http://www.oblible.com

: ‘ ‘ September 20, 1999
LUXEMBOURG ‘
LISTING PARTICULARS

$4,000,000,000
Conoco Inc.

$1,350,000,000 5.90% Notes due 2004
$750,000,000 6.35% Notes due 2009
$1,900,000,000 6.95% Notes due 2029

Incorporation by Reference

The audited consolidated financial statements of Conoco as of December 31, 1998 and 1997, and
for each of the three years in the period ended December 31, 1998, included in the annual report of
Conoco on Form 10-K for the year ended December 31, 1998, as amended on March 12, 1999
(the “Form 10-K”), are incorporated by reference in the prospectus. Copies of these financial statements
are available free of charge from Kredietbank S.A. Luxembourg. Conoco does not publish nonconsolidated
financial statements. ‘

Capitalization
Conoco used the proceeds from this offering and a portion of the proceeds from its commercial paper

program to repay its debt owed to DuPont. There were no other changes to Conoco’s capitalization as set
forth under the caption “Capxtahzatlon in the prospectus supplement as a result of the split-off.

Other

Application has been made to list the Notes on the Luxembourg Stock Exchange in accordance with
the rules and regulations of the Luxembourg Stock Exchange.

The Notes have been accepted for clearance through Euroclear and Cedclbank The common code
a551gned to each series of the Notes is as follows:
2004 Notes 2009 Notes 2029 Notes

CommonCode ............ i, 009687858 009687912 009687939

The third sentence in the last paragraph under the caption “Description of the Notes — Certificated
Notes” on page S-23 of the prospectus supplement is hereby replaced and superseded in its entirety by the
following sentence:

“If we determine not to have the Notes represented by a global note and accepted for clearance
through a clearing system such as DTC, we will apply to have the Notes delisted from the
Luxembourg Stock Exchange.”

Conoco will pay 100 percentiof the principal amount of the Notes of each series: at the maturity
thereof. If a Note is presented for payment on a day that is not a business day, such payment will be
made on the next succeeding business day. For these purposes, a “business day” is any day that is not a
Saturday, a Sunday or a day on which banking institutions in any of The City of New York, New York;
Columbus, Ohio; Houston, Texas or a place of payment on the Notes is authorized or obligated by law,
regulation or executive order to remain closed.

The prospectus supplement and the accompanying prospectus, including the information incorporated
by reference, contains all information with respect to the Notes that is material in connection with the
offering of the Notes made hereby. To the knowledge of Conoco, the prospectus supplement and the
accompanying prospectus, including the information incorporated by reference, taken as a whole, do not
include an untrue statement of material fact with respect to Conoco or the Notes and do not omit to state
a material fact with respect to Conoco or the Notes necessary in order to make the statements made

- herein, in the light of the circumstances under which they are made, not misleading in any material
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respect. Except as described in the Luxembourg Listing Particulars, the prospectus supplement, the
accompanying prospectus or the documents incorporated by reference, there has been no material adverse
change in the financial condition of Conoco since December 31, 1998.

The prospectus supplement is valid only if read in conjunction with the prospectus dated March 24,
1999 attached thereto. In particular, the provisions set forth under the caption “Description of the Notes™
in the prospectus supplement should be read together with the provisions set forth under the caption
“Description of Debt Securities” in the prospectus. Such provisions, taken together, contain all information
that is material with respect to the terms of the Notes for making an investment decision. The
Luxembourg Listing Particulars, the prospectus supplement and the accompanying prospectus are attached
together, must be read in conjunction with each other and together form one document.

Conoco is responsible for the information contained in the Luxembourg Listing Particulars. The
Luxembourg Stock Exchange takes no responsibility for the contents of this document, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any
loss howscever arising from or in reliance upon the whole or any part of the contents of the Luxembourg
Listing Particulars.
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Pro Forma Financial Information

The following unaudited pro forma financial statements of Conoco as of and for the year ended
December 31, 1998, were prepared by Conoco to illustrate the estimated effects of the initial public
offering, the separation and related transactions from DuPont as described in the notes to these pro forma
financial statements as if they had occurred as of the beginning of the period presented. Management
believes that the assumptions used provide a reasonable basis for presenting the significant effects directly
attributable to the initial public offering, the separation and related transactions. The pro forma financial
statements do not purport to represent what the results of operations or financial position of Conoco would
actually have been if the initial public offering, the separation and related transactions had in fact occurred
on. such date or to project the results of operations or financial position of Conoco for any future period or
date. These statements should be read in connection with, and are qualified by reference to, the
consolldated financial statements included i in the Form 10-K.

PRO FORMA STATEMENT OF INCOME
Year Ended December 31, 1998
(Unaudited)

(in millions, except per share data)

Initial
‘ : Public Pro Forma
. Pro Forma Offering . as
Historic Adjustments Pro forma Adjustments Adjusted
Revenues. e $23,168 § (43)(a) $23,116 $ (6)(d) $23,110
| o ®O©
Cost of Goods Sold and Other Operanng ‘ ‘ :
Expenses ............................ 13,840 — 13,840 L — 13,840
Selling, General and Admmlstratlve o o
EXpenses .. .......oooouaion... L 736 — 736 0 = 736
Stock Option Provision ............... ‘ 236 — 236 o= 236
Exploration Expenses ................ 380 — © 380 — 380
Depreciation, Depletion and S O ‘
"Amortization. . ......... ... ... 1,113 S — 01,113 —_ 1,113
Taxes Other Than on Income ..... S 5,970 — - 5970 Co— 5,970
Interest and Debt Expense ............ 199 263 (a) 462 (237) (e) 225
Income Before Income Taxes ......... 694 (315) 379 231 - 610
Provision for Income Taxes ........... 244 (91) (c) 153 65 (e) 218
Net Income .......... e $ 450 $  (224) § 226 $ 166 $ 392
Pro Forma Earnings Per Share (Note 4) ‘ ‘
Basic ........ ... L. .8 .95 $ .62
Diluted .......................... $: .95 $ 62
Pro Forma Weighted Average Shares
Outstanding (Note 4):
Class A ... .o L. 37 154 191
Class B ... i 437 — 437
Total Basic . ................ 474 154 628
Stock Options. . ................... 1 8 9
Total Diluted ............... 475 162 637

See Notes to Pro Forma Financial Statements
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PRO FORMA BALANCE SHEET

December 31, 1998
(Unaudited)
(in millions)

ASSETS

Cash and Cash Equivalents..................... PR
Accounts and Notes Receivable .........................
Inventories . .................. e

Prepaid Expenses

Total Current Assets

Net Property, Plant and Equipment......................

Investment in Affiliates

Other ASSELS & o o v v e e e e e e e e
Total ASSEtS. .o v oo e e .

LIABILITIES AND STOCKHOLDERS’ EQUITY

Accounts Payable .. ......... .. . .. i

Short-Term Borrowings — Related Parties . ...............

Other Short-Term Borrowings and Capital Lease Obligations
Income Taxes
Other Accrued Liabilities

Total Current Liabilities
Long-Term Borrowings — Related Parties

Other Long-Term Borrowings and Capital Lease Obligations

Deferred Income Taxes . .....vi v it e e
- Other Liabilities and Deferred Credits. ... ................

Total Liabilities. . ... e e e,
Minority Interests . .. ... ...

Stockholders’ Equity

Total Liabilities and Stockholders’ Equity...........

Pro Forma

Pro Forma " as
Historic  Adjustments Adjusted
$ 394 $ — $ 394
1,191 — 1,191
807 — . 807

378 — 378
2,770 — 2,770
11,413 — 11,413
1,363 — 1,363

529 28 (f) 557
$16,075 $ 28 $16,103
$ 1,312 $§ — $ 1,312

— 677 (f) —

(677) (g)

52 677 (g) 729

199 —_ 199
1,162 — 1,162
2,725 677 3,402
4,596 (3,970)(f) —

(626) ()

93 3,998 (f) 4,091
1,714 — 1,714
2,200 (1) (f) 2,149
11,328 28 11,356

309 — 309
4,438 — 4,438

$16,075

$ 28 $16,103

See Notes to Pro Forma Financial Statements
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'CONOCO

NOTES TO PRO FORMA FINANCIAL STATEMENTS
(Unaudited)
(Dollars in millions, except per share):

1. Basis of Presentation '

The unaudited pro forma statement of income for the year ended December 31, 1998 and the
unaudited pro forma balance sheet as of December 31, 1998 have been prepared from the consolidated
financial statements as of and for the year ended December 31, 1998, as included in the Form 10-K. The
unaudited pro forma financial statements are based on numerous assumptions and include the adjustments
explained in note 3 below. The unaudited pro forma financial statements have been prepared as if the
initial public offering, separation and related. transactions described in the following paragraphs had
occurred as of the beginning of the period presented The initial public offering, separation and related
transactions described below are reflected.in Conoco’s consolidated balance sheet at December 31, 1998,
as included in the Form 10-K. The pro forma financial statements do not purport to represent what the
results of operations of Conoco would actually have been if the initial public offering, separation and
related transactions had in fact occurred on such date or to project the results of operations of Conoco for
any future date or period. The unaudited pro forma financial statements should be readl in connection with,
and are qualified by reference to, the consolidated financial statements included in the Form 10-K.

The pro forma adjustments are based upon currently available information and contain certain
estlmates and assumptions. Should DuPont’s ownershlp interest fall below 50 percent, pro forma Selling,
General and Administrative expenses and guarantee and letter of credit fees would _potentially increase by
appronmately $15 to $20 on a full year ba51s In addition, certain changes were made in services:
hlstoncally provided to DuPont by Conoco. These changes included ceasing to provide insurance coverage
to DuPont which historically has been prov1ded through a company-owned captive 1nsurance company and
entering into new contractual commitments related to fees charged by Conoco for services provided to
DuPont such as research and development and securing supplies of natural gas for various DuPont
facilities. The effect of these changes are not expected to be material to Conoco’s results of operatlons and
are not reflected in the pro forma statement of income. ‘

Management believes the estimates and assumptions provide a reasonable basis for presenting the
significant effects of the initial pubhc offering and transactions as contemplated in the separation, and that
the pro . forma adjustments give appropriate effect to these estimates and assumptions and are properly
applied in the pro forma financial statements

2. Imtlal Public Oﬂenng and Separatlon |

The initial public offering of the Class A Common Stock of Conoco commenced on October 21
1998, and the Class A Common Stock began tradmg on the New York Stock Exchange on October 22,
1998. The initial public offering consisted of 191,456,427 shares of Class A Common Stock issued at a
price of $23 per share, for net proceeds of $4,228, after deducting the underwriting discounts and
commissions payable by Conoco. Through DuPont’s ownership of 100 percent of Conoco Class B Common
Stock (436,543,573 shares), DuPont owns approximately 70 percent of Conoco’s Common Stock
representing approximately 92 percent of the combined voting power of all classes of voting stock of
Conoco at December 31, 1998. o

‘In July 1998, a dividend of $7,500 was declared and paid in the form of a promissory note by Conoco
to DuPont. In September 1998, Conoco declared a dividend of $700 representing a reduction of notes
receivable from DuPont. In connection with the initial public offering, DuPont transferred to Conoco the
ownership of certain subsidiaries, which consisted of oil and gas businesses and operations including the
associated assets and liabilities. The transactions related to the separation primarily included the following:
(a) structuring Conoco on a stand-alone basis by transferring between DuPont and Conoco, certain
subsidiaries and assets and liabilities; (b) settling, to the extent specified, intercompany loans in existence
prior to'the initial public offering; (c) delivering a promissory note to DuPont as settlement for DuPont
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CONOCO
NOTES TO PRO FORMA FINANCIAL STATEMENTS — (Continued)

stock options held by Conoco employees and other employee benefits related liabilities; (d) using the net
proceeds of the initial public offering to repay a portion of the long-term borrowings — related parties; and
(e) entering into certain agreements with respect to employee benefit arrangements, information
management, the provision of interim services, financing arrangements, tax sharing, environmental
liabilities and various commercial arrangements. The transactions descrlbed above, excluding the initial
public oﬂermg, are referred to herein collectrvely as the “‘separation.”

Conoco used the net proceeds from the initial public offering to repay indebtedness owed to DuPont
or to purchase a portion of the indebtedness owned by certain subsidiaries of Conoco to DuPont as follows:
(a) to pay accrued interest ($124) on the $7,500 promissory note and then to repay principal ($2,654) on
such note to the extent necessary to reduce the principal amount to $4,846; (b) to purchase certain
intercompany notes denominated in Norwegian Kroner with an aggregate principal amount of
approximately $461 after conversion to U.S. dollars, together with accrued interest ($9); (c) to pay
accrued interest ($8) and a portion of the principal ($820) on a certain other intercompany note to the
extent necessary to reduce the prmcrpal amount to $7 and (d) to pay a portion of the principal ($152) on
an intercompany demand note.

In connection with the initial public offermg, Conoco and DuPont gave certain employees of Conoco
the option, subject to specific country tax and legal requirements, to participate in the option program,
which involves the cancellation of all or part of their options to purchase DuPont common stock or stock
appreciation rights (SARs) with respect to DuPont common stock and the issuance by Conoco, upon such
cancellation, of comparable Conoco Class A Common Stock options, or SARs with respect to Conoco
Class A Common Stock. The option program was deemed a change in the terms of certain awards granted
to Conoco employees. As a result, Conoco incurred a non-cash charge to compensation expense in the
fourth quarter of 1998 of $236 pretax or $183 after-tax.

3. Pro Forma Adjustments

Unaudited Pro Forma Statement of Income

(a) Reflects a decrease in interest income due to settlement of notes receivable — related parties and
incremental interest expense resulting from Conoco’s new debt structure. The incremental interest expense
was calculated by multiplying long-term borrowings — related parties ($7,500), certain intercompany notes
denominated in Norwegian Kroner ($461) and certain other intercompany notes ($820) by an annual
interest rate of 6.0125 percent on those borrowings and subtracting the associated historical related party
interest cost of $264 for the year ended December 31, 1998. The historical related party interest cost
excludes capitalized interest of $72.

(b) Reflects the impact of changes in currency exchange rates on certain intercompany loans
denominated in foreign currencies purchased by Conoco from DuPont as part of the restructuring and
settlement of notes prior to the initial public offering as provided for in the separation. These loans are to
Western European petroleum operations. for which the local currency has been designated as the functional
currency.

(c) Reflects the impact of the pro forma adjustments (primarily increased interest expense resulting
from Conoco’s new debt structure) and a separate return income tax calculation method on the provision
for income taxes. The historic tax provision for the period prior to the initial public offering was. calculated
on a loss benefit method. In accordance with SEC Staff Accounting Bulletin No. 55, the pro forma
provision for income taxes is calculated using a separate return method. The pro forma statement of
income for the year ended December 31, 1998 reflects an increase of $6 in the pro forma provision for
income taxes, due to the change to the separate return method presentation. The increase is attributable to
a reduction in tax benefits resulting from the transfer of international exploration subsidiaries from one tax
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CONOCO
NOTES TO PRO FORMA FINANCIAL STATEMENTS — (Continued)

jurisdiction to another, partially offset by utilization of additional foreign credits against the provision of
U.S. taxes.

Initial Public Offering Adjustments

(d) Reflects the impact of changes in currency exchange rates on certain intercompany loans
denominated in foreign currencies purchased by Conoco from DuPont after the initial public offering.
These loans are to Western European petroleum operations for which the local currency has been
designated as the functional currency.

(e) Represents the reduction of interest expense and the associated increase in income taxes resulting
from the payment to DuPont of the borrowings described in note 2 relating to the use of net proceeds and
the tax impact of the adjustment described in (d) above.

Unaudited Pro Forma Balance Sheet

(f) Represents the issuance on April 20, 1999 of the Notes, after deducting debt issuance costs and
note discount, and the payment of a portion of the related party debt to DuPont. The remaining portion
of long-term borrowings — related parties, including accrued interest, has been reclassified to short-term
borrowings — related parties.

(g) Represents the sale of commercial paper, through multiple placements, from a commercial paper
program in May 1999. The proceeds were used to repay the remaining short-term borrowings — related
parties and accrued interest to DuPont.

4. Earnings Per Share

Unaudited pro forma basic earnings per share includes the shares of Conoco Class A and Class B
Common Stock outstanding immediately after. the initial public offering. Pro forma diluted earnings per
share includes the dilutive effect of the 8.5 million shares of Class A Common Stock issuable upon
exercise of Conoco stock options, after applying the treasury stock method, which were issued in the
option program upon cancellation of outstanding DuPont stock options. The adjustments for the basic and
diluted pro forma weighted average shares give effect to the above.



PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED MARCH 24, 1999)

$4,000,000,000
Conoco Inc.

$1,350,000,000 5.90% Notes due 2004
$750,000,000 6.35% Notes due 2009
$1,900,000,000 6.95% Notes due 2029

(conoco)

We will pay interest on all the notes on April 15 and October 15 of each year, beginning October 15,
1999. We may redeem some or all of the notes at any time at a redemption price equal to the principal
amount of the notes we redeem plus a make-whole premium. The redemptlon pnce 1s descnbed beglnmng
on page S-17 of this prospectus supplement. ‘

We have applied to list the notes on the Luxembourg Stock Exchaﬂg‘e.‘ '

We urge you to read the “Risk Factors” section beginningi on pagé‘S 12 of this
prospectus supplement, where we describe specnﬁc risks you should conS|der before
purchasing any of the notes.

- Price to " Discount to . Proceeds to

Public(1) Underwriters Conoco(1)
Per Note due 2004 . ... ..., 99.856% .500% 99.356%
Per Note due 2009 . ........ ... ... oot 100.000% .650% 99.350%
Per Note due 2029 ...... ... ... ...t 100.000% .875% 99.125%
Total .. $3,998,056,000 $28,250,000 $3,969,806,000

(1) Plus accrued interest, if any, from April 20, 1999

Delivery of the notes in book-entry form only will be made through The Depository Trust Company
" on or about April 20, 1999, against payment in immediately available funds.

\ Neither the Securities and Exchange Commission nor any state securities commission has approved or
- disapproved these securities or determined if this prospectus supplement or the accompanying prospectus is
© truthful or complete. Any representation to the contrary is a criminal offense.

The Joznt Book Runners are:

Credlt Sulsse First Boston - ‘ “Salomon Smith Barney

- Chase Securities Inc.
~ Goldman, Sachs & Co
Lehman Brothers
Memll Lynch & Co.
'Morgan Stanley Dean Wltter
~ NationsBanc Montgomery Securities LLC

- ,Prd‘s‘p‘ect‘us“ Supplement dated “April‘ 15, 1999
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Our vision is to be recognized around the world as a truly great, integrated,
international energy company that gets to the future first.

Conoco operates in 40 countries worldwide, and at year-end 1998 had approximately 16,000 employees. In the global energy industry,
Conoco is active in both upstream and downstream segments of the petroleum business, and in power generation.

T Upstream activities cover the discovery, development and production of crude oil, natural gas and natural gas
\ liguids, as well as gas processing. Downstream activities cover the refining of crude oil and other

feedstocks into petroleum products, trading in crude oil and products, and the distribution
and marketing of petroleum products. Power activities involve the development of
power generation projects, often drawing on Conoco’s fue! resources.

.

A Exploration and Production operations in 1998 included the_ daily
production of approximately 348,000 harfels of petroleum
liquids and 1.4 billion cubic feet of natural gas from fields in
North America, Soutt America, Eurube. Africa, the
Middle East and Asie Pa‘c,ific. Explo‘ratiun‘act‘ivities are
focused in 15 countries. | ’

€ Natural gas and gas produets operations include
the gathering, processing, distribistion and

marketing of natural gas and natural gas lig-
uids in North America, the U.K., Norway and
Trinidad. in 1998, Conoco marketed natural
gas volumes in excess of 4.1 billion cubic
feet per day in the U.S. and Europe.

E Refining operations include four refineries
in the U.S., one in the U.K.. and partial
ownership of a refinery in Germany, twe in

the Czech Republic ant the recently
commissioned refinery in Malaysia. Conoco

. has processing capacity. of about 800,000
barrels of crude oil per day at these facilities.

- Marketing operations include the distribution

and sale of gasoline, diesel‘mel and motor oils
S ‘ through about 7,900 outlets in'the U.S., Europe
/ i and Asia Pacific. These pmducté are sold primari- -
ly under the Conoco and Jet hran:ds.‘The éompany is
a major supplier of industrial Iubricanis and specialty
products and is the world’s leading supplier of graphite
coke. Conoco’s total refined prudu‘ct vsales are more than
1 million barrels per day. I ‘

- ® Power operations focus on the development of power gener-
ation projects that combine Conoco’s fuels and industrial cogenera-

tion expertise. Generating facilities developed by Conoco are
onstream in the Netherlands and Colombia, and one plant is under
construction, while another is under development, in Texas. Also,
an agreement has been finalized for plants in four European
countries. ‘



You should rely only on the information we have included or incorporated by reference in this

' prospectus supplement and the accompanying prospectus. We have not authorized anyone to provide you
- with any other information. If you receive any unauthorized information, you must not rely on it. We are
* offering to sell the notes only in places where sales are permitted. You should not assume that the
~information we have included in this prospectus supplement or the accompanying prospectus is accurate
as of any date other than the date of this prospectus supplement or the accompanying prospectus or that
- any information we have incorporated by reference is accurate as of any date other than the date of the

document incorporated by reference ‘ ‘

‘ We are responsible for the mformatlon contained in this prospectus supplement and the

" accompanying prospectus. The Luxembourg Stock Exchange takes no responsibility for the contents of
i this document, makes no representation as to its accuracy or completeness and expressly disclaims any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the
contents of this prospectus supplement and the accompanying prospectus.
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We cannot guarantee that listing will be obtained on the Luxembourg Stock Exchange, and
settlement of the notes is not conditioned on obtaining this listing. Copies of this prospectus supplement
and the accompanying prospectus, and the documents we have incorporated by reference, will be available
free of charge at the office of Kredietbank S. A. Luxembourg, Kredietbank S.A. Luxembourgeoise, 43,
Boulevard Royal L-2955 Luxembourg

All references in this prospectus supplement and the accompanying prospectus to “dollars or “$” are
to the currency of the United States of America.

S-3



Summary

This summary highlights selected information from this prospectus supplement and the accompanying:
prospectus, but does not contain all information that may be important to you. This prospectus supplement
and the accompanying prospectus include specific terms of the offering of the notes, information about our
business and financial data. We encourage you to read this prospectus supplement and the accompanyzng
prospectus in its entirety before making an investment decision. «

In this prospectus supplement and the accompanying prospectus, we refer to Conoco Inc., its wholly
owned and majority-owned subsidiaries and its ownership interest in equity affiliates as “we” or “Conoco,”
unless the context clearly indicates otherwise. Our ownership ‘interest in equity affiliates includes corporate-
entities, partnerships, limited liability companies and other ventures in which we exert szgmﬁcant influence
by virtue of our ownership interest, typzcally between 20 and 50 percent.

The term 2004 Notes” refers to the 5.90% Notes due 2004. The term “2009 Notes"” refers‘ to the
6.35% Notes due 2009. The term “2029 Notes” refers to the 6.95% Notes due 2029. The term “Notes”
refers to all three series of notes collectively.

About Conoco

Conoco is a major, integrated, global energy company involved in both the Upstream and Downstream
segments of the petroleum business. Upstream activities include exploring for and developing, producing
and selling crude oil, natural gas and natural gas liquids. Downstream activities include refining crude oil
and other feedstocks into petroleum products, buying and selling crude oil and refined products and
transporting, distributing and marketing petroleum products. In addition to Upstream and Downstream
operations, we also develop and operate power facilities. We operate in 40 countries worldwide.

As of December 31, 1998, we had proved worldwide reserves of 2,622 million barrels of oil equivalent
{(“BOE”), 39 percent of which were natural gas (converted to BOE using a ratio of six thousand cubic
feet of natural gas to one barrel-of-oil-equivalent). Based on 1998 annual production of 213 million BOE
(excluding natural gas liquids from gas plant ownership), we had a reserve life of 12.3 years as of
December 31, 1998. Over the last five years, we have replaced an average of 195 percent of the oil and gas
we have produced each year. We own or have equity interests in nine refineries worldwide, with a total
crude and condensate processing capacity of approximately 807,000 barrels per day. We have a marketing
network of approximately 7,900 outlets in the United States, Europe and Asia. Based on public filings, for
the year ended December 31, 1998, we ranked eighth in the worldwide production of petroleum liquids by
U.S.-based companies, eleventh in the production of natural gas and eighth in refining throughput. For
that same period, we reported net income of $450 million, which included a net charge for special items of
$271 million, on total revenues of $23,168 million.

Upstream

We are currently exploring for, developing or producing crude oil, natural gas and/or natural gas
liquids in 17 countries around the world. In 1998, production averaged 583,000 BOE per day, consisting of
348,000 barrels per day of petroleum liquids (excluding natural gas liquids from gas plant ownership) and -
1,411 million cubic feet of natural gas per day. The majority of this production came from fields located in
the United States, the United Kingdom and Norway; with the:-remaining production. coming from
operations in Canada, the United Arab Emirdtes, Indonesia, Nigeria, Russia and Venezuela.

In 1998, we replaced nearly 110 percent of the oil and natural gas we produced, adding 234 million
BOE to our worldwide reserves while producing 213 million BOE (excluding natural gas liquids from gas
plant ownership), for a net addition of 21 million BOE. This marks the sixth consecutive year in which we
have replaced more reserves than we produced. We replaced 163 percent of the natural gas produced and
74 percent of the oil produced. On December 31, 1998, we had proved reserves of 2,622 million BOE,
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consisting of 1,591 million barrels of petroleum liquids and 6,183 billion cubic feet of natural gas;
representing an increase of 48 percent on a BOE basis since December 31, 1994:

We made capital investments in Upstream activities in 1998 of $1,965 million, including the

- continued development of major projects, such as the Lobo trend, Britannia, Ursa and Petrozuata. We
anticipate that these projects will contribute to our 1999 production and:significantly increase our

" production rates over current levels in future years.

‘ The majority of our exploratlon and productlon assets are located in North America (Umted States
. and Canada) and Western Europe (United Kingdom and Norway). The producing properties in these
areas generate cash to fund growth opportunities around the world. Outside of North America and

+ Western Europe, our investment activities are focused on areas that have the potential to become major
- business areas in the future, such as northern South America and the Caribbean, Asia Pacific, West

. Africa; Middle East and Russia/Caspian Sea regions.

We are exploring for oil and/or natural gas in 15 countries. Since 1996, we have pursued and

~ continue to implement an exploratron strategy focused on acquiring large acreage positions in areas that
are relatively under-explored. The purpose of these acreage acquisitions has been to establish us at an early
~ stage in areas that have the potential for large discoveries. During the same period, we acquired significant
' acreage positions in the deepwater Gulf of Mexico, the Atlantic Margin of Northwest Europe, northern
South America and the Caribbean, and selected basins in the Asia Pacific region. In 1998, our exploratory
success rate was its best in 15 years. Approximately 30 percent of the exploratory wells, we drilled
(excludlng appraisal wells) were potentially commercial.

We intend to manage our asset portfolio to increase ‘the proportron of Upstream assets relative to
Downstream ‘assets and the proportion of large-scale, long-lived, early-life-cycle assets relative to mature
assets. In the course of implementing this strategy, we have in the past, and may from time to time in the
future, purchase or sell producing Upstream ‘assets. We may also consider forming alliances or joint
| ventures to hold and operate selected Upstream assets, either to optimize the efficiency. of such operatlons
* through achieving economies of scale or, in_certain circumstances, to monetize a portion of the value of
such assets. |

Downstream

Downstream operations are organized regionally with operations in the United States, Europe and the
Asia Pacific region. United States and  European operations each provided about one-half (55 and
56 percent, respectively) of total Downstream earnings in 1998, partially offset by a small loss resulting
from start-up activities in Asia Pacific.

We have made capital investments in Downstream activities averaging approximately $600 million per
year for the last three years. In 1998, capital investments in Downstream activities were approximately
$530 million, relating primarily to worldw1de retail marketing operations and the completlon of the Melaka
reﬁnery in Malaysia.

Downstream’s strengths are in processing heavy, high sulfur and acidic crudes, upgrading bottom-of-
the-barrel feedstocks via coking technology, maintaining low cost, high volume retail marketlng operatrons
and developing specialty products. Approximately 50 percent of our worldwide refining capacity is designed
to process heavy, high sulfur crude. The Humber refinery in the United Kingdom can process. about
44 percent acidic crudes in its crude slate. We have applied our coking technology to nearly all of our
refining operations throughout the world. This has enabled us to become a world leader in producing
petroleum coke products, such as high value graphite and anode coke, which are used.in the production of
electrodes and anodes for the steel and aluminum industries, respectively. We have also licensed our fuel
coking technology around the world, which has in turn created other business development opportunities.

We produce and market a full range of refined petroleum products, including gasolines, diesel fuels,
heating oils, aviation fuels, heavy fuel oils, asphalts, lubricants, petroleum coke products and petrochemical
feedstocks. We own and operate, or are a partner in the operation of, nine refineries worldwide with a'total
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crude and condensate capacity of 807,000 barrels per day. Refining capacity- is distributed 62 percent in
the United States, 33 percent in Europe and 5 percent in the Asia Pacific region.

Capacity has risen by over 185,000 barrels per day, or 30 percent, since year end 1995 as a result of
the expansion of the Lake Charles refinery, the upgrade of the Humber refinery, the acquisition of an
interest in two refineries in the Czech Republic and an investment in the new Melaka refinery in Malaysia.
In the United States, we primarily market through low cost wholesale operations. We have a growing'
marketing presence in Europe and Asia Pacific, where we are a leader in operating low cost, high volume
retail stations. In 1998, refined product sales averaged 1,049,000 barrels per day, distributed 68 percent,

31 percent and one percent in the United States, Europe and the Asia Pacific region, respectively.

Our objective for Downstream is to continue to provide an appropriate return on investment by
improving the competitiveness of the core business, while providing free cash flow to fund.growth in
Upstream, as well as in new Downstream businesses. Consistent with such objectives, we have in the past,
and may from time to time in the future, purchase or sell Downstream assets. We may also consider
forming alliances or joint ventures to hold and operate all or a selected part of our Downstream assets,
either to optimize the efficiency of such operations through achieving economies of scale or, in certain
circumstances, to monetize a portion of the value of such assets.

Business Strategy

We intend to pursue a growth-oriented business strategy by exploiting growth opportunities where we
have existing major areas of operation, creating at least two new major business areas in northern South
America and the Caribbean, and one of the Asia Pacific, West Africa, Middle East or Russia/Caspian Sea
regions, and continuing to improve the profitability, efficiency and effectiveness of our existing operations.
Specifically, we intend to: '

« manage our portfolio to increase the proportion of Upstream assets relative to Downstream assets
and the proportion of large-scale, long-lived, early-life-cycle assets relative to mature assets, which
could include forming joint ventures or alliances to optimize the efficiency of operations or
monetize a portion of the value of such assets

« achieve significant near-term production growth through large scale projects such as Petrozuata,
Britannia, Lobo and Ursa

+ seek opportunities created by worldwide privatizations and the openmg of new markets prev1ously
closed to private investment

« apply our strengths in carbon upgrading, project management, deepwater technology, natural gas
processing, seismic processing and interpretation, and our ability to present integrated Upstream/
Downstream solutions to host governments and other institutions in new and emerging markets

. pursue exploration activities that have significant value-creation potential by concentrating on areas
that are underexplored

. capltahze on our ability to convert low cost, heavy, high sulfur and acidic crude oils into high-value
light oil products ‘

+ continuously rationalize our asset base, contain costs, optimize our investment portfoho and 1mprove

operatlng rehablhty

In all our activities, we will strive to act in accordance with our core values of operating safely, protecting
the environment, acting ethically and valuing all people.
Separation from DuPont

In May 1998, E. I. du Pont de Nemours and Company announced its intention to divest its oil and
gas business, operated through Conoco. In October 1998, Conoco completed its initial public offering,
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selling 191.5 million shares of Conoco Class A Common Stock (entitled to one vote per share),
representing approximately 30.5 percent of the total shares outstanding. DuPont, through its ownership of
all of the 436.5 million shares of Conoco Class B Common Stock (entitled to five votes per share)
retained 69.5 percent of the total outstandmg shares and 91.9 percent of the total voting power of Conoco.
DuPont has announced that it intends to divest its remaining ownership interest in Conoco through a

“split-off”” in 1999, in which holders of DuPont common stock will have the option of electing to exchange
some or all of their DuPont shares for the remaining Conoco shares held by DuPont. On March 22; 1999
the reglstratlon statement for the split-off was initially filed with the SEC, and on March 31, 1999 DuPont
received a favorable ruling from the Internal Revenue Service with respect to the split- off We can glve no
assurance as to the trmlng or successful completlon of the split-off.

The Offering

+ Securities Offered .. ........... $1,350 million principal amount of 5.90% Notes due 2004
‘ ‘ . $750 million principal amount of 6.35% Notes due 2009
$1,900 million principal amount of 6.95% Notes due 2029 .

Maturity Dates .............. . April 15, 2004 for the 2004 Notes
‘ April 15, 2009 for the 2009 Notes
. April 15, 2029 for the 2029 Notes

Interest Payment Dates ........ April 15 and October 15 of each year, eommerrcing Octeber 15; 1999
Rederrlption .......... e At any time, we may redeem any or all of the Notes in prineipal
~ amounts of $1,000 or any integral multiple thereof. We will pay a
redemption price equal to the principal amount of Notes we redeem
_plus a make-whole premium, which is described under the heading
.. “Description .of the Notes — Redemption” beginning on page S-17.
We also will pay accrued interest to the redemption date.
Ranking ..................... " The Notes:

» are unsecured

« rank equally with all our existing and future unsecured senior
debt

. are senior to any future subordinated debt

» are effectively junior to our secured debt and to all existing and
future debt and other liabilities of our subsidiaries

Covenants............ e We will issue the Notes under an indenture containing covenants for
' . " your benefit. These covenants restrict our ability, with certam
exceptions, to:
« incur debt secured by liens

+ engage in sale/leaseback transactions

Use of Proceeds. . . ... " ......... Weintend to use the net proceeds of apprommately $3,970 mxlhon to
‘ repay a portion of our debt owed to DuPont.
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Summary Financial Data

We have provided in the tables below summary consolidated historical financial data. We have

consolidated financial statements. We have based the statement of income data for the year ended

You should read the following financial information in conjunction with our consolidated financial

Year Ended December 31

derived the statement of income data for each of the years in the four-year period ended December 31,
1998, and the historical balance sheet data as of December 31, 1998, 1997 and 1996, from our audited

December 31, 1994, and the historical balance sheet data as of December 31, 1995 and 1994, on the
accounting records of DuPont, which, in our management’s opinion, include all adjustments necessary for

the fair presentation of our financial position at such dates and our results of operations for such periods.

statements and related notes that we have incorporated by reference in the accompanying prospectus.

Charges(4)(7) . vviie e 4.6x 12.4x 11.5x 7.7x

1995 and 1994, respectively.

1998 1997 1996 1995 1994
(In millions, except ratios)
Statement of Income Data: ‘
- Total Revenues(1) ........... ... i, $23,168  $26,263 $24,416  $20,518  $19,433
Cost of Goods Sold and Other Operatlng :

EXpenses . .......ouvuiviiin i 13,840 16,226 14,560 11,146 10,640
Selling, General and Administrative Expenses ..... 736 726 755 728 679
Stock Option Provision.................... e 236 — — — —
Exploration Expenses(2) ............... P 380 457 404 331 357
Depreciation, Depletion and Amortization

(DD&A) ..ot S 1,113 1,179 1,085 1,067 1,244
Taxes Other Than on Income(1) ................ 5,970 5,532 5,637 5,823 5,477
Interest and Debt Expense.............. e 199 36 74 74 163
Income Before Income Taxes ................ L 694 2,107 1,901 1,349 973
Provision for Income Taxes . ..............ooun.. 244 1,010 1,038 774 551

Net Income(3)(4) ........ e $ 450 $1,097 $ 863 $§ 575 § 422
Segment After-Tax Income:
Upstream:
United States. . .......cooiiiinieiinnenaan $ 219 $ 445 $§ 314 $§ 258 § 248
International ........... ... .. ... ... ... 283 439 367 234 250
Downstream:
United States. ........coineiiiiiinnnnn.. 135 216 172 112 104
International ....................... 156 - 91 117 121 137
Corporate and Other(3).............cooiiiit. (343) (94) (107) (150) (317)
$§ 450 $1097 $ 83 §$§ 575 § 422
Other Data:
Cash Provided by Operations ,.................. $ 1,373 $ 2876 $239% $ 1924 § 2143
Cash Used for Investing Activities . . . .. e 1,598 2,037 1,647 1,677 1,364
Cash Used for Financing Activities .............. 555 499 187 313 773
Capital Expenditures and Investments ............ 2,516 3,114 1,944 1,837 1,665
Cash Exploration Expense .. ... e S 217 286 262 204 200
EBITDA(4)(5) -« oo 2,006 3,322 3,060 2,490 2,280
Ratio of EBITDA to Interest Expense(4)......... 10.1x 92.3x 41.4x 33.6x 36.2x
Ratio of Earnings to Fixed Charges(4)(6) ........ 3.2x 12.9x 11.6x 7.3x 7.3x
Ratio of Earnings Before Special Items to Fixed
8.0x

(1) Includes petroleum excise taxes of $5,801, $5,349, $5,461, $5,655 and $5,291 for 1998, 1997, 1996,
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ge)
(3)

(4)

: (5)

(6)

™

JIncludes cash exploratlon overhead and operatmg expense, DD&A, dry hole costs and impairments of
unproved properties.

Includes after-tax exchange gains (losses) of $32, $21, $(7), $(40) and $(143) for 1998, 1997, 1996
1995 and 1994, respectively. :

Our current report on Form 8%K incorporated by reference in the accompanying prospectus includes a
pro forma statement of income for the year ended December 31, 1998 that gives effect to our initial
public offering, our separation from DuPont and related transactions. Pro forma net income and
EBITDA for the year ended December 31, 1998 were $392 million and $1,948 million, respectively.
The pro forma ratios of EBITDA to interest expense, earnings to fixed charges and earnings before
special items to fixed charges were 8.7x, 2.8x and 4.1x, respectively, for the same period.

EBITDA means earnings before interest expense, income taxes, depreciation, depletion and
amortization. EBITDA is not a generally accepted accounting principles measure and may not be
comparable to similarly titled items of other companies. You should not consider EBITDA as an
alternative to net income or any other ‘generally accepted accounting principles measure of
performance as an indicator of our operating performance or as a measure of liquidity. EBITDA does

' not represent funds available for management’s discretionary use because certain future cash

* expenditures are not reflected in the EBITDA presentation. Some investors: use thls data as an
indicator of a company’s ability to service debt.

We have computed the ratio of earnings to fixed charges by dividing eafnings by fixed charges. For

- this purpose, “earnings” consist of income before income taxes and extraordinary items and fixed
charges. “Fixed charges” consist of interest expense, capitalized interest, amortization of debt expense
and that portion of annual rental expense we have deemed to represent the 1nterest factor

For the ratio of earnings before special items to fixed charges, we have excluded spec1al items from
the computation of earnings. Special items are material nonrecurring items and generally consist of
asset sales, property impairments, tax rate changes, employee separation costs, inventory write-downs,
environmental insurance litigation recoveries, environmental litigation charges and, in 1998, a stock
option provision. For more information about our special items, please read “Results of Operations —
Special Items” beginning on page 45 in Item 7 of our annual report on Form 10-K: for the year ended
December 31, 1998, as amended on March 12, 1999.

) December 31
1998 1997 1996 1995 1994
' (In millions) '

Balance Sheet Data: C ‘ ‘ :
Cash and Cash Equivalents .. .. .. e e e $ 394 $1,147 S 846 . $ 28 $ 319

Working Capital .................. . ... .. ... 45 567 862 999 1,790
Net Property, Plant and Equipment . ............. 11,413 10,828 10,082 9,758 9,522
Total ASSets .. ..ottt 16,075 17,062 15,226 14,229 15,271
Long-Term Borrowings — Related Parties. ... ... .. 4,596 1,450 2,287 2,141 2,279
Other Long-Term Borrowings and Capital Lease

Obligations . .. ... 93 106 101 65 342

. Total Stockholders’ Equity/Owner’s Net

Investment ........ ... ... ... i 4,438 7,896 6,579 6,754 7,274
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1997 1996 1995 1994

1998
- Operating Data:
Proved Reserves at December 31(1):
Oil (MMDbbIS)(2) ... e 1,591
Natural Gas (Bef) ... ... .. .. 6,183
Total Proved Reserves (MMBOE)(3) ........ PO 2,622
International Proved Reserves (% of Total) ............ : 3%
Reserve Replacement Ratio(1)....................... 110%
Reserve Life (years)(1)(4) ..... U Ll e 12.3
Finding and Development Costs per BOE(1)(3)(5) ..... $ 4.03
Average Daily Production(1): ‘
Oil (Mbbis/day)}(2).......... e 348
Natural Gas (MMcf/day)....... e L. 411
Total Production (MBOE/day)(3) ................. 583
Average Production Costs per BOE(3)(6) ............. $ 3.95
Refinery Capacity at December 31 (Mbbls/ day) V(7). 807 .
Refinery Utilization(7) .. ... ... iiiiininnen. . 92%
Total Refinery Inputs (Mbbls/day) (1)(8) ............. 823
Sales of Refined Products (Mbbls/day) (1) ............ 1,049
Retail Marketing Outlets at December 31(9):
United States............. ... .. ..., [ 4,897
International ................ . .......... e 3,023

(1) Includes our share of equi‘ty affiliates.

1,624 973 977 - 988

5,861 5,396 5,048 4,674

2,601 1,872 1,818 - 1,767
73% 65% 63% 61%
448% 126% 127% 157%

12.4 8.9 9.3 8.2
'$363 $484 $539 $624
374 374 346 367
1,03 1211 1,126 1,327
575 576 534 558
$421 $384. $392 $359
754 743 621 602
91%.  83% . 97% 99%
780 7132 721 697

1,048 998 983 931

4,903 4,976 5,125 5,196
2,971 2,874 2390 2438

(2) Includes crude oil, condensate and natural gas liquids expected to be removed for our account from

our natural gas production.

(3) 6,000 cubic feet of natural gas = one barre] of-oil-equivalent (BOE).

(4) Total proved reserves at December 31 divided by annual production for the year ended December 31,

excluding natural gas liquids from gas plant ownership.

(5) Finding and development costs per BOE represent a trailing five-year average for each year dlsplayed

(6) Excludes equity affiliates and processed natural gas liquids.

~(7) Based on rated capacity to process crude oil and condensate (excludes other feedstocks).

(8) Includes crude oil, condensate and other feedstocks.

(9) Represents outlets owned by us and others that sell our refined products.
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Summary Reserve Data

We have provided in'the tables below summary information as of the dates indicated with respect to
our estimated proved reserves of oil and natural gas at year-end for 1998 and 1997. Unless we inform you
otherwise, all information in this prospectus supplement relating to oil and natural gas reserves has been
based upon our estimates and reflects our net interest after royalties. Please read “‘Risk Factors — The oil
and gas reserves data in this document are only estimates and may prove to be inaccurate” on page S-13
of this prospectus supplement.’ :

Proved Reserves

at December 31, % increase

1998 1997 (decrease)
(Net after royalty
: . basis) (1)
United States: P S e -
Oil (MMbbIs) (2) .....ovneeinennn . 260 277. . (6)
NaturalGas(Bcf)...‘ .......... 2,700 2,605 4
" Total Proved Reserves (MMBOE)(3) ....... e e 711 711 —
International: L o
Oil (MMbbls)(2) ........... P e e e 1,330 1,347 (1)
Natural Gas (Bef) ... e .. 3,483 3,256 7
Total Proved Reserves (MMBOE) (3) e ‘ 1,911. 1,890 1
Worldwide: o C o
Total Proved Reserves (MMBOE) (3)‘ ....... PO et 2,622 2,601 1

(1) Includes our share of equity afﬁllate reserves.

(2) Reserves comprise crude oil, condensate and natural gas hqulds expected to be removed for our
- account from our natural gas production.

3) 6 000 cublc feet of natural gas = one barrel-of-oil- equlvalent (BOE)




Risk Factors

In considering whether to purchase the Notes, you should carefully consider all the information we
have included or incorporated by reference in this prospectus supplement and the accompanying prospectus.
In particular, you should carefully consider the risk factors described below. In addition, please read
- “Forward-Looking Information” on page 4 of the accompanying prospectus, where we describe additional
uncertainties associated with our business and the forward-looking statements in this prospectus
supplement and the accompanying prospectus.

Low oil and gas prices have negatively affected our financial results and may continue to do so in the
future. ‘

Crude oil prices declined substantially in 1998, and we expect these depressed prices to continue in
1999. During 1998, West Texas Intermediate crude oil prices fell to 12-year lows as measured in absolute
dollars, and 25-year lows as measured in inflation-adjusted dollars, and closed at $12.05 per barrel on
December 31, 1998. These lower prices had a significant negative impact on our financial results in 1998,
in which our net income fell 59 percent compared to 1997. We expect these prices to continue to affect
1999 financial results negatively.

Our profitability is determined in large part by the difference between the prices we receive for the
crude oil, natural gas, natural gas liquids and refined products we produce and the costs of finding,
developing, producing, refining and marketing these resources. We have no control over many factors
affecting prices for our products. Prices for crude oil, natural gas and refined products may fluctuate widely
in response to changes in global and regional supply, political developments and the ability of the
Organization of Petroleum Exporting Countries, or OPEC, and other producing nations to set and
maintain production levels and prices. Prices for crude oil, natural gas and refined products are also
affected by changes in demand for these products, which may result from global events, as well as supply
and demand in industrial markets, such as the steel and aluminum markets.

Reduced Asian demand, as a result of the recent economic downturn in Asia, has negatively affected
worldwide crude oil and product prices. Decreases in crude oil and natural gas prices and refined product
margins may adversely affect us. Lower crude oil and natural gas prices may reduce the amount of oil and
natural gas reserves we can produce economically, and existing contracts that we have entered into may
become uneconomic.

Global political and ‘economic developments may hurt our operations.

Local political and economic factors in international markets may have a material adverse effect on
us. Approximately 43 percent of our sales in 1998 was derived from markets outside the United States,
and 73 percent of our proved reserves at year-end 1998 were located outside the United States.

There are many risks associated with operations in international markets, including changes in foreign
governmental policies relating to crude oil, natural gas or refined product pricing and taxation, other
political, economic or diplomatic developments, changing political conditions and international monetary
fluctuations. These risks include:

« political and economic instability or war

+ the possibility that a foreign govemment may seize our property with or without compensation
» confiscatory taxation

» a foreign government’s attempting to renegotiate or revoke existing contractual arrangements

» fluctuating currency values, hard currency shortages and currency controls

Recent turmoil in regions such as Russia, Southeast Asia and South America has subjected our operations
in these regions to increased risks.
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‘Actions of the United States government can also expose our operations to risk. The United States

government can use tax and other legislation, executive orders and commercial restrictions to prevent or

restrict us from doing business in foreign countries. These restrictions and those of foreign governments
have in the past limited our ability to operate in or gain access to opportunities in various countries.
Actions of the United States government through tax and other legislation, executive order and
commercial restrictions could adversely affect our operating profitability both in the U.S. and overseas.
Various agencies of the United States and other governments have from time to time imposed restrictions
on our ability to operate in or gain attractive opportunities in various countries. Actions by both the United
States and host governments have affected operations significantly in the past and will continue to do so in
the future.

We are also exposed to ﬂuctuatlons n forelgn currency exchange rates. We do not 1ntend to
comprehensively hedge our exposure to currency rate changes, although we may choose to selectlvely
hedge certain working capital balances firm commrtments cash returns from affiliates or tax payments
- These -efforts may not. be successful.

The oil and gas reserves data in this document are only estimates and rnay prove to be inaccurate. N

‘ Estlmatlng quantltles of proved oil and natural gas reserves involves many uncertainties. The reserve

data included in this prospectus supplement Tepresent estimates only. Reservoir engineering is a subjective '
and inexact process of estimating underground ‘accumulations of oil and natural gas that cannot be
measured in an exact manner. We base our estimates of economically recoverable oil and natural gas
reserves and future net cash flows on many variables and assumptions related to reserve performance that
require evaluation by engineers interpreting the available geologic, engineering and economic data, as well
as price and other economic factors. Many of these factors, assumptions and variables are beyond our
control and some or all of them may prove wrong over time.

The reliability of reserve estimates depends on the quality and quantlty of technical and economic
data, the production performance of the reservoirs and extensive engineering judgment. Results of drilling,
testing and production after the date of the estimates may require substantial upward or downward -
revisions. Adverse changes in economic conditions, including a drop in oil or natural gas prices, may render
it uneconomical to produce certain reserves. Accordingly, actual production, revenues and expenditures
with respect to our reserves will likely vary from estimates, and such variances may be matenal. -

Our growth depends on ﬁndmg new reserves.

Our ability to achieve our growth objectrves depends upon our success in finding, acqumng or gaining
access to additional reserves. In general, production from oil and natural gas properties ideclines as reserves
are depleted, with the rate of decline depending on reservoir characteristics. Our total proved reserves will
decline as reserves are produced unless we conduct successful exploration and development ‘activities or
acquire properties containing proved reserves, or both. Our exploration and development activities expose
us to inherent drilling risks, including the risk that we will encounter no economically productive natural
gas or oil reservoirs. The costs of drilling, completing and operating wells are often uncertain and
numerous factors beyond our control may cause drilling operations to be curtailed, delayed or cancelled.
Our future drilling, exploration and acquisition activities may not be successful. If these activities are
unsuccessful, this failure would have an adverse effect on our future results of operatlons and ﬁnancral
condmon ‘ :

Potentlal year 2000 problems may adversely aﬂ'ect our business.

Many existing computer programs were designed and developed using only two digits to represent the
year of a date. This failure to consider the upcoming change in the century could lead to the failure of
computer applications or create erroneous results by or at the year 2000. This issue is referred to as the
“Year 2000 Issue.” The Year 2000 Issue extends beyond traditional computer hardware and software to
possible failure of automated plant systems and instrumentation. The Year 2000 Issue also affects third
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parties with whom we do business. These third parties may not successfully reprogram or replace, and test,
all of their own computer hardware, software and process control systems to ensure they are Year 2000
compliant. Failure by us, our business associates or other constituents, such as governments, to become
Year 2000 compliant on a timely basis could have a material adverse effect on our financial position and
results of operations. For more information about Year 2000 risks, see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Year 2000” beginning on page 53 of our
annua) report on Form 10-K for the year ended December 31, 1998, as amended on March 12, 1999.

We will incur substantial costs to comply with environmental regulations.

We incur, and expect to continue to incur, substantial capital and operating costs to comply with
increasingly complex laws and regulations covering the protection of the environment, including costs to
remediate contamination at various owned and previously owned facilities and at third-party sites where
our products or wastes have been handled or disposed. New laws and regulations, the imposition of tougher
requirements in permits, increasingly strict enforcement of existing laws and regulations or the discovery of
previously unknown contamination may require future expenditures to modify operations, install pollution
control equipment, perform site clean ups or curtail our operations. For example, the European Union
recently enacted legislation to reduce the sulfur content of motor fuels we produce and market. We
estimate that this legislation will require us to make capital expenditures of approximately $100 million in
1999, $100 million in 2000 and $50 million in 2001. The U.S. Environmental Protection Agency is
considering similar measures. We cannot assure you that these future expenditures, investments or
curtailments will not have a material adverse effect on us.

We may face conflicts of interest with DuPont.

DuPont currently owns 91.9 percent of the combined voting power of all classes of our voting stock
and therefore can control all determinations with respect to corporate governance matters affecting us,
including establishing the terms of the proposed split-off, our direction and policies, acquisitions or
dispositions of assets, future issuances of securities, incurrence of debt and payment of dividends. Conflicts
of interest may arise between us and DuPont in a number of areas.

There is no public market for the Notes, and we do not intend to list them on any U.S. securities
exchange or dealer quotation system.

There is no existing market for the Notes. We cannot provide any assurance about:
» the liquidity of any markets that may. develop for the Notes
« your ability to sell your Notes

. the prices at which you will be able to sell your Notes

Future trading prices of the Notes will depend on many factors, including prevailing interest rates, our
operating results, ratings of the Notes and the market for similar securities. The underwriters have advised
us that they intend to make a market in the Notes of each series after completion of the offering. The
underwriters do not, however, have any obligation to do so, and they may discontinue any market-making
activities at any time without any notice. In addition, although we have applied to list the Notes on the
Luxembourg Stock Exchange in accordance with the rules and regulations of that exchange, we do not
intend to apply for the listing of the Notes on any other securities exchange or for quotation of the Notes
in any dealer quotation system :
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Use of Proceeds

We. expect the net proceeds from the offering of the Notes to be approximately $3,970 million, after
deducting discounts to the underwriters and estimated expenses of the offering that we will pay. We expect
to use the net proceeds to repay a portion of our debt owed to DuPont (with an interest rate of 6.0125%).
We incurred the debt as a dividend in July 1998 in connection with our separation from DuPont.

Capitalization

We have provided in the ‘tablej below our consolidated capitalization as of December 31, 1998 and as
adjusted to give effect to the issuance of the Notes and the application of the net proceeds from that
issuance as described in “Use of Proceeds.” Except as described in this prospectus supplement, the
accompanying prospectus or the documents we incorporate by reference, there has been no material
change in our consolidated capitalization since December 31, 1998. In addition to the issuance of the
Notes, we intend to establish a commercial paper program that will be supported by a committed bank
credit facility. We will use the proceeds from the commercial paper program both to repay any remaining
debt owed to DuPont after the application of the net proceeds from the issuance of the Notes and for
general corporate purposes. DuPont intends to complete the split-off in 1999, and we intend to complete
the refinancing of our debt owed to DuPont prior to the split-off.

December 31, 1998
Actual As adjusted
(In millions, except

share data)
Long-Term Debt: “
5.90% Notes due 2004, net of discount .................. P ‘ $ — $1,348
6.35% Notes due 2000 . ... . i e — 750
6.95% Notes due 2029 . ... .ottt e — 1,900
Long-Term Borrowings — Related Parties(1) ............. e 4,596 626
Other Long-Term Borrowmgs and Capltal Lease Obligations. . ........covvvennnnn 93 93
Total Long-Term Debt. R R $4,689 $4,717
Stockholders’ Equity: ‘ o S ; ‘
Preferred Stock, $.01 par value:: ‘
250,000,000 shares authorized; none issued-.................... ... e — —
Class A Common Stock, $.01 par. value: ] ‘ o
3,000,000,000 shares authorized; 191 497,821 shares issued .............. ... ... 2 2
Class B Common Stock, $.01 par value:
1,600,000,000 shares authorized; 436,543,573 shares issued and outstanding ...... 4 4
Additional Paid-in Capital . ..........c. e 4,955 4,955
Accumulated Deficit.................. R (244) (244)
Accumulated Other Comprehensnve Loss ..................................... T (274) (274)
Treasury Stock, at cost(249,863 Class A share‘s)‘ ................................ ; (5) (5)
Total Stockholders’ Equity. ... .. ..o $4,438 $4,438
Total Capitalization ............ A SO $9,127  $9,155

(1) We also have an agreement with DuPont under which DuPont provides us with a revolving credit
facility of up to $500 million in principal amount. The principal amounts outstanding under this
agreement at December 31, 1998 and March 15, 1999 were $0 and $330 million, respectively.
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(1)

Executive Officers and Directors

We have provided in the tables below information about our current executive officers and directors:

“Executive Officers

Name Position

Archie W. Dunham ....................... President and Chief Executive Officer

Gary W.Edwards . ............. ... ... ... Executive Vice President, Refining, Marketing,

o ‘ Supply and Transportation
Robert E. McKee IIT........... e - Executive Vice President, Exploration:
‘ Production

Robert W. Goldman. ... ...... U Senior Vice President, Finance, and Chief
Financial Officer ,

Rick A. Harrington.. . .... e I Senior Vice President, Legal, and General
Counsel

Directors

Name(1) Principal Occupation

Edgar S. Woolard, Jr. ..................... Chairman of the Board of Conoco Inc.

Archie W. Dupham ....................... President and Chief Executive Officer of

' ‘ Conoco Inc.
Ruth ReHarkin........................... Senior Vice President, International Affairs and

Government Relations of United
Technologies Corporation

Frahk A. McPherson ............. e Former Chairman and Chief Executive Officer
of Kerr-McGee Corporation

Gary M. Pfeiffer...... e Senior Vice President, Finance, and Chief
Financial Officer of E. I. du Pont de
Nemours and Co. o

William K. Reilly ......... ... o ot President and Chief Executive Officer of Aqua
: International Partners

William R. Rhodes.............coovvuuin... Vice Chairman of Citigroup, Inc.

Franklin A. Thomas ........................ Consultant to the TFF Study Group

The business address of our directors is ¢/o Conoco Inc., 600 North Dairy Ashford, Houston, Texas
77079.
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Description of the Notes'

We have summarized selected provisions of the Notes below. Each series of Notes is a separate series
of debt securities described in the accompanying prospectus, and this summary supplements that
description. You should read this summary in conjunctlon with the description in the accompanymg
prospectus ‘ ‘ ‘

General

The 2004 Notes will mature on April 15, 2004 and will bear interest at 5.90% per annum. The
2009 Notes will mature on April 15, 2009 and will bear interest at 6.35% per annum. The 2029 Notes will
mature on April 15, 2029 and will bear interest at 6.95% per annum. Interest on the Notes w1ll accrue
from Apnl 20, 1999. We:' ‘ ‘ |

. w111 pay interest semlannuaIIy on April 15 and October 15 of each year, commencing October 15,
1999 ‘ ‘

. will pay interest to the person in whose name a Note is regrstered at the close of busmess on the
April 1 or October 1 preceding the 1nterest payment date

« will compute interest on the basis of a 360-day year consisting of twelve 30- day months
. w111 make payments on the Notes at the offices of the trustee and any paying agent

. may make payments by. w1re transfer for Notes held in book- entry form or by check mailed to the
‘address of the person entitled to the payment as it appears 1n the Note register

- We will issue the Noteslonly in fully registered form, without coupons, in denominations of $1,000
and any integral multiple thereof. The Notes will not be subject to any sinking fund or mandatory
redemption provisions. : P

Redemption

The Notes of each series w111 be redeemable at our option, in whole or in part at any time and from
time to time, at a redemption pnce equal to the greater of:

+ /100 percent of the pnncxpal amount of the Notes of that series to be redeemed

" 'the sum of the present values of the Remaining Scheduled Payments on the Notes being redeemed,
discounted to the redemption date on a semiannual basis (assuming a 360-day year consisting of
‘twelve 30-day months) at the Treasury Rate plus 12.5 basis points for the 2004 Notes, 20 basis
points for the 2009 Notes and 25 basis points for the 2029 Notes ‘

In each case, we will pay accrued interest to the date of redemption.

“Treasury Rate” means the rate per annum equal to the semiannual equivalent yield to maturity
(computed as of the second business day immediately preceding the redemption date) of the Comparable
Treasury Issue, assuming a price for the Comparable Treasury Issue (expressed as a percentage of its
principal amount) equal to the Comparable Treasury Price for the redemption date.

“Comparable Treasury Issue” means the United States Treasury security selected by an Independent
Investment Banker that would be used, at the time of selection and in accordance with customary financial
practice, in pricing new issues of corporate debt securities of comparable maturity to the remaining term of
the applicable series of Notes. “Independent Investment Banker” means one of the Reference Treasury
Dealers that we appoint.

“Comparable Treasury Price” means:

"« the ‘average of the bid and asked prices for the Comparable Treasury Issue (expressed,in each case
as a percentage of its principal amount) as of the third business day preceding the redemption date,
as set forth in the daily statistical release (or any successor release) published by the Federal
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Reserve Bank of New York and designated “Composite 3:30 p.m. Quotations for U.S. Government
Securmcs

» if that release (or any successor release) is not published or does not contain such prices on that
business day, (a) the average of the Reference Treasury Dealer Quotations for the redemption date,
after excluding the highest and lowest of such Reference Treasury Dealer Quotations, or (b) if the
trustee obtains fewer than four such Reference Treasury Dealer Quotations, the average of all
quotations obtained

“Reference Treasury Dealer” means each of Credit Suisse First Boston Corporation (and its
successors), Salomon Smith Bamey Inc. (and its successors) and two other nationally recognized
investment banking firms that are primary U.S. Government securities dealers specified from time to time
by us. If, however, any of them shall cease to be a primary U.S. Government securities dealer, we will
substitute another nationally recognized investment banking firm that is such a dealer.

“Reference Treasury Dealer Quotations™ means, with respect to each Reference Treasury Dealer and
any redemption date, the average, as determined by the trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) quoted in
writing to the trustee by such Reference Treasury Dealer as of 3:30 p.m., New York time, on the third
business day preceding the redemption date.. ‘

“Remaining Scheduled Payments” means the remaining scheduled payments of the principal of and
interest on each Note to be redeemed that would be due after the related redemption date but for such
redemption. If the redemption date is not an interest payment date with respect to the Note being
redeemed, the amount of the next succeeding scheduled interest payment on the Note will be reduced by
the amount of interest accrued thereon to that redemption date.

We will mail notice of a redemption not less than 30 days nor more than 60 days before the -
redemption date to holders of Notes to be redeemed. As long as those Notes are listed on the
Luxembourg Stock Exchange, we also will publish notice in the Luxemburger Wort or another newspaper
of general circulation in Luxembourg.

If we are redeeming less than all the Notes of a series, the trustee will select the particular Notes of
the series to be redeemed by lot or by another method the trustee deems fair and appropriate. Unless we
default in payment of the redemption price, on and after the redemptlon date, interest will cease to accrue
on the Notes or portions thereof called for redemption.

Except as described above, the Notes will not be redeemable by us prior to matunty and will not be
entitled to the benefit of any sinking fund.

Ranking

The Notes of each series will be our senior unsecured obligations and will rank equally in ﬁght of
payment with Notes of the other series and with all of our other senior unsecured and unsubordinated
indebtedness. oo

We currently conduct substantially all our operations through our subsidiaries, and our subsidiaries
generate substantially all our operating income and cash flow. As a result, distributions or advances from
our subsidiaries are the principal source of funds necessary to meet our debt service obligations.
Contractual provisions or laws, as well as our subsidiaries’ financial condition and operating requirements,
may limit our ability to obtain cash from our subsidiaries that we require to pay our debt service
obligations, including payments on the Notes. The Notes will be structurally subordinated to all obligations
of our subsidiaries, including claims of trade payables. This means that holders of the Notes will have a
junior position to the claims of creditors of our subsidiaries on their assets and earnings. The Notes will
also be ‘effectively subordinated to any secured debt we may incur, to the extent of the value of the assets
securing that debt. The indenture does not limit the amount of debt our subsidiaries can incur, and it
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permits us to incur secured debt, subject to the limitations described under’ “Descrlptlons of Debt
Securities — Restrictive Covenants in the. accompanylng prospectus: ‘

As of December 31, 1998 as adJusted to glve effect to this oﬁenng and the ant1c1pated use of
proceeds received, we would have had an aggregate of $4.7 billion of consohdated 1ndebtedness
Approx1mately $4.0 billion would have ranked equally in right of payment with the Notes Approximately
$0.7 billion would have been owed by, subs1d1anes or secured and therefore eﬁ"ectwely senior to the Notes.

Notices

We will mail notices and communications to the holder’s address shown on the register of the Notes.
In addition, as long as a series of Notes is listed on the Luxembourg Stock Exchange, we will publish
notices for that series in the Luxemburger Wort or another newspaper of general circulation in
Luxembourg ‘

Paymg Agents and Transfer Agents

The trustee w111 be the paying agent and transfer agent for the Notes. In addition, as long as a series
of Notes is listed on the Luxembourg Stock" Excha.nge we will maintain a paying agent and transfer agent
for that series in Luxembourg. ‘ ‘

We will make payments on the Notes at the offices of the trustee and any paying agent, including any
paying agent in Luxembourg. At our option, we may make - payments by wire transfer for Notes held in
book-entry form or by check mailed to the address of the person entltled ‘to the payment as it appears in
the Note register. ;

If we issue Notes in certificated form, holders of those Notes may present them for registration of
transfer at the offices of the security registrar and any transfer agent we designate, 1nc1ud1ng any transfer
agent in Luxembourg. The security registrar or transfer agent will effect the transfer or exchange when it is

- satisfied with the documents of title and 1dent1ty of the person making the request. We will not charge a
service charge for any registration of transfer or exchange. We may, however, require the payment of any
tax or other governmental charge payable for that registration.

The: Trustee

Bank One, N.A. is the trustee under the indenture. An affiliate of the trustee is the transfer agent for
our common stock The trustee and its affiliates also perform certain commercial banking services for us
for which they receive customary fees. .

Other ‘

We will make all payments on the Notes without withholding or deducting any taxes or other
governmental charges imposed by a United States jurisdiction, unless we are required to do so by
applicable law. If, however, we are so required, we w1ll not pay any additional, or gross up, amounts, with
respect to the w1thhold1ng or deductlon

We may at any time purchase Notes on the open market or otherwise at any price. We will surrender
all Notes that we redeem or purchase to the trustee for cancellatlon We may not reissue or resell any of
these Notes. ‘ ! ‘

Book-Entry Delivery and Settlemént

We will issue the Notes of each series in the form of one or more permanent global notes in
definitive, fully registered, book-entry form. The global notes will be deposited with or on behalf of The
Depository Trust Company and registered in the name of Cede & Co., as nominee of DTC, or will remain
in the custody of the trustee in accordance with the FAST Balance Certificate Agreement between DTC
and the trustee.
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Beneficial interests in the global notes will be represented through book-entry accounts of financial
institutions acting on behalf of beneficial owners as direct and indirect participants in DTC. Investors may
elect to hold interests in the global notes through either DTC (in the United States) or Cedelbank or
Morgan Guaranty Trust Company of New York, Brussels Office, as operator of the Euroclear System (in
Europe), either directly if they are participants of such systems or indirectly through organizations that are
participants in such systems. Cedelbank and Euroclear will hold interests on behalf of their participants
through customers’ securities accounts in Cedelbank’s and Euroclear’s names on the books of their U.S.
depositaries, which in turn will hold such interests in customers’ securities accounts in the U.S.
depositaries’ names on the books of DTC. Citibank, N.A. will act as the U.S. depositary for Cedelbank,
and The Chase Manhattan Bank will act as the U.S. depositary for Euroclear. '

DTC has advised us as follows:

« DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code
and a “clearing agency” registered under Section 17A of the Securities Exchange Act of 1934

« DTC holds securities that its participants deposit with DTC and facilitates the settlement among
participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in participants’ accounts, thereby chmmatmg the need
for phy51ca1 movement of securities certificates

« Direct participants include securities brokers and dealers, banks, trust companies, clearing
corporations and other organizations

« Access to the DTC system is also available to others such as securities brokers and dealers, banks
and trust companies that clear through or maintain a custodial relationship with a direct part1c1pant
‘either directly or indirectly

» The rules applicable to DTC and its participants are on file with the SEC
DTC has also advised us that:

« DTC’s management is aware that some computer applications, systems and the like for processing
data that are dependent upon calendar dates, including dates before, on and after January 1, 2000,
may encounter ‘““Year 2000 problems.” DTC has informed its participants and other members of
the financial community that it has developed and is implementing a program so that its systéms, as
the same relate to the timely payment of distributions (including principal and income payments)
to securityholders, book-entry deliveries and settlement of trades within DTC, continue to function
appropriately. This program includes a technical assessment and a remediation plan, each of which
is complete. Additionally, DTC’s plan includes a testing phase, which is expected to be completed
within' appropriate time frames.

« DTC’s ability to perform its services properly also is dependent upon other parties, including issuers
and their agents, as well as third-party vendors from whom DTC licenses software and hardware,
and third-party vendors on whom DTC relies for information or the provision -of services, including
telecommunication and electrical utility service providers, among others. DTC has informed the
financial community that it is contacting, and will continue to contact, third-party vendors from
whom DTC acquires services to impress upon them the importance of such services being
Year 2000 compliant and to determine the extent of their efforts for Year 2000 remediation and, as
appropriate, testing of their services. In addition, DTC is in the process of developlng such
contmgency plans as it deerns appropnate

+ The foregoing information with respect to DTC has been provided to the financial commumty for
informational ‘purposes only and is not intended to serve as a representation, warranty or contract
modification of any kind.
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~Cedelbank has advised us that it is incorporated under the laws of Luxembourg as: a professional .
depositary. Cedelbank holds securities for its customers and facilitates the ‘clearance and settlement of
securities transactions between its customers through electronic book-entry changes in accounts of its
customers, thereby eliminating the need for physical movement of certificates. Cedelbank provides to its
customers, among other things, services for safekeeping, administration, clearance and settlement of
mternanonally traded securities and securities lending and borrowing. Cedelbank interfaces. with domestic
markets in several countries. As a financial institution, Cedelbank is subject to regulation by the
Luxembourg Monetary Institute. Cedelbank customers are recognized financial institutioris around the
world, including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations
and other organizations and may include the urlderwriters Indirect access 'to Cedelbank is also available to
others, such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with a Cedelbank customer erther directly or 1nd1rectly ‘

Euroclear has advised us that it was created in 1968 to hold securities for part1c1pants of Euroclear
and to clear and settle transactions between Euroclear participants through simultaneous electronic book-
entry delivery against payment, thereby eliminating the need for physical movement of certificates and any
risk from lack of simultaneous transfers of securities and cash. Euroclear includes various other services,
including securities lending and borrowing and interfaces with domestic markets in several countries.
Euroclear is operated by the Brussels, Belgium office of Morgan Guaranty Trust Company of New York
(the “Euroclear Operator”), under contract with Euroclear Clearance Systems S.C., a Belgian cooperative
corporation (the “Cooperative). All operations are conducted by the Euroclear Operator, and all
Euroclear securities clearance accounts and Euroclear cash accounts are accounts with the Euroclear
Operator, not the Cooperative. The Cooperative. establishes policy for Euroclear on behalf of Euroclear
participants. Euroclear participantsiinclude banks (including central banks), securities brokers .and dealers
and other professional financial intermediaries and may include the underwriters. Indirect access to
Euroclear is also available to other firms that clear through or mamtam a custodlal relatlonshlp with a
Euroclear partlc1pant either d1rectly or indirectly.

The Euroclear Operator is the Belgian branch of a New York banking corporatlon that is a member
bank of the Federal Reserve System. As such, it is regulated and examined by the Board of Governors of
the Federal Reserve System and the, New York State Bankmg Depanmem as well as fhe Belglan Banking
Commission. : ‘

We have prov1ded the followmg descrlptlons of the operatlons and procedures of DTC, Cedelbank and
Euroclear solely as a matter of convenience. These operations and procedures are solely within the control
of those organizations and are sub]ect to change by them from time to time. Neither Conoco, the
underwriters nor the trustee takes any responsrbrhty for these operations or procedures, and you are urged
to contact DTC, Cedelbank and Euroclear or their participants directly to discuss these matters.

. We expect that under procedures established by DTC:

« ‘upon deposit of the global notes with DTC or its custodian, DTC will credit on its internal system
the accounts of direct participants designated by the underwriters with portions of the principal
amounts of the global notes

« ownership of the Notes will be shown on, and the transfer of ownership thereof will be effected only
through, records maintained by DTC or its nominee, with respect to interests of direct participants,
and'the records of direct and indirect participants, with respect to 1nterests of persons other than

‘ ‘partlcrpants

The laws of some jurisdictions may require that purchasers of securities take physical delivery of those
securities in definitive form. Accordingly, the ability to transfer interests in the Notes represented by a
global note to those persons may be limited. In addition, because DTC can act only on behalf of its
participants, who in turn act on behalf of persons who hold interests through participants, the ability of a
person having an interest in Notes represented by a global note 1o pledge or transfer those interests to
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persons or entities that do not participate in DTC’s system, or otherwise to take actions in respect of such
interest, may be affected by the lack of a physical definitive security in respect of such interest.

So long as DTC or its nominee is the registered owner of a global note, DTC or that nominee will be
considered the sole owner or holder of the Notes represented by that global note for all purposes under the
indenture and under the Notes. Except as provided below, owners of beneficial interests in a global note
will not be entitled to have Notes represented by that global note registered in their names, will not
receive or be entitled to receive physical delivery of certificated notes and will not be considered the
owners or holders thereof under the indenture or under the Notes for any purpose, including with respect
to the giving of any direction, instruction or approval to the trustee. Accordingly, each holder owning a
beneficial interest in a global note must rely on the procedures of DTC and, if that holder is not a direct
or indirect participant, on the procedures of the participant through which that holder owns 1ts interest, to
exercise any rights of a holder of Notes under the indenture or the global note.

Neither Conoco nor the trustee will have any responsibility or liability for any aspect of the records
relating to or payments made on account of Notes by DTC, Cedelbank or Euroclear, or for maintaining,
supervising or reviewing any records of those organizations relating to the Notes.

Payments on the Notes represented by the global notes will be made to DTC or its nominee, as the
case may be, as the registered owner thereof. We expect that DTC or its nominee, upon receipt of any
payment on the Notes represented by a global note, will credit participants’ accounts with payments in
amounts proportionate to their respective beneficial interests in the global note as shown in the records of
DTC or its nominee. We also expect that payments by participants to owners of beneficial interests in the
global note held through such participants will be governed by standing instructions and customary practice
as is now the case with securities held for the accounts of customers registered in the names of nominees
for such customers. The participants will be responsible for those payments.

Distributions on the Notes held beneficially through Cedelbank will be credited to cash accounts of its
customers in accordance with its rules and procedures, to the extent received by the U.S. depositary for
Cedelbank. :

Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the
Terms and Conditions Governing Use of Euroclear and the related Operating Procedures of the Euroclear
System, and applicable Belgian law (collectively, the “Terms and Conditions”). The Terms and
Conditions govern transfers of securities and cash within Euroclear, withdrawals of securities and cash
from Euroclear and receipts of payments with respect to securities in Euroclear. All securities in
Euroclear are held on a fungible basis without attribution of specific certificates to specific securities
clearance accounts. The Euroclear Operator acts under the Terms and Conditions only on behalf of
Euroclear pamc1pants and has no record of or relatlonshlp with persons holdmg through Euroclear
participants.

Distributions on the Notes held beneficially through Euroclear will be credited to the cash accounts of
its participants in accordance with.the Terms and Conditions, to the extent received by the U.S. depositary
for Euroclear.

Clearance and Settlement Procedures

Initial settlement for the Notes will be made in immediately avallable funds. Secondary market
trading between DTC participants will occur in the ordinary way in accordance with DTC rules and will
be settled in immediately available funds. Secondary market trading between Cedelbank customers and/or
Euroclear participants will occur in the ordinary way in accordance with the applicable rules and operating
procedures of Cedelbank and Euroclear and will be settled using the procedures applicable to conventional
eurobonds in immediately available funds. ‘ '

Cross-market transfers between persohs holding directly or indirectly through DTC on the one hand,
and directly or indirectly through Cedelbank customers or Euroclear participants, on the other, will be
effected in DTC in accordance with DTC rules on behalf of the relevant European international clearing
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system by the U.S. depositary; however, such ¢ross-market transactions will require delivery of instructions
to the relevant European international clearing system by the counterparty in such system in accordance
with its rules and procedures and within its established deadlines (European time). The relevant European
international clearing system will, if the transaction meets its settlement requirements, deliver instructions
to the U.S. depositary to take action to effect final settlement on its behalf by delivering or receiving the
Notes in DTC, and making or receiving payment in accordance with normal procedures for same-day
funds settlement applicable to DTC. Cedelbank customers and Euroclear participants may not deliver
instructions directly to their U.S. depositaries. .

Because of time-zoné differences, credits of the Notes received in Cedelbank or Euroclear as a result
of a transaction with a DTC participant will be made during subsequent securities settlement processing
and dated the business day following DTC settlement date. Such credits or any transactions in the Notes
settled during such processing will ‘be reported to the relevant Cedelbank customers or Euroclear
participants on such business day. Cash received in Cedelbank or Euroclear as a result of sales of the
Notes by or through a Cedelbank customer or'a Euroclear participant to a DTC participant will be
received with value on the DTC settlement date but will be available in the relevant Cedelbank or
Euroclear cash account only as of the business day following settlement in DTC.

Although DTC, Cedelbank and Euroclear have agreed to the foregoing procedures' to facilitate
transfers of the Notes among participants of DTC, Cedelbank and Euroclear, they are under no obligation
to perform or continue to perform such procedures and such procedures may be discontinued at any time.

Certificated Notes

We will issue certificated notes to each person that DTC identifies as the beneficial owner of the
Notes represented by the global notes upon surrender by DTC of the global notes if either:

« DTC notifies us that it is no longer willing or able to act as a deposrtary for the global notes, and
~we have not appointed a successor deposnary w1th1n 90 days of that notrce ‘

* an event of default has occurred and is contlnumg, and DTC requests the issuance of cernﬁcated
'notes or ‘ ‘ ‘

* we determine not to have the Notes represented by a global note

Neither we nor the trustee will be liable for any delay by DTC, its nominee or any direct or indirect
participant in identifying the beneﬁc1a1 owners of the related Notes. We and the trustee may conclusively
rely on, and will be protected n relymg on, instructions from DTC or its nominee for all purposes,
including with respect to the reglstratlon and delivery, and the respective pnnmpal amounts of the Notes
to be issued.

“If we issue certificated Notes of a series listed on the Luxembourg Stock Exchange, holders in
Luxembourg may obtain certificates at the offices of the transfer agent in Luxembourg. We will make
those certificates available in Luxembourg at the time we deliver certificates to the trustee. If the Notes
are no longer represented by a global note and are no longer deposited with a clearing system such as
DTC, the Luxembourg Stock Exchange has informed us that they will no longer list the Notes.
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United States Taxation of Non-United States Persons

This section discusses certain United States federal income tax consequences of the ownership and

disposition of the Notes either by an individual (a “nonresident alien”) who is not a citizen or resident of
the United States within the meaning of Section 7701 (b) of the Internal Revenue Code of 1986, as
amended, or by a- corporation that is a foreign corporation as to the United States within the meaning of -
Section 7701 (a) of the Internal Revenue Code. '

In the opinion of Baker & Botts, L.L.P., under United States federal tax law as of the date of this

prospectus supplement:

(a) interest income on a Note that is received by a nonresident alien or a foreign corporation
will not be subject to United States federal income tax or withholding under the portfolio interest
exemption if:

« the interest is not effectively connected with the conduct by the recipient of a trade or business
in the United States

- the recipient of the interest does not actually or constructively own 10 percent or more of the
total combined voting power of all classes of our voting stock

- the recipient of the interest, if a foreign corporation, is not a controlled foreign corporation that
is related, within the meaning of Section 864(d) (4) of the Internal Revenue Code, to us by
reason of stock ownership and

» the United States person who would otherwise be required to deduct and withhold tax from
the interest receives a statement (which meets the requirements of Section 871 (h) (5) of the
Internal Revenue Code) that the beneficial owner of the Note on which the interest is paid is
not a United States person '

(b) a nonresident alien or a foreign corporation will not be subject to United States federal
income tax on any gain realized on the sale, exchange or redemption of a Note unless the gain is
effectively connected with that person’s trade or business in the United States or, in the case of an
individual, that individual is present in the United States for 183 days or more in the taxable year in
which the sale, exchange or redemption occurs and certain other conditions are met

(c) Notes owned by an individual who at the time of his death is not a citizen or resident of the
United States will not be subject to United States federal estate tax as a result of his death if the
interest income on the Notes would be eligible for the portfolio interest exemption if a statement
meeting the requirements of Section 871 (h) (5) of the Internal Revenue Code were received

A statement that meets the requirements of Section 871 (h)(5) of the Internal Revenue Code may be

provided either:

(a) by the beneﬁcial owner of a Note under penalties of perjury on a properly completed IRS
Form W-8 (which requires the name and address of the beneficial owner) or

(b) by a securities clearing organization, bank or other financial 1nst1tut10n that holds customers’
securities in the ordinary course of its trade or business (a “financial institution”) and holds the Note
that certifies that such a properly completed Form W-8 has been received from the beneficial owner
of the Note by it or by a financial institution between it and the beneficial owner of the Note

Copies of IRS Form W-8 may be obtained from Kredietbank S.A. Luxembourg, the Luxembourg listing
agent, and when completed by the beneficial owner should be provided to the person through which the
beneficial owner holds the Notes. Changes to the pertinent Treasury regulations that will affect the ways in
which a statement meeting the requirements of Section 871(h)(5) of the Internal Revenue Code may be
prov1ded are scheduled to be effective on January 1, 2000.
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If a statement meeting the requirements of Section 871(h) (5) of the Internal Revenue Code is not
received by the person who would otherwise be required to deduct and withhold tax from the interest or if
the portfolio interest exemption is not available for another reason, then the interest on a Note may be
subject 'to' United States withholding at a rate of 30 percent. Interest on a Note that is effectively
connected with the conduct of a trade or business in the United States by a holder of a Note who is a
nonresident alien or a foreign corporation may ‘be subject to United Statés income tax at rates applicable
to a United States person.

Interest on a Note beneficially owned by a nonresident alien or a foreign corporation will be reported
annually to the IRS on IRS Form 1042S. Neither information reporting on IRS Form 1099 nor backup
w1thhold1ng will apply to. payments of interest on a Note or to amounts received on the sale, exchange or
redemptlon of a Note by a nonresident alien.or a foreign corporation if an IRS Form W-8 is provided as
outlined above and, in the case of amounts recelved on the sale, exchange or redemption of a Notc certain
other 1nf0rmanon is prov1ded

The description above does not deal with all aspects of United States federal income taxation or
withholding that may be relevant to a nonresident alien or a foreign corporation who is the beneficial
owner of a Note. You should consult your own tax advisor for specific advice concerning the ownership
and dlsposmon of a Note. t ‘ t
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Underwriters

Subject to the terms and conditions stated in the underwriting agreement dated the date of this
prospectus supplement, we have agreed to sell to the underwriters named below, for whom Credit Suisse
First Boston Corporation and Salomon Smith Barney Inc. are acting as representatives, the principal
amount of the Notes of each series set forth opposite the name of the underwriter.

Principal Principal - . Principal
Amount Amount Amount
Underwriter ) of 2004 Notes of 2009 Notes of 2029 Notes
Credit Suisse First Boston Corporation . .. ... .. P $ 465,750,000 $258,750,000 $ 655,500,000
Salomon Smith Barney Inc. R . 465,750,000 258,750,000 ‘ 655,500,000
Chase Securities INC. . . ..o oev e e 67,500,000 37,500,000 95,000,000
Goldman, Sachs & Co. ............. e 67,500,000 37,500,000 95,000,000
Lehman Brothers Inc. ......... ... ... ... ... . ..... 67,500,000 37,500,000 ' 95,000,000
Merrill Lynch, Pierce, Fenner & Smith ‘ .
Incorporated ............ .. ...l 67,500,000 37,500,000 95,000,000
Morgan Stanley & Co. Incorporated ................ 67,500,000 37,500,000 ~ 95,000,000
NationsBanc Montgomery Securities LLC........... 67,500,000 37,500,000 95,000,000
The Bank of Tokyo-Mitsubishi, Ltd. ............... 1,687,500 937,500 2,375,000
Bayerische Hypo- und Vereinsbank AG ............ 1,687,500 937,500 2,375,000
Blaylock & Partners, LP. .......... ... . ... .. ... 1,687,500 937,500 2,375,000
Commerzbank Capital Markets Corporation ......... 1,687,500 937,500 2,375,000
Credit Lyonnais Securities (USA) Inc. ............. 1,687,500 937,500 2,375,000
Greenwich NatWest Ltd. (as agent for National
Westminster Bank, Plc) ........................ 1,687,500 937,500 2,375,000
- SG Cowen Securities Corporation . . ................ 1,687,500 937,500 2,375,000
SunTrust Equitable Securities Corporation........... 1,687,500 937,500 2,375,000

Total ... $1,350,000,000  $750,000,000  $1,900,000,000

The underwriting agreemént provides that the underwriters are obligated to purchase all the Notes if
they purchase any of the Notes.

The underwriters propose initially to offer the Notes of each series to the public at the respective
public offering prices set forth on the cover page of this prospectus supplement and to offer some of the
Notes of each series to certain dealers at the public offering prices less a concession not in excess of:

» 0.30% of the principal amount in the case of the 2004 Notes

» 0.40% of the principal amount in the case of the 2009 Notes

* 0.50% of the principal amount in the case of the 2029 Notes
The underwriters may allow, and such dealers may reallow, a concession to certain other dealers not in
excess of:

» 0.25% of the principal amount in the case of the 2004 Notes

» 0.25% of the principal amount in the case of the 2009 Notes

» 0.25% of the principal amount in the case of the 2029 Notes
After the initial public offering, the underwriters may change the public offering prices, concessions and
discounts.

We estimate that our expenses of the offering, excluding underwriting discounts, will be approximately
$1.9 million. :
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Each underwriter has severally represented and agreed that it:

+ has not offered or sold, and prior to the date six months after the date of issue of the Notes, will
.not offer or sell, any Notes to persons in the United Kingdom except to persons whose ordinary
activities involve them in acquiring, holding, managing or disposing of investments (as principal or

" agent) for the purpose of their businesses or otherwise in circumstances which have not resulted
and will not result in an offer to the public in the United Kingdom within the meaning of the
Public Offers of Securities Regulations 1995

- has complied and will comply with all applicable provisions of the Financial Services Act 1986 with
-respect to anythmg done by it in relatlon to the Notes in, from or otherwise 1nvolv1ng the United
Kingdom and

» has only issued or passed on and will only issue or pass on in the United Kingdom any document
received by it in connection with the issue of the Notes to a person who is of a kind described in
‘Article 11(3) of the Financial Services Act 1986 (Investment Advertisements) (Exemptions)
‘Order 1996 or a person to whom the document may otherwise lawfully be issued or passed on

The Notes are a new issue of. securmes ‘with no estabhshed trading market Although we have applied
to list the Notes on the Luxembourg Stock Exchange in accordance with the rules and regulations of that -
exchange we do not currently intend to apply for the listing of the Notes on any other securities exchange
or for quotation of the Notes in any dealer quotation system. We cannot guarantee that hstmg will be
obtained on the Luxembourg Stock Exchange, and settlement of the Notes is not conditioned on obtaining
this listing. We have been advised by the underwriters that one or more of them intend to make a market
in the Notes of each series, but the underwriters are not obligated to.do so and may discontinue any
market-making activities at any time without notice. We can give no assurance as to the liquidity of the
tradmg market for any series of the Notes. ‘ ‘

We have agreed to 1ndemn1fy the underwnters agamst liabilities under the Securities Act of 1933, or
to contrtbute to payments the underwriters may be required to make in respect of any of those liabilities.

The underwriters will reimburse us for certain of our expenses of the offering.

In connection with this offering, the representatives on behalf of the underwriters, may over-allot, or
engage in syndicate covering transactions, stabilizing transactions and penalty bids. Over-allotment involves
syndtcate sales of Notes in excess of the number of Notes to be purchased by the underwriters in the
offering, which creates a syndtcate short position. Syndicate-covering transactions involve purchases of the
Notes. in the open market after the dlstnbutlon has been completed in order to cover syndicate short
posmons Stabilizing transactions consist of certain bids for or purchases of Notes made for the purpose of
preventing or retarding a declme in the market prlce of the Notes while the offering is in progress. Penalty
bids permit the representatives to reclaim a selling concession from a syndicate member when the
representatives, in a syndicate covering transaction, repurchases Notes originally sold by that syndicate
member. These activities may cause the price of the Notes to be higher than it would otherwise be in the
open market in the absence of such transactlons These transactions, if commenced, may be discontinued
at any time.

Sorne of the underwriters or thetr respecttve aﬁihates have performed and may in the future perform
various financial advisory, commercial bankmg and investment banking services for us from time to time,
for which they have received or will receive customary fees. Both Credit Suisse First Boston Corporatton
and Salomon Smith Bamey Inc. served as representatives of the underwriters of our initial public offering, -
for which they received customary compensation. The underwriters may, from time to time, engage in
transactions with us in the ordinary course of business.
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Notice to Canadian Residents

Resale Restrictions

The distribution of the Notes in Canada is being made only on a private placement basis exempt from
the requirement that we prepare and file a prospectus with the securities regulatory authorities in each
province where trades of Notes are effected. Accordingly, any resale of the Notes in Canada must be
made in accordance with applicable securities laws. These laws will vary depending on the relevant
jurisdiction and may require resales to be made in accordance with available statutory exemptions or
pursuant to a discretionary exemption granted by the applicable Canadian securities regulatory authorlty
You are advised to seek legal advice prior to any resale of the Notes.

Representations of Purchasers

Each purchaser of Notes in Canada who receives a purchase confirmation will be deemed to represent
to the dealer from whom that purchaser receives the purchase confirmation that (a) the purchaser is
entitled under applicable provincial securities laws to purchase such Notes without the benefit of a
prospectus qualified under such securities laws, (b) where required by law, the purchaser is purchasing as
principal and not as agent and (c) the purchaser has reviewed the text above under “— Resale
Resmctlons

Rights of Action of Ontario Purchasers

The securities bemg offered are those of a foreign issuer, and Ontano purchasers will not receive the
contractual right of action prescribed by Ontario securities laws. As a result, Ontario purchasers must rely
on other remedies that may be available, 1nclud1ng common law rights of action for damages or rescission
or rights of action under the civil liability provisions of the U.S. federal securities laws. ,

Enforcement of Legal Rights

Conoco Inc., all of our directors and officers as well as the experts named in this prospectus
supplement and the accompanying prospectus may be located outside of Canada and, as a result, it may
not be possible for Canadian purchasers to effect service of process within Canada upon us or such
persons. All or a substantial portion of our assets and the assets of such persons may be located outside of
Canada and, as a result, it may not be possible to satisfy a judgment against us or such persons in Canada
or to enforce a judgment obtained in Canadian courts against us or such persons outside of Canada.

Notice to Brltlsh Columbia Residents

A purchaser of Notcs to whom the Securities Act (British Columbia) apphes is adwsed that.such
purchaser is required to file with the British Columbia Securities Commission a report within ten days of
the sale of any Notes acquired by such purchaser in this offering. That report must be in the form
attached to British Columbia Securities Commission Blanket Order BOR #95/17. Only one such report
must be filed for Notes acquired on the same date and under the same prospectus exemption.

Taxation and Eligibility for Investment

Canadian purchasers of Notes should consult their own legal and tax advisors with respect to the tax
consequences of an investment in the Notes in their particular circumstances and with respect to the
eligibility of the Notes for investment by the purchaser under relevant Canadian legislation.
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Listing and General Informatidn

We have applied to list the Notes on the Luxembourg Stock Exchanve in accordance with the rules
and regulations of that exchange. In connection with the listing application, our Second Amended and
Restated Certificate of Incorporation and by-laws and a legal notice (Notice Legalejrelating to the
issuance of the Notes will have been deposited prior to listing with the Chief Registrar of the District
Court of Luxembourg (Greffier en Chef du Tribunal d’Arrondissement de et a Luxembourg}, where you
may examine these documents and obtain copies upon request.

Copies of the indenture, our Second Amended and Restated Certificate of Incorporation and our
annual, quarterly and current reports will be available for inspection at the main office of Kredietbank S.A.
Luxembourg in Luxembourg as long as the Notes are outstanding. Our annual reports will contain audited
consolidated financial statements, and our quarterly reports will contain unaudited consolidated financial
statements. Kredietbank S.A. Luxembourg will act as intermediary between the Luxembourg Stock
Exchange and us and holders of the Notes. In addmon you may obtain free'copies. of these reports at
Kredietbank S.A. Luxembourg’s office.

PricewaterhouseCoopers LLP are our independent certified public accountants.

Our Board of Directors adopted resolutions relating to the sale and issuance of the Notes on
February 23, 1999.

Other than as disclosed in this prospectus supplement, the prospectus and the documents we have
incorporated by reference, there has been no material adverse change in our financial position since
December 31, 1998. ‘ ‘

We are not involved in litigation, arbltratlon or administrative proceedings relating to claims or
amounts that are material in the context of the issue of the Notes.

The Notes have been accepted for clearance through Euroclear and Cedelbank. The International
Security Identification Number (ISIN) and the CUSIP Number assigned to each series of the Notes is as
follows: ‘

’ ) 2004 Notes 2009 Notes - 2029 Notes
ISIN . ..o P e US208251AC27 US208251AD00  US208251AES82

CUSIP No. ...... e L. 208251 AC 2 208251 AD 0 208251 AE 8

Legal Matters
R. A. Harrington, our Senior Vice President, Légal, and General Counsel, and Baker & Botts, L.L.P.,
Houston, Texas, our outside counsel, will issue opinions about certain legal matters in connection with the

offering of the Notes for us. Cravath, Swaine & Moore, New York, New York, will issue an opinion about
certain legal matters in connection with the offering for the underwriters.

Experts

The financial statements incorporated in the accompanying prospectus by reference to our annual
report on Form 10-K for the year ended December 31, 1998, as amended on March 12, 1999, have been
so incorporated in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given
on the authority of said firm as experts in auditing and accounting.
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About This Prospectus

This prospectus is part of a registration statement that we have filed with the Securities and Exchange
Commission using a “shelf” registration process. Using this process, we may offer the securities described
in this prospectus in one or more offerings with a total initial offering price of up to $4,000,000,000. This
prospectus provides you with a general description of the securities we may offer. Each time we offer
securities, we will provide a prospectus supplement and, if applicable, a pricing supplement. The prospectus
supplement and any pricing supplement will describe the specific terms of that offering. The prospectus
supplement and any pricing supplement may also add, update or change the information contained in this
prospectus. Please carefully read this prospectus, the prospectus supplement and any pricing supplement, in
addition to the information contained in the documents we refer to under the heading “Where You Can
Find More Information.”

Where You Can Find More Information

We file annual, quarterly and special reports, proxy statements and other information with the SEC.
You can read and copy any materials we file with the SEC at the SEC’s Public Reference Room at 450
Fifth Street, N.W., Washington, D.C. 20549 and at the SEC’s regional offices located at Seven World
Trade Center, Ncw York, New York 10048, and at 500 West Madison Street, Chicago, Illinois 60661.

You can obtain information about the operation of the SEC’s Public Reference Room by calling the SEC
at 1-800-SEC-0330. The SEC also maintains a Web site that contains information we file electronically
with the SEC, which you can access over the Internet at http://www.sec.gov. You can obtain information
about us at the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005 or
by visiting our Web site at http://www.conoco.com.

This prospectus is part of a registration statement we have filed with the SEC relating to the debt
securities. As permitted by SEC rules, this prospectus does not contain all of the information we have
included in the registration statement and the accompanying exhibits and schedules we file with the SEC.
You may refer to the registration statement, the exhibits and schedules for more information about us and
our debt securities. The registration statement, exhibits and schedules are available at the SEC’s Public
Reference Room or through its Web site. ‘

The SEC allows us to “incorporate by reference” the information we file with them, which means
that we can disclose important information to you by referring you to those documents. The information
we incorporate by reference is an important part of this prospectus, and later information that we file with
the SEC will automatically update and supersede this information. We incorporate by reference the
documents listed below, and any future filings we make with the SEC under Section 13(a), 13(c), 14 or
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15(d) of the Securties Exchange Act of 1934 until we sell all the debt securities. The documents we
incorporate by reference are:

« our annual report on Form 10 K for the year ended December 31, 1998, as amended on March 12,
1999 ‘ ‘ ‘ ‘

* our current report on Form 8- K as ﬁled w1th the SEC on March 23 1999

. You may request a copy of these filings (other than an exhibit to those filings unless we have
spec1ﬁcally incorporated that exhibit by reference into the filing), at no cost, by writing or telephoning us
at the following address: ‘

Conoco Inc.

600 North Dairy Ashford
Houston, Texas 77079
Attention: Capital Markets
Telephone: (281) 293-2648

You should rely only on the information we have provided or incorporated by reference in this
prospectus or any prospectus supplement. We have not authorized any person (including any salesman or
broker) to provide information other than that provided in this prospectus or any prospectus supplement.
We have not authorized anyone to provide you with different information. We are not making an offer of
these securities in any state where the offer is not permitted. You should not assume that the information
in this prospectus or any prospectus supplement is accurate as of any date other than the date on the
front of the document.



Forward-Looking Information

This prospectus, including the information we incorporate by reference, includes forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. You can identify our forward-looking statements by the words “‘expects,”
“Iintends,” “plans, J0

77 &< 23

rojects,” “believes,” “estimates’” and similar expressions.
kl

We have based the forward-looking statements relating to our operations on our current expectations,
estimates and projections about us and the petroleum industry in general. We caution you that these
statements are not guarantees of future performance and involve risks, uncertainties and assumptions that
we cannot predict. In addition, we have based many of these forward-looking statements on assumptions
about future events that may prove to be inaccurate. Accordingly, our actual outcomes and results may
differ materially from what we have expressed or forecast in the forward-looking statements. Any
differences could result from a variety of factors, including the following:

» fluctuations in crude oil and natural gas prices and refining and marketing margins

» failure or delays in achieving expccted:pi'oduction from oil and gas de?eloprﬂent pr‘o‘jects‘

. ﬁncertainties inherent in predicting oil aﬁd gas reserves and oil and gas resel"voir‘ pcrfoﬁﬁénce
« lack of exploratioﬁ success.

» disruption or interruption of our production facilities due to accidents or political events

« international monetary conditions and exchange controls

« liability for remedial actions under environmental regulations

« disruption to our operations due to untimely or incomplete resolution of Year 2000 issues
by us or other entities

« liability resulting from litigation
+ world economic and political conditions

« changes in tax and other laws applicable to our business

About Conoco

Conoco Inc. is a major, integrated, international energy company operating in 40 countries worldwide.
We were founded in 1875 and are involved in both the “Upstream” and “Downstream” segments of the
petroleum business. Upstream activities include exploring for and developing, producing and selling crude
oil, natural gas and natural gas liquids. Downstream activities include refining crude oil and other
feedstocks into petroleum products, buying and selling crude oil and refined products and transporting,
distributing and marketing petroleum products.

In this prospectus, we refer to Conoco Inc., its wholly owned and majority owned subsidiaries and its
ownership interest in equity affiliates as “we,” unless the context clearly indicates otherwise. Our ownership
interest in equity affiliates includes corporate entities, partnerships, limited liability companies and other
ventures in which we exert significant influence by virtue of our ownership interest, typically between 20
and 50 percent.



Use of Proceeds

Unless we 1nform you otherw15e in the prospectus supplement we will use the net proceeds from the
sale of the offered securities for general corporate purposes. These purposes may include repayment and
refinancing of debt (including debt owed to E. I. du Pont de Nemours and Company), acquisitions,
working capital, capital expenditures and repurchases and redemptions of securities. Pending any specific
application, we may initially invest' funds in short-term marketable securities or apply them to the
reduction of short-term indebtedness.

Ratio of Earmngs to Fixed C harges |

Our ratio of earnings to fixed charges for each of the periods shown is as follows

Year Ended December 31,
1998 - 1997 1996 1995 1994

Ratio of earnings to fixed charges . ......... ... .. ... .. ... . 32x 0 129x 11.6x  73x 7.3x

Ratio of earnings before special items to fixed charges ........... 46x 124x  11.5x  7.7x. 8.0x

We have computed the ratios ‘of earnings to fixed charges by dividing earnings by fixed charges. For
this purpose, “earnings” consist of income before income taxes and extraordinary items and fixed charges.
“Fixed charges™ consist of interest. expense, capitalized interest, amortization of debt expense and that
portion of annual rental expense we have deemed to represent the interest factor.

For the ratio of earmngs before special 1tems to fixed charges, we have excluded spec1a1 items from
the computation of earnings. Special items are material nonrecurring items and generally consist of asset
sales, property impairments, tax rate changes, employee separation costs, inventory write-downs,
environmental insurance litigation recoveries, environmental litigation charges and, in 1998, stock option
provision. For more information about our special items, please read “Results of Operations — Special
Items” beginning on page 45 in Item 7 of our annual report on Form 10 K for the year ended
December 31, 1998, as amended on March 12, 1999. ‘

Descrlptlon of Debt Securltles

The debt securities covered by this prospectus will be our general unsecured obhgatlons The debt
securities will be issued under an 1ndenture between us and a trustee that we will name'in the prospectus
supplement. ‘

We have summarized selected provisions of the indenture and the debt securities below. This
summary is not complete. We have filed the form of the indenture with the SEC as an exhibit to the
registration statement,.and you should read the indenture for provisions that may be important to you.

In this summary description of the debt securities, all references to us mean Cornoco Inc. only, unless
we state otherwise or the context clearly indicates otherwise.

General

The debt securities will constitute senior debt and will rank equally with all of our unsecured and
unsubordinated debt. The indenture does not limit the amount of debt that we may issue under the
indenture, nor does it limit the amount of other unsecured debt or securities that we may issue. We may
issue debt securities under the indenture from time to time in one or more series, each in an amount we
authorize prior to issuance. ‘

‘We currently conduct substantially all our operations through our subsidiaries, and our subsidiaries
generate substantially all our operating income and cash flow. As a result, distributions or advances from '
our subsidiaries are the principal source of funds necessary to meet our debt service obligations.
Contractual provisions or laws, as well as our subsidiaries’ financial condition and operating requirements,
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may limit our ability to obtain cash from our subsidiaries that we require to pay our debt service
obligations, including payments on the debt securities. In addition, holders of the debt securities will have
a junior position to the claims of creditors of our subsidiaries on their assets and earnings.

Other than the restrictions on liens and sale/leaseback transactions described below, the indenture and
the debt securities do not contain any covenants or other provisions designed to protect holders of the debt
securities in the event we participate in a highly leveraged transaction. The indenture and the debt
securities also do not contain provisions that give holders of the debt securities the right to require us to
repurchase their securities in the event of a decline in our credit ratings resulting from a takeover,
recapitalization or similar restructunng or otherwme

The prospectus supplement relatlng to any series of debt securities belng offered will include specific
terms relating to the offering. These terms will include some or all of the following:

«+ The title of the debt securities
« The total principal amount of the debt securities

» Whether we will issue the debt securities in individual certificates to each holder or in the
form of temporary or permanent global securities held by a depository on behalf of holders

+ The date or dates on Wthh the principal of and any premium on the debt securities w111 be
payable

* Any interest rate, the date from which interest will accrue, 1nterest payment dates and record
dates for interest paymcnts

« Whether and under what circumstances any additional amounts with respect to the debt
securmes will be payable

« The place or places where paymenté on the debt securities will be payable

» Any provisions for optional redemption or early repayment

+ Any provisions that would obligate us to redeem, purchase or repay debt securities
« The denominations in which we will issue the debt securities

* Whether payments on the debt securities will be payable in foreign curréncy or currency units
or another form and whether payments will be payable by reference to any index or formula

* The portion of the principal amount of debt securities that will be payable if the maturity is
accelerated, if other than the entire principal amount

» Any additional means of defeasance of the debt securities, any additional conditions or
limitations to defeasance of the debt securities or any changes to those conditions or limitations

» Any changes or additions to the events of default or covenants described in this prospectus
» Any restrictions or other provisions relating to the transfer or exchange of debt securities
* Any terms for the conversion or exchangc of the debt securities for other securities of us or

any other entity

We may sell the debt securities at a discount (which may be substantial) below their stated principal
amount. These debt securities may bear no interest or interest at a rate that at the time of issuance is .
below market rates. We will describe in the prospectus supplement any matenal United States federal
income tax consequences and other special considerations.

If we sell any of the debt securities for any foreign currency or currency unit or if payments on the
debt securities are payable in any foreign currency or currency unit, we will describe in the prospectus
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supplement the restrictions, elections, tax consequences, specific terms and other information relatmg to
those debt'securities and the foreign currcncy or currency unit.

Restnctlve Covenants

We have agreed to two pnnc1pa1 restnctlons on our activities for the benefit of holders of the debt
securities. The restrictive covenants summarized below will apply to.a series of debt secuntles (unless
waived or amended) as long as any of those debt securities are outstanding, unless the prospectus
supplement for the series states otherwise. We have used in this summary description capitalized terms
that we have defined below under “— Glossary.” In this description of the covenants only, all references to
us mean Conoco Inc. and its principal domestic subsidiaries, unless the context clearly indicates otherwise.
Our principal domestic subsidiaries are those that have substantially all their assets in the United States
and that own a Principal Property.. ‘

Ltmztatlon on Liens G

We have agreed that we w111 issue, assume or guarantee debt for borrowed money secured by a lien
upon a Principal Property or shares of stock or debt of any of our principal domestic subsidiaries only if we
secure the debt securities equally and ratably ‘with or prior to the debt secured by that lien. If we so secure
the debt securities, we have the option to secure any of our other debt or obligations equally and ratably
with or prior to the debt secured by the lien and, accordlngly, equally and ratably with the debt secuntles
This covenant has exceptions that permit: ‘ !

(a) Liens existing on the date we first issue a series of debt securities

(b) Liens on the property, assets, stock, equity or debt of any entity existinig at the time we
acquire that entity or its property or at the time the entity becomes a principal domestic subsidiary

(c) Liens on assets either:
+ existing at the time we acquire the assets’

« securing all or part of the cost of acquiring, constructing, improving, developing or
expanding the assets or

.» securing debt to ﬁnance the purchase price of the assets or r the cost of constructmg,
improving, developing or expanding the assets that was incurred before, at.or within
12 months after the acqulsmon or completlon of the assets or the1r commencmg
commercial operation ‘

(d) Liens on spemﬁc assets to secure debt incurred to provide funds for the cost of exploration,
drilling or development of those assets

(e) Intercompany liens in favor of us

(f) Liens securing industrial development, pollution control or other revenue bonds of a domestic
government entity ‘ ‘

" (g) Statutory or other liens arising in the ordinary course of our business and relating to amounts
that are not yet delinquent or that we are contesting in good faith

(h) Any extensions, substitutions, replacements or renewals of the above-described liens or any
debt secured by these liens if both

» the new lien is llmlted to the property (plus any improvements) secured by the 1
original lien and

» the amount of debt secured by the new lien and not otherwise permitted does not
materially exceed the amount of debt refinanced plus any costs incurred to refinance
the debt ‘



In addition, without securing the debt securities as described above, we may issue, assume or
guarantee debt that this covenant would otherwise restrict in a total principal amount that, when added to
all of our other outstanding debt that this covenant would otherwise restrict and the total amount of
Attributable Debt outstanding for Sale/Leaseback Transactions, does not exceed a ‘‘basket” equal to 10%
of Consolidated Net Tangible Assets. When calculating this total principal amount, we exclude from the
calculation Attributable Debt from Sale/Leaseback Transactions in connection with which we have
purchased property or retired or defeased debt as described in clause (b) below under “Limitation on
Sale/Leaseback Transactions.”

For these purposes, “debt” includes all notes, bonds, debentures or similar evidences of debt for
money borrowed. The following types of transactions do not create “debt” secured by “liens” within the
meaning of this covenant: ‘

(a) The sale or other transfer of either:

« oil, gas or other minerals in place for a period of time until, or in an amount such that,
the purchaser will realize from those minerals a specified amount of money or a spcmﬁed
amount of those minerals or

+ any other interest in property commonly referred to as a “production‘paymen‘t’j’ ‘

- (b) The mortgage or pledge of our property in favor of the United States, any state of the
United States or any department, agency or instrumentality of either, to secure payments under any
contract or statute

Limitation on Sale/Leaseback Transactions

We have agreed that we will enter into a Sale/Leaseback Transaction only if at least one of the
following applies:

(a) We could incur debt in a principal amount equal to the Attributable Debt for that Sale/
Leaseback Transaction and, without violating the “Limitation on Liens™ covenant, could secure that
debt by a lien on the property to be leased without equally and ratably securing the debt securities.

(b) Within the period beginning six months before the closing of the Sale/Leaseback
Transaction and ending six months after the closmg, we apply the net proceeds of the Sale/Leaseback
Transactlon elther

« to the voluntary defeasance or retirement of any debt securities or Funded Debt or

e to the acquisition, exploration, drilling, development, construction, improvement or
expansion of one or more Principal Properties

Any amount of the net proceeds we do not apply for these purposes will be subject to the limitation
described in (a). For purposes of these calculations, the net proceeds of the Sale/Leaseback
Transaction means the net proceeds of the sale or transfer of the property leased in the Sale/
Leaseback Transaction (or, if greater, the fair value of that property at the time of the Sale/
Leaseback Transaction as determlned by our board of directors) ad_]usted to reﬂect the remaining
term of the lease. \ ‘

Glossary

“Attributable Debt” means the present value of the rental payments during the remaining term of the
lease included in the Sale/Leaseback Transaction. To determine that present value, we use a discount rate
equal to the lease rate of the Sale/Leaseback Transaction. For these purposes, rental payments do not
include any amounts we are required to pay for taxes, maintenance, repairs, insurance, assessments,
utilities, operating and labor costs and other items that do not constitute payments for property rights. In
the case of any lease that we may terminate by paying a penalty, if the net amount would be reduced if
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we terminated the lease on the first date that it could be terminated, then this lower net amount will be
used

“Consohdated Net Tanglble Assets” means the total amount of assets (after deductlng apphcable
accumulated depreciation, depletlon and amortlzatlon and other reserves and other properly deductible
items) less ‘

» all current liabilities (excluding liabilities that are extendable or renewable at our option to a
date more than 12 months after the date of calculation and excluding current maturities of
long-term debt) and

. all goodwﬂl trade names, trademarks patents, unamortized debt dlscount and expense and
other like intangible assets

We will calculate our Consolidated Net Tangible Assets based on our most recent. quarterly balance sheet.
The term “debt” means all notes, bonds, debentures or similar evidences of debt for money borrowed.

“Funded Debt” means all debt that matures on or is renewable to a date more than one year after the
date the debt is incurred. ‘ ‘ ‘

“Principal domestic subsidiary” means a subsidiary that has substantially all its assets in the United
States and that owns a Principal Property. ‘

“Principal Property” means any oil or gas producing property located onshore or offshore of the
United States or any refinery or manufacturing plant located in the United States. This term excludes any
property, refinery or plant that in our Board’s opinion is not materially important to the total business
conducted by us and our consolidated subsidiaries. This term also excludes any transportatlon or marketlng
facilities or assets.

“Sale/Leaseback Transaction”” means any arrangement with anyone under which we lease any .
Pnncrpal Property that we have or will sell or transfer to that person. This term excludes the following:

. temporary leases for a term of not more than three years

'+ intercompany leases between us-and one of our subsidiaries or between two or more of our
subsidiaries ‘

» leases of a Principal Property executed by the time of or within 12 months after the
acquisition, the completion of construction or improvement, or the commencement of
commercial operation of the Principal Property

* arrangements under any provision of law with an effect similar to the former Sec-
tion 168(f) (8) of the Internal Revenue Code of 1954

Consolidation, Merger and Sale of Assets

The indenture generally permits a consolidation or merger between us and another entity. It also
permits the sale by us of all or substantially all of our assets. We have agreed, however, that we will
consolidate with or merge into any entity or transfer or dispose of all or substantially all of our assets to
any entlty only if:

+ we are the contmulng corporatlon or

» .if we are not the continuing corporation, the resulting entity is organized and existing under the
laws of any United States jurisdiction and assumes the due and punctual payments on the debt
securities and the performance of our covenants and obligations under the indenture and the
debt securities and ‘

« .in either case, immediately after giving effect to the transaction, no default or event of default
would occur and be continuing or would result from the transaction i ‘
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Events of Default

Unless we inform you otherwise in the prospectus supplement, the followmg are events of default with
respect to a series of debt securities: '

« our failure to pay interest on that series of debt securities for 30 days
» our failure to pay principal of or any premium on that series of debt securities when due
« our failure to redeem, purchase or repay debt securities of that series

» our failure to comply with any of our covenants or agreements in that series of debt securities
or the indenture (other than an agreement or covenant that we have included in the indenture
solely for the benefit of other series of debt securities) for 90 days after written notice by the
trustee or by the holders of at least 25% i in principal amount of all outstanding debt secuntles
affected by that fallure

* certain events mvolvmg bankruptcy, insolvency or reorganization of Conoco Inc.

 any other event of default provided for that series of debt securities

A default under one series of debt securities will not necessarily be a default under another series.
The trustee may withhold notice to the holders of the debt securities of any default or event of default
(except in any payment on the debt securities) if the trustee considers it in the interest of the holders of
the debt securities to -do so.

If an event of default for any series of debt securities occurs and is continuing, the trustee or the
holders of at least 25% in principal amount of the outstanding debt securities of the series affected by the
default (or, in some cases, 25% in principal amount of all debt securities affected, voting as one class)
may require us to pay the principal of and all accrued and unpaid interest on those debt securities. If an
event of default relating to certain events of bankruptcy, insolvency or reorganization occurs, the principal
of and interest on all the debt securities will become immediately due and payable without any action on
the part of the trustee or any holder. The holders of a majority in principal amount of the outstanding debt
securities of the series affected by the default (or of all debt securities affected, voting as one class) may
in some cases rescind this accelerated payment requirement.

A holder of a debt security of any series may pursue any remedy under the indenture only if:
+ the holder gives the trustee written notice of a éontinuing event of default for that series

» the holders of at least 25% in principal amount of the outstanding debt securities of that series
make a written request to the trustee to pursue the remedy

« the holder offers to the trustee indemnity reasonably satisfactory to the trustee
« the trustee fails to act for a period of 60 days after receipt of notice and offer of indemnity and

« during that 60-day period, the holders of a majority in principal amount of the debt securities
of that series do not give the trustee a direction inconsistent with the request

This provision does not, however, affect the right of a holder of a debt secunty to sue for enforcement
of any overdue payment.

In most cases, holders of a majority in principal amount of the outstanding debt securities of a series
(or of all debt securities affected, voting as one class) may direct the time, method and place of

» conducting any proceeding for any remedy available to the trustee

» exercising any trust or power conferred on the trustee not relating to or arising under an event
of default
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The indenture requires us to file each year with the trustee a written statement as 5 to our compliance
with the covenants contained in the indenture.

Modification and Waiver

- ‘We may amend or supplement the.indenture if the holders of a majority in principal amount of the
outstanding debt securities of all series affected by the amendment or supplement (acting as one class)
consent to it. Without the consent ‘of the holder of each debt security affected, however, no modification

may:

reduce the amount of debt securities whose holders must consent to an amendment,
supplement or waiver

reduce the rate of or change the time for payment of interest on the debt security

reduce the principal of the debt security or change its stated maturity

reduce any premium payable on the redemption of the debt security or change the time at

which the debt security may or must be redeemed

change any obhgatlon to pay addltlonal amounts on the debt securlty

make payments on the debt secunty payable in currency other than as onglnally stated:in the

_debt security

impair the holder’s right to 1nst1tute su1t for the enforcement of any payment on the debt

security

make any change in the percentage of principal amount of debt securities necessary to waive

compliance with certain provisions of the indenture or to make any change in this provision for
modification

‘waive a continuing default or event of default regarding any payment on the debt securities

We may amend or supplement the indenture or waive any provision of it without the consent of any
holders of debt securities in certain circumstances, including

to cure any ambiguity, omission, defect or inconsistency

to prov1de for the assumptlon of our obhgatlons under the 1ndenture by a successor upon any

merger, consolidation or asset transfer

to provide for uncertificated debt securities in addition to or in place of certificated debt
securities or to prov1de for bearer debt securities

to provide any security for or guarantees of any series of debt securities

to comply with any requirement to effect or maintain the qualification of the indenture under
the Trust Indenture Act of 1939

to add covenants that would benefit the holders of any debt secuntles or to surrender any
nghts we have under the 1ndenture ‘

to add events of default with respect to any debt securities -

to make any change that does not adversely affect any outstandlng debt securities of any series
in any material respect ‘ : :

The holders of a majority in principal amount of the outstanding debt securities of any series (or of
-all debt securities affected, voting as one class) may waive any existing or past default or event of default
with respect to those debt securities. Those holders may not, however, waive any default or event of
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default in any payment on any debt security or compliance with a provision that cannot be amended or
supplemented without the consent of each holder affected.

Defeasance

When we use the term defeasance, we mean discharge from some or all of our obligations under the
indenture. If we deposit with the trustee funds or government securities sufficient to make payments on the
debt securities of ‘a series on the dates those payments are due and payable, then, at our option, either of
the following will occur:

« we will be discharged from our obligations with respect to the debt securities of that series
(“legal defeasance™) or

- we will no longer have any obligation to comply with the restrictive covenants under the
indenture, and the related events of default will no longer apply to us (“covenant defeasance”)

If we defease a series of debt securities, the holders of the debt securities of the series affected will
not be entitled to the benefits of the indenture, except for our obligations to register the transfer or
exchange of debt securities, replace stolen, lost or mutilated debt securities or maintain paying agencies
and hold moneys for payment in trust. In the case of covenant defeasance our obligation to pay principal,
premium and interest on the debt securities will also survive. ‘

Unless we inform you otherwise in the prospectus supplement, we will be required to deliver to the
trustee an opinion of counsel that the deposit and related defeasance would not cause the holders of the
debt securities to recognize income, gain or loss for federal income tax purposes. If we elect legal
defeasance, that opinion of counsel must be based upon a ruling from the United States Internal Revenue
Service or a change in law to that effect. ‘

Governing Law

New York law will govern the indenture and the debt securities.

N

Trustee

If an event of default occurs and is continuing, the trustee will be required to use the degree of care
and skill of a prudent man in the conduct of his own affairs. The trustee will become obligated to exercise
any of its powers under the indenture at the request of any of the holders of any debt securities only after
those holders have offered the trustee indemnity reasonably satisfactory to it.

The indenture contains limitations on the right of the trustee, if it becomes one of our creditors, to
obtain payment of claims or to realize on certain property received for any such claim, as security or
otherwise. The trustee is permitted to engage in other transactions with us. If, however, it acquires any
conflicting interest, it must eliminate that conflict or resign.

Form, Exchange, Registration and Transfer

We will issue the debt securities in registered form, without interest coupons. We will not charge a
service charge for any registration of transfer or exchange of the debt securities. We may, however, require
the payment of any tax or other governmental charge payable for that registration.

Debt securities of any series will be exchangeable for other debt securities of the same series, the
same total principal amount and the same terms but in different authorized denominations in accordance
with the indenture. Holders may present debt securities for registration of transfer at the office of the

. security registrar or any transfer agent we designate. The security registrar or transfer agent will effect the

transfer or exchange when it is satisfied with the documents of title and identity of the person making the
request.
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We have appointed the trustee as security registrar for the debt securities. If a prospectus supplement
refers to any transfer agents initially designated by us, we may at any time rescind that designation or
approve a change in the. location through which any transfer agent acts. We are required to. maintain an
office or agency for transfers and exchanges in each place of payment. We may at any time designate
additional transfer agents for any series of debt securities.

In the case of any redemption, neither the security registrar nor the transfer agent w1ll be requ1red to
register the transfer or exchange of any debt security either:

+ during a period beginning 15 business days prior to the mailing of the relevant notice of
redemption and ending on the close of business on the day of mailing of such notice or

« if we have called the debt security for redemption in whole or in part, except the unredeemed
portion of any debt security being redeemed in part

Payment and Paying Agents

Unless we inform you otherwise in a prospectus supplement, payments on the debt securities will be
made in U.S. dollars at the office of the trustee. At our option, however, we may make payments by check
mailed to the holder’s registered address or, with respect to global debt securities, by wire transfer. Unless
we inform you otherwise in a prospectus supplement, we will make interest payments to the person in
whose name the debt security is registered at the close of business on the record date for the interest
payment. ‘

Unless we inform you otherwxse in a prospectus supplement the 'trustee will be de51gnated as our
paying agent for payments on debt securities issued under the indenture. We may at any time designate
additional paying agents or rescind the de51gnat10n of any paying agent or' approve a change in the office
through which any paying agent acts

Subject to the requirements of any apphcable abandoned property laws the trustee and paying agent

_shall pay to us upon written request any money held by them for payments on the debt securities that
‘remain unclaimed for two years after the date upon which that payment has become due. After payment

to us, holders entitled to the money must look to us for payment. In that case, all liability of the trustee or
paying agent with respect to that money will cease.

Book- Entry Debt Securities

We may issue the. debt secuntles of a series in the form of one or more global debt securities that
would be deposited with a deposrcary or its nominee identified in the prospectus supplement We may issue
global debt securities in either temporary or permanent form. We will describe in the prospectus
supplement the terms of any depositary arrangement and the rights and limitations of owners of beneficial
interests in any global debt security.
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Plan of Distribution

We may sell the offered securities in and outside the United States (a) through underwriters or
dealers, (b) directly to purchasers or (c) through agents. The prospectus supplement will include the
following information: ‘ ‘

* the terms of the offering

» the names of any underwriters or agents

« the purchase price of the securities from us

« the net proceeds to us from the. sale of the securities

 any delayed delivery arrangements

« any underwriting discounts and other items constituting underwriters’ compensation
* any initial public offering price ‘ '

- any discounts or concessions allowed or reallowed or paid to dealers.

Sale Through Underwriters or Dealers

If we use underwriters in the sale, the underwriters will acquire the debt securities for their own
account. The underwriters may resell the securities from time to time in one or more transactions,
including negotiated transactions, at a fixed public offering price or at varying prices determined at the
time of sale. Underwriters may offer securities to the public either through underwriting syndicates
represented by one or more managing underwriters or directly by one or more firms acting as underwriters.
Unless we inform you otherwise in the prospectus supplement, the obligations of the underwriters to
purchase the securities will be subject to certain conditions, and the underwriters will be obligated to
purchase all the offered securities if they purchase any of them. The underwriters may change from time
to time any initial public offering price and any discounts or concessions allowed or reallowed or paid to
dealers. ‘ e

During and after an offering through underwriters, the underwriters may purchase and sell the
securities in the open market. These transactions may include overallotment and stabilizing transactions
and purchases to cover syndicate short positions created in connection with the offering. The underwriters
may also impose a penalty bid, whereby selling concessions allowed to syndicate members or other broker-
dealers for the offered securities sold for their account may be reclaimed by the syndicate if such offered -
securities are repurchased by the syndicate in stabilizing or covering transactions. These activities may
stabilize, maintain or otherwise affect the ‘market price of the offered securities, which may be higher than
the price that might otherwise prevail in the open market. If commenced, these activities may be
discontinued at any time. ‘ ‘

If we use dealers in the sale of securities, we will sell the securities to them as principals. They may
then resell those securities to the public at varying prices determined by the dealers at the time of resale.
We will include in the prospectus supplement the names of the dealers and the terms of the transaction.

Direct Sales and Sales Through Agents

We may sell the securities directly. In this case, no underwriters or agents would be involved. We
may also sell the securities through agents we designate from time to time. In the prospectus supplement,
we will name any agent involved in the offer or sale of the offered securities, and we will describe any
commissions payable by us to the agent. Unless we inform you otherwise in the prospectus supplement,
any agent will agree to use its reasonable best efforts to solicit purchases for the period of its appointment.

We may sell the securities directly to institutional investors or others who may be deemed to be
underwriters within the meaning of the Securities Act of 1933 with respect to any sale of those securities.
We will describe the terms of any such sales in the prospectus supplement.
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Delayed Delivery Contracts

If we so indicate in the prospectus supplement, we may authorize agents, underwriters or dealers to
solicit offers from certain types of institutions to purchase securities from us at the public offering price
under delayed delivery contracts. These contracts would provide for payment and delivery on a specified
date in the future. The contracts would be subject only to those conditions described in the prospectus
supplement. The prospectus supplement will describe the commission payable for solicitation of those
contracts.

General Information

We may have agreements with the agents, dealers and underwriters to indemnify them against certain
civil liabilities, including liabilities under the Securities Act of 1933, or to contribute with respect to
payments that the agents, dealers or underwriters may be required to make. Agents, dealers and

.underwriters may be customers of, engage in transactions with or perform services for us in the ordinary

course of their businesses.

Legal Opinions

R. A. Harrington, our Senior Vice President, Legal, and General Counsel, or another of our lawyers,
or Baker & Botts, L.L.P., Houston, Texas, our outside counsel, will issue an opinion about the legality of
the offered securities for us. Any underwriters w111 be advised about other issues relatmg to any offering by
their own legal counsel.

Experts

The financial statements incorporated in this prospectus by reference to the annual report on Form
10-K for the year ended December 31, 1998, as amended on March 12, 1999, have been so incorporated
in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the authority
of said firm as experts in auditing and accounting.
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