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The Chairperson (Mr McGuigan): We welcome from the Department David Keenan, interim finance 
director; Nicola Shields, interim head of financial planning; Paul Montgomery, investment director; and 
Catherine Fitzpatrick, head of capital resources. You are all welcome. Thank you for coming. We got a 
written briefing, so I will hand over to you for some brief introductory remarks. 
 
Mr David Keenan (Department of Health): Thank you, Chair. I will start by making a few opening 
remarks to provide an update on the current resource budget and the 2026-29 multi-year Budget, and 
I will then hand over to Paul to cover the capital position. 
 
First, when it comes to the current year's budget, when I briefed the Committee in December, I 
advised that, despite delivering significant savings this year, the Department will not be able to break 
even. We are on track to deliver in excess of £300 million of savings, and we were projecting an 
overspend of £200 million. You will be aware of the recent allocation of the reserve claim. The 
Department received £185·4 million, which will reduce the overspend considerably, but it will remain a 
challenge to break even. However, the Department is making every effort to achieve that by year end. 
 
You will be aware that the Finance Minister published a draft multi-year Budget in early January, with 
proposed resource budgets for 2026-29 and capital budgets for 2026-2030. Although the Finance 
Minister advised that it was not possible to provide any Department with the funding requested, the 
proposed Budget represents a disappointing outcome for Health, albeit not a surprising one, given the 
limited funding available for allocation by the Executive, particularly in 2026-27. To put it in context, the 
proposed level of additional spending on health in Northern Ireland included in the draft Budget is now 
projected to be at a 10-year low, compared with that in England. It also sees funding for health fall 
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even further behind the 4% to 7% premium above England that, the NI Fiscal Council estimated, may 
be necessary to take account of the higher levels of need here. 
  
During the multi-year Budget process, we submitted bids to cover all our additional costs and to meet 
future years' pressures, such as pay and inflation — all the additional pressures that come as a result 
of increasing demand on services. We also submitted high-priority bids to support the Department in 
delivering our reset plan. It was welcome that the proposed draft Budget allocation reinstated the £165 
million waiting list funding. It also proposed funding to cover our commitments to continue to roll out 
the multidisciplinary teams and the funding for the graduate medics at Magee. However, we require 
the certainty of the waiting list funding to be allocated to our baseline recurrently, as it is essential to 
cover inescapable pressures in red-flag and time-critical patients and to build capacity in the system. 
 
In order to cover the 2025-26 pay commitments and meet our Minister's priorities for 2026-27 pay 
around the real living wage and other inescapable pressures, we require, as you will see from our 
briefing paper, additional funding of £865 million. Against that, the draft Budget has proposed 
additional general allocations in 2026-27 of £89 million, which will leave a net funding gap of £776 
million. Given that position, we will have to generate funding internally through savings and efficiencies 
to cover those inescapable commitments. In order to break even in 2026-27, we will require cash-
releasing savings of somewhere between 10% and 12% to be generated. Delivering savings of that 
magnitude in a single year is not feasible. Therefore, we will seek agreement on a recovery plan over 
the three-year Budget period, which will allow a managed delivery of that, although it will still be 
exceptionally challenging and not without risk. 
 
The Department has produced a new strategic and operational planning guidance document that sets 
out clearly an expectation that all our arm's-length bodies (ALBs) will agree plans before the start of 
the new financial year based on two possible scenarios — a 6% reduction in spend and a 12% 
reduction in spend — along with showing how they will deliver a series of actions to improve service 
delivery and deliver the reset plan throughout 2026-27. Those plans are still being progressed, but, 
once they are agreed, they will enable the Department to detail the necessary actions to meet those 
two financial scenarios, beginning at the start of the financial year. Again, however, I stress that we do 
not believe that it is possible to balance the budget in a single year, and we will continue to request a 
multi-year recovery period in order to achieve break-even. 
 
I will now hand over to Paul, who will cover the capital position. 

 
Mr Paul Montgomery (Department of Health): Thank you, David. As regards the in-year capital 
position, two bids were submitted as part of December monitoring. A bid of £5·5 million for backlog 
maintenance was fully funded and was used to address issues such as electrical remedial works and 
fire risk assessment works, including fire door replacements, roof repairs, boiler replacements, 
insulation, window replacements, ventilation upgrades and exterior works. The second bid was only 
partially funded, with £19·7 million allocated for IT hardware, including funding for the replacement of 
17,000 laptops and 14,000 desktop computers. Significant capital investment is planned for the fourth 
quarter of the financial year, which is not unusual. That is being actively managed in order to minimise 
the underspend. 
 
For future years, the Department of Health submitted capital bids with a combined value of £3 billion 
as part of the Budget process, which will cover a four-year period — 2026-27 to 2029-2030 — for 
capital departmental expenditure limit (DEL). In December 2025, the Committee was advised that the 
Department expected to receive between £1·6 billion and £1·8 billion in capital funding over the next 
Budget period. The draft Budget proposals published by the Finance Minister in early January 2026 
were at the upper end of what we expected, with £1·8 billion of capital funding available. 
Approximately £0·5 billion of that funding is earmarked for Department of Health flagship projects, 
primarily the new children's hospital, with the remaining £1·3 billion representing a general allocation 
to be used at the Department's discretion. 
 
Although we expect to have record levels of capital investment funding available, we also have record 
capital funding requirements. The proposed capital budget for general allocations will allow us to fund 
just over half of the bids that we made for the next four years. That means that we currently expect to 
be able to meet most of the inescapable pressures but have limited scope to progress partially 
committed projects and no scope to take forward projects that have no form of commitment to date 
from the Department. The intention had been to develop a 10-year capital investment plan for the 
Department of Health based on the draft Budget position in order to provide a degree of certainty on 
the funding for individual projects. However, in light of the lack of Executive agreement on the draft 
Budget position and the scale of the capital pressures identified by other Departments, there remains 
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significant uncertainty about the capital allocations that will be agreed for the Department in the final 
Budget. The work to take forward the capital investment plan will continue when a Budget position has 
been agreed. 
 
I am happy to take questions. 

 
The Chairperson (Mr McGuigan): Thank you very much. There is an awful lot to unpack there. I have 
a list of questions, which is probably like the Department's budget: it is an overspend, so I will have to 
reduce it. You said that, although the £400 million eases the pressure, you still expect an overspend 
this year. 
 
Mr Keenan: At the minute, if we take the reserve claim into account, what we reported to the 
Department of Finance in the most recent forecast out-turn would leave a net £26 million overspend. 
We see some movement on that, and there have been further savings. I expect that to come down. 
We will do a new forecast in 10 days' time that will go back to the Department of Finance. I expect that 
£26 million to have fallen, but we will be able to confirm savings at that point. That should be down. 
 
I would not say that we do not think that we can break even at the moment. We are making every 
effort to break even. We will have to see how we get on over the next couple of months, but the figure 
is definitely coming down. 

 
The Chairperson (Mr McGuigan): I will make some general budgetary points before I get into 
specifics. There are a number of scenarios. There is a draft multi-year Budget that can be approved or 
changed or there may be no agreement on it. You are pointing to a stark scenario for Health if there is 
not a multi-year Budget. I imagine that that would be catastrophic for the Department of Health. 
 
Mr Keenan: That is why we believe that, by delivering the savings of 6%, we can cover a lot of them 
as inescapable pressures. There is also a belief that the Department can get to that level, and, if so, it 
would facilitate a recovery over the whole multi-year Budget period. If you could deliver that saving of 
6%, you would obviously have to add to it in the following two years and build on that 6%. However, if 
we cannot get that multi-year Budget agreement, as I have said, we would be unable to balance our 
budget in a single year. If they take that single year in isolation, we could not balance the budget 
because it would need savings of something like 12% to do so. 
 
The Chairperson (Mr McGuigan): Obviously, the key to delivery in Health is the staff, and the 
Minister has given a commitment that he will prioritise staff pay when he gets the budget. He has also 
prioritised the minimum living wage for the social care sector. We all welcome that, but will it depend 
on a multi-year Budget? 
 
Mr Keenan: It remains the Minister's commitment. How we fund it will be the difficulty. At the minute, 
in the planning guidance that is out for consultation with all the arm's-length bodies, there is a directive 
— I should say that it is in draft and is likely to be amended — that puts those assumptions in place for 
next year. We have to find the funding to cover the pay award that was agreed only this year and will 
be paid in February and to fund the Minister's commitment on 2026-27 pay, the national living wage 
and the real living wage. All those commitments are stated in that document, and that is where we 
need to get to. It will be challenging to cover all those commitments. 
 
The Chairperson (Mr McGuigan): We will keep our fingers crossed that we get an agreed multi-year 
Budget.  
 
What about capital projects? We had the Northern Trust at Committee and a number of us raised the 
issue of Birch Hill. When you were last here — I think it was you — at one point we had a conversation 
about the 14 projects that were put on pause. Birch Hill is one, and, off the top of my head, there is 
also the children's unit at Altnagelvin. There were 14 projects. Within the allocation that you talk about, 
Paul, are those 14 projects the priority, leaving aside the hospitals at the Royal Victoria site? 

 
Mr Montgomery: The Royal Victoria Hospital is part of the inescapables. The partially committed 
would be funded out of whatever funding is residually available. Some £200 million is available for 
allocation, and the cost of those partially committed projects over the budget period is £435 million. 
Obviously, we will have to prioritise and delay some of those projects, simply because it is not 
affordable to take them forward in line with the original time frames. 
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The Chairperson (Mr McGuigan): Are you saying that even the 14 projects that were paused will 
have to be prioritised? 
 
Mr Montgomery: Yes. 
 
The Chairperson (Mr McGuigan): Will the prioritisation take the form of shifting deadlines, or is it that 
they will or will not happen? 
 
Mr Montgomery: It is about time scales, so some of them will need to be delayed for one, two or three 
years. 
 
The Chairperson (Mr McGuigan): OK. Again, I think that we had a conversation with you about the 
earmarking of the money to reduce waiting lists. A lot in Health requires an awful lot of money, but all 
of it should be spent in improving patient outcomes, and there is a commitment to that. In the £215 
million that was earmarked in this Budget, what will we see for reducing waiting lists? 
 
Mr Keenan: In the multi-year Budget, we will have £165 million this time. 
 
The Chairperson (Mr McGuigan): Is that per year? 
 
Mr Keenan: Yes, per year. That £165 million is a flat figure for each year. Some £85 million of that is, 
basically, for red-flag and time-critical patients. That is already in our 2025-26 budget, and we 
anticipate that that will be fully spent. That will be a recurring need of the Department to basically 
maintain that and make sure that people with red-flag and time-critical referrals are seen when 
required. The other £80 million out of the £165 million is to build capacity in the system. At the minute, 
£11 million of that is committed from actions that took place in 2025-26. There are still plans to be 
developed for the balance of the £80 million. 
 
Obviously, nothing has been agreed, but the difference between the draft Budget and last year is that, 
last year, we had flexibility on part of that £80 million. The current draft Budget does not propose that 
flexibility. Again, it is only a draft. If the Budget were confirmed, the Department could develop plans to 
utilise the balance of that £80 million. At the minute, as I said, £10 million or £11 million is already 
committed from actions that took place last year. 

 
The Chairperson (Mr McGuigan): This is my last question. We are discussing legislation today, and 
we discuss strategies and adopt motions weekly in the Assembly on strategies that look really good on 
paper but are without money to invest in them. When we discuss legislation, we are concerned that we 
pass it but cannot fund what must be done to implement it. I assume that there is flexibility in the 
three-year Budget. Are there initiatives to invest to save, so that we see the transformation in our 
health service that we talk about daily and so that, after three years, there will be a hell of a lot more 
progress in efficiencies and transformation that produce better outcomes? 
 
Mr Keenan: I cannot really go into specifics at the minute, but you see how difficult our budget is. The 
Department really needs to invest now in anything that we can to save for the future. We need to see 
the big picture. The planning guidance is out to consultation. ALBs have been tasked with coming up 
with plans as to what they could do. They have also been given directives as to the direction in which 
the Department wants to go. That planning guidance builds on the reset plan and the Minister's three-
year plan. It factors in such things as the neighbourhood model, more investment in the community 
and voluntary sector and so on. Once we can see the whole picture, things like invest to save can be 
considered. 
 
At the minute, the focus is very much on 2026-27, because that year is so bad. The focus is on what 
we can do in that year, though the Department is still looking at this as a three-year plan or process. 

 
The Chairperson (Mr McGuigan): The Department of Finance has a five-year plan, so I hope that the 
Health Department looks at how its financial commitments in the next year and the next two after that 
fit into the five-year plan. However, I understand completely the constrained financial scenario that you 
are in. 
 
Mr Keenan: We had developed a five-year plan in line with requests from the Department of Finance 
that very much followed the reset plan and the three-year plan. It was based on what was bid for at the 
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multi-year Budget exercise. That plan was with the Minister, but it now needs refined and tweaked to 
reflect where we are now. 
 
Mr McGrath: Thank you for the presentation. I still say that the toughest Department is Health, and 
the toughest branch in it is the one looking after the money. Therefore, thank you for detailing just 
what there is not. 
 
My question is about the savings that you require trusts to make. If they make £50 million in savings 
this year, does it mean that next year they do not get that money at all, or does their baseline go back 
up to what they got at the start of the year and have the capacity? Is it just reduced out of their 
budget? 

 
Mr Keenan: The assumption is that the savings that they have made this year can be delivered 
recurrently. 
 
Mr McGrath: If that saving is found through a reduction in service provision, is that just a reduction in 
service provision going forward? 
 
Mr Keenan: Similar to what we are doing at the moment, trusts would have been asked to develop 
savings plans. The Department would have been trying to protect front-line services. There were a 
number of proposals. Even this year, we tasked the trusts with such a difficult ask, but proposals came 
forward. However, because of their impact on services, they were not taken forward. The Minister is 
on record as saying that he would not implement saving measures if they were going to have such an 
impact on services. Our assessment is that the savings that they have delivered to date have had a 
minimal impact on service provision. That is the instruction that trusts have been given by the 
Department. 
 
Mr McGrath: I know that you say that with the best intentions, but, when we meet the trusts, they tell 
us that they have no money. They have been asked to make cuts, and you have to wonder how they 
can find millions and millions of pounds' worth of cuts. They must be doing millions and millions of 
pounds' worth of stuff that is not really impacting on patients. 
 
I do not know sometimes whom to believe. Is it you saying that they can make cuts without impacting 
on patients, or is it the trust saying that it has no more money to cut? Then you wonder where the cuts 
are coming from. Is there some secret place where they spend money that they do not need to spend 
and can then make cuts when you ask them to without it impacting on patients? Any chief executives 
whom we meet tell us that the money that they have is being spent on patients, on delivering 
operations and maintaining hospitals. 

 
Mr Keenan: Their argument would be that they have done all that they can. The Department's position 
is that we can still do things better and more efficiently. The focus is on care for elderly people, patient 
flow and things like that. The Department sees a lot of things like that that cost the system money and 
make it inefficient. Those are the areas that trusts will be asked to focus on. 
 
Mr McGrath: It is scary to think that they are so inefficient that they are wasting millions of pounds 
every year. As you said, if they make efficiencies, they can make savings. One year, the trusts saved 
£50 million. It feels weird that they spend £50 million inefficiently each year. 
 
Mr Keenan: I am not sure that I would use the word "inefficiently". I would say that there are things 
that they could do better. 
 
Mr McGrath: That does not improve it much, but I get your point. 
 
You are going to ask arm's-length bodies to undertake a 12% cut. When I was a councillor, I sat on the 
board of arm's-length bodies that were asked, at one stage, to consider a 3% cut, and they were 
sweating because of the impact that that would have on what they did. If we ask for 12%, it is four 
times that figure, which will be four times the sweat for some of those organisations. I suspect that, 
over the past five to 10 years, they have probably been asked at different points to make cuts. Is there 
a fear that, when you ask them to undertake such large cuts, they reach a tipping point and, 
effectively, will just become incapable of delivering the service that they are there to provide? 
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Mr Keenan: Some of the smaller ALBs went through that exercise, and we see that they are at the 
point where they will not be able to deliver anything. Our budget is £8·6 billion, and the gap is 10%, 
which is why we are suggesting savings of 6% and 12%. We are allowing for the fact that certain parts 
of the Health and Social Care (HSC) system will not be able to deliver savings. Unfortunately, that will 
put pressure on other areas to make that up. 
 
To go back to the point that the Chair raised, we think that 6% is achievable across the system. The 
impact of 10% or 12% on services would just be too severe. 

 
Mr McGrath: That means that there is 10% or 15% less work that, for example, the Patient and Client 
Council, which I sat on, can do, which, in turn, means 10% or 15% fewer patients getting help and 
assistance. That is worrying.  
 
Finally, I have been on a wee bit of a rant over the last while about buildings. Some £251 million of 
high-risk works need to be done. You said that you will have up to about £1·2 billion for capital: how 
much of that will be able to address the £250 million of high-risk works that need to be done? 

 
Mr Montgomery: Some £115 million of spend on backlog maintenance has been factored into that. In 
addition, there will be £200 million of general capital allocations for trusts to spend on minor capital 
works. It will not address all of it, but we are trying to make progress. Obviously, we could spend more 
if we had more budget. To come back to the Chair's question, we could spend more, but then there 
would not be any money for partially committed projects. We need to strike a balance in allocating the 
funding available. 
 
Mr McGrath: I will bank that as "fairly good". If you can give £100-odd million and there is £200 million 
available across the trusts, that will, hopefully, address the lion's share of the backlog.  
 
I do not know whether it is the use of the phrase "high-risk", but, as an entire institution, we are meant 
to look out for patients, buildings and other things. When you hear that that level of high-risk 
maintenance work needs to be done, you think about the patients on those premises today and what 
is not working. Are the sockets not working? Are the fire alarms not working? It is not ideal. 

 
Mr Montgomery: As I said in the opening statement, the money that we give for backlog maintenance 
will be spent by trusts on roof repairs, window repairs, updates and those sorts of things. Those are 
the highest-risk things that they will look at. I think that they will look to ensure consistency between 
trusts in what they record as serious risk. 
 
Mr McGrath: OK. That is grand. Thank you. 
 
The Chairperson (Mr McGuigan): In the last conversation that we had with the Northern Trust, it told 
us that it will need, I think, £25 million or £28 million over the next five years for Holywell Hospital's 
maintenance. It is ridiculous. I just make that point. 
 
Mr Donnelly: I was also about to make that point. It is a false economy. If you do not build a new 
facility, you will have to spend £28 million over the next five years on the upkeep of a facility that was 
built in the 19th century. It makes no financial sense.  
 
I appreciate the bind that we are in. It is horrifying. It is a really shocking situation. That difference 
between one year and three years is incredibly concerning. I am sure that the ALBs were incredibly 
shocked when they were told to make plans for cuts of 6% and 12%. I take Colin's point: some of 
those organisations, which deliver important services, may not be able to function. We are in a really 
concerning place.  
 
I certainly encourage the Minister to take seriously the pay uplifts that staff are due and to factor those 
in at a very early stage. On the real living wage, there was a lot of trust broken and a lot of hurt caused 
among healthcare staff when they did not get their uplift at the same time as those in the rest of the 
UK and when the U-turn on the real living wage was made in September. I really encourage the 
Minister to resolve that, because I know that there was a lot of hurt among healthcare staff, who are 
under a lot of pressure to deliver services. 
 
I have couple of questions, and the Chair has touched on a few of them. Can you give any update on 
whether a decision has been made on car parking charges and how much it will cost? 
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Mr Montgomery: Not taking the decision will cost £7 million a year, which is not built into the figures 
that David talked about. We are waiting — 
 
Mr Donnelly: The understanding is that there is no further decision to be made; it will go ahead. 
 
Mr Montgomery: We do not know whether a decision has been made. As David set out, there is a 
large funding gap. We are looking at options to bridge that gap, one of which is deferral of the abolition 
of car parking charges, which was due to take effect from May 2026.A decision was due to be made 
soon or else we would not have the time to go through with it, because, obviously, we would need to 
go through the legislative process.  
 
Basically, I think that we are reaching the point where, even if there were a decision to defer the 
abolition of car parking charges, we could not do so. We are at the stage now where we could not 
pass the legislation. Of course, if a decision is made, the Committee will be the first to hear. 

 
Mr Donnelly: I am not sure whether you will be able to give us an update on this: we were recently 
told that the maternity hospital may be opened on a phased schedule. Have you any idea what 
services will be available and when? Is there a time frame? 
 
Mr Montgomery: We simply deal with the money and — 
 
Mr Donnelly: Fair enough. 
 
Mr Montgomery: — money has been allocated, and it includes money for remediation to facilitate the 
earlier opening. 
 
Mr Donnelly: With the allocation for primary care reform, to what extent have GPs been involved in 
discussions with the Department? 
 
Mr Keenan: As far as I am aware, discussions are ongoing on that. There is a meeting due to take 
place in March to progress it. An offer went out to them in, I think, November. 
 
Mr Donnelly: There have been ongoing discussions around that, then. 
 
Mr Keenan: Yes, because they will be very much part of the neighbourhood model too, so the 
Department is keen to move that on. 
 
Mr Donnelly: Thank you. 
 
The Chairperson (Mr McGuigan): Back to the question that Danny asked about the maternity 
hospital: Paul, are you saying that there is money set aside for a potential phased remedial opening of 
that? That is news to us. 
 
Mr Montgomery: A small amount of funding has been bid for as part of flagship projects for the 
design works for the water redesign and for remediation. 
 
The Chairperson (Mr McGuigan): Can you tell us how much that is? 
 
Mr Montgomery: It is £4 million. 
 
The Chairperson (Mr McGuigan): OK. Is it your understanding that that money could allow for some 
parts of the hospital to be opened sooner than the two years that we initially heard? 
 
Ms Catherine Fitzpatrick (Department of Health): We will have to wait for the outcome of the initial 
redesign of the water remediation, which will determine the full cost of that. That will probably 
determine the stages at which the hospital could start to open. 
 
Mr Montgomery: I am not saying that it is remediation works in general that will facilitate — I am not 
saying that, if that funding is made available, it will definitely open. There is a large number of issues 
at hand in determining the phased opening of the facility. 
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The Chairperson (Mr McGuigan): OK. 
 
Mr Montgomery: That work will support it, but it will not determine it. 
 
The Chairperson (Mr McGuigan): OK. Thank you very much. That has been useful. I appreciate it. 


