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Kashima Oil Refinery 5

Our three refineries, Mizushima Qil Refinery, Chita Qil Refinery
and Kashima Oil Refinery, continue highly efficient operations
that give first priority to safety and environmental protection. 90

At the Mizushima QOil Refinery, in April 2007 we completed
expansion of a heavy oil cracking unit to process heavier oil and

e
respond to a decrease in the production ratio of heavy fuel oil. \—82.'9
We began operations of the expanded facilities, which increased

production capacity from 26,000 barrels per day to 30,000 80 /
barrels per day. Furthermore, at the Kashima Oil Refinery we
completed construction of desulphurization equipment, with a e

production capacity of 27,000 barrels per day, for removing A
sulphur content from middle distillates produced by the conden-
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sate splitter. Operations began in January 2008. Years ended March 31
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Sources: Petroleum Association of Japan and Company data

Basic Strategy
Increasing the competitiveness of oil refineries by reducing refining costs
In Japan, overall demand for petroleum products will likely weaken due to lower industrial
use of heavy fuel oil and lower consumption of automotive fuel oil resulting from the
growing popularity of energy-efficient vehicles. Also, we expect the demand structure of
petroleum products to become lighter. Furthermore, environmental safety regulations are
likely to become stricter and refining cost will increase due to hikes in crude oil prices.

In response to these increasingly tough business conditions, we will capitalize on existing
heavy oil cracking units and consider expansion of these units and construction of new units to
reduce crude oil acquisition costs, thereby increasing the competitiveness of our oil refineries.

Also, we are progressing wide-ranging tie-up with Nippon Oil Corporation. We aim to
improve refining efficiency and are also investigating cooperation in non-refinery fields,
specifically upstream, distribution, fuel cells and technological development areas.

Regarding the strengthening of collaboration with Idemitsu Kosan Co., Ltd., in the
Chukyo region, we will hold detailed discussions about barter trades in petroleum prod-
ucts and components. Furthermore, we will hold explorative discus-
sions with Idemitsu Kosan on the possibility of other projects that

could improve mutual competitiveness. — Mizushima Oil Refinery :
refining capacity: 205,200 bbl/day f /

Kashima Oil Refinery
4 (Kashima Oil Co., Ltd.)

refining capacity:

270,000 bbl/ day

(including Condensate

% Processing Capacity:
3 \P)‘ 60,000 bbl/day)
Chita Oil Refinery
(Main products: petrochemicals)
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Overview

Development of competitive service stations

In retails sales, we provide products and services that satisfy
customers across Japan through 3,555 JOMO service stations
as of March 31, 2008. Viewing our JOMO service stations as
one-stop centers for automotive products and services, we are
advancing a range of initiatives to heighten their cost competi-
tiveness and marketing capabilities.

Aiming to achieve unsurpassed customer satisfaction by
offering value unique to JOMO service stations, we are devel-
oping highly profitable and competitive service stations that
earn customer endorsement. Our Value Style and Value 5
service station projects are driving those efforts.

Further, we had a network of 667 self-service stations as of
March 31, 2008.

Also, we have issued approximately 1.1 million JOMO Card
Plus and JOMO Card Light cards, which provide customers with
discounts on automotive products and services.

In October 2007, we increased our lineup of environment-
friendly lubricants that help protect the environment by mar-
keting JOMO Hydlux HP-EP, a power-saving hydraulic actuation
oil that, as a flammable liquid, is compliant with the revised
Fire Service Law.

Basic Strategy

Advancing subsidiary integration, building a
more-efficient marketing system

In retail sales, we will strengthen the competitiveness of JOMO
service stations in conjunction with soil purification measures
to encourage further customer confidence, trust and regard.
Also, we will step up our marketing power and cost competi-
tiveness by merging 13 petroleum product sales subsidiaries
and a subsidiary that administers them to establish a new
company in July 2008.

In LPG, we will hold discussions with Itochu Corporation,
[tochu Enex Co., Ltd., Osaka Gas Co., Ltd. and Nissho Petro-
leum Gas Corp. on the possibility of reorganization and merger
toward the establishment of a comprehensively competitive
operating group potentially covering all LPG operations, from
each company’s overseas procurement through to retail.

advanced functionality.

In lubricants, we will continue to increase sales of high-value-added products with
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Self-service station

I Ratio of JOMO self-service stations (SS) I

Number of SS (thousands) Self SS ratio (%)
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As of March 31
I SS total (Japan) (left) Self SS ratio*? (Company total) (right)
~o—Self SS ratio (Japan) (right)
*1. Nationwide number of self SS at the end of December, 2007
*2. Japan Energy owned + Independent (Distributor and retailer) Self SS
Sources: Ministry of Economy, Trade and Industry, The Oil Information Center and Company data

I Ratio of Company-owned service stations (SS) I
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*1. Japan Energy-owned SS
*2. Japan Energy-owned + Independent (Distributor and retailer) SS
Source: Company data
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Petrochemical production facility Petrochemical production facilities .
(Kashima Oil Refinery) (Chita Oil Refinery) [Aichi Prefecture]
[Ibaraki Prefecture]

Overview Paraxylene price in I
Aromatics production project begins sales Asian market

In the area of basic chemical products, we produce and market a range of (rtons)

aromatic products, including paraxylene (PX), cyclohexane and BTX (benzene,
toluene and xylene), which are used as basic component materials for synthetic
fibers, synthetic resins and other products. Also, we produce normal paraffin, a 5%
raw material for surface-active agents, etc., as well as propylene, a material for 768
making polypropylene resins, etc., with an integrated system of production
starting from crude oil refining.

In aromatic products, we completed construction of new petrochemical
production facilities at the Kashima Oil Refinery and began commercial opera-
tions in January 2008. The system we have established can produce 1.02 million
tons of PX and 520,000 tons of benzene per year.

In specialty chemical products, we increased sales of environment-friendly
industrial cleaners and assessed the possibility of establishing commercial opera- Vears ended March 31

tions for latent heat storage materials, which contribute to reducing greenhouse M Spread <~ Paraxylene price (ACP base)
~o~Naphtha price (MOPJ)
gases' Source: Company data
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Basic Strategy
Becoming one of Asia’s leading aromatics suppliers

In January 2008, we began commercial operations at the Kashima Oil Refinery’s Production capacity for

petrochemical products

petrochemical production facilities. As one of the leading suppliers of aromatic As of March 31, 2008

products in Asia, we will promote flexible production and marketing corre- (Tens of thousands of tons/ year)
sponding to the changes in the raw materials and product markets while mak- Products | Production capacity
ing use of our advantage with various raw-material sources, such as crude oil, Paraxylene 102
naphtha and gas condensate. We will also work to expand sales of such spe- Cyclohexane 52

cialty chemical products as environment-friendly industrial cleaners and latent

; Cyclohexane 22

heat storage materials.
Toluene 21
Propylene 9

Normal paraffin 12.5




