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Economic Performance

1. Financial Results

Commitment to a Solid Earnings Foundation

Trends in main financial indicators

Showa Shell has strengthened its financial position
significantly since the start of its Jump-21 program, primarily
through structural cost reduction and debt reduction. As a
result, the accumulated cost reductions from FY1996 through
FY2004 totaled ¥121.6 billion, and petroleum products

m Consolidated Ordinary Income
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*1 Weighted average method: a method of determining in-stock inventory value at the end of an accounting
period based on the average purchase price during that period.

*2 Current cost of supply base: Calculation using cost excluding the impact of evaluation on inventory
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resulting from thoroughly managed operations for minimum
cost continue to be supplied to the market. Further, the cutin
accumulated consolidated interest-bearing debt over the
same period totaled ¥325.0 billion. Showa Shell's reliance on
borrowed capital is the lowest in the industry.
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(as of June 2005)
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m Refinery utilization Rate
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2. Earnings Overview for Fiscal 2004

Fiscal 2004 (ended in December 2004) was a very
challenging year due to record-high oil prices. With crude oil
accounting for the majority of the Company’s manufacturing
costs, Showa Shell has to react swiftly to rising prices of
crude oil. Although not immediately apparent during the first
half of fiscal 2004, Showa Shell succeeded in adjusting its
gasoline and other prices to compensate for rising crude oil
prices by the second half of fiscal 2004. This resulted in a
year-on-year increase in ordinary income of 62.2% to ¥61.9
billion, a record high. Of this, ¥21.5 billion resulted from inven-

u Oil price trends

tory valuations from the petroleum price increase.
Discounting for this effect, actual base ordinary income (on
the basis of current cost of supply) was up 11.3% to ¥40.4 bil-
lion. Income not impacted by oil price fluctuations has also
started to increase. The company has introduced the use of
asset-impairment accounting two years before being obligat-
ed to do so. As a result, net income was ¥2.36 billion. The
early introduction of asset-impairment accounting has
strengthened Showa Shell’s financial structure and
increased the transparency of its financial position.
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For details, please see the Showa Shell website:

http://www.showa-shell.co.jp/ir






