
The relaxation of regulatory mea-
sures has made it possible for oil
companies in Japan to freely adjust
their refining operations in line with
trends in supply and demand. As a
result, the importance of minimizing
costs by aptly making demand pro-
jections and production adjust-
ments is increasing. The degree
of oil companies’ success in this
regard is expected to be a major
determinant of their performance.

Cosmo Oil’s exceptionally well-
integrated production and market-
ing systems enable the Company to
efficiently supply products at the
proper times in line with its market-
ing strategies. While it will continue
to derive the bulk of its products
through crude-oil-refining opera-
tions, Cosmo Oil’s supply/demand
projections allow it to make optimal
use of product exports and imports
with the goal of maximizing prof-
itability. The Company’s thorough
integration of production and market-
ing operations positions it to speedily
respond to market fluctuations—
the more pronounced market

fluctuations become, the greater
the value of this special capability.

Cosmo Oil’s four refineries are
ideally situated to supply each of
Japan’s four principal petroleum-
product-consuming regions. The
refineries are also distinguished
by their high yields of light and
middle distillates. 

One important objective of
Cosmo Oil’s refining strategy is fur-
ther boosting the production of light
and middle distillates, which are rel-
atively high-value-added products
that offer correspondingly large
profit margins. The Company is
doing this by augmenting the sec-
ondary refining facilities it uses to
process the elements of crude oil
that are separated in atmospheric
distillation units. The principal types
of secondary refining facility are fluid
catalytic cracking (FCC) and heavy-
oil direct desulfurization (HODD)
units. Cosmo Oil’s ratio of HODD
capacity to atmospheric distillation
unit capacity is considerably higher
than the average level in Japan.  

In addition, for many years, the
Cosmo Research Institute has
developed catalysts that are excep-
tionally resistant to deterioration
caused by contact with highly active
toxic substances. These catalysts
are used in the FCC and HODD units
at the Company’s four refineries.

Using sophisticated refining
equipment and high-quality cata-
lysts, the Company has boosted its
yield of the four principal middle dis-
tillates—diesel fuel, kerosene, jet
fuel, and fuel oil A—to approximate-
ly 48%, significantly higher than the
industry average of approximately
45%. This achievement has made
an important contribution to corpo-
rate profitability. 

Cosmo Oil also emphasizes the
maintenance of appropriate inven-
tory levels. While working to ensure
stable supplies, the Company adjusts
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its refining and international product
shipments to prevent the accumula-
tion of excess inventories.

Reflecting the level of deprecia-
tion costs associated with Cosmo
Oil’s refineries as well as such mea-
sures as the introduction of cogen-
eration systems, the Company’s
refining costs are among the lowest
in the industry. Currently, the Com-
pany is engaged in a project to
reduce the cost of refining a kiloliter
of crude oil by ¥500, which will lower
the cost of annually refining approx-
imately 30 million kiloliters of crude
oil by ¥15.0 billion when the project
is completed in fiscal 2000. The
Company has also set itself the goal
of realizing an additional ¥250-per-
kiloliter cost reduction by 2003.
These cost cuts are to be achieved
by reducing personnel costs through
increased outsourcing, lowering
costs through the continuous oper-
ation of facilities for up to four years,
and curtailing facility construction

Undertaking IPP Operations
Cosmo Oil has equipped itself with technologies required
for IPP operations. In fiscal 1998, the Company reached an
agreement with Chubu Electric Power Co., Inc., to supply
that company with up to 200,000 kilowatts of power over
a 15-year period beginning in fiscal 2004. Operating an
asphalt-fueled IPP plant will enable Cosmo Oil to make
optimal use of residual heavy oil from refining activities and
facilitate the Company’s efforts to raise its light- and middle-
distillate production ratio. Cosmo Oil intends to work proac-
tively to expand its new business operations within the
energy industry.
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FCC (%) 15.7 16.5

HODD (%) 15.8 11.1

FCC + HODD (%) 31.5 27.6

and installation costs through the
reform of contracting procedures. 

As part of its New Structural
Reform Plan, Cosmo Oil established
the Buying Center in June 1998.
This facility has unified material and
equipment procurement operations
for the entire Cosmo Oil Group. The
material and equipment procure-
ment expenditure of refineries and
depots for construction and other
projects is particularly large, and the
scale merits derived from funneling
this procurement through the Buy-
ing Center have led to considerable
cost savings. 
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