






  

 

 

 

(3) Production and Sales of the Group and the Company 

1) Sales of the Group 

The results of the sales of the Group during this period are described below: 

Segment 98th Period 

(This Period) 

 

(M Yen) 

97th Period 

(Last Period) 

 

(M Yen) 

Increase/ 

Decrease 

over last 

year 

(%) 

Downstream Petroleum 1,991,167 3,236,069 -38.5 

Real Estate 4,263 4,288 -0.6 

Other 27,089 32,444 -16.5 

Total 2,022,520 3,272,801 -38.2 

 

Note 1: The above amounts do not include consumption taxes. 

         2:    The amounts for Sales in each Segment consist of the sales proceeds from 

unaffiliated customers. 

 

2) Manufacturing, Purchases and Sales of the Company 

The volume manufactured and purchased as well as the sales quantity of petroleum 

products of the Company during this period are described below: 

Item 98th Period 

(This Period) 

 

 

(1,000kl) 

97th Period 

(Last Period) 

 

 

(1,000kl) 

Increase/ 

Decrease 

over last 

year 

(%) 

Manufactured 18,111 19,789 -8.5 

Purchased 11,445 12,803 -10.6 

Manufactured & 

Purchased 

Quantities Total 29,555 32,592 -9.3 

Gasoline 9,963 10,534 -5.4 

Kerosene & Gas Oil 11,752 12,314 -4.6 

Fuel Oil 3,313 4,536 -27.0 

Others 4,666 5,200 -10.3 

Sales Quantities 

Total 29,694 32,584 -8.9 

 

Note 1: “Manufactured Quantity” represents the volume of products, which the Company 

had the Group's refineries and others manufacture in commission.  

         2:      “Other Sales” includes LPG, naphtha, lubricants and asphalt, etc. 
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(4) Capital Investment in Plant and Equipment of the Group 

The total investment in plants and equipment during the period was approximately 49.5 

billion yen, and the principal investments are described below: 

 

Segment Item Principal investments 

Maintenance and repairs of refineries, 

Enhancing environmental and safety measures, 

Energy-saving measures, 

Manufacturing 

Added-value improvement measures 

Maintenance, repainting, environmental and 

safety measures for existing service stations, 

Sales facilities 

Construction of self-service facilities 

Downstream 

Petroleum 

Distribution Enhancing quality measures,  

Maintenance and repairs of depots 

Others Manufacturing Construction of Solar cell manufacturing 

facilities 

 

(5) Fund Raising  

The Company’s fund requirement is financed by cash on hand, borrowings, bonds and 

commercial paper, not by capital increase.  

The balance of each fund-raising instrument at the end of the period was as follows:  

Item 

 

98th Period (This Period) 

M Yen 

97th Period (Last period) 

M Yen 

Short –term borrowings 91,743 128,497 

Long-term borrowings to be 
repaid within a year  

9,837 12,887 

Bond to be repaid within a 
year 

15,000 - 

Long-term borrowings 62,292 35,891 

Commercial paper 104,000 72,000 

Bonds 15,200 30,200 

Total 298,073 279,476 
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 (6) Changes in the Business Results of the Group 

The results of the Group for the period under review and the three previous periods are set 

out below: 

Division 
2006 

95th Period 

2007 

96th Period 

2008 

97th Period 

2009 

(This Period) 

98th Period 

Sales proceeds (M Yen) 2,921,287 3,082,641 3,272,801 2,022,520 

Ordinary profit or Ordinary 

loss (△)(M Yen) 
77,675 92,709 △10,065 △56,455 

Net profit or net loss (△) 

after tax (M Yen) 
46,249 43,729 △16,221 △57,619 

Net profit or Net loss (△) 

per share (Yen) 
122.95 116.12 △43.07 △152.99 

Total asset  (M Yen) 1,195,015 1,339,114 1,209,956 1,172,739 

Note 1:  Profit per share is calculated based on the average number of issued shares during 

the relevant period, whereas the number of treasury shares is excluded.  The 

calculation is in accordance with Corporate Accounting Standards No.2 

“Accounting Standards regarding Profit per Share” (Corporate Accounting 

Standard Committee: 25th September, 2002 with revisions as of 31st January 

2006). 

(7) Main Businesses of the Company (As of December 31, 2009) 

Segment Main Business 

Downstream 

Petroleum 

Manufacture, Process, Transportation, Storage, Sales and 

Export/Import of Petroleum Products 

Real Estate Lease of Real Estate Properties 

Other Construction, Solar Cell Business, Automobile Supplies Sales, City 

Gas, Electric Power Generation and others 
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(8) Relationships with Important Subsidiaries, Affiliates, and Other Important Companies  (As 

of December 31, 2009) 

1)  Important Subsidiaries and Affiliated Companies 

Important Subsidiaries 

Company Name Capital 

Ratio of 

Capital  

Held by the 

Company 

Main Business 

Showa Shell Solar 

K.K. 

17,620M Yen 100.00% Manufacturing and Sales of Solar 

Cell Modules 

Wakamatsu Gas K.K. 460M Yen  100.00% City Gas business and Sales of 

Petroleum Products  

Showa Shell Sempaku 

K.K. 

   450M Yen 100.00% Overseas Shipping & 

Transportation; Vessel Chartering 

K.K. Rising Sun    200M Yen 100.00% Automobile Supplies Sales, 

Leasing, Insurance Agency 

Shoseki Engineering 

K.K. 

   100M Yen 100.00% Design, Construction and 

Inspection of Industrial Facilities 

Nihon Grease K.K.    100M Yen   99.21% Manufacturing and Sales of Grease 

and Lubricant Oil 

Showa Yokkaichi 

Sekiyu K.K. 

4,000M Yen   75.00% Manufacturing of Petroleum 

Products 

K.K. Enessance 

Holdings 

115M Yen   51.00% Management of LPG Sales 

subsidiaries 

Toa Sekiyu K.K. 8,415M Yen      50.11% Manufacturing of Petroleum 

Products 

 

Affiliated Companies 

Company Name Capital 

% of our 

Company’s 

shares 

Main Business 

Seibu Sekiyu K.K. 8,000M Yen 38.00% Manufacturing of Petroleum 

Products 

Marubeni Energy K.K. 2,350M Yen 33.40% Sales of Petroleum Products 

 

2) Other Important Relationships 

The Company has an alliance with the Shell Group in relation to the matters such as the 

capital participation, crude oil supply and technological support, and also has close 
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business relations through the use of the trademarks, research and development, sharing 

of management know-how and personnel exchange. 

The Company has a basic agreement regarding crude oil supply with Saudi Aramco, 

whereas its subsidiary, Aramco Japan Holdings Company B.V., invested in the 

Company. 

 

(9) Acquisition of the stock of other corporations and other restructuring activities 

We acquired new shares issued by Showa Shell Solar K.K. to finance its construction of a 

solar cell manufacturing plant in December.  

 

(10) Primary Place of Business and Plants (As of December 31, 2009) 

Head Office of the Company 
3-2, Daiba 2-chome, Minato-ku, Tokyo (Daiba Frontier 

Building) 

Branch Offices of the Company 

Hokkaido Branch (Sapporo-shi)  

Tohoku Branch (Sendai-shi) 

Shutoken Branch (Chiyoda-ku, Tokyo)  

Kanto Branch (Chiyoda-ku, Tokyo) 

Chubu Branch (Nagoya-shi) 

Kinki Branch (Osaka-shi) 

Chugoku Branch (Hiroshima-shi) 

Shikoku Branch (Takamatsu-shi) 

Kyushu Branch (Fukuoka-shi) 

Laboratory 

Central Laboratory (Aikawa-machi, Aikou-gun, Kanagawa 

Prefecture) 

Showa Shell Solar K.K. Atsugi Research Center (Atsugi-shi, 

Kanagawa Prefecture)  

Refineries 

Showa Yokkaichi Sekiyu K.K., Yokkaichi Refinery 

(Yokkaichi-shi, Mie Prefecture) 

Toa Sekiyu K.K., Keihin Refinery (Kawasaki-shi) 

Seibu Sekiyu K.K., Yamaguchi Refinery (Sanyo-onoda-shi, 

Yamaguchi Prefecture) 

Import Terminal Niigata Import Terminal (Niigata-shi) 

Lubricant Plants 
Yokohama Installation (Yokohama-shi) 

Kobe Installation (Kobe-shi) 

Grease Plants 

Nihon Grease K.K., Yokohama Plant (Yokohama-shi) 

Nihon Grease K.K., Kobe Plant (Kobe-shi) 

Nihon Grease K.K., Shimonoseki Plant (Shimonoseki-shi, 

Yamaguchi Prefecture) 

Solar Cell Manufacturing 

Plants 
Showa Shell Solar KK., Miyazaki Plants (Miyazaki-shi) 

Note: The refining facilities of Kawasaki Refinery of the Company are leased to Toa Sekiyu 

K.K. and operated along with Toa Sekiyu's facilities as Keihin Refinery.  
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(11) Employment Situation of the Group and the Company (As of December 31, 2009) 

a) The Group's Employment Situation 

Number of Employees Change from Previous Period 

5,439 + 210 

 

b)  The Company's Employment Situation  

Number of Employees 
Change from 

Previous Period 
Average Age 

Average Length of 

Service 

Male        725            -42         46.1        22.2Years 

Female        214             +2        41.1        19.2Years 

Total     939            -40        45.0        21.5Years 

Note 1:  Temporary employees and seconded personnel to other companies are excluded.       

         2: Seconded personnel (72 persons) to the Company are included.  

 

(12) Main Creditors of the Group (As of December 31, 2009) 

Creditor 
Amount of Loan 

(Thousands) 

Japan Oil, Gas and Metals National Corporation 86,398 M Yen 

Development Bank of Japan 33,893 M Yen 

K.K. Mizuho Corporate Bank 12,399 M Yen 

K.K. Mitsui Sumitomo Banking   5,819 M Yen 

K.K. Bank of Tokyo-Mitsubishi UFJ   4,424 M Yen 

Sumitomo Trust & Banking K.K. 4,285 M Yen 

K.K. Shinsei Bank 4,248 M Yen 

Sumitomo Corporation Financial Management K.K. 2,940 M Yen 

Mitsubishi Corporation Financial Service K.K.  2,400 M Yen 

Dengen Kaihatsu (J. Power) K.K. 1,680 M Yen 
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2. Shares of the Company (As of December31, 2009) 

(1) Total Numbers of Shares Authorized                                                440,000,000 

(2) Numbers of Shares Issued                            376,850,400 

(Number of Treasury shares                   155,081) 

(3) Number of Shares per Unit                          100 

(4) Breakdown of Shareholders       

 

Number of Shareholders 
Number of Shares Held 

(Thousands) 
Classification 

As of Dec. 31, 

2008 

As of Dec. 31, 

2009 

As of Dec. 31, 

2008 

As of Dec. 31, 

2009 

Individuals  

 

49,370 

97.66% 

61,033 

98.03% 

48,162.4 

12.78% 

60,957.6 

16.18% 

Governments - 

- 

1 

0.00% 

- 

- 

1.0 

0.00% 

Financial Institutions 184 

0.36% 

192 

0.31% 

76,930.9 

20.41% 

82,649.4 

21.93% 

Other Corporations 631 

1.25% 

668 

1.07% 

12,256.7 

3.25% 

12,348.6 

3.28% 

Foreign Shareholders 370 

0.73% 

367 

0.59% 

239,500.4 

63.55% 

220,893.8 

58.62% 

Total 

 

50,555 

100.00% 

62,261 

100.00% 

376,850.4 

100.00% 

376,850.4 

100.00% 

 (5) Major Shareholders (Top 10)  

Investment in the Company  
Name Number of Shares 

(Thousands) 

Shareholding 

ratio 

The Shell Petroleum Company Limited  125,261.2   33.25％ 

Aramco Japan Holdings Company B.V.    56,380.0    14.97 

Nihon Master-Trust Trust Bank K.K. (Custody 

Account) 
   18,456.3    4.92 

Nihon Trusty Service Trust Bank K.K. (Custody 

Account ) 
   14,787.1     3.93 

Asset Management Services Trust Bank K.K. 

(Securities Investment Trust Account) 
     7,415.4    1.97 

The Anglo-Saxon Petroleum Company Limited      6,784.0    1.80 

Kochi Shinkin Bank      4,372.0    1.16 

Kawasaki Kisen K.K.      3,503.7    0.93 

JP Morgan Securities K.K.      3,009.6    0.80 

B. N. P. Paribas Securities (Japan) Limited (B. N. P. 

Paribas Securities) 
     2, 802.3    0.74 
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Note 1:  The shareholding ratio is calculated from the number of shares issued less the number 

of treasury shares. 

 2:  The ratio of shares held by the Shell Group, to which the Shell Petroleum Company 

Limited and the Anglo-Saxon Petroleum Company Limited belong, amounts to 35.05% 

in total. 

 

3.  Officers (As of December 31, 2009) 

(1) Name of Directors and Auditors 

 

Position Name Responsibility      Other Important Concurrent 

Status &Representative Status  

Chairman and    

Representative Director 
Shigeya Kato (Note 1) Representative Director, Shell 

Chemicals Japan K.K. 

Director, Seibu Sekiyu K.K. 

Director, Showa Shell Solar K.K 

Outside Director, AOC Holdings 

K.K. 

 

President and 

Representative Director  

Jun Arai (Note 1) Director, Showa Yokkaichi 

Sekiyu K.K. 

Director, Showa Shell Solar K.K. 

Vice President and 

Director 
Richard A. 

Carruth 

CFO, Finance, Financial 

Information Assurance 

Project, Procurement, IT 

Planning 

President and Representative 

Director, Shell Japan Trading K.K. 

Director, Showa Shell Solar K.K. 

Managing Director  Hitoshi Sato Personnel, Industrial 

Relations, General Affairs, 

Internal Control Promotion 

(including Corporate 

Governance) 

 

Director Yoshihiko 

Miyauchi 

(Outside Director) Chairman, Director/Representative 

Officer/Group CEO, Orix K.K. 

Representative Director/Owner, 

Orix Baseball Club K.K 

Director Tan 

Chong-Meng 

(Outside Director) Executive Vice President, Shell 

Eastern Petroleum Co.(Singapore) 

Director Yukio Masuda (Outside Director) Advisor, Mitsubishi Corporation 

K.K. 

Director Khalid D. 

Al-Faddagh  

(Outside Director) General Auditor, Saudi Aramco 

(Saudi Arabia) 

Full time Auditor Hisao Nozaki   

Full time Auditor Kanji 

Yamamoto 

  

Auditor Midori Miyazaki (Outside Auditor) Professor, Chiba Shoka 

University, Department of 

Policy Information 

Auditor Kenji Yamagishi (Outside Auditor) President, Tokyo Bar Association 

Attorney, Risolute Law Office 
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Notes:  

1. Chairman is in charge of Code of Conduct.  President directly supervises Audit.   

 

2. Other positions held by outside directors and outside auditors are also stated in (3) 

“Information relating to Outside Directors and Outside Auditors” below. 

 

3. Directors appointed and retired during this period were as follows 

  Appointed: Yukio Masuda and Khalid D. Al-Faddagh 

  Retired:      Haruyuki Niimi, Khalid H. Al-Dabbagh, Tomoyuki Egami and Atsuhiko 

                     Hirano 

  (With effect from 27 March, 2009) 

 

4. Change in position of Director during this period was as follows: 

    Appointment to Chairman and Representative Director: 

Shigeya Kato  (Formerly, Vice Chairman and Representative Director) 

(With effect from 27 March, 2009)                                             

 

5. The Company made 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.    

 

6. The Company had transactions in relation to service provisions with Shell Japan Trading 

K.K.  

 

7. The Company and its affiliates made 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 services.  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. 

 

8. Yoshihiko Miyauchi, Director, retired from Director of Sojitsu K.K. on 23 June 2009.  

The Company had transactions in relation to crude oil acquisitions with Sojitsu K.K., and 

petroleum product sales with Sojitsu Energy K.K., its affiliate, under a dealer agreement. 

 

9. Shell Eastern Petroleum Co. (Singapre) belongs to the Shell Group.  The Shell Group and 

the Company are in alliance in relation to the matters such as the capital participation, 

crude oil supply and technological support, and also has close business relations through 

the use of the trademarks, research and development, sharing of management know-how 

and personnel exchange. 

 

10. Mitsubishi Corporation K.K. is a major business partner, and the Company has important 

business relationship with it.   

 

11. The Company has a basic agreement regarding crude oil supply with Saudi Aramco.  Its 

subsidiary, Aramco Japan Holdings Company B.V., holds shares in the Company.  
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12. Showa Yokkaichi K.K. and Showa Shell Sempaku K.K. are important subsidiaries.  

Seibu Sekiyu is our important affiliate. 

 

13. List of Executive Officers:    

Position Responsibility Name 

Senior Executive 

Officer 

Bitumen & Lubricants, International Sales, 

Laboratories 
Yukimichi Ikemura 

Senior Executive 

Officer 

President/Representative Director of Showa 

Shell Solar K.K., Photovoltaic Center 
Shigeaki Kameda 

Corporate Executive 

Officer 
Photovoltaic Center Atsuhiko Hirano 

Corporate Executive 

Officer 

Supply Planning, Products Trading, Crude 

Oil, Marine  
Kazunori Yamamoto  

Corporate Executive 

Officer 

Corporate Planning, Secretariat, Public 

Relations, Electricity,  
Hiroto Tamai 

Corporate Executive 

Officer 

Sales, Consumer Sales, Marketing 

Planning, Retail Sales, Branches 
Tsuyoshi Kameoka 

Executive Officer Retail Sales Naoto Komatsu 

Executive Officer Accounting and Finance Kiyotaka Yamada 

Executive Officer 
Home Solutions, New Business 

Development Affiliates 
Katsuhiro Nakagawa 

Executive Officer Manufacturing Misao Hamamoto 

Executive Officer 

Health, Safety, Security and Environment 

(HSSE), Research and Development, 

Intellectual Property Strategy, Laboratory 

Tomoaki Ito 

Executive Officer Distribution, Real Estate, Import Terminal Kaoru Shiraki 

Executive Officer Legal Affairs (including Personal Data 

Protection) 
Yuri Inoue 

Executive Officer Manager, Kinki Branch Katsuaki Shindome 

Executive Officer Manager, Shutoken Branch Naomasa Okuda 

Executive Officer Reporting to President in charge of special 

missions, Photovoltaic Center 
Brooks Herring 
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(2) Remuneration paid to Directors and Auditors: 

      The remuneration of the directors and auditors during this period are described below: 

 

Directors Auditors Total 

Classification 
Number 

of 

Directors 

Amount 

Paid  

Number 

of 

Auditors 

Amount 

Paid  

Number of 

Directors 

and Auditors 

Amount 

Paid 

Remuneration Paid 
Based on Resolution 

of General 
Shareholders’ Meeting 

12 
(5) 

454M Yen 
(36) 

4 
(2) 

93M Yen 
(15) 

16 
(7) 

547M Yen 
(51) 

Bonus  
- 

(-) 
- 

(-) 
- 

(-) 
- 

(-) 
- 

(-) 
- 

(-) 

Sub Total 
 454              

(36) 
 

93 

(15) 

 547 

(51) 

Notes: 

1. The ceilings of remuneration to be paid to Directors and Auditors set out by the resolution 

of general meeting of shareholders are as follows: 

   Directors: 780 million Yen per annum 

   Auditors: 120 million Yen per annum 

2. The data above includes remunerations paid to 4 directors retired at the closing of the 97th 

Annual General Meetings of shareholders held on March 27.  The number of Directors and 

Auditors at the end of December is 8 and 4, respectively. 

3. The remuneration excludes employee-portion salaries. 

4. Numbers in parenthesis show the amounts of remuneration paid to outside directors or 

outside auditors. 

 

(3) Information relating to Outside Directors and Outside Auditors 

a) Concurrent Outside Director/Auditor Positions (as of December 31, 2009) 

Classification Name Name of corporations Position 

Outside 

Director 

Yoshihiko 

Miyauchi 
 

Sony K.K. 

KK. ACCESS  

Outside Director  

Outside Director 
 

Outside 

Director 
Tan Chong-Meng 

Fraser & Neave Ltd. 

(Singapore) 
External Director 

Outside 

Director 
Yukio Masuda Tokyo Gas K.K. Outside Auditor 

Outside 

Auditor 
Kenji Yamagishi 

K.K. T&D Holdings 

Daido Life Insurance K.K.  

Outside Auditor 

Outside Auditor 
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Notes: 

1. The Company has a joint venture, K.K. Ogishima Power, which will start commercial 

operation of a natural gas fired large-scale electric power generation plant in 2010, with 

Tokyo Gas K.K. 

2. There is no special relation other than stated in the above note 1. 

3. Executive and other positions held in other parties and relationship to these parties are 

stated in (1) “Name of Directors and Auditors”.  

 

b) Principal Activities 

Name Attendance Remarks at the Board 

Meetings and Auditors’ 

Meetings 

Yoshihiko Miyauchi 

(Outside Director) 

100% of the board meetings  

(8 out of 8 meetings) 

He commented on solar cell 

business, medium-term 

business plan, profitability of 

oil business, oil refining 

business strategy, dividend 

policy and corporate 

governance and other issues.  

Tan Chong-Meng 

(Outside Director) 

75% of the board meetings  

(6 out of 8 meetings) 

He commented on corporate 

governance, expansion 

strategy of solar cell business, 

marketing strategy, major 

investment strategy, pension 

plan, medium-term bushiness 

plan, credit control, future 

prospect of petroleum 

business, strategy relating to 

the restructuring of oil 

industry, internal decision 

making process, information 

sharing and other issues.   

Yukio Masuda 

(Outside Director) 

83% of the board meetings   

(5 out of 6 meetings) 

He commented on corporate 

governance, expansion 

strategy of solar cell business, 

business risk control, 

medium-term business plan, 

strategy relating to the 

restructuring of oil industry, 

safety operation, strategy of 

oil product export and other 

issues. 
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Khalid D. Al-Faddagh 

 (Outside Director) 

83% of the board meetings   

(5 out of 6 meetings) 

He commented on expansion 

strategy of solar cell business, 

strategy relating to the 

restructuring of oil industry, 

divided policy, major 

investment strategy, general 

budget, pension plan and 

other issues. 

Midori Miyazaki  

(Outside Auditor) 

 

88% of the board meetings   

(7out of 8 meetings) 

100% of the Auditor's 

meetings  

(10 out of 10 meetings) 

She actively expressed her 

opinions in the Auditors’ 

Meetings.  She also 

commented in the Board 

Meetings on pension plan, 

investment strategy in solar 

cell business, information 

transmission strategy and 

other issues. 

Kenji Yamagishi 

(Outside Auditor) 

 

75% of the board meetings    

(6out of 8 meetings) 

100% of the Auditor’s 

meetings     

(10 out of 10 meetings) 

He actively expressed his 

opinions in the Auditors’ 

Meetings.  He also 

commented in the Board 

Meetings on investment 

strategy in solar cell business, 

investment risk control, 

internal control system and 

other issues.  

 

c) Summary of Liability Limitation Contract 

Outside directors (Yoshihiko Miyauchi, Tan Chong-Meng, Yukio Masuda and Khalid D. 

Al-Faddagh) and outside auditors (Midori Miyazaki and Kenji Yamagishi) entered into a 

liability limitation agreement with the Company in relation to the limitation of liability 

specified in Clause1, 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.     

 

4. Accounting Auditors 

(1) Names of Accounting Auditor: 

Arata Audit Corporation             

 

(2) Remunerations to be paid to Remuneration Accounting Auditor: 

Amount of Remuneration as Accounting  

Auditors paid by the Company  

119,200 thousands 

Yen 

Total Amount of Remuneration paid by the 

Company and its Subsidiaries  

177,540 thousands 

Yen 
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Notes:   

1. In the audit contract between the Company and Accounting Auditor, there is no 

distinction between the remuneration for the audit based on Corporate Code as 

Accounting Auditors and that for the audit based on the Financial Products Exchange 

Law and it is not practically possible to distinguish them. Therefore, the above amounts 

include both of them. 

2. Total Amount of Remuneration paid by the Company and its subsidiaries includes 

remuneration for advisory activities on the establishment of internal control system and 

audit on consolidated financial statements in English as non-audit activities other than 

those set out in Article 2, item 1 of Certified Public Accountant Law.    

 

(3) Policies of dismissal or denial of reappointment of Accounting Auditors: 

We dismiss accounting auditors when we conclude that the conducts of accounting 

auditors are applicable to any item of Article 340 of Corporate Code.  Furthermore when 

we doubt the competency and trustworthiness of such accounting auditors, both in light 

of Japanese and worldwide accounting standards, we do not reappoint them, and we 

nominate other appropriate audit corporation and submit the proposal to a general 

meeting of shareholders for appointment. 

. 

5. System to ensure directors’ compliance with laws and regulations and articles of 

incorporation, and other systems to ensure proper business conducts (Basic Policy on Internal 

Control System to Ensure Business Appropriateness). 

 

The contents of the policy is as follows: 
 

1. System to ensure that execution of businesses by directors and executive officers comply 

with laws and the Articles of Associations. 

a. To set the Code of Conduct to make directors, executive officers and employees recognize 

distinctly duties of compliance with laws and the responsibilities to the society. 

b. Under the Code of Conduct, to set concrete compliance rules regarding related major laws 

and regulations such as anti-monopoly law, insider trading, export control, environmental 

regulations and others, and to thoroughly work on the compliance with them. 

c. To appoint a director or an executive officer in charge of the Code of Conduct and to set up 

organizations and committee etc. so as to establish cross functional compliance systems 

and control them. 

d. To set Rules of the Board of Directors, Guidelines of Items for Resolution of the Board of 

Directors, Rules of the Executive Officers, Rules of the Executive Committee and 

Authorization Rule etc. in order to conduct businesses in line with laws and the Articles of 

Association. 

e. To regularly request each executive director and executive officer to submit a written 

confirmation regarding an appropriateness of contents of financial reports and a compliance 
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level etc., and President shall assess and report the status of internal control over financial 

report.  

f. The Board of corporate auditor will audit maintenance level of the internal control system 

and regularly exchanges information and opinions with directors. 

g. To inquire the Corporate Governance Committee, an advisory body mainly consisting of 

knowledgeable people outside the company, for evaluation and proposal regarding 

important issues with respect to management and to ensure further improvement in 

transparency and objectivity of management. 

 

2. Information record management system regarding business execution by directors and 

executive officers. 

a. Authorization by a director or an executive officer shall be recorded in a designated form 

and all of such authorization records shall be subject to audit. 

b. Minutes of an important meeting such as the board of directors, the executive committee 

etc., authorization documents and contracts shall be retained over the necessary period 

specified by related laws or internal rules. 

c. Rules with respect to information management are set. Through setting up rules for 

information disclosure, Disclosure Sub-Committee placed under Internal Control 

Promotion Committee determine the appropriateness of information to be disclosed. 

Information disclosure shall be centralized at the Public Affairs Division in timely and 

appropriate manner. These rules are well known to all employees in our group. 

 

3. Rules and systems with respect to loss-related risk management  

a. To specify various potential risks in a business environment of our group and work out 

measures in line with their characteristics and regularly review an effectiveness of the 

measures. 

b. To set basic policy with respect to health, safety, security and environmental preservation 

and set up a specialized department to roll out company-wide education/training activities 

and improve a control system through regular audits.  

c. To lay down a Crisis Management Plan and a Business Continuity Plan and regularly drill 

and review them so as to continue important businesses even if an unforeseen incident such 

as a disaster or an accident etc. occurs. 

 

4. System to ensure efficiency in business execution by directors and executive officers 

a. To make our organization simple without superimposed layers for a quick 

decision-making, and upon delegation by the board of directors, decisions on certain 

important business executions shall be made by a mutual consent in the Executive 

Committee. 
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b. To specify the scope of authorization power of each director or executive officer, and take 

a designated procedure for delegation of authorization power when necessary so as to 

enable a flexible decision-making. 

c. When making a decision on an important matter, the board of directors, the Executive 

Committee and anyone with authorization power will consult with certain committees 

providing advices as requested by inquiries so as to reflect opinions from expert point of 

views of various related departments. 

d. To set upon a middle term business plan, an annual budget plan etc. and regularly review 

their progress and work out measures for an efficient business execution. 

e. To maintain secured Information Technology environment to enable accurate and speedy 

grasp/communication of management information and improve business efficiency. 

 

5. System to ensure that an execution of businesses by employees comply with laws and the 

Articles of Associations 

a. Under the Code of Conduct, to set concrete compliance rules regarding related major laws 

and regulations such as anti-monopoly law, insider trading, export control, environmental 

regulations and others, and to thoroughly work on the compliance with them. 

b. When allocating employee’s duties and fixing related business execution flow, to consider 

not only business efficiency but also mutual checking balances between or within the 

related departments. 

c. Internal Control Promotion Committee and Internal Control Promotion Division are 

established in order to improve the quality of business activities and make effective 

company-wide integration of functions related to internal control in our group 

d. The internal audit department, directly reports to both Chairperson and Vice Chairperson, 

shall regularly check the status of business execution of each department and an 

effectiveness of internal control system; and also report the results and subsequent 

improvements of those to directors and the board of corporate auditors. 

e. To regularly request a responsible person of each department to submit a written 

confirmation regarding an appropriateness of contents of financial reports and a compliance 

level etc.  

f. To establish a whistle blower system and make it well known to cope with a situation an 

employee might raise a question anonymously with respect to performing a social 

responsibility or compliance with laws. 

g. To have no relation at all with individuals and groups who would give threat to the order 

and safety of society, and to be alert to these individuals and groups at any time. To oppose 

organizationally when receiving any false claim from such anti-social power or group. 

General administration division is in charge of the handling of matters relating to the 

anti-social power or group. 
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6. System to ensure an appropriateness of business in our Group 

a. Group Companies share the spirits of SSSKK’s Code of Conduct, Basic Policy on Health, 

Safety, Security and Environmental Preservation and other various important basic policies 

and put them into practice in each company as SSSKK does. 

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 SSSKK 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 SSSKK 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. 
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(Unit�Million Yen)

598,562 721,384

22,235 263,382

287,749 101,580

117,749 Current portion of bonds 15,000

766 Commercial papers 104,000

122,334 Accounts payable-others 186,512

Deferred tax assets 6,757 Income taxes payable 1,326

Others 41,381 Accrued expenses 10,559

Provision for doubtful debts (412) Provision for bonuses 2,265

574,177 Others 36,756

Tangible fixed assets 432,336 193,631

113,318 15,200

11,576 62,292

119,274 3,711

165,051 Provision for retirement benefits 68,926

16,792 Provision for directors'
retirement benefits 612

6,323 Provision for special repairs 15,622

Intangible fixed assets 11,355 Others 27,265

Leasehold right 4,145 915,015

Software 4,951

Others 2,257 233,537

Investments etc. 130,485 Share capital 34,197

42,076 Capital surplus 22,113

6,415 Retained earnings 177,408

Deferred tax assets 67,366 Treasury shares (181)

Others 15,893 1,979

Provision for doubtful debts (1,267) 1,979

22,206

257,723

Note: Fractions of one million yen are rounded off.

Long-term debts

Total Liabilities

Net Assets

Deferred tax liabilities

��Valuation and Translation
Gains/Losses

Difference on valuation of
investment securuties

�. Shareholders' Equity

1,172,739Total Liabilities and Net Assets

Total Net Assets

��Minority Interests

Machinery &  vehicles

��Fixed Assets

Oil tanks

1,172,739

Land

Construction in progress

Others

Total Assets

Investment securities

Long-term loans

Consolidated Balance Sheet
(As of 31 December 2009)

��Current Assets

LiabilitiesAssets

��Current Liabilities

Work in progress

Notes & accounts payable-tradeCash & deposits

Buildings & structures

Short-term debts

Merchandise & finished goods

Notes & accounts receivable 

Raw materials and supplies

��Long-term Liabilities

Bonds

       
                                  26



(Unit : Million Yen)

� 2,022,520

� 1,956,623

Gross Profit 65,896

� 123,038

Operating loss 57,142
�

130
1,977

683
Gain on investments in silent partnership 988
Amortization of negative goodwill 118

1,738 5,636

�

3,390
Equity in net losses of affiliates 681

877 4,949

Ordinary loss 56,455
�

Gain on sales of fixed assets 1,310
Gain on sales of investment securities 108
Subsidy 1,618

487
469 3,994

�

Loss on disposal of fixed assets 3,451
Loss on valuation of investment securities 158
Impairment loss 5,360

21,169
1,078 31,219

Net loss before taxes 83,680

2,600
(29,611) (27,010)

950

Net loss after taxes 57,619

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

Extraordinary profit

Non-operating income

Others

Others

Interest income

Non-operating expenses

Reversal of provision for
estimated loss on assets disposal

Foreign exchange gains

Minority interests

Others

Income taxes-deferred

Extraordinary loss

Income taxes-current

Loss on liquiation of business

Consolidated Profit and Loss Statement

Others

Interest expenses

Dividends income

Net sales 

Selling, general & administrative expenses

(From 1 January to 31 December 2009)

Cost of sales
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	 Unit
Million Yen �

Valuation &
translation

gains/losses

Opening balance 31/12/'08 34,197 22,113 248,589 (178) 304,721 2,092 21,637 328,451

        

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

Net loss after tax   (57,619) (57,619) (57,619)

Acquisition of treasury shares    (3) (3) (3)

Reissuance of treasury shares  (0)  0 0   0

Changes in items other than
shareholders' equity
(Net amount)

     (113) 568 455

- (0) (71,180) (2) (71,183) (113) 568 (70,727)

Closing balance 31/12/'09 34,197 22,113 177,408 (181) 233,537 1,979 22,206 257,723

Note: Fractions of one million yen are rounded off.

Total net
assets

Share
Capital

Shareholders' equity

Consolidated Statement of Changes in Net Assets
	From 1 January to 31 December 2009 �

Total changes in the period

Capital
surplus

Retained
earnings

Minority
interests

Changes in the period

Difference on
valuation of
investment
securities

Treasury
shares

Total
shareholders'

equity
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Note

1. Note to basic items for making the consolidated financial statements
(1) Scope of consolidation 

�Consolidated subsidiaries (38 companies) 
Showa Yokkaichi Sekiyu Tokyo Shell Pack 
Toa Oil Petro Star Kanto 
Showa Shell Sempaku Sun Road 
Enessance Holdings Shinyo Sekiyu 
Nippon Grease Marushin 
Shoseki Kako Nagase Oil 
Heiwa Kisen Jonen 
Shoseki Overseas Oil Development Nissho Koyu 
Rising Sun Central Energy 
Shoseki Engineering & Construction Wakamatsu Gas 
Petro Star Kansai Genex 
Chuo Shell Sekiyu Hanbai On-Site Power 
Kanto Koyu Energy Showa Shell Solar  
Nakagawa Oil Other 11 companies (*) 

(*) The number of consolidated subsidiaries has decreased because Shoseki Home Gas and Sumisho 
LPG Chuo were merged with Shoseki Gas.  Shoseki Gas has changed its name to Enessance Kanto.

�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 
�Equity associates (12companies) 

Seibu Oil Japan Oil Network 
Diashoseki Mieseki Shoji
Shell Sekiyu Osaka Hatsubaisho Jyoyo Shell Sekiyu Hanbai 
Central Sekiyu Gas Marubeni Energy 
Niigata Joint Oil Stockpiling Toyotsu Petotex 
Shell Tokuhatsu TS Aromatics  

�Other main affiliates such as Kyoudo Gas 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 
Kanto Koyu Energy and  Nagase Oil has changed their account closing dates to 30 September. 
Regarding Kanto Koyu Energy, it is consolidated 9 months financial statements from 1 January 2009 to 30 
September 2009 in current financial year due to the change of account closing date. Account closing dates of 
the consolidated subsidiaries are as follows. 
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. 

30th  September 10 companies
31st  October 1 company
31st  December 27 companies
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(4) Important accounting standards 
�Valuation method for main assets 
�a�Securities 

Other securities 
Securities with market value ����� 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 
method 

�b�Derivatives ����� Stated at market value 
�c�Inventories 

Merchandise & finished goods, 
work in progress, raw materials & 
supplies

����� Stated at historical cost, mainly based on the 
weighted average method 
(Values on the balance sheet are subject to the book 
value reduction method based on decreased 
profitability.) 

�Depreciation 
�a�Tangible fixed assets 

(excluding lease 
assets)

����� 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. 

�b�Intangible fixed assets 
(excluding lease 
assets)

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

�c�Lease assets ����� Finance lease transaction for which ownership of the leased assets is 
not considered to transfer to leasees (hereinafter “ownership non-
transfer finance lease”) 

With regard to the depreciation method of leased assets, the 
straight-line method is applied where the lease period is taken as 
useful economic life and the residual value is zero. 
Ownership non-transfer finance lease transactions, where the start-
up dates are prior to the beginning of the current financial year 
(prior to 31 December 2008), continue to be accounted by the 
accounting method in conformity with the method of operating 
lease transactions.

�Basis of provisions 
�a�Doubtful debts ����� 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. 

�b�Employees’ bonus ����� Accrued employees’ bonus for the current financial year is provided 
based on the estimated bonuses to be paid in the following year. 

�c�Directors’ bonus ����� Accrued directors’ bonus for the current financial year is provided 
based on the estimated bonuses to be paid in the following year. 

�d�Retirement benefits ����� 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 10-14 years, which is the average remaining service years 
of employees. 
The past service liabilities are amortized evenly within 10-14 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. 
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�e�Directors’ retirement 
benefits 

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

�f�Special repairs ����� 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. 

	Hedge accounting 
Hedge accounting is not adopted. 


Accounting for consumption tax 
The net of tax method is adopted with regard to consumption tax. 

�Amortization 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. 

[Change in basis of presenting consolidated financial statements] 
�Application of accounting standards for measurement of inventories 

Inventories held for normal sales purposes had been accounted by the cost method, specifically and 
primarily in the form of the weighted average method; however, Accounting Standard for Measurement of 
Inventories (ASBJ Statement, No. 9, 5 July 2006) has been applied starting with the current financial year, 
and calculations are now based on the cost method, specifically and primarily in the form of the weighted 
average method. (Values on the balance sheet are subject to the book value reduction method based on 
decreased profitability.)  
As a result of the change, operating loss, ordinary loss, and the net loss before taxes increased by 1,728 
million yen respectively. 

�Application of accounting standards for lease transactions 
Finance lease transaction for which ownership of the leased assets is not considered to transfer to leasees 
(hereinafter “ownership non-transfer finance lease”), had been accounted by the accounting method in 
conformity with the method related to operating lease transactions. However as the Accounting Standards 
for Lease Transactions (ASBJ Statement No. 13 (17 June 1993 (First Committee of the Business Accounting 
Council), revised on 30 March 2007)) and the Implementation Guidance of Accounting Standards for Lease 
Transactions (Implementation Guidance of ASBJ Statement, No. 16 (18 January 1994 (Accounting System 
Committee of the Japanese Institute of Certified Public Accountants), revised on 30 March 2007)) can be 
applied to the financial statements of the current financial year commencing on and after 1 April 2008, it has 
applied from this year and treated those lease transactions as normal sales and purchase transactions. In 
addition, with regard to the depreciation method of these leased assets, the straight-line method is applied 
where the lease period is taken as useful economic life and the residual value is zero.  
Ownership non-transfer finance lease transactions, where the start-up dates are prior to the beginning of the 
current financial year (prior to 31 December 2008), continue to be accounted by the accounting method in 
conformity with the method of operating lease transactions.  
Such changes as above shall not affect operating loss, ordinary loss, or the net loss before taxes. 

�Application of accounting standard amendment for retirement benefits 
As the Amendment of the Accounting Standards for Retirement Benefit (part 3) (ASBJ Statement No. 19 
(31 July 2008) ) can be applied to the financial statements of the current financial year commencing on and 
after 1 April 2008, it has applied from this year.  
There is no impact to the current financial statements because the same discount ratio for calculation of PBO 
is applied.  

	Change presentation on consolidated balance sheet 
“Inventories” presented in the prior years’ balance sheets has presented as “Merchandise & finished goods”, 
“Work in progress” and “Raw materials & supplies” in the current financial year.
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[Additional information] 
The group has reviewed the useful economic life of machinery and equipment, such as part of the oil 
refining facilities, by taking into account the utilisation status of the relevant facilities on the basis of the 
revision of the Corporation Tax Law. Starting with the current year, the useful economic life of these assets 
has been changed to those based on the Corporation Tax Law.  
As a result of the change, operating loss, ordinary loss, and the net loss before taxes have increased by 1,168 
million yen. 

2. Note to the consolidated balance sheet
(1) Mortgaged assets 

�Mortgaged assets 
Cash and bank deposits 4,027 Million Yen
Notes receivable & accounts receivable – trade 1,133 Million Yen
Inventories 82 Million Yen
Buildings & structures 21,511 Million Yen
Oil tanks 5,216 Million Yen
Machinery & vehicles 84,373 Million Yen
Land 42,877 Million Yen
Others 1 Million Yen

Total 159,223Million 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 9,202 Million Yen
Short-term debts 3,057 Million Yen
Accounts payable 58,003 Million Yen

Total 70,264 Million Yen

(2) Accumulated depreciation of tangible fixed assets 
717,696 Million Yen

(Accumulated impairment loss due to the introduction of impairment accounting is included in this figure.) 

(3) Guarantees 
Guarantee for bank loan, etc. 2,556 Million Yen
Guarantee for employees (property loans) 935 Million Yen

Total 3,492 Million Yen

3. Note to the consolidated profit and loss statement
   Loss on liquidation of business

Main factors of the loss are impairment loss of fixed assets of Ohgimachi factory (10,907million yen) and 
provisions for disposal cost and others (10,261million yen).  
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4. Note to the consolidated statement of changes in shareholders’ equity
(1) Issued shares 

Common shares 376,850,400 shares

(2) Dividends 
�Dividends paid 

The following are 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

The following are determined at the board of directors on 6 August 2009. 
Total amount of dividends 6,780 Million Yen
Resource of dividend Profit Surplus
Dividend per share 18 Yen
Record date 30 Jun. 2009
Payment date 9 Sep. 2009

�Dividends planned to be paid after this financial year. 
The following will be determined at the annual shareholders’ meeting on 30 March 2010. 

Total amount of dividends 6,780 Million Yen
Resource of dividend Profit Surplus
Dividend per share 18 Yen
Record date 31 Dec. 2009
Payment date 31 Mar. 2010

5. Note to the per share information

Net assets per share 625.33 Yen

Net loss per share 152.99 Yen
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Independent Auditors' Report 
(English Translation*) 

February 22, 2010 

 
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 consolidated notes to the financial 

statements of Showa Shell Sekiyu K.K. (hereinafter referred to as the "Company") for the 98th 
fiscal year from January 1, 2009 to December 31, 2009.  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 
The Company applied the accounting standard for measurement of inventories from this Business period, as is 
stated in “Changes in basis of presenting consolidated financial statements”. 

 
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. 
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�   (Unit : Million Yen)

�. Current Assets 642,139 �. Current Liabilities 699,517
  Cash & deposits 9,021   Accounts payable-trade 251,926
  Notes receivable 110   Short-term debts 93,714
  Accounts receivables 280,948   Current portion of bonds 15,000
  Merchandise & finished goods 107,877   Commercial papers 104,000
  Raw materials & supplies 113,223   Lease obligation 92
  Prepaid expenses 1,106   Accounts payable-others 176,243
  Short-term loans 104,925   Income taxes payable 107
  Deferred tax assets 4,741   Accrued expenses 9,609
  Others 21,511   Advances received 14,409
  Provision for doubtful debts (1,326)   Deposit from dealers & others 31,891

  Provision for bonuses 882
�. Fixed Assets 414,808    Others 1,641
Tangible fixed assets 211,638 �. Long-term Liabilities 145,618
   Buildings 50,972    Bonds 15,000
   Structures 22,494   Long-term debts 48,000
   Oil tanks 5,085   Long-term lease obligations 462
   Machinery & equipment 16,963    Provision for retirement benefits 57,683
   Vehicles & conveyances 15    Provision for special repairs 2,938
   Tools, furniture & fixtures 2,549    Derivatives liabilities 677
   Land 111,337    Others 20,856
   Lease assets 22 Total Liabilities  845,136
   Construction in progress 2,197
Intangible fixed assets 8,032 �. Shareholders' Equity 210,103
   Leasehold right 3,812 Share capital 34,197
   Software 4,124 Capital surplus 22,074
   Others 95   Capital reserve 22,045
Investments etc. 195,137   Other capital surplus 28
   Investment securities 10,723 Retained earnings 153,964
   Securities of subsidiaries & affiliates 83,920   Profit reserve 6,749
   Capital contribution 1,721   Other retained earnings 147,214
   Long-term loans 25,465        Reserve for advanced depreciation 
   Long-term prepaid expenses 1,056           of fixed assets
   Deferred tax assets 62,210        General reserve 5,550
   Derivatives assets 677        Profit surplus carried forward 128,458
   Others 9,901 Treasury shares (132)
   Provision for doubtful debts (539) �. Valuation and translation 1,708

gains/losses
Difference on valuation of 1,708
 investment securuties
Total Net Assets 211,812

Total Assets 1,056,948 Total Liabilities and Net Assets 1,056,948
Note: Fractions of one million yen are rounded off.

13,206

          Net Assets

 Nonconsolidated Balance Sheet
( As of 31 December 2009 ) 

          Assets          Liabilities
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(Unit : Million Yen)

� Net sales 1,897,254

� Cost of  sales 1,870,560

�Gross profit 26,694

� Selling, general & administrative expenses 86,092

       Operating loss 59,397

� Non-operating income
       Interest income 1,259
       Dividends income 2,307
       Foreign exchange gains 745
       Gain on investments in silent partnership 988
       Others 935 6,236

� Non-operating expenses
       Interest expenses 3,079
       Others 614 3,694

       Ordinary loss 56,856

� Extraordinary profit
       Gain on sales of fixed assets 1,214
       Gain on sales of investment securities 103
       Subsiday 904
       Others 65 2,288

� Extraordinary loss
       Loss on disposal of �ixed assets 2,195
       Loss on valuation of securities of subsidiaries and affiliates 182
       Loss on liquidation of business 21,892
       Impairment loss 5,100
       Legal settlement 237
       Others 261 29,869

���Net loss before taxes 84,437

��� Income taxes-current 127
��� Income taxes - deferred (29,189) (29,062)

���Net loss after taxes 55,374

�Note�Fractions less than one million yen are rounded off.

Nonconsolidated Profit and Loss Statement
(From 1 January to 31 December  2009)
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� Unit�Million Yen �

Valuation &
translation

gains/losses

Reserve for
advanced

depreciation
of fixed
assets

General
reserve

Profit
surplus
carried
forward

34,197 22,045 28 22,074 6,749 13,227 5,550 197,373 222,900 (129) 279,042 1,610 280,652

             

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

Net loss after tax        (55,374) (55,374) (55,374) (55,374)

Acquisition of
treasury shares          (3) (3) (3)

Reissuance of
treasury shares (0) (0)      0 0  0

Additions to other
profit surplus      0  (0) -  -  - 

Changes in items
other than
shareholders' equity
(Net amount)

           98 98

- - (0) (0) - (21) - (68,914) (68,935) (2) (68,938) 98 (68,840)

34,197 22,045 28 22,074 6,749 13,206 5,550 128,458 153,964 (132) 210,103 1,708 211,812

Note: Fractions of one million yen are rounded off.

Opening balance
 31/12/'08

Closing balance
 31/12/'09

Changes in the period

Total changes in the
period

Subtractions from
other profit surplus

Nonconsolidated Statement of Changes in Net Assets
(From 1 January to 31 December 2009)

Total net
assets

Shareholders' equity

Total
retained
earnings

Difference
on valuation

of
investment
securities

Treasury
shares

Total
share-

holders'
equity

Capital
reserve

Other retained earnings

Profit
reserve

Total
capital
surplus

Other
capital
surplus

Share
Capital

Capital surplus Retained earnings

(22)  22 -  --
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Note

1. Note to the basic items for making the non-consolidated financial statements
	1
Significant accounting policies 

�Valuation method of assets
	a
Securities of subsidiaries and affiliate ����� 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 ����� Stated at mark to market 
�Inventories

Merchandise & finished goods, work in 
progress, raw materials & supplies

����� Stated at historical cost, mainly based on the 
weighted average method 
(Values on the balance sheet are subject to the 
book value reduction method based on decreased 
profitability.) 

	2
Depreciation methods for fixed assets 
�Tangible fixed assets

(excluding lease 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. 


Intangible fixed assets
(excluding lease assets) 

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

�Lease assets ����� Finance lease transaction for which ownership of the leased assets is 
not considered to transfer to leasees (hereinafter “ownership non-
transfer finance lease”) 

With regard to the depreciation method of leased assets, the 
straight-line method is applied where the lease period is taken as 
useful economic life and the residual value is zero. 
Ownership non-transfer finance lease transactions, where the start-
up dates are prior to the beginning of the current financial year 
(prior to 31 December 2008), continue to be accounted by the 
accounting method in conformity with the method of operating 
lease transactions.

	3
Basis of provisions 
�Doubtful debts ����� 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 ����� 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. 

�Retirement 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. 

�Special repairs ����� 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. 
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	4
Hedge accounting 
            Hedge accounting is not adopted. 

	5
Accounting for consumption tax 
The net of the tax method is adopted with regard to consumption tax. 

[Change in basis of presenting consolidated financial statements] 
�Application of accounting standards for measurement of inventories 

Inventories held for normal sales purposes had been accounted by the cost method, specifically and 
primarily in the form of the weighted average method; however, Accounting Standard for Measurement of 
Inventories (ASBJ Statement No. 9, 5 July 2006) has been applied starting with the current financial year, 
and calculations are now based on the cost method, specifically and primarily in the form of the weighted 
average method. (Values on the balance sheet are subject to the book value reduction method based on 
decreased profitability.)  
As a result of the change, operating loss, ordinary loss, and the net loss before taxes increased by 1,676 
million yen respectively. 


 Application of accounting standards for lease transactions 
Finance lease transaction for which ownership of the leased assets is not considered to transfer to leasees 
(hereinafter “ownership non-transfer finance lease”), had been accounted by the accounting method in 
conformity with the method related to operating lease transactions. However as the Accounting Standards 
for Lease Transactions (ASBJ Statement No. 13 (17 June 1993 (First Committee of the Business Accounting 
Council), revised on 30 March 2007)) and the Implementation Guidance on Accounting Standards for Lease 
Transactions (Implementation Guidance on ASBJ Statement, No. 16 (18 January 1994 (Accounting System 
Committee of the Japanese Institute of Certified Public Accountants), revised on 30 March 2007)) can be 
applied to the financial statements of the current financial year commencing on and after 1 April 2008, it has 
applied from this year and treated those lease transactions as normal sales and purchase transactions. In 
addition, with regard to the depreciation method of these leased assets, the straight-line method is applied 
where the lease period is taken as useful economic life and the residual value is zero.  
Ownership non-transfer finance lease transactions, where the start-up dates are prior to the beginning of the 
current financial year (prior to 31 December 2008), continue to be accounted by the accounting method in 
conformity with the method of operating lease transactions.  
Such changes as above shall not affect operating loss, ordinary loss, or the net loss before taxes. 

�Application of accounting standard amendment for retirement benefits 
As the Amendment of the Accounting Standards for Retirement Benefit (part 3) (ASBJ Statement No. 19 
(31 July 2008) ) can be applied to the financial statements of the current financial year commencing on and 
after 1 April 2008, it has applied from this year.  
There is no impact to the current financial statements because the same discount ratio for calculation of PBO 
is applied.  

�Change in presentation on consolidated balance sheet 
“Work in progress” and “Products afloat” presented in the prior years’ balance sheets, were summarized in  
“Merchandise & finished goods” in the current financial year. “Containers”, “Crude and Materials”, “Crude 
and Materials afloat” and “Stores” presented in the prior years’ balance sheet, were summarized in  “Raw 
materials & supplies” in the current financial year. 

[Additional information] 
The group has reviewed the useful economic life of machinery and equipment, such as part of the oil 
refining facilities, by taking into account the utilization status of the relevant facilities on the basis of the 
revision of the Corporation Tax Law. Starting with the current financial year, the useful economic life of 
these assets has been changed to those based on the Corporation Tax Law.  
As a result of the change, operating loss, ordinary loss, and the net loss before taxes have increased by 59 
million yen. 
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2. Note to balance sheet

	1
Collateral assets 
� Collateral assets

Land 7,017 Million Yen

 Secured debts

Accounts payable 9,751 Million Yen
� A part of the land 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 
263,688 Million Yen

(Accumulated depreciation includes accumulated impairment losses due to the application of impairment 
accounting.)

	3
Guarantees 
Guarantee for bank loan, etc. 5,268 Million Yen
Guarantee for employees’ loans 844 Million Yen

Total 6,112 Million Yen

	4
Credits and debts against affiliated companies 
Short term credits 182,315 Million Yen
Long term credits 25,007 Million Yen
Short term debts 174,825 Million Yen
Long term debts 846 Million Yen 

3. Note to profit and loss statement

	1
Transactions with affiliated companies 
                  Operating transactions 

Sales 496,292 Million Yen
Purchases 288,274 Million Yen

                  Other non-operating Transactions 5,075 Million Yen

	2
Loss on liquidation of business
 Main factors of the loss are impairment loss of fixed assets of Ohgimachi factory (10,894million yen) and 
provisions for disposal cost and others (10,998million yen).  

4. Note to statement of changes in shareholders’ equity

The number of treasury shares at the end of the year 155,081 Shares
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5. Note to the deferred tax accounting
Main items of deferred tax assets and liabilities 
	Differed tax assets


Provision for retirement benefits exceeding the 
limit of tax deductible amount 26,785 Million Yen 

Impairment loss of fixed assets 15,646 Million Yen 
Loss on liquidation of business 9,210 Million Yen
Tax non-deductible valuation loss on securities 1,526 Million Yen 
Provision for doubtful debts exceeding the limit 
of tax deductible amount 616 Million Yen

Loss carried forward 45,486 Million Yen
Others 5,653 Million Yen

Sub-Total (Deferred tax assets) 104,926 Million Yen
Valuation allowance (27,747) Million Yen

Total (Deferred tax assets) 77,178 Million Yen

	Deferred tax liabilities

Reserves for advanced depreciation of fixed assets (9,064) Million Yen
Differences on valuation of investment securities (1,162) Million Yen

Total (Deferred tax liabilities) (10,226) Million Yen 

Net deferred tax assets 66,952 Million Yen

6. Note to the lease transactions
Parts of machinery and equipment are utilized under the contracts of “ownership non-transfer finance lease”, in addition to 
the fixed assets on the balance sheet. 

Acquisition cost 566 Million Yen
Accumulated depreciation 374 Million Yen
Remaining lease rental at the end of the year 191 Million Yen

Lease rental paid (equivalent to depreciation charges) 86 Million Yen
� The above amount does not include sublease.

7. Note to the information per one share 

Net assets per share 562.29 Yen

Net loss per share 147.00 Yen

       
                                  41



 

Independent Auditors' Report 

(English Translation*) 

February 22, 2010 

 
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)ⅰof 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 98th fiscal year from January 1, 
2009 to December 31, 2009. 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 
The Company applied the accounting standard for measurement of inventories from this Business period, as is 
stated in “Changes in important accounting policies”. 

 

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. 
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Audit Report 

 

(Translation) 

 

Based on the Audit Report received from each Auditor regarding business activities by 

the directors during the 98th Business Period (from 1st January to 31st December, 2009), 

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 approved 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 131, 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, individual chart of 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). 
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2. The Results of the Audits 

 

As a result of our audit, we are of the opinion that: 

 

(1) Audit results of Business Report: 

a. Business Report and its 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 system.   

 

(2)   Audit results of Financial Statements and its Supplementary Schedule:   

      The procedures and results of the audit by Arata Audit Corporation, the Accounting 

Auditors of the Company, are appropriate.  

 

(3) Audit results of Consolidated Financial Statements: 

      The procedures and results of the audit by Arata Audit Corporation, the Accounting 

Auditors of the Company, are appropriate. 

 

 

 

 

February 23, 2010 

 

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 Item 16 of Article 2 and Clause 3 of Article 335 of Corporate Law. 
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Reference Material for the General Meeting of Shareholders 

 

Proposals and References 

 

Item 1: To approve the Proposed Appropriation of Profit for the 98th 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 98th period, emphasis is on stable dividend, 

and the dividend for the end of the Period is proposed as follows: 

 

For your information, the total dividend for the period, when this proposal is approved, 

is 36 yen per share (the same amount as the previous period) with an 18 yen per share 

interim dividend paid in September 2009. 

 

(1) Asset distributed as Dividend: 

Cash 

(2) Distribution of Dividend and Total amount distributed: 

18 yen per share  Total amount: ¥6,780,515,742 

(3) Effective Date for the Dividend: 

31st March, 2010 

       
                                  45



 

  

 

Item 2: To appoint Two Auditors of the Company. 

 

As the term of office for Mr. Kanji Yamamoto and Ms. Midori Miyazaki, Auditors, will 

expire at the closing time of the 98th Annual General Meeting of shareholders, the 

appointment of 2 Auditors are hereby proposed. 

The Auditors’ Meeting supports this proposal. 

The particulars of the candidates for Auditors are as follows (New auditor candidate is 

marked with ※ in front of the name): 

Name 

(Date of Birth) 

Personal History and Important Concurrent 

Positions held in other organizations 

The number of 

shares of the 

Company held 

April 1982 Newscaster in NHK (Japan 

Broadcasting Corporation) 

April 1990 Instructor, Department of Social 

Engineering, Tokyo Institute of 

Technology 

April 2000 Assistant Professor, Department 

of Politics and Information, 

Chiba University of Commerce 

Midori 

Miyazaki 

(15 January 

1958) 

March 2006 

 

April 2006 

 

 

 

April 2010 

Auditor, Showa Shell Sekiyu 

K.K. (to present) 

Professor, Department of Politics 

and Information, Chiba 

University of Commerce (to 

present) 

Dean, Department of Politics 

and Information, Chiba 

University of Commerce (to be) 

 

900 share 

April 1972 joined Shell Kosan K.K. 

April 1998 

 

April 2003 

Leader, Change Promotion 

Center 

Corporate Officer and Leader, 

Change Promotion Center  

March 2005 Executive Officer 

※ 

Tadamitsu 

Fukuchi 

(14 August 

1948) 

 

March 2006 

 

March 2009 

Senior Managing Director, 

Showa Yokkaichi Sekiyu K.K. 

President and Representative 

Director, Wakamatsu Gas K.K. 

(to Present) 

 

13,150 share 
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Notes: 

1. Ms. Midori Miyazaki is a candidate for an outside auditor. 

2. Ms. Midori Miyazaki is nominated, because she has accumulated knowledge 

and expertise as a professor in Chiba University of Commerce as well as broad 

experience in various fields.  She will audit the conduct of business from the 

perspective of outside industry, as we expect.  Although she has no experience 

in the management of corporations except being appointed as outside director or 

outside auditor, we regard her as an excellent candidate for an outside auditor for 

the reason stated above and from her past contribution to the Company as 

Auditor.   

3. Ms. Midori Miyazaki has been an outside auditor of the Company for 4 years at 

the closing time of this Annual General Meeting of shareholders. 

4. Ms. Midori Miyazaki entered in an agreement to limit her liability of Paragraph 

1 of Article 423 of the Corporate Law with the Company.  Her minimum 

liability under the agreement will be whichever higher of 10 million yen or the 

minimum liability amount set out by the law. 
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