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November 2008 , Issue 11 - Focus on Cost of Quality

Dear Colleague,

Welcome to cResults Newsletter, designed to offer you insights, news, information about Quality Operation Efficiency Management,
Software solution: cME (www.cmanageefficiency.com) to manage batch record release and overall QA efficiency, Smart-QC
(www.smart-gc.com) for QC Laboratories Planning and Scheduling, events and quality related efficiency improvement ideas.

We hope this issue of cResults Newsletter will spark new ideas to help you better manage your quality operation, and improve your
customer service level. At the end of the day we are not successful unless you are.

Sincerely,

Rafi Maslaton President, cResults

Please be sure to register for our upcoming Webinars: Documentation Errors Reduction Methodology and Overall QA Efficiency, Key
Performance Indicators (KPI) in Quality Operation and Resource Planning and Scheduling for QC Labs.

This Newsletter is dedicated to COST OF QUALITY in QC Laboratories
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cost reduction improvements. For the past decade, many companies
have engaged in an effort to better understand their internal cost of s ‘
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and the lack of comprehensive data structure, they end up with a
very high level cost allocation to come up with an estimate of their
cost of product / test, cost of reviewing a batch record and more.
DIRECT COSTS: In Smart-QC we have created an accurate and
robust Cost of Quality module. The model includes hands-on-time
(HOT) by test for both analyst and instruments from the planning
module, these are being aggregated to the product level. The
analysts cost is calculated by multiplying the hourly cost per lab
resource with the HOT. The total instrument direct cost is calculated
in similar manner by multiplying the direct hourly cost of each
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INDIRECT COSTS: The direct costs are calculated based on the direct HOT for both Analysts and Instruments as well as the related material
associated with the testing. Smart-QC offers various allocation methods which allows the users to select how the over-head and the indirect
cost will be assigned to each product. Some of the allocation method / cost drivers are leveraging the planning data that already were
collected and used for the resource planning.

These include cost drivers as volume, analyst time, instrument time required and more. The cost of quality module is directly connected with
the forecast hence users can easily translate the new given demands and their effects in terms of QC Laboratories cost. Smart-QC allows the
user to save a base-line (i.e., 2009 Budget), while assess various scenarios / initiatives and see what will be the impact on cost. These
initiatives can be related to MAKE OR BUY decisions, Automation, campaign strategy and more. By having an integrated cost of quality to the
resource planning, the QC management team can also generate their expected budget based on a given forecast, stability volume, reduced
test program and more. Finally, Smart-QC enables the QC management team to generate costing related reports such as: Direct cost Per
Test, Direct cost Per Product, Cost per Test Per Period, Cost per Product Per Period, Cost By Category, Top 10 Cost Iltems by Period, Lab
Budget by item / Work Center, Cost by Work Center and more.

In summary: Today’s economy enforces us to take some of the costing techniques and approaches to the 21st century and demands more
accurate and value added cost modeling to help the process excellence team to focus their effort on high cost product / test / cost items to
drive cost reduction and value added initiatives.

News and Events, Upcoming Events:
= Friday November 7th 11:00AM — 12:00PM — on KPI In Quality Operation.
= Tuesday November 25t 11:00AM — 12:00PM on Planning and Scheduling in QC Laboratories www.smart-gc.com.

= Friday November 21st or Monday November 24th 11:00AM — 12:00PM — on Batch Record Documentation Errors Reduction
Methodology & QA Efficiency.

Please visit our web site www.cmanageefficiency.com, www.cresultsconsulting.com, and www.smart-gc.com for the latest events




