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Audit of NAPA Contract Compliance 

 

EXECUTIVE SUMMARY 
 

 
Pursuant to the Office of Inspector General 2018-2019 Work Plan, we have audited the District’s contract 

with Genuine Parts Company (NAPA) used for the procurement of automotive parts and supplies. The 

primary objectives of this audit were to (1) determine the extent of compliance with the NAPA agreement 

and (2) assess the adequacy of the internal controls for ordering auto parts from, and returning parts to, 

NAPA. 

 

1. Adequate Controls for Ordering Parts; NAPA Invoices for Parts In Compliance  

 

The contract allows NAPA to invoice the District for parts at cost plus a 10% mark up for profit.  Our 

review of sample NAPA invoices and support documentation revealed that NAPA was complying with the 

provisions of the agreement in billing the District for parts at cost plus a markup of 10%.  Furthermore, the 

existing control procedures appear adequate, and are being followed for the part ordering process.   

 

Management Response:  Management Concurs.  (Please see page 8.) 

 

 

2. Procedures for Returning Parts to NAPA Not Consistently Followed at All Locations 

 

The Central and South service locations did not maintain Return Merchandise Receipt Books for parts 

returning to NAPA.   We noted a credit memo dated January 9, 2018, issued to the Central location for 

163 parts totaling $8,634.05.  The parts could not be traced to work orders in Asset Works, and there was 

no other documentation to link these parts to specific vehicles.  Thus, we could not determine if the parts 

were legitimately ordered.  Although the parts were eventually returned back to NAPA to receive credit, 

procedures should be followed at all locations to ensure all unused parts are safeguarded, can be traced to 

work orders, and that appropriate credits are received in a timely manner.  

 

Management Response: Management concurs. The Director has implemented the existing return 

materials process at all locations.  (Please see page 8.) 

 

 

3. Some Operating Costs Invoiced by NAPA Not Adequately Supported 

 

NAPA regularly invoiced the District for some indirect costs that totaled $56,118 during the three-year 

audit period.  Supporting documentation did not adequately demonstrate how the amounts were calculated 

or derived.  

 

 Additionally, some of the operating costs billed by NAPA were not based on actual cost as defined by 

contract language.  More specifically, NAPA regularly invoiced the District to cover costs associated with 

some of their corporate off-site staff.  These charges were based on a percentage of sales rather than actual 

operating costs.  The charges totaled $240,973.94 over the 3-year audit period.   

 

The net financial impact cannot be determined since the actual costs of the salaries and fees involved were 

not available.   
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Lastly, we identified a single $540.77 overbilling instance on the January 2017 invoice due to a manual 

calculation error made by NAPA.  

 

Management Response: Management concurs. The Transportation Department will work with General 

Counsel to clarify contract language, to ensure contract compliance regarding the invoiced costs 

referenced in the audit report. With regard to the overbilling and payment, the District has received a 

$540.77 credit from NAPA.  (Please see page 8.) 
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M E M O R A N D U M   
 

TO:  Honorable Chair and Members of the School Board 

  Donald E. Fennoy II, Ed.D., Superintendent of Schools 

  Chair and Members of the Audit Committee 

 

FROM: Lung Chiu, CPA, Inspector General 

 

DATE:  May 15, 2020 

 

SUBJECT: Audit of NAPA Contract Compliance 

 

 

PURPOSE AND AUTHORITY 
 

Pursuant to the Office of Inspector General 2018-2019 Work Plan, we have audited the District’s 

contract with Genuine Parts Company (NAPA) used for the procurement of automotive parts and 

supplies. The primary objectives of this audit were to (1) determine the extent of compliance with 

the NAPA agreement and (2) assess the adequacy of the internal controls for ordering and returning 

auto parts to/from NAPA. 

  

SCOPE AND METHODOLOGY 
 

This audit was performed in accordance with Government Auditing Standards. Those standards 

require that we plan and perform the audit to obtain sufficient, appropriate evidence to provide a 

reasonable basis for our findings and conclusions based on our audit objectives. We believe the 

evidence obtained provides a reasonable basis for our findings and conclusions based on our audit 

objectives. 

 

The scope of the audit covered the period of July 1, 2016 through June 30, 2019. The audit included 

(1) interviewing appropriate department officials and staff, (2) reviewing control procedures, and 

(3) reviewing documents and relevant information including: 

 

1. School Board Policy 2.29 –  Maintenance and Repair of Automotive Equipment 

2. PBCSD Organizational Charts 

3. Integrated supply Agreement by and between Genuine Parts Company and The School Board 

of Palm Beach County, Florida (Agreement) 

4. Repair Parts Ordering Manual 

5. Returning Repair Parts Process Manual 

6. Asset Works software - Work Orders 

7. Monthly NAPA invoices and supporting documentation 

  

THE SCHOOL DISTRICT OF LUNG CHIU, CIG, CPA                        SCHOOL BOARD 
PALM BEACH COUNTY, FLORIDA INSPECTOR GENERAL                                 FRANK A. BARBIERI, JR, ESQ, CHAIR 

                                                                      CHUCK SHAW, VICE CHAIR 
OFFICE OF INSPECTOR GENERAL                                                             MARCIA ANDREWS 
3318 FOREST HILL BLVD., C-306.  KAREN M. BRILL 
WEST PALM BEACH, FL 33406  BARBARA McQUINN 
(561) 434-7335     FAX: (561) 434-8652  DEBRA L. ROBINSON, M.D. 
www.palmbeachschools.org  ERICA WHITFIELD 
Hotline: (855) 561-1010                                                                      
  DONALD E. FENNOY II, Ed.D., SUPERINTENDENT 

http://www.palmbeachschools.org/
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Audit conclusions were presented to staff during the audit so that necessary corrective actions could 

be implemented immediately.  Management responses are included in Appendix A.  We appreciate 

the courtesy and cooperation extended to us by staff during the review.  The final draft report was 

presented to the Audit Committee at its May 15, 2020, meeting. 

 

 

BACKGROUND 
 

The Transportation Services Department (Transportation) is responsible for maintaining over 1,800 

District vehicles, including school buses.  

 

Transportation provides two types of maintenance services for District vehicles:  

 

(1) Preventative Maintenance – mandatory safety inspections approximately every 30-working 

days (school buses only), and scheduled maintenance to keep vehicles operating efficiently 

and effectively. 

(2) Repair/Maintenance Services – to repair vehicles as needed. 

 

NAPA Agreement 

 

 The initial Integrated Supply Agreement (Agreement) between Genuine Parts Company (dba 

NAPA Auto Parts) and The School Board of Palm Beach County was effective October 3, 2012.  

The Agreement piggy-backed on the competitive solicitation process (RFP) of the National Joint 

Powers Alliance Contract No. 010511-GPC.  The original agreement had a three-year term with an 

option to renew for an additional two-year period.  The District entered into a new agreement with 

NAPA effective February 7, 2018, and expiring on February 6, 2021 with an option to renew for 

an additional two-year period. 

    

The Agreement was authorized under Section 163.01, F.S., the Florida Interlocal Cooperation 

Act of 1969, which allows School Districts to purchase goods and services from a contract secured 

by a government related association.   

 

The primary justification for the Agreement was to increase the quality of service, improve 

performance, handle the parts room management, and realize cost savings by reducing procurement 

and transaction management activities. 

 

NAPA’s primary on-site store is located at the District’s Central Transportation facility and a 

secondary store is located at the South Transportation facility.  NAPA also has off-site satellite 

locations at the North, East, Royal Palm and West facilities.  These facilities hold pre-determined 

fast moving consigned inventories which are stored in secured areas. 

 

The Agreement allows NAPA to invoice the School District for product and operating costs.  The 

goal of the pricing plan is to achieve a ten percent (10%) net profit for NAPA. 

 

 Product Costs – These costs are the price of the inventory supplied to the School District 

by NAPA.   
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 Operating Costs - These costs are any and all costs and expenses associated with operating 

the on-site stores including, but are not limited to, two vehicles and related expenses, salary 

and benefits for NAPA employees, and personal property insurance.  The School District is 

to pay actual operational costs of the first on-site store, or $28,068 per month, whichever is 

less; plus the actual operational costs of the second on-site store, or $5,000 per month, 

whichever is less.  Operational costs are to be included at the end of each month on an “in 

arrears basis.” 

 

NAPA Expenditures 

Fiscal Year 2015 to 2019 

  

Fiscal Year Total Expenditures 

2015 $4,447,457.23 

2016 $4,570,455.22 

2017 $4,349,165.59 

2018 $3,501,596.41 

2019 $3,125,414.51 

              Total         $19,994,088.96 

 

                          *Source: NAPA billing statements 

 

The District paid a total of $10,976,177 to NAPA during the 36-month audit period of July 1, 2016 

through June 30, 2019.  Of that amount, $9,835,113 was for parts, and $1,141,064 was for operating 

costs.  The operating costs charged for first and second on-site stores were $961,064 and $180,000 

respectively.  The charges for the first on-site store were billed at the maximum allowable amount 

of $28,068 for 19 of the 36-month audit period.  The charges for the second on-site store were billed 

at the maximum allowable amount of $5,000 per month for each of the 36 months reviewed. 
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Part Ordering and Return Process 

 

Start
Mechanic inspects vehicle and 
requests part to foreperson/
designee.

Foreperson/designee approves and creates a work 
order in Asset Works. Information is sent to NAPA 
to fill order.

NAPA delivers the parts to the satellite/shop 
supervisor who signs for parts received.  

The shop supervisor issues part 
to mechanic for installation.

Correct part?Yes No

Mechanic returns part to shop 
supervisor for return to NAPA.

Mechanic installs 
part and notifies 
foreperson.

Foreperson verifies 
work is completed.

Foreperson closes 
work order to signify 
work is complete.

Transportation budget 
technician reconciles the daily 
activity reported by NAPA to 
the NAPA invoices.

End

Shop supervisor prepares a pre-numbered 
Return Merchandise Receipt (RMR).

NAPA employee verifies part and takes back 
to central store with carbon copy of RMR. 
(Original RMR retained at satellite)

NAPA manager or supervisor reviews 
part and receipt to issue credit.

NAPA delivers credit memo and copy of 
RMR back to shop supervisor.

Shop supervisor verifies credit memo with 
original RMR and work order in Asset Works.

Shop supervisor files credit memo 
and RMR pink copy.

Warehouse analyst or designee performs 
monthly audit of the RMR book at the 
satellite inventory location to verify all parts 
have been returned for credit.
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CONCLUSIONS 
 

1. Adequate Controls for Ordering Parts; NAPA Invoices for Parts In Compliance  

 

We reviewed 68 sample invoices, totaling $104,705.45, from a total of $9,835,113 in parts and 

supplies billed to the District during the audit period.  In selecting our sample, we focused on 

invoices that contained high dollar resalable items.  For each invoice reviewed, we determined 

if: 

1. The repairs on the invoice could be traced to valid work orders (WOs); 

2. Mechanics were receiving proper approval for parts from the foreperson/designee; 

3. The repair forms were properly approved; 

4. The ordered parts were received; 

5. The quantities of parts ordered agreed with the quantities noted on the NAPA invoice; 

6. The amounts billed for individual parts were supported by receipts; and included no 

more than the 10% profit allowed by the Agreement. 

 

The review of records and support documentation for the sample invoices revealed that NAPA 

was complying with the provisions of the agreement in billing the District for parts at cost plus 

a markup of 10%.  Furthermore, existing control procedures appear adequate, and are being 

followed for the part ordering process.   

 

Management Response:  Management concurs.  (Please see page 8.) 

 

 

2. Procedures for Returning Parts to NAPA Not Consistently Followed at All Locations 

 

When unused parts are returned to NAPA from satellite locations, the Returning Repair Parts 

Process Manual requires certain information to be entered in the Return Merchandise Receipt 

Book including the date, work order number, NAPA’s invoice number, description of the part 

and part number.  This process helps ensure the District receives the appropriate credits.  

However, the Central and South service locations were not required to maintain a Return 

Merchandise Receipt Book when returning parts because the NAPA stores are on-site.    

 

During our review of the monthly invoices, we noted an $8,634.05 credit memo dated January 

9, 2018, issued to the Central location for 163 parts. According to the Warranty Coordinator, 

who serves as the lead supervisor, the credit memo was for parts found around the shop and that 

were ordered but not used.  However, the parts could not be traced to the related work orders in 

Asset Works, and there was no other documentation to link these parts to specific vehicles.  

Thus, we could not determine if the parts were legitimately ordered.  Although the parts were 

eventually returned back to NAPA to receive credit, existing procedures should be extended to 

include the Central and South service locations to ensure all unused parts are safeguarded, can 

be traced to work orders, and that appropriate credits are received in a timely manner.  

 

Recommendations 

 

The Director of Transportation Services should ensure return procedures outlined in the 

Returning Repair Parts Process Manual are implemented at the Central and South service 

locations. 
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Management Response: Management concurs. The Director has implemented the existing 

return materials process at all locations. 

 

 

3. Some Operating Costs Invoiced by NAPA Not Adequately Supported 

 

From a total of $1,141,064 in operating costs billed to the District during the audit period, we 

reviewed all 36 (100%) of the monthly invoices. We examined each line item on the invoices 

to determine if the charges were in compliance with the Agreement, and had appropriate 

supporting documentation for amounts charged.  We found that line items on monthly invoices 

had adequate documentation to support the amounts charged with the following exceptions. 

 

We noted three line items on monthly invoices for which there was insufficient documentation 

to demonstrate how the amounts were calculated or derived.  As a result, we could not verify if 

the amounts were accurately billed.  NAPA regularly invoiced the District for the three line 

items, totaling $56,118 during the three-year audit period, as follows (See Table 1):   

 

Table 1 

Line Item          

Total Amount Charged 

(over a 3 year period) 

Catalog Support fees   $                     14,400.00  

TAMS Support fees    $                     23,070.00  

VPN/WAN                 $                     18,648.00  

Total  $                     56,118.00  

                 

Additionally, we noted that some invoiced line items associated with the salaries and benefits 

of NAPA’s corporate off-site staff were not based on actual cost.  These charges ranged from 

$3,059.33 to $11,247.46 per month, and totaled $240,973.94 over the 3-year audit period (See 

Table 2).  The following four invoiced line items were consistently charged as a percentage of 

sales rather than cost: 

 

Table 2  

Line Item          Percent of Sales             

Total Amount 

Charged (over a 3 

year period) 

Executive Salaries (ES)                                                    1.00%  $            98,356.76  

Accounting & Data Processing Salaries (A&D)            0.50%  $            49,178.34  

General Office Salaries                                                  0.50%  $            49,178.34  

Employee Benefit Pension fees (EBP)                          0.45%  $            44,260.50  

Total  2.45%  $          240,973.94  

 

The “Payment Terms/Pricing” section of the contract defines operating costs as “any and all 

costs and expenses associated with the operation of the On Site Store(s), including, but not 

limited to, …salary and benefits payable to NAPA employees who work at the on-site 

stores….”.   The language in this section of the contract also states that operational costs are to 

be “billed to CUSTOMER at cost”.  The salaries and benefits charged for the above four line 
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items were not for “employees who work at the on-site stores”, and were not “billed at cost”, 

as prescribed by the “Payment Terms/Pricing” section of the contract.   

 

Although the “Payment Terms/Pricing” section of the contract does not allow operating costs 

to be billed as a percentage of sales, an example profit and loss statement attached to the prior 

contract as “Exhibit B” (See Appendix 2), notes that the above line items are based on a 

percentage of sales.  Nonetheless, Exhibit B of the current contract (See Appendix 3) does not 

note that any charges are based on a percentage of sales.  Contrarily, the current contract states 

that operational costs are to be “billed to Customer at cost”.  

 

The net financial impact of our findings cannot be determined without knowing the actual costs 

of the above noted salaries and fees involved.   

 

Lastly, we identified a single $540.77 overbilling instance on the January 2017 invoice due to 

a manual calculation error made by NAPA. 

 

Recommendations 

 

Transportation Services should obtain input from the Legal Department to: 

 

 Clarify contract language, including attached exhibits, to ensure the payment terms of any 

costs associated with NAPA’s corporate off-site staff are clearly defined.    

 

 Ensure that each NAPA invoice (1) complies with the payment terms of the Agreement, (2) 

is accurate, and (3) only includes amounts that can be supported by adequate back-up 

documentation, prior to approving the invoice for payment.  

 

 Seek reimbursement for the $540.77 overbilling on the January 2017 invoice.  

 

Management Response: Management concurs. The Transportation Department will work with 

General Counsel to clarify contract language, to ensure contract compliance regarding the 

invoiced costs referenced in the audit report. With regard to the overbilling and payment, the 

District has received a $540.77 credit from NAPA.  (Please see page 8.) 

 

 

 

 

 

 

 

End of Report
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Exhibit B of Prior Contract 
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Exhibit B of Current Contract (Effective February 7, 2018) 
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