implement Lessons Learned

By helping others succeed, we
bring out the best in ourselves.
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« Establishing the baseline: o
Introduction to Warranty  Containing Warranty: Post-start

« Consumer Events and Dealership of Produ_ct|on
Activities  Preventing Future Warranty

. Proactive Prevention: Lessons  EYENts: Actions/Solutions

Learned in Pre-Program  Continuous Improvement:
Activities Institutionalizing the Process

 Implementing Lessons
Learned: Advance Product

e _

Michael Hirt By helping others §ucceed, we
10-Nov-11 bring out the best in ourselves.
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1.2 Senior Management
(Process owners: Management)

Consumar-Ceantric Warrante Manapament is intendad to assist organizations to improve theirwarranty
procasses through praventive activitias, with raducad incidant rate risk and improved effactivensss of
claim rapairs. OEM s and Tisr 1 supplisrs have not previously provided clear and consistant diraction on
tha warranty managsment procass, impeding the collsboration nacessarvto sffactivelyand quickly
improve warranty performance.

A paradigm shift froma cost-focused process to a warranty incidant rate raduction svstem is raquired for
the organization, its parmers and the industrvas 8 whols to significantly improve performance through
collaborative efforts. The project team belisves the ownarship ofthis pamdigm shift is with the Senior
Nlanagement of the valus chain organizations.

Improvement in performancs raquirss the astablishment of an organization wids process; and measures to
gaugs effactivensss and applicability. The project team determinad that the best wav to achizrs
succassiul implementation of the CQI-14 gnidalins through ot the industre was to have organizations
perform self-assassmeant andits to the CQI-14 suidaline. The fundamental appreachthis docurment takas
is dafining a process of bast practicas that is praventive risk reduction focused to reduceths incidant rates.

Thea appropriats roles and responsibilitiss withinthe organization alsonssdto be dafinad. The activitias
will tvpically invelve eross functional teams . In zach of thass cases, Seniorhlanasamant can graatly
influencsa the activitizs bv monitoring the warrantv process, the meanws of effactivensss andlzading tha
cultural changs to being consumear-cantric driven

Thea continuous inprovemant FDCA quality approach raquires relentlass pursnit of root causs
determination and implemantation of cormeetive actions that builds the Lessons Leamed into futurs
programs and "Look Across” opportmitiss. Footcause gnalysis of events that do occur are critical andas
studies haveshowm No Troubls Found (INTF) can be the most challengine of thase. A strategy onhow to
addrass NTFsis providadin this document. Warranty managsment and problem solvine doss raguirs
rasources to conduct thess activitias.

Yearly improvamsent targets, prafarably with the organization's partners, should be set by managsment
and pursusd with perodic manspsment ravisws to support these improvement projects. The CQI-14
assessment conductad ona vearlvbasis, will allow continuous ineremental improvemants that will not
only improve customer satisfaction but will ultimataly drive lowear costs for the organization.

The succass of an organization’s ability to manaes its warranty performancs will therafors be drivenby
the Senior Managsment ofthat organization. Through implemantation ofan effactive procass, active
participation in tha setting and monitoring of warranty metrics and the astablishment of rasouress,
training and clear rolas andresponsibilitias, succassful parfermances and 8 consumer-centric warramty
culture is possibla. This Asseszment Tool is intendadto assist SeniorhManapemant in achisving thase
objactivas.

By helping others succeed, we
bring out the best in ourselves.
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The success of an organization’s ability to manage
Its warranty performance will therefore be driven by
the Senior Management of that organization.
Through implementation of an effective process,
active participation in the setting and monitoring of
warranty metrics and the establishment of
resources, training and clear roles and
responsibilities, successful performance and a
consumer-centric warranty culture is possible.
This Assessment Tool is intended to assist Senior
Management in achieving these objectives.

Michael Hirt By helping others _succeed, we
10-Nov-11 bring out the best in ourselves.
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The organization regularly carries out on-going assessment of its
warranty management culture and identifies opportunities for
improvement

The organization shares warranty performance metrics with

employees, customers and supply chain as an indication of the
commitment to reduce incident rates

The organization's management provides a supportive
environment, and resources, at all levels, for employees to be

Consumer-Centric focused to achieve reductions in warranty
incident rates

The whole organization must be engaged and supported by Sr. Management

Michael Hirt B;_/ helping others _succeed, we
10-Nov-11 bring out the best in ourselves.
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« Management tool allows organization to quantify the warranty
process

 |dentify gaps
 |dentify areas for improvement

« Develop a plan to continuously improve the warranty process and
assess effectiveness

« Advances consumer satisfaction and continuous warranty
Improvement

» Focus efforts in areas the organization thinks will reduce warranty
incident rates

Michael Hirt By helping others _succeed, we
10-Nov-11 bring out the best in ourselves.
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Assessment Tool Scoring Summary
For Consumer-Centric Warranty Management Assessment

Phase 1: Management Introduction to Warranty Score:

Phase 1: Establishing the Baseline:Introduction to Warranty Score:

Phase 2: Consumer Event and the Dealership Activities Score:

Phase 3: Proactive Prevention: Lesson's Learned in Pre-Program Activities Score:

Phase 4: Implementing the Lessons Learned: Advanced Product Quality Planning (APQP) Score:
Phase 5: Containing Warranty Issues: Post-Start of Production Score:

Phase 6: Preventing Future Warranty Events: Actions/Solutions Score:

Phase 7: Continuous Improvement: Institutionalize the Process Score:

Implementation Assessment Score:

Effectiveness Assessment of Warranty Management Program Score:

Phase 1: Management Introduction to Warranty Score:

Phase 1: Establishing the Baseline:Introduction to Warranty Score:

Phase 3: Proactive Prevention: Lesson's Learned in Pre-Program Activities Score:

Phase 4: Implementing the Lessons Learned: Advanced Product Quality Planning (APQP) Score:
Phase 5: Containing Warranty Issues: Post-Start of Production Score:

Phase 6: Preventing Future Warranty Events: Actions/Solutions Score:

Phase 7: Continuous Improvement: Institutionalize the Process Score:

Implementation Assessment Score:

Effectiveness Assessment of Warranty Management Program Score:

Michael Hirt By helping others §ucceed, we
10-Nov-11 bring out the best in ourselves.
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Consumer-Centric Warranty Management Assessment

Warranty Management Culture

Number |

Consumer-Centric Warranty Management Assessment

Process Assessment
Phase 0. Establishing the Baseline: Introduction to Warranty

Circumstance or Condition | Finding Observation | Score05 | Number Circumstance or Condition Finding Observation

Score05
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Scoring System — Methodology and Definitions

Frequency

Definition

Never

No documented system or process exists or exists at a very minimal level with incomplete
or no documentation ; system never utilized/applied.

Very Rarely

System or process exists and is documented, but is rarely applied

Sometimes

System or process exists and is documented, but is inconsistently applied.

Often

System or process exists with complete documentation and is consistently applied over
time, however effectiveness is not clearly measured

Usually

Robust system or process exists with complete documentation, is consistently applied
over time and is directly linked to internal measures or KPI's. (Key Process Indicators)

Almost Always

Benchmark level process. System is fully documented, consistently applied over time with
clear measures and has demonstrated closed loop, continuous improvement
(effectiveness) from program to program.

identify gaps between the best-in-class, recommended practices and current state.

Michael Hirt

10-Nov-11
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Michael Hirt By helping others §ucceed, we
10-Nov-11 bring out the best in ourselves.
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The greatest opportunity to implement
Improvements is during the development phase —
design, material, process, handling, assembly,
service procedure and tools are still flexible to
change until reaching PPAP

Decisions made during development will
ultimately affect warranty performance

Michael Hirt B)_/ helping others _succeed, we
10-Nov-11 bring out the best in ourselves.
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Figure 2: Warranty Management Process
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Warranty

« Warranty Management goes beyond
the warranty event and subsequent
countermeasure action

Fast determination of root cause and
time to correction are important
measures and is where most warranty
management activity is focused

Driving Consumer satisfaction is equally
about preventive steps to reduce risk of
an event

Consumer-Centric focuses on both

preventive steps as well as when events

Ooccur

Key is driving Lessons Learned into
preventive practices to drive incident

rate reduction

By helping others succeed, we
bring out the best in ourselves.
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*Sr. management must engage the whole organization to implement a
warranty mgmt. process and change the culture

*Use CQI-14 and the Assessment Tool to determine areas for
improvement

*\Warranty is not just how to resolve a field claim, it is about the learning
process from problem solving and building that into like
products/materials/processes and integrating in to the next program to
avoid field claims — improve the product development process
sUnderstand contractual obligations and understand the risk before
beginning a program — make informed business decisions and
identify/implement mitigation activity

sParticipate in Industry Organizations such as OESA/AIAG to increase
the supply community to speak as one and improve the process

Michael Hirt B)_/ helping others _succeed, we
10-Nov-11 bring out the best in ourselves.



Automotive Warranty-
The role of the Supplier

Managing warranty risks will be a long journey —
working together will help change the industry
culture — all parts of the organization will need to be
engaged as well as with common Industry Voices

Michael Hirt B)_/ helping others _succeed, we
10-Nov-11 bring out the best in ourselves.
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- - Nov. 17,
 Formal Training o1l
— Developed by the Apr. 19,
team that revised the 2012
Jun. 14,
document 015
— Provides complete Sep. 13,
review of standard and 2012
expectations

— Presented by AIAG

Southfield,

Ml

Southfield,

Ml

Southfield,

Ml

Southfield,

Ml

8:00 AM -
5:00 PM

8:00 AM -
5:00 PM

8:00 AM -
5:00 PM

8:00 AM -
5:00 PM

AIAG

The catalyst for peak performance

Michael Hirt
10-Nov-11

By helping others succeed, we
bring out the best in ourselves.



Three Things

* Risk reduction, Preventative activities to reduce Incident
rate through Consumer Concentric Warranty
Management.

 The assessment tool to measure and improve the
Warranty Management Process- Change Culture!

« Sr. Management needs to be involved and drive
Improvement.

Increase consumer satisfaction through a paradigm shift that focuses on
incident rate reduction and more effective claim resolution.

Product Development activity is integral to this success!

Michael Hirt B)_/ helping others _succeed, we
13-Mar-08 bring out the best in ourselves.



Thank you

What questions can
| answer ?7?7?

Michael Hirt By helping others succeed, we
10-Nov-11 bring out the best in ourselves.



