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Texaco v. Pennzoil
In late 1983, Pennzoil offered to buy Getty Oil at $100 per share. The Getty board voted to reject Pennzoil's tender offer and decided to make a counter-proposal to Pennzoil of $110 per share. The counter-offer was presented to and accepted by Pennzoil’s board.
After some negotiation, Pennzoil and Getty Oil drafted a "Memorandum of Agreement" to reflect certain purchase terms that they agreed on. Getty then issued a press release announcing an agreement in principle on the terms of the Memorandum of Agreement. Pennzoil issued an identical press release.

The Memorandum of Agreement stated that it was expressly subject to board approval and styled itself an "agreement in principle." Pennzoil's lawyers were working on a draft of a formal "Transaction Agreement" that described the transaction in more detail than the outline of terms contained in the Memorandum of Agreement.
Before the Transaction Agreement was finalized, Texaco made an offer for 100% of Getty Oil for $125 per share. The Getty board voted to withdraw its previous counter-proposal to Pennzoil and unanimously voted to accept Texaco's offer. Texaco immediately issued a press release announcing that Getty Oil and Texaco would merge.

Soon after the Texaco press release appeared, Pennzoil demanded that Getty honor their agreement with Pennzoil. Getty refused, and a merger agreement between Texaco and Getty Oil was signed.
Pennzoil sued Getty for breach of contract, and also sued Texaco for the tort of inducing Getty to breach its contract with Pennzoil.

1. Was there a binding contract between Getty and Pennzoil?

2. Did Getty breach the contract, if there was one?

3. Did Texaco knowingly induce a breach of such contract by Getty? (Inducing another to breach a contract with a third party is a tort, exposing you to punitive damages.)
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