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solicitation of proxies in respect of the proposed transaction. Information regarding Lyondell s executive officers and directors is available in its
proxy statement filed with the SEC by Lyondell on March 16, 2004, and information regarding Millennium s directors and its executive officers
is available in Millennium s Annual Report on Form 10-K for the year ended December 31, 2003, which was filed with the SEC on March 12,
2004. Other information regarding the participants in the proxy solicitation and a description of their direct and indirect interests, by security
holdings or otherwise, will be contained in the joint proxy statement/prospectus and other relevant materials to be filed with the SEC.

Forward-Looking Statements:

These materials contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Such statements
include, but are not limited to, statements about the benefits of the proposed transaction between Lyondell Chemical Company ( Lyondell ) and
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Transcript of March 31, 2004 Presentation:

Facilitator: Welcome back after the break. I d like to introduce our next company and speaker. We are pleased to have Lyondell Chemical
Company presenting today, very pleased that they could be here after what has been a busy week for them. We ve got Dan Smith, president and
CEO who will do the speech, and ably assisting him today are Kevin DeNicola, SVP and CFO along with Doug Pike, who heads up investor
relations.

As some of you might have heard, Lyondell has announced that they will be purchasing their minority partner in the Equistar joint venture,
Millennium Chemicals, but during today s presentation they are really limited in what they can say about that transaction, pretty much limited to
the slides they have and what they have said publicly before. With that, I will turn the mic over to Dan.

Dan Smith: Thank you, Don. Today I would like to spend the time that we ve got, for those of you who don t know the company, to introduce the
company; briefly review the Millennium transaction; provide some insights into our strategy; briefly review the business lines and the current
industry dynamics and then finally explain our financial strategy.

But before I begin, I would like for you to review our forward-looking statements disclosure on this first slide. In addition, as shown on this slide
please note that Lyondell and Millennium will file a joint proxy statement/prospectus with the SEC in conjunction with the proposed transaction.
Investors and security holders are urged to read that document when it becomes available, because it will contain important information.
Investors and security holders may obtain a free copy of that document and other documents filed by Lyondell and Millennium with the SEC at
the SEC s web site at www.sec.gov. The joint proxy statement/prospectus and other documents filed by Lyondell may also be obtained free from
Lyondell by calling Lyondell s investor relations department at (713) 309-4590.

Now moving on to a brief summary of the transaction. We have negotiated a transaction framework and the Boards of Directors of both

Lyondell and Millennium have approved the combination of Lyondell and Millennium. The transaction will take the form of a stock-for-stock
business combination, in which Lyondell will be the continuing entity. We ve agreed to an exchange ratio which would be based on the Lyondell
stock price prior to the closing. The exchange ratio will vary between 0.95 to 1.05 shares-per-share depending on the stock price. Between the
Lyondell share price at $16.50 and $20.50, the exchange ratio will be calculated as a straight line average. Thus a Lyondell share price of $18.50
results in a one-for-one exchange ratio. The newly issued shares will pay a cash dividend equivalent to the existing Lyondell common stock.

Also, two members of the current Millennium Board will be added to the Lyondell Board, bringing our total Board membership to 13, which
would be myself and 12 outside directors. I will continue as president and CEO of the combined entity, and Bill Butler, our current
non-executive chairman, will continue as chairman of the Board. We believe this transaction will close in the third quarter of this year.

The transaction will greatly simplify the company s face to the public and daily operations, but I want to make sure that you understand that the
existing legal structure will continue to exist. I know this is very important to our stockholders, especially the bondholders. From a legal entity
standpoint, Millennium and Equistar will become 100 percent owned subsidiaries. The legal ownership of Equistar will remain unchanged, it
will be owned by multiple subsidiaries; however, those subsidiaries will be 100 percent owned by Lyondell. The debt structure at the individual
entities will not be changed. One change that will occur will be that the Millennium convertible notes will of course no longer be convertible
into Millennium shares. There are provisions in this facility that specify the details surrounding the conversion
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feature in the case of this type of transaction. Essentially they will be convertible into Lyondell shares, and as I mentioned, the full details of this
mechanism are in the documents.

So, while you will see a different and single face to the public, the bonds and bank facilities will remain separate. From a financial presentation
standpoint, Lyondell s financials will include Equistar and Millennium results on a consolidated basis. LYONDELL-CITGO Refining is
unchanged from this transaction and thus will continue to be accounted for on the equity method. Despite this consolidation, separate financial
statements for Equistar, Millennium and LCR will continue to be available in the SEC filings.

With that summary of the transaction, I think it is appropriate to explain the benefits I envision accruing from this combination. First, the
transaction consolidates ownership of Equistar and provides access to 100 percent of the cash flows generated by Equistar in the coming
economic cycle.

The second point and one not fully appreciated, I think is that it brings together a consolidated chemical company that will have revenue that
makes it the third-largest independent, publicly traded North American chemical company. Size alone is certainly not our goal, but I think that it
is probably not apparent to the investment community, since we have not reported these entities in a consolidated fashion previously.

Size does offer efficiency and this transaction will further our efforts to lower costs and service the markets as efficiently as possible. Along
these lines, the transaction creates a number of synergies and efficiencies, starting with the basic value of a combination of functions. But our
experience leads us to be confident that we will create more than the clearly visible benefits.

Our staff worked very well together when we formed Equistar, and a shared services structure was created. These efforts realized savings in the
range of $350 million per year, but since we have already accomplished that, we don t see the same magnitude in this combination, but we do
expect savings of greater than $50 million per year, and we believe that we will find more in the global operating efficiencies once this
combination is completed.

In the long run, the most important aspect of this combination is the contributions towards building a stronger portfolio for our combined
shareholders, and I believe whether you are currently a Lyondell or Millennium bondholder or shareholder your investment will be strengthened.
The Millennium business lines bring strong market and technical positions that diversify the portfolio, while at the same time being
complementary. For example, acetyls represents the addition of another ethylene product chain, while titanium dioxide is synergistic with I[C&D
marketing efforts in the coating industry. And it also has geographic synergies with IC&D in countries such as France and Brazil.

A final benefit that I will mention is that this combination and the subsequent consolidation of Equistar simplifies the companies, both for
investors but also for customers and employees.

This slide simply illustrates the effects of the consolidation that I mentioned, and I remind you again the 58.75 percent of LCR is not included in
the consolidation, since it is continuing on equity accounting basis.

With this backdrop of the transaction and the overall scope of the new company, it is appropriate to explain the company and its formation in
further detail. Those of you who have followed us for a long period of time have seen this slide, or a similar slide, many times. As you know, we
began as a small ethylene producer with a couple of ethylene plants. Over the course of the last 15 years, through a series

48



Edgar Filing: MILLENNIUM CHEMICALS INC - Form 425

49



Edgar Filing: MILLENNIUM CHEMICALS INC - Form 425

of transactions, we have grown and endeavored to build more balance in the portfolio. This transaction builds on these earlier steps and
learnings.

Additionally, the process of the combination has been greatly enhanced by the experiences of Millennium and Lyondell together in Equistar. The
combined company will have four areas of concentration, with each playing a key role in the overall portfolio. The IC&D and Millennium
businesses have a number of similarities in that they are both very international and the production technology is not spread widely across a
large number of producers.

Additionally, in each of these products the combined company will rank in the top two global producers in terms of production capacity. Also,
Millennium brings acetyls business to the portfolio, a business line which integrates with the ethylene position and the Gulf Coast production
assets. The role of LCR remains unchanged as an important cash generator source, and Equistar, of course, provides the very large leverage to
the commodity cycle.

This slide provides a view of the relative scale of the combination of Lyondell, which had operational responsibility for much of this through this
period of time, but you can see that bringing it all together would give you a much different picture. This slide further explains the changes in the
portfolio over time, starting back from the formation of Lyondell as a division of Atlantic Richfield Company. We first started as a spin-off from
Atlantic Richfield with two ethylene plants and the refinery with no cat or crude supply and no marketing presence.

The first steps were targeted to solve the lack of integration. We acquired some polyethylene capacity and formed a contractual relationship with
PDVSA and CITGO. The consolidation was a driver for the next step when we formed Equistar, and from there we knew we needed to diversify
our breadth and depth in the IC&D acquisition by bringing an international presence, more product lines and further integration. We have grown
this technology-based position with the completion of our new plant in Rotterdam, and now with the Millennium combination and the
acquisition of Oxy s position in Equistar, we have consolidated Equistar and further added to the breadth, depth and scale.

On this slide you can see the history from more of an operational and asset perspective, and I think you can appreciate that over the period we
have developed the skills necessary to operate a large international organization with many facilities. You will also see, as in the earlier slides,
the addition of Millennium operationally should not be a significant challenge to our organization.

Since we ve nearly doubled the number of shares outstanding, you might mistakenly conclude that we ve lessened the leverage to the chemical
cycle, but in fact this is not the case. In ethylene you can see that through the current date our exposure to the ethylene cycle has held constant as
we have grown the enterprise, and you further see that the Millennium transaction will maintain this leverage. Our overall leverage to the base
petrochemicals has increased significantly. By some measures it s doubled, and our leverage to derivatives has increased by sevenfold. The
completion of the Millennium combination maintains cyclical product leverage while adding additional product diversity to the portfolio. In
summary, you can see that over the past 10 years we ve broadened the portfolio significantly and held or even increased the cyclical leverage.

This slide we tried to help you by putting the current and future portfolio in perspective. On this we ve only depicted the major products, and I
would like to point out to you that across the board there is a strong business position that we enjoy around the world in terms of capacity. I d
also draw your attention to the leverage that a penny-per-pound change brings from each of these products. After closing, each shareholder will
have the full benefit of the ethylene cycle and the $116 million per year this generates from a one penny change in ethylene margins.
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Part of the logic in bringing the assets together was to optimize the operations and bring out the savings along the way. I think if you use 1998 to
1999 as a base year across the board, you can see that we ve made some fairly dramatic improvements. We did, in the capital spending, show you
the environmental spending, the regulatory spending in 2004, because it is significant. By comparison, the 99 combined regulatory spending was
less than $10 million, so you can see with that change in there it is probably an even more dramatic change.

Finally, I draw your attention to the lower right-hand corner, I do think that we probably have the best working capital metrics in the industry.

This next slide is really only to remind you that while we spend a lot of time in these industries talking about supply, the real determinant of
where margins go is more often demand, and there is no real simple way to determine that demand. If you simply look at where all these things
are used, they go in such a wide variety of uses, it is very difficult to track the demand, but that is also the beauty of the products. They continue
to grow across the board.

Now, before I speak about individual operating companies, I thought it would be worth a few minutes to talk about the economy and the energy
environment. I think this graph pretty clearly shows what we have been seeing in industrial production here. Most recently, coming out of a real
doldrums and starting to grow really only in September of last year, which really matches what we have seen volumetrically happening in the
base commodities.

You can see the projections going forward look pretty solid. This is from Global Insight Incorporated. But I think the other thing that is
important here is that if you go back to the early 90s, coming out of that recession, you see a somewhat similar trend, and I will remind you that
we enjoyed the very nice cyclical upturn in the 94 and 95 period, but indeed the period from 94 through the end of the decade was very
profitable for this industry.

Now, move onto a brief portfolio review. I d like to start that discussion with IC&D. We usually talk about IC&D from the standpoint of the
relative stability, but given the downturn we ve seen there is also significant upside volumetrically and margin-wise in that business. Certainly is
still overshadowed by the base commodities like the styrene and ethylene but nonetheless has quite a bit of an upside. We ve got leverage of
close to 5 billion pounds of chemical products here, so obviously movement of only a few cents-per-pound has a significant impact, especially
some pieces of this also can move 10 to 20 cents cyclically.

Our position in propylene oxide is quite strong and, inclusive of our partners, our production capacity represents about one-third of the global
capacity. You can see the other important factor on the first pie chart is that three producers make up approximately three-quarters of the global
PO capacity. This structure formed as a result of technology. There are very few companies that have access to the most modern and efficient
technology. Propylene oxide was starting with styrene monomer as the co-product. We call this PO/SM technology, and you may have noticed
our recent press release announcing the christening of our brand new, world-scale plant in Rotterdam.

We bring the product to market through a combination of merchant sales and a number of derivatives, including propylene glycol, butanediol
and others. As you can see from the table, our capacity position in each of these derivatives is also quite strong.

Supply-demand in this industry is on a path to improve and industry structure has been fairly stable. You might notice that the supply bars on the
chart tend to flatten out after the recent start of our PO/SM unit in
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Rotterdam. A profile of this nature has not been the case since the early 90s, and I would point out to you that the early-to-mid-90s were very
profitable years.

As a result of the technology and ownership and subsequent structural differences between PO and most of the other petrochemicals, in which
there may be 10 to 15 producers, is the key factor to look at. PO margins have not followed the typical supply-demand relationships of other
petrochemicals, and operating rates between 80 and 90 percent are quite typical and still have returned replacement cost economics.

Within petrochemicals, as in many other industries, Asia represents one of the key growth areas. In IC&D we have a very significant and long
history within the region. We currently operate through two approaches to that market. First, a joint venture with Sumitomo in Japan that
produces propylene oxide and styrene. Secondly, by direct sales. We have key positions in both propylene oxide and styrene. As you can see, the
combined sales to our JV and directly represent about $1 billion annually. Geographic coverage is also quite good, with local presence in all
major countries. Millennium also has a strong presence in Asia, which will serve to strengthen our presence in the region after the transaction
closes.

Now this next slide I need to point out in your books, a lack of English majors preparing our materials. In the books we have the wrong kind of
principal on the title. It was corrected on the slide, but I would also assure you that we think all the people on this page are principled as well as
being principals in the business.

The propylene oxide chain is the cornerstone to IC&D, but I think it is also important to understand the key relationships between styrene and
MTBE with propylene oxide. To do this, briefly review the technology involved in the production of PO. There are basically three technologies
used to produce the majority of the PO. We utilize two technologies that were developed by one of our predecessor companies.

Our technologies are similar in that they use the same fundamental chemistry, and each produces a co-product along with a PO. When these
technologies were introduced, the efficiencies related to them made them the technology of choice. As a result, when we produce PO we also
produced styrene or MTBE, dependent on the individual facility. I decided not to include a specific slide to talk about styrene today, but rather I
would mention that it is a classical petrochemical that follows the typical petrochemical commodity cycle curve and supply-demand curve. This
product is used across a broad spectrum of the economy and the global supply-demand curve is tightening and operating rates have been
hovering in the 90 percent range. Historically in that business, a 92 percent operating rate has led to very strong margin performance.

The second co-product technology that we practice ultimately results in the production of MTBE, a fuel additive, if you have not heard of it. If
anybody in this room has not heard of it, I would like to sell you some of it. Since MTBE has been so prevalent in the media and political debate
over the past year, I thought that we ought to cover it in some depth here. As a result of this debate, some states have regulated MTBE out of the
gasoline pool, most notable of these are California, New York and Connecticut. If I stopped right there and told you those three states, by doing
that, have removed 5 percent of the gasoline supply in this country and more than 5 percent of the octane supply in this country, you might
wonder why you don t see that on the evening news about gasoline pricing.

As a result of these actions, over the course of 2003, the U.S. market for MTBE has shrunk from 300,000 barrels-a-day to approximately
170,000 barrels-a-day. This resulted in a significant negative impact to our 2003 earnings, but as you can see from this slide, the market has
adjusted to the change and predictably the less efficient sources of supply have been shut down.
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I dlike to tell you that the market has reached an equilibrium, but it would probably be more accurate to say that it established a delicate balance,
and we believe that we have seen the majority of the financial impact of the transition. So far the margins in this marketplace support that belief.

Those of you who follow us know that 2003 was a difficult year for our IC&D business, but there were a number of things that enabled it to be
better looking in the forward months. First among these is the completion and start-up of the PO-11 plant in Rotterdam. We stopped spending
money on it and importantly, we stopped spending money to buy product for resale to seed the market as we were building the plant.

The third bar, the green bar, estimates the cyclical improvements of PO, styrene, and TDI product lines should enjoy as they move back to
pre-recession levels such as those that were present in the 1999-2000 period. The fourth bar represents best guesses for the upside/downside on
MTBE and we think, as I told you before, that we ve seen the bulk of the downside already.

The final bar reflects the performance of the current assets as they might have performed had they been in place this way at the 1995 industry
peak, showing you that the potential for improvement is significant in these businesses.

If we turn briefly to LYONDELL-CITGO Refining, first I will remind you that our view of this business is that it is a steady, strong cash
generator. We summarized on the slides some key points. The key is this is a partnership with a refinery in Houston, has a supply contract that
stabilizes its cash flow and the products from the JV are all sold to CITGO. As you can see from the cash distributions, it has been very
profitable and has provided significant cash to Lyondell. 2003 represented a record year for performance and distribution.

The key to profitable operations at the refinery are the steady receipt of crude under our contract with PDVSA, coupled with strong facility
operations and with both of these parameters in place the refinery operates as a significant cash generator. You can see the quarter-by-quarter
cash distributions on the bottom of the slide there.

Further contributing to the facility s efficiency, the contract and partner arrangements have allowed us to simplify operations, with a dedicated
supply source and customer, lower overhead and much more stable operations, and the avoidance of future capital. We have reorganized our
staff to take advantage of fuel related opportunities across the three companies, thus lowering the cost and capital cost for the enterprise.
Operations are at their all-time record best as are the financial results.

Moving on to Equistar, the industry has consolidated some over the past decade, and importantly the industry has not yet experienced a full
cycle under this structure. The supply-demand balance has been in a prolonged trough, particularly in North America, and it is very important
here that you note the top line showing the rest of the world. In my long history in ethylene, this is the first time I can remember that North
America was so depressed compared to the rest of the world. Usually coming out of recessions it is the other way around.

This was really brought on by the addition of capacity, the BASF-Fina plant, the Formosa plant, the Nova plant, all in that early 2000-2001 kind
of era, and then the 2001 recession and inventory reductions, as well as reduced export opportunities because of the domestic gas price rise that

we ve seen over the recent years. We ve now reached a point at which growing economies, both here and Asia at a period of minimal capacity
addition will enable the industry to grow out of this position.
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This slide takes the most recent CMAI materials from the March CMAI report and, importantly, goes quarter-by-quarter because I think you are
more focused on the here-and-now then you are four years from now, but if you go back to conventional wisdom in this industry, we believe as
do most people that operating rates in the 90 to 95 percent range indicate some level of industry pricing power, while rates above 95 percent
usually point towards cyclical highs.

I am sure you will note that the industry has not been operating in this range in the recent quarters, indeed for the past several years, and [ would
also point out that the grey areas of the bars represent CMAI s estimate of downtime. You should notice that this forecast is somewhat smaller
than the recent history, and I think part of this in their minds is related to the fact that the industry has had a heavy turnaround schedule and
therefore the plant should be in better shape, but the unplanned downtime forecast is one billion pounds less than the actual performance was
during 2002 and 2003. We will certainly have to watch this, because the other side of the equation is as you run closer to capacity, we do seem
to be susceptible to unplanned disruptions as well.

The other fundamental factor critical to this chart is the demand growth of about 2.8 billion pounds, or about 5.4 percent well above the nearly
flat demand that the industry has experienced over the past two or three years.

If we move on here to the Asian view, since everybody always wants to talk about Asia, at the same time they want to talk about all the capacity
in the world coming on, I think it is important to focus a little bit on Asia and I will draw your attention to China, way over here on the lower
left-hand corner. This is on the use of plastics materials per capita compared to other parts of the world. So you get the age-old equation here of
lots of Chinese and lots of room for growth, very much on the embryonic end. I think that is the dynamic really driving growth in that part of the
world. As you get to GDP per capita growing, where people have disposable income, one of the first places they dispose of it is in products
using materials like we produce.

More importantly, the right-hand corner of this, which comes through data that came from Chemsystems, I believe, goes back to the premise of,
are we building all of this capacity for polyethylene and polyethylene derivatives in China only to export back to North America? What it shows
is some 67 percent of the growth in polyethylene demand since the mid-90s has been for local consumption, supporting the premise that the
majority of what is going on there is a growing middle class with growing use.

Go to the next step and we go back again to CMALI for their demand forecast-versus-supply forecast. These I think came from a previous report,
Doug, if I am correct, not the March report. But what they showed was a tightening supply/demand and in their case getting to about 96 percent
globally by 2007.

If you remember, they had a fairly aggressive schedule for bringing on all of the announced capacity in the Middle East. Our experience has

been that that capacity has slipped, continues to slip and quite frankly, I for one don t believe it is going to come on on the timeframe called for in
this forecast. So we did two different things. We said, let s look at, suppose there were a delay and we simply imposed an 18 month delay, you
can see that would get you to a 99 percent supply-demand balance. But more importantly, the global demand increase that was forecast in here
was relatively low compared to recent decades, so if you simply added 2 percent to the growth you see you spring the capacity even faster and
more significantly.

Now switching back specifically to Equistar, I would remind you that our position is differentiated by its flexibility and ability to process
crude-based raw materials as opposed to gas-based. Relatively unique in the U.S. industry, which is much more dependent on NGLs. The liquid
cracker advantage over a long
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period of time here has averaged about 4 cents-a-pound, but it has been up to as much as 7 cents-per-pound, or the equivalent of $400 million
per year on our liquid capacity, which again, is about two-thirds liquids.

Our organization has been designed to be flexible and opportunistic, and I would tell you that we try to take full advantage of wherever these
advantages are. But I would also point out that in trough conditions the advantages tend to disappear rather quickly, but they increase four to five
cents-per-pound during a recovery. Simply because when you crack liquids, you re making about three pounds of other chemicals for every
pound of ethylene you make, and in a rising market they all tend to rise at the same time.

Now I d like to try to pull some of these points together and summarize our view of the future, before we discuss how our business lines have
behaved financially under different cyclical conditions. I won t read the individual points and summary but believe that we are in an improving
economy, that we are likely to see some relief in energy prices down the road. But even if this doesn t materialize recent history supports that the
industry will pass the increases on through price initiatives depending on the supply-demand balance.

Specific to the current Lyondell enterprise, we also have significant product leverage, and the all-important supply-demand situation is
improving. We also practice technology such as PO/SM and liquid cracking, that provide us with differential leverage during a recovery.

Now, this one gets a little more complicated. This is another slide that we used in the presentation on Monday. It s a modification of one we ve
used often. What we have done here is go back to history and showed you where the EBITDA numbers were for Lyondell in 2003 on a
proportional basis, where the Millennium numbers were in 2003.

And then on the right-hand side we simply take Lyondell plus all of Equistar and I apologize we do not have the Millennium numbers in here
because we don t have the precision on those, but simply it would be 100 percent Equistar added to that with the 99-2000 margins. And so this is
a volume metric times the margin exercise. It s not a pro forma. It s not a prediction. But it is a pretty good representation for what these things
would look like in that margin environment.

So you see a very large rise there, but then if you simply superimpose the margins that we saw in 1995 on an industry basis, not specific to the
company, then you see the very large numbers that drive people to think about the peak situations.

So, in summary, it is not unreasonable to expect that the EBITDA numbers could approach something in the range of $2 billion to $3 billion in
peak cyclical conditions.

Given the changes that we have made to the portfolio, our strength in operations, and the important product leverage we thought it might be
worthwhile to go back and look at how the stock has performed through the last cycle.

As you can see, we outperformed the market by five to 15 percent annually in both the 90 s and 2000 troughs. We attribute a large part of this
outperformance to a dividend policy and the value it offers to the investor if the economy is very weak.
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As you would expect the stock outperformed the market by 10 percent per year in a recovery. In fact, during the recovery last time the stock
ultimately moved up into the $33 range during both 1995 and 96. Those of you who have followed the stock for a long time will also remember
that during the 1994 through 97 period, the stock suffered from a slight degree of overhang as Atlantic Richfield put an
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exchangeable note in place that bridged across this period, which was only equivalent to the total outstanding stocks.

Now, obviously, I can t predict the stock s performance in the future, but as we have presented in the earlier slides, we have strengthened
operations, lowered costs, and increased our product leverage through the cycle.

Now, we have a very simple, straightforward, and focused financial policy. Very simply, while this industry is in a weak condition we think it is
very important to maintain plenty of liquidity to make sure we can get through anything the market will throw at us, and more importantly, that
Standard & Poor s and Moody s also think that. Beyond that, as things improve, the first, second, third, fourth, through about tenth use of cash is
to repay debt.

SoI 1l talk about the liquidity first. Note that we continue to hold significant liquidity, and during 2003 we actually increased liquidity by 107
million at Lyondell and 168 million at Equistar. In total we have about 1.3 billion of available liquidity at year-end. We d remind you also that
the Equistar facilities do not include any conventional financial covenants, and we have just renegotiated the Lyondell facility covenant.

At the same time we ve removed nearly all near-term maturities at both Lyondell and Equistar through 2007. But, on the other hand, you can see
on the right-hand side we have accessible debt that we will pay down with cash generation as the business cycle improves.

And then, finally here, again I would remind you this slide does not reflect our proposed combination with Millennium. It goes on what the
company looked like before that. But you can see the effects here of debt repayment, and you can see why it s very easy to align the organization
around the concept that the best use of cash is debt repayment.

And so let me just recap briefly, we think we ve built a sound, balanced portfolio, we ve positioned the company to be a major chemical player,
we believe the worst conditions are behind the industry but have managed for continued uncertainty in case that is not exactly the case without
interruption. And finally, through the combination with Millennium and through full ownership of Equistar we think we are consistent in what
we re doing with the strategy, and one that builds on the strengths that we ve developed over the past decade.

So with that, let me get to your questions. I see I still have eight minutes and nine seconds before the red button comes on here. Yes, sir.

Unidentified Audience Member #1: [Inaudible off mic] and the number of shares that will be outstanding after the merger are going to be
considerably more, why are you going to use the scarce cash assets to continue to pay a dividend that you re not earning?

Dan Smith: We think it s very important to maintain the dividend policy. We think it s part of the value equation that is important now. We think
it tends to provide a floor under the stock in weak times. But more importantly, if you haven t been around that long, I was part of the
management team when we cut the dividend in 1993. It at one time was $1.80 a share which was unsustainable. It was not fun to cut the

dividend. Indeed, I watched and, in my estimation, it took between five and seven years before shareholders really believed that we were serious
about a dividend after that. So that s one factor.
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The second factor is if I look long-term and I can see beyond this trough and beyond the de-levering we have an asset base that is probably
two-thirds cash generator rather than reinvestments. The other third
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we will maintain our market share as the world grows because we have the technology position to do that. But even there we probably won t
reinvest on average at more than depreciation, and so that points to a long-term excess cash flow which, I personally believe, the best way to
return that cash to its owners, the most efficient way, is primarily through dividends.

So very difficult through the tough times but important for the confidence of shareholders, and then over time as we get the balance sheet
de-levered then we will have the arguments about how much the dividend should go up to reflect the proper posture for the company. A longer
answer than I m sure you were looking for, but that s the basis of the philosophy. I would also remind you it s provided us access to the capital
markets, including the equity market through tough times.

Unidentified Audience Member #1: [Inaudible off mic]

Dan Smith: Anybody else? Over here?

Unidentified Audience Member #2: Dan, could you comment on current conditions in the ethylene and polyethylene markets, particularly in the
interplay, as you see it, between feedstocks and pricing?

Dan Smith: Be happy to. I alluded to this really in one of the slides, that the consumer products, the non-durable piece of demand, I think has
gone very smoothly through all of this. And you see that in the supermarket purchases, that s there s more and more plastic content to everything
we do, even the inks that you see on packaging have some ethylene derivative in them. So, that part has been growing strongly.

But the durable end was weak, and the first signs of life we really saw connected with industrial production in this country. And so starting in
September of last year, as industrial production started to edge-up, was the first time we really saw noticeable volumetric increase in those
downstream businesses. That has then continued September to October, to November, through the fourth quarter, where the fourth quarter
usually dips volumetrically, seasonally, it did not do so. The first quarter is also usually a weaker seasonal quarter, has not been.

I ve been asked about 500 times about the infamous February dip in the market, I ask, Which day? Because there were some weaker points, but I
think you re going to see weaker points every month along the way, and stronger points. We did not see a sustained downturn in these markets in
February. We saw one week that our salespeople came back and said, We re concerned that the market may be falling away.

In retrospect I think what we really had was big price increases out there, and customers operating with very little inventory, trying to jawbone
those prices down, so they were withholding their deliveries for some period of time but they really couldn t afford to given the lack of inventory.

So we continue to see a strengthening situation, and important, because the raw material prices have been chaotic through this period of time. So
the margins have not been even, but essentially if you look at the liquid crackers this has been a phenomenon in crude oil of gasoline pull rather
than a push. And so if you remember for every pound of ethylene you make in a liquid cracker you make about a pound of gasoline. And then
some of the other co-products like benzene are more closely associated to the gasoline and crude oil markets than they are anything else.
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And add to that that propylene has gone up about a dime a pound in the last three months, you can see that what s happened is the supply-demand
is pulling the margins up on all of these things, so we ve been able to keep pace with these wild raw material prices. It s been a little more
challenging downstream
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because a dime a pound on propylene in a quarter is very difficult to pass through all the way through the propylene oxide and derivative chain.
And we re not whole there but we expect to be whole by sometime early in second quarter.

So, once again, I think the critical thing is supply and demand, and probably won t do it in lockstep. It will adjust for prices moving up on the raw
materials if the supply-demand is tightened up. That was the part of the equation that we were missing over the last three, three-and-a-half years.

Did I address what you were looking for? Okay.

Facilitator: Anybody else? All right. Seeing none, thank you very much for your attention, and look forward to seeing you again in the future.
Thank you very much.
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