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Statement of the Federal Trade Commission

In the Matter of Union Oil Company of California, Docket No. 9305 
and

In the Matter of Chevron Corporation and Unocal Corporation,
File No. 051-0125, Docket No. C-4144 

The Federal Trade Commission has voted unanimously (3-0-1, with Chairman Majoras
recused) to accord final approval to two linked consent orders that resolve both the
Commission’s monopolization case against Unocal Corporation’s subsidiary Union Oil
Company of California and any antitrust concerns arising from Chevron Corporation’s pending
acquisition of Unocal.  The key element in the settlements, which will become effective when the
acquisition is completed, is Chevron’s agreement not to enforce certain Union Oil patents that
potentially could have increased gasoline prices in California by over $500 million a year (or
almost six cents per gallon).  This agreement provides the full relief that the Commission sought
in its administrative litigation with Union Oil and also addresses the only possible objection to
the Chevron/Unocal acquisition. 

On April 4, 2005, Chevron agreed to acquire Unocal in a transaction valued at
approximately $18 billion.  Chevron and Unocal both have extensive oil and gas operations. 
However, nearly all of Unocal’s operations are in the so-called “upstream” segment of the
business – namely, the exploration and production of crude oil and natural gas.  Unocal has no
refineries or gasoline stations in the United States or anywhere else in the world, and has few
other “downstream” operations.  As a result, virtually all of the competitive overlaps between the
two firms are in unconcentrated upstream markets, and the merger thus creates no competitive
risk.  For example, Chevron and Unocal combined have only 2.7 percent of world crude oil
production, 0.77 percent of world crude oil reserves, 11.3 percent of U.S. crude oil production,
and 11.4 percent of U.S. crude oil reserves.1  We want to emphasize that the merger will have no
impact whatsoever on concentration at the retail or refinery levels.  It is clear from all we have
seen that Chevron’s primary motivation is to gain access to Unocal’s upstream oil reserves.

The only potential competitive concern with Chevron’s proposed acquisition of Unocal
involved patents held by Union Oil – the same group of patents involved in the Commission’s
monopolization case against Union Oil.  In order to explain why this is so, it is necessary first to
discuss the issues in this monopolization case. 
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The Commission’s administrative complaint against Union Oil charged that the firm had
illegally acquired monopoly power in the technology market for producing certain low-emission
gasoline mandated by the California Air Resources Board (CARB) for sale and use in California
for up to eight months of the year.  According to the complaint, Union Oil misrepresented to
CARB that certain gasoline research was non-proprietary and in the public domain, while at the
same time it pursued a patent that would enable it to charge substantial royalties if the research
results were used by CARB in the development of regulations.  The complaint further asserted
that Union Oil similarly misled its fellow members of private industry groups
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monopolization case and resolves the only competitive issue with the proposed merger.  With the
settlement, consumers will benefit immediately from the elimination of royalty payments on the
Union Oil patents, and potential merger efficiencies could result in additional savings at the
pump.


