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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Schedule 13G

Under the Securities Exchange Act of 1934

(Amendment No.: 4 )*

Name of issuer:  United Parcel Service Inc

Title of Class of Securities:  Common Stock

CUSIP Number:  911312106

Date of Event Which Requires Filing of this Statement: December 31, 2017

Check the appropriate box to designate the rule pursuant to which this Schedule is filed:

  (X) Rule 13d-1(b)

  (  ) Rule 13d-1(c)
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  (  ) Rule 13d-1(d)

  *The remainder of this cover page shall be filled out for a reporting person's initial filing on this form with respect to
the subject class of securities, and for any subsequent amendment containing information which would alter the
disclosures provided in a prior cover page.

  The information required in the remainder of this cover page shall not be deemed to be "filed" for the purpose of
Section 18 of the Securities Exchange Act of 1934 ("Act") or otherwise subject to the liabilities of that section of the
Act but shall be subject to all other provisions of the Act (however, see the Notes).

(Continued on the following page(s))
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13G

CUSIP No.:  911312106

1.  NAME OF REPORTING PERSON

  S.S. OR I.R.S. IDENTIFICATION NO. OF ABOVE PERSON

  The Vanguard Group - 23-1945930

2.  CHECK THE APPROPRIATE [LINE] IF A MEMBER OF A GROUP

A. B.  X

3.  SEC USE ONLY

4.  CITIZENSHIP OF PLACE OF ORGANIZATION

  Pennsylvania

(For questions 5-8, report the number of shares beneficially owned by each reporting person with:)

5.  SOLE VOTING POWER

  983,517
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6.  SHARED VOTING POWER

  167,173

7.  SOLE DISPOSITIVE POWER

  48,793,631

8.  SHARED DISPOSITIVE POWER

   1,124,765

9.  AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON

  49,918,396

10.  CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (9) EXCLUDES CERTAIN SHARES

  N/A

11.  PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW 9

  7.26%

12.  TYPE OF REPORTING PERSON
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  IA
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 13G

Under the Securities Act of 1934

Check the following [line] if a fee is being paid with this statement   N/A

Item 1(a) - Name of Issuer:

  United Parcel Service Inc

Item 1(b) - Address of Issuer's Principal Executive Offices:

  55 Glenlake Parkway

  Ne Atlanta, Georgia 30328

Item 2(a) - Name of Person Filing:

  The Vanguard Group - 23-1945930

Item 2(b) – Address of Principal Business Office or, if none, residence:

  100 Vanguard Blvd.
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  Malvern, PA  19355

Item 2(c) – Citizenship:

  Pennsylvania

Item 2(d) - Title of Class of Securities:

  Common Stock

Item 2(e) - CUSIP Number

  911312106

Item 3 - Type of Filing:

  This statement is being filed pursuant to Rule 13d-1.  An investment adviser in accordance with
§240.13d-1(b)(1)(ii)(E).

Item 4 - Ownership:

  (a) Amount Beneficially Owned:

  49,918,396

  (b) Percent of Class:
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  7.26%
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  (c)  Number of shares as to which such person has:

  (i)  sole power to vote or direct to vote:  983,517

  (ii)  shared power to vote or direct to vote:  167,173

  (iii)  sole power to dispose of or to direct the disposition of:  48,793,631

  (iv)  shared power to dispose or to direct the disposition of:  1,124,765

Comments:

Item 5 - Ownership of Five Percent or Less of a Class:

  Not Applicable

Item 6 - Ownership of More Than Five Percent on Behalf of Another Person:

  Not applicable

Item 7 - Identification and Classification of the Subsidiary Which Acquired The Security Being Reported on by the
Parent Holding Company:

  See Attached Appendix A
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Item 8 - Identification and Classification of Members of Group:

  Not applicable

Item 9 - Notice of Dissolution of Group:

  Not applicable

Item 10 - Certification:

  By signing below I certify that, to the best of my knowledge and belief, the securities referred to above were acquired
in the ordinary course of business and were not acquired for the purpose of and do not have the effect of changing or
influencing the control of the issuer of such securities and were not acquired in connection with or as a participant in
any transaction having such purpose or effect.

Signature

  After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set forth in this
statement is true, complete and correct.

Date:  02/07/2018

By /s/ Christine M. Buchanan

Name: Christine M. Buchanan

Title:  Principal
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Appendix A

 Vanguard Fiduciary Trust Company ("VFTC"), a wholly-owned subsidiary of The Vanguard Group, Inc., is the
beneficial owner of  768,478 shares or  .11% of the Common Stock outstanding of the Company as a result of its
serving as investment manager of collective trust accounts.

Vanguard Investments Australia, Ltd. ("VIA"), a wholly-owned subsidiary of The Vanguard Group, Inc., is the
beneficial owner of  566,612 shares or  .08% of the Common Stock outstanding of the Company as a result of its
serving as investment manager of Australian investment offerings.

TIMING OF CLOSING We expect that the closing will occur on the day on which the last of the conditions set forth
in the merger agreement has been satisfied or waived. Under the merger agreement, Texaco may not hold its
stockholder meeting until such time at which, in the reasonable judgment of Chevron and Texaco, all conditions to
closing (other than Texaco stockholder approval) have been satisfied or are then capable of being satisfied or to the
extent legally permissible have been waived by the applicable party. As such, assuming Texaco stockholders approve
the merger, we expect to close the transaction immediately after the Texaco stockholders meeting. Immediately upon
the closing of the merger, we will file a certificate of merger with the Secretary of State of the State of Delaware, at
which time the merger will be effective. The Chevron name change will only take effect if the merger closes and
Chevron stockholders have approved the name change. MERGER CONSIDERATION The merger agreement
provides that each share of Texaco common stock outstanding immediately prior to the effective time will, at the
effective time, be converted into the right to receive 0.77 shares of ChevronTexaco common stock. However, any
shares of Texaco common stock held by Texaco as treasury stock or owned by Chevron or any subsidiary of Chevron
will be canceled without any payment for those shares. Shares held in Texaco's stock grantor trust will not be treated
as treasury stock for this purpose. TREATMENT OF TEXACO STOCK OPTIONS; OTHER TEXACO
STOCK-BASED AWARDS At the effective time, each outstanding option granted by Texaco to purchase shares of
Texaco common stock will be converted into an option to acquire ChevronTexaco common stock having the same
terms and conditions as the Texaco stock option had before the effective time. The number of shares that the new
ChevronTexaco option will be exercisable for and the exercise price of the new ChevronTexaco option will be
adjusted in accordance with the exchange ratio in the merger. Each other stock-based award granted by Texaco under
its employee or director plans or arrangements maintained as of October 15, 2000 will be converted, as of the effective
time, into a similar ChevronTexaco stock-based award, adjusted as appropriate to preserve the award's inherent value.
For additional information on Texaco stock-based awards, see "Interests of Directors and Officers in the Merger"
beginning on page 50. EXCHANGE OF SHARES We will appoint an exchange agent to handle the exchange of
Texaco stock certificates in the merger for ChevronTexaco stock and the payment of cash for fractional shares of
ChevronTexaco stock. Soon after the closing, the exchange agent will send to each holder of Texaco stock a letter of
transmittal for use in the exchange and instructions explaining how to surrender Texaco stock certificates to the
exchange agent. Holders of Texaco stock who surrender their certificates to the exchange agent, together with a
properly completed letter of transmittal, will receive the appropriate merger consideration. Holders of unexchanged
shares of Texaco stock will not be entitled to receive any dividends or other distributions payable by ChevronTexaco
after the closing until their certificates are surrendered. Exchange procedures 69 78 for participants in Texaco's
Investor Services Plan are described on page 57 under "Effect of Merger on Texaco Investor Services Plan."
ChevronTexaco will not issue any fractional shares in the merger. Holders of Texaco common stock will receive a
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cash payment in the amount of the proceeds from the sale of their fractional shares in the market.
CHEVRONTEXACO BOARD AND RELATED MATTERS Chevron has agreed to take the necessary corporate
action so that, as of the closing: - The ChevronTexaco board size will be increased to 15 directors. - Mr. Tilton will
become a Vice Chairman of the ChevronTexaco board. - Five directors of Texaco designated by Texaco, in addition to
Mr. Tilton, will also become directors of ChevronTexaco. - At least one Texaco designee will become a member of
each committee of the ChevronTexaco board. COVENANTS Each of Chevron and Texaco has undertaken various
covenants in the merger agreement. The following summarizes the more significant of these covenants. No
Solicitation. Each of Chevron and Texaco has agreed that it and its subsidiaries and their officers, directors,
employees and advisers will not take action to solicit or encourage an offer for an alternative acquisition transaction
involving Chevron or Texaco. An "alternative acquisition transaction" is any offer or proposal for, or indication of
interest in, any: - direct or indirect acquisition or purchase of a business or asset of Chevron or Texaco or any of its
subsidiaries that constitutes 20 percent or more of the net revenue, net income or assets of Chevron or Texaco and its
subsidiaries, taken as a whole; - direct or indirect acquisition or purchase of 20 percent or more of any class of equity
securities of Chevron or Texaco or of any of its subsidiaries whose business constitutes 20 percent or more of the net
revenue, net income or assets of Chevron or Texaco and its subsidiaries, taken as a whole; - tender offer or exchange
offer that, if completed, would result in any person owning 20 percent or more of any class of equity securities of
Chevron or Texaco, or any of its subsidiaries whose business constitutes 20 percent or more of the net revenue, net
income or assets of Chevron or Texaco and its subsidiaries, taken as a whole; or - merger, consolidation, business
combination, joint venture, partnership, recapitalization, liquidation, dissolution or similar transaction involving
Chevron or Texaco or any of its subsidiaries whose business constitutes 20 percent or more of the net revenue, net
income or assets of Chevron or Texaco and its subsidiaries, taken as a whole. Excluded from this definition are
transactions by Chevron that would not materially delay the merger and that are otherwise not prohibited by the
merger agreement, and the disposition by Texaco of its interests in Equilon and Motiva. Restricted actions include
engaging in discussions or negotiations with any potential bidder, disclosing non-public information or affording
access to their properties, books or records to a potential bidder. These actions are permitted in response to an
unsolicited bona fide offer so long as prior to doing so: - the Chevron or Texaco board, as applicable, concludes in
good faith, after receipt of the advice of a financial advisor of nationally recognized reputation and outside legal
counsel, that such offer is reasonably likely to result in a superior proposal with respect to Chevron or Texaco, as
applicable; 70 79 - Chevron or Texaco, as applicable, complies with all of its obligations under the merger agreement;
and - the Chevron or Texaco board, as applicable, receives from such person an executed confidentiality agreement
with terms no less favorable to Chevron or Texaco and no less restrictive to such person than those contained in the
existing confidentiality agreement between Chevron and Texaco. Any party must keep the other informed of the
identity of any potential bidder and the terms and status of any offer. Texaco Board's Covenant to Recommend. The
Texaco board has agreed to recommend the approval and adoption of the merger agreement to Texaco's stockholders.
However, the Texaco board is permitted not to make this recommendation or to withdraw or modify it in a manner
adverse to Chevron if: - Texaco has received a superior proposal; - the Texaco board determines in its good faith
judgment, after receiving the advice of outside legal counsel, that in light of the superior proposal, failure to withdraw
or modify its recommendation would be reasonably likely to be inconsistent with fulfilling its fiduciary duty to
stockholders under applicable law; - Texaco has given Chevron five business days' advance written notice of its
decision to withdraw or modify its recommendation; - Texaco has given Chevron the opportunity to propose revisions
to the merger agreement in response to the superior proposal and negotiated in good faith with Chevron with respect
to those revisions; and - Texaco has complied with its obligations under the no solicitation covenant described above
under "No Solicitation." Even if the Texaco board changes, in a manner adverse to Chevron, its recommendation in
favor of the merger, Texaco must still call a stockholders' meeting as otherwise required by the merger agreement to
vote on the approval and adoption of the merger agreement and the merger. Chevron Board's Covenant to
Recommend. The Chevron board has agreed to recommend to Chevron's stockholders the approval of the issuance of
common stock in the merger and the amendment of Chevron's restated certificate of incorporation to change its name.
However, the Chevron board is permitted not to make this recommendation, or to withdraw or modify it in a manner
adverse to Texaco if: - Chevron has received a superior proposal; - the Chevron board determines in its good faith
judgment, after receiving the advice of outside legal counsel, that in light of the superior proposal, failure to withdraw
or modify its recommendation would be reasonably likely to be inconsistent with fulfilling its fiduciary duty to
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stockholders under applicable law; - Chevron has given to Texaco five business days' advance written notice of its
decision to withdraw or modify its recommendation; - Chevron has given Texaco the opportunity to propose revisions
to the merger agreement in response to the superior proposal and negotiated in good faith with Texaco with respect to
those revisions; and - Chevron has complied with its obligations under the no solicitation covenant described above
under "No Solicitation." Even if the Chevron board changes, in a manner adverse to Texaco, its recommendation in
favor of the merger, Chevron must still call a stockholders' meeting as otherwise required by the merger agreement to
vote on the common stock issuance and the name change amendment. The merger agreement provides 71 80 that the
Chevron stockholders' meeting may be held on the same date as the Texaco stockholders' meeting, but that it must
conclude prior to the Texaco stockholders' meeting. Interim Operations of Chevron and Texaco. Each of Chevron and
Texaco has undertaken a separate covenant that places restrictions on it and its subsidiaries until either the merger
becomes effective or the merger agreement is terminated. In general, Chevron and its subsidiaries and Texaco and its
subsidiaries are required to conduct their business in the ordinary course consistent with past practice and in a manner
not representing a new strategic direction and to use their reasonable best efforts to preserve intact their business
organizations and relationships with third parties. The companies have also agreed to some specific restrictions which
are subject to exceptions described in the merger agreement. The following table summarizes the more significant of
these restrictions undertaken by each company: RESTRICTED ACTIONS: CHEVRON TEXACO -------------------
------- ------ Amendment of its organizational documents................... X X Entering into any merger, liquidation or
other significant transaction............................................... X X Issuance or disposal of equity securities, options or
other securities convertible into or exercisable for equity securities................................................ X X Split,
combination or reclassification of its capital stock..................................................... X X Declaration of dividends,
except for regular quarterly or periodic cash or other required dividends as they may periodically be increased
consistent with past practice... X X Redemption or repurchase of its capital stock............... X X Amendment of the
terms of any outstanding stock options..... X Capital expenditures except within the budget for a given year, subject to
ordinary course exceptions............... X Increase in employee compensation or benefits except for normal ordinary
course increases consistent with past practice.................................................. X Acquisition of material assets, except
in ordinary course consistent with past practice............................. X Disposal of material assets, except in ordinary
course consistent with past practice or under existing commitments............................................... X X Entering into
any material joint venture or partnership..... X Any tax election or change in an existing tax election relating to a
material tax liability...................... X X Entering into any agreement that would prevent ChevronTexaco or any of its
subsidiaries from competing in any line of business or geographic area............................... X Changing accounting
policies................................ X X Any other action that would make any representation or warranty by it inaccurate in
any material respect......... X X Any action that delays or impedes the merger................ X X Best Efforts Covenant.
Chevron and Texaco have agreed to cooperate with each other and use their best efforts to take all actions and do all
things necessary or advisable under the merger agreement and applicable laws to complete the merger and the other
transactions contemplated by the merger agreement. However, neither Chevron nor Texaco is required to take any
action if that action would reasonably be expected to result in a material adverse effect on Chevron, Texaco and their
subsidiaries, taken as a whole, following the merger. Chevron and Texaco anticipate that there will be objections
raised by the FTC to the combination of Chevron's U.S. downstream operations with Texaco's alliance interests in two
joint ventures, Equilon Enterprises LLC and Motiva Enterprises LLC. In this regard, Texaco and Chevron have agreed
to jointly determine how to promptly address any FTC objections to the merger. If any such objections require
negotiations regarding Equilon and Motiva, Texaco has agreed to negotiate, in consultation with Chevron, definitive
agreements responsive to the regulatory requirements. The merger agreement further provides that if an agreement of
this kind is required and Texaco has not entered into such an agreement 15 days before the date of the Texaco
stockholders' meeting for the merger, Mr. O'Reilly and Mr. Tilton will meet 72 81 to discuss the status of such efforts
by Texaco. Chevron and Texaco have agreed to place Texaco's alliance interests in a liquidating trust if necessary to
achieve any remaining conditions to closing. The merger agreement specifically provides that a disposition of
Texaco's alliance interests in Equilon and Motiva under agreements contemplated above will not be deemed to have a
material adverse effect on Texaco for purposes of determining whether conditions to closing have been satisfied.
Conversely, the merger agreement also provides that any requirement imposed by a regulatory agency to sell, hold
separate or limit in any material respect the operations of Chevron's refining and marketing business in the Western
United States will be deemed to have a material adverse effect on Chevron for purposes of determining whether
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conditions to closing have been satisfied and would therefore give Chevron the option not to complete the merger.
Chevron and Texaco do not expect that any regulatory agency will impose a requirement in connection with the
merger that Chevron sell, hold separate or limit in any material respect Chevron's Western U.S. refining and
marketing business. Employee Benefits Matters. The merger agreement provides that Chevron will cause the
surviving corporation to honor in accordance with their terms all obligations under Texaco's executive benefit
arrangements and under all other existing Texaco employee and retiree arrangements and plans to the extent
entitlements or rights exist under those arrangements or plans as of the effective time of the merger. Chevron and
Texaco have agreed that the merger will constitute a change in control under Texaco's employment arrangements and
benefit plans in accordance with the terms of those arrangements and plans. Chevron has also agreed, following the
closing, to provide Texaco employees who were employed by Texaco or its subsidiaries at the closing and who
continue as employees of ChevronTexaco or its subsidiaries, for so long as they remain so employed, employee
benefits, under benefit plans and arrangements as provided to those employees immediately prior to the closing, or
under benefit plans and arrangements maintained by Chevron providing coverage and benefits which, in the
aggregate, are no less favorable than those provided to employees of Chevron in positions comparable to the positions
held by the continuing Texaco employees. In addition, Chevron has agreed that, following the closing,
ChevronTexaco will continue to provide former employees of Texaco and its subsidiaries (and to Texaco employees
whose employment terminates prior to the closing) post-retirement benefits, other than pensions, under benefit plans
and arrangements applicable to those retirees as in effect as of October 15, 2000, or under benefit plans or
arrangements maintained by Chevron or its subsidiaries providing post-retirement coverage and benefits, other than
pensions, which, in the aggregate, are no less favorable than those provided to former employees of Chevron. Please
see "Interests of Directors and Officers in the Merger," beginning on page 50, for additional information on employee
benefits matters covered in the merger agreement. Indemnification and Insurance of Texaco Directors and Officers.
Chevron has agreed that: - it will indemnify former Texaco directors, officers and employees for liabilities from their
acts or omissions in those capacities occurring prior to closing to the extent provided under Texaco's certificate of
incorporation and by-laws as in effect on October 15, 2000; - it will cause Texaco to honor all indemnification
agreements with its former directors, officers and employees in effect as of October 15, 2000; and - for six years after
the merger becomes effective, it will provide officers' and directors' liability insurance covering acts or omissions
occurring prior to the effective time of the merger by each person currently covered by Texaco's officers' and
directors' liability insurance policy. This ChevronTexaco policy must be no less favorable than the Texaco policy in
effect on October 15, 2000, except that ChevronTexaco will be obligated to pay only up to 300 percent of the annual
premium paid by Texaco for such insurance as of October 15, 2000. Chevron may provide this coverage through a
policy underwritten by a wholly-owned Chevron subsidiary. 73 82 Other Covenants. The merger agreement contains
additional mutual covenants of the parties, including an agreement not to jeopardize the intended tax or accounting
treatment of the merger. REPRESENTATIONS AND WARRANTIES The merger agreement contains substantially
reciprocal representations and warranties made between Chevron and Texaco. The most significant of these relate to: -
corporate authorization to enter into the transactions contemplated by the merger agreement; - the stockholder votes
and governmental approvals required in connection with the contemplated transactions; - absence of any breach of
organizational documents, law or various material agreements as a result of the contemplated transactions; -
capitalization; - ownership of subsidiaries; - filings with the SEC; - financial statements; - accuracy of information
provided for inclusion in this joint proxy statement/prospectus; - absence of material changes since a specified balance
sheet date; - absence of undisclosed material liabilities; - litigation; - tax matters; - employee benefits matters; -
compliance with laws; - finders' or advisors' fees; - environmental matters; - the receipt of accountants' letters
regarding accounting treatment of the merger; - absence of circumstances inconsistent with the intended accounting
treatment of the merger; - inapplicability of the Delaware anti-takeover statute; and - amendments to stockholder
rights plans to render them inapplicable to the merger and the stock options. In addition, Texaco represents and
warrants to the best of its knowledge and belief to Chevron as to the fair presentation of the audited consolidated
financial statements of each of Equilon Enterprises LLC and Motiva Enterprises LLC. The representations and
warranties in the merger agreement do not survive the closing or termination of the merger agreement. CONDITIONS
TO THE COMPLETION OF THE MERGER Mutual Closing Conditions. The obligations of Chevron and Texaco to
complete the merger are subject to the satisfaction or, to the extent legally permissible, waiver of the following
conditions: - approval by the Chevron stockholders of the common stock issuance in the merger; - approval by the
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Texaco stockholders of the merger agreement and the merger; 74 83 - expiration of the HSR Act waiting period; -
approval by the European Commission of the contemplated transactions; - absence of any legal prohibition on
completion of the merger or any legal requirement that, if not complied with, will be reasonably likely to have a
material adverse effect on ChevronTexaco following the merger; - Chevron's registration statement on Form S-4,
which includes this proxy statement/prospectus, being effective and not subject to any stop order by the SEC; -
approval for the listing on the NYSE of the shares of Chevron common stock to be issued in the merger; - receipt of a
letter from the independent accountants of Chevron reconfirming their concurrence with Chevron's management that
"pooling-of-interests" accounting treatment for the merger is appropriate; - receipt of a letter from the independent
public accountant of Texaco reconfirming their concurrence with Texaco's management that Texaco is eligible to
participate in a "pooling-of-interests" transaction; - absence of any condition to approval of the merger by the Federal
Trade Commission or the Department of Justice that would be reasonably likely to result in a material adverse effect
on ChevronTexaco following the merger; - absence of any proceeding seeking to limit Chevron's ownership of Texaco
or to compel divestiture of assets, in either case that would be reasonably likely to result in a material adverse effect
on ChevronTexaco following the merger; - absence of any statute, rule or other governmental order applicable to the
merger that would be reasonably likely to result in a material adverse effect on ChevronTexaco following the merger;
- receipt of all material regulatory approvals for the merger on terms that are not reasonably likely to result in a
material adverse effect on ChevronTexaco following the merger; - performance in all material respects by the other
party of the obligations required to be performed by it at or prior to closing; - accuracy as of closing of the
representations and warranties made by the other party to the extent specified in the merger agreement; - receipt of
opinions of Chevron's and Texaco's counsel that the merger will qualify as a tax-free reorganization; and - absence of
a material adverse effect or any reasonable likelihood of a material adverse effect on Chevron or Texaco during the
period from October 15, 2000 until closing. For purposes of the applicable closing conditions listed above, any
requirement imposed by a regulatory agency to sell, hold separate, or limit in any material respect the operations of
Chevron's refining and marketing business in the Western United States will be deemed to have a material adverse
effect on ChevronTexaco following the merger. Satisfaction of Closing Conditions. On March 1, 2001, the European
Commission announced that it had approved the merger. The other conditions listed above have not been satisfied and
may not be satisfied until immediately prior to the closing. 75 84 TERMINATION OF THE MERGER
AGREEMENT Right to Terminate. The merger agreement may be terminated at any time prior to the closing in any
of the following ways: (a) by mutual written consent of Chevron and Texaco. (b) by either Chevron or Texaco if: - the
merger has not been completed by October 15, 2001. However, that date becomes April 15, 2002 if the reason for not
closing by October 15, 2001 is that the regulatory conditions specified in the merger agreement have not been satisfied
by that date; - Chevron or Texaco stockholders fail to give the necessary approvals; or - there is a permanent legal
prohibition to closing the merger. (c) by Chevron if the Texaco board fails to recommend the merger or withdraws or
modifies in a manner adverse to Chevron its approval or recommendation of the merger, breaches its agreement to call
the Texaco meeting or recommends a superior offer. (d) by Texaco if the Chevron board fails to recommend the
merger or withdraws or modifies in a manner adverse to Texaco its approval or recommendation of the common stock
issuance or name change, breaches its agreement to call the Chevron meeting or recommends a superior offer. (e) by
Chevron or Texaco if the other party has breached its representations, warranties, covenants or obligations under the
merger agreement, which breach would result in the failure to satisfy related closing conditions and such breach shall
be incapable of being cured, or, if capable of being cured, shall not have been cured within 30 days after written notice
thereof was received. Neither Chevron nor Texaco can terminate the merger agreement for the reasons described in
the first bullet under paragraph (b) above if its failure to fulfill in any material respect its obligations under the merger
agreement has resulted in the failure to complete the merger. If the merger agreement is validly terminated, the
agreement will become void without any liability on the part of any party unless such party is in willful breach.
However, the provisions of the merger agreement relating to expenses and termination fees, as well as the
confidentiality agreement and the stock option agreements entered into between Chevron and Texaco, will continue in
effect notwithstanding termination of the merger agreement. Termination Fees Payable by Texaco. Texaco has agreed
to pay Chevron a cash amount equal to $500 million in any of the following circumstances: - Chevron terminates the
merger agreement as described in paragraph (c) under "Right to Terminate" above; - either Chevron or Texaco
terminates the merger agreement if Texaco stockholders fail to give the necessary approval at a duly held meeting and
prior to such meeting an alternative offer was made to Texaco or its stockholders; or - a third party makes an
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alternative offer to Texaco or its stockholders and thereafter the merger agreement is terminated as described in the
first bullet of paragraph (b) above. Texaco has agreed to pay Chevron an additional termination fee of $500 million in
cash if an alternative transaction is agreed to or consummated within 12 months after the termination of the merger
agreement. Termination Fees Payable by Chevron. Chevron has agreed to pay Texaco a cash amount equal to $500
million in any of the following circumstances: - Texaco terminates the merger agreement as described in paragraph (d)
under "Right to Terminate" above; 76 85 - either Texaco or Chevron terminates the merger agreement if Chevron
stockholders fail to approve the common stock issuance at a duly held meeting and prior to such meeting an
alternative offer was made to Chevron or its stockholders; or - a third party makes an alternative offer to Chevron or
its stockholders and thereafter the merger agreement is terminated as described in the first bullet of paragraph (b)
above. Chevron has agreed to pay Texaco an additional termination fee of $500 million in cash if an alternative
transaction is agreed to or consummated within 12 months after the termination of the merger agreement. EXPENSES
Except as described above, all costs and expenses incurred in connection with the merger agreement and related
transactions will be paid by the party incurring such costs or expenses. We estimate that merger-related fees and
expenses, consisting primarily of SEC filing fees, fees and expenses of investment bankers, attorneys and accountants,
and financial printing and other related charges, will total approximately $125 million assuming the merger is
completed. AMENDMENTS; WAIVERS Any provision of the merger agreement may be amended or waived prior to
closing if the amendment or waiver is in writing and signed, in the case of an amendment, by Texaco, Chevron and
the merger subsidiary or, in the case of a waiver, by the party against whom the waiver is to be effective. After the
approval of the merger agreement by the stockholders of Texaco, no amendment or waiver shall change the amount or
kind of merger consideration or any term of Chevron's or Texaco's certificate of incorporation or otherwise adversely
affect the Texaco stockholders without the further approval of such stockholders. STOCK OPTION AGREEMENTS
The following summary of the stock option agreements is qualified by reference to the complete text of the two stock
option agreements, which are incorporated by reference into this proxy statement/prospectus and attached as Annex B
and Annex C. General. At the same time that Chevron and Texaco entered into the merger agreement, they also
entered into two separate stock option agreements. Under the stock option agreements, Texaco granted Chevron an
irrevocable option to purchase up to 107,000,000 shares of Texaco common stock at a price per share of $53.71, and
Chevron granted Texaco an irrevocable option to purchase up to 127,000,000 shares of Chevron common stock at a
price per share of $85.96. The exercise price of each option was calculated based on the average of the closing prices
of the stock subject to the option for the ten trading days prior to the announcement of the merger agreement. The
options are exercisable in the circumstances described below. Exercise of the Stock Option. Chevron can exercise the
option in whole or in part at any time after the occurrence of any event, which we call a trigger event in this section,
entitling Chevron to receive the cash termination fee payable by Texaco under the merger agreement (see "--
Termination of the Merger Agreement -- Termination Fees Payable by Texaco" on page 76) and prior to termination
of the option. Texaco can exercise the option in whole or in part at any time after the occurrence of any event, which
we call a trigger event in this section, entitling Texaco to receive the cash termination fee payable by Chevron under
the merger agreement (see "-- Termination of the Merger Agreement -- Termination Fees Payable by Chevron" on
pages 76 and 77) and prior to termination of the option. The option terminates upon the earliest to occur of - the
closing of the merger; - 90 days after Chevron or Texaco, as applicable, has paid the cash termination fee in full; or 77
86 - one day after termination of the merger agreement so long as no trigger event has occurred or could still occur.
The exercise price and number of option shares are also subject to anti-dilution and other adjustments specified in the
stock option agreements. Any purchase of option shares is subject to specified closing conditions, including receipt of
applicable regulatory approvals. The closing of any purchase of option shares may be postponed for up to nine months
beyond the termination of the option pending satisfaction of the conditions to purchase. Cash Election. The stock
option agreements further provide that, so long as the option is exercisable, Chevron or Texaco, as applicable, may,
instead of exercising the option, elect to require the other party to pay, in exchange for the cancellation of the relevant
portion of the option, an amount in cash equal to the "spread" (as defined below) multiplied by the number of option
shares as to which such a cash election is made. "Spread" means the excess, if any, over the exercise price of the
higher of - the highest price per share of Texaco common stock or Chevron common stock, as applicable, paid or
proposed to be paid by any third party under an alternative acquisition proposal (which we call the alternative exercise
price) and - the average of the closing price of shares of Texaco common stock or Chevron common stock, as
applicable, on the NYSE, at the end of the regular session, as reported on the Consolidated Tape, Network A for the
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five consecutive trading days ending on the trading date immediately preceding the date on which Chevron or Texaco
notifies the other party that it intends to make a cash election (which we call the average market price). At any time
following exercise of either of the stock options, the company against which the option was exercised has the right,
within 5 business days after written notice to the other, to purchase for cash all of the option shares at a purchase price
per share equal to the higher of the alternative exercise price or the average market price. Limitation on Total Profit.
The stock option agreements provide that, notwithstanding any other provision of the stock option agreements or the
merger agreement, neither company's total profit (as defined below) will exceed $1.1 billion in the aggregate. If either
party's total profit otherwise would exceed such amount that party, at its sole election, may pay cash to the other,
deliver to the other for cancellation option shares previously acquired by it or any combination thereof, so that its
actually realized total profit does not exceed $1.1 billion after taking into account the foregoing actions. For purposes
of the stock option agreements, "total profit" means the aggregate amount, before taxes, of the following: (1)(x) the
cash amount actually received by a party in payment by the other party of the termination fee under the merger
agreement, less (y) any repayment by that party as described in the preceding paragraph; (2) the net cash amounts
received by that party upon the sale of option shares (or of any other securities into or for which such option shares are
converted or exchanged), less its purchase price for such option shares (or other securities), plus (3) the aggregate
amount received by that party upon exercise of the cash election described under "Cash Election" above. The stock
option agreements also provide that, notwithstanding any other provision of the agreements, the option may not be
exercised for a number of option shares that would, as of the date of exercise, result in a notional total profit (as
described below) exceeding $1.1 billion. For purposes of the stock option agreements, the "notional total profit" with
respect to the option shares for which Chevron or Texaco may propose to exercise the option means the total profit
determined as of the date a party notifies the other party of its intent to exercise the option and assuming that the
applicable option shares, together with all other option shares previously acquired upon exercise of the option and
held by the exercising party or its affiliates as of such date, were sold for cash at the NYSE closing price on the
preceding trading day. 78 87 Listing and Registration Rights. Each of Chevron and Texaco has agreed to list the
option shares on the NYSE and to grant the other customary rights to require registration of the option shares under
the securities laws. Effect of Options. The options are intended to make it more likely that the merger will be
completed on the agreed terms and to compensate Chevron or Texaco for its efforts and costs in case the merger is not
completed under circumstances generally involving a third party proposal for a business combination with the other
party. Among other effects, the options could also prevent an alternative business combination with either party from
being accounted for as a "pooling-of-interests." The options may therefore discourage proposals for alternative
business combinations with Texaco and Chevron even if a third party were prepared to offer Texaco stockholders
consideration with a higher market value than the value of the ChevronTexaco stock to be exchanged for Texaco stock
in the merger. 79 88 INFORMATION ABOUT THE MEETINGS AND VOTING Chevron's board of directors is
using this joint proxy statement/prospectus to solicit proxies from the holders of Chevron common stock for use at the
Chevron meeting. Texaco's board of directors is also using this document to solicit proxies from the holders of Texaco
common stock for use at the Texaco meeting. We are first mailing this joint proxy statement/prospectus and
accompanying form of proxy to Chevron and Texaco stockholders on or about , 2001. MATTERS RELATING TO
THE MEETINGS ------------------------------------------------------------------------------------------------ CHEVRON
MEETING TEXACO MEETING ------------------------------------------------------------------------------------------------
Time and Place: ------------------------------------------------------------------------------------------------ Purpose of Meeting
is 1. The proposed issuance of 1. The proposal to approve and to Vote on the ChevronTexaco common stock to adopt
the merger agreement and the Following Items: the Texaco stockholders under merger. the terms of the merger
agreement; and 2. The proposed amendment to Chevron's restated certificate of incorporation to change its name to
"ChevronTexaco Corporation" upon the closing of the merger.
------------------------------------------------------------------------------------------------ Record Date: The record date for
shares The record date for shares entitled to vote is entitled to vote is , 2001. , 2001.
------------------------------------------------------------------------------------------------ Outstanding Shares on At [APRIL 30,
2001], there were At [APRIL 30, 2001], there were Record Date: [642,033,128] shares of Chevron [550,943,922]
shares of Texaco common stock outstanding. common stock outstanding.
------------------------------------------------------------------------------------------------ Shares Entitled to Shares entitled to
vote are shares Shares entitled to vote are shares Vote: of Chevron common stock held at of Texaco common stock
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held at the the close of business on the close of business on the record record date, , date, , 2001. 2001. Each share of
Texaco common stock Each share of Chevron common stock that you own entitles you to one that you own entitles
you to one vote. vote. Shares held by Texaco in its Shares held by Chevron in its treasury are not voted. This does
treasury are not voted. not include shares held in its stock grantor trust, which are treated in a manner similar to
treasury shares for accounting purposes only.
------------------------------------------------------------------------------------------------ 80 89
------------------------------------------------------------------------------------------------ CHEVRON MEETING TEXACO
MEETING ------------------------------------------------------------------------------------------------ Quorum Requirement: A
quorum of stockholders is A quorum of stockholders is necessary to hold a valid meeting. necessary to hold a valid
meeting. The presence in person or by proxy at the meeting of holders of The presence in person or by proxy shares
representing a majority of at the meeting of holders of the votes of the Chevron common shares representing a
majority of stock entitled to vote at the the votes of the Texaco common meeting is a quorum. Abstentions stock
entitled to vote at the and broker "non-votes" count as meeting is a quorum. Abstentions present for establishing a
quorum. and broker "non-votes" count as Shares held by Chevron in its present for establishing a quorum. treasury do
not count toward a Shares held by Texaco in its quorum. treasury do not count toward a A broker "non-vote" occurs
on an quorum, except for shares held in item when a broker is not its stock grantor trust, which are permitted to vote
on that item treated in a manner similar to without instruction from the treasury shares for accounting beneficial owner
of the shares and purposes only. no instruction is given. A broker "non-vote" occurs on an item when a broker is not
permitted to vote on that item without instruction from the beneficial owner of the shares and no instruction is given.
------------------------------------------------------------------------------------------------ VOTE NECESSARY TO APPROVE
THE CHEVRON AND TEXACO PROPOSALS
----------------------------------------------------------------------------------------------------- ITEM VOTE NECESSARY*
----------------------------------------------------------------------------------------------------- Merger Proposals Chevron:
Approval of the common stock issuance requires the affirmative vote of a majority of the votes cast by holders of
Chevron common stock, provided that the total number of votes cast for or against the common stock issuance
represents at least a majority of Chevron's outstanding shares. Withheld votes and abstentions will have no effect on
the approval of the common stock issuance. Approval of the name change requires the affirmative vote of holders of at
least a majority of the outstanding shares of Chevron common stock. Withheld votes and abstentions have the same
effect as a vote against the name change. The common stock issuance and name change are provided for in the merger
and merger agreement described beginning on pages 17 and 69. If the merger is not completed for any reason, the
name change will not be made. Texaco: Approval of the merger and the merger agreement described beginning on
pages 17 and 69 requires the affirmative vote of holders of at least a majority of the outstanding shares of Texaco
common stock. Withheld votes and abstentions have the same effect as a vote against.
----------------------------------------------------------------------------------------------------- * Under New York Stock
Exchange rules, if your broker holds your shares in its name, your broker may not vote your shares on the merger
proposals absent instructions from you. Without your voting 81 90 instructions, a broker non-vote will occur on the
merger proposals and, if you are a Chevron stockholder, will have the same effect as a vote against the name change
and will have no effect on the approval of the common stock issuance and, if you are a Texaco stockholder, will have
the effect of a vote against the merger. VOTING Voting Your Proxy. You may vote in person at your meeting or by
proxy. We recommend you vote by proxy even if you plan to attend your meeting. You can always change your vote
at the meeting. Voting instructions are included on your proxy card. If you properly give your proxy and submit it to
us in time to vote, one of the individuals named as your proxy will vote your shares as you have directed. You may
vote for or against the merger proposals or abstain from voting. How to Vote by Proxy
------------------------------------------------------------------------------------------------- CHEVRON TEXACO
-------------------------------------------------------------------------------------------------- By Telephone*: Call toll-free and
Call toll-free and follow the instructions. You will follow the instructions. You will need to give the personal need to
give the control number identification number contained on contained on your proxy card. your proxy card.
-------------------------------------------------------------------------------------------------- By Internet*: Go to www. and
follow Go to www. and follow the instructions. You will need to the instructions. You will need to give the personal
identification give the control number contained on number contained on your proxy card. your proxy card.
-------------------------------------------------------------------------------------------------- In Writing: Complete, sign, date and
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return your Complete, sign, date and return your proxy card in the enclosed envelope. proxy card in the enclosed
envelope. -------------------------------------------------------------------------------------------------- * If you hold shares
through a broker or other custodian, please check the voting form used by that firm to see if it offers telephone or
internet voting. Applicable laws authorize the use of telephonic transmission and electronic transmission, such as
transmission over the internet, to grant a proxy. If you submit your proxy but do not make specific choices, your proxy
will follow the board's recommendations and vote your shares: CHEVRON TEXACO ------- ------ "FOR" the
proposed issuance of shares of "FOR" the approval and adoption of the merger ChevronTexaco common stock in
connection agreement and the merger. with the merger. "FOR" the proposed amendment of Chevron's restated
certificate of incorporation to change the name of the corporation to "ChevronTexaco Corporation." Revoking Your
Proxy. You may revoke your proxy before it is voted by: - submitting a new proxy with a later date, including a proxy
given by telephone or internet; - notifying your company's Secretary in writing before the meeting that you have
revoked your proxy; or - voting in person at the meeting. 82 91 Voting in person. If you plan to attend a meeting and
wish to vote in person, we will give you a ballot at the meeting. However, if your shares are held in the name of your
broker, bank or other nominee, you must bring an account statement or letter from the nominee indicating that you are
the beneficial owner of the shares on , 2001, the record date for voting. Confidential voting. Ballots, proxy forms and
voting instructions returned to brokerage firms, banks and other holders of record are treated as confidential. Only the
proxy solicitor, the proxy tabulator and the inspectors of election have access to the ballots, proxy forms and voting
instructions. Anyone who processes or inspects the ballots, proxy forms and voting instructions signs a pledge to treat
them as confidential. None of these persons is a director, officer or employee of Chevron or Texaco. The proxy
solicitor and the proxy tabulator will disclose information taken from the ballots, proxy forms and voting instructions
only in the event of a proxy contest or as otherwise required by law. The proxy tabulator will forward comments
written on proxy form to management but will not disclose your identity unless you request it in writing. Proxy
solicitation. Each of Chevron and Texaco will pay its own costs of soliciting proxies. In addition to this mailing,
Chevron and Texaco employees may solicit proxies personally, electronically or by telephone. Chevron is paying a
fee of $ plus their reasonable out-of-pocket expenses to help with the solicitation. Texaco is paying a fee of $ plus
their reasonable out-of-pocket expenses to help with the solicitation. The extent to which these proxy soliciting efforts
will be necessary depends entirely upon how promptly proxies are submitted. YOU SHOULD SEND IN YOUR
PROXY BY MAIL, TELEPHONE OR INTERNET WITHOUT DELAY. We also reimburse brokers and other
nominees for their expenses in sending these materials to you and getting your voting instructions. DO NOT SEND IN
ANY STOCK CERTIFICATES WITH YOUR PROXY CARDS. THE EXCHANGE AGENT WILL MAIL
TRANSMITTAL FORMS WITH INSTRUCTIONS FOR THE SURRENDER OF STOCK CERTIFICATES FOR
TEXACO COMMON STOCK TO FORMER TEXACO STOCKHOLDERS AS SOON AS PRACTICABLE AFTER
THE COMPLETION OF THE MERGER. OTHER BUSINESS; ADJOURNMENTS Under the laws of Delaware,
where Chevron and Texaco are incorporated, no business other than procedural matters may be raised at the
stockholder meetings, unless proper notice to the stockholders has been given. Adjournments may be made for the
purpose of, among other things, soliciting additional proxies. Any adjournment may be made from time to time
without further notice other than by an announcement made at the meeting. For Texaco, the chairman of the meeting
has the power to adjourn the Texaco stockholder meeting. For Chevron, any adjournment may be made by approval of
the holders of shares representing a majority of the votes present in person or by proxy at the meeting, whether or not
a quorum exists. Under the merger agreement, Texaco must adjourn its meeting until such time as all conditions to the
merger (other than Texaco stockholder approval) have been satisfied or waived. 83 92 COMPARISON OF
STOCKHOLDER RIGHTS The rights of Texaco stockholders under Delaware law, the Texaco certificate of
incorporation and the Texaco by-laws prior to the merger are substantially the same as the rights ChevronTexaco
stockholders will have following the merger under Delaware law, the ChevronTexaco restated certificate of
incorporation and the ChevronTexaco by-laws, with principal exceptions summarized in the chart below. The
certificate of incorporation and by-laws of ChevronTexaco will be identical in all respects to those of Chevron after
giving effect to the name change. Copies of the Texaco certificate of incorporation, the Texaco by-laws, the Chevron
restated certificate of incorporation and the Chevron by-laws are incorporated by reference and will be sent to holders
of shares of Texaco common stock upon request. See "Where You Can Find More Information" on page 91. The
summary contained in the following chart is qualified by reference to Delaware law, the Texaco certificate of
incorporation, the Texaco by-laws, the Chevron restated certificate of incorporation and the Chevron by-laws.
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---------------------------------------------------------------------------------------------------------------- CHEVRONTEXACO
TEXACO STOCKHOLDER RIGHTS STOCKHOLDER RIGHTS
---------------------------------------------------------------------------------------------------------------- Authorized The
authorized capital stock of Texaco The current authorized capital stock of Capital Stock: consists of 850 million
shares of common Chevron consists of two billion shares of stock and 30 million shares of preferred common stock
and one hundred million shares stock. of preferred stock. Chevron's board and stockholders have approved an
amendment to Chevron's restated certificate of incorporation increasing its authorized common stock to four billion
shares. This increase is contingent on the closing of the merger and will be effective at the effective time of the merger
or shortly thereafter. ----------------------------------------------------------------------------------------------------------------
Number of Texaco's by-laws provide that the number of Chevron's by-laws provides that the number Directors:
directors will be as determined by the of directors will be determined by the Texaco board but shall not be less than
Chevron board. Chevron's board currently three. The Texaco board currently consists consists of 9 directors. of 13
directors. Under the merger agreement, Chevron has agreed to increase the number of directors on its board to 15.
---------------------------------------------------------------------------------------------------------------- Classification of
Texaco's board is divided into three classes Chevron does not have a classified board. Board of Directors: as nearly
equal in number as possible, with Chevron's by-laws require that all directors each class serving a staggered three-year
be elected at each annual meeting of term. stockholders for a term of one year.
---------------------------------------------------------------------------------------------------------------- Removal of Texaco's
certificate of incorporation and Chevron stockholders may remove directors Directors: Texaco's by-laws provide that
Texaco with or without cause by the affirmative directors may be removed from office with or vote of the majority of
stockholders without cause only by the affirmative vote entitled to vote in the election of of the holders of two-thirds
of the voting directors. power of the then outstanding shares entitled to vote generally in the election of directors,
voting as a single class. ----------------------------------------------------------------------------------------------------------------
84 93 ----------------------------------------------------------------------------------------------------------------
CHEVRONTEXACO TEXACO STOCKHOLDER RIGHTS STOCKHOLDER RIGHTS
---------------------------------------------------------------------------------------------------------------- Two-thirds vote The
affirmative vote of at least two-thirds The affirmative vote of at least two-thirds requirements: of the voting power of
Texaco's outstanding of the voting power of Chevron's outstanding voting stock is required to amend by-law and
voting stock is required to amend various charter provisions relating to provisions of the Chevron restated certificate
of incorporation, including - stockholder action, provisions relating to - the number, election and terms of - prior
notice of stockholders' meetings, directors, - stockholder action and - newly created directorships and vacancies, - the
fairness committee. - nominations and removal of directors and - various charter and by-laws amendments.
---------------------------------------------------------------------------------------------------------------- Stockholder Rights
Under the Texaco stockholder rights plan, Under the Chevron stockholder rights plan, Plan: the rights become
exercisable if a person or the beneficial ownership threshold is 10 group acquires beneficial ownership of 20 percent
rather than 20 percent. Chevron has percent or more of the outstanding Texaco taken all action necessary to render its
common stock. Texaco has taken all action rights plan inapplicable to the merger necessary to render its rights plan
agreement and the related agreements and inapplicable to the merger agreement and the transactions. related
agreements and transactions. The Texaco stockholder rights plan includes The Chevron stockholder rights plan does
not an exception for an all-cash, fully-financed include such an exception. tender offer, provided it remains open for at
least 45 days, results in the acquiror owning a majority of Texaco's voting stock and the acquiror agrees to purchase
for cash all remaining shares.
---------------------------------------------------------------------------------------------------------------- Stockholder Texaco's
by-laws contain advance notice Chevron's by-laws do not contain similar Proposals and provisions applicable to
stockholder advance notice provisions. Chevron's Nominations: proposals and nominations. In order to bring restated
certificate of incorporation, business before a Texaco annual meeting, a however, precludes taking action on any
stockholder must deliver written notice proposal at a stockholder meeting that is thereof to Texaco generally not less
than 60 not included in the proxy statement for that days nor more than 90 days before the first meeting (unless this
requirement is waived anniversary of the prior year's annual by the board of directors). meeting. In order to nominate
directors, a stockholder must deliver written notice thereof to Texaco not later than 90 days before an annual meeting
or 7 days after notice of a special meeting, as applicable.
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---------------------------------------------------------------------------------------------------------------- 85 94
---------------------------------------------------------------------------------------------------------------- CHEVRONTEXACO
TEXACO STOCKHOLDER RIGHTS STOCKHOLDER RIGHTS
---------------------------------------------------------------------------------------------------------------- Business Texaco's
certificate of incorporation and Chevron's restated certificate of Combinations: by-laws provide that any Business
incorporation provides that a fairness Combination with an interested stockholder committee of the board of directors
will be of Texaco requires, in addition to any vote established during any period of the required by law, the
affirmative approval of existence of a 10 percent stockholder. The at least 80 percent of the voting power of fairness
committee will consist of all the outstanding shares of voting stock, directors serving at the time any such voting
together as a single class, unless stockholder becomes a 10 percent either: stockholder. The fairness committee will
look into the fairness to the corporation - a majority of disinterested directors, as and its stockholders of transactions
the defined in Texaco's charter and by-laws, committee deems "extraordinary," which may have expressly approved
the Business include mergers or liquidations, Combination or transactions with major stockholders, major asset sales
or recapitalizations. The - fair price criteria and disclosure fairness committee may require that the obligations set
forth in the charter and corporation's stockholders ratify such an bylaws are satisfied. extraordinary transaction by the
affirmative vote of two-thirds of the shares of outstanding common stock or a majority of The fair price criteria and
disclosure the outstanding shares of common stock, obligations generally require that: excluding shares held by the 10
percent stockholder. - common stockholders and holders of any other class of outstanding voting stock The Chevron
fairness committee has taken all receive the same form of consideration and action necessary to approve the merger
and the highest per share price (or fair the related transactions (including the market value) paid by the interested stock
option agreements) and has not stockholder within two years prior to the required that Chevron stockholders ratify
announcement date of the Business the merger and the related transactions Combination. (including the stock option
agreements) by a two-thirds majority. - since such person becomes an interested stockholder: (i) there be no failure to
pay quarterly dividends on the preferred stock or reduction in the annual dividends on the common stock; and (ii) such
interested stockholder not become the beneficial owner of additional shares of voting stock. - the interested
stockholder not receive the benefit of any loans, financial assistance or tax advantages from Texaco. - a proxy
statement be mailed at least 30 days prior to the consummation of the Business Combination.
---------------------------------------------------------------------------------------------------------------- 86 95
---------------------------------------------------------------------------------------------------------------- CHEVRONTEXACO
TEXACO STOCKHOLDER RIGHTS STOCKHOLDER RIGHTS
---------------------------------------------------------------------------------------------------------------- "Business Combination"
is defined in Texaco's charter and by-laws, and generally includes a merger, significant asset sales, significant stock
issuances, and other significant transactions. "Interested stockholder" is also defined in the Texaco charter and
by-laws and generally means a 20 percent stockholder of Texaco. The Texaco board has taken the necessary action to
make the foregoing provisions of the Texaco charter and by-laws inapplicable to the merger and the related
transactions (including the stock option agreements).
---------------------------------------------------------------------------------------------------------------- 87 96 DESCRIPTION
OF CHEVRON CAPITAL STOCK The following describes the material terms of the capital stock of Chevron. This
description is qualified in its entirety by reference to the restated certificate of incorporation and by-laws of Chevron
which are incorporated herein by reference. See "Where You Can Find More Information" on page 91 for more
information about the documents incorporated by reference in this joint proxy statement/prospectus. The authorized
capital stock of Chevron currently consists of two billion shares of common stock, par value $0.75 per share, and one
hundred million shares of preferred stock, par value $1.00 per share. At [APRIL 30, 2001], there were outstanding
[642,033,128] shares of Chevron common stock, with an additional [70,453,940] issued and held in treasury. There
are no shares of Chevron preferred stock outstanding. Chevron's board and stockholders have approved an amendment
to Chevron's restated certificate of incorporation increasing its authorized common stock to four billion shares. This
increase is contingent on the closing of the merger and will be effective at the effective time of the merger or shortly
thereafter. CHEVRON COMMON STOCK The holders of Chevron common stock are entitled to receive such
dividends or distributions as are lawfully declared on Chevron common stock, to have notice of any authorized
meeting of stockholders, and to one vote for each share of Chevron common stock on all matters which are properly
submitted to a vote of Chevron stockholders. As a Delaware corporation, Chevron is subject to statutory limitations on
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the declaration and payment of dividends. In the event of a liquidation, dissolution or winding up of Chevron, holders
of Chevron common stock have the right to a ratable portion of assets remaining after satisfaction in full of the prior
rights of creditors, including holders of Chevron's indebtedness, all liabilities and the aggregate liquidation
preferences of any outstanding shares of Chevron preferred stock. The holders of Chevron common stock have no
conversion, redemption, preemptive or cumulative voting rights. All outstanding shares of Chevron common stock
are, and the shares of Chevron common stock to be issued in the merger will be, validly issued, fully paid and
non-assessable. At [MAY 18, 2001], there were [105,457] holders of Chevron common stock. CHEVRON
PREFERRED STOCK Chevron's restated certificate of incorporation expressly authorizes the board of directors to
issue preferred stock in one or more series, to establish the number of shares in any series and to set the designation
and preferences of any series and the powers, rights, qualifications, limitations or restrictions on each series of
preferred stock. In connection with the adoption of the Chevron stockholder rights plan, the Chevron board has
designated 5,000,000 shares of preferred stock as series A participating preferred stock, $1.00 par value per share (the
"Chevron participating preferred stock"). Upon issuance, each share of Chevron participating preferred stock is
entitled to a preferential quarterly dividend in an amount equal to 1,000 times the dividend declared on each share of
Chevron common stock, but in no event less than $25. In the event of liquidation, the holders of shares of Chevron
participating preferred stock will receive a preferred liquidation payment equal to the greater of $1000 or 1000 times
the payment made per each share of Chevron common stock. Each share of Chevron participating preferred stock is
entitled to 1,000 votes, voting together with the shares of Chevron common stock. In the event of any merger,
consolidation or other transaction in which shares of Chevron common stock are exchanged, each share of Chevron
participating preferred stock will be entitled to receive 1,000 times the amount and type of consideration received per
share of Chevron common stock. The rights of the Chevron participating preferred stock as to dividends, liquidation
and voting, and in the event of mergers and consolidations, are protected by customary anti-dilution provisions. 88 97
The Chevron participating preferred stock ranks junior to all other series of Chevron preferred stock as to the payment
of dividends and the distribution of assets, unless the terms of any such series provide otherwise. At [MAY 31, 2001],
there were no shares of Chevron participating preferred stock outstanding. TRANSFER AGENT AND REGISTRAR
Mellon Investor Services, L.L.C., is the transfer agent and registrar for the Chevron common stock. STOCK
EXCHANGE LISTING; DELISTING AND DEREGISTRATION OF TEXACO COMMON STOCK It is a condition
to the merger that the shares of ChevronTexaco common stock issuable in the merger be approved for listing on the
NYSE at or prior to the closing, subject to official notice of issuance. If the merger is completed, Texaco common
stock will cease to be listed. DESCRIPTION OF TEXACO'S CAPITAL STOCK Texaco's certificate of incorporation
authorizes the issuance of eight hundred fifty million shares of common stock, par value $3.125 per share, and thirty
million shares of preferred stock, par value $1.00 per share, of which 3,000,000 are designated Series D Junior
Participating Preferred Stock and 1,200 are designated Market Auction Preferred Shares of various series. At [APRIL
30, 2001], there were outstanding [550,943,922] shares of Texaco common stock, no shares of Series D Junior
Participating Preferred Stock and 1,200 shares of Market Auction Preferred Stock. All shares of Market Auction
Preferred Stock will be redeemed prior to the merger. The holders of Texaco common stock are entitled to one vote
for each share held of record on all matters submitted to a vote of stockholders. Subject to preferences that may be
applicable to any outstanding Texaco preferred stock, holders of Texaco common stock are entitled to receive ratably
such dividends as may be declared by the Texaco board out of funds legally available therefor. In the event of a
liquidation or dissolution of Texaco, holders of Texaco Common Stock are entitled to share ratably in all assets
remaining after payment of liabilities and the liquidation preference of any outstanding Texaco preferred stock.
Holders of Texaco common stock have no preemptive rights, no redemption rights and no rights to convert their
Texaco common stock into any other securities. Under Texaco's stockholder rights plan, rights to purchase Texaco's
Series D Junior Participating Preferred Stock are attached to shares of common stock. For a description of the rights,
see Texaco's definitive proxy statement on Schedule 14 filed with the SEC on March 17, 1998 and Amendment No. 1
to its Form 8-A filed with the SEC on October 25, 2000. Texaco's certificate of incorporation contains a provision
imposing special requirements on business combinations with large stockholders. See "Certain Legal Information --
Comparison of Stockholder Rights" beginning on page 84. LEGAL MATTERS The validity of the ChevronTexaco
common stock to be issued to Texaco stockholders in the merger will be passed upon by Pillsbury Winthrop LLP, San
Francisco, California. It is a condition to the completion of the merger that Chevron and Texaco receive opinions from
McDermott, Will & Emery and Davis Polk & Wardwell, respectively, with respect to the tax treatment of the merger.
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See "The Merger Agreement -- Conditions to the Completion of the Merger" on pages 74 and 75 and "The Merger --
Material Federal Income Tax Consequences of the Merger" beginning on page 30. EXPERTS The consolidated
financial statements and schedule incorporated in this joint proxy statement/ prospectus by reference to the Annual
Report on Form 10-K of Chevron Corporation for the year ended 89 98 December 31, 2000 have been so incorporated
in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm
as experts in auditing and accounting. The combined financial statements of the Caltex Group of Companies as of
December 31, 2000 and 1999 and for each of the years in the three-year period ended December 31, 2000 have been
incorporated in this joint proxy statement/prospectus by reference to the Annual Reports on Form 10-K of Chevron
and Texaco, respectively, for the year ended December 31, 2000, in reliance upon the report of KPMG, independent
certified public accountants, incorporated by reference herein, and upon the authority of said firm as experts in
auditing and accounting. The audited consolidated financial statements and schedule included or incorporated by
reference in the Annual Report of Texaco Inc. for the fiscal year ended December 31, 2000 filed on Form 10-K,
incorporated by reference in this joint proxy statement/prospectus, have been audited by Arthur Andersen LLP,
independent public accountants, as indicated in their reports with respect thereto, and are incorporated by reference
herein in reliance upon the authority of said firm as experts in giving said reports. The consolidated financial
statements of Equilon Enterprises LLC as of December 31, 2000 and 1999, and for each of the years in the three-year
period ended December 31, 2000, incorporated in this joint proxy statement/prospectus by reference to the Annual
Report of Texaco Inc. on Form 10-K (amended by Form 10-K/A filed on May 18, 2001) for the year ended December
31, 2000, incorporated herein by reference, have been audited by Arthur Andersen LLP and PricewaterhouseCoopers
LLP, independent accountants, as indicated in their report with respect thereto, and have been so incorporated in
reliance upon the report of such firms given upon their authority as experts in accounting and auditing. The financial
statements of Motiva Enterprises LLC as of December 31, 2000 and 1999, and for the years ended December 31, 2000
and 1999, and for the six months ended December 31, 1998, incorporated in this joint proxy statement/prospectus by
reference to the Annual Report of Texaco Inc. on Form 10-K for the year ended December 31, 2000, incorporated
herein by reference, have been audited by Arthur Andersen LLP, Deloitte & Touche LLP, and
PricewaterhouseCoopers LLP, independent accountants, as indicated in their report with respect thereto, and have
been so incorporated in reliance upon the report of such firms given upon their authority as experts in accounting and
auditing. STOCKHOLDERS' PROPOSALS Under Rule 14a-8 under the Securities and Exchange Act of 1934,
stockholders may present proper proposals for inclusion in a company's proxy statement and for consideration at the
next annual meeting of its stockholders by submitting their proposals to the company in a timely manner. Chevron.
Chevron's restated certificate of incorporation precludes taking action on any proposal that is not included in the proxy
statement unless the board decides to waive the restriction. For stockholder proposals to be included in the proxy
statement, the proponent and the proposal must comply with the proxy proposal submission rules of the SEC. One of
the requirements is that the proposal be received by the corporate secretary no later than November 21, 2001.
Proposals that Chevron receives after that date will not be included in the proxy statement or acted upon at the annual
meeting. We urge Chevron stockholders to submit proposals by certified mail, return receipt requested. You should
address your proposal to: Corporate Secretary, Chevron Corporation, 575 Market Street, San Francisco, California
94105. Chevron prints qualifying proposals in the proxy statement in the form that we receive them. We do not print
the name, address and share ownership of the stockholder submitting a qualifying proposal but will promptly send the
information upon oral or written request. Texaco. Texaco will hold an annual meeting in the year 2002 only if the
merger has not already been completed. You may present a proposal to be considered for inclusion in Texaco's 2002
proxy statement, provided we receive it at our principal executive office no later than November 13, 2001, and that it
complies with applicable laws and SEC regulations. In addition, Texaco's by-laws allow you to bring business before
the annual meeting of stockholders, if you have given us written notice not less than 90 99 60 days nor more than 90
days prior to the first anniversary of the preceding year's annual meeting of stockholders (subject to adjustment if the
subsequent year's meeting date is substantially moved). Your notice must include the proposed business and your
interest in it, your address, and your stockholdings. You should address your proposal to: Secretary, Texaco Inc., 2000
Westchester Avenue, White Plains, New York 10650. ADDITIONAL INFORMATION FOR STOCKHOLDERS
WHERE YOU CAN FIND MORE INFORMATION Chevron and Texaco file annual, quarterly and special reports,
proxy statements and other information with the SEC. You may read and copy any reports, statements or other
information we file at the SEC's public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call
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the SEC at 1-800-SEC-0330 for further information on the operation of the public reference room. Our SEC filings are
also available to the public from commercial document retrieval services and at the web site maintained by the SEC at
"http://www.sec.gov." Chevron filed a registration statement on Form S-4 to register with the SEC the Chevron
common stock to be issued to Texaco stockholders in the merger. This joint proxy statement/prospectus is a part of
that registration statement and constitutes a prospectus of Chevron in addition to being a proxy statement of Chevron
and Texaco for the meetings. As allowed by SEC rules, this joint proxy statement/prospectus does not contain all the
information you can find in the registration statement or the exhibits to the registration statement. The SEC allows us
to "incorporate by reference" information into this joint proxy statement/ prospectus, which means that we can
disclose important information to you by referring you to another document filed separately with the SEC. The
information incorporated by reference is deemed to be part of this joint proxy statement/prospectus, except for any
information superseded by information in, or incorporated by reference in, this joint proxy statement/ prospectus. This
joint proxy statement/prospectus incorporates by reference the documents set forth below that we have previously
filed with the SEC. These documents contain important information about our companies and their finances.
CHEVRON SEC FILINGS (FILE NO. 1-368-2) 1. Annual Report on Form 10-K for the year ended December 31,
2000. 2. Amendment No. 1 to Registration Statement on Form 8A/A filed December 7, 2000. 3. Quarterly Report on
Form 10-Q for the quarterly period ended March 31, 2001. TEXACO SEC FILINGS (FILE NO. 1-27) 1. Annual
Report on Form 10-K for the year ended December 31, 2000 (amended by Form 10-K/A filed on May 18, 2001). 2.
Current Reports on Form 8-K filed on January 24, 2001, February 7, 2001 and April 26, 2001. 3. Quarterly Report on
Form 10-Q for the quarterly period ended March 31, 2001. We are also incorporating by reference all documents that
we file with the SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act between the date of this joint proxy
statement/prospectus and the date of the stockholder meetings. Chevron has supplied all information contained or
incorporated by reference in this joint proxy statement/prospectus relating to Chevron, and Texaco has supplied all
such information relating to Texaco. If you are a stockholder, we may have sent you some of the documents
incorporated by reference, but you can obtain any of them through us or the SEC. Documents incorporated by
reference are available 91 100 from us without charge, excluding all exhibits unless we have specifically incorporated
by reference an exhibit in this joint proxy statement/prospectus. You may obtain documents incorporated by reference
in this joint proxy statement/prospectus by requesting them in writing or by telephone from the appropriate party at
the following address: Chevron Corporation Texaco Inc. 575 Market Street 2000 Westchester Avenue San Francisco,
California 94105 White Plains, New York 10650 Attn: Corporate Secretary Attention: Secretary (415) 894-7700 (914)
253-4000 If you would like to request documents from us, please do so by , 2001, to receive them before the meetings.
You can also get more information by visiting Chevron's web site at www.Chevron.com and Texaco's web site at
www.Texaco.com. Web site materials are not part of this joint proxy statement/prospectus. You should rely only on
the information contained or incorporated by reference in this joint proxy statement/prospectus to vote on the Chevron
merger proposals and the Texaco merger proposals. We have not authorized anyone to provide you with information
that is different from what is contained in this joint proxy statement/ prospectus. This joint proxy statement/prospectus
is dated , 2001. 92 101 ANNEX A AGREEMENT AND PLAN OF MERGER DATED AS OF OCTOBER 15, 2000
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AGREEMENT AND PLAN OF MERGER (this "Agreement") dated as of October 15, 2000 by and among TEXACO
INC., a Delaware corporation (the "Company"), CHEVRON CORPORATION, a Delaware corporation ("Parent"),
and KEEPEP INC., a newly formed Delaware corporation and a wholly owned subsidiary of Parent ("Merger
Subsidiary"). WITNESSETH: WHEREAS, the respective Boards of Directors of Parent, Merger Subsidiary and the
Company have approved this Agreement, and deem it advisable and in the best interests of their respective
stockholders to consummate the merger of Merger Subsidiary with and into the Company on the terms and conditions
set forth herein; WHEREAS, for United States federal income tax purposes, it is intended that the Merger
contemplated by this Agreement qualify as a "reorganization" within the meaning of Section 368 of the Internal
Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder (the "Code"); WHEREAS,
for accounting purposes, it is intended that the Merger be accounted for as a "pooling of interests" under United States
generally accepted accounting principles ("GAAP") and the rules and regulations of the Securities and Exchange
Commission (the "Commission"); WHEREAS, (i) as a condition and inducement to Parent's willingness to enter into
this Agreement, concurrently with the execution and delivery of this Agreement, Parent and the Company are entering
into a Stock Option Agreement dated as of the date of this Agreement in the form attached as Exhibit A (the
"Company Option Agreement"), pursuant to which the Company shall grant to Parent an option to purchase shares of
common stock, par value $3.125 per share, of the Company ("Company Common Stock") at $53.71 per share, under
certain circumstances, and (ii) as a condition and inducement to the Company's willingness to enter into this
Agreement, concurrently with the execution and delivery of this Agreement, Parent and the Company are entering into
a Stock Option Agreement dated as of the date of this Agreement in the form attached as Exhibit B (the "Parent
Option Agreement" and, together with the Company Option Agreement, the "Option Agreements"), pursuant to which
Parent shall grant to the Company an option to purchase shares of common stock, par value $0.75 per share, of Parent
("Parent Common Stock"), at $85.96 per share, under certain circumstances. NOW, THEREFORE, in consideration of
the promises and the respective representations, warranties, covenants, and agreements set forth herein, the parties
hereto agree as follows: ARTICLE 1 THE MERGER SECTION 1.1 The Merger. (a) At the Effective Time, Merger
Subsidiary shall be merged (the "Merger") with and into the Company in accordance with the requirements of the
General Corporation Law of the State of Delaware (the "Delaware Law"), whereupon the separate existence of Merger
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Subsidiary shall cease, and the Company shall be the surviving corporation in the Merger (the "Surviving
Corporation"). (b) On the Closing Date, immediately after the Closing, the Company will file a certificate of merger
with the Secretary of State of the State of Delaware and make all other filings or recordings required by Delaware Law
in connection with the Merger. The Merger shall become effective at such time as the certificate of merger is duly
filed with the Secretary of State of the State of Delaware or at such later time as is specified in the certificate of
merger (the "Effective Time"). A-1 109 (c) From and after the Effective Time, the Surviving Corporation shall
possess all the rights, privileges, powers and franchises and be subject to all of the restrictions, disabilities and duties
of the Company and Merger Subsidiary, all as provided under Delaware Law. (d) The closing of the Merger (the
"Closing") shall take place (i) at the offices of Pillsbury Madison & Sutro LLP, 50 Fremont Street, San Francisco,
California, as soon as practicable on the day on which the last to be fulfilled or waived of the conditions set forth in
Article 8 (other than those conditions that by their nature are to be fulfilled at the Closing, but subject to the
fulfillment or waiver of such conditions) shall be fulfilled or waived in accordance with this Agreement, including
pursuant to Sections 5.2 and 7.1, or (ii) at such other place and time or on such other date as the Company and Parent
may agree in writing (the date of the Closing, the "Closing Date"). SECTION 1.2 Conversion of Shares. (a) At the
Effective Time by virtue of the Merger and without any action on the part of the holder thereof: (i) each share of the
Company Common Stock held by the Company as treasury stock or owned by Parent or any subsidiary of Parent or
the Company (excluding shares, if any, held in any "Rabbi trust" identified on Section 3.14 of the Company
Disclosure Schedule, which may be accounted for as treasury stock ("Rabbi Trust Shares")) immediately prior to the
Effective Time (together with the associated Company Right (as defined in Section 3.5), if any) shall be canceled, and
no payment shall be made with respect thereto; (ii) each share of common stock of Merger Subsidiary outstanding
immediately prior to the Effective Time shall be converted into and become one share of common stock of the
Surviving Corporation with the same rights, powers and privileges as the shares so converted and shall constitute the
only outstanding shares of capital stock of the Surviving Corporation; and (iii) each share of Company Common Stock
(including each Rabbi Trust Share) (together with the associated Company Right) outstanding immediately prior to
the Effective Time shall, except as otherwise provided in Section 1.2(a)(i), be converted into the right to receive 0.77
of a share of Parent Common Stock (the "Exchange Ratio"), including the corresponding fraction of a right to
purchase shares of Series A Participating Preferred Stock of Parent (the "Parent Rights") in accordance with the
Rights Agreement (the "Parent Rights Agreement") dated as of November 23, 1998 between Parent and ChaseMellon
Shareholder Services, L.L.C., as Rights Agent. References herein to shares of Parent Common Stock issuable pursuant
to the Merger shall also be deemed to include the associated Parent Rights. (b) All Parent Common Stock issued as
provided in this Section 1.2 shall be of the same class and shall have the same terms as the currently outstanding
Parent Common Stock. The shares of Parent Common Stock to be received as consideration pursuant to the Merger
with respect to shares of Company Common Stock (together with cash in lieu of fractional shares of Parent Common
Stock as specified below) are referred to herein as the "Merger Consideration." (c) From and after the Effective Time,
all shares of Company Common Stock (together with the associated Company Rights) converted in accordance with
Section 1.2(a)(iii) shall no longer be outstanding and shall automatically be canceled and retired and shall cease to
exist, and each holder of a certificate representing any such shares shall cease to have any rights with respect thereto,
except the right to receive the Merger Consideration and any dividends payable pursuant to Section 1.3(f). From and
after the Effective Time, all certificates representing the common stock of Merger Subsidiary shall be deemed for all
purposes to represent the number of shares of common stock of the Surviving Corporation into which they were
converted in accordance with Section 1.2(a)(ii). SECTION 1.3 Surrender and Payment. (a) Prior to the Effective
Time, Parent shall appoint ChaseMellon Shareholder Services, L.L.C. or such other exchange agent reasonably
acceptable to the Company (the "Exchange Agent") for the purpose of A-2 110 exchanging certificates representing
shares of Company Common Stock ("Certificates") for the Merger Consideration. Parent will make available to the
Exchange Agent, as needed, the Merger Consideration to be delivered in respect of the shares of Company Common
Stock. Promptly after the Effective Time, Parent will send, or will cause the Exchange Agent to send, to each holder
of record of shares of Company Common Stock as of the Effective Time, a letter of transmittal for use in such
exchange (which shall specify that the delivery shall be effected, and risk of loss and title shall pass, only upon proper
delivery of the Certificates to the Exchange Agent) in such form as the Company and Parent may reasonably agree, for
use in effecting delivery of shares of Company Common Stock to the Exchange Agent. (b) Each holder of shares of
Company Common Stock that have been converted into a right to receive the Merger Consideration, upon surrender to
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the Exchange Agent of a Certificate, together with a properly completed letter of transmittal, will be entitled to receive
the Merger Consideration in respect of the shares of Company Common Stock represented by such Certificate. Until
so surrendered, each such Certificate shall, after the Effective Time, represent for all purposes only the right to receive
such Merger Consideration. (c) If any portion of the Merger Consideration is to be registered in the name of a Person
other than the Person in whose name the applicable surrendered Certificate is registered, it shall be a condition to the
registration thereof that the surrendered Certificate shall be properly endorsed or otherwise be in proper form for
transfer and that the Person requesting such delivery of the Merger Consideration shall pay to the Exchange Agent any
transfer or other taxes required as a result of such registration in the name of a Person other than the registered holder
of such Certificate or establish to the satisfaction of the Exchange Agent that such tax has been paid or is not payable.
For purposes of this Agreement, "Person" means an individual, a corporation, a limited liability company, a
partnership, an association, a trust or any other entity or organization, including a government or political subdivision
or any agency or instrumentality thereof. (d) After the Effective Time, there shall be no further registration of transfers
of shares of Company Common Stock. If, after the Effective Time, Certificates are presented to the Exchange Agent,
the Surviving Corporation or the Parent, they shall be canceled and exchanged for the consideration provided for, and
in accordance with the procedures set forth, in this Article 1. (e) Any portion of the Merger Consideration made
available to the Exchange Agent pursuant to Section 1.3(a) that remains unclaimed by the holders of shares of
Company Common Stock one year after the Effective Time shall be returned to Parent, upon demand, and any such
holder who has not exchanged his shares of Company Common Stock for the Merger Consideration in accordance
with this Section 1.3 prior to that time shall thereafter look only to Parent for delivery of the Merger Consideration in
respect of such holder's shares. Notwithstanding the foregoing, Parent shall not be liable to any holder of shares for
any Merger Consideration delivered to a public official pursuant to applicable abandoned property laws. Any Merger
Consideration remaining unclaimed by holders of shares of Company Common Stock three years after the Effective
Time (or such earlier date immediately prior to such time as such amounts would otherwise escheat to or become
property of any governmental entity) shall, to the extent permitted by applicable law, become the property of Parent
free and clear of any claims or interest of any Person previously entitled thereto. (f) No dividends or other
distributions with respect to shares of Parent Common Stock issued in the Merger shall be paid to the holder of any
unsurrendered Certificates until such Certificates are surrendered as provided in this Section 1.3. Subject to the effect
of applicable laws, following such surrender, there shall be paid, without interest, to the record holder of the shares of
Parent Common Stock issued in exchange therefor (i) at the time of such surrender, all dividends and other
distributions payable in respect of such shares of Parent Common Stock with a record date after the Effective Time
and a payment date on or prior to the date of such surrender and not previously paid and (ii) at the appropriate
payment date, the dividends or other distributions payable with respect to such shares of Parent Common Stock with a
record date after the Effective Time but with a payment date subsequent to such surrender. For purposes of dividends
or other distributions in respect of shares of Parent Common Stock, all shares of Parent Common Stock to be issued
pursuant to the Merger (but not options therefor described in Section 1.4 unless actually exercised at the A-3 111
Effective Time) shall be entitled to dividends pursuant to the immediately preceding sentence as if issued and
outstanding as of the Effective Time. SECTION 1.4 Stock Options and Equity Awards. (a) The Board of Directors of
the Company shall take such action as is necessary so that at the Effective Time, each outstanding option to purchase
shares of Company Common Stock (a "Company Stock Option") granted under the Company's plans or agreements
identified in Company Disclosure Schedule (defined in the introductory clause to Article 3) 1.4 as being the only
compensation or benefit plans or agreements pursuant to which shares of Company Common Stock may be issued
(collectively, the "Company Stock Option Plans"), whether vested or not vested, shall cease to represent a right to
acquire shares of Company Common Stock and shall thereafter constitute an option to acquire, on the same terms and
conditions as were applicable under such Company Stock Option (including without limitation the stock option
restoration feature applicable thereto) pursuant to the relevant Company Stock Option Plan under which it was issued
and the agreement evidencing the grant thereof prior to the Effective Time, the number (rounded to the nearest whole
number) of shares of Parent Common Stock determined by multiplying (x) the number of shares of Company
Common Stock subject to such Company Stock Option immediately prior to the Effective Time by (y) the Exchange
Ratio. The exercise price per share of Parent Common Stock subject to any such Company Stock Option at and after
the Effective Time shall be an amount (rounded to the nearest one-hundredth of a cent) equal to (x) the exercise price
per share of Company Common Stock subject to such Company Stock Option prior to the Effective Time, divided by
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(y) the Exchange Ratio. Notwithstanding any other provisions of this Section 1.4(a), if use of the above methods
would disqualify the Merger as a "pooling of interests" for financial accounting purposes, then such methods will be
adjusted to the extent necessary to preserve such accounting treatment. In addition, prior to the Effective Time, the
Company will make any amendments to the terms of such Company Stock Option Plans that are necessary to give
effect to the transactions contemplated by this Section 1.4. The Company represents and warrants that no consents are
or will be necessary to give effect to the transactions contemplated by this Section 1.4. (b) Parent shall take all
corporate action necessary to assume as of the Effective Time the Company's obligations under the Company Stock
Options and reserve for issuance a sufficient number of shares of Parent Common Stock for delivery pursuant to the
terms set forth in this Section 1.4. (c) At the Effective Time, each award or account (including restricted stock, stock
equivalents and stock units, but excluding Company Stock Options) outstanding as of the Effective Time ("Company
Award") that has been established, made or granted under any employee incentive or benefit plans, programs or
arrangements and non-employee director plans maintained by the Company on or prior to the date hereof that provide
for grants of equity-based awards or equity-based accounts and which are identified in Company Schedule 1.4 shall to
the extent practicable be amended or converted into a similar instrument of Parent, in each case with such adjustments
to the terms and conditions of such Company Awards as are appropriate to preserve the value inherent in such
Company Awards with no detrimental effects on the holders thereof. The other terms and conditions of each Company
Award, and the plans or agreements under which they were issued, shall continue to apply in accordance with their
terms and conditions, including any provisions for acceleration (as such terms and conditions have been interpreted
and applied by the Company in accordance with its past practice), but with such adjustments, if any, as may be
necessary or appropriate in light of the transactions contemplated hereby and which do not materially affect the
intended value of such awards, in each case to the extent consistent with Section 7.4. The Company represents and
warrants that (i) there are as of the date hereof no Company Awards or Company Stock Options other than those
reflected in Section 3.5 and (ii) all employee incentive or benefit plans, programs or arrangements and non-employee
director plans under which any Company Award has been established, made or granted and all Company Stock
Option Plans are disclosed in Company Disclosure Schedule 1.4. (d) As soon as practicable after the Effective Time,
Parent shall file with the Commission a registration statement on an appropriate form or a post-effective amendment
to a previously filed registration statement under the Securities Act of 1933, as amended (the "Securities Act"), with
respect to the Parent Common Stock subject to options and other equity based awards described in this Section 1.4,
and shall use its A-4 112 reasonable best efforts to maintain the current status of the prospectus contained therein, as
well as comply with any applicable state securities or "blue sky" laws, for so long as such options or other equity
based awards remain outstanding. SECTION 1.5 Adjustments. If at any time during the period between the date of
this Agreement and the Effective Time, any change in the outstanding shares of capital stock of Parent or the
Company shall occur by reason of any reclassification, recapitalization, stock split or combination, exchange or
readjustment of shares, or any stock dividend thereon with a record date during such period, the Merger Consideration
shall be appropriately adjusted to provide the holders of shares of Company Common Stock the same economic effect
as contemplated by this Agreement prior to such event. SECTION 1.6 Fractional Shares. (a) No fractional shares of
Parent Common Stock shall be issued in the Merger, but in lieu thereof each holder of shares of Company Common
Stock otherwise entitled to a fractional share of Parent Common Stock will be entitled to receive, from the Exchange
Agent in accordance with the provisions of this Section 1.6, a cash payment in lieu of such fractional shares of Parent
Common Stock representing such holder's proportionate interest, if any, in the proceeds from the sale by the Exchange
Agent in one or more transactions of shares of Parent Common Stock equal to the excess of (x) the aggregate number
of shares of Parent Common Stock to be delivered to the Exchange Agent by Parent pursuant to Section 1.3(a) over
(y) the aggregate number of whole shares of Parent Common Stock to be distributed to the holders of Certificates
pursuant to Section 1.3(b) (such excess being herein called the "Excess Shares"). The parties acknowledge that
payment of the cash consideration in lieu of issuing fractional shares was not separately bargained for consideration
but merely represents a mechanical rounding off for purposes of simplifying the corporate and accounting problems
that would otherwise be caused by the issuance of fractional shares. As soon as practicable after the Effective Time,
the Exchange Agent, as agent for the holders of the certificates representing shares of Company Common Stock, shall
sell the Excess Shares at then prevailing prices on the New York Stock Exchange (the "NYSE") in the manner
provided in the following paragraph. (b) The sale of the Excess Shares by the Exchange Agent, as agent for the
holders that would otherwise receive fractional shares, shall be executed on the NYSE through one or more member
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firms of the NYSE and shall be executed in round lots to the extent practicable. The compensation payable to the
Exchange Agent and the expenses incurred by the Exchange Agent, in each case, in connection with such sale or sales
of the Excess Shares, and all related commissions, transfer taxes and other out-of-pocket transaction costs, will be
paid by the Surviving Corporation out of its own funds and will not be paid directly or indirectly by Parent. Until the
proceeds of such sale or sales have been distributed to the holders of shares of Company Common Stock, the
Exchange Agent shall hold such proceeds in trust for the holders of shares of Company Common Stock (the
"Common Shares Trust"). The Exchange Agent shall determine the portion of the Common Shares Trust to which
each holder of shares of Company Common Stock shall be entitled, if any, by multiplying the amount of the aggregate
proceeds comprising the Common Shares Trust by a fraction, the numerator of which is the amount of the fractional
share interest to which such holder of shares of Company Common Stock would otherwise be entitled and the
denominator of which is the aggregate amount of fractional share interests to which all holders of shares of Company
Common Stock would otherwise be entitled. (c) As soon as practicable after the determination of the amount of cash,
if any, to be paid to holders of shares of Company Common Stock in lieu of any fractional shares of Parent Common
Stock, the Exchange Agent shall make available such amounts to such holders of shares of Company Common Stock
without interest. SECTION 1.7 Withholding Rights. Each of the Surviving Corporation and Parent shall be entitled to
deduct and withhold from the consideration otherwise payable to any Person pursuant to this Article 1 such amounts
as it is required to deduct and withhold with respect to the making of such payment under any provision of federal,
state, local or foreign tax law. To the extent that amounts are so withheld by the Surviving Corporation or Parent, as
the case may be, such withheld amounts shall be treated for all purposes of this A-5 113 Agreement as having been
paid to the holder of the shares of Company Common Stock in respect of which such deduction and withholding was
made by the Surviving Corporation or Parent, as the case may be. SECTION 1.8 Lost Certificates. If any Certificate
shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the Person claiming such
Certificate to be lost, stolen or destroyed and, if required by Parent or the Surviving Corporation, the posting by such
Person of a bond, in such reasonable amount as the Surviving Corporation may direct, as indemnity against any claim
that may be made against it with respect to such Certificate, the Exchange Agent will issue in exchange for such lost,
stolen or destroyed Certificate the Merger Consideration to be paid in respect of the shares of Company Common
Stock represented by such Certificate as contemplated by this Article 1. SECTION 1.9 Shares Held by Company
Affiliates. Anything to the contrary herein notwithstanding, no shares of Parent Common Stock (or certificates
therefor) shall be issued in exchange for any Certificate to any Person who may be an "affiliate" of the Company
(identified pursuant to Section 7.8) until such Person shall have delivered to Parent duly executed letters as
contemplated by Section 7.8. Such Person shall be subject to the restrictions described in such letters, and such shares
(or certificates therefor) shall bear a legend describing such restrictions. SECTION 1.10 Appraisal Rights. In
accordance with Section 262 of the Delaware Law, no appraisal rights shall be available to holders of shares of
Company Common Stock in connection with the Merger. ARTICLE 2 CERTAIN GOVERNANCE MATTERS
SECTION 2.1 Name; Trade Name. (a) Parent shall take all such action as is necessary to change its name to
"ChevronTexaco Corporation" effective as of the Effective Time, which action shall include, without limitation,
seeking stockholder approval to amend Parent's Restated Certificate of Incorporation to effect such name change (the
"Name Change Amendment") as provided in Section 6.4. Subject to Parent obtaining the necessary approval of its
stockholders under Delaware Law for the Name Change Amendment, simultaneously with the filing of the certificate
of merger contemplated by Section 1.1(b), Parent shall file a certificate of amendment to its Restated Certificate of
Incorporation with the Secretary of State of the State of Delaware and make all other filings and records required by
Delaware Law in connection with the amendment of the certificate of incorporation contemplated hereby. This
amendment shall become effective at the Effective Time. (b) It is the intention of Parent that the marketing operations
currently conducted by the Company and its Subsidiaries outside the United States will continue to be conducted
under the "Texaco" trademark. SECTION 2.2 Parent Board of Directors. (a) At the Effective Time, the Board of
Directors of Parent shall consist of fifteen (15) directors, of whom six (6) directors shall be persons who are directors
of the Company designated prior to the Effective Time by the Company and reasonably acceptable to Parent (the
"Company Board Designees"), and the remainder of whom shall be directors of Parent prior to the Effective Time.
Prior to the Effective Time, the Board of Directors of Parent shall take all action necessary to increase the size of the
Board of Directors of Parent as necessary and to elect the Company Board Designees to the Board of Directors of
Parent, in each case as of the Effective Time. (b) The Board of Directors of Parent shall take all action necessary to
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cause Peter I. Bijur to be elected as Vice Chairman of the Board of Directors of Parent as of the Effective Time. (c)
Parent shall cause, as of the Effective Time, each Committee of the Board of Directors of Parent to include at least one
Company Board Designee. SECTION 2.3 Transition Committee. The parties agree to establish a transition committee
(the "Transition Committee") which will have a consultative role and which will be in effect from the date hereof A-6
114 until the earlier of the termination hereof and the Effective Time. The Transition Committee shall be comprised of
Peter I. Bijur and David J. O'Reilly. The Transition Committee will be concerned with matters relating to planning the
integration after the Effective Time of Parent and the Company, including organization and staffing. Notwithstanding
anything in this Section 2.3, Parent shall not be deemed to control the business or operations of the Company and,
likewise, the Company shall not be deemed to control the business or operations of Parent. The members of the
Transition Committee may delegate specific tasks to others and otherwise will draw upon the resources of Parent and
the Company as necessary or appropriate. SECTION 2.4 Certificate of Incorporation of the Surviving Corporation.
The certificate of incorporation of the Company in effect at the Effective Time shall be the certificate of incorporation
of the Surviving Corporation until subsequently amended in accordance with applicable law. SECTION 2.5 By-laws
of the Surviving Corporation. The by-laws of the Company in effect at the Effective Time shall be the by-laws of the
Surviving Corporation until subsequently amended in accordance with applicable law. SECTION 2.6 Directors and
Officers of the Surviving Corporation. From and after the Effective Time, until successors are duly elected or
appointed and qualified in accordance with applicable law, (a) the directors of Merger Subsidiary at the Effective
Time shall be the directors of the Surviving Corporation, and (b) the officers of the Company at the Effective Time
shall be the officers of the Surviving Corporation. ARTICLE 3 REPRESENTATIONS, WARRANTIES AND
COVENANTS OF THE COMPANY The Company represents and warrants to Parent that (except as set forth in the
disclosure schedules delivered by the Company to Parent simultaneously with the execution of this Agreement (the
"Company Disclosure Schedules")): SECTION 3.1 Corporate Existence and Power. The Company is a corporation
duly incorporated, validly existing and in good standing under the laws of the State of Delaware, and has all corporate
powers and all governmental licenses, authorizations, consents and approvals required to carry on its business as now
conducted, except for those the absence of which would not, individually or in the aggregate, have, or be reasonably
likely to have, a Material Adverse Effect on the Company. The Company is duly qualified to do business as a foreign
corporation and is in good standing in each jurisdiction where the character of the property owned or leased by it or
the nature of its activities makes such qualification necessary, except for those jurisdictions where the failure to be so
qualified would not, individually or in the aggregate, have, or be reasonably likely to have, a Material Adverse Effect
on the Company. For purposes of this Agreement, a "Material Adverse Effect" with respect to any Person means a
material adverse effect on the financial condition, business, liabilities, properties, assets or results of operations of
such Person and its Subsidiaries, taken as a whole, except, to the extent resulting from (x) any changes in general
United States or global economic conditions, (y) any changes affecting the oil and gas industry in general (including
changes to commodity prices) except, other than where referring to a Material Adverse Effect on Parent after the
Effective Time, to the extent that the changes disproportionately affect Parent or the Company, as applicable,
compared to the manner in which the changes affect the other party or (z) any disposition of the Alliance Interests (as
defined in Section 7.1) in accordance with the terms of Section 7.1. The Company has heretofore delivered to Parent
true and complete copies of the Company's certificate of incorporation and by-laws as currently in effect. SECTION
3.2 Corporate Authorization. (a) The execution, delivery and performance by the Company of this Agreement and the
Option Agreements and the consummation by the Company of the transactions contemplated hereby and thereby are
within the Company's corporate powers and, except for any required approval by the Company's stockholders (the
"Company Stockholder Approval") in connection with the consummation of the Merger, have been duly authorized by
all necessary corporate action. The affirmative vote of holders of a majority of the outstanding A-7 115 shares of
Company Common Stock in favor of the approval and adoption of this Agreement and the Merger is the only vote of
the holders of any of the Company's capital stock necessary in connection with consummation of the Merger.
Assuming due authorization, execution and delivery of this Agreement and the Option Agreements by Parent and/or
Merger Subsidiary, as applicable, each of this Agreement and each Option Agreement constitutes a valid and binding
agreement of the Company enforceable against the Company in accordance with its terms, subject to bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability relating to or
affecting creditors' rights, and to general equity principles. (b) The Company's Board of Directors, at a meeting duly
called and held on or prior to the date hereof, has (i) determined that this Agreement and the Option Agreements and
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the transactions contemplated hereby and thereby (including the Merger) are advisable, fair to and in the best interests
of the Company's stockholders, (ii) approved and adopted this Agreement and the Option Agreements and the
transactions contemplated hereby and thereby (including the Merger), and (iii) resolved (subject to Section 5.2) to
recommend the approval and adoption of this Agreement and the Merger by its stockholders. SECTION 3.3
Governmental Authorization. The execution, delivery and performance by the Company of this Agreement and the
Option Agreements and the consummation by the Company of the transactions contemplated hereby and thereby
require no action by or in respect of, or filing with, any governmental body, agency, official or authority other than (a)
the filing of a certificate of merger in accordance with Delaware Law, (b) compliance with any applicable
requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the "HSR Act"), (c) compliance with any
applicable requirements of Council Regulation No. 4064/89 of the European Community, as amended (the "EC
Merger Regulation"), (d) compliance with any applicable requirements of laws, rules and regulations in other foreign
jurisdictions governing antitrust or merger control matters, (e) compliance with any applicable requirements of the
Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder (the "Exchange
Act"), (f) compliance with any applicable requirements of the Securities Act and (g) other actions or filings which if
not taken or made would not, individually or in the aggregate, have, or be reasonably likely to have, a Material
Adverse Effect on the Company or prevent or materially delay the Company's consummation of the Merger.
SECTION 3.4 Non-Contravention. The execution, delivery and performance by the Company of this Agreement and
the Option Agreements and the consummation by the Company of the transactions contemplated hereby and thereby
do not and will not, assuming compliance with the matters referred to in Sections 3.2 and 3.3, (a) contravene or
conflict with the certificate of incorporation or by-laws of the Company, (b) contravene or conflict with or constitute a
violation of any provision of any law, regulation, judgment, injunction, order or decree binding upon or applicable to
the Company or any of its Subsidiaries, (c) constitute a default under or give rise to a right of termination, cancellation
or acceleration of any right or obligation of the Company or any of its Subsidiaries or to a loss of any benefit to which
the Company or any of its Subsidiaries is entitled under any provision of any agreement, contract or other instrument
binding upon the Company or any of its Subsidiaries or any license, franchise, permit or other similar authorization
held by the Company or any of its Subsidiaries, or (d) result in the creation or imposition of any Lien on any asset of
the Company or any of its Subsidiaries, except for such contraventions, conflicts or violations referred to in clause (b)
or defaults, rights of termination, cancellation or acceleration, or losses or Liens referred to in clause (c) or (d) that
would not, individually or in the aggregate, have, or be reasonably likely to have, a Material Adverse Effect on the
Company. For purposes of this Agreement, "Lien" means, with respect to any asset, any mortgage, lien, pledge,
charge, security interest or encumbrance of any kind in respect of such asset other than any such mortgage, lien,
pledge, charge, security interest or encumbrance (i) for Taxes (as defined in Section 3.13) not yet due or being
contested in good faith (and for which adequate accruals or reserves have been established on the Parent Balance
Sheet or the Company Balance Sheet, as the case may be) or (ii) which is a carriers', warehousemen's, mechanics',
materialmen's, repairmen's or other like lien arising in the ordinary course of business. Neither the Company nor any
Subsidiary of the Company, nor to the knowledge of the Company, neither Joint Venture (as defined in Section 3.23
herein) nor any of its Subsidiaries, is a party to any agreement that expressly limits the ability of the Company or any
Subsidiary of A-8 116 the Company, or would limit Parent or any Subsidiary of Parent after the Effective Time, to
compete in or conduct any line of business or compete with any Person or in any geographic area or during any period
of time except to the extent that any such limitation, individually or in the aggregate, would not have, or be reasonably
likely to have, a Material Adverse Effect on the Company. SECTION 3.5 Capitalization. The authorized capital stock
of the Company consists of 850,000,000 shares of Company Common Stock and 30,000,000 shares of preferred stock,
par value $1.00 per share (of which 3,000,000 are designated Series D Junior Participating Preferred Stock, 300 are
designated Market Auction Preferred Shares, Series G-1 through G-300, 300 are designated Market Auction Preferred
Shares, Series H-1 through H-300, 300 are designated Market Auction Preferred Shares, Series I-1 through I-300 and
300 are designated Market Auction Preferred Shares, Series J-1 through J-300, and the remaining shares of such
preferred stock are not subject to any designation). As of the close of business on September 30, 2000, there were
outstanding, (i) 550,182,530 shares of Company Common Stock, including 9,200,000 Rabbi Trust Shares, (ii) no
shares of Series D Junior Participating Preferred Stock (all of which are reserved for issuance in accordance with the
Amended Rights Agreement (the "Company Rights Agreement"), dated as of March 16, 1989, by and between the
Company and ChaseMellon Shareholder Services, L.L.C., as Rights Agent, as amended April 28, 1998, pursuant to
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which the Company has issued rights to purchase Series D Junior Participating Preferred Stock ("Company Rights"),
and (iii) 300 shares of Market Auction Preferred Shares, Series G-1 through G-300, 300 shares of Market Auction
Preferred Shares, Series H-1 through H-300, 300 shares of Market Auction Preferred Shares, Series I-1 through I-300,
300 shares of Market Auction Preferred Shares, Series J-1 through J-300 (collectively, the "Market Auction Preferred
Stock") and no other shares of capital stock or other voting securities of the Company were then outstanding. All
outstanding shares of capital stock of the Company have been duly authorized and validly issued and are fully paid
and nonassessable. As of September 30, 2000, there were outstanding (i) Company Awards (other than shares of
restricted stock or other awards included in the number of shares of Company Common Stock outstanding set forth
above) with respect to 2,558,307 shares of Company Common Stock and (ii) Company Stock Options to purchase
13,683,804 shares of Company Common Stock. Except as set forth in this Section 3.5 and except for changes since
the close of business on September 30, 2000 resulting from the exercise of employee stock options outstanding on
such date, or options or other stock-based awards granted or other securities issued as permitted by Section 5.1, there
are outstanding (a) no shares of capital stock or other voting securities of the Company, (b) no Company Awards, and
(c) except for the Company Rights, and the option granted pursuant to the Company Option Agreement, (i) no options,
warrants or other rights to acquire from the Company any capital stock, voting securities or securities convertible into
or exchangeable for capital stock or voting securities of the Company, and (ii) no preemptive or similar rights,
subscription or other rights, convertible securities, agreements, arrangements or commitments of any character,
relating to the capital stock of the Company, obligating the Company to issue, transfer or sell any capital stock, voting
securities or securities convertible into or exchangeable for capital stock or voting securities of the Company or
obligating the Company to grant, extend or enter into any such option, warrant, subscription or other right, convertible
security, agreement, arrangement or commitment (the items in clauses 3.5(a), 3.5(b) and 3.5(c) being referred to
collectively as the "Company Securities"). Except as required by the terms of any series of the Market Auction
Preferred Stock or any Company Stock Options or as permitted by Section 5.1(e), there are no outstanding obligations
of the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any Company Securities.
SECTION 3.6 Subsidiaries. (a) Each Subsidiary of the Company is duly organized, validly existing and in good
standing under the laws of its jurisdiction of organization, has all powers and all governmental licenses,
authorizations, consents and approvals required to carry on its business as now conducted, except for those the
absence of which would not, individually or in the aggregate, have, or be reasonably likely to have, a Material
Adverse Effect on the Company. For purposes of this Agreement, the word "Subsidiary" when used with respect to
any Person means any other Person, whether incorporated or unincorporated, of which (i) more than fifty percent of
the securities or other ownership interests or (ii) securities or other interests having by their terms ordinary voting
power to elect more than fifty percent of the board of directors or others performing similar functions with A-9 117
respect to such corporation or other organization, is directly owned or controlled by such Person or by any one or
more of its subsidiaries. Each Subsidiary of the Company is duly qualified to do business and is in good standing in
each jurisdiction where the character of the property owned or leased by it or the nature of its activities makes such
qualification necessary, except for those jurisdictions where failure to be so qualified would not, individually or in the
aggregate, have, or be reasonably likely to have, a Material Adverse Effect on the Company. All "significant
subsidiaries," as such term is defined in Section 1-02 of Regulation S-X under the Exchange Act (each, a "Significant
Subsidiary") of the Company and their respective jurisdictions of incorporation are identified in Section 3.6(a) of the
Company Disclosure Schedule. (b) Except for directors' qualifying shares and except as set forth in the Company
10-K, all of the outstanding capital stock of, or other ownership interests in, each Significant Subsidiary of the
Company is owned by the Company, directly or indirectly, free and clear of any material Lien and free of any other
material limitation or restriction (including any restriction on the right to vote, sell or otherwise dispose of such capital
stock or other ownership interests). There are no outstanding (i) securities of the Company or any of its Subsidiaries
convertible into or exchangeable for shares of capital stock or other voting securities or ownership interests in any
Significant Subsidiary of the Company or (ii) options, warrants or other rights to acquire from the Company or any of
its Significant Subsidiaries any capital stock, voting securities or other ownership interests in, or any securities
convertible into or exchangeable for any capital stock, voting securities or ownership interests in, any Significant
Subsidiary of the Company, and no preemptive or similar rights, subscription or other rights, convertible securities,
agreements, arrangements or commitments of any character, relating to the capital stock of any Significant Subsidiary
of the Company, obligating the Company or any of its Significant Subsidiaries to issue, transfer or sell, any capital

Edgar Filing: UNITED PARCEL SERVICE INC - Form SC 13G/A

34



stock, voting securities or other ownership interests in, or any securities convertible into or exchangeable for any
capital stock, voting securities or ownership interests in, any Significant Subsidiary of the Company or obligating the
Company or any Significant Subsidiary of the Company to grant, extend or enter into any such option, warrant,
subscription or other right, convertible security, agreement, arrangement or commitment (the items in clauses 3.6(b)(i)
and 3.6(b)(ii) being referred to collectively as the "Company Subsidiary Securities"). There are no outstanding
obligations of the Company or any of its Subsidiaries to repurchase, redeem or otherwise acquire any outstanding
Company Subsidiary Securities. As of the date hereof, the Company indirectly owns a 44% limited liability company
interest in Equilon Enterprises LLC and a 30.6% limited liability company interest in Motiva Enterprises LLC.
SECTION 3.7 Commission Filings. (a) The Company has made available to Parent (i) its annual reports on Form
10-K for its fiscal years ended December 31, 1997, 1998 and 1999, (ii) its quarterly reports on Form 10-Q for its fiscal
quarters ended after December 31, 1999, (iii) its proxy or information statements relating to meetings of, or actions
taken without a meeting by, the stockholders of the Company held since December 31, 1999, and (iv) all of its other
reports, statements, schedules and registration statements filed with the Commission since December 31, 1999 (the
documents referred to in this Section 3.7(a) being referred to collectively as the "Company Commission Documents").
The Company's annual report on Form 10-K for its fiscal year ended December 31, 1999 is referred to herein as the
"Company 10-K". (b) As of its filing date, each Company Commission Document complied as to form in all material
respects with the applicable requirements of the Exchange Act and the Securities Act. (c) As of its filing date, each
Company Commission Document filed pursuant to the Exchange Act did not contain any untrue statement of a
material fact or omit to state any material fact necessary in order to make the statements made therein, in the light of
the circumstances under which they were made, not misleading. (d) Each registration statement, as amended or
supplemented, if applicable, filed by the Company since January 1, 1997 pursuant to the Securities Act as of the date
such statement or amendment became effective did not contain any untrue statement of a material fact or omit to state
any material fact required to be stated therein or necessary to make the statements therein not misleading. A-10 118
SECTION 3.8 Financial Statements. The audited consolidated financial statements and unaudited consolidated interim
financial statements of the Company (including any related notes and schedules) included in its annual reports on
Form 10-K and the quarterly reports on Form 10-Q referred to in Section 3.7 present fairly, in all material respects, the
consolidated financial position of the Company and its consolidated Subsidiaries as of the dates thereof and the
consolidated results of their operations and their cash flows for the periods then ended (subject to normal year-end
adjustments and the absence of notes in the case of any unaudited interim financial statements), in each case in
conformity with GAAP applied on a consistent basis (except as may be indicated in the notes thereto). For purposes of
this Agreement, "Company Balance Sheet" means the consolidated balance sheet of the Company as of December 31,
1999 set forth in the Company 10-K and "Company Balance Sheet Date" means December 31, 1999. SECTION 3.9
Disclosure Documents. (a) Neither the proxy statement of the Company (the "Company Proxy Statement") to be filed
with the Commission in connection with the Merger, nor any amendment or supplement thereto, will, at the date the
Company Proxy Statement or any such amendment or supplement is first mailed to stockholders of the Company or at
the time such stockholders vote on the adoption and approval of this Agreement and the transactions contemplated
hereby, contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements therein, in light of the circumstances under which they were made, not misleading. The Company Proxy
Statement, including all amendments or supplements, will, when filed, comply as to form in all material respects with
the requirements of the Exchange Act. No representation or warranty is made by the Company in this Section 3.9 with
respect to statements made or incorporated by reference therein based on information supplied by Parent or Merger
Subsidiary for inclusion or incorporation by reference in the Company Proxy Statement. (b) None of the information
supplied or to be supplied by the Company for inclusion or incorporation by reference in the Parent Proxy Statement
(as defined in Section 4.9) or in the Form S-4 (as defined in Section 4.9) or any amendment or supplement thereto
will, at the time the Parent Proxy Statement or any such supplement or amendment thereto is first mailed to the
stockholders of Parent or at the time such stockholders vote on the matters constituting the Parent Stockholder
Approvals (as defined in Section 4.2) or at the time the Form S-4 or any such amendment or supplement becomes
effective under the Securities Act or at the Effective Time, as the case may be, contain any untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading. SECTION 3.10 Absence of Certain Changes. Except as
disclosed in the Company Commission Documents filed prior to the date of this Agreement, or except as is not
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prohibited after the date hereof by Section 5.1 (or as is otherwise permitted by Section 5.1), since the Company
Balance Sheet Date, the Company and its Subsidiaries have conducted their business in the ordinary course, consistent
with past practice, and there has not been: (a) any event, occurrence or development of a state of circumstances or
facts which, individually or in the aggregate, has had, or would be reasonably likely to have, a Material Adverse
Effect on the Company; (b) any declaration, setting aside or payment of any dividend or other distribution with respect
to any shares of capital stock of the Company (other than (i) regular quarterly cash dividends payable by the Company
(x) consistent with past practice (including periodic dividend increases consistent with past practice) and (y) that are
not special dividends, or (ii) required dividends on the Market Auction Preferred Stock), or any repurchase,
redemption or other acquisition by the Company or any of its wholly owned Subsidiaries of any outstanding shares of
capital stock or other securities of, or other ownership interests in, the Company or any of its Significant Subsidiaries
(other than any such repurchases prior to the date hereof pursuant to the Company's publicly announced stock buyback
program or, after the date hereof, as permitted under Section 5.1(e) or Section 5.3 or pursuant to the terms of
Company Stock Options and Company Awards, in each case subject to Section 7.4); A-11 119 (c) any amendment of
any material term of any outstanding security of the Company or any of its Significant Subsidiaries; (d) any
transaction or commitment made, or any contract, agreement or settlement entered into, by (or judgment, order or
decree affecting) the Company or any of its Subsidiaries relating to its assets or business (including the acquisition or
disposition of any assets) or any relinquishment by the Company or any of its Subsidiaries of any contract or other
right, in either case, material to the Company and its Subsidiaries taken as a whole, other than transactions,
commitments, contracts, agreements or settlements (including without limitation settlements of litigation and tax
proceedings) in the ordinary course of business consistent with past practice, those contemplated by this Agreement,
or as agreed to in writing by Parent; (e) any change in any method of accounting or accounting practice (other than
any change for tax purposes) by the Company or any of its Subsidiaries, except for any such change which is not
material or which is required by reason of a concurrent change in GAAP; (f) any (i) grant of any severance or
termination pay to (or amendment to any such existing arrangement with) any director, officer or employee of the
Company or any of its Subsidiaries, (ii) entering into of any employment, deferred compensation or other similar
agreement (or any amendment to any such existing agreement) with any director, officer or employee of the Company
or any of its Subsidiaries, (iii) increase in benefits payable under any existing severance or termination pay policies or
(iv) increase in (or amendments to the terms of) compensation, bonus or other benefits payable to directors, officers or
employees of the Company or any of its Subsidiaries, other than, in each case (x) in the ordinary course of business
consistent with past practice, (y) as permitted by this Agreement, or (z) required by applicable law; or (g) any (i) Tax
election made or changed, (ii) audit settled, or (iii) amended Tax return filed, in each case, that is reasonably likely to
result in a Tax liability material to the Company and its Subsidiaries, taken as a whole. SECTION 3.11 No
Undisclosed Material Liabilities. There are no liabilities of the Company or any Subsidiary of the Company of any
kind whatsoever, whether accrued, contingent, absolute, determined, determinable or otherwise, other than: (a)
liabilities disclosed or provided for in the Company Balance Sheet or in the notes thereto; (b) liabilities which,
individually or in the aggregate, would not have, or be reasonably likely to have, a Material Adverse Effect on the
Company; (c) liabilities disclosed in the Company Commission Documents filed prior to the date of this Agreement;
and (d) liabilities under this Agreement. SECTION 3.12 Litigation. Except as disclosed in the Company Commission
Documents filed prior to the date of this Agreement, there is no action, suit, investigation or proceeding pending
against, or to the knowledge of the Company threatened against or affecting, the Company or any of its Subsidiaries or
any of their respective properties or any of their respective officers or directors before any court or arbitrator or any
governmental body, agency or official except as would not, individually or in the aggregate, have, or be reasonably
likely to have, a Material Adverse Effect on the Company. SECTION 3.13 Taxes. (a) Except as set forth in the
Company Balance Sheet (including the notes thereto) and except as would not, individually or in the aggregate, have,
or be reasonably likely to have, a Material Adverse Effect on the Company, (i) all Company Tax Returns required to
be filed with any taxing authority by, or with respect to, the Company and its Subsidiaries have been filed in
accordance with all applicable laws; (ii) the Company and its Subsidiaries have timely paid all Taxes shown as due
and payable on the Company Tax Returns that have been so filed, and, as of the time of filing, the Company Tax
Returns correctly reflected the facts A-12 120 regarding the income, business, assets, operations, activities and the
status of the Company and its Subsidiaries (other than Taxes which are being contested in good faith and for which
adequate reserves are reflected on the Company Balance Sheet); (iii) the Company and its Subsidiaries have made
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provision for all Taxes payable by the Company and its Subsidiaries for which no Company Tax Return has yet been
filed; (iv) the charges, accruals and reserves for Taxes with respect to the Company and its Subsidiaries reflected on
the Company Balance Sheet are adequate under GAAP to cover the Tax liabilities accruing through the date thereof;
(v) there is no action, suit, proceeding, audit or claim now proposed or pending against or with respect to the
Company or any of its Subsidiaries in respect of any Tax where there is a reasonable possibility of an adverse
determination; and (vi) to the best of the Company's knowledge and belief, neither the Company nor any of its
Subsidiaries is liable for any Tax imposed on any entity other than such Person, except as the result of the application
of Treas. Reg. section 1.1502-6 (and any comparable provision of the tax laws of any state, local or foreign
jurisdiction) to the affiliated group of which the Company is the common parent. For purposes of this Agreement,
"Taxes" shall mean any and all taxes, charges, fees, levies or other assessments, including, without limitation, all net
income, gross income, gross receipts, excise, stamp, real or personal property, ad valorem, withholding, social security
(or similar), unemployment, occupation, use, production, service, service use, license, net worth, payroll, franchise,
severance, transfer, recording, employment, premium, windfall profits, environmental (including taxes under Section
59A of the Code), customs duties, capital stock, profits, disability, sales, registration, value added, alternative or
add-on minimum, estimated or other taxes, assessments or charges imposed by any federal, state, local or foreign
governmental entity and any interest, penalties, or additions to tax attributable thereto. For purposes of this
Agreement, "Tax Returns" shall mean any return, report, form or similar statement required to be filed with respect to
any Tax (including any attached schedules), including, without limitation, any information return, claim for refund,
amended return or declaration of estimated Tax. (b) Neither the Company nor any Company Subsidiary has
constituted either a "distributing corporation" or a "controlled corporation" (within the meaning of Section
355(a)(1)(A) of the Code) in a distribution of stock qualifying or intended to qualify for tax-free treatment under
Section 355 of the Code (i) in the two years prior to the date of this Agreement or (ii) in a distribution that could
otherwise constitute part of a "plan" or "series of related transactions" (within the meaning of Section 355(e) of the
Code) in conjunction with the Merger. SECTION 3.14 Employee Benefit Plans. (a) The Company has provided Parent
with a list (set forth in Section 3.14(a) of the Company Disclosure Schedule) identifying each material "employee
benefit plan", as defined in section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
("ERISA"), each material employment, severance or similar contract, plan, arrangement or policy applicable to any
director, former director, employee or former employee of the Company and each material plan or arrangement
(written or oral), providing for compensation, bonuses, profit-sharing, stock option or other stock related rights or
other forms of incentive or deferred compensation, vacation benefits, insurance coverage (including any self-insured
arrangements), health or medical benefits, disability benefits, workers' compensation, supplemental unemployment
benefits, severance benefits and post-employment or retirement benefits (including compensation, pension, health,
medical or life insurance benefits) which is maintained, administered or contributed to by the Company or any
Subsidiary and covers any employee or director or former employee or director of the Company or any Subsidiary, or
under which the Company has any liability; provided however, that such list need not include any Company Benefit
Plan that constitutes a Foreign Company Benefit Plan (as defined below). The material plans, agreements or
arrangements of the Company and its Subsidiaries referred to in the first sentence of this paragraph (a) (excluding any
such plan that is a "multiemployer plan", as defined in section 3(37) of ERISA, but including Foreign Company
Benefit Plans) are referred to collectively herein as the "Company Benefit Plans." "Foreign Company Benefit Plan"
means any Company Benefit Plan of the Company or any of its Subsidiaries that is governed by the laws of any
jurisdiction other than the United States. To the extent practicable, the Company shall provide and deliver to Parent a
list of Foreign Company Benefit Plans as soon as practicable. A-13 121 (b) Each Company Benefit Plan has been
established and maintained in compliance with its terms and with the requirements prescribed by any and all statutes,
orders, rules and regulations (including but not limited to, to the extent applicable, ERISA and the Code) which are
applicable to such Plan, except where failure to so comply would not, individually or in the aggregate, have, or be
reasonably likely to have, a Material Adverse Effect on the Company. (c) Neither the Company nor any affiliate of the
Company has incurred a liability under Title IV of ERISA that has not been satisfied in full, and no condition exists
that presents a material risk to the Company or any affiliate of the Company of incurring any such liability other than
liability for premiums due the Pension Benefit Guaranty Corporation (which premiums have been paid when due). (d)
Each Company Benefit Plan which is intended to be qualified under section 401(a) of the Code is so qualified and has
been so qualified during the period from its adoption to date, and each trust forming a part thereof is exempt from
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federal income tax pursuant to section 501(a) of the Code and, to the knowledge of the Company, no circumstances
exist which will adversely affect such qualification or exemption. (e) Section 3.14(e) of the Company Disclosure
Schedule sets forth (a) with respect to directors and officers of the Company as a group, the aggregate amount of all
severance and similar benefits, including enhanced or accelerated benefits, to which such officers and directors will
become entitled (including any acceleration of vesting or lapse of repurchase rights or obligations with respect to any
Company Stock Option Plans or other benefit under any compensation plan or arrangement of the Company), and (b)
the aggregate amount of all severance and similar benefits, including enhanced or accelerated benefits, payable in cash
or stock to which all other United States payroll employees of the Company and its Subsidiaries (the "Company U.S.
Employees") will become entitled, in each case, (i) solely as a result of obtaining the Company Stockholder Approval
or the transactions contemplated hereby and (ii) if a "second" trigger, including, but not limited to, a termination for
"good reason" or without "cause," is applicable, assuming it has occurred (collectively, (i) and (ii) are hereinafter
defined as the "Benefit Triggers"). With regard to employees of the Company and its Subsidiaries other than the
Company U.S. Employees (the "Company Non-U.S. Employees"), there are severance pay plans (some legally
mandated and others Company designed) in many countries around the world which provide severance payments in
the event of termination. To the knowledge of the Company, there are no severance agreements with respect to the
Company Non-U.S. Employees which provide enhanced severance on account of a change in control which would be
triggered by the transactions contemplated hereby. The Company Disclosure Schedule sets forth the aggregate
amounts for the Retirement Plan which will become vested upon a Change of Control. This amount is based on the
1999 Actuarial Reports. In addition, the comparable amounts for Supplement #1 and Supplement #3, calculated as of
July 2000, are also disclosed. To the Company's knowledge, there are no other retirement plans which require
accelerated vesting solely due to the transactions contemplated hereunder. (f) Except as reflected in the Company
Commission Documents filed prior to the date hereof, no Company Benefit Plan provides post-retirement health and
medical, life or other insurance benefits for retired employees of the Company or any of its Subsidiaries. (g) There has
been no amendment to, written interpretation or announcement (whether or not written) by the Company or any of its
Subsidiaries relating to, or change in, employee participation or coverage under, any Company Benefit Plan (other
than a Foreign Company Benefit Plan) which would increase materially the expense of maintaining such Company
Benefit Plan above the level of the expense incurred in respect thereof for the 12 months ended on the Company
Balance Sheet Date. (h) The Company and its Subsidiaries are in compliance in all material respects with all
applicable material federal, state and local laws, rules and regulations respecting employment, employment practices,
labor, terms and conditions of employment and wages and hours, including all civil rights and anti-discrimination
laws, rules and regulations (collectively, "Anti-Discrimination Laws"), and no material work stoppage or slowdown or
labor strike against the Company or any of its Subsidiaries is pending or threatened, nor is the Company or any of its
Subsidiaries involved in or threatened with labor disputes, grievances, or litigation relating to labor matters, including
with respect to Anti-Discrimination Laws, involving classes or alleged classes of persons. A-14 122 SECTION 3.15
Compliance with Laws. Neither the Company nor any of its Subsidiaries is in violation of, or has since January 1,
1998 violated, any applicable provisions of any laws, statutes, ordinances or regulations except for any violations that,
individually or in the aggregate, would not have, or be reasonably likely to have, a Material Adverse Effect on the
Company. SECTION 3.16 Finders' or Advisors' Fees. Except for Credit Suisse First Boston Corporation and Morgan
Stanley & Co. Incorporated, copies of whose engagement agreements have been provided to Parent, there is no
investment banker, broker, finder or other intermediary which has been retained by or is authorized to act on behalf of
the Company or any of its Subsidiaries who might be entitled to any fee or commission in connection with the
transactions contemplated by this Agreement. SECTION 3.17 Environmental Matters. (a) Except as set forth in the
Company Commission Documents filed prior to the date hereof and with such exceptions as, individually or in the
aggregate, would not have, or be reasonably likely to have, a Material Adverse Effect on the Company, (i) no notice,
notification, demand, request for information, citation, summons, complaint or order has been received by, and no
investigation, action, claim, suit, proceeding or review is pending or, to the knowledge of the Company or any of its
Subsidiaries, threatened by any Person against, the Company or any of its Subsidiaries, and no penalty has been
assessed against the Company or any of its Subsidiaries, in each case, with respect to any matters relating to or arising
out of any Environmental Law; (ii) the Company and its Subsidiaries are and have been in compliance with all
Environmental Laws; (iii) there are no liabilities of or relating to the Company or any of its Subsidiaries relating to or
arising out of any Environmental Law of any kind whatsoever, whether accrued, contingent, absolute, determined,
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determinable or otherwise, and there is no existing condition, situation or set of circumstances which could reasonably
be expected to result in such a liability; and (iv) there has been no environmental investigation, study, audit, test,
review or other analysis conducted of which the Company has knowledge in relation to any current or prior business
of the Company or any of its Subsidiaries or any property or facility now or previously owned, leased or operated by
the Company or any of its Subsidiaries which has not been delivered to Parent prior to the date hereof. (b) For
purposes of this Section 3.17 and Section 4.17, the term "Environmental Laws" means federal, state, local and foreign
statutes, laws (including, without limitation, common law), judicial decisions, regulations, ordinances, rules,
judgments, orders, codes, injunctions, permits, governmental agreements or governmental restrictions relating to
human health and safety, the environment or to pollutants, contaminants, wastes, or chemicals. SECTION 3.18
Opinion of Financial Advisor. The Company has received the opinion of Credit Suisse First Boston Corporation to the
effect that, as of the date of such opinion, the Exchange Ratio is fair from a financial point of view to the holders of
shares of Company Common Stock, and as of the date hereof such opinion has not been withdrawn. SECTION 3.19
Pooling; Tax Treatment. (a) The Company intends that the Merger be accounted for under the "pooling of interests"
method under the requirements of Opinion No. 16 (Business Combinations) of the Accounting Principles Board of the
American Institute of Certified Public Accountants, the Financial Accounting Standards Board, and the rules and
regulations of the Commission. (b) Neither the Company nor any of its affiliates has taken or agreed to take any action
or is aware of any fact or circumstance with respect to the Company that would prevent the Merger from qualifying (i)
for "pooling of interests" accounting treatment as described in (a)above or (ii) as a reorganization within the meaning
of Section 368 of the Code (a "368 Reorganization"). (c) Immediately after the execution of this Agreement, the
Company will terminate all stock repurchase programs (provided that the Company shall be permitted to effect the
redemption contemplated by Section 5.3). A-15 123 SECTION 3.20 Pooling Letter. The Company has received a
letter from Arthur Andersen LLP dated as of October 15, 2000 and addressed to the Company, a copy of which has
been delivered to Parent, stating that Arthur Andersen LLP concurs with the Company management's conclusion that,
as of October 15, 2000, the Company is eligible to participate in a transaction accounted for as a "pooling of interests"
under Opinion 16 (Business Combination) of the Accounting Principles Board of the American Institute of Certified
Public Accountants and the rules and regulations of the Commission. SECTION 3.21 Takeover Statutes. The Board of
Directors of the Company has taken the necessary action to render section 203 of the Delaware Law, any other
potentially applicable antitakeover or similar statute or regulation and the supermajority voting provisions of Article
XIII of the Company's certificate of incorporation and Article VII of the Company's by-laws inapplicable to this
Agreement and the Company Option Agreement and the transactions contemplated hereby and thereby. SECTION
3.22 Stockholder Rights Plan. The Board of Directors of the Company has resolved to, and the Company promptly
after execution of this Agreement will, take all action necessary to render the rights issued pursuant to the terms of the
Company Rights Agreement inapplicable to the Merger, this Agreement, the Company Option Agreement and the
other transactions contemplated hereby and thereby. SECTION 3.23 Joint Ventures. To the knowledge of the
Company, the audited consolidated financial statements of each of Equilon Enterprises LLC and Motiva Enterprises
LLC (the "Joint Ventures") for the years ended and at December 31, 1999 and 1998 (including the notes thereto)
previously furnished by the Company to Parent present fairly, in all material respects, the consolidated financial
position of the applicable Joint Venture as of the dates thereof and the consolidated results of operations and their cash
flows for the periods then ended, in each case in conformity with GAAP applied on a consistent basis (except as may
be indicated in the notes thereto). To the knowledge of the Company, neither Joint Venture nor any of its Subsidiaries
is subject to any liabilities of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or
otherwise, other than: (a) liabilities disclosed or provided for in the respective consolidated balance sheets at
December 31, 1999 of the applicable Joint Venture included in the audited consolidated financial statements referred
to above, (b) liabilities which, individually or in the aggregate, would not have, or be reasonably likely to have, a
Material Adverse Effect on the Company, and (c) liabilities disclosed in the Company Commission Documents filed
prior to the date of this Agreement. To the knowledge of the Company, since December 31, 1999, the Joint Ventures
have conducted their respective businesses in the ordinary course. ARTICLE 4 REPRESENTATIONS,
WARRANTIES AND COVENANTS OF PARENT Parent represents and warrants to the Company that (except as set
forth in the disclosure schedules delivered by Parent to the Company simultaneously with the execution of this
Agreement (the "Parent Disclosure Schedules")): SECTION 4.1 Corporate Existence and Power. Each of Parent and
Merger Subsidiary is a corporation duly incorporated, validly existing and in good standing under the laws of the State
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of Delaware and has all corporate powers and all governmental licenses, authorizations, consents and approvals
required to carry on its business as now conducted, except for those the absence of which would not, individually or in
the aggregate, have, or be reasonably likely to have, a Material Adverse Effect on Parent. Parent is duly qualified to do
business as a foreign corporation and is in good standing in each jurisdiction where the character of the property
owned or leased by it or the nature of its activities makes such qualification necessary, except for those jurisdictions
where the failure to be so qualified would not, individually or in the aggregate, have, or be reasonably likely to have, a
Material Adverse Effect on Parent. Since the date of its incorporation, Merger Subsidiary has not engaged in any
activities other than in connection with or as contemplated by this Agreement. Parent has heretofore delivered to the
Company true and complete copies of Parent's and Merger Subsidiary's certificate of incorporation and by-laws as
currently in effect. A-16 124 SECTION 4.2 Corporate Authorization. (a) The execution, delivery and performance by
Parent and Merger Subsidiary of this Agreement, and by Parent of the Option Agreements, and the consummation by
Parent and Merger Subsidiary of the transactions contemplated hereby and thereby are within the corporate powers of
Parent and Merger Subsidiary and have been duly authorized by all necessary corporate action, except for the required
approval of Parent's stockholders of (i) the Name Change Amendment (the "Name Change Amendment Approval")
and (ii) the issuance of Parent Common Stock (the "Common Stock Issuance") in accordance with the rules and
regulations of the NYSE (the "Common Stock Issuance Approval", together with the Name Change Amendment
Approval, the "Parent Stockholder Approvals")) in each case, in connection with the Merger. The affirmative vote of
holders of at least a majority of the outstanding shares of Parent Common Stock in favor of the Name Change
Amendment is the only vote of the holders of any of the Parent's capital stock necessary in connection with obtaining
the Name Change Amendment. The affirmative vote in favor of the Common Stock Issuance of a majority of the
votes cast with respect to the Common Stock Issuance by the holders of Parent Common Stock (provided that the total
number of the votes cast in favor of or against the Common Stock Issuance represents at least a majority of the
outstanding shares of Parent Common Stock) is the only vote of the holders of any of Parent's capital stock necessary
in connection with obtaining the Common Stock Issuance Approval. Assuming due authorization, execution and
delivery of this Agreement and the Option Agreements by the Company, this Agreement constitutes a valid and
binding agreement of each of Parent and Merger Subsidiary and each Option Agreement constitutes a valid and
binding agreement of Parent, in each case enforceable against such party in accordance with its terms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization, moratorium and similar laws of general applicability
relating to or affecting creditors' rights and to general equity principles. The shares of Parent Common Stock issued
pursuant to the Merger, when issued in accordance with the terms hereof, will be duly authorized, validly issued, fully
paid and nonassessable and not subject to preemptive rights. (b) Parent's Board of Directors, at a meeting duly called
and held on or prior to the date hereof, has (i) determined that this Agreement and the Option Agreements and the
transactions contemplated hereby and thereby (including the Merger) are fair to and in the best interests of Parent's
stockholders (and, in the case of the Name Change Amendment, declaring its advisability), (ii) approved this
Agreement and the Option Agreements and the transactions contemplated hereby and thereby (including the Merger
and the Common Stock Issuance), and (iii) resolved (subject to Section 6.4) to recommend approval by Parent's
stockholders of the matters constituting the Parent Stockholder Approvals. SECTION 4.3 Governmental
Authorization. The execution, delivery and performance by Parent and Merger Subsidiary of this Agreement, and by
Parent of the Option Agreements, and the consummation by Parent and Merger Subsidiary of the transactions
contemplated hereby and thereby require no action by or in respect of, or filing with, any governmental body, agency,
official or authority other than (a) the filing of a certificate of merger and a certificate of amendment to Parent's
certificate of incorporation, in each case in accordance with Delaware Law, (b) compliance with any applicable
requirements of the HSR Act, (c) compliance with any applicable requirements of the EC Merger Regulation, (d)
compliance with any applicable requirements of laws, rules and regulations in other foreign jurisdictions governing
antitrust or merger control matters, (e) compliance with any applicable requirements of the Exchange Act, (f)
compliance with any applicable requirements of the Securities Act and (g) other actions or filings which if not taken
or made would not, individually or in the aggregate, have, or be reasonably likely to have, a Material Adverse Effect
on Parent or prevent or materially delay Parent's and Merger Subsidiary's consummation of the Merger. SECTION 4.4
Non-Contravention. The execution, delivery and performance by Parent and Merger Subsidiary of this Agreement,
and by Parent of the Option Agreements, and the consummation by Parent and Merger Subsidiary of the transactions
contemplated hereby and thereby do not and will not, assuming compliance with the matters referred to in Sections
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4.2 and 4.3, (a) contravene or conflict with the certificate of incorporation or by-laws of Parent or Merger Subsidiary,
(b) contravene or conflict with or constitute a violation of any provision of any law, regulation, judgment, injunction,
order or decree binding upon or applicable to Parent or any of its Subsidiaries, (c) constitute a default under or give
rise to any right of A-17 125 termination, cancellation or acceleration of any right or obligation of Parent or any of its
Subsidiaries or to a loss of any benefit to which Parent or any of its Subsidiaries is entitled under any provision of any
agreement, contract or other instrument binding upon Parent or any of its Subsidiaries or any license, franchise, permit
or other similar authorization held by Parent or any of its Subsidiaries or (d) result in the creation or imposition of any
Lien on any asset of Parent or any of its Subsidiaries, except for such contraventions, conflicts or violations referred to
in clause (b) or defaults, rights of termination, cancellation or acceleration, or losses or Liens referred to in clause (c)
or (d) that would not, individually or in the aggregate, have, or be reasonably likely to have, a Material Adverse Effect
on Parent. Neither Parent nor any Subsidiary of Parent is a party to any agreement that expressly limits the ability of
Parent or any Subsidiary of Parent to compete in or conduct any line of business or compete with any Person or in any
geographic area or during any period of time except to the extent that any such limitation, individually or in the
aggregate, would not have, or be reasonably likely to have, a Material Adverse Effect on Parent. SECTION 4.5
Capitalization. The authorized capital stock of Parent consists of 2,000,000,000 shares of Parent Common Stock, and
100,000,000 shares of preferred stock, par value $1.00 per share (of which 5,000,000 are designated Series A
Participating Preferred Stock, and the remaining shares of such preferred stock are not subject to any designation). As
of the close of business on September 30, 2000, there were outstanding 642,411,517 shares of Parent Common Stock,
no shares of Series A Participating Preferred Stock (all of which are reserved for issuance in accordance with the
Parent Rights Agreement pursuant to which Parent has issued Parent Rights), and no other shares of capital stock or
other voting securities of Parent. All outstanding shares of capital stock of Parent have been duly authorized and
validly issued and are fully paid and nonassessable. As of September 30, 2000, there were outstanding (i) options to
purchase 11,320,461 shares of Parent Common Stock and (ii) other stock-based awards (other than shares of restricted
stock or other equity-based awards included in the number of shares of Parent Common Stock outstanding set forth
above) with respect to 1,475,291 shares of Parent Common Stock. Except as set forth in this Section 4.5 and except
for changes since the close of business on September 30, 2000 resulting from the exercise of employee stock options
outstanding on such date or options or other stock-based awards granted or securities issued as permitted by Section
6.1 and except for the shares to be issued in connection with the Merger, there are outstanding (a) no shares of capital
stock or other voting securities of Parent, and (b) except for securities issuable pursuant to compensation plans or
arrangements, including options issued pursuant to Parent stock option plans and performance units of Parent
convertible into Parent Common Stock and the option granted pursuant to the Parent Option Agreement, (i) no
options, warrants or other rights to acquire from Parent any capital stock, voting securities or securities convertible
into or exchangeable for capital stock or voting securities of Parent, and (ii) no preemptive or similar rights,
subscription or other rights, convertible securities, agreements, arrangements, or commitments of any character,
relating to the capital stock of Parent, obligating Parent to issue, transfer or sell any capital stock, voting security or
securities convertible into or exchangeable for capital stock or voting securities of Parent or obligating Parent to grant,
extend or enter into any such option, warrant, subscription or other right, convertible security, agreement, arrangement
or commitment (the items in clauses 4.5(a), 4.5(b) and 4.5(c) being referred to collectively as the "Parent Securities").
Except as required by the terms of any employee or director options or other stock based awards and or as permitted
by 6.1(e), there are no outstanding obligations of Parent or any of its Subsidiaries to repurchase, redeem or otherwise
acquire any Parent Securities. SECTION 4.6 Subsidiaries. (a) Each Subsidiary of Parent is duly organized, validly
existing and in good standing under the laws of its jurisdiction of organization, has all powers and all governmental
licenses, authorizations, permits, consents and approvals required to carry on its business as now conducted, except
for those the absence of which would not, individually or in the aggregate, have, or be reasonably likely to have, a
Material Adverse Effect on Parent. Each Subsidiary of Parent is duly qualified to do business and is in good standing
in each jurisdiction where the character of the property owned or leased by it or the nature of its activities makes such
qualifications necessary, except for those jurisdictions where failure to be so qualified would not, individually or in
the aggregate, have, or be reasonably likely to have, a Material Adverse Effect on Parent. All Significant A-18 126
Subsidiaries of Parent and their respective jurisdictions of incorporation are identified in Section 4.6(a) of the Parent
Disclosure Schedule. (b) Except for directors' qualifying shares and except as set forth in the Parent 10-K, all of the
outstanding capital stock of, or other ownership interests in, each Significant Subsidiary of Parent is owned by Parent,
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directly or indirectly, free and clear of any material Lien and free of any other material limitation or restriction
(including any restriction on the right to vote, sell or otherwise dispose of such capital stock or other ownership
interests). There are no outstanding (i) securities of Parent or any of its Subsidiaries convertible into or exchangeable
for shares of capital stock or other voting securities or ownership interests in any Significant Subsidiary of Parent, or
(ii) options, warrants or other rights to acquire from Parent or any of its Significant Subsidiaries any capital stock,
voting securities or other ownership interests in, or any securities convertible into or exchangeable for any capital
stock, voting securities or ownership interests in, any Significant Subsidiary of Parent, and no preemptive or similar
rights, subscriptions or other rights, convertible securities, agreements, arrangements or commitments of any
character, relating to the capital stock of any Significant Subsidiary of Parent, obligating Parent or any of its
Significant Subsidiaries to issue, transfer or sell, any capital stock, voting securities or other ownership interests in, or
any securities convertible into or exchangeable for any capital stock, voting securities or ownership interests in, any
Significant Subsidiary of Parent or obligating Parent or any Significant Subsidiary of Parent to grant, extend or enter
into any such option, warrant, subscription or other right, convertible security, agreement, arrangement or
commitment (items in clauses 4.6(b)(i) and 4.6(b)(ii) being referred to collectively as the "Parent Subsidiary
Securities"). There are no outstanding obligations of Parent or any of its Subsidiaries to repurchase, redeem or
otherwise acquire any outstanding Parent Subsidiary Securities. SECTION 4.7 Commission Filings. (a) Parent has
made available to the Company (i) its annual reports on Form 10-K for its fiscal years ended December 31, 1997,
1998 and 1999, (ii) its quarterly reports on Form 10-Q for its fiscal quarters ended after December 31, 1999, (iii) its
proxy or information statements relating to meetings of, or actions taken without a meeting by, the stockholders of
Parent held since December 31, 1999, and (iv) all of its other reports, statements, schedules and registration statements
filed with the Commission since December 31, 1999 (the documents referred to in this Section 4.7(a) being referred to
collectively as the "Parent Commission Documents"). Parent's annual report on Form 10-K for its fiscal year ended
December 31, 1999 is referred to herein as the "Parent 10-K". (b) As of its filing date, each Parent Commission
Document complied as to form in all material respects with the applicable requirements of the Exchange Act and the
Securities Act. (c) As of its filing date, each Parent Commission Document filed pursuant to the Exchange Act did not
contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements made therein, in the light of the circumstances under which they were made, not misleading. (d) Each
registration statement, as amended or supplemented, if applicable, filed by Parent since January 1, 1997 pursuant to
the Securities Act as of the date such statement or amendment became effective did not contain any untrue statement
of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements
therein not misleading. SECTION 4.8 Financial Statements. The audited consolidated financial statements and
unaudited consolidated interim financial statements of Parent (including any related notes and schedules) included in
the annual reports on Form 10-K and the quarterly reports on Form 10-Q referred to in Section 4.7 present fairly, in all
material respects, the consolidated financial position of Parent and its Subsidiaries as of the dates thereof and the
consolidated results of their operations and their cash flows for the periods then ended (subject to normal year-end
adjustments and the absence of notes in the case of any unaudited interim financial statements), in each case in
conformity with GAAP applied on a consistent basis (except as may be indicated in the notes thereto). For purposes of
this Agreement, "Parent Balance Sheet" means the consolidated balance sheet of Parent as of December 31, 1999 set
forth in the Parent 10-K and "Parent Balance Sheet Date" means December 31, 1999. A-19 127 SECTION 4.9
Disclosure Documents. (a) The proxy statement of Parent (the "Parent Proxy Statement") to be filed with the
Commission in connection with the Merger and the Registration Statement on Form S-4 of Parent (the "Form S-4") to
be filed under the Securities Act relating to the issuance of Parent Common Stock in the Merger, and any amendments
or supplements thereto, will, when filed, subject to the last sentence of Section 4.9(b), comply as to form in all
material respects with the applicable requirements of the Securities Act and the Exchange Act. (b) Neither the Parent
Proxy Statement nor any amendment or supplement thereto, will, at the date the Parent Proxy Statement or any such
amendment or supplement is first mailed to stockholders of Parent or at the time such stockholders vote on the matters
constituting the Parent Stockholder Approval, contain any untrue statement of a material fact or omit to state any
material fact necessary in order to make the statements therein, in light of the circumstances under which they were
made, not misleading. Neither the Form S-4 nor any amendment or supplement thereto will at the time it becomes
effective under the Securities Act or at the Effective Time contain any untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to make the statements therein not misleading. No
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representation or warranty is made by Parent in this Section 4.9 with respect to statements made or incorporated by
reference therein based on information supplied by the Company for inclusion or incorporation by reference in the
Parent Proxy Statement or the Form S-4. (c) None of the information supplied or to be supplied by Parent for
inclusion or incorporation by reference in the Company Proxy Statement or any amendment or supplement thereto
will, at the date the Company Proxy Statement or any amendment or supplement thereto is first mailed to stockholders
of Company or at the time such stockholders vote on the adoption and approval of this Agreement and the transactions
contemplated hereby, contain any untrue statement of a material fact or omit to state any material fact necessary in
order to make the statements therein, in light of the circumstances under which they were made, not misleading.
SECTION 4.10 Absence of Certain Changes. Except as disclosed in the Parent Commission Documents filed prior to
the date of this Agreement, or except as is not prohibited after the date hereof by Section 6.1 (or as is otherwise
permitted by Section 6.1), since the Parent Balance Sheet Date, Parent and its Subsidiaries have conducted their
business in the ordinary course consistent with past practice and there has not been: (a) any event, occurrence or
development of a state of circumstances or facts which, individually or in the aggregate, has had, or would be
reasonably likely to have, a Material Adverse Effect on Parent; or (b) any declaration, setting aside or payment of any
dividend or other distribution with respect to any shares of capital stock of Parent (other than regular quarterly cash
dividends payable by Parent (x) consistent with past practice (including periodic dividend increases consistent with
past practice) and (y) that are not special dividends), or any repurchase, redemption or other acquisition by Parent or
any of its wholly owned Subsidiaries of any outstanding shares of capital stock or other equity securities of, or other
ownership interests in, Parent or any of its Significant Subsidiaries (other than any such repurchases prior to the date
hereof pursuant to Parent's publicly announced stock buyback program or, after the date hereof, as permitted under
Section 6.1(e), or pursuant to the terms of employee and director stock options); or (c) any change prior to the date
hereof in any method of accounting or accounting practice (other than any change for tax purposes) by Parent or any
of its Subsidiaries, except for any such change which is not material or which is required by reason of a concurrent
change in GAAP; or (d) any transaction or commitment made, or any contract, agreement or settlement entered into,
by (or judgment, order or decree affecting) Parent or any of its Subsidiaries relating to its assets or business (including
the acquisition or disposition of any assets) or any relinquishment by Parent or any of its Subsidiaries of any contract
or other right, in either case, material to Parent and its Subsidiaries taken as a whole, other than transactions,
commitments, contracts, agreements or settlements (including without limitation settlements of litigation and tax
proceedings) in the ordinary course of business consistent with past practice, those contemplated by this Agreement,
or as agreed to in writing by the Company; A-20 128 (e) any amendment of any material term of any outstanding
security of Parent or any of its Significant Subsidiaries; or (f) any (i) Tax election made or changed, (ii) audit settled,
or (iii) amended Tax return filed, in each case, that is reasonably likely to result in a Tax liability material to Parent
and its Subsidiaries, taken as a whole. SECTION 4.11 No Undisclosed Material Liabilities. There are no liabilities of
the Parent or any Subsidiary of the Parent of any kind whatsoever, whether accrued, contingent, absolute, determined,
determinable or otherwise, other than: (a) liabilities disclosed or provided for in the Parent Balance Sheet or in the
notes thereto; (b) liabilities which, individually or in the aggregate, would not have, or be reasonably likely to have, a
Material Adverse Effect on Parent; (c) liabilities disclosed in the Parent Commission Documents filed prior to the date
of this Agreement; and (d) liabilities under this Agreement. SECTION 4.12 Litigation. Except as disclosed in the
Parent Commission Documents filed prior to the date of this Agreement, there is no action, suit, investigation or
proceeding pending against, or to the knowledge of Parent threatened against or affecting, Parent or any of its
Subsidiaries or any of their respective properties or any of their respective officers or directors before any court or
arbitrator or any governmental body, agency or official except as would not, individually or in the aggregate, have, or
be reasonably likely to have, a Material Adverse Effect on Parent. SECTION 4.13 Taxes. Except as set forth in the
Parent Balance Sheet (including the notes thereto) and except as would not, individually or in the aggregate, have, or
be reasonably likely to have, a Material Adverse Effect on Parent, (i) all Parent Tax Returns required to be filed with
any taxing authority by, or with respect to, Parent and its Subsidiaries have been filed in accordance with all
applicable laws; (ii) Parent and its Subsidiaries have timely paid all Taxes shown as due and payable on Parent Tax
Returns that have been so filed, and, as of the time of filing, the Parent Tax Returns correctly reflected the facts
regarding the income, business, assets, operations, activities and the status of Parent and its Subsidiaries (other than
Taxes which are being contested in good faith and for which adequate reserves are reflected on the Parent Balance
Sheet); (iii) Parent and its Subsidiaries have made provision for all Taxes payable by Parent and its Subsidiaries for
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which no Parent Tax Return has yet been filed; (iv) the charges, accruals and reserves for Taxes with respect to Parent
and its Subsidiaries reflected on the Parent Balance Sheet are adequate under GAAP to cover the Tax liabilities
accruing through the date thereof; (v) there is no action, suit, proceeding, audit or claim now proposed or pending
against or with respect to Parent or any of its Subsidiaries in respect of any Tax where there is a reasonable possibility
of an adverse determination; and (vi) to the best of Parent's knowledge and belief, neither Parent nor any of its
Subsidiaries is liable for any Tax imposed on any entity other than such Person, except as the result of the application
of Treas. Reg. section 1.1502-6 (and any comparable provision of the tax laws of any state, local or foreign
jurisdiction) to the affiliated group of which Parent is the common parent. SECTION 4.14 Employee Benefit Plans.
(a) Parent has provided the Company with a list (set forth in Section 4.14(c) of the Parent Disclosure) identifying each
material "employee benefit plan," as defined in section 3(3) of ERISA, each material management, consulting,
non-compete, employment, severance or similar contract, plan, arrangement or policy applicable to any director,
former director, employee or former employee of Parent and each material plan, program, policy, agreement or
arrangement (written or oral), providing for compensation, bonuses, profit-sharing, stock option or other stock related
rights or other forms of incentive or deferred compensation, vacation benefits, insurance coverage (including any
self-insured arrangements), health or medical benefits, disability benefits, workers' compensation, supplemental
unemployment benefits, severance benefits and post-employment or retirement benefits (including compensation,
pension, health, medical or life insurance A-21 129 benefits) or other employee benefits of any kind, whether funded
or unfunded which is maintained, administered or contributed to by Parent or any Subsidiary and covers any employee
or director or former employee or director of Parent, or under which Parent or any Subsidiary has any liability,
contingent or otherwise; provided however, that such list need not include any Parent Benefit Plan that constitutes a
Foreign Parent Benefit Plan (as defined below). The material plans, agreement or arrangements of the Parent and its
Subsidiaries referred to in the first sentence of this paragraph (a) (excluding any such plan that is a "multiemployer
plan," as defined in section 3(37) of ERISA, but including Foreign Parent Benefit Plans) are referred to collectively
herein as the "Parent Benefit Plans." "Foreign Parent Benefit Plan" means any Parent Benefit Plan of Parent or any of
its Subsidiaries that is governed by the laws of any jurisdiction other than the United States. To the extent practicable,
Parent shall provide and deliver to the Company a list of Foreign Parent Benefit Plans as soon as practicable. (b) Each
Parent Benefit Plan has been established and maintained in compliance with its terms and with the requirements
prescribed by any and all statutes, orders, rules and regulations (including but not limited to, to the extent applicable,
ERISA and the Code) which are applicable to such Plan, except where failure to so comply would not, individually or
in the aggregate, have, or be reasonably likely to have, a Material Adverse Effect on Parent. (c) Neither Parent nor any
affiliate of Parent has incurred a liability under Title IV of ERISA that has not been satisfied in full, and no condition
exists that presents a material risk to Parent or any affiliate of Parent of incurring any such liability other than liability
for premiums due the Pension Benefit Guaranty Corporation (which premiums have been paid when due). (d) Each
Parent Benefit Plan which is intended to be qualified under section 401(a) of the Code is so qualified and has been so
qualified during the period from its adoption to date, and each trust forming a part thereof is exempt from federal
income tax pursuant to section 501(a) of the Code and, to the knowledge of Parent, no circumstances exist which will
adversely affect such qualification or exemption. (e) No director, officer or other employee of Parent will become
entitled to any severance or similar benefit or enhanced or accelerated benefit solely as a result of obtaining the Parent
Stockholder Approval or otherwise as a result of the transactions contemplated hereby. (f) Except as reflected in the
Parent Commission Documents filed prior to the date hereof, no Parent Benefit Plan provides post-retirement health
and medical, life or other insurance benefits for retired employees of Parent or any of its Subsidiaries. (g) There has
been no amendment to, written interpretation or announcement (whether or not written) by Parent, any Subsidiary or
any of its affiliates relating to, or change in employee participation or coverage under, any Parent Benefit Plan (other
than a Foreign Parent Benefit Plan) which would increase materially the expense of maintaining such Parent Benefit
Plan above the level of the expense incurred in respect thereof for the 12 months ended on the Parent Balance Sheet
Date. (h) Parent and its Subsidiaries are in compliance in all material respects with all applicable material federal,
state and local laws, rules and regulations respecting employment, employment practices, labor, terms and conditions
of employment and wages and hours, including Anti-Discrimination Laws, and no material work stoppage or
slowdown or labor strike against Parent or any of its Subsidiaries is pending or threatened, nor is Parent or any of its
Subsidiaries involved in or threatened with labor disputes, grievances or litigation relating to labor matters involving
any employees, including with respect to Anti-Discrimination Laws, involving classes or alleged classes of persons.
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SECTION 4.15 Compliance with Laws. Neither Parent nor any of its Subsidiaries is in violation of, or has since
January 1, 1998 violated, any applicable provisions of any laws, statutes, ordinances or regulations except for any
violations that, individually or in the aggregate, would not have, or be reasonably likely to have, a Material Adverse
Effect on Parent. SECTION 4.16 Finders' or Advisors' Fees. Except for Lehman Brothers Inc., whose fees will be paid
by Parent, there is no investment banker, broker, finder or other intermediary which has been retained by or is A-22
130 authorized to act on behalf of Parent or any of its Subsidiaries who might be entitled to any fee or commission in
connection with the transactions contemplated by this Agreement. SECTION 4.17 Environmental Matters. Except as
set forth in the Parent Commission Documents filed prior to the date hereof and with such exceptions as, individually
or in the aggregate, would not have, or be reasonably likely to have, a Material Adverse Effect on Parent, (i) no notice,
notification, demand, request for information, citation, summons, complaint or order has been received by, and no
investigation, action, claim, suit, proceeding or review is pending or, to the knowledge of Parent or any of its
Subsidiaries, threatened by any Person against, Parent or any of its Subsidiaries, and no penalty has been assessed
against Parent or any of its Subsidiaries, in each case, with respect to any matters relating to or arising out of any
Environmental Law; (ii) Parent and its Subsidiaries are and have been in compliance with all Environmental Laws;
(iii) there are no liabilities of or relating to Parent or any of its Subsidiaries relating to or arising out of any
Environmental Law of any kind whatsoever, whether accrued, contingent, absolute, determined, determinable or
otherwise, and there is no existing condition, situation or set of circumstances which could reasonably be expected to
result in such a liability; and (iv) there has been no environmental investigation, study, audit, test, review or other
analysis conducted of which Parent has knowledge in relation to any current or prior business of Parent or any of its
Subsidiaries or any property or facility now or previously owned, leased or operated by Parent or any of its
Subsidiaries which has not been delivered to the Company prior to the date hereof. SECTION 4.18 Opinion of
Financial Advisor. Parent has received the opinion of Lehman Brothers Inc. to the effect that, as of the date of such
opinion, the exchange ratio to be paid by Parent in the Merger is fair, from a financial point of view, to Parent, and, as
of the date hereof, such opinion has not been withdrawn. SECTION 4.19 Pooling; Tax Treatment. (a) Parent intends
that the Merger be accounted for as a "pooling of interests" as described in Section 3.19(a). (b) Neither Parent nor any
of its affiliates has taken or agreed to take any action or is aware of any fact or circumstance that would prevent the
Merger from qualifying (i) for "pooling of interests" accounting treatment as described in Section 3.19(a) or (ii) as a
368 Reorganization. (c) Immediately after execution of this Agreement, Parent will terminate all stock repurchase
programs. SECTION 4.20 Pooling Letter. Parent has received a letter from PricewaterhouseCoopers LLP dated as of
October 15, 2000 and addressed to Parent, a copy of which has been delivered to the Company, stating that based on
the information furnished to PricewaterhouseCoopers LLP in the related certificate of Parent's management and based
on the letter from Arthur Andersen LLP referenced in Section 3.20, PricewaterhouseCoopers LLP concurs with Parent
management's conclusion that, as of October 15, 2000, no conditions exist that would preclude Parent's accounting for
the Merger as a pooling of interests, and such letter has not been withdrawn or modified in any material respect as of
the date hereof. SECTION 4.21 Takeover Statutes. The Board of Directors of Parent has (i) taken the necessary action
to render section 203 of the Delaware Law and any other potentially applicable antitakeover or similar statute or
regulation inapplicable to this Agreement and the Parent Option Agreement and the transactions contemplated hereby
and thereby and (ii) has resolved to, and promptly after the execution of this Agreement will, take the necessary action
to render the supermajority voting provisions of Article VII of Parent's Certificate of Incorporation inapplicable to this
Agreement and the Parent Option Agreement and the transactions contemplated hereby and thereby. SECTION 4.22
Stockholder Rights Plan. The Board of Directors of Parent has resolved to, and Parent promptly after execution of this
Agreement will, take all action necessary to render the rights issued pursuant to the terms of the Parent Rights
Agreement inapplicable to the Merger, this Agreement, the Parent Option Agreement and the other transactions
contemplated hereby and thereby. A-23 131 ARTICLE 5 COVENANTS OF THE COMPANY The Company agrees
that: SECTION 5.1 Conduct of the Company. From the date of this Agreement until the Effective Time, the Company
and its Subsidiaries shall conduct their business in the ordinary course consistent with past practice and in a manner
not representing a new strategic direction for the Company and its Subsidiaries and shall use their reasonable best
efforts to preserve intact their business organizations and relationships with third parties. Without limiting the
generality of the foregoing, except with the prior written consent of Parent or as contemplated by this Agreement or as
set forth in the Company Disclosure Schedule, from the date hereof until the Effective Time: (a) the Company will
not, and will not permit any of its Significant Subsidiaries to, adopt or propose any change in its certificate of
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incorporation or by-laws, except that any Significant Subsidiary may make any changes that would not adversely
affect the rights of the Company, Parent or its stockholders under this Agreement, the transactions contemplated by
this Agreement, or the rights of holders of Company Common Stock; (b) the Company will not, and will not permit
any Significant Subsidiary of the Company to, adopt a plan or agreement of complete or partial liquidation,
dissolution, merger, consolidation, restructuring, recapitalization or other material reorganization of the Company or
any of its Significant Subsidiaries (other than a merger or consolidation between its wholly owned Subsidiaries, and
immaterial recapitalizations of Significant Subsidiaries); (c) the Company will not, and will not permit any Subsidiary
of the Company to, issue, sell, transfer, pledge, dispose of or encumber any shares of, or securities convertible into or
exchangeable for, or options, warrants, calls, commitments or rights of any kind to acquire, any shares of capital stock
of any class or series of the Company or its Subsidiaries other than (i) issuances pursuant to the exercise of convertible
securities outstanding on the date hereof or issuances pursuant to stock based awards or options that are outstanding
on the date hereof and are reflected in Section 3.5 or are granted in accordance with clause 5.1(c)(ii), (ii) additional
options or stock-based awards to acquire shares of Company Common Stock granted under the terms of any Company
Stock Option Plan as in effect on the date hereof in the ordinary course consistent with past practice, (iii) issuances of
such securities as consideration in acquisition transactions permitted by Section 5.1(i) and Section 5.1(l), provided that
the aggregate value of all such securities issued pursuant to this clause 5.1(c)(iii) in any period of any twelve
consecutive months following the date of this Agreement shall in no event exceed $100 million, and that the value of
any securities issued in connection with any acquisition transaction or a series of related acquisition transactions
permitted by Section 5.1(i) and Section 5.1(l) shall in no event exceed $25 million (valued, in each case, at the fair
market value of such securities as of the date of the agreement to issue such securities) and such securities shall be
issued only to the extent consistent with Section 7.4, (iv) transfers or issuances of shares of any Subsidiary of the
Company to the Company or any of its wholly-owned Subsidiaries, and (v) where required by applicable law,
issuances of director qualifying shares in jurisdictions other than the United States; (d) the Company will not, and will
not permit any Subsidiary of the Company to, (i) split, combine, subdivide or reclassify its outstanding shares of
capital stock, or (ii) declare, set aside or pay any dividend or other distribution payable in cash, stock or property with
respect to its capital stock other than, subject to Section 7.9, (x) regular quarterly cash dividends payable by the
Company, or regular periodic cash or other required dividends payable by any Subsidiary of the Company, in each
case (1) consistent with past practice (including periodic dividend increases consistent with past practice) and (2) that
are not special dividends, unless, in either case, required to be paid under an applicable agreement in effect as of the
date of this Agreement, (y) any required dividends on the Market Auction Preferred Stock or (z) dividends paid by
any Subsidiary of the Company to the Company or any wholly owned Subsidiary of the Company; A-24 132 (e) the
Company will not, and will not permit any Subsidiary of the Company to, redeem, purchase or otherwise acquire
directly or indirectly any of the Company's or any Subsidiary's capital stock, except for repurchases, redemptions or
acquisitions (x) required by the terms of its capital stock or any securities outstanding on the date hereof or required
under Section 5.3, (y) required by or in connection with the respective terms, as of the date hereof, of any Company
Stock Option Plan or any dividend reinvestment plan as in effect on the date hereof in the ordinary course of the
operations of such plan consistent with past practice and only to the extent consistent with Section 7.4 or (z) effected
in the ordinary course consistent with past practice and only to the extent consistent with Section 7.4; (f) the Company
will not amend the terms (including the terms relating to accelerating the vesting or lapse of repurchase rights or
obligations) of any outstanding options to purchase shares of Company Common Stock (which, it is understood, will
not limit the administration of the relevant plans in accordance with past practices and interpretations of the
Company's Board and the Company's Compensation Committee to the extent consistent with Section 7.4); (g) the
Company will not, and will not permit any Subsidiary of the Company to, (x) make or commit to make any capital
expenditure in 2000 except within the aggregate amount of the capital expenditure budget for 2000 heretofore
furnished to Parent (the "Company 2000 Capital Expenditure Budget"), (y) make or commit to make any capital
expenditure in 2001 except within a Company 2001 Permitted Capital Expenditure Budget or (z) make or commit to
make any capital expenditure in 2002 except within a Company 2002 Permitted Capital Expenditure Budget. A
"Company 2001 Permitted Capital Expenditure Budget" means any capital expenditure budget of the Company for
2001 adopted by the board of directors of the Company in the ordinary course of business so long as the aggregate
amount of capital expenditures for 2001 provided for therein does not exceed 120% of the aggregate amount of capital
expenditures provided for in the Company 2000 Capital Expenditure Budget. "Company 2002 Permitted Capital
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Expenditure Budget" means any capital expenditure budget of the Company for 2002 adopted by the board of
directors of the Company in the ordinary course of business so long as the aggregate amount of capital expenditures
for 2002 provided for therein does not exceed 120% of the aggregate amount of capital expenditures provided for in
the Company 2001 Capital Expenditure Budget; (h) the Company will not, and will not permit any Subsidiary of the
Company to, (1) increase the compensation or benefits of any director, officer or employee, except for normal
increases in the ordinary course of business consistent with past practice or as required under applicable law or any
existing agreement or commitment, or (2) enter into (or adopt) any employment or severance agreement or
arrangement except, with respect to individual non-U.S. payroll employees, in the ordinary course of business
consistent with past practice or as required by applicable law; (i) the Company will not, and will not permit any of its
Subsidiaries to, acquire a material amount of assets or property (as measured with respect to the consolidated assets of
the Company and its Subsidiaries taken as a whole) of any other Person, except in the ordinary course of business
consistent with past practice; (j) except as contemplated by Section 7.1 hereof, the Company will not, and will not
permit any of its Subsidiaries to, sell, lease, license, encumber (including by the grant of any option thereon) or
otherwise dispose of any material assets or property (as measured with respect to the consolidated assets of the
Company and its Subsidiaries taken as a whole) except pursuant to existing contracts or commitments or except in the
ordinary course of business consistent with past practice; (k) except for any such change which is not material or
which is required by reason of a concurrent change in GAAP, the Company will not, and will not permit any
Subsidiary of the Company to, change any method of accounting or accounting practice (other than any change for tax
purposes) used by it; (l) the Company will not, and will not permit any Subsidiary of the Company to, enter into any
material joint venture, partnership or other similar arrangement except in the ordinary course of business, and so long
as such arrangements do not obligate the Company or any Subsidiary to invest assets or resources, or to assume or
incur a liability or loss, in excess of $250 million with respect to any individual A-25 133 mid-stream or downstream
(including power) arrangement or $500 million, with respect to any individual upstream arrangement. The terms
"downstream", "mid-stream" and "upstream" shall have the meanings commonly assigned to them in the oil and gas
industry. (m) the Company will not, and will not permit any of its Subsidiaries to, take any action that would make
any representation or warranty of the Company hereunder inaccurate in any material respect at, or as of any time prior
to, the Effective Time; (n) the Company will not amend or waive any provisions of any standstill agreement; (o) the
Company will not (i) make or change any Tax election, (ii) settle any audit or (iii) file any amended Tax Return, in
each case, that is reasonably likely to result in a Tax liability material to the Company and its Subsidiaries, taken as a
whole; (p) the Company will not, and will not permit any of its Subsidiaries to, enter into any agreement that limits
(other than in an insignificant manner) the ability of the Company or any Subsidiary of the Company, or would limit
(other than in an insignificant manner) the ability of Parent or any Subsidiary of Parent after the Effective Time, to
compete in or conduct any line of business or compete with any Person in any geographic area or during any period;
and (q) the Company will not, and will not permit any of its Subsidiaries to, take any action that would prevent,
materially delay or materially impede the consummation of the Merger; and (r) the Company will not, and will not
permit any of its Subsidiaries to, agree or commit to do any of the foregoing. SECTION 5.2 Company Stockholder
Meeting; Proxy Material. Even if the Board of Directors of Parent shall take any action permitted by the third sentence
of Section 6.4, at such time at which Parent and the Company determine in their reasonable judgment that, within 60
days, the Condition Satisfaction Time will occur, the Company shall cause a meeting of its stockholders (the
"Company Stockholder Meeting") to be duly called and held for the purpose of voting on the approval and adoption of
this Agreement and the Merger; provided that the Company shall not hold the Company Stockholder Meeting, and if
the Company Stockholder Meeting has been called, the Company shall adjourn the Company Stockholder Meeting,
until such time (the "Condition Satisfaction Time") at which, in the reasonable judgment of Parent and the Company,
all conditions to the Closing (other than the condition set forth in Section 8.1(a)) have been satisfied or (to the extent
legally permissible) waived (by the applicable party) or are then capable of being satisfied, including by placing the
Alliance Interests into an irrevocable trust as contemplated by Section 7.1(d)(iii), (assuming that all references to the
Closing Date contained in Sections 8.2(a) and 8.3(a) are deemed to be references to the date of the Condition
Satisfaction Time). Except as provided in the next sentence, the Board of Directors of the Company shall recommend
approval and adoption of this Agreement and the Merger by the Company's stockholders. The Board of Directors of
the Company shall be permitted (i) not to recommend to the Company's stockholders that they give the Company
Stockholder Approval or (ii) to withdraw or modify in a manner adverse to Parent its recommendation to the
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Company's stockholders that they give the Company Stockholder Approval, only if (v) the Company has received a
Superior Proposal (defined in Section 7.10), (w) the Board of Directors of the Company determines in its good faith
judgment, after receiving the advice of outside legal counsel, that, in light of the Superior Proposal, failure to so
withdraw or modify its recommendation would be reasonably likely to be inconsistent with fulfilling its fiduciary duty
to stockholders under applicable law, (x) five business days have elapsed following delivery by the Company to
Parent of written notice advising Parent that the Board of Directors of the Company has resolved to so withdraw or
modify its recommendation, specifying the material terms and conditions of the Superior Proposal and identifying the
Person making the Superior Proposal, (y) the Company has given Parent the opportunity to propose revisions to the
terms of this Agreement in response to the Superior Proposal and negotiated in good faith with Parent with respect to
the proposed revisions, if any, and (z) the Company has complied with its obligations set forth in Section 7.10 in all
material respects; provided, however, that in the case of (i) and (ii) above, the Company shall nevertheless submit this
Agreement and the Merger to the holders of shares of Company Common Stock for approval at the Company
Stockholder Meeting unless this Agreement shall A-26 134 have been terminated in accordance with its terms prior to
the date of the Company Stockholder Meeting. In connection with the Company Stockholder Meeting, the Company
(i) will prepare and file with the Commission, will use its reasonable best efforts to have cleared by the Commission
the Company Proxy Statement and all other materials for the Company Stockholder Meeting, and (ii) will mail to its
stockholders the Company Proxy Statement and all other proxy materials for the Company Stockholder Meeting a
sufficient time prior to the Company Stockholder Meeting as is necessary to comply with applicable law, including
applicable rules and regulations of the Commission, (iii) will use its reasonable best efforts, subject to the immediately
preceding sentence, to obtain the Company Stockholder Approval and (iv) will otherwise comply with all legal
requirements applicable to the Company Stockholder Meeting. SECTION 5.3 Equity Conversion. Prior to the Closing
Date, the Company shall cause each issued and outstanding share of the Market Auction Preferred Stock to be
redeemed for cash (the "Equity Conversion"). SECTION 5.4 Resignation of Company Directors. In order to fulfill the
requirements of Section 2.6 hereof, the Company shall (i) cause each director of the Company to deliver a written
resignation to the Company effective at the Effective Time and (ii) cause the vacancies resulting from such
resignations to be filled by persons who are directors of Merger Subsidiary immediately prior to the Effective Time.
ARTICLE 6 COVENANTS OF PARENT Parent agrees that: SECTION 6.1 Conduct of Parent. From the date of this
Agreement until the Effective Time, Parent and its Subsidiaries shall conduct their business in the ordinary course
consistent with past practice and in a manner not representing a new strategic direction for Parent and its Subsidiaries
and shall use their reasonable best efforts to preserve intact their business organizations and relationships with third
parties. Without limiting the generality of the foregoing, and except with the prior written consent of the Company or
as contemplated by this Agreement or as set forth in the Parent Disclosure Schedule, from the date hereof until the
Effective Time: (a) Parent will not, and will not permit any of its Significant Subsidiaries to, adopt or propose any
change in its certificate of incorporation or by-laws, except as contemplated hereby, and except that any Significant
Subsidiary may make any changes that would not adversely affect the rights of Parent, the Company or its
stockholders under this Agreement, the transactions contemplated by this Agreement, or the rights of holders of Parent
Common Stock; (b) Parent will not, and will not permit any of its Significant Subsidiaries to, adopt a plan or
agreement of complete or partial liquidation, dissolution, merger, consolidation, restructuring, recapitalization or other
material reorganization of Parent or any of its Significant Subsidiaries (other than a merger or consolidation between
its wholly-owned Subsidiaries, and immaterial recapitalizations of Significant Subsidiaries); (c) Parent will not issue,
sell, transfer, pledge, dispose of or encumber any shares of, or securities convertible into or exchangeable for, or
options, warrants, calls, commitments or rights of any kind to acquire, any shares of capital stock of any class or series
of Parent, other than (i) issuances pursuant to the exercise of convertible securities outstanding on the date hereof or
issuances pursuant to stock-based awards or options outstanding on the date hereof or that are granted in accordance
with clause 6.1(c)(ii), (ii) additional options or stock-based awards to acquire Parent Common Stock granted under the
terms of any employee or director stock option or compensation plan or arrangement of Parent as in effect as of the
date hereof in the ordinary course consistent with past practice, (iii) issuances of such securities for any other purpose,
provided that the aggregate number of shares of Parent Common Stock issued (which shall include, for purposes of
this paragraph (c), the number of shares of Parent Common Stock issuable upon the exercise, conversion or exchange
of convertible securities, options, warrants or other similar rights) pursuant to this clause 6.1(c)(iii) in any period of
any twelve consecutive months following the A-27 135 date of this Agreement shall in no event exceed more than 2%
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of the total number of shares of Parent Common Stock outstanding as of the close of business on September 30, 2000
as set forth in Section 4.5 and such shares and securities shall be issued only to the extent consistent with Section 7.4,
and (iv) transfers or issuances of shares of any Subsidiary of Parent to Parent or any of its wholly owned Subsidiaries;
(d) Parent will not (i) split, combine, subdivide or reclassify its outstanding shares of capital stock or (ii) declare, set
aside or pay any dividend or other distribution payable in cash, stock or property with respect to its capital stock other
than, subject to Section 7.9, (a) regular quarterly cash dividends payable by Parent in respect of the shares of Parent
Common Stock, or regular periodic cash or other required dividends payable by any Subsidiary of Parent, in each case
(x) consistent with past practice (including periodic dividend increases consistent with past practice) and (y) that are
not special dividends, unless, in either case, required to be paid under an applicable agreement in effect as of the date
of this Agreement, or (b) dividends paid by any Subsidiary of Parent to Parent or any wholly owned Subsidiary of
Parent; (e) Parent will not, and will not permit any Subsidiary of Parent to, redeem, purchase or otherwise acquire
directly or indirectly any of Parent's capital stock, except for repurchases, redemptions or acquisitions (x) required by
the terms of capital stock or any securities outstanding on the date hereof, (y) required by or in connection with the
respective terms, as of the date hereof, of any employee stock option plan or compensation plan or arrangement of
Parent or any dividend reinvestment plan as in effect as of the date hereof in the ordinary course of operations of such
plan consistent with past practice and only to the extent consistent with Section 7.4 or (z) effected in the ordinary
course consistent with past practice and only to the extent consistent with Section 7.4; (f) except for any such change
which is not significant or which is required by reason of a concurrent change in GAAP, Parent will not, and will not
permit any Subsidiary of Parent to, change any method of accounting or accounting practice (other than any change
for tax purposes) used by it; (g) Parent will not (i) make or change any Tax election, (ii) settle any audit or (iii) file
any amended Tax Return, in each case, that is reasonably likely to result in a Tax liability material to Parent and its
Subsidiaries, taken as a whole; (h) Parent will not, and will not permit any of its Subsidiaries to, take any action that
would make any representation or warranty of Parent hereunder inaccurate in any material respect at, or as of any time
prior to, the Effective Time; and (i) Parent will not, and will not permit any of its Subsidiaries to, take any action
which would prevent, materially delay or materially impede the consummation of the Merger. (j) Parent will not, and
will not permit any of its Subsidiaries to, sell, lease, license, encumber (including by the grant of any option thereon)
or otherwise dispose of any of its assets or properties which would be material to Parent and its Subsidiaries, taken as
a whole. (k) Parent will not, and will not permit any of its Subsidiaries to, agree or commit to do any of the foregoing.
SECTION 6.2 Obligations of Merger Subsidiary. Parent will take all action necessary to cause Merger Subsidiary to
perform its obligations under this Agreement and to consummate the Merger on the terms and conditions set forth in
this Agreement. SECTION 6.3 Director and Officer Liability. (a) Parent shall indemnify and hold harmless the
individuals who on or prior to the Effective Time were officers, directors and employees of the Company or its
Subsidiaries (collectively, the "Indemnitees") with respect to all acts or omissions by them in their capacities as such
or taken at the request of the Company or any of its Subsidiaries at any time prior to the Effective Time to the extent
provided under the Company's certificate of incorporation and by-laws in effect on the date hereof. Parent shall cause
the Surviving Corporation to honor all indemnification agreements with Indemnitees (including under the Company's
A-28 136 by-laws) in effect as of the date hereof in accordance with the terms thereof. The Company has disclosed to
Parent all such indemnification agreements prior to the date hereof. (b) For six years after the Effective Time, Parent
shall procure the provision of officers' and directors' liability insurance in respect of acts or omissions occurring prior
to the Effective Time covering each such Person currently covered by the Company's officers' and directors' liability
insurance policy on terms with respect to coverage and in amounts no less favorable than those of such policy in effect
on the date hereof; provided, that if the aggregate annual premiums for such insurance at any time during such period
shall exceed 300% of the per annum rate of premium paid by the Company and its Subsidiaries as of the date hereof
for such insurance, then Parent shall, or shall cause its Subsidiaries to, provide only such coverage as shall then be
available at an annual premium equal to 300% of such rate. (c) The obligations of Parent under this Section 6.3 shall
not be terminated or modified in such a manner as to adversely affect any Indemnitee to whom this Section 6.3 applies
without the consent of such affected Indemnitee (it being expressly agreed that the Indemnitees to whom this Section
6.3 applies shall be third party beneficiaries of this Section 6.3). SECTION 6.4 Parent Stockholder Meeting; Form
S-4. Even if the Board of Directors of the Company shall take any action permitted by the third sentence of Section
5.2, Parent shall cause a meeting of its stockholders (the "Parent Stockholder Meeting") to be duly called and held for
the purpose of approving the matters constituting the Parent Stockholder Approvals; provided that the Parent
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Stockholder Meeting shall conclude prior to the Company Stockholder Meeting and may be held on the same date as
the Company Stockholder Meeting. Except as provided in the next sentence, the Board of Directors of Parent shall
recommend approval of the matters constituting the Parent Stockholder Approvals. The Board of Directors of Parent
shall be permitted (i) not to recommend to Parent's stockholders that they give the Parent Stockholder Approvals or
(ii) to withdraw or modify in a manner adverse to the Company its recommendation to the Parent's stockholders that
they give the Parent Stockholder Approval, only if (v) Parent has received a Superior Proposal, (w) the Board of
Directors of Parent determines, after receiving the advice of outside legal counsel, in its good faith judgment that, in
light of the Superior Proposal, failure to so withdraw or modify its recommendation would be reasonably likely to be
inconsistent with fulfilling its fiduciary duty to stockholders under applicable law, (x) five business days have elapsed
following delivery by Parent to the Company of written notice advising the Company that the Board of Directors of
Parent has resolved to so withdraw or modify its recommendation, specifying the material terms and conditions of the
Superior Proposal and identifying the Person making the Superior Proposal, (y) Parent has given the Company the
opportunity to propose revisions to the terms of this Agreement in response to the Superior Proposal and negotiated in
good faith with the Company with respect to the proposed revisions, if any, and (z) Parent has complied with its
obligations set forth in Section 7.10; provided, however, that in the case of (i) and (ii) above, Parent shall nevertheless
submit the matters constituting the Parent Stockholder Approvals to Parent's stockholders for approval at the Parent
Stockholder Meeting unless this Agreement shall have been terminated in accordance with its terms prior to the date
of the Parent Stockholder Meeting. In connection with the Parent Stockholder Meeting, Parent (i) will promptly
prepare and file with the Commission, will use its reasonable best efforts to have cleared by the Commission, (ii) will
mail to its stockholders the Parent Proxy Statement and all other proxy materials for such meeting a sufficient time
prior to the Parent Stockholder Meeting as is necessary to comply with applicable laws including the rules and
regulations of the Commission, (iii) will use its reasonable best efforts, subject to the immediately preceding sentence,
to obtain the Parent Stockholder Approvals, and (iv) will otherwise comply with all legal requirements applicable to
the Parent Stockholder Meeting. Subject to the terms and conditions of this Agreement, Parent shall prepare and file
with the Commission under the Securities Act the Form S-4, and shall use its reasonable best efforts to cause the Form
S-4 to be declared effective by the Commission a sufficient time prior to the Parent Stockholder Meeting to allow the
Company and Parent to mail the Company Proxy Statement or Parent Proxy Statement, as applicable, to their
respective stockholders, as required by applicable laws, including the rules and regulations of the Commission, prior
to the meeting of their respective stockholders. Parent shall take any action required to be taken under foreign or state
securities or Blue Sky laws in connection with the issuance of Parent Common Stock in connection with the Merger.
A-29 137 SECTION 6.5 Stock Exchange Listing. Parent shall use its reasonable best efforts to cause the shares of
Parent Common Stock to be issued in connection with the Merger to be listed on the NYSE, subject to official notice
of issuance. SECTION 6.6 Employee Benefits. (a) From and after the Effective Time, Parent shall cause the Surviving
Corporation to honor in accordance with their terms all benefits and obligations, subject to Section 6.6(b) hereof,
under the Company Benefit Plans, each as in effect on the date hereof (or as amended with the prior written consent of
Parent), to the extent that entitlements or rights, actual or contingent (whether such entitlements or rights are vested as
of the Effective Time or become vested or payable only upon the occurrence of a further event, including a
discretionary determination) exist in respect thereof as of the Effective Time. Parent and the Company hereby agree
that the consummation of the Merger shall constitute a "Change in Control" for purpose of any employee arrangement
and all other Company Benefit Plans, pursuant to the terms of such plans in effect on the date hereof, provided,
however, to the extent consistent with Section 7.4, that the Board of Directors of the Company will take all actions
necessary so that the consummation of the Merger and related transactions hereunder will not create additional
funding obligations on behalf of Parent, the Company or the Surviving Corporation with respect to the Company
Stock Grantor Trust. No provision of this Section 6.6(a) shall be construed as a limitation on the right of Parent to
amend or terminate any Company Benefit Plans which the Company would otherwise have under the terms of such
Company Benefit Plan, and no provision of this Section 6.6(a) shall be construed to create a right in any employee or
beneficiary of such employee under a Company Benefit Plan that such employee or beneficiary would not otherwise
have under the terms of such Company Benefit Plan; provided, however, the Parent agrees that it will respect deferrals
of salary, bonus or other compensation in place prior to the Effective Time pursuant to the Company Benefit Plans.
Parent acknowledges that the Company's Separation Pay Plan by its terms provides that benefits thereunder are vested
on the day immediately prior to a change of control. (b) Following the Effective Time, Parent shall continue to
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provide to individuals who are employed by the Company and its Subsidiaries as of the Effective Time who remain
employed with Parent or any Subsidiary of Parent ("Affected Employees"), for so long as such Affected Employees
remain employed by Parent or any Subsidiary of Parent, employee benefits (i) pursuant to the Company's or its
Subsidiaries' employee benefit plans, programs, policies and arrangements as provided to such employees
immediately prior to the Effective Time or (ii) pursuant to employee benefit plans, programs, policies or arrangements
maintained by Parent or any Subsidiary of Parent providing coverage and benefits which, in the aggregate, are no less
favorable than those provided to employees of Parent in positions comparable to positions held by Affected
Employees with Parent or its Subsidiaries from time to time after the Effective Time. Following the Effective Time,
Parent shall continue to provide to former employees of the Company or its Subsidiaries (and to employees of the
Company or its Subsidiaries whose employment terminates prior to the Effective Time) ("Affected Retirees")
post-retirement benefits (other than pensions) (i) pursuant to the Company Benefit Plans applicable to such Affected
Retirees, each as in effect on the date of this Agreement, or (ii) pursuant to employee benefit plans, programs, policies
or arrangements maintained by Parent or any Subsidiary of Parent providing post-retirement coverage and benefits
(other than pensions) which, in the aggregate, are no less favorable than those provided to former employees of
Parent. (c) Parent will, or will cause the Surviving Corporation to, give Affected Employees full credit for purposes of
eligibility, vesting and benefit accrual (including benefit accrual under any defined benefit pension plans, provided
that a participant's benefit under any such defined benefit pension plan may be offset by such participant's accrued
benefit under the Company defined benefit pension plan) under any employee benefit plans or arrangements
maintained by Parent or any Subsidiary of Parent for such Affected Employees' service with the Company or any
Subsidiary of the Company to the same extent recognized by the Company immediately prior to the Effective Time.
(d) Parent will, or will cause the Surviving Corporation to, (i) waive all limitations as to preexisting conditions,
exclusions and waiting periods with respect to participation and coverage requirements applicable to the Affected
Employees under any welfare benefit plans that such employees may be eligible to participate A-30 138 in after the
Effective Time, other than limitations or waiting periods that are already in effect with respect to such employees and
that have not been satisfied as of the Effective Time under any welfare plan maintained for the Affected Employees
immediately prior to the Effective Time, and (ii) provide each Affected Employee with credit for any co-payments and
deductibles paid prior to the Effective Time in satisfying any applicable deductible or out-of-pocket requirements
under any welfare plans that such employees are eligible to participate in after the Effective Time. ARTICLE 7
COVENANTS OF PARENT AND THE COMPANY The parties hereto agree that: SECTION 7.1 Best Efforts. (a)
Subject to Sections 5.2, 6.4, 7.1(b), 7.1(c) and 7.1(d), Company and Parent shall each cooperate with the other and use
(and shall cause their respective Subsidiaries to use) their respective best efforts to promptly (i) take or cause to be
taken all necessary actions, and do or cause to be done all things, necessary, proper or advisable under this Agreement
and applicable laws to consummate and make effective the Merger and the other transactions contemplated by this
Agreement as soon as practicable, including, without limitation, preparing and filing promptly and fully all
documentation to effect all necessary filings, notices, petitions, statements, registrations, submissions of information,
applications and other documents and (ii) obtain all approvals, consents, registrations, permits, authorizations and
other confirmations required to be obtained from any third party necessary, proper or advisable to consummate the
Merger and the other transactions contemplated by this Agreement. Subject to applicable laws relating to the exchange
of information, the Company and Parent shall have the right to review in advance, and to the extent practicable each
will consult the other on, all the information relating to the Company and its Subsidiaries or Parent and its
Subsidiaries, as the case may be, that appears in any filing made with, or written materials submitted to, any third
party and/or any governmental authority in connection with the Merger and the other transactions contemplated by
this Agreement. (b) Without limiting Section 7.1(a), Parent and the Company shall subject to Sections 7.1(c) and
7.1(d), as applicable: (i) Each use its best efforts to avoid the entry of, or to have vacated or terminated, any decree,
order, or judgment that would restrain, prevent or delay the Closing, on or before the End Date (as defined in Section
9.1(b)(i)), including without limitation defending through litigation on the merits any claim asserted in any court by
any Person; and (ii) each use its best efforts to avoid or eliminate each and every impediment under any antitrust,
competition or trade regulation law that may be asserted by any governmental authority with respect to the Merger so
as to enable the Closing to occur as soon as reasonably possible (and in any event no later than the End Date),
including, without limitation, (x) proposing, negotiating, committing to and effecting, by consent decree, hold separate
order, or otherwise, the sale, divestiture or disposition of such assets or businesses of Parent or the Company (or any
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of their respective Subsidiaries) and (y) otherwise taking or committing to take actions that after the Closing Date
would limit Parent or its Subsidiaries' freedom of action with respect to, or its ability to retain, one or more of its or its
Subsidiaries' businesses, product lines or assets, in each case as may be required in order to avoid the entry of, or to
effect the dissolution of, any injunction, temporary restraining order, or other order in any suit or proceeding, which
would otherwise have the effect of preventing or materially delaying the Closing. (c) Notwithstanding anything else
contained herein, the provisions of this Section 7.1 shall not be construed to require either party to undertake any
efforts or to take any action if such efforts or action would, or would reasonably be expected to, result in a Material
Adverse Effect on Parent and its Subsidiaries (including the Surviving Corporation and its Subsidiaries), taken as a
whole, at or after the Effective Time; provided, further, that any requirement to divest or hold separate, or limit in any
material respect the A-31 139 operations of the business of Parent and its Subsidiaries (prior to Closing) involving the
refining, marketing or transportation of petroleum products in the Western United States, other than with respect to
insignificant operations of such business shall be deemed for purposes of this Section 7.1(c) and Sections 8.1(d),
8.1(i), 8.1(j), 8.1(k) and 8.1(l) to result in a Material Adverse Effect. (d)(i) The parties anticipate that there will be
objections raised by the United States Federal Trade Commission or the Antitrust Division of the United States
Department of Justice to the combination of Parent's United States downstream operations with the Company's
interests in the Joint Ventures (collectively, the "Alliance Interests"). The parties will jointly determine how to address
any objections promptly and the Company will, subject to Section 7.4 and in consultation on an ongoing basis with
Parent, negotiate one or more definitive agreements responsive to the regulatory requirements (each, an "Alliance
Transaction Agreement") and shall promptly inform Parent of all material developments in the negotiations. The
Company shall be permitted to enter into any Alliance Transaction Agreement only with the prior written consent of
Parent, which consent shall not be unreasonably withheld. (ii) In the event the Company shall not have entered into an
Alliance Transaction Agreement fifteen days prior to the scheduled date of the Company Stockholder Meeting, the
Chairman of Parent and the Chairman of the Company shall meet to discuss the status of such efforts by the Company.
(iii) If the stockholders of the Company, at the Company Stockholder Meeting (which shall not take place prior to the
Condition Satisfaction Time), approve and adopt the Merger and the Merger Agreement in accordance with Delaware
Law, then, immediately upon the conclusion of such meeting, the parties shall consummate the Closing. If the
utilization of the Trust Agreement, described below, is required in order to meet immediately any remaining
conditions to Closing, the Company shall cause all of the then outstanding capital stock of the Subsidiary or the
Subsidiaries of the Company which own the Alliance Interests, and such other assets as Parent and the Company shall
agree, to be placed into an irrevocable trust pursuant to an Agreement and Declaration of Trust (the "Trust
Agreement") substantially in the form of Annex 7.1 to this Agreement, with only such changes as are (x) required by
any governmental body, agency, official or authority or (y) mutually agreed by Parent, the Company and the Trustees.
For purposes of this Section 7.1(d), "Trustees" shall mean those Persons selected jointly by Parent and the Company
to serve as the trustees under the Trust Agreement. SECTION 7.2 Certain Filings. The Company and Parent shall
cooperate with one another (a) in connection with the preparation of the Company Proxy Statement, the Parent Proxy
Statement and the Form S-4, (b) in determining whether any action by or in respect of, or filing with, any
governmental body, agency or official, or authority is required, or any actions, consents, approvals or waivers are
required to be obtained from parties to any material contracts, in connection with the consummation of the
transactions contemplated by this Agreement and (c) in seeking any such actions, consents, approvals or waivers or
making any such filings, furnishing information required in connection therewith or with the Company Proxy
Statement, the Parent Proxy Statement or the Form S-4 and seeking timely to obtain any such actions, consents,
approvals or waivers. SECTION 7.3 Access to Information. From the date of this Agreement until the Effective Time,
to the extent permitted by applicable law, the Company and Parent will upon reasonable request give the other party,
its counsel, financial advisors, auditors and other authorized representatives reasonable access to the offices,
properties, books and records of such party and its Subsidiaries during normal business hours, furnish to the other
party, its counsel, financial advisors, auditors and other authorized representatives such financial and operating data
and other information as such Persons may reasonably request and will instruct its own employees, counsel and
financial advisors to cooperate with the other party in its investigation of the business of the Company or Parent, as
the case may be; provided that no investigation of the other party's business shall affect any representation or warranty
given by either party hereunder. All information obtained by Parent or the Company pursuant to this Section 7.3 shall
be kept confidential in accordance with, and shall otherwise be subject to the terms of, the Confidentiality Agreement
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dated February 5, 1999 between Parent and the Company (the "Confidentiality Agreement"). A-32 140 SECTION 7.4
Tax and Accounting Treatment. Neither Parent nor the Company shall, nor shall they permit their Subsidiaries to take,
any action, and Parent and the Company shall not, and shall ensure that its Subsidiaries do not, fail to take any action
which action or failure to act would prevent, or would be reasonably likely to prevent, the Merger from qualifying (a)
for "pooling of interests" accounting treatment as described in Section 3.19(a) or (b) as a 368 Reorganization.
SECTION 7.5 Public Announcements. Parent and the Company will consult with each other before issuing any press
release or making any public statement with respect to this Agreement and the transactions contemplated hereby and
shall not issue any press release or make any public statement without the prior consent of the other party, which
consent shall not be unreasonably withheld. Notwithstanding the foregoing, any press release or public statement as
may be required by applicable law or any listing agreement with any national securities exchange may be issued prior
to such consultation, if the party making the release or statement has used its reasonable best efforts to consult with
the other party. SECTION 7.6 Further Assurances. At and after the Effective Time, the officers and directors of the
Surviving Corporation will be authorized to execute and deliver, in the name and on behalf of the Company or Merger
Subsidiary, any deeds, bills of sale, assignments or assurances and to take any other actions and do any other things, in
the name and on behalf of the Company or Merger Subsidiary, reasonably necessary to vest, perfect or confirm of
record or otherwise in the Surviving Corporation any and all right, title and interest in, to and under any of the rights,
properties or assets of the Company acquired or to be acquired by the Surviving Corporation as a result of, or in
connection with, the Merger. SECTION 7.7 Notices of Certain Events. (a) Each of the Company and Parent shall
promptly notify the other party of: (i) any notice or other communication from any Person alleging that the consent of
such Person is or may be required in connection with the transactions contemplated by this Agreement; and (ii) any
notice or other communication from any governmental or regulatory agency or authority in connection with the
transactions contemplated by this Agreement. (b) The Company and Parent shall promptly notify the other party of
any actions, suits, claims, investigations or proceedings commenced or, to the best of its knowledge threatened
against, relating to or involving or otherwise affecting such party or any of its Subsidiaries which relate to the
consummation of the transactions contemplated by this Agreement. SECTION 7.8 Affiliates. (a) Not less than 45 days
prior to the Effective Time, each of Parent and the Company (i) shall have delivered to the other party a letter
identifying all Persons who, in the opinion of the party delivering the letter, may be, as of the date of the Company
Stockholder Meeting or Parent Stockholder Meeting, as applicable, its "affiliates" for purposes of SEC Accounting
Series Releases 130 and 135 and/or, in the case of the Company, for purposes of Rule 145 under the Securities Act,
and (ii) shall use its reasonable best efforts to cause each Person who is identified as an "affiliate" of it in such letter to
deliver, as promptly as practicable but in no event later than 30 days prior to the Closing (or after such later date as the
Parent and the Company may agree) to Parent in the case of affiliates of Parent, a signed agreement substantially in
the form attached as Exhibit C-1, and in the case of affiliates of the Company, substantially in the forms attached as
Exhibits C-2 and C-3. Each of Parent and the Company shall notify the other party from time to time after the delivery
of the letter described in Section 7.8(a)(i) of any Person not identified on such letter who then is, or may be, such an
"affiliate" and use its reasonable best efforts to cause each additional Person who is identified as an "affiliate" to
execute a signed agreement or agreements as set forth in this Section 7.8(a). (b) Shares of Parent Common Stock and
shares of Company Common Stock beneficially owned by each such "affiliate" of Parent or Company who has not
provided a signed agreement or agreements, as applicable, in accordance with Section 7.8(a) shall not be transferable
during any period prior to and after the Effective Time if, as a result of this transfer during any such period, taking
into account the nature, extent and timing of this transfer and similar transfers by all other "affiliates" of Parent and
the Company, this transfer A-33 141 will, in the reasonable judgment of accountants of Parent, interfere with, or
prevent the Merger from being accounted for, as a "pooling-of-interests" under GAAP and/or the rules and regulations
of the SEC. Neither Parent or the Company shall register, or allow its transfer agent to register, on its books, any
transfer of any shares of Parent Common Stock or Company Common Stock of any affiliate of Parent or the Company
who has not provided a signed agreement in accordance with Section 7.8(a) unless the transfer is made in compliance
with the foregoing. SECTION 7.9 Payment of Dividends. From the date hereof until the Effective Time, Parent and
the Company will coordinate with each other regarding the declaration of dividends in respect of the shares of Parent
Common Stock and the shares of Company Common Stock and the record dates and payment dates relating thereto, it
being the intention of the parties that holders of shares of Company Common Stock will not receive two dividends, or
fail to receive one dividend, for any single calendar quarter with respect to their shares of Company Common Stock
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and the shares of Parent Common Stock any holder of shares of Company Common Stock receives in exchange
therefor in connection with the Merger. SECTION 7.10 No Solicitation. (a) Each of Parent and the Company and their
respective Subsidiaries will not, and Parent and the Company will direct and use their respective best efforts to cause
their and their Subsidiaries' respective officers, directors, employees, investment bankers, consultants, attorneys,
accountants, agents and other representatives not to, directly or indirectly, take any action to solicit, initiate, encourage
or facilitate the making of any Acquisition Proposal (including without limitation by amending, or granting any
waiver under, the Parent Rights Agreement or the Company Rights Agreement, as applicable) or any inquiry with
respect thereto or engage in discussions or negotiations with any Person with respect thereto, or disclose any
nonpublic information or afford access to properties, books or records to, any Person that has made, or to such party's
knowledge, is considering making, any Acquisition Proposal. Nothing contained in this Agreement shall prevent the
Board of Directors of Parent or the Company from complying with Rule 14e-2 under the Exchange Act with regard to
an Acquisition Proposal; provided that the Board of Directors of such party shall not recommend that the stockholders
of such party tender their shares in connection with a tender offer or exchange offer except to the extent that, after
receiving a Superior Proposal, such Board of Directors of such party determines in its good faith judgment, after
receiving the advice of outside legal counsel, that, in light of such Superior Proposal, failure to make such a
recommendation would be reasonably likely to be inconsistent with fulfilling the fiduciary duties of the Board of
Directors to such party's stockholders under applicable law and such party shall have complied with the procedure set
forth in Section 5.2 or 6.4, to the extent applicable. Notwithstanding anything to the contrary in this Agreement, prior
to the date of approval of this Agreement and the Merger by the stockholders of Parent or the Company, as applicable,
Parent or the Company may (A) furnish information and access to a third party, but only in response to a request for
information or access, to any Person making an Acquisition Proposal to the board of directors of Parent or the
Company, as applicable, after the date hereof which was not knowingly encouraged, solicited or initiated by Parent or
the Company, as applicable, or any of its affiliates or any director, employee, representative or agent of Parent or the
Company, as applicable, or any of its respective Subsidiaries (including, without limitation, any investment banker,
attorney or accountant retained by Parent or the Company or any of its Subsidiaries) on or after the date hereof and
(B) may participate in discussions and negotiate with such Person concerning any such Acquisition Proposal, if and
only if, in any such case set forth in clause A or B of this paragraph, (i) the Board of Directors of Parent or Company,
as applicable, concludes in good faith, after receipt of the advice of a financial advisor of nationally recognized
reputation and outside legal counsel, that such Acquisition Proposal is reasonably likely to result in a Superior
Proposal with respect to Parent or the Company, as applicable, (ii) the Company or Parent, as applicable, complies
with all of its obligations under this Agreement, and (iii) the board of directors of Parent or the Company, as
applicable, receives from the Person making such an Acquisition Proposal an executed confidentiality agreement the
material terms of which are (without regard to the terms of such Acquisition Proposal) in all material respects (x) no
less favorable to the Company or Parent, as applicable, and (y) no less restrictive to the Person making such
Acquisition Proposal than those contained in the Confidentiality Agreement. A-34 142 (b) Any party receiving an
Acquisition Proposal will (A) promptly (and in no event later than 48 hours after receipt of any Acquisition Proposal)
notify (which notice shall be provided orally and in writing and shall identify the Person making such Acquisition
Proposal and set forth the material terms thereof) the other party to this Agreement after receipt of any Acquisition
Proposal, any indication of which such party has knowledge that any Person is considering making an Acquisition
Proposal, or any request for nonpublic information relating to such party or any Subsidiary of such party or for access
to the properties, books or records of such party or any Subsidiary of such party by any Person that has made, or to
such party's knowledge may be considering making, an Acquisition Proposal, and (B) will keep the other party to this
Agreement informed of the status and material terms of (including all changes to the status or material terms of) any
such Acquisition Proposal or request. Each of Parent and the Company (x) shall, and shall cause their respective
Subsidiaries to, immediately cease and cause to be terminated and shall use reasonable best efforts to cause its and
their officers, directors, employees, investment bankers, consultants, attorneys, accountants, agents and other
representatives to, immediately cease and cause to be terminated, all discussions and negotiations, if any, that have
taken place prior to the date hereof with any Persons with respect to any Acquisition Proposal and (y) shall promptly
request each Person, if any, that has executed a confidentiality agreement within the 9 months prior to the date hereof
in connection with its consideration of any Acquisition Proposal to return or destroy all confidential information
heretofore furnished to such Person by or on behalf of it or any of its Subsidiaries. For purposes of this Agreement,
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"Acquisition Proposal" means any bona fide written offer or proposal for, or any written indication of interest in, any
(i) direct or indirect acquisition or purchase of any business or assets of Parent or the Company or any of their
respective Subsidiaries that, individually or in the aggregate, constitutes 20% or more of the net revenues, net income
or assets of such party and its Subsidiaries, taken as a whole, (ii) direct or indirect acquisition or purchase of 20% or
more of any class of equity securities of Parent or the Company or any of their respective Subsidiaries whose business
constitutes 20% or more of the net revenues, net income or assets of such party and its Subsidiaries, taken as a whole,
(iii) tender offer or exchange offer that, if consummated, would result in any Person beneficially owning 20% or more
of any class of equity securities of Parent or the Company or any of their respective Subsidiaries whose business
constitutes 20% or more the net revenues, net income or assets of such party and its Subsidiaries, taken as a whole, or
(iv) merger, consolidation, business combination, joint venture, partnership, recapitalization, liquidation, dissolution
or similar transaction involving Parent or the Company or any of their respective Subsidiaries whose business
constitutes 20% or more of the net revenue, net income or assets of such party and its Subsidiaries, taken as a whole,
other than the transactions contemplated by this Agreement; provided, however, that (a) with respect to Parent, an
offer or proposal shall not be deemed an Acquisition Proposal if (x) the execution of agreement with respect to, and
consummation of, the transaction contemplated thereby would not be reasonably likely to prevent the Parent and
Merger Subsidiary from consummating the Merger or to materially delay Parent's or Merger Subsidiary's ability to
consummate the Merger and (y) execution of an agreement with respect to the transaction contemplated thereby is not
prohibited by Section 6.1, or, if the execution of such agreement would be prohibited by Section 6.1, such an
agreement will not be entered into until after the provisions contained in Section 6.1 are no longer in effect and (b)
with respect to the Company, any offer or proposal for the disposition by the Company of the Alliance Interests shall
not be deemed to be an Acquisition Proposal. For purposes of this Agreement, "Superior Proposal" means any bona
fide written Acquisition Proposal for or in respect of at least a majority of the outstanding shares of Company
Common Stock, or Parent Common Stock, as applicable (i) on terms that the Board of Directors of Parent or the
Company, as applicable, determines in its good faith judgment (after consultation with, and taking into account the
advice of, a financial advisor of nationally recognized reputation, taking into account all the terms and conditions of
the Acquisition Proposal, including any break-up fees, expense reimbursement provisions and conditions to
consummation) are more favorable from a financial point of view to its stockholders than the Merger and the other
transactions contemplated hereby and (ii) that constitutes a transaction that is reasonably likely to be consummated on
the terms set forth, taking into account all legal, financial, regulatory and other aspects of such proposal. A-35 143 (c)
Each of the Company and Parent agrees that it will take the necessary steps promptly to inform its Subsidiaries and its
officers, directors, investment bankers, consultants, attorneys, accountants, agents and other representatives of the
obligations undertaken in this Section 7.10. SECTION 7.11 Letters from Accountants. (a) Parent shall use reasonable
best efforts to cause to be delivered to Parent and the Company two letters from PricewaterhouseCoopers LLP, one
dated the date on which the Form S-4 shall become effective and one dated the Closing Date, each addressed to the
Boards of Directors of Parent and the Company, in form and substance reasonably satisfactory to the Company and
customary in scope and substance for comfort letters delivered by independent public accountants in connection with
registration statements similar to the Form S-4. (b) Parent shall use reasonable best efforts to cause to be delivered to
Parent and the Company a letter from PricewaterhouseCoopers LLP, dated as of the Closing Date, addressed to the
Boards of Directors of Parent and the Company, stating that PricewaterhouseCoopers LLP concurs with Parent's
management's conclusion that accounting for the Merger as a "pooling of interests" under Opinion No. 16 (Business
Combination) of the Accounting Principles Board of the American Institute of Certified Public Accountants and the
rules and regulations of the Commission is appropriate if the Merger is closed and consummated in accordance with
the terms hereof. (c) The Company shall use reasonable best efforts to cause to be delivered to the Company and
Parent two letters from Arthur Andersen LLP, one dated the date on which the Form S-4 shall become effective and
one dated the Closing Date, each addressed to the Boards of Directors of the Company and Parent, in form and
substance reasonably satisfactory to Parent and customary in scope and substance for comfort letters delivered by
independent public accountants in connection with registration statement similar to the Form S-4. (d) The Company
shall use reasonable best efforts to cause to be delivered to the Company a letter from Arthur Andersen LLP, dated as
of the Closing Date, addressed to the Board of Directors of the Company, stating that Arthur Andersen LLP concurs
with the Company's management's conclusion that the Company is eligible to participate in a transaction accounted
for as a "pooling of interests" under Opinion No. 16 (Business Combination) of the Accounting Principles Board of
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the American Institute of Certified Public Accountants and the rules and regulations of the Commission. SECTION
7.12 Takeover Statutes. If any anti-takeover or similar statute or regulation is or may become applicable to the
transactions contemplated hereby, each of the parties and its Board of Directors shall grant such approvals and take all
such actions as are legally permissible so that the transactions contemplated hereby may be consummated as promptly
as practicable on the terms contemplated hereby and otherwise act to eliminate or minimize the effects of any such
statute or regulation on the transactions contemplated hereby. SECTION 7.13 Headquarters. After the Effective Time,
the headquarters of Parent shall continue to be located in San Francisco, California. SECTION 7.14 Section 16(b).
Parent shall take all such steps reasonably necessary to cause the transactions contemplated hereby and any other
dispositions of equity securities of the Company (including derivative securities) or acquisitions of Parent equity
securities (including derivative securities) in connection with this Agreement by each individual who (a) is a director
or officer of the Company or (b) at the Effective Time, will become a director or officer of Parent, to be exempt under
Rule 16b-3 promulgated under the Exchange Act. A-36 144 ARTICLE 8 CONDITIONS TO THE MERGER
SECTION 8.1 Conditions to the Obligations of Each Party. The obligations of the Company, Parent and Merger
Subsidiary to consummate the Merger are subject to the satisfaction (or, to the extent legally permissible, waiver) of
the following conditions: (a) this Agreement and the Merger shall have been approved and adopted by the
stockholders of the Company in accordance with Delaware Law; (b) any applicable waiting period under the HSR Act
relating to the Merger shall have expired; (c) the approval by the European Commission of the transactions
contemplated by this Agreement shall have been obtained pursuant to the EC Merger Regulation; (d) no provision of
any applicable law or regulation and no judgment, injunction, order or decree (i) shall prohibit or enjoin the
consummation of the Merger or (ii) if not complied with, shall have or be reasonably likely to have a Material
Adverse Effect on Parent (including the Surviving Corporation) after the Effective Time; (e) the Common Stock
Issuance shall have been approved by the stockholders of Parent in accordance with the rules and regulations of the
NYSE; (f) the Form S-4 shall have been declared effective under the Securities Act and such Form S-4 shall indicate
that Parent will account for the Merger as a "pooling of interests," and no stop order suspending the effectiveness of
the Form S-4 shall be in effect and no proceedings for such purpose shall be pending before or threatened by the
Commission; (g) the shares of Parent Common Stock to be issued in the Merger shall have been approved for listing
on the NYSE, subject to official notice of issuance; (h) Parent shall have received letters of PricewaterhouseCoopers
LLP and Arthur Andersen LLP as contemplated by paragraphs (b) and (d) of Section 7.11; (i) neither the Federal
Trade Commission nor the Antitrust Division of the Department of Justice, as the case may be, shall have, as a
condition to its approval of the Merger and the other transactions contemplated by this Agreement, required Parent to
take any action which, individually or in the aggregate, would result in, or be reasonably likely to result in, a Material
Adverse Effect on Parent (including the Surviving Corporation) after the Effective Time; (j) there shall not be
instituted or pending any action or proceeding by any governmental authority (whether domestic, foreign or
supranational) before any court or governmental authority or agency, domestic, foreign or supranational, seeking to (i)
restrain, prohibit or otherwise interfere with the ownership or operation by Parent or any Subsidiary of Parent of all or
any portion of the business of the Company or any of its Subsidiaries or of Parent or any of its Subsidiaries or to
compel Parent or any Subsidiary of Parent to dispose of or hold separate all or any portion of the business or assets of
the Company or any of its Subsidiaries or of Parent or any of its Subsidiaries, (ii) to impose or confirm limitations on
the ability of Parent or any Subsidiary of Parent effectively to exercise full rights of ownership of the shares of
Company Common Stock (or shares of stock of the Surviving Corporation) including, without limitation, the right to
vote any shares of Company Common Stock (or shares of stock of the Surviving Corporation) on any matters properly
presented to stockholders or (iii) seeking to require divestiture by Parent or any Subsidiary of Parent of any shares of
Company Common Stock (or shares of stock of the Surviving Corporation), if any such matter referred to in
subclauses (i), (ii) and (iii) hereof, individually or in the aggregate, would result in, or would be reasonably likely to
result in, a Material Adverse Effect on Parent (including the Surviving Corporation) after the Effective Time; (k) there
shall not be any statute, rule, regulation, injunction, order or decree, enacted, enforced, promulgated, entered, issued or
deemed applicable to the Merger and the other transactions contem- A-37 145 plated hereby (or in the case of any
statute, rule or regulation, awaiting signature or reasonably expected to become law), by any court, government or
governmental authority or agency or legislative body, domestic, foreign or supranational, which, individually or in the
aggregate, would result in, or would be reasonably likely to result in, a Material Adverse Effect on Parent (including
the Surviving Corporation) after the Effective Time; and (l) all required approvals or consents of any governmental
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authority (whether domestic, foreign or supranational) in connection with the Merger and the consummation of the
other transactions contemplated hereby shall have been obtained (and all relevant statutory, regulatory or other
governmental waiting periods, whether domestic, foreign or supranational, shall have expired) unless the failure to
receive any such approval or consent would not and would not be reasonably expected to result in a Material Adverse
Effect on Parent (including the Surviving Corporation) after the Effective Time and (ii) all such approvals and
consents which have been obtained shall be on terms which, individually or in the aggregate, would not result in, or
would not be reasonably likely to result in, a Material Adverse Effect on Parent (including the Surviving Corporation)
after the Effective Time; SECTION 8.2 Conditions to the Obligations of Parent and Merger Subsidiary. The
obligations of Parent and Merger Subsidiary to consummate the Merger are subject to the satisfaction (or, to the extent
legally permissible, waiver) of the following further conditions: (a)(i) the Company shall have performed in all
material respects all of its obligations hereunder required to be performed by it as of or prior to the Closing Date, (ii)
the representations and warranties of the Company contained in this Agreement and in any certificate or other writing
delivered by the Company pursuant hereto shall be true and correct (without giving effect to any limitation as to
"materiality" or "Material Adverse Effect" set forth therein) when made and at and as of the Effective Time as if made
at and as of such time (except to the extent expressly made as of an earlier date, in which case as of such earlier date),
except where the failure of such representations and warranties to be true and correct (without giving effect to any
limitation as to "materiality" or "Material Adverse Effect" set forth therein) would not, individually or in the
aggregate, have, or be reasonably likely to have, a Material Adverse Effect on the Company, and (iii) Parent shall
have received a certificate signed by an executive officer of the Company to the foregoing effect; (b) Parent shall have
received an opinion of McDermott, Will & Emery (or such other counsel reasonably acceptable to Parent), on the
basis of customary representations and assumptions set forth in such opinion, dated the Effective Time, to the effect
that the Merger will be treated for federal income tax purposes as a reorganization qualifying under the provisions of
Section 368(a) of the Code. In rendering such opinion, such counsel shall be entitled to rely upon customary
representations of officers of Parent and the Company reasonably requested by counsel; and (c) since the date of this
Agreement, there shall not have been any event, occurrence, development or state of circumstances which,
individually or in the aggregate, would have, or would be reasonably likely to have, a Material Adverse Effect on the
Company. SECTION 8.3 Conditions to the Obligations of the Company. The obligation of the Company to
consummate the Merger is subject to the satisfaction (or, to the extent legally permissible, waiver) of the following
further conditions: (a)(i) Parent shall have performed in all material respects all of its obligations hereunder required
to be performed by it as of or prior to the Closing Date, (ii) the representations and warranties of Parent contained in
this Agreement and in any certificate or other writing delivered by Parent pursuant hereto shall be true and correct
(without giving effect to any limitation as to "materiality" or "Material Adverse Effect" set forth herein) when made
and at and as of the Effective Time as if made at and as of such time (except to the extent expressly made as of an
earlier date, in which case as of such earlier date, except where the failure of such representations to be true and
correct (without giving effect to any limitation as to "materiality" or "Material Adverse Effect" set forth herein) would
not, individually or in the A-38 146 aggregate, have, or be reasonably likely to have, a Material Adverse Effect on
Parent and (iii) the Company shall have received a certificate signed by an executive officer of Parent to the foregoing
effect; (b) the Company shall have received an opinion of Davis Polk & Wardwell (or such other counsel reasonably
acceptable to the Company), on the basis of customary representations and assumptions set forth in such opinion,
dated the Effective Time, to the effect that the Merger will be treated for federal income tax purposes as a
reorganization qualifying under the provisions of Section 368(a) of the Code. In rendering such opinion, such counsel
shall be entitled to rely upon customary representations of officers of Parent and the Company reasonably requested
by counsel; and (c) since the date of this Agreement, there shall not have been any event, occurrence, development or
state of circumstances which, individually or in the aggregate, would have, or would be reasonably likely to have, a
Material Adverse Effect on Parent. ARTICLE 9 TERMINATION SECTION 9.1 Termination. This Agreement may
be terminated and the Merger may be abandoned at any time prior to the Effective Time (notwithstanding the
obtaining of the Company Stockholder Approval or the Parent Stockholder Approval); (a) by mutual written consent
of the Company and Parent; (b) by either the Company or Parent; (i) if the Merger has not been consummated by
October 15, 2001 (the "End Date"); provided, however, that if (x) the Effective Time has not occurred by such date by
reason of nonsatisfaction of any of the conditions set forth in Sections 8.1(b), 8.1(c), 8.1(i), 8.1(j), 8.1(k), 8.1(l) and
(y) all other conditions in Article 8 have theretofore been satisfied or (to the extent legally permissible) waived or are
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then capable of being satisfied, the End Date will be April 15, 2002; provided further that the right to terminate this
Agreement under this Section 9.1(b)(i) shall not be available to any party whose failure to fulfill in any material
respect any obligation under this Agreement has caused or resulted in the failure of the Effective Time to occur on or
before the End Date; (ii) if the Company Stockholder Approval shall not have been obtained by reason of the failure
to obtain the required vote at a duly held meeting of stockholders or any adjournment thereof; or (iii) if the Common
Stock Issuance Approval shall not have been obtained by reason of the failure to obtain the required vote at a duly
held meeting of stockholders or any adjournment thereof; (c) by either the Company or Parent, if there shall be any
law or regulation that makes consummation of the Merger illegal or otherwise prohibited or if any judgment,
injunction, order or decree enjoining Parent or the Company from consummating the Merger is entered and such
judgment, injunction, order or decree shall become final and nonappealable; (d) by Parent, if the Board of Directors of
the Company shall have failed to recommend or withdrawn or modified or changed in a manner adverse to Parent its
approval or recommendation of this Agreement or the Merger, whether or not permitted by the terms hereof, or shall
have failed to call and hold the Company Stockholder Meeting in accordance with Section 5.2, or shall have
recommended a Superior Proposal (or the Board of Directors of the Company shall resolve to do any of the
foregoing); (e) by the Company, if the Board of Directors of Parent shall have failed to recommend or shall have
withdrawn or modified or changed in a manner adverse to the Company its approval and recommendation of the
Common Stock Issuance or the Name Change Amendment, whether or not permitted by the terms hereof, or shall
have failed to call and hold the Parent Stockholder Meeting in accordance with Section 6.4 or shall have
recommended a Superior Proposal (or the Board of Directors of Parent resolves to do any of the foregoing); A-39 147
(f) by either Parent or the Company, if there shall have been a breach by the other of any of its representations,
warranties, covenants or obligations contained in this Agreement, which breach would result in the failure to satisfy
one or more of the conditions set forth in Section 8.2(a) (in the case of a breach by the Company) or Section 8.3(a) (in
the case of a breach by Parent), and in any such case such breach shall be incapable of being cured or, if capable of
being cured, shall not have been cured within 30 days after written notice thereof shall have been received by the party
alleged to be in breach; The party desiring to terminate this Agreement pursuant to clause (b), (c), (d), (e) or (f) of this
Section 9.1 shall give written notice of such termination to the other party in accordance with Section 10.1, specifying
the provision hereof pursuant to which such termination is effected. SECTION 9.2 Effect of Termination. If this
Agreement is terminated pursuant to Section 9.1, this Agreement shall become void and of no effect with no liability
on the part of any party hereto, except that (a) the agreements contained in this Section 9.2, in Section 10.4, 10.5 and
10.6 hereof or in the Option Agreements and in the Confidentiality Agreement, and the representations and warranties
with respect to the Option Agreements, shall survive the termination hereof and (b) no such termination shall relieve
any party of any liability or damages resulting from any willful breach by that party of this Agreement or the Option
Agreements. ARTICLE 10 MISCELLANEOUS SECTION 10.1 Notices. All notices, requests and other
communications to any party hereunder shall be in writing (including facsimile or similar writing) and shall be given,
if to Parent or Merger Subsidiary, to: Harvey D. Hinman, Esq. Vice President and General Counsel Chevron
Corporation 575 Market Street San Francisco, California 94105 Facsimile No.: (415) 894-6017 with copies to: Alfred
L. Pepin, Esq. 1156 Mee Lane St. Helena, California 94574 Facsimile No.: (707) 967-0551 and Arthur Fleischer, Jr.,
Esq. Gary P. Cooperstein, Esq. Fried, Frank, Harris, Shriver & Jacobson One New York Plaza New York, New York
10004-1980 Facsimile No.: (212) 859-4000 A-40 148 and Terry M. Kee, Esq. Rodney R. Peck, Esq. Pillsbury
Madison & Sutro LLP 50 Fremont Street San Francisco, California 94105 Facsimile No.: (415) 983-1200 if to the
Company, to: William M. Wicker Senior Vice President Texaco Inc. 2000 Westchester Avenue White Plains, New
York 10650 Facsimile No.: (914) 253-4280 with copies to: Deval Patrick, Esq. General Counsel and Vice President
Texaco Inc. 2000 Westchester Avenue White Plains, New York 10650 Facsimile No.: (914) 253-4477 and Dennis S.
Hersch, Esq. Ulrika Ekman, Esq. Davis Polk & Wardwell 450 Lexington Avenue New York, New York 10017
Facsimile No.: (212) 450-4800 or such other address or facsimile number as such party may hereafter specify for the
purpose by notice to the other parties hereto. Each such notice, request or other communication shall be effective (a) if
given by facsimile, when such facsimile is transmitted to the facsimile number specified in this Section and the
appropriate facsimile confirmation is received or (b) if given by any other means, when delivered at the address
specified in this Section. SECTION 10.2 Non-Survival of Representations and Warranties. The representations and
warranties contained herein and in any certificate or other writing delivered pursuant hereto shall not survive the
Effective Time or the termination of this Agreement. SECTION 10.3 Amendments; No Waivers. (a) Any provision of
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this Agreement (including the Exhibits and Schedules hereto) may be amended or waived prior to the Effective Time
if, and only if, such amendment or waiver is in writing and signed, in the case of an amendment, by the Company,
Parent and Merger Subsidiary, or in the case of a waiver, by the party against whom the waiver is to be effective;
provided that after the adoption of this Agreement by the stockholders of the Company, no such amendment or waiver
shall, without the further approval of such stockholders, alter or change (i) the amount or kind of consideration to be
received in exchange for any shares of capital stock of the Company or (ii) any term of the certificate of incorporation
of Parent. (b) No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a
waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or A-41
149 the exercise of any other right, power or privilege. The rights and remedies herein provided shall be cumulative
and not exclusive of any rights or remedies provided by law. SECTION 10.4 Expenses. (a) Except as otherwise
specified in Section 10.5 or 10.6, or the Option Agreements or as otherwise agreed to in writing by the parties, all
costs and expenses incurred in connection with this Agreement and the transactions contemplated by this Agreement
shall be paid by the party incurring such cost or expense. SECTION 10.5 Company Termination Fee. If: (i) Parent
shall terminate this Agreement pursuant to Section 9.1(d), or (ii) either the Company or Parent shall terminate this
Agreement pursuant to Section 9.1(b)(ii) and prior to the Company Stockholder Meeting an Acquisition Proposal
relating to the Company has been made to the Company or to the stockholders of the Company by any Person; or (iii)
any Person shall have made to the Company or to the stockholders of the Company an Acquisition Proposal relating to
the Company and thereafter this Agreement is terminated pursuant to Section 9.1(b)(i); then in any case as described
in clause (i), (ii), or (iii) the Company shall pay to Parent (by wire transfer of immediately available funds) (x)
$500,000,000 not later than the date of termination of this Agreement and (y) an additional $500,000,000, if and not
later than the date an Acquisition Proposal is consummated or a definitive agreement is entered into by the Company
in connection with any Acquisition Proposal, as long as such Acquisition Proposal is consummated or such definitive
agreement is executed within 12 months after the date of termination of this Agreement. SECTION 10.6 Parent
Termination Fee. If: (i) The Company shall terminate this Agreement pursuant to Section 9.1(e); or (ii) either the
Company or Parent shall terminate this Agreement pursuant to Section 9.1(b)(iii) and prior to the Parent Stockholder
Meeting an Acquisition Proposal relating to Parent has been made by any Person to the Parent or the stockholders of
Parent by any Person; or (iii) any Person shall have made to Parent or its stockholders an Acquisition Proposal relating
to Parent and thereafter this Agreement is terminated pursuant to Section 9.1(b)(i); then in any case as described in
clause (i), (ii) or (iii) Parent shall pay to the Company (by wire transfer of immediately available funds) (x)
$500,000,000 not later than the date of termination of this Agreement and (y) an additional $500,000,000, if and not
later than the date an Acquisition Proposal is consummated or a definitive agreement is entered into by Parent in
connection with any Acquisition Proposal, as long as such Acquisition Proposal is consummated or such definitive
agreement is executed within 12 months after the date of termination of this Agreement. SECTION 10.7 Successors
and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and
their respective successors and assigns; provided that no party may assign, delegate or otherwise transfer any of its
rights or obligations under this Agreement without the consent of the other parties hereto except that Merger
Subsidiary may transfer or assign, in whole or from time to time in part, to one or more of its affiliates, its rights under
this Agreement, but any such transfer or assignment will not relieve Merger Subsidiary of its obligations hereunder.
SECTION 10.8 Governing Law. This Agreement shall be construed in accordance with and governed by the law of
the State of Delaware, without regard to principles of conflicts of law. SECTION 10.9 Jurisdiction. Any suit, action or
proceeding seeking to enforce any provision of, or based on any matter arising out of or in connection with, this
Agreement, the Option Agreements or the transactions contemplated hereby or thereby may be brought in any federal
or state court located in the State of Delaware, and each of the parties hereby consents to the jurisdiction of such
courts (and of the appropriate appellate A-42 150 courts therefrom) in any such suit, action or proceeding and
irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding
which is brought in any such court has been brought in an inconvenient forum. Process in any such suit, action or
proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such
court. Without limiting the foregoing, each party agrees that service of process on such party as provided in Section
10.1 shall be deemed effective service of process on such party. SECTION 10.10 Waiver of Jury Trial. EACH OF
THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN
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ANY LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY. SECTION 10.11 Counterparts; Effectiveness. This Agreement
may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the
signatures thereto and hereto were upon the same instrument. This Agreement shall become effective when each party
hereto shall have received counterparts hereof signed by all of the other parties hereto. SECTION 10.12 Entire
Agreement. This Agreement (including the Exhibits and Schedules hereto), the Option Agreements and the
Confidentiality Agreement constitute the entire agreement between the parties with respect to the subject matter of
this Agreement and supersede all prior agreements and understandings, both oral and written, between the parties with
respect to the subject matter hereof and thereof. Except as provided in Section 6.3(c), no provision of this Agreement
or any other agreement contemplated hereby is intended to confer on any Person other than the parties hereto any
rights or remedies. SECTION 10.13 Captions. The captions herein are included for convenience of reference only and
shall be ignored in the construction or interpretation hereof. SECTION 10.14 Severability. If any term, provision,
covenant or restriction of this Agreement is held by a court of competent jurisdiction or other authority to be invalid,
void or unenforceable, the remainder of the terms, provisions, covenants and restrictions of this Agreement shall
remain in full force and effect and shall in no way be affected, impaired or invalidated so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to any party.
Upon such a determination, the parties shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the parties as closely as possible in an acceptable manner in order that the transactions contemplated
hereby be consummated as originally contemplated to the fullest extent possible. A-43 151 IN WITNESS
WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers
as of the day and year first above written. TEXACO INC. By: /s/ PETER I. BIJUR ------------------------------------
Name: Peter I. Bijur Title: Chairman of the Board and Chief Executive Officer CHEVRON CORPORATION By: /s/
DAVID J. O'REILLY ------------------------------------ Name: David J. O'Reilly Title: Chairman of the Board and Chief
Executive Officer KEEPEP INC. By: /s/ DAVID J. O'REILLY ------------------------------------ Name: David J.
O'Reilly Title: President A-44 152 ANNEX A-1 AMENDMENT NO. 1 TO AGREEMENT AND PLAN OF
MERGER This Amendment No. 1 to the Agreement and Plan of Merger dated as of October 15, 2000 among Texaco
Inc. ("Texaco"), Chevron Corporation ("Chevron") and Keepep Inc. ("Keepep") ("Agreement") is dated as of March
30, 2001. Texaco, Chevron and Keepep are sometimes collectively referred to as the "Parties". The Parties hereby
agree to amend the Agreement as follows: 1. Amendment of Section 2.2(b). The name "Peter I. Bijur" set forth in
Section 2.2(b) of the Agreement is hereby deleted and replaced with "Glenn F. Tilton". 2. Amendment of Section 2.3.
The name "Peter I. Bijur" set forth in Section 2.3 of the Agreement is hereby deleted and replaced with "Glenn F.
Tilton". All other terms and conditions of the Agreement shall remain in full force and effect and unaffected by the
foregoing amendments. Sections 10.3 (Amendments; No Waivers), 10.8 (Governing Law), 10.9 (Jurisdiction), 10.10
(Waiver of Jury Trial), 10.11 (Counterparts; Effectiveness) of the Agreement are incorporated herein by reference. IN
WITNESS WHEREOF, the Parties hereto have executed this Amendment to be effective as of the date set forth
above. TEXACO INC. By: /s/ WILLIAM M. WICKER ------------------------------------ Name: William M. Wicker
Title: Senior Vice President Date: March 30, 2001 CHEVRON CORPORATION By: /s/ DAVID J. O'REILLY
------------------------------------ Name: David J. O'Reilly Title: Chairman and CEO Date: March 27, 2001 KEEPEP
INC. By: /s/ JOHN S. WATSON ------------------------------------ Name: John S. Watson Title: Vice President,
Secretary & Treasurer Date: March 28, 2001 A-1-1 153 ANNEX B STOCK OPTION AGREEMENT THIS STOCK
OPTION AGREEMENT (this "Agreement"), dated as of October 15, 2000, between Chevron Corporation, a
Delaware corporation ("Parent"), and Texaco Inc., a Delaware corporation (the "Company"). WITNESSETH:
WHEREAS, Parent and the Company are concurrently with the execution and delivery of this Agreement entering
into an Agreement and Plan of Merger (the "Merger Agreement") pursuant to which, among other things, Merger
Subsidiary will merge with and into the Company on the terms and subject to the conditions stated therein; and
WHEREAS, in order to induce Parent to enter into the Merger Agreement and as a condition for Parent's agreeing so
to do, the Company has granted to Parent the Stock Option (as hereinafter defined), on the terms and conditions set
forth herein; NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth herein and in
the Merger Agreement, and for other good and valuable consideration, the adequacy of which is hereby
acknowledged, the parties hereto agree as follows: SECTION 1. Definitions. Capitalized terms used and not defined
herein have the respective meanings assigned to them in the Merger Agreement. SECTION 2. Grant of Stock Option.
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(a) The Company hereby grants to Parent an irrevocable option (the "Stock Option") to purchase, on the terms and
subject to the conditions hereof, for $53.71 per share (the "Exercise Price") in cash, up to 107,000,000 fully paid and
non-assessable shares (the "Option Shares") of the Company's common stock, par value $3.125 per share (the
"Common Stock"). The Exercise Price and number of Option Shares shall be subject to adjustment as provided in
Sections 2(b) and 6 below. (b) In the event that any (i) additional shares of Common Stock are issued or otherwise
become outstanding after the date of the Agreement (other than pursuant to this Agreement) or (ii) shares of Common
Stock are redeemed, repurchased, retired or otherwise cease to be outstanding after the date of the Agreement, the
number of shares of Common Stock subject to the Stock Option shall be increased or decreased, as appropriate, so that
after such issuance or redemption, such number equals 19.9% of the number of shares of Common Stock then issued
and outstanding (without giving effect to any shares subject or issued pursuant to the Stock Option). Nothing
contained in this Section 2(b) or elsewhere in this Agreement shall be deemed to authorize Parent or the Company to
breach any provision of the Merger Agreement. SECTION 3. Exercise of Stock Option. (a) Parent may, subject to the
provisions of this Section, exercise the Stock Option, in whole or in part, at any time or from time to time, after the
occurrence of a Company Trigger Event (defined below) and prior to the Termination Date. "Termination Date" shall
mean the earliest of (i) the Effective Time of the Merger, (ii) 90 days after the date full payment contemplated by
Section 10.5 of the Merger Agreement is made by the Company to Parent thereunder or (iii) one day after the date of
the termination of the Merger Agreement so long as, in the case of this clause (iii), no Company Trigger Event has
occurred or could still occur pursuant to Section 10.5 of the Merger Agreement. Notwithstanding the occurrence of the
Termination Date, Parent shall be entitled to purchase Option Shares pursuant to any exercise of the Stock Option, on
the terms and subject to the conditions hereof, to the extent Parent exercised the Stock Option prior to the occurrence
of the Termination Date. A "Company Trigger Event" shall mean an event the result of which is that the Company
becomes obligated to pay a fee to Parent pursuant to Section 10.5 of the Merger Agreement. B-1 154 (b) Parent may
purchase Option Shares pursuant to the Stock Option only if all of the following conditions are satisfied: (i) no
preliminary or permanent injunction or other order issued by any federal or state court of competent jurisdiction in the
United States shall be in effect prohibiting delivery of the Option Shares, (ii) any applicable waiting period under the
HSR Act shall have expired or been terminated, and (iii) any prior notification to or approval of any other regulatory
authority in the United States or elsewhere required in connection with such purchase shall have been made or
obtained, other than those which if not made or obtained would not reasonably be expected to result in a Material
Adverse Effect on the Company and its Subsidiaries, taken as a whole. (c) If Parent shall be entitled to and wishes to
exercise the Stock Option, it shall do so by giving the Company written notice (the "Stock Exercise Notice") to such
effect, specifying the number of Option Shares to be purchased and a place and closing date not earlier than three
business days nor later than 10 business days from the date of such Stock Exercise Notice. If the closing cannot be
consummated on such date because any condition to the purchase of Option Shares set forth in Section 3(b) has not
been satisfied or as a result of any restriction arising under any applicable law or regulation, the closing shall occur
five days (or such earlier time as Parent may specify) after satisfaction of all such conditions and the cessation of all
such restrictions; provided that in no event shall the closing of the purchase be postponed by more than nine months
after the Termination Date as a result of this clause (c). (d) So long as the Stock Option is exercisable pursuant to the
terms of Section 3(a) Parent may elect to send a written notice to the Company (the "Cash Exercise Notice")
specifying a date not later than 20 business days and not earlier than 10 business days following the date such notice is
given on which date the Company shall pay to Parent in exchange for the cancellation of the relevant portion of the
Stock Option an amount in cash equal to the Spread (as hereinafter defined) multiplied by all or such portion of the
Option Shares subject to the Stock Option as Parent shall specify. As used herein, "Spread" shall mean the excess, if
any, over the Exercise Price of the higher of (x) if applicable, the highest price per share of Common Stock paid or
proposed to be paid by any Person pursuant to any Acquisition Proposal relating to the Company (the "Alternative
Exercise Price") or (y) the average of the closing price of the shares of Common Stock on the NYSE at the end of the
regular session, as reported on the Consolidated Tape, Network A for the five consecutive trading days ending on and
including the trading date immediately preceding the date on which the Cash Exercise Notice is given (the "Average
Market Price"). If the Alternative Exercise Price includes any property other than cash, the Alternative Exercise Price
shall be the sum of (i) the fixed cash amount, if any, included in the Alternative Exercise Price plus (ii) the fair market
value of such other property. If such other property consists of securities with an existing public trading market, the
average of the closing prices (or the average of the closing bid and asked prices if closing prices are unavailable) for
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such securities in their principal public trading market on the five trading days ending five days prior to the date on
which the Cash Exercise Notice is given shall be deemed to equal the fair market value of such property. If such other
property includes anything other than cash or securities with an existing public trading market, the Alternative
Exercise Price shall be deemed to equal the Average Market Price. Upon exercise of its right pursuant to this Section
3(d) and the receipt by Parent of the applicable cash amount with respect to the Option Shares or the applicable
portion thereof, the obligations of the Company to deliver Option Shares pursuant to Section 3(e) shall be terminated
with respect to the number of Option Shares specified in the Cash Exercise Notice. The Spread shall be appropriately
adjusted, if applicable, to give effect to Section 6. (e)(i) At any closing pursuant to Section 3(c) hereof, Parent shall
make payment to the Company of the aggregate purchase price for the Option Shares to be purchased and the
Company shall deliver to Parent a certificate representing the purchased Option Shares, registered in the name of
Parent or its designee and (ii) at any closing pursuant to Section 3(d) hereof, the Company will deliver to Parent cash
in an amount determined pursuant to Section 3(d) hereof. Any payment made by Parent to the Company, or by the
Company to Parent, pursuant to this Agreement shall be made by wire transfer of immediately available funds to a
bank designated by the party receiving such funds, provided that the failure or refusal by the Company to designate
such a bank account shall not preclude Parent from exercising the Stock Option. If at the time of the issuance of
Option Shares pursuant to the exercise of the Stock Option, Company Rights or any similar B-2 155 securities are
outstanding, then the Option Shares issued pursuant to such exercise shall be accompanied by corresponding
Company Rights or such similar securities. (f) Certificates for Common Stock delivered at the closing described in
Section 3(c) hereof shall be endorsed with a restrictive legend which shall read substantially as follows: "The transfer
of the shares represented by this certificate is subject to resale restrictions arising under the Securities Act of 1933, as
amended. The shares represented by this certificate are also subject to repurchase by the Issuer pursuant to the Stock
Option Agreement dated as of October 15, 2000, a copy of which agreement may be obtained upon request from the
Issuer." It is understood and agreed that the above legend shall be removed by delivery of substitute certificate(s)
without this reference (i) if Parent shall have delivered to the Company a copy of a no-action letter from the staff of
the Securities and Exchange Commission, or a written opinion of counsel, in form and substance reasonably
satisfactory to the Company, to the effect that such legend is not required for purposes of, or resale may be effected
pursuant to an exemption from registration under, the Securities Act or (ii) in connection with any sale registered
under the Securities Act. In addition, these certificates shall bear any other legend as may be required by applicable
law. (g) At any time following the exercise by Parent of the Stock Option, the Company shall have the right, within 5
business days after written notice to Parent, to purchase for cash all of the Option Shares received by Parent pursuant
to this Agreement at a purchase price per share equal to the higher of (x) the Alternative Exercise Price or (y) the
Average Market Price. At any closing pursuant to this Section 3(g), the Company shall make payment to Parent of the
aggregate purchase price for the Option Shares to be purchased and Parent shall deliver to the Company a certificate
representing the purchased Option Shares. SECTION 4. Representations and Warranties of the Company. The
Company hereby represents and warrants to Parent as follows: (a) The Company is a corporation duly incorporated,
validly existing and in good standing under the laws of the State of Delaware. The execution, delivery and
performance by the Company of this Agreement and the consummation by the Company of the transactions
contemplated hereby (i) are within the Company's corporate powers, (ii) have been duly authorized by all necessary
corporate action, (iii) require no action by or in respect of, or filing with, any governmental body, agency or official,
except for compliance with any applicable requirements of the HSR Act, the Exchange Act, the Securities Act, and
laws, rules and regulations in foreign jurisdictions governing antitrust or merger control matters (iv) assuming
compliance with the matters referred to in clause (iii), do not contravene, or constitute a violation of, any provision of
applicable law or regulation or of the certificate of incorporation or by-laws of the Company or of any judgment,
injunction, order or decree binding upon the Company or any of its Subsidiaries, (v) do not and will not constitute a
default under or give rise to a right of termination, cancellation or acceleration of any right or obligation of the
Company or any of its Subsidiaries or to a loss of any benefit to which the Company or any of its Subsidiaries is
entitled under any provision of any agreement, contract or other instrument binding upon the Company or any of its
Subsidiaries or any license, franchise, permit or other similar authorization held by the Company or any of its
Subsidiaries, and (vi) do not and will not result in the creation or imposition of any Lien on any asset of the Company
or any of its Subsidiaries, except for such contraventions, conflicts or violations referred to in clause (iv) or defaults,
rights of termination, cancellation or acceleration, or losses or Liens referred to in clauses (v) and (vi) that would not,
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individually or in the aggregate, have a Material Adverse Effect on the Company. This Agreement has been duly
executed and delivered by the Company and constitutes a valid and binding agreement of the Company. (b) The
Company has taken all necessary corporate action to authorize and reserve and to permit it to issue, and at all times
from the date hereof until such time as the obligation to deliver Option Shares upon the exercise of the Stock Option
terminates, will have reserved for issuance upon any exercise of the Stock Option, the number of Option Shares
subject to the Stock Option (less the number of Option Shares previously issued upon any partial exercise of the Stock
Option). All of the Option Shares to be B-3 156 issued pursuant to the Stock Option have been duly authorized and,
upon issuance and delivery thereof pursuant to this Agreement, will be duly authorized, validly issued, fully paid and
nonassessable, and will be delivered free and clear of all claims, liens, charges, encumbrances and security interests
(other than those created by this Agreement). Option Shares issued upon exercise of the Stock Option will not be
subject to any preemptive or similar rights. The Board of Directors of the Company has resolved to, and the Company
promptly after execution of this Agreement will, take all necessary action to render the Company Rights Agreement
inapplicable to the grant or exercise of the Stock Option and the transactions contemplated hereby. The Board of
Directors of the Company has taken all necessary action to render section 203 of the Delaware Law, or any other
antitakeover statute or similar statute or regulation, and the supermajority voting provisions of Article XIII of the
Company's certificate of incorporation and Article VII of the Company's by-laws inapplicable to the acquisition of the
Option Shares pursuant to this Agreement. SECTION 5. Representations and Warranties of Parent. Parent hereby
represents and warrants to the Company as follows: Parent is a corporation duly incorporated, validly existing and in
good standing under the laws of the State of Delaware. The execution, delivery and performance by Parent of this
Agreement and the consummation of the transactions contemplated hereby (i) are within Parent's corporate powers
and (ii) have been duly authorized by all necessary corporate action. The Option Shares acquired by Parent upon the
exercise of the Stock Option will not be, and the Stock Option is not being, acquired by Parent with the intention of
making a public distribution thereof. Neither the Stock Option nor the Option Shares acquired upon exercise of the
Stock Option will be sold or otherwise disposed of by Parent except in compliance with the Securities Act. This
agreement has been duly executed and delivered by Parent and constitutes a valid and binding agreement of Parent.
SECTION 6. Adjustment upon Changes in Capitalization or Merger. (a) In the event of any change in the outstanding
shares of Common Stock by reason of a stock dividend, stock split, reverse stock split, split-up, merger, consolidation,
recapitalization, combination, conversion, exchange of shares, extraordinary or liquidating dividend or similar
transaction which would affect Parent's rights hereunder, the type and number of shares or securities purchasable upon
the exercise of the Stock Option and the Exercise Price shall be adjusted appropriately, and proper provision will be
made in the agreements governing such transaction, as shall fully preserve the economic benefits provided hereunder
to Parent and the full satisfaction of the Company's obligations hereunder. In no event shall the number of shares of
Common Stock subject to the Stock Option exceed 19.9% of the number of shares of Common Stock issued and
outstanding at the time of exercise (without giving effect to any shares subject or issued pursuant to the Stock Option).
(b) Without limiting the foregoing, whenever the number of Option Shares purchasable upon exercise of the Stock
Option is adjusted as provided in this Section 6, the Exercise Price shall be adjusted by multiplying the Exercise Price
by a fraction, the numerator of which is equal to the number of Option Shares purchasable prior to the adjustment and
the denominator of which is equal to the number of Option Shares purchasable after the adjustment. (c) Without
limiting or altering the parties' rights and obligations under the Merger Agreement, in the event that the Company
enters into an agreement (i) to consolidate with or merge into any Person, other than Parent or one of its Subsidiaries,
and the Company will not be the continuing or surviving corporation in such consolidation or merger, (ii) to permit
any Person, other than Parent or one of its Subsidiaries, to merge into the Company and the Company will be the
continuing or surviving corporation, but in connection with such merger, the shares of Common Stock outstanding
immediately prior to the consummation of such merger will be changed into or exchanged for stock or other securities
of the Company or any other Person or cash or any other property, or the shares of Common Stock outstanding
immediately prior to the consummation of such merger will, after such merger, represent less than 50% of the
outstanding voting securities of the merged company, or (iii) to sell or otherwise transfer all or substantially all of its
assets to any Person, other than Parent or one of its Subsidiaries, then, and in each such case, the agreement governing
such transaction will make proper provision so that the Stock Option will, upon the consummation of any such
transaction and upon B-4 157 the terms and conditions set forth herein, be converted into, or exchanged for, an option
with identical terms appropriately adjusted to acquire the number and class of shares or other securities or property
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that Parent would have received in respect of Option Shares had the Stock Option been exercised immediately prior to
such consolidation, merger, sale or transfer or the record date therefor, as applicable, and shall make any other
necessary adjustments. The Company shall take such steps in connection with such consolidation, merger, liquidation
or other such transaction as may be reasonably necessary to assure that the provisions hereof shall thereafter apply as
nearly as possible to any securities or property thereafter deliverable upon exercise of the Stock Option. SECTION 7.
Further Assurances; Remedies. (a) The Company agrees to maintain, free from preemptive rights, sufficient
authorized but unissued or treasury shares of Common Stock so that the Stock Option may be fully exercised without
additional authorization of Common Stock after giving effect to all other options, warrants, convertible securities and
other rights of third parties to purchase shares of Common Stock from the Company, and to issue the appropriate
number of shares of Common Stock pursuant to the terms of this Agreement. All of the Option Shares to be issued
pursuant to the Stock Option, upon issuance and delivery thereof pursuant to this Agreement, will be duly authorized,
validly issued, fully paid and non-assessable, and will be delivered free and clear of all claims, liens, charges,
encumbrances and security interests (other than those created by this Agreement). (b) The Company agrees not to
avoid or seek to avoid (whether by charter amendment or through reorganization, consolidation, merger, issuance of
rights, dissolution or sale of assets, or by any other voluntary act) the observance or performance of any of the
covenants, agreements or conditions to be observed or performed hereunder by the Company. (c) The Company
agrees that promptly after the occurrence of a Company Trigger Event it shall take all actions as may from time to
time be required (including (i) complying with all applicable premerger notification, reporting and waiting period
requirements under the HSR Act and (ii) in the event that prior notification to or approval of any other regulatory
authority in the United States or elsewhere is necessary before the Stock Option may be exercised, complying with its
obligations thereunder and cooperating with Parent in preparing and processing the required notices or applications) in
order to permit Parent to exercise the Stock Option and purchase Option Shares pursuant to such exercise. (d) The
parties agree that Parent would be irreparably damaged if for any reason the Company failed to issue any of the
Option Shares (or other securities or property deliverable pursuant to Section 6 hereof) upon exercise of the Stock
Option or to perform any of its other obligations under this Agreement, and that Parent would not have an adequate
remedy at law for money damages in such event. Accordingly, Parent shall be entitled to specific performance and
injunctive and other equitable relief to enforce the performance of this Agreement by the Company. Accordingly, if
Parent should institute an action or proceeding seeking specific enforcement of the provisions hereof, the Company
hereby waives the claim or defense that Parent has an adequate remedy at law and hereby agrees not to assert in any
such action or proceeding the claim or defense that such a remedy at law exists. The Company further agrees to waive
any requirements for the securing or posting of any bond in connection with obtaining any such equitable relief. This
provision is without prejudice to any other rights that Parent may have against the Company for any failure to perform
its obligations under this Agreement. SECTION 8. Listing of Option Shares. Promptly after the occurrence of a
Company Trigger Event and from time to time thereafter if necessary, the Company will apply to list all of the Option
Shares subject to the Stock Option on the NYSE and will use its reasonable best efforts to obtain approval of such
listing as soon as practicable. SECTION 9. Registration of the Option Shares. (a) If, within two years of the exercise
of the Stock Option, Parent requests the Company in writing to register under the Securities Act any of the Option
Shares received by Parent hereunder, the Company will use its reasonable best efforts to cause the offering of the
Option Shares so specified in such request to be B-5 158 registered as soon as practicable so as to permit the sale or
other distribution by Parent of the Option Shares specified in its request (and to keep such registration in effect for a
period of at least 90 days), and in connection therewith the Company shall prepare and file as promptly as reasonably
possible (but in no event later than 60 days from receipt of Parent's request) a registration statement under the
Securities Act to effect such registration on an appropriate form, which would permit the sale of the Option Shares by
Parent in accordance with the plan of disposition specified by Parent in its request. The Company shall not be
obligated to make effective more than two registration statements pursuant to the foregoing sentence; provided,
however, that the Company may postpone the filing of a registration statement relating to a registration request by
Parent under this Section 9 for a period of time (not in excess of 90 days) if in the Company's reasonable, good faith
judgment (i) such filing would require the disclosure of material information that the Company has a bona fide
business purpose for preserving as confidential or (ii) the sale of Option Shares by Parent would materially interfere
with any pending or anticipated acquisition, financing or transaction involving the Company or its Subsidiaries (but in
no event shall the Company exercise such postponement right more than once in any twelve-month period). (b) The
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Company shall notify Parent in writing not less than 10 days prior to filing a registration statement under the
Securities Act (other than a filing on Form S-4 or S-8 or any successor form) with respect to any shares of Common
Stock. If Parent wishes to have any portion of its Option Shares included in such registration, it shall advise the
Company in writing to that effect within two business days following receipt of such notice, and the Company will
thereupon include the number of Option Shares indicated by Parent in such registration; provided that if the managing
underwriter(s) of the offering pursuant to such registration statement advise the Company that in their opinion the
number of shares of Common Stock requested to be included in such registration exceeds the number which can be
sold in such offering, the Company shall only include in such registration such number or dollar amount of Option
Shares which, in the good faith opinion of the managing underwriter(s), can be sold without materially and adversely
affecting such offering. (c) All expenses relating to or in connection with any registration contemplated under this
Section 9 and the transactions contemplated thereby (including all filing, printing, reasonable professional, roadshow
and other fees and expenses relating thereto) will be at the Company's expense except for underwriting discounts or
commissions and brokers' fees. The Company and Parent agree to enter into a customary underwriting agreement with
underwriters upon such terms and conditions as are customarily contained in underwriting agreements with respect to
secondary distributions. The Company shall indemnify Parent, its officers, directors, agents, other controlling persons
and any underwriters retained by Parent in connection with such sale of such Option Shares in the customary way, and
shall agree to customary contribution provisions with such persons, with respect to claims, damages, losses and
liabilities (and any expenses relating thereto) arising (or to which Parent, its officers, directors, agents, other
controlling persons or underwriters may be subject) in connection with any such offer or sale under the federal
securities laws or otherwise, except for information furnished in writing by Parent or its underwriters to the Company.
Parent and its underwriters, respectively, shall indemnify the Company to the same extent with respect to information
furnished in writing to the Company by Parent and such underwriters, respectively. SECTION 10. Miscellaneous. (a)
Extension of Exercise Periods. The periods during which Parent may exercise its rights under Sections 2 and 3 hereof,
or the Company may exercise its rights under Section 2(g), shall be extended in each such case at the request of Parent
to the extent necessary to avoid liability by Parent under Section 16(b) of the Exchange Act by reason of such
exercise. (b) Amendments; Entire Agreement. This Agreement may not be modified, amended, altered or
supplemented, except upon the execution and delivery of a written agreement executed by the parties hereto. This
Agreement, together with the Merger Agreement (including any exhibits and schedules thereto), contains the entire
agreement between the parties hereto with respect to the subject matter hereof and supersedes all prior and
contemporaneous agreements and understandings, oral or written, with respect to such transactions. B-6 159 (c)
Notices. All notices, requests and other communications to either party hereunder shall be in writing (including
facsimile or similar writing) and shall be given, if to Parent, to: Harvey D. Hinman, Esq. Vice President and General
Counsel Chevron Corporation 575 Market Street San Francisco, California 94105 Facsimile No.: (415) 894-6017 with
copies to: Alfred L. Pepin, Esq. 1156 Mee Lane St. Helena, California 94574 Facsimile No.: (707) 967-0551 and
Arthur Fleischer, Jr., Esq. Gary P. Cooperstein, Esq. Fried, Frank, Harris, Shriver & Jacobson One New York Plaza
New York, NY 10004-1980 Facsimile No.: (212) 859-4000 and Terry M. Kee, Esq. Rodney R. Peck, Esq. Pillsbury
Madison & Sutro LLP 50 Fremont Street San Francisco, California 94105 Facsimile No.: (415) 983-1200 if to the
Company, to: William M. Wicker Senior Vice President Texaco Inc. 2000 Westchester Avenue White Plains, New
York 10650 Facsimile No.: (914) 253-4280 with copies to: Deval Patrick, Esq. General Counsel and Vice President
Texaco Inc. 2000 Westchester Avenue White Plains, New York 10650 Facsimile No.: (914) 253-4477 B-7 160 and
Dennis S. Hersch, Esq. Ulrika Ekman, Esq. Davis Polk & Wardwell 450 Lexington Avenue New York, NY 10017
Facsimile No.: (212) 450-4800 or to such other address or facsimile number as either party may hereafter specify for
the purpose by notice to the other party hereto. Each such notice, request or other communication shall be effective (i)
if given by facsimile, when such facsimile is transmitted to the facsimile number specified in this Section and the
appropriate facsimile confirmation is received or (ii) if given by any other means, when delivered at the address
specified in this Section. (d) Expenses. Each party hereto shall pay its own expenses incurred in connection with this
Agreement, except as otherwise specifically provided herein and without limiting anything contained in the Merger
Agreement. (e) Severability. If any term, provision, covenant or restriction of this Agreement is held to be invalid,
void or unenforceable, the remainder of the terms, provisions, covenants and restrictions of this Agreement shall
remain in full force and effect and shall in no way be affected, impaired or invalidated. (f) Governing Law;
Jurisdiction. This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware
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without regard to principles of conflicts of law. Any suit, action or proceeding seeking to enforce any provision of, or
based on any matter arising out of or in connection with, this Agreement or the transactions contemplated hereby may
be brought in any federal or state court located in the State of Delaware, and each of the parties hereby consents to the
jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding
and irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding
which is brought in any such court has been brought in an inconvenient forum. Process in any such suit, action or
proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such
court. Without limiting the foregoing, each party agrees that service of process on such party as provided in Section
10(c) hereof shall be deemed effective service of process on such party. (g) Waiver of Jury Trial. EACH OF THE
PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY
LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY. (h) Counterparts. This Agreement may be executed in two or more counterparts, each
of which shall be an original, but all of which together shall constitute one and the same agreement. (i) Headings. The
section headings herein are for convenience only and shall not affect the construction hereof. (j) Assignment. This
Agreement shall be binding upon each party hereto and such party's successors and assigns. This Agreement shall not
be assignable by the Company, but may be assigned by Parent in whole or in part to any direct or indirect
wholly-owned subsidiary of Parent, provided that Parent shall remain liable for any obligations so assigned. (k)
Survival. All representations, warranties and covenants contained herein shall survive the execution and delivery of
this Agreement and the consummation of the transactions contemplated hereby. (l) Time of the Essence. The parties
agree that time shall be of the essence in the performance of obligations hereunder. B-8 161 (m) Public
Announcement. Parent and the Company will consult with each other before issuing any press release or making any
public statement with respect to this Agreement and the transactions contemplated hereby and shall not issue any such
press release or make any such public statement without the prior consent of the other party, which shall not be
unreasonably withheld. Notwithstanding the foregoing, any such press release or public statement as may be required
by applicable law or any listing agreement with any national securities exchange, may be issued prior to such
consultation, if the party making such release or statement has used its reasonable efforts to consult with the other
party. SECTION 11. Profit Limitation. (a) Notwithstanding any other provision of this Agreement or the Merger
Agreement, in no event shall Parent's Total Profit (as defined below) exceed $1,100,000,000 (the "Maximum
Amount") and, if it otherwise would exceed such Maximum Amount, Parent at its sole election may (i) pay cash to the
Company, (ii) deliver to the Company for cancellation Option Shares previously purchased by Parent, or (iii) any
combination thereof, so that Parent's actually realized Total Profit (as defined below) shall not exceed the Maximum
Amount after taking into account the foregoing actions. (b) Notwithstanding any other provision of this Agreement,
the Stock Option may not be exercised for a number of Option Shares as would, as of the date of the Stock Exercise
Notice or Cash Exercise Notice, as applicable, result in a Notional Total Profit (as defined below) of more than the
Maximum Amount and, if exercise of the Stock Option otherwise would result in the Notional Total Profit exceeding
such amount, Parent, at its discretion, may (in addition to any of the actions specified in Section 11(a) above) increase
the Exercise Price for that number of Option Shares set forth in the Stock Exercise Notice or Cash Exercise Notice, as
applicable, so that the Notional Total Profit shall not exceed the Maximum Amount; provided, that nothing in this
sentence shall restrict any exercise of the Stock Option permitted hereby on any subsequent date at the Exercise Price
set forth in Section 2 hereof. (c) As used herein, the term "Total Profit" shall mean the aggregate amount (before
taxes) of the following: (i) the cash amount actually received by Parent pursuant to Section 10.5 of the Merger
Agreement less any repayment by Parent to the Company pursuant to Section 11(a)(i) hereof, (ii)(x) the net cash
amounts or the fair market value of any property received by Parent pursuant to the sale of Option Shares (or of any
other securities into or for which such Option Shares are converted or exchanged), less (y) Parent's purchase price for
such Option Shares (or other securities) plus (iii) the aggregate amounts received by Parent pursuant to Section 3(d).
(d) As used herein, the term "Notional Total Profit" with respect to any number of Option Shares as to which Parent
may propose to exercise the Stock Option shall mean the Total Profit determined as of the date of the Stock Exercise
Notice or Cash Exercise Notice, as applicable, assuming that the Stock Option was exercised on such date for such
number of Option Shares and assuming that such Option Shares, together with all other Option Shares previously
acquired upon exercise of the Stock Option and held by Parent and its affiliates as of such date, were sold for cash at
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the closing price on the NYSE for the Common Stock as of the close of business on the preceding trading day (less
customary brokerage commissions). B-9 162 IN WITNESS WHEREOF, the Company and Parent have caused this
Agreement to be duly executed as of the day and year first above written. TEXACO INC. By: /s/ PETER I. BIJUR
------------------------------------ Name: Peter I. Bijur Title: Chairman of the Board and Chief Executive Officer
CHEVRON CORPORATION By: /s/ DAVID J. O'REILLY ------------------------------------ Name: David J. O'Reilly
Title: Chairman of the Board and Chief Executive Officer B-10 163 ANNEX C STOCK OPTION AGREEMENT
THIS STOCK OPTION AGREEMENT (this "Agreement"), dated as of October 15, 2000, between Chevron
Corporation, a Delaware corporation ("Parent"), and Texaco Inc., a Delaware corporation (the "Company").
WITNESSETH: WHEREAS, Parent and the Company are concurrently with the execution and delivery of this
Agreement entering into an Agreement and Plan of Merger (the "Merger Agreement") pursuant to which, among other
things, Merger Subsidiary will merge with and into the Company on the terms and subject to the conditions stated
therein; and WHEREAS, in order to induce the Company to enter into the Merger Agreement and as a condition for
the Company's agreeing so to do, Parent has granted to the Company the Stock Option (as hereinafter defined), on the
terms and conditions set forth herein; NOW, THEREFORE, in consideration of the mutual covenants and agreements
set forth herein and in the Merger Agreement, and for other good and valuable consideration, the adequacy of which is
hereby acknowledged, the parties hereto agree as follows: SECTION 1. Definitions. Capitalized terms used and not
defined herein have the respective meanings assigned to them in the Merger Agreement. SECTION 2. Grant of Stock
Option. (a) Parent hereby grants to the Company an irrevocable option (the "Stock Option") to purchase, on the terms
and subject to the conditions hereof, for $85.96 per share (the "Exercise Price") in cash, up to 127,000,000 fully paid
and non-assessable shares (the "Option Shares") of Parent's common stock, par value $0.75 per share (the "Common
Stock"). The Exercise Price and number of Option Shares shall be subject to adjustment as provided in Sections 2(b)
and 6 below. (b) In the event that any (i) additional shares of Common Stock are issued or otherwise become
outstanding after the date of the Agreement (other than pursuant to this Agreement) or (ii) shares of Common Stock
are redeemed, repurchased, retired or otherwise cease to be outstanding after the date of the Agreement, the number of
shares of Common Stock subject to the Stock Option shall be increased or decreased, as appropriate, so that after such
issuance or redemption, such number equals 19.9% of the number of shares of Common Stock then issued and
outstanding (without giving effect to any shares subject or issued pursuant to the Stock Option). Nothing contained in
this Section 2(b) or elsewhere in this Agreement shall be deemed to authorize Parent or the Company to breach any
provision of the Merger Agreement. SECTION 3. Exercise of Stock Option. (a) The Company may, subject to the
provisions of this Section, exercise the Stock Option, in whole or in part, at any time or from time to time, after the
occurrence of a Parent Trigger Event (defined below) and prior to the Termination Date. "Termination Date" shall
mean the earliest of (i) the Effective Time of the Merger, (ii) 90 days after the date full payment contemplated by
Section 10.6 of the Merger Agreement is made by Parent to the Company thereunder or (iii) one day after the date of
the termination of the Merger Agreement so long as, in the case of this clause (iii), no Parent Trigger Event has
occurred or could still occur pursuant to Section 10.6 of the Merger Agreement. Notwithstanding the occurrence of the
Termination Date, the Company shall be entitled to purchase Option Shares pursuant to any exercise of the Stock
Option, on the terms and subject to the conditions hereof, to the extent the Company exercised the Stock Option prior
to the occurrence of the Termination Date. A "Parent Trigger Event" shall mean an event the result of which is that
Parent becomes obligated to pay a fee to the Company pursuant to Section 10.6 of the Merger Agreement. C-1 164 (b)
The Company may purchase Option Shares pursuant to the Stock Option only if all of the following conditions are
satisfied: (i) no preliminary or permanent injunction or other order issued by any federal or state court of competent
jurisdiction in the United States shall be in effect prohibiting delivery of the Option Shares, (ii) any applicable waiting
period under the HSR Act shall have expired or been terminated, and (iii) any prior notification to or approval of any
other regulatory authority in the United States or elsewhere required in connection with such purchase shall have been
made or obtained, other than those which if not made or obtained would not reasonably be expected to result in a
Material Adverse Effect on Parent and its Subsidiaries, taken as a whole. (c) If the Company shall be entitled to and
wishes to exercise the Stock Option, it shall do so by giving Parent written notice (the "Stock Exercise Notice") to
such effect, specifying the number of Option Shares to be purchased and a place and closing date not earlier than three
business days nor later than 10 business days from the date of such Stock Exercise Notice. If the closing cannot be
consummated on such date because any condition to the purchase of Option Shares set forth in Section 3(b) has not
been satisfied or as a result of any restriction arising under any applicable law or regulation, the closing shall occur
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five days (or such earlier time as the Company may specify) after satisfaction of all such conditions and the cessation
of all such restrictions; provided that in no event shall the closing of the purchase be postponed by more than nine
months after the Termination Date as a result of this clause (c). (d) So long as the Stock Option is exercisable pursuant
to the terms of Section 3(a) the Company may elect to send a written notice to Parent (the "Cash Exercise Notice")
specifying a date not later than 20 business days and not earlier than 10 business days following the date such notice is
given on which date Parent shall pay to the Company in exchange for the cancellation of the relevant portion of the
Stock Option an amount in cash equal to the Spread (as hereinafter defined) multiplied by all or such portion of the
Option Shares subject to the Stock Option as the Company shall specify. As used herein, "Spread" shall mean the
excess, if any, over the Exercise Price of the higher of (x) if applicable, the highest price per share of Common Stock
paid or proposed to be paid by any Person pursuant to any Acquisition Proposal relating to Parent (the "Alternative
Exercise Price") or (y) the average of the closing price of the shares of Common Stock on the NYSE at the end of the
regular session, as reported on the Consolidated Tape, Network A for the five consecutive trading days ending on and
including the trading date immediately preceding the date on which the Cash Exercise Notice is given (the "Average
Market Price"). If the Alternative Exercise Price includes any property other than cash, the Alternative Exercise Price
shall be the sum of (i) the fixed cash amount, if any, included in the Alternative Exercise Price plus (ii) the fair market
value of such other property. If such other property consists of securities with an existing public trading market, the
average of the closing prices (or the average of the closing bid and asked prices if closing prices are unavailable) for
such securities in their principal public trading market on the five trading days ending five days prior to the date on
which the Cash Exercise Notice is given shall be deemed to equal the fair market value of such property. If such other
property includes anything other than cash or securities with an existing public trading market, the Alternative
Exercise Price shall be deemed to equal the Average Market Price. Upon exercise of its right pursuant to this Section
3(d) and the receipt by the Company of the applicable cash amount with respect to the Option Shares or the applicable
portion thereof, the obligations of Parent to deliver Option Shares pursuant to Section 3(e) shall be terminated with
respect to the number of Option Shares specified in the Cash Exercise Notice. The Spread shall be appropriately
adjusted, if applicable, to give effect to Section 6. (e)(i) At any closing pursuant to Section 3(c) hereof, the Company
shall make payment to Parent of the aggregate purchase price for the Option Shares to be purchased and Parent shall
deliver to the Company a certificate representing the purchased Option Shares, registered in the name of the Company
or its designee and (ii) at any closing pursuant to Section 3(d) hereof, Parent will deliver to the Company cash in an
amount determined pursuant to Section 3(d) hereof. Any payment made by the Company to Parent, or by Parent to the
Company, pursuant to this Agreement shall be made by wire transfer of immediately available funds to a bank
designated by the party receiving such funds, provided that the failure or refusal by Parent to designate such a bank
account shall not preclude the Company from exercising the Stock Option. If at the time of the issuance of Option
Shares pursuant to the exercise of the Stock Option, Parent Rights or any similar securities C-2 165 are outstanding,
then the Option Shares issued pursuant to such exercise shall be accompanied by corresponding Parent Rights or such
similar securities. (f) Certificates for Common Stock delivered at the closing described in Section 3(c) hereof shall be
endorsed with a restrictive legend which shall read substantially as follows: "The transfer of the shares represented by
this certificate is subject to resale restrictions arising under the Securities Act of 1933, as amended. The shares
represented by this certificate are also subject to repurchase by the Issuer pursuant to the Stock Option Agreement
dated as of October 15, 2000, a copy of which agreement may be obtained upon request from the Issuer." It is
understood and agreed that the above legend shall be removed by delivery of substitute certificate(s) without this
reference (i) if the Company shall have delivered to Parent a copy of a no-action letter from the staff of the Securities
and Exchange Commission, or a written opinion of counsel, in form and substance reasonably satisfactory to Parent,
to the effect that such legend is not required for purposes of, or resale may be effected pursuant to an exemption from
registration under, the Securities Act or (ii) in connection with any sale registered under the Securities Act. In
addition, these certificates shall bear any other legend as may be required by applicable law. (g) At any time following
the exercise by the Company of the Stock Option, Parent shall have the right, within 5 business days after written
notice to the Company, to purchase for cash all of the Option Shares received by the Company pursuant to this
Agreement at a purchase price per share equal to the higher of (x) the Alternative Exercise Price or (y) the Average
Market Price. At any closing pursuant to this Section 3(g), Parent shall make payment to the Company of the
aggregate purchase price for the Option Shares to be purchased and the Company shall deliver to Parent a certificate
representing the purchased Option Shares. SECTION 4. Representations and Warranties of Parent. Parent hereby

Edgar Filing: UNITED PARCEL SERVICE INC - Form SC 13G/A

68



represents and warrants to the Company as follows: (a) Parent is a corporation duly incorporated, validly existing and
in good standing under the laws of the State of Delaware. The execution, delivery and performance by Parent of this
Agreement and the consummation by Parent of the transactions contemplated hereby (i) are within Parent's corporate
powers, (ii) have been duly authorized by all necessary corporate action, (iii) require no action by or in respect of, or
filing with, any governmental body, agency or official, except for compliance with any applicable requirements of the
HSR Act, the Exchange Act, the Securities Act, and laws, rules and regulations in foreign jurisdictions governing
antitrust or merger control matters (iv) assuming compliance with the matters referred to in clause (iii), do not
contravene, or constitute a violation of, any provision of applicable law or regulation or of the certificate of
incorporation or by-laws of Parent or of any judgment, injunction, order or decree binding upon Parent or any of its
Subsidiaries, (v) do not and will not constitute a default under or give rise to a right of termination, cancellation or
acceleration of any right or obligation of Parent or any of its Subsidiaries or to a loss of any benefit to which Parent or
any of its Subsidiaries is entitled under any provision of any agreement, contract or other instrument binding upon
Parent or any of its Subsidiaries or any license, franchise, permit or other similar authorization held by Parent or any
of its Subsidiaries, and (vi) do not and will not result in the creation or imposition of any Lien on any asset of Parent
or any of its Subsidiaries, except for such contraventions, conflicts or violations referred to in clause (iv) or defaults,
rights of termination, cancellation or acceleration, or losses or Liens referred to in clauses (v) and (vi) that would not,
individually or in the aggregate, have a Material Adverse Effect on Parent. This Agreement has been duly executed
and delivered by Parent and constitutes a valid and binding agreement of Parent. (b) Parent has taken all necessary
corporate action to authorize and reserve and to permit it to issue, and at all times from the date hereof until such time
as the obligation to deliver Option Shares upon the exercise of the Stock Option terminates, will have reserved for
issuance upon any exercise of the Stock Option, the number of Option Shares subject to the Stock Option (less the
number of Option Shares previously issued upon any partial exercise of the Stock Option). All of the Option Shares to
be C-3 166 issued pursuant to the Stock Option have been duly authorized and, upon issuance and delivery thereof
pursuant to this Agreement, will be duly authorized, validly issued, fully paid and nonassessable, and will be delivered
free and clear of all claims, liens, charges, encumbrances and security interests (other than those created by this
Agreement). Option Shares issued upon exercise of the Stock Option will not be subject to any preemptive or similar
rights. The Board of Directors of Parent has resolved to, and Parent promptly after execution of this Agreement will,
take all necessary action to render the Parent Rights Agreement inapplicable to the grant or exercise of the Stock
Option and the transactions contemplated hereby. The Board of Directors of Parent has (i) taken all necessary action
to render section 203 of the Delaware Law, or any other antitakeover statute or similar statute or regulation
inapplicable to the acquisition of the Option Shares pursuant to this Agreement, and (ii) has resolved to, and promptly
after the execution of this Agreement will, take all necessary action to render the supermajority voting provisions of
Article VII of Parent's Certificate of Incorporation inapplicable to the acquisition of the Option Shares pursuant to this
Agreement. SECTION 5. Representations and Warranties of the Company. The Company hereby represents and
warrants to Parent as follows: The Company is a corporation duly incorporated, validly existing and in good standing
under the laws of the State of Delaware. The execution, delivery and performance by the Company of this Agreement
and the consummation of the transactions contemplated hereby (i) are within the Company's corporate powers and (ii)
have been duly authorized by all necessary corporate action. The Option Shares acquired by the Company upon the
exercise of the Stock Option will not be, and the Stock Option is not being, acquired by the Company with the
intention of making a public distribution thereof. Neither the Stock Option nor the Option Shares acquired upon
exercise of the Stock Option will be sold or otherwise disposed of by the Company except in compliance with the
Securities Act. This agreement has been duly executed and delivered by the Company and constitutes a valid and
binding agreement of the Company. SECTION 6. Adjustment upon Changes in Capitalization or Merger. (a) In the
event of any change in the outstanding shares of Common Stock by reason of a stock dividend, stock split, reverse
stock split, split-up, merger, consolidation, recapitalization, combination, conversion, exchange of shares,
extraordinary or liquidating dividend or similar transaction which would affect the Company's rights hereunder, the
type and number of shares or securities purchasable upon the exercise of the Stock Option and the Exercise Price shall
be adjusted appropriately, and proper provision will be made in the agreements governing such transaction, as shall
fully preserve the economic benefits provided hereunder to the Company and the full satisfaction of Parent's
obligations hereunder. In no event shall the number of shares of Common Stock subject to the Stock Option exceed
19.9% of the number of shares of Common Stock issued and outstanding at the time of exercise (without giving effect
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to any shares subject or issued pursuant to the Stock Option). (b) Without limiting the foregoing, whenever the
number of Option Shares purchasable upon exercise of the Stock Option is adjusted as provided in this Section 6, the
Exercise Price shall be adjusted by multiplying the Exercise Price by a fraction, the numerator of which is equal to the
number of Option Shares purchasable prior to the adjustment and the denominator of which is equal to the number of
Option Shares purchasable after the adjustment. (c) Without limiting or altering the parties' rights and obligations
under the Merger Agreement, in the event that Parent enters into an agreement (i) to consolidate with or merge into
any Person, other than the Company or one of its Subsidiaries, and Parent will not be the continuing or surviving
corporation in such consolidation or merger, (ii) to permit any Person, other than the Company or one of its
Subsidiaries, to merge into Parent and Parent will be the continuing or surviving corporation, but in connection with
such merger, the shares of Common Stock outstanding immediately prior to the consummation of such merger will be
changed into or exchanged for stock or other securities of Parent or any other Person or cash or any other property, or
the shares of Common Stock outstanding immediately prior to the consummation of such merger will, after such
merger, represent less than 50% of the outstanding voting securities of the merged company, or (iii) to sell or
otherwise transfer all or substantially all of its assets to any Person, other than the Company or one of its Subsidiaries,
then, and in each such case, the agreement governing such transaction will make C-4 167 proper provision so that the
Stock Option will, upon the consummation of any such transaction and upon the terms and conditions set forth herein,
be converted into, or exchanged for, an option with identical terms appropriately adjusted to acquire the number and
class of shares or other securities or property that the Company would have received in respect of Option Shares had
the Stock Option been exercised immediately prior to such consolidation, merger, sale or transfer or the record date
therefor, as applicable, and shall make any other necessary adjustments. Parent shall take such steps in connection
with such consolidation, merger, liquidation or other such transaction as may be reasonably necessary to assure that
the provisions hereof shall thereafter apply as nearly as possible to any securities or property thereafter deliverable
upon exercise of the Stock Option. SECTION 7. Further Assurances; Remedies. (a) Parent agrees to maintain, free
from preemptive rights, sufficient authorized but unissued or treasury shares of Common Stock so that the Stock
Option may be fully exercised without additional authorization of Common Stock after giving effect to all other
options, warrants, convertible securities and other rights of third parties to purchase shares of Common Stock from
Parent, and to issue the appropriate number of shares of Common Stock pursuant to the terms of this Agreement. All
of the Option Shares to be issued pursuant to the Stock Option, upon issuance and delivery thereof pursuant to this
Agreement, will be duly authorized, validly issued, fully paid and non-assessable, and will be delivered free and clear
of all claims, liens, charges, encumbrances and security interests (other than those created by this Agreement). (b)
Parent agrees not to avoid or seek to avoid (whether by charter amendment or through reorganization, consolidation,
merger, issuance of rights, dissolution or sale of assets, or by any other voluntary act) the observance or performance
of any of the covenants, agreements or conditions to be observed or performed hereunder by Parent. (c) Parent agrees
that promptly after the occurrence of a Parent Trigger Event it shall take all actions as may from time to time be
required (including (i) complying with all applicable premerger notification, reporting and waiting period
requirements under the HSR Act and (ii) in the event that prior notification to or approval of any other regulatory
authority in the United States or elsewhere is necessary before the Stock Option may be exercised, complying with its
obligations thereunder and cooperating with the Company in preparing and processing the required notices or
applications) in order to permit the Company to exercise the Stock Option and purchase Option Shares pursuant to
such exercise. (d) The parties agree that the Company would be irreparably damaged if for any reason Parent failed to
issue any of the Option Shares (or other securities or property deliverable pursuant to Section 6 hereof) upon exercise
of the Stock Option or to perform any of its other obligations under this Agreement, and that the Company would not
have an adequate remedy at law for money damages in such event. Accordingly, the Company shall be entitled to
specific performance and injunctive and other equitable relief to enforce the performance of this Agreement by Parent.
Accordingly, if the Company should institute an action or proceeding seeking specific enforcement of the provisions
hereof, Parent hereby waives the claim or defense that Parent has an adequate remedy at law and hereby agrees not to
assert in any such action or proceeding the claim or defense that such a remedy at law exists. Parent further agrees to
waive any requirements for the securing or posting of any bond in connection with obtaining any such equitable relief.
This provision is without prejudice to any other rights that the Company may have against Parent for any failure to
perform its obligations under this Agreement. SECTION 8. Listing of Option Shares. Promptly after the occurrence of
a Parent Trigger Event and from time to time thereafter if necessary, Parent will apply to list all of the Option Shares
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subject to the Stock Option on the NYSE and will use its reasonable best efforts to obtain approval of such listing as
soon as practicable. SECTION 9. Registration of the Option Shares. (a) If, within two years of the exercise of the
Stock Option, the Company requests Parent in writing to register under the Securities Act any of the Option Shares
received by the Company hereunder, Parent will use its reasonable best efforts to cause the offering of the Option
Shares so specified in such request to be C-5 168 registered as soon as practicable so as to permit the sale or other
distribution by the Company of the Option Shares specified in its request (and to keep such registration in effect for a
period of at least 90 days), and in connection therewith Parent shall prepare and file as promptly as reasonably
possible (but in no event later than 60 days from receipt of the Company's request) a registration statement under the
Securities Act to effect such registration on an appropriate form, which would permit the sale of the Option Shares by
the Company in accordance with the plan of disposition specified by the Company in its request. Parent shall not be
obligated to make effective more than two registration statements pursuant to the foregoing sentence; provided,
however, that Parent may postpone the filing of a registration statement relating to a registration request by the
Company under this Section 9 for a period of time (not in excess of 90 days) if in Parent's reasonable, good faith
judgment (i) such filing would require the disclosure of material information that Parent has a bona fide business
purpose for preserving as confidential or (ii) the sale of Option Shares by the Company would materially interfere
with any pending or anticipated acquisition, financing or transaction involving Parent or its Subsidiaries (but in no
event shall Parent exercise such postponement right more than once in any twelve-month period). (b) Parent shall
notify the Company in writing not less than 10 days prior to filing a registration statement under the Securities Act
(other than a filing on Form S-4 or S-8 or any successor form) with respect to any shares of Common Stock. If the
Company wishes to have any portion of its Option Shares included in such registration, it shall advise Parent in
writing to that effect within two business days following receipt of such notice, and Parent will thereupon include the
number of Option Shares indicated by the Company in such registration; provided that if the managing underwriter(s)
of the offering pursuant to such registration statement advise Parent that in their opinion the number of shares of
Common Stock requested to be included in such registration exceeds the number which can be sold in such offering,
Parent shall only include in such registration such number or dollar amount of Option Shares which, in the good faith
opinion of the managing underwriter(s), can be sold without materially and adversely affecting such offering. (c) All
expenses relating to or in connection with any registration contemplated under this Section 9 and the transactions
contemplated thereby (including all filing, printing, reasonable professional, roadshow and other fees and expenses
relating thereto) will be at Parent's expense except for underwriting discounts or commissions and brokers' fees. The
Company and Parent agree to enter into a customary underwriting agreement with underwriters upon such terms and
conditions as are customarily contained in underwriting agreements with respect to secondary distributions. Parent
shall indemnify the Company, its officers, directors, agents, other controlling persons and any underwriters retained
by the Company in connection with such sale of such Option Shares in the customary way, and shall agree to
customary contribution provisions with such persons, with respect to claims, damages, losses and liabilities (and any
expenses relating thereto) arising (or to which the Company, its officers, directors, agents, other controlling persons or
underwriters may be subject) in connection with any such offer or sale under the federal securities laws or otherwise,
except for information furnished in writing by the Company or its underwriters to Parent. The Company and its
underwriters, respectively, shall indemnify Parent to the same extent with respect to information furnished in writing
to Parent by the Company and such underwriters, respectively. SECTION 10. Miscellaneous. (a) Extension of
Exercise Periods. The periods during which the Company may exercise its rights under Sections 2 and 3 hereof, or
Parent may exercise its rights under Section 2(g), shall be extended in each such case at the request of the Company to
the extent necessary to avoid liability by the Company under Section 16(b) of the Exchange Act by reason of such
exercise. (b) Amendments; Entire Agreement. This Agreement may not be modified, amended, altered or
supplemented, except upon the execution and delivery of a written agreement executed by the parties hereto. This
Agreement, together with the Merger Agreement (including any exhibits and schedules thereto), contains the entire
agreement between the parties hereto with respect to the subject matter hereof and supersedes all prior and
contemporaneous agreements and understandings, oral or written, with respect to such transactions. C-6 169 (c)
Notices. All notices, requests and other communications to either party hereunder shall be in writing (including
facsimile or similar writing) and shall be given, if to Parent, to: Harvey D. Hinman, Esq. Vice President and General
Counsel Chevron Corporation 575 Market Street San Francisco, California 94105 Facsimile No.: (415) 894-6017 with
copies to: Alfred L. Pepin, Esq. 1156 Mee Lane St. Helena, California 94574 Facsimile No.: (707) 967-0551 and
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Arthur Fleischer, Jr., Esq. Gary P. Cooperstein, Esq. Fried, Frank, Harris, Shriver & Jacobson One New York Plaza
New York, New York 10004-1980 Facsimile No.: (212) 859-4000 and Terry M. Kee, Esq. Rodney R. Peck, Esq.
Pillsbury Madison & Sutro LLP 50 Fremont Street San Francisco, California 94105 Facsimile No.: (415) 983-1200 if
to the Company, to: William M. Wicker Senior Vice President Texaco Inc. 2000 Westchester Avenue White Plains,
New York 10650 Facsimile No.: (914) 253-4280 C-7 170 with copies to: Deval Patrick, Esq. General Counsel and
Vice President Texaco Inc. 2000 Westchester Avenue White Plains, New York 10650 Facsimile No.: (914) 253-4477
and Dennis S. Hersch, Esq. Ulrika Ekman, Esq. Davis Polk & Wardwell 450 Lexington Avenue New York, New
York 10017 Facsimile No.: (212) 450-4800 or to such other address or facsimile number as either party may hereafter
specify for the purpose by notice to the other party hereto. Each such notice, request or other communication shall be
effective (i) if given by facsimile, when such facsimile is transmitted to the facsimile number specified in this Section
and the appropriate facsimile confirmation is received or (ii) if given by any other means, when delivered at the
address specified in this Section. (d) Expenses. Each party hereto shall pay its own expenses incurred in connection
with this Agreement, except as otherwise specifically provided herein and without limiting anything contained in the
Merger Agreement. (e) Severability. If any term, provision, covenant or restriction of this Agreement is held to be
invalid, void or unenforceable, the remainder of the terms, provisions, covenants and restrictions of this Agreement
shall remain in full force and effect and shall in no way be affected, impaired or invalidated. (f) Governing Law;
Jurisdiction. This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware
without regard to principles of conflicts of law. Any suit, action or proceeding seeking to enforce any provision of, or
based on any matter arising out of or in connection with, this Agreement or the transactions contemplated hereby may
be brought in any federal or state court located in the State of Delaware, and each of the parties hereby consents to the
jurisdiction of such courts (and of the appropriate appellate courts therefrom) in any such suit, action or proceeding
and irrevocably waives, to the fullest extent permitted by law, any objection which it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding in any such court or that any such suit, action or proceeding
which is brought in any such court has been brought in an inconvenient forum. Process in any such suit, action or
proceeding may be served on any party anywhere in the world, whether within or without the jurisdiction of any such
court. Without limiting the foregoing, each party agrees that service of process on such party as provided in Section
10(c) hereof shall be deemed effective service of process on such party. (g) Waiver of Jury Trial. EACH OF THE
PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY
LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY. (h) Counterparts. This Agreement may be executed in two or more counterparts, each
of which shall be an original, but all of which together shall constitute one and the same agreement. (i) Headings. The
section headings herein are for convenience only and shall not affect the construction hereof. C-8 171 (j) Assignment.
This Agreement shall be binding upon each party hereto and such party's successors and assigns. This Agreement
shall not be assignable by Parent, but may be assigned by the Company in whole or in part to any direct or indirect
wholly-owned subsidiary of the Company, provided that the Company shall remain liable for any obligations so
assigned. (k) Survival. All representations, warranties and covenants contained herein shall survive the execution and
delivery of this Agreement and the consummation of the transactions contemplated hereby. (l) Time of the Essence.
The parties agree that time shall be of the essence in the performance of obligations hereunder. (m) Public
Announcement. Parent and the Company will consult with each other before issuing any press release or making any
public statement with respect to this Agreement and the transactions contemplated hereby and shall not issue any such
press release or make any such public statement without the prior consent of the other party, which shall not be
unreasonably withheld. Notwithstanding the foregoing, any such press release or public statement as may be required
by applicable law or any listing agreement with any national securities exchange, may be issued prior to such
consultation, if the party making such release or statement has used its reasonable efforts to consult with the other
party. SECTION 11. Profit Limitation. (a) Notwithstanding any other provision of this Agreement or the Merger
Agreement, in no event shall the Company's Total Profit (as defined below) exceed $1,100,000,000 (the "Maximum
Amount") and, if it otherwise would exceed such Maximum Amount, the Company at its sole election may (i) pay
cash to Parent, (ii) deliver to Parent for cancellation Option Shares previously purchased by the Company, or (iii) any
combination thereof, so that the Company's actually realized Total Profit (as defined below) shall not exceed the
Maximum Amount after taking into account the foregoing actions. (b) Notwithstanding any other provision of this
Agreement, the Stock Option may not be exercised for a number of Option Shares as would, as of the date of the
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Stock Exercise Notice or Cash Exercise Notice, as applicable, result in a Notional Total Profit (as defined below) of
more than the Maximum Amount and, if exercise of the Stock Option otherwise would result in the Notional Total
Profit exceeding such amount, the Company, at its discretion, may (in addition to any of the actions specified in
Section 11(a) above) increase the Exercise Price for that number of Option Shares set forth in the Stock Exercise
Notice or Cash Exercise Notice, as applicable, so that the Notional Total Profit shall not exceed the Maximum
Amount; provided, that nothing in this sentence shall restrict any exercise of the Stock Option permitted hereby on
any subsequent date at the Exercise Price set forth in Section 2 hereof. (c) As used herein, the term "Total Profit" shall
mean the aggregate amount (before taxes) of the following: (i) the cash amount actually received by the Company
pursuant to Section 10.6 of the Merger Agreement less any repayment by the Company to Parent pursuant to Section
11(a)(i) hereof, (ii) (x) the net cash amounts or the fair market value of any property received by the Company
pursuant to the sale of Option Shares (or of any other securities into or for which such Option Shares are converted or
exchanged), less (y) the Company's purchase price for such Option Shares (or other securities) plus (iii) the aggregate
amounts received by the Company pursuant to Section 3(d). (d) As used herein, the term "Notional Total Profit" with
respect to any number of Option Shares as to which the Company may propose to exercise the Stock Option shall
mean the Total Profit determined as of the date of the Stock Exercise Notice or Cash Exercise Notice, as applicable,
assuming that the Stock Option was exercised on such date for such number of Option Shares and assuming that such
Option Shares, together with all other Option Shares previously acquired upon exercise of the Stock Option and held
by the Company and its affiliates as of such date, were sold for cash at the closing price on the NYSE for the Common
Stock as of the close of business on the preceding trading day (less customary brokerage commissions). C-9 172 IN
WITNESS WHEREOF, the Company and Parent have caused this Agreement to be duly executed as of the day and
year first above written. TEXACO INC. By: /s/ PETER I. BIJUR ------------------------------------ Name: Peter I. Bijur
Title: Chairman of the Board and Chief Executive Officer CHEVRON CORPORATION By: /s/ DAVID J.
O'REILLY ------------------------------------ Name: David J. O'Reilly Title: Chairman of the Board and Chief Executive
Officer C-10 173 ANNEX D LEHMAN BROTHERS October 15, 2000 Board of Directors Chevron Corporation 575
Market Street San Francisco, CA 94105 Members of the Board: We understand that Chevron Corporation ("Chevron"
or the "Company") and Texaco Inc. ("Texaco") are considering entering into a transaction pursuant to which, among
other things, (i) Texaco will merge with a newly formed subsidiary of Chevron ("Merger Sub"), with Texaco being the
surviving corporation (the "Merger"); and (ii) upon the effectiveness of the Merger, each share of common stock of
Texaco issued and outstanding prior to the Merger will be converted into the right to receive 0.77 shares of the
common stock of Chevron (the "Exchange Ratio"). We further understand that the Merger is subject to the condition
that it qualify for pooling-of-interests accounting treatment. The terms and conditions of the Merger are set forth in
more detail in an Agreement and Plan of Merger to be entered into among Chevron, Texaco and Merger Sub (the
"Agreement"). We have been requested by the Board of Directors of Chevron to render our opinion with respect to the
fairness, from a financial point of view, to the Company, of the Exchange Ratio to be paid to Texaco's stockholders in
the Merger. We have not been requested to opine as to, and our opinion does not in any manner address, the
Company's underlying business decision to proceed with or effect the Merger. In arriving at our opinion, we reviewed
and analyzed: (1) the Agreement and specific terms of the Merger; (2) publicly available information concerning
Chevron and Texaco that we believe to be relevant to our analysis, including Annual Reports on Form 10-K for the
fiscal year ended December 31, 1999 and Quarterly Reports on Form 10-Q for the quarters ended March 31 and June
30, 2000; (3) financial and operating information with respect to the business, operations and prospects of Chevron
furnished to us by Chevron, including the amounts and timing of the cost savings and operating synergies which
management of Chevron estimates will result from a combination of the businesses of Chevron and Texaco (the
"Expected Synergies); (4) the trading histories of Chevron's common stock and Texaco's common stock from
September 22, 1999 to the present and a comparison of these trading histories with each other and with those of other
companies that we deemed relevant; (5) a comparison of the historical financial results and present financial condition
of each of Chevron and Texaco with each other and with those of other companies that we deemed relevant; (6) a
comparison of the financial terms of the Merger with the financial terms of certain other transactions that we deemed
relevant; (7) the potential pro forma impact of the Merger on the future financial performance of Chevron (including
the Expected Synergies); (8) the relative contributions of Chevron and Texaco to the historical and future financial
performance of the combined company on a pro forma basis; and (9) the pro forma impact on the combined company
of the potential divestiture of Texaco's two domestic downstream businesses in connection with the Merger. In
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addition, we have had discussions with the managements of Texaco and the Company concerning their respective
businesses, operations, assets, financial conditions and prospects and have undertaken such other studies, analyses and
investigations as we deemed appropriate. In arriving at our opinion, we have assumed and relied upon the accuracy
and completeness of the financial and other information used by us without assuming any responsibility for
independent verification of such information and, with respect to information regarding Chevron, have further relied
upon the assurances of management of Chevron that they are not aware of any facts or circumstances that would make
such information inaccurate or misleading. In arriving at our opinion, we have not used any financial forecasts or D-1
174 business plans of Chevron or Texaco prepared by management of Chevron or Texaco. Accordingly, with the
consent of Chevron, we have assumed that the published estimates of third party research analysts are a reasonable
basis upon which to evaluate the future financial performance of Chevron and Texaco and that Chevron and Texaco
will perform substantially in accordance with such estimates. Upon advice of Chevron, we also have assumed that the
amounts and timing of the Expected Synergies are reasonable and that the Expected Synergies will be realized
substantially in accordance with such estimates. In arriving at our opinion, we have not conducted a physical
inspection of the properties and facilities of Chevron or Texaco and have not made or obtained any evaluations or
appraisals of specific assets or liabilities of Chevron or Texaco. Upon the advice of Chevron and its legal and
accounting advisors, we have assumed that the Merger will qualify (i) for pooling-of-interests accounting treatment
and (ii) as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986, as amended,
and therefore as a tax-free transaction to the stockholders of Texaco. Our opinion necessarily is based upon market,
economic and other conditions as they exist on, and can be evaluated as of, the date of this letter. Based upon and
subject to the foregoing, we are of the opinion as of the date hereof that, from a financial point of view, the Exchange
Ratio to be paid by the Company in the Merger is fair to the Company. We have acted as financial advisor to Chevron
in connection with the Merger and will receive a fee for our services which is contingent upon the consummation of
the Merger. In addition, the Company has agreed to indemnify us for certain liabilities that may arise out of the
rendering of this opinion. We also have performed various investment banking services for the Company in the past
and have received customary fees for such services. In the ordinary course of our business, we actively trade in the
debt and equity securities of the Company and Texaco for our own account and for the accounts of our customers and,
accordingly, may at any time hold a long or short position in such securities. This opinion is for the use and benefit of
the Board of Directors of Chevron and is rendered to the Board of Directors in connection with its consideration of the
Merger. This opinion is not intended to be and does not constitute a recommendation to any stockholder of Chevron as
to how such stockholder should vote with respect to the Merger. Very truly yours, /s/ LEHMAN BROTHERS D-2
175 ANNEX E CREDIT SUISSE FIRST BOSTON CORPORATION Eleven Madison Avenue Telephone 212 325
2000 New York, NY 10010-3629 October 15, 2000 Board of Directors Texaco Inc. 2000 Westchester Avenue White
Plains, NY 10650 Members of the Board: You have asked us to advise you with respect to the fairness from a
financial point of view to the holders of Texaco Common Stock (as defined below) of the Exchange Ratio (as defined
below) set forth in the Agreement and Plan of Merger, dated as of October 15, 2000 (the "Merger Agreement"),
among Texaco Inc. ("Texaco"), Chevron Corporation ("Chevron") and Keepep Inc., a wholly owned subsidiary of
Chevron ("Merger Sub"). The Merger Agreement provides for, among other things, the merger of Merger Sub with
and into Texaco (the "Merger") pursuant to which each outstanding share of the common stock, par value $3.125 per
share of Texaco ("Texaco Common Stock") will be converted into the right to receive 0.77 (the "Exchange Ratio") of
a share of the common stock, par value $0.75 per share, of Chevron ("Chevron Common Stock"). As a result of the
Merger, Texaco will become a wholly owned subsidiary of Chevron. In arriving at our opinion, we have reviewed the
Merger Agreement and certain related documents, and certain publicly available business and financial information
relating to Texaco and Chevron. We have also reviewed certain other information relating to Texaco and Chevron,
including financial forecasts, provided to or discussed with us by Texaco and Chevron, and have met with the
managements of Texaco and Chevron to discuss the business and prospects of Texaco and Chevron. We have also
considered certain financial and stock market data of Texaco and Chevron, and we have compared those data with
similar data for other publicly held companies in businesses similar to Texaco and Chevron, and we have considered,
to the extent publicly available, the financial terms of certain other business combinations and other transactions
which have recently been effected. We also considered such other information, financial studies, analyses and
investigations and financial, economic and market criteria which we deemed relevant. In connection with our review,
we have not assumed any responsibility for independent verification of any of the foregoing information and have
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relied on such information being complete and accurate in all material respects. With respect to the financial forecasts,
we have been advised, and have assumed, that such forecasts have been reasonably prepared on bases reflecting the
best currently available estimates and judgments of the managements of Texaco and Chevron as to the future financial
performance of Texaco and Chevron and the potential synergies (including the amount, timing and achievability
thereof) anticipated to result from the Merger. We have also assumed, with your consent, that the Merger will be
consummated in accordance with the terms of the Merger Agreement without waiver of any condition to the Merger.
We also have assumed, with your consent, that the Merger will be accounted for as a pooling of interests in
accordance with generally accepted accounting principles and will qualify as a tax-free reorganization for U.S. federal
income tax purposes. We have further assumed, with your consent, that in the course of obtaining the necessary
regulatory and third-party consents for the proposed Merger and the transactions contemplated by the Merger
Agreement, no delay or restriction will result or be imposed that will have a material effect on the expected benefits of
the proposed Merger to the holders of Texaco Common Stock. In addition, we have not been requested to make, and
have not made, an independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of Texaco
or Chevron, nor have we been furnished with any such evaluations or appraisals. Our opinion is necessarily based
upon information available to us, and financial, economic, market E-1 176 and other conditions as they exist and can
be evaluated, on the date hereof. We are not expressing any opinion as to the actual value of the Chevron Common
Stock when issued pursuant to the Merger or the prices at which the Chevron Common Stock will trade subsequent to
the Merger. In connection with our engagement, we were not requested to, and did not, solicit third-party indications
of interest in the possible acquisition of all or part of Texaco. We have been advised that the Exchange Ratio was
determined through arms' length negotiations between the parties. We have acted as financial advisor to Texaco in
connection with the Merger and will receive a fee for our services, a significant portion of which is contingent upon
the consummation of the Merger. We and our affiliates have in the past provided financial services to Texaco and
certain of its affiliates and to Chevron and certain of its affiliates unrelated to the proposed Merger for which services
we have received compensation, and are currently providing financial services to Texaco and certain of its affiliates
with regard to matters arising out of but unrelated to the proposed Merger. In the ordinary course of business, we and
our affiliates may actively trade the debt and equity securities of both Texaco and Chevron for our and their own
accounts and for the accounts of customers and, accordingly, may at any time hold long or short positions in such
securities. It is understood that this letter is for the information of the Board of Directors of Texaco in connection with
its evaluation of the Merger and does not constitute a recommendation to any stockholder as to how such stockholder
should vote or act on any matter relating to the Merger. Based upon and subject to the foregoing, it is our opinion that,
as of the date hereof, the Exchange Ratio is fair from a financial point of view to the holders of Texaco Common
Stock. Very truly yours, /S/ CREDIT SUISSE FIRST BOSTON CORPORATION E-2 177 PART II INFORMATION
NOT REQUIRED IN PROSPECTUS ITEM 20. INDEMNIFICATION OF DIRECTORS AND OFFICERS Section
145 of the Delaware General Corporation Law ("Delaware Law") permits Chevron's board of directors to indemnify
any person against expenses (including attorneys' fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by him or her in connection with any threatened, pending or completed action, suit or proceeding
in which such person is made a party by reason of his or her being or having been a director, officer, employee or
agent of Chevron, or serving or having served, at the request of Chevron, as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise, in terms sufficiently broad to permit such
indemnification under certain circumstances for liabilities (including reimbursement for expenses incurred) arising
under the Securities Act. The statute provides that indemnification pursuant to its provisions is not exclusive of other
rights of indemnification to which a person may be entitled under any by law, agreement, vote of stockholders or
disinterested directors, or otherwise. Article IX of Chevron's Restated Certificate of Incorporation (the "Chevron
Certificate") provides for indemnification of its directors, officers, employees and other agents to the fullest extent
permitted by law. As permitted by sections 102 and 145 of Delaware Law, the Chevron Certificate eliminates the
liability of a Chevron director for monetary damages to Chevron and its stockholders arising from a breach or alleged
breach of a director's fiduciary duty except for liability under section 174 of Delaware Law or liability for any breach
of the director's duty of loyalty to Chevron or its stockholders, for acts or omissions not in good faith or which involve
intentional misconduct or a knowing violation of law or for any transaction from which the director derived an
improper personal benefit. In addition, Chevron maintains officers' and directors' insurance covering certain liabilities
that may be incurred by officers and directors in the performance of their duties. ITEM 21. EXHIBITS AND
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FINANCIAL STATEMENT SCHEDULES (a) Exhibits. See Exhibit Index for the list of exhibits at page II-4 of this
registration statement, which is incorporated herein by reference. (b) Financial Statement Schedules. None. ITEM 22.
UNDERTAKINGS The undersigned registrant hereby undertakes that, for purposes of determining any liability under
the Securities Act, each filing of the registrant's annual report pursuant to section 13(a) or section 15(d) of the
Exchange Act that is incorporated by reference in this registration statement shall be deemed to be a new registration
statement relating to the securities offered herein, and the offering of such securities at that time shall be deemed to be
the initial bona fide offering thereof. The undersigned registrant hereby undertakes as follows: that prior to any public
reoffering of the securities registered hereunder through use of a prospectus which is a part of this registration
statement, by any person or party who is deemed to be an underwriter within the meaning of Rule 145(c), the issuer
undertakes that such reoffering prospectus will contain the information called for by the applicable registration form
with respect to reofferings by persons who may be deemed underwriters, in addition to the information called for by
the other items of the applicable form. The registrant undertakes that every prospectus (1) that is filed pursuant to the
paragraph immediately preceding, or (2) that purports to meet the requirements of section 10(a)(3) of the Securities
Act and is used II-1 178 in connection with an offering of securities subject to Rule 415 of the Securities Act, will be
filed as a part of an amendment to the registration statement and will not be used until such amendment is effective,
and that, for purposes of determining any liability under the Securities Act, each such post-effective amendment shall
be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof. Insofar as indemnification for
liabilities arising under the Securities Act may be permitted to directors, officers and controlling persons of the
registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the
SEC such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable.
In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities
being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue. The
registrant hereby undertakes to respond to requests for information that is incorporated by reference into the proxy
statement/prospectus which forms a part of this registration statement pursuant to Items 4, 10(b), 11, or 13 of this
registration statement, within one business day of receipt of such request, and to send the incorporated documents by
first-class mail or other equally prompt means. This includes information contained in documents filed subsequent to
the effective date of this registration statement through the date of responding to the request. The registrant hereby
undertakes to supply by means of a post-effective amendment all information concerning a transaction, and the
company being acquired involved therein, that was not the subject of and included in this registration statement when
it became effective. II-2 179 SIGNATURES Pursuant to the requirements of the Securities Act of 1933, the registrant
has duly caused this Amendment No. 2 to Registration Statement to be signed on its behalf by the undersigned,
thereunto duly authorized, in the City and County of San Francisco, State of California, on June 4, 2001. CHEVRON
CORPORATION By /s/ DAVID J. O'REILLY* ------------------------------------ David J. O'Reilly Chairman of the
Board and Chief Executive Officer Pursuant to the requirements of the Securities Exchange Act of 1933, this
Amendment No. 2 to Registration Statement has been signed below by the following persons on behalf of the
registrant and in the capacities indicated on the 4th day of June, 2001. PRINCIPAL EXECUTIVE OFFICERS (AND
DIRECTORS) DIRECTORS /s/ DAVID J. O'REILLY* /s/ SAMUEL H. ARMACOST*
--------------------------------------------- --------------------------------------------- David J. O'Reilly, Samuel H. Armacost
Chairman of the Board /s/ SAM GINN* /s/ RICHARD H. MATZKE* ---------------------------------------------
--------------------------------------------- Sam Ginn Richard H. Matzke, Vice Chairman of the Board /s/ CARLA A.
HILLS* --------------------------------------------- PRINCIPAL FINANCIAL OFFICER Carla A. Hills /s/ JOHN S.
WATSON* /s/ J. BENNETT JOHNSTON* ---------------------------------------------
--------------------------------------------- John S. Watson, J. Bennett Johnston Vice President, Finance and Chief
Financial Officer /s/ FRANK A. SHRONTZ* --------------------------------------------- PRINCIPAL ACCOUNTING
OFFICER Frank A. Shrontz /s/ STEPHEN J. CROWE* /s/ CARL WARE* ---------------------------------------------
--------------------------------------------- Stephen J. Crowe, Carl Ware Vice President and Comptroller /s/ JOHN A.
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YOUNG* --------------------------------------------- John A. Young *By /s/ LYDIA I. BEEBE
--------------------------------------------- Lydia I. Beebe, Attorney-in-Fact II-3 180 EXHIBIT INDEX EXHIBIT
DESCRIPTION ------- ----------- 2.1 Agreement and Plan of Merger, dated as of October 15, 2000, among Chevron
Corporation, Texaco Inc. and Keepep, Inc., included as Annex A to the joint proxy statement/prospectus forming a
part of this Registration Statement and incorporated herein by reference. 2.2 Amendment No. 1 to Agreement and
Plan of Merger, dated as of March 30, 2001 among Texaco Inc., Chevron Corporation and Keepep Inc., included as
Annex A-1 to the joint proxy statement/prospectus forming a part of this Registration Statement and incorporated
herein by reference. 3.1 Restated Certificate of Incorporation of Chevron Corporation, dated May 3, 2000, filed as
Exhibit 3.1 to Chevron Corporation's Report on Form 10-Q for the quarterly period ended March 31, 2000 and
incorporated herein by reference. 3.2 By-laws of Chevron Corporation, as amended April 25, 2001, filed as Exhibit
3.2 to Chevron Corporation's Report on Form 10-Q for the quarterly period ended March 31, 2001 and incorporated
herein by reference. 4.1 Rights Agreement dated as of November 22, 1998 between Chevron and ChaseMellon
Shareholder Services, L.L.C., as Rights Agent, filed as Exhibit 4.1 to Chevron's Current Report on Form 8-K filed
November 25, 1998 and incorporated herein by reference. 4.2 Amendment No. 1 to Rights Agreement, dated as of
October 15, 2000, between Chevron Corporation and ChaseMellon Shareholder Services L.L.C., as Rights Agent,
filed as Exhibit 4.2 to Chevron Corporation's Amendment No. 1 to Form 8-A filed December 7, 2000 and
incorporated herein by reference. Pursuant to the Instructions to Exhibits, certain instruments defining the rights of
holders of long-term debt securities of Chevron Corporation and its consolidated subsidiaries are not filed because the
total amount of securities authorized under any such instrument does not exceed 10 percent of the total assets of
Chevron Corporation and its subsidiaries on a consolidated basis. A copy of such instrument will be furnished to the
Commission upon request. 5.1** Opinion of Pillsbury Winthrop LLP regarding the validity of the securities being
registered in this Registration Statement. 8.1** Form of Opinion of McDermott, Will & Emery regarding certain
federal income tax consequences relating to the merger. 8.2** Form of Opinion of Davis Polk & Wardwell regarding
certain federal income tax consequences relating to the merger. 10.1 Stock Option Agreement dated as of October 15,
2000 between Chevron Corporation and Texaco Inc., included as Annex B to the joint proxy statement/prospectus
forming a part of this Registration Statement and incorporated herein by reference. 10.2 Stock Option Agreement
dated as of October 15, 2000 between Chevron Corporation and Texaco Inc. included as Annex C to the joint proxy
statement/prospectus forming a part of this Registration Statement and incorporated herein by reference. 10.3 Chevron
Corporation Management Incentive Plan, as amended and restated effective March 29, 2000, filed as Exhibit 10.2 to
Chevron Corporation's Report on Form 10-Q for the quarterly period ended March 31, 2000 and incorporated herein
by reference. 10.4 Chevron Corporation Excess Benefit Plan, amended and restated as of July 1, 1996, filed as Exhibit
10 to Chevron Corporation's Report on Form 10-Q for the quarterly period ended March 31, 1997 and incorporated
herein by reference. 10.5 Supplemental Pension Plan of Gulf Oil Corporation, amended as of June 30, 1986, filed as
Exhibit 10.4 to Chevron Corporation's Annual Report on Form 10-K for the year ended December 31, 1986 and
incorporated herein by reference. 181 EXHIBIT DESCRIPTION ------- ----------- 10.6 Chevron Restricted Stock Plan
for Non-Employee Directors, as amended and restated effective April 30, 1997, filed as Appendix A to Chevron
Corporation's Notice of Annual Meeting of Stockholders and Proxy Statement dated March 21, 1997 and incorporated
herein by reference. 10.7 Chevron Corporation Long-Term Incentive Plan, as amended and restated effective March
29, 2000, filed as Exhibit 10.1 to Chevron Corporation's Report on Form 10-Q for the quarterly period ended March
31, 2000 and incorporated herein by reference. 10.8 Chevron Corporation Salary Deferral Plan for Management
Employees, as amended and restated effective March 29, 2000, filed as Exhibit 10.3 to Chevron Corporation's Report
on Form 10-Q for the quarterly period ended March 31, 2000 and incorporated herein by reference. 12.1 Computation
of Ratios of Earnings to Fixed Charges and Preferred Stock Dividend Requirements for Period Ended September 30,
2000 filed as Exhibit 12 to Chevron Corporation's Report on Form 10-Q for the quarterly period ended September 30,
2000 and incorporated herein by reference. 21.1 Subsidiaries of Chevron Corporation, filed as Exhibit 21.1 to
Chevron Corporation's Annual Report on Form 10-K for the year ended December 31, 1999 and incorporated herein
by reference. 23.1** Consent of Pillsbury Winthrop LLP (included in the opinion filed as Exhibit 5.1 to this
Registration Statement. 23.2** Consent of McDermott, Will & Emery (included in the form of opinion filed as
Exhibit 8.1 to this Registration Statement). 23.3** Consent of Davis Polk & Wardwell (included in the form of
opinion filed as Exhibit 8.2 to this Registration Statement). 23.4** Consent of PricewaterhouseCoopers LLP. 23.5**
Consent of KPMG (regarding its report on the combined financial statements of the Caltex Group of Companies).

Edgar Filing: UNITED PARCEL SERVICE INC - Form SC 13G/A

77



23.6** Consent of Arthur Andersen LLP. 23.7 Intentionally omitted. 23.8 Intentionally omitted. 23.9** Consent of
Arthur Andersen LLP and PricewaterhouseCoopers LLP (regarding their report on the consolidated financial
statements of Equilon Enterprises LLC). 23.10** Consent of Arthur Andersen LLP, PricewaterhouseCoopers LLP and
Deloitte & Touche LLP (regarding their report on the financial statements of Motiva Enterprises LLC). 24.1* Powers
of Attorney for directors and certain officers of Chevron Corporation, authorizing the signing of this Registration
Statement on Form S-4 on their behalf. 99.1** Form of Chevron Proxy Card. 99.2** Form of Texaco Proxy Card.
99.3* Consent of Lehman Brothers Inc. 99.4* Consent of Credit Suisse First Boston Corporation.
------------------------- * Previously filed. ** Filed herewith.
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