Corporate Governance

nance structure.

To achieve sustainable growth and further enhance the value of the corporation, Showa
Shell is taking initiatives to separate management and operations, to improve the trans-
parency and efficiency of management. The Company is also taking active steps to incorpo-
rate outside, objective viewpoints into its management, to create an ideal corporate gover-
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Corporate Governance in Action

Showa Shell's Board of Directors comprises nine directors, including three outside directors. In
addition to decision-making regarding crucial aspects of management strategy, the Board
oversees Showa Shell's operations. Operating decisions are made at management operations
meetings attended by the Company's executive officers. To achieve separation of manage-
ment and operations, management operations meetings are held without the
Chairman/Representative Director, who serves as the Board meeting chair, and the outside
directors. The President/Representative Director of Showa Shell serves as the chair for
management operations meetings.

The three-person Committee of Auditors consists of two outside auditors and one internal
auditor. The Committee conducts operations and accounting audits to assist the Board of
Directors in performing its duties. Internal auditing is carried out by the Auditing Department,
which reports directly to the President and Representative Director. The Auditing Department
conducts regular internal audits targeting divisional accounting, operations and compliance.

In 2004, Showa Shell established the Corporate Governance Committee as a permanent
committee to advise the Board of Directors. The committee is designed to enable the Board of
Directors to incorporate the views of outside experts, to enhance the transparency and objec-
tivity of management. The five-person committee comprises the Board meeting chair with
two outside directors and two outside experts.
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