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Message to Readers

This publication, Sustainability Report 2009: The Energy Challenge, presents Showa Shell Sekiyu’s fundamental approach

to achieving a sustainable society, and outlines the efforts being made toward that goal.

Structure of the Sustainability Report

This booklet focuses on Showa Shell Sekiyu Group’s approach to sustainability, and presents this information in the simplest possible

terms. The contents of this report, due to its material importance, are sure to be of significant interest to stakeholders and of considerable

importance for the management of the Group.

The online version of this report contains as much information as possible given the company’s desire to provide extensive coverage of the

issues, including topics and data that could not be included in the printed version. Based on the three principles of the AA1000 AccountAbility

Principles Standard'— materiality, inclusivity, and responsiveness—the company has investigated which topics need to be covered in this report,

with consideration given to the suggestions made by various subject matter experts and the results of a survey of stakeholders.

1 CSR information disclosure regulations issued by the UK nonprofit think tank AccountAbility designed to ensure that companies fulfill their reporting responsibilities to their stakeholders.
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Sustainability Report 2009

e Vision for sustainable development

o Communicating with stakeholders

e Sustainable management promotion system

Sustainability Report 2009 Website
® This is a detailed version of the printed report. It contains
more defailed information and additional data.

http:/ /www.showa-shell.co.jp/society/index.html

Annual Report 2008
* Management policies
® Review of operations

¢ Corporate information
e Financial data

Investor Relations website

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

Opinions and Impressions Welcome

This Sustainability Report is intended to serve as a tool for communicating with readers, so that improvements can be made to the

company’s sustainability-focused activities and to the report itself. A survey is attached to this booklet to facilitate the submission of feedback.

Online users will find a banner (Feedback Manager) in each section where they can provide opinions and comments on the report.

Scope of applicability
This report mainly covers activities by Showa Shell Sekiyu Group.
When references to other companies are made, the companies are

clearly identified. (See p. 4 for a list of Group companies.)

Period covered

This report covers the company’s performance for the one year period
from January through December 2008, with some exceptions. The
report’s coverage of policies and initiatives includes some that took

place in 2009, and time periods for those are noted as necessary

Date of publication
July 2009

Guidelines used as references

*Sustainability Reporting Guidelines Version 3.0 (G3) (Global
Reporting Initiative)?

*Environmental Reporting Guidelines (Fiscal Year 2007 Version)
(Ministry of the Environment of Japan)

*Environmental Accounting Guidelines 2005 (Ministry of the

Environment of Japan)
2 International guidelines related to corporate sustainability reporting issued by the
Global Reporting Initiative (GRI) headquartered in the Netherlands.

Inquiries regarding the Sustainability Report
Public Affairs Division, Showa Shell Sekiyu K.K.
Tel: 81-3-5531-5591 Fax: 81-3-5531-5598
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Company Profile and Business Overview

Company Profile (as of December 31, 2008)

Trade name: Showa Shell Sekiyu K K.
Head Office: Daiba Frontier Building 2-3-2 Daiba, Minato-ku, Tokyo 135-8074, Japan
Established: January 1, 1985
Formed as a result of the merger of Showa Qil Co., Ltd. (established in 1942) and Shell Sekiyu K.K. (established in 1900).
Paid-in Capital: ¥34,197,585,900

Number of employees:

consolidated, 5,229; non-consolidated, 979

Showa Shell Sekiyu Group:

52 companies (40 consolidated subsidiaries; 12 equity method subsidiaries and offiliates)

Service stations:

4,305

Branches:

9 (Hokkaido, Tohoku, Tokyo, Kanto, Chubu, Kinki, Chugoku, Shikoku, and Kyushu)

Lubricating oil plants:

2 (Yokohama and Kobe)

Depots:

5 (Kushiro, Shiogama, Sado, Hiroshima, and Karatsu)

Terminals:

4 (Niigata Petroleum Product Import Terminal, Hekinan LPG Terminal, Takamatsu Asphalt Terminal, and Mie Plant)

Consolidated Sales

Consolidated Ordinary Income (Loss) Consolidated Net Income (Loss)

(Billion yen) (Billion yen) (Billion yen)
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Capital Investment

1Income on a current cost of supply (CCS) basis:
Income calculated excluding inventory valuation effects.

Dividend and Dividend Yield Number of Employees
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Business Overview

Showa Shell Sekiyu is striving to secure stable supplies of energy while reducing its
adverse environmental impact and developing new energies and environmentally
friendly products. In its oil and non-oil businesses, the company aims to deliver higher

levels of customer convenience and added value, and to achieve sustainable growth.

0il Busines |

Procurement and Shipment

Showa Shell procures crude oil through its
partnerships with the Shell Group and the
oil producing nations of the Middle East,
and particularly with Saudi Aramco. The
company uses large, double-hulled tankers
to ensure that its oil is transported in a safe
and stable manner.

B

Storage and Distribution

Showa Shell strives to deliver high quality prod-
ucts to customers in a safe and stable manner, by
transporting its products over both land and sea
from its storage depots, oil product import termi-
nal, LPG terminal, and asphalt terminal. At the
same time, the company makes efforts to improve
its transportation efficiency and reduce the adverse
environmental impact of its transport operations.

_— —

Refining

The Group’s three oil refineries, Showa
Yokkaichi Sekiyu Co., Ltd., Toa Oil Co.,
Ltd., and Seibu Oil Co., Ltd., have adopted
the Shell Group’s Health, Safety, Security,
and Environmental Protection Management
System (HSSE-MS) and continue to refine
crude oil using efficient and stable processes.

Sales

Showa Shell is promoting the development
of service stations that meet its customers’
needs. Through strong partnerships with its
620 dealers nationwide, the company is
working to achieve sustainable growth by
creating high levels of added value and
pursuing customer satisfaction.

Non-0il Business |

‘*x .I!E E =

Next-Generation CIS Solar Business

Showa Shell is committed to the development of thin-film CIS photovoltaic modules, a high-quality
source of energy with a low environmental impact. Commercial production of the CIS photovoltaic mod-
ules began in 2007, and the company is striving to achieve technological innovations aimed at expanding

the scale of this business in the future.

Power Business

Showa Shell is working with Tokyo Gas Co., Ltd.
on a joint project to construct the Ohgishima
Power Station, a thermal power plant that will run
on liquid natural gas (LNG), the cleanest of the
fossil fuels. Going forward, Showa Shell will con-
tinue to supply electrical power, as an energy
source with a low environmental impact, to an
even larger number of customers.

Other Businesses
In its Energy and Home Solutions Business,
Showa Shell is offering city gas supply services,
home security services, and house-cleaning ser-
vices. In this new business sector, the company is
working to commercially develop products and
services in anticipation of its customers’ needs.

Group Companies (as of December 31, 2008)
5/ Companies that have adopted the HSSE-MS' (20 companies including Showa Shell Sekiyu)
1Health, Safety, Security and Environmental Protection (HSSE) Management System

Company name

Major businesses

Consolidated subsidiaries (40 companies)

Showa Yokkaichi Sekiyu Co., Lid.

Ol refining

Toa Oil Co., Ltd.

Oil refining

Showa Shell Sempaku K.K.

Transportation of crude oil and oil products

Nippon Grease Co., Ltd. #

Manufacturing and sales of grease, lubricants

Shoseki Kako K.K.

Manufacturing and sales of asphalt products

Heiwa Kisen Kaisha, Ltd. -

Refinery and storage depot operations
Shipping brokerage

Shoseki Overseas Oil Development Co., Ltd. Oil and natural gas exploration

Management and oversight of development contractors

Petro Star Kansai Co., Ltd.

0il product sales

Chuo Shell Sekiyu Hanbai K.K.

Oil product sales

Kanto Koyu Energy K.K.

Oil product sales

Nakagawa 0l Co., Ltd

0il product sales

Tokyo Shell Pack Co., Ltd.

Oil product sales

Petro Star Kanto Co., Lid.

Oil product sales

K. Sun Road 0il product sales
K.K. Shinyo Sekiyu Oil product sales
Marushin K.K. Oil product sales

K. Rising Sun

Auto parts sales, Equipment leasing
Insurance agent

Shoseki Engineering & Constrution Co., Lid.

Industrial facilities
particularly oil-related
Design and construction of oil-related facilities

Wakamatsu Gas Co., Ltd.

City gas utility

Genex Co., Ltd.

Wholesale power supply

Central Energy K.

Oil product sales

Nissho Koyu K.K.

Oil product sales

On-Site Power (o., Ltd. #

Electric power distribution

Showa Shell Solar K.K.

Manufacture and sale of CIS photovoliaic modules

Nagase Oil Ltd.

0il product sales

Jonen Corporation

Oil product sales

Enessance Holdings Co.

Oil product sales

Shoseki Home Gas K.K.

LPG sales

12 other companies

Equity-method affiliates (12 companies)

Niigata Joint il Stockpiling Co., Ltd.

Oil storage

Japan Oil Network Co., Ltd. #

Oil storage

Shell Sekiyu Osaka Hatsubaisho K.K.

0il product sales

Daia Shokeki Co., Lid.

Oil product sales

Central Sekiyu Gas Co., Lid.

Oil product sales

Seibu 0il Co., Lid. #

Oil refining

Mie Seki Shoji K.K.

Oil product sales

Shell Tokuhatsu K.K.

Oil product sales

Joyo Shell Sekiyu Hanbai K.K.

0il product sales

Marubeni Energy Corporation

Oil product sales

Toyotsu Peirotex Corporation

Oil product sales

TS Aromatics Ltd.

Sales of petrochemical products

Rekisei Kagaku

Asphalt, special product processing

Red and Yellow Co., Ltd #

Lubricant sales

CRECO Corporation 7

Facility mainfenance

Shinkyo Kigyo K.K. 5

0il product stockpiling

Showa Shell Sekiyu Sustainability Report 2009

[
1)
3

=
=1
=

=
-
=
=
=
)
=)
=
=
=
<
=
=
D
a
a
(=]
=
D
I
=%
)
=

4



Messages from the Management

Fulfilling our responsibility
as an energy compganyale
a sustainable future

/]

EERRERERRAR
i SEEEEEEERE
——

1)
I

|
&

§!

Shigeya Kato
Chairman and Representative Director
Showa Shell Sekiyu K.X.

Management Philosophy

Showa Shell Sekiyu K.K. can only achieve a further leap and perpetual growth by constantly making its contribution to
society, while securing reasonable profits and constructing a strong management base and sound corporate constitution.
With this in mind, we set our corporate creed as follows:

* We will always endeavor for a break-through or technological innovation with a spirit of customer first, and for continual growth of
the company, discharging our social responsibilities, including environmental preservation, a stable supply of energy, and operational

safety.

* We will implement Japanese-style management adaptable to changes at our own discretion and on our own responsibility, while
maintaining close relationships with Shell Group companies and cultivating our international business sense.
* We will aim to achieve our corporate goals and form a group of positive people full of vitality associated with each other through a
noble ideal and trust.
* We will endeavor to improve productivity through an effort calling for everybody's participation for thinking and sweating together
and construct an affluent future on the base of the company’s unshakable footing.
Instituted in 1985

Showa Shell Sekiyu Sustainability Report 2009
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Communicating with Stakeholders

Relations with Customers
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Fundamental Considerations

Showa Shell Sekiyu values its customers and continually provides them with services that offer serious advantages in
terms of the environment, price, quality, and safety. In addition to operating service stations tailored to meet regional needs,

the company offers Energy & Home Solution proposals, including home security packages and house cleaning services.

(G
General Overview of Fiscal 2008

In 2008, Showa Shell continued to develop service stations offering self-service to meet customers’ needs, and expanded its ratio of
self-service stations to about 20%. Integration of service stations with shopping centers and Lawson convenience stories, intended to offer
customers added convenience, has also been well received. In the future, Showa Shell will continue developing new service station formats. In
fact, the company is already promoting the development of disaster-proof service stations, which will play an important role as lifeline facilities
for local communities during disasters.

In addition to its oil refining and sales businesses, Showa Shell is enhancing its lineup of services designed to meet customer needs,
including its home security packages and house cleaning services.

Fiscal 2008 Objectives Rating
To accelerate the opening of new types of service stations nationwide. 1.0, 8. ¢
To increase home security clients by introducing network camera services that allow users to view real-time video and images on their computers and mobile phones via the Internet. * &
To increase home security dlients by introducing network camera services that allow users o view real-time video and images on their computers and mobile phones via the Internet. * &
To continue to expand the menu of services offered by Michell Home Services, while striving to offer services optimized for each customer. 2. 0.8.¢
To increase the expertise of the Customer Hotline's staff of specialists so they can respond more accurately and quickly to customer inquiries. Ykk

JoH Excellent - Satisfactory # Not satisfactory

D

—

Fiscal 2008 Activities p c

Shell Brand Service Stations New Types of Service Stations

The company’s 4,256 Shell brand service stations nationwide The business model that integrates service stations with shopping
(as of March 31, 2009) offer products and services intended to centers and convenience stores, which was derived from a desire to offer
meet the needs of local customers and their diversified lifestyles. customers greater convenience, has been well received, as these stations
The ratio of self-service stations is increasing every year, and has allow customers to refuel during their shopping trips. Integrated service
reached approximately 20%. stations also offer sales promotion campaigns with adjacent shopping

establishments, which are well received by customers.

37  Showa Shell Sekiyu Sustainability Report 2009



Disaster-Proof Service Stations

In the event of a major disaster, disaster-proof service stations
will play an important role in supplying fuel for emergency vehicles
and other services. By installing in-house power generator and water
collection equipment at these stations, Showa Shell will be able to
supply oil products and water for residential use in the event that
infrastructure services are disabled. The Showa Shell Group has 18
disaster-proof service stations nationwide (as of March 31, 2009), and
in the future will promote the development of additional stations
equipped with the company’s own CIS photovoltaic module systems.

Thorough Soil Contamination Countermeasures

As a company that handles oil, Showa Shell places the highest
priority on preventing soil contamination at its service stations, since
these form the company’s primary interface with its customers. Showa
Shell takes two types of measures to protect the soil: (1) quick oil leak
detection measures; and (2) measures to prevent leaks from occurring.
As part of its early detection measures, the company conducts inventory
inspections by service station staff, and designates specific weceks for
more intensive inspections to ensure that tanks are thoroughly secure.
Preventive measures include the systematic replacement of aging
underground tanks and pipes to ensure service station safety and security.

Home Security
Shell LinkLife is a security system

. . . . Shell
that involves the installation of various .

LinkLife

crime prevention sensors and fire
detectors in the customer’s home. An
alarm sounds if an intruder or fire is

((EEm)))

detected, and emergency information is
sent to customers via email. In 2008,

network camera surveillance was added
to the company’s menu of services. Shell Home Guard was renamed
Shell LinkLife in 2009 to better meet the needs of customers wanting
to protect their families and pets.

Home Cleaning Service
Michell Home Service

Co., Ltd. is a home cleaning service

whose exclusive staff primarily

TR atht

Swixl

provide household cleaning and
laundry services. This service
offers help with household chores
to people living diverse lifestyles,
including working couples, single people with no time to clean,
single workers living apart from their families, and senior citizens.
Michell Home Service is now serving the Kanto, Tokai, Chubu,
and Kansai regions.

[HCustomer Hotline

Recognizing the importance of promoting interactive commu-
nication with customers, Showa Shell has customer hotlines for each
of its various businesses, including its service stations, lubricating oil

and CIS photovoltaic module products. The dedicated hotline staff

has responded promptly to more than 20,000 customer inquiries.

The company strives to improve the quality of its specialized staff by

regularly checking their level of expertise and providing training so
they can answer questions more accurately and promptly. The
hotline staff shares the feedback they receive from customers with
the relevant internal departments so it can be used to improve the

company’s operations.

Customer Feedback Flow

Customer
Hotline

Opinion, request, inquiry Customer’s feedback

spuawipndap
JunA3jay

Response

Response
Business partners

Improvement

Communication Development

Jawojsnm)

P

Fiscal 2009 Objectives a D

77 To accelerate the pace at which disaster-proof service stations are opened and expand the number of such stations.

») To upgrade equipment and offer new services extending to fields outside the field of home security, in order to support various aspects

of customers’ everyday lives and respond to their diverse needs.

7> To enable Michell Home Services to expand its menu of services and raise its service level so that it can meet the specific needs of

individual customers.

7> To continuously improve the ability of customer hotline staff so they can respond accurately and promptly to inquiries.

Showa Shell Sekiyu Sustainability Report 2009
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Communicating with Stakeholders

Relations with Business Partners

Fundamental Considerations

To maintain customer loyalty, Showa Shell Sekiyu works to understand the diverse needs of its customers in different areas,

and then works in cooperation with the group’s client firms and business partners, such as dealers, material suppliers and affiliated

companies, to offer them the best available services. 1. pefinion of busiess partners: Showa Shell works with a variety of companies, including dealers, dlient firms, materials suppliers, and affiliated
companies, but this section will primarily focus on interactions with dealers and sales companies.

(™ Y\

General Overview of Fiscal 2008

In 2008, the company held a celebration in honor of the 30th anniversary of the Shell Royal Manager (SRM) Program, a

S18uIng ssauisng ylim suolpjay

human resource development program for Showa Shell service stations. At this event, the company shared and discussed success stories of
service station management.

The company also facilitated communication with Showa Shell service stations and dealers of industrial fuel, lubricating oil, and
LNG through meetings of the National Showa Shell Association, the National Showa Shell Gas Association, and the Koujunkai. Showa
Shell is constantly working with its dealers, client firms, material suppliers, and affiliated companies to supply the products and services its
customers need.

Fiscal 2008 Objectives Rating
To hold safety conferences and zero-accident campaigns with each business partner and at each workplace. 1.0, 8. ¢
To expand the Human Resources Development Program for employees of all dedlers nationwide. 2. 0.0 ¢
To increase participation in eco-programs throughout the group. Ykk
To arrange for HSSE site visits by executives to business partner work sites. Yk k

H A Excellent 4 Satisfactory # Not satisfactory

)

—

Fiscal 2008 Activities » c

National and Regional Showa Shell Associations MIDedler Opinion

National Showa Shell Association meetings are held twice a The relationship between

year to promote mutual understanding and develop the relationships Showa Shell and Yamahiro is comprised

between dealers and Showa Shell, and to facilitate communication . .
of vertical and horizontal threads, woven

and deepen friendships between both parties. In 2008, three meetings together to form the strongest possible

were held, including an unscheduled meeting of the board of directors, banner so that it can be raised high in

the hearts of our customers. This ’

sustainable partnership, in which each ’

party continues to be essential to the - .
Shogo Yamaguchi

President and CEO,
Yamahiro Corporation

during which participants discussed the current business environment,
their vision for the future, and efforts to improve their services.

Regional Showa Shell Association meetings are held in communities

throughout Japan to promote mutual friendship and communica- . . .
i T i } other, ultimately promises the continued
tion, and to provide inputs on business operations and management. . .
sustainable growth of both companies.

Showa Shell Sky Club
The Showa Shell Sky Club offers aviation fuel dealers

39

nationwide educational excursions, as well as training on lubricating
oils for next-generation aviation turbines and safety issues. The club
also works to deepen the members’ understanding of health, safety,
security, and environmental (HSSE) protection activities and

Showa Shell Sekiyu Sustainability Report 2009

advanced aviation products. In 2008, Showa Shell Sky Club events
were held in Kochi, Sendai, and Okinawa, and offered tours of high-
level HSSE fueling operations, visits to airport control towers and radar
rooms, and training on noise impact and new aviation lubricants.



National and Regional Showa Shell Gas Associations

The National Showa Shell Gas Association held meetings
twice in 2008, bringing managers of affiliated gas dealers together to
share opinions regarding the status of the LPG industry, hold HSSE
contests, and present awards to outstanding sales managers and sales
drivers. The Regional Showa Shell Gas Associations actively
organize various types of training sessions and strive to upgrade the
technological and management capabilities of member dealers.

Koujunkai

The Koujunkai is a forum where Showa Shell and dealers
who specialize in premium lubricating oils form a unified sales force
and cultivate their organizations as business partners. There are five
regional Koujunkai located throughout Japan (Hokkaido/Tohoku,
Tokyo, Chubu, Kinki/Shikoku, and Chugoku/Kyushu), as well as a

national Koujunkai organization.

Human Resources Development System

[ Dealer Opinion

Kyodo-gas has been involved in
the proposal and development of such
new products and services as “solacis”
CIS photovoltaic modules and Shell
LinkLife, and has also worked to bolster
employee education as part of its HSSE

activities. Since we all share the same
N

Yoshiaki Suzuki
CEO, Kyodo-gas Inc.

challenges as members of the Shell fami-
ly, we will continue to protect the global
environment, while presenting ourselves
as companies that are appreciated by our
customers and communities and striving
to achieve sustainable growth.

The primary support for the Shell brand is provided by the employees of dealers who work on the front lines in promoting sales.

This includes the service station staff who support a safe and comfortable motoring experience for our customers, the sales staff of the oil

marketing divisions, and the liquefied gas sales staff. The Group is working to achieve customer satisfaction through its broad-ranging

Human Resources Development System, which includes a professional certification system for affiliated dealers, group training programs,

and correspondence courses.

Maijor Professional Certification Systems and Showa Shell’s Performance

7> Showa Shell Royal Manager Program

This personnel development system was launched in 1979
to improve the skills and abilities of service station managers. In
June 2008, the company held a celebration in honor of the 30th
anniversary of the Shell Royal Manager (SRM) Program, in which
participants shared stories and opinions on the theme “strengthening
competitiveness to achieve sustainable growth.” The event was
attended by about 500 people.
Number of certificate holders as of December 2009
2 1st class: 270

> Ind closs: 1,963
> 3rd class: 7,485 (as of December 2008)

7> Showa Shell Oil Meister and Car Life Advisor Certification Systems

Showa Shell has certification systems for Oil Meisters (oil
experts certified as auto mechanics), and Car Life Advisors to
promote the acquisition of accurate automotive knowledge and to
impart excellent communication skills during customer interactions.

Number of ceriificate holders as of December 2009

> Oil Meister: 810
> Car Life Advisor: 123

P

—

Fiscal 2009 Obijectives a D

7> Lubricant Expert Program

This professional certification is designed to enhance the company’s
ability to meet customer needs by increasing the specialized knowledge
and skills of lubricating oil and grease sales supervisors. The certification
has 1st and 2nd classes, and qualification is based on sales experience,
training, and examinations. In May 2008, a training seminar was held to
enable lubricant experts to learn the latest industry trends and policies
from outside experts, and to use what they learned in their sales activities,
including their presentation of information and their sharing of ideas.
Number of certificate holders as of December 2009

> st class: 160
> Ind dlass: 591

7> Sales Manager/Service Driver Certification

This certification is designed to strengthen the customer
focus of the LPG dealer staff involved in LPG sales and delivery in
the Energy and Home Solutions Business, to promote the thorough
implementation of HSSE activities, and to improve leadership.
Number of cerfificate holders as of December 2009

7 Sales manager Tst class: 10
> Sales manager 2nd dlass: 71
> Service driver 2nd class: 53

») To continue implementing initiatives to eliminate occupational accidents and quality problems.

») To develop the Safety & Quality First (SQF) Campaign.

») To share information regarding eco-activities (ECO TRY 21), and to raise the environmental awareness of the employees of Showa Shell’s

business partners.

») To expand human resource development programs for dealer employees, and to improve their skills and knowledge.

») To arrange visits by executives to business partner sites, to confirm their safety and quality assurance measures, and to raise employee

awareness of their role in these efforts.

Showa Shell Sekiyu Sustainability Report 2009

d
(-1
=2
==
(=]
=
wv
=
=
—
==
[—]
=,
=
2
wv
-
=}
S
g
=
2
wv




Communicating with Stakeholders

Relations with the Community

Fundamental Considerations

As a member of society with clear social responsibilities, Showa Shell Sekiyu is working with all its stakeholders to

build a sustainable society. Not confining its efforts to environmental countermeasures that bear directly on its business
operations, the company is engaged in efforts to educate youth in fields such as culture, art, and science, as well as other

activities aimed at contributing to its local community.

C.a A\

General Overview of Fiscal 2008

In 2008, Showa Shell worked to promote the education of youth and to contribute to the local community. The Environmental

=
o
=
=
3
=.
Exd
Ep
@
P
)
E]
3
=
2.
=

Photo Contest “Things to Preserve and Correct Around Our Town,” which was launched in 2005, has grown into an activity that is used

for environmental education in local schools. In 2008, when the new group award for schools was established, entries submitted in the
junior category doubled from the previous year. The number of high quality submissions for the Shell Art Award, which has been awarded
for more than half a century, has also increased. As a gateway to success for painters, this award has already rewarded many young artists
who will carry the field of contemporary art into the future.

The Energy Sustainability Forum, which was established along with the Tokyo-Integrated Research System for Sustainability
Science (IR3S), held two public symposia in 2008, during which participants discussed issues related to achieving energy sustainability by
working across the borders of the industry-academia-government sectors.

Fiscal 2008 Objectives i
To continue to provide, through the Environmental Photo Contest, an opportunity for a broader spectrum of people to consider the environmental issues that affect them. Yk k
To continue fo contribute fo the preservation of biodiversity by supporting the Project for the Reforestation of Mt. Fuji with employee volunteers. ok k
To promote youth education by holding environmental classes, hosting company visits, and co-sponsoring educational activities. ok
To continue discovering young arists through the presentation of the Shell Art Award. Yk k

oAk Excellent S5k Satisfactory s Not satisfactory

Fiscal 2008 Activities ﬁ -

Environmental Photo Contest

The Christmas Lectures: UK Science Lecture Series K

4]

“Things to Preserve and Correct Around Our Town” 23
The Environmental Photo Contest was launched to
encourage people to take a fresh look at their familiar surroundings
with an eye toward environmental preservation. Now in its fourth
year, the contest has grown into an educational tool for schools.
When the new group award for schools was established, entries
submitted in the junior category doubled from the previous year.

Showa Shell Sekiyu Sustainability Report 2009

Showa Shell has long supported a Japanese version of the
Christmas Lectures, a lecture series on scientific subjects held in
London during the Christmas season. In 2008, the lectures
focused on the theme “The Mystery of the Body,” which examined
the ability of the body to respond to extreme conditions, and

particularly to fear.

Photograph by the Yomiuri Shimbun



The Shell Art Award T3

The Shell Art Award is a completely public program aimed
at highlighting the skills of many young artists. Having been presented
for more than half a century since its inception in 1956, the
award has become a recognized gateway for budding artists.

The 2008 award highlighted the theme “Drawing a
World Yet Unseen,” and the number of entries and participating
artists was higher this year than ever before.

Reforestation of Mt. Fuji [

In accordance with the Shell Group's biodiversity standard,
Showa Shell formulated its Basic Policy on Biodiversity regarding
biodiversity protection in 2006. As part of its activities, the company
is participating in the Project for the Reforestation of Mt. Fuji
launched by an NGO in 2007, and is working to restore forests
that have been harmed by deer, as well as disease and pests. In 2008,
the second year of the effort, 164 employee volunteers and their
families participated in the project and planted 1,000 saplings.

Y225 Basic Policy on Biodiversity

Support for Earthquake Disasters

Reflecting its hopes for a speedy recovery in the areas
affected by earthquakes in 2008, Showa Shell made donations to
promote recovery efforts following the Great Sichuan Earthquake
in China and the Iwate-Miyagi Inland Earthquake.

Fiscal 2009 Objectives a -

MIForging a “Next-Generation Energy Vision” (Web|
In 2007, Showa Shell
launched the Energy Sustainability
Forum in cooperation with the
Integrated Research System for
Sustainability Science (IR3S), as
part of an effort to build a long-term
vision for energy in Japan and
~ the rest of Asia.
Since 2008, this Forum has held three public symposia

on the theme of energy sustainability for a low-carbon society,
with discussions of the theme highlighting the perspectives of
industry, government, and the academic community. The first
symposium focused on energy supply, while the second focused
on technological innovations in the fields of transportation, urban
living, and housing. The third symposium provided a forum
for Showa Shell to announce that it had begun work intended
to contribute to the achievement of a low-carbon society.
Showa Shell Chairman Shigeya Kato participated as a panelist,
noting “While our mission as an energy company is to provide
a stable supply of energy, we are also taking steps to achieve a
low-carbon society by reducing our adverse environmental
impact and developing new energies and environmentally
friendly products.” President Jun Arai greeted participants at the
symposium, saying “My hope is that symposia such as these will
provide opportunities for gaining an understanding of society's needs,
and encouraging self-initiated steps toward a low-carbon society.”

The company plans to compile proposals regarding
energy sustainability based on the discussions held at the
three symposia, and to use these as a source of reference in

developing our energy strategy and making proposals to

society at large regarding energy sustainability.
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>> To expand the Environmental Photo Contest as a program for educating young people, to increase the number of works exhibited, and
to provide opportunities for encouraging people to think about the environment.

> To continue presenting the Shell Art Award, and to provide young artists with opportunities to challenge themselves and demonstrate their talents.

2> To continue working on the Project for the Reforestation of Mt. Fuji, and to promote the education of employees regarding biodiversity protection.

> To summarize the discussions held at the Energy Sustainability Forum, and to promote the investigation of future proposals regarding

energy sustainability.

Showa Shell Sekiyu Sustainability Report 2009 42



—_—

==
v
(2]
m
=
=
=
=
=
@
3
@
=
=
~
=
@
3

Sustainable Management Promotion System

Health, Safety, Security, and Environmental Management System

Fundamental Considerations

Showa Shell Sekiyu recognizes that fulfilling its social responsibility in its business activities entails ensuring safety,
protecting health, avoiding unforeseen situations in all of its operations, and protecting the environment. Thus, the company

has developed a basic policy regarding health, safety, security, and the environment (HSSE).
["777 Basic Policy on HSSE

HSSE Management System

The Showa Shell Sekiyu Group comprehensively manages its HSSE risk based on the Shell Group's HSSE Management System
(HSSE-MS). Specifically, the company analyzes the Group's HSSE performance during the previous year, and then plans its next HSSE
Priority Strategy. By identifying all of the potential risk factors and environmental impact factors at the target facilities at each work site,
the company can evaluate the degree of influence of the risks, giving due consideration to the magnitude of damage caused by disasters
and environmental pollution and their occurrence probability. The company also determines the order of priority for the facilities and disasters
for which policies need to be investigated. Using the Hazard and Effect Management Process (HEMP), the company investigates measures

for addressing high priority disasters and formulates Corrective Measure Plans.

Throughout the year, the company's HSSE performance is continuously improved using the PDCA cycle.

Plan))  Each department or workplace develops an HSSE Priority Strategy Action Plan and Corrective
Measures Plan, based on the HSSE Priority Strategy established by the HSSE Committee.

Do)> The Action Plan and Corrective Measures Plan are implemented throughout the year.

Checko) Quarterly reviews are conducted on the progress made on the Action Plan and Corrective Measures Plan.

Act) Achievements and issues are confirmed, and are taken into account in subsequent actions.

HSSE Promotion System

The HSSE Committee is the company's highest HSSE decision-making body. Under the committee, there are subcommittees for
cach field, and committees and teams have been established in every workplace.

> HSSE Promotion System Diagram

Board of Directors Auditors

HSSE Committee
Chairman: Chairman and Representative Director
Members: Directors and executive officers
Secretariat: Health, Safety, Security and Environment

Safety and Hygiene
Committees (at all work sites)
Chairman: Site head; GM of Associate
Relations Division (HQ)
Members: Company, union representatives
Secrefariat: Department overseeing HSSE

Product Safety Security Liaison HSSE Sub-Committee
Sub-Committee Committee Meeting (SLCM)

Chairman: Overseging director Chairman: HSSE director Chairman: HSSE director i
Members: Heads of departments and offices |8 Deputy Chairman: Director of General [l Members: Heads of departments and offices III(?"EVS::L‘::;":)E

Secretariaf: Research and Development Division Affairs Department [l Secretariat: HSSE Division
Secretariat: HSSE Division i Sl

Members: Managers, employees

Showa Shell Sekiyu Group
HSSE Team

(Atfendees)
o Three refining companies
o ffiliated companies

(implementing HSSE-MS)
o All departments of Showa Shell Sekiyu
© Shell Group of companies in Japan Product Safety Promotion Secrefariat: Department overseeing HSSE
Working Group
(Organized by the Research
and Development Department)
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In 2008, the company developed its Safety & Quality First (SQF) Campaign, and worked Occupational Accidents (no. of cases)

to ensure that safety and quality were given top priority within the entire Showa Shell Sekiyu 2007 2008
Group, including affiliated companies and business partners. SQF2008 was included as a priority in gy Shell Sekiyu 7 4
the HSSE Priority Strategy Action Plan, and was implemented in each department and workplace.  |gysiness Partners 2% 18
The company also arranged for executives to make HSSE site visits to confirm the safety efforts  [Totol (inddence rate) |~ 32(2.1) 22(1.5)
being taken at all its workplaces and to verify the implementation status of the Action Plans. *Incidence rates are per 1 million labor hours.

As a result of these activities, the number of occupational accidents decreased in 2008
from the previous year. Also, there were no major facility accidents, and the number of quality-related
claims filed by customers fell by about half.

Fiscal 2008 Objectives Rating
To ensure thorough implementation of the Safety & Quality First (SQF) Campaign. * X
To implement the HSSE Priority Strategy Action Plan. 2.0 ¢
To continue arranging HSSE site visits by executives. Yk k

oA Excellent 55k Satisfactory s Not satisfactory

-

HSSE Site Visits by Executives

Since 2006, the Showa Shell Sekiyu Group has had all of its executives

participate in site visits to various locations for the purpose of eliminating work-related

accidents and fires in all workplaces.

In 2008, focusing on the keyword phrase “instilling a safety culture,”
these visits were used to confirm the safety activities conducted over the past two
years, and the implementation status of the HSSE Priority Strategy Action Plans
created by each workplace. The executives were also able to confirm that the
employees working at each site were performing their work with an appropriate
awareness of the importance of promoting safety and quality assurance.

The HSSE executive visits were continued in 2009, with a focus on the : -
theme of “preventing accidents at all Group sites,” allowing the executives to follow-up An HSSE executive visit

on issues from 2008, and to share opinions regarding any problems identified.

Crisis Management

Crisis management covers a range of functions, from crime prevention
measures to natural disaster response measures, as well as measures for safeguarding
information. The Group has formulated a Crisis Management Plan (CMP) and
Business Continuity Plan (BCP) for responding to a massive earthquake in the
capital region of the magnitude that is predicted to occur there, or handling the
outbreak of a new strain of influenza. Every year, the company conducts company-
wide drills based on these plans.

In 2009, the company plans to conduct a drill based on a scenario involving
an earthquake in the capital region. The purpose of the drill is to test the company's

initial response to a large disaster and a related oil spill through the establishment
of a Disaster Control Headquarters at its Head Office. It also plans to conduct a  Disaster Control Headguarters
drill for responding to an outbreak of a highly virulent new strain of influenza, atthe Showa Shell Head Office

and is working to strengthen its crisis management capabilities. In early 2009, the

company distributed N95 standard masks to all employees to protect them from a N95 standard mask

new type of influenza.
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Sustainable Management Promotion System
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Fire Preparedness

To ensure that fires are attacked early and extinguished quickly and effectively,
the Showa Shell Group conducts firefighting training at its Niigata Disaster
Control Training Center. Since the center opened in 1993, more than 2,400 people
from oil refineries, work sites, storage facilities, and business partners of the
Group all over Japan have undergone training at the center. The center is also
open to local firefighters and to other companies outside the Group, thereby helping
to improve the overall level of local disaster response capabilities.

In case of fire in large floating-lid storage tanks, the Group has fully prepared

its refineries and work sites by installing high-volume water spray systems with the
help of joint disaster prevention organizations that the Group has formed with its Afire drill conducted ot the Niigata Disaster Control Training Center
neighboring communities.

The Showa Shell Sekiyu Group's Safety Measures

A variety of safety measures are implemented at the Group's refineries.
The Toa Oil Co., Ltd. uses the KYT Basic 4-Round Method1 of hazard prediction
training during meetings and everyday operations.

To prevent accidents and disasters, the company published a Safety
Handbook in 2008 that was aimed at promoting health status checks. This handbook
was distributed to all employees, including the employees of business partners. To
ensure that safety guidelines are diligently followed by the employees of business
partners, representatives of the engineering division and the environment and safety

division wear designated safety patrol vests, and conduct patrols and inspections

in work areas. A hazard prediction training KYT 4-Round meefing

1. KYT Basic 4-Round Method: An advanced method of hazard prediction training, which includes disaster
prevention measures.

During overland shipping operations, workers are required to wear full
safety harnesses to keep them from falling during truck loading operations, as well
as goggles to protect their eyes. Efforts are also made to improve safety during
unloading by holding tank truck unloading classes and meetings that include service
station managers and tank truck drivers.

In its overseas shipping operations, the Group is working to strengthen its
inland ship screening system, whose goal is to confirm the safety and soundness of
the ships. Ships are inspected using the method used by Shell International
Trading & Shipping Co., Ltd. If the inspection results indicate that a tanker has
safety problems, the Group takes necessary steps, such as requiring corrective measures

A worker wearing a full safety harness during tanker loading operations

and refusing charter permission for the tanker.

To provide reliable services that customers trust, the company has established
Service Station Priority Activities and works to ensure that these are promoted at
all its branch offices and service stations.

Regularly conduct inventory checks on underground storage tanks.

Repeat orders and confirm orders af the time of payment.

Be sure that hazard lamps are lit when vehicles are in motion.

Have a station attendant present when tank trucks are being unloaded.
Confirm the use of pointing-and-calling and voice alerts during operations.
Mutually confirm work results with the customer.

A service station attendant present during unloading
The company strives to ensure safety and quality by conducting thorough

quality inspections on samples taken when performing pipe and tank repairs at
service stations.
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To ensure the realization of its commitment to safety and quality, the Showa Shell Sekiyu

Group has developed the “Safety & Quality First (SQF) Campaign” for the entire group, including SQF Btk

its affiliated dealers and business partners. By providing a stable supply of energy, including oil

. . T . . . Safety &Quality First
products, the company is committed to providing its customers with reliable quality and safety. —

=

Most quality problems, like most equipment-related accidents and occupational accidents, can be attributed to human error.

In 2007, Showa Shell launched a group-wide quality assurance program called “Quality First 2007.” In 2008, this quality initiative was
integrated with safety assurance measures, which were then promoted under the banner of “Safety and Quality First 2008 (SQF2008).”
All departments shared their specific challenges with regard to providing safety and quality assurance, and included SQF as an important
component in their HSSE Priority Strategy Action Plans.

HSSE Priority Strategy Action Plan

Front Office Back Office
 Continue improvement activities targeting individual issues © Bolster support structure for the front office
to mitigate quality risks © Participate in promotion of group-wide inifiatives
 |mplement action plans for priority ifems for safety assurance
o Enact SQF seffaudits

SQF Group-Wide Inifiative

Improvement .

Continuous improvement activities through PDCA (Plan, Do, Check, Act) cycle
(1) Quarterly review of HSSE Priority Strategy Action Plan by all departments
Review results (2) Meetings of representatives from all supply-chain divisions
(3) On-site reviews by the SQF Audit Team

Showa Shell is fundamentally committed to continuing to implement the group-wide initiative embodied in Safety &
Quality First 2009, and to further promote related efforts using the PDCA cycle.

»

Also, the company is quickly developing businesses in CIS photovoltaic modules and electric power generation, and is collaborating
with other companies in the production of LPG fuel. The company intends to move quickly to apply the HSSE Management
System to address the safety and quality risks associated with business expansion. This will allow Showa Shell to identify risks and
mitigation measures, and thus to nip threats in the bud, before they have a chance to fully materialize.

Strengthen measures fo prevent human error Strengthen measures to prevent human error at service stations
< | Provide thorough safety education to affiliated companies and husiness partners o | Reexamine safety education systems for educating service staion staff
o = ; : " =N
8 |~ | Reexamine the sufety control cycle in work operafions 0 % Strengthen measures to prevent salespeople from having car accidents
= Strengthen accident prevention measures related to business vehicles and tank trucks & g | Promote the six Service Station Priority Activities (including inventory control,
2= | Continue implementing departmental action plans aimed ot reducing quality risks =<' | and station attendant presence during unloading)
S, TP
= Develop systems for collecting information on quality-related near-misses Sharing quality accident information

=

> To implement the Health, Safety, Security and Environment (HSSE) Priority Strategy Action Plan detailed below.
Health: To emphasize preventative mental health measures.
Safety: To promote the Safety and Quality First 2008 campaign to reduce work-related accidents without sacrificing quality. Also, to
continue to have executives make site visits, and to raise awareness of safety and quality assurance.
Security: To strengthen the company's crisis management structures in the case of a major earthquake or an outbreak of a new type of
influenza, by conducting drills based on the Business Continuity Plan (BCP).
Environment (Environmental preservation): To continue implementing measures to reduce emissions of environmental pollutants,

including efforts aimed at attaining zero waste emissions. Also, to promote biodiversity preservation activities and employee involvement

in ECO TRY 21.
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Sustainable Management Promotion System

Corporate Governance and Internal Control System

The Showa Shell Group is striving to increase its corporate value and meet its corporate social responsibilities to all its
stakeholders, including its shareholders, customers, business partners, employees, and local communities, by pursuing sustainable
development. Based on the five principles below, the Group is building a governance structure capable of leveraging its
advantages and responding to changes in its social and legal environments, with the objective of achieving further improvements

in its management transparency and reliability.

. Accelerate decision-making and clarify accountability by separating management and executive functions.
. Reflect the objective views of external parties to management and improve transparency through the voluntary disclosure of information.
. Establish monitoring functions and make any improvements needed to ensure thorough compliance and risk management.

A W N —

. Respect consensus-based decision-making that reflects a diversity of opinions, ensures rational decisions, and fosters
management teamwork, a traditional strength of Showa Shell's corporate culture.

5. Ensure that the rights and interests of all shareholders of the company are respected, including minority shareholders,

and show particular consideration for shareholder equality in light of the company's unique capital structure.

Showa Shell has been promoting corporate governance organization to the Board of Directors. The committee advises
reforms since 1997. Initiatives have included a reduction in the the board on important matters relating to corporate governance,
number of directors, the adoption of an executive officer system, thereby promoting greater management transparency.

and the darification of executive officers' responsibilities and authority, .
. Brief History of Governance Structure Development at Showa Shell
which was the result of a push to firmly separate management —  — - - oo oo

oversight from business execution. o oo

Th launched in April 2009 has - - - - -
¢ New management structure faunched in Aprt 9 has 2003 Executive officer system revised, Management Execufive Commitfee established

strengthened the oversight function of the Board of Directors by Outside direcorsinceased by 1

calling for the appointment of outside directors to half of the “Vaoice of Peopls” established

company's eight director positions. Moreover, the new structure has 2004 (omorate Govemance Commites esfablised

reinforced the company's business execution structure by increasing 2005 Outside diectors inceased by 1~

the number of executive officers and making a clear distinction 2006 Intenal Control Promotion Committee established

between the roles of the Board of Directors and the executive officers. 2007 Disdosure Sub-Committee established
The company established a Corporate Governance Execufive refirement allowance system abolished

Committee, which includes outside experts, as a permanent advisory 2009 Ouside directors increased by 1 (4 of 8 directors now oufside directors)

Corporate Governance and Internal Control System

Corpora'g rnance (?ommlﬂee General Shareholders” Meeting
(Advisory organization)

‘ Proposals/Reports Nominations l 1 Reports Nominations 1 Reports Nominations ‘ 1 Reports

Board of Directors Directors

PV > Accounting
[Management and Control] Chairman and Representative Director Audiing Board of Auditors | Coordinc- Auditors

tion
. ) I 3 "
Reports Reports Reports Reports Monitoring Reports. Audifing Auditing

Internal Control Compliance Internal Audit
Promotion Committee Committee President and Committee

Representative
Reports Reports Director

Monitoring A Monitoring

Management
Executive
Committee

Disclosure Compliance

. . Planni |
Sub-Committee Sub-Committee lanning approval

Reporting Coordi-

VOP infernal VOP external Executive Directors/ Infernal Audit - nofion
consulting consulting Executive Officers el /ATl
service service Office

Harassment
consulting service [Business execution]

Reports Instructions Auditing

Business Divisions and Affiliated Companies
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Basic Policy on Internal Control System to Ensure Business Appropriateness

To achieve sustainable development in the Showa Shell Sekiyu Group, it is as important that management consider

environmental and social factors as it is to focus on financial factors such as earnings and dividends. At the same time, the

company is conscious of its responsibilities not just to its shareholders, but also to all of its stakeholders, including its customers,

suppliers, employees, and the public, and recognizes the need to increase its corporate value.

The Showa Shell Group established a Basic Policy on Internal Control System to Ensure Business Appropriateness in

order to further promote management transparency and efficiency and to fulfill its social responsibilities as a corporate group

comprised of Showa Shell and its subsidiaries. The Group has developed a system that includes an autonomous monitoring function,

which allows for the adoption of balanced and sound management practices in the pursuit of sustainable, long-term growth.

To fulfill the Group's corporate social responsibility,
increase its corporate value, and further instill the company's
Management Philosophy and Code of Conduct, this committee is
charged with developing and managing an internal control system.
The committee monitors various activities for promoting internal
controls related to risk management, information disclosure, and
compliance, confirms the effectiveness of those activities and proposes
improvement measures, and develops and manages systems for
ensuring the propriety of financial reporting in response to the
Japanese version of the Sarbanes-Oxley Act (J-SOX).

Showa Shell has formulated a Code of
Conduct to serve as a general behavioral guideline
that all employees should follow when conducting

Showa Shell Sekiyu
business activities. This code clarifies not only Fomplage o
the necessity of legal compliance, but also the / ’?
need to fulfill social responsibilities in line with &E

the highest standards of corporate ethics. All
Group companies have been adopting the
same Code of Conduct since 2006.

In 2008, Showa Shell created and
distributed its Compliance Book, which is

SR e |

Compliance Book

intended not only to disseminate messages from the company's top
executives, but also to promote an understanding of the Code of
Conduct. The information contained therein is being conveyed to
employees through training sessions and other measures. The rate of
employee participation in Web Learning since the publication of the
Compliance Book has risen to 93%, therefore indicating that the
book has effectively raised the level of awareness of compliance issues.

Showa Shell's policy with regard to criminal organizations
is to treat them as threats to the order and safety of civil society,
and to deal with them in accordance with the law. The company
has designated a department to be responsible for formulating a
response to such organizations, and that department maintains
contact with the police and other external institutions.

The Voice of People (VOP) program was established to
elicit problems and concerns regarding compliance with the Code of
Conduct, the treatment of personnel, and the workplace environment,
to solicit constructive opinions and proposals for improving the
company, and to create a way for those opinions and proposals to
be reflected in management practices. In addition to providing
points of contact within the company, the VOP program has
established points of contact with third-party organizations that
can protect the anonymity of users. This has been done to facilitate
an appropriate response to the opinions, proposals, concerns, and
inquiries received through the program.

In an effort to improve overall communication, the
Group is encouraging employees to participate in the program. A
total of 42 Group companies are now participating.

The company has established regulations regarding
information management, and has made each department manager
responsible for information management. Information is managed
based on the classification level assigned to each piece of information,
with important documents centrally managed by the Legal Department.

The company has released both within and outside of the
company a Basic Policy on Disclosure, which calls for the timely
release of accurate information. It has also established a
Disclosure Sub-Committee under the organizational authority of
the Internal Control Promotion Committee. This configuration
gives Showa Shell a system for ensuring the completeness, timeliness,
and appropriateness of disclosed information, thereby further
improving management transparency.

To develop a more effective group-wide internal control
system, the Group has been carrying out an internal control system
development project with affiliated companies. The project, which
has been undertaken at 37 companies, covers the development of
regulations regarding internal controls, efforts to ensure that
employees are familiar with these regulations, and measures to
check their implementation status. In September 2007, the Group
established the Group Auditors Office with the aim of strengthening
the auditing functions of auditors at affiliated companies.

HSSE risks are among the risks that have a potential effect on
Showa Shell's corporate value and business. The system for managing
these risks is periodically audited and improved by the HSSE
Division, which is also responsible for conducting educational and
training activities on a company-wide basis. The HSSE Committee,
meanwhile, approves annual basic policies on HSSE, carries out
performance reviews of established action targets, and evaluates the
effectiveness of HSSE-related activities. To enable the company to
maintain key business operations even in the event of an accident or
disaster, a Crisis Management Plan and Business Continuity Plan
have been drafted. These plans are periodically reviewed with
employees and revised. (For details, see p. 43, “Health, Safety,
Security, and Environmental Management System.”)

To address business risks, Showa Shell devises measures
on a company-wide basis regarding high priority matters through
the annual preparation and review of a business control matrix.
This matrix identifies the risks associated with business objectives
and ascertains their level of impact and control status. The company
has also created checklists to monitor the management of everyday
risks, including compliance risks. Department managers are
required to conduct an annual self-assessment of the management
status of these items, and to report their results to the Internal
Control Promotion Committee.

Showa Shell Sekiyu Sustainability Report 2009

48



49

External Review

Since 2007, Showa Shell Sekiyu has been consulting with Ms. Junko Edahiro, a third-party observer who has been involved

in a variety of environmentally focused activities as a lecturer, writer, and translator. The opinions she gave last year have

been incorporated into this report wherever possible. The company will again ask for her input for its Sustainability Report

2009, and will use her input in developing its sustainability activities and compiling next year's report.
p ping y puing y p

Junko Edahiro

Environmental Journalist, Translator
President, e's, Inc.
Chairperson, Change Agent, Inc.

| y
\ 'A ﬂ"‘ “Japan for Sustainability” (JFS)

\ l Co-Chief Executive of NGO

I am thrilled to learn how well things are going for a
company that I described in 2008 as being “not just an oil company,
but a company striving to become an energy company.” With a
basic recognition of the “Three Hard Truths” identified in Shell
Energy Scenarios to 2050, Showa Shell is writing a scenario of the
future, and is adopting an approach focused on promoting specific
efforts that is serving as a point of reference for other companies.
The diagram depicting the service station of the future really
shows us what the coming sustainable society should look like.
The description of CIS photovoltaic modules is very easy to
understand.

The dramatic reduction in accidents, disasters, and
unplanned shutdowns in the refining and manufacturing divisions,
resulting from investments in safety and maintenance efforts,
makes it clear that the PDCA cycle is being carefully followed. I wish
that the company had shared with us the factors that contributed to
the company's success in significantly reducing industrial waste
output at its refineries.

For the further development of the company, I would like
to discuss the environment, society, and the format of the report.

The “Messages from the Management” address global
warming from the very start, and I appreciate their approach.
However, I would like to see them address not only the political
ramifications of global warming, but also the scientific requests of
organizations like the Intergovernmental Panel on Climate Change (IPCC).

It is clear that the company is working hard to reduce
CO:2 emissions by promoting the use of CIS photovoltaic modules
and electric vehicles. However, since electricity is a secondary energy,
the company should more clearly highlight the need to pay attention
to the source of the electric power being used to power those vehicles,

Response fo the External Review

Jun Arai
President and Representative Director
Showa Shell Sekiyu K.K.
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such as electricity generated using natural energies.

On the other hand, in terms of its direct impact, the CO2
emissions from the manufacturing division have increased 50%
compared to 1990. To achieve the goals of the Kyoto Protocol, as
well as the interim goal that requires further reductions, I would
like to see the company discuss its policies and efforts for reducing
its own CO2 emissions.

Showa Shell is selling biogasoline with a mixture of 1%
or more of ETBE, but with the identification of practical uses for
cellulose ethanol (such as ethanol produced from thinned wood
and construction waste), which does not compete with food
resources and will not require the deforestation of the tropical
rain forests, there is growing demand for companies to mix this
type of ethanol into gasoline instead. It is important that Showa
Shell, as an oil company, find ways to produce bio-ETBE with a
higher mixture of 10% or 30%, or even 100% ETBE biogasoline.

With regard to social efforts, I was pleased to see the number
of employees who are actually taking advantage of childcare leave
and family-care leave. I would like to know what the company
plans to do to increase the still small number of system users.

Also, the company should approach its social efforts by
seeking ways to address as a company the current problems of our
era and society. Showa Shell needs to expand its view to consider the
problems currently facing Japan, such as employment instability, an
expanding income gap, and population depletion in rural areas.

It is great to see that the company emphasizes collaboration
with its stakeholders. I hope the company listens not only to its
suppliers and business partners, but also to the voices of NGOs and
community members, and lets us know about specific opportunities
to collaborate with them.

Finally, as I mentioned in last year's report, I was really
struck by the difference in format between the first half of the
report and the second. Perhaps the company could consider adopting
the clear and direct pattern used in the second half of the document,
which is divided into “Current Year's Activities” and “Next Year's
Objectives” sections, in the first half of the report as well.

The energy sector is undoubtedly going to continue facing
volatile times moving forward. Given this environment, I hope that
Showa Shell will continue to outline a clear vision and road map
for the future, to promote collaboration with its various stakeholders,
and to demonstrate leadership in promoting progressive efforts.
I look forward to watching the company in these endeavors.

Once again this year, we were happy to be externally reviewed by Junko Edahiro, President of
e's, Inc. In the past we received suggestions from Ms. Edahiro regarding the use of the PDCA cycle in
environmental management, and this year, we set up our report based on that cycle so as to promote
specific management improvements in a manner that ensures objectivity.

This year, Ms. Edahiro pointed out the need for further reductions in CO2 emissions in the
company's manufacturing division, and the need for additional efforts aimed at expanding the number
of users of the company's systems for promoting a work-life balance. We will strive to pay even greater
attention to the demands of society going forward, and will strive to fulfill our responsibilities not only
as a company, but as a member of society at large. We will strive to reflect our activities in response to
these suggestions in next year's report.

Showa Shell will continue working to secure stable energy supplies, develop new energies and
environmentally friendly products, and reduce the adverse environmental impact of its business activities.
At the same time, the company will remain committed to meeting the challenges of sustainability management
by tackling issues related to the global environment and striving to achieve a low-carbon society.





