

[image: cover image]




  Unocal: Legal Implications of Acquisition Bids by Chevron Corp. and China National Offshore Oil Corporation




Unocal: Legal Implications of Acquisition Bids by Chevron Corp. and China National Offshore Oil Corporation


RS22192 -- Unocal: Legal Implications of Acquisition Bids by Chevron Corp. and China National Offshore Oil Corporation





Updated August 16, 2005


















Summary

The acquisition of Unocal -- which includes Unocal's wholly owned subsidiary, Union Oil Co. of California -- by either Chevron Corporation or the China National Offshore Oil Corp. (CNOOC) could have been subject to review by either of two U.S. agencies; which agency reviews a proposed merger or acquisition depends on the origin of the parties, and the reviews are conducted for different reasons. Certain mergers or acquisitions between domestic entities may be evaluated under the Premerger Notification Act by either the Federal Trade Commission (FTC) or the Antitrust Division of the Department of Justice in order to assess a transaction's likely effect on competition within the United States. If the merger partner or acquiring party is a non-U.S. entity, the Committee on Foreign Investment in the United States (CFIUS) may monitor and evaluate the impact of the proposed transaction and determine whether the acquisition implicates national security issues. If the President determines that national security is threatened by the acquisition, he may suspend or prohibit the acquisition. This report will set out, briefly, the background and conclusion of the competing bids for Unocal, the mechanics of the review processes, and present some Congressional reaction to the situation. On August 2, 2005, CNOOC withdrew its bid for Unocal, and on August 10, 2005, Unocal shareholders approved the acquisition by Chevron. This report will not be further updated.
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Summary

‘The acquisition of Unocal — which includes Unocal's wholly owned subsidiary.
Union Oil Co. of California — by either Chevron Corporation or the China National
Offshore Oil Corp. (CNOOC) could have been subiject o teview by ether of o LS.
‘agencies; which ageney reviews a proposed merger o acquisition depends on the oigin
of the parties, and the reviews are conducted for iffrent reasons. Certin mergers or
acquisitons between domestic entities may be evaluated under the Premerger
Nolificaion Act by either the Federal Trade Commission (FIC) or the Antitrust
Division of the Department of Jusice in onler 0 assess a transaction’s likely effect on
‘ompettion within the United States. I the merger parine or acquiring paty is  non-
USS. entity, the Committee on Foreign Investment in the Usited States (CFIUS) may
‘monitor nd evaluate the impctof the proposed ransaction and dtermine whether the
‘acquisition implicates national sceurity ssues. 1 the President determines that natonsl
Security is hreatened by the acqistion. he may suspend or prohibit the acquisition.
“This report willset out briefly. he background and conclusion of the competing bids
for Unocal, the mechanics of the review processes, and present some Congressionsl
Reaction 0 the sitation. On August 2, 2005, CNOOC withdren s bid or Unocal, and

‘August 10, 2005, Unocal sharchalders upproved the acquisiion by Chevron. This
report will not e further updated.

‘When Chevron snounced it bid o acquire Unocal in early April 2005, s intention
was o acquireall of the outstanding common stock of Unocal n  stockicash transaction
worth spproximately S16-S1 billion, The transaction could not take place, bowexr,
prir to appropriate notfication pursuant 1o the Premerger Notification Act.” which

edquires, inter alia, tht ransactions resuling in the acquiring party's holding asets or
Voting securites (1) in excess of $200 million,or (2) between $50 million and $200
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