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Why did the Attorney General's Office file this lawsuit? 
The Attorney General's Office enforces state and federal antitrust laws to protect competition. 
When two competitors with significant market share propose a consolidation of assets it is 
subject to review. The consolidation transaction, as proposed by Shell and Texaco, would have 
given them 43 percent of the Washington market. When fewer competitors exist in a market, it is 
much easier to raise prices. The potential harm to competition violates state and federal antitrust 
laws which prompted the Attorney General to file suit. Under the negotiated agreement, the Shell 
refinery in Anacortes will be sold to a viable competitor who can maintain an equitable division 
of market shares throughout the Northwest and help keep the price of gasoline competitive for 
consumers.  
 
What happens next? 
The refinery and related assets must be sold within the next eleven months by Shell or a trustee. 
If Shell fails to sell the refinery by November 15, 1998, the trustee will have an additional year to 
make the sale. To make sure the refinery is sold to someone who has the expertise to be a viable 
competitor in the market, the sale must be approved by the states of Washington and Oregon and 
the Federal Trade Commission. The buyer must not have a large share of the Northwest market 
already. If Shell's independent distributors so choose, they must be allowed to have their supply 
contracts assigned to a new purchaser. For the next ten years, Shell must seek state permission to 
re-acquire the refinery or purchase more than 35 percent of the refinery output.  
 
What impact will this have on the cost of gasoline?  
Although we do not expect a decrease in gas prices, the purpose of the lawsuit is to ensure that 
pricing decisions are made in a competitive manner. Generally, more competition in a market 
favors consumers by keeping prices down. There are five million people in Washington who, in 
one way or another, would suffer the economic consequences in higher prices at the pump. 
Washington drivers purchase two billion gallons of gasoline each year and higher prices could 
have a significant, negative impact on the state's economic vitality and growth.  
 
How will this keep gasoline prices competitive?  
Information from independent sources and the companies shows that areas supplied by many 
refineries tend to have lower, more competitive gasoline prices. Currently, Washington state has 
the fifth highest prices in the country, behind Hawaii, Alaska, Oregon and California. In contrast, 
the southern states of Texas, Louisiana and Oklahoma, with numerous refineries, have some of 
the lowest prices in the country. While we realize that many factors influence pricing, 
competition in the market is one of the most significant. 
 
Our concern here is heightened because the state of Washington was involved for many years in 
a lawsuit which alleged oil companies were fixing prices. In a settlement of that lawsuit, 
Washington consumer groups were awarded millions of dollars. However, because it is very 
difficult to prove price-fixing conspiracies, maintaining competitive market conditions is the best 



 

preventative solution. 
 
What protections are in place for refinery employees? 
Until the refinery is sold, all current employees must be given the chance to remain on the 
payroll. Shell must facilitate continued employment by transferring current employee benefits 
and relevant information to be to the new purchaser. Furthermore, the agreement requires that the 
new purchaser must have the managerial experience and expertise to ensure continued viability 
of the refinery's future.  
Shell's collective bargaining agreements will be assigned to the new purchaser to continue all 
union benefits. The new owner will be required to maintain operational expertise in order to 
remain competitive.  
What impact is this expected to have on the local economy? 
If anything, we expect a positive impact on the local economy. It is important to remember the 
sale agreement requires that the refinery purchaser has the clear economic viability to maintain 
or exceed operational performance of current ownership.  
 
Who complained about the transaction? 
Consumer watchdogs and independent gasoline retailers were deeply concerned about the impact 
the proposed joint venture could have on gasoline prices and availability at the wholesale and 
retail levels. Additionally, the Attorney General monitors the industry closely and regularly 
receives complaints about the price of gasoline and the competitive behavior of oil companies. 
 
Who else was involved and why? 
The state of Oregon joined our lawsuit because 70 percent of its gasoline comes from one of four 
Washington refiners. Shell and Texaco are major retailers in Southern California and their state 
AG filed a separate lawsuit because the joint venture would have given the companies too much 
of a market share in California. Hawaii also filed a separate lawsuit for the same reason. The 
FTC filed an action that addresses all four states and achieves most of the same relief. Regardless 
of the state's action, due to the FTC's action, the companies would still be required to sell the 
refinery. 
 
Did the FTC influence our decision? 
We worked with the FTC to share information, but each reached our own independent 
conclusions that the refinery needed to be sold. 
 
What's the difference between the FTC's consent order and our consent decree? 
Our consent decree is an order by the federal court, the FTC consent order can only be enforced 
by the FTC. States have no authority to enforce the FTC order, which is one of the reasons why 
we initiated our own investigation. For added protection and relief, we have the authority to 
approve any re-acquisition by Shell or Texaco of the Anacortes refinery. We also have authority 
to approve any purchases over 35 percent of the output by Shell or Texaco.  

 


