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Difference
Net Income Dividends 50% of Caltex Div. Caltex Div. Caltex Chevron >
Reported Paid by Dividends Received Received Minus  Texaco Div.

Year by Caltex Caltex Paid by Chevron by Texaco Chevron Received
1976 653             527         263.5      262           265          265       (3)               
1977 647             569         284.5      277           291          292       (14)             
1978 616             469         234.5      239           230          230       9                
1979 715             501         250.5      250           250          251       -             
1980 959             841         420.5      421           420          420       1                
1981 1,303          860         430.0      430           430          430       -             
1982 922             649         324.5      332           318          317       14              
1983 992             713         356.5      356           357          357       (1)               
1984 928             921         460.5      507           414          414       93              
1985 701             923         461.5      496           427          427       69              
1986 428             595         297.5      305           290          290       15              
1987 472             447         223.5      225           222          222       3                
1988 471             391         195.5      196           195          195       1                

9,807$        8,406$     4,203$     4,296$      4,109$      4,110$   

Chevron dividends greater than Texaco's  205            
Texaco dividends greater than Chevron's  18              

Caltex Dividends Paid and Received per the Annual Reports
(in millions)





Government of 
Indonesia

Chevron Texaco

Indonesia has oil 
reserves.

Chevron and Texaco have knowledge, 
capital, and retail markets.

The Parties
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Chevron and Texaco Team Up in Indonesia

The Caltex Group is a joint 
venture of Standard Oil of 

California (later “Chevron”) 
and Texaco that contracts 
with Indonesia to find and 

extract oil (November 1963).



Government of 
Indonesia

Caltex

73%

27%

The Sharecropping Arrangement 
(before tax)



Government of 
Indonesia

Chevron Texaco

The Tax Jurisdictions

U.S. Government

Indonesia

USA

Caltex (a Delaware 
corporation) domiciled 

in Indonesia pays 
Indonesian taxes 

(approximately 56%).

Chevron and Texaco are 
domiciled in the U.S. and 

pay U.S. income tax.

Caltex
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Chevron Texaco

Caltex

How taxes should have been handled

U.S. Government

Caltex pays 
dividends 50/50 to 

Chevron and 
Texaco

Indonesia

USA

Chevron and Texaco 
each receive foreign 
tax credit for their 
respective shares of 
Indonesian tax paid 
by Caltex (to avoid 
taxing the income 
both in Indonesia 

and the U.S.).

Chevron and 
Texaco each pay 
U.S. income tax 
based on their 

(grossed-up) shares 
of Caltex dividends 

and profits from 
their sales of oil 
purchased from 

Caltex.

Caltex pays income and 
dividend taxes of 

approximately 56% to 
Indonesia based on 

profit from the sale of its 
oil at fair market value.
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Indonesia

Chevron Texaco

Caltex

Chevron, Texaco and Indonesia Cooperate

U.S. Government

Indonesia

USA

Chevron overstated cost of 
sales, reducing federal and 
state taxable incomes and 
tax liabilities by $ millions.

Caltex sold oil only to U.S. 
subsidiaries of Chevron and 
Texaco, overcharging them  

approximately 15%.

Caltex overpaid its 
taxes to Indonesia 

because of the 
extra income from 
the approximate 
15% overcharge.

Chevron 
overstated  
foreign tax 

credits claimed 
on U.S. federal 
tax returns by $ 
billions due to 

tax payments to 
Indonesia that 
were refunded 
with WHA oil.

Indonesia reimbursed Caltex
with “WHA” oil for the excess 
taxes it collected (on both the 

original oil and on the kickback 
oil).
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Full Circle–How Dividends Worked

U.S. Government

Indonesia

USA

Regular dividends were 
then paid by Caltex to 
Chevron and Texaco 
based on their 50/50 

ownership interests in 
Caltex.

Special dividends were 
paid monthly to either 
Chevron or Texaco, 
depending on which 
firm bought the most 
overpriced oil from 

Caltex.



Some Interesting Documents We Found

Federal Judge Magistrate’s decision, 1/25/96



Some Interesting Documents We Found

From Chevron’s The Economics of Lifting Sumatran Crude



Some Interesting Documents We Found

Caltex correspondence to Chevron & Texaco, January 1986



Federal Tax Status

1. In 1994 Chevron and the IRS settled all 
issues other than whether Chevron should 
be allowed foreign tax credit for taxes 
paid to Indonesia but refunded in oil. 

2. In 1994 Chevron paid $675 million but 
brought $344 million back into income.

3. In 1994 the IRS District Office requested 
a TAM from the National Office.



Federal Tax Status

4. Texaco settled with the IRS in 1997, 
bringing $488 million into income.

5. In 1996, federal judges Steele and 
Armstrong found evidence of “crimes or 
frauds” that overrides attorney-client 
privilege. The documents were then 
provided to the IRS.



Federal Tax Status

6. In 1998 the National Office of the IRS 
released the Technical Advice 
Memorandum that awarded the foreign tax 
credit to Chevron.

The documents containing 
evidence of “crimes or 
frauds” were not considered 
in either the 1994 settlement 
or the 1998 TAM.



The first draft of our paper 
circulates in August 2002.



New York Times, September 13, 2002



San Francisco Chronicle, September 13, 2002





















Tax Year 2000 Effective Tax Rates by Industry
(from http://www.irs.gov/pub/irs-soi/00co06nr.xls)
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