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A Merger Contract involving Tortious Liabilities

Wei-Hsin Chang

Abstract

Although companies can expand their entity scales through merger and
acquisition (M&A), and by the way accomplish integration of resources, in
exchange for greater market share, and obtain a better competitive position,
it has no doubt that a successful acquisition will bring a niche instead of
establishing subsidiaries, which not only saves time and effort but also expects
to create the effect of one plus one greater than two. However, a failed
merger may also pay a huge price and result in legal disasters afterwards.
For example, in the 20th century, the United States incorporation, Texaco
Oil filed for bankrupt after acquisition of Getty Oil, which was considered
a bloody failure. While the Taiwanese BenQ, Continental Systems Incorporation,
acquired Germany Siemens's passive components department and Yageo
Corporation acquired Philippe's department, have also experienced bitter
lessons. In the litigations of Texaco merger case, Getty as the target company
who refused to comply with Pennzoil merger contract, turned to accept the
Texaco Incorporation's better offers, which later brought about subsequently
a series of lawsuits. This paper aims to discuss the case of Pennzoil v.
Texaco, accounts for how a merger is bound by the contract law, and
consequently a merger's acquisition ethics, contractual obligations, as well
as tort liability may arise.





