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Action sought 

  Action sought  Deadline  

Hon Nicola Willis 
Minister of Finance 
 

Refer the attached draft Cabinet 
Paper to Cabinet Ministers for 
consultation.  

Indicate your preferred process and 
timing for Cabinet consideration of 
the scheme. 

 6 April 2026 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Isabelle Hermes Senior Analyst, 
Climate, Energy and 
Resources 

 

John Marney Manager, Revenue and 
Economic Development

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Refer the attached draft Cabinet Paper to Cabinet Ministers. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached) 

[39] [35]
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Treasury Report: Draft Cabinet Paper on establishment of a gas 
transition loan guarantee scheme  

Purpose of Report 

1. This report provides a draft Cabinet paper on establishing a gas transition loan 
guarantee scheme for consultation with your Ministerial colleagues. 

2. It also seeks your agreement to an outstanding design parameter not finalised in earlier 
advice – limiting eligibility to registered banks – and your direction on the preferred 
process and timing for Cabinet consideration ahead of Budget 2026. If you wish to 
proceed, we will work with your Office to incorporate your feedback and finalise the 
paper for lodgement. 

Background 

3. The Treasury provided you with advice on the design of a potential gas transition loan 
guarantee scheme on 26 February (T2026/221). You have not yet provided direction 
on whether to proceed with the scheme or on the indicative design parameters. Should 
you wish to proceed, we have prepared the attached draft Cabinet paper to enable 
Ministerial consultation and support progression within Budget 2026 timeframes. 

4. The draft Cabinet paper reflects the recommended scheme design set out in our earlier 
advice, as well as the proposed approach for eligible lenders, which is discussed in this 
report. We can incorporate any feedback you have on the design settings or framing 
prior to finalisation. 

5. Treasury has undertaken initial engagement with relevant agencies, including the 
Ministry of Business, Innovation and Employment (MBIE), the Ministry for the 
Environment (MfE), the Ministry of Foreign Affairs and Trade (MFAT), and the Reserve 
Bank of New Zealand (RBNZ), to inform the development of the draft Cabinet paper. 
Given the constrained timeframes, further agency consultation is expected to occur in 
parallel with Ministerial consultation. Feedback received to date has been incorporated, 
and no significant issues have been identified. Treasury will continue to work with these 
agencies on regulatory treatment, communications and implementation. 

Proposed changes 

Eligible lenders 

6. An outstanding question from earlier advice was whether non-bank lenders should be 
eligible for the scheme. Further analysis indicates that non-bank lenders have had 
disproportionately higher claim rates than registered banks under previous guarantee 
schemes. Under the Business Finance Guarantee Scheme, non-bank lenders 
accounted for 4% of lending but 50% of claims by value; under the North Island 
Weather Events scheme, they accounted for 5% of lending and 87% of claims. On this 
basis, we recommend limiting eligibility to registered banks, consistent with the 
approach taken for the Community Housing Provider Scheme. 

7. If non-bank lenders were included, Treasury would need to broaden negotiations and 
prepare a separate deed of indemnity. This would increase complexity and could also 
affect the feasibility of announcing the scheme at Budget. 
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Implementation and next steps 

Cabinet consideration 

8. The attached draft Cabinet paper informs Cabinet of your intention to establish a gas 
transition loan guarantee scheme. It does not seek Cabinet decisions on the scheme, 
as you have statutory authority under section 65ZD of the Public Finance Act to grant 
guarantees and indemnities. However, Cabinet approval will be required through the 
Budget process to fund the scheme. 

9. There are two options for how the paper could proceed to Cabinet, both requiring 
lodgement by Thursday 16 April: 

a consideration by the Cabinet Economic Policy Committee on 22 April, followed by 
Cabinet on 28 April; or 

b direct consideration by Cabinet on 20 April. 

10. We recommend the second option, as it allows you to inform Cabinet about the 
scheme in advance of final Budget 2026 funding decisions on 28 April. 

Bank negotiations and Budget announcement  

11. There are two broad pathways for progressing the scheme ahead of Budget 2026.  

Scheme announcement at Budget 2026 

12. If you wish to announce the scheme at Budget 2026, negotiations with eligible lenders 
would need to be completed and you would need to have taken final decisions on the 
scheme design and considered the public interest test ahead of Budget Day. Our 26 
February advice (T2026/221) therefore sought your agreement to formally commence 
negotiations with registered banks. 

13. As negotiations have not yet commenced, the remaining time available is limited and it 
is difficult to predict how long negotiations will take. There is a material risk that 
negotiations may not be completed in time to support a firm Budget announcement. 

Indicative Budget signal, with final decisions taken post-Budget 

14. As an alternative, you could signal on Budget Day that you are considering establishing 
a gas transition loan guarantee scheme and that funding has been set aside. This 
would allow negotiations with banks to continue after Budget, with final advice on 
scheme parameters and the public interest test provided subsequently. 

15. A longer timeline would also be required if non-bank lenders were included, as this 
would necessitate negotiations with both registered banks and non-bank lenders. 

16. For either pathway, once final decisions are taken, subsequent steps would be largely 
administrative. Treasury would therefore likely seek your approval to delegate authority 
to the Secretary to the Treasury to execute and administer the scheme, including 
entering into individual deeds of indemnity with participating banks. 
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Recommended actions 

We recommend that you: 
 
a agree that eligibility for the proposed scheme be limited to registered banks. 

Agree/disagree. 
b agree for officials to commence negotiations with eligible lenders on the proposed 

scheme parameters. 
Agree/disagree. 

c provide feedback on the attached draft Cabinet paper. 

d indicate your preferred process and timing for Cabinet consideration of the scheme 
(either option requires lodgement of the Cabinet paper by 16 April), either: 

i. consideration by the Cabinet Economic Policy Committee on 22 April, followed by 
Cabinet on 28 April; or 

Yes / No 

ii. direct consideration by Cabinet on 20 April (Treasury preferred) 

Yes / No 

e refer, subject to your feedback, the attached draft Cabinet Paper to Cabinet Ministers 
for consultation.  
Refer/not referred. 

 
 
 
John Marney 
Manager, Revenue and Economic Development 
 
 
 
 
 
Hon Nicola Willis 
Minister of Finance 

 
 

_____/_____/_______ 
 


