
Cosmo Oil surpasses other oil companies with

respect to the capacity and efficiency of its refining

operations and its supply and demand management.

These achievements derive from two principal sources:

the Company’s thorough integration of production and

marketing operations, and its ideally located refineries.

The performance of both production and marketing

activities by a single firm is a phenomenon unique to

Cosmo Oil among independent Japanese oil compa-

nies. The full integration of production and marketing

enables the Company to supply its products not only

efficiently and with optimal timing but also in line with

its own marketing strategies.

Cosmo Oil’s four refineries are located in close proxim-

ity to each of Japan’s four principal petroleum-product

consuming regions: Kanto, centered on Tokyo; Tokai,

centered on Nagoya; Hanshin, stretching from Osaka to

Kobe; and the Seto Inland Sea region. These refineries,

which supplied industrial fuels to the nation’s four largest

industrial zones during the era of high-paced economic

growth, are each equipped with port facilities to accom-

modate unloading of very large crude oil carriers (VLCCs)

in the 260,000-ton class and with secondary facilities

necessary for the production of high-value-added prod-

ucts. Although today these refineries’ roles have shifted

largely to the production of fuels for everyday use in

the four urban zones where population is most heavily

concentrated, their importance to the nation continues

to expand.

One policy being accorded high priority today is a

transition to lighter petroleum products. In place of the

previous emphasis on industrial fuels, the Company’s

four refineries today are shifting their focus more toward

production of such high-value-added products as gaso-

line, light oil, kerosene, jet fuel, and heavy oil. The sec-

ondary facilities required for this production are equipped

with heavy-oil direct-desulfurization (HODD) units offer-

ing processing capacities significantly higher than the

national average.

HODD units provide excellent value due to their versa-

tility. In addition to removing sulfur from heavy oil as their

name suggests, HODD units, when used in combination

with fluid catalytic cracking (FCC) units, can produce light

oil, gasoline, and other light, high-value-added products

from the heavy components of crude oil. Also, the vari-

ous measures taken to promote the refineries’ shift to

light products—for example, the development of highly

resistant catalysts—have enabled the Company to

achieve nearly a 48% yield on its four principal middle

distillates, significantly above the industry average of just

less than 45%, thereby contributing to overall earnings.

Another core policy targets substantial reductions

in production costs. Cosmo Oil’s production costs

are already among the lowest in the industry, thanks

to the relatively modest burden of depreciation for the

Company’s refinery facilities—but aggressive steps are

being taken to significantly enhance efficiency levels

even further. In conjunction with this initiative, the entire

Company is involved in a project that seeks to trim refin-

ing costs ¥700 per kiloliter by 2003. In light of the high

added value which Cosmo Oil’s products enjoy, bringing

refining costs down by that amount should place Cosmo

Oil in direct competition against oil refineries in Singa-

pore and South Korea.

The Company is also restructuring its plant mainte-

nance programs. In the wake of deregulation, which
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now permits the continuous operation of refineries for

up to four years, Cosmo Oil aims to trim its maintenance

costs while fully ensuring optimal operational safety.

In addition, cost reduction measures are being pur-

sued from a variety of approaches. For example, the

Company no longer holds rigidly to its customary out-

sourcing practices but rather has adopted a new stance

whereby outsourcing agents are to be consolidated as a

means of optimizing the Company’s profitability. Measures

are also being taken to cut personnel costs and mainte-

nance construction outlays, and a unified purchasing

system is being pursued for externally procured materials.

Significant contributions both to lower production costs

and reduced energy usage are resulting today from the

introduction of cogeneration systems at all Company

refineries. These systems simultaneously supply heat and

electric power from petroleum-based fuels, and they not

only help save energy but also provide the added benefit

of being able to market any surplus power that is gener-

ated but not required within the refineries themselves.

The Company is also preparing to engage in power-

marketing operations on an even greater scale, with the

inauguration of operations as an independent power

producer at a site adjacent to the Yokkaichi Refinery.

Plans call for Cosmo Oil to supply, on a wholesale basis,

up to 200,000 kilowatts of power to Chubu Electric

Power Company, Incorporated, over a 15-year period

beginning in 2003. As these operations will make effec-

tive use of asphalt as a fuel source, they are expected

to add flexibility to the Company’s supply and demand

structure and thereby contribute significantly to profits.

Further enhancements in refining efficiency are also

anticipated as a result of the Company’s comprehensive

tie-up with the Nippon Mitsubishi Oil Group. Initially,

Cosmo Oil and its new partner will look for the tie-up

arrangement to yield almost ¥3 billion in collective bene-

fits. Enhanced efficiency will come from such areas as

the joint purchasing of catalysts and the mutual provision

of BTX, a base material used in petrochemical products,

alkylate, and other basic components of gasoline.
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Secondary Refining Facilities (As of April 1, 1999)

Cosmo Oil Industry
Average

Atmospheric distillation 
(Thousand BPD) 645 5,354

FCC (%) 15.7 17.1

HODD (%) 15.8 11.3

FCC + HODD (%) 31.5 28.4


