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Ms S Welsby  28th November 2024 

Senior Finance Business Partner – Planning & Major Projects 
Hywel Dda University Health Board 
Ty Gorwel  
Job’s Well Road  
Carmarthen 
SA31 3HB 

Dear Sarah, 

Refurbishment and construction of Aseptic Units - VAT accounting treatment and 
recovery considerations 

Further to your recent request we write to provide you with our observations of the potential 
VAT accounting treatment in respect of the above scheme with the aim of assisting Hywel Dda 
University Health Board (“the Board” or “HDUHB”) with the development and support of the 
required business case submission to the Welsh Government. 

Background 

The Board is developing a business case to support the construction and refurbishment of two 
Aseptic Units at Withybush General Hospital and Bronglais General Hospital as part of the 
Health Board’s provision of tailored, controlled medicine services to patients. The scheme will 
entail refurbishing existing pharmacy spaces into fit for purpose cold and ambient stores, 
offices and aseptic rooms that can accommodate controlled, sterile medicine preparation 
services.  

From the information that we have reviewed, we understand that there are 3 work streams to 
the project as detailed below:- 

- A reconfiguration and refurbishment of the existing Aseptic Unit and offices at Bronglais
General hospital. 

- A reconfiguration and refurbishment of the offices and store spaces within the existing
Withybush General Hospital (“WGH”). 

- The construction and erection of a new modular unit on the external site at WGH to
encapsulate a comprehensive Aseptic facility. 

The project is expected to commence in March 2025 with an expected completion date of 
February 2026.  

The planned works are likely to include the following:- 

• Demolition and relocation of portacabins;

• Enabling works in anticipation of the new construction of the unit;

• Erection of a new Aseptic Unit next to the hospital building;

• Refurbishment of the existing space;

• Reconfiguration of existing building layouts through the installation of internal partitions;
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• Associated mechanical and electrical works;

• Associated external works and site preparation;

• Digital infrastructure fit out.

Scheme costs 

The anticipated costs for the scheme will be circa £2,771,000.  The construction works are 
estimated to be in the region of £1.7m and the associated professional fees are anticipated to 
be in the region of £299k. It is expected that there will be circa £141k incurred on equipment 
and £204k for non-works costs. The Board has a planned contingency for circa £354k.  

Contractor 

A contractor has not yet been appointed. We understand that the scheme will be a 
conventional procurement and not a Design for Life Framework scheme.  

VAT accounting and recovery treatment position for the Board 

On the basis of the information we have reviewed and the nature of the construction works, we 

would recommend that the Board plans for circa 10-15% VAT recovery in relation to the 

construction and refurbishment costs of the building.  This is on the basis the works entail 

major alterations to the internal layout of the building and the construction of a new aseptic 

unit.  

We would expect limited VAT recovery on any purchase of equipment, therefore, we 

recommend the Board plans for 0% VAT recovery on these costs.  

We would expect there to be nominal scope for VAT recovery on non-works costs on elements 

such as surveys, business case support and other fees. We do not expect these costs to make 

a material difference to the overall VAT recovery of the project.  

Professional fees 

There will be scope for 100% VAT recovery on the professional fees including the usual 

design, architecture, management, and advisory related elements as per normal to the extent 

the facility will be used by the Board to provide non-business NHS healthcare activities. 

Summary and conclusion 

I trust the above is sufficient for your requirements at this stage of the planning process.  As 
always, if you have any immediate queries or require further clarification of any of the above 
then please do not hesitate to contact me. 

Yours sincerely, 
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Tim Glover 
Senior Manager - Indirect Tax 
EY LLP UK 
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