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TOOLING TERMS AND CONDITIONS  
 

1. General Guidelines  

 
a. These “Tooling Terms and Conditions” shall apply to all tooling purchase orders and 

shall be construed, to the extent possible, as consistent with the Nexteer General 
Terms and Conditions and as cumulative. In the event of an inconsistency between 
these Tooling Terms and Conditions and the Nexteer General Terms and Conditions, 
these Tooling Terms and Conditions shall control as to all Tooling. Capitalized terms 
used in these Tooling Terms and Conditions, but not defined, shall have the 
meanings given such terms in the Nexteer General Terms and Conditions.  
 

b. “Tooling” means any die, jig, machine, fixture, mold, pattern, template, samples, 
models, gage, testing device, equipment, supplies, materials or other item which is 
purchased by Buyer or specially constructed for Buyer’s use or the use of its outside 
suppliers on Buyer’s behalf in the manufacture of parts for specific models, 
assemblies, or products and which has a normal physical life of one year or more.  
The determination of what constitutes “Tooling” is based on the item’s physical 
aspects and use, the specific characteristics of the production and service parts or 
assemblies to be produced, and upon its intended life which is generally limited 
(without substantial modification or alteration) to the production and service life of 
specific models, assemblies or products. 
 

c. The Supplier is expected to invest in and own its facilities, machinery, and other 
capital equipment.  However, to the extent that any Contract between Buyer and 
Supplier covers Buyer’s purchase of, reimbursement to Supplier for, or other 
ownership of, any Tooling to be used in connection with Supplier’s actual or 
anticipated supply of goods to Buyer, the Buyer will own the Tooling that is used with 
the Supplier's equipment to make parts for the Buyer. Buyer may file any legal 
notices or documents to protect its ownership interest, including but not limited to a 
UCC-1 financing statement.  It is therefore essential that the Tooling be clearly 
identified and marked, in a durable and legible manner, as the property of the Buyer.  
The Supplier may not take any action concerning the tooling that is inconsistent with 
the Buyer's ownership of the tooling. Supplier shall assign to Buyer any contract 
rights or claims in which Supplier has an interest with respect to such Tooling. 
Supplier shall establish a reasonable accounting system that readily enables the 
identification of Supplier’s costs. 
 

d. All Tooling and Materials which Buyer furnishes, either directly or indirectly, to 
Supplier or which Buyer buys from, or gives reimbursement to, Supplier in whole or 
in part (collectively, “Buyer’s Property”) will be and remain the property of Buyer and 
be held by Supplier on a bailment basis. Title to all replacement parts, additions, 
improvements and accessories purchased by Supplier will vest in Buyer immediately 
upon attachment to or incorporation into Buyer’s Property. Supplier releases, 
discharges and waives any lien, action, suit, debt due, sum of money, account, claim 
and demand whatsoever in law or in equity or other rights that Supplier might 
otherwise have on or in any of Buyer’s Property for work performed on, or utilizing, 
such property or otherwise. 
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e. Tool models and tool prints are considered part of the Tooling and are also the 
property of the Buyer.  
 

f. Unique computer software required to operate the Tooling is considered part of 
Tooling and is also the property of the Buyer.  
 

g. Unless otherwise agreed in writing between the parties, the Supplier will be paid in 
full for the Production Tooling after Part Submission Warrant (PSW) full approval is 
submitted and provided along with the proper documentation which is further 
described in section 2 herein. 

 
h. The Supplier is responsible for ensuring that its sub-supplier(s) adhere to these 

Terms and Conditions, when Tooling is located at sub-supplier facilities. The 
Supplier is responsible for the quality of and payment for all subcontracted Tooling 
and outsourced components and to ensure conformity of subcontracted Tooling with 
the Tooling Purchase Order. 

 
i. Tooling should be designed and manufactured to last for the life of the part it was 

designed and manufactured to produce, including post-production Service Parts.   
 

j. If Tooling is designed specifically for the Supplier's own equipment and facilities, it 
should be able to be modified for use by another supplier with similar equipment and 
facilities.  In the event that there are any costs associated with such modification, 
those costs will be reimbursed by the Supplier.   

 
2. Tooling Process  

 

a. The Supplier may not fabricate or acquire Tooling unless a Tool Order has been 
issued by the Buyer authorizing the fabrication or acquisition of the Tooling. 
 

b. The Buyer has the authority, at its discretion, to select a Tooling source and issue 
Tool Orders directly to the Tooling Supplier, e.g. tool shop/toolmaker. The Supplier 
will work with the Tooling Supplier (tool shop) to complete the Tooling, which the 
Supplier will use to demonstrate compliance with Phased PPAP and produce parts.  

 
c. All Tooling requested on a Tool Order must be new tooling not previously used by 

any party, unless otherwise specified and approved by the Buyer.  
 

d. Production Tool Orders and Amendments to Production Tool Orders must be quoted, 
written and placed such that each Tool Order (and any Amendment) includes 
sufficient detail and itemization to enable the Buyer-owned Tooling to be visually 
identified at the Supplier location.  

 
e. All rights, title, and interest in and to any part of Tooling to be paid for by the Buyer 

will vest immediately in Buyer as soon as the Tooling is acquired by the Supplier or 
fabricated by the Supplier in accordance with a Production Tool Order, and such 
Tooling shall be held as Buyer’s property by Supplier. In the event a court of 
competent jurisdiction determines Buyer has not retained or obtained ownership of 
any Tooling, Supplier agrees to be deemed to have granted Buyer a security interest 
giving Buyer all the rights of a secured creditor as to such items under the Uniform 
Commercial Code as in effect in that jurisdiction. 
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f. Unless otherwise agreed to in writing between the parties, the Production Tool Order 

price will be paid to Supplier after Buyer is satisfied that certain conditions have been 
fulfilled including, but not limited to, the following:  
 
i. The Tooling has been fabricated or acquired by the Supplier;  

 
ii. Requested tooling documentation requirements have been provided to and 

approved by Buyer. 
 

iii. The Supplier has produced acceptable samples meeting all the requirements and 
PPAP specifications;  
 

iv. The Part Submission Warrant (PSW) has been appropriately approved; and,  
 

v. The tooling invoice has been submitted with the appropriately approved PSW, 
and photographic evidence. 
 

g. Supplier shall not invoice for tooling until supplier’s receipt of full PPAP approval, and 
Tooling invoice date shall not be earlier than the PPAP Warrant approval date. 
Supplier shall attach an approved PPAP Warrant to the tooling invoice and send via 
e-mail to the Buyer. Failure to comply with these requirements will result in Supplier’s 
invoice being rejected and returned. 
 

h. The Buyer has the right to verify the actual cost of the Tooling by auditing all books, 
records, facilities, work, material, inventories, invoices, purchase orders, proofs of 
payment, and any other information the Buyer deems relevant and reasonably 
necessary.   
 

i. The Supplier is responsible for notifying the Buyer of any movement of Buyer Tooling 
to a new location. The Supplier must notify the Buyer using the Supplier Suggestion 
Change Request (SSCR). The Supplier must obtain prior written consent and 
approval from the Buyer before moving Tooling. Tooling movements also require that 
PPAP is conducted and the submission of PSW approval documentation for the new 
location. The Supplier may move Tooling for not more than 2 business days for 
cleaning and routine maintenance.  

 
3. Tooling Costs  

 
a. The Buyer's contractual obligation is to reimburse actual Tooling costs incurred up to 

the amount authorized on the Tool Order. The Buyer will not reimburse the Supplier 
for Tooling costs in excess of the amount authorized or for any Tooling costs that 
were not specified (and authorized) on the Tool Order or an Amendment.  
 

b. Acquired Tooling: If the Supplier acquires the Tooling from a third party, such as an 

outside tool shop/toolmaker, the Supplier may not add any markups, surcharges or 
the like to the Tooling beyond its cost. Tooling acquired by a third party must be 
supported by purchase order(s), invoices, and proofs of payment. The Supplier 
should not make any profit on Tooling or prototype Tooling manufactured by an 
outside tool shop.  
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i. Any additional costs associated with acquisition of the Tooling are considered to 
be part of the Supplier's overhead and therefore will not be charged to Buyer.  
 

ii. The Supplier is responsible for the quality of, and payment for, all Tooling and 
outsourced components acquired from the tool shop/toolmaker and for ensuring 
conformity of sub-contracted Tooling with the Tool Order.  

 
c. In-House Tooling: If the Supplier fabricates the Tooling, the Supplier may request, 

in writing, in advance, reimbursement for only the actual cost of fabricating the 
Tooling, including material costs, labor hours and labor rates for, plus allowable and 
agreed upon one-time only costs, if appropriate, which must be itemized on a Tool 
Order or an Amendment. The Supplier must maintain a reasonable accounting 
system to segregate, accumulate, and document expenditures for Tooling. The 
Supplier's accounting system must ensure that all eligible costs are documented 
adequately and include the following:  
 
i. In-House Material: Material costs must be supported by documentation that 

indicates the quantities used and unit cost for each Tool. Material will be 
reimbursed at actual costs based on material invoices. If the Tool is not 
completed due to program or part cancellation, scrap value should be 
documented.  
 

ii. In-House Labor Rate: All overhead costs and profit associated with the design, 

development, and manufacture of the Tooling should be included in the fully 
accounted Tooling labor rates. This rate should be comprised of direct labor, 
indirect labor, fringe benefits, payroll taxes and overhead. The fully accounted 
labor rate shall be included in the Supplier's Tooling quotation.  
 

1. Hours: All direct hours worked to design and fabricate the Tooling must 
be supported by a time reporting system that identifies hours worked on 
each Tool specified on the Tool Order and the employee(s) who 
performed the work. 
 

2. Cost: Labor costs should be calculated by applying the fully accounted 

labor rates to the direct hours worked to design and fabricate the Tooling. 
A reasonable profit may be included if the tool shop is operated as a 
separate profit center.  

 
4. Tool Order Cost Audit  

 
a. Audit Process  

 

All Tool Orders placed are subject to audit and recovery by the Buyer. If an audit of 

Tooling costs reveals that the Buyer was overcharged, the Supplier will repay the 

overcharge through a debit against its accounts or by direct payment to the Buyer or by 

a combination of these methods, at the Buyer's discretion.  
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b. Validation Audit Process  
 
Tooling Orders that achieved their targets are nonetheless subject to audit in order to 
ensure that no capital equipment is included on the Tool Order. If capital equipment is 
included on any Tool Order, it will be amended to remove the capital equipment, and 
the cost will be reallocated to non-capital equipment line items.  

 
c. Documentation Required for Buyer Tooling Audit  

 
If the Tooling costs are audited by the Buyer, the Supplier must make available all 
documents supporting the actual and reasonable costs associated with the Tool Orders 
selected for audit. Furthermore, if the initial (or base) Tooling was sourced by the Buyer 
on a competitive basis, but the Supplier's records do not segregate costs for the 
competitively sourced Tooling from Amendments (which are not quoted on a 
competitive basis), the Buyer's auditor will verify all costs supporting the Tool Order and 
the cost of Amendments.  

 
i. The Supplier must submit evidence of what was actually paid to sub-suppliers. If 

the Buyer's audits of Supplier Tooling costs result in significant cost recoveries 
due to a lack of compliance with these Tooling guidelines, the 8D (8 Discipline) 
process may be used to address significant audit findings.  
 

5. Tooling Inventory Management  
 

a. The supplier shall furnish a Tooling Inventory of all Tooling owned by Buyer (active 
and inactive) in the Supplier’s possession.  The Tooling Inventory shall be submitted 
to Buyer annually by January 31, or upon request by Buyer at any time. The Tooling 
Inventory shall contain the following information for each piece of Tooling owned by 
Buyer: 

 
i. Tool part number(s) (typed in numerical order) 

 
ii. Current tool revision 

 
iii. Description of Tool 

 
iv. Date of last ordered of Tool 

 
v. Total cost of Tool 

 
vi. Quantity of parts produced from Tool 

 
vii. Remaining Tool life 

 
viii. Any previous part number if Tool has been changed to produce a new part 

number 
 

ix. Design engineer name 
 

b. While Buyer’s Property is in Supplier’s possession and until Supplier delivers Buyer’s 
Property back to Buyer, Supplier bears the risk of loss, theft and damage to Buyer’s 
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Property. Supplier will be responsible for the cost of repairing or replacing Buyer’s 
Property if it is stolen, damaged or destroyed regardless of cause or fault.  Supplier 
will at all times: (a) regularly inspect, maintain in good condition, and repair Buyer’s 
Property at Supplier’s own expense, (b) use Buyer’s Property only for the 
performance of this Contract, (c) deem Buyer’s Property to be personal property, (d) 
conspicuously mark Buyer’s Property as the property of Buyer and maintain such 
markings, (e) not commingle Buyer’s Property with the property of Supplier or with 
that of a third person, (f) not move Buyer’s Property from Supplier’s applicable 
shipping location (as shown by the shipping address of Supplier) without prior written 
approval from an authorized employee of Buyer, and (g) use Buyer’s Property in 
compliance with Buyer’s or the manufacturer’s instructions and in compliance with all  
federal, state and local laws, ordinances and regulations.  
 

c. If Supplier is tool design responsible, reproducible tooling prints shall be completed 
by Supplier within 6 weeks after PPAP approval (or at start of regular production, 
whichever comes first) on all new program tools, tools undergoing an engineering 
change, and current tools that are revised. Supplier, upon request by Buyer, shall 
provide reproducible tooling prints for existing tools. 
 

d.  Supplier will not sell, lend, rent, encumber, pledge, lease, transfer or otherwise 
dispose of Buyer’s Property without Buyer’s prior written consent.  Furthermore, 
Supplier will not assert, or permit any person claiming an interest through Supplier to 
assert any claims of ownership to or any other interest in Buyer’s Property. 
 

e. Buyer will have the right to enter Supplier’s premises at all reasonable times to 
inspect Buyer’s Property and Supplier’s records with respect thereto. 
 

f. Supplier, at its expense, will furnish, keep in good condition, and replace when 
necessary all Tooling owned by Supplier that is used to produce goods for Buyer. 
Supplier agrees to maintain adequate storage to ensure that all Tooling owned by 
Supplier is stored in useable condition and in such a location or facility to protect 
against theft and damage. Supplier will insure Supplier’s Tooling with fire and 
extended coverage insurance for its full replacement value. Supplier grants Buyer an 
irrevocable option to take possession of, and title to, all or part of Supplier’s Tooling 
that is specially designed or outfitted for the production of the goods for Buyer, in 
which event Buyer will, within 45 days following delivery of such Supplier’s Tooling to 
Buyer, pay to Supplier of the lower of (i) the net book value of such Supplier’s 
Tooling (i.e., actual cost less amortization) or (ii) then current fair market value of 
such Supplier’s Tooling, in each case less any amounts that Buyer has previously 
paid to Supplier on account of such Supplier’s Tooling. The foregoing option will not 
apply to the extent that Supplier’s Tooling is used to produce goods that are the 
standard stock of Supplier and are then being sold by Supplier to other customers. 
Buyer’s right to exercise the foregoing option is not conditioned on Supplier’s breach 
or Buyer’s termination of any underlying Contract or upon payment of any other 
amounts due under any underlying Contract. 
 
 

6. Tool Marking Requirements and Tool Disposal Requests  

 
a. Tool Marking Requirements: Unless specified otherwise by Buyer, the Buyer owns 

the Tooling, and it is essential that the Tooling be clearly identified and marked or 
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tagged, in a durable and legible manner. Supplier will be contacted by Buyer on the 
specific tagging and documentation requirements. The Supplier may not take any 
action concerning the Tooling that is inconsistent with the Buyer's ownership of the 
Tooling.  
 

b. Tool Retention: Supplier must retain Tooling for a period of 15 years after end of 
production and thereafter to return, transfer to another location or to remit the 
proceeds of the sale for scrap to the Buyer's Director of Global Supply Management 
as so instructed by Buyer. 
 

c. Tool Disposal Requests: The Buyer has established a system for proper control 

and disposal of Buyer-owned Tooling at a Supplier site. In order to minimize the 
Buyer's costs and to ensure continuous availability of Service Parts to end-users, the 
Service Parts Purchasing activity must be consulted before either reworking the 
Tooling to a new design level or scrapping the Tooling.  
 

d. Return of Buyer’s Tooling: Supplier agrees that Buyer has the right, at any time 

and from time to time, with or without reason and without payment of any kind, to 
retake possession of or request the return of Buyer-owned Tooling. Without further 
notice or court hearings, which rights, if any, are hereby waived, Buyer or its 
designee(s) will have the right to enter Supplier’s premises and take possession of 
any and all of Buyer’s Tooling. Upon Buyer’s request and in accordance with Buyer’s 
instructions, Buyer’s Tooling will be  immediately released to Buyer or delivered to 
Buyer by Supplier, either (i) Ex Works (IncoTerms 2010) at Supplier’s plant properly 
packed and marked in accordance with the requirements of the carrier selected by 
Buyer to transport such Buyer’s Property or (ii) to any location Buyer designates, in 
which event Buyer will pay Supplier the reasonable costs of delivering Buyer’s 
Property to the location Buyer designates. If Supplier does not release and deliver 
any Buyer’s Tooling in accordance with this Article, Buyer may obtain an immediate 
writ of possession without notice and without the posting of any bond and/or enter 
Supplier’s premises, with or without legal process, and take immediate possession of 
Buyer’s Tooling. 
 

e. To initiate a disposal request the Supplier must contact the designated Buyer.  
 

i. If the Supplier receives a Part Termination Notice, it should contact the Buyer 
immediately to request directions for tooling disposition. By certifying that the 
Tooling may be disposed of, the Supplier verifies that it has diligently investigated 
past and current use of the Tooling to ensure that there is no further need for the 
Tooling. If it is determined that the Supplier has improperly or incompletely 
conducted this investigation and the Tooling was scrapped in error, the Supplier 
will be responsible for reimbursing the Buyer for the cost of replacement Tooling.  

 
f. Prototype Tool Disposal: Supplier must obtain written authorization from the Buyer 

prior to prototype Tooling disposal.  
 

g. Questions should be directed to the person listed on the Tool Order as representing 
the Buyer. 
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7. Disclaimer of Warranties  
 
Supplier acknowledges and agrees that (i) Buyer is not the manufacturer of Buyer’s Tooling nor 
the manufacturer’s agent nor a dealer therein, (ii) Buyer is bailing Buyer’s Tooling to Supplier for 
Supplier’s benefit, (iii) Supplier is satisfied that Buyer’s Tooling is suitable and fit for its 
purposes, and (iv) BUYER HAS NOT MADE AND DOES NOT MAKE ANY WARRANTY OR 
REPRESENTATION WHATSOEVER, EITHER EXPRESS OR IMPLIED, AS TO THE FITNESS, 
CONDITION, MERCHANTABILITY, DESIGN OR OPERATION OF BUYER’S TOOLING OR 
ITS FITNESS FOR ANY PARTICULAR PURPOSE.  Buyer shall not be liable to Supplier for any 
loss, damage, injury or expense of any kind or nature caused, directly or indirectly, by Buyer’s 
Tooling, including, without limitation, the use or maintenance thereof, or the repair, service or 
adjustment thereof, or by any interruption of service or for any loss of business whatsoever or 
howsoever caused, including, without limitation, any loss  of anticipatory damages, profits or any 
other  indirect, special or consequential damages and/or personal injury or death. 
 

8. Indemnification   

Supplier will defend,, hold harmless and indemnify Buyer, Buyer’s affiliates, Buyer’s customers, 

and their respective successors, assigns, directors, officers, employees and agents (collectively, 

“Buyer Indemnified Parties”) from and against any and all lawsuits, actions, claims, demands, 

judgments, fines, costs (including attorney and other professional fees and disbursements), 

expenses, losses, liabilities and damages, including any special, incidental, consequential, 

punitive and exemplary damages that any Buyer Indemnified Party may suffer or sustain or be 

in any way subjected to on account of: (a) Seller’s failure to perform its obligations under these 

Tooling Terms and Conditions or applicable law, including claims based on Supplier’s breach of 

warranty (regardless of whether the alleged damages arise under tort, negligence, contract, 

warranty, strict liability or any other legal theories); (b) infringement or alleged infringement, 

including patent, trademark, copyright, moral, industrial design or other proprietary rights, or 

misuse or misappropriation of trade secrets relating to the Tooling (Supplier expressly waives 

any claim against Buyer that any such infringement arose out of compliance with Buyer’s 

specifications); (c) the performance of any service or work by Seller or its employees, agents, 

representatives and subcontractors on Buyer’s or Buyer’s customer’s premises or the use of the 

property of Buyer or any customer of Buyer, except to the extent such liability arises out of the 

gross negligence or willful misconduct of Buyer or Buyer’s customer; and (d) any third-party 

claims or demands to recover for personal injury or death, property damage or economic loss 

caused by any of the Tooling supplied by Supplier (regardless of whether such claim or demand 

arises under tort, negligence, contract, warranty, strict liability or any other legal theories). 

 

9. Force Majeure   

 
Neither party shall be liable to the other if it cannot perform its contractual obligations due to 

circumstances beyond the control of the parties, such as fire, explosion, labor dispute, or a 

failure to act by authority or government. Such excuse from performance shall only continue for 

the duration of the event described above. In such cases, the Buyer shall have the right to 

purchase products or services covered by the Contract elsewhere for the duration of said 
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circumstances.  The Buyer shall be allowed to reduce its purchases in the context of the 

Contract accordingly, without incurring liability to the Supplier. If Supplier fails to provide 

adequate assurances that any delay will not exceed thirty (30) days or if any delay lasts more 

than thirty (30) days, Buyer may terminate this Contract without any liability to Supplier or 

obligation to purchase raw materials, work-in-process or finished goods.   

10. Severability Clause      
 
If one or more parts of these Tooling Terms and Conditions should be ineffective, the parties 
shall agree to a replacement or addendum for such provisions that most closely resembles the 
existing version and is legally effective. The effectiveness of the remaining conditions shall be 
unaffected.  

 


