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EXECUTIVE SUMMARY 

PURPOSE 
The Office of the State Auditor received an allegation through its Hotline that a parts vendor 
improperly billed vehicle parts to the Town of Chapel Hill (Town) by altering work orders and 
submitting false invoices. 

BACKGROUND 
The Town of Chapel Hill is located in Orange County. The Mayor and eight Town Council 
Members make policy decisions for the Town. The Mayor is elected for two-year terms while 
Town Council members are elected for four-year terms. The Town Manager carries out the 
policies and directives of the Mayor and Town Council and oversees the delivery of all Town 
services. 

The Town’s Public Works Department manages the Town’s vehicle fleet, storm water, solid 
waste, facilities, streets, and traffic. The Fleet Management Division within this department 
provides and maintains vehicles to ensure the provision of public services to Town residents. 
On May 1, 2012, the Town contracted with a local auto parts company to purchase and 
manage the parts inventory for the Town’s Fleet Management Division. 

KEY FINDING 
• A parts vendor improperly billed the Town of Chapel Hill at least $210,035 for parts that 

did not match the associated work orders.   

KEY RECOMMENDATIONS 
• The Town should seek repayment for parts not used. 
• The Town should implement procedures to adequately review invoices and work 

orders. 

• The Town should review invoices from periods prior to 2016 to determine if additional 
parts were improperly billed to the Town. 
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AUDITOR’S TRANSMITTAL 

The Honorable Roy Cooper, Governor 
Members of the North Carolina General Assembly 
Pam Hemminger, Mayor, Town of Chapel Hill 
Maurice Jones, Town Manager, Town of Chapel Hill 

Ladies and Gentlemen: 

Pursuant to North Carolina General Statute §147-64.6(c)(16), we have completed an 
investigation of allegations concerning the Town of Chapel Hill. The results of our investigation, 
along with recommendations for corrective action, are contained in this report. 

Copies of this report have been provided to the Governor, the Attorney General, and other 
appropriate officials in accordance with G.S. §147-64.6(c)(12). We appreciate the cooperation 
received from the management and employees of the Town of Chapel Hill during our 
investigation. 

Respectfully submitted, 

 
Beth A. Wood, CPA 
State Auditor 
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Beth A. Wood, CPA 
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Article 5A, Chapter 147 of the North Carolina General Statutes, gives the Auditor broad powers to examine all books, 
records, files, papers, documents, and financial affairs of every state agency and any organization that receives public 
funding. The Auditor also has the power to summon people to produce records and to answer questions under oath. 
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BACKGROUND 

 The Office of the State Auditor initiated an investigation in response to a Hotline allegation that 
a parts vendor improperly billed vehicle parts to the Town of Chapel Hill (Town) by altering 
work orders and submitting false invoices. 

Our investigation of this allegation included the following procedures: 

• Review of applicable Town policies and procedures and North Carolina General 
Statutes  

• Examination and analysis of available documentation including contracts, invoices, and 
vehicle work orders 

• Interviews with personnel from the Town, the parts vendor, and other vehicle 
companies 

This report presents the results of the investigation. The investigation was conducted pursuant 
to North Carolina General Statute §147-64.6 (c) (16). 

The Town of Chapel Hill is located in Orange County. The Mayor and eight Town Council 
Members make policy decisions for the Town. The Mayor is elected for two-year terms while 
Town Council members are elected for four-year terms. The Town Manager carries out the 
policies and directives of the Mayor and Town Council and oversees the delivery of all Town 
services. 

The Town’s Public Works Department manages the Town’s vehicle fleet, storm water, solid 
waste, facilities, streets, and traffic. The Fleet Management Division within this department 
provides and maintains vehicles to ensure the provision of public services to Town residents. 

Contract with Local Parts Vendor 
Effective May 1, 2012, the Town contracted with a local parts vendor to purchase and manage 
the parts inventory for the Town’s Fleet Management Division. This “integrated supply 
agreement” for “In-House Parts Management & Supply” required that the parts vendor operate 
a work space within the Town’s Operations Center to supply parts and maintain an adequate 
parts inventory. The parts vendor provided a monthly bill listing all parts invoiced with related 
costs and an on-site employee to manage the operation.  

Town’s Repair and Billing Process 
Town vehicle repair and maintenance began with a departmental vehicle repair request. The 
Fleet Management Division input the repair request information into the Town’s work order 
system. The system generated a work order (with a sequential work order number) which 
referenced the fleet vehicle number needing repair.  

A technician received an assigned work order, began the repair process, and obtained needed 
parts from the on-site parts vendor employee. Once the repair was completed, the technician’s 
amount of labor required was recorded on the work order. The Fleet Supervisor reviewed the 
labor and repair work recorded on the work order and closed the work order. The Fleet 
Management Division charged the requesting Town Department’s budget for the parts and 
labor noted on the work order.  
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BACKGROUND 

 
Parts Vendor’s Billing Process 
The parts vendor employee identified and provided the appropriate parts to the technician for 
the repair. He documented the parts provided to the technician in the Town’s work order 
system and also recorded the parts in the parts vendor’s invoicing system. At the end of each 
month, the parts vendor submitted the parts invoices referencing the vehicles repaired and 
work order numbers to the Fleet Manager. The Fleet Manager reviewed and approved the bill 
before the Town’s Finance Department sent payment to the vendor.  
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FINDING AND RECOMMENDATIONS 

A PARTS VENDOR IMPROPERLY BILLED THE TOWN OF CHAPEL HILL AT LEAST $210,035 FOR 
PARTS THAT DID NOT MATCH THE ASSOCIATED WORK ORDERS 

Between January 1, 2016 and March 31, 2017, the Town of Chapel Hill’s (Town) parts vendor 
improperly billed the Town at least $210,035 for parts not included on associated work orders. 
The Town failed to detect the errors because (1) the Town’s work order system did not interface 
with the parts vendor’s invoice system, (2) the parts vendor did not provide adequate parts 
detail reporting, and (3) the Town’s Fleet Manager did not sufficiently review the invoices.  

Billed Parts Not on Associated Work Orders 
The Town contracted with a local parts vendor to provide parts and supplies for its Fleet 
Management operations. During regular maintenance and repair of Town vehicles, the Town 
created a work order that documented necessary labor by Town repair technicians and parts 
provided by the on-site parts vendor. The parts vendor billed the Town for parts used. 

However, during the 15-month period reviewed, the parts vendor billed the Town $210,035 for 
parts not listed on the referenced work orders. Specifically, a parts vendor employee1 
improperly billed the Town by: 

• Submitting additional invoices for parts not listed on the work order 

• Adding to the invoice parts not listed on the work order 

• Creating duplicate invoices for the same work order 

Town officials and parts vendor officials reviewed errors identified by investigators and 
confirmed abnormalities existed. Of the $210,035 of improperly billed parts identified by 
investigators, the Town and parts vendor agreed that the Town paid at least $134,000 for parts 
not placed on Town vehicles.2   

Resulted in Payments of $210,035 for Parts Not on Associated Work Orders 
As a result of the billing errors, the Town paid the parts vendor for:  

• $130,810 for parts that did not fit Town fleet vehicles  

• $75,923 for parts that may fit a Town vehicle, but did not match the associated work 
orders 

• $2,147 in core deposit charges3 

• $1,155 for duplicate invoices  

The Town and parts vendor agreed that the parts vendor should reimburse the Town $134,112 
for parts improperly billed. The Town received the reimbursement check from the parts vendor 
on September 11, 2019. These funds could have been used for other Town programs.  

                                                      
1 Prior to the start of our investigation, the parts vendor terminated the employee who billed for these parts.   
2 The remaining $76,000 in parts may fit a Town vehicle, but did not match the associated work orders. 
3 “Certain types of auto parts can be recycled or, more specifically, remanufactured for future sale. These parts  

have a core price that is used as a form of deposit on the portion of the part that can be remanufactured and 
that is designed to encourage return of the old part. The ‘core,’ simply put, is your old part. Returning cores can 
save you money on replacement parts.”  https://www.napaonline.com/en/what-is-a-core 

 

https://www.napaonline.com/en/what-is-a-core
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FINDING AND RECOMMENDATIONS 

Errors Not Detected Because of a Lack of Systems Interface, Inadequate Parts Detail 
Reporting, and Insufficient Oversight 
The lack of interface between the Town’s work order system and the parts vendor’s invoice 
system prevented automatic transfer of parts data between the systems. The parts vendor’s 
employee manually entered the parts information into the Town’s system and ordered, 
received, and billed parts in the parts vendor system. Due to manual entry of parts data into 
dual systems, the likelihood of invoicing errors increased. 

The Town did not request and the parts vendor did not offer to provide adequate information 
to assist the Town in reconciling parts information. According to the parts vendor, the Town did 
not receive “granular data about the parts they use” that can be used to compare invoices to 
their work order system. Also, the parts vendor’s monthly bill failed to include the work order 
numbers referenced to each invoice.   

The Town’s Fleet Manager did not properly review monthly invoices submitted by the parts 
vendor. The Fleet Manager told investigators that he performed “a cursory review” of the 
monthly bill which included a stack of approximately 100 invoices. However, he did not match 
parts billed on invoices to parts listed on referenced work orders. The Fleet Manager said he 
trusted the parts vendor employee responsible for the invoicing.  

Parts Vendor Contract Proposal Outlines Billing Responsibilities 
The parts vendor’s contract proposal specified the parts vendor’s “responsibility to properly 
invoice all parts at the time of sale and ensure all parts are billed to the proper work order.” 

Further, the contract proposal indicated that its system “ensures that all parts and supplies 
used in the shop get billed to a proper work order – allowing our customers the auditability in 
what they do in their fleet operations.” The parts vendor’s contract proposal claimed a benefit 
of its system was that “the customer only pays for the part when they use it.”   

RECOMMENDATIONS 
The Town should seek repayment for parts not used. 

The Town should implement procedures to adequately review invoices and work orders. 
Specifically, the Town should: 

• Reconcile parts included on work orders to parts billed on invoices before making 
payment 

• Verify that goods and services purchased have been received 

The Town should review invoices from periods prior to 2016 to determine if additional parts 
were improperly billed to the Town. 

Note: Finding referred to the District Attorney for Prosecutorial District 15B, which 
includes Orange County. The District Attorney will determine if there is sufficient 
evidence to pursue criminal charges related to the improper billings. 
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This investigation required 1,035.5 hours at an approximate cost of $106,656.50. 
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ORDERING INFORMATION 

COPIES OF THIS REPORT MAY BE OBTAINED BY CONTACTING: 

Office of the State Auditor 
State of North Carolina 

2 South Salisbury Street 
20601 Mail Service Center 

Raleigh, North Carolina 27699-0600 

Telephone: 919-807-7500 
Facsimile: 919-807-7647 

Internet: https://www.ncauditor.net 

To report alleged incidents of fraud, waste or abuse in state government contact the 
Office of the State Auditor Fraud Hotline: 1-800-730-8477 

or download our free app. 

 
https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor 

 
https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745 

For additional information contact: 
Brad Young 

Director of External Affairs 
919-807-7513 

  

 

https://www.ncauditor.net/
https://play.google.com/store/apps/details?id=net.ncauditor.ncauditor
https://itunes.apple.com/us/app/nc-state-auditor-hotline/id567315745
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