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of confidence by the Government of any other country or any agency of such a Government
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Treasury Report: Budget 2026: Second Bilateral Briefing on the

Revised Education Package

Purpose

You are meeting with the Minister of Education, Hon Erica Stanford, at 6.00pm on
Wednesday 1 April to discuss her revised Budget 2026 capital and operating packages
for Education.

[ Annex 1 provides you with a proposed annotated agenda for the meeting and
supporting Treasury advice and talking points. This version will not be
provided to the portfolio Minister ahead of the meeting.

ii Annex 2 is the official meeting agenda that has — with your office’s approval —
also been sent to the office of the portfolio Minister and their agency. It is
provided for your visibility only. You do not need to review it — there is no
additional material in Annex 2 that is not already in Annex 1.

Recommended Action

We recommend that you:

a

Note that at your bilateral meeting with the Minister of Education on Thursday 12
March, you requested the Minister submit two revised operating packages and three
revised capital packages;

Note that the Minister of Education has now provided you with her revised packages
for consideration at the second bilateral discussion;

Discuss the contents of this report with the Minister of Education at the second
bilateral discussion on Wednesday 1 April;

Note Agenda Item 4 ‘New Spending in the Revised Package: School Property’ has
been shared with the Minister for Infrastructure.

Indicate your preferred Education operating package, subject to any changes you
make in the below recommendations:

i. Package A of [38] operating average per annum; or
Yes / No
38
ii. Package B of 18] operating average per annum.

Yes / No

Fuel Price Considerations

f

Ask the Minister of Education if she is reconsidering the Education package to account
for fuel price pressures.

Agree with the Minister of Education to progress one of the following options to
respond to fuel price pressures:

i.  Provision no additional funding, noting increased costs for school transport
services directly flow to OBEGALXx (Treasury recommended); or

Agree / disagree
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ii. Progress a revised package A or B that scales new spending to fund fuel price
pressures; or

Agree / disagree

iii.  Progress package A or B and provision the remaining envelope funding for fuel

price pressures.
Agree / disagree

Note that school transport services are the education service most susceptible to
changes in fuel prices and these costs flow directly to OBEGALX; however, given the
uncertainty of how long elevated fuel prices will last, the quantum of the forecast
adjustment for school transport services and the corresponding impact on OBEGALXx at
the Pre-Election Economic and Fiscal Update is unclear.

Reprioritisation Options for the Revised Package

Agree with the Minister of Education to not reprioritise (3]

and instead have unspent funding be returned to the centre 138l

Agree / disagree

Agree with the Minister of Education to reprioritise [

Agree / disagree

Discuss with the Minister of Education the certainty of an identified potential
underspend of 38l being returned to the centre after Budget 2026 and the
suitability of using this to offset cost pressures.

New Spending in the Revised Package: Primary Education

Discuss with the Minister of Education how investment into primary education (ID
17347) can be scaled.

Agree to scale investment in primary education (ID 17347) to $12.5 million operating
average per annum.

Agree / disagree
New Spending in the Revised Package: School Property
n Indicate your preferred Education capital package:
i, (88
Yes / No
i.
Yes / No
i
Yes / No
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o] Request the Minister of Education allocates any additional funding provisioned for
maintaining the school property portfolio towards the redevelopment pipeline and meet
other maintenance pressures from within existing baselines.

Mark Hodge Hon Nicola Willis
Unit Manager, Social Sector, Minister of Finance
Communities and Learning
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Annex 1 — Agenda and Supporting Advice

(Not for sharing with portfolio Ministers) — Budget 2026 Revised Education Packages

Totals

Operating
packages

This report advises you on the Minister of Education’s revised
operating and capital packages for Budget 2026.

The Minister of Education originally submitted a
package of 138l within an envelope of [
additional operating average per annum.

In line with your requests made at the first bilateral
discussion, the Minister of Education has since submitted
two revised net packages of [ (‘package A’) and
[38] (‘package B’) operating average per annum.

Package B has higher gross new spending, but this
spending is offset by the higher level of saving, making
package B’s net spending $7.1 million less than package A.

This report recommends you initially progress with package
B of 138 operating average per annum but make
some changes outlined in agenda items 2 and 3 below.

Package A
($m average
operating per
annum)

Package B
($m average
operating
per annum)

Difference
between
Package A
and B

Gross

265.345

270.189

4.844

spending

Gross
saving

[38]

Net totals

Capital
packages

The Minister of Education has submitted three revised capital
packages in line with your requests made at the first bilateral
discussion. These packages are a full package of 7]

total capital, a medium package of 7] total capital, and
a low package of [¥7] total capital.

The three packages present different options on the level of
maintenance and growth funding by purchasing the same
components at differing levels. For example, the low package
would purchase 178 teaching spaces, the medium package 223
teaching spaces, and the full package 284 teaching spaces.

We recommend you initially progress with the ~$300 million total
capital package but make some changes to relative prioritisation of
maintenance and growth in line with Treasury’s recommended
approach outlined in agenda item 4 below.

($m) ‘Full’ Package

‘Medium’
Package

‘Low’ Package

!Net Capex

(37]
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Agenda Item 1 — Fuel Price Considerations

Description of
key issue

Recent fuel price increases may be generating cost pressures
in Education. The Minister of Education may wish to revise the
package considering these fuel price pressures.

At Budget Ministers 2, you indicated that you may discuss with
the Minister of Education reducing the uplift for schools’
operational grants from a 2% uplift to 1.5%.

School transport services are the costs most susceptible to
changes in fuel prices and cost increases are funded through
forecast adjustments in the baseline update process. These
costs flow directly to OBEGALX.

Treasury
recommended
talking points

Ask the Minister of Education if she is reconsidering the
Education package to account for fuel price pressures.

Agree with the Minister of Education to progress one of the
following options to respond to fuel price pressures:

o Provision no additional funding, noting increased costs
for school transport services directly flow to OBEGALXx
(Treasury recommended); or

o Progress a revised package A or B that scales new
spending to fund fuel price pressures; or

o Progress package A or B and provision the remaining
envelope funding for fuel price pressures.

Note that school transport services are the education service
most susceptible to changes in fuel prices and these costs flow
directly to OBEGALX; however, given the uncertainty of how
long elevated fuel prices will last, the quantum of the forecast
adjustment for school transport services and the corresponding
impact on OBEGALX at the Pre-Election Economic and Fiscal
Update (PREFU) is unclear.

Treasury advice

Since your first bilateral discussion, the conflict in the Middle
East and the resulting disruption to shipping through the Strait
of Hormuz have led to significant increases in the price of fuel.
The Ministry of Education is a significant user of fuel and contracts
services that are also significant fuel users. As of 31 March 2026, we
do not have a sense of the quantum of cost pressures the Ministry of
Education is facing.

You have options to manage fuel cost pressures in the
Education package:

Provision no additional funding (Treasury recommended)

The service most susceptible to fuel price increases is
school transport. We consider there is a reasonable chance
that the price of the Ministry of Education’s contracts with
school transport service providers will increase.
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Reprioritise funding within package A or package B

School transport services are funded through forecast
adjustments that flow directly to OBEGALXx.

Therefore, any price increases to school transport services
will be reflected in baseline updates with a corresponding
impact on fiscal indicators at PREFU. The cost of any policy
changes would need to be considered at the point of
decision making.

You may wish to provision no additional funding for fuel
price pressures from Budget allowances considering the
above. The Ministry of Education would therefore need to
manage any other fuel price pressures from within existing
baselines.

Progress package A or package B, and provision remaining

You could discuss with the Minister of Education how the
composition of package A and package B could be revised
to fund fuel price pressures, 38!

An example of where the package could be revised is the
schools’ operational grant cost adjustment. We understand
you may wish to discuss with the Minister a reduction in this
cost adjustment from 2% to 1.5%. This would free up $10.0
million operating average per annum in the package to fund
fuel price pressures.

If you select this option, we recommend holding the funding
in a tagged contingency given the uncertainty of how long
fuel prices will be elevated.

envelope funding

Package A and B have both come in under the €
envelope, 8 ,

You may wish to allocate all or some of the remaining
envelope funding to manage fuel price pressures.

Given your preference for limited additional funding to be
allocated to Education this Budget, we do not recommend
this option. If you do select this option, we recommend
holding the funding in a tagged contingency.

Agenda Item 2 — Reprioritisation Options for the Revised Package

Description of
key issue

e The most significant difference between the two revised
packages is the source of reprioritised funding. There is no
material difference in the new spending proposed in each
package.

e Package A, %8 additional operating average per
annum, assumes that [38]
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[38]

Package B, %! additional operating averade per
annum, assumes [33] and [38]

Package A and B both include [38!

, as agreed to at the first
bilateral discussion.

The Minister of Education has identified [
average per annum in funding likely be returned to the centre
after Budaet 2026, 138!

This is not a specific savings proposal for this
Budget.

Treasury
recommended
talking points

Agree with the Minister of Education to not reprioritise 23

Agree with the Minister of Education to reprioritise !

Discuss with the Minister of Education the certainty of an
identified potential underspend of 18 being returned
to the centre after Budget 2026 and the suitability of using this to
offset cost pressures.

Treasury advice

We recommend reprioritising 1!

instead of the (38!

Our view raised ahead of your first bilateral regarding
reprioritising funding ¢!

is unchanged. This anticipated
underspend identified for reprioritisation is not a true saving as
it relates to 18

[33]
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(33]

The savings from the [ are true
savings 133

. On this basis, we recommend
progressing the former initiative in lieu of the latter.

The underspends identified in the Minister’s package should be
returned to the centre, as is the default process. However, this
will not have a fiscal impact in time for this Budget.
Furthermore, the majority [ of these underspends
are highly uncertain. We therefore recommend you note such
anticipated underspends may be returned later in the year but
that they do not offset new spending.

Agenda Item 3 — New Spending in the Revised Package: Primary Education

Description of
key issue

Both revised packages have reduced the net funding ask
compared to the original submission of 8!

in line with your expectations.
New spending between the two revised packages is quite
similar; the $7.1 million difference and therefore the
reduction in the overall funding ask emerges from different
levels of reprioritised funding.
Therefore, both revised operating packages have not met
your expectations of a reduction in the amount of funding
sought for new spending initiatives in primary education.

Treasury
recommended
talking points

Discuss with the Minister of Education how investment into
primary education can be scaled.

Agree to scale investment in primary education (ID 17347)
to $12.5 million operating average per annum.

Treasury advice

We recommend scaling the primary education investment in the
Education package.

You requested at the first bilateral discussion that investment
in primary education should be scaled down in both revised
packages. This has not been done.

The Ministry of Education has provided further information
about the package’s investment into primary education,
specifically the deliverability of improved educational
outcomes. We still hold reservations about the quantum of
further investment into supports funded at previous Budgets
that have not yet been implemented, as ‘on the ground’
delivery and uptake is not yet understood.

As such, we recommend scaling the initiative “Foundations
for Educational Success: Pathway to 2030” (ID 17347) from
$33.2 operating average per annum to $12.5 operating
average per annum to progress components with the most
pressing need for investment.
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Agenda Item 4 — New Spending in the Revised Package: School Property

Description of

e The three capital packages submitted include funding for both

talking points

key issue maintenance and growth.
¢ Funding for redevelopments has been included in the medium
[37] total capital) and full [¥7] total
capital) packages.
Treasury ¢ Indicate your preferred Education capital package:
recommended

o [37

O
O

¢ Request the Minister of Education allocates any additional
funding provisioned for maintaining the school property portfolio
towards the redevelopment pipeline and meet other
maintenance pressures from within existing baselines.

Treasury advice

We recommend progressing the low capital package of [37]
total capital.

o The Budget 2026 capital allowance is significantly
oversubscribed. Our first best is to trade off investment in school
property against potentially more pressing capital asks in
portfolios such as Transport or Health.

¢ On this basis, we recommend provisioning a lower level of
additional funding of (7] total capital to meet the most
immediate growth pressures (e.g. overcrowding) and
provisioning 171 total capital for maintenance (e.g.
water services and learning support property modifications).

e At the first bilateral discussion, you indicated your preference to
further fund the redevelopment pipeline. We understand that
$428.2 million of existing baseline funding is provisionally
allocated for new and existing redevelopments for 2026/27. We
consider this allocation sufficient to maintain continued
momentum in the pipeline.

o If allocating additional funding for redevelopments remains a
priority for this Budget, we recommend requesting the Minister
of Education to prioritise redevelopments with any additional
funding provisioned, and to use existing allocations to meet
other maintenance pressures like water services and learning
support property modifications.
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Annex 2 — Annotated Agenda that has been referred to the portfolio Minister

Agenda

The proposed agenda for this meeting is set out below. Further details on each agenda item
are set out in the tables below.

PO

Agenda Item 1: Fuel Price Considerations

Agenda Item 2: Reprioritisation Options for the Revised Package

Agenda Item 3: New Spending in the Revised Package: Primary Education
Agenda Item 4: New Spending in the Revised Package: School Property

Agenda Item 1 — Fuel Price Considerations

Description of
key issue

Recent fuel price increases may be generating cost pressures
in Education. The Minister of Education may wish to revise the
package considering these fuel price pressures.

At Budget Ministers 2, the Minister of Finance indicated that
she may discuss with the Minister of Education reducing the
uplift for schools’ operational grants from a 2% uplift to 1.5%.

School transport services are the costs most susceptible to
changes in fuel prices and cost increases are funded through
forecast adjustments in the baseline update process. These
costs flow directly to OBEGALXx.

Agenda Item 2 — Reprioritisation Options for the Revised Package

Description of
key issue

The most significant difference between the two revised
packages is the source of reprioritised funding. There is no
material difference in the new spending proposed in each
package.

(38]

Package A, of additional operating average per

annum, assumes [331and [38]

Package B, of 138l operating average per
annum, 38

Instead, 32

Package A and B both include [38!

as agreed to at the first
bilateral discussion.

The Minister of Education has identified [38l operating
average per annum in funding likely be returned to the centre
after Budget 2026, [
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(38]
Budget.

This is not a specific savings proposal for this

Agenda Item 3 — New Spending in the Revised Package: Primary Education

Description of e Both revised packages have reduced the net funding ask

key issue compared to the original submission of (8!
operating average per annum, in line with the Minister of
Finance’ expectations.

o New spending between the two revised packages is quite
similar; the $7.1 million difference and therefore the
reduction in the overall funding ask emerges from different
levels of reprioritised funding.

e Therefore, both revised operating packages have not met
the Minister of Finance’ expectations of a reduction in the
amount of funding sought for new spending initiatives in
primary education.

Agenda Item 4 — New Spending in the Revised Package: School Property

Description of e The three capital packages submitted include funding for both
key issue maintenance and growth.

¢ Funding for redevelopments has been included in the medium
(371 total capital) and full 171 total
capital) packages.
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