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DISCLAIMER

This course and accompanying materials have been prepared for informational purposes only. Nothing 
in the course and accompanying materials is intended to constitute legal advice. Course participants 
should contact their attorney to obtain advice with respect to any particular legal matter. Any reference 
herein to any entity, person, organization, activities, products, or services as well as any links to external 
websites, does not constitute or imply any endorsement, recommendation or approval by NADA. The 
presentation of this information is not intended to encourage concerted action among competitors 
or any other action on the part of dealers that would in any manner fix or stabilize the price or any 
element of the price of any good or service.

IMPORTANT:

NADA assumes no responsibility for the results from applying these materials by dealers or other 
participants in an NADA training.
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Activity: Picture Your Parts Department

1.	 As a team, agree on three words that describe your parts 
departments.

2.	 Illustrate those three words on your flip chart using only 
pictures.

Parts Department Doodles
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First-Time Fill Rate (FTFR): Why Does It Matter?

FTFR: Rate at which your parts department can supply a part the first time it is requested.

Every minute that a technician has to wait on a part, either because it 
takes time to locate or because it must be ordered, costs: 

Effects of a Higher First-Time Fill Rate

Record some possible effects of a higher first-time fill rate. Consider all departments.
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FIXED OPERATIONS 1 – PARTS

Your Parts Department's vision statement...

•	 Does it have one?

•	 Should it?

Work in your teams to develop a parts department vision statement. Think about what your parts 
department would look like if it succeeded 100% of the time.

Activity: Vision Statement: 
The Big Picture

Vision Statements should be inspiring. For 
example:

•	 Google: Provide access to the world's 
information in one click.

•	 Ritz-Carlton: Inspire life's most meaningful 
journeys.

•	 Ikea: Create a better everyday life for the 
many people. 

•	 Nike: Bring inspiration and innovation to 
every athlete in the world (if you have a 
body, you are an athlete).

•	 Disney: Make people happy.
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Journey Through Parts
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Pre-Class Assessment

1.	 What is the number one priority of the Parts Department?

2.	 What is First Time Fill Rate (FTFR)? 

3.	 What is a stock part? 

4.	 What is a non-stock part? 

5.	 Should a dealer add every part to their DMS? Why or why not? 

6.	 How would you define a lost sale?

7.	 Which inventory dollar investment is more accurate, the one on the DMS or the one on the 
Financial Statement? Why?

8.	 Define obsolescence. 

9.	 What is an acceptable level of obsolescence as a percent of total inventory?
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Activity: Website Audit

1. Work with a partner to review each other's websites. Consider the following:

	̚ The parts department has its own web page.

	̚ The parts department page is easy to find. For example, does it link directly from the main 
page or is it hidden under Service?

	̚ The parts department page includes appropriate features:

	̚ Correct hours of operation

	̚ Correct contact information

	̚ Current featured specials and coupons

	̚ Parts catalog lookup by:

	̚ Make

	̚ Model

	̚ Year

	̚ VIN

	̚ Part Number

	̚ Links to accessory information:

	̚ On your own site

	̚ On your manufacturer's site

	̚ A working search feature

	̚ A parts order form (or a link to one)

	̚ Common parts (e.g., batteries, filters, tires, etc.) in a prominent position with links to 
order

	̚ Link to schedule service

	̚ Other features (e.g., blogs, videos, brochures, how-to-guides, etc.)

How many required fields does your order form have?

How long does it take to receive a response to an order form lead?



7© 2020 National Automobile Dealers Association.  All Rights Reserved.	 Participant Workbook

FIXED OPERATIONS 1 – PARTS

Activity: Website Audit Continued

2. What other observations do you have about your dealership website and your fixed operations pages 
(parts and service)?

3. Go to Amazon.com and walk through the steps required to find and order a common oil filter. How 
does it compare to finding and ordering a filter on your site?
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What Makes a Great Sales Call?

Record the characteristics of a great sales call.

Order Takers Order Makers
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Mystery Shop

Record your observations from the mystery shop 
phone calls. Identify three things that could be 
improved.
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Activity: Improving the Sale

Work in your teams to create a job aid that your parts employees can use to improve their phone 
customer service.
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Activity: Improving the Sale

Work in your teams to develop a strategy to get your parts employees to use the job aid you developed. 
Consider the parts manager's role.
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Differentiating Your Dealership

Describe some ways in which your dealership goes the extra mile for your customers.

Record some best practices from the class discussion that you might be able to use at your dealership.
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Sales, Gross, and Expense Financial Statement Mapping

Acura:
Sales & Gross Pg 4 L 52
Expenses Pg 3 L 66

Audi:
Sales & Gross Pg 9 L 35
Expenses Pg 4 L 64

BMW:
Sales & Gross Pg 6 L 12
Expenses Pg 3 L 61

FCA:
Sales & Gross Pg 5 L 22
Sales Expenses Pg 2 L 42
Fixed Expenses Pg 6 L 60

Ferrari:
Sales & Gross Pg 5 L 16
Expenses Pg 3 L 64

Ford:
Sales & Gross Pg 5 L 1 ->
Expenses Pg 2 L 5 & L9

GM:
Sales & Gross Pg 6 L 45 ->
Expenses Pg 4 L 57

Honda:
Sales & Gross Pg 4 L 53 ->
Expenses Pg 3 L 66

Hyundai:
Sales & Gross Pg 5 L 40 ->
Expenses Pg 3 L 62

Infiniti:
Sales & Gross Pg 6 L 31 -> 
Expenses Pg 3 L 52

Jaguar & Land Rover:
Jag. Sls & Grs Pg 5 L 23-30
LR Sls & Grs Pg 5 L 36-44
Expenses Pg 3 L 63

Kia:
Sales & Gross Pg 5 L 23->
Expenses Pg 3 L 60

Lexus:
Sales & Gross Pg 6 L 45->
Expenses Pg 3 L 52

Maserati:
Sales & Gross Pg 5 L 16->
Expenses Pg 3 L 66

Mercedes:
Sales & Gross Pg 9 L 21->
Expenses Pg 4 L 60

Mitsubishi:
Sales & Gross Pg 9 L 58->
Expenses Pg 4 L 65

Nissan:
Sales & Gross Pg 7 L 2->
Expenses Pg 3 L 52

Porsche:
Sales & Gross Pg 8 L 24 ->
Expenses Pg 6 L 30

+14% of L 64

Subaru:
Sales & Gross Pg 5 L 27->
Expenses Pg 3 L 61

Toyota:
Sales & Gross Pg 6 L 46->
Expenses Pg 3 L 55

Volkswagen:
Sales & Gross Pg 6 L 35->
Expenses Pg 3 L 63

Volvo:
Sales & Gross Pg 5 L 21->
Expenses Pg 3 L 63
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Sales and Sales Distribution 

Use your financial statement sales and gross page or the addendum sheet to calculate the percentage 
of total for each area.

Step One

Locate all the categories on the financial statement or addendum sheet and fill out the sales column 
with month-to-date (MTD) numbers.

Step Two

Calculate % of Total.

Example with Composite References
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Activity: Parts Sales Distribution (Fill in Sales and % of Total)

There are no NADA guides for sales numbers; they will vary  
depending on location and brand.

Notes

After this page, go to your FS Parts Excel Template.
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Gross Profit Contribution (Fill in the Blanks)

Use your financial statement to calculate the percentage of the total and percentage of sales for each 
area and compare the results to the profile percentage.

 

After this page, go to your FS Parts Excel Template.
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Gross Profit Chompers

Record the most common gross profit chompers.

G r o s s 
Profit
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Parts Department – Pro Forma Calculation
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Accessory Pro Forma

Aces of Accessories
Dealerships for these brands stand out in accessory sales during the first 120 days of new-vehicle 
ownership.

What Are You Missing with Accessory Sales?

If you sold $247 at 28% GP, how much parts gross would you make? 

With a one-to-one ratio, how much labor would you sell? 

How much labor would you make at 73% gross? 

Total parts and labor gross per accessory sale.

Multiply the total by the number of New Vehicles sold YTD.

Potential Accessory Gross Profit.

Accessory Sales Opportunity

•	 The Vehicle Accessory Market equals $40 billion a year.
	– 90% of that is spent within 90 days of vehicle purchase. 

•	 While accessory sales vary by brand and dealership, sales of the items more than double at stores in 
which salespeople discuss accessories with customers.

	– Only 43% of new vehicle buyers recalled a conversation about accessories on the showroom floor. 

Source: Automotive News 

+

=

x

=

Source: "Inside the Accessory Buyer's Mind," Foresight Research
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Calculating Markup Factor for a Desired Gross Profit (DGP) %

Double Check
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Matrix Pricing

Matrix pricing allows you to apply different markup factors to different ranges of prices in a consistent 
fashion using your DMS, which can contribute to increased profits. For example, your matrix could 
apply a markup factor of 3.0 times to parts that cost you from $0.01 to $2.00, and then apply a 
different markup factor of 2.7 times to parts that cost you from $2.01 to $3.50. You can set it up so that 
the matrix doesn’t apply to certain categories (sources) of parts, like parts that won’t sell if they are 
marked up from the factory-level prices (e.g., oil filters, air filters, engines, transmissions, etc.). 

You can also set your DMS so that it applies different matrices to different customers, like wholesale 
customers who may buy enough from you to earn a special discount. There is an override feature as 
well, so you can adjust pricing for individual sales if necessary. Remember, matrix pricing should be 
examined thoroughly before installation. It is personal to your dealership. NADA training provides 
examples, but you must tailor them to your dealership situation/location/competition.

Who controls pricing? ______________________________________ 

Domestic Example Import Example

Calculation
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Parts Department Best Practice

Some DMSs have a function to allow the parts department to increase the part price to end in 99 cents. 
For example, a part billed at $2.15 will automatically increase to $2.99. This feature can be turned 
on for different pay levels so it does not interfere with anything sold to a wholesale customer. This is 
additional gross profit for the dealership, and depending upon how many transactions are done on a 
monthly basis, it could be significant.
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Five Levels of Pricing

Notes
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Grading Your Wholesale Customers

What Makes a Customer a Wholesale Customer?

•	 Entities that are exempt from sales tax, either by exemption (e.g., churches) or by registering with 
the state (by being issued a tax ID certificate).

•	 Parts are bought for resale. 

Who Are Wholesale Customers?

•	 Body Shops

•	 Independent repair facilities (e.g., garage, gas stations, etc.)

•	 Municipalities (e.g., city, county, state entities)

•	 Schools and churches

What are Tax IDs and Why Are they Important?

•	 State Tax IDs/Reseller permit certificates

	– Certificates should be current and on file.

	– Should be updated annually (along with contact info, phone, and email).

	– Make sure that the sales tax collected is correct. 

Wholesale Comparison

•	 You work 3 times as hard to make a dollar in wholesale than you do in retail.

•	 Most body shops return about 15% of what they purchase.

•	 If you are making 6-8% gross profit in wholesale, are you making money?

•	 NADA considers wholesale breakeven to be approximately 17%.

Wholesale Customers 
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Activity: Wholesale Customer Case Studies, Part 1

1.	 Work in your teams to complete the activity.

2.	 Read the scenario and review the sales report provided by the parts manager.

3.	 Create a classification system with criteria to distinguish your best wholesale customers from your 
not-so-great wholesale customers.

4.	 Classify the customers on the parts manager's sales report. Record your top three and bottom three 
on chart paper. Be prepared to explain why you chose them.

Scenario

Your Dealer Principal (DP) has just returned from a 20 Group meeting with several action items to 
tackle before the next meeting. You, the newly appointed General Manager, are given the task of 
evaluating and improving the dealership’s wholesale parts business. The DP was put in the hot seat for 
being at 16% gross as a percent of sales, which is below both NADA Guide and the 20 Group average.  
Being the go-getter that you are, you decide to not only tackle gross as a percent of sales but also plan 
to increase overall wholesale parts sales. You conduct an initial assessment of your wholesale parts 
performance and practices and find the following:

•	 Your 20 Group average: 22% 

	– NADA Guide: 20-25% (varies based on location and competition)

•	 YTD sales as of December 2018: $1,916,825

•	 YTD gross as of December 2018: $306,692

•	 YTD gross as a percent of sales as of December 2018: 16%

•	 One dedicated wholesale parts consultant 

•	 Two delivery drivers 

•	 Marketing strategy: Word of mouth, sporadic cold calls.
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Activity: Wholesale Customer Case Studies Data
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Activity: Wholesale Customer Case Studies

Describe your classification system.
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Activity: Wholesale Customer Case Studies Classifications

Identify your top three and bottom three customers. Explain your choices.

Top Three Customers

Bottom Three Customers

1.

2.

3.

1.

2.

3.
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FIXED OPERATIONS 1 – PARTS

Activity: Wholesale Customer Case Studies Opportunities, Part 2

1.	 Identify some opportunities for improvement and describe how you can take advantage of them.

2.	 Consider incentive programs, like those employed by airlines, hotels, department stores, grocery 
stores, etc.
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Profit Centering – Blank Template

Controllable vs. Fixed Expenses 

Fixed expenses cannot be changed by a department. Examples of fixed expenses include:

What expenses can a parts department actually control?
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Controllable Expenses

Record some strategies to control expenses. 
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How many of your 
Parts Consultants 
know their daily (or 
weekly) goals?

Breakeven Analysis
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Breakeven Actual Performance

Notes
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Parts Employee Productivity

Do you have a sales and gross per employee problem?

Compare guide to sales and gross per employee to determine opportunities. 

Domestic parts sales per employee:	 $45,000+
Domestic parts gross profit per employee:	 $15,000+
Import parts sales per employee:	 $50,000+
Import parts gross per employee:	 $20,000+
High-line parts sales per employee:	 $63,000+
High-line parts gross per employee:	 $22,000+

                       NOTE: Large wholesale dealers will have higher sales and lower gross than above.

From Recent 
NADA 20 Group

Data

If you have a sales or gross deficiency, where do you look first to improve?
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Key Performance Indicators (KPIs)

What gets measured gets done.

What doesn't get measured, 
gets forgotten.

Parts Department KPIs - NADA Guides
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Months' Supply

Months' Supply Formula

Example

NADA Guide

Inventory Investment

•	 What does it suggest if you are above guide?

•	 What does it suggest if you are below guide?
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Gross and True Turns – The Critical Difference

Parts Inventory Gross Turns
•	 Gross turn is the number of times the total dollar investment in parts inventory is turned.

•	 It is not an indication of how “healthy” your inventory is.

•	 You can conceivably sell a lot of parts through the parts department and not move a whole lot of 
shelf stock.

Parts Inventory True Turns
•	 True turn is a much better indication of how well the inventory is being managed.

•	 It is a calculation of the number of times the stock order purchases are being sold and replaced.

•	 This could be the case if the dealership has excessive 
emergency purchases.

•	 However, even though the inventory has a good true 
turn figure, there could be other problems that can 
result in frozen capital.
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Gross Turn

Fill Rates

First Time Fill Rate (FTFR): Rate at 
which the parts department can 
provide a part the first time it is 
requested.

Same Day Fill Rate (SDFR): Rate at 
which the parts department can 
provide a part the same day it is 
requested.
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What is Idle Capital?
•	 Potential obsolescence: 7-12 months aged parts

•	 Technical obsolescence: 12 months and older

•	 New part no sales: Why do we have them?

•	 Forced stock: Returns

•	 Excess inventory: Extra depth

Notes
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Reconciliation Scenario

1.	 Bin count adjustments	 –$396

2.	 Price updates from OE	 +$2,227

3.	 Outside purchase	 –$4,355

4.	 Outside purchases	 +$2,938

5.	 DMS EOM (end of month)	 $557,839

6.	 Clean core	 $3,217

7.	 Dirty core	 $3,722

8.	 Dirty cores returned, no credit yet	 $2,334

9.	 NPN (no part number) parts	 $3,712

10.	WIP service ROs	 $19,051

11.	WIP body shop ROs	 $4,912

12.	Bulk oil	 $1,539

13.	Bulk trans fluid	 $1,033

14.	Pack lists parts received but not invoiced	 $887

15.	Parts with no cost	 $0

16.	Negative-on-hand parts	 $3,382

17.	Financial statement inventory	 $566,039
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Monthly Reconciliation of Parts to General Ledger

2 Basic Inventory Adjustments

•	 _ _____________________	 ________________________	 irregularities.

•	 _ _____________________	 ________________________	 from the manufacturer.
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Accounting vs. Calendar Month

Notes
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Price Changes from the Manufacturer

Price Changes Showing Detail
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“Inventory adjustment accounts represent the  
purchasing practices of the Parts Department.”

Toyota

Adjusted to Gross

Statement Inventory Adjustments

General Motors
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Proper Parts Accounting

How should inventory adjustments be accounted for?

Inventory Adjustments and Examples of How Parts Inventories Are Increased

1.	 Outside purchasing of parts for stock from a non-manufacturer source.
2.	 Adding new part numbers to inventory (increased coverage).
3.	 Purchases charged to the Inventory Account that should go into other accounts.

EXAMPLE:	 a. Paint Material	 d. Advertising	 g. Freight
	 b. Sublet	 e. Publications	 h. Handling Charges
	 c. Gas and Oil	 f.  Other Supplies

4.	 Price appreciation (price tape changes).
5.	 Re-ordering parts that are in stock, but unable to be located, due to:

a.	 Unused bin location.
b.	 Wrong bin location.
c.	 Improper stocking.

6.	 Parts charged to dealership, but not delivered, due to:
a.	 Shortage from freight company.
b.	 Company billed for parts not shipped.
c.	 Item charged with no intention of delivery.

Take out your emergency purchase document that you brought to class.

Parts Inventory Accounts Payable
Inventory Adjustments

Debits Credits
Debits Credits

Debits Credits
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Inventory Stamp

Inventory Stamps – Manual



47© 2020 National Automobile Dealers Association.  All Rights Reserved.	 Participant Workbook

FIXED OPERATIONS 1 – PARTS

Inventory Investment

How much should be invested in parts inventory?  

Guide:  ____________ months' supply

There are two places to find your store’s inventory investment:

What are some causes of Variance?

•	

•	

•	

•	

•	

•	

•	

•	

•	

•	

What are the effects of Variance?

•	

•	

•	

•	

•	

•	

•	

•	

•	

•	

1.

2.
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Potential Causes of Inventory Variance Source: WD&S Publishing
CONDITION
If:

POSSIBLE CAUSE
Check:

ACTION
Look for:

On-hand count in the 
system is higher or lower 
than what is physically in 
the bin.

Posting of sales. •	 Sales posting not current.
	– Parts sold not posted.
	– Incorrectly posted parts.
	– Sales posted to the wrong part number.
	– Duplicate posting of sales.

Plus/Minus adjustments •	 A plus adjustment used to receive a part, then receiving the same part by 
some other method - such as auto receipt.

•	 Incorrect posting of plus/minus adjustments.

Receipts •	 Incorrect posting of receipts.
	– Receipt of a wrong order.
	– Receipt of a canceled order.
	– Receipt posting not kept current.
	– All receipts not being posted.
	– Orders not receipted.
	– Orders receipted more than once.

Returns •	 Incorrect posting of returns.
•	 Returns made to the manufacturer, such as obsolescence returns or other 

returns not posted.

Stock orders are larger or 
smaller than usual.

System settings •	 Days' supply that is set too high or too low depending on the condition.
•	 Phase-in too easily met or too strict, depending on condition.
•	 Large amount of non-stocking parts qualifying for stocking.

Sales •	 Increase or decrease in sales depending on the condition.
•	 High number of sales posted.
•	 Sales posted as minus adjustments.
•	 Duplicate posting of sales.

Order details •	 Depending on condition.
•	 Special orders not included with order.
•	 High amount of force orders.

Receipts •	 Receipt posting not kept current.
•	 High number of emergency purchases.
•	 High number of other receipts.

Pricing is incorrect. Master tape update •	 Update tape not run.
•	 Fields not set to update when update tape is run.
•	 Incorrect escalators, may not be properly set.

System setups •	 Incorrect price codes used for specific customers.
•	 Incorrect prices entered as new parts are added.
•	 Parts employees overriding prices.

Procedures •	 Not enough inventory to meet current demand.
•	 Wrong parts in stock.

Emergency purchases are 
excessive or seem higher 
than usual.

Inventory and inventory 
level

•	 Easily met phase-out criteria.
	– Non-stock criteria too strict.
	– Too restrictive phase-in criteria.
	– Days' supply set too low.

•	 High level of obsolete parts in inventory.

System setups •	 Large percentage of inventory with declining demand.

Inventory activity •	 Increased customer demand.

Lost sales are excessive or 
seem higher than usual.

Customer activity •	 Not enough inventory to meet current demand.
•	 Wrong parts in stock.

Inventory and inventory 
level

•	 Easily met phase-out criteria.
•	 Non-stock criteria too strict.
•	 Too restrictive phase-in criteria.
•	 Days' supply set too low.

System setups •	 Employees forcing lost sale posting or posting fictitious lost sales.

Practices •	 Increased customer demand.

CONDITION 
If:

POSSIBLE CAUSE 
Check:

ACTION 
Look for:



49© 2020 National Automobile Dealers Association.  All Rights Reserved.	 Participant Workbook

FIXED OPERATIONS 1 – PARTS

Four Moments in Time – Daily Audit

There are four moments in time where the physical inventory record must be equal to the DMS record. 
If these four moments are audited daily and reconciled, most variance will be eliminated and routine 
bin checks and physical inventories will only be necessary for slower moving and Non-Stock Parts.
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Four Moments In Time – Daily Audit

1.	 When the DMS record quantity is reduced to zero, make sure the physical quantity is also zero.

This condition is reported on the Out of Stock report. It may have another name on different DMSs, 
but the key elements of the reports are the same. The report displays all part numbers that had the 
quantity on hand reduced to zero in the previous day's business. A sample report is shown below. 

Ideally, this report should match the data in Moment 2 (see next page). The parts manager may 
delegate this daily responsibility. It's also a best practice to conduct this review before checking in a 
stock order.

•	 Reynolds' “out of stock report” is 2249.
•	 ADP/CDK's is Report Stock Out (RSO).
•	 DealerTrack's is “0” on Hand Not Ordered.



51© 2020 National Automobile Dealers Association.  All Rights Reserved.	 Participant Workbook

FIXED OPERATIONS 1 – PARTS

Four Moments In Time – Daily Audit, cont'd

2.	 When the physical quantity is reduced to zero, make sure the DMS quantity is also zero.

This condition is reported on the Zero Stock Board (ZSB). The ZSB is a manual record that is kept at 
the parts counter and maintained by the people at the counter. The parts consultant records the 
part number on the zero stock board when the last part in the bin is handed out and the physical 
quantity remaining is zero. A sample of a ZSB is shown below.

Ideally, this report should match the data in Moment 1 (see previous page). The parts manager may 
delegate this daily responsibility.
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Four Moments In Time – Daily Audit, cont'd

3.	 When the DMS record is reduced to less than zero, check the physical transaction to determine if 
the negative is “false” or if the transaction was posted to the wrong part.

This condition is reported on the Negative On Hand report from the DMS. Typically, this report 
shows all parts that have been reduced to a negative quantity, whether it happened today, 
yesterday, or six months ago. As time passes it may become difficult to determine the cause of 
the negative on hand, so the report should be run and reconciled each day to keep the process 
manageable.

One best practice is to job stack the report, so it runs each day automatically. The parts manager 
may delegate the responsibility to reconcile this moment, but should be discussing the causes with 
the appropriate staff to prevent issues in the future.

•	 Reynolds & Reynolds' is 2245.
•	 ADP/CDK's is RNO.
•	 DealerTrack's is Parts with Negative On Hand.
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FIXED OPERATIONS 1 – PARTS

Four Moments In Time – Daily Audit, cont'd

4.	 When the DMS suggests an order for a part, make sure the DMS record from which the order is 
calculated is the same as the physical quantity.

This moment is detailed on the suggested stock order from the DMS. The actual Stock Order report 
is formatted differently on various DMSs, but the basics of the report are similar across all lines. 
The reports in the other three Moments will determine variance in all parts that were reduced to 
a zero or negative quantity. There are other parts that have not been reduced to zero but the DMS 
recommends an order for the part based on your depth criteria. 

For instance, your DMS best stocking level for a filter is ten filters. You have sold down to six in 
inventory since your last stock order and the DMS recommends that you purchase four more. 
The DMS recommends purchasing four because it “thinks” you have six in inventory. If the actual 
count is different than six on hand, the DMS will order incorrectly. All stock order purchase 
recommendations for parts that have a current quantity on hand greater than zero need to be 
checked for accuracy to ensure proper ordering. 

One best practice is to job stack the report, so it runs each day automatically. The parts manager 
may delegate the responsibility for bin checks, but should be discussing the reasons for variance 
with the appropriate staff to prevent similar issues in the future.

•	 Reynolds & Reynolds' is 2043. 
•	 ADP/CDK's is Report Stock Order (STK).
•	 DealerTrack's is Demand Fill Analysis.
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The Daily Database Audit Procedure

When you are conducting the database audit every day, you are combining the ZSB, the Out of Stock 
report, and the daily Negative on Hand report into one management process. Once you have reconciled 
the ZSB with the Out of Stock report, and crossed off any parts that appear on both reports, the parts 
that remain on the three reports fall into one of three scenarios. Use the guides on this page to help 
you determine why a part appears here, and what may have caused a variance. Once you identify the 
cause, develop strategies to address and prevent the variance in the future.

Condition 1:
Part on ZSB, but not on            

Out of Stock report

1.	 Part is in an NS status.

2.	 Most recent day's sale not 
posted because part is set 
aside for customer or on 
special order shelf.

3.	 Transaction posted to the 
wrong part number.

4.	 Sale was posted to a 
superseded part number.

5.	 Wrong quantity receipt 
posted. 

6.	 Floor denials, back orders, 
or shortages not posted to 
inventory.

7.	 Requests for credit or 
factory return not posted to 
inventory record.

Condition 2:
Part on Out of Stock report,    

but not on ZSB

1.	 Parts consultant forgot to 
write part number down.

2.	 Transaction posted to the 
wrong part number.

3.	 Credit memo posted as a 
sale.

4.	 Part put in the bin, but not 
yet receipted.

5.	 Remanufactured part sold 
under original part number.

6.	 Sale posted to a superseded 
part number.

7.	 Package quantities posted 
incorrectly.

8.	 Staged body shop parts sold 
a second time.

Condition 3:
Part on Negative  
on Hand Report

1.	 Sale posted prior to receipt 
posting.

2.	 Transaction posted to the 
wrong part number.

3.	 Package quantity posted 
incorrectly.

4.	 Long part number sold under 
short number.

5.	 Credit memo posted as a 
sale.

6.	 Parts received in a kit but 
sold as pieces.

7.	 Staged body shop parts sold 
a second time.

8.	 Sale posted to a superseded 
part number.

No Resolution?
Make the appropriate Minus 
Adjustment.

No Resolution?

Make the appropriate Plus 
Adjustment.

No Resolution?
Do nothing until the part has 
been negative one full week, and 
then make the appropriate Plus 
Adjustment, if still necessary.
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FIXED OPERATIONS 1 – PARTS

The Life Cycle of a Part

Fill in the different stages in the life cycle of a part.

Notes
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How?

Stock and Non-Stock refer to the process in which the part number and quantity for the order is 
determined. It does not refer to how the part is ordered. A non-stocking part may be needed for a 
customer who has left the car in the repair shop while they are on vacation. The dealer will order the 
part on the stock order to reap the benefits of stock order discounts... but the part is still a non-stock 
status part.

There Are Only Two Kinds of Parts

_____________________ Parts

•	 Purchases for future sales based on historical 
sales.

•	 Order generated by the DMS.

•	 Parts meets stock status ordering criteria.

_____________________ Parts

•	 Parts purchased for immediate sale.

•	 Purchased based on current demand.

•	 Part number and quantity ordered 
generated by PEOPLE via special order 
requests.

•	 Part does not meet stock status ordering 
criteria.

•	 Minimum phase-in not achieved.
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Parts Life Cycle Tracking – Sale

•	 When the first sale occurs, the DMS records the sales history and adds the part to the 

                                                                                                                                                                 .

•	 At this point, the “Status” of the part should default to                                                                         . 

•	 If the part does not experience any more sales / lost sales after the first demand for it, the part 

       will be deleted in                                                                .

Parts Life Cycle Tracking – Demand

•	 When the first demand for a part occurs, the part number record is not in the DMS. It must be

       added from the                                                                          .  

•	 Add every part to the DMS that has a demand so that you can                                        .

•	 A                                                             is a sale in the eyes of the DMS, so record all

                                                                     too.
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Phase-In

Notes
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FIXED OPERATIONS 1 – PARTS

Prospects for a Part: Chance of Profitability

Parts Master Screenshot
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Basic Inventory Controls

Phase-in (Birth of a Part Number)
Refers to the minimum demand for a part necessary for a dealership to purchase the part for stock. Set 
by dealership and OE personnel, and expressed as X sales in Y number of months.

Phase-out (Death of a Part Number)
The minimum sales demand necessary for a dealership to continue to stock a part. Set by dealership 
and OE personnel, and expressed as X sales in Y number of months.

High Days
Also known as best stocking level (BSL). This term describes the most you should have of any one part 
based on sales history. 

Low Days 
Also known as best reorder point (BRP). The least amount of any one part based on sales history before 
it is reordered. 

Profile of a Part
The sales and lack of sales of any given part over the life cycle of the part.
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FIXED OPERATIONS 1 – PARTS

Phase-In for a Part

The demand criteria is set by dealership personnel and OE personnel, and expressed as X sales in Y 
number of months. If a dealership has the phase-in criteria set at 3/9, then all parts that sell in 3 sepa-
rate months over a 9-month period would be recommended for stock. 

3/12 = There is demand in three separate 
months out of a rolling 12-month period. A 
rolling 12-month period starts in the month 
with the first demand.

Notes
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Suggested Stock Order

A DMS-generated list of stocking parts that 
have fallen to or below the BRP.

Your DMS will generate a suggested stock 
order based on your demand history. You can 
override these recommendations when you 
have more information than the DMS. 

For example, you've had high historical 
demand for a part that your service shop 
was replacing due to a recall, but the recall 
is winding down. Despite high historical 
demand, you know there will be less demand 
in the future.

Suggested Stock Order

Days' Supply
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FIXED OPERATIONS 1 – PARTS

Parts Inventory Is Measured in 3 Numbers

Notes
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Inventory Dimensions – Breadth

Some inventories have many part numbers (Breadth) but fewer actual pieces (Depth).

Inventory Dimensions – Depth

Other inventories have many pieces (Depth) of 
fewer part numbers (Breadth).
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FIXED OPERATIONS 1 – PARTS

Activity: Phase-In Effects

What would be the effect on the parts inventory if the phase-in criterion was changed from 3 in 9 to 
the criteria below?

•	 Would it be easier or harder to bring in new parts?

•	 Would the inventory get bigger or smaller? 
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Activity: Effects Achieved by Increasing Breadth

In the chart below, fill in the blanks with the expected outcomes when the breadth is increased. 
Examples: Increases, Decreases.

Alternative Phase-In

NOTE: Be careful when changing the breadth parameter because inventory will be added or subtracted. 
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Activity – Convenience Store

Assume you sell:

One Coke per day

One Pepsi per week

One orange soda per month

One root beer every two months

One ginger ale every three months

One Dr. Pepper every 4 months

One grape soda every 6 months

One cream soda every 12 months

Your breadth parameter is set to stock sodas that you sell at least four times a year (4/12). 

Circle the sodas you will stock.

Inventory Dimensions

Remember:

Greater breadth means more variety, but likely means you have fewer pieces of each individual item.

Greater depth means less variety, but likely means you have more pieces of each individual item.
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How Do You Fix Mix? By Tracking Demand.

Remember, there are three types of Demand:	

1.	 A stock sale (automatic) 
2.	 An emergency purchase sale (automatic) 
3.	 A true lost sale (manual)

Which factor do technicians say has the biggest impact on ensuring quality, efficient repairs?

Source: Automotive News
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Lost Sale Quiz

Read each situation below and indicate whether or not your parts department would post a lost sale. 

Situation Yes No
1 A technician needs a part to complete a repair. The part is not available in your 

inventory. You locate the part at a neighboring dealership and inform the service 
advisor managing the job. The advisor authorizes you to order the part. The part is 
given to the technician later that day and the repair is completed.

2 A technician needs a part to complete a repair. The part is not available in your 
inventory, nor is it available locally. You find that plenty are available in your facing 
PDC. You inform the service advisor managing the job. He/she authorizes a daily 
order and places the vehicle in a down condition. The next morning, the part arrives 
and the technician completes the repair.

3 A technician needs a part to complete a repair. The part is not available in your 
inventory, nor is it available locally. You find that plenty are available in your facing 
PDC. You inform the service advisor managing the job. Since the vehicle is safe to 
drive, he/she requests that you order the part for later and the customer takes 
possession of the vehicle. The needed part is added to that week’s stock order as a 
customer order.

4 The customer described in Item 3 above prepays for the special order part.
5 A customer comes in to buy a part that is available in your inventory. However, upon 

learning that the part’s cost is more than he is willing to pay (even after you offer him 
a reasonable discount), he leaves without making the purchase.

6 About two months after the customer special order described above in Item 3, the 
customer has not returned to have the part installed. Your manager gives you a new 
bin location and tells you to relocate the special ordered part from the special order 
bin to the new location.

7 A local dealership calls looking for a part needed to complete a repair in their service 
department. You check but discover that you don’t have the part in stock.

8 A service customer asks to have a repair done, but the needed part is not available in 
your inventory. You learn that a local dealership has several in stock but is unwilling 
to sell to you because the part is on national back order. You offer to place a special 
order for your customer, but he/she declines and leaves.

9 A customer is leaving town tomorrow morning at 5:30 a.m. and needs their car 
back today. The needed part is not available in your inventory, nor is it available 
locally. At the customer’s insistence, you locate an after-market part and the 
technician completes the repair before the day ends.

10 A customer calls and requests a door handle for a 1971 "insert your make and 
model" and to your amazement, you don’t have the part.



Participant Workbook	 © 2020 National Automobile Dealers Association.  All Rights Reserved.70

Lost Sale Decision Tree

Fill in the blank boxes from the class discussion.
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Effect of a Double Demand

What would happen if you entered a lost sale and posted a sale for the same part?

The BSL would be rounded up to a quantity of 1.

NOTE: Double demands will affect stock depth.

Notes
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Lost Sales Calculator

What is one way you can monitor if your employees are entering lost sales?

Compare your Possible Lost Sales from the calculator with the Recorded Lost Sales from your DMS. If 
the Possible Lost Sales number is drastically higher than the Recorded Lost Sales number, it may suggest 
that your parts employees are not entering lost sales.
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FIXED OPERATIONS 1 – PARTS

Moment of Truth

Parts managers must do four things with any new part that is phased in and receipted into inventory.

Record the steps a 
parts manager should 
take during the 
Moment of Truth.
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Inventory Depth: Sourcing

What are some of the reasons that a dealer may use different sources?

ABC Sourcing (Source by Sales Movement)

•	 ABC Sourcing is used to assign different days’ supply criteria for different groups of parts.

•	 Some DMSs allow parts to be moved automatically between sources based on sales volume.

•	 As the part is moved to a different source, a different days’ supply criterion is applied so that more 
or less quantity is ordered.
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ABC Sourcing Source by Sales Movement

An example of ABC Sourcing with Daily Delivery
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Obsolescence (OBSO): DMS Summary Sales Aging Example Reports

Example 1

Example 2

Example 3
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Inventory Profile

Notes
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Parts Obsolescence

Obsolete parts create idle capital while taking up physical and financial space that could be used to 
stock additional desirable inventory. Most people assume that obsolete parts were quick-moving 
parts at one time but as the vehicles that used those parts left the road for good, the parts never 
experienced demand. This is seldom the case. Record the data that explains the origins of obsolete 
inventory.

               % of Obsolescence Comes From:

               % of Obsolescence Comes From:

               % of Obsolescence Comes From:
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Obsolescence

Identify some ways you can prevent obsolescence.

1.	 Reevaluate your 	

2.	 Create a consistent sense of	 regarding ordering criteria.

3.	 Establish and maintain a 				    procedure.

4.	 Provide                                                                                   for parts consultants and service technicians.	

5.	 Use the factory                                                                                  .

Post your return dollars: 

Obsolescence Best Practices

Record some best practices for preventing and addressing obsolescence.

.

.
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Getting Rid of Obsolescence

Record some ways to get rid of obsolescence. 
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20 Special Order Parts Class Sample

Notes
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Activity: Special Order Parts Process

1.	 Work in your teams to review the list of SOP Process Issues and Things to Consider.

2.	 Design an SOP process for your dealership that prevents or addresses all the issues on the list. 

3.	 Your process should include all the necessary steps from the time the problem is diagnosed and the 
part is identified to its sale, installation, or return to the manufacturer.

4.	 Use sticky notes to display your process on chart paper in a graphically interesting way. You may 
need to adjust your process during the activity.

5.	 You may choose the format. The graphics provided below are only intended for inspiration.

Sample Flow Charts
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Activity: Special Order Parts Process, cont'd

Common Issues to Prevent or Address

1.	 The service advisor or parts consultant doesn’t get the necessary customer or vehicle information.

2.	 A customer refuses to prepay, leave the vehicle, or make a service appointment.

3.	 The service advisor or parts consultant doesn’t require the customer to prepay, leave the vehicle, or 
make a service appointment to order a part (which is dealership policy). The customer never comes 
back in for the part.

4.	 A customer orders a part, but never comes back to pick it up or have it installed. 

5.	 A parts consultant orders a part based on the name and specification rather than the part number, 
and the incorrect part arrives.

6.	 A technician orders a part that is covered under warranty, and the customer never comes back in.

7.	 A technician makes an incorrect diagnosis and orders the wrong part.

8.	 A D-Level technician orders a $450 part without manager approval, and it's the wrong part.

9.	 A wholesaler wants to return a part that can’t be returned to the manufacturer.

10.	A customer orders a part without prepaying. She returns two weeks later, and her part has been 
sold to someone else.

11.	A part is placed on the SOP shelf without an RO or customer information.

12.	A customer comes in to pick up a part he ordered. It is the wrong part, and he swears he requested 
the correct part.

13.	An SOP that was ordered by the service 
department is ordered as part of the 
regular stock parts order. 

14.	An SOP arrives, but there is no 
information about the RO or the 
customer.

15.	An SOP arrives. The parts department 
thinks that the service department will 
contact the customer, while the service 
department thinks the parts department 
will. 
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Activity: Special Order Parts Process, cont'd
16.	A service advisor requests that an SOP be ordered for a specific customer. The part comes in the 

next day, but the advisor is not notified. Two weeks later, while reviewing her outstanding ROs, she 
discovers that the part arrived the day after it was ordered. When she contacts the customer, he 
says that since he didn’t hear from them, he had the part installed elsewhere.

17.	A service technician requests a part that is on backorder, with an estimated delivery time of 5-7 
days.

18.	There are old parts on the SOP shelf that have been there for over a year and have missed the 
window to be returned to the manufacturer.

19.	There are old SOP parts on the regular stock shelf that have been there for over a year and have 
missed the window to be returned to the manufacturer.

Things to Consider

•	 Who is responsible/accountable at each stage of the process?

•	 What are the roles and responsibilities of the parts and service managers?

•	 How can the dealership ensure critical customer and RO information is communicated to the right 
parties throughout the process?

•	 How can the dealership ensure unsold SOPs are returned to the manufacturer in a timely manner?
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Activity: Special Order Parts Process, cont'd

Doodles
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Parts Status

Through the status of a part, it can be determined if the part is a stocking part or a non-stocking part. It 
can also be determined if the part was ordered by a person or by the computer.

Record the names/abbreviations and guides for each definition.

The only parts that will be on the DMS-generated 
stock order. Parts have met phase-in requirements.

A stocking status part that is not selling enough to 
justify ordering it again. Future stock orders will be 
suppressed.

A status where the ordering is done manually. It will 
never be recommended on a stock order.

This is the default status on most systems. The part 
has not met the phase-in criteria and will not be or-
dered by the stock order process.

Non-Stock dollar value. 

The dealer manually set a part to phase out without 
further testing in the system.
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Activity: DMS Scorecard
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Directions for Case Study and Debate

Instructions
1.	 Work with your team to examine the case study information. 
2.	 Be prepared to present on each of the topics below. Identify any issues, then focus on 

opportunities, recommendations, and solutions. Use the service department figures on the last 
page to help improve the parts department. Use your imagination to fill in information that is not 
provided.

3.	 A friendly law review style debate will be used to cover the six different topics on Friday at 8:00 am. 
Teams will present on different topics, while other teams will be able to ask questions and offer 
additional suggestions.

Six Topics for Debate
1.	 The dealership’s OBSO position. Determine the dollar value of your OBSO and your OBSO as a 

percentage of the “reconciled” inventory. You should be able to explain how you got it and how you 
are going to get rid of it.

2.	 Average month’s sales with no gross profit = $61,240. Explain the reasons why a dealership would 
sell parts at cost. Include both good and not-so-good reasons.

3.	 Parts gross sales. If your gross sales met NADA Guide, how much more money would you have 
made? What are three steps you could take to get closer to Guide?

4.	 Monthly reconciliation. Conduct a monthly reconciliation. Be as accurate as possible with the 
limited information provided.

5.	 SWOT Analysis. Identify the parts department’s strengths, weaknesses, opportunities, and threats. 
How can you take advantage of the strengths and opportunities, and minimize weaknesses and 
threats.

6.	 Nine parts department employees. You want to increase gross profit. It is not absolutely necessary 
to reduce the number of staff. Provide an organizational chart and justify each position. Be prepared 
to explain why you are letting people go (if applicable).

Logistics
1.	 Each person on your team must be involved in the presentation.
2.	 The length of each presentation will depend on the content and the size of your team.
3.	 It can be helpful to choose a leader to guide team activities and ensure all the work gets done.
4.	 Split up topics and responsibilities. 
5.	 All work is to be done on the fourth floor. 
6.	 Get something to eat. 
7.	 Put back the tables and lower the chairs. Throw out the trash.
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Case Study Data and Information (eight months' information, unless otherwise stated)

Parts Department

Financial Data 
Gross Sales...........................................................................$1,666,114
Gross Profit.............................................................................$377,007
Gross Profit (%) of Sale.................................................................22.6%
Inventory (F.S.)........................................................................$627,903
Personnel Expense..................................................................$119,065
Departmental Net (+/-)..................................................................$902

Purchases for 8 Months
Total Factory............................................................................$740,110
Other Dealers (emergency).....................................................$521,884
W/D (wholesale distributor-stock)............................................$98,440
Emergency Purchases (NAPA, etc.)..........................................$122,246
Total Purchases.....................................................................$1,482,680

Factory Information
Factory Stock Order Purchases................................................$447,665
Stock order discounts earned (YTD)..........................................$22,345
OBSO Credit Earned (but not used yet).....................................$21,551

Sales Distribution and Gross Profit Contribution

Category YTD sales YTD GP Percent

Repair Order Mechanical $345,555 $110,507 32.0%
Repair Order Body Shop $289,252 $33,801 11.7%
Counter Retail $105,808 $30,041 28.4%
Internal (new/used) $346,007 $50,996 14.7%
Wholesale $356,715 $100,001 28.0%
Warranty $222,777 $51,661 23.2%
Total $1,666,114 $377,007 22.6%

Summary of Computer Reports

Average Part Value.......................................................................................................................$19.51
Parts with No Cost Record (@1500 pieces)................................................................757 Part Numbers
Negative on Hand: $ 17,488 value........................................................................... 1,112 Part Numbers
Dirty Cores Returned but No Credit Received............................................................................. $ 5,856
Dirty Core Value (on hand).......................................................................................................... $ 7,550
Clean Core Value (on hand)........................................................................................................ $15,031
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Computer Controls

Stocking Criteria

High Days' Supply (Best Stock Level, aka BSL).............................................................................92 days
Low Days' Supply (Best Re-Order Point, aka BRP).......................................................................66 days
Phase-in............................................................................................................................................ 2/3
Phase-out........................................................................................................................................ 3/12

Sales Aging (using the CDK/DMS scorecard)

0 to 3 Months/Last Sale...................................................... $238,281
4 to 6 Months/Last Sale........................................................ $71,863
7 to 12 Months/Last Sales..................................................... $22,693
12+ Months/Last Sale.......................................................... $175,383
New Parts No Sales (ADP)..................................................... $76,401
(aka: NS $ VALUE ON HAND)

Inventory Adjustments

+$1,674.00............................................................ 210 Part Numbers
–$4,730.00............................................................ 410 Part Numbers

Computer Information

Total part numbers.....................................................................9,276
N/S test numbers in the system................................................ 3,031
Total dollar value................................................................. $584,621
N/S parts on hand................................................................. $72,431
Average month's sales with no gross profit.......................... $61,240
Emergency purchases/month............................................... $35,490
Lost sales posted/month.................................................................$0

Additional Information

Work-in-process parts................................................................................................................ $33,610
GOG (gas, oil, grease) inventory................................................................................................... $6,658
NPN (no part number).................................................................................................................. $4,766
Price updates from OEM.............................................................................................................. $7,655 
Bin count adjustments.................................................................................................................... $477
Value of packing lists for parts received, but not invoiced.............................................................. $339
Parts and service receivables (over 60 days old)...................................................................... $255,000
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Service Department Performance
Total labor sales................................................................$1,589,442
Total gross profit (from labor)..............................................$942,889
Numbers of technicians..................................................................27
Available hours (5 days a week; 8 hour day)............................37,800
Effective Labor Rate (ELR) (overall)...............................................$49
Number of repair orders (total)...............................................21,400
Number of FRH (flat rate hours)..............................................30,400
Number of advisors...........................................................................6
Number of technician stalls............................................................35

Proficiency Formula Proficiency Calculation

Proficiency Guide: 120%
Obtainable, but difficult to sustain
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Appendix



Participant Workbook	 © 2020 National Automobile Dealers Association.  All Rights Reserved.94



95© 2020 National Automobile Dealers Association.  All Rights Reserved.	 Participant Workbook

FIXED OPERATIONS 1 – PARTS

Grading Your Wholesale Customers: Sample System

Green Light Customers

•	 Loyal customers who buy from you consistently.

•	 Decent gross profit.

•	 Low accounts receivable.

•	 High volume.

•	 Low returns.

•	 Short distance.

Yellow Light Customers

•	 Customers who buy from you as a second choice.

•	 Decent gross profit when they do buy from you.

•	 Some accounts receivable payment problems.

•	 Lower volume.

•	 Returns are a bit higher.

•	 Medium distance.

Red Light Customers

•	 They rarely buy from you.

•	 You are the last chance option for them.

•	 Low gross profit due to rare purchases.

•	 May have higher accounts receivable.

•	 Zero to low volume.

•	 High returns.

•	 Long distance.

Reward your green light customers with the maximum discounts and faster service.
Offer less to the yellow and minimal to the red.
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Monthly Reconciliation of Parts to General Ledger

Memo:

1.

2.
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Lost Sale Quiz

Read each situation below and indicate whether or not your parts department would post a lost sale. 

Situation Yes No
1 A technician needs a part to complete a repair. The part is not available in your 

inventory. You locate the part at a neighboring dealership and inform the service 
advisor managing the job. The advisor authorizes you to order the part. The part is 
given to the technician later that day and the repair is completed.

2 A technician needs a part to complete a repair. The part is not available in your 
inventory, nor is it available locally. You find that plenty are available in your facing 
PDC. You inform the service advisor managing the job. He/she authorizes a daily 
order and places the vehicle in a down condition. The next morning, the part arrives 
and the technician completes the repair.

3 A technician needs a part to complete a repair. The part is not available in your 
inventory, nor is it available locally. You find that plenty are available in your facing 
PDC. You inform the service advisor managing the job. Since the vehicle is safe to 
drive, he/she requests that you order the part for later and the customer takes 
possession of the vehicle. The needed part is added to that week’s stock order as a 
customer order.

4 The customer described in Item 3 above prepays for the special order part.
5 A customer comes in to buy a part that is available in your inventory. However, upon 

learning that the part’s cost is more than he is willing to pay (even after you offer him 
a reasonable discount), he leaves without making the purchase.

6 About two months after the customer special order described above in Item 3, the 
customer has not returned to have the part installed. Your manager gives you a new 
bin location and tells you to relocate the special ordered part from the special order 
bin to the new location.

7 A local dealership calls looking for a part needed to complete a repair in their service 
department. You check but discover that you don’t have the part in stock.

8 A service customer asks to have a repair done, but the needed part is not available in 
your inventory. You learn that a local dealership has several in stock but is unwilling 
to sell to you because the part is on national back order. You offer to place a special 
order for your customer, but he/she declines and leaves.

9 A customer is leaving town tomorrow morning at 5:30 a.m. and needs their car 
back today. The needed part is not available in your inventory, nor is it available 
locally. At the customer’s insistence, you locate an after-market part and the 
technician completes the repair before the day ends.

10 A customer calls and requests a door handle for a 1971 "insert your make and 
model" and to your amazement, you don’t have the part.
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Lost Sale Decision Tree
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