DISPOSALs guidance

Departments should undertake regular reviews to ensure that stocks, equipment and other assets are being properly managed and used to their full potential.  The disposal of surplus or scrap items should be considered as part of this process and can:

· generate income;

· reduce management and maintenance costs;

· allow more effective use of space.

14.1
Disposal of Assets

Improper management of disposals increases risks arising from:

· criticisms about the waste of public or charitable funds,

· fraud,

· liabilities for defective items,

· breaches of obligations under Waste Disposal or Health and Safety legislation.

Departments should establish procedures for managing the disposal of assets.  These should cover:

· the need for a business case documenting the reason for the disposal, the costs and benefits, and the proposed method of disposal;

· the process for approving  disposals;

· where the proceeds and/or costs of disposals are to go;

· how disposals will be recorded.

Before disposing of any asset, departments must establish who owns the asset and whether there are any restrictions on its disposal [Financial Procedures 0.10].  This is particularly important where the asset may be jointly held between departments or has been purchased from a research grant or contract.  The terms and conditions of any grant funding should be checked for details.  Where an asset was subject to the remission of import duty at the time of purchase it should not be disposed of in any way (including sale, loan, gift or scrapping) without first consulting HM Customs and Excise.

Disposal of assets usually takes place in one of two ways:

· sale or donation (including transfer to another department); or

· scrapping.

Before disposing of any items, including waste material, departments should consider the potential for recovering valuable components or materials including, for example, potential spare parts or silver from photographic film.  These may be of use to the department or more saleable that the original item.

Within the University of Manchester:

· the disposal of assets with a disposal value expected to be in excess of £5,000 must not be made without the prior approval of the Director of Finance [Financial Procedures  10.8];

· the disposal of assets with an expected disposal value up to £5,000 may be made at the discretion of the Head of Department, but the Director of Finance must be informed of the disposal as soon as possible [Financial Procedures 10.8];

· these procedures must also be followed in the case of the transfer of assets between departments [Financial Procedures 10.11].

14.2
Sale of Assets

In this context, “sale” includes the donation or free transfer of assets to other organisations.

Ways of selling items will include:

· offering the item back to the original supplier;

· seeking bids from interested parties (more than one if possible);

· advertising.

Departments should aim to maximise their return from the sale of assets.  As part of this maximisation, the cost of arranging the sale should be appropriate to the value of the assets being sold.

Where departments are contemplating limiting bids to staff or students, or donating the asset, they should be able to justify this on the basis that any reduced level of income will offset by a reduction in disposal costs.

The sale of goods, even second hand ones, can create liabilities on the University.  In particular, where sales are made to consumers (basically any individual – including staff or students – purchasing for their own use) it is not possible to exclude liability in respect of fitness for purpose or satisfactory quality.  Accordingly, where an individual purchaser indicates the proposed use of an item (other than for business purposes), departments should not sell the item unless they are confident it can be used for the purpose indicated.  All recipients of items sold or donated should complete an appropriate document acknowledging that the goods are second‑hand and not sold as new and incorporating the terms of the sale or donation.  A model document is given in Appendix 14/1 below.

Note that where departments propose to sell goods or services produced in the University more stringent product and consumer protection liabilities may apply and departments should seek advice from the Director of Finance.

Invoicing

The department should issue an invoice in respect of a disposal of assets in accordance with the normal departmental and University procedures, whether or not payment is to be made “on the spot”.  VAT on the sale must be properly accounted for, and departments should contact the University VAT Section in the Office of the Director of Finance for information on the applicability of VAT to sales.

14.3
Scrapping

In some circumstances it may be desirable to scrap defective goods, thus preventing them from reaching the market place.  Even for goods that are not defective, scrapping may be more cost effective than trying to sell the goods.  Goods for scrapping should either be destroyed in‑house, or by a third party employed to do so. All reasonable care should be taken in making safe any hazardous features prior to disposal.  A record should be kept of all goods disposed of in this manner, including a justification of the decision to scrap the goods.

It is essential that the disposal of scrap and/or waste material is undertaken in accordance with Health and Safety and Waste Disposal legislation.  This may mean employing a specialist contractor.  Further details are available from the Purchasing Office.

APPENDIX 14/1

Model document to be signed by the recipient of second-hand goods sold or donated by The University of Manchester

	Description of goods:
	


1.
I/we acknowledge that the above goods are being sold or donated by The University of Manchester as second hand goods and not as new goods.  Where the goods are to be used for business purposes, and only in such cicumstances, I/we accept that the University provides no guarantee, warranty or assurance that the goods are of satisfactory quality or are fit for any purpose, whether or not that purpose has been stated by me/us.

2.
I/we confirm that I/we or someone instructed by me/us has examined the goods and I/we accept all defects.  I also confirm I/we accept full responsibility for any defects which may arise or become apparent in the future. 

3.
I/we will use our best endeavours to ensue that the goods do not cause any risks to health and safety whilst in use.

4.
I/we will collect the goods or arrange for their collection.  I/we agree to take full responsibility for the goods as soon as I/we or anyone I/we instruct starts to move the goods on or away from the premises of The University of Manchester.  I/we will indemnify the University against any damage to property or injury to persons that arise from the removal or loading of the goods while on the University’s premises and confirm that I/we have the necessary insurance in place to cover such eventualities.

5.
If payment for the goods is not made in full when the goods are collected I/we agree that payment will be made in 30 days of the date the goods are collected.  I/we agree that the goods will not become my/our property until The University of Manchester has received payment in full.

6.
I/we agree that the conditions contained in this document are the only ones that apply to this transaction, and replace any previous correspondence or conversations.

7.
I/we understand that the signing of this document does not affect my/our statutory rights.

	Signed:
	
	Date:
	

	Name:
	
	Position:
	

	For and on behalf of:
	
	
	


