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Report of Independent Accountants

To the Participants and Administrator of the
Millennium Chemicals Savings and Investment Plan

In our opinion, the accompanying statements of net assets available for benefits and the related
statement of changes in net assets available for benefits present fairly, in all material respects, the
net assets available for benefits of the Millennium Chemicals Savings and Investment Plan (the
“Plan”) at December 31, 2001 and 2000, and the changes in net assets available for benefits for
the year ended December 31, 2001 in conformity with accounting principles generally accepted
in the United States of America. These financial statements are the responsibility of the Plan’s
management; our responsibility is to express an opinion on these financial statements based on
our audits. We conducted our audits of these statements in accordance with auditing standards
generally accepted in the United States of America, which require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedules of assets held for investment purposes
and reportable transactions are presented for the purpose of additional analysis and are not a
required part of the basic financial statements but are supplementary information required by the
Department of Labor's Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974. These supplemental schedules are the responsibility of
the Plan's management. The fund information in the statement of net assets available for benefits
with fund information and the statement of changes in net assets available for benefits with fund
information is presented for purposes of additional analysis rather than to present the net assets
available for benefits and changes in net assets available for benefits of each fund. The
supplemental schedules and fund information have been subjected to the auditing procedures
applied in the audits of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

fwﬂw’“”%”“/ A

May 31, 2002
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Millennium Savings and Investment Plan -
Notes to Financial Statements ~ U

1. Description of the Plan

The following description of the Millennium Savings and Investment Plan (the “Plan”)

provides only general information. Participants should refer to the Plan document for a -

more complete description of the Plan’s provisions.

General

The Plan is a defined contribution plan available to all US employees of Millennium
Chemicals Inc. (the "Company") who are regular, full-time, non-represented employees:
part-time employees that have worked 1,000 hours or regular, full-time represented
employees that are covered under a collective bargaining agreement that allows
~ eligibility into the Plan. A participant is eligible to participate effective immediately.

Prior to January 1, 2001, the Plan was available to all US employees of the Company
who had worked at least 3 months full-time or 1,000 hours, whichever was earlier, during
a 12-month period. ’

Contributions

Participants may contribute up to 17% of eligible compensation in 1% increments for
contribution into the Plan on a before tax basis. The Plan sponsor matches 75% of the
first 6% of basic contributions. There is no employer match on participant contributions
in excess of 6% of wages (supplemental contributions). Contributions are recorded when
withheld from participants by the Plan sponsor and are deposited twice each month. The
maximum pre-tax contribution allowed by the Internal Revenue Service was $10,500 for
2001 and 2000.

Vesting v
Participants are immediately vested in their contributions, company contributions and
earnings thereon. ‘

Trust

Bankers Trust Company of New York (the “Trustee”) is the custodian of all investments
and the custodian of the Millennium Savings and Investment Plan Trust (the “Trust”).
During 1999, Bankers Trust Company of New York merged with Deutsche Bank to form
Deutsche Bank Group. Bankers Trust Company of New York will continue to serve as
the Trustee of the Plan.

Distributions and Loans
Distributions of any participant's vested account balance may be made upon the
participant attaining certain age requirements, termination of employment, death,

€¢




Millennium Savings and Investment Plan adue

Notes to Financial Statements

permanent disability, termination of the Plan or a change in control as defined in the Plan
document. Participants are permitted to make hardship withdrawals if certain criteria are
met. Generally, only one withdrawal is allowed in any 12-month period.

Participants may borrow against their account balance. The minimum amount a
participant may borrow is $1,000. Total loans to a participant cannot exceed the lesser
of $50,000 or 50% of the participant’'s account balance. The amount of any loan will be
withdrawn in a ratio that is proportionate to the participant’s balance in each investment
fund. Loans shall bear interest at the prime lending rate (at the date of the loan) plus 1%
and are repayable within 5 years from the date of borrowing, with the exception of loans
in excess of $15,000 used to acquire a primary residence, which are repayable over a
period of up to 10 years. As loans are repaid, both the principal and interest are

deposited to the participant’s current investment fund elections. The vested portion of a

participant’s investment account is pledged as collateral for the loan. .

2. Plan Transfers and Mergers

On July 1, 2001, a group of participants (United Steelworkers of America — Local 12200
and PACE Local 2-0020) in the United Steelworkers of America (USWA) Savings
Program - Millennium:Inorganic Chemicals Inc. 401(k) Plan transferred into the Plan.
This represented a transfer of approximately $.4 million of Plan assets.

On March 9, 2001, a group of participants (the International Union of Painters & Allied
Trades — Local 1937 HPP and the United Steelworkers of America — Local 14019 HPP)
in the USWA Savings Program — Millennium Inorganic Chemicals Inc. 401(k) Plan
transferred into the Plan. This represented a transfer of approximately $2.9 million of
Plan assets. :

3. Summary of Significant Accounting Policies

Basis of Accounting
The financial statements of the Plan are prepared under the accrual method of

accounting.

Valuation of Investments

The Fixed Income Fund invests in guaranteed and synthetic investment contracts which
are recorded at their contract values (which represents cost plus accrued interest for
guaranteed investment contracts and fair value of the collateral plus the benefit
responsive wrap value for synthetics), as the contracts are fully benefit responsive. For
example, participants may ordinarily direct the withdrawais or transfer of all or a portion
of their investment at contract value. There are no reserves against contract values for
credit risk of the contract issuers or otherwise.

€Ly
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Notes to Financial Statements

Investments in the Bankers Trust Company BT Pyramid Directed Account Cash Fund
and BT Pyramid Discretionary Account Cash Fund are recorded on the basis of cost,
which approximates fair value.

Investments in Millennium Common Stock are stated at fair value. Fair value of these |

investments is determined by quoted market prices on active national securities
exchanges with the resulting changes in value being recorded as net appreciation or
depreciation in fair value of investments.

Fair value of investments in mutual funds is valued based on quoted market prices.

" Investments in the Self-Directed Window Fund are recorded at fair value. Fair value of
investments is determined by quoted market prices in an active market, if available. For
those securities with no quoted market prices, fair value is estimated by the Trustee.
Information included in the financial statements related to the Self-Directed Window Fund
represents the aggregation of individual participant accounts and, as a result, the
investment results presented are not representative of the results obtained by each
participant in that fund. Individuals participating in the Self-Directed Window Fund
should refer to their individual participant account statements for information regarding
their own investment performance. The Plan sponsor, the Benefits Administration
Committee and Plan custodian do not take responsibility for the investment decisions of
individual participants.

Investment Income

The Plan presents in the statement of changes in net assets available for benefits the net
appreciation or depreciation in the fair value of its investments which consists of the
realized gains or losses and the unrealized appreciation or depreciation on those
investments.

Dividend income is recorded on the ex-dividend date. Interest income is recorded as
earned on an accrual basis.

Benefit Payments
Benefit payments are recorded when paid.

Administrative Expenses
Administrative expenses of the Plan are paid for by the Trust and allocated to participant
accounts based on account balances.

Use of Estimates

The preparation of the Plan financial statements in conformity with accounting principles
generally accepted in the United States of America requires the Plan administrator to
make estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual results could differ from these estimates.
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Risks and Uncertainties

The Plan provides for various investment options in funds, which includes a combination
of stocks, bonds, fixed income securities, mutual funds and other investment securities.
Due to the level of risk associated with certain investment securities and the level of
uncertainty related to the changes in the value of investment securities, it is at least
reasonably possible that changes in risks in the near term would materially affect
participant's account balances and the amounts reported in the statement of net assets
available for benefits and the statement of changes in net assets available for benefits.

4. Investment Contracts with Insurance Companies

The Plan uses a Fixed Income Fund and invests in a number of guaranteed investment

contracts. The average yield for the investment contracts was 5.60% and 6.11% for the
years ended December 31, 2001 and 2000, respectively. The crediting interest rates
range from 4.62% to 6.95% at December 31, 2001, and 1.60% to 6.95% at December
31, 2000, and are determined based on the balance and the activity in the account.
Selected contracts have crediting interest raie resets on a quarterly or annual basis.
There are no limitations on guarantees under the terms of the contracts. No valuation
reserves have been established to adjust contract amounts do to the creditworthiness of
the contract issuers. The contracts included in the financial statements are stated at
contract value, (which represents contributions made under the contract plus earnings,
less withdrawals and administrative expenses) because the contracts are fully benefit
responsive. The contract value of the investment contracts approxmates fair value at
December 31, 2001 and 20Q0.

5. Plan Termination

Although the Plan sponsor has not expressed any intent to terminate the Plan, it has the
right to do so at any time, subject to the provisions of ERISA.

6. Tax Status

The Internal Revenue Service (IRS) has issued a determination letter dated January 2,
1996, indicating that the Plan qualifies under Section 401(a) of the Internal Revenue
Code (IRC) and, therefore, the Plan is not subject to tax under Section 501(a) of the IRC.
Although the plan has been amended and restated since receiving the determination
letter, the Plan administrator and the Plan’s tax counsel believe that the Plan is designed
and is currently being operated in compliance with the applicable requirements of the
IRC. Accordingly, no provision for federal income taxes has been made.

Y
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7. Investments in Excess of 5% of Assets

The following individual investments represented more than 5% of Plan assets at
December 31, 2001: :

Bankers Trust Company Pyramid Stable Value Gov't Fund tl .......................... $25,832,224
Millennium Chemicals Inc. Stock..................... STV 23,458,402
Bankers Trust Company Pyramid Mid Cap Fund................coocooii 10,781,258
Bankers Trust Company Lifecycle Long Range Fund.............c..oooviiic, 7,658,113
Bankers Trust Company Pyramid Equity 500 Index Fund ..................cccoooi, 6,876,965

The following individual investments represented more than 5% of Plan assets at
December 31, 2000:

Millennium Chemicals INC. STOCK.........uuiiiiiiiii e $31,453,090
Bankers Trust Company Pyramid Stable Value Govt Fund ll....................... 18,001,031
Bankers Trust Company Pyramid Mid Cap Fund.................oooo 14,646,851
Bankers Trust Company Lifecycle Long Range Fund ..o, 8,402,659
Bankers Trust Company Pyramid Equity 500 Index Fund ....................c.ooo L. 5,791,405
Bankers Trust Company International Equity Fund................c.oooooiiiii . 5,786,741

The employer matching portion of the Millennium Chemicals Stock Fund is non-participant
directed.

8. Subsequent Events

On or after February 11, 2002, participants who are age 50 or older; or who attain age 50
during the calendar year 2002, may sell the employer securities in his or her Employer
Matching Contribution Account and reinvest the proceeds in any of the core funds or the
self—directed'window, subject to applicable limitations in the plan.

On April 1, 2002, Fidelity Management Trust Company (“Fidelity”) became the
recordkeeper and trustee of the Plan. Participant account balances were automatically
transferred from Bankers Trust Company of New York, former trustee, and Metropolitan
Life insurance Company, former recordkeeper, to Fidelity, which provides similar
investment options.

10
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Millennium Savings and Investment Plan
Schedule H Item 4J - Schedule of Reportable Transactions - Cumulative Transactions by Issue
December 31, 2001

=

Disposed Acquired
Security Description Sales Proceeds Gain/ (Loss) Purchases Cost
* Millennium Chemicals Common 78 4,903,608 (2,004,111) 55 6,635,967

*Represents parties-in-interest transactions.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the trustees (or
other persons who administer the Plan) having duly caused this annual report to be signed by the
undersigned thereunto duly authorized.

MILLENNIUM SAVINGS & INVESTMENT PLAN

4
N
C. William Cafmean
Member, Benefits Administration Committee

Dated: June 26, 2002 By:




EXHIBIT INDEX

EXHIBIT

[ Consent of PricewaterhouseCoopers LLP, independent accountants,
Florham Park, New Jersey

PAGE

535




Consent of Independent Accountants

We hereby consent to the incorporation by reference in the Registration Statement on
Form S-8 (Nos. 333-13143 and 333-76674) of Millennium Chemicals Inc. of our report
dated May 31, 2002 relating to the financial statements of the Millennium Savings and
Investment Plan, which appears in this Form 11-K.

WWMW Y

PricewaterhouseCoopers LLP
Florham Park, NJ
June 20, 2002




