Supp ly Agreement for Sub-Contractors and
Raw Material Suppliers

P O Box 4200
Pietermaritzburg
3200
Tel: 27 33 3872331
1. Purpose Fax: 27 33 3872331

The purpose of this document is to set out the conditions, parameters, strategy
and ethics by which purchases will be carried out. It is intended to clarify all
aspects of the supply chain to enable a better understanding a to foster an
environment of continuos improvement leading to a more efficient end process.

2. _Scope

The purchase of raw materials and sub-contract operations are covered by this document.

3. Contents

A: Conditions of purchase

B: Supply demand and forecasts
C: Payment conditions

D: Quality requirements

4. Responsibility

It is the responsibility of the Managing Director and the Quality Manager to update and distribute
this document.

5. Distribution

This document is distributed to
Managing Director

Quality Manager

Stores Manager

Selected Suppliers
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A. Conditions of Purchase

1. Purchase Philosophy

The good relationships with our suppliers are a valuable company asset. We aim to promote a
program of total quality and sound business partnerships with all of our suppliers. We seek to
establish lasting and close working relationships based on mutual trust and co- operation with a
commitment to continuos improvement with reliable suppliers who value our business.

2. Regulatory Requirements

Suppliers are expected determine which regulatory requirements are applicable to their
business and products ,and adhere to these regulations. Should any supplier be found to not be
complying he will be give the opportunity to rectify this, not withstanding this all future business
will be cancelled. In this regard Webroy will assist where ever possible.

3. Purchase Orders

All orders will be made out using the Webroy Computer System. No verbal orders must be
accepted. The purchase order must clearly state the order number, product and quantity
required, the price and required delivery date. These orders must be immediately checked by
the supplier and any discrepancy in price or possible late delivery must be notified to Webroy If
this is not done it will be expected that the products be delivered on time at the stated price.

4. Packaging, Freight and Delivery
Unless otherwise agreed pricing of products will include packing and must protect the product
while in transit. Should freight be charged for separately, the responsibility to ensure that the
products are delivered timorously and in good condition remains with the supplier. It is a
requirement that 100% on-time delivery is achieved.
To assist in speedy processing the following must be provide with the delivery:
The Webroy order must be clearly depicted on the Tax Invoice and/or delivery note.

The documents must clearly describe the goods
Goods sold by weight are purchased by net weight only and the delivery note/ invoice
must display this value.

5. Tooling Issued or Purchased by Webroy for use at Supplier

This tooling is to be clearly identified as being owed by Webroy and which part it is used to
manufacture. A tooling register will be maintained showing the usage and condition of the tool.
The tooling is to be stored in a suitable area and maintained ready for production.

Should any repairs be required Webroy must be notified and any cost to Webroy be negotiated
prior to the work commencing. Tools that are not in use are to be returned to Webroy.

6. Free Issue Materials

Should it be negotiated for Webroy to free issue materials to the sub- contractor, the sub-
contractor shall be fully responsible for such material.

This shall include:
Proper storage.
Stock records.
Protection against deterioration (i.e. rust).
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Insurance against loss or damage.
Return to Webroy on completion.
Ordering of new stocks from Webroy.
Any loss, damage or wastage will be charged to the supplier at replacement cost plus 20%.

Price Increases

Price increases are to be kept to a minimum. Webroy is a supplier to the Automotive Industry
that has very stringent policies in place to reduce costs. Any excessive increase will lead to the
re-sourcing of the product and the consequent loss of business to Webroy and its suppliers.

If, after all possible avenues of savings have been exhausted, and an increase is still be
required, a 2 month notice is required. This notice must be in writing arid must be specific to
each product supplied. While a notice of general increase is part of the preparations, no
increase can be negotiated until the final amount is known.

Whilst it is Webroy's intention not to change supplier, an increase may force alternate supplies
to be located. If this does occur, the current supplier will be given every opportunity to rectify the
situation. Any clearly defined and committed stocks will also be used at the old price, before any
change is made.

. Supply Demand and Forecasts

C.

Stock Holdings

Depending on the product being purchased the supplier may be requested to hold certain stock.
This stock will be used by Webroy over a period of time or purchased from the supplier should
they no longer be required. It would however be the responsibility of the supplier to have such
records to substantiate the purchase.

Forecasts

Webroy runs a computer program to net of their material requirement, The forecast from these
reports can be made available to the supplier, but it should be noted that they are only forecasts
and the supplier should confirm any sudden changes in demand that could be due to data
errors. These forecasts are made available to assist with purchasing, and stock levels at the
supplier.

Payment Conditions

10.

11.

Settlement Discount

It is normal for Webroy to take a 2-5% settlement discount for early settlement. This
arrangement may vary from supplier to supplier depending on the prevail conditions. It must
be stressed that suppliers who accept settlement discounts will receive payments earlier.

Documentation

So as not to delay any payments suppliers must ensure that all documents accompany each
delivery and must be clearly labeled to prevent them being lost .These documents include any
quality documents such as certificates of compliance and analysis, invoice and/or delivery
notes. Suppliers must ensure they have a clear signature and stamp from the stores personal
to ensure Proof of Delivery.
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Quality Requirements

12.

13.

14.

15.

16.

Approval of Supplier

All suppliers will be evaluated to determine their suitability of supply. This evaluation wilt
Include quality, price and delivery reliability The Quality Manger in conjunction with the
Managing Director will conduct the approval process.

Evaluation of Performance
Each supply will be monitored monthly to determine their quality PPM and on-time delivery.
Every quarter the supplier will be advised of their performance.

Accreditation
It is Webroy's stated intention to assist all suppliers to achieve ISO 9002 accreditation. Whilst
this is not a prerequisite, preference will be given to accredited suppliers.

Verification of Produ cts

Should it be necessary to verify the product at the suppliers premise Webroy and its customer
shall have full access to the supplier’s process and test facilities. Webroy shall give the
supplier warning of any such visit.

Control of Changes to Processes
The supplier shall proactively communicate with Webroy any change that may impact product
quality. Written notification must be sent to Webroy before any of the following can be
implemented:

Proposed material changes.

Proposed process changes.

Proposed manufacturing location changes.

The supplier must also communicate any supplier issues and potential supply or capacity
issues.

Managing Director
Dated: 17 May 2004
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