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lmportant Notice To Shareholders Concerning
A Supplement to

The Offer to Purchase ’

~ UNOCAL®D®

Up to 87,200,000 Shares of Its Common Stock by Exchanging, Per Share,
$20 Principal Amount of Its 14% Senior Secured Notes Due 1990

- and . _ '
$32 Principal Amount of Its Floating Rate Senior Secured Notes Due 1991
and

$20 Princi; -al Amount of Its Senior Secured Extendible Not:s Due 1997
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SUPPLEMENT DATED APRIL 24, 1985

| to
Offer to Purchase

b
UNOCAL®

Up to 87,200,000 Shares of Its Common Stock
. By Exchanging, Per Share,
- $20 Principal Amount of [ts
14% Senior Secured Notes Due 1997
, and |
$32 Principa. Amount of Its Floating Rae
Senior 3jecured Notes Due 1991
| and

$20 Principal Amount of Its Senior Secured
Extendible Notes Due 1997

THE PRORATION AND WITHDRAWAL DEADLINE REMAINS 12:00 MIDNIGHT, NEW YORK CITY
TIME, ON TUESDAY, APRIL 30, 1985, THE EXPIRATION DATE REMAINS 12:00 MIDNIGHT. NEW
YORK CITY TIME ON TUESDAY, MAY 14, 1985, UNLESS THE OFFER IS EXTENDED.

Qa April 17, 1983, Unocal Corporation, & Delaware corporation (the “Compaay”™). announced is offer to
sxchange, per share. the package of debt securities set forth above, with an aggregate principal smount of $72. forupto
§7.200,000 shares of its Commoa Stack, par vaiue §1.00 per share ( the “Shares™), on the terms and conditions sat forth
in the Company’s Offer 10 Purchase dated April 17, (985 (the “Offer w Purchase™) and the reigted Letter of

. Transminal. The exchange offer was conditioned (the “Mesa Purchase Condition™) on, amoag other things,
acceptance for payment by Mesa Partners 11 and Mesa Eastern, lac. of 64,000,000 Shares pursuaat to their unsolicited
partial cash tender offer, announced on April 8, 1983, for 64,000,000 Shares at $54 per Shase. By action of Its. Boncd of
Directors, the Company has partiaily waived the-Masa Purchase Condition and will now accept for exchange up to
$0,000.000 properiy tendersd Shares whether or not the Mesa Purchase Condition. is satsfed. subject to the
remaining tarms snc. conditions set forth in the Offer to Purchase, the Letter of Tranamittal and this Supplemant
(which thres docy ~snrs now collectively constitute the “Company Offer”). The Company reserves the right to
further waive the Mesa Purchase Condition, in whoie or in part, as to the other 37,200,000 Shares {or which the
Company Offer is being made. '

THIS SUPPLEMENT CONTAINS IMPORTANT INFORMATION., SHAREHOLDERS ARE URGED TO
'REVIEW [T CAREFULLY. ' _

THE COMPANY'S BOARD OF DIRECTORS HAS REAFFIRMED [TS RECOMMENDATION THAT -
SHAREHOLDERS TENDER NONE OF THEIR SHARES PURSUANT TQ THE MESA OFFER AND TENDER
ALL OF THEIR SHARES TO THE COMPANY PURSUANT TO THE COMPANY OFFER.

NEITHER THIS TRANSACTION NOR THESE SECURITIES HAVE BEEN APPROVED OR DISAPPROVED
BY THE SECURITIES AND EXCHANGE COMMISSION. THE COMMISSION HAS NOT PASSED UPON
THE FAIRNESS OR MERITS QF SUCH TRANSACTION NOR UPON THE ACCURACY OR ADEQUACY OF
THE INFORMATION CONTAINED IN THIS SUPPLEMENT, ANY REPRESENTATION TO THE CON-
TRARY [S UNLAWFUL,

~ EX{IBIT C 7 |
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For the convenience of shareholders who wish to tender their Shares pursuant o the Company Offer
by hand delivery in Los Angeles, ihe Company has appoinied a forwarding agent to recsive haod
deliveries of Letters of Transmiteal, Notices of Quaranieed Delivery, certificates for Shares and other
required documents, See “APPOINTMENT oF FOAWARDING AGENT POR THE COMPANY Orren.”

Except as st forth in this Supplement, the Company Offer continues 10 be governad by the terms
and conditions set forth in the Offer to Purchaie and the Letter of Transmial, and the information
contained in both of those documents continues 1o be important to each sharehgider's decision with
respect (0 the Company Offer, Accordingly, this Supplement shouid be carefuily read in conjuncrion
with the Offer to Purchase and ihe Letter of Transmivtal. Both the Offer 1o Purchase and the Letter of
Transmittal have previously beer mailed 12 sharehoiders and additional copfes dre avaiiable /rom the
Information Agent, the Exchange Agent and the Forwarding Agent, whose respective addresses are sat
Jorth on the back cover of thig Supplement.

Sharehoiders who have previously properly tendered iheir Shares pursuans 10 the Company Offer
shouid 1ake no further action f 1hey wish their Shares 10 remain 10 tendared, Sharenalders who wish 1o
tender theip Shares may use any of the procadures set forth in ihe Offer 10 Purchase, including tender by
use of the Letter of Transmival and Novice of Guaranteed Deilvery previousty diseributed for a
Jacsimile ihereaf). . '




To THe HoLDENs of ComuoN Steck
or Unecas Ceapcration:

INTROBUCTION

- This Supplement cantains imporrant information concerning tie ofer made by Unesal Carporation, a
Delaware corparation (the “Campany™), on Agnil 17, 1988, 1o purchase up 0 $7.200,CCO shares of irs
Common Swcck, par value $1.60 Fer shase (the "Shares”), by exchanging, per Share, a Fackage of its debe
Tecurives with an sggregate prircipal amount of §7 ¢ callectively, the “Securiries™) consisting of {i) $20
principal amount of 14% Semior Secured Notes Due 1550, (i) $32 principal amauns of Floating Rate
Senior Secured Notes Dus 1591 and (jil) 320 principal. amount of Senior Secured Extendibie Nows Due
1897, The exchange ofer was made by :he Company In respones 10 ihe Jnwiicited panial ¢ash tender
offer for 64,0C0,0CO Shares st $54 Fer Share (the “Mesa Ofer”) which « 25 . nnounced on April 8, 1585 ay
Mesa Partners [1 (“Mesa Partnership”) and its whoily-owned subsidiary, Me.a Bastarm, Ine, (*"Mesa Sub
and, collectively with Mesa Paninership, “Mesa Biddeny™),

The Company's exchange ofer was canditioned on, amang other 1hings, scceprance for payment by
Mesa Bidders of 64,000,600 Shares Funuant to the Mesa Ofer (the “Mesa Purchaze Conditien™). By
action of irs Beard of Dirvctory, the Comgany has pariaily waived the Mesa Purchase Condirion and will
row accapt for exchange up to £0.060,0C0 Shares whether a¢ not the Mesa Purchase Condition Is satisded:
1ubjact 1o 1he ramaining terms and sonditions cet forth in'the Company's Offer to Putchaze dated Apnil 17,
1985 (the “Offer 1o Putchase™) and the relsted Larrer of Transmistal, Tha Offer 1o Putchase, rthe Lattes of
Tranymitral and this Supplement now coilectivaly conuitute the “Company Qffer”,

AY described under “CintTaiN Ricent DiviteruanTs,” an Apnl 23, 1983, subsaquent 1o the
Company's announcement of i1 ganial waiver of the Mesa Pucchase Conditien, it was rapened that the
President of Mesa Petroteum Co. (“Mesa Patroloum™) had, imong ather things, recommendsd tha
thareholdars of the Company acesps the Company Offer and ajso vats 10 adfcumn rhe annual mewting of
the Company’s sharsiolders scheduled o by field on Apnil 29, 1588 (1he "3harsholders’ Mesting™), and
that Meta Partnership had not destdad witetier it would tender I Shares purtuant 1o the Company Qffer
if permitrad 10 do 20 as 1 resuit of its coum challenge of the provision of the Company Qffer whetedy the

Company will net accept for exchange any Shares tendered by or on tehaif of (among omters) Masa
Petroleum ar Masa. Ridders.

Without limiting its rights ro amend the Company Offer and wajve any of Ihe conditions thereto in
whale or part, as et forth in the Offer o Purchaze. the Comgany resarves the right (o zecapt for exchangs
mare than 37,3C0.CC0 Shares pursvant o the Company Offer, to increaze the gor Share consideration baing
offered purtuant 1o the Company Offer and/cr tg further waive the Mesa Purchase Condlrion. in whole or
in pam, as 1o the sther 37.2C0,CCO Shares fer which the Company Cffr is teing made,

As 2 result of the panial waiver of the Mesa Purchase Candltien, 20,0¢0,0C0 Shates properly tandared
' prior to 12:00 Midnight, New York Cley time, an April 30, 1595 (the “Proraricn Date") will be accepted
for exchange, on a pro rara basig if Recesiary, regardless of whather or not the Mesa Purchase Condition is
sttisfed, subject 10 the remaining rerms and conditions of ihe Company Offer. For further dlseuasion of
the effect of 1uch partial walver on the proration provisions of ths Company Offaz, ree “PagTiaL Waivi
ar MEia PURCHAIE CONDITION=E Mgt of Parial Waiver on Prosarion.”

This Supplement ito containg informaiion orceming the Board of Direcrory’ spproval of detailed
study and preparatory wotk for the creation af 3 master limitad PRCINErship to hold the ail and M anngin

the Compaay’s Gelf Region.
PARTIAL WAIVER OF MESA PU RCHASE CONDITION

Pumote of 'l".mill Wiiver

The Mesa Purchase Canditior (the full terms of which ace tet forth In Section § on pages 40-d1 of the
Cffer 10 Purchase) provides that itis a conditfon to the cbiigasion of the Company 1o 2ccept any Shares for




exchange pursuant o the Company Offer thar 44.0C0.CCO Shares shail have dAnt been accopred for
payment pursuaat to the Mesa Offer. By action of ius Board of Diracrors, the Company has pamially
waived the Mesa Purchate Condirion and will mow accepe for exchange up 10 #0.C0,(CO properly
" tendered Shares whether ot nat the Mesa Purchase Condldaon is 1a1laffed. subjest to the remaining terms
and condiiions st forth in the Offer to Purchase, Howevar, i3 10 the remaining 17,200,060 Shares covered
by the chpnny Offyr, the Mesa Purcitaze Condlion remains in effect. The Company's ressan for Iite
partisl waiver is 10 engoutage shareholders to tander their Shates purtuant to the Compeay Offer by
imczeasing the (ikeithesd that 2 substanial pornion of the Shares propesly tendered to the Company will se

accepted for exchange regardless of the outcoms of the Mesa Offer. .

Recommandation of the Board of Dtrmau

At 3 mesting of the Board of Diractors of the Company heid an April 22, 198, the Board, with the
assistance of 11e Company's Anancisl and legal advisers, reviewad the staws of the Mesa Offer and the
Company Ofer. and took ac¢dunt of developments that had cesurrsd stnu the Boml's uBsnimous
- autherizaton of the Company Offer ¢a Apnl 1§, 1984, '

The Bosrd concluded that sothing had cccurred since i pricr meeling (o ¢ ran;e irs conctusions
teached thereat (as set forth under 'Soectal Facteat—Recommendarions of the Board of Directors:
Fairness of the Company Offer” oa pages 2-9 of the Offer 10 Purchasse). By the unanimeous vore of all
thirteen dirgetors panitipaiing, the Board reafMemed it recommendation that shaseholders undar none of
their Shares pursuant to the Mesa Cffer and tender ail of their Shares to the Company pursuant 1o the
Compsny Offer. The Board, for the reason staned in “Purpess of Partial Waiver,” also authorized the
Company to waive the Mesa Purchase Condition 33 t0 a manimum of £0,070,CC0 Shates properly tendersd
punuant o the Company Offer.

All of the directors panicipated in the April 22, 1983 Board meeting, except Mz, Tatum, who ‘1S syt
of the countey. -

Effect of Partisl Waivir an Proeation

As a tesult of the parial waiver of the Mesa Purchate Condition, the efTect of the proration provisioas
of the Campany Offer ez forth in 3ecuon | on pages 34.36 of the Offer 0 Purchaze is thae, if fywer than ail
Shares propeely rendered prior to the Expitaion Date (as defingd in said Section 1 on page 38 of the Ofer
10 Purchase) are 10 2e accopred for exchange pufiusas o the Company CfMur, the Compeny will accapt
Shares for exchange s foilows: (a) subject to all conditions of the Company Cffer cther 1han the Mesa
Purchase Condluan, £0,0C0,0CO Shares proparly tandersd prier to the Proration Date #ill ke acespied for
exchange, on a pro rata basiy (f cecessary: thea (D) wubject to sl the conditians of the Company Ofer,
including the Mesa Purchase Condidoa, (1) 3l other Shares propesly rendeced pricr 1o the Prozation Dare,
up to an agpregate of 37,200,000 Shanes {izeluding thote Shares accapied for axchange under clavse (2)
above), will ke acceprad for exchange, on 2 pro rata bwsis if necesary, and (i) if' 3l Shares properly
tendered prior to tite Procavion Dare are accapted for exchange and the aggregate number of yuch Shares is
less than 87,200,000, Shazes properly tendered sfter the Procavion Date will Be s¢capted for exchange in
the order 1enderad, up to 87,200,000 Sharey, '

As described under “CIATADY R2CINT DaviLoswents,” in 22 action in the Delaware Chancary Court
Mesa Bidders arw chailenging the Company Cfer on the basis of, among othar things, the provisiea of the
Company Offer which states that the Company will not accapt Mesa Shares (a3 defined (2 the Offer 10
Purchase) for exchange, and the Company has reason to delieve that Mesa Bidders may also challenge
such provision under fedaral law in the panding Udgaten in federal dhn-i:: <ourt. The Company's right 1o
amend the terms of the Compaay Offer izcludes, without limitaugo, its right to exwend tha Company Cifar
10 2l ar a ponion of the Mesa Shares if 12sy uce propecly and dmely tendered pursuans thersto. If, asz
reavit of 3 cours order in such Delaware iction or stherwise, e Compaay were 1o 0 extazd the Company
Ctfer, the acesptancs for exchange of Mesa Shares sould=depending upon the aumbar of Me1a Shares
and other Shares propetly rendered by the Proration Date and teseafteremsignifcanty reducs the numbeer
of ather $hars accapred for exchange by reason of the proraden provisiens of the Compsny Offer.

2




Effact of Parvial Waiiver on the Time of Acceptance af Shares for Exchange

As 8 rasult of the panial waiver of the Mess Purchase Condition, the efect of the provisions contsined
in Section 4 on pages 13.40 of the Offer 10 Purchate with respect to the Adceptance-of Shares for exchange
and the Jdelivery of Securiies in exchanye for Shares is thar, with IeSpget 10 Up to a-maximum of
30.CCO.CCO Shares pragerly tendered and not withdrawn, the Company will, upon the tarms and ubfect 10
the conditions of the Company Offer craar than the Mesa Purchasa Condition, accapt for exchange, and
faisue Secunitins in exchange for, such Shares as scon a8 practicahle sier the fatase of (i) rthe Proratign
Dare, (ii) the qualification, undar the Truaz Indenture Act of 1939, of the Indenture puriuans 10 which :he
Securities sre 10 ba issued (the “Indenure™) nd (iit} a8 10 any Shares not tharstofore accapted for
exchange, the expirston of any additional withdrawal pacicd resulling from the making of a reader ofer
for Shares by another person as dessriked in Section J on nage 18 of the Offer 10 Purchase.

HISTORICAL AND PRQ FORMA CONDE: ‘SED FINANCIAL DATA OF THE COMPANY

The following condented consolidated histor ‘at Anancizi ¢ara of the Company and its contelidated
subsidiary at Decamber 31, 1933 and 1984 and fo- the three yeurs endad Decemier 31, 1984 have kean
derivad {tom the sudited financial statements of the Company tet forth in Annex D to the Offer 10
Purchate and are quaiified in their entirery By reference (0 such audited Anancial stataments and related
rotes contsined therein. The following pro ferma condensed conselidated Anancial infermarion of the
Compiny and iw conselidated subsidiary Dlusizates certain unaudited pro forma effecy of (A) the
- exchange of 87.200.CC0 Shares far Securities pursuant to the Company Qffer (“Case A") and (3) the
exchange of 20.CC0,CCO Shares {the numbar of Shares with [espect to which the Company has waived the
Mesa Purchase Condition) for Securities pussuang 1o the Company Offer (“Cate B“), in each caze 13
though sush exchange had cscurred on January |, 1984 with respeet 1o the condensed centolidated
eamings statement and ag of Decamazer 31, 1984 wirth teIPect (0 the condentad conselidared balancs sheee
Such unaudited pro forma dara sheuld tae read in conjunction with the nots accompanying such pro-
forma dara in this Supplement and with the 2udited Anancial starements snd related notes tet fomh in
Annex D to0 tae Offer 10 Pucchaie. '

-The fallowing unaudited pro forma Mnancial information does not ve efect to the proposed
formation of the master limited pannership dezeribed in this Supplement uader “FROZOIID MasTir
LnaTEp Paatvarsum.” .




UNccaL CorroRATION

CoNDENSZD CONSOULIDATEID EARNINGS STATEZMENT

] 18 1984
Ca A Cate A Cued Caie i
Fra Farma  Fra Parms Fra Foeng fro Par:
Hixrquteat Adfusimenty ‘Retalry Adluaimenny Aequll
7 ' { Bailar Amaunrs f4 Milllona Bxesge Per $hare Ameunry)
Revenues.......ccccrnnn oo $10.839.1 310,650.9 §| 1,337.7 $11,837.7 $i1.53
Costof preducts sold ard ;
operating expense....... W 6,204,7 6,932.6 7.57%.9 7.579.9 757
Selling, administrative ar.d : . ;
general exgense ......., 4315 440.1 419.0 419.0 318
Depreciation aad amornzation .. 7218 796.7 838.4 836.4 §3¢
Dry kole ¢ous ........... SR 2733 1522 196.2 196.2 19¢
Exploration operations expense. 158.4 158.1 706 , 170.6 - 1%
Ineres: eXpaNIS ..o, 130.6 1232 1318 I N 949.7 I 469.0(1) £EC
Excite, property and other :
CPOraNNG 1AXES onririroriirerinne §20.1 919.2 96%.1 964.1 565
Total zasts and otirer
deductions v, 9,467.6 %622.1  10.259.0 217.9 11,1169 169.0 10.762
Eamings tefore raxes on *
1T<-1 1 SR winee 1,406.3 1,068.4 1.238.7 ($17.9) é30.8 {469.0) 769.
Federal and ather 13:tes on :
[ 14- 1 T T, s £02.5 442 5 $33.3 {(+09.0)(2) 1293 (234.83(2) 103
‘ ———
Nateamings............... 3030 § 8259 8 700.4 $(409.0) 3 2914 S (234.35) 5 uss
Nat earmings per _
Shat®. i orenans 463 5 lé0 § 403 S 1n S 37
Weighied average
Shares ouustanding ‘
(in thousands)....... 173,636 173,677 173,686 {35,998 3727060 (49,981) 123,71,

Yar theg janr ended Decamier 31,

See accompanying rotes
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Unccal CORPORATION

CONDENSED CONSOLIDATED BALANCE SHIET

ASSETS
Acguunu and notes [RSeivabif. ...
rnv.n:oﬁ""Dl'll||ll|'||l;llll'l'lllflllQCllilllbnlllll|lllI!

QrRar curTent AMe ..o
] Tﬂtﬂ currTent u!.'l.’uutu-uuuu‘nfunnﬂ"u
Propeniesa=nat .......ccocrcernnens e
O'hef ““unnuluuuu-u-uiuunu..u'uiuuuu-uun
To‘“ '“ﬂ"‘.'l‘fll.l" IIIIIIIIIIII BEPELEUSAD
LIABILITIES
A‘(ﬂunﬂ Faylb!. NN s R rn b i n bV ngnnsarenisy "
Ctker currant liabilities .....c..0......, senn s
Total current labilities ........... st

Lﬁﬂi-(ﬂﬂ'ﬂ d‘h‘ e Y T R L I IS I TR I
Delorred iocome taxes ............coniustnseerrnne
Qther zon-current Labilities.....eoecrrcerore,

Tat.l Iiabuiti.’ TR et R TR AR LR e
SHAREQWNERS' BQUITY
{DEFICIENCY)
Common Shares ($1 par value)......cocrsieenns
Shares authorized: 2£0.0€0,060

Shates ouuunding: -
173,636,198 ( 1983 Hisartcal)
173,714,599 &l 934 Historical)
87,700,000 { Case A Pro Faema)
123,714,559 (Case B Pro Farma)

Capital in excess of par vaiue of
h‘"’ mu.d llllll AR LU LI LA RN T Y TR R T

Porign curreney wansladen
‘d’m‘m.a‘ LARL LR AL Ll IR E LTSI T IR Y] LIaRIT)

Rataized zamnings ( defeit).vmminrenn.
Toral shareowzers’ equity ( defictency).......
Tatal llabilities and shareowners’ equity.....

Average shareowners’ equity ( deflciency)
mr h“'u llllllllll LRl L LT TY Y] )

AL LS LRI RN ITIY DY)

d3 1403373 L LK0x=

At Deceridgr 31,

13 1794 .
, Cite A CieA Cisa B Cise |
: Pro Farug P Famy Prafems. Pyofor
Higraerea)  Histerlesd Adfuaimeics Reyis Adfuatmena Regult

(Datiar Amaumin ia Mitaxs Sxgase Por Shere ArTOunts

$ 9240 § 9760 $ 9760 s w7
8Lt §29.1 §29.1 &2
3603 _ 3243 1243 32
1,896.4  1,529.4 1,929.4 (o2
7.068.4 7,5C6.1 7.506.1 7,501
2632 1473 167.3 16
$9.228.0 $10.202.8 §510,202.3 $10.20:
L ] SIS
$1.033.7 § 10853 - § 1,069.8 $.1,06¢
404.5 5538 §84.3 18
14396 16284 1,828.6 L62¢
L1023 1,1220  S62784(1) 74004 § 3,€00.0(1) 4,721
L0478 L3334 13334 1333
420.5 4273 - 427.8 | 429
40479 43085  627%4 10,796.9  3,6¢00 %108
1737 1717 (16.0) 47,1 (%0.0) 123
3522 1518 (35L1.9) - (351.3) -
(8.2) (20.9) (20.3) {20,
4,662.4 8,189 {5,340.5) (65L.5) (319833 1,59,
51801 56943  (63784) (S84.1)  (3.600.0) 2,094,
§9.228.0 $10.202.3 $§ — $10.2028 § — §10.202.
TENNENEE R ] ] E__ T E
$ 2982 3 3278 ] gs.ae) S 163

2¢e iccompanying notwEs
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Unoc¢aLl CoRPORATION

HisTORICAL AND PRO FORMA CAPITALIZATION

Decombar 31, 19854
Casa A CasaA Casn B Clasa B
Pro Forma Pro Forms Pro Forma Fro Forma
Histaricel Adjustmenta Reauits Adjusermenty M
; ’ ) { Daitar Amvounts in Miltions)
Long-term debe
Notes payable (3%% 0 114%) irnreenes 5 0l $ 1oL} $ 10L1
Debentures (44% t0 10URB) corrimrursrerarseverse 538.3 528.3 528.3
Floadag Raie Senior NOWS ......rnueresisenne 490.3 - 490.3 490.3
14% Senior Securad Notes .. virvecrrecrsons $ L7440 1,744.0 $ 1.000.0 1,000.0
Floating Rate Senior Sequred Notes .......... . 2,790.4 2,79.4 11,6000 1,600.0
Senior Secured Extandible Notes ......... 1,744.0 1,744.0 1,000.0 1.000.0
Other Vv s aensnesmeas 2.3 .3 2.3
Total longeterm debt ... ecrircrneniaranes §1,1220 §6278.4  $7,400.4 $3.5000  $4.722.0
Shareowners’ equity ( deficiency):

Common Shares, par vaiue S1, :

authorized—260,000.000 shares.............. $ 1737 3 (86.0) $§ 877 S (s500) § 123.7
Capital in exsess of par value of Shares

T R T 351.8 (351.8) - (351.8) -
Foreign currency translation adjustments.., (20.3) (20.3) (20.3)
Retained earnings (deficit) ......... SO 5,189.1 {5,840.8) (6851.5) (3.198.2) 1,990.9

- Total shareowners' equity
(deflency) i 35,6943 $(6.273.4) $(534.1)  §(3.600.0) $2.094.3

TO(IJ. eatens . tuaney 5618165 s — 56151613 s - 56'3]5-3
] T S =R —— ]

Common Shares issusd and ouwtanding
(in thousands).. - 173715 36,015 87,700 30,000 133,715

See accompanying notes
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No'ru 10 Pro Fon.m CONDENSED FINANCIAL INFORMATION

1. For purposes of Case A of these pro forma condensed ﬁnanc:ai statements. it is assumed thas
87,200,000 Shares are exchanged for $6,278.4 millica pnnczpd amount of Securities, and for purposes of
Cass B of thess pro forma condensed Anancial statements, it is mnmed that 30,000,000 Shares are
exchanged for $3,600.0 millioa principal amount of Securities, For esrmings statement purposes, it is
assumed that each exchangs took place on January 1, 1984, For balance sheet purposes. it is sssumed thac
aach uchange took place on December 31, 1984, The cxchange iz Case A results in a reduction of $36.0

" million in common shares ( pas value $1.00), a reduction of $331.3 millioa in capital in excass of par value -
(the total value in that account at December 31, 1984) and a reduction of $5,340.6 million in retsined
earnings. The exchange in Case B results in 2 reduction of $%0.0 million in common shares, 2 reduction of
$351.8 millioa in capital in excess of rar value and a recuc ion of $3,198.2 million in retained earnings.

Interest expensa is increased dus (o the iss ancs of the Securit 48 in r.ho following principal amouants, at the
following assumed rates of interest

— Casa A Case B
Pre Forma Pro Forma
Assamed Interent Intarent
Rate of Prinsipai Cha Priscipal Charge
Security - [ntarvas Amou for | Amoust foe 1984
{Doilars in Millicas )

14% Senior Secured NOtSE..cvcrrenennen 14.000% 51,7440  $2442 81,0000 $140.0
Floating Rate Senior Secured Notes..... 12.123 3,790.4 31383 - 1,6000 {94,0
Senior Secured Extendible Notes.......... 13.500 {,744.0 2344 1,000.0 135.0
Totad $6,278.4 $817.% $3,600.0 $469.0 -

The intersst rate on the 14% Senior Secured Notes is fixed at 14.00%. The interest rate on the Senior
Secured Extandible Notes is fixed at 13.50% for the first three years of the Security. The interest race on
the Floating Rate Seaior Secured Notes floacs at 325 basis points over the London [nterbank Offered Rate

. and is assumed to be 12.125% during 1984 {the initial quarterly interest me) Ses “Descrurrion orF THE
SacunTEs” in the Offer to Purchase,

The intersst rates on the Securites are adjusted in cermain evenws by the amounts showa in the
foilowing table: the tabie aiso indicates the pro forma interest {in millioas) which would zave accrued en
the Securities if such Securities had been outstanding for all of 1984 and such increased interest rates had
beea in effect the eatire period:

Pro Forma luterest Charge
for L9094
Inerenge in
m . . Intereat Rate Casa A Cimg §
14% Senior Secured NOtOS...ocommaress 200 basis poins  $279.0 $160.0
Floatng Rate Senior Secured Notes ... 200 394.1 226.0
Senior Secured Extendible Notes .......... 178 264.0 182.8
Total $939.1 93383
. -] T

The Indenture contding various restrictions (ses “DuscRIPTION Of THE SsCURITIES” in the Offer w0
Purchase) which include resictons as 0 dividend payments and limitations 2a w0 furure debe.

2. The increased interest expense dus to the Securities is assumed to result in & reduction in federal
and other taxes on income at the rate of 50%, which is appmmmly the Company’s margnal tax rate, To
the extmt the Company does not have suficient surrent taxabie income to {ully utilize the assumed i intereae
deductions, it plans to utilize the carryback provisions of the [aternsl Revenua Cods.

1
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UNacat CorroRaTION

RaTIO OF EARNINGS (PRE-TaxX) TO FIxzD CHARGES

_ For the years saded December 31,
o 1984 Pro Forran
1942 199y 1984 Case A Case
‘ : {Daliar Amounts in villlona)
Net earnings . sosssinsen $ 8040 $ 6259 5 7004 8§ 291.4(1) § 465.9(1)
Taxes on consolidated in ome.................... oo 6028 4428 538.3 129.3 303.8
Taxes on nonconsolidatee subsidiary............ 14.5 6.2 4.7 4,7 4,7
(A) Total pre-tax ¢z mings vesarasrantsssesna 14210 10746 12434 4288 7174.4
Fixed charges : '_
Interest expensa ........ e, 1308 232 1318 949.7(1)  600.3(1)
Operatng leass reatal—interese ' :
. expenss } . 343 40,0 13.3 383 - 333
Interest expanse of related entities(2).... §03 178 17.4 {7.4 17.4
{B) Toti fixed charges............... saneonnens 2282 191.0 183.0 1,008.9 §57.0
Pre-tax earnings pius Axed charges (A + B) $1,646.2 $1.264.5 §1,431.4  S1.431.4 $1,431.4
Ratio of earnings to fAxed charges .
(A+B)/B (3) tremsasennan 73 6.6 7.6 1.4 .1

. The pro forma daca for Case A reflect the increase in intarest expense of $317.9 million (less the §409.0
rmillion adjustment to federal and other :axes on income) as a result of the issuanes of Securities
aggregating $6,278.4 million in exchange for 87,200,000 Shares as described ¢isewhere nerein, The
pra forma data for Case B reflest the increase in interest expense of $469.0 million (less the 5234.5
millioz adjustment to federal and other taxes on incoms) as & result of the issuance of Securities
aggreganing $3,500.0 million in exchaage for $0.000,000 Shares s described elsewhere herein.

2. Includes & noncoasolidated iubsidiary dad az affiliste which are accounted for da the equiry basis,
Does ot include fixed charges related 10 guarantess of the debe obligations of others, which are aot
significanc,

3. For the purposa of ihis ratio, earnings consist of nqt sarniags before fixed charges and taxes on income.
Fixed charges consist of intareit on indebeedness and capitai lease obligations, amorization of debe
discount and issuance expense aad that portion of operating leass rental expense which is representa-
tve of the interest factor (amumed 10 be one-third).
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PROPOSED MASTER LIMITED PARTNERSHIP

General Description of the Proposed Master Limited Parmarship

On April 22, 1985, the Company’s Board of Directors approved detailed study and preparatory work
for the creation of a limitad partnership 10 be kaows as Union Expioraton Parmners, Lid. (“UXP") 10
succeed to the oil and gas exploradoa aad production operations of Union Qil Company of California
(“Uanion Qil") i its Guif Region. Such operations are primarily offshors in the Guif of Mexico 1ad
onshore in portions of Texas, Louisiana, Alabama, Mississippi and Arkansas, Union Oil would convey, or
¢ause 1o be conveyed, w UXP subsiandaily all of the expioraticn ind production asiews of the Gull Region
in return for uaits of limited partmership interests, and UXP would assume substanaily ail of the related
liabilides of the Guif Region. Thareupos, UXP would koid properties with aet proved reserves, estmated
85 of December 31, 1984 by the Company, of approximately |78 million barrels of cruds ail and
condensate and approximitely 2,600 billion cubic fest of gatural gas (wet gas). During 1984, ner
production from thess propertie. was 16 million barrels of crude oil and condensate sad 152 billion cybie
feet of natural gas. The Company estimares that the future aer casht flow of thess proved daveloped and
undeveioped reserves had a praseat value at December 31, {984 of $3,391 million (before income taxes
and discouatsd at 10% per anaum). UXP would also hold approximataly 500,000 net udeveloped 1cres
primarily offshore ia the Gulf of Mexico and onshore in Texas, Louisiana, Alabama, Mississippi and

UXP would continue to explore for and develop oil and gas on these properties and acquire offihare
aad orshore properties in the Gulf Region. Expenditures for exploradon sad development for the Gulf
Region during {984 were in excess of 5300 miilion.

It is expected thut Uniog Qil 2ad one or mere wholly-owned subsidiaries of Unjon Ol would be the
geaeral parmers of UXP aad Uasion Ot would Be the managing general parwner of UXP, It is ajso
expectad that got more than 10% of the initial [imited panzership units would be sold to the public ia an
underwritten public offering, with the remaining initial limited parmership units to be issuad 1o and
retained by Union Qil. This document does not constitute an offer to sell, or a soilcitation of an offar to
buy, any units which may be sold by UXP. The issuance of such units would be registersd under the
Securities Act of 1933, and such securities would be offered only by mesns of s prospecrus. The
Compaxny anticipates that a Registraton Statement with respect 10 the limited parmership units would be
filed by mid-June 1985 if formation of UXDP is authorized by the Company’s Board of Directons. '

It is expected that UXP would operate through UXP Operadng Company (“"UXPO"™), 1 lintited
parmership in which it is expected UXP would be the sole limited partaer aod Unioa Oil and one or more
of its whoily-owned subsidiaries would be the general parmners.

The Compaay aaticipates that UXP would be abie to distribute to its pastaers a substantial porica of
the net cash flow geserated by its operations, subject to the continuing evaluation of the aseds of UXPs
business, Under such circumstances, the Company preseacly acicipates that it would fuad the exploraton
and development activiries of UXP for the foreseeabls futurs by purchasing for cash sewly issued limited
parmenhip interests in UXP, Soms portion of the parmersiip interests 30 purchased would potsntially be
available for disibution to the Company’s shareRoldars 23 dividends if the Company’s Board of Directors
so determines in the future. Any such distributions would be subject to the reswrictions of the Indenture oz
Restricted Paymenw and Investments. See “Cortain Revisions to the Terma of the Securities.”

Counsei 10 the Company believes that distribution of these newly issued units to its sharshoiders

would aot result in taxable gaia to the Company. Distsibutions by the Compaay of these unity wouid be

. taxable as a dividend 10 the Company's shareholders, The tazable amousnt of such distribution, for both
* an individual thareholder and & domestc corporate sharshoider, would be the fair market valus of the
units recaived by such sharsholder, UXP wouwd be classified 45 2 parmership for federal income tax
purposes and as such would not be 3 tax paying entity. Rather. each unit hoider wouid take into acgouas

in computing his taxable income or loss such unit holder's shase of UXP's incomae, gain, lom, deduction or
credit. The tax basis of one of these new unity distribuzed by the Company o 3 shareholder would initaily

be the fair market valus of such units when distributed and thereafter such basis would be adjusted for a

9
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unit holder's share of UXP's income, gain, loss. and deductions and distriburions of cash. A sale of units
By a unit holder would wsually result in capital gain or ioss equal to the difference between the unit's sales
price and the unic hoider’s tax dasis therein as adjusted, excepr that cerain of U XP's deducrions or credics
would be recaptured as ordinary income of as aa increase in 1ax liability, respactively, by the seiling unit
“holder. Certain tax reform proposals of the United States Treasury Department, which were released in
1984 and are currendy under revision. and others being considered by Congress, would have a signifeant
adverse impact on UXP if such proposals were enacted. :

‘Shareholders are cautioned that implementation of the proposed limited parmership is subject to the
completion of detailed study and preparatory work, decisions on important issues as o the structure and
details of the partnarship and Nirther action of the Board of Directors. Further. the timing and amounr of
distributions, if any, of limited partnership iaterests by the Company to-its shareholders, and of crsh hy
UXP to its limited partners, will be subject to the continuing evaluation of the business aad fAnanciai aes is
in furure yeass of the Company and UXP, respectively.

Certain Ravisions to the Terms of the Securities

The terms of the Securities have been revised in severai respect, in order to permit the formation of
UXP and UXPO, and the purchases and discributions of limited partaership uniss of UXP and UXPO
described above and 10 revise cerain of the covenants. A revised form of the Indenture reflecting the
revisions has been fled with the Commission iz an amendment to the Company's appiication on Form T-3
for the qualification of the Indenture and may be obtained in the manner set forth under “Tie COMPANY .
Orrer—Additional [nformation Concerning the Company Offes” on page 43 of the Offer to Purchase. The
following are revisions 1o cemain of the descriptioas of the Indencture and the Securities contained in the °
Offat 10 Purchase under the caption “ DaSCRIPTION of THE SECURITIES.” Such summaries do nat purport (0
be compiete and are subjest o, and are qualified in their eatirety by reference to, all the provisions of the
Indeature and the Securities, Excapt as noted below the description of the {ndenture and Securities in the
Offer to Purchase remaias unchanged. Cemain defined terms ia tte [ndenrure are capitalized herwin. -

Limitation on Lisns. So long as any of the Debe Securities are Outstanding, the Company will nor,
aad will not permit any Subsidiary to, incur, issus, assume, become liable for or guarantes any Debt
- secured By a Morgage on any Restricted Property or on any shares of stock or Dedt of a Subsidiary unless,
after giving effect thereto, che iggregate principal amount of all such secured Debt (exeluding any Debt
secured by excepiad Mormgagea referred 1o in the following sentence) pius all Anributable Debt of the
Company snd its Subsidiaries in respect of sale and leaseback transactons {nvolving Restricted Property,
would not exceed 5% of Consolidated Adjusted Nt Assets, This resiriction will not apply to (a)
Mongages on proparty of, or on any shares of stock or Debe of, any corporation {other than 1 Restricted
Affiliate) existing at the tme such corporation becomes a Subsidiary. (b) Mortgages on property (other
than property of & Restricted AfMliace) existing at the time of acquisition thereof ( including acquisition
through merger or consolidation) or 10 secure the paymeat of all oc any part of e purchase price or
CONRTUCHON ¢Osts thereof or 1o secure any Debe (othar than Debt of 2 Restricted Aftljate) incurred prior
0, at the dme of, or within six months afer, the acquisition or compietion of construction of such property
for the purposs of Anancing all or any part of the purchase price o construction cosws thersof, (o)
Mongages (o securs the cont of exploration, dnilling or davelopmant of, or the cost of {mprovemenss 0,
such property as is, ia the opinion of the Board of Dirsctors, substaatially unimproved, or to sacure Debs
incurred for the purpose of Anancing any such costs, (3) the Mortgage on the Trust Estate created by the
Indenturs, (¢) the Mortgage of aay property of the Company or aay Subsidiary in faver of goveramentai
badies of the United States or any Seate thereof to securs partial, progress, advancs oz other similar
paymeau to the Company or sny Subsidiary pursuaat to any coatrast or statute, and () any extension,
resewai or replacement (or successive extensions, renewals or replacement ), a3 a whole or in part, of any
Debt sucured by 4 Mortgage referred to ia the foregoing ciauses (2) through (). inclusive. provided. thae
the Mortgage securing such exiended, renewed or replaced Debt is limited to il or part of che same
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property (plus im'pravcmnu on such property) that secured the Dels¢ extanded, ranewed or replaced and
the Debt secured thereby then ouwstanding is not increased. (Section (010)

Limitation on Sales and Leasebacks. So long as any of the Debt Securities are Qutstanding, neither
the Company nor any Subsidiary may enater inw any sale and leaseback traasaction. including sale and
leaseback transactions berwean the Company and 2 Subsidiary or Setween Subsidiaries, involving any '
Restricted Property uniess (a) the Company or such Subsidiary could create Debt secur=d by 3 Mortgage
on such property ia an amount equal (o the Attributable Debt with respect 1o the sale and leaseback
transaction or (b) sinca the date of the [ndenture and within a period commencing |2 months prior 10 the
consummation af the sale and leaseback transaction and ending 12 months after the consummation of such
sale and leaseback irassaction, the Company or any Subsidiary ha' expended or will expend for the
Restricted Prope Ty which is the subject of such sale and leaseback b imsaction an amount equal 1o the -
greater of (x) the ne proceeds of such sale and leaseback transaction a.d (») the fair market value of the
Restricted Property £3 leased at the time of entering into such transaerion, as determined by the Board of
Directors of the Co.1pany. (Section 1011) '

Limitation an Dade, So long as any of the Debe Securities are Qutsianding, the Company will not, and
will not permit any Subsidizry to, incur, issue, assume, become liable for, guarantee or suffer to exist any
Debt excapt: (2) Dabt Securities issued under the Indenture: (b) Debre of the Compaay if such Debt was
az obligadon of the Company on the date of the firse issue of Debt Securities under the lndenturs; (¢)
Debt of 2 Subsidiary if such Debt was an obligation of such Subsidiary on the dase of the frsz issue of Debe
Securities under the ladenture and such Subsidiary was 2 Subsidiary on such date: (d) Debt of the
Company or any Subsidiary the procseds of which are used exclusively by the Company or such Subsidiary
for working capital, provided that the aggregate principal amouat of such Debr at any tima ousstanding
shall got exceed 8% of Consolidated Adjusted Net Assqrs: (e) Debt permirted s described under
“Limitation on Lieas” (including Debt secured by Mortgages permitted under clauses (a) through (e)
thereol) and “Limitation on Sales and Leasebacks™ above; () Subordinated Debt of the Campany; ()
Debt of the Company incurred for the purpose of exteading, renewing or refunding any outstanding Debt
of the Compady or any Subisidary, provided that the aggregate amount of Debt of the Company and its
Subsidiaries on a consolidated basis is not thereby increased: (h) Debs of say Subsidiary incurred for the
purpose of extending, renewing or rafunding aay outstanding Debt of such Subsidiary, provided that the
aggregate amount of Debt of the Company and its Subsidiacies on ¢ consolidated basis is not thereby
increased; (i) Debt of the Company to the extent that the proceeds thereof are, immediately after the
incurrence thereof, applied o the redemption ( other than pursuans (o the provisions of Article Twelve of
the ladenture) of Debr Securities; (j) Debt of a limited partnership which may be created as deseribed |a
“Limitation on Restricted Pryments and lnvestmenws” beiow, which Debr is assumed by such limited
pannership 44 therein described: and (k) Debt of Union Oil or any wholly-awned Subsidiary of Union Qil
which consists solely of a coatingent liabiliry for the Debe referred 0 in clause (J) above resuiting from
being 4 geaeral panner of & limited pastaership which may be created as described in “Limitation on
Restricted Payments and Investmenu™ below, (Section 1012y

. —  Limitarion om Restricted Payments and Investments, So long as aay of the Debr Securities are
Outstanding, the Company will a0t, and will not permit any Subsidiary 0, make any Restricted Paymant
or make any Investment in any Person (other thas a wholly-owned Subsidiary) uniess, immediately after
giving effect 10 any such Restricted Payment or iny such Investmesnt, the aggregats of all Restricted
Paymean and all such lavestments which, after the date on which Debt Securicies Are first fssued undes the
Indenturs, shail have bees made shall not exceed $100,000,000 plus S0% of consolidated net income and
minus 100% of consolidated net losses of the Compaay 1ad its Subsidiaries, determinad in accordances with
generally dccsptad accounting principles, accrued subsequent to July 1, 1983, (Secdon 1013(a))

Notwithstanding the foregoing limitacions, (i) if authorized by 82 Indepeadent Director Rascliution
(8) Unioa Oll and any other Subsidiary may assign, sell or ocherwise transfer substantiaily all of the
properties and assets of the oil and gas exploration and production business conducted by the Gulf Region
of the Company sad its Subsidiaries (which operations ar8 conducred primarily in the States of Texas,
Louisiana, Alabama, Mississippi and Arkansas) w0 UXP in consideration fr: (x) the assumption by UXP
of Debt of Union Off 7.d such Subsidiary related to the properties a:.d assets 10 assigned. soid o¢
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transfarred 10 UXP aad (y) the issuance to Union Oil and any such Subsidiary of ail of the limited
pantnership interests in UXP, other thaa limited partnership interesu which may be wold by UXP in a

public offering to other Persons as described in “Limitation Upon [ssus of Capital Stock or Other Equity
Interests and Consolidadon, Ete. by Subsidiaries” below, and (b) Union Oil and/or one or more wholly-
owned Subsidiaries of Union Gil may pay to UXP up to an aggregate of $200,000,000 in cash in exchange
for the issuance 10 Unioa Oil and/or such Subsidiaries of all of the general parmership iaterests in UXD,
(i) if UXP is 50 established, the Company may from time to time acquirs newly issued limited pantnership
interests ia UXP if and only if (a) it contemporxncously makes distributions of all such limited partnership
interests to the holders of its Common Stock aad (b) such distributions are permitted by the preceding
paragraph and (iii) if UXP is so established, (a) UXP may-assign, seil or otherwise iran fer ajl or any
portion of the cash, properties an { assets that it may recsive in exchangs for the generss a0 d the limited
parmership interests in UXP pursu. 2t (o clauses (i) and (ii) of this sentence to UXPQ in exct 1nge for ( x)
the assumpdios by UXPQ of all or .ny portion of the Debs assumed by UXP pursuant to clarse (i)(a)(x}
of this sentence and (y) the issuarce to UXP of all of the limited partnership interesus in U, PO, and | b)
Union Qil and/or one or more »holly-owned Subsidisries of Unioa Qil may pay w UXPO up t0 an

. aggregate of $200,000.000 in cash ia exchange for the issuszcs o Union Ol and/oe such Subsidiaries of al]
of the generai partnership interests in UXPO, (Section 1013(h)) '

Limitation on Sales of Assets. Exceps for permitted sale and leaseback transactions and except for
permitted traasactions involving the limited partnerships described under “Limitation on Restrictad
Paymests and (avestmens” above, so long as any of the Dbt Securities are Quistanding, the Company
will not, and will net permit any Subsidiary to, in a single transaction or series of related wansactions, (a)
assign, sall or otherwise transfer any shares of capital stock or any squicy interest of 5 Subsidiary, any Debt
of the Company owned by a Subsidiasy or any Debt of 4 Subsidiary owned by the Company or anather
Subsidiary or (b), except in the ordinary course of business as herctofors conducted by ths Company aad
its Subsidiaries, assign, sell, transfer or lease iy property or asset of the Company or any Subsidiary
uniess the greater of the book value, determined in acsordance with generaily accepted accounting
principles, and the fair market value of such Property or isset being assigned, sold, transferred or leased
does aot exceed 10% of Consolidaced Adjusted Net Assets and the Company imuiediately thereafter
applies the proceeds therefrom to tha redemption (other than pursuant (¢ the provisions of Article Twelve
of the Indenture) of the Debt Securities. (Section 1014}

Limttation Upon Itsue of Capital Stock or Other Equity Interests and Consolidation, Ere. by
Subsidiaries, So loag as any of the Dabt Securities ars Quustznding, the Company will not permit any
Subsidiary t0 (a) issue any shares of its capital stock, excepr for directony’ qualifying shares, or other equiry
interests ia it, excapt for limited partnership interests which may be sold by UXP for cash in a public
offeriag for up to an aggregate of $600.000,000 as s00d 18 practicable after the transfer contemplated by
clause (i) of the second paragraph under “Limitatior on Rastricted Payments and Investmaau” above
and except for the limited partnerships which may be creaced cherealter as described under “Limitation on
Restricted Payments and [avesiments” above or () consolidats or merge with any Penon, excapt that
aay wholly-owned Subsidiary of Unioa Oil may consolidate with or merge into Uzion Oil or any whoily-
owned Subsidiary of Union Oil. (Section 1016) )

Restricted Property is defined to mean (1) any interest in Jand {including underwater laad and any
interest in property located off the coast of dny land operated pursuant to leases from aay governmental
bedy) which is capabie of producing crude oil, natural §as, geothermal energy or other hydrocarbons in
paying quantities and any interest in the crude oil, nscursl fas, geothermai energy or other hydrocarbons
produced or to be produced (or the procesds thersof) from such lands, including any exploeation or
production facilities or other improvements on such lands a3 well a3 any drilling or producing platform ae
(ii) any refining or manufacturiag plant or transportation or marketing facilities or equipment, (Section
101)

Subardinated Debst is defined 10 mean agy issue of Debt of the Company not secured by a Mortgage
which is expressly made subordinate and junior in right of payment 10 the Deb: Securities of say series and
such other indebredness of the Company ( except other Subordinatad Dedt) as may be specifled in the
instruments evidencing the Subordinated Debe of tae indenturs or other similar instrument uader which it
is issued ( which indeature or other instriment shall be binding on ail holders of such Subordinatet Debe)
(the Debt Securities and such other i;dabredness ta which the Subordinated Debt is subord® ate and
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junior deing hereinafter in this paragraph called “Superior Debt™). by provisions not more favarabie to
the holders of the Subordinated Debt than the following: *(i) No paymeat or prepayment of any principal
or premium (if any) on accoune of, and no repurchase, redemption or ather retirement ( whether ac the
option of the holder or otherwise) of, Subordinated Debt shall be mads, 2ad no holder of Subordinaced
Debt shali ask, demand, sus for, take or receive from the Company, directly or indirectly, in cash or other
proparty or by set-off or in say other manner (inciuding without limitation from or by way of coilatgral)
ay such paymest or prepayment, in any such case prior- o Jaauary L. 1992; (i) oo payment or
prepayment of any principal. premium (if any) or interast on account of, and ao repurchase, redemption
or other retirement (whether at the option of the holder or otherwise) of. Subordinated Debe shall be
made, if at the time of such payment, prepayment, repurchase, redemption ar retirement or immaediately
after giving effect thereto (A) there shail exist a defsuls in the paymen: or prepayment of a8y principai,
premiur (if 2ny) or interest on account of any Superior Debt or (B) there shall have ocourred an gvent
‘ocher th \u a default in the payment or prepayment of principal, premium (if any) or interest with respect
« agy Su;erior Debt) permiting the holder or holdecs thereof o accelerats the marurity chereof (with
wtice, lapse of time, or both ) and such event shall not have been cured ar waived; (iii) in the event of any
f4solvencs of bankruptcy proceedings, and any recsivership, liquidation, reorganization or other similae
jroceedings in conaection therewith, refative o the Company ot 10 its creditors, as such, or to ity property,
aad in thy event of 1y proceedings for voluntary liquidation. dissolution or other winding up of the
Company, whether or not involving insolvency or bankruptcy, then the holders of the Superior Debe shail
be entitied 10 receive payment in full of all principal and interest on all Superior Debt (including interest
thereon accruing after the commencement of aay tuch proceedings) befors the holdess of the Subordi-
nated Debt are entled 1o receive any paymeat oa account of principal or interest upon the Subordinazed
Debt, and to that end (but subject to the power of 4 court of competent jurisdiction t0 maks other
equitable provision reflecting the rights conferred by the provisions of the Subordinated Debe upen the -
Superior Debt and the holders thereof with respect to the Subordinated Debt and the holders thereof by 2
lawful plan of reorganization under applicable bankruptey law) the holders of Superior Debe shall be ©
entitled to receive any payment or distmbuton of any kind or charactee, whether in cash or proparty of
securities, which may be payabie or deliverable in any such proceedings in respect of the Suberdinated
Dabr, excapt securities which are subordinate and junior in right of payment 1o the payment of sil Superior
Debt then outstanding: (iv) in the event that 40y Subordinated Debe is declared due and payable before
its expressed matusity because of the occurrencs of da event (under circumstances when the provisions of
the foregoing clauses (ii) or (iii) shail not be appticabie), the holders of the Superior Debt ountanding at
the time such Subordinated Debe so becomes due and payable because of such occurrence of such an even:
shail be entitled 10 receive payment in full of all principal and interest on all Supecior Debt before the
hoiders of the Subordinated Debt are entitied o0 receive aay paymeat on account of the principal or
(nterest upon the Subordinated Debe (v) ia the event thar, notwithstanding the foregoing ciauses (i), (i),
(iii} and (iv), any such payment or dismibution of assews of the Company of amy kind or character
prohibitad by such clauses, whesher in cash, property or securities, shall be receivad by the holders of
Subordinated Debt befors ail Suparior Debt is paid ia Mil, of provision mads for such paymeat in

- accordance with its terms, such payment ot distribution shail be Reld i trust for the benefit of, and shail be
paid over or delivered 10, the hoiders of such Superior Debt.or their represencative or representatives, of to
the rustes or trustees uader any indeature pursuant to which any instruments evidencing any of such

* Superior Dabt may have been issued. as their respective interests may appear, for appiication to the
payment of all Superior Debt remaining unpaid 10 the extent necessary to pay off such Superior Dabt in
full in accordance with its terms, aftsr giving effect to any concurrent paymaent or distribution to the holdery
of such Superior Dabe; aad (vi) no holder of Superior Debt shall be prejudiced iz his right to enfores
subordination of the Subordinated Debe by any act or failure to act on the pas of the Company.” (Sectian
101) '

Subsidiary is defined to mean (i) & corporation mors than $0% of the outstanding voring stock of
which is owned, dirsctly or indirectly, by the Company or by one or more other Subsidisries, or by the
Company aad one or more other Subsidiaries and (i} the limited partnerships which may be created as
described uader “Limitation on Restricted Paymenu and [avestments” above. (Secton 01)
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CERTAIN RECENT DEVELOPMENTS

The follawing information supplements the materiai contained under the caption “SPECIAL FicTORS
—Background of the Company Offer on pages 3 through 7 of the Offer to Purchase. Certain capitalized
tarms used beiow have the meanings sut forth in the Offer to Purchaze. : ‘

On April 15, 1985, Mesa Pewoleum andounced that Mesa Bidders had accapted financing com.
mitments for an iggregats of $3.9 billion in connection With the Mesa Offer, comprised of commirmeats 1o
invest in $0.6 billion of Mesa Perroleum securities, $2.4 billiog of Mesa Sub securides and $0.9 hillion of
Mesa Pyaoleum commercial bank cradit. On April 16, 1985, Mesa Bidders Aled with the Commission an
smendment 10 their Tender Offer Statement on Schedule [4D1 artaching camain documents reiating to
‘the proposed fAnancing of the Mesa Cffer and the terms upon which the comn itments to invest in the
securities of Mesa Perroleum and Mesa Sub had been obeaiged.

On April 18, 1985, Mesa Partmenship wrote a letter to the Comtpany’s Board f Directors in which it
stated that, to eliminate what the Board claimed are the uncertaindes in the Mesa Second-Step
Traasacrion, Mesa Parwership is prepared to agree 10 have the 554 value of the sgeurities 1o be issued ia
the Mesa 3econd-Step Transaction determinad bY aa indepesdent investment bani er chosen jointy by the
Company and Mesa Petroleum. The latter stated that, under the circumstances, Mesa Partnership was
requesting the Board (o examing the Company Offer (which it referred to as & “poison pill acton™),
characterizing it a3 “not oniy uawarranted bus giso lagal” The letter amsarted that, since the
nnouncement of the Compagy Offer, the Company's sharsholders “have lost $400 milllon in markes
value.” The lettar aiso alleged that the Board had “chosen to provide that your investment bankers will
receive A greater fee if Unocsl remaias independant for one year than they will receive if Unoeal ia
scquired-=at aay price.”

On April 22, 1985, the plaintifly in the 2ction instiruted on April 12, 1985 ia the Deiaware Chancery
Court by Mesa Pewoleum, Mesa Asset and Mesa Bidders against the Company and its directors (the
“Delaware Action”) filed an ameaded compisint. The Delaware Action originally sought ¢ declaratory
Jjudgmeat that the February 25, 1988 umendmenss to the Compaay’s Bylaws concerning the procsdurss for
fominating directors and bringing items of business before 12 annual meeting of shareholders (the “Bylaw
Amendments”) violate Delaware law and are unenforceabis. The dmended complaing adds eight new
claims chailenging the Company Offer. The plaintfs allege that the Compasy Offer unlawfilly

iscrintinates against che plaintfy by providing that the Company will gos accept for exchange, or issue
Securities in exchange for, Mesa Shares, breaches the Aduciary duties of tie Company’s directars o

- sharsholders, provides sharsholders who tender their Shares 0 the Company with compensation in excass
of the fair vajus of the Shares, and is 40 improper attempt by the Company’s directors and mansgement to
entreach themsaives aad burden the Company with debt. The plaintidy seek injuactve relief and
damages. The Company and the other defendants deny all allegsations of wrongdoing tad maineain thay
the Company Offer is proper and lawful. .

On April 22, 1985, the Delaware Court of Chaacery rendered 1 decision on an appileation by the
plaintiffy in the Delawsre Action saeking interiocutory injunctive relie! with respect to the Bylaw
Amendmeny. The decision granted the plaiatiffs’ application for a temporary restraining order eajoining
the defendants from enforcing the Bylaw Amendments in accordance with the defendanes’ interpretation
o the efect that if the sharehoiders of the Company, at the Sharehoidars’ Maesting scheduled for April 29,
1985, were 10 zdopt the Adjournmen: Proposais proposed by Mesa Partnership and thareby adjourn the
Shareholden’ Mesting until June 28, 1985, Mesa Parnership would not be eatitled to bring aay other item
of business before the adjourned mesting becausq 0 written notice 0 submit any such jtem was submitred
within thirty days of the original April 29, 1985 date of the Shareboldary’ Meeting. According o the soure,
there is & reasoanbie basis both for this interpretation of the Bylaw Amendments and for the {nterpretation
of Mesa Parmarship whereby, if the Sharehoiders’ Meeting were adjourned. the Bylaw Amendmenrs
would permit Mesa Parmenship o subeit, for coasideration at the adjourned mestng, 1ay item of
business they wished 0 present. However, in the court’s view, because the Compaay's interpretation was
80¢ announced undl after the tirry-day notics period had run with respect to the originally-scheduled date
of the Sharehoiders’ Mesting, and would preciude the jubmission of an item of business in the event of an
tdjournment, such interpretation wouid be invilid.
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The cours stated thas the plaiarids had not met their burden of demonstrating inmediate irreparable
harm with respect to the overall validity of the Bylaw Amendments and that, if the shareholders were 10
adopt the Adjournment Proposals, it appeared o the court that the plaintfs would have an apportuniry to
give ths notice required by the Bylaw Amendments and present, at the adjourned meeting, any irem of
buaingas they might wish t0 submit, Accordingly, the court declined 10 address the merity of that portion of
the piaintify’ application that sought temporanly 10 restrain, genaraily, the thirty-day aodcs raquirement
of the Bylaw Amendments. Inssmuch 25 the court’s opinion related to an application for interlocusory
relisf, the isyues raised in the opinica may be subject to further consideration at trial.

Oa April 22, 1985, foilowing the Company’s public announcemment of its partial waiver of the Mesa
Purchase Condition, the plaintiffs in the Delaware Acton gave notice of their intention to present to the
Delaware Chancery Court, at the cariiest convenient time, a motion for & [+ nporary restraining order
enjoining the Company from making the Company Offar, soliciting tenders puiwuant thereto and buying
Shares thereunder. The plaindffs allege that, as a resuit of the partal waiver, the Company Offer is a

. “compietely different exchange ofer” {rom that aanounced by the Company o4 April 17, 1985 and thae,
inasmuch 13 the Company Offer is not being made for Mesa Shares while the director defendants plan to
tender their Shares pursuant to the Company Offer, the Compaay Offer 1 discrirainatory and illegal under
Delawars law. A hearing on the plaintiffy’ motion has been scheduled for 3:30 P M., Eastern Standard
time, on Friday April 26, 1585, The Company has reason w0 believe that Mesa Bidders may also challenge
the grovision of the Company Offer with respect to Mesa Shares uader federal. law in the litigadon pending
in the Uniwd States District Court for the Canral District of California, '

On April 23, 1985, subsequent to the Company’s announcement of its partial waiver of the Mesa
Purchase Condition, the Dow Jones news servics reported that, in 2 mesting of analysis, T. Boone Plckens,
President of Mesa Petroleum, had, among other things, recommended that sharwholders of the Company
accept the Company Offer and also voue 10 adjourn the Shareholders’ Meeting, aad that Mesa Partnership
kad not decided whether it wouid tender its Shares pursuant to the Compaay Offer if permirted to do s0 as
a result of its challenge of the provision of the Compaay Offer relating o Masa Shares. Shmholdm are
urged o sesk current information as 10 the starus of the Mesa Offer.

The Compaay’s right 0 amend the terms of the Compaay Offer includes, without limitation, its right
1o extend the Company Offer o all or a portion of the Mesa Shares if they are properly and timely
tendered pursuant therwwo. If, as a4 resuit of 2 court order in the Delaware Action or otherwise, the
Company were (0 %0 extead the Company Offer, the acceptance for exchange of Mesa Shares
could-=depeadiag upoxn the number of Mesa Shares and other Shares properly tandsred by the Proraton
Dats and thereafter~—~significantly reduce the aumber of other Shares sccapred for exchange by reason of
the proradon provisions of the Company Offer, Ses “PARTIAL WAIVER OoF MmIA Purcuasz Conni-
TION~==E et of Partial Waiver on Proration,” and the mareriai ia the Offer 1o Purchase referred to thesein.

APPOINTMENT OF FORWARDING AGENT FOR THE COMPANY OFFER

For the convenience of thoss sharehoiders who wish 0 tender Shares pursuans to the Company Offer
by hand delivery in Los Angeies, the Company has appoumd Manufacturers Hasover Trust Company of
California a8 Forwarding Agent for tendcmz sharehoiders in coanection with the Company Offer (the
“Forwarding Agent™).

A hand delivery of a Letter Transmictai, Notin of Guaraateed Delivery, cartificate for Shares or any
other requited documsent made o the Forwarding Agent at it address set forth on the back of this
Supplement, if otherwise timely and in proper form in accordancs with the procedures for tendaring Shares
st forth in Secdon  on pages 36 through 18 of the Offer to Purchase and in the Letter of Transmiteal, will
for all purposes of the Company Offer have the same efuct a3 & timely and proper tender of such document
to Coatinental Nlinois National Bank and Trust Company of Chicago, a5 Exchange Agent in connecsion

- with the Company Offer {the “Exchange Aget”),

Hand deiiveries of Lanters of Transmiral, Notices of Guaranteed Delivery, certificates for Shares 2ad
sther required documents may also continue to be mada, and deliveries of suc’s documenns by mail,
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facsimile transmission or telex ¢aa only be made, to the Exchange Agent at ane of its addresses set forth on
the back cover of this Supplement,

The Company will not pay any fees or commissions to the Forwarding Agent for soliciting tanders of
Shares pursuant to the Company Offer. The Forwarding Ageat, ia weil a3 the [nformation Agent and the
Exchange Agest, will assist shareholders in obtaining copies of the Company’s offering materials. The
Forwarding Agent will recsive reasonabie and customary compeasation for its services in connection with
the Company Offer, will be reimbursed for its rensonable out-of-pockst expenses and will be indemnified
against certain labilities and expenses i connection therewith, inciuding liabilities uader the federal
sacurities [awe. ' -

Shareholdars who have previousiy propariy tatdered their Shar i to the Company pursuant to the
procedures set forth in the Offer to Purchase and the Latter of Transm ‘ttal shouid take no further aetion

~{f they wish their Shares to remain so tendered.
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Facsimile copies of the Letter of Transmuual will be accepted. The Letter of Transmical and
cortificates for Shares should be sent or delivered by each shareholder or such sharsholder's brokes, dealer,
commaercial bank, trust compaay or other nominee to the Exchange Agent (or by hand to the Forwarding
Agent) as follows: ‘ :

 Exchange Agent

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO

By Mail or By Hand: By Facsimile: By Hand in New York:
Coatizenrsl [llinois National Bank (312) 823.1820 Condaental inois Natonal Bank
and Trust Company of Chicago Tolex: and Trust Company of Chicage

- Corporate Degomuy Operations 25-3412 : ¢/0 J. Heary Schroder
(30-16) For [nformation: Bank & Trust Company
30 North LaSaile Screer (312) 828-5110 - Corporate Agencigs Department
Chicago, llinois 60693 { Cail Colluce) One Stats Street, Subestlar |
_ 7 New York, New York
The Forwarding Agent!
MANUFACTURERS HANOVER TRUST.

COMPANY OF CALIFORNIA

By Hand in Los Angeles Oniy:

Mazufacrurers Hanover Trust -
Compaay of California, Forwarding Agent
445 South Figueroa
30t Floor
Los Angeles, California

Any questions or requests for assistance may be directed to the laformarion Agent or your broker,
dealer, commercial bank, trust company or other aominee.

Im‘omauonl Agent
DO Fl King & CO., Inc.
One Norh LaSalle St 60 Broad St. 400 Montgomery St. 9841 Airport Blvd. Ste, 20
Chicago, IL 60602 New York, NY 10004  San Francisco, CA 94104  Los Aageies, CA 90048
(313236—3331 (212) 2695520 (415) 788-1119 (213) 215-3860
(Call Collece) ( Call Colleet) (Call Collest) (Cadl Collecr)
or

Toll-Fres 1-800-223-3604 Except in New York call Tol-Fres 1-800-522.5001

Any questions or raquests for assistance may also be directed to the
Company at one of the following telephone numbers:

Toll-Fres: 1.800-252.2233
Collect in New York: 212.582.2829




