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Consolidated Medium-Term Management Plan — Overview

Supply Department Distribution Department
(Enhance competitiveness) (Structural reform in distribution)
Infrastructure provided * All figures are final goals to meet.

Improve capacity use _

(by reducing some by Cosmo Oil

atmospheric distillation
capacity)

Additional value Auto B-cle network
creation (780 SSs)
Tangible (gasoline, IPP)
Intangible (margin and revenue

U

improvements) (¥11.9 bn)

Rationalization _ Double the auto-mobile fuel
Energy saving Self-Service SSs sales ratio via
Reduce repair & ] )
maintenance (710 SSs) each of direct selling and
and labor expenses

(¥11.4 bn) marketing subsidiaries

A\

Environmental

egulation management
(Investment in gasoline quality COSIT]Q The Card
improvement: ¥13.9 bn) (372 million cards
(Investment in diesel fuel quality i
improvement: ¥0) In fOI’CG)

Maximize customer satisfaction

Increases industrial fuel sales
Reduce interest-bearing ratio via each of direct selling
debts to ¥520 bn and marketing subsidiaries
Dependence rate down to 42.0% from 13% to 18% A
]
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Achievements in Rationalization and Value Creation in First Half
Year and Outlook — FY2003 on A Non-Consolidated Basis

Actual benefits brought by rationalization and value creation efforts in H1 FY2003
Plan: ¥6.0 billion; Actual results: ¥6.1 bn; Achievement level: 101.7% of H1 FY2002

Outlook for FY2003
Plan: ¥14.2 bn; Actual results: ¥14.5 bn; Achievement level: 102.1% of FY2003

(Unit: 100 Million Yen)

-

Rationalization

Supply

Sales & Marketing

Logistics

*“Actual + Outlook” figure below combines H1
FY2003 actual + H2 FY2003 estimate

Plan

Actual + Outlook

Plan

Actual + Outlook

Plan

Consolidated “* Medium-Term Management Plan”
Rationalization and Value Creation Benefits by Department — Plan and Outlook

25 30 35 40

15

20

(Unit: 100 Million yen)

45

50

T T

17
17

37
37

~

Benefits by Department
(rationalization + value creation)

Hl Hi1FY2003
21 Full year outlook

(Unit: 100 Million Yen)

O H2 FY2003 o
Actual + Outlook Supply
‘ ‘ Total
Sales and
Administration, etc. Plan 11 21 ¥14.5 bn u Marketing
Actual + Outlook 11 21 [ togistics
‘ [0 Administration
Supply |
< Plan 17 Il New Business
'§ Actual + Outlook | 16 J
5 N ‘ =
g Sales & Marketing Plan 22
¢_>U Actual + Outlook 26 | 47
New Business, etc. Plan
Actual + Outlook
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Interest-Bearing Debt Reduction — Actual and Outlook

Actual Level of Interest-Bearing Debts Reduced As Of
Sept. 30, 2003 and Outlook

/

7,000

6,500

6,000

5,500

5,000

4,500

4,000

3,500

3,000

Consolidated Interest-Bearing Debt Reductions — Actual and Outlook

47.7%
/. Goal of the
i Sy, Medium-Term
15.1% EL o Management
Ny
"y Plan
Actual level as of "taa, 7
LN N
Sept 30, 2003 Dy ves 42.0%
ay g . .
5,732
5,626 ’ §
5,20
 — Interest-bearing debt amount (consolidated; 100 mil yen) ||
—e— |nterest bearing debt dependency ratio (consolidated) )

Mar. 31, 2003 Sept. 30, 2003

Mar 31, 2006 goal

50%

45%

40%

35%

30%

25%

Interest-Bearing Debt Dependency ratio (%)

y
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Supply Strategy:
Ogtimization of Refining Cagacitx and Utilization Ratio

Objective of the Medium-Term Management Plan

Reduce combined atmospheric distillation capacity at Yokkaichi and
Sakaide Refineries by 50,000 BD after Spring 2004

Atmospheric distillation unit capacity utilization ratio :
Improve to 87% or so (forecast)

Capacity utilization ratio = CD % Capacity utilization ratio = CD %
/ Changes in Atmospheric Distillation Unit Capacity and Utilization Ratio improve to 87% ( . . . . . L . \
800 or'so % Fluid Catalytic Cracking (FCC) Unit Capacity and Utilization Ratio
S . m :. 150 ¢ 1 95%
o E )
S 809% ¢ 8L3%_ 8L5%/ Namyuns8® | 8% 140
87% 1 77.9% 79.2% : 1 90%
d 71.2% 1 800
700 82.0% forecast =
78.7% 78.7% 78.9% [ Fvo2 1 5%|| & i g% s
71.0% 76.6% actual 3 120 2
S e o o R 1ol & 120 E
72.9% E 1 80% %
600 4Pt e e e - eswf| & 100 ¢ =
S 3
1 0% = T R R Keep operating FCC units at 1 75% =
550 _ 0 8 high capacity 3
)
645 643 645 645 645 P45 {550l = 80 ¢ o lod dod lod dod 104 07 107 107 | 70% 2
500 | 595 595 595
1{ 50% 70 -
== Cosmo capacity 049 1 65%
450 4 |- | ] ==#==National utilization ratio T I B O | R0 60 1| ==Fce unit capacity ==@==FCC unit utilization ratio - o -
45%
=8==C0smo0 operating ratio [ I I I I I ‘
50 60%
400 ‘ — = ‘ ‘ ‘ ‘ 40% FY95 FY96 FYo7  FY® FY99 FYOO  FYOL  FY®2  HIFYO3
FY95 FY96 FY97 FY98 FY99 FY00 FYol FY02 FY03 FYo4
N J\\




Supply Strategy: Voluntary Environmental Management and
Refining Caeacitz Reduction Efforts

® Measures to meet gasoline regulations \
(Investment at ¥13.9 billion to save ¥4 bn)
Chiba, Yokkaichi and Sakai Refineries
Install new desulfurization units in the FCC units
Sakaide Refinery
Convert the existing direct heavy fuel oil }
desulfurization unit into a pre-processing
device for the FCC unit

Save
¥10-billion
investment

management to meet
environmental regulation
(10 ppm)

® Measures to meet diesel fuel regulations

(No Investment made to save ¥6 bn)
Use Cosmo-developed high-performance catalyst* for desulfurization 1

Voluntary environmental

| Implement both measures |
in a coordinated manner

o
>

=

=
]
Q
=
O
o

e Refining capacity reductions

1. Reduce some atmospheric distillation capacity
Yokkaichi Refinery: -20,000 BD
Sakaide Refinery: -30,000 BD

2. Discontinue operations of 3 units at the Sakaide

Refinery
Vacuum gas oil hydrodesulfurization,

hydrogen producing and sulfur recovery units

- By spring 2004

Make the Cosmo Oil supply system more

Excess capacity
management
Improve
utilization
ratio

Note: * New catalyst was developed by Cosmo Oil by receiving subsidies from the Petroleum Energy Center and New Energy and Industrial Technology Development
Oraanization.



Supply Strategy: E
Progress in Rationalization and Value Creation Efforts

Objective of the Medium-Term Management Plan

Improve supply cost competitiveness and refine demand and supply
management to increase profitability

Improve supply cost competitiveness Refine demand and supply management by

Reduce costs through ratlonallzatlon Ieveraging on the integrated manUfaCturing and
Reduce fuel and power costs by promoting repair and ~ marketing system (by establishing the SCM system)
maintenance reduction and energy saving

Reduce unit costs by adding value to

production
Improve yields of middle distillates and profitability
improvement programs, etc.)

Complete the operating environment improvement
program by running the SAP system on a full-scale basis

4 Supply Department — Rationalization and Value Creation Benefits (in 100 Mil yen) )

0 10 20 30 40 50 60
) ) Plan 37: i
Rationaliza- ; ;
tion Actual + Outlook* 37 |
Plan ‘ |
Value m H1 FY2003 ;
creation Actual + Outlook* O H2 FY2003 i

Plan 27 54
Actual + Outlook* 27 53

\_ 1 1

Note: *Actual + Outlook = H1 FY2003 actual + H2 FY2003 estimate




Marketing Strategy:

Business Environment Recognition and Basic Strate
Business Environment )
Recognition
e Changing and diversified customer
needs

» Rationality — Price affordability, geographical proximity to
the SS, etc.

» Reliability — Price list representation, SS staff quality, etc.

» Comfort —Large SS space, easy access to the SS by car,
etc.

* Increasing awareness of global environmental
issues

e Changing industry environment
« Intensifying competition (reducing margins)

« Strategic changes in the distribution (new ways of
doing business)

Need to build a new
distribution structure

\_

Basic Strategy Maximize customer satisfaction

Keep the distribution
stronger

Change the sales structure of direct
selling and marketing subsidiaries
(Double automobile fuel sales)

Auto
B-cle
network

Cosmo The
Card

(Credit card)

Self-
Service
SSs

marketing subsidiaries

distribution margins
subsidiaries (Auto B-cle and self-service SSs)

management experience for other dealers as well.

Enhance direct selling and

Leverage on strengths of direct selling and marketing
subsidiaries to keep the business stronger
Build the strong profitable growth infrastructure by ensuring

Make substantial investments in direct selling and marketing

Provide the management expertise built through subsidiary

values to

Maximize customer
satisfaction




Marketing Strategy: Direct-Selling and Marketing Subsidiary
Enhancement — Progress and Outlook

Direct Selling and Marketing Subsidiaries

— Share of Automobile Fuel Sales Volume
(Actual and Outlook)

Goal of Medium-Term
Management Plan
(as of March 31, 2006)
” .
”
-
~
Outlook as ~ -
of Mar. 31, ”
2004 v
-
Actual as of ”
Sept. 30, "1
2003 .
“Initial goal set w hen the
_ Medium-Term :
i Management Planwas !
: developed '
FYO1 FY02 H1 FYO03 FY03 FYO05

CQSITIO OIL CO., LTD.
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Marketing Strategy:
Basic Strategy (1) Strengths of the Auto B-cle Network E

Auto B-cle Network
Auto B-cle Network N

Satellite SS g Satellite SS g Satellite SS

e Competitive strength of
Cosmo Oil’s network

—r g = g | msp=gye| Deployment | Investment

Rec ceive cost
custo Receivelcustomer stomer
Having a

arage Cosmo Area
Key Statlon w?thlngthe Low

| site Oil coverage
a7 T |
Compe-| Pointto
’ Recewt‘stomer N’ tition point
cu custo

Satellite SS Satellite SS Satellite SS

Reduce capital investment by

i consolidating facilities into key stations
-ﬂ -y g -ﬂ -y g -ﬂ mﬂ/

[0}

The way other U _
companies operate SSs " s trade area
/" SStrade area ™ Y -TTTTr i
' 4 SStrade area -ﬂ ‘-El"_" N
\ — =| Y __;::-- - Sstrade area
/’,\—\—*~~\\\ ,”‘ NI ‘1
. It Y = '# éS erde arel’i /
/r SS trade area \‘ ~~__ 53| -q-—-r—__tl,



Marketing Strategy:
Basic Strate 1) The Auto B-cle Network —Progress and Outlook

Number of Auto B-cle SSs

(Actual and outlook)

Number of Auto B-cle SSs —
1.200 Actual and Outlook for FY2003 and Goal for the Medium-Term Management Plan
Goal of Medium-
Term
1,000 B Management Plan
Up 106 SSs
A 800 | Outlook for FY2003 from 780
e FY2002
©
m
o 600 [
>
<
©
o 400 |
Z
217
200 | S
marketing
subsidiary
0
FY01 FY02 H1 FYO03 FY03 outlook FYO05 goal
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Marketing Strategy: Basic Strategy (2) Self-Service SSs -

StrengthsI and Progress and Outlook

Customer wants & needs
(for self-service filling) .

e Strengths of the Cosmo Oil’'sSelf-Service SS
Establish a plural number of business models to

meet customer needs

Model to meet car care needs — Self-service & Auto B-cle SS

* Want to fill up their cars anytime they like

» Want to fill whatever volume of gasoline
they want on their own casually

Want to fill quickly

Model dedicated to auto fuel sales — Self-service Pure SS
Integrated operating policy applicable to self-

service SS
All self SSs basically adopt 24-hour operation, aisland pump
payment style and the like.
Strong sales through synergy with Cosmo The
Card use

Earn more than four times the level of sales earned by
general SSs

Number of Self-Service SSs

(Actual and Outlook)

— Comparison between Self-Service

800 | VenagementPan and General SSs
710

Self- General
Service SS SS

Outlook for FY2003

400 | 336

special
dealers

Up 120
SSs from
FY02

Auto fuel sales volume | KL/month

Cosmo the Card use %

No. of self-service SSs

200 - 109

Direct-run and
run by

marketing

subsidiary

CQSITIO OIL CO., LTD.

FYo1 FY02 H1 FY03 FY03 goal FYO05 goal
Il CO.LTD.
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Marketing Strategy: Basic Strategy (3) Cosmo The Card -

StrengthsI and Progress Vs. Outlook

Customer needs e Strengths of Cosmo The Card
= High card use rate (some 60% of customers use the
« Want to be treated as loyal customers card)
» Don’t like to spend very much time and . . .
trouble Its proprietary card allows Cosmo Oil to issue new
« Interested in enjoying benefits .
cards quickly

(through the development of “Quick Box” that simplifies the credit
examination necessary for the card issuance)

Introduce the mileage program

Number of Cosmo The Cards- In Force Comparison with Competitors in Number of
(Actual and Outlook, No. of cards in units of 10,000) Cards Issued (Unit: 1,000 cards)

Yen/month

amount

400 - Number of Cosmo The Cards in Force @@ Company Company Company Company Company
A B C D E
350 | No. of
0.0
S CUHDOI o FYEN 1,800 1,170 650( 1,200 380
S 300 | cards
i
S 250 | Comparison between cash customers and card
. customers among Cosmo The Card members
c [ pAK]
% ol Cosmo the Card member Cash
s customer
= (Eco member)
> 100 |
) Auto fuel sales volume  L/month
S0 High-octane gasoline sales ratio %
o . . . . Car care products purchase
FY02

FYo1l

H1 FY03 Goal as of Mar Goal as of Mar
31, 04 31, 05




Crude Oil Exploitation and Production & New Business: Elg
Achievements and Forecast

Crude Oil Explmtann e Qatar Project — Map of the
and Production field’s location
1. Abu Dhabi Oil Co., Ltd. and United Petroleum Development Co. ,lItd.
— Stabilize and upgrade operations Arabian Peninsula
2. Start commercial oil production off the coast of Qatar moat Acquired field t
<Qatar Project — Outline of Commercial Production Plan> \ :
Field acquired in: 1997 ™
Production period: Jan 2005 (planned) — 2014
Production volume: Early stage: About 6,000 BD Qatar 998
Max: About 10,000 BD UAE %
Crude oil quality: API: About 40 Coman /
To be shipped as Qatar Marine Ojl | Stdiaeeia o Arebianses
from Halul Island A
’ Yemen -

Electricity and New
Energy Businesses

1. July 2003 — Started IPP business by supplying 200,000 kw for Chubu Electric Power Co.,
Inc.

2. Supply and distribute electricity and heat by using the co-generation facility — having
actually sold more than 10,000 kw to factories and other distribution facilities

3. The first success in producing hydrogen by using the raw material of GTL oil for fuel
cell vehicles at the Daikoku Hydrogen Station in Yokohama

New Business

1. Established Real Partners Co. to provide the new SAP consultancy business
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Cautionary Statement Regarding
Forward-Looking Scenarios

This presentation contains statements that constitute
forward-looking scenarios. While such forward-looking
scenarios may include statements based on a variety of
assumptions and relating to our plans, objectives or
goals for the future, they do not reflect our commitment
or assurance of the realization of such plans, objectives
or goals.

el CQSITIO OIL CO., LTD.
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