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Overview of Convertible Bonds 1

L]
ltem Overview

The ¥60,000,000,000 Zero Coupon Convertible Bonds due 2022

Title (being bonds with stock acquisition rights)

Total amount of bonds ¥60,000,000,000

Bond interest rate Interest will not be attached to these bonds.

Date of payment and issuance December 5,2018

Maturity date December 5,2022

Benefits 1 Financing cost can be reduced by issuing bonds without attaching interest (zero coupon).

2 The bonds will be offered primarily to investors in overseas markets, which, therefore, will contribute to the
diversification of financing methods and can be expected to increase the flexibility of the company’s future
financing strategies.

3 Arider will be attached to promote the conversion into stocks, and converted stocks will contribute to further
strengthening and improvement of the company's financial base in the future.

4 Since the conversion price will be set to exceed the bonds’ market value, the bonds are expected to be
converted into stoks mainly when shareholder value grows, such as a future increase in stock price, which will
help control the dilution of per-share value resulting from the conversion.

Uses of funds 1 Allocate approx. 11 billion yen by March 2021 as funds for investment and loans for a subsidiary in
petrochemical business in order to, increase competitiveness through means such as reduction of
maintenance costs, and expansion of high-value-added products.

2 Allocate approx. 49 billion yen by March 2021 as funds for investment and loans for a subsidiary in the wind
power generation business in order to construct onshore and offshore wind power plants.

4 COSMO ENERGY HOLDINGS CO,, LTD.



Through financing by issuing convertible bonds, planning to further strengthen the
company’s financial base for the Next Medium-Term Management Plan and thereafter 2

v Secure funds for investment and loans to strengthen the “New” part of
the growth driver, "Oil & New,” for the future.

v For the time being, increase capital by accumulating profit through the execution of
the current medium-term management plan.
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Cash Flow Management 3

1.

2.

The conventional policy will not change for the cash balance for the entire period of
medium- term management plan.

Therefore, the issuing of convertible bonds this time means a change in financing
method within cash flow from financing activities.

The company does not intend to increase interest-bearing debt from the conventional
plan.

Cash balance and use of funds (FY2018 - FY2022)

(Unit: billion yen)

(1) Cash flow from operating activities 535.0
v/ No change from medium-term
(3) Free cash flow (1) + (2) 175.0
v/ Of the investment made in FY2019
_ _ — and FY2020, 60 billion yen financed
(4) Cash flow from financing activities -175.0 through CB is allocated to

petrochemicals and wind power

(Breakdown of cash flow from financing activities)
generation businesses as a major

Repayment of debts ~XXX.X change in the business portfolio.
Borrowing +XXX. X

] Partial change
Convertible bonds +60.0

Dividends -XX.X
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Disclaimer 4
FORWARD-LOOKING STATEMENTS

Certain statements made and information contained herein constitute "forward-looking information" (within the meaning of
applicable Japanese securities legislation). Such statements and information (together,"forward looking statements") relate to
future events or the Company's future performance, business prospects or opportunities. Forward-looking statements include,
but are not limited to, statements with respect to estimates of reserves and or resources, future production levels, future capital
expenditures and their allocation to exploration and development activities, future drilling and other exploration and
development activities, ultimate recovery of reserves or resources and dates by which certain areas will be explored,
developed or reach expected operating capacity, that are based on forecasts of future results, estimates of amounts not yet
determinable and assumptions of management.

All statements other than statements of historical fact may be forward-looking statements. Statements concerning proven and
probable reserves and resource estimates may also be deemed to constitute forward-looking statements and reflect conclusions
that are based on certain assumptions that the reserves and resources can be economically exploited. Any statements that
express or involve discussions with respect to predictions, expectations, beliefs, plans, projections, objectives, assumptions or
future events or performance (often, but not always, using words or phrases such as "seek","anticipate”, "plan”, "continue",
"estimate", "expect, "may", "will", "project"”, "predict", "potential”,"targeting", "intend", "could", "might", "should", "believe"
and similar expressions) are not statements of historical fact and may be "forward-looking statements"”. Forward-looking
statements involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ
materially from those anticipated in such forward-looking statements. The Company believes that the expectations reflected in
those forward-looking statements are reasonable, but no assurance can be given that these expectations will prove to be correct
and such forward-looking statements should not be unduly relied upon. The Company does not intend, and does not assume
any obligation, to update these forward looking statements, except as required by applicable laws. These forward-looking
statements involve risks and uncertainties relating to, among other things, changes in oil prices, results of exploration and
development activities, uninsured risks, regulatory changes, defects in title, availability of materials and equipment, timeliness
of government or other regulatory approvals, actual performance of facilities, availability of financing on reasonable terms,
availability of third party service providers, equipment and processes relative to specifications and expectations and
unanticipated environmental impacts on operations. Actual results may differ materially from those expressed or implied by
such forward-looking statements.
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