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 TonenGeneral Sekiyu Business Strategy                                   
 
  The oil industry is comprised of several segments, from exploration, development and 
production of crude oil to refining, transportation and marketing of petroleum and 
petrochemical products. 
  The TonenGeneral Group's businesses are centered on the downstream and chemical areas, 
including manufacturing, processing and marketing of petroleum and petrochemical 
products.  

 
 
 

This material contains forward-looking statements based on projections and estimates that involve many variables. 
TonenGeneral operates in an extremely competitive business environment and in an industry characterized by rapid 
changes in supply-demand balance. 
Certain risks and uncertainties including, without limitation, general economic conditions in Japan and other countries, 
crude and product prices and the exchange rate between the yen and the U.S. dollar, could cause the Company’s results 
to differ materially from any projections and estimates presented in this publication. 
 
The official language for TonenGeneral's filings with the Tokyo Stock Exchange and Japanese authorities, and for 
communications with our shareholders, is Japanese. We have posted English versions of some of this information on this 
web site. While these English versions have been prepared in good faith, TonenGeneral does not accept responsibility for 
the accuracy of the translations, and reference should be made to the original Japanese language materials. 
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  An Interview with President Philippe Ducom                              
 
 

 
 
 
 
 
 
 
What was the impact of the Great East Japan 
Earthquake on TonenGeneral, and how did the 
Company respond to the disaster? 
 

First of all, on behalf of everyone at TonenGeneral and 
the ExxonMobil Group, I would like to express our deepest 
sympathies to the people who suffered from the effects of 
the Great East Japan Earthquake. We will continue to do 
everything we can to support recovery efforts through 
social contribution activities and the stable supply of 
petroleum and chemical products. 
 

The Great East Japan Earthquake certainly reaffirmed the 
importance of energy in general, and of petroleum in 
particular. TonenGeneral responded swiftly to the 
earthquake, demonstrating the value of our focus on safety, 
our consistent planning for emergencies, and our 
commitment to effectiveness. The Kawasaki Refinery 
experienced an emergency shutdown on March 11, 2011, 
but had restarted partial production by March 17 and was fully operational as of March 18. We 
mobilized people and processes immediately and intensely following the disaster, which helped us get 
the Kawasaki Refinery back online as quickly as we did. Our commitment to preparedness also 
contributed significantly to the rapid reopening of the ExxonMobil Japan Group’s Shiogama Terminal in 
the stricken area, in collaboration with other companies and the Japanese government. Reopening this 
terminal allowed the industry to resume the supply of petroleum products to the disaster area well ahead 
of schedule, and I am proud this cooperative effort made an important contribution to the region’s 
ongoing recovery. 

 
In addition to donating one million liters of fuel to municipal authorities in Iwate, Miyagi and 

Fukushima prefectures, the areas hit hardest by the Great East Japan Earthquake, we had approximately 
60 percent of our General, Esso and Mobil branded service stations back in operation within about two 
weeks of the disaster. While in the area as part of the recovery operation, I joined the mayor of a town in 
the disaster zone in launching a new service station that had been planned since before the quake. I got 
the strong impression that everyone from the area was glad to be involved in returning to business as 
usual, and glad the companies that served the community before the earthquake were as committed to 
doing so after the disaster. 
 

Moreover, I think some people were pleasantly surprised to realize that TonenGeneral and the 
ExxonMobil Japan Group fulfill their social responsibilities with the same enthusiasm and commitment 
as they do their normal business. For us, however, support for the community is a normal part of our 
business. We see ourselves as a member of society, and stakeholder satisfaction will always be a top 
priority. 
 

Going forward, many of the longer-term effects of the earthquake have yet to emerge, and we will be 
dealing with them over the next several quarters. However, the earthquake has not changed our 
long-term strategy, or our commitment and ability to maintain strong shareholder returns. 

The company continues to confront 
many challenges in its united efforts 
toward recovery and reconstruction 

Philippe P. Ducom 
Representative Director,  
President 
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What strengths helped TonenGeneral handle the disaster? 
 

I think the number one feature that differentiates TonenGeneral is the quality of our people. We are 
exceptionally skilled and well trained, and have a systematic, quality-oriented culture that emphasizes 
compliance. This is critical in our business, because it is the backbone of our highly safe, reliable and 
competent operations. It was also key to responding effectively to the earthquake and restoring our 
ability to create value. 
 

Our refineries are large, complex installations, but the strong seismic activity did not cripple them, 
demonstrating the benefits of our comprehensive attention to safety in everything we do, from the 
design and operation of facilities to the safety of delivery and service stations. Operations in Japan are 
extremely successful at managing change, and we demonstrated that again in dealing with the effects of 
the earthquake and quickly restoring full capacity. 
 

Our people are also part of an effective operating system. Operational excellence is in our blood. 
Every day we work to maintain safety, preclude problems, and prepare for potential problems such as 
earthquakes. We invest a tremendous amount of time and effort to continuously improving Process 
Safety, and have complied with laws and ordinances as well as our exhaustive Operations Integrity 
Management System* to make continuous improvements in this critical area. Our system demonstrated 
its value yet again in March 2011. 
 
* The Operations Integrity Management System developed by ExxonMobil. Composed of 11 elements, this 

rigorous management system requires continuous improvement of operations. 
 
 
What market developments are affecting TonenGeneral, and how is the Company adapting to 
them? 
 

In July 2010, the Ministry of Economy, Trade and Industry required all oil refining companies to 
increase the bottom-cracking capacity ratio of equipment used in refining heavy oil by March 2014. We 
assiduously examined all the alternatives for complying with the regulations and submitted a plan at the 
end of October 2010 that incorporated multiple scenarios, including reducing atmospheric distillation 
equipment and increasing bottom-cracking capacity. Since about two and half years remain until the 
compliance date, we will make a final decision after continuing to assess the options in our typically 
rigorous manner. 
 

A key theme of our operations, however, is adhering to our long-term strategy. According to the 
Ministry of Economy, Trade and Industry’s “Long-term Energy Demand and Supply Outlook,” oil is 
and will remain a central player in Japan’s primary energy supply, meeting one-third of the country’s 
2030 energy needs. However, demand for petroleum products in Japan is expected to decline between 
now and 2030, driven by continued focus on energy conservation, a shift to other energy sources, 
relatively slow economic growth, and an aging population.  
 
 In this business environment, all functions of our Oil and Chemical segments are working together to 
pursue efficiency and improve profitability. While our strategy is long term, it provides flexibility to 
accommodate short-term trends as we work to maximize returns. For example, our world-class facilities 
give us the ability to excel at molecule management, which means we can adjust our product mix in the 
short-term to supply the most profitable types of molecules, from gasoline or kerosene to chemicals, 
that we can produce from crude oil at any given time in any given market cycle. Detailed molecule 
management lets us focus on efficiency, margin upgrading, and the use of lower-cost crudes. That is 
how we have been creating value for many years, and how we will generate the additional margin that 
our competitors cannot. 
 

Being part of the ExxonMobil Group helps us because we have immediate access to support outside 
Japan. It also helps us optimize molecule management because we can exchange finished and 
intermediate products between refineries both in Japan and overseas. 
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Will TonenGeneral continue paying stable dividends despite the Great East Japan 
Earthquake? 
 

The short answer is yes. The earthquake was a 
major disaster that has caused great loss and sadness, 
and our hearts go out to the people who have been 
affected. In terms of TonenGeneral’s business, 
however, it is a short-term phenomenon. We have 
restored operations, and Japan is steadily rebuilding. 
Longer term, it is not going to change the markets 
we serve or the petroleum and chemical demand 
trends we foresee.  

 
And we are not going to let short-term trends 

distract us from our focus on the significant 
opportunities from which we can generate 
consistently strong, long-term returns. TonenGeneral 
does not commit to “me too” projects in response to short-term developments. Instead, we invest in 
projects that are unique, that differentiate TonenGeneral, and that provide sustained competitive 
advantage. This selective, disciplined investment builds a long-term base for superior shareholder 
returns. At the same time, we are maintaining our focus on continuous efficiency gains. This benefits 
shareholders because it drives consistently strong returns, and benefits the environment because it 
consistently reduces our environmental footprint by reducing the energy and resources we use to 
provide the energy society needs. 
 

TonenGeneral has rigorous standards for return on investment. We reinvest the capital our business 
generates when doing so will meet or exceed these standards, and we return capital to shareholders 
when it will not. The best way to fulfill this commitment to shareholders is by paying stable and 
consistent dividends, rather than changing dividends according to short-term results. Consequently, we 
focus on generating superior value, because that allows us to generate consistent dividends for our 
shareholders. Our approach is built on financial strength and a strong balance sheet. We intend to 
maximize shareholder value over the very long investment cycles that characterize our business, and our 
dividend policy is tied to that long-term view. 
 

Over the past 10 years, our approach has provided our shareholders with an average annual return of 
7 percent including share price appreciation and cumulative dividends, which outpaces the TOPIX and 
TP-Oil. We will continue to manage the company’s financial affairs prudently with a long-term 
commitment to maximizing shareholder value. 
 

September 2011 
 

P. P. Ducom 
Representative Director, President 
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  The Great East Japan Earthquake: Effects on the ExxonMobil Japan        
  Group and Our Recovery Assistance Activities                             
 
  We would like to express our heartfelt sympathy to all 
those affected by the Great East Japan Earthquake on 
March 11. 
  Since the earthquake, the entire ExxonMobil Japan 
Group, including TonenGeneral Sekiyu K.K., has worked 
together to assist with recovery and reconstruction efforts, 
including the restoration of stable supplies of petroleum 
products to the affected areas. 
 

Thankfully, the effects of the Great East Japan Earthquake on the 
ExxonMobil Japan Group did not include injury to any of our 
people. Damage to equipment at refineries and terminals was also minimal. Although several units at our 
Kawasaki refinery went into emergency shutdown, product deliveries were resumed on March 12, the day 
after the earthquake, by drawing on inventory and transferring products from western Japan. Operations were 
back to normal by March 18. 

 
However, the supply network for petroleum products in Tohoku was disrupted by the earthquake, resulting 

in severe fuel shortages. In response, the ExxonMobil Japan Group, including TonenGeneral Sekiyu K.K., 
focused on restoring operations at ExxonMobil’s Shiogama terminal in Miyagi Prefecture to provide a base 
for supplying petroleum products to the quake-stricken region in accordance with instructions from 
TonenGeneral Sekiyu president Philippe Ducom to “do everything we can to provide assistance to the 
affected area”. As a result, operations resumed on March 20, with receipt of marine shipments of products 
possible from the following day. We have called on other companies in the oil industry to share the facility 
and are directing our efforts toward providing a stable supply of fuel to support the quake-hit region. 

 
Once stable supplies were restored, we began providing a total of 

one million liters of fuel free of charge to local governments in the 
worst-hit prefectures of Iwate, Miyagi, and Fukushima on April 11. 
This was achieved using recovery assistance fuel coupons which 
could be redeemed for fuel free of charge at designated Esso, Mobil 
or General service stations in these three prefectures. To support an 
area where all of the nearby service stations were lost or rendered 
inoperable by the disaster, we coordinated with relevant agencies to 
establish a temporary service station equipped with ISO containers 
holding 40,000 liters of gasoline and diesel in the city of 
Rikuzentakata in Iwate Prefecture. The facility was completed on 
April 21 and handed over to the city of Rikuzentakata, the next day. 
Operation by a local fuel company also began on April 22.   
 
◆ Recovery Assistance Activities and Status of Operations of the ExxonMobil Japan Group after the Great East 

Japan Earthquake 
 

Date Status of Operations/Recovery Assistance Activities 

March 14 Increased production of gasoline products at Sakai and Wakayama refineries. 

17 Stepwise resumption of operations at Kawasaki refinery. Full production resumed on March 18. 
18 Damage assessment team arrives at Shiogama terminal in Miyagi Prefecture. 
20 Shiogama terminal resumes operations and product shipments. 

21 
All refineries back to full production with the resumption of full operations at Kyokuto Petroleum 
Industries’ Chiba refinery. Kawasaki refinery supplies one million liters of gasoline and one million 
liters of kerosene for heating to the Shiogama terminal by marine shipment. 

April 11 One million liters of fuel provided free of charge to municipal governments in Iwate, Miyagi, and 
Fukushima Prefectures. 

22 ISO container-equipped temporary service station with a 40,000 liter capacity installed in 
Rikuzentakata in Iwate Prefecture. 

Delivery of 1,000 200-litter drums of emergency 
fuel from Wakayama refinery to the 
quake-affected region gets underway 

TonenGeneral Sekiyu president Philippe Ducom 
hands the temporary service station over 
to Rikuzentakata mayor Futoshi Toba 
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  Financial Review                                           
  Business Overview and Shareholder Return (Jan. 1 – Jun. 30, 2011)        
                                                   
  TonenGeneral Consolidated Financial Results                                

Net sales for the 2QYTD 2011 totaled 1,305.5 billion yen, an 11.3% increase from the same period 
last year, primarily reflecting higher product prices partly offset by lower sales volume. 

Operating income was 217.8 billion yen, up 204.2 billion yen from the same period last year, 
primarily due to the significant positive inventory-related effects driven by the inventory valuation 
method change from the last-in-first-out (LIFO) method which used to be applied until December 2010 
to the weighted average cost (WAC) method applied beginning on January 1, 2011. 
Ordinary income totaled 218.7 billion yen (up 204.0 billion yen) and net income was 130.0 billion yen 
(up 101.4 billion yen). 

 
The results by segment* are as follows: 
 
(1) Oil segment 
  Segment income in the Oil segment totaled 208.1 billion yen, a 202.3 billion yen increase from 
the same period last year. This includes positive inventory-related effects of 199.2 billion yen 
associated primarily with the inventory valuation method change from LIFO to WAC. Also, 
beginning this year, the Company has changed the timing of cost recognition for crude and 
feedstock to arrival point from loading point. 
  Excluding inventory related effects and crude cost recognition timing effects as noted in the 
table below, adjusted segment income for the 2QYTD 2011 was 8.9 billion yen, an 11.4 billion 
yen increase from the same period last year. The improvement reflects primarily an upturn in 
product margins from last year’s depressed levels. Conversely during April and May of this year, 
there was an adverse effect associated with an unplanned outage of the H-Oil unit at the Kawasaki 
refinery. Normal operations have been restored. 
 
* “Accounting Standard for Disclosures about Segment of an Enterprise and Related Information” has been applied 

beginning in 2011. Total segment income is the same as operating income in the quarterly consolidated statement of 
income. 

 
 
Oil segment income compared with the same period last year 
           

Items 
2QYTD 2011 

January 1, 2011 through 
June 30, 2011 

2QYTD 2010 
January 1, 2010 through 

June 30, 2010 
Difference 

Segment income as reported 208.1 5.8 202.3 

Inventory-related gains 199.2 9.3 189.9 
Effect of difference in timing  
of crude cost accounting － (1.0) 1.0 

Segment income excluding  
above special factors 8.9 (2.5) 11.4 

 

Items 
2QYTD 2011 

January 1, 2011 through 
June 30, 2011 

2QYTD 2010 
January 1, 2010 through 

June 30, 2010 
Difference Inc./(Dec.) 

(%) 

Net Sales 1,305.5 1,173.0 132.5 11.3 

Operating Income 217.8 13.6 204.2 － 
Ordinary Income 218.7 14.8 204.0 － 
Net Income 130.0 28.6 101.4 354.7 

 (Unit: billion yen) 

(Unit: billion yen) 
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(2) Chemical segment 
  Chemical segment income totaled 9.7 billion yen, a 1.9 billion yen increase from the same period 
last year. This result includes the positive 2.0 billion yen inventory effects primarily associated with 
LIFO-WAC change. Segment income without this effect was 7.7 billion yen, almost equal to the same 
period last year. 
  Despite the negative factors in this period including regular turnarounds at the Wakayama and Sakai 
sites and an unplanned two week outage of the steam cracker at the Kawasaki site, Segment income 
excluding inventory factors was almost the same level as last year, as a modest margin increase offset 
the operating factors. 
 
  Cash Flow and Debt Balance                                                                                      
  Free cash flows (the sum of cash flows from operating activities and from investing activities) were 
positive 13.5 billion yen mainly due to operating income excluding inventory factors and tax timing 
effects. As a result, our net debt/equity ratio* became minus 7% and our financial position remains 
strong. 
 
  Forecast for Full Year 2011 Consolidated Earnings                                                          
  Our full year 2011 Consolidated earnings forecast is as follows:  
    
  Our forecast of pre-tax consolidated operating 
income for full-year 2011 remained unchanged 
from the previous forecast announced in May 2011. 
TonenGeneral Sekiyu does not forecast prices of 
crude oil or petroleum products, and our forecast 
above simply assumes that the price levels of June 
this year continue through year end.   
 
  Dividend Policy and Forecast                                                   
  The steady enhancement of shareholder value from a long-term perspective is an important 
objective for us. We will continue to seek the proper balance in implementing the Company’s dividend 
policy.  
We have not changed our forecast for 2011 full-year dividends announced in February 2011. Interim 
dividends for 2011 were 19 yen per share (the same as 2010). Year-end dividends for 2011 are forecast 
to be 19 yen per share resulting in 38 yen per share on full-year basis (the same as 2010), subject to 
review of our full year business performance and cash flow results and the decision of both our Board 
of Directors and shareholders.  
 
Change in Inventory Valuation Method and its Financial Impact 
  As a result of accounting standard revisions, the use 
of LIFO (Last-In First-Out) is no longer allowed. 
TonenGeneral changed its crude and product inventory 
valuation method from LIFO to the weighted average 
cost (WAC) method in 2011. As a result of the change 
in the inventory valuation method, 160 billion yen of 
one-time gain are estimated to be realized in 2011.  
  Under WAC, the current period cost of goods sold 
and the closing inventory are evaluated using the 
average cost of the opening inventory and of crude 
and products acquired or manufactured during the 

current period. Under WAC, if crude prices increase 
(or decrease) during the period, as relatively low (or 
high) cost of goods sold are flowed income, inventory 
gain (or loss) tend to be realized. 
  If prices and volumes remained approximately the 
same as those in place in June 2011, on-going WAC 
gain (43 billion yen) resulting from the increase in 
crude prices in 2011 are estimated at 43 billion yen, 
totaling 203 billion yen (pre tax) to be realized as 
inventory related effects in 2011. 

 
 
 
 
 
 
 
 
 
 

(Announced on August 12, 2011) Full Year 2011 

Net Sales 2,800 
Operating Income 240 
Ordinary Income 242 
Net Income 145 

(Unit: billion yen) 
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  Consolidated Financial Statements                             
 
  Summarized Consolidated Statement of Income                                
 

 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Segment Information                                                                 
 

 
 

  (Unit: million yen) 
2QYTD 2011 2QYTD 2010 

Jan.1, 2011 
through 

Jan.1, 2010 
through 

  
Account title 

  Jun. 30, 2011 Jun. 30, 2010 
Net sales 1,305,493 1,173,019 
Cost of sales 1,072,230 1,143,379 
Gross profit 233,263 29,640 
Selling, general and 
administrative expenses 15,439 16,009 

Operating income (loss) 218,724 13,631 
Non-operating income 1,099 1,385 
Non-operating expenses 176 230 
Ordinary income (loss) 217,747 14,787 
Extraordinary income 505 20,518 
Extraordinary loss 668 969 
Income (loss) before 
income taxes 218,584 34,336 

Income taxes 88,592 5,748 
Income before minority 
interests 129,992 － 

Net income （loss） 129,992 28,587 

Net sales was 1,305.5 billion yen, 
132.5 billion yen increase from 
2Q10YTD reflecting higher average 
product prices partially offset by 
lower volumes 

（Note）Round down less than one million yen 

Operating income was 217.8 billion 
yen, a 204.2 billion yen increase 
from 2Q10YTD due mainly to 201.2 
billion yen inventory gain realization 
associated with the change in 
accounting method for inventory 
valuation  
  



  Summarized Consolidated Balance Sheet                                        
 
 
 
 
 
 

 
 
 
 

 
 
 

 
 
 

 
  Summarized Consolidated Statements of Cash Flows                             
 
 

 
 
 
 
 

 
Account title 

Current 
period 

Prior 
period 

  June 30, 
2011 

December  
31, 2010 

Current assets 790,444 637,471 
Noncurrent assets 252,289 269,375 
 Property, plant and equipment 181,448 187,960 
 Intangible assets 4,288 4,302 
 Investments and other assets 66,552 77,112 
Total assets 1,042,733 906,846 
Current liabilities 556,533 597,766 
Noncurrent liabilities 118,596 60,784 
Total liabilities 675,130 658,551 
Shareholders' equity 367,681 248,451 
Valuation and translation 
adjustments  (78) (156) 

Net assets 367,603 248,295 
Liabilities and net assets 1,042,733 906,846 

(Note) Round down less than one million yen. 

Current assets increased by 153.0 
billion yen from the end of 2010, 
mainly because of the increase in 
inventory book value due to the 
valuation method change. 

Noncurrent liabilities increased by 
57.8 billion yen from 2010 end, which 
is mainly attributable to the significant 
increase in deferred tax liabilities 
associated with inventory valuation 
method change. 

Please refer to our web site for more detailed financial statements: 
http://www.tonengeneral.co.jp/apps/tonengeneral/english/index.html 

(Unit: million yen) 
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  Corporate Overview  (as of June 30, 2011)                                                       
 
Company Name TonenGeneral Sekiyu K.K. 
 
Securities Code 5012 (Tokyo Stock Exchange, First Section) 
 
Established July 26, 1947 
 
Paid-in Capital 35,123,100,900 yen 
 
Major Business Marine transportation of crude oil and petroleum products,  manufacturing, 

processing and sales of petroleum products, and manufacturing, processing and 
sales of chemical products 

 
Major Products Gasoline, Naphtha, Jet fuel, Kerosene, Diesel fuel, Fuel oils, Lubricants, LPG and 

Chemical products 
 
Number of Employees Consolidated: 2,224 (46 increase vs prior year end) 
 
Directory Head Office: 1-8-15, Konan, Minato-ku, Tokyo, Japan 
 Kawasaki Refinery: 7-1, Ukishima-cho, Kawasaki-ku, Kawasaki, Kanagawa, Japan 
 Sakai Refinery: 1, Chikko Hamadera-cho, Nishi-ku, Sakai, Osaka, Japan 
 Wakayama Refinery: 1000, Hama, Hatsushima-cho, Arida, Wakayama, Japan 
 Research Center: 6-1, Ukishima-cho, Kawasaki-ku, Kawasaki, Kanagawa, Japan 
 
 
 
 
 

 
 
 
 
 
 
 
 

   Major Consolidated Affiliates and Related Companies                           
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Shareholder No. of Shares 
(Thousand) 

% of Total 
Shares 

ExxonMobil Yugen Kaisha 282,708 50.02 
Japan Trustee Services Bank, Ltd. (Trust account ) 12,021 2.12 
The Master Trust Bank of Japan, Ltd. (Trust account) 9,887 1.74 
Kochi Shinkin Bank 8,574 1.51 
Barclays Capital Securities Limited 6,000 1.06 
SSBT OD05 OMNIBUS ACCOUNT - TREATY CLIENTS 5,150 0.91 
Sompo Japan Insurance Inc. 4,819 0.85 
Nippon Life Insurance Company 4,544 0.80 
STATE STREET BANK WEST CLIENT - TREATY 2,739 0.48 
Japan Trustee Services Bank, Ltd. (Trust account 1) 2,346 0.41 
 
 

  Stock Information  (as of June 30, 2011)                                            
  

 
Number of shares authorized to be issued: 880,937,982 shares 
Number of shares issued: 565,182,000 shares 
Number of shareholders: 48,025 persons 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Major Shareholders 

 
  IR News                                                               
 
 
 
 
 
 
 
 
 
 
    
 （決定 

Tonen Chemical Kawasaki Plant tour 
A tour of the Tonen Chemical Kawasaki Plant for 
equity analysts was conducted in July, 2011. After 
changing into work uniforms and donning 
protective gear, the thirty-three analysts participated 
in a plant tour followed by an explanation and Q&A 
session presented by president Philippe Ducom, 
refinery manager Jun Mutoh and other members of 
management, which helped to increase their 
understanding of the company's safe operations and 
business activities. We will continue our efforts to 
further improve our disclosure of information. 




