
 
The Taxpayers’ Kyoto Position for 2011 
 
The following table sets out the taxpayers’ current position regarding New Zealand’s 
Kyoto Protocol obligations for the period from 2008 to 2012.  It updates the 
description provided by the Sustainability Council in June 2010.1 

• The blue block shows key figures the government presents annually regarding 
the nation’s position (not the taxpayers’).2  

• The yellow block is the net ‘income’ from the ETS after the gifting of NZUs 
and all emission subsidies are accounted for.3  

• The orange block is the debt that NZ will face once crop forests that are 
earning credits today are felled as planned in the 2020s.4   

Note: The -49 total is obtained by adding  -61, 83, 12 and –83.  
 

This total position of a 49 megatonne deficit is worth: 

• $1 billion at the $20.33/tonne carbon price used in the Budget;  
• $2.45 billion at the $50/tonne figure the government uses for modeling after 

2012 (when the credits seem much more likely to be purchased); and 
• $5 billion if carbon prices rise to $100/tonne. 

 

Overall: 
• NZ is expected to overshoot its Kyoto target by 18% 
• The ETS pays for less than 20% of the resulting liability 
• The Government is borrowing forest credits to cover the gap and when 

this is properly accounted for, NZ is today 49 Mt in deficit – a multi-
billion dollar liability, the scale of which depends on future carbon prices. 

                                                
1  Sustainability Council, Taxpayers Face $1.1 Billion Kyoto Liability, 23 June 2010. 
2  Ministry for the Environment, New Zealand’s net position under the Kyoto Protocol, 2011. 
3  Geoff Bertram and Simon Terry, The Carbon Challenge, BWB, 2010, p 111, derived from the 

provisions in the ETS legislation. 
4  The Treasury, Budget Economic and Fiscal Update, 2011, adjusted as described over page.  

           NZ Taxpayers’ Position Under Kyoto - 2011 Accounts   
   Amount 
  Line item  (Mt) 
     

  Emissions over and above Kyoto target  -55
  Other liabilities -6

Government's Total liability -61
‘Net Position     

Report’ Emission credits earned from crop forestry  83
      

  Government’s declared Kyoto position  22
     

ETS ETS net ‘income’ 12
     

Forest Credits Payback Contingent liability for repayment of forest credits -83
     

  Overall Position -49
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Notes and Quotes 
 
1.   MFE’s ‘Net Position Report’ 
MFE’s annual report on emissions under the Kyoto Protocol presents the position of 
the country, not the taxpayer.5  That total country picture mixes the public bill for 
New Zealand’s excess emissions with private gains foresters secure by soaking up 
carbon.   
 
So Climate Change Minister Nick Smith’s statement in April that “New Zealand [is] 
comfortably meeting its Kyoto commitments” refers only to that country level 
picture.6  It also refers to a set of accounts that fails to include a contingent liability 
for harvesting the forests that are earning credits on those accounts today.   
 
2.   The Budget Contingent Liability Statement 
Until last year, the Budget documents failed to list any contingent liability for 
harvesting the forests that are earning credits now.  This was extraordinary given New 
Zealand’s implicit reliance on these credits during the first commitment period (in 
absence of any plan to purchase credits internationally).  The Treasury now 
acknowledges that “To the extent that these forests are harvested (in subsequent 
commitment periods) and a future international agreement is negotiated, there will be 
an associated liability generated that will need to be repaid”.7  To which can be added 
that even if a future agreement of the Kyoto form were not negotiated, it is difficult to 
believe that New Zealand would be allowed to reset its base and escape the full 
impact of its cumulative net emissions. 
 
The 2011 Budget updates the estimate of the contingent liability to 76 Mt rather than 
the 83 Mt specified in the table above: 

• The table above lists simply the related net future deforestation (89.3 total – 
6.5 expected to be harvested within the Kyoto period = 82.8 Mt), as recorded 
in the MFE net position report.  

• The Budget takes a different tack.  It lists the total emissions expected to 
arise from all the sequestration credits earned (89.3), less the NZUs issued to 
Kyoto forest owners (13.5) = 75.8 net.  However, unless and until the NZUs 
issued to forest owners have passed to third parties and are surrendered back 
to the government, foresters could simply be banking them for later use to 
cover deforestation charges – in which case the liability remains with the 
government.  The government does not disclose the source of the NZUs 
surrendered to it – which would allow this to be tracked.  In light of the 
considerable oversupply of NZUs on the market, we take the conservative 
position of assuming all liability still rests with the taxpayer until information 
is released to demonstrate otherwise – a difference of 7 Mt from the Treasury 
estimate.8  Such a change would then still need to be reconciled with the net 
ETS income we have estimated at 12 Mt.  

 
The wider issues raised by New Zealand’s obligations under the Kyoto Protocol are 
addressed in The Carbon Challenge. 

                                                
5  http://www.mfe.govt.nz/issues/climate/greenhouse-gas-emissions/net-position/index.html 
6  Nick Smith, Emissions down and NZ on target to meet Kyoto, Media Statement by Minister 

for Climate Change Issues, 15 April 2011. 
7  http://www.treasury.govt.nz/budget/forecasts/befu2011, page 132. 
8  See: Geoff Bertram and Simon Terry, The Carbon Challenge, BWB, 2010.  


