
A MESSAGE FROM THE MANAGEMENTA MESSAGE FROM THE MANAGEMENT

2.

Chairman and Chief Executive Officer

cosm o A R2001(8/8)実  01.8.13 0:25 PM   ページ 2



COSMO OIL CO., LTD. 3.

Fiscal 2001 Operating
Environment and Performance

Conditions in the Japanese econo-

my remained harsh during fiscal

2001, ended March 31, 2001. The

sustained expansion of principal

economies in North America, Europe,

and Asia boosted Japanese exports,

thereby exerting a positive influence

on corporate profitability and capital

investment. However, record levels

of unemployment and the persistent

slackness of personal consumption

were principal factors preventing

Japan’s economy from mustering

an autonomous recovery. Against

this backdrop, the overall domestic

demand for petroleum products

remained approximately the same

as in the previous fiscal year, although

the strength of demand for gaso-

line, kerosene, and other principal

products—with the exception of

diesel fuel—increased.

Despite successive production

increases by OPEC, crude oil prices

continued to rise. In October 2000,

Dubai crude prices surpassed $30

per barrel and attained their highest

levels since the Gulf War. These

prices then fell to close to $20 per

barrel in December and subse-

quently rose to approximately

$23 per barrel, where they

remained through the end of the

fiscal year. 

Reflecting the recovery trend in

the Japanese economy, the yen-

dollar exchange rate was relatively

stable for the first eight months of

the fiscal year, rising only slightly,

from the ¥104-¥105 range in April

to roughly ¥108 in November. From

December, the lack of a solid base

for Japan’s economic recovery

and renewed attention to the debt

problem of Japanese financial

institutions caused the yen to

depreciate, and the yen-dollar

exchange rate ended the period

in the ¥123-¥124 range. 

Regarding Japanese petroleum

product markets, measures were

taken to link production levels to

demand and thereby improve the

supply-demand balance. Although

petroleum product prices trended

upward against the backdrop of

surging crude oil prices, marketers

generally found it impossible to

increase selling prices for industrial-

use fuels and other petroleum prod-

ucts sufficiently to compensate for

the rise in their crude oil procure-

ment prices. 

Amid this operating environment,

Cosmo Oil Co., Ltd., continued

concertedly working to rationalize

and increase the efficiency of its

corporate base while strengthening

its competitiveness with regard to

marketing, logistics, financial, and

other types of operations. Based on

the comprehensive business tie-up

that was begun during the previous

fiscal year, Cosmo Oil and Nippon

Mitsubishi Oil Co. (NMOC) contin-

ued to take cooperative measures

to reduce costs related to oil pro-

curement, refining, distribution, and

lubricant oils. These measures

generated clear-cut benefits.

In marketing operations, Cosmo

Oil worked to correct outmoded

transactional practices through the

introduction of a system for setting

prices in line with market conditions

as well as reforming its marketing

promotion systems. The Company’s
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secure stable supplies of crude oil,

and trim related procurement costs.

In November 2000, the Company

and NMOC established a joint ven-

ture, Nippon Global Tanker Co.,

Ltd., which is taking measures to

minimize crude oil transport costs.

Aiming to enhance competitiveness

by further increasing the efficiency

of its refining system, Cosmo Oil

proceeded with a project that seeks

to trim refining costs ¥700 per kilo-

liter while maintaining highly safe

operations and increasing the ability

of the refining system to quickly and

flexibly respond to fluctuations in

supply-demand conditions. 

To reduce distribution costs, the

Company took such steps as those

to increase the share of shipments

made directly from refineries to ser-

vice stations, broaden the scope of

its integrated planned delivery sys-

tem, and raise the capacity utiliza-

tion rates of its tanker trucks and

domestic tanker vessels. 

Cosmo Oil maintained oil devel-

opment programs in the Middle

East and elsewhere aimed at aug-

menting its own oil reserves and

increasing the geographical diversity

of those reserves. In February 2001,

the Company successfully complet-

ed the drilling of an exploratory well

off the northwest shore of Australia. 

To bolster its financial position,

Cosmo Oil procured low-cost funds

through the issuance of ¥10.0 bil-

lion in unsecured bonds as well as

by securitizing and liquidating ser-

vice station assets. Such measures

enabled the Company to reduce its

interest-bearing debt by ¥86.1 bil-

lion from the end of the previous

fiscal year. 

To diversify its operations, Cosmo

Oil is undertaking a variety of new

businesses. Besides business relat-

ed to Internet-based commerce and

home-care operations, the Company

is proactively developing businesses

involving the development of fuel

cells that use petroleum fuels, the

use of thermal power plants to gen-

erate electricity for sale to local
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increased marketing efficiency

enabled it to conduct effective

marketing operations in line with its

strategic goals. With the objective

of boosting competitiveness,

Cosmo Oil proceeded decisively

with the merger and consolidation

of affiliated service stations in which

it has an investment. It also strove

to boost the competitiveness of

each Cosmo service station and,

thereby, strengthen the financial

condition of affiliated service station

operators by proactively consider-

ing the establishment of additional

self-service facilities, energetically

working to increase the number of

Best Car Life Entertainment (B-cle)

Car Care Convenience stores,

enhancing the services available to

holders of Cosmo The Card credit

cards, and otherwise endeavoring

to increase the number of cardhold-

ers. In March 2001, the Company

revamped the marketing organiza-

tion of its branches and proceeded

with the building of a more flexible

and dynamically responsive market-

ing system. 

Regarding the procurement of

crude oil and petroleum products,

Cosmo Oil worked to continue flexi-

bly responding to fluctuations in the

supply-demand environment,
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power companies, and the market-

ing of liquefied natural gas (LNG).

In January 2001, the Company

began constructing a power plant

adjacent to the Yokkaichi Refinery.

Construction is proceeding accord-

ing to the original schedule, and

plans call for the wholesaling of power

from that facility to begin in 2003. 
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As a result of these management

initiatives, Cosmo Oil succeeded in

boosting its total fuel sales volume

0.2% from the level in the previous

fiscal year, to 44,324 thousand kilo-

liters, as a decline in sales of diesel

fuel was offset by increases in sales

of such other fuels as gasoline and

kerosene. Reflecting rises in sales

volumes as well as in procurement

and selling prices, total net sales of

the parent company surged 13.8%,

to ¥1,605.8 billion. Despite the

Company’s progress in cost-cutting

programs, such factors as the diffi-

culty of quickly adjusting selling

prices to completely offset rises in

procurement prices caused recur-

ring income and non-consolidated

net income to amount to ¥12.9 bil-

lion and ¥5.2 billion, respectively.

Management is by no means

satisfied with this level of perfor-

mance and plans to marshal the

Company’s resources to mount an

even more vigorous push to obtain

highly ambitious performance tar-

gets during the current fiscal year. 

The Company disbursed interim

cash dividends at a rate of ¥3.00

per share, and year-end dividends

are scheduled to be paid out at the

same rate. Thus, the total value of

dividends applicable to fiscal 2001

is scheduled to be ¥6.00 per share,

the same level as in the previous

fiscal year. 

June 2001

Keiichiro Okabe

Chairman and 

Chief Executive Officer

At the end of fiscal 2001, Cosmo Oil announced the following fundamental principles regarding safety and environmental protection. These

principles are being rigorously adhered to by all companies in the Cosmo Oil Group.

Fundamental Safety Principles

Cosmo Oil has made sustaining and realizing progress in safety and safe operations a top management objective. At facilities that handle such

hazardous materials as flammable materials and pressurized gases, rigorous measures will be taken to ensure the safety of all employees,

other people involved with work processes, and local residents as well as to ensure a harmonious coexistence with local communities.

Fundamental Environmental Protection Principles

Cosmo Oil has made protecting the environment a top management objective. The Company will strive to contribute to society by minimizing

the environmental impact of all its activities and by utilizing the technological capabilities it has developed over many years to promote progress

in environmental protection technologies.
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