







































































b. To regularly request a responsible person of subsidiaries etc. to submit a written
confirmation regarding implementation status of systems to ensure an appropriateness of
contents of financial reports and a compliance level etc. so as to confirm effectiveness of
those and regularly review them. Further, our internal audit department and a corporate
auditor of each Group company seconded from the Company shall conduct audit to verify

reported matters.

7. Matters with respect to employees to support business of corporate auditors when requested.

a. To set up a secretariat of the board of corporate auditors and assign employees of the
Company to support business of the board of corporate auditors.

8. Matters with respect to independency of the employees in the previous clause from directors.

a. As for nomination, changes in personnel and treatment with respect to the employees in the
previous clause, a consent by the board of corporate auditors is required.

9. Reporting System from directors or employees to auditors and any other reporting systems to
auditors

a. In related company rules, to specify duties of immediate report to the board of corporate
auditors upon arising any incidents which might have some impact on company’ business
management and to make such a practice well known.

10. Any other systems to ensure an effective audit by corporate auditors

a. Corporate auditors can attend any important meetings and minutes of those meetings, if
recorded, shall be sent to the board of corporate auditors.

b. The results of audit by the internal audit department and accounting auditors and the
subsequent improvements shall be reported to the board of corporate auditors. The board of
corporate auditors shall regularly exchange information among the internal audit
department and accounting auditors.



Consolidated Balance Sheet

(As of 31 December 2008)

(Unit: Million Yen)

Assets Liabilities
I . Current Assets 676,107 I . Current Liabilities 708,606
Cash & Deposits 73,113 Notes & Accounts payable 231,419
Notes & Accounts receivable 276,218 Short-term debts 141,384
Inventories 248,088 Commercial paper 72,000
Income taxes refundable 18,193 Accounts payable 204,363
Deferred tax assets 18,819 Income taxes payable 4,672
Other current assets 42,108 Accrued expenses 12,294
Provisions for doubtful debts (433) Accrued bonus 2,376
Accrued bonus to directors 53
and statutory auditors
II. Fixed Assets 533,848 Other current liabilities 40,041
Tangible fixed assets 435,579 II. Long-term Liabilities 172,898
Buildings & Structures 112,601 Bonds 30,200
Oil tanks 11,564 Long-term debts 35,891
Machineries & Vehicles 118,426 Deferred tax liabilities 4,235
Lands 166,675 Provision for retirement benefits 69,560
Construction in progress 20,792 f’sg:iiz;fgzi;&;tors’ 674
Others 5,517 Provision for special maintenance 17,633
Intangible fixed assets 11,910 Other long-term liabilities 14,701
Leasehold rights 4,074 Total Liabilities 881,504
Software 4,995 Net Assets
Others 2,840 I . Shareholders' Equity 304,721
Investments etc. 86,358 Share capital 34,197
Securities 43,330 Capital surplus 22,113
Long-term loans 1,551 Retained earnings 248,589
Deferred tax assets 26,229 Treasury shares (178)
Others 17.409 g;illeil;z;tsi:sn and Translation 2,092
Provisions for doubtful debts (2,164) ﬁivfzgft zgciﬁ?;ison of 2,092
III. Minority Interests 21,637
Total Net Assets 328,451
Total Assets 1,209,956 Total Liabilities and Net Assets 1,209,956

Note: Fractions of one million yen are rounded off.




Consolidated Profit and Loss Statement

(From 1 January to 31 December 2008)

(Unit : Million Yen)

I Sales
I Cost of sales
Gross profit
I Sales, administrative and general expenses

Operating loss

IV Non-operating profit
Interest income
Dividends received
D.LE. profit
Amortization of goodwill
Equity in net earnings of affiliates
Profit from anonymous association
Others

V Non-operating expenses
Interest expenses
Others

Ordinary loss

VI Extraordinary profit
Gain on sales of fixed assets
Gain on sales of investment securities

Reversal of provisions for estimated loss on assets disposal

Promotion subsidy for corporate location
Others

VI Extraordinary loss
Loss on disposal of fixed assets
Loss on sales of investment securities
Loss on revaluation of investment securities
Impairment loss on fixed assets
Retirement benefits for directors
Others

Net loss before taxes

Corporate taxes
Corporate tax - deferred

Minority interests

Net loss after taxes

3,272,801

3,161,950

110,851

123,134

12,283
142
750
2,115
428
1,221
1,571

1,861 8,090
4,771

1,100 5,872

10,065
1,069
30
591
304

417 2,413
2,809
39
7,527
2,976
216

2,191 15,761

23,414
5,375

(12,989) (7,613)
421
16,221

Notes: Fractions less than one million yen are rounded off.




Consolidated Statement of Changes in Net Assets

(From 1 January to 31 December 2008 )

( Unit: Million Yen )

Shareholders' equity

Valuation &
translation
gains/losses

Minority Total net
Total Difference on | interests assets
Share Capital Retained Treasury .| valuation of
. . shareholders' | .
Capital surplus earnings shares . investment
equity .
securities

Opening balance 31/12/'07 34,197 22,112 278,251 (174) 334,386 4,546 19,336 358,269
Changes in the period

Dividends (13,561) (13,561) (13,561)

Net loss after tax (16,221) (16,221) (16,221)

Acquisition of treasury shares (10) (10) (10)

Reissuance of treasury shares 0 6 6 6

Increase resultmg.fr-on.l merger of 121 121 2522 2,643

consolidated subsidiaries etc.

Increase by newly

consolidated subsidiaries 236 236

Changes in items other than

shareholders' equity (2,453) (456) (2,910)

(Net amount)
Total changes in the period - 0 (29,661) 4) (29,665) (2,453) 2,301 (29,817)
Closing balance 31/12/'08 34,197 22,113 248,589 (178) 304,721 2,092 21,637 328,451

Note: Fractions of one million yen are rounded off.




Note

(co)

1. Note to basic items for making the consolidated financial statements

(1) Scope of consolidation
(DConsolidated Subsidiaries (40 companies)
SYS
TOA Sekiyu
Showa Shell Senpaku
Enessance Holdings *1)
Nippon Grease
Shoseki Kako
Heiwa Kisen
SODEC
Rising Sun
Shoseki Engineering
Petrostar Kansai
Chuo Shell
Kanto Koyu Energy
Nakagawa Sekiyu

Tokyo Shell Pack
Petrostar Kanto
Sun Road
Shinyo Sekiyu
Marushin
Nagase Sekiyu (*2)
Jonen (*2)
Nissho Koyu
Central Energy
Wakamatsu Gas
Genex
On Site Power
Showa Shell Solar
Other 13 companies

(*1) Shoseki Gas has become a 100% subsidiary of Enessance Holdings due to business restructuring
from this financial year. Shoseki Gas and Shoseki Home Gas as consolidated subsidiaries of
Enessance Holdings are included in “Other 13 companies” with other 11 consolidated subsidiaries

of Enessance Holdings.

(*2) Nagase Sekiyu and Jonen has become a consolidated subsidiary from this financial year because of

share acquisition.

(*3) EOT that used to be a consolidated subsidiary is excluded from the scope of consolidation from
this financial year, because it merged with Toa Sekiyu, which is a consolidated subsidiary.

(@Primary non-consolidated companies, KK Hayawa etc. are excluded from consolidated accounts because their
influence is immaterial to the consolidated financial statement such as total assets, sales proceeds, NIAT, profit

surplus and so on.

(2) Scope of Equity associates

(DEquity Associates (12companies)
Seibu Sekiyu
Daiya Shoseki
Shell Sekiyu Osaka Hatsubaisho
Central Sekiyu Gas
Mieseki Shoji
Niigata Joint Oil Stockpiling

Shell Tokuhatsu
JONET

Jyoyo Shell Sekiyu
Marubeni Energy
Toyotsu Sekihan
TS Aromatics *

* TS Aromatics has included in the scope of equity method affiliates from this financial year, because of

share acquisition.

(@Other main affiliates such as Kyokuyo are excluded from the scope of equity associates because their influence

on the consolidated financial statements is immaterial.

(@The original financial years of the equity associates are used for consolidation, even though their account

closing date is not 31 December.

(3) Account closing dates of consolidated subsidiaries

Account closing dates of the consolidated subsidiaries are as follows.

30 June 1 subsidiary
30 September 8
31 October 1

31 December 30

The consolidated subsidiary whose account closing date is 30 June makes provisional financial statements as of
30 September pursuant to full year accounts. The consolidated financial statements incorporated its accounts and
the other subsidiaries accounts of their accounts closing dates, with adjustments for significant trades occurring

after the accounts closed.



30" June 1 company
30" September 8 companies
31" October 1 company
31% December 30 companies

(4) Important accounting standards
(DValuation method for main assets
(a) Securities
Other securities
Securities with market value

(co)

°°°°° Stated at market value as account closing date (Any
valuation differences are directly charged or credited to
net assets and cost of securities sold is calculated
mainly by the moving average method.)

Securities with no market value =~ +---- Stated at historical cost based on the moving average

(b) Derivatives
(¢) Inventories

@Depreciation
(a) Tangible fixed assets = +---

(b) Intangible fixed assets ~ + -+ -

(@ Basis of Provisions
(a) Doubtful debts ~  c----
(b) Employees’ bonus ~ +cc--
(c) Directors’ bonus -

(d) Retirement benefits =<+ --

(e) Directors’ retirement -+ **
benefits

(f) Special maintenance - -

method

----- Stated at market value

----- Stated at historical cost, mainly based on the
weighted average method

Mainly straight-line method
The same standard as stipulated in the Corporate Tax Law is
applied to the useful economic lives and the residual values. The
main refining facilities in Kawasaki and Yokkaichi are depreciated
with an estimated useful economic life of 20 years.
Due to the 2007 revision of Corporate Tax Law and
regulations ,tangible fixed assets acquired before 31 March 2007
and reach the maximum depreciable amount (95% of acquisition
cost) at financial year-end, the residual value will be amortised
evenly for 5 years from the consecutive financial year. The
amortisation amount is included in depreciation charges.
The impact of the change in this accounting treatment was 4,222
million yen incrase in operating loss, ordinary loss and net loss
before taxes.

Straight-line method.
Software for own-use is amortized based on the straight-line
method over an expected useful life of 5 years.

For doubtful debts, provisions are calculated individually based on the
estimated uncollectible amounts. For other debts, provisions are
calculated based on the actual ratio of the past doubtful debt losses.
Accrued employees’ bonus for the current financial year is provided
based on the estimated bonuses to be paid in the following year.
Accrued directors’ bonus for the current financial year is provided
based on the estimated bonuses to be paid in the following year.
Accrued retirement benefits for the current financial year are provided
based on the estimated PBO and pension assets as at end of the current
financial year. Actuarial differences are amortized evenly within the
following 13-14 years, which is the average remaining service years
of employees.

The past service liabilities are amortized evenly within 14 years,
which was the average remaining service years of employees at
occurrences.

Differences at the accounting standards change are amortized evenly
over the following 15years, which used to be the average remaining
service years of employees at that time.

Estimated retirement benefits for directors for the current interim
financial year are provided based on the internal rules of some
consolidated subsidiaries.

The company is required to have periodical inspections and repairs for
oil tanks under the Fire-fighting Law. Estimated accrued expenses for
those inspections and repairs are provided.



(co)

(@®Accounting for leases
Finance leases, whose ownership of the leased assets do not transfer to the lessees, are treated as the same way
as operating leases.

(®Hedge accounting
Hedge accounting is not adopted.

®Accounting for consumption tax
The net of tax method is adopted for the Consumption Tax treatment.

(MAmortization of goodwill and negative goodwill
Goodwill is amortized for not more than 20 years, which is determined in consideration of its causes.
When amount of goodwill and negative goodwill is immaterial, it is amortized at once.

(5) Valuation method for assets and liabilities of subsidiaries
Mark to market valuation methods is applied to all the assets and liabilities of consolidated subsidiaries.

(6) Accounting changes
Provisions for directors’ retirement benefits
Although some consolidated subsidiaries used to expense directors’ retirement benefits at the time of payment,
they have changed its accounting treatment. Estimated cost of accrued directors’ retirement benefit is
provided as provisions for directors’ retirement benefits from this financial year, in line with opinion note of
JICPA. It has negligible effects to operating loss, ordinary loss and net loss before taxes by this accounting
treatment change.

2. Note to the consolidated Balance Sheet

(1) Mortgaged assets

(DMortgaged assets

Cash and bank deposits 3,756 Million Yen

Notes receivable & Trade 1,654 Million Yen

debtors

Inventories 74 Million Yen

Buildings & Structures 21,225 Million Yen

Tanks 4,524 Million Yen

Machineries & Vehicles 89,069 Million Yen

Lands 42,273 Million Yen

Others 9 Million Yen
Total 162,587 Million Yen

In addition, the following assets are provided as mortgages to security for debts of Genex, a consolidated subsidiary.

Shares of Genex 1,680 Million Yen

Long-term loan to Genex 2,520 Million Yen
@Secured Debts

Long-term debts 11,146 Million Yen

Short-term debts 6,226 Million Yen

Accounts payable 65,581 Million Yen

Total 82,955 Million Yen



(2) Accumulated Depreciation of Tangible Fixed Assets
688,031 Million Yen
(Accumulated impairment loss due to the introduction of impairment accounting is included in this figure.)

(3) Guarantees

Guarantee for bank loan, etc. 2,280 Million Yen
Guarantee for employees 1,026 Million Yen
(property loans)

Total 3,306 Million Yen

(4) Discounted notes
38 Million Yen

3. Note to the consolidated statement of changes in shareholders’ equity

(1) Issued shares
Common shares 376,850,400 shares

(2) Dividends

(DDividends paid

The following are determined at the annual shareholders’ meeting on 28" March 2008
Total amount of dividends 6,780 Million Yen
Resource of dividend Profit Surplus
Dividend per share 18 Yen
Record date 31 Dec. 2007
Payment date 31 Mar. 2008

The following are determined at the directors’ meeting on 6™ August 2008.
Total amount of dividends 6,780 Million Yen
Resource of dividend Profit Surplus
Dividend per share 18 Yen
Record date 30 Jun. 2008
Payment date 10 Sep. 2008

(@Dividends planned to be paid after this financial year.
The following will be determined at the annual shareholders’ meeting on 27" March 2009.

Total amount of dividends 6,780 Million Yen
Resource of dividend Profit Surplus
Dividend per share 18 Yen
Record date 31 Dec. 2008
Payment date 30 Mar. 2009

4 . Note to the per share information

Net assets per share 814.63 Yen

Net loss per share 43.07 Yen

(co)



Independent Auditors' Report
(English Translation*)

February 10, 2009

To the Board of Directors of Showa Shell Sekiyu K.K.
PricewaterhouseCoopers Aarata

PricewaterhouseCoopers Aarata, CPA
Designated and Engagement Partner

We have audited, pursuant to Article 444(4) of the "Corporate Law" of Japan, the consolidated
financial statements, which consist of the consolidated balance sheet, consolidated profit and loss
statement, consolidated statement of change in net assets and notes to the consolidated financial
statements of Showa Shell Sekiyu K.K. (hereinafter referred to as the "Company") for the 97th
fiscal year from January 1st, 2008 to December 31, 2008. These consolidated financial statements
are the responsibility of the Company's management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan. Those
standards require that we obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. An audit is performed on a test basis and includes
assessing the accounting principles used by management including how they are applied and
estimates made by management, as well as examining the overall presentation of the consolidated
financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position and the results of operations of the corporate group which
consists of Showa Shell Sekiyu K.K. and its consolidated subsidiaries, and for the period covered
by the consolidated financial statements in conformity with accounting principles generally
accepted in Japan.

Supplementary Information

As explained in “(a) Tangible fixed assets” of “@Depreciation” in “(4) Important accounting
standards” in “l1. Note to basic items for making the consolidated financial statements” in
Note(Consolidated), effective from the current fiscal year, the Company and its consolidated subsidiaries
have changed their depreciation method.

We have no interest in or relationship with the Company which is required to be disclosed
pursuant to the provisions of the Certified Public Accountant Law of Japan.

* The original audit report is in Japanese. This English translation is for readers' convenience
and reading this translation is not a substitute for reading the original audit report in Japanese.



Nonconsolidated Balance Sheet

( As of 31 December 2008 )

(Unit : Million Yen)

Assets Liabilities
I . Current Assets 713,400 I . Current Liabilities 668,338
Cash & Deposits 60,069 Trade creditors 212,343
Notes receivable 190 Short-term debts 127,531
Trade debtors 260,483 Commercial paper 72,000
Inventory - products 111,461 Accounts payable 194,445
Inventory - products afloat 2,715 Income taxes payable 77
Inventory - containers 25 Accrues expenses 13,736
Inventory - work in progress 29,073 Advances received 18,635
Inventory - crude & materials 65,982 Deposit from customers & 27,976
Inventory - crude & materials afloat 22,726 others
Inventory - stores 284 Accrued bonus 907
Prepaid expenses 1,277 Accrued bonus to directors 45
Short-term loans 103,976 and statutory auditors
Income taxes refundable 18,177 Other current liabilities 638
Deferred tax assets 17,278 II. Long-term Liabilities 122,250
Other current assets 20,079 Bonds 30,000
Provisions for doubtful debts (403) Long-term debts 19,500
II. Fixed Assets 357,840 Provision for retirement benefits 58,780
Tangible fixed assets 223,939 Provision for special maintenance 2,844
Buildings 52,383 Derivatives liabilities 1,276
Structures 25,229 Other fixed liabilities 9,848
Oil tanks 5,572
Machinery and equipment 19,723 Total Liabilities 790,588
Vehicles and conveyances 11 Net Assets
Tools, implements, fixtures 2,720 I . Shareholders' Equity 279,042
Lands 114,921 Share capital 34,197
Construction in progress 3,377 Capital surplus 22,074
Intangible fixed assets 8,045 Capital reserve 22,045
Leasehold rights 3,753 Other capital surplus 28
Software 4,175 Retained earnings 222,900
Others 116 Profit reserve 6,749
Investments etc. 125,855 Other retained earnings 216,150
Securities 10,576 Reserve for deferred gains 13,227
Subsidiaries' securities 54,114 on fixed assets transaction
Capital contribution 2,209 Special reserve 5,550
Long-term loans 27,432 Profit surplus carried forward 197,373
Long-term prepaid expenses 1,006  [Treasury shares (129)
Deferred tax assets 20,533 II. Valuation and translation 1,610
Derivatives assets 1,276 gains/losses
Others 9,264 Difference on valuation of 1,610
Provisions for doubtful debts (558) investment securuties
Total Net Assets 280,652
Total Assets 1,071,241 Total Liabilities and Net Assets 1,071,241

Note: Fractions of one million yen are rounded off.




Nonconsolidated Profit and Loss Statement

(From 1 January to 31 December 2008)

(Unit : Million Yen)

Sales

II Cost of sales

Gross profit

Il Sales, administrative and general expenses

Operating loss

IV Non-operating profit

Interest income

Dividends received

Foreign exchange gains

Profit from anonymous association
Others

V' Non-operating expenses
Interest expenses
Others

Ordinary loss

VI Extraordinary profit

Gain on sales of fixed assets

Reversal of provisions for estimated loss on assets disposal
Others

VI Extraordinary loss

Loss on disposal of fixed assets

Loss on sales of Investments securities
Write-down of affiliated securities
Write-down of investment securities
Impairment loss on fixed assets
Others

Net loss before taxes

Corporate taxes
Corporate taxes - deferred

Net loss after taxes

3,138,867
3,063,543
75,323
92,506
17,182
1,483
2,755
2,217
1,571
1,191 9,218
4,498
603 5,102
13,066
852
404
94 1,352
2,119
39
5,106
7,487
2,975
20 17,749
29,463
61
(7,080) (7,018)
22,445

(Note) Fractions less than one million yen are rounded off.




Nonconsolidated Statement of Changes in Net Assets
(From 1 January to 31 December 2008)

(' Unit:Million Yen )

Valuation &
Shareholders' equity Translation
gains/losses
Capital surplus Retained earnings
Other retained earnings . Total net
Difference | assets
Total .
Share Treasury | share- on valuation
. . Other | Total Reserve for Total of
Capital | Capital . . Profit Profit . shares | holders' | .
capital | capital deferred . retained . investment
reserve reserve . Special [ surplus . equity .
surplus [ surplus gains on . earnings securities
reserve | carried
fixed assets
. forward
transaction
Opening bal
ey 34,197 [ 22,045 | 28 22074 | 6749 | 13278 | 5550 | 233328 | 258907 | (124)] 315,053 3.415 | 318,469
Changes in the period
Dividends (13,561)| (13,561) (13,561) (13,561)
Net loss after tax (22,445)| (22,445) (22,445) (22,445)
Acquisition of
treasury shares (10) 10 (10
Reissuance of 0 0 5 6 6
treasury shares
Additions to other 45 45 ) ) )
profit surplus
Subtractions from
other profit reserve ©6) % ) ) )
Changes in items
other than
shareholders' equity (1.803)  (1.805)
(Net amount)
Total ch in th
0%’ changes 1 the ; ; 0 0 ; (50) | (35,955 (36,006) @| 3601 (1.80%)| (37.816)
period
Closing bal
g 34,197 | 22,045 28 [ 22,074 | 6749 | 13227 5,550 | 197,373 | 222,900 |  (129)] 279,042 1,610 | 280,652

Note: Fractions of one million yen are rounded off.




(un-co)
Note

1.Note to the basic items for making the non-consolidated financial statements
(1) Significant Accounting Policies
(DValuation method of assets
(a) Subsidiary and affiliate securities =~ cee-- Stated at historical cost based on the moving
average method

(b) Other securities
Securities with market value ~  .... Stated at market value as of account closing date.
(Any valuation differences are directly charged or
credited to net assets and cost of securities sold is
calculated by the moving average method.)

Securities with no market value ... Stated at historical cost based on the moving
average method
@Derivatives ~ eeees Stated at mark to market
(@Inventories
(a) Inventories of products, work in progress, ~ ***** Stated at historical cost based on the weighted
crude and materials average method
(b) Stock afloat ~ eeeen Stated at historical cost based on the identified
cost method
(c) Others e Stated at historical cost, primarily based on the

moving average method

(2) Depreciation Methods for Fixed Assets
(DTangible Fixed Assets ~ =+--- Straight-line method
The same standard as stipulated in the Corporate Tax Law is
applied to the useful economic lives and the residual values. The
main refining facilities at Ogimachi Factory of the Keihin Refinery
are depreciated with an estimated useful economic life of 20 years.

Due to the 2007 revision of Corporate Tax Law and
regulations ,tangible fixed assets acquired before 31 March 2007
and reach the maximum depreciable amount (95% of acquisition
cost) at financial year-end, the residual value will be amortised
evenly for 5 years from the consecutive financial year. The
amortisation amount is included in depreciation charges.
The impact of the change in this accounting treatment were 1,498
million yen incrase in operating loss, ordinary loss and net loss
before taxes.

(@Intangible Fixed Assets ~ ++*-* Straight-line method
Software for own-use is amortized based on the straight-line
method over an expected useful life of 5 years.

(3) Basis of Provisions
(DDoubtful Debts ~  cee-- For doubtful debts, provisions are calculated individually based on the
estimated uncollectible amounts. For other debts, provisions are
calculated based on the actual ratio of past doubtful debt losses.

@Employees’ Bonus et Accrued bonuses for the current financial year are provided based on
the estimated bonuses to be paid in the following year.

(®Directors’ Bonus - For directors’ bonuses, provisions are calculated based on the
estimated bonuses to be paid in the following year.

(DRetirement Benefits ~ +--- Accrued retirement benefits for the current financial year are provided

based on the estimated PBO and pension assets as at the current
financial year-end. Actuarial differences are amortized evenly within
the following 13 years, which is the average number of remaining
service years of employees.

(5Special Maintenance ~  tcc*- The company is required to have periodical inspections and repairs for
oil tanks under the Fire-fighting Law. Estimated accrued expenses for
those inspections and repairs are provided.




(un-co)
(4) Accounting for leases
Finance leases, in which ownership of the leased assets is not transferred to the lessees, are treated in the same way
as operating leases.

(5) Hedge accounting
Hedge accounting is not adopted.

(6) Accounting for consumption tax
The net of the tax method is adopted with regard to consumption tax.

2.Note to Balance Sheet

(1) Collateral Assets
(D Collateral Assets

Lands 7,017 Million Yen
@ Secured Debts
Accounts payable 10,363 Million Yen
¢ A part of the lands are mortgages for accounts payable of Toa. (7,999 million yen at the end of this financial

year)

(2) Accumulated Depreciation of Tangible Fixed Assets
249,486 Million Yen
(Accumulated depreciation include accumulated impairment losses due to the application of impairment
accounting.)

(3) Guarantees
Guarantee for bank loan, etc. 6,203 Million Yen

, 908 Million Yen
Guarantee for employees’ loans
Total 7,112 Million Yen

(4) Credits and Debts against affiliated companies

Short Term Credits 174,149 Million Yen
Long Term Credits 26,882 Million Yen
Short Term Debts 180,357 Million Yen
Long Term Debts 1,444 Million Yen

3.Note to Profit and Loss Statement

Transactions with affiliated companies

Sales 749,085Million Yen
Purchases 312,969Million Yen
Other nop-operatmg 6.868 Million Yen
Transactions

4.Note to statement of changes in shareholders’ equity

The number of Treasury Shares at the

151,791 Shares
year-end



5.Note to the deferred taxation

Main items of deferred tax assets and liabilities

(Differed Tax Assets)
Provi. for retirement benefits
exceeding the limit of tax deductible
amount
Impairment losses of fixed assets

27,198 Million Yen

14,331 Million Yen

Loss carried forward 10,388 Million Yen

Tax non—dgductlble valuation losses 7,503 Million Yen

from securities

Provi. for doubtful debts exceeding -

the limit of tax deductible amount 233 Million Yen

Others 9,758 Million Yen
Sub-Total (Deferred tax assets) 69,412 Million Yen

Valuation allowance (21,409) Million Yen
Total (Deferred tax assets) 48,003 Million Yen

(Deferred Tax Liabilities)
Reserves for deferred gains on fixed (9,078) Million Yen

assets transaction

Unrealized gains or losses due to
mark to market valuation for
securities

(1,113) Miltion Yen

Total (Deferred tax liabilities)

Net deferred tax assets

6.Note to the Lease transactions

Followings are the information on leased assets.

Acquisition cost

Accumulated depreciation
Un-expired lease fee at the end of the
year-end

Lease rental paid (equivalent to
depreciation charges)

(10,191) Million Yen
37,811 Million Yen

779 Million Yen
413 Million Yen

365 Million Yen

99 Million Yen

% The above amount does not include sublease.

7.Note to the information per one share

Net assets per share

Net loss per share

745.03 Yen

59.58 Yen

(un-co)



Independent Auditors' Report
(English Translation*)

February 10, 2009

To the Board of Directors of Showa Shell Sekiyu K.K.
PricewaterhouseCoopers Aarata

PricewaterhouseCoopers Aarata , CPA
Designated and Engagement Partner

We have audited, pursuant to Article 436 (2) i of the "Corporate Law" of Japan, the financial
statements, which consist of the balance sheet, profit and loss statement, statement of change in
net assets and notes to the financial statements, and the supplementary schedules of Showa Shell
Sekiyu K.K (hereinafter referred to as the "Company") for the 97th fiscal year from January 1st
2008 to December 31, 2008. These financial statements and supplementary schedules are the
responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements and supplementary schedules based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Japan. Those
standards require that we obtain reasonable assurance about whether the financial statements
and supplementary schedules are free of material misstatement. An audit is performed on a test
basis and includes assessing the accounting principles used by management including how they
are applied and estimates made by management, as well as examining the overall presentation of
the financial statements and supplementary schedules. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements and supplementary schedules referred to above present
fairly, in all material respects, the financial position and the results of operations for the period
covered by the financial statements and supplementary schedules in conformity with accounting
principles generally accepted in Japan.

Supplementary Information

As explained in “@Tangible Fixed Assets” in “(2)Depreciation Methods for Fixed Assets” of
“l.Note to the basic items for making the non-consolidated financial statements” in
Note(Non-consolidated), effective from the current year, the Company has changed its depreciation
method.

We have no interest in or relationship with the Company which is required to be disclosed
pursuant to the provisions of the Certified Public Accountant Law of Japan.

* The original audit report is in Japanese. This English translation is for readers' convenience
and reading this translation is not a substitute for reading the original audit report in Japanese.



Auditors' Meeting Audit Report

Audit Report

(Translation)

Based on the Audit Report received from each Auditor regarding business activities by
the directors during the 97th Business Period (from Ist January to 31st December,
2008), the Auditors’ Meeting, upon deliberation, hereby has prepared this Audit Report
and presents it as follows:

1. The Audit Procedures and Contents of Auditor’s Audit and Auditors’ Meeting

We decided the Auditing policy and plan of this year at the Auditor’s Meeting. In
addition to receiving the reports on conduct and results of audit from each auditor, we
received the reports on business activities of directors and accounting auditors. If
desired, we asked for explanation of the details from them.

In accordance with the auditing standards stipulated by the Auditors’ Meeting, and the
auditing policies and plans of this period, we communicate with directors, internal
auditing division and other employees, and endeavored to collect information and
promote systems for effective audit. We also attended the Meetings of the Board of
Directors and other important meetings of the Company and received reports on the
business activities of employees and auditors, calling for explanation from directors and
employees as required. We inspected the documents, and examined business activities
and financial conditions of the headquarters and other major offices of the Company. In
addition, we monitored and verified the contents of updated resolutions of the Board of
directors in relation with the system arrangement stipulated in the Clause 1 and 3,
Article 100 of the Enforcement Regulation of Corporate Act necessary for the systems
to ensure the execution of businesses by directors and executive officers comply with
laws and the Articles of Associations, and systems already arranged in pursuant to this
resolution, “internal control”. As for our subsidiaries, through communication and
information exchange with directors and auditors of the subsidiaries we received reports
on their business activities as is necessary. Based on these methods, we examined the
Business report and the Supplementary Schedule of this year.

In addition to monitoring whether accounting auditors maintain their independency and
execution of correct auditing, we received reports on their business activities, asking for
their explanation as needed. Accounting auditors notified us “the arrangement of systems
to ensure the appropriate business execution* (requirements stipulated in each clause of
Article 159, Corporate Computation Rule), in compliance with standards as the “Quality
control standard for auditing” (set by Corporate Accounting Council on October 28,
2005). We called for explanations as required. Pursuant to the above procedures, we
examined the financial reports of this term (including the balance sheet, profit-and-loss
statement, statements of changes in shareholders’ equity, explanatory notes), and
supplementary schedule, and consolidated financial reports of this term (namely,
consolidated balance sheet, consolidated profit-and-loss statement, consolidated
statements of changes in shareholders’ equity, and consolidated individual chart of
explanatory notes).



2. The Results of the Audits
As a result of our audit, we are of the opinion that:

)]

a. Business Report and Supplementary Schedule properly represents the business
situation of the Company in accordance with the applicable laws and regulations as
well as the Company’s Articles of Incorporation;

b. There is no misconduct or significant violation of laws or the Company’s Articles
of Incorporation by the Directors in the course of the execution of their duties;

c. Resolution of the board of directors as to internal control system is reasonable. No
suggestion is required with respect to the director’s activities and implementation of
internal control, except that we expressed our opinion about the necessity to review
business risks in relation to certain operations in the changing business environment,
which was caused by the wild fluctuation of crude oil price and other economic
turmoil, and that necessary remedial actions were taken. We also noted that
progress was made in the arrangement of internal control system regarding financial
reporting.

(2) Results of Auditing of financial reports and Supplementary Schedule
The procedures and results of the audit by Arata Audit Corporation, the Accounting
Auditors of the Company, are appropriate;

(3) Results of Consolidated Financial Reports

The procedures and results of the audit by Arata Audit Corporation, the
Accounting Auditors of the Company, are appropriate;

February 12, 2009
Showa Shell Sekiyu K.K. Auditor’s Meeting
Full-time Auditor Hisao Nozaki
Full-time Auditor Kanji Yamamoto
Auditor Midori Miyazaki
Auditor Kenji Yamagishi

Note: Auditor, Ms. Midori Miyazaki, and Auditor, Mr. Kenji Yamagishi, are the outside
auditor stipulated in 16, Article 2 and Clause 3, Article 335 of Corporate Law



Reference Material for the General Meeting of Shareholders

Proposals and References
Item 1: To approve the Proposed Appropriation of Profit for the 97th Period.

The Company’s dividend policy is that dividend stable and attractive to shareholders is
offered, while the business performance and financial position of the Company as well
as financial market conditions are considered. The policy includes attaining sufficient
retained earnings in order to accomplish our mid-and-long-term growth strategy for the

purpose of maximizing our corporate vale.

As for the appropriation of Profit for the 97th period, consideration is given to the
business and financial situation as well as the level of retained earnings necessary for
the Company’s sustainable growth, and the dividend for the end of the Period is

proposed as follows:

(1) Asset distributed as Dividend:

Cash
(2) Distribution of Dividend and Total amount distributed:
18 yen per share Total amount: ¥6,780,574,962

(3) Effective Date for the Dividend:
30th March, 2009



Item 2: To approve revisions to the Articles of Association of the Company.

1.

The reasons for proposal:
As the abolishment of all share certificates of listed companies was effectuated by
the enforcement of the Law amending the Security Transfer System Act (Law No.
88, 2004) on 5th January 2009, the existing Article 9 of the Articles of Association
of the Company was deemed void on the same day. In accordance with this, the
following revisions are proposed to the Articles of Association of the Company:

(1) Provisions relating to share certificates (Article 9 and Paragraph 2 of Article 10)
and provisions relating to depositing shareholders (a part of Article 7 and

Paragraph 3 of Article 13) are deleted, as they are no longer necessary.

(2) Provisions relating to notification made by shareholders (Article 14) need to be
altered, but are deleted, because the provisions stipulate mere procedures and the

similar provisions exist in the Rule for Handling of Shares of the Company.

(3) Article numbers are amended in accordance with the deletion of Articles 9 and

14.

(4) As the Register of Lost Share Certificates shall be maintained for a year after the
enforcement of the Law amending the Security Transfer System Act, necessary
provisions to entrust the business to the Transfer Agent are created as the

Supplementary Articles.



2. Proposed Revisions:

Proposed revisions are as follows (Unchanged provisions are not shown.):

(Changes are underlined.)

Existing

Proposed

II. SHARES
Article 7 (Pre-emptive Rights)
The shareholders including shareholders who

have deposited shares with an authorized

share deposit company (which are hereinafter

referred to as “depositing shareholders™)

[hereinafter collectively referred to as
“shareholders”] shall have pre-emptive rights

to take new shares issued.

Article 9 (Share Certificates)
The Company issues share certificates.

Article 10 (Number of Shares Consisting
One Unit)

The number of the Company’s shares
comprising a single unit shall be 100.
(2) The Company may not issue share

certificates representing less than one unit

of shares, except for cases stipulated in the

Rules for Handling of Shares.

Article 11 (provisions not shown)

Article 12(provisions not shown)

Article 13 (Transfer Agent)
The Company shall appoint a transfer agent

with regard to shares.

(2) The transfer agent and its place of

conducting entrusted business shall be

II. SHARES
Article 7 (Pre-emptive Rights)
The shareholders shall have pre-emptive

rights to take new shares issued.

(deleted)

Article 9 (Number of Shares Consisting
One Unit)
(unchanged)

(deleted)

Article 10 (unchanged)
Article 11(unchanged)
Article 12 (Transfer Agent)

(unchanged)

(2) (unchanged)




determined by a resolution of the Board of
Directors, and public notice thereof shall be

issued.

(2) The business relating to the maintenance
of Shareholders of the
Company and the Register of Depositing
Shareholders  (hereinafter  collectively
referred to as the Register of
Shareholders), Register of Stock Warrant
and Register of Lost Share Certificates

of Register

shall be entrusted to the transfer agent and

shall not be handled by the Company.

Article 14 (Notification by Shareholders)
Each Shareholder and pledgee or his legal

representative shall furnish to the Transfer

Agent of the Company his name and address

and an imprint of his seal (in the case of a

foreigner who signs his name, a specimen

seal of his signature) on a form prescribed by

the Company.

(2) Each Shareholder and pledgee or his legal

representative _ who has

no domicile or

residence in Japan shall appoint an attorney

in Japan or shall set up a temporary address

which he shall notify to the Transfer Agent of
the Company.

(3) The same applies where any change has

taken place in regard to a matter notified

under the foregoing paragraphs.

Article 15 (provisions not shown)

ITII. GENERAL MEETINGS OF
SHAREHOLDERS

(3) The business relating to the maintenance
of Shareholders of the
Company and Register of Stock Warrant

of Register

shall be entrusted to the transfer agent and

shall not be handled by the Company.

(deleted)

Article 13 (unchanged)

III. GENERAL MEETINGS OF
SHAREHOLDERS




Articles 16 to 21 (provisions not shown)

IV. DIRECTORS AND THE BOARD OF
DIRECTORS
Articles 22 to 29 (provisions not shown)

V. AUDITORS AND AUDITORS
MEETING
Articles 30 to 36 (provisions not shown)

VI. EXECUTIVE OFFICERS

Article 37 (provisions not shown)

VII. ACCOUNTS
Articles 38 to 41 (provisions not shown)

(additions)

Articles 14 to 19 (unchanged)

IV. DIRECTORS AND THE BOARD OF
DIRECTORS
Articles 20 to 27 (unchanged)

V. AUDITORS AND AUDITORS
MEETING
Articles 28 to 34 (unchanged)

VI. EXECUTIVE OFFICERS
Article 35 (unchanged)

VII. ACCOUNTS
Articles 36 to 39 (unchanged)

Supplementary Articles
Article 1
The business relating to the maintenance of
Register of Lost Share Certificates shall be

entrusted to the transfer agent and shall not

be handled by the Company.

Article 2
The preceding and this Articles shall be
valid until S5th January 2010 and shall be

deleted on 6th January 2010.




Item 3: To appoint 8 Directors of the Company.

As the term of office for all the Directors will expire at the closing time of the 97th
Annual General Meeting of shareholders, the appointment of 8 Directors is hereby

proposed.

Particulars of the Director candidates are as follows (New director candidates are

marked with ¢ in front of the name):

No Name Personal history and representative positions in | Shares of the

(Date of Birth) other organizations Company held

Apr 1970 joined Shell Sekiyu K.K.

Apr 1998 Change Promotion Center

1 Shigeya Kato Manager 48,600 shares

(2 August 1947) Mar 1999 Executive Officer / Change
Promotion Center Manager

Mar 2001 Director

Mar 2003 Managing Director

Mar 2005 Senior Managing Director

Mar 2006 Representative Director / Vice
Chairman (to present)

(Representative position)

Representative Director, Shell Chemicals Japan

K.K.

Apr 1983 joined Shell Sekiyu K.K.

Jun Arai Sep 2002 Management Information 11,800 shares
2 (28 February Manager
1959) Apr 2004 Accounting Manager

Mar 2005 Executive Officer / Accounting
Manager

Mar 2006 Director

Mar 2007 Managing Director

Aug 2008 Representative Director / Acting
President

Nov 2008 Representative Director /

President (to present)




Richard A. Carruth
(16 March 1952)

Jun 1976
Sep 2001

Jun 2005

Jun 2006

Mar 2007

joined Shell Oil Company (USA)
Director of Merger, Acquisition
& Divestment, Shell International
Oil Products Company (UK)
General Manager Finance, Shell
Eastern Petroleum Company
(Singapore)

Executive Officer, Chief Finance
Officer (CFO)

Director / Vice President (CFO)

(to present)

(Representative position)

Representative Director / President, Shell Japan

1,500 shares

Trading K.K.

Apr 1972 joined Shell Sekiyu K.K.

Apr 1997 Supply Manager

Hitoshi Sato Oct 1999 Marketing Service Manager 32,900 shares
(16 July 1948) Apr 2001 Executive Officer / Marketing

Planning Manager

Jan 2002 Executive Officer / Marketing
Planning Manager & Business
Innovation Manager

Apr 2004 Executive  Officer / BPR
Promotion Center Manager

Mar 2005 Corporate Executive Officer /
BPR Promotion Center Manager

Mar 2006 Managing Director (to present)

(Representative position)

Representative Director / Chairman & Acting

President, Showa Shell Business & IT Solutions

K K.




Aug 1960 joined Nichimen Jitsugyo K.K.

(current Sojitsu K.K.)
Yoshihiko Miyauchi | Apr 1964 Joined Orient Lease K.K. 10,000 shares
(13 September 1935) (current Orix K.K.)
Mar 1970 Director, Orix K.K.
Nov 1977 Representative Director /

Senior Managing Director,
Orix K.K.

Dec 1979 Representative Director / Vice
President, Orix K.K.

Dec 1980 Representative Director /
President, Orix K.K.

Apr 2000 Representative Director /
Chairman, Orix K.K.
Mar 2003 Outside Director, Showa Shell

Sekiyu K.K. (to present)
Jun 2003 Director / Representative

Officer / Chairman / Group

CEO, Orix K.K. (to present)

Jun 2003 Outside Director, Sony K.K. (to
present)
Jun 2005 Director, Sojitsu Holdings K.K.

(current Sojitsu K.K.) (to

present)

(Representative positions)

Director / Representative Officer / Chairman
/Group CEOQ, Orix K.K.

Representative Director / Owner, Orix Baseball

Club K.K.




Tan, Chong-Meng
(4 October 1960)

May 1984

Feb 1989

Aug 1998

May 2000

Jul 2004

Nov 2005

Mar 2006

Jun 2008

joined Ministry of National
Development (Singapore)
joined Shell Eastern Petroleum
(Pte) Ltd (Singapore)

General Manager, Retail
Marketing, Shell Eastern
Petroleum (Pte) Ltd
(Singapore)

Vice President, Shell China
Limited (China)

Vice President, Shell Eastern
Petroleum (Pte) Ltd
(Singapore)

Executive Vice President, Shell
Eastern Petroleum (Pte) Ltd
(Singapore) (to present)
Outside Director, Showa Shell
Sekiyu K.K. (to present)
External Director, Fraser and
Neave, Limited (Singapore) (to

present)

0 share




7 Yukio Masuda
(22 March 1941)

Apr 1964

Jun 1996

Apr 1999

Jun 2001

Apr 2002

Jun 2006

Jun 2008

Jun 2008

joined Mitsubishi Corporation
K.K.

Director, Mitsubishi
Corporation K.K.

Managing Director, Mitsubishi
Corporation K.K.
Representative Director /
Senior Executive Officer,
Mitsubishi Corporation K.K.
Representative Director / Vice
President Executive Officer,
Mitsubishi Corporation K.K.
Fulltime Advisor, Mitsubishi
Corporation K.K.

Advisor, Mitsubishi
Corporation K.K. (to present )
Outside Auditor, Tokyo Gas
K.K. (to present )

0 share

8 | Khalid D.
Al-Faddagh
(6 May 1955)

Sep 1983

Aug 2003

Sep 2007

joined Saudi Aramco (Saudi
Arabia)

President & Chief Executive
Officer, Petron Corporation
(Philippines)

Manager, Long Range
Planning, Saudi Aramco (Saudi
Arabia) (to present )

0 share

Note 1. Mr. Shigeya Kato, Mr. Jun Arai, Mr. Richard A. Carruth and Mr. Hitoshi Sato

are present executive directors of the Company, and their positions and

responsibilities are shown in the “Name of Directors and Auditors” table in the

Business Report. Mr. Yoshihiko Miyauchi and Mr. Tan Chong-Meng are

present outside directors of the Company, and they have been for 6 years and 3

years, respectively.
2. Mr. Yoshihiko Miyauchi, Mr. Tan Chong-Meng, Mr.Yukio Masuda and Mr.
Khalid D. Al-Faddagh are candidates for appointment as outside directors.

They are nominated with the expectation that their experience and knowledge,

which are briefly summarized below, will contribute to the enhancement of the



corporate governance and sustainable growth strategy of the Company.

(1) Mr. Yoshihiko Miyauchi is Director / Representative Officer / Chairman /
Group CEO of Orix K.K. and has served a number of companies as outside
director. He has broad experience and knowledge in management.

(2) Mr. Tan Chong-Meng is Executive Vice President, Shell Eastern Petroleum
(Pte) Ltd, and he has management know-how, which has been accumulated
in the Shell Group through its worldwide operations for many years. He
also serves as External Director in Fraser and Neave, Limited, a listed
company in the Singapore Stock Exchange. The Company has important
business relationship with the Shell Group companies.

(3) Mr. Yukio Masuda has a lengthy career, which includes the position of chief
officer, in the energy business sector of Mitsubishi Corporation K.K., and he
is highly knowledgeable about both international and domestic energy
business. He served as Fulltime Advisor in Mitsubishi Corporation K.K.
until June 2008 and received remuneration. The Company has important
business relationship with Mitsubishi Corporation K.K.

(4) Mr. Khalid D. Al-Faddagh is Manager, Long Range Planning in Saudi
Aramco, and he has managerial know-how of the worldwide operation of the
petroleum business. He also served as President and Chief Executive
Officer in Petron Corporation, a listed company in the Philippines Stock
Exchange. The Company has important business relationship with Saudi
Aramco.

3. Mr. Yoshihiko Miyauchi and Mr. Tan Chong-Meng as outside directors entered
into a liability limitation agreement with the Company in relation to the
limitation of liability specified in Clausel, Article 423 of Corporate Code.
Amounts of liability under this agreement shall be higher amounts of 10,000,000
yen and amounts designated by the Corporate Code. Mr. Yukio Masuda and Mr.
Khalid D. Al-Faddagh will enter into a similar agreement upon their
appointment.

4. Mr. Shigeya Kato is Representative Director, Shell Chemical Japan K.K. The
Company has transactions with Shell Chemical Japan K.K. in relation to
petroleum products sales, the lease of petroleum product trading business,
services and lease of offices.

5. Mr. Richard A. Carruth is Representative Director, Shell Japan Trading K.K.
The Company has transactions in relation to service provisions with Shell Japan
Trading K.K.



6. Mr. Yoshihiko Miyauchi is Representative Officer, Orix K.K. The Company
and its affiliates has transactions with Orix K.K. regarding sales transaction of
petroleum products, automobile and office supplies lease, transactions
accompanied with usage of ETC cards, lease contract of office for retail outlets,
and additional transactions. Furthermore, the Company has a joint venture
company named as K.K. Onsite Power, which conducts electricity and heat
supply business, with Orix K.K.

7. Mr. Yoshihiko Miyauchi is Director (non-executive), Sojitsu K.K. The
Company has transactions in relation to crude oil acquisitions with SojitsuK.K.,
and petroleum product sales with Sojitsu Energy K.K., its affiliate, under a
dealer agreement.

8. Mr. Yukio Masuda is Outside Auditor, Tokyo Gas K.K. The Company has a
joint venture, which are carrying out the construction of a natural gas fired

large-scale electric power generation plant, with Tokyo Gas K.K.



Item 4: To appoint a Substitute Auditor of the Company.

As a safeguard against the case in which the number of auditors lacks the number
required by laws and regulations, the appointment of a Substitute Auditor is proposed.
The Auditors’ Meeting supports this proposal.

The particulars of the candidate for Substitute Auditor are as follows:

Name Personal History and Representative Positions held | The number of
(Date of Birth) | in other organizations shares of the
Company held
Kazuo Mura April 1978 Registered as Attorney at Law 0 share
(12 June 1950) | March 1984 Established Kazuo Mura Law
Office

November 1994 Representative, Mura
Momijishima Law Office
(current Mura Miyadate Law
Office) (to Present)

April1997 Managing Director, Japan
Federation of Bar Association

April 2000 Managing Director, K.K. Seiri
Kaishu Kikou (The Resolution
and Collection Corporation)

April 2005 Professor, Kokugakuin
University Law School (to

Present)

Note 1. Mr. Kazuo Mura is an experienced attorney at law and also familiar to business
and management. He is appointed as a substitute to an outside auditor.
2. The Company paid retainer and other fees to Mr. Kazuo Mura as a legal counsel
to the Auditors’ Meeting.
3. When Mr. Kazuo Mura is appointed as auditor, an agreement to limit his
liability of Paragraph 1 of Article 423 of the Corporate Law will be executed.
His minimum liability under the agreement will be whichever higher of 10

million yen or the minimum liability amount set out by the law.




Item 5: To approve the Provision of a Bonus for Directors and Auditors.

A bonus will be provided to 7 directors (including an outside director) out of 10
directors (including 3 outside directors) and to 4 auditors as of the end of the 97th
Period. The amount of the bonus will be 33 million yen (of which 2.1 million yen to
an outside director, 27.6 million yen to other directors and 3.3 million yen to auditors),
and the allocation of the bonus to each Director and Auditor will be determined by the

resolution of the Board of Directors and the discussion of Auditors, respectively.

The amount of the bonus is based on the increase ratio over the previous period and
goal achievement ratio of ordinary profit without the effect of stock evaluation, which

are adjusted by external factors such as economic circumstances during the Period.



