1 General Motors

‘May 4, 2005
Mr. Don Signer
Signer Buick Dba Signer Cadillac 118725
30639 Balentine Dr
Newark, CA 94580-5377

Dear Mr. Signer:

This letter documents the results of the recent Service and Warranty Administration contact conducted in
your dealership’s Service Department March 18, 2005 through May 4, 2005. .

Representing your Dealership during the contact closing on May 4, 2005:
Don Signer Dealer Operator
Details of the claim review follow. However, i do feel that | can summarize all of the findings and issues as

a lack of close attertion to detail and a failure to follow well-established policies and procedures. | feel
that the lack of a service manager at your dealership is at the root cause of most of the issues found

- during the review. Currently -your dealership doss not comply with General Motors policies and

procedures with respect to service management authorization. Following is the definition of service
management from GM Policies and Procedures Section 1.6

o. Service Management Approvals and Claim Anthorizations

Service management approval in the fotm of a signature, date and explanation, is the
method of documenting the involvement and consent of dealership service management
prior to the work being performed.

Dealer is to designate one person responsible and accountable for all approvals issued by

service management, Typically, this would be the service manager or service director.

When portions of responsibilities are delegated to other members of service management,

those who become empowerad are to be salaried members of the service management

team, responsible for supervision of emplovees, the performance of the seryice depariment,
2nd the responsibility for administering the GM warranties. Service technicians,

claims administrators, other suppert, or hourly personnel are not to be empowered for

these types of management approvals. All-such delegation of approval is to be monitored

by the service manager or director, on a routine basis, for compliance with GM Service

Policies and Procedures, : '

Your dealership is in Warranty Observation Period 3. This generated a dealer self review packet, which
was the basis for my salection of claims io review. As you can see, not every claim with a discrepancy
was debited. Debiting claims was not the objective of this review. The objective was to educale you as to
the issues that exist, so that correciive actions can be taken

if your dealership enters Observation Feriod 4, this will result a full audit led by a field warranty
administrator. Should such an audit be necessary, all claims found to have issues not in compliance with
GM polices and procedures, including unqualified service manager authorizations that have been
previously overlooked during reviews, will be debited. Based on the number of issues found during this
raview of a relatively amall repair order sample, & full audit chargeback could be substantial.

During the review, | spent time reviewing your Service Depariment's processes and internal controls and
developing some recommendations for you to consider impiementing. 1 want to share with you some of
the effective Warranty Administration practices | observed, as well as those areas where there is
opportunity for improvement. | have detailed my observations for you in an attachment to this letter.



As a result of the Warranty Administration review, the following deviations from General Motors Sefvice
Policies and Procedures were identified: ' '

Devlatlon / Area of Concern ‘ Potential Actual
Debit Debit
Service Manager Authorization Missing 1,420.80 557.50

EXCESSIVE Sublet/Labor 36314 363.14
Daaler repairs listed as sublet 165.00 165.00
Shop Supplies/Parts Expediting 99.63 899.63
Complaint Cause Correction Missing 611.13 115.21
Total 265070 1,300.48

Attached is a fist of representative repair orders for each of the deviations, with reference io the relevant
documentation, such as GM Service Palicies and Procedures. These repair orders provide specific
examples of the Warranty Administration cancerns identified during this contact so that you and your
service management can effectively take corrective action.

© Because your Dealership had been mada aware previously that deviations from GM Service Policies and
Pracedures existed, or due to the nature of the deviations, a debit will be processed for § 1,300.48,

~ To prevent these deviations in the future, it is important that your Dealership establish intemal procedures
to correctly authorize, documant, and submit only those claims that are the responsibility of General
Motors, in accordance with GM Service Palicies and Procedures.

I there is additional assistance or information you feel | can provide to heip resolve the areas of concern,
please contact me. Currently, | am planning a follow-up contact for July 15, 2005,

Your signature below acknowledges receipt of thiz letter and any attachments.

Don Signer
Dealer Operator
Sincerely,
Brian Vieau
Area Service Manager
Attachment
o Susan Keenghan

Linda Knight



Qbservations & Recommendations

Based on my review of your Dealership's Service Department
processes and internal controls, these are areas where the Dealership
is doing well:

Assembly Repair/Replacement ' Courtesy Transportation
Customer Signature Shop Comebacks / Pyramiding

Shop Comebacks

The following, however, are areas of concern:

Complaint Cause and Gorrectlon {(3C’s)

Repair Orders musi adequately identify the complaint, cause of failure or reason for repalr/replacement.
The Service Advigor must record and confirm each customer concern during RO write-up. Vague
descriptions such as “repair oil tsak” or “engine stalls” are not acceptable. The technician must record
cause of failure and the repairs performed. Only the technician entering the information ¢an change the
repair description. Onice the RO is closed out, the technician’s commaents cannot be altered. Technician
documentation on the hard copy is to be transferred to ali other copies of the RO, along with any codes,
iest results, specifications, adjustments, readings or measurements. RO must contain . the J42000
Midtronics tester code for tested batteries (also required as @ comtnent on submitted claim). When repairs
are performed according to bullsting or Technical Assistance, the technician must record the bulletin
number or Technical Assistance case number on the RO and attach a copy of the case. Sublet invoices
must also contain complaint, cause and correction. Reference: GM Service Policies and Procedures
Manual, Adicle 1.6.2, 1.6.11a, 2005 GM Claims Processing Manizl, Section 1.C.2 and GM Service
Bulletin 99-06-03-012 . .

D ion

All warranty, customer pay and internal Repair Orders are to be retained for 24 months in individual
vehicle history files, retained in sequence by the model year and last six positions of the VIN. The history
file must also contain all supporting documents, including rental bifls, tow bills, sublg{ bilis, parts
procurement (25000 & Z5001) invoices, Technical Assistance cases, SRTA foms, diagniostic
worksheets, alignment printouts, proof of return shipment of core parls, replacement battery waranty
statement and insert, etc. Supporting documents must also be cross-referenced to the RO and VIN.
Reference: GM Service Pdlicies and Procedures Manual, Articles 1.6.3a, 1.7.3, 1.56.11¢, 1.5.18, 1.5.19
and GM Service Bulletin 99-00-84-021C. ‘

Sublet Excessive

Sublet charges cannot exceed the net cost to Dealer or the amount a Dealer would have been paid if the
work was performed by that Dealer using GM parte and published GM labor times, whichever is lower.
Repairs will be reimbursed at Dealer's actual cost less any discounts or allowances. Reference: GM
Service Policies and Procedures Manual, Aricle 1,58, and 12002 GM Claims Processing Manuai,
Sechon VI

Parts Expediting
This prc;d:edure should only be utilized during the vehicle's warranty c'cwérage period or for the coverage

period of a GM replacement part. Labor operafion 75000 is for purchasing & part locally for same-day
repaire; 75001 is for ordering the part CS0-3 through GMSPO. These fwo labor operations are muually

exclusive. All records and invoices in support of the claim must be retained in the vehicle history file.
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Observations & Recommendations

Reference: GM Service Policies and Procedures Manual, Articles 1.5.19, 1.6.2p, and GM Service Bulletin
20-00-84-021C. : ‘

Serylce Management Approval

Service Management approval in the form of a signature, date and explanation, is the method of
documenting the involvement and consent of Dealership Service Management prior to the work being
performed, This approval is to be noted on each appropriate line of the RO. The Dealer is to designate
one person responsible and accountable for all approvals issued by Service Management Typically, this
wouid be the Setvice Manager or Service Director. Service technicians, claims administrators and other
support personnel are not empowered for these types of management approvals. Authorization codes,
along with the reason for issuing, the date, and signature/initials of the authorizer are to be recorded on
the RO by Service Management. Reference: GM Service Policies and Procedures Manual, Article 1.6.2,0,
and 2002 GM Claims Processing Manual, Section I1.C2.F.

Straight Time / Other Labor Hours

If unusual circumstances are encountered in the repair process, the technician is to contact Service
Management for approval prior to the work being performed. Service Management approvai in the form of
a signature, date and explanation is required for the technician io proceed on a straight time basis.
Service Management ia responsible for the reasonableness of the straight time request. Record on the
RO the reason for straight time. Separate on/off time recording is required for each straight time operation
including or/off time associated with diagnosis time beyond published variable diagnosis time. Technician
inefficiency or lack of training is not sufficient justification for straight ime. Reference: GM Service Policies
and Procedures Manual, Article 1.8.2,m+0.

Unapproved Add-ons

Any repair work added to the RO after initial write-up must be entered and identlfied on the RO using the

terminology “added operation”, along with the time and date. All added operations are to be varified and

~ approved by Service Management signature on the RO prior to the work being performed and include the
- specific reason for the additional repair. Reference. GM Service Policies and Procedures Manual, Aricle
1.6.2.n o
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