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MEMA OE Supplier Barometer:
Executive Summary

Supplier Barometer Index (SBI)
SBI Score = 45;

Concerns related to weakness in Profitability remains in positive
up from Q1 level of 43 the U.S. economy accelerated territory for the industry on a
from prior quarter overtaking 12-month basis despite
poor sales in programs supplied declining on average over the
as the leading threat to the past month due to a slowing
\ industry in the coming 12-months. commercial vehicle segment.
Concern with changes in Costs continue to rise, on both a
government frade policies and the year-over-year and month-
The outlook for the second quarter of implementation of new over-month basis.
2024 continues to reflect industry government regulations grew from
pressures, for the nineth straight prior quarter. ° Suppliers are focused on
quarter of building pessimism on net. Suppliers indicate risks from labor capitalizing on ICE and Hybrid
Firms with revenue less than $50 mils. constraints, higher interest rates, programs as customers
roduction shutdowns due to downgrade their outlook for
were the only cohort that showed net P L BEV
.. , . supply chain issues and the S.
Ophmlsm’ Whlle the OUHOOk Conhnued |nc1b|||fy to fulfill customer volumes MGHY Supp“ers mention an
to deteriorate for larger firms. continue to improve from the aggressive business conquest
Commercial vehicle suppliers (47) are beginning of the year. strategy as their competition
less pessimistic about the 12-months continues fo struggle.

ahead in comparison to their light
vehicle counterparts (45)
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MEMA OE Supplier Barometer:
Executive Summary

—

There is growing concern from suppliers about the risk of
stranded capital due to underperforming programs and
regulatory impacts.

Suppliers have responded by making claims and negotiating
with customers for relief, reduced or delayed CAPEX, and
are seeking new business or reallocating capacity elsewhere
when feasible.

Despite continued pressures and fallout from the UAW
strikes, sub-tier supplier distress eased in 2023 and into
2024, albeit from elevated levels.

Both light and commercial vehicle suppliers witnessed
slowing rates of distress while commercial vehicle suppliers
witnessed a net improvement throughout this year.

The percentage of sub-tier suppliers on “watch” fell to 3.2%
on average, down from 4.0% in 2023.

The most concerning system area for sourcing is EV
propulsion and semiconductor concern.

Over the past year, dual or multiple sourcing for
components increased on net from supplier customers by
28% and down through the supply chain by 38%, nearly

I B B identical as last year.
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Localization efforts continue in compliance with USMCA.

Suppliers have witnessed a continued effort by customers fo localize
production as they attempt to comply with the standards in place from
USMCA.

Consequently, suppliers themselves look to localize within their own
supply base in order to provide compliance value to their customers
and minimize risk exposure from geopolitical events, with 46% of
responses showing at least a minimal increase in localization efforts.

However, suppliers are running into labor/talent, cost and capacity
issues in their localization efforts, coupled with customers’ being
unwilling to pay for local content.

Formal sustainability plans primarily have had little impact in
securing new business or generating new business.

Most suppliers are concerned with unforeseen costs in fulfilling their
customers sustainability requirements and the lack of clarity surrounding
them.

Suppliers biggest sustainability wins over the prior year were centered
around clean energy usage, efficiency, recycling and waste reduction.
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MEMA OE Supplier Barometer:
Q2 2024 Results

Describe the general twelve-month outlook for your business. Over the past three months, has your opinion become...?

Current Supplier Outlook (Share of Respondents) Supplier Barometer Index: (SBI and 6m Average)
0% 20% 40% 60% 80% 100% 90
SBI
80 Semico.nfiuc’ror
Q12024 33% | 422 w43 70 Crisis
60
22024 32% 38% 5%
Q | 45 50 ” ‘ 45*
Collapse
- il vl
a0 |LLLLLL t |
I WLl COVID-19
Light Vehicle 28% ‘ 39% 45 20 Crisis Ty Pandemic
10 Begins Grexit Crisis I 1
Commercial O O = N ™ ¥ 0w O N 0 0O O g N o %
. 39% 35% © 5 © 5 S S S 5 8 o 9 o o
Vehicle | | v R EEEEEEEE RN
B Significantly more optimistic 119 Responses
B Somewhat more optimistic =SBl 6m Avg P
O Unchanged . . .
m Somewhat more pessimistic *Data prior to 2024 Light Vehicle Only
B Significantly more pessimistic

The outlook for the second quarter improved 2 points from the first quarter of 2023 to a level of 45,
but marks nine consecutive quarters of building pessimism.
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MEMA OE Supplier Barometer:
Q2 2024 Results by Revenue

Describe the general twelve-month outlook for your business. Over the past three months, has your opinion become...?

Q“S"”er'y 50.0 51.9 475 317 47.5 46.2 39.6 50.0 37.0 44.9
BI A Feb. May Feb. May Feb. May Feb. May Feb. May
100% 4% 8% 2% |
90% 23% 277
31% ° 36%
80% 30% 40% 37%
50% B Significantly more pessimistic
70% 50% o g Y p
60% @ Somewhat more pessimistic
N 46% <5
50% | 38% 359 0% 27% O Unchanged
40% 12% 41% o
B Somewhat more opfimistic
30% 27% 42% 31%
207, 27% m Significantly more optimistic
31% 31% 30% 30% 36%
10% 20%
13% 13%
8% 8%
o% E3
<$50 $50-$150 $151-$500 $501 million - >$1
million million million $1 billion billion

The outlook is mixed based on firm size. Suppliers with revenue between $50-150 mils. showed the largest
decline in their outlook while suppliers with revenue greater than $500 mils. had the biggest improvement.
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MEMA OE Supplier Barometer: 7
Industry Threats [Results

What are the greatest threats to the industry over the next 12 months?

Weighted Average
Feb. LV Ccv

4.2 4.0

0% 20% 40% 60% 80% 100%

Weakness in the U.S. Economy

»
o

Poor sales of vehicles in programs supplied

4.1 4.0 4.6

Changes in government trade policy

5.7 4.6 4.5

Implementation of new government regulations

55 52 4.6

SR

External "black swan" event (geopolitical, natural disaster, efc.)

&)
-

50 5.1 55

Labor availability constraints

52 53 5.8

Likelihood of higher interest rates

52 54 57

Production shutdowns due fo supply chain shortages and issues

HleE

57 58 6.2

Inability to fulfill customer volumes
(component and raw material shortages)

B 1=CGreatest Threat B2 B3 E4 05 06 @7 B8 E9 mM10=Smallest Threat

o
N

6.5 6.4 6.7

Economic weakness and poor sales of programs supplied are the greatest 12-month threats to the industry.
Industry threats that have plagued suppliers for years continue to improve.
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MEMA OE Supplier Barometer:
Industry Indicators

For the following indicators, please indicate what change, if any,
your company has experienced over the following time frames.

Total Industr Light Vehicle Commercial Vehicle

12-Month 1-Month 12-Month 1-Month 12-Month 1-Month

Chg. Chg. Chg. Chg. Chg. Chg.

Profitability 56 47 54 51 54 45
New orders 51 47 53 52 41 38
Production 54 49 56 55 48 45
Employment 49 45 51 48 48 42
Supplier Deliveries 60 54 60 59 58 57
Inventories 55 59 57 56 58 55
Customers' Inventories 67 66 70 72 58 61
Costs 84 69 84 81 81 75
Backlog of Orders 37 42 39 39 31 31
Imports 48 51 52 52 11 141
New Export Orders 50 48 52 51 49 46

Diffusion Index = X (% Responding Decelerated x 0, % Responding Unchanged x 50, % Responding Accelerated x 100)
Lower Limit = 0

Neutral = 50

Upper Limit =100

Profitability remains in positive territory for the industry on a 12-month basis despite declining
on average over the past month due to a slowing commercial vehicle segment.
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MEMA OE Supplier Barometer:
Current Opportunities

Based on the current business environment, what do you believe your biggest opportunities are at the moment?

ICE Market A 25%
20%

Comments (Selected):
Business conquest/consolodation

ZEV Market

‘

o

* Noft alof of big opportunities af present, especially as OEMs delay
programs. Focus today is on current production supply and
17% finding ways o reduce cost.

17%

[og
59

[es
9

Diversification

Near/Re-shoring w 14% * The shift to low emission & ZEV (BEV, Fuel Cell, and PHEV) will
Grow customer base m - provide significant opportunity to update technology within our
N 12% commodity, therefore attracting new customers and uses for our
Cost reductions/improved productivity |Gt - products.

!
¥
N
B

Partnerships Continued growth in adjacent markets (to automotive) as well as

within pass car auto with customers with which we have minimal
business currently.

F

Technology offerings/innovation 12%

Restructuring -3%%
ver " Garuption introotes capact, pastoned for greetet relurns e
Preparing for demand surge b 8% * Anticipating upcycle in advance of 2027 EPA mandates
0% 10% 20% 30%

B Light Vehicle B Commercial Vehicle

Financially stable suppliers are seeking to take over business from their struggling competitors.
Many suppliers expect volume growth from the BEV segment and new customers.
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10

MEMA OE Supplier Barometer:
Risk of Stranded Capital

How concerned is your company about the risk of stranded  How has your company responded to its risk assessment of
capital due to underperforming programs and regulatory stranded capital?

impacts over the following timeframes?
A o w50 Negoiating with customers NN 35
o o /o /o ] o
90% o 15% 45 CAPEX reductions/delays || GGc0;@ 142
80% o 27% 30% ‘ . o
A o 40 Seeking new business - 9%
70% 48% . :
15 Reallocating capacity - 7%
60% .
0% - Strategic capital investment structure - 7%
° 2.9 '
204, - 459, Reducing inventories - 7%
) -25 43% ° 2.5
30 s Diversification - 5%
oA : , 22% 45% | 20 .
20% 22% Mfg. footprint changes [} 4%
. 15% 16% . g 15
10% = 1522 Volume assumption discounting [} 2%
0% T : 0 ' . .
Total Light Commerical Total Light Commerical Refusmg new business l 2%
Industry Vehicle Vehicle Industry Vehicle Vehicle
[¢) O, 0O, O, O,
Past 12-months Coming 12-months 0% 10% 20% 30% 40%
B 5=Utmost concern O 4=Substantial concern
O 3=Moderate concern B 2=Minimal concern
W 1=No concern LI wtd. Avg. (Rt. Axis)
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12

Supply Chain:
Sub-tier Supplier Distress

Considering your North American production facilities, over the following periods, have you witnessed an increase in
distress within your global supply base?

100% 3% | 5.0
. =Significant Decrease in Supplier
90% 16% Distress
5 4.5
80% o 29%
’ 40% 40 e 2=Slight Decrease in Supplier
45% : i
70% — 46% Distress
60% > 35 1 3=No Change
- L
- S~<lo ]3] ~<~<[31] 55%
50% 50% 499 S a-. 3.0
C o 48% 26% = 4=Slight Increase in Supplier Distress
40%
5 2.5
31% 30%
30% 20 s 5=Significant Increase in Supplier
N : Distress
20% 15% 26%
1% 24%
10% 54 21% 16% 19% 15 e Wid. Avg. (R. Axis)
o 10%
9%
0% 1.0
During During During  Year-fo- During  Year-fo- During  Year-fo-
2021 2022 2023 Date 2024 2023 Date 2024 2023 Date 2024
Light Vehicle Commercial Vehicle
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Supply Chain:
Direct Supplier Risk

What percent of your global direct material suppliers are What is the primary reason companies are being added to
currently on your "watch list?" or continuing on the supplier “watch list?”
100% 7.0%
Financial
90% .
6.0% metrics
80%
70% 50% Delivery
performance
o0% — 3‘1@@.0% T 4.0% :
509 17% < 339 Sk COIOTC'C.”K
3.2% o constraints 20%
409 | . 3.0%
> O’ 0%
30% — 29% o 2 0% Quality
20% —]
o o o 1.0%
10% o ) / / 6% Management
- O’ related
0% - 0.0%
2022 2023 YTD 2024 Light Commercial 0% 10% 20% 30% 40% 50%
Vehicle Vehicle
m— None — 12, - 2% — 3% - 5% Percent of Respondents
E==6%-8% 8% = ====- Wid. Avg.* (Rt. Axis) B Tofal B Light Vehicle B Commercial Vehicle

*Assumes mid-point of each range, greater than 8% equals 10%
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Supply Chain:
Supply Chain Risk

What is your greatest supply chain risk in meeting customer Comments:
production requirements?

Inaccurate customer release 55% * Detroit 3 OEM's release volatility is at an all-fime high. They no longer honor 2-
schedules/volumes 5802% week firm forecasts and will literally just not show up with a truck to pick-up, with
: no notfice. The entire industry would save a lot of money if the OEM's would level
load their schedules like Toyota comes close fo doing.

Sub-tier financial distress

» Tier suppliers with shared capacity have in some cases reallocated to others

Logistics delays during lower production periods, ramp up is challenging.

»  Customers turn on/off production with litfle warning and the "caterpillar" effect

Capacity piles up as supply chain is long

*  OEM schedule changes due to doubt about EV sales shifting back to ICE sales is

Input good shortages the primary driver.

* Itis unclear of the pricing demands are truly based on distressed suppliers or

Other simply improving profit margins. It is likely both.
* Suppliers have also been very careful in capacity expansions or increases.

Freight Premium/Expedition

Other:
0% 10% 20% 30% 40% 50% 60% *  Costincreases from suppliers (2)
*  Mexico border and port constraints and closures
Percent of Respondents *  Workforce Labor (operators)
* Quality
B Totfal B Light Vehicle E Commercial Vehicle + None
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Supply Chain:
Sourcing Constraints

Considering the North American marketplace, for each of the following system
areas, select your level of concern in having future sourcing constraints to meet

customer demand.

0% 20% 40% 60% 80% 100% Total

EV Propulsion | I I I I I 2.6
Semiconductors 2.5
Electrical/Electronics 2.3
Hybrid Powertrain 2.0
Powertrain (ICE) 1.9
Chassis 1.9

Interior 1.7

Other 23% 17

Exterior 9%37 1.6

HVAC 8% 1.4

B 1=No Concern

B 3=Moderate Concern

O 2=Minimal Concern

B 4=Significant Concern

Lv

2.6
2.5
2.3
2.0
1.9
1.8
1.7
1.6
1.6
1.5

Ccv
2.7

2.5
2.4
2.0
1.9
2.0
1.5
1.6
1.8
1.4

To provide further detail to concerns over EV
Propulsion components and/or materials, please
indicate which of the following you are
concerned in having future sourcing constraints.

Raw materials
Batteries
Motor(s)
Charger

Cathodes
Motor controller
Anodes

Controller

Responses
0 10 20 30

I 2o
I

B -

B -

B :

B

| Wi
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Supply Chain:
Dual Sourcing

Over the past year in North America, has your company experienced a change in dual/multiple sourcing initiatives from
your customers or implemented dual/multiple sourcing initiatives with your suppliers?

2024/ 2023/ 2022/
0% 20% 40% 60% 80% 100% 2023 2022 2021

Total Industry

From your customers 62% +28%

To your suppliers 60% +38%
Light Vehicle
From your customers 61% +30% +28% +33%
To your suppliers 63% +35% +38% +44%

Commercial Vehicle

From your customers 59% 10% +21%
To your suppliers 51% +449%

B Increased dual/multiple sourcing initiatives

| 5 | rn IS rew

O No change

B Decreased dual/multiple sourcing initiatives

©2024 MEMA Al ights reserved MEINNCL. Original Equipment Suppliers
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18

Globalization:
North American Production Allocation & Planning

For your products produced in North America, identify the = How do you expect that these percentages will change over
percent manufactured in each of the following countries. the next 5 years?

0% 20% 40% 60% 80% 100%
|

Total LV CV

80
74
71

73

United States -0.21 -0.23 -0.31

Canada g % 0.00 0.00 0.00

Mexico

0.81 076 0.78

B 2=Significant increase
@ 1=Some increase

2022 2023 2024 Light Vehicle Commercial
Vehicle 0O0=No change

O(-1)=Some decrease
B United States B Caonada O Mexico B (-2)=Significant decrease
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19

Globalization:
Localization Efforts

Over the past year, what level of manufacturing localization activity/effort did you...

0% 20% 40% 60% 80% 100%

... see from your customers?

2024 20% 30%
2024 LV 23% 29%
20240V AL 3% 35% | |
2023 I 29%
2022 40%
... pursue with your suppliers?
2024 46%
2024V A 30 | 39%
2024 v N — 58%
2023 20% ‘ 46%
2022 23% 40% |
B Extensive Increase B Moderate Increase O Minimal Increase ONo Change
O Minimal Decrease B Moderate Decrease B Extensive Decrease

©2024 MEMA Allights resenved IMEIMNC. Original Equipment Suppliers



Globalization:
Localization Efforts

20

Has your company experienced any challenges to its North American localization efforts?

Light Vehicle

No/none (4)

Yes, capacity constraints where suppliers are not able to build a large enough bank to support a move.
Customers delaying approvals. Insufficient tooling funds to support dual sourcing.

Biggest issue is labor availability

Costs continue to be higher to localize even based on a "landed North American" cost (including freight,
duty, etc.) compared to the current non-localized supply

Yes and no... while one OEM pushes for LCC, another seems to be pushing for localization.

OEMs willingness to quickly adapt fo local materials of equal grade due to aged inspection techniques.
Yes, putting more production in USMCA

We are already 99% localized.

No, we are shifting manufacturing from our China operations to US/MX/Serbia to accommodate our
OEM customers strategy for USMCA and supply chain risk

Focus is on Mexico

Customer still want off-shore pricing but sourced in USMCA.

Customers are unwilling to pay local/North American economics

No. Not focused on localization

Cost increase, limited number of supply base in NA especially in US

Cost compared to Asia

We are 100% focus in NA, so our challenges is to find the short-term capacity required by our customers
localization activities.

Questions remain around whether our customers will be willing to pay a premium for the shorter lead-
fimes and reduced risk profile for producing in US versus production in Asia.

Not really. Lots of talk but no real clear-cut actions. Seems like political rhetoric.

| would not say change, just in a holding pattern since we don't know what the future market looks like.
EV, HEV, and ICE require different capital to support.

More regional focus is a corporate initiative

High costs and CAPEX

Yes, labor shortage concerns.

OEM's continuing to evaluate re-shoring projects, however, are they willing to make the changes.
Limited. Still need some more capable sub-suppliers

©2024 MEMA. All rights reserved.

Both Light and Commercial Vehicle

None beyond typical geopolitical and regulatory challenges.

Not to any extent.

Supplier price increase with factor 2.5 up to 3.5 Reduction of Supplier Free
Capacity Resource (people & energy) availability in Mexico Strong cost inflation
on Man and Machine

Lack of government grants/funding in place to support smaller projects. Raising
cost of labor rates (UAW strike drove up wages). Lack of support in secondary
services (fool & die, programmers, etc...) High cost of raw materials.

Cost is increasing.

Mfg. and labor costs are higher and labor difficult to find/retain.

No. We are in NA.

Labor and costs to produce locally

People resources

Cannot meet low pricing.

Commercial Vehicle

No/none (4)

Some parts are not available in NA. China is only source.

Finding sufficient capacity with qualified suppliers has been one of our
constraints.

Costs for goods are higher, but risk of supply is lower along with logistic costs
Foundries are tough to find in the U.S. Could be some opportunities in Mexico.
Some tariffed suppliers are still the lowest cost provider with capacity.

MEINNCL. Original Equipment Suppliers



Globalization:
U.S. Exports

21

What is the estimated split of these exports (in percent) to each of the following regions?

Estimate the percent of your current U.S. production

that is exported outside of the United States.
2024

Top Quartile
Median

Lower Quartile

23.5%

20%

0% 10%

2023

30%

©2024 MEMA. All rights reserved.

Lower . Upper Number of respondent companies
Quartile Ml Quartile exporting to each region
Canada 0% 15% 33% 33
Mexico 10% 42% 68% 41
Europe 0% 0% 19% 25
China 0% 0% 8% 22
Rest of Asia 0% 0% 10% 18
South America 0% 0% 7% 20
MidEast/Africa 0% 0% 0% 4
Lower . Upper Number of respondent companies
Quartile el Quartile exporting to each region
Canada 0% 5% 10% 32
Mexico 1% 20% 75% 39
Europe 0% 5% 14% 30
China 0% 2% 5% 22
Rest of Asia 0% 3% 6% 22
South America 0% 5% 10% 19
MidEast/Africa 0% 0% 0% 4

MEINNCL. Original Equipment Suppliers
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Globalization:
U.S. Exports

exported outside of the United States. What major factors drive this regional export plan?

2024 0% 20% 40% 60% 80% 100% * Closed plant in US and opened plant in MX.
‘ ‘ Canada * Customer programs
Mexico 57% *  New business opportunities
South America 85% *  Sub-components are made in the USA (no-final assemblies) and sent
Europe 30% ‘ to Mexico for further processing that is then sent as finished
Rest of Asia 857 ‘ Mexico assemblies back to the USA or other regions of the world.
= —_— * Closed plant in US and opened plant in MX.
Canada 86% + Local production in Mexico
MidEast/Africa — - Global Platforms
China 76% Europe *  We have local supply and production for this market
B increasing ONo Change B Decreasing P »  Europe will likely look to local or Asian sources for our products
2023 0%  20%  40%  60%  80%  100% - New expansion
) | \ | * Global Platforms
Mexico 62% China +  We have local supply and production for this market
South America 85% *  More local production occurring in China
Canada 81% «  Supply resiliency
MidEast/Africa 97% Rest of Asia «  Global Platforms
China 68% *  We have local supply and production for this market
Europe ___76% S America + New sourcing o
Rest of Asia 78% *  Move to local if possible, in LA
B Increasing ONo Change B Decreasing gAf\rcijc-OEost/ + No comments provided

©2024 MEMA Al ights reserved MEINNCL. Original Equipment Suppliers
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Globalization:
U.S. Imports

What is the estimated split of these imports (in percent) to each of the following regions?

Estimate the percenf of your current U.S. prOdUCﬁOﬂ Lower Medi Upper Number of respondenf Compcnies
that is imported outside of the United States. Quartile eaian Quartile exporting to each region
2024 Canada 0% 0% 1% 15
R I\/\ i o o o
Top Quartile 50.0% oo 0% 20% 44% 2
Europe 0% 13% 20% 31
Median China 10% 20% 40% 39
Rest of Asia 5% 23% 58% 36
Lower Quartile 5.0% S. America 0% 0% 0%
‘ ‘ ‘ ‘ ‘ ‘ ‘ Mid-East/Africa 0% 0% 0% 4
0% 10% 20% 30% 40% 50% 60%
Lower Median Upper Number of respondent companies
2023 Quartile Quartile exporting to each region
Canada 0% 1% 15% 19
Mexico 0% 10% 30% 22
Europe 1% 10% 25% 28
China 1% 20% 45% 32
Rest of Asia 4% 20% 49% 29
S. America 0% 0% 0% 1
Mid-East/Africa 0% 0% 0% 1
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Globalization:
U.S. Imports

Estimate the percent of your current U.S. production that is
imported outside of the United States.

2024 % 20%  40% % %  100%
0 0 0 6? 8? ‘ What major factors drive this regional import plan?

Mexico 59%
Rest of Asia 73% Canada +  No comments provided
Europe 76%
China 67% Mexico * Customer driven demand for lower labor rates
Canada —92% ‘ * Moveto LCC
MidEast/Africa 97% «  Company strate
. Europe pany 9y
South America | 100% + Moveto LCC
B Increasin ONo Change B Decreasin
2023 . N & N go . 9 . Chin + Continuing Geopolitical tensions and customer direction (ABC policy)
0% 20% 40% 60% 80% 100% Ina «  US-China trade war
| ———— | |
Mexico 57% . « Lack of NA supply chains
Rest of Asia 54% Restof Asia e US-China trade war

South America 86% S. America *  No comments provided

Europe 73% -

Canada 76% M‘d_EOST/ *  Primary aluminum is cheaper from Dubai than in NA

Africa
MidEast/Africa 91%
China 41%

W increasing ONo Change M Decreasing

©2024 MEMA Al ights reserved MEINNCL. Original Equipment Suppliers
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Sustainability:
Business Impact

26

How has your company's sustainability program impacted
existing and new business?

100% -
3%

10% 7
90% - 10%

80%
70%
60%
50% 81% 72% 79% 68% 84% 77%
40%
30%
20%
10% o
o o 7%
7% 4% 9% 5% 10%
0%
Existing New Existing New Existing New
business  business business  business business  business
Light Vehicle Commercial Vehicle

B Substantial negative impact
ONo impact
B Substantial positive impact

@ Slight negative impact
B Slight positive impact

©2024 MEMA. All rights reserved.

Comments:

Positive Impact:
* Supporting OEM requirements for new business growth and SEC reporting

guidelines that are being implemented.
* We do not have really any pressure from the customers, we are doing it by our
own conviction, looking fo contribute to the ESG at the same time we reduce cost
» Our organization has always had significant programs and systems that impact
sustainability in a positive manner, however we are getting better at promoting
what we are already doing.

No Impact:
*  OEMs don't value sustainability for our products yet. Even in sourcing

requirements, they will lift it if any cost is associated with it.

* Sustainability gets meetings but it is not part of the sourcing decision. OEM's want
sustainable for free which isn't possible yet. So it doesn't drive sales.

* Fading OEM interest due to cost pressure

*  We are in the process of evaluating our sustainability as a company. The
resulting program may have an impact to our business.

*  No impact to business currently or future as we are progressing rapidly with
sustainability efforts and navigating various customer requests as expected

* Like we do not have enough compliance programs already. More costs that we
cannot pass on that we are forced to do.

Negative Impact:
* Sustainability is increasing our cost for electricity. Not sure if it's really helping to

gain new business.
* It requires added resources, investment, and higher costs.

MEINNCL. Original Equipment Suppliers



Sustainability:

27

Concerns with Sustainability Implementation

What are your largest areas of concern related to
implementing sustainability initiatives?

Unforeseen costs related to fulfilling 6032%
requirements 62%
57%
Unclear/changing requirements 59%
59%
Multiple/conflicting customer 5@57
requirements 539
Lack of resources to execute 5533
requirements 50%
Multiple/conflicting global ESG 40‘;37
and/or reporting expectations [ k7o
Global environmental regulatory 32736%
inequalities/inconsistencies : 50%

Possible disclosure of intellectual 12%
proper‘ry 21%

0% 10% 20% 30% 40% 50% 60% 70%

Percent of Respondents

H Total B Light Vehicle B Commercial Vehicle

Comments:

Both Light and Commercial Vehicle

The lack of a common reporting system/method and various customer, regional, and
regulatory requirements drive unnecessary fime and cost into our efforts.

This needs to get consolidated into one format

The cost to implement these strategies is a large burden on SME's.

We supply multi-industry and the requirements are somewhat different

Light Vehicle

Being forced to commit to goals such as Net 0, and the constantly changing legislation in
Europe, Canada, and I'm sure more will come

OEM are not willing fo pay for it

Customers are not willing to pay Customers want to access sensitive information

The ESG 'movement' is not economically feasible for smaller companies, due to the
burdensome requirements including reporting.

SEC requirements and reporting are still unclear.  Each company is creating their own
reporting.

Largest concern is North America is that customers won't pay for the premium cost for
sustainable. They will revert back to existing if it is cheaper technology.

Our global efforts are making ESG a plus for our company.

No North American government regulation

OEMS need to agree on one system and implement through AIAG or some other
organization. Too many different approaches right now.

Our biggest concern is the misalignment or lack of support from the Mexico government to
have sources of real green energy.

Actual costs for these initiatives are not yet understood and will negativity impact us for not
clearly understood gains

Commercial Vehicle

Cost/benefit is unclear, so far mostly a box checking exercise that drives added cost
Fragmented and flavor of the day changes...
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Sustainability:
Biggest Win’s

What was your company's biggest sustainability win over the prior year?

Light Vehicle Both Light and Commercial Vehicle
* Installation of solar panels .

Furthering our internal cultural awareness and attention to sustainability efforts.

* Progress towards scope 1in monufacturing plants * Reinvigorating a plan to reduce landfill activity

* I'mnotsure | can say i,TIS a win yet or nOT{ but we have started mOVi”S our plonfg * Some supplier opening manufacturing locations in Mexico to bypass China Tariff
to renewable energy, including by installing solar on our property. Time will tell if which also reduces the CO2 footprint
it's a win. el ; . i + Renewable electricity usage for all our plants up to almost 40% green

* Improving efficiency of our melfing operation. * Adding solar panels to manufacturing plants.  Improving furnace efficiencies.

* EV product development resulting in new business growth. « Installing solar panels at all plant locations in Asia.
* Reduction of energy use in manufacturing sites «  HVAV (ain)
* Aufomotive Pace Pilot Award for new CO2 neutral product
»  Getting our Supplier Assurance customer ratings above minimum threshold
simply by creating policies that already existed.
* Green aluminum and solar energy adoption in our Mexico operations.
* Installing solar panel in Mexico
» Dual sourcing of Micro conftroller chip
* Energy credits
* Water savings and recycling or reuse of it.

* Shipment consolidation Commercial Vehicle
*  Our ISO 14001 initiatives and our virtual forest progress. ¢ Implementing a company strategy and process to address!
*  Recycling

* Packaging re-use, waste re-use
*  Supply chain carbon emissions.
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MEMA OE Supplier Barometer:
Appendix

MEMA OE Automotive Supplier Barometer is a survey of the top executives of MEMA

I I l e I I l CI regular member companies. The MEMA OE Automotive Supplier Barometer takes the
L]

pulse of the suppliers' twelve-month business senfiment. In addition, it provides a snapshot Mike Jackson
O(igina| Equipment SUDD”E(S of the industry commercial issues, business environment and business strategies that Executive Director
Strategy and Research
248.430.5954

influence the supplier industry. mema.org

Deloitte provides industry-leading audit and assurance, tax and legal, consulting, financial

advisory, and risk advisory services to nearly 90% of the Fortune Global 500® and mjackson@mema.org
thousands of private companies. Our more than 345,000 professionals deliver measurable
and lasting results that help reinforce public trust in capital markets, enable clients to Joe Zaciek
- transform and thrive, and lead the way toward a stronger economy, a more equitable .
: : g ! X X Director
society and a sustainable world. Building on its 1775-plus year history, Deloitte spans more .
Y than 150 countries and territories. Our organization has grown tremendously in both scale Research and Ind ustry Ano|y5Is

and capabilities, yet our shared culture and mission—to make an impact that matters— 248.430.5960
remains unchonged.' This is evident not only'in' I;)e!oiﬁe’s work for clien'fs, bgf also ip ' jzaciek@mema.org
our WorldClass ambition, our World Climate initiative and our ALL IN diversity and inclusion
strategy.

Jason Coffman
Survey Methodology US Automotive Consulting Leader

+  Data collected May 8 - 24 via invitation to online survey. Deloitte Consulting LLP

*  Executives of MEMA supplier companies. AreneaimeeUeelelie e

* 91 complete survey responses were received, with 119 responses total.

MEMA Original Equipment Suppliers
The information and opinions contained in this report are for general information purposes. Comments are edited only for spelling and may 25925 Tel h Road
contain grammatical errors due fo their verbatim nature. Responses to this survey are confidential. Therefore, only aggregated results will elegrap oa
be reported, and individual responses will not be released or shared. Suite 350
Antitrust Staterment: Southfield, Michigan 48033
Respondents/participants should not contact competitors to discuss responses, or to discuss the issues dealt with in the survey. It is an
absolute imperative to consult legal counsel about any contacts with competitors. All pricing and other terms of sale decisions and
negotiating strategies should be handled on an individual company basis.
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