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Sandwell and West Birmingham NHS Trust, 
Royal Liverpool and Broadgreen University 
Hospitals NHS Trust, and,  
NHS Improvement 

23 April as clarified on 5 June 2019 

 

Dear Dinah, Craig, Paul, Jill and Ian, 

 

My team is responsible for issuing the Department of Health and Social Care’s Group Accounting 

Manual and I wanted to provide an additional update to the GAM that we are issuing to you 

directly. 

This additional guidance supplements the GAM, is mandatory, and must be treated as having the 

same status as the GAM itself.  Given this only affects specific NHS trusts, we have only 

distributed it to the affected bodies. 

This additional guidance provides minor clarifications to terms employed in the initial version of this 

guidance issued 23 April 2019.  In providing the minor clarifications below, this revised guidance 

does not render the initial guidance dated 23 April invalid, or any judgments made on the basis of it 

incomplete.   

The Department is aware that there are specific circumstances surrounding the Midland 

Metropolitan Hospital at Sandwell and West Birmingham NHS Trust and the New Hospital at Royal 

Liverpool and Broadgreen University Hospitals NHS Trust.  Following the collapse of Carillion as 

lead construction company, the part-constructed assets transferred to the public sector for no 

additional consideration.  For one of the trusts, the contractual arrangements via a Special Purpose 

Vehicle separately necessitated the payment of a termination payment. 

Initial recognition for property, plant and equipment is at cost.  Where a trust has made capital 

contributions in a prior year (previously considered as prepayments) these will become purchased 

additions in the current year. Paragraph 7.1.24 of HM Treasury’s Financial Reporting Manual 

(FReM) says: “Assets donated by third parties, either by gift of the asset or by way of funds to 

acquire assets (including national lottery-funded assets) should be capitalised at current value in 

existing use or fair value on receipt, depending on whether the assets will be held for their service 

potential and as set out in paragraphs 7.1.4 to 7.1.6.  The funding element should be recognised 

as income as required by IAS 20 as interpreted in this Manual.”  Given that the economic benefit 

inherent in these assets has transferred to the public sector for no additional consideration, DHSC 
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directs that the trusts should consider these assets as part-donated.  In meeting the FReM 

requirement for this element to have initial recognition equal to current value in existing use, DHSC 

requires that trusts utilise the construction cost certificates to derive the appropriate cash price 

equivalent at the time of transfer to the Trust and compute the value of the donated element by 

subtracting from the construction cost certificate the capitalised cost of the trust’s cash 

contributions.  The Trust should ensure an appropriate construction cost certificate is used.  This is 

likely to be one provided to the special purpose vehicle.  This technique will then provide a 

measure of the current value in existing use for the purposes of initial recognition of the part-

donated element.  This will then provide a proportionate split as part-purchased and part-donated 

for use in subsequent accounting. 
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Deputy Director Accounts and Finance Operations Branch 

D 0113 2545175 

E Jennifer.nichols@dhsc.gov.uk 

 

mailto:Jennifer.nichols@dhsc.gov.uk

