
AGENDA ITEM No. ..e%&) 

EXCERPT OF MINUTE OF MEETING OF THE CONSTRUCTION SERVICES COMMITTEE HELD ON 
6 JUNE 2000 

STOCK REDUCTION AND RATIONALISATION (DLO) 1999/2000 

3. There was submitted a report (docketed) dated 18 May 2000 by the General Manager, Construction 
Services (1) advising that the year end stocktaking exercise had been undertaken within the DLO 
Depots; (2) indicating that a total of f189,970 worth of obsolete and slow/non-moving stock, as 
detailed in the report had been identified; (3) containing his observations on the most effective method 
of disposal of obsolete and slowhon-moving materials, and (4) indicating, for the reasons detailed 
therein, that if disposal of stock was approved, a provision to the value of f 189,970 would require to be 
included within the DLO Accounts for the year ended 1999/2000. 

Decided: 

(1) that the disposal of obsolete stocks listed in the report by Public Auction Sale be approved; 

(2) that a debit adjustment to the DLO Revenue Account of f189,970 in respect of the disposal of 
obsolete and slowhon-moving stock items be approved; 

that the report be referred to the Finance Committee for consideration, and (3) 

(4) that the contents of the report be otherwise noted. 
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TO: CONSTRUCTION SERVICES COMMITTEE 

From: GENERAL MANAGER 

Date: 18 May 2000 IRef FS/TOH 

BGENDA !TEM No. s2.Lb?" 

NORTH LANARKSHIRE COUNCIL 

REPORT 

Subject: STOCK REDUCTION AND 
RATIONALISATION (DLO) 1999/2000 
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INTRODUCTION 

During the previous financial year and with particular emphasis during the annual stock check, the 
DLO's stocks and materials located within it's fifteen stores, were examined to identify obsolete 
and slow/non-moving items. This investigation resulted in stock to the value of E 1  89,970 being 
identified within these categories. 

This report identifies the reasons for the occurrence of obsolete and slow/non-moving stock items 
currently held by the DLO's, and recommends action to resolve the situation. 

BACKGROUND 

The obsolete and slowhon-moving items which the DLO's currently hold as stock have arisen for 
a variety of reasons, these include:- 

a. Tr'ansfer of obsolete and slowhon-moving stock items at Local Govei-nment Reorganisation 
from ex-authorities. (Approx 15% of total). 

b. Changes in material specifications from Client Departments. (Approx 45% of total), 

c. Transfer of contracts from the DLO to private contractors. (Approx 18% of total). 

d. Changes to legislation and safety improvements. (Approx 5% of total). 

e. Residue stocks remaining following one off contracts. (Approx 17% of total). 

For the purpose of the investigation, stock has been classified as slow moving if it has not been 
issued for a period in excess of 6 months. Detailed records of the individual stock items and their 
depot location are available for inspection within the DLO. 
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Obsolete and Slow Moving Stocks 
Items less than $500 

Items greater than $500 
Total: 

The value of the stocks identified are 

$106,171 
283,799 
$1 89,970 

ighlighted in Table "elow. 

Staff from the Councils Internal Audit Section participated in the DLO year end stock check and 
have been kept fully informed of the progress of the obsolete stock investigation. DLO 
management have invited Internal Audit staff to perform test checks on the stock identified as 
obsolete and provide guidance to ensure the Councils financial regulations and standing orders are 
adhered to. 

3.00 MANAGEMENT ACTION 

3.01 Management within the DLO's are of the opinion that the stock listed above will not in the 
foreseeable future be utilised within the DLO's operations. In addition the DLO is incurring costs 
for this material in terms of storage, security and interest charges. 

3.02 The most appropriate course of action would be to dispose of this stock. There are several methods 
used by companies to achieve this. The methods are described in summary below: - 

a. Returning goods to suppliers 

Due to the age and condition of these materials, interest from suppliers is unlikely. 
A large administrative involvement and suppliers strict quality systems and 
restocking charges would make this an unlikely proposition. 

b. Advertising: the goods for sale and inviting offers 

This would again require a large administrative involvement and may be 
logistically problematic. 

C. Public Auction Sale 

This has previously proved to be an effective means of disposal and is in compliance with 
Council's Standing Orders. The aforementioned materials generally, are in a fit state to be 
readily transported i.e. palletised, shrink wrapped etc., and the inventory lists can be used as 
a basis for cataloguing by the auction house. 

Facilities are available for offloading at the auction house i.e. forltlifts and other 
mechanical handling devices. Commission (5%) is subtracted from the income raised 
through the sale with the balance payable by cheque to NLC (normally within 10-14 days 
from the date of sale). 
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It should be borne in mind that the commission charge allows for offloading, sorting, 
cataloguing, selling and billing. Any goods remaining unsold are automatically included in 
subsequent monthly sales, and generally by this means, we can expect that most items will 
be sold, within a reasonable timescale. 

FINANCIAL CONSIDERATIONS 

Whatever method of stock disposal is chosen the likelihood is that the income recovered will be 
significantly less than the current value of the materials as recorded within the DLO stock system. 

Therefore if disposal of the stock is approved, a provision to the value of E1 89,970 wilI be required 
to be included within the DLO accounts for year end 1999/2000. 

RECOMMENDATION 

To approve the disposal of obsolete stocks listed above by Public Auction Sale. 

To approve a debit adjustment to the DLO Revenue Account of One Hundred and Eighty Nine 
Thousand, Nine Hundred and Seventy Pounds (E1 89,970), in respect of the disposal of obsolete 
and slowhon-moving stock items. 


