Corporate Governance and

Compliance

Corporate governance is the cornerstone of DENSO
to grow continuously, while practicing CSR. The
Company recognizes that compliance (adherence to
laws and ethics) is the foundation of corporate
governance, and therefore DENSO is striving to
enhance and strengthen it.

I Corporate governance

(1) Basic policy

Global marketplace is changing rapidly and, in this
circumstance, DENSO must keep and increase the
long-term business performance. In order to achieve
this, the Company is making efforts to establish a
corporate governance, recognizing its importance to
strengthen group competitiveness.

(2) Promotion structure

DENSO has adopted the corporate auditor system and,
in addition to the statutory bodies such as General
Meeting of Shareholders, Board of Directors, Board of
Corporate Auditors, and Accounting Auditors, the
Company has furnished various internal control
procedures. At the same time, through ongoing
provision of the information about business conditions to
its shareholders and investors, the Company practices
sound, efficient, and transparent management.

To expedite the decision-making process and operation,
DENSO has appointed directors (13 in total) that are
responsible for each business division to connect
management and locale. In addition, the Company has
appointed managing officers (27 in total) dedicated to
business execution in each responsible department.
Furthermore, DENSO has set the term of office for its
directors to one year in order to build a nimble
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management structure capable of responding to a
changing management environment and to clarify
management responsibilities during each fiscal year.

(3) Management oversight functions

Two standing auditors and three external auditors are
responsible for monitoring the execution of duties by
directors, as well as the business operations and financial
conditions of its subsidiaries worldwide. The external
auditors comprise the executive from another company,
academics, and lawyers. They attend Board of Directors
and Board of Corporate Auditors, offering advice and
exchanging opinions from a broad perspective. In
addition to the auditors, dedicated internal audit
departments have been established in its major group
companies around the world.

(4) Furnishing internal controls

Corporate internal control systems have been
strengthened following the new “Companies Act”
enforced in May 2006 in Japan. Also, in order to ensure
the credibility of financial reporting for fiscal 2008, the
Company is obliged to file an Internal Control Report
pursuant to the Financial Instruments and Exchange Law
in Japan. To respond to these trends, DENSO is reviewing
and reexamining its operational process and document
control structure to strengthen the internal control.

| Compliance

(1) Basic policy

The “Code of Conduct for DENSO Group Associates,”
revised in April 2006, stipulates the compliance with
legislation and the respect for culture and custom of
the countries or localities in which the Company does
business. Also, it stipulates the behavior of every
associate subject to the highest ethical standards. The
Code is shared with all group companies in Japan,
while its spirit and principle are shared with the group
companies overseas.

(2) Promotion structure

As a part of the internal control system, in 1997 DENSO
established a “Business Ethics and Compliance
Committee” (Secretariat: Legal Department) chaired by a
director of DENSO in the highest tier. From 2003, an
internal whistle-blowing system called the “Business
Ethics Hotline,” which is dealt with by external lawyers
and Legal Dept., has been available. As of May 2006, the
Company has expanded the coverage of the system to
include the 300 first-tier suppliers and the Company
operates it pursuant to the Whistle-blower Protection Act



in Japan.

In North America, DENSO has established in 1999 the
“North American Compliance Committee” and then the
Compliance Officer has been responsible for penetrating
the respective guides and operating a local hotline.
Besides, in fiscal 2006, the Company started anew the
Compliance Audit.

In Europe, the “EU Version of Code of Conduct for

DENSO Group Associates” was formulated in fiscal 2006.

From now on, DENSO will spread it out sequentially
throughout the business sites in the EU, reflecting on the
cultures and the legislation of respective countries. Also,
the Company is discussing the introduction of a hotline
subject to the guidelines unique to Europe.

In China, the Company began discussions regarding the
introduction of a compliance program in fiscal 2008.

In addition, once every year, the Company holds the
“Global Legal Conference” for leaders of legal affairs at
headquarters in Japan and at the regional headquarters
in the U.S.A., Europe, and China, allowing them to
share relevant information and issues.

(3) Education and awareness-raising

To diffuse and embed the awareness of compliance, since
2002 DENSO has implemented seminars by
organizational class. In May 2006, the Company installed
Compliance Leaders (who are also CSR Leaders) at
DENSO Japan and at each group company in Japan to
conduct education and awareness-raising by workplace.
In addition, Legal Dept. at DENSO Japan has strived to
raise awareness of associates by publishing the
“Business Ethics Newsletter” (eight times yearly), by
enhancing the content of the Internet website for business
ethics, and by conducting visiting legal educations. In
October 2006, “Business Ethics Forum” (see page 42)
was held for chief executives and Compliance Leaders at
group companies in japan.

Business Ethics Newsletter

Guest speech at “Business Ethics Forum”

(4) Check in activities of compliance

Since 2003, every October has been set for “The Month
of Corporate Ethics in DENSO Group,” during which a
company-wide standardized self-check has been

conducted. Also, since fiscal 2004, the “Survey of
Business Ethics” has been implemented with the aim of
comprehending the diffusional degree of respective
measures and the potential risks. The results have been
reported to the Business Ethics and Compliance
Committee. In fiscal 2006, the scope of the survey was
expanded to include temporary associates. The results
of the roughly 4,000 surveys returned confirm that there
is a gap in awareness of compliance between superiors
and subordinates, and that there is a misunderstanding
on the internal whistle-blowing system. Based on these
feedbacks, in fiscal 2007 DENSO will promote focused
activities to raise awareness at the managerial level and
to correct the understanding of internal whistle-blowing
system.

*Results of activities in fiscal 2006

Consultative reports to internal whistle-blowing system  -----+ 141 reports
Education by organizational class ««««««««««tteeeeeeeeeeiieiiiie 2,674 participants
Legal education for group companies in Japan «+++ssseeeeeeees 31 companies

Business Ethics Forum participants -+« 400 (DENSO Japan and group
companies in Japan)
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While someone says “we are capable of

working without education,” many do not
understand the potential impact of

wrongdoing. We pay attention to the topics,
materials, and the way of talking to instill the I
contents of lecture into the participants, — Via
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