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Shell’s deferred tax liability revaluation

In 1993, Shell revalued its deferred tax assets and liabilities in accordance with FAS 109. Excerpts from Shell’s 1993 income tax footnote appear below.

FEDERAL AND OTHER INCOME TAXES



      1993      1992      1991            Current

              U.S. Federal...................................... $(100)     $130      $186

                   Investment tax credit........................    (1)       --        (1)

              Foreign...........................................   108       144        92

              State and local...................................     5        27        10

                                                                 -----      ----      ----

                                                                    12       301       287

                                                                 -----      ----      ----

        Deferred

              U.S. Federal......................................    (4)     (314)     (287)

              U.S. Federal tax rate change......................    95        --        --

              State and other...................................    31        45        19

                                                                 -----      ----      ----

                                                                   122      (269)     (268)

                                                                 -----      ----      ----

                   TOTAL........................................ $ 134      $ 32      $ 19

                                                                 -----      ----      ----

                                                                 -----      ----      ----

     Deferred income taxes are provided for the temporary differences between

the tax basis of Shell Oil's assets and liabilities and their reported amounts.

Significant components of deferred tax liabilities and assets as of December 31,

1993 and 1992 are as follows:

                                                                       1993          1992

                                                                      ------        ------

                                                                     (millions of dollars)

    Deferred tax liabilities:

         Items associated with capitalized costs and write-offs...... $4,189        $3,987

         Other.......................................................    271           293

                                                                      ------        ------

              Total deferred tax liabilities......................... $4,460        $4,280

                                                                      ------        ------

                                                                      ------        ------

    Deferred tax assets:

         Other postretirement obligations............................ $  334        $  318

         Property restoration........................................    240           142

         Other.......................................................    256           348

                                                                      ------        ------

              Total deferred tax assets.............................. $  830        $  808

                                                                      ------        ------

    Valuation allowance..............................................     --            --

                                                                      ------        ------

    Net deferred tax assets.......................................... $  830        $  808

                                                                      ------        ------

    Net deferred tax liabilities..................................... $3,630        $3,472

                                                                      ------        ------

Reconciliation to the expected tax at the U.S. statutory rate (35 percent in

1993; 34 percent in 1992 and 1991) is as follows:

                                                                 1993       1992      1991

                                                                 -----      ----      ----

                                                                   (millions of dollars)

    Expected tax at U.S. statutory rate......................... $  320      $ 162      $ 13

    State and foreign tax.......................................     76        136        65

    Prior year adjustment.......................................   (279)      (100)      (54)

    Investment and other tax credits............................    (55)       (51)      (13)

    Benefit of tax losses.......................................    (10)      (101)       --

    Tax rate change.............................................     95         --        --

    Other.......................................................    (13)       (14)        8

                                                                  -----       ----      ----

                   TOTAL........................................ $  134      $  32      $ 19

                                                                  -----      -----      ----
1. Estimate the change in the book value of Shell’s net deferred tax liability based on its 1992 book value due to the increase of the top corporate income tax rate from 34% to 35% in August 1993.

2.  Do you expect the revaluation to increase or decrease Shell’s 1993 federal income tax expense for financial reporting purposes? By how much?

3. How does your estimate compare to Shell’s actual revaluation?

