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October 21, 2003
Below you will find some information about SGS and our services. We understand that the variety and complexity of different types of product will necessitate individual consideration. However, this will give you an introduction and we would like to emphasize that these services can be adapted as closely as possible to required needs. 

SGS OVERVIEW

The SGS Group is currently the world's largest independent inspection and testing organization.  With over 37,000 specialists, and more than 1200 offices and laboratories operating in 140 countries, SGS offers a product  monitoring network which has remained unmatched for over 100 years.  The Group's experience extends into every sector of commerce, industry, and government, providing surveillance and evaluation including but not limited to the following products:  Consumer, Industrial, Agricultural, Environmental, Petrochemical, Mineral, Aviation, and Military.  

Some of the benefits of using an SGS Group as a third party inspection and testing source for imported products include: 

IMPARTIALITY 

Solely concerned with quantity and quality monitoring, SGS corporations avoid all conflicts of interest with Government, Trade or Industry, Manufacturers, Trading companies, or a client's local office. 

COST BENEFIT 

Utilizing SGS only when and where needed reduces your cost of maintaining full‑time local offices and inspectors. In addition, since SGS has substantially more inspectors in more countries and locations than anyone else, the need for expensive air travel is greatly reduced. 

FINANCIAL SECURITY 

Inspection certificates from SGS often appear as an operative clause in a buyer's contract or method of 

payment.


ON-SITE KNOWLEDGE 


SGS network employees and subcontractors are selected for their specific academic qualifications, or are recruited from the particular industry for which their experience will be required.  They are inherently familiar with local products.

WORLDWIDE COORDINATION 

Clients requiring services in more than one country benefit through standardization of inspector training, operating procedures, and reporting format offered throughout the SGS network. 

SERVICES AVAILABLE 

  Inspection




  Ancillary         

. Supplier Assessment


. Laboratory Testing 

. Initial Production Check


. Container Loading /Staffing Witnessing 

. During Production Check


. Arrival Inspection

. Final Random Inspection


 . Sampling

The aim of the services of SGS is to reduce as many of your risks associated with importing as possible.  Through inspections your purchase order is monitored to ascertain that the goods ordered match the reference sample(s) and/or meet specification requirements.  Should testing be necessary, laboratory personnel check to determine if your products meet composition or performance requirements as well as any safety and compulsory standards. 

Inspections normally take place at the manufacturer's premises and entail visual and manual examination for such criteria as: 

.  Design

.  Function

.  Finish 

.  Appearance

.  Color   

.  Labeling 

 
.  Workmanship
.  Style


.  Marking 

.  Assembly

.  Measurements
.  Packing 

Inspection of goods by attributes is normally conducted in accordance with ANSI/ASQC Z1.4 (formerly MIL‑STD 105E).  ANSI/ASQC Z1.4 is the most widely accepted method of sampling by attributes and is based on the mathematical theory of probability.  In addition to providing a sound method for obtaining a representative sample from a lot of goods, Z1.4 provides specific criteria for acceptance or rejection of a lot based on the number of defects found, and provides a fair balance between the interest of the supplier and buyer. 


The extent of an SGS intervention may comprise one or more of the following: 

1)
SUPPLIER ASSESSMENT (SA)- Auditing a new potential source or monitoring of a


current supplier to verify capability of the manufacturer to meet contract conditions 


for quality, quantity and delivery terms according to the client's specifications.

2)
INITIAL PRODUCTION CHECK (IPC) ‑ Inspection of merchandise as the first few pieces are coming out of the production line to check that there are not major deviations from your specifications.  All defects are reported to the supplier and buyer at this early stage in order to make necessary corrections for further production. 

3)
DURING PRODUCTION CHECK (DUPRO) ‑ Inspection of merchandise when approximately 50% of production is completed.  Defects identified during IPC are checked to see if they have been corrected.  It is at this stage that the local SGS affiliate can draw samples for laboratory testing and also monitor the delivery schedule.  All findings are again reported to the supplier and buyer. 

4) FINAL RANDOM INSPECTION (FRI) ‑ Inspection when 100% of the shipment is finished and at least 80% has been packed.  Results are reported via telex/fax with a written Certificate/Report issued after the final inspection. 

5) CONATINER LOADING/STAFFING WITNESSING (CSW) - Containers are inspected for cleanliness and safety, and loading observed to check that the merchandise being shipped is suitably packed and in its entirety. Once a container has been loaded an SGS seal is secured which helps reduce the risk of product substitution.

In order for a consignment to be inspected, the following are required: 

‑ L/C terms relating to SGS's involvement 

‑ PO with suppliers' name/address, quantity, value, delivery terms, etc. 

‑ Specifications (including tolerances and drawings) 

‑ Approved sample

- Defect classification list 

‑ Instructions about packing, assortment, marking, etc. 

‑ AQL'S (Acceptable Quality Levels)                                                          

We recommend that the SGS intervention be mentioned in the P.O. and L/C as follows: 

PURCHASE ORDER 

"The consignment has to be inspected during production and before shipment by SGS Société Générale de Surveillance S.A. ‑ Geneva or their recognized correspondents.  This does not relieve seller/manufacturers from their contractual liabilities for their products." 


LETTER OF CREDIT 

"Inspection Certificate from SGS Société Générale de Surveillance S.A. - Geneva, or their recognized correspondents, certifying that the goods inspected conform to the contractual specifications and/or type sample."  

SGS issues a Negotiable Certificate only if the goods inspected correspond to your requirements or otherwise only on your special authorization.  This constitutes valuable protection for you since without an SGS certificate the L/C cannot be negotiated.  In effect, the SGS certificate becomes a compulsory banking document.  In the event of unsatisfactory inspection results, SGS issues a non‑negotiable Report of Actual Findings.

FEES

Inspection fees are calculated based on a percentage of the FOB value of the inspected consignment subject to minimum manday rates per intervention, depending on the country and scope of services required.  Special arrangements are available for inspection of lots of large values, frequent interventions, and residential supervision.

Laboratory testing fees vary based on the test(s) requested, the number of samples, and the particular SGS laboratory involved.  

PAYMENT

Prepayment for new accounts is required based upon the estimated cost for each project.

Credit terms are available for qualified accounts, which may include partial pre-payment or deposits.

CONTRACTING

Clients based in the U.S. should contract for SGS network inspection and laboratory services through SGS U.S. Testing Company Inc.  The contract is entered in the U.S. with all fees paid to SGS U.S. Testing Company Inc. in U.S. dollars. SGS U.S. Testing Company Inc. handles all SGS affiliate subcontracting and cross border/time zone communications with the executing affiliate, and your recourse on any problems would be to us.

Should your overseas office or supplier arrange for inspection or laboratory services directly with an SGS affiliated company, the contract would be entered in the country of service performance, and all payments due in local currency.  You would deal with language and time zone differences, without the involvement of or any recourse to U.S. SGS affiliate.

CONDITIONS

Standard General Conditions for Inspection and Testing Services (attached) shall apply to all services performed in countries other than the United States of America.


If you would like me to prepare a cost estimate for an inspection or testing, kindly complete the attached order form and/or provide me with a copy of your Purchase Order indicating the following: 

· Full description of the product and tests required

· Total number of items being shipped

· FOB Value of the shipment

· Supplier’s contact information: the exact factory address, telephone number and contact person.

Please feel free to contact me, should you have any questions or require further information. 

Sincerely,

Gladys Concepcion

Account Coordinator

Customer Service Group



SGS FEES





Current manday rates for selected country will be provided upon request

Notes
A manday is defined as 1 person traveling and/or working maximum 8 hours, within normal business hours.

Expenses for travel, communication, laboratory tests, etc. are invoiced additionally.  

Fees are payable whether the consignment is accepted, rejected, shipped, or unshipped.

Fees for re-inspection of failed goods or aborted inspections (goods not ready) can be invoiced to the supplier but remain the client's liability.

For consignments of very large values, and programs requiring frequent interventions or residential supervision, special arrangements are available.
Written quotations are prepared for each program upon receipt of supplier location and shipment details.

Supplier Assessment
Fees for evaluation/auditing of a factory are calculated based on the number of mandays required to complete the visit, + expenses.   Small to medium sized facilities usually require 2 mandays, while large facilities may require 3 or 4 mandays.  Rates for Factory Evaluation are available upon request. 

Laboratory Testing
Testing fees vary based on the test(s) requested, the number of samples, and the particular SGS laboratory involved. 

Gladys Concepcion
10/21/2003
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