Initiatives in logistics

The Cosmo Oil Group has long been pursuing energy
conservation by improving efficiency in logistics.
Since FY2006, the Law Concerning the Rational Use
of Energy was amended to define owner's liability
clearly. We will continue to pursue energy conserva-
tion without hampering the safety and reliability of
transportation.

Land transportation: Tanker trucks

Employing large trucks and maintaining a high
stowage rate resulted in 30% rise from the FY1990
level of transportation volume per vehicle. For further
energy conservation, we will promote efficiency while
mainly focusing on planning delivery and independent
delivery.

Domestic marine transportation: coastal tankers
Coastal tankers used to deliver our products and
semi-products between our sites are affected by the
running status of refineries, and by weather condi-
tions. In order to prevent marine accidents, to
reduce impacts on the environment, and to reduce
energy consumption, we will continue to employ large
tankers and maintain a high stowage rate.

WFigure 4

Trend in the average stowage rate
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Preventing impacts associated with crude
oil transportation on the marine environment

Ballast water

In navigating without load from oil-consuming
countries to oll-producing countries, crude
tankers hold seawater inside as a ballast to make
the body stable, and discharge it before crude oil
is loaded. To protect the coastal ecosystem of
oil-producing countries from pollution, we dis-
charge the ballast water off the coast according
to thelr regulations and requirements.

Double-hull structure

The Cosmo Oil Group employs 10 VLCCs (Very
Large Crude Carriers) with double-hull structure
under a long-tem charter, as protection against
accidents. These tankers have the double hull
structure having inner and outer hulls, which pre-
vents the inner crude tank from being damaged
should the ship body be breached and prevent oil
leaks.

% Trend in double-hull tankers regularly
chartered (ratio)

http://www.cosmo-oil.co.jp/eng/sustainable/06/
env/gl_warming.html

Environmental measures at service
stations

Introducing hydrocarbon vapor recovery
unit

Hydrocarbon vapor is vaporised during unloading
from a tanker truck. To prevent it from being dif-
fused, we promote the installation of hydrocarbon
vapor recovery units.

VFigure 5

Hydrocarbon vapor recovery unit
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Environmental Aspect

Pollutants and Waste Management

http://www.cosmo-oil.co.jp/eng/sustainable/06/env/response.html

We aim to reduce environmental impacts by properly controlling pollutants, and minimizing

and recycling industrial waste.

Policy

Our refineries discharge exhaust gases controlled by
the Air Pollution Control Law and wastewater controlled
by Water Pollution Control Law chemical substances
specified in the PRTR law. The Cosmo Oil Group aims
to control them appropriately and reduce environmental
impacts. When we install large equipment or conduct
large scale engineering work, we conduct environmen-
tal impact assessments.

Concerning industrial waste, we set our targets to
reduce the waste generated, and reduce and recycle
excess sludge.

Challenge to achieve zero industrial waste

Reducing industrial waste at refineries

In FY2005, refineries started dehydrating and incin-
erating sludge, which is to be used as a raw material
for cement production, and also started recycling plas-
tic and wood waste into solid fuels. These activities
resulted in 340 tons of total landfill at the four refineries
in FY2005, which corresponds to the landfill rate of
0.8%. This rate was well below the target of 1% speci-
fied in the Consolidated Medium-Term Environmental
Plan.

wGraph 2

Trend in industrial waste at the four refineries

WEB Detailed data )
http://www.cosmo-oil.co.jp/eng/sustainable/06/env/
response.html

(t) | B Recycled ¥ Landfilled Landfill rate (%)
14,036

55 10,734 13,971 1is

10,000 |-
5,243 10

5,000 |

1 045 10
0
1990 2003 2004

2005 (fiscal year)

23 | Cosmo Qil Group Sustainability Report 2006

Reducing excess sludge

Excess sludge discharged from wastewater treatment
facilites commands a top share of industrial waste in
Japan. At our refineries, about 56% of industrial waste
is sludge, so its treatment is very important.

We have been researching®' technologies for reducing
excess sludge generated at our refineries, and have
reduced a large part of it at the Chiba and Sakaide

Refineries.

*1 The research was carried out as a project supported by the Japan
Petroleum Energy Center.

Measures against asbestos

In FY2005, we checked whether asbestos was used in
buildings at our service stations and refineries that the
Cosmo Oil Group either owns or rents. As a result, we
found 16 places where sprayed asbestos was
exposed. We will remove them completely by the end
of FY2006.

In addition to the sprayed form, asbestos is contained
in building materials including slates, or in heat insula-
tors installed in manufacturing equipment.  We think
that no asbestine powder is emitted from them in nor-
mal use because they are molded products, but we will
replace them with asbestos-free materials at the time of
repairs.

For other asbestos-bearing products, we take measures
according to the applicable laws.

V¥ Graph 3

Flow of Industrial waste at the four refineries

Detailed data

WEB http://www.cosmo-oil.co.jp/eng/sustainable/06/env/
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Soil Environmental Preservation

Web page > http://www.cosmo-oil.co.jp/eng/sustainable/06/env/soil.html

We endeavor to prevent soil contamination, and in case we detect any oil leaks,
to minimize the impacts on the environment by prompt actions.

Concept

Early detection of soil contamination at
service stations and preventive actions

"Soil environmental preservation” is one of the most
important themes in the Consolidated Medium-Term
Environmental Plan. Since August 2004, the Safety and
Environment Control Dept. has promoted activities for
soil preservation efficiently and systematically. To
reduce the risk of contaminating solil, particularly at
service stations, we take preventive actions and mini-
mize the effect on the environment if oil spills into sail.

In FY2002, we conducted interviews with all the service
stations that Cosmo Oil owns about their operating sta-
tus. Based on the interviews, we started investigating
the soil environment of the service stations that Cosmo
Oil owns, starting with the service stations that have a
higher risk profile, e.g. those that have old facilities such
as single-hull tanks. We also gave instructions to our
dealers as necessary. We investigated soil at about
180 service stations in FY2005, and subsequently plan
to investigate around 100 to 140 service stations per
year. In FY2005, about 700 million yen was incurred for
these soil conservation measures at our service sta-
tions and other sites.

WwGraph 4
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Reinforcing the facilities

We install facilities with an extremely low risk of a leak at
new service stations, such as double-hull tanks to pre-
vent ail leak, and resinous pipes not subject to corrosion.
We are also working hard to upgrade facilities and
equipment of old service stations by changing pipe
materials, reinforcing pipes, or using an electrical anti-
corrosive treatment.

Education

To improve the awareness of soil environmental preser-
vation, we make sure that all the operators of all our
senvice stations take the training course of SS risk man-
agement. In this training, we provide examples of soil
contamination and how to carry out daily checks to
raise their awareness. We also conduct environmental
management point inspections to check the status of
control (see page 18).

WFigure 6
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Action after a service station is closed

When a service station owned by Cosmo Oil is
closed down due to a change of the owner or
operator, we always conduct a soil investigation at
the site. If any contamination is detected, we
properly improve the soil by means of recycling or
bio-remediation.
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Environmental Aspect

Environmental Preservation Action
and Communication
http://www.cosmo-oil.co.jp/eng/sustainable/06/env/communication.html

We aim to contribute to the sustainable development not only through our business
activities but also through activities outside our business in partnership with our

stakeholders.

Policy

Green purchasing with our suppliers

We regard environmental conservation activities and
environmental communication as the two most impor-
tant building blocks of the Cosmo Oil Group's sustain-
able management.

We think that contributing to and cooperating with soci-
ety, not only through our business activities but also
through activities outside our business is the first step
to realize a sustainable society.

It is important to take actions in partnership with as
many people as possible when we try to help realize
sustainable development.

We aim to promote environmental preservation activities
throughout our communities by means of actions and
environmental communication— helping society and
our employees raise their awareness of the environ-
ment by communicating environmental issues as well
as our policies and initiatives.

“Office Clean Activities” involving all
personnel

We promote “Office Clean Activities” throughout the
Group. In these activities, we follow the 3R (Reduce,
Reuse, and Recycle) for resources and energy, includ-
ing fixtures and lighting devices always used at our
offices.

In FY2005, the first year in which the group-wide activi-
ties were initiated, we set up site-based targets. In
October 2005, we joined the “Team Minus Six
Percent,” an activity for preventing global warming pro-
moted by the Japanese government.

Separate collecting boxes for recycling paper installed in the head office
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Green purchasing

We set intemal criteria of green purchasing for a wide
range of products ranging from office supplies to cata-
lysts, containers, and building materials. We plan to
increase the number of specified articles and to elabo-
rate the criteria.

Green suppliers

We ask our suppliers to agree with Cosmo Oil Group’s
sustainability management. We also set up criteria for
‘green suppliers’ so that our suppliers can employ envi-
ronment-conscious management and raise their aware-
ness. Almost all the suppliers (about 500 companies)
cooperate with us.

‘W Table 1

Detailed data
http://www.cosmo-oil.co.jp/eng/sustainable/06/env/
communication.html

WEB

Results in FY2005 Medium-term target in FY2007

Cosmo Oil Affiliates* Cosmo Oil Affiliates* | Consolidated™

Increase/ Increase/ Increase/ Increase/ Increase/

decrease decrease decrease decrease decrease
from FY2003 | from FY2004 | from FY2003 | from FY2004 | from FY2004

Copy paper | A 9% 1% A 16% A 14% A 1%

Fuel
consumptionof | A 18% A 9% A 18% A 12% A %
company cars

Electricity
consumption | A 8% A 3% A 10% A 1% A 5%
in the offices

* Since many affiliates joined these activities in FY2004, the base year for the
affiliates is FY2004.

* A :Minus(Decrease).



Overseas cooperation

In order to support the sustainable development of the
Middle East oil-producing countries, from which we
import crude oil, and of other emerging countries,
which have a huge growth potential, and to maintain
and establish a good relationship with them, the
Cosmo Oil Group provides them with technical assis-
tance and promote human and cultural exchanges.

Exchange of human resources

In FY2005, with a financial support from Japan
Cooperation Center, Petroleum (JCCP), we had 32
programs for 156 trainees in total from oil-producing
countries, particularly from the Middle East. We also
dispatched experts overseas on 26 occasions, involv-
ing 86 experts in total, to provide technical assistance
in a variety of fields, such as the environment, energy
conservation, and refining.

Receiving the staff of the Oil Ministry, Papua
New Guinea

Cosmo Oil has had a good relationship with Papua
New Guinea through the activities for contributing to the
environment. We started providing technical assis-
tance to Papua New Guinea through accepting public
officials from Papua New Guinea as trainees upon a
request from the Japanese Ministry of Foreign Affairs.
The trainees say that they learned not only about the
environmental, health and safety management, but also
experienced Japanese culture, customs, and a variety
of systems.

Training course for Qatar Petroleum

In cooperation with our staff members working at
Cosmo Engineering as well as at the Chiba and Sakai
Refineries, we accepted five engineers from Qatar
Petroleum, and provided them with a training on il
refining technologies.

The engineers attended lectures and received on-the-
job trainings at refineries to learn, among others, on
energy management, profit improvement, and catalyst
management. In this period, they had active talks with
our engineers.

Technical exchange with Persian Gulf countries
Cosmo Oil and Kuwait, which commands over 8%
share of the crude oil imported by Cosmo Qil, have
been promoting technology exchanges according to
the mutual agreements. Our four experts visited the
Mina Abdulla Refinery to exchange information about
energy conservation and environmental technologies,
and lubricant control.  We also accepted engineers
from Kuwait for a technical exchange in FY2006.

In 2001, we gave a training course to the Bahraini gov-
ernment-owned oil corporation BAPCO in Japan, but
subsequently, the exchange was discontinued due to
changes in Bahrain's domestic situation. In December
2005, we visited a refinery in Sitra, the only operating
refinery in Bahrain, to restart the technical exchange
and to have talks about the exchange in FY2006. We
hope that we will continue to have a good relationship
with Kuwait and Bahrain through the technical
exchanges.

Overseas trainees at the Cosmo Research Institute

& Trainees accepted and engineers

‘—!!,vﬁ'%af"%‘;"“" dispatched . °
http://www.cosmo-oil.co.jp/eng/sustainable/06/env/
communication.html
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Environmental Aspect

Environmental Awareness Raising

Ji@s> Relate Details of environmental awareness raising
= RNUNEINY activities

http://www.cosmo-oil.co.jp/eng/sustainable/06/env/
communication.html
There is a limit to what only one company can do
against the environmental problems. We make efforts
to raise awareness of the environment, recognizing that
everyone living in society needs to be aware of these
problems and cooperate with each other.

Communicating our activities

e Our environmental advertisements “Something Good
for the Earth” and “A Letter of Appreciation from PNG
(Papua New Guinea)” were awarded an excellence
prize in the advertisement category, the 54th Nikkei
Advertising Awards held by Nihon Keizai Shimbun Inc.

* \We made and released the Internet movie “Ken
Noguchi Ogasawara Environmental School” as a
Cosmo Oil Eco Card Fund project.

* \We publish the environment and culture magazine
“TEREE.”

* e enforce “Cosmo Earth-conscious Act” to promote
global environment preservation (in collaboration with
38 broadcasting stations joining Japan FM Network).

Fostering awareness of global warming
prevention

We make efforts 1o raise awareness about the preven-
tion of global warming, closely related with petroleum.
In FY2005, we developed an experimental CO2
absorber with Waseda University. We exhibited and
demonstrated it at Expo 2005 Aichi Japan,
Ecoproducts 2005, and at the National Museum of
Emerging Science and Innovation. In addition, we con-

Experimental COz absorber
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ducted the 4th COz2-free gasoline and diesel oil cam-
paign with CO2 absorption certificates for members of
COSMO THE CARD ECO in December 2005.

Action with many people

To publicize the “Cosmo Earth-conscious Act,” we
have been conducting “Clean Campaign,” a cleaning
activity while getting acquainted with nature, since
2001.

As of July 2006, we collected more than 1,561,537
liters of waste with a participation of 82,756 people at
208 sites throughout Japan.

COLUMN

Environmental education for the next
generation

Hoping that children will grow up to be responsible
citizens who care for the environment, we support
education for the next generation, particularly envi-
ronmental education, by providing both tools and
opportunities. The fol-
lowing describes some
examples.

5wy

econets

Offering education-

al tools

* \We give copies of
the “Earth Environ-
ment  Book” to
schoolchildren.

e \We have opened the website*' "Cosmo
Children’s Earth School—Econets” where
adults and children learn about the environment
together.

Offering educational opportunities

e \We hold the “Nature Art Workshop for Kids”
where children raise their awareness of the envi-
ronment by experiencing nature and creating
works of art.

* \We support environmental education for elemen-
tary schools all over Japan*.

® \We hosted a series of environmental seminars to
train environment messengers™.

*1 This website is only in Japanese.

*2 These activities are supported by the Cosmo Oil Eco Card
Fund.




Cosmo Oil Eco Card Fund

What is the Cosmo Oil Eco Card Fund?

We conduct activities to address global environmental
problems with financial contributions from members of
the COSMO THE CARD ECO who are concerned
about the environment as well as those from the
Cosmo Qil Group

Policy

With our slogan “Living with Our Planet,” we carry out
activities to address global issues such as ‘global
warming’, which is largely caused by the burning of
petroleum products, ‘poverty’, ‘hunger’,
‘development/consumption patterns’, and ‘education’,
with a belief that it is always important to tackle root
causes of the problems. Our funding members have
talks with the local communities or governments to initi-
ate a project in partnership with NGO/NPO having thor-
ough knowledge of the corresponding areas.
Meanwhile, we actively promote activities for raising the
environmental awareness in order for as many people
as possible to know about how serious environmental
problems, and to expand the environmental preserva-
tion networks.

wFigure 7

Project summary

Environmental Schools support

P4 Support Environmental Education

Supply Seedlings/Young Plant
for Forestation

Supporting environmental
education for children

Drastic measures
against global
warming

Tropi inforest Conservation

Global warming
problems

Recover Forest Environmental
and Ecosystem in Mts. Qinli

Emergency support

Supporting countries
where a sharp rise in C02

emissions is anticipated
and where severe damage
is foreseen

to damaged country

and announcement Sealevel
of damage rise

South Pacific Countries Support

¢ Tropical Rainforest Conservation Project

This project, which, as the first step to conserve tropical
rainforest, has aimed to spread the use of circulative
agriculture in a fixed place instead of shifting cultivation,
entered its fifth year in FY2006. In the Solomon
Islands, about 50 trainees finished a six-month training
course at a model farm, including the clearing of a
wasteland. They are expected to return to their home-
town and spread the circulative agriculture.

Trainees planting upland rice seedlings

e South Pacific Countries Support Project

In the Republic of Kiribati, which is facing a crisis due to
the rising sea level, we planted mangroves to prevent
the coastline from being eroded. We started this pro-
ject in FY2004, made preparations with the Kiribati peo-
ple, such as a vegetation survey and seed selection,
and finally carried out mangrove planting in September
2005. On that day, about 360 people, including local
children and residents and government officials, plant-
ed about 4,800 seedlings. We will continue this project
and try to mitigate disasters caused by climate
changes.

Children learning how to plant mangroves
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Social Aspect

Filling Up Your Hearts, Too

http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/index.html

Many stakeholders support the Cosmo Oil Group.
We describe our FY2005 activities according to different stakeholders.

Relationship with our Stakeholders

International
Communities

In the way that international
communities including develop-
ing countries keep developing
sustainability, the Cosmo Oil
Group is promoting joins various
international cooperation such
as climate change prevention,
not only in our facilities but also
outside.

Oil Producing Countries

Our ties with our long-standing
business partners are not limit-
ed to crude oil trading. We
have been working on conser-
vation of the environment and
promotion of safety manage-
ment technologies in these oil
producing countries using our
human and technological
resources. We also develop
human resource and cultural
exchanges.

Customers

We are listening to our customers and working to
provide valuable services including improved levels
of service, establishment of safety, etc.

Customers

International
communities

Cosmo Oil

Group

0il Producing
Countries

Shareholders,
Investors

Company
Staffs

Company Staffs

We regard respect for human rights as the founda-
tion of our corporate activities, and endeavor to
provide a more attractive work environment in
which our company staffs can not only work safely
and comfortably but also realize their potential.

Communities

As a constituent member of
communities, we also promote
and support community activi-
ties such as cleaning and local
events.

Shareholders, Investors

We issue our quarterly newslet-
ter “C's Mail” to shareholders,
annual reports, and fact books,
etc. and timely information dis-
closure on our website.
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Social Aspect

Working with our Employees

Web page > http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/employee.html

Every employee supports the company.

We aim to create a working environment in which all the employees are aware of their
social duties through their work, and bring their ability into full play.

Consolidated Medium-Term Human
Rights/Affairs Plan

‘—(é‘v ﬂﬁmgﬁoﬂ thteg‘)t:?/‘vlvsvvw.cosmo—oil.co.jp/eng/sustainable/OG/
soc/employee.html

In FY2005, we drew up the "Consolidated Medium-
term Human Rights/ Personnel Plan,” and have con-
ducted activities in the following six areas: human
rights, respect for diversity and equal opportunity,
health and safety, welfare, education and ability devel-
opment, guarantee and creation of employment.

The purpose of this plan is to carry out personnel affairs
based on the respect for fundamental human rights, to
create a “Fair and Better Working Environment” on the
basis of respect for diversity and by defining humans as
a keyword, and to stimulate the employee motivation.

Human rights

On February 7, 2006, we expressed our support to the
United Nations Global Compact . It defines 10 princi-
ples for solving international problems in human rights,
labor, environment, corruption, and so on.

We have held a training course for the top management
of the Cosmo Oil Group, regarding the respect for
human rights. It was titled “CSR and Human Rights.”
We also conducted another training at each site, and
the number of participants increased significantly. We
also assigned persons in charge of the group’s promo-
tion body for the reinforcement of promotion structure.

Activities for the Global Compact

Respect for diversity and equal opportunity
Aiming at workplaces where women can work actively,
we maintain fair employment.For example, we appoint-
ed two female engineers at refineries and employed
three female employees as sales representatives.

The employment rate of the handicapped is 1.9 percent,
which exceeds the regulatory rate of 1.8 percent. In
order for the handicapped to be able to work comfortably
in the Cosmo Oil Group, we have worked to improve the
awareness of staff members, to create a good working
environment, and to promote normalization.

We set up a rule that allows employees that meet cer-
tain conditions to choose where they work. This aims to
provide employees with a stable private life and com-
fortable working environment by lightening their burdens
related to the child care, education, and nursing.

Health and safety

As part of mental health care, we checked about 3,000
staff members working with a PC for stress in October
20065.

Nearly 100 percent of employees and seconded
employees working for the Cosmo Oil Group tumed up
for the regular health examinations. In addition, we pro-
vide health care senvices, such as the industrial doctor's
health guidance and “Hello Health Consultation 24" in
collaboration with the health insurance association.

To prevent overworked employees from having health
problems, we instruct them to turn up for health checks
and receive guidance from doctors, under a general

WEB > http://www.cosmo-oil.co.jp/eng/sustainable/06/gl_cp.htm supenvision of the "Labor Hours Control Meeting".
WwTable 2
WV Table 3
As of March 31, 2006
Male Female Total
Employees 1,222 169 1,391
Cosmo Gl Management 312 2 314 June 1, 2005 June 1, 2006
Others* 13 0 13 -
Subtotal 1547 171 1,718 Handicapped 42 43
Employees 1,160 119 1,279 (of which, handicapped with a 19 21
P Management 424 1 425 §1|gh degree of disabilty)
Others* 19 0 19 Handicapped employment rate* 1.8% 1.9%
Subtotal 1,603 120 1,723 Number of the handicapped still o 0
Total 3,150 291 3,441 to be employed

* Seconded employees and full-time staffs for the labor union.
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* Regulatory employment rate: 1.8%. (Round figure at the second decimal.)



Welfare

According to the “Law for Measures to Support the
Development of the Next Generation " enacted in
2003, we submitted a “General Business Owner's
Action Plan” to the Ministry of Health, Labor, and
Welfare in April 2005. The plan describes how to
improve our work environment so that employees can
well balance child care and work, and aims to achieve,
among others, the target of at least one male employee
and more than 70% of the eligible female employees
taking child care leave.

Our employees are now allowed to take child care leave
until their child grows up to 1.5 years old, provided that
they cannot find a nursery or their spouse is ill, etc. As
for the maternity leave granted to male employees
whose wife is on matemity, we extended the period from
three to five days, which exceed the regulatory period.
To encourage all the personnel to have a leisure time,
we conduct campaigns to promote the use of summer
holidays and achieve a vacation-taking rate of about 70
percent.

Education and ability development

In FY2000, we introduced an “In-house Recruiting
System” that allowed any employees to apply for jobs
offered by other departments or affiliates without having
to give notice to their superior. In FY2005, there were
jobs offered by 12 departments and six employees
successfully found new positions.

Regarding our education system based on the posi-
tion-based training, we added a CSR training course to
the conventional ability development training. This
mandatory course includes training in environmental

WV Table 4
FY2004 FY2005
Female Male Female Male
Maternity leave 8 0 6 0
Child care leave*' 6(12) 0 8(11) 0
Reinstatement support course* 4 0 3 0
Infant care leave rate 88% - 100% -

*1 Number of employees who applied for a leave in FY2005. The figure in
parentheses shows the number of employees who took a leave in FY2005.

*2 Since the figures in the last report contained an error, we now restate
figures for FY2004.

issues, respect for human rights, and corporate ethics
(compliance).

We now provide financial support to employees who take
correspondence courses and external training courses as
part of our support for personnel development.

Guarantee and creation of employment
According to the “Law concerning Stabilization of
Employment of Older Persons,” we started a “re-
employment system” on April 1, 2006. This system
replaces our existing re-employment support program
and allows the elderly individuals to be rehired in the
Cosmo Qil Group.

Apart from “life design training”, which employees take
at the age of 55 well before they retire, we provide
“second career training” in order to support re-employ-
ment. Participants in the “second career training” who
wish to be re-employed after retirement, can learn how
to write CVs and tips for interviews.

Management and labor

Qur labor-management contract states that the manage-
ment and the labor union shall meet for discussions
before any work conditions, such as employees' posi-
tions and employment, are altered. The top management
and the labor union gather and discuss in regular meet-
ings and in a variety of committees at the headquarters or
at individual sites. In addition, we have set up the
“Workshop for optimum working hour management” so
as to prevent health problems due to overwork, to control
labor hours appropriately, and promote the compliance
with the 36 Agreement and the acquisition of holidays.

Health examinations for asbestos

The Cosmo Oil Group manufactures no asbestine
products, but asbestos-bearing insulators are
used in the refineries.  Accordingly, since FY2005
all the personnel undergo an annual chest X-ray,
and employees are instructed to consult with the
doctor during the visit if they are worried about
health problems related to asbestos.

To find asbestos-induced diseases at the early
stages, we also conduct a special health
examination, recommended even for the retirees.
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Social Aspect

Relationship with our Customers

http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/customer.html

To make sure that the slogan “Filling Up Your Hearts, Too” applies to every customer, we

aim to offer reliable and safe service.

“Filling Up Your Hearts, Too”
for our customers

Diagnosis of services at our service stations

We instruct our service stations to follow the four basic
requirements: friendliness, cleanliness, high quality, and
a feeling of security. To check whether the
requirements were met at a high level, we conducted a
survey from the customer's point of view six times in
FY2005. We analyzed the survey results and fed them
back to each service station to make improvements.

Measures against accidents

Because they handle hazardous materials including
gasoline, service stations are constructed according to
the fire defense law.

As preparation for earthquakes, we are always ready to
check all the facilities of our service stations and to
safely supply energy to the local customers. If the
seismic intensity is five or more, affected service
stations ensure safety by checking the plumbing
system of the underground tank for leaks, and by
performing a pressure test.

We implement safety measures considering two
aspects: preventive actions against disasters, and
contingency planning to minimize the damage.

W¥Graph 5
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Customer center activities

In October 2000, we opened the “Cosmo Customer
Center” to enable two-way communications with our
customers. In FY2005, the center received about
3,800 comments and complaints from our customers
by free telephone or e-mail. We make efforts not only
to collect, classify, and analyze them and respond to
them properly, quickly, and politely, but also to inform
the departments concerned of the customer requests
as soon as possible.  Such comments and requests
are very helpful for us to improve our services and
processes, and customer satisfaction.

Ensuring the product reliability and the
reliability promotion system

In order to not only ensure safety and reduce
environmental loads, but also to offer products that
meet customers and social needs including the sense
of usability, the Cosmo Oil Group defines guiding
principles on quality in “Chapter 1. Relation with
Consumer/User” of the Corporate Activity Guideline,”
and works on how to develop high-quality products. In
addition, we have formed three organizations: “Quality
Assurance Committee,” "Quality Assurance Liaison
Committee,” and “Quality Assurance Meeting” at the
headquarters. The first makes decisions on QA
promotion plans and other programs related to quality.
The second and third committees set up at the
headquarters as subcommittees of the first implement
QA functionally and quickly. These organizations
always help different departments communicate with
each other in order to improve the quality of products
and to ensure reliability.

Our refineries are certified with ISO 9001, the
international standard for quality management system,
for our main products. We will make efforts to improve
the quality, while regarding safe production as quality.

Related ¢COSMO THE CARD
‘}!‘7 LIOEIIY” o Self service station
eAuto B-cle network
*PP (Privacy policy) p
http://www.cosmo-oil.co, Jp/eng/susta\nab\e/OG/soc/customer html



Relationship with our Stockholders

and Investors

http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/ir.html

We aim to disclose timely and accurate information to our stockholders and investors, and

to improve corporate management practices.

Status of our stockholders

Communication

At the end of March 2006, our stockholders consist of
financial institutions (including trust companies) and
securities companies (49.8% of our outstanding capital
stocks), private individuals and others (19.4%), foreign
investors (18.1%), and domestic corporations (12.5%).
In order for the stockholders and investors to fully
understand the outline of Cosmo Oil and our business
strategies, we promote IR activities through media,
opportunities, or tools that meet their needs.

SRI information

There is a growing interest in Social Responsible
Investment™', which is a generic term for investments
where investors decide which companies to invest in,
not only taking into account the investee's financial
performance, but also its environmental and social
performance. Cosmo Ol has been listed in the "FTSE4
Good Global Index” since March 2003 and in the
“‘Morningstar Socially Responsible Investment Index”
since July 2003, and is also incorporated into multiple
SRI funds.

*4 SRI (Social Responsible Investment) funds: Funds that invest in

companies that discharge their social responsibilities with regard to
social justice, ethics, environment, consumers, employees, and local
communities.

¥ Graph 6
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* In the number of stocks and the Ratio of holding shares, the small size
stockholders are included.

Basic policy of our IR activities

The basic policy of our IR activities is to build up a
relationship of long-term mutual trust with our
stockholders and investors by disclosing our
management philosophy and policies, financial status,
and business strategies at the right time.

Further understanding of Cosmo Oil

We not only issue annual reports and quarterly
stockholder reports, but also disclose information on
our. We also prepare a web page to present a motion
picture of the stockholder's meeting and all documents
distributed, and another web page for a wide range of
private investors to familiarize them with our company.
Consequently, external agencies (including IR support
companies) investigating IR web pages evaluate us
highly.

We send questionnaires to our stockholders via the
stockholder report “C’s Mail” and fed their opinions
back to the management and reflect them in the
contents of reports.

Stockholder report
“C’s Mail”

e Annual report
7% {pon B

——

IR AVE

Website |~

‘53’7 Related
e# information

IR information
http://www.cosmo-oil.co.jp/eng/ir/index.html
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Social Aspect

Relationship with International
Communities and Oil-producing

Countries

http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/international.html

As a member of the international society, we exchange human resources, cultures, and
technologies with developing and oil-producing countries beyond the framework of our

business.

Exchange of cultures

Relationship with oil-producing countries

The overseas offices of the Cosmo Oil Group have a
good relationship with the local communities through
the various contribution activities closely related to their
needs, such as charities and environment preservation
programs.

Examples of activities

Cosmo Oil UK makes a donation to St. Elizabeth’s
Center every year. The center was established more
than 100 years ago to nurse and protect the
handicapped, such as epileptic and autistic people.
QOur contributions in FY2005 assisted the education of
young people at the school adjacent to the center.
Meanwhile, Abu Dhabi Oil makes efforts to preserve the
environment of local communities. In 1983, it started
planting mangroves on an uninhabited island, which
was finally changed to a green island. Abu Dhabi Oll
also protects ospreys and installs artificial fish reef for
local environment preservation.

Desert island (before mangroves were planted)

Green island (after mangroves were planted)
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Cosmo Oil makes efforts to maintain a good
relationship with oil-producing and developing countries
while taking advantage of a training service system
offered by Japan Cooperation Center, Petroleum
(JCCP), to exchange technologies with them.

Examples of activities

In 2005, we exchanged technologies with 30
organizations (national oil refining companies and
petroleum-related laboratories) in 18 countries, such as
the UAE, Qatar, Oman, China, and other Middle East
and Asian countries. We received 156 overseas
trainees and dispatched 86 of our engineers for
training. We provide the training in a variety of fields,
such as refining technology and sales control, but in
recent years, our counterparts have been increasing
their requests for training in technologies aimed at
preserving the environment and energy conservation.

In addition to providing trainings, we help oil-producing
countries construct and run plants in collaboration with
engineering companies, such as JGC Corporation and
Chiyoda Corporation. In July 2005, we started
supporting the construction of the Sohar Oil Refinery,
an environmentally friendly and second-ranked refinery
in Oman. It was completed by August 2006. We will
also start up the latest Residue Fluid Catalytic Cracking
Unit at the refinery.  Our technologies have been highly
appreciated by counterpart countries.

‘;‘6‘,7 Related Track records of domestic and overseas
e information training
http://www.cosmo-oil.co.jp/eng/sustainable/06/
env/communication.html



Social Contribution Activities
http://www.cosmo-oil.co.jp/eng/sustainable/06/soc/contribute.html

For sustainable development based on symbiosis among the planet, humans, and society,
we carry out social contribution activities with the following themes: “education of children
who will be part of the future society,” “the preservation of the global environment—the

foundations of a human society that can persist well into the future,” and “the formation of

a peaceful, mind-rich, and cultural society.”

Concept

._!43’7 elated Details of social contribution activities
—ZALETY hitp://www.cosmo-oil.co.jp/eng/sustainable/06/soc/
contribute.html

Basic policies

e Activities unique to Cosmo Oll

o Full personnel participation

® [ ong-time continuation independent of our business
status

Activities

e To educate children who will be part of the future
society.

e To preserve the global environment—the foundations
of a human society that can persist well into the
future.

e To form a peaceful, mind-rich, and cultural society.

In 1992, we specified the basic policies and started
company-wide social contribution activities. In 1993,
we held the first nature experience program “Cosmo
Waku Waku Camp,” which was voluntarily attended
and run by our staff members.

Since then, we have carried out a variety of next-
generation education programs with the participation of
our staff members, while taking full advantage of
accumulated know-how and building a partnership with
NPOs involved in leading activities in various special
fields.

We continue the activities while adding new programs,
which improves internal and external understanding and
awareness, and which help us achieve mental maturity
regarding our contribution to society.

e Cosmo Waku Waku Camp

This is a nature experience program lasting three
days and two nights for schoolchildren orphaned by
road accidents.

Our staff members learn safety control and psycho-
logical child care in advance, and run this program.

e,

Photo of 14th Cosl

mo Waku Waku Camp

¢ Art Program for Daddies and Kids

To support fathers rearing their children, the branch
offices of Cosmo QOil run the program, “Art Program
for Daddies and Kids,” in cooperation with the local
governments (public facilities) all over Japan. The
purpose of this program is to contribute to the local
communities.

MAYA MAXX, a facilitator, and participating children
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Third-Party Comment

Third-Party Comment

http://www.cosmo-oil.co.jp/eng/sustainable/06/comment.html

Upon reading the Cosmo Oil Group Sustainability Report 2006

Toshihiko Goto

Representative Director, Social Investment Forum Japan

‘ Chair of the Environmental Auditing Research Group

The fact that Cosmo identified some violations of laws and
regulations after the accident occurred at the Chiba refinery
shows the presence of sound ethics and governance in the
company. To take preventive action, Cosmo focuses on
thorough “Compliance and Awareness Improvement.” |
absolutely agree with their conclusions and their clear goals.
However, | believe it is still a very important issue to describe
how to concretely realize such goals and to integrate them
into the construction of “Fair and Better Working
Environment.”

It is generally said that compliance is apt to be vertical
governance. It also has the risk of increasing morale hazard*
because it can create an illusion among workers that safety
could be guaranteed just by following laws and rules
rigorously. In the Sustainability Report 2005, | wrote, “The
only thing that can truly control the huge science and
technology including that for oil or IT is the sense of reverent
awe for something greater than human intelligence.” This
means that to achieve the awareness improvement
mentioned above, Cosmo must let virtues such as the
“sense of reverent awe” and ‘modesty” take root in the
employees and corporate culture, which, as a result,
increases the corporate value as human and organizational
capital.

Since 2005, Cosmo have reformed and reinforced their
governance system. Corporate ethics, CSR (Corporate
Social Responsibility), internal control, and internal audits
separately enhance the governance but cannot be
distinguished from the corporate value point of view.
Cosmo, of course, must not only conform to the new
company act and financial products exchange act which are
enacted recently, but must also get rid of duplicated
functions except those clearly requiring double-checks, in
order to refine the governance (or management)
comprehensively. The explanation of the governance in the

*Morale hazard differs from moral hazard.
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report does not show any bottom-up communications, so |
propose that they be made visible. The consolidated mid-
term environment plan seems to be going well, but | regret
that there was no information provided regarding approaches
to renewable energy. | would like Cosmo to make a
challenge to the quantitative goals of technology
development and new renewable energy resources.

From a brief description of Cosmo’s approach to sociality, |
feel that it is substantial. It is wonderful for Cosmo to be
incorporated into the SRI universe, but | will add that such
position cannot be maintained without continuous
performance improvement and disclosure.

My overall impression of the report is that Cosmo has
drastically reviewed various activities. However, stakeholder
engagement is becoming a global trend. | believe that
Cosmo must first grasp expectations from stakeholders
through a variety of engagements and realize such
expectations by the main business, which is really the
foundation of CSR—Corporate Social Responsibility. For
this purpose, the virtues and culture mentioned before are
important.

The report includes many cross-references to their website,
which is a significant improvement about which | feel very
good. However, the website is not yet completed, so |
would like Cosmo to upgrade it as soon as possible. It is
agreeable that the data section, which was accompanied
until last year's report, has been transferred on the website. |
expect that the transferred data on the website will become
easier to read with more information added.

Finally, Cosmo seems to be making efforts to present
information numerically—making data visible. ~ Still, | hope
that Cosmo enhances the disclosure of more numerical
data including the penetration of compliance, the degree of
which is being measured.



Independent Review Report

Independent Review Report
http://www.cosmo-oil.co.jp/eng/sustainable/06/assurance.html
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Independent Review Report on “Cosmo Oil Group Sustainability Report 2006™

To the Board of Directors of Cosmo Qil Co., Ltd.,

1. Purpose and Scope of our Review

We have reviewed “Cosmo Oil Group Sustainability Report 2006™ (the “Report™) of Cosmo
Qil Co., Ltd. (the “Company™) for the year ended March 31, 2006. Our engagement was
designed to report to the Company, based on the results of our review, whether the
environmental, social and economic performance indicators and the environmental accounting
indicators (the “Indicators”) for the period from April 1. 2005 to March 31, 2006 included in
the Report are collected, compiled and reported, in all material respects, rationally and in
conformance with the Company’s policies and procedures. The indicators disclosed on the
websites to which the Report refers are outside the scope of the Independent Review Report.

The Report, including the identification of material issues, is the responsibility of the
Company’s management. Our responsibility is to independently report the results of our
procedures performed on the Indicators.

2. Procedures Performed

We have performed the following review procedures:

e  With respect to the Company’s policies for compilation of the Report, interviewed the
Company’s responsible personnel.

*  Assessed the Company’s procedures used for collecting, compiling and reporting the
Indicators.

*  With respect to the way of collecting the Indicators and the process flow of calculating
them, interviewed the Company’s responsible personnel and reviewed the systems and
processes used to generate the values of the Indicators.

 Compared the Indicators on a sample basis with the supporting evidences to test the
conformity in collection, compilation and reporting of the Indicators to the Company’s
policies and procedures, and recomputed the Indicators.

e Made an on-site inspection of the Sakaide Refinery.

*  Evaluated the overall statement in which the Indicators are expressed.

3. Results of the Procedures Performed

Based on our review, nothing has come to our attention that causes us to believe that the
Indicators i the Report are not collected, compiled and reported, in all material respects,
rationally and in conformance with the Company's policies and procedures.

LpMG fyon _Laduinodlly Co, LU

KPMG AZSA Sustainability Co.. Ltd.

Tokyo, Japan
November 7, 2006
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GRI Content Index

GRI Content Index

http://www.cosmo-oil.co.jp/eng/sustainable/06/gri.html

Report Content

Statement of the organization's vision and strategy regarding 4
Vision and its contribution to sustainable development.
Strategy
Statement from the CEO (or equivalent senior manager)describing key elements of the report. 3-4
Organizational Profile (Name of reporting organization, head office address, number 7-8.30.31
of employees, list of stakeholders) T
2. Profile Report scope (Contact person(s), reporting period, boundaries of report) 1,40
Report profile (Decisions not to apply GRI protocols, Policy with regard to providing
independent assurance, Means by which report users can obtain additional 1,37,38
information)
Structure and Governance (Processes for management of economic, environmental,
and social risks, Policies relevant to economic, social, and environmental 10,11,17
performance)
Governance Stakeholder Engagement (Identification of stakeholder, Approaches to stakeholder 1,26,30,32
3 Structure and consultation) 33,34,35
Management
Systems Overarching policies and management systems (whether and how the precautionary 11.12-13
approach or principle is addressed, Policies for supply chain management, ’
programmes and procedures pertaining to economic, environmental, and social 14,16,17-18
performance, Status of certification pertaining to economic, environmental, and 209531 33
social management systems) e
4 GRI Content 39
Index
Customers 8
Suppliers -
Economic Performance Company Staffs -
Indicators Providers of Capital -
Public Sector -
Indirect Economic Impacts -
Materials 19
Energy 19-20,21-22
Water 19
Biodiversity 22
B TS Environmental performance Emissions, Effluents, and Waste 19-20,21,23
Indicators indicators Suppliers _
Products and Services 20
Compliance -
Transport 19-20,22
Overall 18
Labor Practices and Decent Work (Employment,
Labour, Health and Safety, Training and 31-32
Education)
Social Performance Human Rights (Non-discrimination, Freedom of Association) 12,31
Indicators Society (Community, Bribery and Corruption) 30

Product Responsibility (Customer Health and
Safety, 12,33
Products and Services)

This GRI Content Index shows where the information listed in GRI Sustainability Reporting Guidelines 2002 is located within this report.
See our website for more detailed Index that shows where the information listed in Guidelines is located within this report and our web-base report.
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