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• What is capital and why is it important?

• Accounting for digital transformation

• System wide systems

Agenda
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Poll question
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The following best describes me

• I work in an NHS finance team

• I work in an NHS procurement team

• I work in an NHS IT/ informatics team

• I don’t work in the NHS

• None of the above



A limited resource
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2018/19

£m

2019/20

£m

2020/21

£m

CDEL 

underspend

42 110 235

0.07% 1.54% 1.82%

2020/21

£bn

2021/22

£bn

2022/23

£bn

2023/24

£bn

2024/25

£bn

Resource departmental 

expenditure limit

136.3 146.1 167.9 173.4 177.4

Capital departmental 

expenditure limit

8.6 9.2 10.6 10.5 11.3
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What is capital expenditure?
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• IFRS - IFRS Standards Navigator (sign in 

required)

• Conceptual framework for financial 

reporting

• IAS 16 Property, plant and equipment

• IAS 38 Intangible assets

• IFRS 16 Leases

• DHSC Group accounting manual

https://www.ifrs.org/issued-standards/list-of-standards/
https://www.gov.uk/government/collections/department-of-health-group-accounting-guidance


Capital expenditure or not?

Accounting for revenue and capital: implications for the digital age 6



HFMA

Paying for capital
• Internally generated cash

• Loans/ public dividend capital

• Lease 

• Donations and grants
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Poll question
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Has your organisation received capital funding for digital projects:

• Yes, and the expenditure was capital

• Yes, but we struggled to capitalise the expenditure

• No, we turned the funding down as the associated expenditure was not capital

• No

• Don’t know
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Roles of management and audit
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Accounting/ accountable officer:

• Prepares financial statements that give a true and fair view

• Makes judgements and estimates on a reasonable basis

• Applies accounting standards

• Complies with relevant legislation, delegated authority and guidance

Auditor:

• Obtains reasonable assurance that the financial statements are free from material 

misstatement
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Conceptual framework
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‘An asset is a present economic resource controlled by the entity as a result of past events.’

‘An economic resource is a right that has the potential to produce economic benefits.’

‘Where the rights do not have the potential to produce economic benefits beyond the 

economic benefits available to everyone then there is no asset’

‘The potential to produce economic benefits does not need to be certain or even likely – it just 

has to exist and in at least one circumstance would produce for the entity economic benefits 

beyond those available to other parties’

‘An entity controls an economic resource if it has the present ability to direct the use of the 

economic resource and obtain the economic benefits that may flow from it.’
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IAS 16 Property, plant and equipment
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‘tangible items that:

• are held for use in the production or supply of goods or services, for rental to others, or 

for administrative purposes; and

• are expected to be used during more than one period.’

‘the cost of an item of property, plant and equipment shall be recognised as an asset if, and 

only if:

• it is probable that future economic benefits associated with the item will flow to the 

entity and

• the cost of the item can be measured reliably.’
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IAS 38 Intangible assets
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‘An intangible asset is an identifiable non-monetary asset without physical substance’

‘An asset is a resource:

• controlled by an entity as a result of past events; and

• from which future economic benefits are expected to flow to the entity’

• Identifiable means the asset is separable or arises from contractual/ other legal rights

• Control is the power to obtain the future economic benefits flowing from the underlying 

resource and to restrict the access of others to those benefits

• Intangible assets are only recognised when:

• it is probable that the expected future economic benefits that are attributable to the asset 

will flow to the entity and

• the cost of the asset can be measured reliably
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IAS 38 Intangible assets
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• Common examples include computer software, customer lists, customer or supplier 

relationships … but only if they meet the definition of an identifiable intangible asset

• Apply judgement to determine whether the intangible or tangible element is more significant

• Indicators of control include:

• legal title

• risks of ownership – insurance, maintenance

• determining what services the asset is used to provide and who those services are 

provided to

• determining who can use/ access the asset and who cannot and when they can use or 

access it
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• ‘Software as a Service’ cloud computing arrangement:

• customer contracts to pay a fee in exchange for a right to receive access to the supplier’s 

application software for a specified term

• the supplier’s software runs on cloud infrastructure managed and controlled by the 

supplier

• the customer accesses the software on an as needed basis over the internet or via a 

dedicated line

• The customer has no decision making rights about how and for what purpose the software 

is used so no leased asset

• The customer has no power to obtain the future economic benefits flowing from the 

software itself and to restrict others’ access to those benefits so no intangible asset

Software as a service
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• ‘Software as a Service’ cloud computing arrangement – no software asset, this is a service 

over the contract term

• But, the customer configures the software by:

• setting up flags/ switches in the software's existing code so it functions in a specified way

• modifying the software code in the application or by writing additional code

• The customer has no control over the software and there is no resource for the entity 

unless the additional code meets the definition of an intangible asset

• If there is no intangible asset then the costs incurred are expensed when the service is 

provided

Software as a service
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• To be capitalised as a group all of these criteria should be met:

• the total cost of the grouped asset is greater than £5,000

• the items are functionally interdependent

• acquisition at about the same date and planned disposal at about the same date 

• under single managerial control 

• each individual asset has a value of over £250

‘It is expected that IT hardware will be considered interdependent if it is attached to a network, 

the fact that it may be capable of stand-alone use notwithstanding.

The effect of this will be that all IT equipment purchases, where the final three criteria listed 

above apply, will be capitalised.’

Grouped assets (GAM 4.194 – 4.196)
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Applying the theory
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• Understand the arrangement

• Software and hardware

• Who does what/ who can do what

• Who makes the decisions

• Role of the supplier

• Risks and rewards

• What happens at the end

• What if the answer is revenue but the 

funding is not?
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Poll question
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Which of the following applies to your organisation?

• We do not share any IT systems/ assets with other organisations

• We plan to share IT systems/ assets with other organisations

• We already work across organisations and we host the arrangement

• We already work across organisations but we are not the host organisation

• We already work across organisations and are both host and access systems/ assets 

hosted by other NHS bodies
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Systems across systems
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But
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• All organisations within an ICB/ ICP remain sovereign bodies

• Understand the arrangement between organisations

• Lease 

• Supply of service

• Grant
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• NHS Transformation Directorate

• Frontline Digitisation - FutureNHS Collaboration Platform

• HEE - digital literacy of the wider workforce

• NHS England and NHS Improvement, 2022/23 priorities and operational planning 

guidance: capital guidance for 2022-25, updated May 2022

• HFMA - delivering value with digital technologies 

• HFMA, Summary of capital guidance 2022 to 2025, April 2022

• HFMA, Property, plant and equipment - accounting and valuation issues, February 2022 

• HFMA, Accounting for revenue and capital - implications for the digital age, December 

2021

Reference material
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https://www.nhsx.nhs.uk/
https://future.nhs.uk/DigitalAspirants
https://www.hee.nhs.uk/our-work/digital-literacy
https://www.england.nhs.uk/publication/planning-guidance-capital-guidance-for-2022-25/
https://www.hfma.org.uk/our-work/delivering-value-with-digital-technologies
https://www.hfma.org.uk/publications/details/summary-of-capital-guidance-2022-to-2025
https://www.hfma.org.uk/publications/details/property-plant-and-equipment---accounting-and-valuation-issues
https://www.hfma.org.uk/publications/details/accounting-for-revenue-and-capital-implications-for-the-digital-age
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• Accounting for digital briefing v2

• Continue to talk to anyone that will listen

• Examples please! Debbie.Paterson@hfma.org.uk

Where next?

22Accounting for revenue and capital: implications for the digital age

mailto:debbie.Paterson@hfma.org.uk


About the HFMA

The Healthcare Financial Management Association (HFMA) is the UK representative body for finance professionals working in the NHS and the wider healthcare sector. Our aim is to 

support the NHS finance function, to promote good practice in financial management and to improve the general understanding of NHS finance issues.

Our work is informed by a number of committees and special interest groups made up of healthcare finance practitioners. We publish numerous guides and briefings aimed at finance 

professionals, non-executive directors and non-finance staff. We also provide training and development opportunities – including a suite of web based learning modules – across all of 

these groups. 

www.hfma.org.uk
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Questions?


