2016 Shell Australia Group
Tax Transparency Report
A report prepared in accordance with Australia’s Voluntary Tax
Transparency Code for the year ended 31 December 2016

In this report, the Shell Australia Group is the group of Australian companies that are
controlled directly or indirectly by Royal Dutch Shell plc, which is the UK-incorporated and
listed ultimate parent entity of the Shell multinational group. For more information, please
visit the Shell Global website: www.shell.com/about-us.html
The Shell Australia Group is a signatory to Australia’s Voluntary Tax Transparency Code developed by the
Board of Taxation and has prepared this first tax transparency report for the year ended
31 December 2016 in response.
The Shell Australia Group is comprised of two income tax consolidated groups headed by Shell Energy
Holdings Australia Limited and QGC Upstream Holdings Pty Ltd. Both tax groups are ‘early balancers’
which means the period covered by this report is equivalent to the 2016/17 income tax year.
The Shell Australia Group is committed to publishing Australia specific annual tax transparency reports for
future years. This is in addition to the global tax transparency information available at the following website:
www.shell.com/sustainability/transparency.html
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Shell in Australia
SHELL
HAS
BEEN
A
SIGNIFICANT INVESTOR

IN AUSTRALIAN
PROJECTS FOR MORE THAN

116 YEARS

DURING THE LAST 10 YEARS,
AUSTRALIA HAS ATTRACTED
AROUND 25% OF ALL

SHELL IS ONE OF THE

LARGEST FOREIGN
INVESTORS IN AUSTRALIAN

SHELL’S ACTIVITIES
IN AUSTRALIA ARE

PROJECTS AND IS

FORECAST TO ADD AROUND

AUSTRALIA’S

$260 BILLION

LARGEST NATURAL GAS

TO AUSTRALIAN GDP

RESOURCE HOLDER

FOR THE PERIOD 2009-2034

NEW INVESTMENT

MADE BY SHELL
AROUND THE WORLD –

OVER $50 BILLION

DESPITE BEING IN A
HEAVY INVESTMENT
THIS INVESTMENT NOW

IN 2013, SHELL’S
INVESTMENT

SUPPORTED AROUND

72,000
AUSTRALIAN JOBS
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REPRESENTS ABOUT

20%

OF THE ENTIRE UPSTREAM

VALUE OF THE SHELL
GLOBAL GROUP AND
SUPPORTS AROUND

21,800 JOBS
IN REGIONAL AUSTRALIA

PHASE AND NET CASH
FLOW DEFICIT, THE SHELL
AUSTRALIA GROUP MADE
TOTAL DIRECT TAXATION

PAYMENTS OF AROUND

$3.5 BILLION
DURING THE LAST 5 YEARS
(ENDED 31 DECEMBER 2016)
3

Tax Transparency and
Cooperative Tax Compliance
Shell was one of the first energy companies to voluntarily publish revenues
generated by our operations through income taxes, royalties and indirect taxes
for governments around the world. Since 2016, Shell has made disclosures
under the Reports on Payments to Governments Regulations 2014.
Further information is available at the following website:
www.shell.com/sustainability/transparency/revenues-for-governments.html.
Shell is a founder and board member of the Extractive Industries Transparency Initiative.
We continue to advocate country-by-country global reporting, as most tax payments are
made at the corporate level to national governments. We support unified revenue reporting
rules and standards applicable to all multinationals, irrespective of their ownership or place
of business.
Shell is actively involved in the revenue transparency discussion both globally and in
Australia, and is working to develop an approach that considers the views of the relevant
stakeholders involved.
Shell supports co-operative compliance relationships with tax authorities on the basis
of the framework proposed by the OECD Forum on Tax Administration. We have a
co-operative compliance relationship in place in the UK, the Netherlands, and Singapore
and continue to explore establishing more co-operative compliance relationships in other
countries, including Australia.
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Approach to Tax Strategy and
Governance
For Shell, paying taxes in the countries where we operate
is about more than complying with the law. It is about
showing that extraction of natural resources provides
governments with an opportunity to generate revenues,
support economic growth and enhance social development.
Shell’s global strategy is to be a world-class investment
opportunity, delivering competitive returns for our
shareholders. We are positioning the company for
sustainable growth as the world transitions to a low-carbon
energy system.
Shell’s tax strategy supports our global strategy. We comply
with the tax laws wherever we operate. We are transparent
about our tax payments, and strive for an open dialogue
with governments. This approach helps us comply with the
rules and regulations in the countries where we operate.
We use legitimate tax incentives and exemptions designed by
governments to promote investment, employment and economic
growth. When considering the viability of investments, tax is
only one of the factors we examine, and income tax is just one
part of the overall tax regime considered.

The Shell Board of Directors is responsible for maintaining
a sound system of risk management and internal control,
and for regularly reviewing its effectiveness. This system also
covers taxation, which forms an integral part of the Shell
control framework. Annually, the Board conducts a review
of the effectiveness of Shell’s system of risk management and
internal control, including financial, taxation, operational
and compliance controls.
Tax compliant behavior is the standard. It is embedded in the
Shell General Business Principles, first published in 1976.
Assurance on tax matters is embedded in the Tax
Management Framework & Controls. This sets out the
objectives, risks, standards and key pillars of control,
appraisal and assurance processes that underpin and
establish boundaries for tax activities across the Group.
The contents of this document apply to all staff working with
tax matters across Shell whether within the tax function,
other functional areas, or in the business. It is a key element
of the Tax Management Framework & Controls that all
staff understand its content and its relevance in their own
day-to-day activities.

We expect to pay tax on our income in the country where
activities take place.
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Payments made to Australian
Governments (2016/17 Tax Year)
Despite being in a heavy investment phase and net cash flow deficit, the Shell
Australia Group made total direct taxation payments of around $3.5 billion
during the last 5 years (ended 31 December 2016).
Direct taxation payments made to governments for the 2016 year:
Shell Australia Group
Royalties and excise on condensate and gas sales

2016
A$ millions
165.5

Final withholding taxes

92.5

Fringe benefits tax

33.1

Duties, payroll tax and other direct levies/imposts

43.0

Total tax payments to Australian federal and state
governments
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Reconciliation of Tax Expense and
Tax Payable (2016/17 Tax Year)

Reconciliation of accounting profit and tax expense
Shell Australia Group

2016
US$ millions

Reconciliation of accounting profit and income tax payable
Shell Australia Group

2016
US$ millions

Accounting profit before taxation

323.1

Accounting profit before taxation

323.1

Less: income from investments that has already been
subject to taxation

(733.3)

Less: income from investments that has already been
subject to taxation

(733.3)

Accounting loss before taxation

(410.2)

Accounting loss before taxation

(410.2)

Tax on loss at Australian 30% corporate income tax rate

(123.1)

Tax on loss at Australian 30% corporate income tax rate

(123.1)

Tax depreciation of plant and equipment

(642.2)

Research and development tax concession

(5.3)

Petroleum resource rent tax expense

306.3

Research and development tax concession

Tax expense relating to foreign exchange gains

216.5

Current year tax loss recognised as deferred tax asset

621.0

Tax expense relating to prior tax years

152.6

Tax expense relating to prior tax years

150.5

Total income tax expense

547.0

Tax expense relating to foreign exchange gains

112.9

Petroleum royalties and crude oil excise
(net of income tax credit)

118.5

Amounts expensed for decommissioning expenditure not
yet incurred

21.3

Total tax expense

665.5

Other temporary differences between accounting and tax

15.4

Total income tax payable as at 31 December 2016
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(5.3)

150.5
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Explanation of Temporary
Differences (2016/17 Tax Year)

Accounting for deferred taxation

Shell Australia Group

2015
asset / (liability)
US$ millions

2016
asset / (liability)
US$ millions

2016
expense / (benefit)
US$ millions

Carried forward income tax losses

993.0

1,614.0

(621.0)

Carried forward PRRT expenditure

603.4

297.1

306.3

Future decommissioning obligations

60.8

82.1

(21.3)

Unrealised foreign exchange differences

60.1

(6.2)

66.3

Other amounts not yet incurred or realised

(10.8)

4.6

(15.4)

(3,212.1)

(3,854.3)

642.2

(346.9)

(417.2)

70.3

(1,852.5)

(2,279.9)

Difference in carrying value of petroleum assets
Difference in carrying value of investments
Total deferred tax assets (liabilities)
Total deferred income tax expense / (benefit)
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427.4

The main temporary differences
between accounting and
taxation relate to depreciation
methodologies. Accounting
depreciation is generally based
on units of production of the
petroleum assets. Tax depreciation
is generally based on double
declining balance methodology,
resulting in depreciation being
accelerated early in the asset
lives compared to accounting.
This is reflected in an asset for
the resulting current tax losses,
and a liability for lower future
tax depreciation compared to
accounting.
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Australian and International
Effective Tax Rates
Effective tax rates for accounting purposes
Shell Australia Group

2016
US$ millions

Royal Dutch Shell plc Group

Accounting profit before taxation

323.1

Accounting profit before taxation

Total income tax expense

547.0

Total income tax expense

Adjustment for excluded items

(458.9)

Company income tax expense

88.1

Effective Australian company tax rate

27%

The excluded items are required to be recognised as income tax
expense under accounting standards, but have been excluded
from this calculation because they do not relate to the 2016
taxable income and the effective company tax rate of the Shell
Australia group.
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Effective international accounting tax rate

2016
US$ millions
5,606.0
829.0

15%

Accounting profit and tax expense above are disclosed in the
Royal Dutch Shell plc financial statements as income before
taxation and taxation charge/(credit). The effective tax rate above
is an accounting tax rate (not a company income tax rate) because
adjustments have not been made for excluded items.
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International Related
Party Dealings
Shell is a global group with commercial operations in over
70 countries. Some functions of the group are centralised in
order to reduce duplication of efforts, allow standardisation of
repetitive processes and create centres of expertise. This allows
the operating companies, such as the Shell Australia Group,
to focus on their core operations of hydrocarbon exploration,
development and production. Key functions are summarised
below:
Shell’s international related party dealings are undertaken in accordance
with the ‘arm’s length principle’, which means the terms and conditions of
the dealings should be consistent with what would be available between
unrelated parties.
Financing
Shell has a centralised treasury function, which manages risks including
those relating to interest rate and foreign exchange.
Shell’s business in Australia is in a significant investment phase with the
company investing more than $50 billion in Australian projects in under a
decade. Shell Australia is unable to fund this from its own resources, and
so needs to receive funds from the wider Shell group.
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Gas Sales
Shell has a global trading organisation and has been trading petroleum
products through regional trading businesses for many years. The Shell
Australia Group sells most of its condensate, LNG and LPG to related
party trading businesses based in Singapore. Singapore is an important
trading centre in the Asia‑Pacific region and a significant centre for Shell’s
Integrated Gas business.
Project Support
The Shell Australia Group receives technical services from several related
party centres of excellence. These centres were established to combine
all of Shell’s major project and wells delivery, innovation, research and
development, technical services, technology, safety, environmental and
contracting and procurement activities. The objective is to provide group
operating companies, like Shell Australia, with a competitive edge through
the delivery of innovative technology solutions and process excellence.
Business Operations and Central Functions
The Shell Australia Group receives business operations support from a
number of related party shared services centres in relation to contracting
and procurement, corporate affairs, customer service, HR, finance, legal
and IT.
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