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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION — SANTA ANA

Gary Guthrie, Stephanie Crain, Chad Hinton,
Julio Zelaya, Anna Gilinets, Marcy Knysz, And
Lester Woo, On Behalf Of Themselves And All
Others Similarly Situated,

Plaintiffs,
VS.

Mazda Motor of America, Inc.,

Defendant.

Case No.: 8:22-cv-01055-DOC-DFM
Assigned to: Hon. David O. Carter

NOTICE OF OBJECTION TO
PROPOSED CLASS ACTION
SETTLEMENT (DOC. NO. 91) AND
REQUEST FOR HEARING PRIOR TO
FINAL APPROVAL

TO THE COURT, ALL PARTIES, AND THEIR ATTORNEYS OF RECORD:

PLEASE TAKE NOTICE that, FRANCIS J. FARINA (“Farina”) — Class Member to this action

as well as Plaintiff and putative class representative in Farina v. Mazda Motor of America, et al.,

C.A. No.: 3:23-cv-00050-MOC-SC (W.D. N.
1.

C.) (“Farina Action”), by and through his
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undersigned counsel, OBJECTS to the preliminarily approved settlement in this Guthrie v.
Mazda Motor of America, Inc., Case No 22-cv-1055-DOC-DFM (“Guthrie”) action (Doc. No’s
91, 101, and 102), and requests an immediate Hearing on this Objection. In support thereof,

Farina avers as follows:

I. SUMMARY OF OBJECTION

The Settlement Agreement filed in Guthrie sets forth the following settlement

consideration:
a. Repair Program Benefit.
b. Warranty Extension Benefit.
c. Reimbursement for Out-of-Pocket Costs for Excessive Oil Consumption.

See Settlement Agreement, pp. 9-14. However, there is neither proposed relief for the damage
to class members’ emissions systems nor is there any relief for the Clean Air Act (“CAA”) claim.
Nonetheless, without any Notice of Farina or the claims therein, the Settlement Agreement has
absent class members releasing these claims.

At the March 11, 2024, Preliminary Approval Hearing Guthrie’s counsel explained why
to the Court. Claiming that he “investigated” Farina’s claims and found them to be meritless, he
told the Court that he agreed to the Release thereof because “Mazda isn’t going to pay any more
money and a bird in the hand is worth two in the bush.”

Meanwhile, clearly unbeknownst to Guthrie’s counsel, and as the Declaration of Francis
J. Farina In Support of Motion to Intervene (“Farina Dec.”) outlines, in addition to setting aside
reserves for warranty claims due to the defective valve stems, Mazda has set aside $102,925,000
for the “estimated costs of complying with environmental regulations:”

In addition to the Reserve for Warranty Expenses, Note 2 in the 2023 MAF'S, Summary

of Significant Accounting Policies states that a Provision Related to Environmental
Regulations “provides for estimated costs of complying with environmental regulations

2.
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at the end of the fiscal year.” There is no discussion of this provision in Note 3,
Significant Accounting Estimates footnote, nor did KPMG mention it as a Key Audit Risk.
However, the Provision related to environmental regulations amount of this Reserve
set forth in the Selling, General and Administrative Expenses footnote is $102,925,000.
(2023 MAFS at 59.)

See the Sponsoring Declaration of Joseph A. O’Keefe, Esq. (“O’Keefe Dec.”) Exhibit 25 —
Amended Farina Dec. (“Farina Dec.”), Exhibit C at Para. 20 (emphasis added.)

This reserve is clearly intended only for the CAA fines, and not to benefit any class
members whose emissions systems have been processing up to three (3) to four (4) times the
carbon that they were strictly engineered to handle. Id. There is no accompanying disclosure or
discussion of the reason for this reserve. This is clearly a material item to Mazda and there is no
disclosure. In fact, the proposed Guthrie settlement is completely silent as to the environmental
issues the defect caused and as to any remedying of overtaxed emissions components like the
Catalytic Convertor in class vehicles, see O’Keefe Dec., Exhibits 1, 13.

Moreover, the subject reserve — which was made after the filing of the Farina Action
Amended Complaint, and 30 days after the North Carolina Court stayed the Farina Action -
is most plainly related to the CAA claim set forth in the Farina action. Indeed, the Settlement
Agreement foreshadows voluntary notice to the NHTSA once, as Guthrie counsel admitted was
intended, Farina has been reduced to a class of one. See Farina Dec., Para. 20.

In sum, Farina seeks to intervene because while Guthrie’s counsel claims to have
“investigated” Farina’s claims and found them to be worthless, Mazda has publicly
acknowledged (without adequate disclosure) CAA fines alone totaling $102,925,000. Moreover,
counsel for Mazda and Guthrie have refused to provide any Notice to the putative class as to
Farina’s claims they will be waiving. And, unabashedly, they have acknowledged to the Court

that the overly broad Release before the Court is plainly intended to make Farina a class of one,
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while omitting any disclosure that the Settlement’s extended coverage of the Powertrain
Warranty excludes the affected emissions components including, ironically, the valve stem

itself.

II. BACKGROUND
1. On June 28, 2023, the North Carolina Court (“N.C. Court”) GRANTED Mazda’s

Stay Motion articulating:

There are three variations between the Farina FAC and the Guthrie complaint (and the
Heinz complaint). First, the Farina FAC now alleges MMWA breach of warranty claims
based on the vehicles’ emissions warranties, rather than the general NVLW. (FAC 94
137). Second, the Farina FAC adds as an additional defendant Plaintiff Farina’s dealer,
Keffer Mazda, and seeks to certify a defendant-dealership class of all Mazda dealers
nationwide. (FAC 9 107). Third, the Farina FAC asserts three additional bases for relief:
“civil conspiracy,” declaratory judgment, and claims under the Clean Air Act, 42 U.S.C.
§ 7401 et seq. (FAC 22-24). However, under every additional theory—as well as the
claims under the MMWA—Plaintiff Farina’s claims are based entirely on the same core
underlying factual allegations as those presented in Guthrie (and Heinz): that (1) the
Subject Vehicles “contain defective valve stem seals” that cause excessive engine oil
consumption, which places the Class Vehicles at an increased risk of engine failure, and
causes damage to the putative class vehicles, (2) MNAO has “long known” about the
defect, but has purportedly refused to provide an adequate repair; and (3) MNAO
concealed the alleged defect and its effects from class members both at the time of sale
and repair and thereafter. (FAC Y 2, 5, 11).

The Farina FAC only adds allegations with respect to the same underlying factual issues,
e.g., that the defendant class of dealerships had “conspire[d]” to conceal the alleged
defect at the behest of MNAO and has also refused to provide a repair in the Subject
Vehicles, that the alleged defect violates additional warranties, or that MNAO has failed
to report the alleged defect as required under the Clean Air Act. (FAC 4 11, 105, 122—
35, 137, 144).

(Farina DE-42, Exhibit 25 to the O’Keefe Dec.
2. The N.C. Court further articulated:

Accordingly, the litigation of Plaintiff’s claims necessarily requires substantial
duplication of litigation of the same underlying facts and issues already underway in
Guthrie......

Farina merely asserts additional causes of action based on the same underlying alleged
defect, not any different or additional alleged defect. Allowing these two cases—which

4.
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promise to involve duplicative and complex discovery, motions, and trial proceedings—
to proceed separately “would be the ‘epitome of judicial waste”....

Id.
3. Most importantly, the N.C. Court specifically found that because it was preserving

Farina’s additional causes of action — including his putative, overlapping class claims and claims

that cannot be brought by Guthrie -

... a stay does not risk depriving Plaintiff of his “day in court.”

Id.
4, However, because of the concerted effort of Guthrie counsel and defendant

Mazda, Farina — and the putative class he seeks to represent for the additional causes of action
asserted - will never see said day in court if the proposed settlement is finally approved.

5. On January 19, 2024, after numerous delays, the Guthrie parties filed a Joint Term
Sheet for settlement - dated September 20, 2023, and signed by counsel for Mazda and Guthrie
— that lists resolving Farina as a component. See O’Keefe Dec., Exhibits 1, 13.

6. In the Joint Term Sheet, at Section 8. Voluntary Dismissal, it states "Settlement
would include the need for:

A classwide/court-approved dismissal of the pending Guthrie matter, and if

possible (and depending whether they opt out) the Heinz and Farina matters,
and no admission of liability by Mazda.

See O’Keefe Dec. Exhibit 13, at pp. 34-36.
7. The Settlement Agreement filed in Guthrie sets forth the following settlement
consideration:

a. Repair Program Benefit.

b. Powertrain Warranty Extension Benefit.

c. Reimbursement for Out-of-Pocket Costs for Excessive Oil Consumption.
See O’Keefe Dec. Exhibit 3, pp. 9-14.

089




Cal

[4a]

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

e 8:22-cv-01055-DOC-DFM Document 107 Filed 03/22/24 Page 6 of 17 Page ID #:f

8. There is no proposed relief for the damage to class members’ emissions systems
nor is there any relief for the Clean Air Act (“CAA”) claim. Nonetheless, the Settlement
Agreement sets forth the following definition of “Released Claims” or “Settled Claims,” which
clearly encompass the Farina claims.

N. “Released Claims” or “Settled Claims”

Released Claims” or “Settled Claims” means any and all claims, causes of action,
demands, debts, suits, liabilities, obligations, damages, entitlements, losses,
actions, rights of action and remedies of any kind, nature and description, whether
known or unknown, asserted or unasserted, foreseen or unforeseen, regardless of
any legal or equitable theory, existing now or arising in the future, by Plaintiffs
and any and all Settlement Class Members (including their successors, heirs,
assigns and representatives) which in any way relate to the defective valve stem
seals of Class Vehicles (defined below), including but not limited to all matters
that were or could have been asserted in the Action, and all claims, causes of
action, demands, debts, suits, liabilities, obligations, damages, entitlements,
losses, actions, rights of action and remedies of any kind, nature and description,
arising under any state, federal or local statute, law, rule and/or regulation, under
any federal, state, or local consumer protection, consumer fraud, unfair business
practices or deceptive trade practices statutes or laws, under common law, and
under any legal or equitable theories whatsoever including tort, contract,
products liability, negligence, fraud, misrepresentation, concealment, consumer
protection, restitution, quasi-contract, unjust enrichment, express and/or implied
warranty, the Uniform Commercial Code and any federal, state or local
derivations thereof, any state Lemon Laws, secret warranty and/or any other
theory of liability and/or recovery, whether in law or in equity, and for any and
all injuries, losses, damages, remedies, recoveries or entitlements of any kind,
nature and description, in law or in equity, under statutory and/or common law,
including but not limited to, compensatory damages, economic losses or damages,
exemplary damages, punitive damages, statutory damages, statutory penalties or
rights, restitution, unjust enrichment, and any other legal, declaratory and/or
equitable relief. ... .

See O’Keefe Dec. Exhibit 3, pp. 6-8.
0. If there is any question whether the broad release language is intended to preclude
Farina’s class claims, paragraph 20 of the proposed Order itself resolves any such doubt:

20. Each and every Settlement Class Member, and any person actually or purportedly
acting on behalf of any Settlement Class Member(s), is hereby permanently barred and

6.
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enjoined from commencing, instituting, continuing, pursuing, maintaining, prosecuting,
or enforcing any Released Claims (including, without limitation, in any individual, class
or putative class, representative or other action or proceeding), directly or indirectly, in
any judicial, administrative, arbitral, or other forum, against the Released Parties. This
permanent bar and injunction is necessary to protect and effectuate the Agreement, this
Final Judgment and Order, and this Court’s authority to effectuate the Agreement, and
is ordered in aid of this Court’s jurisdiction and to protect its judgments. However,
Settlement Class members are not precluded from addressing, contacting, dealing with,
or complying with requests or inquiries from any governmental authorities relating to
the issues raised in this Lawsuit or class action settlement.

See O’Keefe Dec. Exhibit 3, pp. 42-43.

10. The only language in the proposed Class Notice (attached as Exhibit 4 to the
Settlement Agreement) referencing in any way potential warranty emissions claims, such as
Farina’s warranty emissions claim, is an acknowledgment that the defect is on the “exhaust side”
of the engine.

The Valve Stem Seal repair involves replacing the valve stem seals on the exhaust side
of your engine with redesigned valve stem seals.

See O’Keefe Dec. Exhibit 3, pp. 62.

11. This distinction 1is critical, because Mazda’s emissions warranty specifically
excludes valve stems, EGR and PCV valves, etc. after 24,000 miles. There is absolutely no
consideration given in the proposed settlement for damage caused to the subject vehicles’
emissions components due to the excessive oil burn.

See O’Keefe Dec. Exhibit 14, pg. 29.

12. Farina reached out multiple times over the last several months asking for
information and/or a seat at the negotiating table. Instead of responding to these entreaties, or
researching the claims asserted by Farina - and in violation of the North Carolina Stay - on

November 14, 2023, Mazda stipulated in Guthrie to the addition of a North Carolina resident as
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a named plaintiff, who has been promised a $2,200 incentive award if settlement in Guthrie is
approved. O’Keefe Dec., Exhibits 5-7; see also, “Conferral Pursuant to Local Rule 7.1(b).”

13. Guthrie’s North Carolina ‘convenience plaintiff® clearly lacks standing to
champion the claims asserted by Farina. This individual was plainly added to Guthrie, and
stipulated to by Mazda, to provide facial cover for Guthrie and Mazda to bargain away Farina’s
claims with no compensation whatsoever and without providing fair notice to the absent class(es)
of the claims they are asked to release in the proposed Guthrie settlement.

14. The Notice of Lodging of an Unredacted Copy of the Report of Susan K.
Thompson and Brian S. Repucci sets forth an opinion concerning the value to the consumer (i.e.,
economic benefit) that is provided to the class as a result of the Joint Term Sheet for Proposed
Nationwide Class Settlement of Guthrie.

15. Although that value is estimated to be $109,895,680, it is clear from the detailed

terms that none of that value has anything to do with the claims asserted in Farina. See O’Keefe

Dec. Exhibit 13 at 2-19; 32-36; and 57-65.

16. Despite providing no consideration whatsoever for the claims asserted in Farina,
the terms of the proposed settlement broadly define "Released Claims," "Settled Claims," "Class
Vehicles," "Settlement Class Vehicles, "Settlement Class,” “Settlement Class Members." See
Exhibit 3, at pp. 7-9. Mazda and Guthrie counsel have contracted to get rid of Farina — and all
of the claims he asserts - with absolutely no settlement relief in exchange, thus denying Farina
and the putative class their day in Court.

17. As the Farina Dec. outlines, in addition to setting aside reserves for warranty
claims due to the defective valve stems, Mazda has set aside $102,925,000 for the “estimated

costs of complying with environmental regulations:”

8.
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In addition to the Reserve for Warranty Expenses, Note 2 in the 2023 MAF'S, Summary
of Significant Accounting Policies states that a Provision Related to Environmental
Regulations “provides for estimated costs of complying with environmental regulations
at the end of the fiscal year.” There is no discussion of this provision in Note 3,
Significant Accounting Estimates footnote, nor did KPMG mention it as a Key Audit Risk.
However, the Provision related to environmental regulations amount of this Reserve
set forth in the Selling, General and Administrative Expenses footnote is $102,925,000.
(2023 MAFS at 59.)

See Farina Dec., Exhibit C at Para. 28 (emphasis added.)

18. This reserve is clearly intended only for the CAA fines, and not to benefit any
class members whose emissions systems have been processing up to three (3) to four (4) times
the carbon that they were strictly engineered to handle. Id. There is no accompanying disclosure
or discussion of the reason for this reserve. This is clearly a material item to Mazda and there is
no disclosure.

19. In the same way, the proposed Guthrie settlement is completely silent as to the
environmental issues the defect caused and as to any remedying of overtaxed emissions
components like the Catalytic Convertor in class vehicles, See O’Keefe Dec., Exhibits 1, 13.

20. Although Mazda seems to have set aside hundreds of millions in 2021 and 2023
for warranty claims, there has not been any comparable provision for “costs of complying with
environmental regulations” in any prior year. Thus, this reserve — which was made after the
filing of the Farina Action Amended Complaint, and 30 days after the North Carolina Court
stayed the Farina Action - is most plainly related to the CAA claim set forth in the Farina action.
Indeed, the Settlement Agreement foreshadows voluntary notice to the NHTSA once Farina has
been reduced to a class of one. See Farina Dec., Para. 28.

21. While Mazda has publicly acknowledged (without adequate disclosure) CAA
fines alone totaling $102,925,000, counsel for Mazda and Guthrie are seeking to make Farina a

class of one by obtaining releases from class members who will be blindly waiving their rights

9.
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to seek extended coverage of their emissions components including, ironically, the valve stem
itself.
III. FARINA HAS TIMELY ACTED

22. The Farina Dec. sets forth the sequence of events leading up to the filing of the
initial Farina complaint (Doc. 1) on January 28, 2023. This initial complaint asserted counts for
civil conspiracy; breach of implied and express warranties under the Magnuson-Moss Warranty
Act (“MMWA”); and declaratory relief/judgment.

23. The claims asserted under MMWA clearly implicate the CAA violations as the
basis therefor. Thus, the initial complaint included a footnote on page 5 stating, “Plaintiff intends
to amend this complaint to bring a claim under the Clean Air Act (“CAA”) in accordance with
42 U.S. Code § 7604.” On January 31, 2023, pursuant to 42 U.S. Code § 7604 (a)(1), Farina sent
Notice to Federal and North Carolina State environmental agency administrators—as well as to
Defendants—that he intended to bring such suit under the CAA.

24. On February 21, 2023, the NC Court entered an Order granting Defendants’
motion to extend the time to answer the complaint to March 24, 2023.

25. Instead of answering the Farina complaint or pursuing a proper motion under Rule
12 of the FRCP, on March 24, 2023, Defendants filed a “Joint Motion to Dismiss, Stay or
Transfer” the Farina case. (Doc. Nos. 20 and 21.)

26. On April 2, 2023, Farina’s private right of action under the CAA ripened.

27. On April 7, 2023, Farina moved as of right to file an amended complaint that

added two additional counts under the CAA. Farina also filed his response to the Motion to Stay.

10.
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28. On April 21, 2023, Defendants filed a voluminous and vitriolic joint opposition
to the motion to amend, falsely claiming that the proposed amendment “smacks of bad faith,
gamesmanship and improper and dishonest purpose.”

29. As detailed in Farina’s reply brief filed on Friday, April 28, 2023, Defendants also
made numerous misstatements of fact in their opposition.

30. On May 2, 2023, the NC Court summarily granted leave to file the amended
complaint “as a matter of course” pursuant to F. R. Civ. Proc 15 (a) (1). The NC Court also denied
without prejudice Defendants’ extant Joint Motion to Dismiss, Stay or Transfer (Doc. Nos. 20
and 21) as moot. See O’Keefe Declaration Exhibit 15. — a true and correct copy of the Farina
Amended Complaint.

31. On May 16, 2023, Defendants renewed their Joint Motion to Dismiss, Stay, or
Transfer the case, which the Court ultimately granted on June 28, 2023, staying the Farina case
pending further proceedings in the Guthrie case. See O’Keefe Declaration Exhibit 20 - a true
and correct copy of the Farina’s Court’s Stay Order.

32. Thereafter, Mazda and the Guthrie plaintiffs agreed to numerous stays. On
November 14, 2023, Mazda consented to an amended complaint which differed little from the
existing complaint except for the addition of a North Carolina resident who leased - and had
already returned - an affected vehicle (Doc. No.’s 78, 84, 85.) The amended Guthrie complaint
was promptly answered on December 5, 2023 (Doc. No. 86).

33. On January 19, 2024, the proposed settlement agreement was filed. (Doc. No. 91,
92).

34, In between, Farina reached out to Mazda’s counsel not less than four (4) times

variously seeking a seat at the table, agreement to transfer the Farina matter, Farina’s intervention

11.
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in Guthrie, and lastly for consent to lift the stay in NC so that Farina could seek this Court’s
permission to intervene solely to contest the Notice and Release proffered herein.
35. After he was again given the back of the hand and threatened with sanctions by
Mazda for “prejudicing” it before this Court, Farina filed a motion on February 1, 2024 with the
NC Court seeking its permission to request this Court’s permission to intervene in the Guthrie
proceedings solely to (1) press for proper Notice of Farina’s claims that the putative class is being
asked to Release, and (2) challenge the proposed Release/Final Order as overbroad — particularly
as it has the putative class Releasing claims they know nothing about and for no consideration.
36. On March 19, 2024, over opposition by defendants, the NC Court granted Farina’s
motion. O’Keefe Dec. Ex. 24.
IV.  GUTHRIE COUNSEL HAS BARGAINED AWAY LEGITIMATE CLAIMS FOR

ILLUSORY BENEFITS

37. On February 5, 2024, Farina filed Notice of his motion in the North Carolina
action with this Court. (Doc. No. 98) Mazda filed a ‘response’ claiming that Farina’s findings —
derived directly from Mazda’s own public findings - were incorrect, scandalous, impertinent, and

“likely subject to Rule 11 sanctions.”

38. Mazda further claimed that there is no “fund” while ignoring that the proper
accounting term is “reserve”’, which is precisely what Farina states is disclosed in Mazda’s own
public filings:

... the Provision related to environmental regulations amount of this Reserve set forth

in the Selling, General and Administrative Expenses footnote is $102,925,000. (2023
MAFS at 59.)

See Farina Dec., Exhibit C at Para. 28 (emphasis added.)

12.

D




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Case 8:22-cv-01055-DOC-DFM Document 107 Filed 03/22/24 Page 13 of 17 Page |
#:5097
39. Guthrie’s counsel, for his part, claims to have “investigated” the Farina claims

and bargained them away for nothing because he — evidently relying entirely on Mazda’s baseless
arguments of record - concluded they are unfounded:

.. and Mazda isn’t going to pay any more money and a bird in the hand is worth two
in the bush.

40.  Additionally, besides the lack of Notice to the putative class, the overly broad
Release — which as Guthrie counsel has acknowledged aims to make Farina a class of one - the
extension of the Powertrain warranty does nothing for the emissions claims.

41.  Had Guthrie’s counsel bothered to review Mazda’s warranty terms and
conditions, they would have recognized that the subject defective component(s) — and the

components that have necessarily been affected by this defect - are not part of the “Powertrain.”

- 5 Powertrain Warranty Parts List -

Below are the powertram components covered under the Powertram llmlted Warranty

M Engine
* Cylinder Block, Cylinder Head, and All Intemal Lubncated Parts (PIStOI] englnes}
« Timing gears - :
« Timing chain/belt and tensioner
« Timing chain/belt front cover and gaskets
¢ Flywheel
s Valve Covers and Gaskets
* Oil Pan
* Oil Pump
» Intake Manifold and Gaskets
.» Exhaust Manifold and Gaskets -
» Engine Mounts -
» Turbocharger Housing and All Intemial Parts
* Supercharger Housing and All Internal Parts _
» Water Pump and Gaskets
» Thermostat and Gaskets .
* Fuel Pump . L
» Seals and Gaskets

13.

D
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O’Keefe Declaration, Exhibit 14, pg. 19.

42. The subject Technical Service Bulletin (“TSB”) itself identifies the repair plainly
aligned with Mazda’s warranty booklet. The subject components are emission components that
are part of the Emissions Warranty and are excluded from coverage after 24,000 miles. Page 29
of Mazda’s warranty manual (O’Keefe Declaration Exhibit 14, pg. 29) outlines what components
are covered for how long, and those that are not. Plainly, the subject emissions components

including the defective one(s) at issue herein are included in this warranty:

6. 24 months/ 24, 000 m|Ies F.mlssmn Warranty Parts List -

™ Air / Fuel Mete ring System
« Closed loop-system
- Oxygen sensor.. ) ‘
. - Air flow sensor (Air flow meter)
- Fuel injectors
+ Cold start enrichment system
- Cold:start; injector,.

_» Electronic idle speed controf syste,m '

- |dfe air control valve
(1dle speed control valve)
- ~Air valve .. ) .
. Deceleratlon controls
¢ Variable Valve Timing System
- = Sequential valve timing actuator
~-Qil. contro| valve

| lgmtlon Spark Advance/ Retard
System .
* Certain spark advance/ retard control
components
- High energy electronic ignition
- Spark plugs _

| Fuel F.vaporatlve System

« Canister and assoaated controt valve B

- Purge valve
- Purge solenoid
--Fuelfiller cap~: -

. Positive Crankcase Ventllatlon (PCV)

System -
. * PCVvalve.

M Exhaust Gas Recwculatlon (EGR» "
System s
* EGR function control valve (EGR
. ‘controlvalve} and asseuated parts

. ~'EGRvalve"

Z EGR valvé contro! solen0|d* & BB

‘W Secondaty Air Injection System ;J sl

* Airpump .
* Air control va Ives and dlstrlbutxon pxpes

" u Mrscellaneous Items Used rn Above -

Systems
_* Hoses, clamps, flttmgs, gaskef

“materials; tubing, brackets-and bélts R

* Exhaust pipe {between exhaust
manifold andcatalyst): " e T
* Sensors, switches and va}!yes
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43. This is what Mazda’s Variable Valve Timing System looks like:

cylinder head
intake camshaft

exhaust camshaft \

camshaft
actuator

."{::.' o W "
.. W . I
I'II J
I'. /
timing chain f intake valve

camshaft
position

Sensor
rocker arm

exhaust valve

It is the upper end of the engine. In no way could anyone who understands auto mechanics and
these manufacturer warranties confuse this with a powertrain component.

44, Mazda also knows — as Guthrie counsel should as well from their purported
“Investigation” into Farina’s claim - that as a direct result of its defect(s), not less than five *(5)
other emissions components with the same limited warranty are also directly impacted — all on
the exhaust side or affecting same, and including, but not limited to, the PCV valve, EGR
components, and high energy spark plugs. (O’Keefe Declaration Exhibit 14, pg. 29).

45. Moreover, there are also several other emissions components necessarily affected,
including but not limited to the Catalytic Convertor, which warranty coverage expires at 80,000
miles. 1d.

46. Most concerningly, like the public filings Farina unearthed— which Mazda claims

are irrelevant, impertinent and warrant Rule 11 sanctions - Mazda knows this and has known this.

15.
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47. Yet, contrary to its obligations to the Court and the putative class, and despite this
knowledge, Mazda has made material representations to the contrary that — to the palpable

detriment of the class - Guthrie’s counsel was all too willing to accept at face value.

WHEREFORE, Francis J. Farina, on behalf of himself and all others similarly situated,
hereby OBJECTS to the subject settlement and requests a hearing forthwith on the matters
contained herein that form the basis of his objections prior to the final approval hearing as they

are material thereto.

Dated: San Francisco, California Respectfully submitted,
March 22, 2024

By: /s/ Lyn R. Agre

Lyn R. Agre (SBN 178218)

44 Montgomery Street, Suite 2410
San Francisco, CA 94104

Tel.: (415) 599-0880
lagre(@glennagre.com

THE DIGUISEPPE LAW FIRM, P.C.
Raymond M. DiGuiseppe (SBN 228457)
116 N. Howe Street, Suite A

Southport, NC 28461

(910) 713-8804

law.rmd@gmail.com

BAKER LAW GROUP, LLC

Joseph A. O’Keefe (pro hac vice forthcoming)
7035 Campus Drive, Suite 702

Colorado Springs, CO 80920

Phone Number: (303) 862-4564
joseph@bakerlawgroup.com
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CERTIFICATE OF SERVICE

following:

Jahmy Stanford Graham

Priscilla Szeto

Amber Hendrick

Nelson Mullins Riley and Scarborough LLP
19191 South Vermont Avenue Suite 900
Torrance, CA 90502

424-221-7400

Fax: 424-221-7499
jahmy.graham@nelsonmullins.com
priscilla.szeto@nelsonmullins.com
amber.hendrick@nelsonmullins.com

Of Attorneys for Defendants

I hereby certify that on March 22, 2024, a true and correct copy of the foregoing was
electronically filed and served, pursuant to 28 U.S.C. § 1746, via CM/ECF, addressed to the

Trinette Gragirena Kent

Lemberg Law LLC

1100 West Town and Country Road Suite
1250

Orange, AZ 92868

480-247-9644

Fax: 480-717-4781

tkent@lemberglaw.com

Of Attorneys for Plaintiffs

Joshua Markovits

Sergei Lemberg

Lemberg Law LLC

43 Danbury Road, 3rd Floor
Wilton, CT 06897
203-653-2250

Fax: 203-653-3424
imarkovits@lemberglaw.com

By:

17.

slemberg@lemberglaw.com
Of Attorneys for Plaintiffs

/s/ Lyn R. Agre
Lyn R. Agre (SBN 178218)
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GLENN AGRE BERGMAN & FUENTES LLP
Lyn R. Agre (SBN 178218)

44 Montgomery Street, Suite 2410

San Francisco, CA 94104

Tel.: (415) 599-0880

lagre@glennagre.com

THE DIGUISEPPE LAW FIRM, P.C.
Raymond M. DiGuiseppe (SBN 228457)
116 N. Howe Street, Suite A

Southport, NC 28461

(910) 713-8804

law.rmd@gmail.com

BAKER LAW GROUP, LLC

Joseph A. O’Keefe (pro hac vice forthcoming)
7035 Campus Drive, Suite 702

Colorado Springs, CO 80920

Phone Number: (303) 862-4564
joseph@bakerlawgroup.com

Counsel for Francis J. Farina

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION — SANTA ANA

Gary Guthrie, Stephanie Crain, Chad Hinton,
Julio Zelaya, Anna Gilinets, Marcy Knysz,
Lester Woo, and Amy Bradshaw, On Behalf Of
Themselves And All Others Similarly Situated,

Plaintiffs,
VS.

Mazda Motor of America, Inc.,

Defendant.

TO THE COURT, ALL PARTIES, AND THEIR ATTORNEYS OF RECORD:
PLEASE TAKE NOTICE that, IN FULL COMPLIANCE WITH the Preliminary Approval
Order (Doc. No. 101/102), FRANCIS J. FARINA (“Farina”) — Class Member to this action as

1.

Case No.: 8:22-cv-01055-DOC-DFM
Assigned to: Hon. David O. Carter

NOTICE OF OBJECTION TO
PLAINTIFFS’ MOTION FOR
ATTORNEYS’ FEES AND EXPENSES
AND SERVICE AWARDS TO THE
PLAINTIFFS, AND SECOND REQUEST
FOR HEARING PRIOR TO FINAL
APPROVAL
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well as Plaintiff and putative class representative in Farina v. Mazda Motor of America, et al.,
C.A. No.: 3:23-cv-00050-MOC-SC (W.D. N.C.) (“Farina Action”), by and through his
undersigned counsel, OBJECTS to Plaintiffs’ Motion for Attorneys’ Fees and Expenses and
Service Awards to the Plaintiffs (Doc. No. 121) and the Stipulated Agreement Regarding Class
Counsel’s Fee and Cost Award, as well as to the settlement in this Guthrie v. Mazda Motor of

America, Inc., Case No 22-cv-1055-DOC-DFM (“Guthrie”) action (Doc. No’s 91, 101, and 102),

and renews his requests for an immediate Hearing on this Objection. In support thereof, Farina
avers as follows:
L. STANDING TO OBJECT!
1. Case name: Guthrie et al. v. Mazda Motor of America, Inc., 8:22-cv-01055
(DOC) (DFM)
2. Objector: Francis J. Farina, C.P.A., C/O:
BAKER LAW GROUP, LLC
Joseph A. O’Keefe (pro hac vice forthcoming)
7035 Campus Drive, Suite 702
Colorado Springs, CO 80920
Phone Number: (303) 862-4564
joseph@bakerlawgroup.com
3. Vehicle: 2021 Mazda6,
VIN#: JMIGLITY8M1605719
Purchased April 26, 2021 (Ex. 1 hereto)
4. Objections/
Basis Therefore: Infra (below), See also Document Nos. 104, 105, 106, 107,
112, 113, and 118, and all attachments thereto which are incorporated herein as
though set forth in complete detail.
Ut is ironic — and telling — that Class Counsel and Mazda stipulated to a Third Amended
Complaint adding a North Carolina resident as a plaintiff who herself cannot meet these requisites
in that she (1) leased an affected vehicle and (2) turned same back prior to joining this suit.

2.
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5. Certification: Under penalty of perjury pursuant to 18 U.S. Code Sect. 1621, it
is affirmed that neither Francis J. Farina nor Joseph A. O’Keefe, Esq. have
ever objected to any class action settlement, let alone within the last five (5)
years.

6. Intent to Appear: Francis J. Farina intends to appear at the final approval
hearing to present evidence and cross-examine witnesses and shall supplement

this Notice timely according to the Court’s determination(s) as to his
outstanding Motions (supra).

II. SUMMARY OF OBJECTION

Farina objects to the award of any fees — and to the settlement itself — on the basis that
class counsel has obtained nothing of value for the class. Instead, working with Mazda, they
have deliberately chosen to give away the claims asserted in the Farina action for no value while
failing to adequately inform class members of the existence of these claims. Concurrently,
Guthrie counsel and Mazda have stipulated to payment of fees and expenses in the amount of
$2,035,000, which bears no relationship to the $105 million value Guthrie counsel claims to have
provided to the class (a value which Mazda has specifically stated it does not endorse or otherwise
agree to.) Moreover, while Guthrie counsel claims to have ‘investigated’ Farina’s claims and
found them to be worthless, Mazda has publicly acknowledged (without adequate disclosure) an
accounting reserve to pay regulatory fines of $102,925,000 for the emissions violations which
caused damages to class members’ exhaust systems. When the Court questioned Guthrie counsel
about this circumstance, he stated (... Mazda isn’t going to pay any more money and a bird in the
hand is worth two in the bush.)

Farina has moved to intervene in this action pursuant to Federal Rule of Civil Procedure

24 because, as plainly outlined within Managing Class Action Litigation: A Pocket Guide for

Judges, Barbara J. Rothstein & Thomas E. Willging, (3" Ed., Fed. Jud. Cntr. 2010) (“Judicial

Handbook”), the Settlement Terms themselves, (especially when combined with the stipulated
3.
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addition to this matter of a North Carolina Resident who leased — and already returned - a class
vehicle), are “Hot Button indicators” warranting strict scrutiny of the proposed settlement. (Id.,

Sect. IV.C.5,7; see also The Manual for Complex Litigation, Fourth Edition, §§ /3.24 and 21.643

The environmental regulation reserve is clearly intended only for paying the CAA fines,
and not to benefit any class members whose emissions systems have been processing up to three
(3) to four (4) times the carbon that they were strictly engineered to handle. The proposed Guthrie
settlement is completely silent as to the environmental issues the defect caused and as to any
remedying of overtaxed emissions components like the Catalytic Convertor in class vehicles.
Further, Guthrie’s valuation expert made no attempt to opine on this. see O’Keefe Dec. (Doc.
No. 105-1), Exhibits 1, 13 thereto. The environmental reserve — which was made after the filing
of the Farina Action Amended Complaint, and 30 days after the North Carolina Court stayed
the Farina Action - is most plainly related to the CAA claim set forth in the Farina action. Indeed,
the Settlement Agreement foreshadows voluntary notice to the NHTSA once, as Guthrie counsel
admitted was intended, Farina has been reduced to a class of one. See Farina Dec., Para. 20.

Farina objects to the subject fee petition (and, the settlement itself — see Doc. Nos, 104,
105, 106, 107, 112, 113, and 118 and all attachments thereto - because while Guthrie’s counsel
claims to have “investigated” Farina’s claims and found them to be worthless, Mazda has
publicly acknowledged (without adequate disclosure) CAA fines alone totaling $102,925,000,
counsel for Mazda and Guthrie have refused to provide any Notice to the putative class as to the
Farina claims they will be waiving. Guthrie’s counsel and Mazda both unabashedly
acknowledged to the Court that the overly broad Release before the Court is plainly intended to

make Farina a class of one, while omitting any disclosure that the Settlement’s extended
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coverage of the Powertrain Warranty excludes the affected emissions components including,

ironically, the valve stem itself.

III. BACKGROUND
1. On June 28, 2023, the North Carolina Court (“N.C. Court”) GRANTED Mazda’s
Stay Motion articulating:

There are three variations between the Farina FAC and the Guthrie complaint (and the
Heinz complaint). First, the Farina FAC now alleges MMWA breach of warranty claims
based on the vehicles’ emissions warranties, rather than the general NVLW. (FAC 94
137). Second, the Farina FAC adds as an additional defendant Plaintiff Farina’s dealer,
Keffer Mazda, and seeks to certify a defendant-dealership class of all Mazda dealers
nationwide. (FAC 9 107). Third, the Farina FAC asserts three additional bases for relief:
“civil conspiracy,” declaratory judgment, and claims under the Clean Air Act, 42 U.S.C.
§ 7401 et seq. (FAC 22-24). However, under every additional theory—as well as the
claims under the MMWA—Plaintiff Farina’s claims are based entirely on the same core
underlying factual allegations as those presented in Guthrie (and Heinz): that (1) the
Subject Vehicles “contain defective valve stem seals” that cause excessive engine oil
consumption, which places the Class Vehicles at an increased risk of engine failure, and
causes damage to the putative class vehicles; (2) MNAO has “long known” about the
defect, but has purportedly refused to provide an adequate repair, and (3) MNAO
concealed the alleged defect and its effects from class members both at the time of sale
and repair and thereafter. (FAC Y 2, 5, 11).

(Farina DE-42, Exhibit 25 to the O’Keefe Dec.
2. On January 19, 2024, after numerous delays, the Guthrie parties filed a Joint Term
Sheet for settlement - dated September 20, 2023, and signed by counsel for Mazda and Guthrie
— that lists resolving Farina as a component. See O’Keefe Dec., Exhibits 1, 13.
3. Section 8. Voluntary Dismissal states "Settlement would include the need for:
A classwide/court-approved dismissal of the pending Guthrie matter, and if

possible (and depending on whether they opt out) the Heinz and Farina matters,
and no admission of liability by Mazda.

See O’Keefe Dec. Exhibit 13, at pp. 34-36.
4. The Settlement Agreement filed in Guthrie sets forth the following settlement

consideration:
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a. Repair Program Benefit.
b. Powertrain Warranty Extension Benefit.
c. Reimbursement for Out-of-Pocket Costs for Excessive Oil Consumption.

See O’Keefe Dec. Exhibit 3, pp. 9-14.

5. There is no proposed relief for the damage to class members’ emissions systems
nor is there any relief for the CAA claim. Nonetheless, the Settlement Agreement sets forth the
following broad definition of “Released Claims” or “Settled Claims,” which clearly encompasses

the Farina claims.

N. “Released Claims” or “Settled Claims”

Released Claims” or “Settled Claims” means any and all claims, causes of action,
demands, debts, suits, liabilities, obligations, damages, entitlements, losses,
actions, rights of action and remedies of any kind, nature and description, whether
known or unknown, asserted or unasserted, foreseen or unforeseen, regardless of
any legal or equitable theory, existing now or arising in the future, by Plaintiffs
and any and all Settlement Class Members (including their successors, heirs,
assigns and representatives) which in any way relate to the defective valve stem
seals of Class Vehicles (defined below), including but not limited to all matters
that were or could have been asserted in the Action, and all claims, causes of
action, demands, debts, suits, liabilities, obligations, damages, entitlements,
losses, actions, rights of action and remedies of any kind, nature and description,
arising under any state, federal or local statute, law, rule and/or regulation, under
any federal, state, or local consumer protection, consumer fraud, unfair business
practices or deceptive trade practices statutes or laws, under common law, and
under any legal or equitable theories whatsoever including tort, contract,
products liability, negligence, fraud, misrepresentation, concealment, consumer
protection, restitution, quasi-contract, unjust enrichment, express and/or implied
warranty, the Uniform Commercial Code and any federal, state or local
derivations thereof, any state Lemon Laws, secret warranty and/or any other
theory of liability and/or recovery, whether in law or in equity, and for any and
all injuries, losses, damages, remedies, recoveries or entitlements of any kind,
nature and description, in law or in equity, under statutory and/or common law,
including but not limited to, compensatory damages, economic losses or damages,
exemplary damages, punitive damages, statutory damages, statutory penalties or
rights, restitution, unjust enrichment, and any other legal, declaratory and/or
equitable relief. ... .

See Doc No. 105-1 - O’Keefe Dec. Exhibit 3, pp. 6-8.
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6. If there is any question whether this broad release language is intended to preclude
Farina’s class claims, paragraph 20 of the proposed Order itself resolves any such doubt:
20. Each and every Settlement Class Member, and any person actually or purportedly
acting on behalf of any Settlement Class Member(s), is hereby permanently barred and
enjoined from commencing, instituting, continuing, pursuing, maintaining, prosecuting,
or enforcing any Released Claims (including, without limitation, in any individual, class
or putative class, representative or other action or proceeding), directly or indirectly, in
any judicial, administrative, arbitral, or other forum, against the Released Parties. This
permanent bar and injunction is necessary to protect and effectuate the Agreement, this
Final Judgment and Order, and this Court’s authority to effectuate the Agreement, and
is ordered in aid of this Court’s jurisdiction and to protect its judgments. However,
Settlement Class members are not precluded from addressing, contacting, dealing with,

or complying with requests or inquiries from any governmental authorities relating to
the issues raised in this Lawsuit or class action settlement.

See O’Keefe Dec. Exhibit 3, pp. 42-43.

7. The only language in the proposed Class Notice referencing in any way potential
warranty emissions claims such as Farina’s warranty emissions claim is an acknowledgment that
the defect is on the “exhaust side” of the engine.

The Valve Stem Seal repair involves replacing the valve stem seals on the exhaust side
of your engine with redesigned valve stem seals.

See O’Keefe Dec. Exhibit 3, pp. 62.

8. This distinction is critical, because Mazda’s emissions warranty specifically
excludes valve stems, EGR and PCV valves, etc. after 24,000 miles. There is absolutely no
consideration given in the proposed settlement for damage caused to the subject vehicles’
emissions components due to the excessive oil burn. See Doc. 105-1 -O’Keefe Dec., Exhibit 14,
pg. 29.

9. Farina reached out multiple times over many months asking for information
and/or a seat at the negotiating table. Instead of responding to these entreaties, or researching the

claims asserted by Farina - and in violation of the North Carolina Stay - on November 14, 2023,

7.
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Mazda stipulated in Guthrie to the addition of North Carolina resident Amy Bradshaw as a named
plaintiff, who has been promised a $2,200 incentive award if settlement in Guthrie is approved.
O’Keefe Dec., Exhibits 5-7; see also, “Conferral Pursuant to Local Rule 7.1(b).”

10. North Carolina ‘convenience plaintiff® Bradshaw clearly lacks standing to
champion the claims asserted by Farina. This individual was plainly added to Guthrie, and
stipulated to by Mazda, to provide facial cover for Guthrie and Mazda to bargain away Farina’s
claims with no compensation whatsoever and without providing fair notice to the absent class(es)
of the claims they are asked to release in the proposed Guthrie settlement.

11. The Unredacted Copy of the Report of Susan K. Thompson and Brian S. Repucci
(Doc. 922) sets forth an opinion concerning the value to the consumer (i.e., economic benefit)
that is provided to the class as a result of the Joint Term Sheet for Proposed Nationwide Class
Settlement of Guthrie.

12. Although that value is estimated to be $109,895,680, it is clear from the detailed
terms that this benefit is plainly illusory. Since the components being replaced are part of, and
covered, by the emissions warranty and not the powertrain, the value ascribed to the extended
powertrain warranty is illusory. Similarly, the repairs, inspections and oil changes were covered
by Mazda in its TSB long before the settlement was brokered and the value ascribed to this

component was not a result of any investigation or discovery conducted by Guthrie counsel.

2 A severely redacted version of the expert report has been included on the class website, omitting
Exhibit B (the term sheet); Exhibit E (Mazda counsel’s letter providing estimates of costs
associated with repairs, inspections, oil changes and Mazda’s estimate or value of the extended
warranty for the powertrain; and a complete copy of the transcript of the sole deposition taken
by Guthrie counsel in this litigation.

8.
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Pertinently, none of that value has anything to do with the claims asserted in Farina or the
emissions system and/or its components, at all. See O’Keefe Dec. Doc. No. 105-1, Exhibit 13 at
2-19; 32-36; and 57-65.

13. In sum, versus providing real relief to the Class, Mazda and Guthrie counsel have
contracted to get rid of Farina — and all of the claims he asserts - with absolutely no settlement
relief in exchange for a payday for Guthrie counsel negotiated by the Mediator which appears to
have no relationship to the value obtained for the class, thus denying Farina and the putative
class their day in Court. See, Tuttle v. Audiophile Music Direct Inc., 2023 U.S. Dist. LEXIS
81327, *11-12 (W.D. Wash., 2023)(In a reverse auction, [t]he ineffectual lawyers are happy to
sell out a class they anyway can't do much for in exchange for generous attorneys' fees, and the
defendants are happy [*12] to pay generous attorneys' fees since all they care about is the bottom
line—the sum of the settlement and the attorneys' fees... .).

IV.  GUTHRIE COUNSEL HAS BARGAINED AWAY LEGITIMATE CLAIMS FOR

ILLUSORY BENEFITS

14.  Pursuant to Sect. 21.71 of the Judicial Handbook - Criteria for Approval, this
Court must ensure that the counsel seeking compensation conferred an actual benefit on the class,
citing RAND Class Action Report, supra note 955, at 490 (concluding that the “single most
important action that judges can take to support the public goals of class action litigation is to
reward class action attorneys only for lawsuits that actually accomplish something of value to

class members and society”) (emphasis omitted)).

15. On February 5, 2024, Farina filed in this Court Notice of his motion in the North

Carolina action. (Doc. No. 98) Mazda filed a ‘response’ claiming that Farina’s findings — derived
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directly from Mazda’s own public findings - were incorrect, salacious (sic.), impertinent, and

“likely subject to Rule 11 sanctions.”

16.  Mazda further claimed that there is no “fund” while ignoring that the proper
accounting term is “reserve”, which is precisely what Farina states is disclosed in Mazda’s own
public filings:

... the Provision related to environmental regulations amount of this Reserve set forth in

the Selling, General and Administrative Expenses footnote is $102,925,000. (2023 MAFS
at 59.)

See Farina Dec., Exhibit C at Para. 28 (emphasis added.)

17. Guthrie’s counsel, for his part, claims to have “investigated” the Farina claims
but yet bargained them away for nothing because he — evidently relying entirely on Mazda’s
baseless arguments of record and provision of ‘value’ associated with repairs being provided
under Mazda’s TSBs- concluded they are unfounded:

... and Mazda isn’t going to pay any more money and a bird in the hand is worth two in
the bush.

18.  In addition to the chicanery of the lack of Notice to the putative class and the
overly broad Release — which as Guthrie counsel has acknowledged aims to make Farina a class
of one - the agreement to extend the Powertrain warranty does nothing for the emissions claims.

19.  Had Guthrie’s counsel bothered to review Mazda’s warranty terms and
conditions, they would have recognized that the subject defective component(s) — and the

components that have necessarily been affected by this defect - are not part of the “Powertrain!”

10.
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9. Powertrain Warranty Parts List -

Below are.the powertrain. components cnvered underthe Powertram lelted Warranty:. -

M Engine :

¢ Cylinder Block, Cylinder Head and Al Intemat Lubncated Parts (P|ston engmes} -
« Timing gears - SR N
« Timing chain/belt and tensioner

« Timing chain/belt front cover and gaskets

« Flywheel

s Valve Covers and Gaskets

» Qil Pan

* Oil Pump
* Intake Manifold and Gaskets -

.» Exhaust Manifold and Caskets -
* Engine Mounts '
* Turbocharger Housing and Al Intemial Parts

~+ Supercharger Housing and Al Internal Parts ,
» Water Pump and Gaskets B

» Thermostat and Caskets

o Fuel Pump o

+ Seals and Gaskets

O’Keefe Declaration, Exhibit 14, pg. 19.

20. The relevant Technical Service Bulletin (“TSB”) itself identifies the repair as
plainly aligned with Mazda’s warranty booklet. The subject components are emission
components that are part of the Emissions Warranty and are excluded from coverage after 24,000
miles. Page 29 of Mazda’s warranty manual (O’Keefe Declaration Exhibit 14, pg. 29) outlines
what components are covered for how long, and those that are not. Plainly, the subject emissions

components including the defective one(s) at issue herein are included in this warranty:
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W Air / Fuel Mete ring System
« Closed loop systein
- Oxygen sensor .. Y
_ - Air flow sensor (Alr flow: meter)
- Fuel injectors
+ Cold start enrichment system
- Cold.start’ |njector

- |dte air control valve ... - <.~
(idle speed control value}
-~ Airvalve .. ‘
. Deceleratlen controls
« Variable Valve Timing System
. = Sequential valve timing actuator -
.~ Qil.contro| valve .,

| Ignltlon Spark Advance;’ Retard
' System '

components
- High energy electronic !gnltlon
- Spark p!ugs . ‘

] Fuel [vaporatwe System

\

timing chain
exhaust valve

6. 24 months/ 24 000 mlfes Emlssmn Warranh,r Parts List

0 e PCVvalve . o ‘
o Exhaust Gas Recwculatlon (EGR]‘ l_

_+ Electronic jdle speed controf s systqm .

" m Secondary Air Injection System :
n Mrscellaneous Items Used

* Certain §park advance/retard control

« Canister and associated controi valve B
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N Positive Crankcase Venj]latlon (FCV)
System - ¥

System
* EGR function control valve (EGR.
. control valve) and: assemated!parts
: ~'EGRvalve” -
ZEGRvalvé cantrol solenold“’“ R

* Airpump . :
* Air control valves and dlstrlbution plpes

Systems .
L. Hoses, c\amps, flttmgs,
‘materials, tublng, brackets and

* Exhaust pipe {between exhaust
manifold and:catalyst): CATE
* Sensors, switches and valyes.

- Purge valve
- Purge solenoid . . -
- -Fuel filler cap-
21.  This is what Mazda’s Variable Valve Timing System looks like:
cylinder head
intake camshaft
exhaust camshaft

camshaft
actuator

camshaft
position

Sensor
rocker arm

intake valve

12.
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It is the upper end of the engine. In no way could anyone who understands auto mechanics and a
plain reading of these manufacturer warranties confuse this with a powertrain component.

22.  Mazda also knows — as Guthrie counsel should as well from their purported
“investigation” into Farina’s claim - that as a direct result of its defect(s), not less than five *(5)
other emissions components with the same limited warranty are also directly impacted — all on
the exhaust side or affecting same, and including, but not limited to, the PCV valve, EGR
components, and high energy spark plugs. (Doc. 105-"1, O’Keefe Declaration, Exhibit 14, pg.
29).

23.  Moreover, there are also several other emissions components necessarily affected,
including but not limited to the Catalytic Convertor, which warranty coverage expires at 80,000
miles. Id.

24. The extensive extended warranty literature attached as Exhibits to the valuation
expert’s report — including articles concerning Mazda’s extended warranties — clearly
demonstrate that no extended warranty is available for emissions systems. An extension of the
emissions warranty would provide coverage for the damaged emissions components. However,
Guthrie counsel and Mazda have negotiated a sham extension of the powertrain warranty which
has absolutely no impact on the affected emissions components.

25.  Most concerningly, like the public filings Farina unearthed— which Mazda claims
are irrelevant, impertinent and warrant Rule 11 sanctions - Mazda knows this and has known
this; and Guthrie counsel is either ignorant of this situation or deliberately misleading the class,
to its own remunerative benefit.

26. Contrary to its obligations to the Court and the putative class - as plainly reflected

within the fee petition itself — Guthrie Counsel could not be bothered to do anything but give the

13.
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subject claims away for free because Mazda’s offer was a “a bird in hand,” See, Rules
23(e)(2)(A) and 23(e)(2)(B)(requiring the court to evaluate whether "the class representatives
and class counsel have adequately represented the class" and whether "the proposal was
negotiated at arm's length." Fed. R. Civ. P. 23(e)(2)(A)-(B)), Tuttle v. Audiophile Music Direct
Inc., 2023 U.S. Dist. LEXIS 81327, *11-12 (W.D. Wash., 2023)

27.  For plaintiffs to have brokered a fair settlement, “they must have been armed
with sufficient information about the case to have been able to reasonably assessed its strengths
and value. Similarly, for a court to approve a proposed settlement, [t]he parties must . . . have
engaged in sufficient investigation of the facts to enable the court to 'intelligently make . . . an
appraisal' of the settlement." Acosta v. Trans Union, LLC, 240 F.R.D. 564, 582-583, (C.D. Cali.,
2007) citing Polar Int'l Brokerage Corp. v. [*583] Reeve, 187 F.R.D. 108, 114 (S.D.N.Y. 1999)
(quoting Plummer v. Chem. Bank, 668 F.2d 654, 660 (2d Cir. 1982)); see also, e.g., Carnegie v.
Household Int'l, Inc., 371 F. Supp. 2d 954, 957 (N.D. I11. 2005).

28.  In considering a proposed settlement, a court therefore bears an obligation to
evaluate the scope and effectiveness of the investigation plaintiffs' counsel conducted prior to
reaching an agreement. See In re Mego Fin. Corp. Sec. Litig.,, 213 F.3d 454, 459 (9th Cir.
2000). "No one can tell whether a compromise found to be 'fair' might not [**64] have been
'fairer' had the negotiating (attorney) possessed better information or been animated by undivided
loyalty to the cause of the class." In re GMC Engine, 594 F.2d at 1125 n.24; see also Reynolds
v. Beneficial Nat'l Bank, 260 F. Supp. 2d 680, 695 (N.D. Ill. 2003) ("Without adequate
representation by plaintiffs' counsel, it is impossible to evaluate the chances of plaintiffs

obtaining a greater recovery than under [the proposed] settlement . . . .").
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29.  Herein, Guthrie counsel’s fee application confirms that they conducted next to no

discovery before settling and demonstrates a ‘reverse auction’ occurred.
30. To wit, a recapitulation of the expense exhibit submitted by Lemberg Law is

telling as to the chronology and the total lack of effort by class counsel to represent absent class

members:
Valuation expert fees — Hemming Morse, LLP $17,186.50
JAMS fees — original settlement session, May 2023 - $6,475
fee negotiation session May 2024 - 6,585 13,060.00

Travel expenses 4,436.85
Court fees 2,495.23
ATC of Florida (Darren Manzari — auto expert) 1,986.67
Deposition transcript 1,764.73
Miscellaneous out of pocket 107.03

Total expenses $41,037.01
31.  Very little travel was made — indeed, the dated travel expense entries coincide

with four key dates, none of which involve discovery:

e _the initial October 2022 hearing before the Court, when attorney Lemberg announced
that he had worked with Mazda counsel previously and that this would be a settlement
class;

e travel to California for the May 2023 mediation session, which subsequently resulted
in the JAMS mediator negotiating the term sheet to ‘take care of Farina.’

e travel to California for the March 11, 2024 preliminary approval hearing.

e travel to California for a second mediation concerning the fee/expenses deadlock,
resulting in the mediator 'recommending’ the $2,035,000 combined amount for fees
and expenses.

There was no travel for discovery — the sole deposition in this litigation of a 30 (b) (6) witness

was done remotely, with a $1,764.73 court reporter fee. In fact, the fee petition’s only
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documented discovery expense is for a sole transcript.® The largest expense — payment to
valuation expert Hemming Morse LLP — was to develop a value for the irrelevant powertrain
warranty extension and the value of repairs. And Mazda specifically has stated that it does not
endorse or agree to Plaintiff’s valuation of the settlement. Finally, a minor amount ($ 1,986.67)
was paid to a Florida based automotive consultant who Guthrie counsel has described to the court
as an ‘expert’ he consulted but who has not provided any expert report.

32.  No time sheets have been provided to the Court substantiating the hours set forth
by each individual attorney and the categorization of that time. However, based on the case
docket, the description of the time spent with class members and the lack of discovery expense,
it seems clear that little effort was put into researching the facts concerning the claims asserted —
and as Guthrie counsel has admitted - no effort was made in researching the facts underlying the
claims asserted in Farina

33.  Moreover, the parties appear to have failed to properly inform the mediator or the
valuation expert (1) of Farina’s actual claims, (2) his objections hereto, (3) why, and (4) as to
what was disclosed in Mazda’s own public filings as reviewed and certified by its external
auditor, KPMG.

34.  Farina is certain of this because (1) he has repeatedly asked for what information

about his claims was provided to the mediator without success*; (2) Guthrie counsel has

3 Only portions of the transcript of the sole deposition have been submitted to the Court, provided
to the valuation expert, and posted on the class website. Plaintiff has requested, and been denied,
a complete copy of that transcript and copies of exhibits used at that deposition.

* Farina has an outstanding request for permission to serve discovery (Doc. No. 112, 112-1) that
he intends to renew since the information sought goes directly to Fairness and Adequacy of
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steadfastly refused to provide clear Notice to the class as to what rights they are expected to
release; and (3) Guthrie, in his response to Farina’s Motion to Intervene, has attached and relied
upon Farina’s first complaint, rather than the noticed, operative Amended Complaint which
contains “unique” claims that the class is expected to release for nothing. But which cannot be
brought by Guthrie,
V. GUTHRIE COUNSEL HAS REPEATEDLY REFUSED TO PROVIDE NOTICE
TO THE CLASS OF THE FARINA CLAIMS THEY ARE RELEASING

35.  Farina notes that he is before this Court because Guthrie counsel — unilaterally
determining Farina’s claims were worthless and, working with Mazda to find a North Carolina
resident who had leased and already turned in, a class vehicle - stipulated to a release of all said
claims without Notice to the absent class thereof, admittedly intending to render Farina a class
of one. Farina sought an amendment to the Notice which would advise absent class members of
the rights they were waiving unless they opted out. This request morphed because — in response
to claims Guthrie and Mazda have made to this Court — Farina dared to ask for the backup that
shows why his “unique” claims are to be released without any consideration or notice to the
absent class.

36. On March 11, 2024, upon GRANTING Preliminary Approval, the Court took at

face value the settling parties’ representations that one of Farina’s options was having his filings

Representation. In this process, a reviewing court must evaluate "whether a proposed settlement
is fundamentally fair, adequate, and reasonable." Staton, 327 F.3d at 952 (internal quotation
marks and citations omitted). Acosta @ 564, 573

17.
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objecting to the Settlement, seeking to intervene and discovery surrounding its terms releasing
his claims would be posted on the settlement website.

37. On May 16, 2024, Farina emailed the Settlement Administrator requesting same
be posted on the settlement website:

Settlement Administrator/Counsel:

Pursuant to the terms of the Preliminary Approval Order — as confirmed at hearing before the
Court at the Preliminary Approval Hearing held March 11, 2024 (see, Transcript of March
11, 2024 Preliminary Approval Hearing at pp. 20-21), attached please find Francis. J.
Farina’s (1) Motion to Intervene and (2) Objections — with all attachments, and (3) a copy of
the Docket as of May 16, 2024 — all of which we expect will be uploaded to Important
Documents | Guthrie et al. v. Mazda Motor of America, Inc.
(mazdavalvestemsealsettlement.com) not later than noon Friday, May 17, 2024.

All of the subject documents are available via this drop box link for sixty (60) days here
from. https://www.dropbox.com/scl/fo/z8ai5fgikzexls5069mao/AIXnE3ZviGSeSirTiU
Nuof0?rlkey=utgqukes7rejwuarOgicu341&dI=0

Should you have any further questions, please do not hesitate to contact me directly.

38.  In response, “the Parties” conferred and determined that they would only post
Doc. No. 107 — despite its reference and incorporation of the remaining, integrated filings — and
refused to post any other documents (including the Declarations of Francis J. Farina or Joseph
A. O’Keefe, Esq., which contents are cited extensively throughout Doc. 107).

39.  Asnoted in Chavez v. PVH Corp., 2015 U.S. Dist. LEXIS 17511, *13-14 (N.D.
Cali., 2015), notice to class members must notify the class members that they may be releasing
claims based on facts not alleged in the operative complaint, or alert class members to the
existence of the related actions, or the settlement notice is inadequate sufficient enough
to deny final approval of the settlement.

40.  Herein, “the Parties” have acknowledged that they collaborated to limit the

postings regarding the settlement to select self-serving documents.

18.
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41. This is particularly disturbing as the subject fee petition demonstrates little to no

effort was put into actual investigation of the class’s actual claims as there was essentially no
discovery conducted.

42.  Federal courts are to be “inherently skeptical of pre-certification settlements,
precisely because such settlements tend to be reached quickly before the plaintiffs' counsel has
had the benefit of the discovery necessary to make an informed evaluation of the case and,
accordingly, to strike a fair and adequate settlement.” In re GMC Pick-Up, 55 F.3d
788; Weinberger v. Kendrick, 698 F.2d 61, 73 (2d Cir. 1982); Polar Int'l Brokerage Corp., 187
F.R.D. 108, 113 (S.D.N.Y. 1999) ("An early settlement will find the court and class counsel less
informed than if substantial discovery had occurred. As a result, the court will find it more
difficult to access the strengths and weaknesses of the parties' claims and defenses, determine the
appropriate membership of the class, and consider [**69] how class members will benefit from
settlement.") (quoting Manual for Complex Litigation 2d § 30.45 (3d Ed. 1995)).

43. This case exemplifies the need for such skepticism particularly as counsel is
seeking a significant fee for essentially doing nothing to investigate the claims yet negotiating
away Farina’s “unique” claims without any consideration or compensation and without proper
Notice to the class or basis, therefore.

44, The Court in Chavez found the settlement was not adequate because the notice
packets sent to class members did not provide them with sufficient notice of the scope of released
claims and under Ninth Circuit precedent, potential members of a settling class must receive the
""best notice that is practicable under the circumstances' of the settlement. Chavez v. PVH Corp.,
2015 U.S. Dist. LEXIS 17511, *19-20, citing, Shaffer v. Cont'l Cas. Co., 362 F. App'x 627, 631
(9th Cir. 2010) (quoting Fed. R. Civ. P. 23(c)(2)(B)). "Notice is satisfactory if it 'generally

19.
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describes the terms of the settlement in sufficient detail to alert those with adverse viewpoints to
investigate and to come [*20] forward and be heard."" Churchill Vill., L.L.C. v. Gen. Elec., 361
F.3d 566, 575 (9th Cir. 2004) (quoting Mendoza v. United States, 623 F.2d 1338, 1352 (9th Cir.
1980)).

45.  Notice is not adequate if it misleads potential class members. Id. citing Molski v.
Gleich, 318 F.3d 937, 952 (9th Cir. 2003), overruled on other grounds by Dukes v. Wal-Mart
Stores, Inc., 603 F.3d 571 (9th Cir. 2010).

46.  Herein the silence as to Farina’s claims is deafening. This is particularly

troubling as Guthrie counsel agreed to a release thereof without proper discovery or investigation,

for no consideration, and, instead, bargained for an extended warranty that specifically excludes

the acknowledged defective part as well as the actual affected systems. Reynolds v. Beneficial

Nat'l Bank, 260 F. Supp. 2d 680, 695 (N.D. Ill. 2003) ("Without adequate representation by
plaintiffs' counsel, it is impossible to evaluate the chances of plaintiffs obtaining a greater
recovery than under [the proposed] settlement . . . ."), See also, MCL 4th § 21.61, text at n.952
and sources cited therein, Figueroa v. Sharper Image Corp., 517 F. Supp. 2d 1292, 1321 (S.D.
Fla. 2007)( Rejecting a “Third Amended Settlement Agreement” in part because the defendant
“selected counsel confronted with a most precarious position . . . and then proceeded to offer and

convince Class Counsel to accept highly undesirable terms to settle the case.” It was further held

20.
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that determining whether a reverse auction might have occurred requires information about all

litigation dealing with the subject of the dispute).®

WHEREFORE, Francis J. Farina, on behalf of himself and all others similarly situated,
hereby OBJECTS to the requested fee and subject settlement and requests a hearing forthwith on
the matters contained herein that form the basis of his objections prior to the final approval

hearing.

Dated: San Francisco, California Respectfully submitted,
May 22, 2024

By:s/Lyn R. Agre

Lyn R. Agre (SBN 178218)

44 Montgomery Street, Suite 2410
San Francisco, CA 94104

Tel.: (415) 599-0880
lagre@glennagre.com

THE DIGUISEPPE LAW FIRM, P.C.
Raymond M. DiGuiseppe (SBN 228457)
116 N. Howe Street, Suite A

Southport, NC 28461

(910) 713-8804

law.rmd@gmail.com

BAKER LAW GROUP, LLC

Joseph A. O’Keefe (pro hac vice forthcoming)
7035 Campus Drive, Suite 702

Colorado Springs, CO 80920

Phone Number: (303) 862-4564
joseph@bakerlawgroup.com

> Hence, coming full circle, why Farina has asked for permission to serve Discovery (Doc. No.
112, 112-1) and intends to renew his request for a hearing on same prior to the final approval
hearing date.

21.
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CERTIFICATE OF SERVICE

following:

Jahmy Stanford Graham

Priscilla Szeto

Amber Hendrick

Nelson Mullins Riley and Scarborough LLP
19191 South Vermont Avenue Suite 900
Torrance, CA 90502

424-221-7400

Fax: 424-221-7499
jahmy.graham@nelsonmullins.com
priscilla.szeto@nelsonmullins.com
amber.hendrick@nelsonmullins.com

Of Attorneys for Defendants

I hereby certify that on May 22, 2024, a true and correct copy of the foregoing was
electronically filed and served, pursuant to 28 U.S.C. § 1746, via CM/ECF, addressed to the

Trinette Gragirena Kent

Lemberg Law LLC

1100 West Town and Country Road Suite
1250

Orange, AZ 92868

480-247-9644

Fax: 480-717-4781

tkent@lemberglaw.com

Of Attorneys for Plaintiffs

Joshua Markovits

Sergei Lemberg

Lemberg Law LLC

43 Danbury Road, 3rd Floor
Wilton, CT 06897
203-653-2250

Fax: 203-653-3424
jmarkovits@lemberglaw.com

By:

22.

slemberg@lemberglaw.com
Of Attorneys for Plaintiffs

s/Lyn R. Agre
Lyn R. Agre (SBN 178218)
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RETAIL INSTALLMENT SALE CONTRACT
' SIMPLE FINANCE CHARGE
THIS IS A CONSUMER CREDIT DOCUMENT

203 HOBES 5T

MECKLENBURG

DAVIDSON, NC 28036

Buyer Name and Address
{Including County and Zip Code)
FRANCIS JOSEPH FARINA

Seiler-Creditor (Name and Address)
KEFFER MAZDA
13307 Statesville Rd
Huntersville, NC 28078

Co-Buyer Name and Address
{Including County and Zip Gode)

N/A

You, the Buyer (and Co-Buyer, if any}, may buy the vehicle below for cash or on credit. By signing this contract, you choose 1o buy the vehicle
on credit under the agreements in this contract. You agree to pay the Seller - Creditor (sometimes “we" or “us” in this contract) the Amount Financed
and Finance Charge in U.S. funds according to the payment schedule below. We will figure your finance charge on a dally basis. The Truth-in-Lending
Disclosures below are part of this contract.

New/Used Year Maks and Model Vehicle Identification Nurnber Primary Use For Which Purchased
Personal, family, or household unless
otherwise indicated below
1 business
NEW 2021 MAZDA MAZDAG JMIGL1TYEM1605719 CJagricutoral [ N/A
FEDERAL TRUTH-IN-LENDING DISCLOSURES NOTICE: ANY HOLDER OF THIS
ANNUAL FINANCE Amount Total of Total Sale CONSUMER CREDIT CONTRACT IS
PERCENTAGE CHARGE Financed Payments Price
RATE The doflar The amountof | The amyc':unt you will] The total cost of SUBJECT TO ALL CLAIMS AND
The cozt of amousnt the credit provided | have paid aé’ler Kou your purchase on DEFENSES WHICH THE DEBTCR
your credit as credit will to you or have made al credit, including
a yearly raie. cast you. aon yoﬁr behalf, payments as your down COULD ASSERT AGAINSTTHE SELLER
scheduled. payment of OF GOODS OR SERVICES OBTAINED
...2808.0¢ ol |PURSUANT HERETO OR WITH THE
0.00 o, $ ) 0.00 $ 30,000,800 $ 30,000.00 $ 32,808.0{}_ PROCEEDS HEREOF. RECOVERY

Your Payment Schedule Will Be:

HEREUNDER BY THE DEBTOR SHALL

(2) means an estimate

NOT EXCEED AMOUNTS PAID BY THE

Number of Amount of When Paymenis
Payments Payments Are Tlue DEBTOR HEREUNDER.
60 $ 50000 MONTHLY beginning __ 06/10/2021 The preceding NOTICE applies only to
goods or services obtained primarily for
A5 NA NIA personal, family, or household use. In all
other cases, Buyer wili not assert against
N/A

any subseguent holder or assignee of this
contract any claims or defenses the Buyer

of 1500

Late Charge. If payment is not received in full within _ 10

Prepayment. If you pay early, you will not have to pay a penaity.

Security Interest. You are giving a security interest in the vehicle being purchased.

Additional Information: See this coniract for more information including information about nonhpayment,
default, any required repayment in full before the scheduled date and security interest.

(debior) may have against the Seller, or
against the manufacturer of the vehicle or
equipment obtained under this contract.

. days after it is due. you will pay a late charge

Returned Check Charge: You agree to pay a charge of
$ 35.00 if any chack you give us is dishenored.

Inss or damage to the vehicis (colision, fire, theft, concealment, skip}. YS! insurance s for the Creditor’s sofe protection. This insurance does not protect your Interestin the vehicle. You may choose
the insurance company through which the VSt insurance is obtained. if you siec! to purchase VS| insurance through the Creditor, the cost of this insurance is §
i5 also shown in item 4B of the ltemization of Amount Financed. The coverage is for the initial tarm of the contract.

and

Term

N/A

OPTIONAL GAP CONTRACT. A gap contract {debt canceliation contract) is not required to obtain credit and wili not be provided unless you sign below and agree
to pay the extra charge. i you choose o buy a gap contract, the charge is shown in Item 4D of the ltemization of Amount Financed. See your gap contract for
details on the terms and conditions if provides. it is a part of this contract,

Mos. N/A

Buyer Slgns X N/A

I want to buy a gap contract.

Name of Gap Contract

Buyer Signs X

da @b

Co-Buyer Signs X VA LAW 553-NC-gps 10/19 vl Page 1ot4
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ITEMIZATION OF AMOUNT FINANCED #6280 hsurance: Yoli may duy tf}e% ysical damage
N A 952.79 34 922.79 insurance this contract requires from anyone you
1 Gash Price (including § - sales tax) $ =" ()] [choose or you may provide the required
insurance through an existing policy owned or
_ controlied by you. Insurance you provide must be
2 Total Downpayment = acceptable o us. You are not required to buy any
Frade-in__N/A other insurance to obfain credit unless the box
{Year) (Make} {Modal} indicating Vender's Single interest Insurance is
N/A required is checked below.
Gross Trade-In Allowance $ If any insurance is chacked below, policies
Less Pay Off Made By Selter to WA $ N/A or pertiﬁ'ﬁates from the named insurance com-
Equals Net Trade In : $ N/A panies wifl describe the terms and conditions.
+ Cagh $ 2,808.04 Check the insurance you want and sign below:
+ Ottrer A $ N/A Optional Credit Insurance
+ Other VA g N/A [ Credit Life: T Buyer 1 Co-Buyer [JBoth
+ Other NA ¢ N/A [ Cr.edit Disability: [ Buyer (JCo-Buyer [ Both
{If total downpayment is negative, enter *C” and see 41 balow) $. 280804 @ Premium: N/A
i i i 29,114.75 Credit Life §
3 Unpaid Balance of Cash Price (1 minus 2) 5 ' @ . NIA
4 QOther Charges Including Amounts Paid to Others on Your Behalf Credit Disability $ NIA
(Selter may keep part of these amounts): ﬁ?;rance Company Name
A Cost of Optional Credit Insurance Paid to Insurance Company or Companies,
Life NIA Home Office Address N/A
I A
Disapilit NIA N/A N/
Il’\’ - . § 5 y Credit life insurance and credit disability insurance are
B Vendor's Single Interast Insurance Paid Io Insurance Company $ N/A not required to obtain credit. Your decision to buy ar nt to
C Other Opiional [nsurance Paid to Insurance Company or Companies $ N/A buy credit life insurance and credit disability insurance will not
D Optionat Gap Contract $ N/A be a factor in the credit approvat process. They will not be
. R B provided unless you sign and agree fo pay the exira cost. if you
E Official Fees Paid to Govemnment Agencies choose ihis insurance, the cost is shown in ltem 4A of The
N/A $ N/A ltemization of Amount Financed. Credit il insurance is based
F Government Taxes Not fncluded in Cash Price onyour original payment schedute. This insurance may nol pay
NIA N/A all you owe on this coniract if you make late payments. Gredit
$ disability insurance does not cover any increase in your
G Governmeni License and/or Registration Fees payment or in the number of payments. Covarage for credit life
N/A insurance and credit disability insurance ends on the original
due daie for the fast payment unless a different term for the
LICENSE AND/OR REGISTRATION FEES $ 30.75 insurance is shown balow.
H Government Certificate of Tile Fees 4 56.00
1 Other Charges {Seller must identify who is paid and deseribe purpose)
i VA for Prigr Credit or Lease Balance  § N/A
1o KEFFER MAZDA sor DEALER ADMIN FEE $ 789.50
10 NIA for N/A : 3 N/A Other Optional Insurance
o NA for NIA $ NIA - :WA :”A
o NIA for NIA g /A Type of insurance A 2rm
1o NIA for NIA s N/A Premium § 7
i N/A sor N/A $ N/A tnsurance Company Name NrA
1o NIA for NIA $ NIA N/A
1oN/A tor NIA s N/A Home Office Address T
1oN/A for NIA $ N/A
M N/A N/A
1oN/A for N/A 4 N/A, (- = T o
o A or NIA § NIA ype of Insurance A
nN/A for NVA $ N/A Premium § A
Totai Other Charges and Amouits Paid to Gthers on Your Behalf $ 885.25 14y nsurance Company Name ™y
5 Amount Financed (3 + 4) $ 30,000.00 (5 A
Home Cffice Address
™ . . s N . . - N[A
OPTION: (.} You pay r;\'o[ :nance charge if the ?maunt Financed, item 5, is pa;j ;n full on or before Otrer optional insurance 1s ?ft requin edl P relc!it. YOI;JI
N/A > dacision 1o buy or not buy other aptional insurance will not be
, Year SELLFR'S INITIALS __— a factor in the credit approval process. It will not be provided
unless you sign and agree to pay the extra cost.
| want the insurance checked above.
A N/A MN/A
Buyer Signature Date
X N/A N/A
Co-Buyer Sigrature Date
THIS INSUBANCE DOES NOT INCLUDE INSURANCE
ON YOUR LIABILITY FOR BODILY INJURY OR
PROPERTY DAMAGE CAUSED TO OTHERS.
WITHOUT SUCH INSURANCE YOU WMAY NOT
QOPERATE THIS VEHICLE ON PUBLIC HIGHWAYS.
4e 98-

Buyer Signs X

Co-Buyer Signs X N/A

ke . .
Cusiomer Lopy
LY
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1.  FINANCE CHARGE AND PAYMENTS

a.

How we will figure Finance Charge. We will figure the
Finance Charge on a dally basis at the Annual Parcentage
Rate on the unpaid part of the Amount Financed.

How we will apply payments. We may apply each
payment to the earned and unpaid part of the Finance
Charge, to the unpaid part of the Amount Financed and to
other amounts you owe under this contract in any order we
choose ag the [aw allows. .

How late payments or early payments change what you
must pay. We based the Finance Charge, Total of
Payments, and Totat Sale Price shown on page 1 of this
contract on the assumption that you will make avery
payment on the day it is due. Your Finance Charge, Total of
Payments, and Total Sale Price will be more if you pay lals
and less if you pay early. Changes may take the form of a
larger or smaller final payment ar, at our option, more or
fewer payments of the same amount as your scheduled
payment with a smaller final payment. We will send you a
notice teiling you about these changes before the final
scheduled payment is due.

You may prepay. You may prepay all or part of the unpaid
part of the Amount Financed at any time without penalty. If
you do so, you must pay the earned and unpaid part of the
Finance Charge and all other amounts due up to the date
of your payment.

2. YOUR OTHER PROMISES TO US

a.

Buyer Signs X

If the vehicle is damaged, destroyed, or missing.
You agree to pay us all you owe under this contract even if
the vehicle is damaged, destrayed, or missing.
Using the vehicle. You agree not to remove the vehicle
from the U.S. or Canada, or to sell, rent, lease, or transfer
any interest in the vehicle or this contract without our
written permission. You agree not to expose the vehicle to
misuse, seizure, confiscation, or involuntary transfer. if we
pay any repair bills, sterage bills, taxes, fines, or charges
cn the vehicle, you agres to repay the amount when we ask
for it.
Security Interest.
You give us a securily interest in;
+ The vehicle and all parts or goods installed in it;
+ Allmoney or goods received {proceeds) for the vehicle;
+ Allinsurance, maintenance, service or other contracts
we finance for you; and
« All proceeds from insurance, mainienance, service or
other contracts we finance for you. This includes any
refunds of premiums or charges from the contracts.
This secures payment of all you owe on this contract. It alsc
sacures your other agreements in this contract. You will
make sure the title shows our security interest (lien) in the
vehicle. You will not allow any other security interest to be
piaced on the title without our written permission.
insurance you must have on the vehicle.
You agree to have physical damage insurance covering
loss of or damage io the vehicle for the term of this contract.
The insurance must cover our interast in the vehicle. You
agree to name us on your insurance policy as an additional
insured and as loss payee.  you do not have this
insurance, we may, if we choose, buy physical damage
insurance. If we decide to buy physical damage insurance,
we may either buy insurance that covers your interest and
our interest in the vehicle, or buy insurance that covers only
ouwr interest. If we buy either type of insurance, we will tell
you which type and charge you must pay. The charge will
be the premium for the insurance and a finance charge
computed at the Annual Percentage Rate shown on page
1 of this conhtract.

gL
g Co-Buyer Signs X NA

If the vehicle is lost or damaged, you agree that we may use
any insurance settlement o reduce what you owe or repair
the vehicle.

e. What happens to returned insurance, maintenance,
service, or other contract charges. If we obtain a refund of
insurance, maintenance, service, or other contract charges,
you agree that we may subiract the refund from what you
owe.

iFYOU PAY LATE OR BREAK YOUR OTHER PROMISES

a. You may owe late charges. You will pay a iate charge on
each late payment as shown on page 1 of this contract.
Acceptance of a late payment or 1ate charge does not excuse
your late payment or mean that you may keep making late
payments. [f you pay late, we may also take the steps
described below.

b. Youmay have to pay all you owe at once. If you break your
promises (defauli), we may demand that you pay all you owe
on this contract at once. Default means:

s You do not pay any payment on time;

= You give false, incomplete, or misleading information
during credit application;

s You sitart a proceeding in bankruptey or one is started
against you or your property; of

*  You break any agreements in this contract.

The amount you will owe will be the unpaid part of the

Amount Financed plus the earned and unpaid part of the

Finance Charge, any late charges, and any amounts due

because you defaulted.

¢. You may have to pay collection costs. If we hire an
attorney to collect what you owe, you will pay attorney’s fees
and court costs, as the law allows. The maximum attorney’s

fee you will pay will be 15% of the amount you owe.

d. We may take the vehicle from you. if you default, we may
take (repossess) the vehicle from you if we do so peacefully
and the law allows it. If your vehicle has an'electronic tracking
device (such as GPS), you agree that we may use the device
to find the vehicle. H we take the vehicle, any accessories,
equipment, and replacement paris will stay with the vehicle.
If any personal items are in the vehicle, we may store them
for you. If you do not ask for these items back, we may
dispose of them as the law allows.

e. How you can get the vehicle back if we iake it. If we
repossess the vehicle, you may pay to get it back (redeem).
We will tell you how much to pay to redeem. Your right 1o
redeem ends when we sell the vehicle,

f. . We will sell the vehicle if you do not get it back. if you do

not redeem, we will selt the vehicle. We will send you a written
notice of sale before selling the vehicle.
We will apply the money from the sale, less allowed
expenses, to the amount you owe. Allowed expenses are
expenses we pay as a direct result of taking the vehicle,
holding it, preparing it for sate, and selling it. Attorney fees
and court costs the law permits are also allowed expenses.
If any money is left (surplus), we will pay it to you unless the
law requires us to pay it to someone else. If monay from the
sale is not enough to pay the amount you owe, you must pay
the rest to us. If you do not pay this amount when we ask, we
may charge you interast at a rate not exceeding the highest
{fawful rate uniit you pay.

LAW 553-NC-eps 10/19 vl Page 3of4
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nance, service, or other contracts. This contract ma?E 6282

contain charges for oplional insurance, maintenance,
service, or other contracts. If we demand that you pay ait
you owe at once or we repossess the vehicle, we may
claim benefits under these contracts and cancal them to
obtain refunds of unearned charges 1o reduce what you
owe or repair the vehicle. If the vehicle is a total loss
because it is confiscated, damaged, or stolen, we may
claim bensfits under thase contracts and cancel them to
obtain refunds of unearned charges to reduce what you
owe,

window form for this vehicle is part of this contract
Information on the window form overrides any contrary
provisions in the contract of sale.

Spanish Translation: Guia para compradores de vehicules
usados. La informacién gue ve en el formulario de la
ventanilla para este vehiculo forma parte del presenie
conirato. La informacion del formulario de ia ventanilia deja
sin efecto toda disposicidon en coniraric contenida en el
conirato de venta.

WARRANTIES SELLER DISCLAIMS

Unless the Seller makes an express warranty, or enters into
a service contract within 90 days from the date of this
contract, the Seller makes no warranties on the vehicle, and
there will be no implied warranties of merchantability or of
fitness for a particular purpose.

This provision does not affect any warranties covering the
vehicle that the vehicle manufacturer may provide.

SERVICING AND COLLECTION CONTACTS

You agree that we may try fo contact you in writing, by
e-mail, or using prerecorded/ariificial voice messages, text
messages, and automatic telephone dialing systems, as the law
allows. You also agree that we may try ta contact you in these and
other ways at any address or telephone number you provide us,
even if the telephone number is a cell phone number or the
contact results in a charge to you.

APPLICABLE LAW

Federal law and the law of the state of North Carolina apply to this
contract.

NO COOLING OFF PERIOD
State law does not provide for a “cooling off” or cancellation period for this sale. After you sign this contract,
you may only cancel it if the seller agrees or for legal cause. You cannot cancel this contract simply because
you change your mind. This notice does not apply to home solicitation sales.

The Annual Percentage Rate may be negotiable with the Seller. The Seller may assign this coniract
and retain its right to receive a part of the Finance Charge.

HOW THIS CONTRACT CAN BE CHANGED. This coniract contains the entire agreement betw(ffn you and us relating fo this contract. Any change to this
contract must be in writing and we must sign it. No oral changes are binding. Buyer Signs X . 222777 Co-Buyer Signs XNVA

If any part of this contract is not valid, all other parts stay valid. We may delay or refrain from enforcing any of our rights under this contract without losing
them. For example, we may extend the time for making some paymerits without extending the time for making oihers.

See the rest of this contract for other important agreements.

NOTICE TO RETAIL BUYER: Do not sign this contract in blank. You are entitled to a copy of the contract at the time
you s:gn Keep |t to protect your Iegal rights.

You agree to the terms of this contract. You confurm that before you s:gned thls contract, we gave lt to you, and you were
free to take it and review it. You confirm that you received a completely filled-in copy when you signed it.

8. .
Buyer Signs X _ _ &4 Date 04/26/2021 Co.Buyer Signs XN/A o Date .. NA
Buyer Printed Name FRANCIS JOSEPH FARINA Co-Buyer Printed Name
i the "business” use box is checked in "Primary Use for Which Purchased”. Print Name N/A Tite NA

Co-Buyers and Other Owners — A co-buyer is a persan who is responsible for paying the enfire debt. An other owner i'a person whose name s on tha fitle to the vehicle but does not have
to pay tha debt. The other owner agrees 1o the security inferest in the vehicle given to us in this contract.

Other owner signs here XN/A Address NA
Seller signs KEFFER MAZDA Date 04/26/2021 By X _ =TT Thia

Selier assigns its interest in this contract to TOYOTA MOTOR CREDIT CORPORATION
%] Assigned without recourse

{Assignes) under tha tarms of Sefler's agreement(s) with Assignee.
[ Assigned with limited recourse

{] Assigned with recourse
Seller KEFFER MAZDA
By X = maT Title

JLAVY' FORM NO. 553-NC-eps wev 019

€2019 The Reynolds ani Reynaids Company
THERE ARE NO WARRANTIES, EXPRESS OR IMPLIED, AS TO CONTENT OR FITNESS FOR PURFOSE OF THIS FORM.
CONSHLT YOUR OWN LEGAL COUNSEL.

LAW 553-NC-eps 10/19 vi  Page 4 of 4
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VEHICLE PURCHASE AGREEMENT

Filed 05/22/24 Page 6 of 10 Page ID

04/26/2021

auversname FRANCIS JOSEPH FARINA AT
CO-BUYER™S NAME
spoRegs 203 HOBBS 5T crrvssrate DAVIDSON | NG 7728036 pHoNE (1 04)997-5215
M MLTUEALAW@AOF.COM saLeseersonisDAVID BOEHM _
VEHICLE INFORMATION
PLEASE ENTER MY ORDER FOR THE FOLLOWING El NEW [i UsED [ IDEMONSTRATOR VIN sTockne
T e ' ' R - UM1GL1TYSM1605719 M16630X
EAR MAKE WIDEL 7 TYPE COLCR MILEAGT TRUCK GvwW
2021 |MAZDA MAZDAG GRAND TOURING AJBLUE 337 N/A
TRADE-IN INFORMATION
VEAR MAKE MODEL CASH SALES PRICE 20,970.00
N/A N/A N/A
VIN NFA N/A
N/A NIA N/A
v T, A
S;D TAG NO. VALD NG EXP. DATE SUBTOTAL 2057000
. SERVICE AGREEMENT TAX N/A
PAYOFF TO -
NJA 1. CASH PRICE INCLUDING SALES TAX 31,922.79
STREET ADDRESS DOWN PAYMENT SECTION
INTA :
CITY/STATE ZiP ACCOUNT NO GROSS TRADE ALEOWANCE
. N/A N/A LESS PAY OFF MADE BY SELLER
TITLE IN NAME OF PAYOFE AMIGUNT EGUALS NET TRADE IN
N/A
PAY OFF ARCIUNT GOOD LNTIL ZLIENS + CASH DOWN PAYMENT 2,808.04)
M/A N/A + CUSTOMER REBATE N/,
LIEN lNFoRMATIoN 2 IF TOTAL DOWN PAYMENT IS NEGATIVE, ENTER O™ SEE SELOW 6} 2‘80804
LIEN HOLDER 3. UNPAID BALANCE OF CASH PRICE (1 MINUS 2} 29.114.75
TOYOTA MOTOR CREDIT CORPORATION ;
4,
STRERT ADDRESS ADMINISTRATIVE FEE 780.50
PO BOX 105386 5. OTHER OFFICIAL FEES PAID TO GOVERNMENT AGENCIES 05.75
CITY/STATE ar &, AMOUNT PAID TO;F-T TEGATVE EQDITH LA CALARLGE N/A
ATLANTA L GA 30343 OTHER CHARGES TNCL. AMOUNTS PA:ID T;) OTHERS ON YOUR BEHALF
{SELLER MAY KEEP PART OF THESE AMOUNTS)
INSURANCE INFORMATION FOR CREDIT LIFE N/A
LIAR. / COMPANY POLICY NO. FOR CREDIT DISABILITY N/A
STATE FARM 1932160C2833E
ER TRACT
COLL 7 COMPANY POLICY NO O NA FOR SERVICE CGN_ RAC N/A
STATE FARM 1932160C2833E TO NIA FOR MAINTENANCE N/A]
AGENT NAME AGENT ADDRESS TO NIA FOR GAP N/A
ROGER OCONNELL M52 S MAIN STREET STE 100
LIABILITY INSURANCE COVERAGE FOR BODILY INJURY AND PROPE ™ FOR NA
L R R] RTY ‘ —
DAMAGE CAUSED TO OTHERS IS NOT INCLUDED 7. T R ke oo wOUR BENALY 285.25)
8. TOTAL UNPAID AMOUNT FINANCED (3:4+5+8+7) 30,000.00

PURCHASER(S) HAS READ THE TERMS AND CONDITIONS ABOVE, ON THE REVERSE SIDE HEREOF AND IN ALL ASSOCIATED DOCUMENTS SIGNED BY
PURCHASER(S) AND IT IS UNDERSTOOD AND AGREED THAT ALL SUCH TERMS AND CONDITIONS ARE MADE A PART OF THIS PURCHASE/LEASE
AGREEMENT WITH THE SAME EFEECT AS IF THEY WERE PRINTED ABOVE THE PURCHASER'S SIGNATURE.

dagb

BUYER'S SIGNATURE DATE 04/26/2021
COBUYER'S SIGNATURE pare N/A

ACCEPTED BY KEFFER KIA o

BY : e DATE 0412672021

PAGE 1 OF3 KEFF-KE3BO (9/202()

a <, ijo, P -,
Cusmmer Dony
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AGREEMENT TO ARBITRATE DISPUTES #6284

The Iollowing Agresment to Avbitrate Disputes can significantly affect your nghts in any dispute with us. Flease read it carefully before signing this Contract.

1. EiTH"R YOU OR WE MAY CHODSE TO HAYE ANY DISPUTE BETWEEN US DECIDED BY ARBITRATION AND NOT IN COURT OR BY JURY TRIAL

2 IF ADISPUTE IS ARBITRATED, YOU WILL GIVE UP YOUR RIGHT TO PARTICIPATE AS A CILASS REPRESENTATIVE OR A CLASS MEMBER ON ANY CLASS CLAIM YOU MAY HAVE AGAINST U3
INCLUDING ANY RGHT TO CLASS ARGITRATION OR ANY CONSCLIDATION OF INDIVIDUAL ARBITRATIONS,

3 DISCOVERY AND RIGHTS TO APPEAL IN ARBITRATION ARE GENERALLY MORE LIMITED THAM IN A LAWSUIT, AND OTHER RIG.H'I-'S THAT YC‘U ANDWE WOULb HAVE IN COURT MAY NOT
BE AVAILABLE IN ARBITRATION

Any and all dlaime or disputes of any kind, whether :n contract, tort, statute o1 othenwise including the intsrpretation ard scope of this clause, and the srbitrabiity of the claim or dispute), between
you and us or our employees or agents which arise out ol or relate Lo any advertiseent, representation or warranty, or your credil application, this contract or any resuiting transaction o7 retationship
shall, at your or our election. be resolved by neutral, binding arttration and rot by 3 court artion, unless stherwise provided herein. This Agreement to Arbitrate Dispates shall not apply to any claims
you may have aganst a lender who accepts assigrment of your ratail installment sales cantract. Any daim.or dispute is to ba arbitrated by a single arbitrator on an individual basis and not 25 a class
action. You axpressly waive any right you may have to arbitrate a class action or to proceed es a private attormay general. You or we may choose one of the foltowing arbiteation organizanens and ste
applicable risles: the Amenican Arbitravon Asseciation twwyadrorgl, the Mational Arbitration Forum fwww.arb-farurn.com), JAMS {svnvjamsadrcom? er any other widely recognized arbitration
oroanization. Yol may obtain a copyof the rales of these organizaticns by contacting the arbitration organization or visiting its website.

Arbigratons shall be atameys ar retired judges and shall be sclacted pursuant to the applicaizle rufes. The arbitretor shall apply gaverning substantive law in making ar award. The acbitraton heading
shall b conducted in the federal district i which you reside. We will pay your filing. servien or case managament fee and your arbiteater or Rearing fee up to 2 maximum of 51,500 We shalt slso pay
any additional amourt of such fees that the arbitrator deterrines we must pay in order to make this Agreement to Arbitrate Disputes enforceable. Each party shall ba responsible for its own atiomney,
axpert, and other facs, uniess swarded by the arbitrator under applicable law. The arbizamn’s award shall be final and binding on all parties. except that the losing party may requesi & newr arbiration
under the rules of the arbitration crganization by a threc-party panel ¥ allowed by such sules. If any provision under this Agreement to Arbitrate Disputes, other than waivers of dass action rights, is
dremed o found to be unenforceable for any reason. the remainder shall remain anforcoabla. This Agreement to Arbitrate Dispuies, and any arbitration conducted hereunder, shall Be governed by
the Federal Arbitration Act 7 US.C# 1, et seq.) Ay court having jurisdiction may erter judgment on the arbivator's award . You and we retain any rights to self-help rernedios induding, but not
Tirmited te, repossession, invaluntany hankruptey petitions, the rdght of sev-off, resale, acceleration end cure. You and we further retain the right to seek indivickml rermudics in caurt for individual claims
o disputes only (4s opposedd 1w a class claim) so long as the amount in controversy is $4000.0¢ or less. W

Custorner initials acknowledging this Agresment containg an agresirent w arbitrate disputas,

DEALER MAY CHARGE AN ARMINISTRATIVE/PROCESSING FEE 1N THE AMOUNT SET FORTH ON THIS PURCHASEA EASE AGREEMENT.

DEALER MAY RECEIVE A FEE, COMMISSION, OR OTHER COMPENSATION FOR PROVIDING, PROCURING, OR ARRANGING FINANCING FOP THE RETAR LEASE OR PURCHASE QF A MOTOR
YEHICHE, FOR WHICH THE CUSTOMER MAY BE RESPONSIBLE.

NOTICE TO PLRCHASER(S): DO NOT SIGN THIS AGREEMENT UNTIL YOU READ IT. YOU ARE ENTITLED TO A COPY OF ALL AGRTEFMENTS AND/OR DOCUMENTS THAT YOU SIGN. yOU
ACKNOWEDGF RECFIFT OF A COMPLTTE COPY OF THIS AGREEMENT PRIOR TO COMTRACTING. THIS AGREEMENT 15 NOT BINDING UNLESS SIGNED BY AN OFFICER OR MANAGER OF
THE SELLER AND BY PURCHASER(S). YOU AGRET THAT THE ADDITIONAL TERMS AND CONDITIONS PRINTED QN THE BACK OF THIS DOCUMENT ARE A PART OF THIS AGREEMENT.
INMCLUDING PARAGRAPH 12 REFERRING TO NO WARRANTIES OF MERCHANTABILITY OR FITNESS, THE FRONT AND BACK OF THIS RETAIL PURCHASE/ LEASE AGREEMENT CONTAINS THE
ENTIRE AGREEMENT RELATED TO THIS PURCHASE AND NG OTHER AGREEMENTS, UNDERSTANDINGS OR SROMISES WILL BE RECOGNIZED UNLESS OTHERWISE AGREED TO IN WRITING
BY BOTH FURCHASER(S! AND SELLER

ORAL PROMISES ARE MOT ¥AUD AN¢ PROMISES OOR UNDERSTANDINGS NOT SPECIFIED IN WRITING 1 THIS AGREEMENT ARE NOT VALID AND SHALL NOT 8E COMSIDERED A PARY OF
THIS AGREEMENT UNLESS INCORPGRATED HEREIN BY REFERENCE

ADDITIONAL DOCUMENTS - YOU AGREE TG EXECUTE ADDITIONAL FORMS, CONTRACTS OR OTHER DOCUMENTS PREPARED I CONNECTION WITH THE PURCHASE. THOSE REQUIRED
BY THE VARIGUS PURCHASE DOCUMERNTS, ANY RETAIL INSTALLMENT OR CONSUMER CREDIT SALE OR LEASE CONTRACT QR THOSE REGUIRED BY FEDERAL ANDVOR STATE LAW, RULE GR
REQUIREMENT. THESE DGCUMENTS ARE INCORPORATED HEREIN BY REFEREMCE

AGE - BY EXECUTION OFTHIS AGREEMENT, YO CERTIFY THAT YOu ARE 18 YEARS OF AGE OR CLDER.

CONDITIONAL DELIVERY - iF THIS IS A CONDITIONAL RETAIL PURCHASE/LEASE AND SELLER 15 ASSISTING WITH FINANCE SCURCING, YOU ACKNOWLEDGE THAT THE SALE OF THE ABCVE
DESCRIBED YEHICLE 15 NOT FINAL Uf<TIL YOUR LOAN APPLICATION HAS BEEN APPROYVED BY A THIRD FARTY RNANCE SCURCE ACCEPTABLE TO SELLER, AND A RETAR INSTALLMENT OR
CONSUMER CREDIT SALE OR LEASE CONTRACT HAS BEEN FULLY EXECUTED WITH RESPECT TO THIS TRANSACTICN AND WE HAVE RECEIVED FUNDS FOR THE UNPAID BALANCE FROM
THE LENDER. IF A FINANCE SCURCE APPROVES YOUR LOAN, 1T MAY REQUIRE ADDITIONAL DOWN PAYMENT OR A CHANGE IN THE TERMS ORNUMBER OF PAYMENTS. IF CHANGES ARE
REQUIRED, YOU AGREE TQ KETURM TO SELLER'S PREMISES TO EXECUTE REVISED DOCUMENTS WITHIN THREE (3) WORKING DAYS OF NOTIFICATION. CHANGES REQUIRED BY THE
FINANCE SOURCE MUST B ACCEPTABLE T YOU AND US. YOU UNDERSTAND THAT WE D0 NOT REPRESENT OF IMPLY THAT YOUR LOAN APPLICATICN HAS BEEN APPROVED OR WILL BF
APPROVED BY EXECUTING THIS ASREEMENT OR PERMITTING YOU TO REMOVE THE VEHICLE FROM THE PREMISES.

IF THE FINANCE SGURCE DFCLINES fOUR LOAN APPLICATION ON THE TERMS AS SURMITTED, PARAGRAPH Z(a), PRINTED ON THE BACK OF THIS DOCUMENT SHALL APPLY. THE
ADDITICONAL TERMS AND CONDITIONS RELATED TO THE CONDITIGNAL DELIVERY OF THE ABCYE IDENTIIED VEHICLE AS SFT FORTH N PARAGRAPH 2(a) ON THE FEVERSE SIDE HEREOS
ARD, IF APPLICABRLE, FINANCE SOURCE IN THE SLRARATE COMDITIONAL DELIVERY AGREEMENT AND POWER OF ATTORNEY YOU HAVE EXECUTED ARE INCORPORATED HEREIN BY
REFERENCE.

ADDITIONAL TERMS AND CONDITIONS

1. As usad in this Agreement the tarms (o) "Seller” and "Deales” shall mean the authorized Desler to wham this Agreement is addressed; (b} "Purchaser™ shafl mean the party execuiing this
Agreamant as such on the face hereof; ic} “Subject Vehidle" refers o the vehicle listed on the face of this Agreement wihich Purchaser has agread to purchase or fease from Dealer {d) "Finance
Source™ refars ta one or more lending instititions o which Dealer has o will forwacd Purchaser's application for credit to fnance orleass the Subject Yehicle, and (e) “Manufacterer” shall mean
the Carporation that manafactured the vehicle ar chassis. Purchaser understands and agrees tha Seller is in no respect the agent of Manrufacturer, that Seller and Purchaser are the sole parlies
to this Agreemment and that reference to Manufacturer herein Is for the purpose of explaining genarally certain contractual relationships between Seller and Manufacturer or ceriain obligations
that may be owed to Purchaser by Manufacturer vith respect to the vehicle.

PAGE 20F 3 KEFF-KE3SBO (9/2020)
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2a).  In the event Finance Source notifies Dealer that Fnance Sowrca is, for any reason, refusing to finance Purchaser's purchase ar leasc of the Subject Vehicle on the terms as submittad Dealer shall

notify Purchaser wha shall be required to immediately return the Subject Viehicle 1o the daalership. In the event Purchaser refuses or otherwise fails to either pay in cash or s equivalent, o to
immediately return the Subject Vehicle w the dealership after Dealer has provided natice, Purcheser hereby agrees that Dealer shall at any time thereafter have the dght 10 repossass the Subjact
Vehicle without the Purchaser's knowledge or consent by any lawful means, and Purchaser shell thereupen b liable to Dealer for any and all costs incurred by Dealar in accomplishing such
repossession, incuding but act limited to Dedler's ressonable aitomey's fecs. Purchaser shait also be liable to Dealer for the cost of repairing aff demages to the Subject Vehicle which accurred
while in the Purchaser's possession. Purchaser and Seller further acknowledge and agres that if Purchaser(sh in as axecuted a conditional delivary agreement and pewer of attorney, such
agreemant is incorpal ated by reference into this Agreement and into any aprlicable retail installment sale ar lzasa contract ("RISCT), notwithstanding arder of execution or the existence of a
integration slsyse or any ether term in the RISC to the cantrarny.

2 Security Interest [ Mot Paid in Full - If you do not make payment in full for the vehichs i cash, trade-in or funds from a finance source, or any cambination thereof, you hereby agree this document
qrants us a security interest in the vehicle beaing purchased and any accassories. equiprment, and replacement parts installsad 1n the vahidle. As a result of the security interest. wa shall have a
lien an the vence and il rights of o secured party urder the faws of North Carolina and the Uniform Caenmercial Cade, including 2ff rights of repossession as more described helow, intil we

hava heen pad in kel This sec

nterast is separate end aperl from, but subordinale to, any nlerest granted to a thicd-parly finance source i the vehicle is prachasad on cradit

<) There are additional terms, condifions and disclosures app'icsbie 1o the purchase of the subject velwele that are contained in separate documents, including bt not lisntad 1o, the conditionz!
dalivery agreement and power of atnrmey. Purchaseris) acknovdedge that all such sdditionsl agresmerts are incomporated hersin by reference. Furchaser(s) aleo azcepts the terms and
conditions set forth in these additional documerts, which sustemer has signed or initialed, indicating agreemant Lo the tarms thereod.

2. Hibe finarce Saurce Dedlines Your Loan Application - You agrae, upen notification, sither to raturn the vehicle within 24 hours to Desler or within 24 hours pay the unpaid balance of the: cast
selling price in cash or with alternate funds scoeptable tw Dealer such as maney arder, bank cashier's check or draft. Your failure 1o g 5o shall constitute a breach of this agreement. Upon retus

of the vehicle to us, your down payment, and/ar trade-in will be returnad to you; provided you will be responsible for any damage or unusual wear and tear to the w
possessinn, plus () mileage at the current internal Revenue Service rave; and (i} any reqrieval costs inturred.

2e}.  Payold of Trade-ln Belance Ower - You repwesent there i no other evéension of cradit ta you in connection with your trarde-in excapt as set forth on the face of this Agreement, and agree to
pay us any shortsge batwesn the pay-off quotad 10 +1s by your kenhalder as the rermaining amount of the balance on your rade-in and the actual pay-off required from us o satisly s liea or
10 satisfy any other ercumbrance an the tade-in, in arder to satisfy the amount of any shortage remaining on the balance of your rade-in, or it the finance snurce dechines your application tor
4nansing the vehicle described in this Agreement after we have paid off the remaining amount of the balance on your trade-in, you shall immedistely, upor notification. pay us such amountis)
in casih or with alternate funds acceptabie to us such as money oerder, bank cashiers check or diaft.

w

It is the sofe responsibility of Purchaser to obtain insurance covaraga on Subject Vichicle. Dealership personnel may request insurance infarmation from Purchaser for the parpasc of regisiorng
Subject Vohicle with the Division of Moter Vehictes {DMV] or for verifying insurance coverage as may be required by Finance Source or tha OMV. Desler's request for insurance infermaticn does
not canstituts an agreement to transfer or obtain insurance coverage on Subject Vehicle. Dealer shall not be liable for Purchaser’s fallure ta ebtain insurance coverage on Subjact Vehide.

4. Manufacturer has rasarvad tha right to change the price to Dealer of now motor vehicles without notice. In the event the price to Dealer of new motor vehicles of the series and budy tvpe,
ardered hereunder is changed by Manufacturer prior 10 delivery of the new motor vehicle ordered hereunder to Purchaser, Dealer reserves the right to change the cash delivery price of syich
mosor vahicle to Purchaser accordingly. if such zash delivery price is incraassd by Dealer, Purchaser may, if dissatisfhied therewith, cancel this Agresment, in which event if a motor vehicle has
baen traded in 25 part ot consideration lor such new motor venide, such used mator vehicle shall be returned to Purchaser upon payment of a reasonable charge for storage and repairs (iF amyd
ar, if such usad motor vehicle has been previously sold by Dealér, the amount recaivad therefir, less @ selfing commission of 15% and any sxpense incured in storing, insuriag, recanditioning
or advertisng ssid used vehide for sale, <hall be reiumed o Purchaser.

J# the used motor vehizle which hes bean traded in as part of the consideration for the meter vekicle ordered hereunder is not o be delivercd te Deater until defivery 1o Purchaser of seen moter
vehicle, the usad mator vehicle shall he reappraisedt al that time and such reappraised value shall determine the ollowance made for such used motor vehicle. If such reappraised value is fower

(5]

than the origina! allawanca tharaef shown an the front of this Agreenient, Purchaser may, If dissatisfied tharewith. cancal this Agreement. provicked, however, that sach right to cancel Is
axercivad prior ta delivery of the motor velisle ordered hersunder o the Purchaser and surender of e used motor vehicle 1o Dealer

6. Purchaser agrees to deliver to Desler satisfactory evidence of tithe 1 any used motor vehicle traded Tn as part of the consideration for the noter vehide ardered herenmrier at the time of delivery
oof such mutor vehisle to Dealer, Purchaser warranis any such used vehids 1o be his property frac end dear of all hers and encimbyarces except as otherwise noted on tha face of this
Agrearsent, You Also rapresent that neither you nor anyone slse has altered the udometer of your trade-in vehiclets) or has tampered with or removed any safaty or emissions controf equipment

frorn the rade-n vahicle{s).

~

Manufacturer has reserved the right to changs the design of any new mator vahicke, chassis, accessories or parts therenf at any time without notice and wi thout obligation ta make the same
o7 similar changss tc any melor vehicle, chasss, accessortes of parts thereof previcusly purchased by or shipped 1o Dealer or being manufactured or suld in aceorclance with Dealer's orders
Carrespondingly, in the event of any such change by Manufaciurer, Dealer shall have no obligation to Purchaser Lo make the same or ary similar change in any motor vehicle, chassis,

accessonias, or parts thereol covered by this Agreement sither before nr subsaquent to dalivary thereof to Purchaser.

. D=aler chail not be lisble for faiture to deliver or delay in delivering the motar vehicle covered by this Agreement where such faiture or delay is due, n whale of in paz, to any cause bayond
the cantrol or withun the fault or negligence of Dealer

2. Purchaser assumes and agrass 1o pay, unless archibited by law, any such sales, highway use o occupational tases imposed or: or appliceble 1o the transaction covered by this Agreament,
reqrardless of which party night otherwise have primary tox liability therafor.

ANY WARRANTIES ON THE ITEM/ITEMS SOLD OR LEASED HEREBY ARE THOSE MADE BY THE MANUFACTURER, THE SELLER HERERY EXPRESSLY DISCLAIMS ALL WARRANTIES,
EfTHER EXPRESSED OR IMPLIED, INCLUDING ANY IMPLIED WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURFOSE, AND SELLER NEITHER ASSUMES NOR
AUTHORIZES ANY OTHER PERSON TO ASSUME FOR IT ANY LIABILITY IN CONNECTION WITH THE SALE OR LEASE OF THIS ITEM/ITEMS. FURTHERMORE, PURCHASER UNDERSTANDS
THAT AFTERMARKET PAINT AND INTERIOR PROTECTANT PRODUCTS, NOMMANUFACTURER EXTENDED SERVICE MAINTENANCE CONTRACTS, GAP AGREEMENTS, OR ANY OTHER
PRODUCTS AND SERVICES ARE WARRANTED BY SEPARATE SUPPLIERS AND NOT BY SELLER,

time of delivery by Dealer without any guarantce ar warranty, expressed or implied,

10, Any used motor vehicle sold or Teased w Purchaser by Dealer under this Agreement is sold or Jeased at t
inclding any impliad warranty of merchantability or fitness for a particular purpose, as ta its condition ar the condition of any part thereof except as may be atherse specifically provided in
wriing on the face of this Agreement or i separase writing furnished 1o Purchaser by Dealer.

11. T Purchzser, batore or at the time of dalivery of the mntor vehicla covered by this Agraement, will exzcute such other forms of agreement of documentation as may be required by the terms
and conditions of payment indlicated on tha front of this Agreement. All such docurnentation is incorperated hersin by reference. In the event of & conllict betwesn the terms of this Agrsement
and the RISC, the panies agree that the tarms of this Agreement shall control notwithstanding the presence of an integration clause in the RISC.

THE INFORMATION YOU SEE ON THE WINDOW FORM (BUYER'S GUIDE) FOR THIS VERICLE {5 PART (F THIS CONTRACT. INFORMATION ON THE WINDOW FORM OVERRIDES ANY
CONTRARY PROVISIONS IN THE COMNTRACT OF SALE.

LA INFORMACION QUE VE EN EL FORMULARIO DE LA VENTANILLA PARA ESTE VEHICULO FORMA PARTE DEL PRESENTE CONTRATO. LA INFORMACION DEL FCRMULARIO DE LA
VENTANILLA DEJA SIN EFECTO TODA DISPOSICION EN CONTRARIO CONTENIDA EMN EL CONTRATO DE VENTA.

PAGE3OF 3 KEFF-KE3BO (9/2020)
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o L #:6286
CONDITIONAL DELIVERY AGREEMENT Huntersville, NC 28078
AND POWER OF ATTORNEY (ADDENDUM TO RETAIL INSTALLMENT CONTRACT)

As used in this Addendum:

"PURCHASER" refers to FRANCIS JOSEPH FARINA _— andl jointly and severally;
"DEALER" refers to Keffer Mazda.

"SUBIECT VEHICLE" refers to the 2021 MAZDA MAZDAG Automobile VIN # _JM1GL1TY8M1605719
which PURCHASER has agreed to purchase / lease from DEALER; and

"FINANCE SOURCE” refers to one or more third-party finance source(s) to which DEALER has or wil} forward PURCHASER'S application for credit to finance/
lsase the SUBJECT VEHICLE.

IN CONSIDERATION OF the willingness on the part of DEALER to allow PURCHASER to take possession of the SUBJECT VEMICLE prior to FINANCE
SOURCE's approval of PURCHASER's application for credit, PURCHASER and DEALER hereby agree as follows:

1.  DEALER's abligations to sell the SUBJECT VEHICLE 1o PURCHASER and execute and deliver the manufacturer's certificate of origin or certificate of
title to the SUBJECT VEHICLE are expressly conditioned on FINANCE SOURCE's approval of PURCHASER's application for credit as submitted AND
dealer being paid in full by FINANCE SOURCE. Under ro circumstances shall DEALER directly finance PURCHAER's purchase of the SUBJECT
VEHICLE. in DEALER's sole discretion, DEALER may submit PURCHASER's application for credit to one or more additional finance sources of DEALER's
own selectian if FINANCE SOURCE declines to finance / lease the purchase. Mothing contained in this paragraph, however, shall be deemed to require
that DEALER submit PURCHASER's application for cradit to any fending institution subsequent to the first such institution to whom PURCHASER's
application for cradit was submitted or that PURCHASER agree to recontract the purchase.

2. In the event FINANCE SOURCE notifies DEALER that FINANCE SGURCE is, for any reason, refusing to finance / lease PURCHASER's purchase of the
SUBJECT VEHICLE on the terms submitted, DEALER may notify PURCHASER to immediately return the SUBJECT VEHICLE to the DEALER at the
dealership. Such notice to PURCHASER shall be deemed sufficient if given by telephone, in person, or if it is deposited in the custody of the U.S. Postat
Sarvice, first class postage prepaid, addressed to PURCHASER's last known address. Any misrepresentation of information provided tc DEALER or
FINANCE SQURCE by PURCHASER shall constitute grounds for DEALER, in its discretion, to require PURCHASER to immediately return the SUBJECT
VEHICLE to DEALER. In such instances, PURCHASER shall be liable to DEALER for alf damages resulting from the misrepresentation, including by not
lirnited to DEALER's reasonable attarney’s fees. in the event PURCHASER refuses or otherwise fails to immediately return the SUBJECT VEHICLE to
the dealership after DEALER has provided notice 2s provided in this paragraph, PURCHASER hereby agrees thot DEALER shall st any time thereafter
have the right to repossess the SUBJECT VEHICLE without PURCHASER's knowledge or consent by any lawful means, and PURCHASER shall
theraupon be liable to DEALER for any and all costs incurred by DEALER in accomplishing such repossession, including but not fimited to DEALER 's
reasonable attorney's fees,

% In the event DEALER provides natice to PURCHASER that the SUBJECT VEHICLE must be returned to the dealership as provided in PARAGRAPH 2
above, PURCHASER may at that time pay DEALER in full. Otherwise, the purchase / lease agreement, purchase money security agreement, contract of
sale, buyer's order or purchase crder for the SUBJECT VEHICLE shall be rescinded and thus void and of no effect, and except as expressly provided in
this instrument and otherwise required by law, neither party to this agreement shall have any further obligation to the other except as set forth herein.
Nothing hercin shall prevent DEALER and PURCHASER from recontracting on different terms if FINANCE SOURCE daclines to finance the
purchase/lease on the SUBJECT VEHICLE on the terms initially submitted to FINANCE SOURCE.

4, Upon PURCHASER's return of the SUBJECT VEHICLE to DEALER, DEALER shall retum to PURCHASER any deposit and/or trade-in given by
PURCHASER taward the purchase price of the SUBJECT VEHICLE, less the cost to the DEALER of repairing any damage to the SUBJECT VEHICLE
which occurred while in the PURCHASER's possession, normal wear and tear exceptad, and less all costs of repossession incurred by DEALER, if any.
PURCHASER shal: additionally be liable to DEALER for the cost of repairing any damage to the SUBJECT VEHICLE which occurred while in the
PURCHASER's possession abave the amount of any deposit which PURCHASER may have given to DEALER.

5. in the event PURCHASER is notified by DEALER that FINANCE SOURCE has agreed to finance / lease PURCHASER's purchase of the SUBJECT
VEHICLE, if applicable, PURCHASER agrees to immedgiately return the SUBJECT VEHICLE to the dealership so that the DEALER's license tag can be
remaved and replaced with either the PURCHASER's tag or & temporary marker, and at that time any 96-hour permit or renewal previously given to
PURCHASER shall be rescinded.

6. ln the event of any inconsistency or ambiguity between any of the terms or provisions of this instrument and those of any purchase/lease agreement,
retail installment agreement, contract of sale, buyer's order, purchase agreement or ather instrument executed prior to or contemporaneously with this
instrumaent, the terms and provisions of this Addendum shall be controlling.

7. The undersigned PURCHASER hereby appoints DEALER as my/our attorney-in-fact far me/us to act in my/our name in any way which Fwe could act
for myselff ourselves, pursuant ta Chapter 324 of the Nosth Caralina General Statutes, as if persanally present for the limited purpose of executing
such documents as may be necessary to void any transaction between me/us and DEALER in the event that FINANCE SOURCE declines 1o approve
PURCHASER's application for cradit ar for any other purpose necessary to void the subject transaction if required by the circumstances.

WITNESS OUR HANDS AND SEALS on the datels) written below.

.

PURCHASER'S SIGNATURE feg DATE 04/26/2021
PURCHASER'S SIGNATURE DaTE VA
DEALERSHIP AUTHORIZED REPRESENTATIVE DATE 04/26/2021

& a Notary Public do hereby certify that the above personally appeared before me

this day and acknowledged their due execution of the foregoing instrument for the purposes therein expressed.

Witness my hand and official seal this the day of 7 20

{SEAL)

NOTARY PUBLIC TAY COMMISSION EXPIRES:

KEFF5-CDA (3/2021)

Casiomer Loy
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Connection With Your Vehicle Purchase Are To Be Listed Below.
This Notice Must Be Presented To Service Dept. At Time Work Is

Performed.
NAME FRANCIS JOSEPTH FARINA STK.NO. M16039X NEW _ X USED _ NA
ADDRESS 203 HOBBS ST YEAR 2021 MAKE MAZDA
CITY pAVIDSON NG ZIP 28036 MODEL MAZDAG
PHONE_(704)997-5215 | | SERIAL NO. JM1GL1TY8M1605719
SALESMAN DAVID BOEHM : DEL.DATE  04/26/2021

No verbal promises or representations have been made except
| hereby accept the WE OWE with the understanding that it is valid for onty (30) THIRTY DAYS FROM DATE OF ISSUANCE, and that | must

take an ADVANCE APPOINTMENT WITH THE SERVICE DEPARTMENT before the above work ¢an be performed.

(FOR APPOINTMENT CALL SERVICE DEPT.)

Y”OU,J OW/E;

T YOUOWE  ~ 7 P DATE . TIME . | " - YOU-OWE o DATE:S CTIME =
1} Title to Trade In Vehicie 4) Other
2) All Monies 5) Other
3} Valid Insurance Card 8) Other
| hereby agree to provide such items in a timely manner
DATE 04/26/2021
g g
CUSTOMER fof APPROVED T

Ty pandim e 8 S e
LU0y LDy
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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION - SANTA ANA

Gary Guthrie, Stephanie Crain, Chad Hinton,
Julio Zelaya, Anna Gilinets, Marcy Knysz, and
Lester Woo, on behalf of themselves and all others

others similarly situated,
Plaintiffs, C.A. No.: 3:23-cv-00050-MOC-SCR
V.
Mazda Motor of America, Inc.,

)
)
)
)
)
)
)
)
)
)
)
)

Defendant.

DECLARATION OF FRANCIS J. FARINA IN SUPPORT OF MOTION TO INTERVENE

[, Francis J. Farina, upon personal knowledge, information, and belief, and under penalty
of perjury, declare as follows:

1. [ am a Certified Public Accountant (“CPA™.) I obtained my CPA license upon
examination in January 1977 from the Commonwealth of Virginia, and subsequently received
reciprocal CPA licenses from the Commonwealth of Pennsylvania (1987) and the State of North
Carolina (2013.) All of my CPA licenses are current and in good standing. I am presently a fulltime
member of the accounting faculty at Susquehanna University in Selinsgrove, Pennsylvania. I also
hold licenses to practice law obtained by examination in the State of New York (1986) and in the
Commonwealth of Pennsylvania (1988), both of which are current and in good standing. I am also
the named class representative plaintiff in Farina v. Mazda Motor of America, Inc., et al., C.A.
No.: 3:23-cv-00050-MOC-SR (the “Farina Action.”)

2. Since January 2015, my permanent residence has been 203 Hobbs Street, Davidson,

North Carolina. My wife and I are part-owners of a house located at 2400 Middle Ridge Road,
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Newport, Pennsylvania (“Newport House.”) The Newport House has been owned by her family
since the mid-1960s.

3. In April 2021, I was offered a fulltime accounting faculty position at Susquehanna
University. The distance between our Davidson home and the Newport House is 465 miles; and
the roundtrip commute between the Newport House and Selinsgrove is 65 miles. Thus, I
determined that I needed to replace my 2001 Acura MDX with a new automobile. On April 26,
2021, I purchased a new 2021 Mazda6, VIN No. IMIGL1TY8M1605719 from Keffer Mazda
(“Keffer”), which dealership is located 7.4 miles from my Davidson home.

Basis and Background for Filing of the Farina Action

4. On November 10, 2022, in anticipation of driving from Pennsylvania to North
Carolina for Thanksgiving Break (during which time I planned to have a regular oil maintenance
performed on my car), I checked the oil in the Mazda6 and noted that it was down one (1) quart of
oil. I added a quart of oil. The loss of oil had not caused illumination of any warning light in my
car. At that date, the odometer reading was 21,579.

5. On November 21, I took the Mazda6 to Keffer for scheduled service. I told the
Keffer service representative that I had added a quart of oil the previous week and voiced my
concern that a car less than two years old had consumed a quart of oil between services. The oil
change was performed, the service representative told me that this was not unusual and that there
was no leak. He otherwise said nothing about the oil consumption, nor did he inform me of any
outstanding Technical Service Bulletins or other facts concerning an oil issue in certain 2021
Mazda cars (including mine.)

6. I subsequently brought this situation to the attention of my attorney, Joseph A.

O’Keefe. After some research, we determined that other Mazda owners had experienced similar
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issues; that the excess oil consumption put vehicle emissions systems at risk; and that the facts of
the situation seemed similar to those in the Volkswagen diesel-gate litigation. Although there was
a class action already pending in California concerning the oil issue, that action did not address
emissions issues nor did it assert any claim concerning violation of the Clean Air Act (“CAA™.)
On January 28, 2023, a complaint was filed in North Carolina against Mazda Motor of America,
Inc. (“Mazda”) and Keffer (individually, and as a representative of other Mazda dealerships) on
behalf of me and similarly situated Mazda owners. Venue was entirely appropriate in North
Carolina pursuant to 28 U.S.C. § 1391(b)(2) because I live there, I bought the car there, and I have
the car serviced there. Because the CAA required a statutory sixty (60) day notice to the defendants,
the Environmental Protection Agency, and the North Carolina Department of Environmental
Quality, the CAA claim was not asserted at that time. However, a footnote was set forth in the
complaint stating that it was my intention to amend the complaint to add the CAA claim.

7. On April 7, 2023, after the 60 day notice period expired, leave was sought to file a
First Amended Complaint (“Farina FAC”) to include the CAA claim. Defendants opposed that
amendment, but the North Carolina promptly granted the motion to amend.

8. [ affirmatively state that I have never objected to a class action settlement, within
the past five (5) years or otherwise.

9. Contrary to direct representations and insinuations made to this Court and to the
North Carolina Court, I affirmatively deny that I purchased my 2001 Mazda6 with knowledge of
any defect causing excessive oil usage, or with the intention of suing Mazda or Keffer.

Pertinence of Mazda’s Publicly Filed Annual Reports To The Farina Claims
10.  Attached to this Declaration and described in greater detail herein are the following:

Exhibit A - Annual Report 2021 of Mazda Motor Corporation for the fiscal year
ended March 31, 2021.
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Exhibit B — Financial Report 2022 of Mazda Motor Corporation for the fiscal year
ended March 31, 2022.
Exhibit C — Financial Report 2023 of Mazda Motor Corporation for the fiscal year
ended March 31, 2023.

These documents will be referred to herein individually or collectively as the “Mazda Audited
Financial Statements” or “MAFS.”

11. Each of these MAFS was downloaded by me by accessing the website of Mazda

USA, specifically http://www.mazdausa.com/resource-center and clicking on the ‘Global’ link,

which directed me to https://mazda.com/en/investors/library/f-report.

12. Each of these MAFS contains the consolidated financial statements of Mazda
Motor Corporation (“the Company”) and its consolidated subsidiaries (collectively referred to as
“the Group” and includes Mazda Motor of North America (‘“MMNA” or “Mazda USA”) for the
respective year ended March 31, and are each comprised of a consolidated balance sheet as of the
year ended March 31; the consolidated statements of operations, comprehensive income, changes
in net assets and cash flows for the year ended March 31; and Notes to the Consolidated Financial
Statements (“Notes”), comprising a summary of significant accounting policies and other
explanatory information.

13. The Notes in each of the MAFS for 2021 through 2023 state that the consolidated
financial statements include the Company and the companies over which the Company has power
of control. See Exhibit A at p. 25; Exhibit B at 20; Exhibit C at 42. The Notes also set forth Segment
Information, noting that MMNA is a Reportable Segment for which separate financial statements

are available. See 2023 MAFS at 66-67; 2022 MAFS at 43-44; 2021 MAFS at 47-48.
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14. Each of the MAFS include the Independent Auditor’s Report of KPMG AZSA LLC
(“KPMG.”) As stated in each of KPMG’s Independent Auditor’s Reports:

Management is responsible for the preparation and fair presentation of the
consolidated financial information in accordance with accounting principles
generally accepted in Japan, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.”

See Exhibit A at 55; Exhibit B at 49; Exhibit C at 71.

15.  In each of its Independent Auditor’s Reports for the years 2021, 2022 and 2023,
KPMG includes paragraphs describing its responsibilities for the audit of the consolidated
financial statements; the basis for the opinion it is issuing; and its Opinion. In each of the three
years, KPMG concluded that the Company’s “consolidated financial statements present fairly, in
all material respects, the consolidated position of the Group as of March 31, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan. See Exhibit A at 52; Exhibit B at 47; Exhibit C
at 71.

16.  Each of KPMG’s Independent Auditor’s Reports is dated. This “sign-off” date is
not the ‘as of” date of each MAFS, but instead is the date on which KPMG ‘substantially
completed’ its work on the respective March 31 yearend audit. That is, the balances set forth in the
MATFS are as of the year ended March 31, even though the final numbers may have been subject
of analysis and adjustment up until the completion of the respective audit. These sign-

oft/completion dates are as follows:

2021 MAFS - August 5, 2021 See Exhibit A at 57.
2022 MAFS — August 10, 2022 See Exhibit B at 55.
2023 MAFS — July 28, 2023 See Exhibit C at 73.
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17. In each of its Independent Auditor’s Reports for the years 2012, 2022 and 2023,
KPMG describes “Key Audit Matters:”

Key Audit Matters are those matters that, in our professional judgment, were of
most significant in our audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

18. One of the Key Audit Matters addressed by KPMG in its audit of the 2021 MAFS
was “Assessment of the appropriateness of management’s estimation of the expected
reimbursement rate used to calculate a reserve for warranty expenses related to recall-related repair
costs at Mazda Motor Corporation.” See 2021 MAFS at 54-55, Exhibit A hereto. Specifically, the
key audit matter is the Group’s recognition of a reserve for warranty expenses of Y80,504 million
($ 725,261,000.) KPMG sets forth the extensive procedures it conducted to assess the
appropriateness of management’s expected reimbursement from suppliers. Id.

19. One of the Key Audit Matters addressed by KPMG in the 2023 MAFS was
“Reasonableness of management’s estimates of the reserve for warranty expenses related to recall
and other repair costs at the Company.” See 2023 MAFS at 69-70, Exhibit C hereto. Specifically,
the key audit matter is a reserve for warranty expenses of Y85,647 million (§ 639,157,000)
recorded in the Group’s consolidated balance sheet as of March 31,2023, which included expenses
expected to be incurred in the future related to recalls and other repairs. KPMG sets forth the
extensive procedures it conducted to assess the appropriateness of management’s estimated reserve
for warranty expense, including those over the assumptions of the numbers of vehicles covered
under the warranty and the repair cost per vehicle. KPMG further stated that its “assessment of the

reasonableness of the estimates of the reserve for warranty expenses related to recall and other
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repair costs was of most significance in our audit of the consolidated financial statements for
the current fiscal year, and accordingly, a key audit matter.” 2023 MAFS at 70. (emphasis added.)
20. Under generally accepted accounting principles (“GAAP”) in Japan, the USA, and
everywhere else, accrual accounting is employed to ‘match’ periodic revenue and expenses. That
is, revenues and expenses are not recognized on a cash basis, but instead are recognized by using
accruals and deferrals so as to match expenses incurred (but not necessarily paid) with
sales/revenues associated with the vehicles needing repair in the period in which the sales are
made. For purposes of this Declaration, and specifically in the context of the vehicle warranty
obligations which are at issue in this litigation, the GAAP objective is to match all anticipated
warranty claims for vehicles sold to the revenues recognized in the same year in which the vehicles
are actually sold, or in a subsequent year when it is possible to estimate the costs of such claims.
21. The warranty expense amount goes to the current income statement as expense;
and a current liability account entitled Reserve for Warranty Expenses is credited (increased) by
the same amount. When warranty claims are actually incurred and paid on vehicles under a
warranty, the payments are not charged to current expense but instead are debited against the
previously estimated warranty liability account (reducing it, since liabilities are credit balances.)
Since estimates aren’t perfect and in light of new data, adjustments may be needed if the original
estimates are too low. This is one reason why auditors always look closely at the way in which

management arrives at warranty expense estimates (as KPMG did in 2021 and again in 2023.)
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22.  The Company sets forth its Reserve for Warranty Expense in the Selling, General

and Administrative Expenses footnote in its audited financial statements, as follows (in US

dollars):
2020: 472,661,000 2021 MAFS at 41.
2021: 299,369,000 2021 MAFS at 41.
2022: 216,918,000 2022 MAFS at 37.
2023: 428,724,000 2023 MAFS at 59.

23. At the same time, the Company’s balance sheet sets forth the yearend liability

Reserve for Warranty Expenses as follows (in US dollars):

2020: 799,706,000 2021 MAFS at 19.
2021: 725,261,000 2021 MAFS at 19.
2022: 543,123,000 2022 MAFS at 14.
2023: 639,157,000 2023 MAFS at 36.

24. In the 2021 MAFS, a disclosure was made in Note 3, Significant Accounting
Estimates, of the way in which the Company computed the Reserve for Warranty Estimate:

Other information that assists readers of consolidated financial statements in understanding
the nature of the estimates: For after-sales service expenses of products, the Group
estimates future repair costs to be incurred in accordance with the warranty booklet
(“general warranty”) and with the related laws and regulations such as recalls and service
campaigns (“recall-related repair costs”), and records them in the reserve for product
warranty expenses. The estimation also reflects the expected reimbursement amounts to be
recovered from the supplier.

Of the above, the reserve for general warranty is estimated by calculating the repair cost
per vehicle for each major market based on historical data, and multiplying it by the number
of vehicles covered under the warranty. The reserve for recall-related repair costs is
estimated for each recall and service campaign. It is estimated by calculating the repair cost
per vehicle, which includes parts costs and labor costs, and multiplying it by the estimated
number of vehicles subject to each recall and service campaign. With regard to the expected
reimbursement amounts to be recovered from the supplier, based upon the analysis of the
cause of defects, the expected reimbursement rate is determined considering technical
responsibility, the suppliers’ payment ability, and the status of negotiations with suppliers.
Therefore, if the actual reimbursement rate in the future is different from the reimbursement
rate used for the estimation, additional recognition or reversal for warranty expenses may
be required. 2021 MAFS at 29.
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As noted in paragraph 18 above, this 2021 disclosure coincided with a determination by KPMG
that “Assessment of the appropriateness of management’s estimation of the expected
reimbursement rate to calculate a reserve for warranty expenses related to recall-related repair
costs at Mazda Motor Corporation” was a so-called Key Audit Matter.

25. In the 2022 MAFS, the following disclosure was made in Note 2

RESERVE FOR WARRANTY EXPENSES

Reserve for warranty expenses provides for the after-sales expenses of products (vehicles).
In accordance with the coverage of the warranty booklet and relevant laws and regulations,
the amount is estimated per product warranty provisions and actual costs incurred in the
past, taking future prospects and expected reimbursements into consideration. 2022 MAFS
at 22.

26. In the 2023 MAFS, the following disclosure was made in Note 3, Significant
Accounting Estimates:

RESERVE FOR WARRANTY EXPENSES

“For after-sales service expenses of products, the Group estimates future repair costs to be
incurred in accordance with the coverage of the warranty booklet (“general warranty”) and
with the related laws and regulations such as recalls and service campaigns (“recall-related
repair costs”), and records them in the reserve for product warranty expenses. The
estimation also reflects the expected reimbursement amounts to be recovered from the
supplier.

Of the above, the reserve for general warranty is estimated by calculating the repair cost
per vehicle for each major market based on historical data, and multiplying it by the number
of vehicles covered under the warranty. The reserve for recall-related repair costs is
estimated for each recall and service campaign. It is estimated by calculating the repair cost
per vehicle, which includes parts costs and labor costs, and multiplying it by the estimated
number of vehicles subject to each recall and service campaign. With regard to the expected
reimbursement amounts to be recovered from the supplier, based upon the analysis of the
causes of defects, the expected reimbursement rate is determined by considering technical
responsibility, the suppliers’ payment ability, and the status of negotiations with suppliers.
It is then incorporated into the calculation of the reserve.

The assumptions used in the estimates of the recall-related repair costs per vehicle and the
number of vehicles covered under the warranty involve management's judgment and future
uncertainty. Therefore, if there is a significant change in these assumptions, additional
recognition or reversal of reserve for warranty expenses may be required.”

2023 MAFS at 45.



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 11 of 139 Page ID
#:6298

217. As noted in paragraph 19 above, this 2023 disclosure coincided with a
determination by KPMG that “assessment of the reasonableness of the estimates of the reserve for
warranty expenses related to recall and other repair costs was of most significance in our audit
of the consolidated financial statements for the current fiscal year, and accordingly, a key audit
matter.” 2023 MAFS at 70. (emphasis added.)

28. In addition to the Reserve for Warranty Expenses, Note 2 in the 2023 MAFS,
Summary of Significant Accounting Policies states that a Provision Related to Environmental
Regulations “provides for estimated costs of complying with environmental regulations at the end
of the fiscal year.” There is no discussion of this provision in Note 3, Significant Accounting
Estimates footnote, nor did KPMG mention it as a Key Audit Risk. However, the Provision
related to environmental regulations amount of this Reserve set forth in the Selling, General
and Administrative Expenses footnote is $102,925,000. (2023 MAFS at 59.) There was no
comparable provision in any prior year, indicating that this reserve — which was made after the
filing of the Farina Action Amended Complaint, and 30 days after the North Carolina Court stayed
the Farina Action - is most likely related to the Clean Air Act claim set forth in the Farina Action.

[ declare under penalty of perjury pursuant to 28 U.S. Code § 1746 that the foregoing is

true and correct.

Executed at Selinsgrove, Pennsylvania this 20th dgy of M 2024.

Qg

Francis J. Farina, Esq., CPA

10
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CORPORATE VISION

We love cars and want people to enjoy fullilling lives through cars.

We envision cars existing sustainably with the earth and society,

and we will continue to tackle challenges with creative ideas,

1. Brighten peaple’s lives through car ownership.
2. Offer cars that are sustainable with the earth and society to more pecple.

3. Embrace challenges and seek to master the Doh (*Way” or “Path”) of creativity.
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MESSAGE FROM THE PRESIDENT AND CEO

Akira Marumolo

Repdesertatine Direclor,
President angd CECY

#
=S

et

Coexistence of Earth, Society, and People through Cars

As set out in our Corporate Vision, Mazda aims for the coexistence of earth,
society, and people through cars. We aspire to protect our beautiful planet,
create a society that offers safety and peace of mind, and through cars provide
social value to all in the form of health, convenience, and vibrant daily lives.

To achieve this goal, we will continue taking on the challenge of creating

value unique to Mazda, with a focus on "co-creation of uniqueness with others.”

2 Mazda Annual Report 2021
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M Fiscal Year Ended March 2021 Initiatives

Reinforcement of Business Structure by Accelerating
Structural Reforms and Steadily Making Improvements

Fiscal Year Ended March 2021 Performance by Quarter
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In the fiscal year ended March 2021, the business environ-
ment was uncertain due to the unprecedented spread of
COVID-19. As such, we were unable to formulate full-year
targets at the beginning of the fiscal year and announced
our full-year forecast as an operating loss of ¥40.0 billion
in July 2020.

To overcome this crisis, we further accelerated the cross-
functional structural reforms that we have been promoting
thus far, and will continue to do so. In all regions and all
domains, we have been endeavoring to increase work
efficiency and optimize our fixed costs through measures
against structural issues that extend beyond individual
divisions. In addition, by improving variable profits through
initiatives including continuous control of sales incentives,
we have striven to lower the break-even volume,

Consequently, results for the fiscal year ended March
2021 vastly exceeded our forecast announced in July, and
we were able to achieve ¥8.8 billion in operating income.
In terms of quarterly trends, operating income recovered to
¥61.7 billion and the operating income rat{o rose to 3.5%
in the second half. The operating income ratio increased to
4.4% in the fourth quarter as the company's earning pawer
has improved.

While securing liquidity on hand due to emergency pro-
curement of funds during the crisis, free cash flow, which
was negalive during the previous fiscal year, recovered to a
positive ¥41.2 billion. Furthermore, the equity ratio stood
at 41% thanks to a strengthened balance sheet.
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ER Forecast for Fiscal Year Ending March 2022

Bolstering of Initiatives to Maximize Profits

In the fiscal year ending March 2022, operating income is
expected to reach ¥65.0 billion and net income attribut-
able to owners of the parent is predicted to come to

¥35.0 billion, Due to factors such as the emergence of the
Delta variant, COVID-19 is yet to be brought under control
around the world and infections are spreading in emerging
nations, such as in Southeast Asia. The outlook also remains
uncertain in regard to the shortage of semiconductors as
well as increasing raw material prices.

Based on these issues, while taking into account
assumed risks, we set our target for operating income at
¥65.0 billion. To ensure we achieve this target, we are
enacting various responses group-wide with the aim of
minimizing the potential Impact of said risks. As production
is expected to be unstable due to a shortage in the supply
of semiconductors, we are carrying out rapid and flexible
production and efficiently utilizing global inventories while
maonitoring the production, sales, and inventory levels in
key countries of operation on a weekly basis. For example,
Mazda is striving to maximize sales volume and profit by
prioritizing the supply of products to markets experiencing
strong demand due to ecanomic recovery, such as the U.5.
We will also continue to improve variable profit through
efforls to reduce costs and optimize fixed costs, with a
view to continue lowering the break-even volume.

For the fiscal year ended March 2021, we forwent a
dividend payout after giving full consideration to the com-
pany's financial results for the fiscal year and its financial
position. For the fiscal year ending March 2022, we plan to
pay a full-year dividend of ¥15 per share.

EEE Medium-Term Management Plan Revision

Partial Revision of Policies and Initiatives as a Response to
Changes in the Business Environment

We are promoting our Medium-Term Management Plan,
which places "co-creation of uniqueness with others” in our
Management Policy. In view of the changes in the business
environment due to factors such as the impact of the
COVIDA19 crisis, the tightening and acceleration of environ-
mental regulations, and the race to create new value in the
CASE" era, we have extended the plan by one year, to the
fiscal year ending March 2026, while maintaining key man-
agement targets. In addition, we have set a new target to
lower our break-even volume to under one million units
with the aim of transitioning to a lean management structure
capable of overcoming crises.

® CASLE an acronym used (o designate Ue nev ledmotogies of Connecled lechnology,
A diiving technology, Shared services, and Electnfication technology.

Mazda Annual Repart 2027 3
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In response to the major changes of the era, we will
begin to invest in new domains, especially in response to
CASE, particularly regarding the acceleration and expan-
sion of electrification and the transition to carbon neutrality.

Medium-Term Management Plan Revision
—Policies and Initiatives
(Underlined parts represent revisions or enhanced initiatives)

B investment for raising brand value
— Investment in unique product, technology, production, and
customer experience—
* Continue i with further efficiency and leveling
= Staggered launch of new products/derivatives
* Continued product upgrades

B Curbing of expenses that depreciate brand value
' Accel

B Investment in areas where we need to catch up and
commencement of investment in new areas

of fixed cost/cost reductions to lower break-even volume

H strengthening of alliances (CASE, new partnerships)

IEM Initiatives for Carbon Neutrality

Endeavor to Achieve Carbon Neutrality by 2050

To protect the environment by preventing global warming,
countries around the world have declared their intentions
to achieve carbon neutrality by 2050. Mazda has done the
same, announcing its endeavor to achieve carbon neutral-
ity by 2050 in order to protect our beautiful planet. In
countries around the world, the supply of renewable
energy and electrification will be promoted in stages.
Mazda provides multiple solutions, namely, offering
various power unit choices that adapt to the power supply
situation of each country and meet the needs of our cus-
tomers. We are also striving to promote renewable liquid
fuels and to transition to green factories and offices.

Since Mazda announced “Sustainable Zoom-Zoom," its
long-term vision for technology development in 2007, the
company has continued to carry out business activities
with the aim of realizing a sustainable society. Since then,
we have come to believe that what is essential for global
environmental conservation is not only reducing COz emis-
sions from individual automobiles, but also doing so from
both a well-to-wheel perspective, including fuel extraction,
and from a life-cycle assessment (LCA) perspective, which
includes the manufacturing, logistics, disposal, and recy-
cling of vehicles. Toward 2050, we believe that, in order to
conserve the global environment, it is essential to reduce
CO: emissions by expanding our business perspective to
include the entire life cycle of a vehicle and the entire
supply chain. To this end, we will strive Lo collaborale and
co-create with all of our stakeholders and related business
partners to find the right solution for each region of opera-
tion and carry out the phased implementation thereof.

4 Mazda Annual Report 2021

New Technology and Product Development
Policy towards 2030

(1) Accumulation of technological assets in line with
our Building Block Strategy and highly efficient
manufacturing

The realization of a carbon-neutral society will be accom-
panied by the gradual proliferation of social infrastructure,
including renewable energy supply and charging facilities,
as environmental regulations tighten around the world.

Based on the timeline of this proliferation, Mazda has
continued to consistently promote its Building Block
Strategy by building up technological assets to meet the
needs of its customers. We are currently at the stage of
further enhancing our internal combustion engines and
expanding electrification technologies. Going forward,
we will introduce the "Skyactiv Multi-solution Scalable
Architecture” products equipped with various electrifica-
tion technologies. Based on the state of electric power
generation infrastructure in our countries of operation, we
will deliver multiple solutions, including electric vehicles
(EVs), plug-in hybrids, and hybrids, to meet the various
needs of our customers, In addition, Mazda will introduce
its unique EV platform “Skyactiv EV Scalable Architecture®
in 2025 and onwards suitable for EVs of various sizes and
body types.

As a small player, Mazda is capable of responding with
multiple solutions because it builds up processes as our
assets that can efficiently develop and manufacture various
products and technologies in a short-term period and with
small investments through Monolsukuri Innovation, con-
sisting of Bundled Planning, Common Architecture, and
flexible production. Going forward we will continue
to expand Model-Based Development, utilize Al, and pro-
mote the shift to digital transformation (DX) to evolve
Monolsukuri Innovation. Together with our business
partners and suppliers, we plan to steadily accumulate
technological assets for the full-scale electrification era
while promoting efficient manufacturing.

Future Plan for Electrified Products

2022 2023 2024 2025~ 2030

Mulliphe
models

3 Muodels

5 Models

5 Models

| s
[Cotboraton] """

Note: Mild-hybrid is not included
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(2) Promotion of electrification and introduction of
products—Multi-solution strategy

The “Skyactiv Multi-solution Scalable Architecture” electrifi-
cation products to be introduced mainly in Japan, Europe,
the U.S., China, and the ASEAN region between 2022 and
2025 will consist of five hybrid models," five plug-in hybrid
models, and three EV models. In addition, several products
with "Skyactiv EV Scalable Architecture” will be introduced
between 2025 and 2030.

Based on this product launch plan, Mazda assumes that
all of its products will have some level of electrification,
and ils ratio of EVs will be 25% by 2030. Going forward,
we will flexibly respond to various factars, including the
tightening of environmental regulations around the world,
the characteristics of each market, and the needs of our
customers.

Globally 100% electrification in 2030
25% of total production consists of BEVs

| .‘I'.Battery EV .
o 25%

-

Internal
combustion engine
+ Electrification

technologies

754

(3) Promotion of human-oriented safety technologies to
create an accident-free society

Under Mazda's unique safety philosophy, we contribute to
reducing traffic accidents while gradually upgrading tech-
nology that supports drivers and provides a safe and secure
driving environment in order to fully unlock people’s driv-
ing potential.

The newly introduced advanced driving support technol-
ogy Mazda Co-Pilot uses sensors to monitor the driver’s
condition at all times, detecting and alerting the driver to
the most common causes of accidents, such as drowsiness
and not keeping one’s eyes on the road. Furthermare, in
the case that a driver becomes unable to operate their
vehicle, the system switches to autonomous driving, bring-
ing the car to a safe place, stopping the car while alerting
others, and then placing an emergency call in order to pre-
vent a major traffic accident. We plan to introduce Mazda
Co-Pilot 1.0, as a first step, starting from our Large Products
from 2022.
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(4) Development of technologies for connected
services and software technologies as a foundation
for next-generation mobility services

Mazda intends to fortify its development initiatives regard-
ing fundamental software technologies in order to accom-
modate for next-generation mobility as a service (MaaS)
and to update vehicle functions via over-the-air (OTA)"'
programming. Five Japanese OEM companies,” including
Mazda, will jointly develop standard engineering specifica-
tions for next-generation, in-vehicle communication devices
to bring forward the realization of a standardized commu-
nication systern, in order to provide safer and stress-free
connected services as soon as possible. Furthermore, we
will move ahead with the development of next-generation
electric/electronic architecture (EEA), which will enable
the advanced processing of data from inside and outside
vehicles.

*1 Excluding mild hybrid models, but Including models equipped with Toyota Mybnd
System (THS), supplied by Toyota

*2 The updaling of software via wireless communication

*3 Mazda Mator Carporation, Suzuki Motor Corg Subaru Corp
Daihatsu Motor Co., Ltd., and Taynta Motor Carporation

Furthermore, we plan to announce revisions to our
Medium-Term Management Plan and a longer-term frame-
work, including our business plan for realizing carbon neu-
trality at an appropriate time in the future.

Our lives and society have been drastically changed due to
the COVID-19 crisis. No matter the era, Mazda will continue
to be a company that aspires to protect our beautiful
planet, create a society that offers safety and peace of
mind, and through cars provide social value to all in the
form of health, convenience, and vibrant daily lives. For this
reason, we will continue to take on the challenge of enhanc-
ing long-term corporate value and striving for sustainable
growth, while strengthening co-creation with all those
connected to the company with a focus on co-creating

our uniqueness with others,

With that in mind, | would like to ask our shareholders
and investors for their continued support.

September 2021

I eosmi®

Akira Marumoto
Representative Director, President and CEO
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ELEVEN-YEAR SUMMARY OF CONSOLIDATED FINANCIAL STATEMENTS

Mazda Motor Corporation and Consalidated Subsidiar
Years ended March 31

2011 202 2013 2014 2005
Business results™ (Millions of yen):

Net sales”' ¥2,325,689 ¥2,033,058 ¥2,205,270 ¥2,692,238 ¥3,033,899
Domestic 541,490 560,216 588,042 655,716 617,397
Overseas 1,784,199 1,472,842 1,617,228 2,036,522 2,416,502

Cost of sales 1,863,678 1,662,592 1,729,296 1,993,643 2,247,720

Selling, general and administrative expenses 438,176 409,184 422,038 516,474 583,291

Operating income /(loss) 23 835 (38,718) 53,936 18212 202,888

Income/(loss) before income taxes 16,081 (55,262) 39,1 97,409 209,335

Mel income /{loss) attributable

to owners of the parent (60,042) (107,733) 34,304 135,699 158,808

Capital expenditures" 44,722 78,040 77,190 133,216 131.0010

Depreciation and amortization 71,576 68,791 59,954 57,656 68,872

Research and development costs 90,961 91,716 89,930 99,363 108,378

Cash flows:

Operating cash flows 15,344 (9,098) 49,033 136,379 204,459

Investing cash flaws (13,717) (70,117) (40,287) [120,057) (95.548)

Free cash flow" 1,627 (79,415) 8,746 16,322 108,911

Financing cash flows (14,360) 236,462 (57,181) 10,483 (62,776)
Financial position (Millions of yen):

Total assels ¥1,771,767 ¥1,915,943 ¥1,978,567 ¥2,246,036 ¥2,473.287

Net assels 430,539 474,429 513,226 676,837 891,326

Interest-bearing debt 693,000 778,085 718,983 742,735 701,019

Met interest-bearing debt 370,151 300,778 274,108 262,981 171,871

Amounls per share of common stock (Yen):

Nel income /(loss)™ ¥ (33.92) ¥ (57.80) ¥ 1148 ¥ 22699 ¥ 265.64""

Cash dividends applicable to the year* = - - 1.00 10.00

Net assets™ 242.24 156.85 166.04 1,108.21"° 1,454.61°"

Financial indicators (%):

Operating income ratio 1.0% (1.9)% 2.4% 6.8% 6.7%

Return on equity (ROE)" (12.8) (24.0) 7.1 23.5 20.8

Equity ratio®’ 24.2 24.5 25.1 29.4 35.2

oY T e A 1,770,198 1,863,949 2,989,171 597,829"" 597,823"
Number of employees (people) BNz 37,617 37,745 40,892 44,035

1 The transhation of Japanese yen ito U5, dollars is presented solely lor ihe converience of readers outside of lapan, using the prevailing exchange rate an March 31, 2021,

of Y111t LIS$1.

2 Results infarmation for the Ascal year March 2001 includes 15-manth results for cestain overseas subsidiaries that changed their fiscal year-end,

4 Net sales are categorized by the regions based on the customers’ locations,

4 Capital expenditures are calculated on an accrual basis.

5 Free cash flow represents the sum of net cash flows from operating activities and investing activities.

6 The calculations of net income /{lass) per share of commaon stock are based on the average number of shares outstanding dunng ea ch fiscal year.

7 Cash dividends per share rep actual applicable to each fiscal year,

& The amaunts of net assets used in the calculation of net assets prer share exclude non-controlling interests (and, from ihe fiscal year March 2011 to the fiscal year March 2013 and
Trovmei tine fiscal yesar Marchi 2007 10 the Rascal year March 2021, stock acouisition rights).

8 Mazda Annual Report 2021
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2016 m7 2018 2019". 2020 2021 2021
Thousands of L5, wuu"
¥3,406,603 ¥3,214,363 ¥3,474,024 ¥3,564,172 ¥3,430,285 ¥2,882,066 $25,964,559
660,935 587,025 631,229 693,581 629,911 594,490 5,355,766
2,745,668 2,627,338 2,842,795 2,870,591 2,800,374 2,287,576 20,608,793
2,567,465 2,448,184 2,653,600 2,772,184 2,683,647 2,268,422 20,436,234
612,363 640,492 674,003 709,681 703,035 604,824 5,448,865
226,775 125,687 146,421 82,307 43,603 8,820 79,459
166,986 128,413 157,484 107,567 49,282 2,202 19,838
134,419 93,780 112,057 63,155 12,131 (31,651) (285,144)
89,214 94,399 104,129 119,734 132,578 92,972 837,586
78,972 82,416 86,954 88,443 92,269 89,765 808,694
116,610 126,915 136,009 134,660 135,009 127,432 1,148,036
262,770 161,097 207,795 146,690 34,834 120,058 1,081,603
(108,092) (63,751) (159,989) (131,611) (127,578) (78,862) (710,468)
154,678 97,346 47,806 15,079 (92,744) 41,196 371,135
(94,062) (149,898) 30,461 83,411 (24,274) 99,348 895,027
¥2,548,401 ¥2,524,552 ¥2,724.092""  ¥2,877,613 ¥2,787,640 ¥2,917,414 $26,283,009
976,723 1,064,038 1,219,470 1,233,441 1,205,846 1,195,830 10,773,243
617,132 491,434 497,893 607,051 619,868 755,928 6,810,162
48,418 (35,430) (106,961) (94,573) 51,874 17,135 154,369
.'I
U.5. dollars
¥ 224,85 Y 156.87 Y 182.93 ¥ 100.28 ¥ 19.26 ¥ (50.26) $  (0.45)
30.00 35.00 35.00 35.00 35.00 - -
1,595.83 1,738.70 1,894.29 1,910.67 1,865.63 1,876.40 16.90
6.7% 3.9% 4.2% 2.3% 1.3% 0.3%
147 9.4 10.0 5.3 1.0 (2.7
37.4 41.2 438" 41.8 421 40.5"
597,819 597,816 612,554 629,757 629,781 629,786
46,398 48,849 49,755 49,998 50,479 49,786

5 The amounts of equity exclude non-controlling interests (and. from the fiscal year March 2001 1o the fiscal year March 2013 and fron the fistal year
year March 2021, stack acquisition rights).

10 A share consolidation was implemented on common stock with a ratia of five shares ta one share on August 1, 2014.
anid net assets per share are calculated based on the sssumption that consalidaton ol shares hadl been carmed oul at the beginning of
1 The € y has adop

d “Partial A

12 The ¢ lidated fareign subsidiari

adjusted retrospectively in accordance with this change.
13 Percentage after consideration of the equity credit attibutes of the subordinated loan is 41.7%,

Mardh 2007 1o the fiscal

Average number of shares outstanding, net income per share,
the liscal year March 2014,

s to Accounting Standard for Tax Effect Accounting” from the beginning of the fiscal year March 2019, The figures for the fiscal

yeat March 2018 were adjusted retrospectively in accordance with this change.

that apply .S, GAAR adopted ASU 2014-09 fram the beginning of the fiscal year March 2020, The figures for the fiscal year March 2019 were

Mazda Annual Report 2021 9
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BUSINESS ENVIRONMENT AND ISSUES TO BE ADDRESSED

Medium-Term Management Plan Revision
(From Fiscal Year March 2020 to Fiscal Year March 2026)

The automobile industry is experiencing a once-in-a-century
transformation. Therefore, it is imperative for the industry to
undergo a transformation in various business areas such as prod-
uct planning, development, manufacturing, sales, and customer
care, including after-sales service, to enable it to respond to the
era'’s requirements in the areas of CASE (Connected technology,
Autonomous driving technology, Shared services, and Electrification
technology). It is also imperative that we proceed with this trans
formation on a global scale and all ar once. To make it through
this transformation period and achieve sustainable growth, we
must focus on Mazda's unique value of "co-creating with others.”
Based on this core policy of "co-creating with others,” in
November 2019, the Company announced its Medium-Term
Management Plan, setting out the following three areas as man-
agement themes to be promoted.

= Investment in unigue products and customer experience:
investment for brand value improvement

= Curbing of expenses that depreciate brand value

® Investment in areas where we need to catch up:
investment in infrastructure, partnerships, enviranment
and, safety

Due to the global COVID-19 pandemic, various risks have mate-
rialized and the business environment has changed significantly
since February 2020, Taking into account lessons learned during
the conditions of the pandemic, the worldwide strengthening and
acceleration of environmental regulations, and competition in new
value creation in an era characterized by CASE, the Company
made a partial revision to the Medium-Term Management Plan's
policy and initiatives in November 2020,

For Mazda to remain sustainable in the future, capitalizing on our
unique value of "co-creating with others” is essential. We remain
committed to investing In future growth as well as in initiatives to
respond to CASE by strengthening our alliances and investing in
unique value.

Medium-Term Management Plan: Key Initiatives

The Company made revisions to its policy and Initiatives in the
following five areas.

(Underlined parts represent revisions or enhanced initiatives.)

® |nvestment for raising brand value
—Investment in unique product, technology, production,
and customer experience—
+ Continue investment with further efficiency and leveling
= Staggered launch of new products /derivatives
= Continued product upgrades

B Curbing of expenses that depreciate brand value

® Acceleration of fixed cost,/cost reductions to lower break-even
volume

B Investment in areas where we need to catch up and com-
mencement of investment in new areas

B Strengthening of alliances (CASE, new partnerships)

10  Mazda Annual Report 2021

In the two years of the foundation-building period of the
Medium-Term Management Plan, we will complete preparations
in all areas to enable significant growth in the future, These prepa-
rations include basic hardware development in technology and
product areas, flexible and mixed-model production facilities to
efficiently produce a wide range of products and technologies, the
opening of new-generation stores in various markets, and the
enhancement of sales finance as well as the establishment of an
efficient supply chain.

Our priority initiatives in 2022 and onward are as follows.

Priority Initiatives from 2022 Onward

1. Invest for raising brand value
—Investment in unique products, technology and
customer experience—

Products/ Efficient development, enhanced actions to meet
technology environmental regulations and new value creation engineering
Efficient production, decarbonization, and new value
Production .
creation in all plants
faih Pursue stable business growth while maintaining quantity
P and improving quality
u.s. As the most important market, aim 1o bulld a robust prolit base
Continue to enhance “chasen for its uniqueness” brand
Europe : Tia bl
value and achieve gualilalive growth
China Aim to make China our most important market

2. Curb expenses that depreciate brand value

Variable Increase customer base by enhancing the current value-
markeling based sales
expenses
i Achieve cash flow and revenue growth by improvin,

Supply chain | 8 Himg &

inventory volume and turnover

Based on continuous improvemenl activities, accelerale
Quality quality initiatives of new vehicles with high complexity and

integrated control

3. Accelerate fixed cost/cost reductions
to lower break-even volume

Maximum utilization of assets for more flexible

Qverseas plants -
production structure

Shift to marketing appropriate for the times, more lacal
approach for new customers

Advertising
expenses

Pracess innovation for CASE technology development/

Cos! reduction 3 : p
procurement and higher cost competitiveness in overseas planis

4, Invest in areas where we need to catch up and
start investing in new areas

IT Investment for IT and decarbonized society for CASE era
Work Support both diversified work styles and efficiency and
envitonment  invest in work environment/peaple /social contribution

5. Strengthen alliances (CASE, new partnership)

Balance between “selection and focus” and "unique
business and partnership” to increase brand value and
expand business

Alliances
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While striving to realize strong growth by capitalizing on the
assets we build during the foundation-building period, we will
shift the quality of our investments to enhance electrification,
make our plants and offices carbon neutral, focus IT investment in
CASE technologies, and invest in people to maximize employee
performance.

Medium-Term Management Plan: Financial Metrics

Based on revisions due to the impact of the pandemic, the
Company decided to postpone the time line for achieving the
Medium-Term Management Plan targets by one year to fiscal year
March 2026. Key financial metrics are as follows. The break-even
volume was added at the time of revision and is set at one million
units of consalidated wholesale volume. The Company is currently
moving ahead with initiatives to achieve its targets.

Net sales * Abaut ¥4.5 trillion

» Operating income ratio: 5% or higher

Prafitabili
o » Return on equity: 10% or higher

= Capital investment and R&D investment:

Investmentfor 7%~8% of net sales or lower

the future
» Actions for electrification, IT, and carbon neutrality

Financial structure * Maintenance of net cash position

Shareholder returns |+ Sustainable payout ratio at 30% or higher

Sales volume = About 1.8 million units

Break-even volume [+ About 1 million units (wholesale)

Initiatives for Achieving Carbon Neutrality

We are directing our efforts toward initiatives for achieving carbon
neutrality as our most important challenge for achieving the targets
of our Medium-Term Management Plan and fulfilling our social
responsibilities.

At the technical briefing held in Oclober 2018, we stated that it
was important to offer multiple solutions for electrification” to
reduce CO: from a well-to-wheel (from fuel extraction to driving)
perspective in line with each country’s power supply conditions,
usage environment, and customer diversity and demands. With
this viewpoint in mind, we announced our intentions to develop
electrification technologies in stages under our Building Block
Strategy” and to electrify all vehicles Mazda produces by 2030.
Following our plans to roll out electrification technologies, we
introduced the Mazda MX-30 mild hybrid and EV (electric vehicle)
madels into the market in 2020.

In the revision of our Medium-Term Management Plan In
November 2020, we announced that we would shift the quality of
our investments to compete in value creation in the CASE era. To
achieve net-zera CO: emissions during manufacturing processes,
we will promote investments to make production plants and
offices carbon neutral, and we will shift investments to the devel-
opment of EV-exclusive platforms. Through such initiatives, we
aim to achieve carbon neutrality from a perspective of the entire
life cycle of our products.

Based on the revision of our Medium-Term Management Plan,
we announced in February 2021 that we will endeavor to achieve
carbon neutrality by 2050. Achieving automotive-related carbon

aiied Searmal Dinilnobivas

neutrality requires efforts not only on the part of car makers out
also across the entire supply chain. We will make efforts to pro-
mote carbon neutrality throughout the supply chain as we gain
support for energy policies and the development, production, and
spread of electrification.

We announced our Medium-Term Technology and Product
Policy in June 2021. Based on the accumulation of technological
assets in line with our Building Block Strategy and their utilization
for highly efficient manufacturing, we continuously enhance our
internal combustion engines and electrification technologies. By
utilizing a platform that is compatible with various electrification
technologies, we will introduce five hybrid models*’, five plug-in
hybrid models, and three EV models, mainly into Japan, Europe,
the U,S., China, and ASEAN by 2025. Furthermore, we are con-
tinuing to develop Mazda's unique EV platform for EVs with vari-
ous vehicle sizes and body types, and plan ta introduce several
models between 2025 and 2030. Through these initiatives, we
assume that 100% of our products will have some level of electrifi-
cation, and our EV ratio will be 25% by 2030.

*1 A stratepy to develop internal combustion engines and electrification Lechnology in
the right places, taking into account CO: reductions under real-world condilions, the

suitability of power sources for vehicles, and each reglon's energy situation and
power generation m.

2 Mazdas lechnology strategy to provide multiple solut by first impraving base tech-
nologies that provide vehicles' basic performance, such as the engine, transmission,
Lody, and chassis |Skyactiv Technology), and then adding electric devices such as an
idling stop system, regenerative braking system, and hybrid system.

3 Excluding mild hybrid madels, but including models equipped with the Toynta Hybrid
System [ 1HS) supplied from Toyola Motor Carporation,

Mazda Annual Report 2021 11
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BUSINESS RESULTS, FINANCIAL POSITION, AND CASH FLOWS

Review of Operations for Fiscal Year March 2021

Operating Environment

With regard to the operating environment surrounding the Mazda
Group in fiscal year March 2021, we continued to face challenging
situations, such as various countries implementing lockdowns and
declaring states of emergencies, and the rapid worsening of the
global economy due to the COVID-19 pandemic. Meanwhile, in
the second half of the fiscal year, due to factors including the
resumption of economic activities and economic stimulus pro-
grams by the governments of various countries, there were also
signs of recovery in some counlries, such as recovery in demand,
particularly in the U.S.

Review of Operations

Under such an environment, we announced our Medium-Term
Management Plan Revision in November 2020 in response to
the significant changes in the business environment due to the
spread of COVID-19. Based on whal we have learned and re-
examined during the COVID-19 pandemic and the tightening
and acceleration of global environmental regulations, as well as
the competition to create new value in the era of CASE, we have
officially announced specific initiatives aimed at addressing
structural issues. In the two-year period of creating a solid foun-
dation leading up to fiscal year March 2022, we will complete
preparations in all areas for the next stage of strong growth.
Following this, we will move forward with our Medium-Term
Management Plan to promote a shift in the quality of investment
toward realizing electrification, improved IT, and carbon
neutrality.

We intraduced an EV model of aur new compact SUV, the
Mazda MX-30, to the European market in September 2020 as
our third new-generation product. In the Japanese market, we
launched sales of the mild hybrid model in October 2020, fol-
lowed by the EV model in January 2021. The EV model of the
MX-30 is Mazda's first mass-production EV, which was designed
to help realize carbon neutrality by 2050, Additionally, with
regard to our other products, we implemented updates to our
flagship models, including the Mazda CX-3, Mazda3, Mazda
CX-5, and the Mazda CX-8. With increased engine power and
the introduction of the new-generation Mazda Connect system,
these models offer advanced driving pleasure through enhanced
driving perfarmance and safety. Mazda aims to become a brand
that creates special bonds with customers by (nspiring people
and to realize a beautiful planet and enrich people’s lives as well
as society through the joy of driving, the pure essence of cars.

Mazda's global sales were 1,287,000 units, down 9.3% year on
year, due 1o a decline in sales in Japan, Europe, ASEAN, and
other countries following the impact of the COVID-19 outbreak,
Meanwhile, in markets where there were strong sales, such as
the L.S. and Australia, sales overtook the recovery in demand
and the sales volume was greater than that of the previous
fiscal year.

Consolidated wholesale volumes decreased 19.7% from the
previous fiscal year, 1o 990,000 unils.

12 Mazda Annual Report 2021

Review by Market

Japan

m Total demand in Japan decreased 8% year on year, to 4.66 mil-
lion units, mainly due to the impact of COVID-19,

® Mazda's sales volume was down 13%, to 176,000 units, due to
factors including the decline in total demand and intensifying
competition caused by the launch of crossover SUVs by other
companies. The market share also fell to 3.8%.

® Amid this harsh sales environment, there was steady improve-
ment in the second half of the fiscal year due to favorable sales
of Mazda's flagship crossover SUVs, the CX-5 and the CX-8,
which received an update in December 2020.

North America

® Tolal demand in the United States declined 9% compared with
the previous fiscal year, to 14.99 million units. In Canada, total
demand was down 13%, to 1.59 million units, while total
demand in Mexico fell 30%, to 0.91 million units.

® Mazda's sales volume in the North American market rose 2%, ta
403,000 units. This was mainly due to favorable sales in the
United States.

® Sales volume in the United Stales was up 7%, lo 295,000. The
market share rose 0.3 point, to 2.0%. There was a year-on-year
increase in sales driven by the crossover SUVs, including the
CX-5 and Mazda CX-9, as well as the newly-introduced Mazda
CX-30, despite total demand falling compared with the previous
fiscal year. In addition to high product appeal, the results of sales
reforms that have been implemented over the years, including
the optimization of trading areas, training of employees, and
innovation of dealerships, have begun to show results.

m Sales volume in Canada fell 4%, to 62,000 units, Sales volume in
Mesxico fell 19%, to 46,000 units,
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Europe

m Total demand in Europe decreased 15% year on year, to 16.05
million units. One of the reasons for this decrease was prolonged
lockdowns following the spread of COVID-19.

u Mazda's sales volume was down 32%, to 178,000 units. The
market share fell 0.3 point, to 1.1%. In addition to the impact of
shrinking demand due to the COVID-19 pandemic, the shift in
demand to EVs and plug-in hybrid cars, mainly in Germany, was
another reason for the fall in sales.

® Amid this harsh sales environment, Mazda's first mass-produc-
tion EV, the MX-30, launched in September 2020 and has
steadily improved its recognition, with sales for the full year
exceeding 10,000 units as planned. This contributed Lo a reduc-
tion in corporate average CO: emissions in Europe.

China

m Total demand in China increased 22% year on year, to 28.10
million units, due to a rapid recovery from the impact of COVID-
19. Demand also recovered drastically in the SUV segment,
which has been the growth driver in the passenger vehicle
market, increasing by 26%.

® Mazda's sales volume rose 8% from Lhe previous fiscal year, Lo
228,000 units. The market share fell slightly to 0.8%. Despite an
increasingly harsh and competitive environment, including an
increase in incentives by other companies, sales of crossover
SUVs, such as the Mazda CX-4 and CX-5, as well as the CX-30,
which was launched full scale in June 2020, achieved a year-on-
year increase. The Mazda3 also maintained favorable sales.

m Additionally, Mazda is launching the EV model of the CX-30 exclu-
sively to the Chinese market from fall 2021 in response to the
tightening of environmental regulations in China.

Other Markets

® Mazda's sales volume in other markets, which include Australla
and ASEAN, fell by 13% year on year, to 301,000 units.

® Mazda's sales volume in Australia experienced a slump in the
first half of the fiscal year due to COVID-19, but made a recovery
in the second half with a year-on-year increase of 3% to 93,000
units. The market share rose 1.0 point, to 9.8%. In particular, the
newly-introduced CX-30 and CX-8 2.51 model contributed to
this increase in sales.

® |n the ASEAN market, total demand shrunk due to factors includ-
ing the renewed spread of COVID-19 and restricted economic
activities. Total sales volume for the ASEAN market fell 15% year
on year ta 87,000 units,

» Mazda's sales volume for the full year in Thailand fell 23%, to
40,000 units, and the market share fell 0.4 points, to 5.1%.
Sales in the second half of the fiscal year increased by 8% year
on year, led by compact SUVs including the CX-30, but this
increase was not enough 1o offset the decline in sales in the
first half.

* Mazda's sales volume for the full year in Vietnam rose 1% from
the previous fiscal year, to 26,000 units. By proactively leverag-
ing government economic stimulus measures, sales in the
second half of the fiscal year increased by 34% year on year.
This increase contributed to business growth for the full year,
offsetting lower sales in the first half of the fiscal year.

Global Sales Volume Fiscal Year March 2021 YoY

(Thousands of units) First half Second half Full year First half Second half Full year
Japan 74 103 176 (25.0)% (1.4)% (12.9)%
Morth America 185 219 403 (8.8)% +125% =1.6%
Europe 82 97 178 (39.9)% (24.1)% (32.3)%
China | 17 m 228 +7.0 % +8.6 % +78%
Other Markets 121 180 m {34.3_)% +12.1% (12.7)%
Total 578 709 1,287 | (208% £3.0% (9.3)%
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BUSINESS RESULTS, FINANCIAL POSITION, AND CASH FLOWS

Net Sales

Net sales totaled ¥2,882.1 billion, a decrease of ¥548.2 billion, or
16.0%, reflecting the decrease in wholesale volume during the first
half of the fiscal year. By region, domestic sales amounted to
¥594.5 billion, a decrease of ¥35.4 billion, or 5.6% year an year,
due to a drop in sales as a result of intensifying competition from
other companies. Overseas sales saw a decline of ¥512.8 billion,
or 18.3%, Lo ¥2,287.6 billion, mainly due to the decrease in
wholesale volume in the European and ASEAN markets.

By product, vehicle sales were down ¥498.9 billion, or 17.6%,
to ¥2,340.2 billion, mainly due to a fall in wholesales resulting
from the impact of the COVID-19 pandemic, and sales of knock-
down parts for overseas production declined by ¥14.7 billion, or
17.7%, to ¥68.1 billion. Sales of parts shrunk by ¥33.4 billion, or
12.7%, to ¥229.0 billion. Other sales fell ¥1.2 billion, ar 0.5%, to
¥244.8 billion.

Operating Income
In the first half of the fiscal year, operating income declined ¥78.7
billion year on year, to a loss of ¥52.9 billion. This decline was
mainly due to a fall in wholesales associated with the global out-
break of COVID-19. Meanwhile, as a result of Companywide
focused and continuous efforts to lower the break-even sales
volume through sales recovery, fixed cost cantrol, and improve-
ment of variable profit, we achieved a significant improvement in
operating income in the second half of the fiscal year, which
increased ¥43.9 billion year on year to ¥61.7 billion,

As a result, the operating income for the full year decreased
by ¥34.8 billion, or 79.8%, to ¥8.8 billion, and the consolidated
operating income ratio declined 1.0 percentage point, to 0.3%.
Furthermaore, regarding the lowering of break-even sales volume,
we achieved just under 500,000 units in the second half of
the fiscal year, making steady progress toward achieving our
goal of one million units, as set out in our Medium-Term
Management Plan.

Operating Income Change
(Billions of yen)
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Ordinary Income and Net Income Attributable to Owners
of the Parent

Ordinary income fell ¥24.8 billion, or 46,8%, to ¥28.3 billion,
owing principally to the recording of ¥16.1 billion of fareign
exchange gains and a ¥6.6 billion gain from equity in net income
of affiliated companies. Net loss attributable to owners of the
parent was ¥31.7 billion, compared with net income attributable to
owners of the parent of ¥12.1 billion in the previous fiscal year, as a
result of factors such as the recording of ¥20.5 billion in fixed and
other costs during the suspension of production due to the impact
of the COVID-19 pandemic as an extraordinary loss and tax
expenses of ¥34.3 billion.

Capital Expenditures and R&D Costs
Capital expenditures (including intangible assels) tolaled ¥93.0
billion. This included investments for future growth such as capital
expenditures in new-generation products, environmental and safety
technologies, and the reinforcement of the global production system.

By segment, capital expenditures totaled ¥64.2 billion In Japan
and were mainly focused on new-generation products, environ-
mental and safety technologies, and increased praduction capacity
al the Hiroshima and Hofu plants, In Norlh America, ¥24.9 billion
was invested in projects such as the construction of a new plant in
the United States. Capital expenditures in Europe totaled ¥2.1
billion, and totaled ¥1.8 billion in other regions. Additionally,
Mazda is not implementing the disposal or sale of any major facili-
ties in any segment.

R&D casts totaled ¥127.4 billion, for the research and develop-
ment of new-generation products and environmental and safety
technologies.

Financial Position

latal assets as of March 31, 2021 came to ¥2,917.4 billien, up
¥129.8 billion from the end of the previous fiscal year. This was
due to factors such as increases in cash and cash equivalents (total
amount of cash and deposits, as well as securities). Total liabilities
amounted to ¥1,721.6 billion, an Increase of ¥139.8 billion from
the end of the previous fiscal year, owing to the procurement of
funds in preparation for the business fund risks associated with the
global outbreak of COVID-19. Interest-bearing debt amounted to
¥755.9 billion, owing to such factors as an increase in long-term
loans.

Net assets amounted to ¥1,195.8 hillion, a decrease of ¥10.0
billion, reflecting a net loss attributable to owners of the parent of
¥31.7 billion and cash dividends paid of ¥12.6 billion due to fac
tors such as an increase in accumulated other comprehensive

' “}:;_‘;5‘“ e 7 4 nlw:r;lga; Ty income associated with a rise in share prices. The equity ratio
e m“‘“‘:‘_":m‘m decreased 1.6 percentage points from the end of the previous
= mproverment e Detoncralion fiscal year to 40.5% (the percentage after consideration of the
equity credit attributes of the subordinated loan was 41.7%).
Ci I 1 E Fiscal Year March 2021 Yoy
(Billions of yen) First half Second hall Full year First half Second half Full yeai

Net sales 1,115.8 1,766.3 2,882.1 (590.8) <426 (54B.2) (16.0)%
Operating income/ {loss) (52.9) 61.7 8.8 (78.7) +43.9 (34.8) (79.8)%
Ordinary income / (loss) (53.3) 8.6 28.3 (87.3) +62.5 (24.8) {46.8)%
Met income/(loss) attributable to (93.0) g 317 (109.6) 1658 (43.8) s
owners of the parent ] i | ' . .
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Cash Flows

As of March 31, 2021, cash and cash equivalents increased ¥170.8
Billion from the end of the previous fiscal year, to ¥738.8 billion.
Interest-hearing debt grew ¥136.1 billion from the end of the
previous fiscal year Lo ¥755.9 billion. As a result, after subtracting
cash and cash equivalents from interest-bearing debt, net interest-
bearing debt amounted to ¥17.1 billion.

Net cash provided by operating activities increased to ¥120.1
billion, compared with ¥34.8 billion in the previous fiscal year,
mainly reflecting income before income taxes of ¥2.2 billion and a
decrease in inventories.

Net cash used in Investing activities was ¥78.9 billion,
compared with ¥127.6 billion in the previous fiscal year, mainly
reflecting capital expenditure for the acquisilion of property, plant
and equipment of ¥71.8 billion.

As a result of this, consolidated free cash flow (net of cash flow
from operating activities and investment activities) was positive
¥41.2 billion, compared with the previous fiscal year's negative
free cash flaw of ¥92.7 billion,

Net cash provided by financing activities was ¥99.3 billion,
compared with net cash used in financing activities of ¥24.3 bil-
lion in the previous fiscal year, reflecting the procurement of funds
in preparation for the business fund risks associated with the
global outbreak of COVID-19,

Fiscal Year Fiscal Year . Ya¥
{Billions of yen) March 2020 March 2021
Full year Full year
Cash Flows
Operating cash flows 4.8 1201
Investing tash flows (127.6) (78.9) -
Free cash Mlow (92.7) 41.2 —
Cash and cash equivalents 568.0 738.8 +170.8
Interest-hearing debl 619.9 755.9 +136.1
Mel interest-bearing debt 51.9 171 {34.8)
Tatal assets 2,787.6 29174 +129.8
Equity 1,174.9 1,181.7 +6.8
Equity Ratio 425 41% {2) points

comprising cash and cash equivalents of ¥738.8 billion, in addi-
tion to unused commitment credit lines of ¥200.0 billion,
amounted to ¥938.8 billion, which is equivalent to 3.9 months of
monthly sales.

Basic Dividend Policy, Dividends for Fiscal Years March
2021 and March 2022

Mazda strives to pay a stable dividend with steady increases under
a basic policy of determining the dividend amount by comprehen-
sively taking into account the Company's financial results for the
fiscal year, the business environment, and the Company’s financial
position.

For fiscal year March 2021, we forwent a dividend payout after
giving full consideration to the Company's financial results for the
fiscal year and financial position. For fiscal year March 2022, we
plan to pay a full-year dividend of ¥15 per share, consisting of a ¥0
per share interim dividend and a ¥15 per share year-end dividend.

Forecast for Fiscal Year March 2022

In fiscal year March 2022, the business environment is expected to
remain uncertain due 1o the current shortage in supply of semi-
conductors and the increase in cost of precious metals and other
raw materials. In terms of sales, however, we aim to increase sales
volume, particularly in markets where there have been strong
sales, such as the U.S, and Australia, as well as recover sales
volume to the level before the COVID-12 pandemic in each
region, Regarding the consolidated financial forecast, by improving
the global volume and mix, as well as continuing to make fixed
costs, including marketing expenses and advertising costs, more
efficient, we will strive to maximize profit.

The forecast for consolidated earnings and global sales volume
are as follows.

Liquidity and Source of Funds

In order for the Mazda Group to reliably secure the funds needed
for business activities, the Company is striving to create cash flows.
Furthermaore, the Company is procuring the necessary funds
through bank borrowing and the issuance of bonds for the pur-
pose of allacating the capital expenditures necessary for manufac-
turing and selling automobiles and parts, The liquidity risks of the
Group are managed mainly through the preparation and update of
the cash schedule on a timely basis, and the Company maintains a
certain level of liquidity at hand in order to respond to sudden
changes in the external environment.

The Company also has systems and procedures in place that
allow us to respond flexibly to liquidity risks through managing the
funds of the Group and intercompany loans within the Group. In
addition, the Company ensures sufficient liquidity by entering Into
commitment line agreements with domestic financial institutions.
At the end of fiscal year March 2021, liquidity,

Cansolidated Eamings Fiscal Year Ya¥
(Billlons of yen) March 2022
Net sales | 34000 +18,0%
Operating income 65.0 +637.0%
Ordinary Incone 55.0 +94.7%
Netincome attributable 1o owners of the parent 350
Foreipn exchange rates (Yen) U.S. dollars 109 +3
Luro 129 +5
Global Sales Violume Fiscal Year Yo¥
— lIhnl.?_anda u_f un'l_l.ii ] ﬂlﬂ‘l 2(2:22_
Japan 195 +#10.5%
MNarth Americs 414 +2.8%
turope 225 +25.9%
China 260 +14.0%
Other Markets 316 +4.9%
Tatal - - | _l A0 +8.5%
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BUSINESS RISKS

Significant risks that could affect the Mazda Group's business
results and financial position include those listed belaw. This list,
however, shows the main risks anticipated at the end of fiscal
year March 2021 and does not represent a comprehensive fist of
all the risks faced by the Group. The forward-looking statements
in this section are based on the judgments of the Group as of
the end of fiscal year March 2021.

Risks Associated with the External Environment

B £ conomic Conditions Impacting the Mazda Group
Selling its products in Japan and other parts of the world, includ-
ing in North America, Europe, and Asia, the Group is greatly
impacted by economic trends and fluctuations in demand in each of
its markets, Therefore, the Group's business results and financial
position could be adversely affected by, for example, an economic
dawnturn, recessiaon, changes in demand structure, declining
demand, and intensifying price competition in its main markets.

N Fluctuations in Exchange Rates

The Group is engaged in business activities on a global scale.
The Group not only exports products from Japan to other parts
of the world but also exports products manufactured at overseas
plants to other markets in the world. These transactions are
conducted in various currencies, and consequently its business
results and financial position are exposed to the effects of fluc-
tuations in exchange rates. In addition, as overseas assets and
liabilities denominated in local currencies are translated into
yen, there could be an adverse effect on shareholders' equity
through foreign currency translation adjustments due to
exchange rate fluctuations. The Group uses forward exchange
contracts and other instruments to minimize the impact of
short-term exchange rate risk. However, depending on the cir-
cumstances of fluctuations in exchange rates, loss ol opportunity
could be generated.

EM Statutory Regulations Covering the Enviranment

In addition to being subject to environmental regulations per-
taining to fuel consumption and exhaust emissions, automobile
safety, and the pollutant emission levels from manufacturing
plants, the Group's operations in each country where it does
business are subject to various statutory regulations, such as
labor regulations. In particular, the demand for carbon neutrality
is accelerating around the waorld. In order to fulfill its responsibil -
ity to society as a company, Mazda is working to reduce CO.
emissions from a well-to-wheel (from fuel extraction to driving)
perspective, We are working to help resolve issues with multi-
electrification solutions based on the electric power generating
infrastructure and usage environment of each country, as well as
the diversity of customers and their needs. However, going
forward, the Group's business results and financial position
could be adversely affected by the increased costs associated
with even more stringent stalutory and political regulations.

16 Mazda Annual Report 2021

Procurement of Materials and Components

The Group relies on numerous suppliers outside the Group for
the procurement of materials and comporents. For that reason,
the Group may face difficulties in procuring the necessary level
of materials and components for volume production, due to
supply constraints or reduced |ogistics functions in the event of
these suppliers being affected by a disaster, due to tight supply
balances, or due to changes to and breaches of supply contracts.
Should the Group be unable to absorb the effects of any
increases in the prices of the materials being procured by the
Company—for example, by making internal efforts to boost
productivity or passing an price rises to customers—or should
procured materials and components be of insufficient quality,
the possibility exists of a deterioration in output or higher costs,
which could adversely affect the Group's business results and
financial position.

International Business Activities
In addition to Japan, the Group sells its products and carries out
business activities in markets in all parts of the world, including
the United States and Europe, as well as developing and emerg-
ing markets overseas. In these international markets, the Group
is subject to the following potential risks, which could affect the
Group's business results and financial position if manifested:
» Adverse political and economic developments
» Impediments arising from changes in laws and regulations
« Import/export regulations, such as tariffs, detrimental taxes,
and other regulations
s Difficulties in attracting and securing personnel
+ Undeveloped infrastructure
# Strikes and other labor disputes
« Terrarist incidents, war, disease, and other factors leading to
social disorder
Furthermore, the Group's business results and financial posi-
tion could be adversely affected by changes in circumstances
including the global spread of COVID-19 in the future,

I Natural Disasters and Accidents

In addition to measures to protect its manufacturing sites and
other important facilities against fire and earthquakes, the
Group has concluded natural disaster insurance contracts and
taken other steps to minimize the financial risk of such events.
However, the ability of the Group to supply products may be
severely disrupted in the event of a major natural disaster, such
as an earthquake, typhoon, torrential rains, fload, fire, or ather
accident, which could adversely affect the Group's business
results and financial position.

EEl Changes in Financing Procurement Environment
and Interest Rate Fluctuations
In addition to loans from banks, the Group has been raising
funds by issuing its shares and bonds. However, in the event of
turmoil in financial markets, tax reforms or institutional changes
being made to government-affiliated financial organizations, or
the downgrading of the Group’s credil rating, the Group's busi-
ness results and financial position could be adversely affected
due to such factors as the increased funding costs and the dif-
ficulties associated with raising money for the amount of funds
required, Moreover, factoring in the effect of interest rate
changes on the Group's interest-bearing debt, were the costs af
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financing to increase due 1o a rise in interest rates, the Group's
business results and financial position could also be adversely
affected. In the event that any deterioration in the Group's finan-
cial standing were to infringe upon the financial covenants of
some of the loans and lead to the forfeiture of the benefit of
time, the Group's business results and financial position could
be adversely affected,

Risks Associated with Business Activities

Alliances and Joint Ventures

The Group is performing or examining joint activities with other
companies under technology alliances, joint ventures, and in
other forms with respect to the development, production, and
sales of products. These joint activities are designed to optimize
resources, facilitate their prioritization, and generate synergies.
However, in the event of a disagreement over management,
financial, or other matters between the parties involved, or in
the event that the expected results were not produced due to
such factors as changes to or terminations of alliances and joint
ventures, the Group’s business results and financial position
could be adversely affected. In addition, unintended changes to
or terminations of alliances and joint ventures could have an
adverse effect on the Group's business results and financial position,

B Market Competitiveness

Automobile markets, in which Mazda sells its products, are
undergoing rapid changes in their industrial structures due to the
expansion of new added-value businesses represented by con-
nected technology, autonomous driving technology, shared
services, and electrification technology, as well as a succession
of new entrants from other industries, resulting in an increasingly
competitive and diverse environment, Maintaining and enharc-
ing the Group's ability to compete in these markets, which
includes maintaining and developing the Mazda brand value, is
crucial to ensuring growth. The Group is implementing a range
of initiatives to boost its competitiveness in all areas, including
product planning and development, manufacturing, and sales,

in order to respond to these rapid changes. However, the
Group's business results and financial position could be adversely
affected, including declines in market share or product prices, in
the event that the scope and speed of changes to the competi-
tive environment exceed expectations or the Group fails to launch
appealing products at oppartune times as a result of issues related
to technological capabilities and manufacturing. The same holds
true if the Group fails to take effective steps to respond to
changes in customer values and needs, which continue 1o rap-
idly diversify, through its dealership network or sales methods.

T Protection of Intellectual Property

In order to maintain competitiveness, the Group is warking to
accumulate and protect technologies and expertise that help it
to develop unigue products. At the same time, the Group is
taking steps to prevent the infringement of third-party intellec-
tual property rights. Nonetheless, should differences in recogni-
tion or opinion lead to a disputed infringement of third-party
intellectual property rights that results in the Group being forced
to halt the production and sales of products, or needing to pay
damages, this could also adversely affect the Group's business
results and financial position. The Group's intellectual property Is
not subject to complete protection in certain regions. In the

event that third parties use the Group's intellectual property
rights on an unauthorized basis to produce similar products, the
Group may have to pay substantial expenses for litigation, or
experience a decline in sales due to an inability to offer unique
products. This could adversely affect the Group's business results
and financial position.

IEEM Product Quality

While striving to improve the quality of its products to meet the
requirements of the market, the Group also does its utmost to
ensure the safety of its products. However, should a defect
develop in a product due to unforeseen circumstances or a
large-scale recall oceur, this could adversely affect the Group's
business results and financial position due to such factors as the
incurring of significant costs, the Group's diminished brand
image, and loss of market frust.

EE Dependence on Information Technology

In the course of various business activities such as development,
production, and sales of products, the Group utilizes informa-
tion technology, networks, and systems. The Group's products
are also equipped with these technologies, including a driving
support system, etc. Despite countermeasures implemented in
information technology, networks, and systems to allow safe
operations, such factors as failures in infrastructure, cyberattacks,
and infection by computer viruses may result in suspension of
business activities, loss of data, leakage of confidential informa-
tion, and deterioration in product functions. Should these events
occut, the Group's business results and financial position could
be adversely affected due to the incurring of costs associated
with countermeasures, loss of product credibility, and damage to
the brand image, etc.

EEM Compliance and Reputation

Commencing with information security efforts to protect per-
sonal information and confidential information, the Group has
taken preventive measures regarding compliance, such as com-
pliance with the law. In addition, in the event of a compliance-
related incident being detected, the Group has a rapid response
system in place to prevent any impact on the Group's social
credibility and reputation, However, the Group cannot guaran-
tee that there is no possibility of a legal violation occurring in the
future, Should there be evidence of an illegal act or should the
rapidity and content of the response prove insufficient, the
Group's social credibility and reputation could be harmed, and
the Group's business results and financial position could be
adversely affected.

I Forecasts

In November 2020, the Group announced its Medium-Term
Management Plan Revision (from fiscal year March 2020
through to fiscal year March 2026). If the exacution of the vari-
ous measures does not realize the expected benefits, owing to
such factors as substantial changes in the operating environment
and slower progress with the plan than projected, the Group's
business results and financial position could be adversely
affected.
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CONSOLIDATED BALANCE SHEETS

Mazga Moltor Corporation and C
As of March 31, 2020 and 2021

Thousands of

.5, dollars
Millions of yen (Mote 1)
ASSETS 2020 2021 2021
Current assets:
Cash and cash equivalents ¥ 567,994 ¥ 738,793 $ 6,655,793
Trade notes and accounts receivable (Note 5) 169,007 167,533 1,509,306
Inventories (Notes 8 and 10) 441,305 433,049 3,901,342
Other current assets 137,276 152,023 1,369,577
Allowance for doubtful receivables (970) (1,803) (16,243)
Total current assets 1,314,612 1,489,595 13,419,775
Property, plant and equipment:
Land (Note 9) 418,104 417,027 3,757,000
Buildings and structures 538,522 549,059 4,946,477
Machinery, equipment and vehicles 912,946 893,991 8,053,973
Tools, furniture and fixtures 276,761 281,970 2,540,270
Leased assets 27,632 31,100 280,180
Construction in progress 78,357 113,733 1,024,622
2,252,322 2,286,880 20,602,522
Accumulated depreciation (1,179,808) (1,211,712) (10,916,324)
Net property, plant and equipment (Notes 10 and 18) 1,072,514 1,075,168 9,686,198
Intangible assets (Note 18) 40,097 42,914 386,613
Investments and other assets:
Investment securities (Mote 5):
Affiliated companies 152,011 123,173 1,109,667
Other 61,989 80,259 723,054
Long-term loans receivable (Note 5) 6,807 1,861 16,766
Asset for retirement benefits (Note 20) 3,736 6,660 60,000
Deferred tax assets (Note 21) 91,829 61,120 550,631
Other investments and ather assets 44,438 37,009 333,413
Allowance for doubtful receivables (393) (345) (3,108)
Total investments and other assets 360,417 309,737 2,790,423
Total assets  ¥2,787,640 ¥ 2,917,414 § 26,283,009
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Thousands of
.5, dollars
Millions of yen (Mote 1)
LIABILITIES AND NET ASSELS 2020 021 2021
Current liabilities:
Short-term debt (Notes 5 and 10) ¥ 121,364 ¥ 1,608 $ 14,486
Long-term debt due within one year (Notes 5 and 10) 41,614 15,805 142,387
Trade notes and accounts payable (Note 5) 364,784 363,679 3,276,387
Income taxes payable 16,022 5,336 48,072
Accrued expenses (Note 5) 257,492 286,061 2,577,126
Reserve for warranty expenses 87,168 80,504 725,261
Other current liabilities (Note 21) 44,499 54,657 492,407
Total current liabilities 932,943 807,650 7,276,126
MNon-current liabilities:
Long-term debt due after one year (Notes 5 and 10) 456,890 738,515 6,653,288
Deferred tax liability related to land revaluation (Note 9) 64,553 64,537 581,414
Liability for retirement benefits (Note 20) 75,874 50,039 450,802
Other non-current liabilities (Nate 21) 51,534 60,843 548,136
Total non-current liabilities = 648,851 913,934 8,233,640
Total liabilities 1,581,794 1,721,584 15,509,766
Contingent liabilities (Note 11)
Net assets:
Capital and retained earnings (Note 13):
Common stock 283,957 283,957 2,558,171
Authorized: 1,200,000,000 shares
lssued: 631,803,979 shares in 2020 and 2021
Capital surplus 264,917 263,028 2,369,622
Retained earnings 552,993 508,784 4,583,640
Treasury stock
(2,017,360 shares in 2020 and 2,018,122 shares in 2021) (2,186) (2,187) (19,703)
Total capital and retained earnings 1,099,681 1,053,582 9,491,730
Acc lated other comprehensive income /(loss):
Net unrealized gain /(loss) on available-for-sale securities 2,23 16,002 144,162
Deferred gains/(losses) on hedges n (312) {2,811)
Land revaluation (Note 9) 145,574 145,536 1,311,135
Foreign currency translation adjustment (48,256) (30,897) (278,351)
Accumulated adjustments lor retirement benefits (24,604) (2,181) (19,649)
Total accumulated other comprehensive income 75,266 128,148 1,154,486
Stock acquisition rights (Note 14) 290 382 3,441
Non-contralling interests 30,609 13,718 123,588
Total net assets 1,205,846 1,195,830 10,773,243
Total liabilities and net assets ¥2,787,640 ¥2,917,414 $26,283,009

Mazda Annual Report 2021 19



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 34 of 139 Page ID
#:6321

CONSOLIDATED STATEMENTS
OF OPERATIONS AND COMPREHENSIVE INCOME

Mazda Motor Corporation and Consolid
Years ended March 31, 2020 and 2021

Consolidated Statements of Operations

Thousands of

1.5, dollars
Millions of yen (MNote 1)
: 2020 2021 202
Net sales ¥3,430,285 ¥2,882,066 §25,964,559
Cost and expenses:
Cost of sales 2,683,647 2,268,422 20,436,234
Selling, general and administrative expenses (Note 15} 703,035 604,824 5,448,865
3,386,682 2,873,246 25,885,099
Operating income 43,603 8,820 79,459
Other income /(expenses):
Interest and dividend income 7,449 5,173 46,604
Interest expense (6,132) (8,034) (72,378)
Equity in net income of affiliated companies 19,714 6,622 59,658
Other, net (Note 17) (15,352) (10,379) (93,506)
5,679 - (6,618) (59,622)
Income before income taxes 49,282 2,202 19,838
Income taxes (Note 21):
Current 27,539 17,400 156,757
Refund of income taxes for prior periods (11,766) - =
Deferred 19,404 16,856 151,856
35,177 34,256 308,613
Net income/(loss) 14,105 (32,054) (288,775)
Net income/(loss) attributable to non-controlling interests 1,974 (403) (3,631)
Net income/(loss) attributable to owners of the parent ¥ 1213 ¥ (31,651) $ (285,144)
U.5. dollars
Yen (Note 1)
Amounts per share of common stock:
Net income/(loss):
Basic ¥19.26 ¥(50.26) $(0.45)
Diluted 19.25 = e
Cash dividends applicable to the year 35.00 = =
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Consolidated Statements of Comprehensive Income

Thousands of

LS. dollars
Millions of yen (Note 1)
2020 2021 2021
Net income /(loss) ¥ 14,105 ¥(32,054) $(288,775)
Other comprehensive income/(loss):
Net unrealized gain/(loss) on available-for-sale securities (1,765) 13,754 123,910
Deferred gains/(losses) on hedges (530) (545) (4,910)
Foreign currency translation adjustment (15,855) 19,698 177,459
Adjustments for retirement benefits (2,641) 22,384 201,658
Share of other comprehensive income/(loss) of affiliates
accounted for using equity method 1,618 (2,780) (25,045)
Total other comprehensive income /(loss) (19,173) 52,511 473,072
Comprehensive income ¥ (5,068) ¥ 20,457 $ 184,297
Comprehensive income /(loss) attributable to:
Owners of the parent (6,306) 21,269 191,612
Non-controlling interests 1,238 (812) (7,315)
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Years ended March 31, 2020 and 2021

Millions of yen
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Capital and retained earnings

Comman stock Capital surplus d earnings Treasury stock Total
April 1, 2019 ¥ 283,957 ¥ 264,913 ¥562,904 ¥(2,215) _ ¥1,109,559
I:u_g-iﬂ,’f:.l.euei_u]
Dividends paid — - (22,042} - (22,042)
Net income /(loss) attributable 'y = 1213 = 121
1o owners of the parent
Purchase of treasury stack - = = m )
Sale of treasury stock - 3 - 30 33
Reversal for land revaluation = ~ - — -
Change in ownership interest of
parent arising from transactions = - = Iy s
with non-controlling shareholders
Changes in items other than capital and
ined ings, net = == = = =
Total changes during the fiscal year - 3 (9,911) 29 (9,878)
April 1, 2020 ¥283,957 ¥264,97 ¥552,993 ¥(2,186) ¥1,099,681
Increase /(decrease)
Dividends paid - - (12,596) = (12,596)
Net income /(loss) attributable = - (31,651) - (31,651)
ta owners of the parent
Purchase of treasury stock - - - (1 (1
Sale of treasury stock = —~ = = i
Reversal for land revaluation - - 38 - EL]
Change in ownership interest of
parent arising from transactions - (1,889) = = (1,889)
with non-controlling shareholders
Changes in items other than capital and = = o
retained eamings, net
Total changes during the fiscal year - {1,889) (44,209) (1) {46,099)
March 31, 2021 ¥283,957 ¥263,028 ¥508,784 ¥(2,187) ¥1,053,582
Millions of yen
A lated other ¢ income /(loss)
MNet unrealized Foreign Accumulated
gain/(loss) on Deferred currency adjustrments Stock MNaon-
available-for- gains /{losses) Land translation  for retirement acquisition  controlling Tatal
sale securities on hedges luiati ] benefits Total rights interests net assels
April 1, 2019 ¥ 4,008 ¥ BO4 ¥ 145,574 ¥ (34,762) ¥(21,921) ¥ 93,703 ¥ 255 ¥ 29,924 ¥1,233.441
Increase /(decrease)
Dividends paid - — - =S == - - = (22,042)
Metincome f{loss) attributable
to pwners of the parent T = N N e B 3 i 15151
Purchase of treasury stock — - - - - - - - (1)
Sale of treasury stock 33
Reversal for land revaluation - - = = - o = = =
Change in ownership interest of
parent anising from transactions - - - - - - - - -
with non-controlling shareholders
Changes in items other than capital and
i i net {1,777} (483) - (13,494) {2,683} (18,437) 35 685 (17,716)
Total ct during the fiscal year (1.777) [483) = {13,494) (2,683) (18,437) 35 6855 {27,595)
April 1, 2020 ¥ 2231 ¥ 321 ¥ 145574 ¥ (48,256)  ¥(24,604) ¥ 75266 ¥ 290 ¥ 30,609 ¥1,205846
Increase/(decrease)
Dividends paid - - - - - - - - {12,596)
Net income /{loss) attributable
to owners of the parent = & pos - - p- > = 131,687
Purchase of treasury stock - - - - - - - - (1)
Sale of treasury stock == = o = = = = 'y =
Reversal for land revaluation - - - - - - - - 38
Change in ownership interest of
parent arising from transactions - - - - - - - - (1,889)
with non-controlling shareholders
Changes in items other than capital and
i ings, net 13,771 (633) {38) 17,359 22,423 52,882 92 (16,891) 36,083
Total changes during the fiscal year 13,771 (633) (38) 17,359 22,423 52,882 92  (16,891)  (10,016)
March 31, 2021 ¥16,002 ¥(312) ¥145,536 ¥(30,897) ¥(2,181) ¥128,148 ¥382 ¥ 13,718 ¥1,195,830
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Thousands of LS. dollars (Note 1)
Capital and retained earnings
Common stock Capital surplus Retained earnings Treasury stock Total
April 1, 2020 $ 2,558,171 $ 2,386,640 $ 4,981,919 $(19.694) $ 9,907,036
Increase /(decrease)
Dividends paid - - (113,477) - {113,477)
Net income /{loss) attributable
to owners of the parent - - (285,144) - (285,144)
Purchase of treasury stock - - - (9) 9
Sale of treasury stock - = = = —
Reversal for land revaluation - - 342 - 342
Change in ownership interest of
parent arising from transactions - {(17,018) - - (17,018)
with non-controlling shareholders
Changes in items other than capital and = -~ Mo a2 =
retained ings, net
Total ch during the fiscal year - (17,018} (398,279) 9 {415,306)
March 31, 2021 $2,558,171 $2,369,622 $4,583,640 $(19,703) $9,491,730
Thousands of LLS. dollars (Note 1)
Accumulated ather camprek income /{loss)
Net unrealized Foreign Accumulated
gain /{loss) on Deferred cumency adjustments Stock Non-
available-for-  gains/{losses) Land translation  for retirement acquisition  controlling Total
sale securilies on hedges revaluation  adjustment benefits Total rights interests net assets
April 1, 2020 $5 20,099 $ 2,892 $1,311.477 $(434,739) §(221,658) § 678,071 §2,613 § 275757 §10,863,477
Increase /(decrease)
Dividends paid - - = = - — = - (113,477)
Net income/(loss) attributable
to owners of the parent s = > o bt = = F 1285,144)
Purchase of treasury stock - - - - - - - - (9)
Sale of treasury stock - - - = = - =~ - .
Reversal for land revaluation - - - - - - - = 142
Change in ownership interest of
parent arising from transactions - - - - = — = e (17,018)
with non-controlling shareholders
Changes in items other than capital and
retained earnings, net 124,063 (5,703) (342) 156,388 202,009 476,415 828 (152,169) 325,072
Total during the fiscal year 124,063 (5,703) (342) 156,388 202,009 476,415 828 (152,169) (90,234)
March 31, 2021 $144,162 $(2,811) $1,311,135  §{278,351)  $(19,649) $1,154,486 $3,441 §123,588 510,773,243
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i q %

Mazda Motar Ce ion and C
Years ended March 31, 2020 and 2021

Thousands of
.S, dollars
Millions of yen {Note 1)

2020 2021 2021

Cash flows from operating activities:
Income before income taxes ¥ 49,282 ¥ 2,202 $ 19,838
Adjustments to reconcile income before income taxes to
net cash provided by/(used in) operating activities:

Depreciation and amortization 92,269 89,765 808,694
Impairment loss 797 1,355 12,207
Increase /{decrease) in allowance for doubtful receivables (62) B47 7,631
Increase /(decrease) in reserve for warranty expenses (11,099) (6,664) (60,036)
Increase /(decrease) in liability for retirement benefits 2,669 2,796 25,189
Interest and dividend income (7,449) (5,173) (46,604)
Interest expense 6,132 8,034 72,378
Equity in net loss/{income) of affiliated companies (19,714) (6,622) (59,658)
Loss/(gain) on sale and retirement of property, plant and equipment, net 3,536 4,383 39,486
Loss/(gain) on sale of investment securities, net (413) (120) (1,081)
Decrease/(increase) in trade notes and accounts receivable 18,334 5,785 52,117
Decrease/(increase) in inventories (50.871) 30,051 270,730
Decrease /{increase) in other current assets 14,403 (6,113) (55,072)
Increase /(decrease) in trade notes and accounts payable (61,553) (6,864) (61,838)
Increase /(decrease) in other current liabilities (4,130) 19,591 176,495
Other {2,750) (4,467) (40,242)
Subtotal 29,381 128,786 1,160,234
Interest and dividends received 30,766 23,452 211,279
Interest paid (6,226) (7,730) (69,640)
Income taxes refunded/(paid) (28,078) (30,004) {270,306)
Refund of income taxes for prior periods 8,991 5,554 50,036
Net cash provided by/(used in) operating activities 34,834 120,058 1,081,603
Cash flows from investing activities:
Net decrease /(increase) in time deposits 60 759 6,838
Purchase of investment securities (5,620) (255) (2,297)
Proceeds from sales and redemption of investment securities 1,063 1,785 16,081
Purchase of property, plant and equipment (107,549) {71,776) (646,631)
Proceeds from sale of property, plant and equipment 1,476 1,462 13171
Purchase of intangible assets (14,809) (14,263) (128,495)
MNet decrease/(increase) in short-term loans receivable 274 263 2,369
Payments of long-term loans receivable (2,748) (587) (5,288)
Collections of long-term loans receivable 239 3,848 34,667
Other . 36 (98) (883)
Net cash provided by/(used in) investing activities (127,578) (78,862) {710,468)
Cash flows from financing activities:
MNet increase /(decrease) in short-term debl {15) (120,121) (1,082,172)
Praceeds from long-term debt 51,160 291,575 2,626,802
Repaymer}ts of long-term debt ’ (52,857) (41,541) (374,243)
Paymen in ownership interests i idiari
tlral d;snor?zsﬂ:?;:'lsi:;:lge in scopp:! of co:ssnl?ds;tl:;sndla"es = {17831 (160,640)
Cash dividends paid (22,042) (12,596) (113,477)
Cash dividends paid to non-controlling interests (552) (137) (1,234)
Net decrease /(increase) in treasury stock 32 (1) (9)
Net cash provided by/(used in) financing activities (24,274) 99,348 895,027
Effect of exchange rate fluctuations on cash and cash equivalents (16,612) B 30,255 _— _Z?E,EG_BH
Net increase /(decrease) in cash and cash equivalents (133,630) 170,799 1,538,730
Cash and cash equivalents at beginning of the period 701,624 567,994 5,117,063
Cash and cash equivalents at end of the period ¥ 567,994 ¥ 738,793 $ 6,655,793
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Mazda Motal Carporation and Consolidated Subsidiaries

B BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements of Mazda Motor Corparation (the “Company”) and its consolidated subsid-
iaries (together, the “Group”) have been prepared in accordance with the provisions set forth in the Financial Instruments and
Exchange Law of Japan and its related accounting regulations and in conformity with accounting principles generally accepted in
lapan ("Japanese GAAP"), which are different in certain respects as to application and disclosure requirements from International
Financial Reporting Standards ("IFRS").

For the convenience of readers outside Japan, the accompanying consolidated financial statements have been reformatted and
translated into English from the consolidated financial statements of the Group prepared in accordance with Japanese GAAP and
filed with the appropriate Local Finance Bureau of the Ministry of Finance as required by the Financial Instruments and Exchange
Law of Japan. Certain supplementary information included in the statutory Japanese language consolidated financial statements is
not presented in the accompanying consolidated financial statements.

The conversion of the Japanese yen into U.S. dollars is included solely for the convenience of readers outside Japan, using the
prevailing exchange rate at March 31, 2021, which was ¥111 to U.S. $1.00. The conversions should not be construed as represen-
tations that the Japanese yen have been, could have been, or could in the future be converted into U.S. dollars at this or any other
rate of exchange.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statements include the Company and companies, over which the Company has power
of control through majority voting rights ar there are certain conditions evidencing control by the Company. Investments in affili-
ates, over which the Company has the ability to exercise significant influence over operating and financial policies of the investees,
are accounted for under the equity method.

The consolidated financial statements include the Company and 70 subsidiaries (69 in the year ended March 31, 2020).

In addition, 18 affiliates (18 in the year ended March 31, 2020) are accounted for under the equity method.

The consolidated balance sheet date is March 31. Among the consolidated subsidiaries, 23 companies have fiscal year-ends
far their statutory financial statements that are different from the consolidated balance sheet date, most of which are December
31.In preparing the consolidated financial statements, for 9 of the 23 companies, provisional settlement of accounts that are
prepared for consolidation are used 1o supplement the companies’ statutory financial statements. For the other 14 companies,
in preparing the consolidated financial statements, financial statements of these companies with different balance sheet dates are
used. However, adjustments necessary in consolidation are made for material transactions that have occurred between the
balance sheet date of these subsidiaries and the consolidated balance sheet date.

FOREIGN CURRENCY CONVERSION
Receivables and payables denominated in foreign currencies are converted into Japanese yen at the exchange rate at the year-end;
gains and losses in foreign currency conversion are included in the income for the current period.

Balance sheet accounts of consolidated foreign subsidiaries are converted into Japanese yen at the rates on the subsidiaries’
balance sheet dates except for net assets accounts, which are converted at the historical rates. Income stalement accounts
of consolidated foreign subsidiaries are converted into Japanese yen al the average rates during the subsidiaries’ accounting
periods, with the conversion differences prorated and included in the net assets as a foreign currency conversion adjustment
and non-controlling interests in the consolidated subsidiaries.

CASH AND CASH EQUIVALENTS
The Group considers all highly liquid short-term investments with a minimum risk of price fluctuation, whose maturity date comes
within three months from the time of purchase, to be cash equivalents.

SECURITIES

Securities are classified as (a) securities held for trading purposes (hereafter, “trading securities”), (b) debt securities intended to
be held to maturity (hereafter, “held-to-maturity debt securities”), () equity securities issued by the unconsolidated subsidiaries
and affiliated companies, and (d) all other securities that are not classified in any of the above categories (hereafter, “available-far-
sale securities”),
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The Group does not have trading securities or held-to-maturity debt securities. Equity securities issued by unconsolidated
subsidiaries and affiliated companies that, based on the applicable materiality provisions of Japanese GAAP, are not accounted for
under the equity method are stated at moving-average cost.

Available-for-sale securities with available fair market values are stated at fair market value. Unrealized gains and unrealized
Josses on these securities are reported, net of applicable income taxes, as a separate component of accumulated other compre-
hensive income within net assets. Realized gains and losses on the sale of such securities are computed using moving-average
cost. Available-for-sale securities without available fair market values are stated mainly at moving-average cost.

If the fair market value of equity securities issued by unconsolidated subsidiaries and affiliated companies not on the equity
methad and of available-for-sale securities declines significantly, such securities are stated at fair market value and the difference
between fair market value and the carrying amount is recognized as a loss in the period of the decline. If the fair market value
of equity securities issued by unconsolidated subsidiaries and affiliated companies not on the equity method and of available-for-
sale securities is not readily available and the net asset value declines significantly, such securities shall be written down to net
asset value with a corresponding charge to income. In these cases, such fair market value or the net asset value will be the carrying
amount of the securities at the beginning of the next fiscal year,

DERIVATIVES AND HEDGE ACCOUNTING
Derivative financial instruments are mainly stated at fair value, and changes in the fair value are recognized as gains or losses
unless derivative financial instruments are used for hedging purposes and meet criteria for hedge accounting.

If derivative financial instruments are used as hedges and meet certain hedging criteria, recognition of gains or losses resulting
from changes in the fair value of derivative financial instruments is deferred until the related losses or gains on the hedged items
are recognized,

Also, if interest rate swap contracls are used as hedges and meet certain hedging criteria, the net amount Lo be paid or received
under the interest rate swap contract is added to ar deducted from the interest on the assets or liabilities for which the swap
contract was executed.

INVENTORIES
Inventories are stated at the lower of cost (determined principally by the average method), or net realizable value,

PROPERTY, PLANT AND EQUIPMENT (EXCEPT FOR LEASED ASSETS)
Property, plant and equipment are stated principally at cost. Depreciation is computed mainly using the straight-line method over
the estimated useful lives of the assets with a residual value at the end of useful lives to be a memorandum value.

INTANGIBLE ASSETS (EXCEPT FOR LEASED ASSETS)
Intangible assets are amortized using the straight-line method over the estimated useful lives of the assets.
Software for internal use is amortized on a straight-line basis over the period of internal use, i.e., 5 years.

AMORTIZATION OF GOODWILL
The difference between the consideration transferred and the fair value of net assets acquired is shown as goodwill, and amartized
on a straight-line basis over a period (primarily 5 years) during which each investment is expected to generate benefits.

LEASED ASSETS
FINANCE LEASES IN WHICH OWNERSHIP IS NOT TRANSFERRED TO THE LESSEE
Contents of leased assets are as follows. Property, plant and equipment are mainly sales administration facilities, parts of automo-
bile manufacturing equipment and molds, and electronic calculators. Intangible assets are software.

Finance leases are capitalized on the balance sheet. Depreciation or amortization expense is recognized on a straight-line basis
over the lease period.

For leases with a guaranteed minimum residual value, the contracted residual value is considered to be the residual value
for financial accounting purposes. For other leases, the residual value is zero.
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The consolidated foreign subsidiaries that apply IFRS adopted IFRS 16 “Leases” ("IFRS 16"). In accordance with IFRS 16,
the lessee recognizes substantially all of the lease assets and |ease llabilities on the balance sheet. For lease assets, depreciation or
amortization expense is recognized on a straight-line basis over the lease period.

ALLOWANCE FOR DOUBTFUL RECEIVABLES

Allowance for doubtful receivables provides for losses from bad debt. The amount estimated ta be uncollectible is recognized; for
receivables at an ordinary risk, it is based on the past default ratio, and for receivables at a high risk, it is calculated in consider-
ation of collectibility of individual receivables.

RESERVE FOR WARRANTY EXPENSES

Reserve for warranty expenses pravides for after-sales expenses of products (vehicles). In accordance with the coverage of the
warranty booklet and the related laws and regulations, the amount is estimated per product warranty provisions and actual costs
incurred in the past, taking future prospects and expected reibursements into consideration.

EMPLOYEES' RETIREMENT BENEFITS

The Group provides various types of post-employment benefit plans, including lump-sum plans, defined benefit pension plans,
and defined contribution pension plans, under which all eligible employees are entitled to benefits based on the level of wages
and salaries at the time of retirement or termination, length of service, and certain other factors.

In calculating the retirement benefit obligations, the method of attributing expected benefit to the accounting period is based
mainly on a benefit formula basis.

The recognition of actuarial differences is deferred on the straight-line basis over a period equal to or less than the average
remaining service period of employees at the time such gains or losses are realized (mainly 13 years). The amortization of net
gains or losses starts from the year immediately following the year in which such gains or losses arise.

The recognition of past service costs is deferred on a straight-line basis over a period equal to or less than the average
remaining service period of employees at the time such cost is incurred (mainly 12 years).

INCOME TAXES

Income taxes comprise corporation, enterprise, and inhabitants taxes. Deferred tax assets and liabilities are recognized to

reflect the estimated tax effects attributable o temporary differences and tax loss carryforwards, Deferred tax assets and liabilities
are measured using the enacted tax rates that are expected to apply when the temporary differences are expected to reverse.

The measurement of deferred tax assets is reduced by a valuation allowance, if necessary, by the amount of any tax benefits that
are not expected (o be realized.

The Company and its whally owned domestic subsidiaries elect to file a consolidated corporate tax return as a consolidation
group.

For items amended in relation to the introduction of the group tax sharing system under the "Act on Partial Revision of the
Income Tax Acl, etc.," the Company and some of its consolidaled domestic subsidiaries recopnize deferred tax assets and deferred
tax liabilities based on the provisions of pre-amended tax laws instead of applying paragraph 44 of the "Implementation Guidance
on Tax Effect Accounting,” according to paragraph 3 of the "Treatment of Tax Effect Accounting for the Transition from the
Consolidated Taxation System to the Group Tax Sharing Systern.”

AMOUNTS PER SHARE OF COMMON STOCK

The calculations of net income per share of common stock are based on the average number of shares outstanding during each
year. Diluted net income per share of common stock is calculated based on the average number of shares outstanding during each
year after giving effect to the diluting potential of common stock to be issued upon the exercise of stock acquisition rights and
stack options.

Cash dividends per share represent amounts applicable for the respective years on an accrual basis.
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ADDITIONAL INFORMATION
ACCOUNTING ESTIMATES REGARDING THE IMPACT OF NOVEL CORONAVIRUS
As the impact of the novel coronavirus pandemic is still unpredictable, the Company has assessed the recoverability of deferred
tax assets assuming the limited impact will continue in the fiscal year ending March 31, 2022.

It should be noted that the changes in the assumptions including the global spread of the novel coronavirus in the future may
affect the Company's consolidated financial results.

EEE SIGNIFICANT ACCOUNTING ESTIMATES

Accounting Estimates are calculated based on the information available at the time of preparation of consolidated financial state-
ments, Accounting estimates that are recorded in the consolidated financial statements for the current fiscal year and have a risk
of a material effect on consolidated financial statements for the next fiscal year are as follows:

IMPAIRMENT OF LONG-LIVED ASSETS
1) Amounts reported in the consolidated financial statements for the fiscal year ended March 31, 2021

Thousands of

Millions of yen L.5. dollars
Property, plant and equipment and intangible assets ¥1,118,082 $10,072,811
Of which, the balance of the Company's property, plant and equipment and intangible assets ¥ 708,860 § 6,386,126

2) Other information that assists readers of consolidated financial statements in understanding the nature of the estimates:

In applying the Accounting Standard for Impairment of Fixed Assets, the Group principally groups its long-lived assets at each
operating company level and assesses whether indicators of impairment exist. Idle assets, assets held for leasing, and assets held
for sale, however, are assessed individually. When there is an indicator of impairment, the Group estimates the future cash flows
of each asset group and determines if an impairment loss shall be recognized.

While the Company recorded net losses from operations for the fiscal years ended March 31, 2020 and 2021, the Company
expects net income from operations for the fiscal year ending March 31, 2022, Since there were no other events or circumstances
that might indicate impairment, the Company determined that there was no impairment indicator for its operating assets,

On the other hand, the next year's budget, which was the basis for the forecasts of profit or loss from operations for the
following fiscal year, included significant assumptions involving estimation uncertainty, such as the prospects for consalidated
wholesales volume assuming a certain business environment that incorporated the effects of the shortage of semiconductors, etc.,
the results of manufacturing cost improvement measures, the impact of rising raw material prices, including precious metals, as
well as transaction prices between the Company and its subsidiaries, which required management judgment. Thereflore, if
changes in the market environment, etc. cause significant changes to these assumptions, it may be necessary to record an impair-
ment loss on long-lived assets.

RECOVERRABILITY OF DEFERRED TAX ASSETS
1) Amounts reported in the consolidated financial statements for the fiscal year ended March 31, 2021

Ihousands of

Millions of yen LS. dollars
Deferred tax assels ¥61,120 $550,631
Of which, the balance of the Company'’s deferred Lax assets ¥37,208 $335,207
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2) Other information that assists readers of consolidated financial statements in understanding the nature of the estimates:
Based on the estimated future taxable income, deferred tax assets are recognized for tax loss carryforwards and deductible
temporary differences to the extent that they are expected to reduce the amount of future tax payments.

The estimated future taxable income, which was used to assess the recoverability of deferred tax assets, was based on the next
year's budget prepared by management. Accordingly, it included significant assumptions involving estimation uncertainty, such as
the praspects for consolidated whalesales valume assuming a certain business environment that incorporated the effect of the
shortage of semiconductors, etc., the results of manufacturing cost improvement measures, the impact of rising raw material
prices, including precious melal, as well as transaction prices between the Company and its subsidiaries, which required manage-
ment judgment, Therefore, if changes in the market environment, etc. cause significant changes to these assumptions and reduce
the estimated future taxable income, the amount of deferred tax assets may be reduced and additional tax costs may be incurred.

RESERVE FOR WARRANTY EXPENSES
1) Amounts reported in the consolidated financial statements for the fiscal year ended March 31, 2027

Thousarids of
Millions of yen LLA dollars
Reserve for warranty expenses ¥80,504 §725,261

2) Other information that assists readers of consolidated financial statements in understanding the nature of the estimates:
For after-sales service expenses of products, the Group estimates future repair costs to be incurred in accordance with the
coverage of the warranty booklet ("general warranty”) and with the related laws and regulations such as recalls and service
campaigns ("recall-related repair costs”), and records them in the reserve for product warranty expenses. The estimation also
reflects the expected reimbursement amounts to be recovered fram the supplier.

Of the above, the reserve for general warranty is estimated by calculating the repair cost per vehicle for each major market
based on historical data, and multiplying it by the number of vehicles covered under the warranty. The reserve for recall-related
repair costs is estimated for each recall and service campaign. It is estimated by calculating the repair cost per vehicle, which
includes parts costs and labor costs, and multiplying it by the estimated number of vehicles subject to each recall and service
campaign. With regard Lo Lhe expected reimbursement amounts 1o be recovered from Lhe supplier, based upon the analysis of the
causes ol defects, the expected reimbursement rate is delermined by considering technical responsibility, the suppliers’ payment
ability, and the status of negotiations with suppliers. It is then incorporated into the calculation of the reserve.

The expected reimbursement rate included management’s assessment of technical responsibility, involved uncertainty, and was
dependent upon future negoliations with suppliers. Therefore, if the actual reimbursement rate in the future is different from the
reimbursemnent rale used for the estimation, additional recognition or reversal of reserve for warranty expenses may be required.

ACCOUNTING CHANGES
NEW ACCOUNTING STANDARDS NOT YET APPLIED
- "Accounting Standard for Revenue Recognition” (ASB) Statement No. 29, March 31, 2020)
-"Implementation Guidance on Accounting Standard for Revenue Recognition” (ASB) Guidance No. 30, March 26, 2021)
1) Summary
The International Accounting Standards Board ("IASB") and the Financial Accounting Standards Board ("FASB") have jointly devel-
oped comprehensive principles for revenue recognition and issued "Revenue fram Contracts with Customers” (IFRS 15 by the IASB
and ASU 2014-09 by the FASB) in May 2014, Based on the application of IFRS 15 from the year beginning on or after January 1,
2018 and ASU 2014-09 from the year beginning after December 15, 2017, the Accounting Standards Board of Japan (“ASB)*)
developed comprehensive principles for revenue recognition and issued the above standard and guidance.

From the viewpoint of comparability, ASB] started developing the new revenue recognition standard in incorporating the basic
principle of IFRS 15, and added some sections in considering the Japanese practice to the extent that they do not impair compa-
rability with other accounting standards,
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2) Effective date

Effective from the beginning of the fiscal year ending March 31, 2022,

3) Effects of the application of the standards

The Company is to adjust the cumulative effect of applying these new standards by decreasing the beginning retained
earnings of the year ending March 31, 2022, and this will decrease the retained earnings by approximately ¥9,000 million
($81,081 thousand).

- ASU 2016-02 "Leases”

1) Summary

Under this accounting standard, a lessee is required to recognize assets and liabilities for almost all of the assets on a
balance sheet,

2) Effective date

Effective from the year ending March 31, 2023.

3) Effects of the application of the standards

The impact is yet to be determined at this time.

- “Accounting Standard for Fair Value Measurement” (ASB) Statement No. 30, July 4, 2019)
- "Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASB) Guidance No. 31, July 4, 2019)
- “Accounting Standard for Measurement of Inventories” (ASBJ Statement No. 9, July 4, 2019)
- "Accounting Standard for Financial Instruments” (ASE) Statement No, 10, July 4, 2019)
- "Implementation Guidance on Disclosures about Fair Value of Financial Instruments” (ASBJ Guidance No, 19, March 31, 2020)
1) Summary
In order to enhance comparability with internationally recognized accounting standards, “Accounting Standard for Fair Value
Measurement" and “Implementation Guidance on Accounting Standard for Fair Value Measurement” (together, “Fair Value
Accounting Standards”) were developed, and guidance on methods measuring fair value was issued. Fair Value Accounting
Standards are applicable to the fair value measurement of the following items:

Financial instruments in "Accounting Standard for Financial Instruments”

Inventories held for trading purposes in “Accounting Standard for Measurement of Inventories”
Additionally, “iImplementation Guidance on Disclosures about Fair Value of Financial Instruments” was revised to establish notes
including a breakdown by the market value level of financial instruments.
2) Effective date
Effective from the beginning of the fiscal year ending March 31, 2022.
3) Effects of the application of the standards
The application of this accounting standard does nof have a material impact on the consolidated financial statements.

CHANGES IN PRESENTATION
APPLICATION OF "ACCOUNTING STANDARD FOR DISCLOSURE OF ACCOUNTING ESTIMATES"
The "Accounting Standard for Disclosure of Accounting Estimates” (ASB) Statement No. 31, March 31, 2020) has been applied
in the fiscal year ended March 31, 2021, and notes regarding significant accounting estimates are included in the consolidated
financial statements.

However, information for the previous fiscal year is not described in the notes in accordance with the transitional treatment
prescribed in the proviso of paragraph 11 of this accounting standard.
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FINANCIAL INSTRUMENTS

QUALITATIVE INFORMATION ON FINANCIAL INSTRUMENTS

POLICIES FOR USING FINANCIAL INSTRUMENTS

The Group finances cash mainly through bank loans and the issuance of bonds for the purpose of planned capital investment.
Temporary surplus funds are managed through Investments in low-risk assets. Short-term operating funds are financed mainly
through bank loans and commercial papers. Our policies on derivative instruments are to use them to hedge risks, as discussed

below, and not to conduct speculative transactions.

DETAILS OF FINANCIAL INSTRUMENTS AND THE EXPOSURES TO RISK

Trade notes and accounts receivable, while due within one year, are subject to customers’ credit risks. Accounts receivable
denominated in foreign currencies are subject to the risk of fluctuations in foreign currency exchange rates; such risk is hedged, in
principle, by netting the foreign-currency-denominated accounts receivable against accounts payable and applying foreign
exchange forward contracts on the resulting net paosition.

Short-term investments consist mainly of certificates of deposit and other highly-liquid short-term investments. Investment
securities consist mainly of stocks of our business partner companies and are subject to the risk of market price fluctuations and
other factors. Long-term loans receivable are provided mainly to our business partner companies.

Trade notes and accounts payable, as well as other accounts payable, are due within one year, Of these payables, those
denominated in foreign currencies are subject to the risk of fluctuations in foreign currency exchange rates. However, for the most
part, the balance of such payables is constantly less than that of the accounts receivable denominated in the same foreign
currency. For other pars, such payables are hedged, as necessary, through foreign exchange forward contracts, considering the
transaction amounts and the degree of risk of foreign exchange rate fluctuation.

Loans payable, bonds payable, and lease obligations are mainly used to finance cash required for capital investment. The
longest time to maturity of these liabilities is 55 years and 4 months from March 31, 2021 (56 years and 4 month in the year
ended March 31, 2020).

Derivative instruments consist of foreign exchange forward contracts. For details on derivative instruments, refer Lo “Derivatives
and Hedge Accounting” under Note 2, “Summary of Significant Accounting Policies,” and Note 7, “Derivatives.”

POLICIES AND PROCESSES FOR MANAGING RISK
MANAGEMENT OF CREDIT RISKS (I.E., RISKS ASSOCIATED WITH THE DEFAULT OF COUNTERPARTIES)
The Group manages credit risks in compliance with internal control rules and procedures.

The due dates and the balances of trade notes, accounts recelvable, and loans receivable from major counterparties are
monitored and managed in order to detect early and mitigate the risk of doubtful receivables,

Short-term investments and derivative transactions are executed only with banks with high credit ratings. As such, the credit
tisks of these short-term investments and derivative transactions are considered to be minimal. The credit risks of counterparty
financial institutions are reviewed on a quarterly basis,

The amount of maximum risk as of March 31, 2021 is represented by the balance sheet amount of financial assets exposed to
credit risks.

Mazda Annual Report 2021 3



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 46 of 139 Page ID
#:6333

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MANAGEMENT OF MARKET RISKS (I.E., RISKS ASSOCIATED WITH FLUCTUATIONS IN FOREIGN EXCHANGE
RATES AND INTEREST RATES)
The Group hedges the risk of foreign exchange rate fluctuation on foreign-currency-denominated receivables and payables, using
foreign exchange forward contracts, on a monthly and individual currency basis. Foreign exchange forward contracts are executed
as necessary, up to 6 months ahead, on foreign-currency-denominated receivables and payables that are expected to arise with
certainty as a result of forecasted export and import transactions.

The Company and some of its consolidated subsidiaries use interest rate swaps in order to reduce the risk of interest rate
fluctuation on loans payable.

For details on management of derivative transactions, refer to Note 7, "Derivatives”.

With regard to short-term investments and investment securities, their fair values as well as the financial standing of their
issuing entities are monitored on a regular basis. Ownership of available-for-sale securities are reviewed on a continuous basis.

MANAGEMENT OF LIQUIDITY RISKS RELATED TO FINANCING (I.E., RISKS OF NON-PERFORMANCE OF
PAYMENTS ON THEIR DUE DATES)

The liquidity risks of the Group are managed mainly through the preparation and update of the cash schedule on a timely basis,
and the Company maintains a certain level of liquidity at hand in order to respond to sudden changes in external environment.
The Company also has systems and procedures in place that allow us to respond flexibly to liquidity risks through managing the
funds of the Group and intercompany loans within the Group. In addition, the Company ensures sufficient liquidity by entering
into commitment line agreements with domestic financial institutions.

FAIR VALUES OF FINANCIAL INSTRUMENTS

As of March 31, 2020 and 2021, the carrying values on the consolidated balance sheel, the fair values, and the differences
between these amounts, respectively, of financial instruments were as follows. Financial instruments for which fair value is
deemed highly difficult to measure are excluded from the following table. Cash and cash equivalents and Short-term investments
are also excluded since the carrying values approximate fair values.

Millions of yen
As of March 31, 2020 Carrying values Fair values Difference
Assets:
1) Trade notes and accounls receivable ¥ 169,007
Allowance for doubliul receivables ("1 (129)
Trade notes and accounts receivable, net ¥ 168B78 ¥ 168,878 N —
2) Investment securities
Available-for-sale securities 60,508 60,508 —~
3) Long-term [oans receivable "2 7,053
Allowance for doubtful receivables ("1 (133)
Long-term loans receivable, net 6,920 6,920 —
Tolal ¥ 236306 ¥ 236,306 |
Liabllities: :
1) Trade noles and accounts payable ¥ 364,784 ¥ 364,784 Y —
2) Other accounts payable "« 32,265 32,265 -
3) Short-term debt 121,364 121,364 —
4) Long-term debt 498,504 499,074 570
Total ¥1,016917  ¥1,017,487 ¥570
Derivative instruments; "3
1) Hedge accounting nol applied ¥ 970 ¥ 970 ¥y —
2) Hedge accounting applied 438 438 —
Total ¥ 1408 ¥ 1,408 ¥ —

32 Mazda Annual Report 2021



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 47 of 139 Page

#:6334

CONTENTS Miasipse b 1 | Financial Section Enviranmmental Goverancs
Pawident and CLL aret Sozial bnitlatives
Millions of yen Thousands of U.5. dallars
As of March 31, 2021 Carrying values Fair values Difference Carrying values Fair values Difference
Assets:
1) Trade notes and accounts receivable ¥ 167,533 $ 1,509,306
Allowance lor doubtful receivables i (172) (1,549)
Trade notes and accounts receivable, net 167,361 ¥ 167,361 ¥ - § 1,507,757 § 1,507,757 $ -
2) Investment securities
Available-for-sale securilies 78,888 78,888 - 710,703 710,703 -
3) Long-term loans receivable " 3,768 33,946
Allowance for doubtful receivables "1 (18) (162)
Long-term loans receivable, net 3,750 3,750 - 33,784 33,784 -
Total ¥ 249,999 ¥ 249999 ¥ — § 2,252,244 § 2,252244 8§  —
Liabilities:
1) Trade notes and accounts payable ¥ 363,679 ¥ 363,679 ¥ — § 3,276,387 § 3,276,387 $ -
2) Other accounts payable (*# 47,962 47,962 - 432,090 432,090 -
3) Short-term debt 1,608 1,608 - 14,486 14,486 ==
4) Long-term debt 754,320 759,709 5,389 6,795,675 6,844,225 48,550
Total ¥1,167,569 ¥1,172,958  ¥5,389  $10,518,638 $10,567,188  $48,550
Derivative instruments: 1"
1) Hedge accounting not applied ¥ (1,377) ¥ (1,377) ¥ — § (12,405) § (12,405) $ -
2) Hedge accounting applied (346) (346) = (3,117) (3,117) s
Total ¥ 723 ¥ (L723) ¥ - 8 (15522) 8 (15522) 8 @ —
("1 e for ful receivables, which is recognized on the basis of each individual accounts receivable, is excluded,
("2} Long-term loans receivable include those due within one year, which are included in “other current assets” on the consolidated balance sheets.
("3) All @ for biful receivables, which is recognized on the basis of each individual long-term loans receivable, is excludec,

[*4) Other accounts payable is included in accrued expenses in the consolidated balance sheets,

{*5) Receivables and payables resulting from derivative transactions are offser against each other and presented on a net basis; when a net liahility results,
the net amount is shown in [ ).

The financial instruments in the following table are excluded from “Assets: 2) Investment securities” in the above tables because
measuring the fair value of these instruments is deemed highly difficult; market prices of these instruments are not available and future
cash flows from these instruments are not contracted.

Thousands of
Millians of yen U.S. dollars
Carrying values Carrying values
As of March 31 2020 2021 021
Available-for-sale securities:
Non-listed equity securities ¥ 1,481 ¥ 1,3n $ 12,351
Investment securities of affiliated companies 152,01 123,173 1,109,667
Total ¥153,492 ¥124,544 $1,122,018

BASIS OF MEASURING FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair values of some financial instruments are based on market prices. When market prices are unavailable, the fair values

are based on reasanably estimated values. The estimated values may vary depending on the assumptions and variables used in the
estimation,

ASSETS
1) Trade notes and accounts receivable
Trade notes and accounts receivable with short maturities are stated at carrying value as it approximates fair value.

2) Investment securities
For listed stocks included in investment securities, their quoted prices on the stock exchange are used as their fair values.

For notes on securities by classification, refer to “Securities” under Note 2, “Summary of Significant Accounting Policies,” and
Note 6, “Securities.”
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3) Long-term loans receivable

Long-term loans receivable consist of variable interest loans, As such, the interest rates on these loans reflect the market rates

of interest within short periods of time. Also, the credit standings of borrowers of these loans have not changed significantly since
the execution of these loans. Accordingly, the carrying values are used as the fair values of these loans receivable. For loans receiv-
able at a high risk, the fair value is calculated mainly based on amounts estimated to be collectible through collateral and

guarantees.

LIABILITIES

1) Trade notes and accounts payable, 2) Other accounts payable, and 3) Short-term debt

These payables are settled within short periods of time. Hence, their carrying values approximate their fair values. Accordingly,
carrying values are used as the fair values of these payables.

4) Long-term debt
a} Bonds payable
The fair value of bonds issued by the Group is based on the market price where such a price is available. Otherwise, the sum of
the present value of principal and interest payments is used as the fair value of bonds payable. The discount rates used in
computing the present value reflect the time to maturity of the bonds as well as credit risk.

b) Long-term loans payable and c) Finance lease obligations
The fair value of these liabilities is calculated by the sum of the principal and interest payments discounted to present value,
using the imputed interest rate that would be required to newly execute a similar borrowing or lease transaction.

DERIVATIVE INSTRUMENTS
Refer to Note 7, "Derivatives,”

SCHEDULED AMOUNT OF RECEIVABLES
Scheduled amounts of receivables were as follows:

Millions of yen
‘Within Over 1 year,  Over 5 years,
As of March 31, 2020 1 year within 5years within 10years Over 10 years
Trade notes and accounts receivable ¥169,007 ¥~ ¥ - ¥ -
Long-term loans receivable 246 6,441 208 158
Total ¥169.2_53 ¥6,441 ¥208 ¥158
Millions of yen Thousands of LLS, dollars
Within Over 1 year,  Owver 5 years, Within Over 1 year,  Over §years,
As of March 31, 2021 1 year within 5 years within 10years  Over 10 years 1 year within 5 years within 10 years  Qwver 10 years
Trade notes and accounts receivable ¥167,533 ¥ = ¥ - ¥— 51,509,306 S - § - § =
Long-term loans receivable 1,907 1,731 106 24 17,180 15,595 955 216
Total ¥169,440 ¥1,71 ¥106 ¥24 $1,526,486 515,595 $955 $216

For the schedule of repayment of long-term debt after the consolidated balance sheet date, refer to Note 10, “Short-Term Debt
and Long-Term Debt."
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3 SECURITIES
The acquisition costs and the carrying values of available-for-sale securities with market values as of March 31, 2020 and 2021
were as follows:

Millions of yen

As of March 31, 2020 Acquisition costs  Carrying values Difference
Stocks ¥55,974 ¥59,535 ¥3,561
Other 1,015 973 (42)

Total Y56, 989 ¥60,508 ¥3,519

Millions of yen Thausands of LS, dollars

As of March 31, 2021 Acquisition costs  Carrying values Difference Acquisilion costs — Carrying values Difference
Stocks ¥54,660 ¥77,710 ¥23,050 $492,432 $700,0920 $207,658
Other 1,073 1,178 105 9,667 10,613 9246

Total ¥55,733  ¥78,888  ¥23,155  $502,099  §710,703  $208,604

BEE DERIVATIVES
The Group uses derivative financial instruments to reduce foreign exchange risk and interest rate risk and to determine cash flows.

The Group uses forward foreign exchange contracts for the purpose of mitigating future risks of fluctuations in foreign currency
exchange. Also, for the purpose of mitigating future risks of fluctuations in interest rates with respect to borrowings, the Group
uses interest rate swap contracts. The Group does not engage in speculative transactions as a matter of policy, limiting the transac-
tion amount to actual demand.

Forward foreign exchange contracts are subject to risks of foreign exchange rate changes. Also, interest rate swap contracts are
subject to risks of interest rate changes.

Use of derivatives to manage these risks could result in the risk of a counterparty defaulting on a derivative contract.

However, the Company believes tha the risk of a counterparty defaulling is minimal since the Group uses only highly credible
financial institutions as counterparties.

Derivative transactions are conducted in compliance with internal control rules and procedures that prescribe transaction
authority. The policies for derivative transactions of the Group are approved by the Company's President or Financial Officer.
Transactions are approved in advance by either the Company’s Financial Services Division General Manager or Treasury
Department General Manager. Based on these approvals, the Treasury Department conducts and books the transactions as well as
confirms the balance between the counterparty of the derivatives contract,

The operation of the transaction is segregated from its clerical administration, in order to maintain internal check within the
Treasury Department, and is audited periodically by the Global Auditing Department. Derivative transactions are reported, upon
execution, to the Company’s Financial Officer, Financial Services Division General Manager, and Treasury Department General
Manager. The consalidated subsidiaries also follow internal control rules and procedures pursuant to those of the Company,
obtain an approval of the Company, and conduct and manage the transactions according to the approval.

As the important conditions concerning the hedging instrument and the hedged item are the same, it is expected that the
effects of currency and interest rate fluctuations will be canceled or restricted to a certain extent at the beginning of the hedge and
continuing thereafter. Therefore, judgment on the effectiveness of hedging is omitted.

The following summarizes hedging derivative financial instruments used by the Group and items hedged:

Hedging instruments Hedged items
Forward foreign exchange contracts Foreign currency-denominated transactions planned in the future
Interest rate swap contracts Leng-term loans payable

The following tables summarize fair value information as of March 31, 2020 and 2021 of derivative transactions for which hedge
accounting has not been applied:
The amount in the contract itself does not indicate the market risk related to derivative transactions,

Mazda Annual Report 2021 35



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 50 of 139 Page ID
#:6337

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1) Currency related

Millions of yen
Contract Thereof due Estimated Valuation
As of March 31, 2020 amount after 1 year fair value gain (loss)
Forward foreign exchange contracts:
Sell:
Euro ¥ 4,882 ¥— ¥ 103 ¥ 103
Canadian dollar 7,081 - 572 572
Australian dollar 3,742 - 433 433
Buy:
Thai baht 4,289 - (138) (138)
Total _¥19,994 .. ¥970  ¥970
Millions of yen Thousands of U.S. dollars
Contract Thereof due Estimated Valuation Contract Thereol due Estimated Valuation
As of March 31, 2021 amount after 1 year fair value gain {loss) amount after 1 year fair value gain {loss)
Forward foreign exchange contracts:
Sell:
Euro ¥19,875 ¥— ¥ (604) ¥ (604) $179,055 $— 3 (5441) § (5441)
Canadian dollar 8,645 - (576) (576) 77,883 - (5,189) (5,189)
Australian dollar 10,701 - (260) (260) 96,405 - (2,342) (2,342)
Buy:
Thai baht 5,240 - 63 63 47,207 e 568 $568
Total ¥44461  ¥—  ¥(1,377) ¥(1,377) $400,550 $— $(12,405) $(12,405)

For forward foreign exchange contracts, fair values at year-end are estimated based on prevailing forward exchange rates at that
date,

2) Interest rate related
Not applicable.

The following tables summarize fair value information as of March 31, 2020 and 2021 of derivative transactions for which
hedge accounting has been applied:
The amount in the contract itself does not indicate the market risk related to derivative transactions.

1) Currency related
The hedged items are mainly accounts receivable and accounts payable, and hedge accounting is based on the principal treatment

method.
Millions of yen
Contract Thereaf due Estimated
As of March 31, 2020 amount after 1 year fair value
Forward foreign exchange contracts:
Sell:
L.S. dollar ¥11,054 ¥— ¥ 212
Euro 15,743 - 216
Canadian dollar 5,029 - 441
Australian dollar 1,482 - 161
Buy:
Thai baht 17,811 - (592)
Total ___¥51,119 ¥— ¥ 438
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As of March 31, 2021
Forward foreign exchange contracts:
Sell:
Euro
Canadian dollar
Australian dollar
Buy:
Thai baht
Total

2) Interest rate related
Not applicable.

INVENTORIES

Inventories as of March 31, 2020 and 2021 were as follows:

As of March 31

Finished products

Work in process

Raw malterials and supplies
Total

EEH LAND REVALUATION
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Millions of yen

Thereof due
after 1 year

Thousands of LLS. dollars

Estimated Contract Thereol due Estimated
fair value amount after 1 year fair value
¥(255) $208,306 §— $(2,297)
(90) 26,874 ~ (811)
(1) 15,180 = (9)
¥(346)  $250,360 $— 83,117
Thousands of
Millions of yen LL5. dallars
2020 021 2021
¥331,574 ¥330,109 $2,973,955
89,846 81,206 731,586
19,885 21,734 195,801
¥441,305 ¥433,049 $3,901,342

As of March 31, 2001, in accordance with the Law to Partially Revise the Land Revaluation Law (Law No.19, enacted on March
31, 2001), land owned by the Company for business use was revalued. The unrealized gains on the revaluation are included in net
assets as “Land revaluation,” net of deferred taxes. The deferred taxes on the unrealized gains are included in liabilities as

"Deferred tax liability related to land revaluation.”
The fair value of land was determined based on official notice prices that were assessed and published by the Commissioner of
the National Tax Administration, as stipulated in Article 2-4 of the Ordinance Implementing the Law Concerning Land Revaluation
{Article 119 of 1998 Cabinet Order, promulgated on March 31, 1998). Reasonable adjustments, including those for the timing of
assessment, were made to the official notice prices.
The amounts of decrease in the aggregate fair value of the revalued land as of March 31, 2020 and 2021 from that at the time
of revaluation, as stipulated in Article 10 of the Land Revaluation Law, were ¥78,987 million and ¥77,059 million ($694,225

thousand), respectively.
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SHORT-TERM DEBT AND LONG-TERM DEBT
Short-term debt as of March 31, 2020 and 2021 consisted of loans, principally from banks with interest rates averaging 1.10%
and 1.21% for the respective years.

Long-term debt as of March 31, 2020 and 2021 consisted of the following:

Thausands af

Milllons of yen LS. dollars
As of March 31 2020 021 202
Domestic unsecured bonds due serially through 2022 to 2027
at rate of 0.30% to 0.42% per annum ¥ 50,000 ¥ 50,000 § 450,450
Loans principally from banks, maturing through 2076:
Secured loans 4,329 4,135 37,252
Unsecured loans 423,176 678,108 6,109,081
Lease obligations, maturing through 2028 20,999 22,077 198,892
Subtotal 498,504 754,320 6,795,675
Amount due within one year (41,614) (15,805) (142,387)
Tatal ¥456,890 ¥738,515 $6,653,288

The annual interest rates applicable to long-term loans and lease obligations outstanding averaged 1.22% and 2.07%,
respectively, for obligations due within one year and 0.69% and 3.06%, respectively, for obligations due after one year at
March 31, 2020,

The annual interest rates applicable to long-term loans and lease obligations outstanding averaged 1.72% and 2.13%,
respectively, for obligations due within one year and 0.71% and 3.13%, respectively, for obligations due after one year at
March 31, 2021,

The annual maturities of long-term debt at March 31, 2027 were as follows:

Thousands of

Year ending March 31 Millians of yen LLS. dollars
2022 ¥ 15,805 $ 142,387
2023 65,009 585,667
2024 271,846 2,449,063
2025 95,046 856,270
2026 112,760 1,015,856
Thereafter 193,854 1,746,432
Total ¥754,320 $6,795,675

The assets pledged as collateral for short-term debt of ¥33,737 million and ¥190 million ($1,712 thousand), and long-term
debt of ¥4,329 million and ¥4,135 million ($37,252 thousand) at March 31, 2020 and 2021, respectively, were as follows:

Thousands of
Millions of yen LS. dallars
As of March 31 2020 02 2021
Property, plant and equipment, at net book value ¥443 862 ¥439,215 $3,956,892
Inventories 71,692 67,422 607,405
Other 75,662 105,953 954,532
Total ¥591,216 ¥612,590 $5,518,829

EEE CONTINGENT LIABILITIES
Contingent liabilities for guarantees of loans and similar agreements as of March 31, 2020 and 2021 were as follows:

Thousands of
Millians of yen LS. dollars
As af March 31 2020 2021 2021
Guarantees of loans and similar agreements ¥12,533 _¥14,070 $126,757
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EEE OPERATING LEASES
The amounts of future minimum lease payments under non-cancellable operating leases as of March 31, 2020 and 2021 were

as follows:
Thousands of
Millions of yen LS. dollars
As of March 31 2020 2021 20
Current portion ¥ 3,073 ¥ 3,29 $ 29,649
Mon-current portion 9,984 8,932 80,468
Total _ ¥13,057 ¥12,223 ~ $110,117

NET ASSETS

Under Japanese laws and regulations, the entire amount paid for new shares is required to be designated as common stock.
However, a company may, by a resolution of the Board of Directors, designate an amount not exceeding one half of the price
of the new shares as additional paid-in capital, which is included in capital surplus.

Under the Corporate Law (“the Law"), in cases where dividend distribution of surplus is made, the smaller of an amount equal
to 10% of the dividend or the excess, if any, of 25% of common stock over the total of additional paid-in capital and legal earnings
reserve must be set aside as additional paid-in capital or legal earnings reserve. Legal earnings reserve is included in retained
earnings in the accompanying consolidated balance sheets. Legal earnings reserve and additional paid-in capital could be used to
eliminate or reduce a deficit or could be capitalized by a resolution of the shareholders’ meeting.

Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Law, all additional paid-in
capital and legal earnings reserve may be transferred to other capital surplus and retained earnings, respectively, which are poten-
tially available for dividends.

The maximum amount that the Company can distribute as dividends is calculated based on the unconsolidated financial state-
ments of the Company in accordance with the Law.

Cash dividends charged to retained earnings during the year are year-end cash dividends for the previous year and interim cash
dividends for the current year.

Stock acquisition rights as stock options are included in net assets as stock acquisition rights.

Dividends
1) Dividends paid to shareholders
Amotunt
(Millions of yen) Shareholders’
Resalulion (Thousands of U.S. dollars) Amount per share cut-off date Effective date
Annual general meeting of shareholders held on ¥12,596 ¥20.00
Jure 24, 2020 $113,477 $0.18 WMerch 312020 JOne 2022

2) Dividends with the cut-off date within the current fiscal year, but the effective date falls within the subsequent fiscal year
No items to disclose.
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STOCK OPTIONS

The stock options outstanding as of March 31, 2021 were as follows:

Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 54 of 139 Page ID

Stock Options Persons Granted MNumber of Options Granted Date of Grant Exereise Period
2016 Stock 8 Directors (*1) Common stock August 22, 2016 From August 23,2016
Acquisition Rights 18 Executive Officers 68,200 shares (*3) to August 22, 2046
2017 Stock B8 Directors (*1) Common stock August 21, 2017 From August 22,2017
Acquisition Rights 21 Executive Officers 72,200 shares (*3) to August 21, 2047
2018 Stock 8 Directors ("1} Common stock August 20, 2018 From August 21,2018
Acquisition Rights 20 Executive Officers 89,700 shares (*2) to August 20, 2048
2019 Stock 6 Directors (*2) Common stock August 20, 2019 From August 21,2019
Acquisition Rights 19 Executive Officers 104,700 shares (*3) to August 20, 2049
and Fellow
2020 Stock 6 Directors ("2) Common stock August 18, 2020 From August 19, 2020
Acquisition Rights 21 Executive Officers 223,300 shares (1) to August 18, 2050
and Fellow
(*1) Except for outside directors
(*2) Except for directors whe are Audit and Supernvisory Commitiee members and outside directors
({*3) Converted into number of shares
The stock options activities for the year ended March 31, 2021 were as follows:
2016 Stock 2017 Stock 2018 Stock 2019 Stock 2020 Stock
Acguisition Rights  Acquisition Rights  Acquisition Rights  Acquisition Rights  Acquisition Rights
For the year ended March 31, 2021 (Shares) {Shares) (Shares) (Shares) (Shares)
Mon-vested:

March 31, 2020 - Outstanding - - - - i
Granted - - - - 223,300
Forfeited - e - = .
Vested - - — - 223,300

March 31, 2021 - Qutstanding - = — == =

Vested:

March 31, 2020 - Qutstanding 48,800 56,800 78,900 104,700 =
Vested - - - - 223,300
Exercised - - - — i
Expired - = — == =

March 31, 2021 - Outstanding 48,800 56,800 78,900 104,700 223,300

Price of Stock Options:

Exercise price ¥ 1 ¥ 1 ¥ 1 S |

$ 0.01 $ 0.01 $ 0.01 $0.01 $0.01

Weighted average stock price at exercise ¥ - ¥ - ¥ - ¥ - ¥ -

$ - $ - $ - - $ -

Fair value price al grant dale ¥1,327 ¥1,336 ¥1,027 ¥ 650 ¥ 415

$11.95 $12.04 $ 9.25 $5.86 $3.74

The assumptions used to measure the fair value of 2020 Stock Acquisition Rights

Estimate method: Black-Scholes option pricing model
Volatility of stock price: 38.596%

Estimated remaining outstanding period: 8 years

Estimated dividend: ¥35.00 per share

Risk-free interest rate: (0.045)%
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SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
The major items and amounts included in “Selling, general and administrative expenses” in the consolidated statements of opera-
tions for the years ended March 31, 2020 and 2021 were as follows:

Thousands of

Millians of yen LS. dollars

Far the years ended March 31 2020 021 021

Sales promotion expenses ¥ 57,449 ¥ 55,002 $ 495,514
Advertising expenses 124,313 92,560 833,874
Freightage and packing expenses 51,564 43,783 394,447
Reserve for warranly expenses 51,520 33,230 299,369
Salaries and wages 121,066 115,880 1,043,964
Retirement benefit expenses 7,670 6,451 58,117
Research and development cosls 135,009 127,432 1,148,036

B3 RESEARCH AND DEVELOPMENT COSTS
All research and development costs are included in selling, general and administrative expenses. The research and development
costs for the years ended March 31, 2020 and 2021 were as follows:

Thousands of

Millions of yen LS. dallars
For the years ended March 31 2020 2021 2021
Research and development costs ¥135,009 ¥127,432 $1,148,036

EEA OTHER INCOME/(EXPENSES)
The components of “Other, net” in Other income /(expenses) in the consolidated statements of operations for the years ended
March 31, 2020 and 2021 were as follows:

Thousands ol
Millions of yen U.S. dollars
For the years ended March 31 2020 w021 w01
Rental income ¥ 1,731 ¥ 1,682 $ 15,153
Loss on sale of receivables (1,478) (891) (8,027)
Foreign exchange gain/(loss) (10,466) 16,062 144,703
Loss on sales and retirement of property, plant and equipment, net (3,645) {4,563) (41,108)
Impairment loss (Note 18) (797) (1,355) (12,207)
Loss on production suspension due to the novel coronavirus 't - (20,460) (184,324)
Gain on sale of investment securities 413 400 3,604
Compensation for the exercise of eminent domain 109 180 1,622
Other (1,219)  (1,434) (12,922)
Total ¥(15,352) ¥(10,379) $ (93,508)

{"1) Loss on production suspension due to the novel coronavirus represents the fixed cost during the production suspension due to the impact of the novel coronavirus. This extraordi-
nary loss was due 1o the period during which overseas production bases were shut down at the request of the government and the effects of g declaring Renties
and taking measures to prevent the spread of infection by limiting economic activities,
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IMPAIRMENT LOSS
Details of impairment losses for the years ended March 31, 2020 and 2021 were as follows:

For the year ended March 31, 2020

Purpose of use Location Type of assets Millions of yen
Idle assets Gifu Prefecture, Buildings and structures,
{Sales facilities) lapan, elc. Machinery, equipment and vehicles ¥203
Idle assels Hiroshima Prelecture, Machinery, equipment and vehicles,
{Production facilities)  Japan, etc. Land, etc. 475
Assels held for sales Osaka Prefecture, Buildings and structures, Land.
Japan, etc. 19
Total ¥797
For the year ended March 31, 2021
Thousands of
Purpose of use Location Type of assets Millions of yen U.S. dollars
ldle assets State of California, Buildings and structures,
(Sales facilities) U.5.A, etc. Machinery, equipment and vehicles, elc. ¥ 749 $ 6,747
Idle assels Hiroshima Prefecture, Machinery, equipment and vehicles, etc.
(Production facilities) Japan, etc. 506 4,559
Assets held for sales Tokye Metropalis, Buildings and structures, Land.
Japan, etc. 100 901
Total ¥1,355 $12,207

The Group principally groups its long-lived assets at each operating company level and assesses whether indicators of impairment
exist, Idle assets, assets held for leasing, and assets held for sale, however, are assessed individually.
The recoverable amounts of these assets were measured at their net realizable value.
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EEE OTHER COMPREHENSIVE INCOME/(LOSS)
The following table presents reclassification and tax effects allocated to each component of other comprehensive income

for the years ended March 31, 2020 and 2021.

Thousands of
Miliions of yen LS. dollars
For the years ended March 31 2020 2021 2021
Mel unrealized gain/(loss) on available-for-sale securilies
Amounts arising during the fiscal year ¥ (2,393) ¥19,571 $176,315
Reclassification adjustments & (70) 631)
Subtotal before lax (2,387) 19,501 175,685
Tax effect 622 (5,747) (51,775)
Balance at end of period (1,765) 13,754 123,910
Delerred gains/(losses) on hedges
Amounts arising during the fiscal year 1,318 (2,159) (19,450)
Reclassification adjustments (2,080) 1,375 12,387
Subtotal before tax (762) (784) (7,063)
Tax effect 232 239 2,153
Balance at end of period (530) (545) (4,910)
Foreign currency translation adjustment
Amounts arising during the fiscal year (15,855) 19,698 177,459
Adjustments for retirement benefits
Amounts arising during the fiscal year (8,739) 27,864 251,027
Reclassification adjustments 4,883 4,182 37,676
Subtotal before tax (3.856) 32,046 288,703
Tax effect 1,215 (9,662) (87,045)
Balance at end of period (2,641) 22,384 201,658
Share of other comprehensive income /(loss) of affiliates
accounted for using equity method
Amounts arising during the fiscal year 1,570 (2,785) (25,090)
Reclassification adjustments 48 5 45
Balance at the end of period 1,618 (2,780) (25,045)
Total other comprehensive income /(loss) ¥(19,173) ¥52,511 $473,072

EMPLOYEES' RETIREMENT BENEFITS

The Group has contributory defined contribution and defined benefit plans, and non-contributory defined benefit plans.
For the accounting policies for retirement benefits, refer to “Employees’ Retirement Benefits” under Note 2, “Summary

of Significant Accounting Policies.”

Reconciliations of beginning and ending balances of the retirement benefit obligations and the plan assets for the years ended
March 31, 2020 and 2021 were as follows:

Thousands of
Millions of yen U.S. dollars
For the years ended March 31 2020 2021 20
Maovements in retirement benefil obligations:

Balance at begirning of year ¥351,192 ¥353,670 $3,186,216
Service cost 13,070 13,343 120,207
Interest cost 2,641 2,732 24,613
Actuarial differences 1,503 448 4,036
Benefits paid {15,389) (16,828) (151,604)
Past service costs (125) 5 45
Other 778 3.0m 27,667

Balance at end of year ¥353,670 ¥356,441 $3,211,180
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Thousands of
Millions of yen U.S. dollars
For the years ended March 31 2020 plibd] 2011
Movements in plan assets:

Balance at beginning of year ¥285,446 ¥281,532 $2,536,324
Expected return on plan assets 5,124 4,930 44,414
Actuarial differences (7,561) 28,486 256,631
Contributions paid by the employer 9,478 8,230 74,144
Benefits paid 111,722) (12,635) {113,829)
Other 767 2,519 22,694

Balance at end of year ¥281,532 ¥313,062 $2,820,378

The reconciliation of the retirement benefit obligations and plan assets to the liability and asset for retirement benefits

recognized in the consolidated balance sheets as of March 31, 2020 and 2021 was as follows:
Thousands of

Millions of yen .S, dollars
As of March 37 2020 2021 2021
Funded retirement benefit obligations ¥ 337,975 ¥ 340,294 $ 3,065,712
Plan assets (281,532) (313,062) (2,820,378)
Subtotal 56,443 27,232 245,334
Unfunded retirement benefit obligations 15,695 16,147 145,468
Total net liability {asset) for retirement benefits recognized
in consolidated balance sheets 72,138 43,379 390,802
Liability for retirement benefits 75,874 50,039 450,802
Assel for retirement beneflits (3,736) (6,660) (60,000)
Total net liability (asset) for retirement benefits recognized
in consolidated balance sheets ¥ 72,138 ¥ 43,379 $ 390,802

The profits and losses related to retirement benefits for the years ended March 31, 2020 and 2021 were as follows:
Thousands of

Millions of yen U5, dollars

For the years ended March 31 2020 2021 2021
Service cost ¥13,070 ¥13,343 $120,207
Interest cost 2,641 2,732 24,613
Expected return on plan assets (5,124) (4,930) (44,414)
Actuarial differences amortization 5,616 4,774 43,009
Past service costs amortization (733) (592) (5,333)
Other (50) 23 206

Severance and retirement benefit expenses ¥15,420 ¥15,350 $138,288

Note: For the years ended March 31, 2020 and 2021, accrued pension costs related to defined contribution plans were chaiged (o income as ¥3,388 million and ¥3,426 million
($30,865 thousand), respectively. This cost is nol included in the above,

The breakdown of items of adjustments for retirement benefit (before tax) recognized in other comprehensive income
for the years ended March 31, 2020 and 2021 was as follows:

Thousands of

Millions of yen .S, dollars
For the years ended March 31 2020 201 2021
Past service costs ¥ (608) ¥ (597) $ (5378)
Actuarial differences (3,248) 32,643 294,081
Total ¥(3,856) ¥32,046 $288,703
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The breakdown of items of accumulated adjustments for retirement benefits (before tax) recognized in accumulated other
comprehensive income as of March 31, 2020 and 2021 was as follows:

Thousands of
Millions of yen U.5. dollars
As of March 31 2020 2021 2021
Past service costs thal are yet to be recognized ¥ 3,309 ¥2,712 $24,432
Actuarial differences that are yet to be recognized (36,142) (3,499) (31,522)
Total ¥(32,833) ¥ (787) § (7,090)
The breakdown of plan assets by major category as of March 31, 2020 and 2021 was as follows:
As of March 31 2020 0
Bonds 47% 46%
Equity securities 24% 29%
General accounts of the life insurance companies 16% 15%
Other 13% 10%
Total 100% ~ 100%
The major items of actuarial assumptions for the years ended March 31, 2020 and 2021 were as follows:
For the years ended March 31 2020 2021
Discount rate Primarily 0.6% Primarily 0.7%
Long-term expected rate of return Primarily 1.5% Primarily 1.5%

To determine the long-term expected rate of return on plan assets, the Company considers current and expected allocation of
the plan assets, as well as current and expected future long-term returns on various assets constituting the plan assets.

INCOME TAXES
The effective tax rate reflected in the consolidated statements of operations for the years ended March 31, 2020 and 2021 differs
from the statutory tax rate for the following reasons.

For the years ended March 31 2020 2021

Statutory tax rate 30.5% 30.5 %
Valuation allowance 56.1 % 1,722.0 %
Foreign withholding tax 13.3% 203.2 %
Unrecognized tax effect on unrealized gains 1.0 % (111.9)%
Different lax rales applied Lo loreign consolidated subsidiaries (5.8)% (101.8)%
Equity in net income of affiliated companies (12.2)% (91.6)%
Tax system dilferences for foreign consolidated subsidiaries = (60.2)%
Retained earnings in subsidiaries and afliliales 2.7 % (30.3)%
Refund of income taxes for prior periods (21.2)% —
Other 7.0% (4.2)%

Effective tax rale 71.4% 1,555.7 %
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Deferred tax assets and liabilities reflect the estimated tax effects of loss carryforwards and accumulated temporary differences
between assets and liabilities for financial accounting purposes and those for tax purposes.
The significant components of deferred tax assets and liabilities as of March 31, 2020 and 2021 were as follows:

Thousands of

Millions of yen U.S. dollars
As of March 31 2020 202 2021
Deferred tax assets:
Accrued bonuses and other reserves ¥ 60,735 ¥ 59,909 $ 539,721
Tax loss carryforwards ("2) 19,626 43,264 389,766
Liability for retirement benefits 24,473 15,600 140,541
Inventory, etc. 9,245 10,570 95,225
Impairment loss 1,377 1,247 11,234
Valuation loss on investment securities, etc. 675 396 3,568
Foreign tax credit carryforward 11,716 210 1,892
Allowance for doubtful receivables 190 198 1,784
Other 52,910 50,823 457,864
Total 180,947 182,217 1,641,595
Valuation allowance for tax loss carryforwards (2} (6,779) (38,549) (347,288)
Valuation allowance for deductible temporary differences, etc. (53,752) (49,796) (448,613)
Total valuation allowance (*1) (60,531) (88,345) (795,901)
Total deferred tax assets 120,416 93,872 845,694
Deferred tax liabilities:

Retained earnings in subsidiaries and affiliates (14,200) (13,532) (121,910)
Effect of exchange rate fluctuations on foreign subsidiaries (11,983) (10,168) (91,604)
Net unrealized gain on available-for-sale securities (1,391) (7,073) (63,721)
Asset for retirement benefits (2,287) (2,990) (26,937)
Other (5,996) (5,463) (49,216)
Total deferred tax liabilities (35,857) (39,226) (3.53.388)

Met deferred tax assets ¥ B4,559 ¥54,646  § 492,306

(*1) Valuation allowance increased by ¥27,814 million ($250,577 thousand). This increase was mainly resulted from the increase in tax loss carryforward on the Company and its asso-
ciated valuation allowance.

(*2) Tax loss carryf ds and their tax assets by expiration periods are as follows:

Millions of yen

Tax loss Valuation Deferred

carmyfonwards allowance tax assets
As of March 31, 2020 {a)
2021 ¥ — ¥ - ¥ -
2022 - — -
2023 - - =
2024 o - =
2025 - = =
Thereafter 19,626 (6,779) 12,847

Total ¥19,626 ¥(6,779) ¥12,847 (b)
Millions of yen Thousands of U.S. dollars
Tax Ioss Valuation Defesred Tax loss Valuation Deferred

carryf Il e Tax assets carryfarwards allowance fax assets
As of March 31, 2021 {a) (a)
2022 ¥ 149 ¥ - ¥ 149 $ 1,342 5 = $ 1,342
2023 - - - - - -
2024 - - - - - -
2025 - - = - — e
2026 - - - - - -
Thereafter 43,115 (38,549) 4,566 388,423 (347,288) 41,135

Total  ¥43,264  ¥(38,549)  ¥4,715(c  $389,766  $(347,288)  $42,477 (o)
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(a) Tax loss carryforwards are after multiplying the statutory tax rate,

(b) Deferred tax assets of ¥12,847 million were recognized for tax loss carryforwards of ¥19,626 million (amount multiplied
by the statutory tax rate). No valuation allowance was recognized for the tax loss carryforwards, which were determined to be
recoverable based on expected future taxable income.

(c) Deferred tax assets of ¥4,715 million ($42,477 thousand) were recognized for tax loss carryforwards of ¥43,264 million
(amount multiplied by the statutory tax rate; $389,766 thousand). No valuation allowance was recognized for the tax loss
carryforwards, which were determined to be recoverable based on expected future taxable income.

As of March 31, 2021, the Company’s deferred tax assets for tax loss carryforwards, net of valuation allowance for tax
loss carryforwards, were ¥4,150 million (337,387 thousand).

SEGMENT INFORMATION

SEGMENT INFORMATION

OVERVIEW OF REPORTABLE SEGMENTS

The reportable segments of the Group consist of business components for which separate financial statements are available.

The reportable segments are subject to periodical review by Board ol Directors meetings for the purpose of making decisions on the
distribution of corporate resources and evaluating business performance.

The Group is primarily engaged in the manufacture and sale of passenger and commercial vehicles. Businesses in Japan are
managed by the Company. Businesses in North America are managed by Mazda Motor of America, Inc. and the Company, while
businesses in Europe are managed by Mazda Motor Europe GmbH and the Company. Areas other than Japan, North America, and
Europe are defined as Other areas. Business deployment in countries in Other areas are managed in an integrated manner by the
Company as one management unit. Accordingly, the Group consists of regional segments based on a system of managing production
and sale. As such, Japan, North America, Europe, and Other areas are designated as 4 reportable segments.

CALCULATION METHODS USED FOR NET SALES, INCOME OR LOSS, ASSETS, AND OTHER ITEMS ON EACH
REPORTABLE SEGMENT
Accounting policies of the reportable segments are the same as those noted in Note 2, “Summary of Significant Accounting
Policies."

Inter-segment sales and transfers are based on market prices.

NET SALES, INCOME OR LOSS, AND ASSETS BY REPORTABLE SEGMENT
Net sales, income or loss, and assets by reportable segment for the years ended March 31, 2020 and 2021 were as follows:

Millions of yen
Reportable Segments
As of and for the year ended MNorth

March 31, 2020 lapan America Furope Diher areas Total Ad) 1 I lidated s
Net sales:
Sales lo external customers ¥1,035277 ¥1,166,712 ¥705,492 ¥522,804 ¥3,430,285 ¥ —  ¥3,430,285
Inter-segment sales and transfers 1,735,605 197,582 28,816 83,324 2,045,327 (2,045,327) -
Total 2,770,882 1,364,294 734,308 606,128 5,475,612 (2,045,327} 3,430,285
Segmenl income /(loss) (25,320) 30,839 10,260 26,435 42,214 1,389 43,603
Segmenl assets 2,174,003 456,906 205,142 326,146 3,162,197 (374,557) 2,787,640
Other items:
Depreciation and amortization 59,098 21,220 5,621 6,330 92,269 — 92,269
Impairment losses 792 F - {2} 797 - 797
Investments in affiliated
companies on the equity method 33,353 16,420 3,052 99,074 151,899 - 151,899
Increase i property, plant and
equipment and intangible assets 89,241 33,2_29 1,661 3,447 132,578 - 132,578
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Millions of yen
Reportable Segments
As of and for the year ended MNorth _ p
March 31, 2021 Japan America Europe Other arcas Total Adjustment *n  Consolidated
Net sales:
Sales to external customers ¥ 866,977 ¥1,027,856 ¥490,134 ¥497,099 ¥2,882,066 ¥ - ¥2,882,066
Inter-segment sales and transfers 1,464,574 252,611 19,600 57,664 1,794,449 (1,794,449) -
Total 2,331,551 1,280,467 509,734 554,763 4,676,515 (1,794,449 2,882,066
Segment income /{loss) (64,724) 40,477 10,002 17,761 3,516 5,304 8,820
Segment assets 2,343,476 449,287 198,115 354,802 3,345,680 (428,266) 2,917,414
Other items:
Depreciation and amortization 59,723 19,345 4,574 6,123 89,765 - 89,765
Impairment losses 842 467 n 15 1,355 - 1,355
Investments in affiliated companies
on the equity method 32,612 5,230 2,444 82,776 123,062 - 123,062
Increase in property, plant and
equipment and intangible assets 64,238 _21.8_92_ 2,063 _1 _,_7_7_9 - _9_2_,2?_2_ : e 92;_}"2
Thousands of U.5. dollars
Reportable Segments
As of and for the year ended Morth
March 31, 2021 Japan America Europe Other areas Total Adj UL = lidated "
Net sales:
Sales to external customers § 7,810,604 $ 9,259,964 $4,415,622  $4,478,369 $25,964,559 $ ~ 525,964,559
Inter-segment sales and transfers 13,194,360 2,275,775 176,577 519,495 16,166,207 (16,166,207) -
Total 21,004,964 11,535,739 4,592,199 4,997,864 42,130,766 (16,166,207) 25,964,559
Segment income /(loss) (583,099) 364,658 90,108 160,009 31,676 47,783 79,459
Segment assets 21,112,396 4,047,631 1,784,820 3,196,414 30,141,261 (3,858,252) 26,283,009
Other items:
Depreciation and amortization 538,045 174,279 41,207 55,163 808,694 - 808,694
Impairment losses 7,586 4,207 279 135 12,207 - 12,207
Investments in affiliated companies
on the equity method 293,802 47,117 22,018 745,730 1,108,667 - 1,108,667
Increase in property, plant and
equipment and intangible assets 578,722 224,252 18,586 16,026 837,586 - 837,586

("1} Motes on adjustment:
[1) The adjustment on segment income/(loss) is eliminations of inter- segmenl transactions,
(2) The adjustment on segment assets is mainly eliminations of inter- -segmenl ruew.ibl:s and payables.

(°2)  The segment income/(loss) is reconciled with the operating income in the ¢ of ions for the years ended March 31, 2020 and 2021.
The segment assets are reconciled with the total assets in the cansolidated balance sheets as of March 31, 2020 and 2021,

ASSOCIATED INFORMATION
INFORMATION BY GEOGRAPHIC AREA
The sales information by geographic area for the years ended March 31, 2020 and 2021 was as follows:

Thousands of

Millions of yen U.S. dollars

For the years ended March 31 2020 2021 2021
lapan ¥ 629,911 ¥ 594,490 $ 5,355,766
U.S.A 873,632 792,024 7,135,351
North America (Excluding U.S.A) 294,261 232,870 2,097,928
Europe 715,837 498,037 4,486,820
Other areas 916,644 764,645 6,888,694

Total ¥3,430,285 '¥2,382,o&5 !25,964.559

Sales are categorized by the countries or regions based on the customers’ locations.
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The property, plant and eguipment information by geographic area as of March 21, 2020 and 2021 was as follows:

Thoisasy of
Milkgma, of yon WS, dollan
Aol March 31 2030 2021 -
Japan ¥ B63.019 ¥ B61,731 $7.763,342
Meaico 110,476 95,671 Bo1,%01
Morih America {Excluding Mexica) 23,309 45,075 406,081
Eurape 20,015 16,924 152,468
Other amgat 55,695 55,767 502,406
Tou VIOZ2514 V1075068 49,686,198

EEN RELATED PARTY TRANSACTIONS
There were no transactions with related parties to be disdlosed during the years ended March 31, 2020 and 2021.

For the year ended March 31, 2021, an impaortant affiliate was Changan Mazda Automobile Co., Lid., and the summary of its
financial statements used in the caleulation of the equity in net income of affiliated companies was as follows;

Thosdands of
Al and for 1he yess fmded Maach 31, 200 Wilions of yrm L5 ol
Tatal current assets ¥130,185 $1.172.838
Total non-cusremt asoets G1,677 555,649
Tolal current [iabilities 101,494 94,361
Toal nemv-current Rabsilities 26,391 137,757
Total net sasets 63,977 576,369
Net sales 267,256 407,712
Net income before income Laxes 30,475 274,550
Met inoome 11,523. 2 1_‘_9!9

EEE SIGNIFICANT SUBSEQUENT EVENTS
On July 20, 20217, the Company implemented the funding by new subordinated loan (the “Subordinated Loan”™) and made an
early repayment of the existing subordinated loan (the *Existing Subordinared Loan®).

OVERVIEW OF THE SUBORDINATED LOAN
The detailed conditions and terms of the Subordinated Loan are as follows.,

1) Amount borrowed ¥70 killion (8631 million)
2) Use of proceeds Applied 1o the repayment of the Existing Subordinated Loan
3) Drawdown date July 20, 2021
4] Maturity date July 20, 2081

However, the Company may make early repayment of all or part of the principal on July 20,
2026 or any interest payment date thereafter or upon sccurrence of any predefined early
repayment events.

5) Replycement sestrictions

Upon early repayment of the Subordinated Loan, the Campany intends to raise the funds that the rating institution has approved
the same or greater equity credit attributes as the Subordinated Loan within the 12-month prior to the early repayment date.
Prendided, however, il after July 20, 2026, certain financial conditions are mel af the time of the eady repayment, the Comparty
may not raise funds that the rating institution has approved the same or greater equity credit atiributes as the Subordinated Loan.

&) Interest payment

Excluding the cases where dividends are paid on commaon stock, the Company may, at its discretion, defer all or some of the
payment of interest an the Subordinated Loan.
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71 Subordination
ifliquidation proceedings, bankruptcy proceedings, reorganization proceedings or rehabilitation proceedings, or any proceedings
similar to any of those under the law of any nation other than Japan are commenced against the Company and such proceedings
continue, the fight 1o request payment of the receivables under the Agreement will be effective on the condition precedent that
all recevables other than the receivables whose subordination and the like are similar in subsiance to those of the Subordinated
Loan are paid in full or othenwise satisfied in full.

Mo term of the Agreement may be changed to the disadvantage of any crediters other than the creditors of the subordinated
receivables in any respect whatsoever.

&) Equity credit attributes of the Subordinated Loan evaluated by a Ratings Institution
Class 3 / 50% (Rating and Investment Information, Inc.}

%) Investors (lendars) poarticipating, in the Subordinated Loan
Sumitoma Mitsui Banking Corporation

Sumitomo Mitsui Trust Bank, Limited

Development Bank of Japan Inc.

The Hiroshima Bank, Ltd.

The Yamaguchi Bank, Ltd,

Maomiji Bank, Ltd.

DETAILS OF THE EARLY REPAYMENT OF THE EXISTING SUBORDINATED LOAN
Details of the early repayment of the Existing Subordinated Loan are as follows,

1} Early repayment date July 20,2021
2] Tatal amaunt of early repayment  ¥70 billion ($631 million]
3) Reason for early repayment Pursuant to the early repayment clause of the Existing

Subordinated Loan (%)
*1 Repay haned on the prior eofsent of all lengden n ihe date svalable to make an early repapmesd sssially sel for the Exivling
Seondinated Loan [nkeresl payment date on of after fuly 20, 2031

EFFECT ON THE CONSOLIDATED STATEMENT OPERATIONS

The effect of the funding by the Subordinated Loan and early repayment of the Existing Subordinated Loan on the consalidated
statement of operations is immaterial,
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Independent auditor’s report

Tao the Board of Directors of Mazda Motor Corporation:

We have audited the accompanying consolidated financial statements of Mazda Motor Corporation
{“the Company™} and its consolidated subsidiaries (collectively referred to as “the Group™), which
comprise the consolidated balance sheet as at March 31, 2021, the consolidated staternents of
aperations, comprehensive income, changes in net assets and cash flows for the year then ended, and
notes, comprising a summary of significant accounting policies and other explanatory information.

In our opinion, the ACCOMpanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2021, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally sccepted in Japan,

Basis lor Cpinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditar s Responsibilities for the
Andit of the Consolidated Financial Stetements section of our report. We are independent of the Group
in aceordance with the ethical requirements that are refevant 1o our awdit of the consolidated financial
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our apinion.

ey Audin Matiers

Key andit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thercon, and we do not provide a separate opinion on these matters.

\ppropriniencss of manugement’s jirdgment as o whether theee was ap impaivment indicagar Tor

operating assets of Magda Maotor Corporation

The key audit matter How the matter was addressed in our audit

The Group manufactures automobiles at The primary procedures we performed to assess the

domestic and overseas planis and owns long- appropriatencss of management’s judgement as to |
| lived assets such as manufacturing facilities, and | whether there was an impairment indicator for the

land and buildings for plants. The balance of Company's operating assets included the following:

property, plant and equipment (“PP&E") and y

intangible assets on the consolidated balance (1} Internal control testing

sheet for the current fiscal vear amounted to
¥1.118,082 million. OF this amount, the balance
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of the Company’s PP&E and intangible assets
was ¥708,860 million, which accounted for
approximately 24% of votal assets in the
consolidated financial statemenits,

In applying the Accounting Standard for
Impairment of Fixed Assets, the Group
principally groups its long-lived asseis at cach
opcrating company level and assesses whether
indicators of impairment exist. ldle assets, assets
held for leasing, and assets held for sale,
however, are assessed individually. When there
is an indicator of impairment, the Group
estimates the future cash flows of each assct
group and determines if an impairment loss shall
be recognized. Most of the Company’s PPEE
and intangible assets are grouped as that of
operating assets,

‘While the Company recorded net losses from
operations for the fiscal years ended March 31,
2020 and 2021, the Company expects net income
from operations for the fiscal year ending March
31, 2022, Since there were no other events or
circumstances that might indicate impairment,
the Company determined that there was no
impairment indicator for its operating assets.

On the other hand, the next year's budget, which
was the basis for the forecasis of profit or loss
from operations for the following fiscal year,
included significant assumptions involving
estimation uncertainty, such as the prospects for
consolidated wholesales volume assuming a
certain business environment that incorporated
the effects of novel coronavires and the shortage
of semiconductors, the results of manufacturing
cost improvement meassures, the impaet of rising
raw material prices, including precious metals,
ag well as transaction prices between the
Cormpany and its subsidiaries, which required
management judgment,

We, thercfare, determined that our assessment of
the appropriateness of management’s judpment
as 1o whether there was an impairment indicator
for the Company s operating assels was one of
the most significant matters in our audit of the
consolidated financial statements for the curmem
fiscal year, and accordingly, a key audit matter.

| We tested the design and operating effectiveness of
certain of the Company’s internal controls over the
estimation related to impairment of its long-lived

| assets. In the assessment, we focused our lesting on

| the internal controls relevant o management's
assessment of the reasonableness of the estimation
related to consolidated wholesales volume,

| manuficruring cosl improvement plans, the impact

| of rising raw material prices, including precious

| metals, as well as tansaction prices between the

| Company and its subsidizries, which were

| especially important in the next year's budget,

12) Assessment of the estimation included in
the next year’s budget

W agsessed the precision of management’s |
estimates by comparing the previous years” budgets

| with the actual results and analyzing the canses of

| any variances. We then assessed the reasonablensss
of kev assumptions embedded in the next year's
budget, by performing the following procedures,

‘ among others:

| ® discussed the economic outlook and demand
fluctuations in each market embedded in the
next year's budgel with management and
relevant personnel of the Company, and
assessed the reasonableness of consolidated
wholesales volume in the next vear’s budget in
light of market forecast reports issued by an
external research company based on our
reading of those reports:

® inguired of management and relevant

personnel of the Company regarding
asspemptions related to the results of
manufaciuring cost improvement measures and |
the impact of rising raw material prices,
including precious metals, embedded in the
next vear's budget, inspecied documents

| supporting those assumptions and compared

| them with actual cost improvement achieved

| through similar measures in the past and
historical price trends; and

® inguired of management and relevant

personnel of the Company regarding the
estimates of transaction prices between the
Company and its subsidiaries embedded in the |
next year's budget, and assessed the |
reasonableness of those assumptions by
involving a tax specialist within our network

i firms.

hpropristencss of manazement™ jutdgment on the recoverability of defevired s pssels of

Vidsdn Mator Corparation
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The key audit matter

How the matter was addressed in our nudii

[
| The Group recognized deferred tax assets of

| ¥61,120 million on the consolidated balance

| sheet for the current fiscal year. OF this amount,
defierred 1ax assets of the Company in its stand-

| alene financial staterments was ¥37 208 million,

| which accounted for approximately 1% of total

| asgets in the consolidated Anancial staiements.

| As described in Note 21, “Income Tax™ to the
| consolidated financial statements, the balance of
| deferred tax assets related to tax loss
carryforwards of the Company was ¥4,150
million at the end of the current fiscal year,

Based on the estimated future taxable income,
deferred 1ax assets are recognized (or tax loss

| carryforwards and deductible temporary

| differences to the extent that they are expected to
reduce the amount of future tax payments.

| The estimated futre taxable income, which was

used 1o assess the recoverability of deferred vax
assets, wis based on the next year's budget
prc‘:amd by management. Accordingly, it
included significant assumptions involving
estimation uncertainty, such as the prospects for
eonsalidated wholesales volume assuming a
certain business environment that incorporated
the effect of novel coronavirus and the shortage
of semiconductors, the results of manufacturing

cost improvement measures, the impact of rising
| raw material prices, including precious metal, as
well as transaction prices between the Company
and its subsidiaries, which required menagement
judgment,

| We, therefore, determined that our assessment of
| the management’s judgment on the
recoverability of deferred tax assets of the

| Company was one of the most significant
matters in our audit of the conzolidated financial
statements for the cumrent fiscal year, and

| accordingly, a key audit matter.

| prices between the Company and its subsidiaries,

In our auditor's report on the consolidate financial
statements, we have described our audit responses
to the key audit matter, * Appropriateness of
managemen’s judgment as o whether there was an
impairment indicator for operating asscts of Mazda
Motor Corporation,™

This key audit matter, “Appropriateness of
management” judgment on the recoverability of
deferred tax asscis of Mazda Motor Corporation™ |
mainly concerned significant assumptions |
invalving cstimation uncertainty, such as the
prospects for consolidated wholesales volume, the
results of manufacturing cost improvement
mieasures, the impact of rising rew material prices,
including precious metal, as well as transaction

which required management judgment. In that
context, since our audit responses to the key audit
matter were substantially the same as those in
“Appropriateness of management’s judgment as to
whether there was an impairment indicator on
pperating assets of Mazda Motor Corporation™ in
our suditor’s report on the consolidated financial
statements, no further description is provided in this
section.

miend of dlie gppeopriteness of mamagement’s estimation of the expected rennbursement

raly
Murda Motaor € or [HuiE atinn

The key andit matter

—— ——

|
| On the consolidated balance sheet, the Group
nized a reserve for warranty expenses of
| ¥80,504 million for the current fiscal year, The
| reserve for recall-related repair costs included as
pm of the reserve for warranty expenses is

B4  Maxda Anmuad Report 2021
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| caleulated by deducting an estimated amount of | recall-related repair costs at the Company included ]
reimbursement from suppliers, which is based on | the following:
an expected reimbursement rate, from the .
expected amount of future recall-related repair | (1) Internal control testing

I oA We tested the design and operating effectiveness of
Based upon the analysis of the causes of defects, Ema't_n of the Company's internal controls relevant
the expected reimbursement rate is determined | 1© estimating the reserve for warranty expenses

by considering technical responsibility, the | related to recall-related repair costs, including those
suppliers” pavment ability, and the status of I. over determining the expected reimbursement rate
negotiations with suppliers. It is then from suppliers, as a key assumption, based on

incorporated into the calculation of the reserve, | 'echnical responsibility, In this assessment, we
particularly focused our testing on conirols o

The expected reimbursement rate included | prevent or detect adopting an inappropriite :
management's assessment of technical | reimbursement rate that is inconsistent with the |
responsibility, involved uncertainty, and was | facts such as where technical responsibility falls,

dependent upon fulure negotiations with | :
| suppliers. Therefore, management’s judgment {2) Assessment of the estimation of the expected

| thereon had a significant effect on the expected reimbursement rate
reimbursement rate and there is a risk that an : i

| ; ; | For a selection of significant cases where a lar

| {: sm:r:i:l:dﬂmcwd reimbursement rate may | amount of reimbursement is expected, we =l
: | performed the following procedures to assess the

We, therefore, determined that our assessment of | #ppropriateness of management’s estimation of the

the appropriateness of management’s estimation | expected reimbursement rate from suppliers, as a

of the expected reimbursement rate from key assumption, based on technical responsibility:

suppliers for recall-related repair costs at the °

Company was one of the most significant

marters in our audit of the consolidated financial

statemenits for the current year, and accordingly,

| a key audit matter,

inspected the minutes of the meetings on
quality assurance and the defect analysis
repors, and assessed the consistency of
management s future perspective and
negotiation policy with assumprions adopted 1o
estimate the expected reimbursement rate for
aceounting purposes;

| ® agreed the expected reimbursement rate to the
defect analysis reports that served as the basis

' for the estimation, and inspected the minutes
of negotistions with suppliers; and

® inguired of the personnel responsible for the
Quality Division and Financial Services |
Division, as well as personnel in charge of
| negotiations with supplicrs, and assessed the
consistency among their respective responses
o our inquiry,

Fesponsibilitics of Management and the Aadii and Supersisory Committes Tor the Consolidaied

Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to frand or error.

In preparing the consolidated fnancial stalements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, maters related to going concem in
accordance with accounting principles generally accepted in Japan and using the going concemn basis of
accounting unless management either intends to liguidate the Group or to cease operattons, or has no
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realistic alternative but 1o do so.

The audit and supervisory committee is responsible for overseeing the dircctors' performance of their
duties with regard 1o the design, implementation and maintenance of the Group's financial reponing
process.

Vuaditor's Respansibilities for the Aodie of the Consolidated Finaneial Statemenis

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or emror, and Lo issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is nota
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be cxpected to
influence the cconomic decisions of users taken on the basis of these consolidated financial statements.

As part of owr audit in accordance with auditing standards gencrally aceepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit, We alsc:

Identify and assess the rsks of mawerial misstatement of the consolidated financial statements,
whether due to fraud or crvor, design and perform audit procedures responsive o those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting & matenial misstatement resulting from fraud is kigher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, while the objective of the audit is not to cxpress an
opinion on the effectiveness of the Group’s internal control,

Evaluate the appropriatencss of accounting policies used and the reasonablencss of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidenee obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group's ability to continue as a going concern, If
we conclude that a malerial uncertainly exists, we are required o draw attention in our audilor™s
report to the related disclosures in the conselidated financial statements or, if such disclosures are
inadegquate, o modify our epinion. Our conclusions are based on the audit evidence obtained op 1o
the date of our auditor's report. However, future events or conditions may cause the Group to
cease 1o conlinue a5 8 Zoing concem.

Evaluate whether the presentation and disclosures in the consolidated financial statements are in
accordance with accounting standards generally aceepted in Japan, the overall presentation,
structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation,

Obtein sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group 10 express an opinion on the consolidated financial statements,
We are responsible for the direction, supervision and performance of the group andit. We remain
solely responsible for our audit opinion.
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We communicate with the audit and supervisory committee regarding, among other matters, the
planned scope and timing of the audit, significant sudit findings, including any significant deficiencies
in mternal control that we identify during our audit.

We also provide the audit and supervisory committee with a statement that we have complied with
relevant ethical requirements regarding independence, and communicare with them all relationships and
other matters that may reasonably be thought te bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the audit and supervisory commiitee, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our suditor’s repon unless law or
reguletion precludes public disclosure aboul the matter or when, in extremely rare circumstances, we
determine that a mavter should not be communicated in our repon because the adverse consequences of
doing so would reasonably be expected to ourweigh the public interest benefits of such communication.

The LS. dollar amounts in the accompanying censolidated financial statements with respect to the year
ended March 31, 2021 are presented solely for canvenience. Our audit also ineluded the wranslation of
ven amounts into LS. dollar amounts and, in our opinion, such translation has been made on the basis
deseribed in Note | to the consolidated financial statements

Interest regquired to be disclosed by the Centificd Public Aecountants Act of dapan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of
the Cenified Public Accountams Act of Japan,

&/ Satoshi Yokosawa
Designated Engagement Panner
Certified Public Accountant

/57 Atsushi Magata
Designated Engagement Pariner
Certified Public Accountant

S/ Takuya Monshima
Designated Engagement Pariner
Centified Public Accountant

KPMG AZSA LLC
Hiroshima Office, Japan
August 5, 2021

Motes to the Reader of Independent Apditor’s Report:
This is a copy of the Independent Anditor’s Report and the original copies are kept separately by the
Company and KPMG AZSA LLC.
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LONG-TERM VISION FOR TECHNOLOGY DEVELOPMENT AND
INITIATIVES FOR CARBON NEUTRALITY

In August 2017, Mazda announced “Sustainable Zoom-Zoom 2030,” its long-term vision for technalogy development that laaks
ahead to the year 2030. In light of the significant changes in the global autamobite industry, the mew vision takes a longer-term
perspective and sets out how Mazda will make use of driving pleasure—the fundamental appeal of the astomaobile—to help
resolve issues facing the earth, society, and people.

Sustainable Zoom-Zoom 2030

At Mazda, we see it as our mission to bring about a beautiful earth and to enrich people's lives
as well as society. We will continue to seek ways to inspire people through the value found in cars.

Working to Reduce CO: Emissions throughout a Vehicle's Life Cycle and Endeaver for Carbon Neutrality By 2050

Our greatest challenge lies in reducing C0s emissions 1o curb global warming, In order to stop global warming and presens this beautiful
earth for future generations, we are working to reduce CO: emissions throughout a vehicle's life oycle, Accordingly, we are promoting the
reduction of CO: emissions not just from the previous perspective, which evaluates CO: emissions while driving, but alse fram a well-to-
wheel perspective, which evaluates CO: emissions from fuel extraction to manufacturing and shipping. In addition, we promaote the
reduction of CO; emissions throughout a vehicle's life oycle, which includes the manufacturing, logistics, disposal, and recycling of
vehicles.

WELL-TO-WHEEL
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Maultiple solutions for electrification are impertant in line with each country'’s power supply conditions, usage envirsnment, and customer
diversity and demands, With this approach, we plan to develop electrification technologies in stages based on our Building Block Strategy
and electrify all of the vehicles we praduce by 2030, In 2020, we introduced the Mazda MX-30 mild bybrid and EV modeds,

Additionally, we annonced in February 2021 that we will endeavor to achieve carbon neutrality by 2050, We will make efforts to
promote carbon neutrality throughout the supply chain as we gain support for energy policies and the development, production, and

spread of electification,
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Mazda C5R

Basic Approach

Maizda aims to achieve its Corporate Vision through the actions of each Individual, based on the Mazda Way, While striving to meet the
fequests and expectations of all of Mazda’s stakeholders, each employee pursues corporate social respansibility (CSR) initiatives in the
course of their daily business activities, in order to schieve the sustainable development of bath society and the Company itsell.

Areas of CSR Initiatives

Referencing the Charter of Corporate Behavior issued by the Japan Business Federation (Keidanren), ete., Mazda classifies and evatuates
iti C3R initiatives. The areas of C3R initiatives are periodically reviewed and revizsed in the fight of issues in the business activities of the
autermetive industry and Mazda, as well as soclal issues to which stakeholders attach particular importance. The most recent review was
made in july 2016, by which the Company defined the fallowing as the key areas of s CSR injtiatives: Customer Satisfaction, Quality,
Safety, Environment, Respect for People, and Social Contributions.

Providing a Mapda brand sepitierce thal exceeds cusiomer espaclalions
_ Coenmilment 1o customers / Sales and cinomer senvige, gbr.

Ciifening, prodisits and servoes (M pleass our Gaioemens
Cpuality Estabihshing stabile peoduct quality / Achievieg quality (hat esceeds cuttomer expectations [ Cullivaling human misunces capable of thinking
and M!lng,hl ehe Mﬁpmn nf Cusbamen e

Fromoding sabety initiatives 1o xh-ﬂl 2 wale and accident-lren Muunmwe Ol

Cuiomar Satislaction

fi
Salety Safity iniristves baced on thiee viewpoinis: vehicles, people, snd roads and infrasnetane
Reducing | imipagt throughout the srdire vehicle @e oycle
Efrrirpramend Errnranmental managersent ¢ Fflovts iepanding pendin and technology develapment / Biforis segarding manudetireg, and Ingatics

Reryclng | Baadnanity / Communication, et

" for Peopin Developing heman resoseces, wha ane the foundations of the Company and se<iety, and respecting for human dghty
|r@1im=1 wiih employess (including occunational dafety and heatth] / Respect for buman rights, eic.
A -+ Contribuling to boeal © dles a5 a good b CHlsEET
oM Contdbtions Mlmmhudmh:hepﬂhntmwmuhq, s uman petouroes development, and dommunity ik i, e

(Mazda plans pa review “[he ateas of C3R intiatres” i Alaacs Sootainataily Regovi 202

Collaboration with Local Government, Industrial Organizations, etc.

To Fulfill its social responsibility, Mazda is actively collaborating with external crganizations, including local governments and industrial
organizations. The Company has participated in activities conducted by industrial organizations, such as the japan Business Federation
{Keidanren) and the lapan Automabile Manufacturers Association, while also being involved in government-led activities, such as the
Strategic Commission for the New Era of Automohiles set up by Japan's Minkstry of Economy, Trade and Industry, in addition, Mazda
signed thee United Nations Global Compact and declared its support for the recommendations frem the Task Force on Climate-related
Financial Disclosures (TCFD) (see “Suppert lor and Response Lo TCFD® on page 62), 35 part of its efforts in line wiih the international
COmMMUNITY'S enitiativies,

Promaoting Initiatives Based on the SDGs HE .H.H
Tive Mazda Group pushes forward with various initiatives to contribute to the achieverment of the
Sustainable Development Goals (SDGs) adopted by the United MNations, In fiscal year March 2027,

the Company has made progress with clarifying the relationship between SDGs and the mitiatives
based on the Medium-Term Management Plar.

External Evaluations of CSR o of asgun 31,200

Mazda identifies key external ratings and evahuations both from within lapan and cverseas. By analyzing the results, Mazda evaluates its
own initiatives. Mazda continuously makes active effors 1o disclose information by responding to both demestic and global surveys and
evaluations, such as those by socially responsible investment (SR1) and enviconmental, social, and govemance (ESG) rmting organizations.

* fnefation in the Dow Jone Sustainabity tndes (D051 Asia PaciBic Indes ® bnchuvion i the Ethibel EXCELLENCE | Reglsper { Sebocred since
{Selecied sl Sepiemben 2007) Oglober 2013)

= Inclusicn it the FTAEAGo0d Index Series | Selercted singe March 20711) ® I the COP Climate Chanpe Report 2020, Mards's scove was A

& Inchusios in he FTSE Bloitam Japan kades {Sebected since fhe indes wan » inclusion in the SEP/FY Carbon Effclent Index (Selecied vrce the indes vas
evtabiisted in puty 2017) euablithed in Septemiber 2018}

= Mckadon in the MSCTESG Lesders Indeses (Seleched since Jume 2020} ® In fiscal yenr Masch 2021, Mazda received S3ver Medal evaluation in a supgly

# imclistian I the MSC1 Japan Ernpowering Women Indax (Wik] ehain sxsesment canducted by Ecobadia

(Selected since Docomber 2019)
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CSR INITIATIVES

Customer Satisfaction

Basic Approach Every Touch Point
The Mazda Group promotes brand value management. By enhancing its brand value, the

Croup aims Lo increase the number ol enthusiastic Mazda fans and attain its business m
growth, thereby consequently enhancing lts carporate value. To establish an emotiona m
connection with customers, Mazda considers it necessary to take into aceount all touch - Ll
points, i.e., not only the period during which customers are in possession of a Mazda vehi- ot ) | y,
ele, but also the periods before they purchase the vehicle and after they let go of it
s — W — 5
Promating Activities to Enable Customers to Experience “Driving Pleasure® * i
Mazda promates initiatives to provide customers with opportunities to communicate with Pl | S :
the Mazda brand and strengthen bonds with Mazda throughout thiir car ownership, As pari st ‘E,:
of these inltiatives, Mazda promotes activities which are designed to communicate the Costact with
concept of Macda's monotiuke and its latest technologies o customers, and offering them el

oppartunities to dialogue with employees. Through these various approaches, Mazda strives
1o establish special bonds with customers, while striking a balance between providing cus-
romiers with driving pleasure and raising their safety and envirgnmental awareness.

Supporting Customers’ Car Ownership Assuredly

tazda promotes initistives that alm to realize “safer, secure and comfortable ownership expertences” and “customer services that will be
refled on by customers.” Through developing and providing service /repair tools and senice manueals, establishing parts supply networks,
and offering training for serdce trainers and service staff, Mazda supports dealers in Japan and overseas, aiming at building up systems to
enable them 1o provide close and proper support for customers,

Quality

Basic Approach Mazda Quality Palicy

Teward the realization of its Corporate Vision, Mazda believes that it is important f

1o enhance the “guality of all things offered outside the Company,” including prod- _ Matda Guakity Policy

wcts and services, 1o satisfy custamers. The Company defines the Five Trpes of b by s i o ik o phosass | st

Mazda Quality: “quality of work,” “guality of management,” “quality of work envi- | =
ramment,” “quality of behavior,” and "quality of all things offered outside the
Company,” which is underpinned by the preceding Tour, In line with its quality Five Types of Mazda Quality

policy, Mazda further advances the efforts it has made and promotes united col- - I
tabasation among all areas, continuing to enhance Mazda's unique value, Cualsty of All Things Offered Dutside the Compary |
Approach to Quality Improvement " t . t : 1 =
To deliver custamess safety, trust, ane excitemnent through automotive lifestyles, Sy ot | | Cndip il Quainy of |
and to have customers continuously realize the value of its products, Mazda makes Work |l Adanagemon Evicnment |
Croup-wide efforts based on the three principles below: T —
1. Establishing consistent quality, from planning to production t t |
2, Eardy detection and early salution of market problems S T A
3, Buitding special bonds with customers—cultivating hurman resources capatile of r
considering and acting toward the happiness of custormers 1
Marda Way

Iategeity, Basics/ Hawless iaecution, Continuoan
Kaleen, Chalbenger Spinil, Self tnitiatve, Tomodky,
Ot Marda
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Safety
Basic Approach

While continuing to keep abreast of the latest safety advancements, Mazda works on lechnology development with the belief that tech-
nedogies will demonstrate their true value anly when their use becomes widespread,

Initiatives in Vehicles: Mazda Proactive Safery "0

4 i
Mazda's safety philosephy, which guldes the oron
happeT
research and development of safety technologies, '!_."_\'
15 bnrs':ed on understanding, respecting, and trusting m-dln.bnu-uu
the driver. Riak af iichable
Agcident

To drrve safely it is essentlal to recognize potential
hazards, exercise goad judgment, and operate the
vehicle in an appropriate lashion, Mazda airms to
support these essentiad funclions so that drivers can
drive safely and with peace of mind, despite chang
ing driving conditions, Since drivers are human
beings, and human beings are lallible, Masda offers
a range of technologies which help to prevent or
reduce the damage resulting from an accident. i What Maada's safety technalagies

ahm b provide

Continuous Evolution of Safety Technologies

Mazda strives to continuously evalve its basic safety techrologies, such as the ideal driving position and pedal layout and excellent visibal-
Ity, a5 well as technologies to mitigate injuries in an accident, as represented by a lightweight, high-rigidity, safe body. The Company is alsa
committed ta continuous evalution of i=Activiense, a series of Mazda's advanced safety technologies, which the Cormpany plans to incer-
porate into more Mazda models, in srder to deliver safer, mose reliable cars 1o a greater number of customers. The features of i-Activiense
include technobogies that suppart safer driving by helping the driver to recognize potential hazards and technologies which help to avert
collisions or reduce their severity in sitations where they cannot be avoided.

Meamwhile, Mazda is developing the Mazda Co-Pilot Concept, a develapment concept for human- centered self-driving technolagy,
This “Mazda Co-Pitol” monitors the driver’s condition at all times and if a sudden change in the driver’s physical condition is detected,
switches to autonomous driving, bringing the car to a sale place, stopping the car and places 3n emergency call, For the first step, called
Mazda Co-Pilot 1.0, we plan Lo start its introduction from our Large Products from 2022,

MAZDA CO-PILOT CONCEPT T
Dlrere sy srsprorndily
When the driver’s condition is nommal vy Mmalfe ok abenies
Uinder narmal conditions, divers can enjoy driving -~ 8 ‘_-"_._
themsehves while the car constantly menitors the . -'r"-"-"—* il
candition snd conducts “vinual driving,” mesning g, P e
it b reacly 1o drive jtiell ag any fime. Pand condtioem o
| . ot it e T | TP
L F=trswrm. dreary movn Poar Wl 16 g ey wblr

Wasn, sl itots

Whaen the driver cannet operate the vehicle
In & normal manner

When it 5 deledmaned that the dived cannng
aperate the vehiche nosmally, the car intgrvenes in
an attempl (o avold collisions and moves the
vishicle awsry from irallic Lo 2 more safe location
where it can step the vehicle.
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Environment

Basic Approach

Mazda actively adopts initiatives to promote a decarbonized and low-carbon society, recycling-onented society in harmony with aature,
in cooperation with local governments, industrial organizations, and non-profil erganizations. These effods are reflected in all of Mazda’s
corporate activities with the aim of achieving a sustainable society. The Company carries out initiatives in each of the follewing fields,
which Mazda believes autornakers should address in the face of the wossening environmental issues: energy-and global-warming-related
issues, promoling resowrce recycling, cleanes emissions, and environmental management.

Energy- and Global-Warming-Related Issues

Miarda is taking various measures to reduce COs emissions over
the entire life cycle of a vehicle. The Company is developing
multiple solutions that enable us to offer appropdate power-
trains that take into consideration each region's situation and
power generation mix, In addition, Mazda camies oul vanouws
initiatives such as making efferts with othor companies and
betwesn indusiry, academia, and govennment 1o encourage the
spread of renewable liquid fuels and reducing C0; emissions
fram production, effices, and logistics operations,

Promating Resource Recycling

Mazda strives to recluce waste from vehicles, the vehicle manu-
facturing and shipping processes, and the disposal of end-of-
life vehicles, while actively promoting the comprehensive
recycling of resources, Various initiatives are unded way, includ-
ing the development of vehicles that are casy to disassemble
and recycle, the reduction of direct landfill waste in production
sites, and the reduction of the valume of packaging and wrap-
ping materials used for logistics operations.

Cleaner Emissions

Effonts ase being made to reduce various emissions fwaite
{aside from CO:) from vehicles and manufacturing processes,
especially emissions with highly adverse environmental impacts,
For example, the Company encourages the intreduction of
bowe-ernission vehicles o improve aic guality in cach coundry
and region and activities te reduce emissions of PRIR sul-
stannces and VOCs in production sites.

Environmental Management

Mazda is promoting inftiatives under emironmental manage-
ment systems {EMS) across its entire supply chain and in all
Graup companies, in oider to conduct more environmantally
conscious busingss activities in a more effective manner based
on 150 14000 and other standards, Moreover, ¥anous meadures
are camried out to expand the implementation of life crele
assesgment (LCA) and biodiversity presenvation activities.

62  Mazda Annual Repori 2021

- —

Establishment of Value Chain for Mext-Generation Blodiesel
Fuels in Hiroshima “Your Green Fuel® Project

Mazda participates in the Hiroshima “Your Green Fuel” Praject, &
project 1o speead next-genamtion beodissel sutemotive fuels. Ta create
a madel for the bocal production and corsumption of biodiesel fuel in
Hiroshima, the Company has estabilished a blodiesel fuel value chain—
froem the production and supply of raw materials 1o the use of the
tueli— and use of the fuels has staried,

rviigge of Baokuel vehile
Ragfer 16 e fnfiowing URL bor detadh {ispanee any)
(5 itpsc/ {newaom imaede com /4 ity febease £ 2020, 2020
08, JWAD4ahim)

Support for and Response 1o TCFD

Ty May 2049, Mazda declived s support for the iscammendations
fraim the Task Foree on Climate-relaed Financial Disclosures {TCHO)™
and jined the TCFD Comartum,” showing it commitment 1o
strengthening s eforts 1o addross climate change. Since facal year
sarch 20727, the Compary has been taking measiuses for infommation
duselsuie regarding climate-related risks and opportunities in accos-
dance with the TCPD recommendations in the thematic aeas ol
governance, sirsbegy, fisk managemend, and meircs and Lagets.”

=1 TERDE Tank Fevte on Dimane-eolited Foancl Didlonses
A piivate-vectes-led orgariration set up by the Fnangisl Stalifioy Boaed (FSBY, in
respanse Bo the reseest riemn Ghe GH Dinance Sliniien s Central Bank
Gewpernain,

'2 The TEFD Camuartim is an nrgenitation establahed in Japan, aimed at halging
ditgusiions on effeatve comsoiate ink dschosune and elfort dat leading
dncbied information ba appeoprie deshionsmaking o imestment by lisan-
wial isutes and other oatities, Bhe Mi ol w, Basde snd Induilry
e Binahtlad Serviir Agency, and the Mty of The Ervioament partssipade in
e [eserium o obisnen.

3 Sousce: hips: /Sl comasdtium, ) on fabout
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Respect for People _

Basic Approach Seven Principles of the Mazda Way

Mazda recognizes that people ane its mest important ressurce and alms

to be a company staffed by people who enjoy their work, To this end, the N ECRITY

Company promotes hurman resources trining based on the Mazda Way
principles that are shared throughout the entise Mazda Group world-
wide, Alsg, the Company has established Group-wide human resaurces
policies and measures aleng with the promotion of varous inltiatives.

Also, Mazda declares that it will never tolerate human rights vialations
of any kind, including discrimination and bullying an the hasis of race,
nathanality, faith, gender, social status, family origin, age, physical disabil-
ity, sexual orientation, or gender identity, and also states that Mazda is
determined to eliminate human rights violations from business activities
bath inside and outside the Company. With this determination, the
Company expands its initiative 1o promaote respect for human rights to
its damestic and overseas group companies and suppliers.

Creating a Working Environment That Enables Each Employee’s
Successful Performance

Mazda strives to create 3 working environment where each employes can
continue 1o proactively work and succeed. Specifically, the Company
proamates the introduction of a system that encourages Nexible and
diverse work stles, the reduction of warking {overtime) hours thraugh
the effective use of infoarmation technalegy. and the development of
career plans for employees’ continued success.

Human Resources System and Measures (Examples)

W keep acting with integiity loward oor custamers,
sochety, and out own work,

BASHES ) FLAWLESS LXNECLITNDN
W devote ourselved 1o the basics, and make steady elfosts
b step by slep fashion,

COMTINLIOL KAIZEN
We continue to impiove with witdom and ingenuity,
CHALLY ML SPERHI T

We set a high goal, and keep challenging to achieve it

SEUR ISETEATIVY
We think and act with “sell initiative.”

TSR
e bearn and teach esch other for pur mutual growth and
SUORS,

OxE MAZDA
W think and act with the view of "Globaf™ and "Orne Masda.”

| |

Wiadk-Lile Balanoe Migsmutlon al Besnidoyisent of the Bldeedy
Child-rearing paid leave ( Child-eearing lesve, Nurting care leave, Riremployment of retired fosmer employees 1o help them shane thesr
eapertive [Expent Farmily sritem)

* A, paitl-brave sysiem that covets nuting care for relathes, viduniees work,

Suncilons o ofcs chidy ishool, and infeailing incatment
Sappe Ion Foployees will Special Mesily

|
!
l Special Warm Heat leave system”
|

Extabdishment of the Prysical Challenge Suppan Dedk for conssiatians,
Ervyployment of contified sign-language interpreters a5 regudar employees.

Maraleh lnprovereil

Witabity chechups (wvestigation of occupstianal siress and diagnosis of
ihe organization’s comgeehensive healih digree)

Een-Walk Commuting Program (wilth allowance paymenis)

y

Social Contributions

Basic Approach

As a company engaged in global business, Mazda is fulfilling its responsi-
bilities as a good corporate citizen through engaing involvernent in
socially beneficial activities tallored 1o the needs of lacal communities, in
mrder to ensure that its business activities contribute to the budding of a
sustainable society. Mazda conducts various social contribution initiatives,
based on the three piflars in the basic palicy.

Theee Pillars in Basic Policy on Social Contribution Initiatives

and Safi
I’uﬁm.:*nu

mﬂlﬂ
-
 Communi
't-untﬂbungrll
Kespondisg

1 focal socisd
RO At
mrpunum
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Please refer 19 the Conpavate Ginermanen Report bor Mazda's basi phileispty, policies. and detaib i
on iy inilistives regaeding the Copatiie Gerersnassre Cosde.

5 batp /v a.com o fieveston by  govsmance,

CORPORATE GOVERNANCE

Mazda respects the intent of the Comporate Governance Code set by the Tokyo Stock Exchange and, while working to build a good rela-
thonship with its stakeholders, including shareholders, customers, suppliees, the local community, and its employees, the Compasny shall
strive 1o sustain growth and enhance its corporate value over the medium and long terms through transparent, fair, prompt, and decisive
decision-making and to conlinge 1o enhance s corporate governance.

The business environment surrounding the Company is undergeing rapid changes. in order to enable faster business decision-making,
further enhance discussion of management strategies, and strengthen supervisory functions of Board of Directors” meetings, the Company
has adopted a Company with an Audit & Supenvisory Comemittes structurs.

Fusthermore, in addition to bodies designated by bw such as the general meeting of sharehalders, the Board of Directors, and the Audit
& Supervisory Committer, the Company has established an Officer Lineup & Remuneration Advisory Committee in order to enhange the
transparency of the process for nominating and appointing executive officers and candidates for director, as well as their remuneration, as
an advisory function for the beard of directors.

Regarding the system for the execution of business, Mazda has adopted an executive officer system. The Company holds Executive
Commitiee meetings to convey infarmation necessary for debate on important Company-wide policies and initiatives and business man-
agement, as well as advisery bedies to contribute o decision-making by the president.

Cwerview of the Corporate Governance Structure
Dérectars {Excluding Direcioss who are Audit & Mumber of Chrectors

Ta {7 imsicte directors, 2 outside directors),

Supensory Commities Members)

of whom 1 & a woman

Tesm of Office 1year
Incentives Short term: Performance-based remuneation
Medium to long term: Remuneration in the farm of
siack aplions
Directors who are Audit & Supervisory Committee  Mumber of Directars £ (2 e directors, 4 oinside directors),
Sbembers of whom 1 & a warman
Term of OHfice Zyears
Mumber of Directors an the Board Mumbier of Directons 115 (9 insicle dicecion, 6 outside directors),

of whorm 2 are women

Ratia of Dutside Directon 0%
_ Ratio of Femnde Diréctors 133%

Indepencdent Directars {ied with Tnlf:gibnck E""’EEL & oulside directors

Accounting Audiior KPMG AZSA LLE

Structure by Orgamnization i s the Chaipenon)

i Officer Lineup &
Fasition l Mare Chatsida Mt Board of Disevinn Ay :." "“""'""""'l Memasersties Advisory
Commilon

Representalive DhierLon s
Chasirman ol hy: Baard Kiyndaka Shobuda o
Rep Disetioe, F and CED | Akiea Maraisala L& .
Represertative DRtctior, : - =
Executive Vich Presideet o COO Wioshi Fujivan U ~
Diregren sid Spnice Manapng

bisealeror Mitsuru O )
L-zmru:.'!“’ S Slansgog Akira Kogh o
Daegior and Senior Managieg "
Lsecitive Officer Bl fopin {
Fﬂmww‘ Yasubiro Aoyama (@ =
[r— Kiyoth Sain o 9] G
Decine Michike Cgawa o () 5
Dissitor wha &

et e (ulteme PRI 5 o +h
Dereinnr wisd in Ascd & Supeniney . o

ke %wtmm: halushiko Walabe #) o
Mmﬁl-%tw Khing Sakai ,:.J o :
mc” u'm”nm'&w kit Kitamin o o (o] 5
Dnedsor wha b Audd & ¥ y & - -
ncarisrllisiitndirai Tprnicr Hitak Shbanak: ¢ 0 {
Drirec o whes 15 Awt & Superasory - . - e i~
Committee Merwbt Mo Sugimad C 9]
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Corporate Governance Framework

General Meeling of Sharcholders
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1 missaticed | Gowenance

Seieetion | Drumansl | Baiection | Divmissh
) ot s ¥ B Cfficer ineun & Rermwunieration
i Aghisory Commitipe

WA S ety
e s lactacs Represenlative Directors

[t & Superetiay

Commines Mrmbsry] ECM and ather president advisory

{5 conpongte deecton, of whom commitiee [ organization
foue ate cutiide deectsn)
Commitiees
s & * Heaith & Safery Committes

Audit & Supervisory Commities
Dreparienent

Rt

L 5
]
B imternal Audis Depanmen —————————

i Board of Directors

The Company’s Board of Cirectors deliberates and makes
decisions regarding the execution of Impertant matters including
fundamental business policies and management strategy. In
addition, it supervises the execution of operations by individual
directors. In order to enable quick and flexible decision-making, 3
significant partion of impartant business execution decisions are
delegated to the relevant management team in accordance with
the provisiens of the Articles of Incorparation. The president and
other axecutive officers who have been delegated awhority make
decisions on these matters. The Board s made up of 15 directors,
six of wham are highly mdependent outside directars,

H Audit & Supervisory Committee

The Company’s Audit & Supenisory Commintee audits the Board of
Directors’ decision-making process and business execution through
the execution of voting rights at Board of Directors’ meetings and
the execution of its right to state opinions en personnel changes
and remuneration of directors (excluding directars who are Audit &
Supervisory Commities members) a8 the general meeting of share-
holders. The Audit & Supervisory Committee is made up of six
members, four of whom are highly independent cutside direceors.
I order to ensere the smooth operation of the Audil & Supenasory
Committee’s audils, iwo of its members are [ull-lime.

Bl Executive Officers

The Company has introduced an executive officer systemn. By
stparating execution and management, the effectiveness of the
oversight of the Board of Directors is enhanced, and decision-
making is sped up through expanded debate by the Board of
Directors and by delegating autharity to executive afficers. In this
way, the Company is working to further managerial efficiency.

= Quakty Comminees

= Risk & Complance Commithes

* Human Right Commetiee

= Sepurgy Eapon Control Conmmllee, ot

!

Graup Companies

B Executive Officers

Divisisn Managers

L

Drepariment Managers

Employees

Bl Officer Lineup & Remuneration Advisory Committee
The Company has established the Officer Lineup & Remuneration
Advisory Committes, made up of three representative directors
and six outside directors and chaired by a representative director
and chairman of the board, as an advisory hody to the Board of
Directors, The commitiee reports (o the Board of Directors the
results of its deliberation on matters such as officer lineup and
policies regarding the selection and training of directoss, as well as
remuneration paymant policies and the remuneration system and
process based on those policies, which contribute to the
Company’s sustainable growth and the ratsing of corporate value
in the medium and long term,

B internal Audit Department

In an effort te contribute to sound and efficient management, the
Global Audit Department audits the appropriateness of the
business activities of the Company or its Graup companies. It also
audits the appropriateness and effectiveness of imernal control,

@ Accounting Auditer

Accouniing audits are conducted by KPMG AZSA LLC, with whom
the Company has concluded an audit contract. The certified
public accountants who conducted the Company's atcounting
audils have been working en the Company’s audits for less than
severs years. Those assisting with the Company’s accounting awdits
include 11 certified public accountants, one public accountant with
LA, certification, and 23 others, nine of whom have passed the
centified public accountant examination.
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CORPORATE GOVERNANCE

Procedures in Nominating, Appointing, and Dismissing
Officers and Determining Their Remuneration

In order to enhance the ansparency, fairness, and abjectivity of
the process for nominating and appointing executive officers and
candidates Tar director and the remuneration of direciors aned
execulive officers, the Officer Lineup & Remuneration Advisory
Committee reparts 1o the Board of Directors the results of jis
deliberation on matiers such as officer lineup and policies regard-
ing the selection and training of directors, as well as remuneration
payment policies and the remuneralion system and process based
on those policies, which contribute 1o the Company's sustainable
wrowih and raising of corporate value in the medium and long tenms.

Palicies on the Namination, Appointment, and Dismissal
of Officers
‘When nominating and appointing officers, under the basic premise
thant they are healthy both physically and mentally, the Company
shall consider whether they have the proper attitude to Rl the
mandate of shareholders, customers, and other stakelwoldiers, high
ethical standards, the ability 1o take action, leadership gualities, and
the expavience and ability 1o canry out their duties as well as their
professional and personal achievements. Candidates for divector
must have exceptional charactes, Insight, ability, and a wealth of
experience. The overall structure and balance of the Board must
also be comsidered . The Campany shall confirm that, in addition 1o
the ahove, candidates for outside directior meet the Company’s
requirements for independence and have the time and energy
narcessany to properly fublill their roles and responibilities. Based
o the advice of thie Officer Lingup & Remuneration Advsory
Committee, proposals on the nomination, appointment, and
dismissal of officers shall be submitted to the Board,

fegarding dismissal or other measures taken against an officer, in
cases where an officer was found ta have viclated the rules, regula-
tions, or Company statutes reganding their duties; in cases where an
efficer took an inappropriate action, theneby making them unguali-
fied 10 serve as an officer; or in cases where clreumstances emerged

Reasons for Appointment of Outside Diréctors

that made the appropriate execution of their duties difficult, a
proposal to dismass the officer in question shall be intreduced 1o the
Board based on the advice of the Officer Lineup & Remunesation
Advisory Comrriltee,

Policy on Remuneration of Officers

The pelicy for emunaration for the Cormpany's officers is 1) con.
nected 1o the Company's sustamnabile growth and ratsing corporate
value in the medium to long term, 2) used 10 acguire and maintain
capable personnel, 3) inderstandable and easy 1o explain to stake-
helders and officers, and 4) the oflicers’ remineration standard, set
in comparison with other automabile manufacturers, is to be deger-
mined based on the posihon of employes salary, bearing in mind
that officers work alongside employess,

The remuneration of internal directons {exclsding directons who
are Audit & Supervisory Comamittee members and outside directors)
andd cupcutive offioers consists of 1) o fved st of basic remuner-
1ion commensurabe with their responsibiiities, 2) performance-based
remudteration determined at the end of the Niscal yeur in accosdance
with a designated standand and process after evaluating how musch has
been achieved toward goals set based on the business plan, and
3} compensation in the form of stock options under a system intro-
duced to incentivize contributions toward enhancing carposate wlue
over the medium and fong term and to share the benefits with shave-
hokders, Considening their status indegendent fram the exscution of
operations, nutside drecton and directors who are Audit & Supenasony
Cammittee members shall receive a fimed amount of basie remunen-
tion only, Bated on the advice of the Officer Lineup & Rermuneration
Adiwisory Commitiee, proposats o remuneration of oficers (exchuding
the separate rermuneration of directors who are members of the Awdit
& Supervisory Comimittee] shall be submitted to the Board.

Analysis and Evaluation of the Board's Effectiveness

In ardier 1o steadily advance measures for the further enhancement
of its efficlency, the Company's Board of Directors analyzed and
evalualed the meetings conducted in fiscal year March 2021,

[Qutside Directars] These directors are anticipated ta enhance the supervisory functions of the Board of Directors through their efforts, in
addition to leveraging the following experence and insight in the management of the Cnmpw

B, mummunlmmﬂummwm.rmm“.ﬂmuﬂm muw-umn*x uhnmm»mrﬂum
dent snd CELO, and deviios sed vice chalhrean of the board, ane has sib experiesoe @5 daght i coporie managemess. We eaqpoecl bes advice and sooom-
mendabisns im an imemalional perpeetive and his beosd managrimant vieaponl i pan e,

| M. Ogawa has aetailed knowledps a5 s autio technology eveardber at an clectronics manufactures As 50 olficer in chaipe of piemeen sudio equipment, vhe
Michike Ogiwa | engaged in brand reestablabment effons and potaeiies rh esperiance and insghl isto ceagomte Mansgement. Ve enpert her iivaie wnd remmmendl o
feain  beand marketing pespocter and ber profesional viowpoint a1 an engmerr in padicilar

Kipothi Sato

[Qutside Directors (Audit & Supervisory Committee Members)] These directos are anticipated 1o strengthen the awdit and supenvisory
{unctions of the Company's man;iem:nl thmugh their effarts by leveraging the following experience and insight.

L ihmﬂdn:wmmmalmwfmmwm and bay =1Mﬂﬁtmmaumﬂ:mw“ﬂmm Wile grpedd hil advice and
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® Method of analysis and evaluation
Based on a survey prepaded by the Boards secretariat, all of the direcion
evaluated the Board's effectivenes, After the results were compibed by
the secretasiat, an anahysis of the current sitation was shared at o Board
meeting and the ideal to be punued and improvernents were discussed.
The survey primarily covered the constitulion of the Board of
Directors, debate on the business strategy, debate on compliance and
internal centrol, the provision of information {the amount of inforrma-
tion, materials, explanaticns, and supgort for oulside directars), and
irvalvement in the debate. Additionally, the effects of improved
management deciion-making speed, enhanced delberation among
the Baard of Directors, and the strengthened supendsony function of
the Board of Directors, which were objectives ol th transition 10
company with an Audit & Supenisery Comittee, were combimmed.

® Overview of the results
t was found that members of the Board of Directors are praperly
invelved in determining the Company’s basiness stralegy and shive:
an understanding of its content, that the outside directors express
their apinions frem an independent perspective after gaining an
understanding of the Company’s situation by receiving explanations
of resalutions in advance and other forms of suppen, and that the
oversight function of the executian of operations has been ensured,
Furthermore, it was confirmed that proaductive deliberation took
place without any probdem even in the online enviranment of meet-
ings during COVID-19 conditions. Additionally, it was confirmed
that the business strategy and other matters were thoroughly dis-
cussied by securing ample time and that dedision-making speed had
been improved by delegating the Board of Directors” authorities 1o
representative direcions within an agprogriate scope based on the
Company's Articles of Incorporation. Howewver, although improve-
menks are evident since (ast yeas, [t was also conflemed that initia-
tives are necessary to ferther improve and strenglhen areas such as
the monitoring of the business strategy and other important matters,
a5 weell as thorough discussion of risks and profitabiling.

The Comparry will analyze and evaluate the cffectiveness of the Board
af Directors every year and continue iniiatives for constant improve-
ment in order 1o ke corposate value (0 the medium o lang tem.

Basic Strategy for Capital Policy
In order to enhance corparate value over the medium and long
teerns and build a solid finandal foundation for stabie, continued
growth, the Company shall endeavor to reduce its interest-beoring
debt and Increase its equity capital.

The Company shall also endeavor to use i1s management
respunces effectively and enhance its capstal efficiency.

With regard ta shareholder returns, the Company shall endeaver to
strengthen its finandal foundation for a higher dividend payout ratio,
with the payment of dividends based on performance as its basis,

Palicy on Cross-Shareholdings

Taking into overall consideration the business strategy, the neces-
sty to busingss activities such as maintaining and strengihening
busingss dealings, and the scanomic rationality of cross-thare-
holdings, the Comspany shall have croas-shareholdings when it will
lead to the enhancement of corporate value over the medium and
long tevms. H the purpose of cross-shareholdings is judged 1o have
adiminished, the Company shall aim o reduee cross-sharehaldings,
including the selling of shares based on the relevant company’s
circumstances, et
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| Governance

Dialogue with Shareholders and Investors

For continued growth and enhancement of corporate vabue aver the
necim and bong terms, the Company shall promote invesior réla-
thons thiough the timely and appropriate disclosure of information to
shareholders and investors and through constructive dialogue.

The afficer who oversees finance shall have overall responsibility
for dialogue with shareholders and investors, and the officer in
charge of firance and the finandial planning department [investar
relations department) shall be in charge. In order ta enhance
dialogue, they shall cooperate with the depariments in change,
including the Corporate Planning & Development Division and the
Corporte Services Divislan, and create a framework for the
proper provision of information,

In addition to general meetings of sharehalders, the Corapany
hotds meetings with sharehobders and investors to explain its
quarterly business resulls, management, and other business activi-
ties, Mazda is working o incfease opportunities for dialogue in
such ways as holding business briefings for institutional investors,
individual investors, and domestic and overseas securities analysts.

Mazda's website provides Infocmation including the schedule for
geneeal meetings of shareholders and financial resulls annawnce-
munts, performance and financial data, notice of the general
meeting of shareholders (business repart ), summary of financial
results, briefing materials for the financial results, asset securities
teports {in Japanese onky), annual repons, and the Corposate
Governance Report, as the Company shall endeaver to disclose
information impartially and with a high degree of transparency,

Opinions from shareholders and investon will be relayed to the
Board of Directors or ihe management team as necessary by the
officer in charge of finances. In dialogues with sharcholders and
inwesters, insider information (undisclosed material facts) shall be
handbed appropriately in accordance with laws and regulations
and internal regulations.

initiatives to Invigorate General Meetings of Shareholders and
Ensure the Smooth Exercise of Voting Rights

Date b geaeeal Avtings of tharehioddors
Gerveral meelings of shareholders are held on dates that svold concentra-
tions of ather campanies’ gerersl meetings.

Exescas of wating dghts
Tes Inpirove convenience, voling by electromagnetic melhods was into-
duced a fhve general meeting of sharsholders beld n une 2004,

Frvironenend bin everciae of vobing tghis o It tiomnal frasesimts
Magda hag pastcipated in the electonic vating platform aperated by 1C),
Inc. for the exeicise of voling fghts by inatitational invesiors ssnce the
gengral meeting of thareholders hold in june 2008,

IngSish comsaealifan nulioe
An English version af the convacation noties i prepared a5 o ieference for
the exeecise of waing righis,

= —

Lo
Thie convacation eelice s maibed edely and disclosed on Mazda's
corporate webiie prios to malfing.

Al the general meeting of shareholders held in june 2018, we intro-
duted a service ihad emables shareholdin to view convocation netices
ang related infosmation, ete., and 1o accest a wabsile (o exercise thir
weling, righis an smariphanes,

@ Erghuh i /) wevwamaiagnm fen, alon /o kakoy Mesng
Jopancer ldtps o awewoiadile s, o fesvesiie, o hindo) mesting,
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CORPORATE DATA (s of March 31, 2021)

M Mazda Moter Comaration
Founded: January 1920
Head Office: 31 Shinehi, Fuchu-cho, Aki-gun, Hiroshima

TI0-8A70, lapan
Phane; +81(82) 282-1N

Main business limes:  Manufaciure and sales of passenger cars and

commercial vehicles
Capital: ¥284,0 billkoen
Number of employees: 49,786 (consalidaed)
Research and

development sites:  Head Office, Mazda R&D Center (Yokohama),
Mazda North American Operstions {LSA),
Mazda Motor Europe [Gemmany),
MCO China Enganeering Suppor Center {China)
Prosduction sdes: lapan; Hirgahima Plani {Head Office, Linal,
Hodu Plant (Mishinouwra, Nakanosek),
Miiyeshd Plant
Cweiseas: China, Thalland, Mesico, Vietram,”
Malaysia,” Russia”
Sales companies: lapan; 212
Oeneas: 136
Four-wheeled vebicles, gasoline reciprocating
engines, diesel engines, and automaltic and
manual iransmissions for vehicles

Principal products:

" Aszemibly ondy [Valume & rol daclosed)

Intraduction to Other Tools

Marda Sustainability Report
aps: s e g om,en ) oF feepon dowrilced /

Maxda i Brief
Feitpac/ fremsvmasdacomm e fatso  prolle Taany

Please Visit Qur Official Websbte

Investor Relations

ncludes the peesident s mediage, financial
resuitts, and presemtalion doosments
b wy Pl ddam e Saveeion

C5R

Includes grvironmental probection, Locial
contribations, and approache 1o wlely
g vewens muzela cowm el o

About Mazda
Includees Mazda Corporate Yason,
e Campany prafile

st =SB e e marda com fen ot

STOCK INFORMATION ias of march 31, 2021)

Autharized: 1, 20060, 0000, 000 Shiavres

Pssued; 631,803,979 shares

Mumber of sharehalders: 146,297

Listing: Tekye Stock Exchange, First Section
Code: 7261

Fiscal year-gnd; March 31

Tramsfer agent: Sumitomo Mitsui Teust Bank, Limited

4-1, Marunouchi 1-chome, Chivoda-kua,
Tokyo 100-8233, lagan

Broakdown of Sharcholders

Onber japaneie == [apanese Secudities

corpomians Companses

11.2% Lé%

77184 inoanand shanes 9,975 thoussnd thares

Japanese indhidual — : :

a0 Gilers” ~— Foneign invliutons

and chers

V7.7 A0.4%

111,838 thousaad shases 2550851 ol
n s andd 1

fapanese fimangcsal
insticudfons

28.71%
177,722 thousand tharey

T Ireaiury Mock A inclused in Japasest ndnidust and olbet

Majar Shareholders

Mo, ol
Shair Chwned Reaiss

dharcholder S _ (thoussncishames)  [4F

Thee Maiber Trust Bank of [apan, Ltd,

[Trust Account | 47410 7.9

Teyota Motar Corparation 31,928 51

Custoady Bank of fapan, Lid, {Trust Account) 28,043 4.5

MORTHERM TRUST CO, (AVIC] RE

SHEHESTER INTERMATRONAL INVESTORS 15488 1.5

INTERNATIOMNAL YALUE EQUITY TRUST

THE BANK OF NEW YORK MELLOM 140051 12,181 1.9

Sumitomo Mitsii Basnking Carporation 10,19 1.6

NORTHERM TRUST OO, (AVIC) RE

LS, TAX EXEMPTED PERSEON FLUNDS 013 1%

Cuslady Bank of lagan, Lid. (Trust Account 5} 9623 i5

SSETC CLIENT OMSIBLS ACODUNT 9,253 1.5

STATE STREET BAMK WEST CLIENT 5876 1.4

- TREATY 505234

For Inguiries

Far inquiries concerning ihis anaual repost, please camact:

IR Growp, Finaneial Mlanning Degrarment, Financial Services Diviion
Magds Motor Corporaiion

X1 Shinchl, Futhu-cho, Akl-gun, Hiroshima 730-8670, kgan

Phone: «81(82) 252-10
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MANAGEMENT POLICY, BUSINESS ENVIRONMENT, ISSUES TO BE ADDRESSED, ETC,

I. Basic Policy of Company Management
Mazda Motor Corporation (hereinafter *Mazda™ or “the Company™) has established the following
corporate vision in an effort to earn the trust of customers and other stakeholders and to be a brand that

they will continue to choose, and also to pursue business activities in a unified manner:

We love cars and want people to enjoy fulfilling lives through cars.
We envision cars existing sustainably with the earth and society,

and we will continue to tackle challenges with creative ideas.

1. Brighten people’s lives through car ownership.
2. Offer cars that are sustainable with the earth and society to more people.

3. Embrace challenges and seek to master the Doh (*Way™ or “Path”) of creativity.

2. Business Environment and Issues to be Addressed
(1) Medium-term Management Plan (Fiscal year ending March 2020 through Fiscal year
ending March 2026)
To guide Mazda through this key period of transformation and achieve sustainable growth, the Company

has formulated a Medium-term Management Plan in accordance with “Mazda’s uniqueness of co-creating

with others,” our core policy. and is steadily implementing initiatives under this plan.

Medium-term Management Plan Key Initiatives
W Invest in brand value improvement
- Invest in unique products, technologies, production, and customer experience -
- Continued investment with further efficiency and leveling
- Staggered launch of new products/derivatives at planned intervals
- Continued product upgrades
B Curb expenses that depreciate brand value
B Accelerate fixed cost/cost reductions to lower break-even volume
B Invest in areas where we need to catch up and start investing in new areas

B Enhance alliances (CASE"', new partnerships)

Page ID

Having earmarked the period up until the end of the fiscal year ended March 2022 as a foundation-building

period, the Company has completed preparations as planned for stronger growth from the fiscal year

ending March 2023. With our sights set on 2030 to realize the Company’s long-term vision for technology

development, “Sustainable Zoom-Zoom 2030", we are now examining the transformation of our business

structure, bearing in mind changes in the business environment due to the worldwide tightening and

acceleration of environmental regulations and competition in new value creation in an era characterized by

CASE. We will strive to achieve significant growth by leveraging the assets we have built to date and

accelerate efforts to achieve a resilient management structure capable of withstanding major changes over

time.
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Medium-term Management Plan Financial Metrics
Key financial metrics for the fiscal year ending March 2026, the final year of the Medium-term
Management Plan are as follows.
Net sales - About 4.5 trillion yen
Profit « Operating return on sales (ROS) 5% or higher
- Return on equity (ROE) 10% or higher
Investment for future - Capex and R&D: 7-8% of net sales or less
- Actions for electrification, IT and carbon neutrality

Financial structure -Maintenance of a net cash position
Shareholder return + Sustainable payout ratio of 30% or higher
Sales volume - About 1.8 million units

Break-even volume + About | million units (wholesales)

*1 CASE: an acronym that combines the initial letters of the following arcas. namely Connected technology,
Autonomous driving technology. Shared services. and Electrification technology

(2) Initiatives to Raise Brand Value through Introduction of New Products
In the SUV segment, which has been experiencing growth on a global basis, Mazda will further enhance
its crossover SUV lineup and in 2022 will commence the launch of five new models: the Mazda CX-50,
Mazda CX-60, Mazda CX-70, Mazda CX-80 and Mazda CX-90. In the fiscal year ending March 2023,
Mazda plans to launch the CX-60 mainly in Japan and Europe in the summer to autumn period, and
commence production of the CX-90 for the North American market. Through ongoing improvement in
quality of sales, we will raise brand value and ensure our achievement of solid growth.

Making full use of bundled planning,” flexible production** and other technological assets. we will
expand this produet lineup efficiently with low investment and provide customers with diverse choices that

will offer both driving pleasure and the latest environmental performance.

<Crossover SUVs 1o be introduced from 2022 onwards>

Product group Models Main markets for introduction
Mazda CX-60 (two rows of seats) Europe, Japan, etc.
Mazda CX-70 (wide body, two rows of seats) | North America, etc.
Large Product group
Mazda CX-80 (three rows of seats) Europe, Japan, etc.
Mazda CX-90 (wide body, three rows of seats) | North America, etc.
Small Product group | Mazda CX-50 USA

*2 A method for developing a common chassis and parts across vehicle models. vehicle classes and segments to
be introduced in the future

*3 A production system capable of producing multiple models and parts on the same line as well as flexibly
accommodating the introduction of new models quickly with low investment
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(3) Promotion of Multi-solutions in Electrification and Initiatives for Achieving Carbon
Neutrality

To fulfill our social responsibility in curbing global warming, we have been directing our efforts to

promoting electrification and carbon neutrality,

Under our Building Block Strategy.”™ we will further improve internal combustion engines and build on
our electrification technologies to introduce a range of models with diverse electrification technologies.
Applying our “SKYACTIV Multi-Solution Scalable Architecture,” a platform compatible with transverse
power units in our Small Products and longitudinal power units in our Large Products, we plan to roll out
multiple electrification solutions including EV's, plug-in hybrids, and hybrids capable of meeting various
customer needs, environmental regulations, and electric power generating infrastructure. From 2025
onwards, we will also newly introduce “SKYACTIV EV-dedicated sealable architecture,” Mazda’s
proprietary EV-dedicated plarform that can be adapted 1o EV models of various vehicle classes and body
types.

To achieve carbon neutrality by 2050, Mazda has been striving to promote wider use of renewable
liquid fucl, make production plants and offices carbon neutral. and reduce COs in the entire life cycle of
cars and throughout the entire supply chain.*¥ In November 2021, Mazda participated in launching the
Carbon Neutral Electricity Promotion Subcommittee in the Chugoku Region and has been serving as the
secretarial in promoting initiatives to increase the supply and demand of electricity derived from
renewable energy in the region.

*4 Mazda's technology strategy for achieving multiple solutions by first improving base technologies in arcas
such as the engine, transmission. body and chassis { Skyvactiv technologies), which determing a vehicle’s
bisic perfonmance, and then combining these with electric devices such as Mazda's idling stop system,
regencralive braking system, and hybrid system.

*S A series of processes through which products sre delivered 1o customers” hands, including procurement,
manufacturing. inventory management, shipping, sales, and consumption

{4) Recruitment and Education of Personnel with Skills in Areas of Electrification and
Connectivity
In the Medium-term Management Plan. we identified investment in people as one of the areas we must
focus on intensively. In today’s business landscape where the environment surrounding the automobile
industry is dramatically changing, we must assign talented personnel to and develop high-level skills in
new areas including electrification and vehicle software development. Ta acquire skills and technologies
in these new areas, we have been strengthening our investment in human resources by stepping up HR
initiatives such as mid-career hires and personnel development through education in technologies and
skills in new argas including digital education through external organizations. In cooperation with
Hiroshima University. Mazda has also developed an education program on model-based development™
and has been promoting personnel development in the region.

*6 An efficient development method tha minimizes the number of prototypes and verification of actual units
by using desk-top simulation as the main method of verification in developmient
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(5) Strengthening of Investment in IT for Digital Transformation (DX)

We will utilize digital technologies to further advance Monotsukuri Innovation. In production processes,
we have been able to significantly reduce man-hours, expense and preparation time by building a virtual
production line on computers, connecting the computers with actual equipment and robot control devices,
and introducing technology to check all operations online even when there are no physical vehicles. In the
area of Research and Development {(R&D), we have been expeditiously expanding the scope of application
of Model Based Development to realize Model Based Development at all vehicle levels. The use of Al and
digital technologies has also greatly improved the efficiency of R&D investment. In tandem with the
tenacious efforts and challenging spirit of our development and production engineers, we will shore up
investment in digital technologies to continue our pursuit of highly efficient monotsukuri with a moderate
outhay.

There is increasing uncertainty in the business environment due to shortages in the supply of
semiconductors, logistics problems, and the situation in Ukraine. By rigorously pressing forward with
innovations in cross-functional operations in arcas such as continuous supply chain improvements and cost
structure reforms, we will respond promptly and appropriately to changes in the environment,
Furthermare, we will continue to strengthen our efforts to lower the break-even volume and we will keep
our finger on the business pulse to increase profitability by further improving operational efficiency and
thoroughly reviewing investments and fixed costs other than future growth investment,

Wote: The future plans in this text are based on certain assumptions made by the Mazda Group at the time of

issuance of this report. As such. statements in the text may differ from actual resulis and no warvanty is

given about their achievement,
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BUSINESS RISKS

Significant risks that could affect the Mazda Group's buginess results and financial position include those
listed below. This list, however, shows the main risks anticipated at the end of the fiscal year ended March
2022 and does not represent a comprehensive list of all the risks faced by the Group. The forward-looking
statements in this section are based on the judgments of the Group as of the end of the fiscal year ended
March 2022,

Risks Associated with the External Environment

1. Economic Conditions Impacting the Group

Selling its products in Japan and other parts of the world, including in North America, Europe, and Asia, the
Group is greatly impacted by economic trends and fluctuations in demand in each of its markets. Therefore,
the Group's business results and financial positdon could be adversely affected by, for example. an economic
downtum, recession, changes in demand structure, declining demand, and intensifying price competition in its
main markets.

21, Fluctuations in Exchange Rates

The Group is engaged in business activities on a global scale, The Group not only exports products from
Japan 1o other parts of the world but also exports products manufactured at overseas plants 1o other markets in
the world. These transactions are conducted in various currencies, and consequently its business results and
financial position are exposed to the effects of fluctuations in exchange rates. In addition, as overseas assets
and liabilities denominated in local currencies are translated into ven, there could be an adverse effect an
shareholders’ equity through foreign currency franslation adjusiments due to exchange rate Muctuations. The
Group uses forward exchange contracts and other instruments o minimize the impact of shor-term exchange
rate risk. However, depending on the circumstances of flucteations in exchange rates, loss of opporunity
could be generated.

3. Statutory Regulations Covering the Environment

In addition to being subject to environmental regulations pertaining to fuel consumption and exhaust
emissions, awiomobile safety, and the pollutant emission levels from manufacturing plants, the Group's
operations in each country where it does business are subject to various statutory regulations, such as labor
regulations, In particular, the demand for carbon neutrality is accelerating around the world. In order to fulfill
its responsibility to society as a company, the Group is working 1o reduce CO: emissions from a well-to-wheel
{from fuel extraction to driving) perspective, as well as from a life cycle assessment (LU A) perspective, which
covers from automobile production, to logistics, disposal. and recycling, We are working to help resolve
issues with multi-electrification salutions based on the electric power generating infrastructure and usage
environment of each country, as well as the diversity of customers and their needs. However, going forward,
the Group's business results and financial position could be adversely affected by the increased costs
associated with even more stringent statutory and political regulations.
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4. Procurement of Materials and Components

The Group relies on numerous suppliers for the procurement of materials and components. For that reason, the
Group may face difficulties in procuring the necessary leve! of materials and components for volume
production. due to supply constraints or reduced logistics functions in the event of these suppliers being
affected by a disaster, due 1o tight supply balances, or due to changes to and breaches of supply contracts.
Should the Group be unable to absorb the effects of any increases in the prices of the materials being procured
by the Group, logistics expenses, and other costs—for example, by making intemal efforts 1o boost
productivity or passing on price rises to customers—or should procured materials and components be of
insufficient quality, the possibility exists of a deterioration in output ar higher costs, which could adversely
affect the Group's business results and financial position.

5. International Business Activities
In addition to Japan, the Group sells its products and eamies out business activities in markets in all parts of
the world, including the United States and Europe, as well as developing and emerging markets overseas. In
these international markets, the Group is subject to the following potential risks, which could affect the
Group's business results and financial position if manifested:

= Adverse political and economic developments

= Impediments arising from changes in laws and regulations

= Impart/export regulations, such as tariffs, detrimental taxes, and other regulations

» Difficulties in attracting and securing personnel

* Undeveloped infrastructure

= Strikes and other labor disputes

* Terrorist incidents, war, disease, and other factors leading to social disorder or restrictions

Furthiermore, the Group's business results and financial position could be adversely affected by changes in

circumstances including the global spread of the novel coronavirus in the future.

6. Natural Disasters and Aceidents

In addition to measures o protect its manufacturing sites and other important facilities against fire and
earthquakes. the Group has concluded natural disaster insurance contracts and taken other steps to minimize
the financial risk of such events. However, the ability of the Group to supply products may be severely
disrupted in the event of a major natural disaster, such as an earthquake, typhoon, torrential rains, flood, fire,
or other accident. which could adversely affect the Group's business results and financial position,

7. Changes in Financing Procurement Environment and Interest Rate Fluctuations

In addition to loans from banks, the Group has been raising funds by issuing its shares and bonds. However. in
the event of turmoil in financial markets, 1ax reforms or institutional changes being made to govemment-
affiliated financial organizations, or the downgrading of the Group's credit rating, the Group's business results
and financial position could be adversely affected due to such factors as the increased funding costs and the
difficulties associated with raising money for the amount of funds required. Moreover, factoring in the effect
of interest rate changes on the Group’s interest-bearing debt, were the costs of financing to increase due to a
rise in interest rates, the Group's business results and financial position could also be adversely affected. In
the event that any detericration in the Group’s financial standing were to infringe upon the financial covenams
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of some of the loans and lead to the forfeiture of the benefit of time, the Group’s business results and financial

position could be adversely affected.

Risks Associated with Business Activities

8. Alliances and Joint Ventures

The Group is performing or examining joint activities with other companies under technology alliances, joint
ventures, and in other forms with respect to the development, production. and sales of products. These joint
activities are designed to optimize resources, facilitate their prioritization, and generate synergies. However,
in the event of a disagreement over management, financial, or other matters between the parties involved, or
in the event that the expected results were not produced due to such factors as changes to or terminations of
alliances and joint ventures, the Group’s business results and financial position could be adversely affected, In
addition, unintended changes to or terminations of alliances and joint ventures could have an adverse effect on

the Group’s business results and financial position.

9. Market Competitiveness

Automobile markets, in which the Group sells its products, are undergoing rapid changes in their industrial
structures due to the expansion of new added-value businesses represented by connected technology.
autonomous driving technology, shared services, and electrification technology. as well as a succession of
new entrants from other industries, resulting in an increasingly competitive and diverse environment.
Maintaining and enhancing the Group’s ability to compete in these markets, which includes maintaining and
developing the Mazda brand value, is crucial to ensuring growth. The Group is implementing a range of
initiatives to boost its competitiveness in all areas, including product planning and development,
manufacturing, and sales, in order to respond to these rapid changes. However, the Group's business results
and financial position could be adversely affected, including declines in market share or product prices, in the
event that the scope and speed of changes to the competitive environment exceed expectations or the Group
fails to launch appealing products at opportune times as a result of issues related to technological capabilities
and manufacturing. The same holds true if the Group fails to take effective steps to respond to changes in
customer values and needs, which continue to rapidly diversify, through its dealership network or sales

methods.

10. Protection of Intellectual Property

In order to maintain competitiveness, the Group is working to accumulate and protect technologies and
expertise that help it to develop unique products. At the same time, the Group is taking steps to prevent the
infringement of third-party intellectual property rights. Nonetheless, should differences in recognition or
opinion lead to a disputed infringement of third-party intellectual property rights that results in the Group
being forced to halt the production and sales of products. or needing to pay damages. this could also adversely
affect the Group’s business results and financial position. The Group’s intellectual property is not subject to
complete protection in certain regions. In the event that third parties use the Group’s intellectual property
rights on an unauthorized basis to produce similar products, the Group may have to pay substantial expenses
for litigation, or experience a decline in sales due to an inability to offer unique products. This could adversely

affect the Group’s business results and financial position.
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11. Produet Quality

While striving to improve the quality of its products to meet the requirements of the market, the Group also
does its utmost to ensure the safety of its products. However, should a defect develop in a product due to
unforeseen circumstances or a large-scale recall occur, this could adversely affect the Group's business results
and financial position due to such factors as the incurring of significant costs, the Group’s diminished brand

image, and loss of market trust.

12. Dependence on Information Technology

In the course of various business activities such as development, production, and sales of products, the Group
utilizes information technology. networks, and systems. The Group’s products are also equipped with these
technologies, including a driving support system, etc. Despite countermeasures implemented in information
technology. networks, and systems to allow safe operations, such factors as failures in infrastructure,
cyberattacks, and infection by computer viruses may result in suspension of business activities. loss of data.
leakage of confidential information, and deterioration in product functions. Should these events occur, the
Group’s business results and financial position could be adversely affected due to the incurring of costs

associated with countermeasures, loss of product credibility, and damage to the brand image. etc.

13. Compliance and Reputation

Commencing with information security efforts to protect personal information and confidential information,
the Group has taken preventive measures regarding compliance, such as compliance with the law. In addition,
in the event of a compliance-related incident being detected, the Group has a rapid response system in place to
prevent any impact on the Group’s social credibility and reputation, However, the Group cannot guarantee
that there is no possibility of a legal violation occurring in the future. Should there be evidence of an illegal
act or should the rapidity and content of the response prove insufficient. the Group’s social credibility and
reputation could be harmed, and the Group’s business results and financial position could be adversely

affected.

14. Forecasts

In November 2020, the Group announced its Medium-term Management Plan Revision (from the fiscal year
ending March 2020 to the fiscal year ending March 2026). If the execution of the various measures does not
realize the expected benefits, owing to such factors as substantial changes in the operating environment and
slower progress with the plan than projected, the Group's business results and financial position could be

adversely affected.
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BUSINESS RESULTS, FINANCIAL POSITION, AND CASH FLOWS

1. Business Results, etc.

With regard to the business environment surrounding the Mazda Group in the fiscal year ended March 31,
2022, the global economy as a whole showed signs of recovery against a background of additional economic
stimulus measures in the U.S. and Europe, and improvement in corporate performance in the wake of an
increase in demand despite lockdowns. restrictions on movement, and other measures taken by various
countries following new waves of the novel coronavirus outbreaks. Since the fourth quarter, however, the
outlook for the business environment remains unclear amid growing concerns about inflation due to a
dramatic increase in demand, the spread of the novel coronavirus in China, and the emergence of geopolitical
risks such as the situation in Ukraine.

Under these conditions, despite a reduction in production due to new waves of the novel coronavirus
outbreaks and a semiconductor supply shortage as well as a deterioration in the external environment
including surges in material prices, the Group steadily implemented sales quality improvements such as
streamlining sales costs and improving unit prices as well as cost cutting and improving fixed cost efficiency.
As a result, we achieved the lower break-even volume target we committed to in our Medium-term
Management Plan ahead of schedule and steadily improved our profit base.

Furthermore, taking into account the rigorous competition the Group will face in new value creation in an
era of CASE, the Group shifted the focus of investment quality to electrification, IT and realizing carbon
neutrality by 2050 and pressed forward in all areas to complete preparations for stronger growth in the future.

In October 2021, Mazda announced the introduction of five new models, namely the Mazda CX-50, Mazda
CX-60, Mazda CX-70, Mazda CX-80 and Mazda CX-90, globally, as part of its plan to enhance its crossover
SUV lineup from 2022 onward. We began production of the CX-50 at our new U.S. plant in January 2022,
and production of the CX-60 also commenced in March 2022, Making full use of bundled planning, flexible
production and other technological assets, we will expand this product lineup efficiently with low investment
and work toward stable growth of our business over the medium and long term. We will continue to provide
customers with diverse choices that will offer both the latest environmental performance and driving pleasure,
which is the fundamental appeal of automobiles, and realize a beautiful planet, enrich the lives of people and
society, and inspire the hearts of people, and thereby aim to become a brand that creates special bonds with

customers.

Global Sales
Global sales volume for the fiscal year ended March 31, 2022 was 1,251,000 units, down 2.8% year on
vear as sales declined in Japan, China, ASEAN and other countries due to new waves of the novel
coronavirus outbreaks and a semiconductor supply shortage. On the other hand. in the U.S, and
Australia, where sales have been robust, year-on-year increases in sales volume were achieved in both
markets as Mazda sales outpaced average demand recovery in the industry.
Sales volumes in individual markets were as follows.
<Japan>
While sales of the Mazda CX-5 were strong following the introduction of updated models, total sales

declined due to supply shortages, resulting in sales of 149,000 units, down 15.8% year on year.
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<North America>

In the U.S., sales rose 12.6% year on year to 332,000 units, led by crossover SUVs such as the Mazda
CX-30, CX-5, and Mazda CX-9. Although sales in both Canada and Mexico declined, sales in North
America as a whole rose 8.9% year on year to 439,000 units.

<Europe>

As the CX-30 enjoyed strong sales and sales recovered in the U.K., one of the key markets, sales in
Europe rose 6.3% year on year to 190,000 units. The Mazda2 Hybrid was launched onto the European
market in March 2022.

<China>

While sales of the Mazda3 were strong, sales of key models such as the Mazda CX-4 and CX-5
declined, resulting in sales of 170,000 units, down 25.5% year on year,

<Other Markets>

In Australia, another key market, sales rose | 1.7% year on year to 103,000 units, as Mazda sales
outpaced the recovery in overall demand with crossover SUV models such as the CX-30 and CX-5
leading the strong sales. Meanwhile, although sales in ASEAN markets such as Thailand declined,

sales in other markets as a whole rose 0.7% year on year to 303.000 units.

Business Results

Financial performance on a consolidated basis for the fiscal year ended March 31, 2022 was as follows.
<Net Sales>
Net sales for the fiscal year ended March 31, 2022 totaled ¥3,120.3 billion. an increase of ¥238.2
billion, or 8.3% year on year, reflecting efficient inventory management and the improvement of unit
prices.

By region, domestic sales amounted to ¥569.6 billion, a decrease of ¥24.9 billion. or 4.2% year on
year, due to a drop in sales resulting from supply shortages. Overseas sales amounted to ¥2,550.7
billion, an increase of ¥263.2 billion, or 11.5% year on year, mainly due to an increase in wholesales
volume in the North American market.

By product, vehicle sales increased by ¥240.9 billion. or 10,3% year on year. to ¥2,581.1 billion as
efforts to strengthen sales capabilities and enhance brand power in the U.S. market, which is driving
our growth, proved effective, and sales of knock-down parts for overseas production declined by ¥27.0
billion, or 39.6% year on year, to ¥41.1 billion. Sales of parts increased by ¥33.5 billion, or 14.6% year
on year, to ¥262.5 billion. Other sales fell ¥9.2 billion, or 3.7% year on year, to ¥235.6 billion.

<Operating Income>

In addition to an increase in net sales. a steady accumulation of improvements, including improvement
in sales quality and improved efficiency of fixed cost, resulted in operating income of ¥104.2 billion, an
increase of ¥95.4 billion year on year, and consolidated operating income ratio of 3.3%, an increase of
3.0 percentage points year on year. Furthermore. we achieved our goal of one million units for break-

even sales volume, as set out in our Medium-term Management Plan, ahead of schedule.

10
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The main causes of changes in operating income were as follows,

Full year
(Billion yen)
Volume and mix +0%.4
Foreign exchange +45.7
Cost improvement (59.4)
Fixed costs and others +223
Transfer to extraordinary loss +8.9
Transfer to extraordinary loss in the previous fiscal year (20.5)
Total +05 4

<MNei Income Attributable to Owners of the Parent>

Met income attributable 1o owners of the parent was ¥81.6 billion, compared with net loss attributable
to owners of the parent of ¥3 1.7 billion in the previous fiscal year, due to factors such as the recording
of equity in net loss of affiliated companies of ¥4.1 billion, losses of ¥8.9 billion resulting from
suspension of pperations, ete. due to the novel coronavirus, and tax expenses of ¥30,1 billion, despite
the recording of foreign exchange gains of ¥30.3 billion.

<=Capital Expenditures and R&D Costs>
Capital expenditures (including intangible assets) for the fiscal yvear ended March 31, 2022 totaled
¥144.3 billion as a result of efficient investments for future growth such as those in new-generation
products, environmental and safety technologies, and the reinforcement of the global production
system. By segment, capital expenditures totaled ¥92.% billion in Japan and were mainly focused on
new-generation products, environmental and safety technologies, and increased production capacity at
the Hiroshima and Hofu Plants. In North America, ¥46.3 billion was invested in projects such as the
construction of a new plant in the United States. Capital expenditures in Europe totaled ¥1.4 billion,
and totaled ¥3.9 billion in other regions. Additionally, Mazda is not implementing the disposal or sale
of any major facilities in any segment.

R&D costs totaled ¥134.6 billion, for the research and development of new-generation products and
environmental and safety technologies.

2. Fimancial Position

Total assets as of March 31, 2022 came to ¥2,968.1 billion, up ¥50.7 billion from the end of previous fiscal
year. This was mainly due to increases in property, plant and equipment. such as investment in the plant in the
United States. Total liabilities fell ¥70.1 billion from the end of previous fiscal year to ¥1.651.5 billion, due
mainly to early repayment of long-term loans.

Met assets amounted 1o ¥1,316.7 billion, an increase of ¥120.9 billion from the end of previous fiscal vear,
due mainly 10 net income attributable to owners of the parent of ¥8 1.6 billion. The equity ratio increased 3.3
percentage points from the previous fiscal year (0 43.8% (the percentage after consideration of the equity
credit anributes of the subordinated loan was 43.0%).
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3. Cash Flows
As of March 31, 2022, cash and cash equivalents increased ¥ 1.6 billion from the end of previous fiscal year o
¥740.4 billion. Interest-bearing debt fell ¥75.1 billion from the end of previous fiscal year to ¥680.8 billion,
Az a result, after subtracting cash and cash equivalents from interest-bearing debt, net cash position was nel
interest-bearing debt of ¥59.6 billion,
Cash flows in the fiscal vear ended March 31, 2022 were as follows,
Cash flow from operating activities
Met cash provided by operating activities was ¥189.2 billion. compared with ¥120.1 billion provided in the
previous fiscal vear, mainly reflecting income before income taxes of ¥112.4 billion and a decrease in
inventories.
Cash flow from investing activities
Net cash used in investing activities was ¥136.2 billion, compared with ¥78.9 billion used in the previous
fiscal year, mainly reflecting capital expenditure for the purchase of property, plant and equipment of
¥121.9 billion.
As a result of this, consolidated free cash flow (net of cash flow from operating activitics and investing
activities) was a positive ¥52.9 billion. compared with the previous fiscal year’s positive free cash flow of
¥41.2 billion.
Cash flow from financing activities
Met cash used in financing activities was ¥86.4 billion, compared with net cash provided by financing
activities of ¥99.3 billion in the previous fiscal year. mainly reflecting the repayment of long-term loans.

4. Source of Funds and Liquidity

In order for the Group to reliably sceure the funds needed for business activities, the Group is siriving 1o
create cash flows, Furthermore, the Group is procuring the necessary funds through bank borrowing and the
issuance of bonds for the purpose of allocating the capital expenditures necessary for manufacturing and
selling automobiles and pans,

The liquidity risks of the Group are managed mainly through the preparation and updare of the cash
schedule on a timely basis, and the Group maintains a certain level of liquidity at hand in order 1o respond 1o
sudden changes in the external environment, The Company also has sysiems and procedures in place that
allow us to respond flexibly to liguidity risks through managing the funds of the Group and intercompany
foans within the Group. In addition, the Company ensures sufficient liquidity by entering into commitment
line agreements with domestic financial institutions,

At the end of the fiseal year ended March 31. 2022, liquidity, comprising cash and cash equivalents of
¥740.4 billion, in addition to unused commitment credit lines of ¥200.0 billion. amounted to ¥940.4 billion,
which is equivalent to 3.6 months of monthly sales.

5. Basic Dividend Poliey, Dividends for the Fiscal Year ended Mavch 31, 2022

Mazda strives to pay a stable dividend with steady increases under a basic policy of determining the dividend
amount by comprehensively taking into account the Company ‘s financial results for the fiscal yvear, the
business environment, and the Company's financial position.

For the fiscal year ended March 31, 2022, we paid a full-yvear dividend of ¥20 per share.

i2
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CONSOLIDATED BALANCE SHEETS

Mazda Motor Corporation and Consolidated Subsidiaries
As of March 31, 2021 and 2022

Thousands of

U.S. dollars
Millions of ven (Note 1)
ASSETS 2021 2022 2022
Current assets:
Cash and cash equivalents (Note 3) ¥ 738,793 ¥ 740,385 § 6,068,730
Trade notes and accounts receivable (Notes 5 and 15) 167,533 146,136 1,197,836
Inventories (Notes § and 10) 433,049 399,923 3,278,057
Other current assets 152,023 173,182 1,419,525
Allowance for doubtful receivables (1.803) (1,813) (14,861)
Total current assets 1,489,595 1,457,813 11,949,287
Property, plant and equipment:
Land (Note 9) 417,027 418,454 3,429,951
Buildings and structures 549 059 568,740 4,661,803
Machinery, equipment and vehicles 893,991 974,510 7,987,787
Tools, furniture and fixtures 281.970 337,082 2,762,967
Leased assets 31,100 33,622 275,590
Construction in progress 113,733 82,949 679,910
2,286,880 2,415,357 19,798,008
Accumulated depreciation (1.211.712) (1,268,641) (10,398,697)
Net property, plant and equipment (Notes 10 and 19) 1.075.168 1,146,716 9,399,311
Intangible assets (Note 19) 42914 48,358 396,377
Investments and other assets:
Investment securities (Note 5);
Affiliated companies 123,173 122,050 1,000,410
Other 80,259 100,142 820,836
Asset for retirement benefits (Note 21) 5,660 7,912 64,852
Deferred tax assets (Note 22) 61,120 37,256 305,377
Other investments and other assets 38,870 52,964 434,132
Allowance for doubtful receivables (343) (5,063) (41,500)
Total investments and other assets 309,737 315,261 2,584,107
Total assets ¥ 2917414 ¥ 2,968,148 5 24,329,082
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Thousands of
. U.S. dollars
Millions of ven (Note 1)
LIABILITIES AND NET ASSETS 2021 2022 2022
Current liabilities:
Short-term debt (Notes 5 and 10) ¥ 1,608 ¥ 1,526 S 12,508
Long-term debt due within one year (Noles 5 and 10) 15,805 66,831 547,795
Trade notes and accounts payable 363,679 345,443 2,831,500
Income taxes payable 5,336 6,621 54,270
Accrued expenses 286,061 287,268 2,354,656
Reserve for warranty expenses 80,504 66,261 543,123
Provision for loss on compensation for damage - 11.500 94,262
Other current habilities (Notes 5 and 22) 54,657 113,483 930,190
Total current liabilities 807.650 898,933 7,368,304
Non-current liabilities:
Long-term debrt due after one vear (Notes 3 and 10) 738,515 609,098 4,992,607
Deferred tax liability related to land revaluation (Note 9) 64,537 64,537 528,992
Liability for retirement benefits (Note 21) 50,039 33,433 274,041
Other non-current liabilities (Notes 5 and 22 60,843 45,450 372,540
Total non-current liabilities 913,934 752,518 6,168,180
Total liabilities 1,721,584 1,651,451 13,536,484

Contingent liabilities (Note 11)

Net assets:
Capital and retained earnings (Notes 13)
Common stock 283,957 283,957 2,327,516
Authorized: 1,200,000,000 shares
Issued: 631,803,979 shares in 2022 and 2021

Capital surplus 263,028 263,003 2,155,762
Retained earnings 508,784 581,458 4,766,050
Treasury stock (2,187) (2,100) (17,213)
(1,938,951 shares in 2022 and 2,018,122 shares in 2021)
Total capital and retained earnings 1,053,582 1,126,318 9,232,115
Accumulated other comprehensive income/(loss).
Net unrealized gain/(loss) on available-for-sale securities 16,002 29,707 243,500
Deferred gains/(losses) on hedges (312) (1,314) (10,770)
Land revaluation (Note 9) 145,536 145,536 1,192,917
Foreign currency translation adjustment (30.897) (6,162) (50,508)
Accumulated adjustments for retirement benefits (2,181) 7,055 57,828
Total accumulated other comprehensive mcome 128,148 174,822 1,432,967
Stock acquisition rights (Note 14) 382 440 3,607
Non-controlling interests 13,718 15,117 123,909
Total net assets 1,195,830 1,316,697 10,792,598
Total liabilities and net assets ¥ 2917414 ¥ 2,968,148 § 24,329,082
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CONSOLIDATED STATEMENTS
OF OPERATIONS AND COMPREHENSIVE INCOME

Mazda Maotwr Corporation and Consolidated Subsidiarses
Years ended March 31, 2021 and 2022

Consolidated Statements of Operations Thousands of
U8, dollars
Millions of yen (Noe 1)
2 2022 022
Net sales (Mote 15) ¥ 2382 066 ¥ 3,120,349 £ 15,576,631
Cost and expenses:
Cost of sales 1268422 2431645 19,939,713
Selling, general and adminisirative expenses (Mote 16) 64 824 S83477 4,782,598
2,873,246 3,016,122 24,722,311
Dperating income BN 104,227 B54.320
Oher income/{expenses):
Interest and dividend income 5173 5,795 47,500
Interest expense (8.034) 6, 782) (55,590)
Equity i nel incomed koss) of affiliaied companies 6,622 {4.074) (33,393)
Other, net (Mode 18) {10,379) 13,233 108,466
{6.618) 8,172 66,753
Income before income taxes 2.2 112399 921,303
Income taves (Mme 22):
Current 17,400 11,218 91,959
Defierred 16,856 18,833 154,369
34,156 30,052 146,328
Net income/iloss) [32.054) 82347 674,975
Mt incomved hoss) atributable 1o non-controlling interests 1403} 9 6,475
Met incomed hoss) atiributable o owners of the parent ¥ {31651y ¥ R1.557 £ 668,500
LS. dollars
Yen [Mote 1)
Amounts per share of comman stock:
et moome|{boss)
Basec ¥ (50 26) 1) 120.49 5 1.0&
Driluted - 129.38 .06
Cash dividends apphceble 1o the year - 2000 16
Nel assers 1876 40 065,74 16.93

5
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Consolidated Statements of Comprehensive Income

Thousands of
U.S dollars
Millions of yen (Note 1)
2021 2022 2022
Net income/(loss) ¥ (32,054) ¥ 82,347 s 674,975
Other comprehensive income/(loss):
Net unrealized gain/(loss) on available-for-sale securitics 13,754 13,709 112,369
Deferred gains/(losses) on hedges (545) (1,141) (9,352)
Foreign currency translation adjustment 19,698 20,909 171,385
Adjustments for retirement benefits 22,384 8,807 72,189
Share of other comprehensive income/(loss) of affiliates
2
accounted for using equity method (2.780) 5,192 42,557
Total other comprehensive income/(loss) 52,511 47,476 389,148
Comprehensive income ¥ 20,457 ¥ 129,823 § 1,064,123

Comprehensive income/(loss) attributable to:
Owners of the parent 21,269 128,231 1,051,074
Non-controlling interests (812) 1,592 13,049

16
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CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Mazda Motor Corporation and Consolidated Subsidiaries
Years ended March 31, 2021 and 2022

Millions of yen

Capital and retained carmings

Capital stock Capital surplus Relained Treasury stock Total
April 1, 2020 ¥ 283,057 ¥ 264917 ¥ 552,993 ¥ (2,186) ¥ 1,099,681
Cumulative effects of changes in
accounting policies 3 : = * -
Restated balance 283,957 264,917 552,993 {2,186) 1,099,681
Inerease/{decrease)
Dividends paid - - (12,59} - (12,596)
Net luss attributable to owners of the purent - - (31,651) - 131.651)
Purchase of reasury stock - - i 18] o
Sale of treasury stock - - - - =
Reversal for land revaluation - = 38 & 38
Change in ownership interest of
parent ansing from transactions - 11.889) - - (1.889)
with non-controlling shareholders
Changes in irems other than capital and b
retained earnings, net - i ) H
Total changes during the fiscal year - (1.589) (44.200) [1}] (46,099)
April 1, 2021 ¥ 283957 ¥ 263,028 ¥ 508,784 ¥ (2,187) ¥ 1,053,582
Cumulative effects of changes in
accounting policies g z Y (8,883) = (8,883)
Restated balance 283,957 263,028 499,901 (2,187) 1,044,699
Increasef{decrease)
Diidends paid - - - - -
Net income anributable to owners of the parent - = 81,557 - 81,557
Purchase of treasury stock - - (1) (1)
Sale of weasury stock - (25) - 88 63
Reversal for land revaluation - - - - -
Change i ownership interest of
parent anising from transactions = - - = -
with non-controlling shareholders
Changes in items other than capital and = 3 ? -
refamed s, net
Total changes during the fiscal year - (25) 81,557 87 81,619
March 31, 2022 ¥ 283,957 ¥ 163,003 ¥ 581458 ¥ (2,100) ¥ 1,126,318
Millions of yen
Ag lated other « ive income/(loss)
Nel unrealized Foreign  Accumulated
pain/(loss)on  Deferred currency adjustrents Stock Non-
available-for- gains/(losses) Land translation  for retirement acquisition  controlling Total
sale securities on hedges  revaluation  adjustment benefits Total rights  inlerests  net assets
April 1, 2020 ¥ 2230 # 321 ¥ 145574 ¥ (48.256) ¥ (24.604) 75266 ¥ 290 ¥ 30,609 ¥ 1.205846
Cumulative effects of changes in 5
accounting policies - g i S = 5 > g
Restated balance 2231 321 145,574 (48,250) (24.604) 75,200 290 30,609 1,205,846
Increasef/{decrease)
Dividends paid “ L = = = - = 7 (12,596)
Net loss attributable to owners of the parent - S . = - - - - (31,651)
Purchase of treasury stock - - - - - - - = n
Sale of reasury stock - - E - - - - - =
Reversal for land revaluation - - . - - - = = 38
Change in ownership interest of
parent ansing from transactions - - - - - - - - (1.889)
with non-controlling shareholders
- anpes in Herd s eheri sty iital and 13,771 (633) (38) 17359 243 588 92 (16891) 36,083
retained earnings, net
Total ch during the fiscal vear 13,771 (633) (38) 17,359 22423 51,882 92 (16,891) (10,016)
April 1, 2021 ¥ 16,002 ¥ (312) ¥ 145536 ¥ (30,897) ¥ (2,181) 128,148 ¥ 382 ¥ 13,718 ¥ L,195830
Culnulnti\.'c cﬁ'cc_ts. of changes in 3 . g y ” v y % (8,883)
accounting policies
Restated balance 16,002 (312) 145,536 (30,897) (2,181) 128,148 382 13,718 1,186,947
Increasef{decrense)
Dividends paid - - - - - - = - -
Net income atiributable 1o owners of the parent - = - = - - - - 81,557
Purchase of treasury stock - E a e A = H H (1)
Sale of treasury stock - - - e - - - x 63
Reversal for land revaluation - = - - = - = = -
Change n ownership interest of
parent anising from transactions - - - - - - b = -
with non-controlling sharcholders
Changes in items other than capital and
retained earnings. net d 13,705 (1,002) - 24,735 9,236 46,674 58 1,399 48,131
Total changes during the fiscal year 13,705 (1,002) - 24,735 9,236 46,674 58 1,399 129,750
March 31, 2022 ¥ 29,707 ¥ (1,314) ¥ 145536 ¥ (6,162) ¥ 7,055 174,822 ¥ 440 ¥ 15117 ¥ 1,316,697
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Theusands of L5 dollars (Nots |

Capital and retsined
Capital stock Capatal surplus Retained camings Treasinry saock Teead
April |, 2021 SLAI1516 32,135 907 $ 4170501 S (E7920) § BaxioE
tumm;:;::;?;hhumm : > (TLAIL} . (T2 A1)
Hestated alance 1317516 FRELA 4097 450 (17.928) BA63, 107
Incressel{decreasa) - = - - 5
[huideneds paid - . - - .
Nl income atmibuizble 10 owners of the pares . = 658,500 A 68,500
Puschase of ueasury stock - = - i) 18y
Sale of measury steck . 1205) . 14 16
Reversal for land revaluation - - . e N
Change in ownership interest of
pares arsing fom ransscbons - . . - -
with aoa~contralling sharchakiors
Changes m items other than capital and
retained camnings. nel : P = o -
Tutal changes during the facal year - 1104 68,500 T3 6T, R
March 38, 2021 3LI2T.516 52,185,761 L 5 (17215 £ 023118
Thousands of 15, dillars (Mote 1)
A lated other comprebensive income/[loss)
el umrealized Foregn  Accemulated
pasn{locshon  Doforred TRy adjustments Baock Wane
mvailablesfor- paimi(lodiesy  Land rramslation  fof retiremient scgmisition  gonmolling Tatal
e spcnl) 127 ent Total 10 net
April 1, 2021 S 130064 & (2357) 51192917 S253254) 5 (ITRIT) 50050097 § 1031 S (12443 § 6.301 835
Cumalasive effecis of changes s
accoanting policies " = = 5 = . - - (T2811)
Restnizd balsnce 131,164 (2557} L9207 (153,3%4) (1757  1.850393 ERE] 112443 9,729.074
Ingrease{desrease) = =1 - = - = = = =
Dividends paid = S : . i x o k.
Wet income attribmpble 10 pwners of the paremt = - 2 = - - - L GERSH
Puschase of weasury stock - - - - - . * 8
Sale of wensury stock e - - = - - 1 LTS
Reversal for land revalustion - Z i - - - - i
Change an ownership interes! of
parent anising fiom transactions E = - z - - o s -
with non-controlbing sharchalders
Gl . Sacat celvet st copiiel ] 12336 (w213} - ImTE 15708 Jansn AT 46 394516
retamed eami
Tatal changes during the fiscal year 112,238 {5,215) 0 202746 75,708 JRLAT4 476 11466 1,063,224
March 31, 2013 § MAZ00 5 [10,TT0) S1,192917 8 Eﬂiﬂﬂ] b 5782  S1AMMNT S 3407 5 113,909 S10.791.598
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Mazdda Motor Corporalion and Consolidared Subsidiarics
Years ended March 31, 2021 and 2022

Thousands of
U, dallars
Millions of yen {Mote 1)
2021 2022 2022

Cash Aows from aperating sctivities:

Income before income xes ¥ 2302 ¥ 112,399 5 921,303
Adjustnients wo reconcile income before
income taes o net cash provided byi{used m) operating getivites
Depreciation and amoriization 89,765 90,281 740,008
Impasrment loss 1.355 691 5664
Increase/{decrease) in allowance for doubiful receivables 847 4,625 37,910
Increaseddecrense) in reserve for warranly expenses (B,604) (14,243) (116, 746)
Imerease fdecrease) in provision for loss on compensation for damnge - 10,500 04,262
Increaseldecrease) m Linkility for reterement benelits 2.7% (5,169) (42.36%9)
Inteest gnd dividend mcome (5,173} {5,795) (47,500}
Infcres expense B34 6,782 F5,590
Equety in net lossiincome ) of aifiliaied companies {6,622) 4,074 33,393
Lassf{gain) on chunge in equity - {4.047) (33,172}
Lossf{gain) on sale and retitememt of property, plant and equipment, net 4,383 4,597 37,680
Lossi{ pain) on sale of investment secueniies, net (124 - -
Drecreased mercase) in trade notes and accounts necervable 5,785 (17,929} {146,959
Decrease{ ncrease) in inventories 30,051 77411 634,516
Drecreaseincrease) i other current assels {6,113} (24,054} (197.248)
Increaseidecrease) in trade noles and accounts payveble (6,864} {22,963} (188,221)
Increaseddecrease) in other cumrent liabiliies 19,591 11,043 90.516
Oither {4.467) {82.763) (432481}
Subsoital 128,786 176,430 446,148
Inserest and dividends received 23452 36,743 301,172
Interesa paid {77304 9,076) (75,213)
Progesds from insumance moome - 1,009 8270
Income toxes refunded/{ paid) (30,004) {18,250} (149.550)
Refund of income faxes for prior peroods 5,554 2456 20,131
Other - (87} (467}
Met cash provided byf{used in) operating activinies 120,058 189,155 1550451
Cush flows from investing activities:
Wet decresse/(increase) n time depossts 754 203 1,664
Purchase of pyvestment securities (255) (389 (3,189)
Procecds from seles and redempiion of investmens securiies 1,785 313 2048
Purchase of property. plant and equipment {71, 776) (121,946) (999,557)
Proceeds from zale of properly, plant and equipment i 462 00 A8l
Purchase of intangible asscls {14263} (17,405) (142,664)
Met decreasa’{increase) in short-lerm loans recovable LX) 598 4,502
Payments of long-term boans receivable (387} (145) (1,159)
Caollections of long-term boans recenvable 3548 1,480 13,131
(e {U8) 335 2746
Net cash provided byiused in) investing actiaties (T8 8623 1136,237) {1,116,697)
Cash flaws from Mnancing activities:
Met increasa|decrease) i short-term deby (120,021) (92) (784
Procceds from long-tenm debt 291,575 70,709 579,582
Repayments of long-term debt (41.341) (156,891) (1.285.992)
Payments from changes in ownership interests i subsidiarses that do nog (17.831) s -
result in change in scope of consplidanon %
Cash dividends pard (12.596) - .
Cash dividends paid to non-controlling interests (137) {193} {1,582)
Net decreasef increuze) in freasury stock (1] 62 S08
Net cash provided bv/{used in) finoneing activilies 99,348 (B6.403) {708,238)
Effect of exchange rate Muctuations on cash and eash equivalents 30,255 35,070 287,533
Net incrense/{decrease) in cash and cash equivalents 170,799 1,592 13,049
CUash and eash equivalents af beginning of the period 567,994 TIR.TI3 6,155,681

Cagh and cash equivalents at end of the perind ¥ 738793 ¥ 740,385 5 6,068,730

L]
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Mazda Motor Corporation and Consolidated Subsidiarics

[l 8ASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS
The accompanying consolidated financial statements of Mazda Motor Corporation (the “Company”) and its
consolidated subsidiaries (together. the “Group™) have been prepared in accordance with the provisions set forth in
the Financial Instruments and Exchange Law of Japan and its related accounting regulations and in conformity with
accounting principles generally accepted in Japan (“Japanese GAAP™). which are different in certain respects as to
application and disclosure requirements from International Financial Reporting Standards (*IFRS"),

For the convenience of readers outside Japan, the accompanying consolidated financial statements have been
reformatted and translated into English from the consolidated financial statements of the Group prepared in
accordance with Japanese GAAP and filed with the appropriate Local Finance Bureau of the Ministry of Finance as
required by the Financial Instruments and Exchange Law of Japan, Certain supplementary information included in the
statutory Japanese language consolidated financial statements is not presented in the accompanying consolidated
financial statements.

The conversion of the Japanese yen into U.S. dollars is included solely for the convenience of readers outside
Japan, using the prevailing exchange rate at March 31, 2022, which was ¥122 to U.S. $1.00, The conversions should
not be construed as representations that the Japanese yen have been, could have been. or could in the future be
converted into U.S. dollars at this or any other rate of exchange.

SUMMAR\’ OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION
The accompanying consolidated financial statements include the Company and companies, over which the Company
has power of control through majority voting rights or there are certain conditions evidencing control by the
Company. Investments in affiliates. over which the Company has the ability to exercise significant influence over
operating and financial policies of the investees. are accounted for under the equity method,
The consolidated financial statements include the Company and 71 subsidiaries (70 in the year ended March 31,
2021). In addition. 18 affiliates (18 in the year ended March 31, 2021) are accounted for under the equity method.
The consolidated balance sheet date is March 31. Among the consolidated subsidiaries, 21 companies have fiscul
year-ends for their statutory financial statements that are different from the consolidated balance sheet date, most of
which are December 31. In preparing the consolidated financial statements, for 7 of the 21 companies. provisional
settlement of accounts that are prepared for consolidation are used to supplement the companies’ statutory financial
statements. For the other 14 companies, in preparing the consolidated financial statements, financial statements of
these companies with different balance sheet dates are used. However, adjustments necessary in consolidation are
made for material transactions that have oceurred between the balance sheet date of these subsidiaries and the
consolidated balance sheet date.

FOREIGN CURRENCY CONVERSION
Receivables and payables denominated in foreign currencies are converted into Japanese yen at the exchange rate at
the year-end: gains and losses in foreign currency conversion are included in the income for the current period.
Balance sheet accounts of consolidated foreign subsidiaries are converted into Japanese yen at the rates on the
subsidiarics” balance sheet dates except for net assets accounts. which are converted at the historical rates. Income
statement accounts of consolidated foreign subsidiaries are converted into Japanese yen at the average rates during the
subsidiaries” accounting periads. with the conversion differences prorated and included in the niet assets as a foreign
currency conversion adjustment and non-controlling interests in the consolidated subsidiaries.

CASH AND CASH EQUIVALENTS
The Group considers all highly liquid short-term investments with a minimum risk of price fluctuation, whose
maturity date comes within three months from the time of purchase, (o be cash equivalents,

SECURITIES
Securities are classified as (a) securities held for wading purposes (hereatter, “trading securities™), (b) debt securities
intended to be held to maturity (hereafter, * held-to-maturity debt securities™), (c) equity securities issued by the
unconsolidated subsidiaries and affiliated companies. and (d) all other securities that are not classified in any of the
above categories (hereafier. “available-for-sale securities™),

The Group does not have trading securities. Held-to-maturity debt securities are stated at amortized cost. Equity
securities issued by unconsolidated subsidiaries and affiliated companies that, based on the applicable materiality
provisions of Japanese GAAP, are not accounted for under the equity method are stated at moving-average cost.
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Available-for-sale securities with available fair market values are stated at fair market value. Unrealized gains and
unrealized losses on (hese securities are reported, net of applicable income laxes. as a separate component of
accumulated other comprehensive income within net assets. Realized gains and losses on the sale of such securities
are compulted using moving-average cost. Available-for-sale securities without available fair market values are stated
mainly at moving-average cost.

[ the fair market value of equity securities issued by unconsolidated subsidiaries and affiliated companies not on
the equity method and of available-for-sale securities declines significantly, such securities are stated at fair market
value and the difference between fair market value and the carrying amount is recognized as a loss in the period of the
decline. If the fair market value of equity securities issued by unconsolidated subsidiaries and affiliated companies not
on the equity method and of available-for-sale securities is not readily available and the net asset value declines
significantly, such securities shall be written down to net asset value with a corresponding charge to income. In these
cases, such fair market value or the net asset value will be the carrying amount of the securities at the beginning of the
next fiscal vear,

DERIVATIVES AND HEDGE ACCOUNTING
Derivative financial instruments are mainly stated at fair value. and changes in the fair value are recognized as gains
or losses unless derivative financial instruments are used for hedging purposes and meet criteria for hedge accounting.
If derivative financial instruments are used as hedges and meet certain hedging criteria. recognition of gains or
losses resulting from changes in the fair value of derivative financial instruments is deferred until the related losses or
gains on the hedged items are recognized.
Also, if interest rate swap contracts are used as hedges and meet certain hedging criteria, the net amount to be paid
or received under the interest rate swap contract is added to or deducted from the interest on the assets or liabilities
for which the swap contract was execuied.

INVENTORIES
Inventories are stated at the lower of cost (determined principally by the weighted average method), or net realizable
value.

PROPERTY, PLANT AND EQUIPMENT (EXCEPT FOR LEASED ASSETS)

Property, plant and equipment are stated principally at cost. Depreciation is computed mainly using the straight-ling
method over the estimated useful lives of the assets with a residual value at the end of useful lives to be a
memorandum value.

INTANGIBLE ASSETS (EXCEPT FOR LEASED ASSETS)
Intangible assets are amortized using the straight-line method over the estimated useful lives of the assets.
Software for internal use is amortized on a straight-line basis over the period of internal use, i.e. 5 years.

AMORTIZATION OF GOODWILL

The difference between the consideration transferred and the fair value of net assets acquired is shown as goodwill,
and amortized on a straight-line basis over a period (primarily 5 years) during which each investment is expected Lo
generate benefits,

LEASED ASSETS
FINANCE LEASES IN WHICH OWNERSHIP IS NOT TRANSFERRED TO THE LESSEE
Contents of leased assets are as follows. Property. plant and equipment are mainly sales administration facilities. parts
of automobile manufacturing equipment and molds. and electronic calculators. Intangible assets are software,

Finance leases are capitalized on the consolidated balance sheet. Depreciation or amortization expense is
recognized on a straight-line basis over the lease period,

For leases with a guaranteed minimum residual value, the contracted residual value is considered to be the residual
value for financial accounting purposes. For other leases. the residual value is zero.

The consolidated foreign subsidiaries that apply IFRS adepted IFRS 16 “Leases” (“IFRS 16™), In accordance with
IFRS 16, the lessec recognizes in principle all of the lease assets and lease liabilities on the balance sheet. For lease
assets, depreciation or amortization expense is recognized on a straight-line basis over the lease period,

ALLOWANCE FOR DOUBTFUL RECEIVABLES

Allowance for doubttul receivables provides for losses from bad debts, The amount estimated to be uncollectible is
recorded. For receivables at an ordinary risk. the amount is based on the past default ratio, and for receivables at a
high risk, the amount is calculated in consideration of the collectibility of individual receivables.
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RESERVE FOR WARRANTY EXPENSES

Reserve for warranty expenses provides (or aller-sales expenses of products (vehicles). In accordance with the
coverage of the warranty booklet and relevant laws and regulations, the amount is estimated per product warrant
provisions and actual costs incurved in the past. taking future prospects and expected reimbursements into
consideration.

PROVISION FOR LOSS ON COMPENSATION FOR DAMAGE
Provigion for loss on compensation for damage provides for expected loss from compensation for damages in the
future when the loss is probable and the amount is reasonably estimable.

REVENLES

The main business of the Group is the manufacturing and sale of automobiles and their components, as well as
maintenance services. For product sales, the revenue is recognized when control over the products is transferred to the
customer and the performance obligation is satisfied. This wransfer genermily takes place when the product is delivered
at a location agreed with the customer. Maintenance services, ¢te, are treated a8 a separale performance obligation
from the delivery of the product. For non-recurring services such as maintenance, the performance obligation is
satisfied and the revenue is recognized when the service is completed and delivered 1 the customer. For recurring
services such as Connected Services. the performance obligation is satisfied and the revenue is recognized over the
period the service is provided,

Revenue is measured based on the consideration specified in the contract with the customer and excludes amounts
collected on behalf of third parties. The total consideration of the contract is allocated w performance obligations
based on their standalone selling prices. These standalone selling prices are determined with reference to the selling
prices of similar products or services, or other reasonably available information,

The Group provides dealers with sales incentives caleulated based on sales promotion programs, which generally
represent discoum from the Group te dealers, This sales incentive is deducted from the revenue recognized when the
applicable product is delivered 1o the dealers.

The consideration for the product 15 usually collected from customers within 30 davs from the time when revenue
ia recognized, and the consideration for the service is collected from customers within 30 days from the time when the
service is provided, and there are no significant pavment terms.

EMPLOYEES' RETIREMENT BENEFITS

The Group provides various tvpes of post=cmplovment benefit plans, including lump-sum plans, defined benefin
pension plans, and defined contribution pension plans. under which all eligible employees are entitled o benefits
based on the level of wiages and salaries &t the time of retirement or lermination, kength of service, and certain other
factors.

In colculating the retirement benefit obdigations, the method of attributing expected benelit to the accounting
period is based mainly on a benefit formula basis.

The recognition of acuarial differences is deferred on the straighi-ling basis over o period equal to or less than the
uverage remaining service period of emplovees ot the tiowe such gaing or logses are realized (mainly 13 years). The
amortization of net gains or losses starts from the vear immediately following the year in which such gains or losscs
urise.

The recognition of past sorviee cosis is deferred on a straight-line basis over a period cqual to or less than the
average remaining service period ol employees st the time such cost is incurred (mainly 12 yvears).

INCOME TAXES
Income taxes comprise corporation. enterprise, and inhabitants taxes, Deferred 1ax assets and liabilities are recognized
to refleet the estimated tax effiects anributable to emporary differences and tax loss carryforwards, Deferred tax assets
and liabilities are measured using the enacted tx rates that are expected to apply when the temporary differences are
expected 10 reverse. The measurement of defierned tax assets is reduced by a valuation allowance, if necessary. by the
amount of any tax beaelits that are nod expected to be realized,

The Company and its cemain domestic consolidaing subsidiaries eleet 10 file a consoliduted corporale tax retum as
u congolidation group,

)
[ 1]
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The Company and its certain domestic consolidating subsidiaries will apply group iax sharing system from the
next fiscal year, However, for the transition W the growp tax sharing system established under the “Act on partial
Revision of Income Tax Act, ere.” (Act No.8 af 20200 and frems revised on the non-conselidated taxation system in
line with the transition to the group tax sharing systermn, the Company and its certain consolidated domestic
subsidiarics calculate the amounts of deferred tax assets and deferved tax liabilitics based on the existing Income Tax
Actand do not apply the provisions stipulated in Paragraph 44 of the “Implementation Guidance on Tax Effect
Accounting” (ASJB Guidance No.28. February 16, 2018) in sccordance with the treatment set forth in Paragraph 3 of
the “Praciical Solution on Treatment of Tax Effect Accounting for the Transition from the Consolidated Taxation
Swstem to the Group Tax Sharing System™ (ASB) PITF No.39, March 31, 2020),

From the beginning of the fiscal vear ending March 31, 2023, the Company and its cenain domestic subsidiaries
will apply the “*Practical Solution on the Accounting and Disclosure Under the Group Tax Sharing Systiem™ (ASIB
Guidance No.42, August 12, 2021), which stipulates the accounting treatment and diselosure procedures for eorporate
tax, local corporate tax and tax effect aceounting after the group tax sharing system is applied.

AMOUNTS PER SHARE OF COMMON STOCK
The caleulations of net income per share of commaon stock are based on the average number of shares outstanding
during cach year. Diluted nat income per share of common stock is calculated based on the average number of shares
outstanding during each vear after giving effect to the diluting potential of common stock w be issued upon the
exercise of stock acquisition rights and stock options,

Cash dividends per share represent amounts applicable for the respective years an an acerual basis.

RECLASSIFICATION
Certain comparative figures have been reclassified 1o conform with the current perind’s presentation.

ADDITIONAL INFORMATION
ACCOUNTING ESTIMATES REGARDING THE CORONAVIRUS PANDEMIC IMPACT
As the impact of the coronavirus pandemic is still unpredictable, the Company has assessed the recoverability of
deferred x assets assuming that the pandemic will continue (o have an impact 10 some extent on the Tiscal year
ending March 3 1. 2023,

1t shouhl be noted that the changes in the asaomptions including tie global spread of the pandemic in the fulure
may alfect the Company™s consolidated fnancial resulls.

B SIGNIFICANT ACCOUNTING ESTIMATES
Accounting estimates are caleulated bused on the information available ut the time of the preparation ol the
consolidated financial statements. Accounting estimates that are recorded in the consolidaled financial stalements for
the current fiscal year and have a risk of a material effect on consalidmed fnancinl statements for the next fiscal year
are a5 follows:

RECOVERABILITY OF DEFERRED TAX ASSETS
1) Amounis reported in the consolidated financial statements are as follows:

Thousails of
Millions of yen LI 5, doflass
As of Manch 31 21 1622 2022
Dicferred Lax dsuels ¥ L el I 3125 5 305377
O3 which, the halance of the Campany’s deferred tox gssets 37208 15355 125,861

2% Other information that assists readers of consolidated linencial statemens in understanding the nature of the
estimates:
Based on the estimated future taxable income, deferred tax assets are recognized for tax loss carmyvforwards and
deductible temporary dilferences (o the extent that they are expected (o reduce the amount of future tax payments.
The estimated future taxable income was based on the next yvear's budget prepared by management. Accordingly. it
included significant assumptions involving estimation uncemainty, such us the prospeets for consolidated wholesales
volume assuming a certain business cavironment that incorpornted the effect of the shortage of semiconductors, ete.,
the resulis of uwil selling price improvement measures, the impaet of rising rny material prices, as well as transaction
prices between the Company and its U.S. subsidiary, which required management judgment. Therefore, it changes in
the market environment, ele. cause significant changes to these assumptions and reduce the estimated future taxable
income, the amount of defermed tax asscts may be reduced and additional tax costs may be incurred.

23
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RESERVE FOR WARRANTY EXPENSES
) Amounts reporied in the consolidated financial stalements wre as follows:

Thousands of
Millions of yen U5, dllars
As of March 31 2021 2022 2021
Reserve fior warrandy expenses ¥ RIS ¥ 66,261 5 s3I

2} Onher information that assisis readers of consolidated fnancial statements in understanding the nature of the
estimates:

For after-sales service expenses of products, the Group estimates future repair costs to be incurred in accordance with

the coverage of the warranty booklet (“general wamanty™) and with the relaved faws and regulations such as recalls

and service campaigns {“recall-related repair costs™), and records them in the reserve for product warranty expenses.

The estimation also reflects the expecied reimbursement amounts o be recovered from the supplier.

OF the above. the reserve for general warranty is estimated by calculating the repair cost per vehicle for cach major
market based on historical data. and multiplying it by the number of vehicles covered under the warranty, The reserve
tor recall-related repair costs is estimated for each recall and service campaign. 18 is estimated by caleulating the
repair cost per vehicle, which includes paris costs and labor costs, and multiplying it by the cstimated number of’
vehicles subject to each recall and service campaign. With regard 1o the expected reimbursement amounts 1o be
recovered from the supplier, based upon the analysis of the causes of defects. the expected reimbursement mte is
determined by considering technical responsibility, the suppliers” paviment ability, and the stams of negotiations with
suppliers. It is then incorporated into the calculation of the reserve,

The expected reimbursement rate included mansgement’s assessment of wechnical responsibility, involved
uncertainty, and wis dependent upon future negotiations with supplicrs. Therefore, if the actual reimbursement rate in
the fiture is different from the reimbursement rate used for the estimation, additional recognition or reversal of
reserve for warranty expenses may be required.

PROVISION FOR LOSS ON COMPENSATION FOR DAMAGE
1) Amounts reported in the consolidated financial statements are as follows;

Thivasands of
tdillions of yen Li 5 dollars
As of March 31 W3] 02 2021
Provision for loss on compenastion for damage i - ¥ 11.500 3 262

21 Other information that assists readers of consolidaed financial statements in understanding the nature of the
estimates:

The Giroup owns one subsidiary that is 2 distributor and one affiliste that manufaciures and sells avtomobiles, ete. in

Russia, Due to ihe situation in Ukraine that arose in February 2022, the Group has ceased the shipments of paris to

Russia since March 2022, and local affiliated company has ceased its operations since the end of April 2022,

In the context of the current situation in Ukraine, the Company reasonably gstimated the loss on compensation for
damage that are expected 1o oceur within the next fiscal vear, and recorded ¥1 1,500 million ($94.262 thousand) as a
provision [or loss on compensation for dumage.

The expected occurvence rate used in the estimation of the loss on compensation for damage involved
management's judgment and uncertainty. Therefore, if there is o significent change in these assumptions. additional
recognition or reversal of provision for loss on compensation for damage may be nequired.

EB ACCOUNTING CHANGES
CHAMGES IN ACCOUNTING POLICIES
-APPLICATION OF ACCOUNTING STANDARD FOR REVENUE RECOGNITION
The Group has applied the “Accounting Standard for Revenue Recognition” (ASBJ Statement No. 29, March 31,
2020: hereinafter referred (o as “Revenue Recognition Accounting Standards™), ete., effective from the beginning of
the fiscal vear ended March 31, 2022, which stipulates that revenue shall be recognized when (or as) it satislies a
performance obligation by transferring control of promised goods or services (i.c. an asset) to a cuslomer for the
amount expected Lo receive upon the exchange of goods or services. An assel is wransferred when (or as) the customer
obiains control of that assel. It recopnizes as revenue the amount expected 1o be received upon the exchange of goods
OF services.
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Dealers, domestic subsidiaries, recognized revenue for the sales of new cars at the time of the regisiration of
vehicles under the previous seeounting standards and now recognize revenue al the time of the delivery to customens
under the current aceounting standards, In addition, the Company’s Connected Services was not recognized as
revenue uader the previous accounting standards as no consideration was received. and it is considered as an
individual performance obligation and associated revenue is recognized over a centain period for the amount allocated
based on the stundalone selling price under the current accounting standards. Cenain sales promotion expenses paid
b the Company and the U5, subsidiary 1o the dealers were accounted as selling, general and administrative expenses
under the previous accounting standards, they are accounted as deduction from revenue under the current accounting
standards.

The application of the Revenve Recognition Accounting Standards, ete. is in accordance with the transitional
treatment provided in Parsgraph 84 of the Revenue Recognition Accounting Standards. The cumulative effect of the
retrospective application. assuming the new aceounting standard had been applied to periods prior 1o the beginning of
the fiscal year ended March 31, 2022, was added or subtracted from the beginning balance of retained camings of the
fiscal year ended March 31, 2022, and thus the new accounting standands have been applied from the beginning
balance.

As a resull. for the fiscal year ended March 31, 2022, net sales decreased by ¥42.003 million (5344287 thousund),
cost of sales increased by ¥ 12,194 miliion (§99.951 thousand), selling. general and administrative expenses decreased
by ¥38. 760 million [$481,639 thousand), and operating income and income before income taxes increased by ¥4,561
million ($37.385 thousand). Furthermore, on the consolidated balance sheet for the fiscal vear ended March 31, 2022,
the beginning balance of retained camings decreased by V8,883 million ($72.811 thousand), The impact on per share
information is immaterial,

It ghould be poted that information for the previous fiscal vear is not described in the notes in aceordance with the
transitional treaiment preseribed in the provision of paragraph 89-3 of this accouming standard,

-APPLICATION OF ACCOUNTING STANDARD FOR FAIR VALUE MEASUREMENT

The Group bas applied the “Accounting Standard for Fair Value Mensurement” {ASBJ Statement No 30, July 4, 200%;
hereinafler referred to as “Fair Value Accounting Standards™), ete.. from the beginning of the fiscal year ended March
31, 2022 and have applied a new accounting policy provided far by the Fair Value Accounting Standards, ete., in
accordance prospectively with the wransitional treatment specified in Paragraph 19 of the Fair Value Accounting
Standards and Paragraph 44-2 of “Accounting Standard for Financial Instruments.”™ This bas no impact on the
consolidated Hnancial stalements,

Hierarchy of the financial instruments is inclieded under Mote 5, “Financial Instruments.” However. information for
the previous fiscal year is not ineluded in the notes in accordance with the transitional treaiment prescribed in the
proviso of paragraph 7-4 of “Implementation Guidance on Diselosures about Fair Value of Finuncisl Instraments™
{ASB] Guidance No. 19, July 4, 2019).

NEW ACCOUNTING STANDARDS NOT YET APPLIED

- ASL 2016-02 “1eases™

1) Sumimary

Linder this accounting standasd. a lessee is required 1o recognize assets and liabilities for almost all of the assets on g
halunue sheet.

2) Effective date

Effective from the vear ending March 31, 2023,

3} Effects of the application of the standards

The impact is vet 1o be determined at this time,

- “Implementation Guidance on Accounting Standard for Fair Value Measurement” (ASBI Guidanee No. 31, June 17,
2021)

1) Summary

The handling of the calculation and notes of the market value of investment trusts and the hundling of the notes of the
markel value al invesiment in partnerships, ete. whiese set amount equivalent o equity interest is recorded in the
balance sheet have heen established,

) Effective date

Effective from the beginning of the fiscal vear ending Murch 31, 2023,

3) Effects of the application of the standards

I'he application of this aceounting standard has no effect on the consolidated linancial stotements.

25
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B FINANCIAL INSTRUMENTS
QUALITATIVE INFORMATION ON FINANCIAL INSTRUMENTS
POLICIES FOR USING FINANCIAL INSTRUMENTS
The Group finances cash mainly through bank loans and the issuunce of bonds for the purpose of planned capital
investment. Temporary surplus funds are managed through investments in low-risk asseis. Short-term operating funds
are financed mainly through bank loans. Derfvative instruments are used 1o hedge risks, as discussed below, and noi to
conduct speculative transactions.

DETAILS OF FINANCIAL INSTRUMENTS AND THE EXPOSURES TO RISK

Trade notes and accounts receivable, while due within one vear, are subject to customers” credit risks. Accounts
receivable denominated in foreign curmencics are subject to the risk of Nuctuations in foreign currency exchange rates;
such risk is hedged. in principle. by netting the foreign-currency-denominated sccounis receivable against accounts
payuble and applying foreign exchange forward contracts on the resulting net position.

Short-term investments consist maunly of centificates of deposit and other highly-liguid shon-term investmenis.
Investment securities consist mainly of stocks of our business partner companies and are subject ta the risk of market
price fluctuations and other fctors. Long-term loans receivable are provided mainly (o our husiness partner companies,

Trade notes and aceounts payable, as well as other accounts payable. are due within one vear. OF these pavables.
thase denominated in foreign currencies are subjeet 1o the risk of Muctuations in foreign currency exchange rates.
However, for the most part, the balance of such pavables s constantly less than that of the sccounts receivable
denominated in the same foreign currency. For ather parts, such payables are hedged, as necessary, through foreign
exchange forward contracts, considering the transaction amounts and the degree of risk of foreign exchange rate
fluctuation,

Loans payvable, bonds payable, and lease obligations are mainly used to finance cash required for capital investment.
The longest time to maturity of these liabilities is 59 years and 4 months from March 31, 2022 (55 vears and 4 month in
the vear ended March 31, 2021},

Derivative instruments consist of foreign exchange forward contracts. For details on derivative instruments, refer 1o
“Derivatives and Hedge Accounting” under Nole 2, “Summary of Significan! Avcounting Policies.” and Note 7.
“Derivatives.”

POLICIES AND PROCESSES FOR MANAGING RISK
MANAGEMENT OF CREDIT RISKS (LE. RISKS ASSOCIATED WITH THE DEFAULT OF COUNTERPARTIES)
The Group manages eredit risks in compliance with imternal control rubes and procedures.

The duse dates and the balances of rade notes; accounts receivable, and loans receivable from major counterpanies
are monitered and managed in order o detect carly and mitigate the risk of dowbtfiel receivables.

Short-term invesiments and derivative transactions are exccuted only with banks with high credit mtings. As such,
the credit risks of these short-lerm investments and derivative iransactions are considered to be minimal. The credil
risks of counterpirty financial institutions are reviewed on a guarterly basis.

The amount of maximum risk as of Mareh 31, 2022 is represented by the balance sheet amount of financial assets
exposed to credit risks,

MANAGEMENT OF MARKET RISKS (LE. RISKS ASSOCIATED WITH FLUCTUATIONS IN FOREIGN
EXCHANGE RATES AND INTEREST RATES)
The Group hedges the risk of forcign exchange rate Auctuation on forcign-currency=denominated receivables and
pavables, using forcign exchange forward contracts, on a monthly and individual curreney basis, Foreign exchange
Forward contracts are executed as necessary. up to 6 months ghead, on foreign-currency-denomingied receivables and
pavables that are expected (o arise with cenainty as a result of forecasted export and import transactions,

The Company and some of its consolidated subsidiaries use interest rte swaps, as necessary, in onder 1o reduce the
risk of interest rate Muctuation on loans payable,

For details on management of derivative transaciions. refer (o Note 7. “Derivatives™,

With regard to short-term investments and investment securities, their fair values as well as the financial standing of
their issuing entities are monitored on 4 regular basis, Ownership of available-for-sale securities are reviewed on a
cominuous hasis,

]
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MANAGEMENT OF LIQUIDITY RISKS RELATED TO FINANCING (LE, RISKS OF NON-PERFORMANCE OF
PAYMENTS ON THEIR DUE DATES)

The liquidity risks of the Group are managed mainly through the preparation and update of the cash schedule on a
timely basis, and the Company maintains a certain level of liquidity at hand in order to respond to sudden changes in
external environment. The Company also has systems and procedures in place that allow us to respond flexibly to
liquidity risks through managing the funds of the Group and intercompany loans within the Group. In addition, the
Company ensures sufficient liquidity by entering into commitment line agreements with domestic financial institutions.

FAIR VALUES OF FINANCIAL INSTRUMENTS

As of March 31, 2021 and 2022, the carrying values on the consolidated balance sheet. the fair val ues, and the
differences between these amounts. respectively, of financial instruments were as follows. Financial instruments
without observable market data are excluded from the following table. Cash and cash equivalents (except for
Securities), Trade notes and accounts receivable, Trade notes and accounts payable, Other accounts payable, Short-term
debt are also excluded since the carrying values approximate fair values.

Millions of yen

e i Difference
As of March 31, 2021 values values
Assets;
1) Secunities (*1)
Available-for-sale securities ¥ 147900 ¥ 147900 ¥ -
2) Investment secunities
Available-for-sale securities 78,888 78,888 -
Total ¥ 226,788 ¥ 226,788 ¥ -
Liabilities:
1) Bonds ¥ 50000 ¥ 49483 ¥ (516)
2) Long-term: loans 682,243 688,123 5.880
3) Lease obligations 22,077 22,102 25
Total ¥ 754320 ¥ 759709 ¥ 5,389
Derivative mstruments:(*2)
I} Hedge accounhing not applied ¥ (137 ¥ (1,37 ¥ -
2) Hedge accounting applied (346) (346) -
Total ¥ (1,723) ¥ (),723) ¥ -
Millions of yen Thousands of U.S. dollars
Coerying drid Difference Cartying gk Difference
As of March 31, 2022 values values values values
Assets
1) Sceunities (*1)
Available-for-sale secunties ¥ 7,000 ¥ 7TLOOD ¥ - § 581,968 S 581,968 § -
2) Investment securities
Held-to-maturity debt securities 6l 60 - 492 492 -
Available-for-sale securities 98,693 98,693 - 808,959 808,959 -
Total ¥ 169,753 ¥ 169,753 ¥ - 51,391,419 §1,391419 § -
Liabilities
1} Ronds ¥ 50000 ¥ 49616 ¥ (384) 5 409,836 5 406,689 § (3,148)
2) Long-tenm loans 602,520 604,713 2,193 4,938,689 4,956,604 17,975
3) Lease obligations 23,409 23,429 20 191,877 192,041 164
Total ¥ 675929 ¥ 677,758 % 1,829 85,540,402 $55553M4 5 14991
Derivative mstruments:(*2)
1) Hedge accounting not applied ¥ (3.436) ¥ (3.436) ¥ - S (28,164) S (28,164) § -
2) Hedge accounting applied (1,986) (1,986) - (16,279) (16,279) -
Tatal ¥ (5422) ¥ (5422) ¥ - § (44,443) § (44,443) § -

{*1) Securities are included in "Cash and cash equivalents™ in the consolidated balance sheets.

(*2) Recervables and payables resulting from denvative transactions are offset against each other and presented on a net basis; when a net
liability results. the net amount is shown in( ).



Case 8:22-cv-01055-DOC-DFM Document 123-2 Filed 05/22/24 Page 116 of 139 Page ID
#:6403

The financaal instmansents in ibe following tabile are exclinded Fram “Assets: 1) Investment securtifes” in the above taliles.

Thouzands of
Millions of yen 115, dollars
Careying viloes Carmying vabues
As of March 11 1021 2022 032
Avaalable-forssale secumitics
Muon-ligted equity sscaritics ¥ 1371 % 1,389 § 11,385
Imvestment securities af affiliated companies 123,173 122,050 1,00 410
Total ¥ 114344 & 123,439 5 LoILT9s

FAIR VALUE OF FINANCIAL INSTRUMENTS AND HIERARCHY
The tair values of financial instruments are classified into the following three levels depending on the observability and
significance of the input used in the fair value measurement,

Level 1: Fair value determined based on the (unadjusted) quoted prices in active markets for idenlical asscts or
liabilities

Level 2: Fair value determined based on direcily or indivectly observable inputs other than Level 1 inputs

Level 3: Fair value determined bosed on significant unobservable inputs
I multiple inputs with a significam impact are used for the fair value measurement, the financial instrument s
clussified to the lowest level of the Fair value hierarchy.

1) Financial assets and finaneial liabilities that are recorded on the consolidated balance sheet at foir value are as

follows:
Millions of yen Thousands of LS. dollars
Fair valmes Faar values
As of March 31, 2022 Lawed | Lawvel 2 Lewel 3 Tatal Level | Level 2 Levet 3 Tatal
Agsets)
Investmenl seeurfities
Available-for-sale secuntics
Stocks ¥ 4 ¥ - K - ¥ 9T M6 £ T8 5 - 5 - 5 TIRT3IR
Oiher 1,247 - - 1,347 10,221 - - 10,221
Total ¥ 98693 ¥ - % - N 98693 5§ S0893% § - 5§ = 5 H059%9
Merivative insmaments{* 1)
Currency related = (5422) - [5422) - A4 = A
Tolal ¥ - % (543 ¥ - ¥ (54123) 5 - 5 A3 S - 5 [HMY

{*11 Feceivables and payables resulting from denvative (mamsctions are offset against cach other and presented om a net bass, when a net
liabeliny gesubis, the nel amousnt is shown e { )

2} Financial assets and financial liabilitics that are not recorded on the consolidated balance sheet at fair value are as

follows:
Willioms of yen Thousands of U5, dollars
Fair values Fair values
A of March 31, 2022 Level 1 Level 2 Lewvel 3 Taeal Level | Level 2 Level 3 Total
Assefs
Secunities
mﬁ:ﬁ?@ K = ¥ 7ig00 ¥ -3 7o s - 5 58198 % - § 581968
Investment secuniles
oy L T o S RS
Toeal ¥ - ¥ TI0ED N = ¥ 71060 5 - 5 SHI4GD 5 - 5 583480
Lishilities
Bopads ] - N 490616 ¥ - ¥ 49616 5 - 5 J4DGERY S = 5 406589
Loag=tem loans - 604,713 . 604,713 - B956 64 = 4,955,664
Lexse obligations - 13,429 - 13429 - 192,041 - 19041
Total ¥ - § &TI,7SE ¥ - % 677758 5 - EEEEZI04 S - 55855304
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DESCRIFTION OF THE VALUATION TECHNIQUES AND INPUTS USED TO MEASURE FAIR VALUE
INVESTMENT SECURITIES

Invesiments in publically traded equity securities are actively traded and valued based on their market prices. and their
fair values are mainly classified as Level | assets.

SECURITIES

Securities consist mainly of certificates of deposits of creditwanthy financial institutions and are sentled within shor
periods of time. and their carrying amounts approximate their fair values. Accordingly, their Fair value is classified as
Level 2 assets. and carrying amounts are used as the fair values of these securities.

DERIVATIVE INSTRUMENTS
The fair value of forcign exchange forward contracts is caloulated based on the price presented by linancial institutions
and is classified as Level 2 pssets.

LONG-TERM DERT
Bonds payvable
The fair value of bonds issued by the Group is caleulated based on the market price (JSDA “Reference Stutistical
Prices [Yields] for OTC Bond Vransactions™) and classified as Level 2 assets.

Long-term loans pavable and Finance lease obligations

The fair value of these liabilitics is calevlated by discounting the principal and interest payments to present value,
using the impuited interest rate that would be applied for similar new borrowings or leases. Accordingly, their fair
value is classified as Level 2 assels,

SCHEDULE OF REPAYMENTS OF RECEIVABLE
Schedule of repayments of receivable were as fallows:

Mallians of yen
Within  Onver | vear, hver 4 yeom. Choey
1 year wilhin within 10 years
A of March 31, 2021 Syors  |Dyem
Trade noles and accounis receivable ¥ 167,533 ¥ -3 ]
Millions of ven Thousands of 11.5: dollars
Witlin  Ower | vear, Over 5 years, Chee Within  Over | year. Over § yeurs, Cher
1 year within within 10 years 1 year within within 10 vears
As of March 31, 2022 Syears 10 yemnt Syeams. 10y
Trade notes and oceoams ¥ 146136 ¥ o | - SLI9TE36 § - 5 - 5 -

receivable (1)

"1} Trade rotes and sceousts receivables do nol inchide ¥7.707 million ($63.172 thousand) For doabtful necownts receivables, such that payments
are il expected

For the schedule of repayment of long-term debt after the consolidated balance sheet date. refer 1o Note 10, ~Short-
Term Debd and Long-Term Debt.”

ERsecurimies
The carrving values and the fair values of held=to-maturity debl securities and the acquisition cests and the carrying
values of available-for-sale securities as of March 31, 2021 and 2022 were us follows:

Belbicns of ven
Acquastion  Canrying Differsnce
As of March 31, 2021 cosls values
Avazilable-for-sale socunties
Stocks ¥O&RD ¥ TRTIOON 23050
Dl 148,973 149,078 (%]
Toeal §F X633 ¥ 26,88 ¥ 23,155
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Millions of yen Thousands o U.S. dollars
Carrying Fair Difference Carrving FFair DI
As of March 31, 2022 values values values values .
Held-to-maturity debt securities:
Bonds ¥ 60 ¥ 60 ¥ - s 492 5 492 S -
Millions of yen Thousands of U S dollus
Acquisition  Camying Lok Acquisition Carrving ;
As of March 31, 2022 costs values R costs valies Saces
Available-for-sale securities!
Stocks ¥ 54666 ¥ 97446 ¥ 42,780 § 448,082 5 798,738 S 350,656
Other 72,187 72,247 (10 591,697 592,189 492
Total ¥ 126853 ¥ 169,693 ¥ 42840 51,039,779 $1,390,927 § 351,148
B DERIVATIVES

The Group uses derivative financial instruments to reduce foreign exchange risk and interest rate risk and to determine
cash flows.

The Group uses forward foreign exchange contracts for the purpose of mitigating future risks of fluctuations in
foreign currency exchange. Also, for the purpose of mitigating future risks of fluctuations in interest rates with respect
to borrowings. the Group uses interest rate swap contracts, as necessary. The Group does not engage in speculative
transactions as a matter of policy, limiting the transaction amount to actual demand.

Forward foreign exchange contracts are subject to risks of foreign exchange rate changes. Also, interest rate swap
contracts are subject to risks of interest rate changes.

Use of derivatives to manage these risks could result in the risk of a counterparty defaulting on a derivative contract.
However. the Company believes that the risk of a counterparty defaulting is minimal since the Group uses only highly
credible financial institutions as counterparties.

Derivative transactions are conducted in compliance with internal control rules and procedures that prescribe
transaction authority, The policies for derivative transactions of the Group are approved by the Company’s President or
Financial Officer, Transactions are approved in advance by either the C ompany’s Financial Services Division General
Manager or Treasury Department General Manager. Based on these approvals, the Treasury Department conducts and
books the transactions as well as confirms the balance between the counterparty of the derivatives contract.

The operation of the transaction is segregated from its clerical administration, in order to maintain internal check
within the Treasury Department. and is audited periodically by the Global Auditing Department. Derivative transactions
are reported, upon execution. o the Company's Financial Officer, Financial Services Division General Manager, and
Treasury Department General Manager. The consolidated subsidiaries also follow internal control rules and procedures
pursuant to those of the Company. obtain an approval of the Company, and conduct and manage the transactions
according 1o the approval,

As the important conditions concerning the hedging instrument and the hedged item are the same, it is expected that
the effects of currency and interest rate fluctuations will be canceled or restricted to a certain extent at the beginning of
the hedge and continuing thereafier, Therefore, judgment on the effectiveness of hedging is omitted.

The following summarizes hedging derivative financial instruments used by the Group and items hedged;

Hedging instruments Hedged items
Forward foreign exchange contracts Foreign currency-denominated transactions planned in the future
Interest rate swap contracts Long-term loans payable

The following tables summarize fair value information as of March 31. 2021 and 2022 of derivative transactions for
which hedge accounting has not been applied:
The amount in the contract itself does not indicale the market risk related to derivative transactions.

1) Currency related
Millions of yen
Contract ~ Thereof due  Fstimated  Valuation

As of March 31, 2021 amount  after | vear fair value  gainiloss)

Forward foreign exchange contracts:

Sell:
U.S. dollar ¥ 19875 ¥ - ¥ (604) ¥ (604)
Canadian dollar 80645 - (576) (576)
Australian dollar 10,701 - (260) (260}
Buy:
Thai haht 5,240 - [iX] 63

Total ¥ 44461 ¥ - ¥ (1377 ¥ (1377}
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Milliong of yen Theusands of U5, dollars
Contraet Theneof due  Fatimated  Vabuniion Contrset Thereof due  Estimated  Valuation
Asof March 30, 2022 mmount  afier | year  {airvalue gainiloss) amounl  after | vear  fairvalue  Bainlloss)
Farward fordign exchange contracis:
Sell:
1.5, dellar ¥ 40SST ¥ - ¥ (3,289 ¥ (1,269) £ 32435 5 - 5 (DB598) 5 (18,398)
Canadian dolls 9,177 , (614) [614) 75221 - (R 5 (5033)
Australian dollar 8,003 - (638) (638) 6636 - (5,230) 5 (5230
Bury: -
Thas haht 1,738 - 85 BE 14410 - 697 s [k
Tital ¥ 59388 § = ¥ (3436) ¥ (3 436) 5 488402 5 - 5 (Z8164) § (28.164)

2) Interest rate related
Not applicable.

The following tables summarize fair value information as of March 31, 2021 and 2022 of derivative transactions for
which hedge accounting has been applicd;
The amount in the contract itself does not indicate the market risk related 1o derivative transactions.

1} Currency related
The hedged items are mainly accounts receivable and accounts payable, and hedge accounting is based on the
principal treatment method.

Millsos of yen
Contract  Thorcof due  Estimated

As of March 31, 2021 amoant  afler | year  faar value
Forward foreign sxchange confracts
Seli:
LS. dollar ¥ - ¥ - ¥ =
Euro 230122 a (253}
Canadsan dollar 2,083 - L]
Australian dollar I 685 - i
By :
Tha bakst - = -
Tooeal ¥ 1M ¥ - ¥ (148)
Millivas of yen Thousands aof U.5. dodlars
Comtract  Thercof due  Estimaed Comtract  Thereof due  Estimared
As of March 31, 2022 amoutt afber | vear  [air value anvount  after | yenr  fuar value
Farward fareign exchange contraels:
Sell:
U S, doflar ¥ 203 % . ¥ (112 § 13033 5 - 5 (1L000}
Eurs 9,237 P (346) 75,713 . (2.835)
Canadian dollar 11,926 - (T93) 97,754 - (65041}
Augtradian dollar 9,751 - B4} TG - 16,6T2)
By !
Thas badit 1.752 - & 14,341 - 730
Toanl ¥ OM088 % - F (19%) § 28577 5 o L

2% Imserest rate related
Mot applicable,
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N INVENTORIES
Inventories as of March 31, 2021 and 2022 were as follows:
Thousands of
Millions of yen U.5. dollars
As of March 31 2021 2022 2022
Merchundise and finished products ¥ 330,109 ¥ 234,324 $ 1,920,689
Work in process 81,206 134,851 1,105,336
Raw materials and supplies 21,734 30,748 252,052
Total ¥ 433,049 X 399,923 § 3278057

EN LAND REVALUATION
As of March 31, 2001, in accordance with the Act on Partial Amendment of the Act on Revaluation of Land (Act
No.19 of March 31, 2001). land owned by the Company for business use was revalued, The unrealized gains on the
revaluation are included in net assets as “Land revaluation.” net of deferred taxes. The deferred taxes on the
unrealized gains are included in liabilities as “Deferred tax liability related to land revaluation.”

The fair value of land was determined based on official notice prices that were assessed and published by the
Commissioner of the National Tax Administration, as stipulated in Article 2-4 of the Ordinance Implementing the
Law Concerning Land Revaluation (Article 119 of 1998 Cabinet Order. promulgated on March 31, 1998). Reasonable
adjustments, including those for the timing of assessment, were made to the official notice prices.

The amounts of decrease in the aggregate fair value of the revalued land as of March 31, 2021 and 2022 from that
at the time of revaluation, as stipulated in Article 10 of the Land Revaluation Law. were ¥77,059 million and ¥72.056
million ($590.623 thousand), respectively.

[N SHORT-TERM DEBT AND LONG-TERM DEBT
Short-term debt as of March 3 1. 2021 and 2022 consisted of loans, principally from banks with interest rates
averaging 1.21% and 1.02% for the respective years.
Long-term debt as of March 31. 2021 and 2022 consisted of the following:
Thousands of

Millions of yen LS. dollars
As of March 31 2021 2022 2022
Domestic unsecured bonds due serially through 2023 to 2027
at rate of 0.30% 10 0.42% per annum ¥ 50,000 ¥ 50,000 s 409,836
Loans principally from banks, maturing through 2081
Secured loans 4,135 3,230 26,475
Unsecured loans 678,108 599,290 4,912,214
Lease obligations, maturing through 2039 22077 23,408 191,877
Other interest-bearing debt, maturing through 2026 (*) - 3,352 27475
Subtotal 754,320 679,281 5,567,477
Amount due within one vear (15,805) (67,605) (554,139)

Total ¥ 738515 ¥ 611,676 5 5,013,738

(*) Other interest-bearing debr are recorded s acerued expense and other non-current liabilities of ¥774 million ($6.344 thousand) and ¥2,578
million (321,131 thousand) . respectively. in the consolidated balance sheels.

The annual interest rates applicable to long-term loans and lease obligations outstanding averaged 1.72% and
2.13%, respectively. for obligations due within one vear and 0.71% and 3.13%, respectively, for obligations due after
one year at March 31, 2021,

The annual interest rates applicable to long-term loans and lease obligations outstanding averaged 0,72% and
2.16%. respectively. for obligations due within one year and 0.67% and 3.01%, respectively, for obligations due after
one year at March 31,2022,

ad
[C¥]
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The annual maturities of long-term debt at March 31. 2022 were as follows:

Thousands of

Year ending March 31 Millions of yen LIS, dollars
2023 ¥ 67,605 s 554,139
2024 188,874 1,548,148
2025 87,030 713,361
2026 84,454 692,246
2027 151,913 1,245,189
Thereafier 99,405 814,794
Total ¥ 679,281 5 5567877

The assets pledged as collateral for short-term debt of ¥190 million and ¥190 million ($1.557 thousand) , and long-
term debt of ¥4.135 million and ¥3.230 million ($26.475 thousand) at March 31, 2021 and 2022, respectively, were as

follows:
Thousands of
Millions of yen U.S. dollars
As of March 31 2021 2022 2022
Property, plant and equipment, at net book value ¥ 439215 % 531,553 § 4,356,992
Inventories 67422 74,018 606,705
Other 105,953 66,322 543,623
Total ¥ 612,590 ¥ 671,893 $ 5507320

Tl CONTINGENT LIABILITIES
Contingent liabilitics for guarantees of loans and similar agreements as of March 31, 2021 and 2022 were as follows:
Thousands of

Millions of ven U.S. dollars
As of March 31 2021 2022 2022
¥ 14070 ¥ 15,192 s 124,525

Guarantees of loans and simular agreements

BN OPERATING LEASES
The amounts of future minimum lease payments under non-cancellable operating leases as of March 31, 2021 and

2022 were as follows:
Thousands of

Millions of yen U 8. dollars
As of March 31 2021 2022 2022
Current portion ¥ 30| ¥ 3,301 s 27,057
Non-current portion §.932 8,921 73,123
¥ 12223 ¥ 12,222 5 100,180

Total
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NET ASSETS
Under Japanese laws and regulations, the entire amount paid for new shares is required to be designaled as common
stock. However, a company may, by a resolution of the Board of Directors, designate an amount not exceeding one
half of the price of the new shares as additional paid-in capital., which is included in capital surplus,

Under the Corporate Law (“the Law™), in cases where dividend distribution of surplus is made. the smaller of an
amount equal to 10% of the dividend or the excess, if any, of 25% of common stock over the total of additional paid-
in capital and legal earnings reserve must be set aside as additional paid-in capital or legal earnings reserve. Legal
earnings reserve is included in retained earnings in the accompanying consolidated balance sheets. Legal earnings
reserve and additional paid-in capital could be used to eliminate or reduce a deficit or could be capitalized by a
resolution of the shareholders™ meeting.

Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Law, all
additional paid-in capital and legal earnings reserve may be transterred to other capital surplus and retained earnings,
respectively, which are potentially available for dividends.

The maximum amount that the Company can distribute as dividends is calculated based on the unconsolidated
financial statements of the Company in accordance with the Law.

Cash dividends charged to retained earnings during the vear are vear-end cash dividends for the previous year and
interim cash dividends for the current year,

Stock acquisition rights as stock options are included in net assets as stock acquisition rights.

Dividends
1) Dividends paid 1o shareholders

No items to disclose.

2) Dividends with the cut-off date within the current fiscal year, but the effective date falls within the subsequent

fiscal year
Amount
{Millions of yen) Amount per Shareholders’
Resolution ({Thousands of U.S. dollars) share cut-off date Effective date
Annual general meeting of shareholders held ¥12,597 ¥20.00 March 31,2022 June 27, 2022
on June 24, 2022 $103.254 $0.16
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The stock options outstanding as of March 31, 2022 were as follows:
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Motk Options Persons Granted Number of Oplions Granied Dt of Grany Excrcise Period
2006 Steck Acquisition 8 Difrecimes(* 1] Common stock August 12, 2018 From August 23, 2016
Rights I8 Executive Officers 68,200 shires(*3) 1o Amgust 12, 2046
1017 Stock Acquisiion & Directorsi*1) Cammaon stock August 28, 2017 From August 22, 2017
Rights 11 Execufive Officers 72200 shares{*3} to Augnst 21, 2047
2008 Steck Acquisition 8 Directors(*1] Common stock August 20, 2018 From August 21, 2018
Rights 10 Executive Officers 89,700 shares(*3) 1o August 20, 2048
2019 Stock Acquisition & Directors(*2) Common stock Augusi 20, 2019 From August 21, 2019
Rights 19 Esccutive (ificers 104,700 shares|*3) to August 20, 2049
and Fellow
1020 Sieck Acquisition & Direciors(*2) Common stock August 15, 2020 From August 19, 2020
Rights 21 Executive Officers 113,300 shares(*3) e August |18, 2050
and Fellow
1021 Srock Acquisition T Directors{*1) Camman stock Amgust 17, 2021 Fram August 18, 2021
Rights 19 Executive (Hficers 124,006 sharesi*3) to Augast 17, 2050
and Fellow

(*1) Except for outide durccion

1*2) Excepa for disectors who ase the Audit and Supervisory Committoe members and ousside directors

{*3) Convested inte aumber of diares

The stock options activities for the year ended March 31, 2022 were as follows:
2014 Stock 2007 Sk 2018 Srock 2009 Boxck 20 Swck 2021 Sk
ACquikitsm Aggasition Acquiniion Acipuitiman Acquasition Acqursiie
Rights Rights Rights Rights Raghts Bighta
Foe the year ended March 31, M22 (Shares) {Shares) {Shares) {Shares) [ Shases) (Shares)
Nom-vested:

Sach 21, 2021 - Chaisiamding ~ = - = - —
Graned - - - = - 124,008
Forfeited - - - - - -
Visled - - = = - 124,000

Alarch 31, 2022 - Dwistanding = . = = = -

Vesied:

March 31, 2021 - Cwisanding 4%, 500 S6,800 TH, 900 B4, 700 233,300 -
Veslad - N . - . 124, W0
Enercised 110,160 9,504 12,000 16,100 31500 -
Canceled - ~ = * - =

Sfarch 31, 2022 - Outstanding AR.R00 S7 A0 &, S0 BE GO 150,500 B2, 0HMp

Price of Stock Cptwons
Exercise pnce & 1 ¥ [} ¥ 1 ¥ 1 ¥ | ¥ 1
5 om £ bm 5 i 5 0 5 0 5  o0m

Weaghted average stock price ¥ ED ¥ 9480 ¥ 9480 ¥ 9480 ¥ 9480 ¥ B
Ak exeTeiie 5 74 5 7.8 5 T4 5 74 5 T.8 5 -

Fair value price at prant date ¥ 1327 ¥ L3 ¥ 107 ¥ G0 ¥ 41% ¥ HEg

5 1058 5§ 1095 ] 5 53 5 340 5 19
The assumptions nsed fo measure the fnir value of 2121 Ssock Acquisition Rights
Estimaste msthod: Black-Scholes option pricing model
Valanility of stock price Ja.EBIT
Estemiated remaining calslanding peveod: 5 years
Estimated dividend: ¥ - pershire
Rask-free imierest rape. (L) S
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REVENUE RECOGNITION
BREAKDOWN OF REVENUE
The Group's revenues consist primarily of revenues recognized from contracts with custoners, and revenues
generated from sources other than contracts with customens are insigniticant. Accordingly, in the consolidated
stalements of operations. net sales are not presented scparately from revenues recognized from contracts with
customers and revenues generated from sources other than contracts with customers. The following table shows
revenues recognized at a point in time, such as product sales or mainténance services, and revenues recognized over
time based on contract period. for each of repontable segments.

Millions of ven
Repartable Segenems
For the vear ended HNoath Diher
March 31, 222 Jajuin AdEeTich Enope HrcHs Tosal
Timing of fevenin recogmiticn
Revenue recogniesd a1 a podat in time ¥ 15893 ¥ 1196822 % 538025 ¥ 27384 N 3107.9%
Revenue recognized cver time 64 LE T 1,374 672 12,355
Totnl ¥ 16357 ¥ 1,206667 ¥ 53900 W 557926 ¥ 3110040
Thosizands of U 5, glollsrs
Reportable Sepments
Far the year ended Morth Cither
March 31, 2032 Jupan Amenca Europe Arens Total
Timeng ol revense recognition
Revenue recogmized al & poind in tme 5 AG8TEIE S O8I00I6 5 AA10M] S5 4567656 5 215475361
Revente recogmized over time 3503 80,607 1262 5208 100,270
Total 5 6691451 5 9590713 5 4421303 5 487164 5 15576631

BASIC INFORMATION FOR UNDERSTANDING REVENUE
For details on Basic information for understanding revenue, refer to “Revenues™ under Note 2. “Summary of
Significant Accounting Policies.”

INFORMATION FOR UNDERSTANDING THE AMOUNT OF REVENUE FOR THE CURRENT AND
SUBSEQUENT PERIODS

L) Contract Balances

Receivables from contracts with customers and contraet liabilitics as of March 31, 2021 and 2022 were as follows:

Mhousands of
Millions of yen LS. dodlars
As of March 31 Mz 2022 2022
Beceivatides from contracts wilh custamers ¥ 123,896 & 146,136 51,197,836
Cuomnract hiabilines 52,530 83,710 086,148

{*1} In the consolidated balance sheet, receivables from contracts with eustonses afe includsd i *“Trade notes and accounts recenvable,” and
comract |inbalities are included i “Other cusrent [iabdlimes ™

(=23 Contract liabilities consast maimly of sdvances recerved related to product sales and deferred revenue related to Connected Services. O the
ameun| recognized 5 revenis in e custent fiscal vear, the amount included in (he contract liabdlizes balasnce & the beginming of the peeiod
was ¥ 24,913 nalhan ($204 205 thousand)

2) Transaction price allocated to remaining performance obligations
The total transaction price allocated o unsatistied (or partially unsatisfied) performance obligations and the
breakdown by period in which revenue is expected 1o be recognized as of March 3 1. 2022 were as follows:

Thanssands of
Mullions of yen U5, dollars
As of March 31 1022 012
Within 1 yeat ¥ 10,778 5 186,680
Ower | yons 28,380 32,623
Tial ¥ 51,158 5 419,303

Please note that the above amounts do not include information on remaining performance obligations that have
original expected duration of one vear or less, applying the practical expedient. There are no material amounts not
included in the transaction price in the consideration arising from contracts with customers.

1]
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m SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
The major items and amounts included in “Selling, general and administirative expenses” in the consolidated
statemens of operations for the years ended March 31, 2021 and 2022 were as follows:

Thousands of
ShiMicns of yen L5, dollags

For the yeass ended Mazch 31 2021 e 2022
Adverlising expenses ¥ 92,560 ¥ 79,308 § 680,066
Freight and packing expenses 43,783 55,763 455,074
Reserve for wamanty expenses 33,130 26,464 216018
Sakarses and wapges 115,880 120,033 992,893
Retiremint benefit expenses 6,451 3888 31,5869
Besearch and development costs 127432 134,62 1,103,455
Provisios for loss an compensation for damage - 11,500 4,262

Rl RESEARCH AND DEVELOPMENT COSTS
All rezearch and development costs are included in selling. general and administrative expenses. The research and
development costs for the vears ended March 31, 2021 and 2022 were as follows;

Thossands of
Millions of yen U dallars
For the vears ended March 31 321 W2 2022
Rescarch and development casts ¥ 127432 ¥ 134,622 5 1,103,459

BB} 0 THER INCOME {EXPENSES)
The components of “Other, net” in Other income/f(expenses) in the consolidated statements of operations for the years
ended March 31, 2021 and 2022 were a5 follows:

Thansands of
Millions of yen 1.5, dollars

For the years ended Mareh 31 21 102 022
Renial income ¥ 1682 & 1,634 1 13,393
Lags o sale of recervables 1591 (232) (7639
Forcign exchange pain/{loss) 16,062 30,285 148,262
Taxes and dis - {2,387} {19.566)
Loss on sabes asd reticeinent of property, plant and eqaipment, el (4,563) {4601 {37.70:8)
fmpairment Joas (Mote 19) (1,355) (691} 15,664
Loda on disaster - (1.563) (12,811)
Lo e production smspension and others dise 1o The novel poromavins (1) i My A {5.861) [TLAR)
Ciain on sale of imvesmment secunities Joa - -
insusance clam ipoome - 1,0 B2T0
Gain on change in equety (*2) - 447 mam
Other {1,254) {4.701) 138,615)

Teaal ¥ 110,379 ¥ 13,233 5 108,466

{*1) Lods on production suspension snd athers due to the novel cosonavirus for the vesrs ended Yiarch 31, 2021 nepresents the fixed com dusiig
the production suspensica due bo the inmpact of the povel comanavirus This exiracrdinary ks was due to the periad duning which oversens
production bases were shul down at the requess of the government and the effects of govermmuents declaring smerpencies and akiag
mieasuies 1o prevent the spread of isfection by limiling econromic activitics.

Lisis om production suspension and others diss 10 (he novel corveavings Bor the years ended March 31, 2022 represends the fixed cost
during the redisction of pradution dae to the impact of the pandemic. This exirvordinary loss was caused by shortages in the supply of
parts assaciated with the ousbienk of the pandanic i Southeas! Asia, where suppliers cestrocted ilieir opernlions = the request of
BOvernmenis

{*2) Gain on change 10 equity represents the profit fom the change in equity resalting from the capital inerease of Changan Muzda Automobile
Co., Lid. [CMA). affilisted company acconnted for using equily nsethod

As China EAW Corporaion Limited (FAW ) panicipated in and won ile bed for a capital increase propect mmplemented by CMA in
Anigpust 3020, CMA has became a pomt venture company: {new CAIA) that are owned by the Campany, Chongging Changan Ausomibile
Co, Lid ¢CA) and FAW, The Company end CA each own 47,5 percemt of new ChlAs shanes while FAW owm & percent
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EER 1 MPAIRMENT LOSS
Details of impairment losses for the years ended March 31, 2021 and 2022 were as follows:

For the year ended March 31, 2021

Parpase of use Laocation Type of asscis Millioas of yen
ldle nsets Stse ol Calilfonia, Buitdings and strucenes, ¥ 24
(Sales facilives) LS.A e Machinery. equipmvent and viehiches, eoc
e assets Haroshima Prefecture, Machinery., equipnent amd velsicks, wic
| Production Japan, eic S0b
Eacilitigs)
Assets held Tobovi Metropolis. Baildings and structares, Land 100
For sales lapan, et
Tl ¥ I,355
For the vesr ended March 31, 2022 Thousands of
Puspose of use Lascation Type of gssets Mallians of yen L8, dedlara
[dbe asgers Fukuoks Prefecture, Buildings sad stroctures, " 20 . -
{Sales Racilines Jupan, et Machinery, equipment and vehicles
Tl ;s Hiroshima Prefectinre. Haildings aed staclanes, 87 3081
{ Progdiesction Japan, el Machinery, equipmeent and vehicles, ¢fc
facrhinies)
Tolal ) &0 5 5,6l

The Group principally groups its long-lived assets al each operating company level and assesses whether indicators off
impairment exist. [dle assets, assets held for leasing, and assets held for sake, however, ane asséssed individually,
The recoverable amounts of these assets were measured at their net realizable valoe.

E 0THER COMPREHENSIVE INCOME/(LOSS)
The following sable presents reelassification and wx effeets allocated to each component of other comprehensive

income for the vears ended March 31, 202 ] and 2022,
Thausznds of

Millioas of yen 1S, dellars
¥ thse vears ended March 31 03| 012 2022
et unrealized gain(bogs) on available-tor-sale secuntics
Anvoumts ansing duning the fiscal vea ¥ 19571 ¥ 19,759 5 161,959
Heclasssfication sijusimenls Rl . -
Subtotad belove lax 19.501 19,75% 16195
Tax effecy (5.747) (0450 {4%.550)
Balance a1 end of pened 13,754 [N 112369
Deefierred gainafibosses) on hedges
Ansounts areting during the fiscal vear (2:15%) {5.084) (41,672
Rexkaisification adjustrments 1,375 3,443 18,221
Subsotal before 1ax (7E4) 10.641) {13451y
Tax effect 218 L] 4,008
Balance ai end of period (545Y (L0141} (9.352)
Forgign cumency rranslation adjustment
Amosmnts arising during the fiscal year 190694 10,909 171,385
Adjustments for retirensent bemefits
Amounts arising dunng the fiscal yesr I7.864 14,235 116,680
Heclassafication adjustments 4,182 (1,382) {10,328
Subtotal before fax 32,046 12,653 105352
Tax effect 9,662 {4,046} (330641
Balamce at end of peniod 21384 AA07 TLIEY

Share of other comprehensive incomer{loss} of affilates accounted for
using equaty methad
Ansounts ansing duniag the fiscal year (2.785) LA 41,803
L]

Rechagsification adjustneents ) 2 hd
Balance at the eind of pervad {2.780] 5,192 41557
Total ciber comprebonsive income{lpss ) L) 52511 N 47476 § 30,048
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EREMPLOYEES' RETIREMENT BENEFITS
The Giroup has contributory defined contribution and defined benefit plans, and non-contributory defined benefit
plans,
For the aceounting policies for retirement benefits, refer to “Emplovess” Retirement Benefits” under Note 2,
“Summary of Significant Accounting Policies™,

Reconciliations of beginning and ending balances of the retirement benelit oblipations and the plan nsseis for the
vears ended March 31. 2021 and 2022 were a5 follows:

Thousands of
Millbons of yen LS. dollars
Foe thse vears ended March 31 el ] | 2022 2022
Mipvemenis in retirement benefil obligations:

Balance a1 beginming of vear ¥ A53eT ¥ 356,440 5 1921548
Service cosl 13,343 13,253 108,531
Enterest cost a1 1,049 4,172
Aciuarial differences 48 {11,163) (91,500}
Hemefits pad I 16,828) (20,252) {166,000
Pasa service costs E] (6,733) (55.189)
(her 30m 4044 33 68

Balance a1 end of year ¥ o4l ¥ 138,639 5 LTS

Thousands of
Mlillions of yen U5 dallars
For the years endded Masch 31 2021 2022 2022
Alovements in plan asses

Balancs ai begimning of vear ¥ 281551 ¥ 3150482 5 1556082
Expected retarn on plan assels 4,930 5001 45.45)
Actzanal diflerences 28 486 (3,066} (25031)
Conmbatices paid by the emplover 8230 THSR 64,410
Benefits pasd 112,635 {14,864} (HI8.574)
[ther 1519 3819 31303

Balance at end of year ¥ ETEN s 5 1,566,541

The reconciliation of the retirement benefit obligations and plan assets to the liability and asset for retirement
benefits recognized in the consolidated balance sheets as of March 31, 2021 and 2022 was as follows:

Thousands of
Millioas of yen 15, doflars
As of March 31 2021 fiLhk] 2002
Funded retiremsent benefic obligations ¥ Mo ¥ 312,887 §  Ledasls
Man nssets (313,062) (31 3,118) (2.566,541)
Suhtotal 17,132 B,760 E0.074
Unfanded retirement benefit obligations L6, 147 15,753 129,018
Total met Liabikity (azser) for retivement beacfits necognized in
consodidated balance theets 43,379 15521 9,189
Leabiliny for retareameni bemclils §0,039 13,433 274,041
Astet for retirement bemefits (s, e {T52) (64.832)
Todal net habiliny (asset) for retirement benefies recopnazed in
consolidsed balance sheens ¥ 43379 ¥ 15,521 5 209,189

w
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The profits and losses related to retirement benefits for the vears ended March 31, 2021 and 2022 were as follows:

Thousands of
Millzons of yen U5 dollars
Far the years ended March 31 2021 1022 2022
Service cost ¥ 13343 ¥ 15,253 5 108,631
Ingeress cost A LF] 049 4.072
Expecred setuem o plan assets (4,5930) (3911) [48.451)
Actuaral s iferenves amonicaion 4774 {THE) {6,443)
Pasl service cosis amostization 1592) (59a) [ER L1
Oiber 23 (1] B2
Seversnce and retirement bemefit expenses ¥ 153500 ¥ 9008 H T3 844

Note: For ihe yeurs ended Mach 31, 2020 and 2022, accrsed pension eoals retsted (o defined contribution plans wese charged 1o meome as ¥
3426 mallion snd ¥3.412 mullion (327967 chousand), respectively. This ¢ost 18 nol inchuded in ihe above

The breakdown of items of adjustments for retirement benefil (before tax) recognized in other comprehensive
income for the years ended March 31, 2021 and 2022 was as follows:

Thousands of
Bfulbioais ol yen 115, dodlars
For the vears ended March 31 2021 012 012
PPast service costs L) (5571 ¥ wi37 H 50,303
Actuanal differences 32641 6,716 55049
Toinl ¥ el 20 12,5853 3 105,351
The breakdown of items of accumulated adjustments Tor retirement benefits (hefore tx) recognized in
accumulated ather comprehensive ineome os of March 31, 2020 and 2022 was as lollows:
Thousands of
Ahillions of yen Ll 5. dollars
Az of March 31 2] 013 022
Past sesvice costs that are vet vo be recogrized ¥ 172 ¥ 8240 8 72353
Actuarial differences that are el to be recognized (1499} 327 26,349
Total ¥ {787) ¥ 12,06t 3 98902

The breakdown of plan assets by major category as of March 31, 2021 and 2022 was as follows:

As of March 31 02| 1022
Bands A6 41%
Faquiry securities 29% 9%
Cheneral aceounts of the life msurance companies 15% 6%
Oxher (] 13%
Toeal 100% 100%%

The: major items of actuarial assumplions for the vears ended March 31, 2021 and 2022 were as follows:

For the vears ended March 31 2021 022
ERseonm rate Primasily 0.7% Drimarily 0L9%
Losg-tesen. expected mie of return Primarily 1.5% Primaclly 1.5%

To determine the long-term expected rate of retum on plan assets, the Company considers current and expected
allocation of the plan assers, as well as current and expected future long-term retums on various assels constinting
the plan assets,
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EEN 1 NCOME TAXES

The elfective tax rate reflected in the consolidated statements of operations for the years ended March 31, 2021 and

2022 differs from the statutory tax rate for the following reasons.

For the years ended March 31 2021 L

Samlwtony Ly rabe g% 305 %
Faneign withhuolding b Nal% A1%
Unrecognered tax effect o umgalized gatns TR 0.8 %
Retsined eamings in subsidiarics and affiliates {30034 03 %
Equaty in net income of affiliated compantes {916 (0.5)%%
Defferemt tax rates applied vo forengn consolidmed subsidiaries {101 8% (1A%
Valuanos allowanés 1.7220% (8.5)%
Tax system differences for foeeipn consodidated sabsidianes [60.21% -
her [E e d b3 %

Effeciive tax fate 155857 % 6.7 %

Deferred tax assets and liabilities reflect the estimared tax effects of loss carryforwards and accumulated temporary

differences between agsels and liahilitics for financial accounting purposes and those for fax purposes.

The significant components of deferred tax assets and lisbilities as of March 31, 2021 and 2022 were as follows:

Thowsands of
Millions of yen LI 8. diodlars
Agof March 31 2021 02z 2032
Deforred tax assets
Acerued bonisses pnd oflver reserves W Mo ¥ 51.31% 5 420,730
Tax loss casrylorwands (*2) 43264 15,449 126,631
Invenzory, ele 10570 12,664 103,503
Laabalily for retirement benefily 13,6000 10,329 H4,664
Excess of depreciation iTgs 1931 nan
Provisice for boss on compensatson for demage - 3,503 LT3
Axset retiremend abligations 1,584 1,628 13,344
Allowanze for doubitful recervables 198 1,617 13,254
Impairnsent lioss 1.7 1,345 11,025
Accrued business mx o2 1164 0540
Foreign tax credit cairy forward 200 553 4,533
Valuatios lois on imvesiment seouribe. oic. 3% 425 3484
ber 45,192 49,268 403,844
Toaal 182,217 153,206 1,255,787
Valuation allowance fee tax loss camvforwaris (2] (38,549 {1LE15) (1050411
Valuanen alfowance for deductible temparary dilferences. el {49,796) (63.400) (S19680)
Tonal valustion albowasce (*1) (88.345) {T6.216) {624,721)
Tiral deferred tax xssas 93.872 76,990 631,066
Deferred inx inbilitves
Retzined earnitigs 1n subsidianies and aililiazes [13.332) (13,846) (1134925
Nef wnrealized gain on avaslable-for-sale securiies (7,073 (13,1100 (1075415
Eifect of exchange rate flactaations on foreign subsidianics (10,168) (8.940) {73279
Agiet for cetarensent bewefits [2.990) (3,025) (24,795
(nkier [543y (7.761) (63,615
Total deferned rax labilities (39,226} (46,692} (382,722)
Net deferred tax assets ¥ 4686 ¥ 30,298 5 4834

1*1) Valustion allowance decreased by ¥12,120 milkice (599 418 thousand ). This decrease was niinly resulied from the deciease in tax Joss

camryforward on the Company aed ifs assocated valuation aflowsnee
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(*2) Tax loss carryforwards and their deferred tax assets by expiration periods are as follows:

Millions of yen

Tax loss Valuation Deferred
carry forwards allowance [ax assels

As of March 31, 2021 (a)
2022 ¥ 149 ¥ - ¥ 149
2023 - - -
2024 E 3 2
2025 - - -
2026 - = =
Thereafier 43,115 (38,549 4,566

Total ¥ 43264 ¥ (38,549) ¥ 4,715 (b)

Millions of yen Thousands of U.S. dollars
Tix loss Valuation Deferred Tax loss Valuation Deferred
carryforwards  allowance tax assets carryforwards — allowance tax assers

As of March 31,2022 (a) )
2023 ¥ - ¥ - ¥ - b - § - 5 -
2024 - - - - - -
2025 - - - - - -
2026 - - = - 2 .
2027 - 2 = = = &
Thereafter 15,449 (12,815) 1,634 126,631 (105,041) 21,590

Total ¥ 15449 ¥ (12,815) ¥ 2,634 (c) § 126,631 §  (105,041) § 21,590

(a) Tax loss carryforwards are after multiplying the statutory tax rate,

(b} Deferred tax assets of ¥4,715 million were recognized for tax loss carryforwards of ¥43,264 million (amount multiplied by the statutory tax rate).

No valuation allowance was recognized for the tax loss carryforwards, which were determined to be recoverable based on expected future taxable

income.

(¢) Deferred tax assets of ¥2,634 million ($21,590 thousand) were recogmized for tax loss carryforwards of ¥135 449 million (amount multiplied by the
statutory tax rate; $126,631 thousand). No valuation allowance was recognized for the tax loss carryforwards, which were determined to be
recoverable based on expected future taxable income.

(d) Gross deferred rax assets before being offset by deferred tax liabilities were ¥76,990 million ($631,066 thousand), Of this, the Company's deferred
lax assets were ¥28,522 mullion ($233,787 thousand).
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PRE SEGMENT INFORMATION
SEGMENT INFORMATION
OVERVIEW OF REPORTABLE SEGMENTS
The reportable segments of the Group consist of business components for which separate financial statements are available.
The reportable segments are subject to periodical review by Board of Directors meetings for the purpose of making
decisions on the distribution of corporate resources and evuluating business performance.

The Group is primarily engaged in the manufacturing and sale of passenger and commercial vehicles. Businesses in
Japan are managed by the Company. Businesses in North America are managed by Mazda Motor of America, Inc. and the
Company. while businesses in Europe are managed by Mazda Motor Europe GmbH and the Company. Areas other than
Japan, North America. and Europe are defined as Other areas. Business deplovment in countries in Other areas are
managed in an integrated manner by the Company as one management unit. Accordingly. the Group consists of regional
segments based on a system of managing production and sale. As such, Japan, North America, Europe, and Other areas are
designated as 4 reportable segments.

CALCULATION METHODS TSED FOR NET SALES, INCOME OR LOSS. ASSETS, AND OTHER ITEMS ON EACH
REPORTABLE SEGMENTS
Accounting policies of the reportable segments are the same as those noted in Note 2, * Summary of Significant
Accounting Policies™,

Inter-segment sales and transfers are based on markel prices.

NET SALES. INCOME OR LOSS. AND ASSETS BY REPORTABLE SEGMENTS
Net sales, income or loss, and assets by reportable segment for the years ended March 31, 2021 and 2022 were as

follows:
Millions of ven
Reportable Segments
As of and [or the year ended Nurth Other Adjustment  Consolidated
March 31, 2021 Japan America Europe areas Total 1*1) (*2)
Net sales:
Sales to extemnal customers ¥ Bo69T7 ¥ 1027856 ¥ 490134 ¥ 497099 ¥ 2882066 ¥ - ¥ 2882066
Inter-segment sales and transfers 1,464,574 252,611 19,600 57.664 1.794 449 (1,794.449) -
l'otal 2,331,551 1,280,467 509,734 554,763 4,676.515 (1.794.449) 2,882,066
Segment income/{loss) - (64,724) 40477 10,002 17,761 isl6 5,304 8,820
Segment assets: 2,343 476 449287 198,115 354,802 3,345,680 (428,266) 2917414
Other items;
Depreciation and amortization 59,723 19,345 4,574 6,123 89,765 - 89,765
Impairment losses 842 467 3l 15 1355 - 1,355
Investments in affilbated companies
on the equity method 32012 5,230 2444 8776 123062 - 123,062
Increase in property, plani and
eyuipment and intangible assets 64,238 24,892 2,063 1,779 92972 - 92,972
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Millions of ven
Reportable Sepments

As of and for the year ended North Other Adjustment  Consolidated
March 31, 2022 Japan America Europe areas l'otal (*1) *2)
Net sales:
Sales to external customers ¥ 816357 ¥ 1206667 ¥ 539399 ¥ 557926 ¥ 3,120,349 ¥ - ¥ 3,120,349
Inter-segment sales and transfers 1,728,336 235,361 20,935 54,123 2,038,755  (2,038,755) -
Total 1,544,693 1,442,028 560,334 612,049 5,159,104  (2,038,755) 3,120,349
Segment income/(loss) 85,700 (9,485) 14,888 16,542 107,645 (3,418) 104,227
Sepment assets 2,395,667 525,662 185,391 363,852 3,470,572 (502,424) 2,968,148
Other items:
Depreciation and amortization 56,664 22,101 5,008 6,418 90,281 - 90,281
Impairment losses 627 64 1 (48] 691 - 691
Investments in affiliated companies
on the equity method 33,424 - 1414 86,101 121,939 - 121,939
Increase n property, plant and
equipment and intangible assets 92,763 46,287 1,369 3913 144,332 - 144,332
Tl Is of U S. dollars
Reportuble S
As of and for the vear ended North Other Adj Consolidated
March 31, 2022 Japan America Europe areas Total *1) (*2)
Net sales:
Sales to external customers 5 6,691,451 5 9,890,713 § 4421303 S 4,573,164 $25576,631 § - §25576,631
Inter-segment sales and transfers 14,166,689 1,929,189 171,598 443,631 16,711,107  (16,711,107) -
Total 20,858,140 11,819,902 4,592,901 5,016,795 42,287,738 (16,711,107} 25,576,631
Segment income/(loss) : 702,459 {77,746) 122,033 135,590 882,336 (28,016) 854,320
Segment assets; 19,636,615 4,308,705 1,519,598 2,982,393 28,447,311  (4,118,229) 24,329,082
Other items:
Depreciation and amortization 464,458 181,156 41,787 52,607 740,008 - 740,008
Impairment losses 5,139 528 8 (8) 5,664 - 5,664
Investments in affiliated companies
on the equity method 273,967 - 19,787 705,746 999,500 - 999,500
Increase in property, plant and
equipment and intangible assets 760,353 379,402 11,221 32,073 1,183,049 - 1,183,049

1*1) Notes on adjustment:

(1) The adjustment on segment i (loss) is el ions of inter t transactions.
(2) The adjustment on segment assets is mainly eliminations of inter-sey recervables and payables,

(*2) The segment income/{loss) is reconciled with the operating income in the consolidated statements of operations for the vears ended March 31, 2021
and 2022.

The segment assets are reconciled with the total assets in the consolidated balance sheets as of March 3 1,2021 and 2022,

Note: As described in Note 4, “Accounting Changes,” the Group has “Accounting Standard for Revenue Recognition™, et. effective from the beginning
of the fiscal year ended March 31, 2022 and changed the measuring method of segment income or loss. As a result, for the fiscal year ended March
31,2022, net sales of Japan segment increased by ¥15.881 million ($130,172 thousand) and North America segment decreased by ¥57.884 million
(5474459 thousand), and segment i of Japan inereased by ¥4,561 million (537,385 thousand). compared with the previous method.

-

ASSOCIATED INFORMATION
INFORMATION BY GEOGRAPHIC AREA
The sales information by geographic area for the years ended March 31, 2021 and 2022 was as follows:
Thousands of

Millions of yen U.S. dollars

For the vears ended March 31 2021 2022 2022
Japan ¥ 394490 ¥ 569,568 § 4,668,590
us.A 792,024 977,816 8,014,885
North America (Excluding 11.5 A} 232,870 229,224 1,878,885
Europe 498,037 540,550 4,430,738
Other areas 764,645 803,191 6,583,533
Total ¥ 2882066 ¥ 3,120,349 §25,576,631

Sales are categorized by the countries or regions based on the customers’ locations.
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The property, plant and equipment information by geographic area as of March 31, 2021 and 2022 was as follows:
Thousands of

Millions of yen U.S. dollars

As of March 31 2021 2022 2022
Japan ¥ 861,731 ¥ 890,152 5 7,296,328
Mexico 95,071 89,655 734,877
MNorth Amenica (Excluding Mexico) 45,075 92,545 758,566
Europe 16,924 18,811 154,189
Other areas 55,767 55,553 455,351
Total ¥ 1,075,168 ¥ 1,146,716 5 9,399,311

EXN RELATED PARTY TRANSACTIONS
There were no transactions with related parties to be disclosed during the years ended March 31, 2021 and 2022,

For the year ended March 31. 2022, important affiliates were Changan Mazda Automobile Co.. 1.td. and Mazda Toyota
Manufacturing, U.S.A., Inc.. and the summary of their financial statements used in the calculation of the equity in net loss
of affiliated companies was as follows:

Thousands of

As of and for the year ended March 31, 2022 Millions of yen LS. dollars
Total current assets ¥ 198,351 § 1,625,828
Total non-current assets 178,011 1,459,107
Total current liabilities 225,768 1,850,558
Total non-current liabihties 97,065 795,615
Total net assets 53,529 438,762
Net sales 320,873 2,630,107
Net loss before income taxes (12,135) (99,467)
Net loss 117.434) (142,902)
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INDEPENDENT AUDITOR’S REPORT
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Independent auditor’s report

To the Board of Directors of Mazda Motor Corporation:

We have audited the accompanying consolidated financial statements of Mazda Motor Corporation
{(*the Company™) and its consolidated subsidiaries (collectively referred to as “the Group™). which
comprise the consolidated balance sheet as at March 31, 2022, the consolidated statements of
operations, comprehensive income. changes in net assets and cash Mows for the vear then ended . and
notes, comprising a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2022, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally aceepted in Japan. Our
responsibilities under these standards are further described in the Anditor s Responsibilities for the
Audit of the Consolidated Finaneial Statements section of our report. We are independent of the Group
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Maiters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Approprigtencss of managemoent’s judgment on the recoverability of deferred iy assets of

Maeda Motor Corporation

The key audit matter How the matter was addressed in our audit

! e ———

Mazda Motor Corporation (hereinafter, the
“Company™) and its consolidated subsidiaries
recognized deferred tax assets of ¥37,256 million
on the consolidated balance sheet for the current
fiscal vear, As described in Note 22 “Income
Taxes” to the consolidated financial statements, | (1) Internal control testing
the amount of gross deferred tax assets before

The primary procedures we performed to assess
| the appropriateness of management’s judgment on
| the recoverability of deferred 1ax assets of the
| Company included the following:
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| being offset by deferred tax liabilities amounted to

| ¥76.990 million. Of this, the amount of deferred

| tax assets of the Company in its standalone

| financial statements was ¥28.522 million, which
accounted for approximately 1% of total assets in

| the consolidated financial statements,

| Deferred tax assets are recognized for tax loss
carryforwards and deductible temporary

| differences to the extent that they are expected to
reduce the amount of future tax payments,

As described in Note 3, ““Significant Accounting
| Estimates” to the consolidated financial
statements, the estimated future taxable income,
which was used to assess the recoverability of
deferred tax assets, was based on the next year's
budget prepared by management. Accordingly. it
included significant assumptions involving
estimation uncertainty, such as the prospects for
consolidated wholesales volume assuming a
certain business environment that incorporated the
effects of novel coronavirus, the shortage of
semiconductors, etc., the results of unit selling
| price improvement measures, the effects of rising
raw material prices, as well as transaction prices
between the Company and its U.S. subsidiary
which required management judgment.

We, therefore, determined that our assessment of
the appropriateness of management’s judgment on
the recoverability of deferred tax assets of the
Company was the most significant matter in our
audit of the consolidated financial statements for
the current fiscal year, and accordingly, a key
audit matter.

We tested the design and operating
effectiveness of the Company’s certain internal
controls over the estimation related to the
recoverability of deferred tax assets. In the
assessment, we focused our testing on the
internal controls relevant to management’s
assessment of the appropriateness of the
estimation related to consolidated wholesales
volume, unit selling price improvement
measures, the effects of rising raw material
prices, as well as transaction prices between the
Company and its US subsidiary, which were
especially important in the next year’s budget.

(2) Assessment of the estimation included in the
| next year's budget

We assessed the precision of management'’s
estimates by comparing the previous years’
budgets with the actual results and analyzing
the causes of any variances. Then we inquired
of management regarding key assumptions
included in the next year’s budget to assess the
appropriateness of those assumptions. In
addition, we performed the following
procedures, among others:

inspected production forecast reports issued
by external research organizations and
assessed the appropriateness of the
assumption of the consolidated wholesales
volume included in the next year’s budget to
evaluate the feasibility of the production plan
included in the next year’s budget;

compared the assumptions related to the unit
selling price improvement measures included
in the next year's budget with the results
from the improvement achieved during the
most recent accounting period;

compared the assumptions related to the
effects of rising raw material prices included
in the next year’s budget with price forecast
reports issued by external research
organizations; and

assessed the appropriateness of management’s
estimates of transaction prices between the
Company and its U.S. subsidiary included in the
next year's budget by involving a tax specialist
within our network firms.
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The other information comprises the information included in the Financial Report 2022, but does not
include the consolidated financial statements, the financial statements, and our auditor’s reports
thereon. Management is responsible for the preparation and presentation of the other information. The
audit and supervisory committee is responsible for overseeing the directors” performance of their duties
with regard to the design, implementation and maintenance of the reporting process for the other
information.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit. or otherwise appears
to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of Management and the Aundit and Supervisory Committee for the Consolidated

Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

The audit and supervisory committee is responsible for overseeing the directors® performance of their
duties with regard to the design, implementation and maintenance of the Group’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of our audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
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error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, while the objective of the audit is not to express an
opinion on the effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

+  Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However. future events or conditions may cause the Group to
cease to continue as a going concern.

* Evaluate whether the presentation and disclosures in the consolidated financial statements are in
accordance with accounting standards generally accepted in Japan, the overall presentation,
structure and content of the consolidated financial statements, includin g the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

' Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the audit and supervisory committee regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide the audit and supervisory committee with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the audit and supervisory committee , we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extrem ely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year
ended March 31, 2022 are presented solely for convenience. Our audit also included the translation of
yen amounts into U.S. dollar amounts and. in our opinion. such translation has been made on the basis
described in Note | to the consolidated financial statements.
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Interest required to be disclosed by the Certified Public Accountants Act of Japan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of
the Certified Public Accountants Act of Japan.

/S/ Satoshi Yokosawa
Designated Engagement Partner
Certified Public Accountant

/S/ Atsushi Nagata
Designated Engagement Partner
Certified Public Accountant

/S/ Takuya Morishima
Designated Engagement Partner
Certified Public Accountant

KPMG AZSA LLC
Hiroshima Office, Japan
August 10, 2022

Notes to the Reader of Independent Auditor’s Report;

This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the
Company and KPMG AZSA LLC.
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MANAGEMENT POLICY, BUSINESS ENVIRONMENT, ISSUES TO BE ADDRESSED, ETC.

1. Basic Policy of Company Management
Mazda Motor Corporation (hereinafter “Mazda™ or “the Company ™) has established the following
Corporate Vision in an effort 1o earn the trust of customers and other stakeholders and to be a brand that
they will continue 1o choose, and also to pursue business activities in a unified manner:

We love cars and want people to enjoy fulfilling lives through cars,
We envision cars existing sustainably with the earth and society,

and we will continue to tackle challenges with creative 1deas.

I. Brighten people's lives through car ownership.
2. Offer cars that are sustainable with the carth and society to more people.
3. Embrace challenges and seek to masier the Doh (*Way™ or “Path™} of creativity,

2. Business Environment and Issues to be Addressed
i1} Medium-term Management Plan (Fiscal year ended March 2020 through Fiscal year ending
March 2026)
To guide Mazda through this key period of transformation. and achieve sustainable growth, the Company
has formulated a Medium-term Management Plan in accordance with “Mazda's uniqueness of co-creating
with others,” our core policy, and is steadily implementing ininatives under this plan.

Medium-term Management Plan Key Initiatives
W Invest in brand value improvement
- Invest in unique products, technologies. production, and cusiomer experience -
- Continued investment with further efficiency and leveling
- Staggered launch of new products/derivatives at planned intervals
- Continued product upgrades
B Curb expenditure thai depreciates brand value
B Accelerate fixed cost/'cost reductions to lower break-even volume
B [nvest in areas where we need to cateh up and start investing in new areas
B Enhance alliances (CASE*!, new parinerships)
We will strive to achieve strong growth by leveraging the assets we have built to date and accelerate
efforts 1o achieve a resilient management structure capable of withstanding major changes over time. With
our sights set on 2030 to realize the Company’s long-term vision for technology development,
*Sustainable Zoom-Zoom 2030, we are now working on the transformation of our business structure,
bearing in mind changes in the business environment due to the worldwide tightening and acceleration of

environmental regulations and competition in new value creation in an éra characterized by CASE,
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Medium-term Management Plan Financial Metrics
Key financial metrics for the fiscal year ending March 2026, the final year of the Medium-term
Management Plan are as follows,
Net sales - About 4.5 trillion yen
Profit - Operating return on sales (ROS) 5% or higher
«Return on equity (ROE) 10% or higher
Investment for future - Capex and R&D: 7-8% of revenue or less

- Actions for electrification. IT and carbon neutrality

Financial structure - Maintenance of a net cash position**
Shareholder return - Sustainable payout ratio of 30% or higher
Break-even volume + About 1 million units (wholesales)

*1. CASE: General term for a group of new technologies that include Connected, Autonomous driving, Shared
services, and Electric technologies
*2. The state of maintaining positive lotal cash amount afier the deduction of interest-bearing debt from cash

and cash equivalents

(2) Management Policy for 2030

Under our Medium-term Management Plan. we have been promoting initiatives to achieve our financial
targets for the fiscal year ending in March 2026. In view of the increasing uncertainty of the business
environment including the growing trend toward the introduction of environmental regulations in various
countries, improvements in social infrastructure, changes in the power supply mix, and the diversification
of customer values. in November 2022, we extended our outlook until the year 2030 and presented our

new management policy and main initiatives based on world trends.

Basic Management Policy
[. Contribute to solving the social problem of global warming through electrification appropriate to
regional characteristics and environmental needs
2. Contribute to realizing a safe and secure automotive society by promoting research for attaining a
deep understanding of people and shedding light on the relationship between people and cars
3. Be the brand preferred by customers through brand value management that provides unique

Mazda value

Dividing the period until 2030 into three phases, we will flexibly respond to uncertain changes in
society.
Phase 1 (2022-2024): Swrengthening of the business foundation using accumulated assets
Phase 2 (2025-2027): Transition 1o electrification
Phase 3 (2028-2030): Full-scale launch of BEVs

Initiatives for Opening the Future
1. Initiatives for achieving carbon neutrality

To achieve our goal of becoming carbon neutral (CN)*? by the year 2050, we have established “achieving

ta

Page ID
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CN in Mazda factories around the globe by 2035" as a medium-term goal and will promote initiatives
under the three pillars of energy conservation, shift to renewable energies, and use of CN fuels. As
measures for the supply chain®** will also be necessary, we will also promote activities to reduce CO-
emissions in stages in cooperation with transport companies and business partners. In Japan. we will make

efforts to restructure our supply chain and expand the use of CN fuels.

2. Initiatives in electrification in each phase

During the period of transition to EVs, we believe a multi-solution approach whereby we provide a range
of products such as EVs, plug-in hybrids. and hybrids to suit power generation conditions in each region

will be effective. On the other hand, in view of electrification policies and the tightening of regulations in
various countries, we expect Mazda’s EV ratio in our global sales in 2030 to be 25 to 40%, and intend to

promote electrification with partner companies in stages.

Phase | (2022-2024): Strengthening of the business foundation using accumulated assets

Making full use of our existing assets of multi-electrification technologies. we will launch attractive
products while also meeting market regulations. While launching Large Products offering plug-in
hybrids and diesel engines with mild hybrid system that achieve excellent environmental and driving

performance, we will improve our profitability and step up the development of technologies for BEVs

Phase 2 (2025-2027): Transition to electrification

In efforts to reduce CO: through improvements in fuel efficiency during the period of transition to
electrification. we will further refine the multi-electrification technologies we have developed to date
and introduce new hybrid systems. In addition to introducing pure battery EVs in the Chinese market
where electrification is advanced. we will begin to introduce EVs globally. In consideration of the
potential widespread use of renewable fuels, we will enhance to the utmost the performance of internal
combustion engines through the application of technologies to further improve thermal efficiency.

Furthermore, for the sustainable development of local economies as electrification advances, Mazda
has established a 4-way joint venture with Ondo Corporation, Hiroshima Aluminum Industry Co., Ltd.
and HIROTEC Corporation to develop highly efficient production technology for electric drive units
and establish production and supply systems for these. To enhance the driving experience and the sheer
Joy of driving, Mazda also entered into a joint development agreement with Imasen Electric Industrial
Co., Ltd. and ROHM Co., Ltd. to develop inverters, which are a key component of electric drive
systems, and established a joint venture with Imasen Electric. Mazda also concluded a joint
development agreement with Fukuta Electric & Machinery Co., Ltd. to develop advanced motor
technologies, while also establishing a joint venture company with Fukuta Electric & Machinery and
Chuo Kaseihin Co., Inc.

During Phase 1 and Phase 2, Mazda will procure batteries from partner companies while continuing
in-house research and development of advanced battery technology adopted by Green Innovation Fund
Projects.” In addition to its purchasing arrangements with existing partner companies, Mazda also
recently entered into an agreement with Envision AESC Japan to purchase batteries for EVs to be

produced in Japan,

LP¥]
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Phase 3 (2028-2030): Full-scale launch of BEVs

As we move forward with the full-fledged introduction of pure battery EV models, we will shift our
focus to full-scale electrification and will also consider various options including investment in battery
production, based on changes in the external environment and progress in strengthening our financial

base.

3. Initiatives in value creation through co-creation between people and IT
In line with our “human-centered™ philosophy, we will continue to invest in human research and draw out
the full potential of people using our capability in model-based research and development.*® Furthermore,
under Mazda Proactive Safety, our safety philosophy based on avoidance of risk itself rather than dealing
with a risk event after it occurs, we will continue to develop advanced driver-assist technologies using IT
technologies to make cars that provide safety and security for drivers, passengers and people in the vicinity
of Mazda cars with the goal of completely eliminating by 2040 all fatal accidents caused by any new
Mazda, which can be avoided through automotive technologies,

As part of our investment in people, we are promoting reforms together with Aidemy Inc. to ensure all
indirect employees attain a certain level of competency in Al and IT by 2030.

Furthermore. by 2030, we will double productivity by developing work process models and we will

allocate management resources we generate to work with higher added value,

4. Cost reduction and supply chain resilience

In cost reductions, we will broaden the current scope of costs of products and manufacturing to include the
entire supply chain and value chain*” as a whole to gain a comprehensive view of costs and we will make
changes that will allow us to structure our costs based on measures to eliminate inefficiency, inconsistency
and waste.

In our supply chain, we will make efforts not only to make individual improvements in all processes
from material procurement to delivery to customers, but also realize a “total optimization process™ that
facilitates the smooth uninterrupted flow of goods at maximum speed. In addition, we are working on
innovative changes in our procurement system, which include fewer tiers in the procurement of materials
and parts and bringing the production sites of variety of parts closer to our production facilities. We are
also working to expand the use of general-purpose materials and semiconductors. In this way, we intend to
minimize the impact of changes in the external environment including geopolitical risks. pandemics, and

large-scale disasters such as earthquakes.

*3. A method and system of energy use whereby carbon emissions are offset through carbon absorption or
removal to prevent any change in the total amount of carbon on the earth

*4. The series of processes until the product reaches the consumer including procurement, manufacturing,
inventory management, delivery, sales, and consumption

*3. A fund of two trillion yen established by the Ministry of Economy, Trade and Industry (METI) under its
Green Growth Strategy for Achieving Carbon Neutrality in 2050 and assigned to the New Energy and
[ndustrial Technology Development Organization (NEDO) to create a virtuous eycle between the economy
and the environment

¥6. An efficient development technique that uses desk-top simulation as the main method of verification in

=
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development, thereby minimizing the number of prototypes and actual unit evaluations required
*7. A series of business activities for creating added value for products such as product planning, design.

development. production engineering, manufacturing, sales. and services

Note: The forward-looking statements in this section are based on the judgments of the Group as of the issue
date of this report. As such, the statements may differ from the actual results and their achievements are

not guaranteed in any way.
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APPROACHES TO AND INITIATIVES FOR SUSTAINABILITY

The Mazda Group’s approaches to and initiatives for sustainability are as follows.

The forward-looking statements in this section are based on the judgments of the Group as of the issue date of

this report.

1, Basic Policy on Sustainability

While striving to sincerely meet the needs and expectations of all stakeholders under our corporate vision,.
Mazda aims for sustainable growth as a company through our global business activities. We are determined to
contribute to the sustainable development of society through efforts to resolve various social issues by making

the most of our strengths,

2. Governance

In order to deliberate the sustainability activities that are expected of the Company from a global perspective.
in consideration of changes in social environment, the Mazda Group has established the CSR Management
Strategy Committee, which meets on a regular basis. The CSR Management Strategy Committee, which the
Representative Director and President chairs, is composed of members of the Executive Committee, and
reviews and identifies key issues (materiality) as well as discusses social needs and trends, external evaluation
analysis results. etc. Each department carries out its operations based on goals and plans formulated with an
understanding of the policies and guidelines determined by the CSR Management Strategy Committee, and in
cooperation with other Group companies. Furthermore, the Board of Directors receives reports and holds

discussions on issues concerning sustainability appropriately in a timely manner,

3. Strategy and Risk Management

The Mazda Group has reviewed and identified key issues, taking into account two perspectives. One is the
impact on stakeholders in reference to the SDGs adopted by the United Nations and the details of surveys
conducted by global ESG rating organizations. and the other is the impact on the Mazda Group (risks and
opportunities), for instance, business initiatives toward realizing the Medium-term Management Plan. A
specific action plan is currently being prepared to ensure steady implementation of the materiality themes
identified and follow up on the progress. The materiality that Mazda recently identified and an action plan that
will be formulated henceforth will be disclosed to stakeholders. By periodically evaluating and revising this

materiality and plan, Mazda will develop the PDCA (plan-do-check-act) process.

Eight themes of materiality
“Earth™
- Endeavor for carbon neutrality by 2050
- Resource circulation
“People”
- Contribution to people’s mental wellness
- Improving employee job satisfaction
“Society”

- Realizing a motorized society free from traffic accidents

(&
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- Crealing a system that enriches people’s lives
Common to “Earth.” “People,” and “Society”
- Quality improvement

- Exploring partnerships for “co-creation with others™

For information on materiality review and identification process, please refer to the “MAZDA
SUSTAINABILITY REPORT 2022" (page 10) published in December 2022.
(https://www.mazda.com/globalassets/en/assets/sustainability/download/2022/2022¢ all.pdf)

4. Response to TCFD ™

Outline of the major initiatives in accordance with the TCFD recommendations " is as follows. For more details,
please refer to the website below.
(htips://www.mazda.com/globalassets/en/assets/sustainability/download/disclosure/tefd 202306 14.pdf)

[Basic Views]

In May 2019, the Mazda Group declared its support for the recommendations from the Task Force on Climate-
related Financial Disclosures (TCFD) and joined the TCFD Consortium,” showing its commitment to
strengthening its efforts to address climate change. In addition, in January 2021, the Company announced that
it would endeavor to achieve carbon neutrality throughout the entire supply chain by 2050. Mazda’s major
initiatives to address climate change in accordance with the TCFD recommendations are as follows.

(1) Governance

<Transition Risk>

Taking on the challenge of achieving carbon neutrality by 2050, we have assigned a director to oversee
Mazda’s decarbonization strategy and executive officers to be in charge of carbon neutrality, In 2021,
Mazda formed a specialized team (hereinafter referred to as Specialized Team) dedicated to carbon
neutrality matters. At its head is the Corporate Strategy Office working closely with the Specialized Team
composed of members involved in products, manufacturing, purchasing, logistics, sales and recycling.
Under the supervision of the officers in charge of decarbonization, the Corporate Strategy Office has been
leading the team, which formulated and promoted strategies from a Life Cycle Assessment (LCA)
perspective for responding to risks and opportunities selected based on Intergovernmental Panel on Climate
Change (IPCC) and International Energy Agency (IEA) scenarios and trends. while also considering the
investment and expenses required for such initiatives and response schedules.

In April 2023, some of the functions of Corporate Strategy Office and Product Strategy Division were
integrated to newly established Corporate Strategy Division, which has a new department to promote CN
strategy. Under the leadership of this department, existing specialized team will formulate strategies in
respective areas of expertise of its members and implement plans based on the strategies that have been
formulated so far. In addition, in order to promote the execution of plans throughout the company, we have
started the management to integrate CN into the existing 1SO 14001 Environmental Management System
(EMS). In the area of products and technologies, the newly established department in Corporate Strategy
Division will promote planning consistent with company-wide strategies.

The CN strategies are deliberated™ over at the Executive Committee Meetings and the Board of
Directors atlended by the Representative Director and President. Also, issues concerning sustainability
including the initiative for climate change are reported to the Board of Directors in a timely and appropriate
manner.
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<Physical Risk>

Torrential rain disaster response, which is an acute physical risk associated with climate change, has been

managed as part of our Business Continuity Plan (BCP) under our emergency risk management structure,
In addition, in response to concerns about storm surges and water depletion, which are chronic physical

risks, we are promoting reinforcement of seawall infrastructure and water resources conservation efforts in

our operation led by the specialized departments,

(2) Strategy
Based on IPCC and IEA scenarios, policy and regulatory trends, and industry trends, Mazda formulated a
scenario based on its own assumptions and recognized the following as the main risks and opportunities.
<Major Risks and Opportunities>

* Stricter regulations on fuel economy and exhaust gas emissions.
carbon pricing, including introduction of carbon tax
Increase in resources to develop electrification technologies.

Policy and Legal

Techmology including electric drive system or batteries
Transition * Rise in raw material prices for electrification and weight reduction
Risks and tight procurement of semiconductor components

Market * Energy price spikes and supply instability due to tight fossil fuel
and renewable energy supplies caused by political conditions and
market forces

Reputation * Implications on investment decisions considering ESG by investors

e * Damage by torrential rain, production halts caused by supply chain

disruptions, Health hazards caused by heat waves
Physical Increasing impact of production halts due to severe and frequent
Risks Chironic natural disasters, Higher frequency of high tide caused by rising sea
levels. Water resources depletion and rising water prices necessary
for operations, Spread of tropical plagues

Resource Efficiency + Efficient use of raw materials through thorough material recycling
- Stable reception of carbon neutral electricity by promoting the
Energy Source expansion of demand and supply of electricity

- Diverse selection of renewable energy sources

* Deployment of products that suit each region through building
block concept and multi-solution

Products and + Diversification of products that adapt to next-generation automobile

Services, Markets fuels (alternative fuels such as biofuels, synthetic fuels, etc.)

» Expansion of market opportunities through deployment of product
that suit each region and diversification of products

Opportunities

(3) Risk Management

<Transition Risk>
We have identified major risks and opportunities based on scenarios from the TPCC and the IEA,
government policies, regulatory and industry trends. Sharing progress and issues of initiatives in a bi-
weekly meeting, the Specialized Team works to identify risks and conduct assessment processes. Strategies
discussed during the meeting are deliberated over at the Executive Committee Meetings and the board of
Directors attended by the Representative Director and President.

In addition, Mazda regularly shares information on climate-related risks with suppliers through a shared
platform,

<Physical Risk>
We have established a system for rapid response to torrential rain and other disasters, and have been
managing them as part of our BCP in the context of an emergency risk management system. In addition to
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these efforts, as torrential rain disasters have become more severe and frequent in recent years, we are
enhancing our ability to collect weather forecasts and making it possible to make quick disaster prevention
decisions based on a predetermined time schedule. In addition, we review our response every heavy rain
season to improve our response capabilities.

In response lo concerns about storm surges and water resources depletion, we are promoting
reinforcement of seawall infrastructure and water conservation efforts in the practice of specialized
departments,

In response to the heat waves that have become more frequent in recent years, we regularly measure
and evaluate the heat environment of each workplace as part of employee health management, which leads
to the maintenance and management of appropriate air conditioning equipment. In addition, we use heat
insulating materials and heat-insulating paints in our buildings as environmentally friendly measures.

As a measure against the spread of the epidemic, we developed a working rule to assume that employees
and other families living with them become infected.

(4) Metrics and Targets
» GHG emissions of Scope 1, 2 and 3™
For the fiscal year ended March 2022 results. please refer to the “MAZDA SUSTAINABILITY
REPORT 2022 (page 113) published in December 2022.
(https://www.mazda.com/globalassets/en/assets/sustainability/download/2022/2022e all.pdf)

* Water consumption
For the fiscal year ended March 2022 results. please refer to the “MAZDA SUSTAINABILITY
REPORT 2022” (page 116) published in December 2022.
(https://www.mazda.com/globalassets/en/assets/sustainability/download/2022/2022e_all.pdf)
« Major Metrics and Targets
<Addressing Global Warming>

Targets: Achieving carbon neutrality by 2050
Products Mid-term metrics in 2030: EV ratio (Expecting 100% of Mazda global sales vehicles will
be electrified, and the EV ratio will be 25-40% in 2030.)

Targets: Achieving carbon neutrality at Mazda’s global factories by 2035
Metrics: Factory's decarbonization progress ratio

Manufacturing

< Conservation of Water Resources >

Targets: Reducing water intake by entire Mazda Group companies in Japan by 38% in
Manufacturing [2030 compared with 2013

Metrics: Water intake reduction ratio

#1. TCFD : Task Force on Climate-related Financial Disclosures
A private seclor organization set up by the Financial Stability Board (FSB). in response to the request from
the G20 Finance Ministers and Central Bank Governors

#2. Source: hitps://ield-consortium.jp/en/about

*3. An organization established in Japan, aimed at holding discussions regarding climate change on effective
corporate information disclosure and efforts for leading disclosed information to appropriate decision-
making on investment by financial institutes and other entities. The Ministry of Economy. Trade and
Industry, the Financial Services Agency. and the Ministry of the Environment participate in the consortium
as observers,

#4, As of June 2023, reported and debated 4 times at the Board of Directors,

#5. Scope 1: Direct emissions from consumption of fuels and industrial processes. Scope 2: Emissions
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associated with consumption of purchased heat/electricity (indirect emissions from energy consumption),

Scope 3; Other indirect emissions excluding Scope | and 2

5. Initiatives for Human Capital (Including Diversity of Human Resources)

(1) Strategy

The Mazda Group believes that people are its most valuable management resource, and aims to be a company
where all employees can play more active roles as individuals and demonstrate their greater potential.
Recognizing the value of “co-creating with others.” the Mazda Group respects the diversity of its employees.
This includes diversity in race, nationality, creed, gender, social status, family origin, age, mental or physical
disabilities. sexual orientation, and gender identity. The Mazda Group is also committed to promoting
initiatives to improve the work styles, workplace environment and treatment of employees, and to enhance
employee motivation and operational efficiency from the viewpoint of total optimization,

To encourage a virtuous cycle of growth, employment. and distribution, the Mazda Group will return the
results of its growth to the stakeholders while maintaining employment. as well as sustainably provide returns
to the employecs.

Specifically, from the perspective of stabilizing employment, improving the quality of life. and developing
human resources, the Group will flexibly provide returns to employees, including wage increases in
consideration of the current situation of the company.

As one way of providing returns, the Group is planning and making investments in human resources
including education in addition to improving working conditions. One example is that the Group has started
investing in the development of “digital human resources.” The Group will continue to make investments that
lead to its growth, including support for employees’ capacity development, By doing so, the Group will
facilitate employees’ performance and growth.

For the status of implementation of human resource development systems and improvement in the internal
environment for these purposes, please refer to the “MAZDA SUSTAINABILITY REPORT 2022 (pages 42-

3, and pages 119-123) published in December 2022.

(https://www.mazda.com/globalassets/en/assets/sustainability/download/2022/2022e_all.pdf)

(2) Indicators and Targets (Submitting Company)

As stated in (1) Strategy above, Mazda’s policy is to appoint personnel based on their individual abilities and
achievements regardless of employee attributes. Therefore, Mazda has set no voluntary and measurable
1argets other than targets for the number of female managers, and the number of male employees taking

childcare leave,

<Increasing the employment and range of opportunities for female employees>

Mazda is working to create a workplace that is a comfortable working environment for women to work by
improving work-life balance measures. In 2021, in accordance with the Act on Promotion of Women's Active
Engagement in Professional Life and the Act on Advancement of Measures to Support Raising Next-
Generation Children, Mazda submitted an employer's action plan with numerical targets for increasing the
number of female managers to 80 by the end of the fiscal year ending March 2026 (approximately four-fold
the number as of the end of the fiscal year ended March 2015) and increasing the number of male employees
taking childcare leave™ to 80 per year by the fiscal year ending March 2026 (approximately twice the number

10
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in the fiscal year ended March 2021).

Steady progress is being achieved in realizing these targets. As of March 31, 2023, there were 65 female
employees in managerial positions and 117 male employees taking childcare leave.™ In addition to
formulating and promoting individual development plans for female employees who are candidates for
promotion, Mazda will continue its efforts to further accelerate women’s active engagement by launching
company-wide notification, operational review, and awareness-raising activities for the child-rearing leave

system, including that for male employees.

*6. These figures do not include the number of employees who took childcare paid leave under Mazda's own
system and the number of employees who took “Childcare Leave at Birth™ effective October 2022 under the

amended Childcare and Family Care Leave Act.
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BUSINESS RISKS

Significant risks that could affect the Mazda Group's business results and financial position include those
listed below. This list, however, shows the main anticipated risks and does not represent a comprehensive lisi
of all the risks to be faced by the Group. The forward-looking statements in this section are based on the

Judgments of the Group as of the issue date of this report.

Risks Related to the Markets and Business

1. Economic Conditions Impacting the Group

Selling its products in Japan and other parts of the world, including in North America, Europe, and Asia, the
Group is greatly impacted by economic trends and fluctuations in demand in each of its markets. Therefore.
the Group’s business results and financial position could be adversely affected by, for example. an economic
downturn, recession, changes in demand structure, declining demand, intensifying price competition in its
main markets, and strengthened policies on export control, data protection. etc. in the United States and China
as economic security, which would lead to costs incurred to support business activities such as production,

development. purchasing. and sales.

2. Procurement of Materials and Components

The Group relies on numerous suppliers for the purchase of materials and components. Looking at the entire
supply chain from a comprehensive viewpoint, the Group will make our supply chain resilient to changes in
the environment through the measures to eliminate inefficiency, inconsistency and waste, including
maximizing the speed of material procurement and bringing the production sites of variety of parts closer to
its production facilities, During the fiscal year under review, production volume declined due to logistics
disruption caused by the lockdown in Shanghai in the first quarter and constrainis on components purchase
due to unstable semiconductor supply. In future, the Group may also face difficulties in procuring the
necessary level of materials and components for volume production, due to a semiconductor supply shortage;
supply constraints or reduced logistics functions in the event of component suppliers being affected by a
disaster; or tight supply balances or changes to or breaches of supply contracts. Should procured materials and
components be of insufficient quality, the possibility exists of a deterioration in output. The abovementioned

factors could adversely affect the Group’s business results and financial position.

3. Alliances and Joint Ventures

The Group is performing or examining joint activities with other companies under technology alliances, joint
ventures, and in other forms with respect to the development, production, and sales of products. These joint
activities are designed to optimize resources, facilitate their prioritization, and generate synergies. However,
in the event of a disagreement over management. financial. or other matters between the parties involved, or
in the event that the expected results were not produced due to such factors as changes to or terminations of
alliances and joint ventures, the Group’s business results and financial position could be adversely affected. In
addition, unintended changes to or terminations of alliances and joint ventures could have an adverse effect on

the Group's business results and financial position,
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4. Market Competitiveness

Automaobile markets, in which the Group sells its products, are undergoing rapid changes in their industrial
structures due to the expansion of new added-value businesses represented by connected technology,
autonomous driving technology, shared services, and electrification technology. as well as a succession of
new entrants from other industries, resulting in an increasingly competitive and diverse environment,
Maintaining and enhancing the Group’s ability to compete in these markets, which includes maintaining and
developing the Mazda brand value, is crucial to ensuring growth. The Group is implementing a range of
initiatives to boost its competitiveness in all areas, including product planning and development,
manufacturing, and sales, in order to respond to these rapid changes. However, the Group's business results
and financial position could be adversely atfected, including declines in market share or product prices, in the
event that the scope and speed of changes to the competitive environment exceed expectations or the Group
fails to launch appealing products at opportune times as a result of issues related to technological capabilities
and manufacturing, The same holds true if the Group fails to take effective steps to respond to changes in
customer values and needs, which continue to rapidly diversify, through its dealership network or sales

methods.

5. Protection of Intellectual Property

In order to maintain competitiveness, the Group is working to accumulate and protect technologies and
expertise that help it to develop unique products. At the same time. the Group is taking steps to prevent the
infringement of third-party intellectual property rights. Nonetheless, should differences in recognition or
opinion lead to a disputed infringement of third-party intellectual property rights that results in the Group
being forced to halt the production and sales of products, or needing to pay damages, this could also adversely
affect the Group's business results and financial position. The Group’s intellectual property is not subject to
complete protection in certain regions. In the event that third parties use the Groups intellectual property
rights on an unauthorized basis to produce similar products, the Group may have to pay substantial expenses
for litigation, or experience a decline in sales due to an inability to offer unique products. This could adversely

affect the Group’s business results and financial position.

6. Product Quality

While striving to improve the quality of its products to meet the requirements of the market, the Group also
does its utmost to ensure the safety of its products, However, in the event of a large-scale recall or other
serious incidents, resulting from a defect in products due to unforeseen causes, including increased system
complexity due to improved technologies and product funcrions, and software defects, the Group’s business
results and financial position could be adversely affected due to such factors as the incurring of significant

costs, the Group’s diminished brand image, and loss of market trust.

7. Dependence on Information Technaology

In the course of various business activities such as development, production, and sales of products, the Group
utilizes information technology. networks, and systems. The Group's products are also equipped with these
technologies, including a driving support system, etc. Despite countermeasures implemented in information
technology, networks, and systems o allow safe operations. such factors as failures in infrastructure,
cyberattacks that outpace the Group’s countermeasures, and infection by computer viruses may result in
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suspension of business activities, loss of data, leakage of confidential information, and deterioration in
product functions, Should these events occur, the Group’s business results and financial position could be
adversely affected due to the incurring of costs associated with countermeasures, loss of product credibility,

and damage to the brand image, etc.

8. Compliance and Reputation

In order to comply with laws and regulations in all business areas, the Group has taken preventive measures
regarding compliance violations by educating its employees on laws and regulations related to their work and
implementing activities for raising compliance awareness. In addition, in the event of a compliance-related
incident being detected, the Group has a rapid response system in place to prevent any impact on the Group’s
social credibility and reputation. However, the Group cannot guarantee that there is no possibility of a legal
violation occurring in the future. Should there be evidence of an illegal act or should the rapidity and content
of the response prove insufficient, the Group’s social credibility and reputation could be harmed, and the

Group’s business results and financial position could be adversely affected.

9. Climate Change
For information on risks that climate change poses to the Group’s business, please refer to APPROACHES
TO AND INITIATIVES FOR SUSTAINABILITY. 4. Response to TCFD stated in pages 7-10 of this report,

10. Securing and Development of Personnel

The Group believes that people are its most valuable management resource, and aims to be a company where
all employees can play more active roles as individuals and demonstrate their greater potential. In order to
meet the demand of the times as represented by CASE and carbon neutrality, the Group will proactively aim
to secure human resources who can play active roles in highly specialized areas. At the same time, to enable
employees with diverse values to play active roles to their fullest potential, the Group will also promote to
strengthen personnel development based on the diversification of work styles and establish working
conditions and an environment in which employees can work autonomously, and to foster a corporate culture
and climate where they can decisively take on the challenge of creating new value.

However, should the Group be unable to hire personnel as planned due to intensified competition for
recruitment, or should the Group’s personnel leave the Group without being able to play active roles due to
increased mobility of human resources or inadequate personnel development, environment, or corporate
climate established by the Group, the Group's management and business activities could be affected over the

medium and long term,

Risks Related to Finance and Economy

I. Fluctuations in Exchange Rates

The Group is engaged in business activities on a global scale. The Group not only exports products from
Japan to other parts of the world but also exports products manufactured at overseas plants to other markets in
the world. These transactions are conducted in various currencies, and consequently its business results and
financial position are exposed to the effects of fluctuations in exchange rates. In addition, as overseas assets
and habilities denominated in local currencies are translated into yen, there could be an adverse effect on

shareholders” equity through foreign currency translation adjustments due to exchange rate fluctuations. The
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Group uses forward exchange contracts and other instruments to minimize the impact of short-term exchange
rate risk. However, depending on the circumstances of fluctuations in exchange rates, loss of opportunity
could be generated.

2. Increase in Material Prices

The Group relies on multiple suppliers for the purchase of materials and components. If the material prices
and logistics expenses, as well as energy and labor costs required for suppliers to produce components rise
due to the increased geopolitical risks and tight supply balances. and the Group is unable to absorb the effects
of these—for example, by making internal efforts to boost productivity for reducing production costs or
passing on the rises to product prices, the Group’s business results and financial position could be adversely
affected.

3. Changes in Financing Procurement Environment and Interest Rate Fluctuations

In addition to loans from banks, the Group has been raising funds by issuing its shares and bonds. However. in
the event of turmoil in financial markets, tax reforms or institutional changes being made to government-
affiliated financial organizations, or the downgrading of the Group's credit rating, the Group's business results
and financial position could be adversely affected due to such factors as the increased funding costs and the
difficulties associated with raising money for the amount of funds required. Moreover, factoring in the effect
of interest rate changes on the Group’s interest-bearing debt, were the costs of financing to increase due to a
rise in interest rates, the Group’s business results and financial position could also be adversely affected. In
the event that any deterioration in the Group’s financial standing were to infringe upon the financial covenants
of some of the loans and lead to the forfeiture of the benefit of time, the Group’s business results and financial

position could be adversely affected.

Risks Related to Politics, Regulations, Legal Procedures, Disasters, etc.

1. Statutory Regulations Covering the Environment

In addition to being subject to environmental regulations pertaining to fuel consumption and exhaust
emissions, automobile safety, and the pollutant emission levels from manufacturing plants, the Group’s
operations in each couniry where it does business are subject to various statutory regulations, such as labor
regulations. In particular, the demand for carbon neutrality is accelerating around the world. In order to fulfill
its responsibility to society as a company. the Group is working to reduce CO: emissions from a well-to-wheel
(from fuel extraction to driving) perspective, as well as from a life cycle assessment (LCA) perspective, which
covers from automobile production, to logistics, disposal, and recycling. We are working to resolve issues
with multi-electrification solutions based on the electric power generating infrastructure and usage
environment of each country, as well as the diversity of customers and their needs. However, going forward,
the Group's business results and financial position could be adversely affected by the increased costs
associated with even more stringent statutory and political regulations in Europe, the United States, and other

regions.

2. International Business Activities
In addition to Japan, the Group sells its products and carries out business activities in markets in all parts of

the world, including the United States and Europe, as well as developing and emerging markets overseas. In

tn
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these international markets, the Group is subject to the following potential risks, which could affect the
Group’s business results and financial position if manifested:

¢ Adverse political and economic developments

« Impediments arising from changes in laws and regulations

« Import/export regulations, such as tariffs, detrimental taxes, and other regulations

* Tight product logistics due to more stringent quarantine and vessel shortages, etc.

« Difficulties in attracting and securing personnel

« Undeveloped infrastructure

» Strikes and other labor disputes

* Terrorist incidents, war, disease such as the novel coronavirus infections. and other factors leading to

social disorder or restrictions

3. Natural Disasters and Accidents

In addition to measures to protect its manufacturing sites and other important facilities against fire and
earthquakes. the Group has concluded natural disaster insurance contracts and taken other steps to minimize
the financial risk of such events. However, the ability of the Group to supply products may be severely
disrupted in the event of a major natural disaster, such as an earthquake, typhoon, torrential rains, flood, fire,

or other accident, which could adversely affect the Group’s business results and financial position.
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MANAGEMENT'S ANALYSIS OF BUSINESS RESULTS, FINANCIAL POSITION, AND CASH
FLOWS

I. Business Results

In the business environment surrounding the Mazda Group in the fiscal year ended March 31, 2023, economic
activities gradually resumed following the lifting of COVID-19 restrictions around the world. During this
time, the Japanese government also made progress in easing restrictions on movement. Although economic
activities are beginning to return to their pre-pandemic level, the outlook remains uncertain due to factors such
as the prolonged Russia and Ukraine crisis, surges in resource prices. turmoil in the supply chain, and
fluctuations in the financial market.

Under these conditions, despite a deterioration in the external environment marked by surges in material
prices and logistics costs, the lockdown in Shanghai. and a decline in production and shipment volumes due
mainly to shortages in semiconductors and transport vessels, the Mazda Group steadily improved its profit
base by implementing group-wide initiatives to improve per-unit profit, curb costs, reduce marketing
expenses, improve fixed cost efficiency, and redesign components to expand the use of general-purpose
semiconductors as a means of mitigating semiconductor shortages. Furthermore, during the first year of the
period of strong growth earmarked in its Medium-term Management Plan, the Mazda Group worked to bring
business on a growth trajectory and strengthen the financial base by capitalizing on assets developed during
the foundation building period (fiscal year ended March 2020 through fiscal year ended March 2022) such as
its U.S. plant, multi-electrification technologies, and Large Product lineup.

In April last year in North America, Mazda began sales of the Mazda CX-50, a new crossaver SUV, and
introduced the Mazda CX-60, an all-new crossover SUV, which is the first of Mazda’s new generation Large
Products, in Europe in August and in Japan in September last year. The CX-60 delivers smooth, powerful
driving achieved through a newly developed longitudinal platform and a high-output powertrain, and the
CX-60 is the first model equipped with Driver Emergency Assist, which uses advanced technology to
automatically slow down and stop the car when it determines the driver is unable to continue driving due to
loss of consciousness, and to make emergency calls. The CX-60 also has a “driver personalization system”
with functions such as an automatic driving position guide. These technalogies have been highly acclaimed
and were selected for the 2022-2023 Japan Automotive Hall of Fame Car Technology of the Year.

Following on from the CX-60, in April 2023 in the U.S.. Mazda introduced the Mazda CX-90. a new mid-
sized crossover SUV and the second of the new generation Large Products. Mazda also plans to introduce two
Large Products, the Mazda CX-70 and Mazda CX-80, in 2023, By expanding the SUV lineup to meet the
characteristics of each market and customer needs, we will aim for further growth in our business and brand.

Global Sales
Global sales volume for the fiscal year ended March 31, 2023 was 1,110,000 units, down 11.3% year on
year, as sales declined in all key markets except Japan, mainly due to reductions in production stemming
from semiconductor supply shortages in the first half of the fiscal year and a shortage of car transport
vessels.
Sales volumes in individual markets were as follows.

<Japan>

In Japan, thanks to the introduction of the CX-60 in September 2022 and an increase in sales of the

updated Mazda CX-5 and the Mazda Roadster (MX-3), sales rose to 165,000 units, up 10.8% year on
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year,
<North America>

In the U.S., sales declined 9.3% year on year to 301,000 units, mainly due to the impact of reductions
in production in the first half of the fiscal year. However, in addition to the CX-30, which went on sale
in April 2022, the Mazda CX-30 and other SUV product lineups contributed to the increase in sales,
resulting in the fourth quarter sales volume rising 7.4% year on year to 88,000 units. Sales in North
America as a whole declined 7.4% year on year to 407,000 units, while sales of the Mazda2 and the
CX-5 in Mexico increased.

<Europe>

Sales in Europe decreased 15.5% year on year to 160,000 units due to a decline in sales in Russia and
Ukraine. as well as the impact of reductions in production in the first half of the fiscal year. As for the
fourth quarter of the fiscal year. sales increased 20.9% year on year to 52,000 units, mainly due to an
increase in sales of the Mazda2 Hybrid and the CX-60 plug-in hybrid model.

<China>

In China, completion of a round of key model cycles and intensifying price competition resulted in a
50.4% year-on-year fall in sales to 84,000 units.

<Other Markets>

In Australia, another key market, sales declined 11.7% year on year to 91,000 units due to delays in
logistics stemming from stricter quarantine control at unloading ports. Sales in other markets as a
whole fell 3.1% year on year to 294,000 units, mainly due to the ASEAN market being at the same

level as the previous year, while sales in some countries like Vietnam increased.

Business Results

Financial performance on a consolidated basis for the fiscal year ended March 31, 2023 was as follows.,
<Net Sales>
Net sales for the fiscal year ended March 31, 2023 totaled ¥3,826.8 billion, an increase of ¥706.5
billion, or 22.6% year on year, reflecting the increase in wholesales volume and the improvement of
unit prices.

By region, domestic sales amounted to ¥622.9 billion, an increase of ¥53 .4 billion, or 9.4% year on
year, due to a rise in sales. Overseas sales amounted to ¥3,203.9 billion, an increase of ¥653.0 billion,
or 25.6% year on year, mainly due to an increase in wholesales volume in the North American market.

By product, vehicle sales increased by ¥674.3 billion, or 26.1% year on year, to ¥3,255.5 billion
thanks to the growth in wholesales volume, introduction of new SUV models and weaker yen, while
sales of knock-down parts for overseas production declined by ¥25.0 billion, or 60.7% year on year. to
¥16.2 billion. Sales of parts increased by ¥58.0 billion, or 22.1% year on year. to ¥320.4 billion. Other
sales fell ¥1.0 billion, or 0.4% year on year, to ¥234.,7 billion.

<Operating Income>

In addition to an increase in net sales, improvement in sales quality and the effect of a weaker yen
worked to offset the impact of surging raw material prices, resulting in an operating income of ¥142.0
billion, an increase of ¥37.8 billion. or 36.2% year on year, and a consolidated operating income ratio

of 3.7%, an increase of 0.4 percentage points year on year.
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The main causes of changes in operating income were as follows.

Full year
(Billion yen)
Volume and mix +103 4
Foreign exchange +119.2
Cost improvement (132.0)
Fixed costs and others (43.9)
Transfer to extraordinary loss in the previous fiscal year (8.9)
Total +37.8

<Net Income Attributable to Owners of the Parent>

Net income attributable to owners of the parent was ¥142.8 billion, an increase of ¥61.2 billion. or
75.1% year on year, due to factors such as the recording of loss on liguidation of subsidiaries and
affiliates of ¥11.0 billion resulting from sale of equity held in an affiliate in Russia and tax expenses of
¥25.7 billion, despite the recording of foreign exchange gain of ¥26.0 billion and a ¥15.8 billion gain
from equity in net income of affiliated companies.

2. Financial Position
As of March 31. 2023, total assets increased ¥291.1 billion from the end of the previous fiscal year to
¥3,259.3 billion. Total liabilities increased ¥151.0 billion from the end of the previous fiscal year to ¥1,802.5
billion,

Net assets increased ¥140.1 billion from the end of the previous fiscal year to ¥1,456.8 billion, reflecting
net income attributable to owners of the parent of ¥142.8 billion and others. Equity ratio increased 0.4
percentage points from the end of the previous fiscal year to 44.2% (Percentage afler consideration of the

equity credit attributes of the subordinated loan was 45.2%),

3. Cash Flows
Cash and cash equivalent as of March 31, 2023 decreased ¥23.3 billion from the end of the previous fiscal
year to ¥717.1 billion. Interest-bearing debt decreased ¥65.3 billion from the end of previous fiscal year to
¥615.5 billion. As a result, we are in a net cash position of ¥101.6 billion.
Cash flows for the fiscal year ended March 31, 2023 were as follows.
Cash flows from operating activities
Net cash provided by operating activities was ¥137.4 billion, mainly reflecting income before income
taxes of ¥170.0 billion. offset by an increase in inventories, etc. (For the previous fiscal vear, net cash
provided by operating activities was ¥189.2 billion.)
Cash flows from investing activities
Net cash used in investing activities was ¥99.4 billion, mainly reflecting capital expenditure for the
purchase of property, plant and equipment of ¥79.8 billion. (For the previous fiscal year, net cash used in
investing activities was ¥136.2 billion.)
As a result, consolidated free cash flow (net of operating and investing activities) was positive ¥38.0

billion. (For the previous fiscal year, consolidated free cash flow was positive ¥52.9 billion.)
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Cash flows from financing activities
Net cash used in financing activities was ¥89.9 billion, mainly reflecting the repayments of long-term

loans payable. (For the previous fiscal year, net cash used in financing activities was ¥86.4 billion.)

4. Source of Funds and Liquidity

In order for the Group to reliably secure the funds needed for business activities, the Group is striving to
create cash flows. Furthermore, the Group is procuring the necessary funds through bank borrowing and the
issuance of bonds for the purpose of allocating the capital expenditures necessary for manufacturing and
selling automobiles and parts.

The liquidity risks of the Group are managed mainly through the preparation and update of the cash
schedule on a timely basis. and the Group maintains a certain level of liquidity at hand in order to respond to
sudden changes in the external environment. The Company also has systems and procedures in place that
allow us 1o respond flexibly to liquidity risks through managing the funds of the Group and intercompany
loans within the Group. In addition, the Company ensures sufficient liquidity by entering into commitment
line agreements with domestic financial institutions.

At the end of the fiscal year ended March 3 1. 2023, liquidity. comprising cash and cash equivalents of
¥717.1 billion, in addition to unused commitment credit lines of ¥200.0 billion, amounted to ¥917.1 billion,
which is equivalent to 2.9 months of monthly sales.

With regard to shareholder returns, the Company strives to pay a stable dividend with steady increases
under a basic policy of determining the dividend amount by comprehensively taking into account the
Company’s financial results for the fiscal vear, the business environment, and the Company’s financial

position.

5. Research and Development Activities
The Mazda Group will advance development of new technologies and products towards 2030 based on its
long-term vision for technology development, “Sustainable Zoom-Zoom 2030.” The Company has set a goal
of electrifying all the vehicles to be produced in 2030 and has been working together with various partner
companies on a range of electrification related research projects that are also designed to stimulate the local
economy and contribute to the development of local industry and innovation. One of these projects is the joint
development and production of electric drive units. Mazda has agreed to work together with a number of
companies in possession of related expertise, signing a collaborative agreement with Imasen Electric
Industrial Co., Ltd., Ondo Corparation, Chuo Kaseihin Co., Inc., Hiroshima Aluminum Industry Co., Ltd.,
HIROTEC Corporation, Fukuta Electric & Machinery Co., Ltd. and ROHM Co.. Ltd. Through such
initiatives, the Company aims to make solid progress towards the goal of achieving carbon neutrality across
its entire supply chain by 2050, helping to preserve the global environment and create a sustainable future.
Looking at research and development system by segment, the Japan segment is engaged in the planning,
design, engineering, and testing and research works for new products as well as advanced research into new
technologies at Head Office R&D Divisions and the Mazda R&D Center Yokohama. Outside of Japan, the
Company works with R&D divisions of Mazda Motor of America, Inc. in the U.S. for the North America
segment, Mazda Motor Europe GmbH in Germany for the Europe segment, and Mazda Motor (China) Co., Ltd.
in China for Other segment to conduct research and development of products that meet the specific features of

each market.
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As a step towards realizing the long-term vision, in the fiscal year ended March 31, 2023, the Company
launched the Mazda CX-60. a new crossover SUV and the first of its new generation Large Product lineup
models. The CX-60 offers not only smooth and powerful driving achieved through longitudinal platform and a
high-output powertrain but also interior and exterior design rooted in the Japanese sensibilities and aesthetics
and the latest environmental and safety performance that offers peace of mind at the highest level. The CX-60
offers a choice of engine options between the e-Skyactiv PHEV, which is Mazda’s first plug-in hybrid system
featuring a 2.5-liter gasoline engine and an electric motor, and the e-Skyactiv D, which combines Skyactiv-D
3.3, a straight six-cylinder diesel engine that features both an increased power output from larger displacement
and a cleaner emissions performance, with M Hybrid Boost (48V mild hybrid system), an electrification
technology. Equipped with a new torque converter-less 8-speed AT, the CX-60 offers an excellent
environmental performance and exciting driving experience. The car comes in newly-introduced body colors,
Rhodium White Premium and Artisan Red Premium, the special paints created using Mazda’s unigue
Takuminuri*! painting technology:.

In North America, the Company unveiled the Mazda CX-90, a new mid-size crossover SUV. Following the
CX-60 released earlier, the CX-90 is the second model in Mazda's Large Product lineup and offers a significant
evolution in environmental and safety performance and greater joy of driving. This wide-body three-row SUV
offers greater comfort and functionality, making travel with several friends and family more pleasant.
Developed with the needs of North American customers in mind. the CX-90 is available with a powertrain
featuring e-Skyactiv G, a combination of new turbocharged 3.3-liter straight six-cylinder gasoline engine and
M Hybrid Boost (48V mild hybrid system).

In Europe, the Company unveiled the Mazda MX-30 e-Skyactiv R-EV, a series plug-in hybrid that continues
1o deliver the same customer value as the original battery EV MX-30 while positioning a newly-developed
rotary engine that works as a generator™ on the same axis as a high-output motor and a generator in the motor
room and paring this unit with a 17.8 kWh lithium ion battery and a 50-liter gas tank. The MX-30 e-Skyactiy
R-EV supports customers with an active lifestyle by offering features including the three drive modes drivers
can choose from to suit different driving situations: EV, Normal, and Charge modes,

R&D costs in the fiscal year ended March 31, 2023 totaled ¥128.0 billion, a segment-wise breakdown of
which was ¥122.7 billion for Japan, ¥2.3 billion for North America, ¥2.3 billion for Europe, and ¥0.7 billion for
Other areas. The Company’s segments are regional segments based on production and sales management
systems. Since most of the R&D activities are conducted by the Japan segment, segment-wise reports on R&D
activities are omitted.

*1. Takuminuri. which translates as “Artisan coloring,” is Mazda's painting technology that reproduces a
precise. high-quality paint finish as if applied by the hands of a skilled craftsman along the automobile mass
production line.

*2. The engine type is 8C,

6. Capital Expenditures
Capital expenditures (including intangible assets) for the fiscal year ended March 31, 2023 totaled ¥94.1
billion as a result of efficient investments for future growth such as those in new-generation products.
environmental and safety technologies, IT, and the reinforcement of the global production system.

By segment, capital expenditures totaled ¥80.1 billion in Japan and were mainly focused on new-generation

products. environmental and safety technologies, IT, and the increase in production capacity at the Hiroshima
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and Hofu Plants. In North America, ¥10.4 billion was invested in projects such as a new plant in the United
States. Capital expenditures in Europe totaled ¥1.2 billion. and totaled ¥2.4 billion in other regions. Additionally,

Mazda did not implement the disposal or sale of any major facilities in any segment.

7. Dividend Policy

Mazda strives to pay a stable dividend with steady increases under a basic policy of determining the dividend
amount by comprehensively taking into account the Company’s financial results for the fiscal year, the
business environment, and the Company's financial position.

The Company basically pays dividends twice a year; an interim dividend and a year-end dividend. The
decision-making body for year-end dividends is a general meeting of shareholders. while that for interim
dividends is the Board of Directors. Additionally, the Company’s Articles of Incorporation provide that the
Company may, with a resolution of the Board of Directors. distribute an interim dividend to shareholders and
registered pledgees of shares who are on the register as of September 30 each year.

Based on the above policy, a full-year dividend of ¥45 per share was paid for the fiscal year ended March
31,2023, a sum of the ycar-end dividend of ¥25 per share and the interim dividend (¥20 per share),

(Note) Dividends from surplus with the cut-off date within the fiscal year ended March 31, 2023 are as
shown below.

. Total amount of dividends [ Amount of dividend per
Restiution paid (Millions of yen) share (Yen)
Board of Directors meeting held on
November 10, 2022 12,7309 i
Ordinary General Meeting of Shareholders
held on June 27, 2023 1348 A




Case 8:22-cv-01055-DOC-DFM Document 123-3 Filed 05/22/24 Page 25 of 75 Page ID
#:6451

CORPORATE GOVERNANCE

1. Overview of Corporate Governance
(1) Corporate Vision
The Company has established the following Corporate Vision in an effort to earn the trust of customers and
other stakeholders and to be a brand that they will continue to choose, and also to pursue business activities

in a unified manner:

We love cars and want people to enjoy fulfilling lives through cars.
We envision cars existing sustainably with the earth and society,
and we will continue to tackle challenges with creative ideas.

1. Brighten people’s lives through car ownership.
2, Offer cars that are sustainable with the earth and society 1o more people.
3. Embrace challenges and seek to master the Doh (*“Way” or “Path”) of creativity.

(2) Basic Views on Corporate Governance

While working to build a good relationship with its stakeholders, including shareholders, customers, suppliers,
the local community and its employees, the Company will strive to sustain growth and enhance its corporate
value over the medium and long term through transparent, fair, prompt and decisive decision-making and to
continue to enhance its corporate governance in line with the following basic philosophy.

1} The Company will ensure that the rights of shareholders are effectively secured, create an environmen(
in which their rights can be properly exercised, and ensure shareholder equality.

2) The Company will foster a corporate culture and climate that respect stakeholders’ rights and status and
sound business ethics, and engage in dialogue and collaborate with stakeholders appropriately.

3) The Company will disclose information appropriately based on laws and regulations, and will also take
initiative to provide information other than disclosure mandated by laws and regulations.

4) Based on its fiduciary responsibility and accountability to shareholders, the Company’s board of directors
will lay outa broad direction for corporate strategy, establish an environment that will support appropriate
risk-taking, and exercise highly effective supervision over management from an independent and
objective stance.

5) The Company will engage in constructive dialogue with shareholders, take a reasonable interest in their
interests and concerns, and endeavor to explain the Company’s management policies in a clear manner
to gain shareholders® understanding.

(3) Corporate Governance System
1) Overview of corporate governance system and reasons for adopting the system
The Company’s surrounding business environment is undergoing rapid changes. To enable faster business

decision-making. further enhance discussions of management strategies and strengthen supervisory
functions of Board of Directors meetings, the Company transitioned to a company with an audit and
supervisory committee.

In addition to bodies designated by law such as the General Meeting of Shareholders, Board of
Directors, and the Audit & Supervisory Committee, the Company established Executive Committee

Meetings to deliberate important company-wide policies and initiatives and to report on information
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needed for corporate management.

<Board of Directors>

The Company s Board of Directors deliberates and makes decisions on the execution of important
business. such as management strategy and basic management policies, and supervises the execution of
individual directors’ duties. In addition. the Company provides in its Articles of Incorporation that all or
part of decision-making for the execution of important business matters may be delegated to directors, so
as to facilitate quick and flexible decision-making.

The Board is made up of 15 directors, six of whom are highly independent outside directors.
<Audit & Supervisory Committee>
The Company’s Audit & Supervisory Committee audits and supervises the Board of Directors” decision-
making process and business execution through the exercise of voting rights at Board of Directors
meetings and the execution of its right to state opinions on the personnel changes and remuneration of
directors (excluding directors who are Audit & Supervisory Committee members) at the General Meeting
of Shareholders.

The Audit & Supervisory Committee is made up of five members, four of whom are highly independent
outside directors.
<Executive officer system>
The Company has also introduced an executive officer system. By separating execution and management,
the effectiveness of the oversight of the Board of Directors is enhanced, and decision-making is speeded
up through expanded debate by the Board of Directors and by delegating authority to executive officers. In
this way, the Company is working to further managerial efficiency.
<Officer Lineup & Remuneration Advisory Committee>
To further enhance the transparency, fairness and objectivity of the progess for nominating, appointing and
dismissing executive officers and candidates for directors, as well as for determining their remuneration,
the Company established an Officer Lineup & Remuneration Advisory Committee, comprised of nine
directors including six outside directors.

As an advisory body to the Board of Directors, the committee deliberates matters such as officer lineup
and policies regarding the selection and training of candidates, as well as remuneration payment policies
and the remuneration system and process based on those policies, which contribute to the Company's
sustainable growth and raising of corporate value in the medium and long term. The committee is chaired

by the Representative Director and Chairman of the Board.
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The composition of each meeting body is as shown below. (Board/committee chairs are marked with @)

Job title

Name

Qutside

Board of
Directors

Audit &
Supervisory
Committee

Officer Lineup
&

Remuneration
Advisory
Committee

Representative Director
and Chairman of the Board

Kiyotaka Shobuda

©

©

Representative Director,
President and CEO

Masahiro Moro

O

®)

Representative Director,
Senior Managing Executive
Officer and CFO

Jeffrey H. Guyton

Director and Senior
Managing Executive
Officer

Mitsuru Ono

O

Director and Senior
Managing Executive
Officer

Yasuhiro Aoyama

Director, Senior Managing
Executive Officer and CTO

Ichiro Hirose

Director and Senior
Managing Executive
Officer

Takeshi Mukai

Director, Senior Managing
Executive Officer and CSO

Takeji Kojima

Director

Kiyoshi Sato

Director

Michiko Ogawa

Director, Audit &
Supervisory Committee
Member (Full time)

Nobuhiko Watabe

Director, Audit &
Supervisory Committee
Member

Akira Kitamura

@ |Q 1O e |a| a |0 O

Director, Audit &
Supervisory Committee
Member

Hiroko Shibasaki

O

Director, Audit &
Supervisory Committee
Member

Masato Sugimori

O

O

O

@)

Director, Audit &
Supervisory Committee
Member

Hiroshi Inoue

©)

@)

®)

O

With this structure in place, the Company is working to clearly define authorities and responsibilities for

business execution, facilitate quick and adequate decision-making, and to improve the transparency and

efficiency of management.
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The Company’s structure for business operation and supervision is as shown below.

[ General meeting of shareholders ]
[Selection dismissal State Selection dismissal Selection dismissal
opinions|
27 Advice U :
Board of Directors report Officer Lineup &
_ Renmuneration
Audit & Supervisory Representative Advisory Commutiee
Committee wrector Ady
Audit
Report Directors (Audst & Supervisory —
d > Commiftee members) Superze | Director
(4 out of 5 are cutside directors) (excluding members of Audit & Executive Committee
'y Supervisory Commities) Meelings
(6 out of 15 are ovtside dueciors)
Repornt
y ¥
Accounting Hlipayie Committees
1
angiter - Euk & dha_nri_c Commitiee
- - - Lompany-wide information secunty
Al.ldlé‘ & Supervisory Y mteli.ng::
omnuttee o - Quality Comumittee
Sopmics || [omumeoten || OtiComan,
C ee, eir
Cooperate Report
¥
r
-
Division managers Group companies
¥ v
= Audit
Internal audit dept. Dpt. managers
3
Employees

Page ID

2) Outline of the resolutions of the Board of Directors related to the establishment of a system to ensure that
directors execute their duties in conformance with laws and regulations and the Articles of Incorporation,
and other systems to ensure the appropriateness of operations of the corporate group

a, System for the preservation and management of information related to directors’ execution of duties

* Minutes for the meetings of shareholders, the board of directors and other information related to the
execution of directors’ duties will be properly stored and managed in accordance with laws and

regulations, the Articles of Incorporation and all other related internal regulations, and the Audit &

Supervisory Committee Members will be allowed to review this information upon request.

b. Regulations and other systems related to the risk of loss
* Individual business risks will be managed by the relevant divisions. and company-level risks will be
managed by the divisions in charge in accordance with basic risk management policy and other related

internal regulations.
* In the event of serious management situations or emergencies such as disasters, appropriate measures
such as establishing an emergency headquarters will be taken in accordance with internal regulations

as necessary.

* The officer and department in charge of the promotion of risk management throughout the Company
will be stipulated, and risk management will be further strengthened and enhanced by activities such

as selting an agenda of priority issues for the Risk & Compliance Committee and checking and
evaluating the risk management in each department.
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* The Internal Auditing Department will check and evaluate risk management in all departments
through conducting internal audits, and it will regularly report to the board of directors and Audit &
Supervisory Commilttee,

c. System to ensure that directors execute their duties efficiently

* To meet business plan targets, activities will be carried out in each area of operations in accordance
with the medium- and long-term management plan and the annual fiscal year business plan.

* Allitems related to operations that must be submitted to the board as set forth in the Board of Directors
Regulations will be submitted at a board of directors meeting.

* Daily operations will be carried out efficiently in accordance with the division of duties among
executive officers based on the Administrative Authority Regulations, Work Allocation Regulations
and any other related internal regulations or by delegating authority 1o the executive officers.

d. System to ensure that directors and employees execute their duties in conformance with laws and
regulations and the Articles of Incorporation

* To further strengthen the oversight function of the board of directors and achieve greater management
transparency, independent outside directors will be appointed.

* The execution of duties by directors and other corporate officers and employees will be carried out
$0 as to ensure compliance with laws and regulations and the Articles of Incorporation in accordance
with the compliance system in which an officer in charge of compliance will be appointed and a
division in charge of compliance will be set up, and each divisional manager will be responsible for
the promotion of compliance under the Mazda Corporate Ethics Code of Conduect.

* The promotion of compliance will be based on company-wide promotion policies deliberated on by
the Risk & Compliance Committee and administered by the division that administers compliance
throughout the company.

* The Mazda Global Hotline (hereinafter “*hotline™) will be set up to receive reports when there has
been improper behavior in the context of laws and regulations or of the Mazda Corporate Ethics Code
of Conduct or when such behavior is suspected. The hotline will accept anonymous reports, and a
channel for receiving reports will be set up at an independent organization (a lawyer).

e. System to ensure the appropriateness of operations of the corporate group consisting of the Company
and its subsidiaries

- Subsidiaries will be requested to make advance reports to the Company on specific matters and on
the resolution of important operational issues in accordance with relevant internal regulations or to
seek the Company’'s approval of them.

* Subsidiaries will be given guidance and support so as to carry out appropriate risk management in
accordance with basic risk management policies and relevant internal regulations.

* Subsidiaries will be given guidance and support so as to introduce the corporate group’s medium-,
long-term and annual business plans and other initiatives and policies of the Company and to conduct
their business in accordance with them. Subsidiaries will also be given guidance and support as
needed to resolve important business issued that arise.

The Mazda Corporate Ethics Code of Conduct will be introduced to subsidiaries, and they will be
given guidance and support in carrying out their business in accordance with the code. The Audit &
Supervisory Committee and the internal auditing department will, as proper, conduct audits of group
companies’ compliance with laws, regulations and the Articles of Incorporation and the status of their
risk management.

f. Items related to the directors and employees to assist the Audit & Supervisory Committee in its work

* An organization to assist the Audit & Supervisory Committee with its work will be set up, and
employees (hereafter referred to as “Audit & Supervisory Committee staff”) who are not subjeet to
the guidance or directives of directors (excluding directors who are Audit & Supervisory Committee
Members) will be assigned to the organization.
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g. Items related to the independence of the aforementioned employees from directors and director-
employees (excluding directors who are Audit & Supervisory Committee Members) and ensuring the
effectiveness of instructions to these director-employees
* The transfer and evaluation of Audit & Supervisory Committee staff will be carried out by the Human

Resources Division afler prior discussion with the full-time Audit & Supervisory Committee
Members.

* Audit & Supervisory Committee staff will not be concurrently employed by any other department and
must report solely to the Audit & Supervisory Committee.

li. Systems for reports to the Audit & Supervisory Committee by directors (excluding directors who are
Audit & Supervisory Committee Members) and employees of the Company and its subsidiaries, for
other reports to the Audit & Supervisory Committee and to ensure that those who make reports will not
be subject to unfavorable treatment on account of making the report
* When directors (excluding directors who are Audit & Supervisory Committee Members; all following

references to directors are the same) or executive officers discover facts that may result in significant
harm to the Company, they will report such facts to the Audit & Supervisory Committee immediately.

- Directors and executive officers will report to the Audit & Supervisory Committee on serious lawsuits
and disputes, changes in accounting policy, major accidents, administrative punishment by the
authorities or other items that are to be discussed by the Audit & Supervisory Committee with the
directors or executive officers even if they are not facts that may result in significant harm to the
Company.

- Directors and executive officers will seek reports from subsidiaries™ directors, executive officers,
auditors or employees engaged in internal audits of subsidiaries on facts that may lead to a significant
loss to the Company or its subsidiaries and on other matters that the Audit & Supervisory Committee
will decide on after discussions with the directors or executive officers. These reports will be reported
to the Audit & Supervisory Committee,

» The Internal Auditing Department will make regular reports to the Audit & Supervisory Committee
on the results of its internal audits of the corporate group.

- Reports from employees of the Company or its major subsidiaries via the hotline will be received and
the status of such reports will be regularly reported to the Audit & Supervisory Committee.

- It will be made clear to the officers and employees of the corporate group that those who make reports
to the hotline or who cooperate in an investigation or who make reports to the Audit & Supervisory
Committee under the provisions of the preceding paragraph will not be subject to retaliation or
unfavorable treatment.

i Matters related to procedures for the advance payment or reimbursement of costs incurred in
conjunction with the execution of their duties by Audit & Supervisory Committee Members and
policies concerning the handling of other costs or claims incurred in the execution of their duties
* The Audit & Supervisory Committee will prepare a budget in advance for costs deemed to be

necessary to the execution of duties. Requests for reimbursement for costs incurred in an emergency
or on an impromptu basis may be made after the fact.

j. Other systems to ensure that Audit & Supervisory Committee can conduct its audits effectively
- The Audit & Supervisory Committee will audit directors’ (excluding directors who are Audit &

Supervisory Committee Members; all following references to directors are the same) execution of
duties in accordance with its annual plan.

+ The full-time Audit & Supervisory Committee Members will attend important meetings such as
meetings of the Exccutive Committee.

+ Close cooperation will be maintained between the Audit & Supervisory Committee and the Internal
Auditing Department and the accounting auditors, such as by holding regular meetings, etc.

* The Audit & Supervisory Committee will communicate with the directors. executive officers and the
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general managers of major departments through meetings and hearings on the execution of duties,

+ Cooperation will be maintained by holding meetings regularly with the full-time Audit & Supervisory
Committee Members and full-time corporate auditors of the major companies in the Mazda Group
and by sharing information with them.

K. Basic Views on Eliminating Anti-Social Forces

» The Mazda Group will have no connection with anti-social forces or groups nor carry out any acts to
facilitate the activities of such forces or groups. [n the event of unreasonable demands from anti-social
forces or groups, these will be dealt with firmly, including systematic efforts in cooperation with
external bodies such as the police or lawyers as necessary.

3) Other matters related to corporate governance

<Liability exemption for directors>

To allow directors to play their expected roles to the fullest in their execution of duties, the Company
provides in its Articles of Incorporation that, in accordance with the provisions of Article 426, Paragraph |
of the Companies Act, the Company may, within the limit of laws and regulations, exempt directors who
have neglected their duties (including former directors) from liability for damages by a resolution of the
Board of Directors.

<Qutline of the terms of liability limitation agreement>

The Company has concluded liability limitation agreements with outside directors to limit their liabilities
under Article 423, Paragraph 1 of the Companies Act, to the minimum liability amount stipulated in
Article 425, Paragraph 1 of the same, based on the provisions of Article 427, Paragraph | of the same.
<Outline of the terms of liability insurance agreement for officers, etc.>

The Company has entered into a liability insurance agreement for officers, ete. with an insurance company
as stipulated in Article 430-3, Paragraph | of the Companies Act, whereby legal damages and litigation
costs incurred due to a claim for damages against any insured person under the agreement will be covered
by the insurance agreement. However, the agreement contains certain exclusions. such as that damage
caused by illegal acts that were knowingly committed by the insured will not be covered, as a means to
prevent any impairment to proper execution of duties by the officers. This agreement covers the
Company's directors, executive officers and fellows, all of whose premiums are fully borne by the
Company.

<Number of Directors on the Board>

The Company’s Articles of Incorporation provide that the number of directors shall be not more than 12,
and the number of directors who are members of the Company’s Audit & Supervisory Committee shall be
not more than eight.

<Resolution requirements for the election of directors>

The Company provides in its Articles of Incorporation that its directors shall be elected by a majority of
the voting rights at a General Meeting of Shareholders at which shareholders holding not less than one-
third of the total shareholders™ voting rights are present and exercise their right to vote, and that
cumulative voting shall not be adopted for the purpose of electing the directors.

<Purchase of treasury shares=

The Company provides in its Articles of Incorporation that it may acquire its own shares by resolution of
the Board of Directors in accordance with Article 163, Paragraph 2 of the Companies Act, so that it may

respond flexibly to any future changes in business environment.
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<Decision-making body regarding dividends from surplus>
The Company’s Articles of Incorporation provide that the Company may. with a resolution of the Board
of Directors, distribute an interim dividend to shareholders and registered pledgees of shares who are on

the register as of September 30 each year, so that it can provide stable returns of profit to shareholders.

4) Activities of the Board of Directors
The Board of Directors holds meetings once a month in principle and also as and when necessary. In the
fiscal year ended March 31. 2023. the board held a total of 17 meetings. Attendance of each director is as

shown below.
As of March 31, 2023

i edai il gy
gﬁg;ﬁﬁ:ﬂ?ﬁ?&ﬁ;gr Wl Kiyotaka Shobuda 17 out of 17 meetings (100%)
lljfepsrizs;::t::; ec[égector, Akira Marumoto 17 out of 17 meetings (100%)
Ei;i?g::]gf?iigor Managing Mitsuru Ono 16 out of 17 meetings (94%)
E}iﬁzt{:;::ngé:ier Managing Akira Koga 17 out of 17 meetings ( 100%)
giiﬁccsgl;:rgéizior Mpriaging Masahiro Moro 17 out of 17 meetings (100%)
[E))i:;eccstoii:rgﬁs‘:::i()r Mpdagag Yasuhiro Aoyama 17 out of 17 meetings (100%)
gi;iifﬁzzlgé?;or Managing Ichiro Hirose 14 out of 14 meetings (100%)
Pt AR penior MAnaging | 1oy echi Mukai 14 out of 14 meetings (100%)
Director Kiyoshi Sato 17 out of 17 meetings (100%)
Director Michiko Ogawa 17 out of 17 meetings (100%)
?lii‘i‘ii;gi“;iﬂu‘féi”f’ﬁﬁfﬁi, Masatoshi Maruyama 17 out of 17 meetings (100%)
23;(;::::;;: l]j\i:ni:rug;ﬁim?é] Nobuhiko Watabe 17 out of 17 meetings (100%)
gir:‘iﬁﬁet:lﬁgniiupewisory Ichiro Sakai 17 out of 17 meetings (100%)
Egﬁ;iﬁgejﬂgnf;g“mmsm Akira Kitamura 16 out of 17 meetings (94%)
glﬁﬁf?;ex:lﬁgniiupewisory Hiroko Shibasaki 17 out of 17 meetings (100%)
g;:ii:;:t‘e):ﬁgni:rupewisory Masato Sugimori 17 out of 17 meetings (100%)

(Notes) L. The Board of Directors is chaired by Mr. Kiyvotaka Shobuda.
2. Directors Mr. Kiyoshi Sato, Ms. Michiko Ogawa, Mr. Ichiro Sakai. Mr, Akira Kitamura. Ms.
Hiroko Shibasaki and Mr, Masato Sugimori are outside directors.
3. The attendance of Directors Mr. Ichiro Hirose and Mr. Takeshi Mukai are for the meetings held
since they took office on June 24, 2022.
4. The attendance of Mr. Kiyoshi Fujiwara, who retired from his position as director on June 24,
2022, at the Board of Directors meetings held in fiscal year ended March 31, 2023 is as shown

below.
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Job title at the lime of retirement Name Altendance
Representative Director.
Executive Vice President and Kiyoshi Fujiwara | out of 3 meetings (33%)
Co0

<Specific matters discussed by the Board of Directors>
The Board of Directors deliberates and makes decisions on matters related to the execution of important
business, such as basic management policies and strategy. and supervises the execution of individual
directors’ duties. The Company also holds Executive Committee Meetings. where matters such as
important company-wide policies, strategies and plans and important actions are proposed, deliberated and
approved, and information needed for corporate management is reported. Items deliberated at Executive
Committee Meetings are reported to the Board of Directors, thus allowing the Board of Directors to
supervise the execution of duties by the management team.
Below are the key topics among the matters discussed at the Board of Directors meetings held during
the fiscal year ended March 31, 2023.
a. Medium-term Management Plan update and management policy up to 2030 (announced in November
2022)
b. Energy conservation, shift to renewable energies, and use of carbon neutral fuels for making Mazda
factories carbon neutral worldwide by 2035 (announced in June 2022)
¢. New partnerships for the development and production of electric drive units (announced in November
2022), phased approach electrification scenarios based on trends and situation in different markets

d. Status of operation of systems for internal control and risk management

5) Activities of the Officer Lineup & Remuneration Advisory Committee
The Company’s Officer Lineup & Remuneration Advisory Committee held a total of five meetings in the

fiscal year ended March 31. 2023. Attendance of each member is as shown below.
As of March 31, 2023

Attendance at the Officer Lineup
Job title Name & Remuneration Advisory

Committee meetings
Representative Director and : 7
Chl;irman of the Board Kiyotaka Shobuda 5 out of 5 meetings (100%)
E:ezzzséﬂ:t:::;eclggecmr, Akira Marumoto 5 out of 5 meetings (100%)
Director Kiyoshi Sato 5 out of 5 meetings (100%)
Director Michiko Ogawa 5 out of § meetings (100%)
Director, Audit & Supervisory ; ; ;
Coraiiiitee NMenbes P my Ichiro Sakai 5 out of 5 meetings (100%)
Director, Audit & Supervisory S e : ;
Committss Meinber p o Akira Kitamura 5 out of 5 meetings (100%)
g;ff;ﬁ;t e’:‘]'\f:: m&;}gru PETVISOTY | Hiroko Shibasaki 5 out of 5 meetings (100%)
gér;ﬁ?aeﬁﬁ%sruvemsow Masato Sugimori 5 out of 5 meetings (100%)

(Notes) . The Officer Lineup & Remuneration Advisory Committee is chaired by Mr. Kivotaka Shobuda.
2. Directors Mr. Kiyoshi Sato. Ms. Michiko Ogawa, Mr. Ichiro Sakai, Mr. Akira Kitamura, Ms.

Hiroko Shibasaki and Mr. Masato Sugimori are outside directors.
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3. The attendance of Mr, Kiyoshi Fujiwara, who retired from his position as director on June 24,
2022, at the Officer Lineup & Remuneration Advisory Committee meetings held in fiscal year

ended March 31, 2023 is as shown below,

Job title at the time of retirement Name Atrendance
Representative Director,

Execcutive Vice President and Kivoshi Fujiwara 0 out of 2 meetings (0%)
00

<Specific matters discussed by the Officer Lineup & Remuneration Advisory Committee>

The Officer Lineup & Remuneration Advisory Committee is an advisory body to the Board of Directors
established to further enhance transparency, fairness and objectivity of the process for nominating,
appointing and dismissing executive officers and candidates for directors as well as for determining their
remuneration. The committee deliberates matters such as officer lineup and policies regarding the
selection and training of candidates, as well as remuneration payment policies and the remuneration
system and process based on those policies, which contribute to the Company s sustainable growth and
raising of corporate value in the medium and long term, and reports the outcome to the Board of Directors,

Below are the key topics among the matters discussed at the Officer Lineup & Remuneration Advisory

Committee meetings held during the fiscal year ended March 31, 2023,

a. Appropriateness of the composition of directors and executive officers (ensuring the diversity and
skills mix required to achieve management policy goals) (executive personnel changes effective April
1. 2023, and executive personnel changes effective June 27, 2023)

b. Appropriateness of remuneration amount for directors and executive officers (ensuring conformity
with the policies on determining details of individual remuneration for directors (excluding directors
who are Audit & Supervisory Committee members) and comparison with the remuneration levels of
the benchmark companies whose size and line of business are similar to those of the Company. etc.)

¢. Draft proposal on the revision of the remuneration amount for directors (excluding directors who are
Audit & Supervisory Committee members) (placed on the agenda of the General Meeting of
Shareholders held on June 27, 2023)

1. Shareholdings
(1) Criteria and Approach to the Classification of Investment Shares
According to the Company s criteria. shares held for pure investment purpose are the shares it holds solely
for the purpose of gaining profit resulting from changes in share prices or dividends from shares, while
investment shares are the shares it holds for purposes other than pure investment.

(2) Investment Shares Held for Purposes Other than Pure Investment
a. Holding policy, methods for verifying the rationality of holdings. and verification of appropriateness
of holding for individual issues by the Board of Directors, etc.
Taking into overall consideration and verifying the business strategy. the necessity of business
activities such as maintaining and strengthening business dealings, and the comparison of benefits and
risks of cross-shareholding with the cost of capital, the Company will have cross-shareholdings when
it will lead to the enhancement of corporate value over the medium and long terms. If the purpose of

[
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cross-shareholdings is judged to have diminished, the Company will aim to reduce cross-
shareholdings. including the selling of shares based on the relevant company’s circumstances, etc,

Every year at a Board of Directors meeting, the Company individually verifies the appropriateness

of its major cross-shareholdings according to the above policy.

b. Number of issues and book value on balance sheet

unlisted shares

Number of Total book value on
issues balance sheet
(Issues) {Millions of yen)
Unlisted shares 25 939
Shares other than 3 81.074

(Issues for which the number of shares held increased in the fiscal year ended March 31, 2023)

Number of
issues
(Issues)

Total acquisition cost

concerning increase in

the number of shares
(Millions of yen)

Reasons for the increase
in the number of shares

Unlisted shares

Shares other than
unlisted shares

Number of
issues
(Issues)

Total sale value
concerning decrease in
the number of shares

(Millions of yen)

Unlisted shares

Shares other than

unlisted shares

(Issues for which the number of shares held decreased in the fiscal year ended March 31, 2023)
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¢. Number of shares and book value on balance sheet, ete. per issue of the specified investment shares

and deemed holdings of shares

Specified investment shares

Fiscal year Fiscal year
ended March | ended March
31.2023 31,2022
Number of | Numberof [Purpose of holding, outline of business| Shares of
et o shares_ shares alliance. etc., quantitative effect of the
(shares) (shares) holding ™), and reasons for the |Company
Book value on|Book value on| increase in the number of shares held | owned
balance sheet | balance sheet
(Millions of | (Millions of
yen) yen)
Toyota Motor 41.466.500 | 41.466.500 | To maintain and strengthen alliance v
Corporation 77.957 92.159 | in automobile business &
DalkyaNishikaws 3.541.800 3.541.800 | To lr}ainta‘in and stfengthen
Corporation 2284 1913 re[anons?hlp of vehicle parts Yes
transactions
?}";:::QIOG%L?IIHQ 157';‘22 IS?'(!‘?g To facilitate financial transactions No

Notes

1. All issues that fall under specitied investment shares are listed, including DaikyoNishikawa

Corporation and Sumitomo Mitsui Financial Group. Inc., whose book values on balance sheet
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are less than 1 percent of capital stock.

2. Although it is difficult to describe the quantitative effects of holding, the Company verifies
the rationality of holding by taking into overall consideration the business strategy, the
necessity for business activities such as maintaining and strengthening business dealings.
while also weighing the benefits and risks of holding and capital costs.

3. Sumitomo Mitsui Financial Group, Inc., does not own shares of the Company. but its

subsidiary, the Sumitomo Mitsui Banking Corporation, holds the Company’s shares.
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CONSOLIDATED BALANCE SHEETS

Mazda Motor Corporation and Consolidated Subsidiaries
As of March 31, 2022 and 2023

Thousands of
U.S. dollars
Millions of yen (Note 1)
ASSETS 2022 2023 2023
Current assets:
Cash and cash equivalents (Note 3) ¥ 740,385 ¥ 717,093 § 5,351,440
Trade notes and accounts receivable (Notes 5 and 13) 146,136 166,921 1,245,679
Inventories (Notes 8 and 10) 399,923 670,904 5,006,746
Other current assets 173,182 170,819 1,274,770
Allowance for doubttul receivables (1,813) (1,573) (11,739)
Total current assets 1.457.813 1,724,164 12,866,896
Property, plant and equipment:
Land (Note 9) 418454 419,419 3,129,993
Buildings and structures 568,740 585,380 4,368,507
Machinery. equipment and vehicles 974,510 1,019,989 7,611,858
Tools, furniture and fixtures 337.082 350,775 2,617,724
Leased assets 33,622 40,085 299,142
Construction in progress 82,949 61,947 462,291
2,415,357 2,477,595 18,489,515
Accumulated depreciation (1,268.641) (1,312,989) (9,798,425)
Nel property, plant and equipment (Notes 10 and 19) 1,146.716 1,164,606 8,691,090
Intangible assets (Note 19) 48,358 54,614 407,567
Investments and other assets:
Investment securities | Note 3):
Affhated companies 122,050 125,653 937,709
Other 100,142 89,242 665,985
Asset for retirement benefits (Nowe 21) 7.912 12,289 91,709
Deferred tax assets (Note 22) 37,256 51,011 380,679
Other investments and other assets 52,964 37,955 283,246
Allowance for doubtful receivables (5,063) (283) (2,112)
Total investments and other assets 315,261 315,867 2,357,216
Total assets ¥ 2968148 ¥ 3,259,251 $ 24,322,769
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Thousands of
LS dollars
Millions of yen (Note 1)
LIABILITIES AND NET ASSETS 2022 2023 2023
Current liabilities:
Short-term debt (Notes 5 and 10) 1,526 ¥ 1,460 s 10,896
Long-term debt due within one year (Notes 5 and 10) 66,831 206,426 1,540,493
Trade notes and accounts payable 345443 480,975 3,589,366
Income taxes payable 6,621 18,212 135,910
Accrued expenses 287,268 344,778 2,572,970
Reserve for warranty expenses 66,261 85,647 639,157
Provision for loss on compensation for damage 11,500 400 2,985
Other current habilities (Notes 5. 15 and 22) 113,483 123,322 920,314
Total current habilities 898,933 1,261,220 9,412,091
Non-current liabilities:
Long-term debt due after one year (Notes 5 and 10) 609,098 416,209 3,106,037
Deferred tax liability related to land revaluation (Note 9) 64,537 64,434 480,851
Liability for retirement benefits (Note 21) 33433 18,238 136,104
Provision related to environmental regulations - 14,533 108,455
Other non-current liabilites (Notes 5 and 22 45,450 27.816 207,583
Total non-current liabilities 752,518 541,230 4,039,030
Total liabilities 1,651,451 1,802,450 13,451,120
Contingent liabilities (Note 11)
Net assets:
Capital and retained eamings (Notes 13):
Common stock 283,957 283,957 2,119,082
Authorized: 1,200,000,000 shares
Issued: 631,803,979 shares in 2023 and 2022
Capital surplus 263,003 263,035 1,962,948
Retained earnings 581.458 699,231 5,218,142
Treasury stock (2,100) (1,995) (14,888)
(1,841,110 shares in 2023 and 1,938,951 shares in 2022)
Total capital and retained earnings 1,126,318 1,244,228 9,285,284
Accumulated other comprehensive income/(loss).
Net unrealized gain/(loss) on available-for-sale securities 29.707 20,243 151,067
Deferred gains/(losses) on hedges (1.314) (68) (507)
Land revaluation (Note 9) 145,536 145,302 1,084,343
Foreign currency translation adjustment (0.162) 14,184 105,851
Accumulated adjustments for retirement benefits 7.055 15,709 117,231
Total accumulated other comprehensive income 174,822 195,370 1,457,985
Stock acquisition rights (Note 14) 440 475 3,545
Non-controlling interests 15,117 16,728 124,835
Total net assets 1,316,697 1,456,801 10,871,649
Taotal liabilities and net assets 2,968,148 ¥ 3,259,251 § 24,322,769
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CONSOLIDATED STATEMENTS

OF OPERATIONS AND COMPREHENSIVE INCOME

Mazda Motor Corporation and Consolidated Subsidiaries
Years ended March 31, 2022 and 2023

Consolidated Statements of Operations

Thousands of

U.8. dollars
Millions of yen (Note 1)
2022 2023 2023
Net sales (Note 15) 3,120,349 3,826,752 $ 28,557,851
Cost and expenses:
Cost of sales 2,432,645 3,025,230 22,576,343
Selling, general and administrative expenses (Note 16) 583.477 59,553 4,922,038
3.016,122 3,684,783 27,498,381
Operating income 104,227 141,969 1,059,470
Other income/{expenses):
Interest and dividend income 5,795 13,169 98,276
Interest expense (6,782) (8,483) (63,306)
Equity in net income/(loss) of affiliated companies (4.074) 15,777 117,739
Other, net (Notc 18) 13,233 7,540 56,269
8,172 28,003 208,978
Income before income taxes 112,399 169,972 1,268,448
Income taxes (Note 22):
Current 11,219 44,523 332,261
Deferred 18,833 (18,790) (140,223)
30,052 25,733 192,038
Net income 82,347 144,239 1,076,410
Net income attributable to non-controlling interests 790 1,425 10,634
Net income attributable to owners of the parent 81,557 142,814 $ 1,065,776
1.5, dollars
Yen (Note 1)
Amounts per share of common stock:
Net income:
Basic 12949 226,71 § 1.69
Diluted 129,38 226.52 1.69
Cash dividends applicable to the year 20.00 45.00 0.34
Nel assets 2,065 74 2,285.21 17.05
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Consolidated Statements of Comprehensive Income Thousands of
U.8. dollars
Millions of yen (Note 1)
2022 2023 2023
Net income ¥ 82,347 ¥ 144,239 S 1,076,410
Other comprehensive income/(loss):
Net unrealized gain/(loss) on available-for-sale securities 13,709 (9,466) (70,642)
Deferred gains/(losses) on hedges (1,141) 1,241 9,261
Foreign currency translation adjustment 20,909 14,371 107,246
Adjustments for retirement benefits 8,807 8,639 64,470
Share of other comprehensive income/(loss) of atfiliates s
accounted for using equity method i Syl A= o8
Total other comprehensive income/(loss) 47,476 21,226 158,403
Comprehensive income ¥ 129,823 ¥ 165,465 § 1,234,813
Comprehensive income/(loss) attributable to:
Owners of the parent 128,231 163,596 1,220,865
Non-controlling interests 1,592 1,869 13,948
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CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS

Mazda Motor Corporation and Consolidated Subsidiaries
Years ended March 31, 2022 and 2023

Millions of ven

Page ID

Capital and retaned

Capital stock Capital surplus Retained camings Treasury stock Total
April 1,2021 ¥ 283,957 ¥ 163,028 ¥ 508,784 ¥ (2,187) ¥ 1,053,582
Cumulative effects of changes m = . (8.883) T (8,883
accounting policies
Restated balance 283,957 263,028 499.90] (2,187) 1.044,699
Increasef{decrease)
Dividends pad - - e - =
Net income attributable to owners of the parent - - 81,557 - 81,557
Purchase of treasury stock . - - n (
Sale of treasury stock - (25) = 88 63
Changes in scope of consolidation - - - ¥ =
Reversal for land revaluation z ¥ = < F
Change in ownershup interest of
parent ansing from transactions & 3 z s =
with non-controlling sharcholders
Changes in items other than capital snd
retamed earmings, net = § ) E E
Total changes during the fiscal year - (25) 81,557 87 Bl619
April 1, 2022 ¥ 281,957 ¥ 263,003 ¥ 381 458 ¥ (2,100 ¥ 1126318
Cumulative effects of changes in
accounting policies ’ a 5 B 3
Restated balance 283,957 263,003 581,458 (2,100) 1,126,318
Increasef{decrease)
Dividends paid - - (25,197) - (25,197)
Net income attributable 10 owners of the parent - - 142,814 - 142,814
Purchase of treasury stock - - - (2) (2)
Sale of treasury stock - (29) - 107 78
Changes in scope of consolidation - - (78) - (78)
Reversal for land revaluation - - 234 = 234
Change in ownership interest of
parent arising from transactions - 61 - - 61
with non-controlling shareholders
Changes in items other than capital and
retamed eamings, net 3 5 3 3 =
Total ch during the fiscal year - 32 117,773 105 117,910
March 31, 2023 ¥ 283,957 ¥ 263,035 ¥ 699,231 ¥ (1,995) ¥ 1,244,228
Millions of yen
Accumulited other comprel ncome/(loss)
Net unrealized Foreien Accumulated
main'{loss)on  Deferred currency adjustments Stock Non-
available-for- gains/{losses) Land translation  for rebirement nequisition  controlling Total
sale securities _on hedwes  revaluation  adjustment benefits Total nghts nierests net assets
April 1,2021 ¥ 16002 ¥ (312) ¥ 145536 ¥ (30.897) ¥ (2,181) ¥ 125,148 ¥ 382 ¥ 13,713 ¥ 1195830
Cumulative effects of changes in
accounting policies - ks % - 3 ¥ 5 3 G (.48)
Restated balance 16,002 (312) 145,536 130,897) (2,181) 128,148 382 13,718 1,186,947
Increasel|decrease)
Dividends paid - . - = = = 2 i =
Net income attributable 10 owners of te parent - - - - - - - - 81,557
Purchase of treasury stock - - - 5 - - - - (1)
Sale of reasury stock & = = & - - - N &3
Changes in scope of consohdation - - - - - - - - -
Reversal for land revaluation - - - - - - - - -
Change in ownership interest of
parent arising from transactions = - - - t: " = 3 2
with non-controlling shareholders
it T Y Otk sl i 13,705 (1,002) - s 0236 466 58 1,399 48,131
refamed eaminys, net
Total changes during the fiscal vear 13,705 {1,002) - 24,735 9,236 46,674 58 1,399 129,750
April 1, 2022 ¥ 29707 ¥ (L314) ¥ 145536 ¥ (6162) ¥ 7055 ¥ |74822 ¥ 440 ¥ 15117 ¥ 1316697
Cumulative effects of changes in
accounting policies % . 3 & = = i = E
Restated balance 29,707 (1,314) 145,536 (6,162) 7.055 174,822 440 15,117 1,316,697
Increase/idecrease)
Dividends paid - - - = 3 = - = (25,197)
Net income atiributable o owners of the parent & - - - < = = - 142,814
Purchase of treasury stock - - - - - - - - (2)
Sale of treasury stock = Z = - - - - - 78
Changes in scope of consolidation - - - - - - = = (78)
Reversal for land revaluation - - ud - v = = = 234
Change i ownership interest of
parent arising from transactions - - - - - - - - 61
with non-controlling shareholders
£ ':;‘:';f‘:‘;"e:n’“; °T’::lth““ Fepitalsna. (9,464) 1,246 (@34 20346 8,654 20,548 3s 1,611 22,194
Total changes during the fiscal year (9,464) 1,246 (234) 20,346 8,654 20,548 35 1,611 140,104
March 31, 2023 ¥ 20,243 ¥ (68) ¥ 145301 ¥ 14,184 ¥ 15,709 ¥ 195370 ¥ 475 ¥ 16,728 ¥ 1,456,801
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Ti ds of LIS dollars (Note 1)
Capital and retamed earmings
Capital stock Capital surplus Retained eamnings Treasury stock Total
April 1, 2022 $2,119,082 51,962,709 $§ 4339239 $ (15,672) 5 B405358
Cumulative effects of changes in
accounting policies = ¥ 5 ¢ i
Restated balance 2,119,082 1,962,709 4,339,239 (15,672) 8,405,358
Increasef{decrease) = = = & i
Dividends pad - - (188,037) - (188,037)
Net income antributable 1o owners of the parent - - 1,065,776 - 1,065,776
Purchase of treasury stock - - - (15) (15)
Sale of treasury stock - (216) - 799 583
Changes in scope of consolidation - - (582) - (582)
Reversal for land revaluation - - 1,746 - 1,746
Change in ownership interest of’
parent arising from transactions = 455 - - 455
with non-controlling shareholders
Changes in items other than capital and . . . - -
retamned eamings, net
Total changes during the fiscal yvear - 239 B78,903 T84 879,926
March 31, 2023 $2,119,082 $1,962,948 S 5,218,142 5§ (14,888) S 9,285284
Thousands of U S dollars (Nole 1)
Accumulated other comprehe income/(loss)
Net unrealized Forewn Accumulated
wan/(loss) on  Deferred currency adjustments Stock Non-
avalable-for- gains/{losses) Land wanslation  for retirement acquisition  controlling Toal
sale securities on hedges  revaluation  adjustment benefits Total rights interests net assets
April 1, 2022 § 221694 § (9806) 51,086,000 § (45985) § 52,649 $1304642 S 3284 S 112813 § 9826097
Cumulative effects of changes in
accounting policies g S = = E * 3 3 3
Restated halance 221,694 (9,806) 1,086,090 (45,985) 52,649 1,304,642 3,284 112,813 9,826,097
Increase/{decrease) - - = - g 5 = = -
Dividends paid - - - - - - - = (188,037)
Net income attributable to owners of the parent - - - - - - - - 1,065,776
Purchase of treasury stock - - - - - - - - (15)
Sale of treasury stock - < = 3 = = - i 583
Changes in scope of consohdation - - - - - - - - (582)
Reversal for land revaluation - - - - - = = - 1,746
Change in ownership interest of
parent arising from transactions = = = x - = 3 2 455
with non-controlling shareholders
C::“;‘ﬁi;':ﬁ':';ﬂ‘i:“:: Ut sapirat acid (70,627) 9,299 (1,747) 151,836 64,582 153343 261 12,022 165,626
Total changes during the fiscal year (70.627) 9,299 (1,747) 151,836 64,582 153,343 261 12,022 1,045,552
March 31, 2023 § 151,067 § (507) 51,084,343 S 105851 § 117,231 S1457985 § 3,545 S 124835 S 10,871,649
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Mazda Motor Corporation and Consolidated Subsidiaries
Years ended March 31, 2022 and 2023

Thousands of
U.S. dollars
Millions of yen (Note 1)
2022 2023 2023
Cash flows from operating activities:
[ncome before income taxes ¥ 112,399 ¥ 169972 S 1,268,448
Adjustments to reconcile income before
income taxes to net cash provided by/(used in) operating activities:
Depreciation and amortization 90,281 105,950 790,672
Impairment loss 691 296 2,209
Inerease/(decrease) n allowance for doubtful receivables 4,625 (4,688) (34,985)
Increase/(decrease) in reserve for warranty expenses (14.243) 19,386 144,672
Increase /(decrease) in provision for loss on compensation for damage 11,500 (11,100) (82,836)
Increase/(decrease) in provision related to environmental regulations - 14,533 108,455
Increase/(decrease) in liability for retirement benefits (5.169) (7.251) (54,112)
Interest and dividend income (5,795) (13,169) (98,276)
Interest expense 6,782 8483 63,306
Equuty in net loss/(income) of affilinted companies 4.074 (15,777) (117,739)
Loss/(gain) on change in equity (4,047) - -
Loss/{gain) on sale and retirement of property. plant and equipment, net 4,597 4,687 34,978
Loss on hquidation of subsidiaries and affiliates - 10,953 81,739
Decrease/(increase) in trade notes and accounts receivable (17,929) (17.509) (130,664)
Decrease/(increase) in inventories 77411 (258,052) (1,925,761)
Decrease/(increase) in other current assets (24,064) (5,222) (38,970)
Increase/(decrease) in trade notes and accounts payable (22.963) 127,833 953,978
Increase/(decrease) in other current liabilities 11.043 56,210 419,478
Other (52.763) (41,028) (306,182)
Subtotal 176,430 144,507 1,078,410
Interest and dividends received 36,743 20,755 154,888
Interest paid (9,176) (8,112) (60,537)
Proceeds from insurance income 1,009 - -
Income taxes refunded/(paid) (18,250) (19,726) (147,209)
Refund of income taxes for prior periods 2,456 - -
Other (37) - -
Net cash provided by/(used in) operating activities 189,155 137,424 1,025,552
Cash flows from investing activities:
Net decrease/(increase) in time deposits 203 - -
Purchase of investment securities (389) (3,124) (23,313)
Proceeds from sales and redemption of investment securities 323 433 3,23
Purchase of property, plant and equipment 1121.946) (79,787) (595,425)
Proceeds from sale of property, plant and equipment 709 822 6,134
Purchase of intangible assets (17.405) (19,341) (144,336)
Net decrense/(increase) in short-term loans receivable 598 2) (15)
Payments of long-term loans receivable (145) (19) (142)
Collections of long-term loans receivable 1,480 98 731
Other 335 1,493 11,142
Net cash provided by/{used in) invesling aetivities (136,237) (99,427) (741,993)
Cash flows from financing activities:
Net increase/(decrease) in short-term debt (92) (74) (552)
Proceeds from long-term debt 70,709 4,947 36,918
Repayments of long-term debt (156,891) (69,418) (518,045)
Cash dividends paid - 125,197) (188,037)
Cash dividends paid to non-controlling interests (193) (197) (1,470)
Net decrease/(increase) in treasury stock 62 76 567
Net cash provided bv/(used in) financing activities (86,403) (89,863) (670,618)
Effect of exchange rate fluctuations on cash and cash equivalents 35,079 28,884 215,552
Net increase/(decrease) in cash and cash equivalents 1,592 (22,982) (171,507)
Cash and cash equivalents at beginning of the period 738,793 740,385 5,525,260
D;crtuse in ca,sh a.md cash equivalents resulting from exclusion of subsidiaries = 310) 2,313)
rom consolidation
Cash and cash equivalents at end of the period ¥ 740,383 ¥ 717,093 S 5351440
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Mazda Motor Corporation and Consolidated Subsidianes

[l BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS s o7
The accompanying consolidated financial statements of Mazda Motor Corporation (the “Company™) and its ‘
consolidated subsidiaries (together, the “Group™) have been prepared in accordance with the provisions sel forth in
the Financial Instruments and Exchange Law of Japan and its related accounting regulations and in conformity with
accounting principles generally accepted in Japan (“Japancse GAAP™). wh ich are different in certain respects as to
application and diselosure requirements from International Financial Reporting Standards (“[FRS™).

For the convenience of readers outside Japan. the accompanying consolidated financial statements have been
reformatied and translated into English from the consolidated financial statements of the Group prepared in
accordance with Japanese GAAP and filed with the appropriate Local Finance Bureau ol the Ministry of Finance as

required by the Financial Instruments and Exchange Law of Japan, Certain supplementary information included in the

statutory Japanese language consolidated financial statements is not presented in the accompanying consolidated

financial statements.
The conversion of the Japanese yen into LS. dollars is included solely for the convenience of readers outside

Japan. using the prevailing exchange rate at March 31, 2023, which was ¥134 1o U.S. 51,00, The conversions should

not be construed as representations that the Japanese yen have been. could have been, or could in the future be
converted into LS. dollars at this or any other rate of exchange.

B SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statements include the Company and companies, over which the Company

has power of control through majority voting rights or there are certain conditions evidencing control by the
Company. Investments in afTiliates, over which the Company has the ability to exercise significant influence over
operating and financial policies of the investees. are accounted for under the equity method.

The consolidated financial statements include the Company and 70 subsidiaries (71 in the year ended March 31,
2022). In addition, 20 affiliates (18 in the year ended March 31, 2022) are accounted for under the equity method.

The consolidated balance sheet date is March 31, Among the consolidated subsidiaries, 21 companies have fiscal

year-ends for their stalutory financial statements that are different from the consolidated balance sheet date, most of
which are December 31. In preparing the consolidated financial statements. [or 7 of the 21 companies, provisional
settlement of accounts that are prepared for consolidation are used (o supplement the companies” statutory financial
statements. For the other 14 companies. in preparing the consolidated financial statements. financial statements of
these companies with different balance sheet dates are used. However. adjustments necessary in consolidation are
made for material transactions that have occurred between the balance sheet date of these subsidiaries and the
consolidated balance sheet date,

FOREIGN CURRENCY CONVERSION

Receivables and payables denominated in foreign currencies are converted into Japanese ven at the exchange rate at

the year-end; gains and losses in foreign currency conversion are included in the income for the current period.
Balance sheet accounts of consolidated foreign subsidiaries are converted into Japanese yen at the rates on the

subsidiaries” balance sheet dates except for net assets accounts, which are converted at the historical rates, Income

Page ID

statement accounts of consolidated foreign subsidiaries are converted into Japanese ven at the average rates during the

subsidiaries’ accounting periods. with the conversion difTerences prorated and included in the net assels as a foreign
currency conversion adjustment and non-controlling interests in the consolidated subsidiaries.

CASH AND CASH EQUIVALENTS

The Group considers all highly liquid short-term investments with a minimum risk of price fluctuation, whose
maturity date comes within three months from the time of purchase, to be cash equivalents.

SECURITIES

Securities are classified as (a) sceurities held for trading purposes (hereafier, “trading securitics™), (b) debt sceurities

intended to be held to maturity (hereafter. “held-to-maturity debt securities™). (¢) equity securities issued by the
unconsolidated subsidiaries and affiliated companies. and (d) all other securities that are not classified in any of the
ahove categories (herealter, “available-for-sale securities™).

The Giroup does not have trading securities. Held-to-maturity debt securities are stated at amortized cost. Equity
securities issued by unconsolidated subsidiaries and affiliated companies that, based on the applicable materiality
provisions of Japanese GAAP, are not accounted for under the equity method are stated at moving-average cost.
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Available~-for-sale securities with available fair market values are stated at fair market value, Unrealized gains and
unrealized losses on these securities are reported, net of applicable income taxes, as a separate component of
accumulated other comprehensive income within net assets, Realized gains and losses on the sale of such securities
are computed using moving-average cost. Availuble-for-sale securities without available fair market values nre stated
mainly at moving-average cost.

If the fair market value of equity securities issued by unconsolidated subsidiaries and affiliared companies not on
the equity method and of available-for-sale securities declines significantly. such securities are stated at [air market
value and the difference between [air market value and the carrying amount is recognized as a loss in the period of the
decline, If the fair market value of equity securities issued by unconsolidated subsidiaries and affiliated companies
not on the equity method and of available-for-sale securities is not readily available and the net asset value declines
significantly, such securities shall be written dawn to net asset value with a corresponding charge to income. In these
cases, such fair market value or the net asset value will be the carrying amount of the securities at the beginning of the
next fiscal vear.

DERIVATIVES AND HEDGE ACCOUNTING
Derivative linancial instruments are mainly stated at fair value, and changes in the fair value are recognized as gains
or losses unless derivative financial instruments are used for hedging purposes and meet criteria for hedge accounting,
If derivative financial instruments are used as hedges and meet certain hedging criteria, recognition of gains or
losses resulting from changes in the fair value of derivative financial instruments is deferred until the related losses or
gains on the hedged items are recognized.
Also, if'interest rate swap contracts are used as hedges and meet certain hedging criteria, the net amount to be paid
or received under the interest rate swap contract is added to or deducted from the interest on the assets or liabilities
for which the swap contract was executed,

INVENTORIES
Inventories are stated at the lower of cost (determined principally by the weighted average method). or net realizable
value.

PROPERTY, PLANT AND EQUIPMENT (EXCEPT FOR LEASED ASSETS)

Property, plant and equipment are stated principally at cost, Depreciation is computed mainly using the straight-line
method over the estimated useful lives of the assets with a residual value at the end of useful lives 1o be a
memorandum value,

INTANGIBLE ASSETS (EXCEPT FOR LEASED ASSETS)
Intangible assets arc amortized using the straight-line method over the estimated useful lives of the assets.
Software for internal use is amortized on a straight-line hasis over the period of internal use. 1.e. 5 years,

AMORTIZATION OF GOODWILL,

The difference between the consideration transferred and the Fair value of net assets acquired is shown as goodwill,
and amortized on a straight-line basis over a period (primarily 5 years) during which each investment is expected to
generale benefits.

LEASED ASSETS

FINANCE LEASES TN WHICH OWNERSHIP IS NOT TRANSFERRED TO THE LESSEE

Contents of leased assets are as follows. Property, plant and equipment are mainly sales administration facilities, parts
of automobile manufacturing equipment and molds, and electronic calculators, Intangible assets are software.

Finance leases are capitalized on the consolidated balance sheet. Depreciation or amortization expense is
recognized on a straight=line basis over the lease period.

For leases with a guaranteed minimum residual value, the contracted residual value is considered to be the residual
value for financial accounting purposes. For other leases, the residual value is zero,

The consolidated foreign subsidiaries that apply IFRS or Generally Accepted Accounting Principles in the U.S.
(*UIS GAAP™) have adopted IFRS 16 “Leases™ ("IFRS 16™) or Accounting Standards U pdate (“ASU™) 2016-02
"Leases." In accordance with these accounting standards, the lessee recognizes in principle all of the lease assets and
lease liabilitics on the balance sheet, For lease assets, depreciation or amortization expense is recognized on a
straight-line basis over the lease period.
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ALLOWANCE FOR DOUBTFUL RECEIVABLES

Allowance for doubtful receivables provides for losses from bad debts. The amount estimated to be uncollectible is
recorded, For receivables at an ordinary risk. the amount is based on the past default ratio, and for receivables at a
high risk, the amount is caleulated in consideration of the collectibility of individual receivables.

RESERVE FOR WARRANTY EXPENSES

Reserve for warranty expenses provides for after-sales expenses of products (vehicles). In accordance with the
coverage of the warranty booklel and relevant laws and regulations, the amount is estimated per produet warranty
provisions and actual costs incurred in the past, taking future prospects and expected reimbursements into
consideration,

PROVISION FOR LOSS ON COMPENSATION FOR DAMAGE
Provision for loss on compensation for damage provides for expected loss from compensation for damages in the
furure when the loss is probable and the amount is reasonably estimable,

PROVISION RELATED TO ENVIRONMENTAL REGULATIONS
Provision related to environmental regulations provides for the estimated costs of complying with environmental
regulations at the end of the fiscal year.

REVENUES

The main business ol the Group is the manufacturing and sale of automobiles and their components, as well as
maintenance services. For product sales. the revenue is recognized when control over the products is transferred to the
customer and the performance obligation is satisfied. This transfer generally takes place when the product is delivered
ata location agreed with the customer. Maintenance services, etc. are treated as a separate performance obligation
from the delivery of the product. For non-recurring services such as maintenance, the performance obligation is
satisfied and the revenue is recognized when the service is completed and delivered to the customer. For recurring
services such as Connected Services, the performance obligation is satisfied and the revenue is recognized over the
period the service is provided.

Revenue is measured based on the consideration specified in the contract with the customer and excludes amounts
collected on behalf of third parties. The total consideration of the contract is allocated to performance obligations
based on their standalone selling prices. These standalone selling prices are determined with reference to the selling
prices of similar products or services. or other reasonably available information,

The Group provides dealers with sales incentives caleulated based on sales promoltion programs, which generally
represent discount from the Group to dealers. This sales incentive is deducted from the revenue recognized when the
applicable product is delivered to the dealers.

The consideration for the product is usually collected from customers within 30 days from the time when revenue
is recognized, and the consideration for the service is collected from customers within 30 days from the time when the
service is provided, and there are no significant payment terms.

EMPLOYEES' RETIREMENT BENEFITS

The Group provides various types of post-employment benefit plans, including lump-sum plans, defined benetit
pension plans, and defined contribution pension plans, under which all eligible employees are entitled to benefits
based on the level of wages and salaries at the time of retirement or termination, length of service. and certain other
factors.

In caleulating the retirement benefit obligations. the method of attributing expected benefit to the accounling
period is based mainly on a benefit formula basis.

The recognition of actuarial differences is deferred on the straight-line basis over a period equal to or less than the
average remaining service period of employees at the time such gains or losses are realized (mainly 13 years). The
amortization of net gains or losses starts from the year immediately following the year in which such gains or losses
arise.

The recognition of past service costs is deferred on a straight=line basis over a period equal to or less than the
average remaining service period of employees at the time such cost is incurred (mainly 12 years),
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INCOME TAXES .
[ncome taxes comprise corporation, enterprise, and inhabitants taxes. Deferred tax assets and liabilities are recognized

to reflect the estimated tax effects attributable to temporary difTerences and tax loss carryforwards, Deferred tax assets
and liabilities are measured using the enacted tax rates that are expecte! fo apply when the temporary differences are
expected 1o reverse, The measurement of deferred tax assets is reduced by a valuation allowance, if necessary. by the
amount of any tax benefits that are not expected to be realized.

AMOQUNTS PER SHARE OF COMMON STOCK
The calculations of net income per share of common stock are based on the average number of shares outstanding
during cach vear, Diluted net income per share of common stock is calculated based on the average number of shares
outstanding during each vear after giving effect to the diluting potential o' common stock o be issued upon the
exercise of stock acquisition rights and stock options.

Cash dividends per share represent amounts applicable for the respective years on an accrual basis.

PRESENTATION OF OPERATING LEASE ASSETS UNDER US GAAP
Operating leasc assets under US GAAP are included in leased assets under property. plant and equipment.

RECLASSIFICATION
Certain comparative figures have been reclassified to conform with the current period's presentation,

B SIGNIFICANT ACCOUNTING ESTIMATES
Accounting estimates are calculated based on the information available at the time of the preparation of the
consolidated financial statements, Accounting estimates that are recorded in the consolidated financial statements for
the current fiscal year and have a risk of a material effect on consolidated financial statements for the next fiscal year
are as follows:

RESERVE FOR WARRANTY EXPENSES
1) Amounts reported in the consolidated financial statements are as follows:

Thousands of
Millions of yen US dollars
As of March 31 2022 2023 2023
Reserve for warranty expenses ¥ 66,261 ¥ B5.647 § 639,157

2) Other information that assists readers of consolidated financial statements in understanding the nature of the
estimates:

For after-sales service expenses of products, the Group estimates future repair costs to be incurred in accordance with

the coverage of the warranty booklet (“general warranty”) and with the related laws and regulations such as recalls

and seryice campaigns (“'recall-related repair costs™), and records them in the reserve for product warranty expenses,

The estimation also reflects the expected reimbursement amounts (o be recovered [rom the supplier.

Of the above, the reserve for general warranty is estimated by calculating the repair cost per vehicle for each major
market based on historical data. and multiplying it by the number of vehicles covered under the warranty. The reserve
for recall-related repair costs is estimated for each recall and service campaign. It is estimated by calculating the repair
cost per vehicle. which includes parts costs and labor costs, and multiplying it by the estimated number of vehicles
subject to each recall and service campaign. With regard to the expected reimbursement amounts to be recovered
from the supplier, based upon the analysis of the causes of defects, the expected reimbursement rate is determined by
considering technical responsibility. the suppliers” payment ability, and the status of negotiations with suppliers. It is
then incorporated into the calculation of the reserve.

The assumptions used in the estimates of the recall-related repair costs per vehicle and the number of vehicles
covered under the warranty involve management's judgment and future uncertainty. Therefore, if there is a significant
change in these assumptions, additional recognition or reversal of reserve for warranty expenses may be required.
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ACCOUNTING CHANGES

CHANGES IN ACCOUNTING POLICIES

-APPLICATION OF' ACCOUNTING STANDARD FOR FAIR VALUL MEASUREMENT

‘The Group has applied the “Implementation Guidance on Accounting Standard for Fair Value Measurement™ (ASBI

Guidance No. 31, June 17, 2021) from the beginning of the fiscal year ended March 31, 2023, and has prospectively

applied the new accounting policies under ASBJ Guidance No. 31 in accordance with the transitional provision set

out in paragraph 27-2 of ASBJ Guidance No. 31. This has no impact on the consolidated financial statements.
Within Note 5. “Financial Instruments™, where disclosure is made by level of fair values of financial instruments.

information on investment funds relevant to the year ended March 31, 2022 is not provided in accordance with

paragraph 27-3 of the ASBJ Guidance No. 31.

-APPLICATION OF ASU 2016-02 “LEASES™

The consolidated foreign subsidiaries that apply US GAAP have adopted ASU 2016-02 “Leases™ from the year ended
March 31, 2023. In accordance with this adoption, the lessee recognized substantially all lease assets and lease
liabilities on the balance sheet, The consolidated foreign subsidiaries have adopted the transitional treatment. by
which the cumulative effect of applying this standard was recognized at the date of initial application,

As a result, at the beginning of the fiscal year ended March 31, 2023. leased assets (net) included in property. plant
and equipment increased by ¥9.378 million ($69.985 thousand). lcase obligations (the total amount of Current and
Non-current) increased by ¥10,220 million ($76.269 thousand). and other current liabilities decreased by ¥842 million
(56,284 thousand).

NEW ACCOUNTING STANDARDS NOT YET APPLIED

-*Accounting Standard for Current Income Taxes (ASBJ Statement No, 27. October 28, 2022)

=*Accounting Standard for Presentation of Comprehensive Income™(ASBI Statement No. 25. October 28, 2022)
-"Guidance on Accounting Standard for Tax Effect Accounting”(ASBJ Guidance No. 28, October 28, 2022)

1) Summary

These standards preseribe the categories in which income tax expense should be recorded when other comprehensive
income is taxed and the treatment of tax effects associated with sales of shares of subsidiaries, etc. when the group
taxation regime is applied.

2) Effective date

Elfective from the heginning of the fiscal year ending March 31, 2025,

3) Effects of the application of the standards

The impact is yet to be determined at this time.
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FINANCIAL INSTRUMENTS
QUALITATIVE INFORMATION ON FINANCIAL INSTRUMENTS
POLICIES FOR USING FINANCIAL INSTRUMENTS
The Group finances cash mainly through bank Joans and the issuance of bonds for the purpose of planned capital
investment, Temporary surplus funds are managed through investments in low-risk assets. Short-term operaling funds
are financed mainly through bank loans, Derivative instruments are used to hedge risks, as discussed below, and not (o
conduct speculative transactions.

DETAILS OF FINANCIAL INSTRUMENTS AND THE EXPOSURES TO RISK

Trade notes and accounts receivable. while due within one year. are subject to customers™ credit risks. Accounts
receivable denominated in foreign currencies are subject to the risk of (luctuations in foreign currency exchange rates:
such risk is hedged. in principle, by netting the foreign-currency-denominated accounts receivable against accounts
payable and applying foreign exchange forward contracts on the resulting net position,

Short-term investments consist mainly of certificates of deposit and other highly-liquid short-term investments.
Investment securities consist mainly of stocks of our business partner companies and are subject 1o the risk of market
price fluctuations and other factors. Long-term loans receivable are provided mainly 10 our business partner companies.

Trade notes and accounts payable. as well as other accounts payable. are due within one year, Of these payables,
those denominated in foreign currencies are subject to the risk of fluctuations in foreign currency exchange rates.
However, for the most part, the balance of such payables is constantly less than that of the accounts receivable
denominated in the same foreign currency. For other parts, such payables are hedged, as necessary, through foreign
exchange forward contracts. considering the transaction amounts and the degree of risk of foreign exchange rate
fluctuation.

Loans payable, bonds payable, and lease obligations are mainly used to finance cash required for capital investment.
The longest time to maturity of these liabilities is 58 vears and 4 months from March 31, 2023 (59 years and 4 month in
the vear ended March 31, 2022),

Derivative instruments consist of foreign exchange forward contracts. For details on derivative instruments, refer to
“Derivatives and Hedge Accounting” under Note 2, “Summary of Significani Accounting Policies.” and Note 7.
“Derivatives.”

POLICIES AND PROCESSES FOR MANAGING RISK
MANAGEMENT OF CREDIT RISKS (LE. RISKS ASSOCIATED WITH THE DEFAULT OF COUNTERPARTIES)
The Group manages credit risks in compliance with internal control rules and procedures.

The due dates and the balances of trade notes, accounts receivable, and loans receivable from major counterparties
are monilored and managed in order to detect early and mitigate the risk of doubtful receivables,

Short-term investments and derivative transactions are executed only with banks with high credit ratings. As such.
the credit risks of these short-term investments and derivative transactions arce considered to be minimal, The credit
risks of counterparty financial institutions are reviewed on a quarterly basis.

The amount of maximum risk as of March 31, 2023 is represented by the balance sheet amount of financial assets
exposed to credit risks.

MANAGEMENT OF MARKET RISKS (LE. RISKS ASSOCIATED WITH FLUCTUATIONS IN FOREIGN
EXCHANGE RATES AND INTEREST RATES)
The Group hedges the risk of foreign exchange rate fluctuation on foreign-currency-denominated receivables and
payables, using foreign exchange forward contracts, on a monthly and individual currency basis, Foreign exchange
forward contracts are exccuted as necessary. up to 6 months ahead, on foreign-currency-denominated receivables and
payables that are expected to arise with certainty as a resull of forecasted export and import transactions.

The Company and some of its consolidated subsidiaries use interest rate swaps. as necessary, in order to reduce the
risk of interest rate fluctuation on loans payable.

For details on management of derivative ransactions, refer 1o Note 7. “Derivatives™.

With regard to short-term investments and investiment securities. their fair values as well as the financial standing of
their issuing entities are monitored on a regular basis, Ownership of available-for-sale securities are reviewed on a
continuous basis.

MANAGEMENT OF LIQUIDITY RISKS RELATED TO FINANCING (L.E. RISKS OF NON-PERFORMANCE OF
PAYMENTS ON THEIR DUE DATES)

The liquidity risks of the Group are managed mainly through the preparation and update of the cash schedule on a
timely basis, and the Company maintains a certain level of liquidity at hand in order to respond to sudden changes in
external environment. The Company also has systems and procedures in place that allow us to respond flexibly to
liquidity risks through managing the funds of the Group and intercompany loans within the Group. In addition, the
Company ensures sufficient liquidity by entering into commitment line agreements with domestic financial institutions.
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SUPPLEMENTARY EXPLANATION ON FAIR VALUES OF FINANCIAL INSTRUMENTS
Since variable factors are incorporated when calculating the fair values of financial instruments, such values may vary
depending on the assumptions and variables used in the calculation.

FAIR YALUES OF FINANCIAL INSTRUMENTS
As of March 31. 2022 and 2023. the carrying values on the consolidated balance sheet, the fair values, and the
differences between these amounts, respectively. of financial instruments were as follows. Financial instruments
without observable market data are excluded from the following table, Cash and cash equivalents (except for

Securities), Trade notes and accounts receivable, Trade notes and accounts payable, Other accounts payable, Short-term

debt are also excluded since the carrying values approximate fair values.

As of March 31,2022

Millions of yen
Carri i
HRE AT Difference
values values

Assels.
1) Seccurities (*1)
Available-for-sale secunnes
2y Investment secunties
Held-to-maturity debt securities
Available-for-sale securities
Total
Liabihties:
1) Bonds
2) Long-tenn loans
3) Lease obligations
Tatal
Derivative instruments:(*2)
1} Hedge accounting not applied
2) Hedge accounting applied
Total

As of March 31,2023

¥ 71000 ¥ TILO00 ¥ -

60 60 -
98,693 98,693 =

¥ 169751 ¥ 168,753 ¥ -

¥ 50000 ¥ 49616 ¥ (384)
602,520 604,713 2,193
23,409 23429 20

¥ 675929 ¥ 077,758 ¥ 1,829

¥ (3436) ¥ (3436) ¥ S
(1,986) (1,986) 3

¥ (3422) ¥ (5422) ¥ =

Millions of yen

Thousands of U.S. dollars

Carrying Fair :
4 Difference
values values

Carrying Fair

Difference
values values

Agsets:
1) Seeunties (*1)
Available-for-sale secunines
2) Investment sccurities
Held-to-maturity debt sceuritics
Available-for-sale secunities
Total
Liabilities:
1) Bonds
2) Long-term loans
3} Lease obligations
Total
Derivative instruments:(*2)
1) Hedge accounting not applied
2) Hedge accounting applied
Total

1*1} Securities are included in “Cash and eash equivalents”™ in the consolidated balanee sheets.

¥ 89,000 ¥ 89,000 ¥ -

§ 664,179 5 664,179 § -

60 60 - 448 448 -
87,774 87,774 - 655,030 655,030 -
¥ 176834 ¥ 176,834 ¥ - 51,319,657 §1,319,657 § -

¥ O50,000 ¥ 49,678 ¥ (322)
544919 546,775 1,856
27,716 27,331 (385)

§ 373,134 § 370,731 5§ (2,403)
4,066,560 4,080,410 13,851

206,836 203,963 (2.873)

¥ 622,635 ¥ 623,784 ¥ 1,149

§4,646,530 §4,655,104 S 8,575

Y@y  (281) ¥ s
(201) (201) 4

@097) 8 (2,097) § A
(1,500) (1,500) -

¥ O(482) ¥ (482) ¥ =

(3597) § (3597) § =

(*2) Receivables and payables resulting from derivative transactions are offset against each other and presented on a net hasis: when a net
liability results, the net amount 1s shown in ( ).
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The financial instruments in the following table are excluded from “Assets: 2) Investment securities” in the above tables

Thousands of

Millions of yen U.S dollars
Carrying values Carrying values
As of March 31 2022 1023 2023
Available-for-sale secunties
Non-listed equity secunties ¥ 1.389 ¥ 1,408 s 10,507
Investment secunties of affilated companies 122,050 125,653 937,709
Total ¥ 123,439 ¥ 127,061 5 948,216

FAIR VALUE OF FINANCIAL INSTRUMENTS AND HIERARCHY

Page ID

The fair values of financial instruments are classified into the following three levels depending on the observability and

significance of the input used in the fair value measurement.
Level 1: Fair value determined based on the (unadjusted) quoted prices in active markets for identical assets or
liabilities
Level 2: Fair value determined based on directly or indirectly observable inputs other than Level 1 inputs
Level 3: Fair value determined based on significant unobservable inputs
If multiple inputs with a significant impact are used for the fair value measurement, the financial instrument is
classified to the lowest level of the fair value hierarchy.

1) Financial assets and financial liabilities that are recorded on the consolidated balance sheet at fair value are as

follows:
Millions of yen
Fair values
As of March 31,2022 Level | Level 2 Level 3 Total
Assels:
Investment securities
Available-for-sale securities
Stocks ¥ 97446 ¥ - ¥ - ¥ 97446
Other 1.247 - - 1,247
Total ¥ 08693 ¥ - X - ¥ 98693
Derivative instrumentsi(*1)
Currency related - (5422) - (5.422)
Total ¥ - ¥ (5422) ¥ = ¥ {5427)
Millions of yen Thousands of US. dollars
Fair values Fanr values
As of March 31, 2023 Level | Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets:
Investment securities
Available-for-sale securities
Stocks ¥ B3 793 ¥ - ¥ - ¥ 83,793 § 625321 § - 8 - § 625321
Bonds - - 2,839 2,839 - - 21,187 21,187
Other 1,142 - - 1,142 8,522 - - 8,522
Tatal ¥ 84935 ¥ - ¥ 2,839 ¥ 87,74 § 633,843 § - § 21,187 S 655,030
Derivative instruments:(*1)
Currency related - (482) - (482) - (3,597) - (3,597)
Total ¥ - ¥ (482) ¥ - ¥ (482) s - 8 (3397 8§ - 8§ (357

(*1) Receivables and payables resulting from derivative transactions are offset against each other and presented on a net basis; when a net
liability results, the net amount 1s shown mn ( ).
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21 Financial assets and fnancial liabilities that are ot recorded on the consolidated balance sheer at fair value are as

follows:
Mlallions of ven
Fair valacs
As of March 31, 2022 Level | Level 2 Level 3 Total
Agsete
Secusilies
Avilable-for-sate
socunties (pther) ¥ ¥ 71000 ¥ =¥ 7
Iavestiment securnitics
Held-to-matusity detn
securiites (hoads) o o0 0 80
Toeal ¥ - ¥ TI060 ¥ = ¥ 71060
Liahilities
Bords ¥ - ¥ 49806 ¥ - ¥ 49816
Long-tern lamms - 604,713 = 604 T3
Lease abligateoms = 3429 = 21429
Tianl ¥ = ¥ &YITSE ¥ - ¥ 617758
Millions of yen Thousands of U5, dollags
Fasr vahues Faur vabues
As of March 31, 2023 Level | Level 2 Level 3 Todal Level 1 Level 2 Level 3 Tiaal
Asieis
Secunties
Avalable=Tor-sale
sccusilics (other) ¥ - ¥ 8,000 ¥ = ¥ E90M 1 - 5 6641TR S - 5 Ge41TE
Invesument secunilies
Held-to-matanty debt
=ecenties (bondsp = b = - & 3 = b
Totul » - ¥ B0 ¥ - ¥ 8900 5 - 5 664627 % - 5 604,627
Laabalrres
Bomds v =% 49678 % = ¥ 49678 5 - 8 37M S5 = 5 30,731
Lemg-term baaiis - 546,775 - 546,775 = 4080410 = 4080410
Leaze obligatioas - 2733 - 27231 - 203,963 - 103,963
Total ¥ - ¥ 6174 ¥ - ¥ 613,784 5 - 54655104 § - S4,655104

DESCRIFTION OF THE VALUATION TECHNIQUES AND INPUTS USED TO MEASURE FAIR VALUE
INVESTMENT SECURITIES

Investments in publically traded equity securitics are actively traded and valued based on their market prices. and their
fair values are mainly classified ns Level | assets. On the other hand, the fair value of the conventible bonds with stock
acquisition rights is classified as Level 3 assets. and is caleulated by applying valuation teehniques based on a binomial
model with significant unohservable inputs, such as discoum rates, using a price obtained from an external valuation
expen.

SECURITIES

Securities consist mainly of centifieates of deposits of ereditworthy financial institutions and are sevled within shori
perinds of time. and their carrying amounts approximate their faie values. Accordingly, their fair value is elassified as
Level 2 assels. and carrying amounts are used as the fair values of these securities,

DERIVATIVE INSTRUMENTS
The fair value of foreign exchange forward contracts is caleulated based on the price presented by financial institutions
and is classified as Level 2 assets.

LONG-TERM DEBT
Bonds payable
The fair value of bonds issued by the Group is calenlated based on the market price (JSDA “Reference Statistical
Prices [Yields] for OTC Bond Transactions™) and classified as Level 2 assets,
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Long=term loans payable and Finance lease obligations

The fair value of these liabilities is calculated by discounting the principal and interest payments to present value,
using the imputed interest rate that would be applied for similar new borrowings or leases. Accordingly, their fair
value is classified as Level 2 assets,

SCHEDULE OF REPAYMENTS OF RECEIVABLE
Schedule of repayments of receivable were as follows:

Millions of yen

Within ~ Over | year, Gver 5 years, Over

I year within within 10 vears
As of March 31, 2022 3 years 10 years
Trade notes and accounts ¥ 146,136 ¥ - ¥ - ¥ -

receivable (*1)

(*1) Trade notes and accounts receivable do not include ¥7,707 million for doubiful accounts receivubles., such that payiments are not expecled.

Millions of yen Thousands of U5 dollars
Within -~ Over | year. Over 5 years, Over Within ~ Over | year, Over§years, — Over
I year within within 10 years | vear within withis 10 years
As of March 31,2023 3 years 10 years 5 years 10 yewrs
f d ac S :
Tenaeuores md Jpiotions ¥ 166921 ¥ - ¥ =" - S1245679 S -8 =3 :

receivable

For the schedule of repayment of long-term debt after the consolidated balance sheet date, refer to Note 10, “Short-
Term Debt and Long-Term Debt.”

ER sECuRITIES
The carrying values and the fair values of held-to-maturity debt securities and the acquisition costs and the carrying
values of available-for-sale securities as of March 31, 2022 and 2023 were as follows:

Millions of yen

Carmying Fair

i Difference
As of March 31, 2022 values values
IHeld-to-maturity debt securities,
Bonds ¥ 60 ¥ 60 ¥ =
Millions of yen
Acqusiton  Carrying T
Difference
As of March 31, 2022 costs values
Available-for-sale securities:
Stocks ¥ 54666 ¥ 97446 ¥ 42.7%0
Other 72,187 72,247 6l
Tortal ¥ 126853 ¥ 169693 ¥ 42 840
Millions of yen Thousands of L5, dollars
Carrying Fair Difference Carrying Fair Difference
As of March 31, 2023 vilues valies vilues vitlues
Held-to-maturity debt secunties:
Bonds ¥ 60 ¥ 60 ¥ - ] 448 s 448 § -
Millions of yen Thousands of U S. dollars
\ Acquisition  Carnving Difference Acquisition Carrying Differesice
As of March 31, 2023 costs vallies cosls values
Available-for-sale securities:
Stocks ¥ S4672 ¥ 83,793 ¥ 29,121 S 408,000 § 625321 § 217,321
Bonds 2,800 1,839 39 20,896 21,187 291
Other 90,145 920,142 (3) 672,724 672,701 (23)
Total ¥ 147617 ¥ 176,774 ¥ 29,157 51,101,620 §1,319,209 § 217,589
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EBDERIVATIVES
The Group uses derivative financial instruments to reduce foreign exchange risk and interest rate risk and to deiermine
cash flows.

The Group uses forward foreign exchange contracts for the purpose of mitigating future risks ol fluctuations in
foreign currency exchange. Also. for the purpose of mitigating future risks of fluctuations in interest rates with respect
to borrowings. the Group uses interest rate swap contracts, as necessary, The Group does not engage in speculative
transactions as a matter of policy, limiting the transaction amount to actual demand.

Forward foreign exchange contracts are subject to risks of foreign exchange rate changes. Also. interest rate swap
contracts are subject to risks of interest rate changes.

Use of derivatives to manage these risks could result in the risk of a counterparty defaulting on a derivative contract,
However. the Company believes that the risk of a counterparty defaulting is minimal since the Group uses only highly
credible {inancial institutions as counterparties.

Derivative transactions are conducted in compliance with internal control rules and procedures that prescribe
transaction authority. The policies for derivative transactions of the Group are approved by the Company’s President or
Financial Officer. Transactions are approved in advance by either the Company’s Financial Services Division General
Manager or Treasury Department General Manager. Based on these approvals, the Treasury Department conducts and
books the transactions as well as confirms the balance between the counterparty of the derivatives contract.

The operation of the transaction is segregated from its clerical administration, in order to maintain internal check
within the Treasury Department. and is audited periodically by the Global Auditing Department. Derivative transactions
are reported, upon execution, to the Company’s Financial Officer. Financial Services Division General Manager, and
Treasury Department General Manager. The consolidated subsidiaries also follow internal control rules and procedures
pursuant to those of the Company. obtain an approval of the Company, and conduct and manage the transactions
according to the approval.

As the important conditions concerning the hedging instrument and the hedged item are the same. it is expected that
the effects of currency and interest rate fluctuations will be canceled or restricled to a certain extent at the beginning ol
the hedge and continuing thereafter. Therefore, judgment on the effectiveness of hedging is omitted.

The following summarizes hedging derivative financial instruments used by the Group and items hedged:

Hedging instruments Hedged items
Forward foreign exchange contracts Foreign currency-denominated transactions planned in the future
Interest rate swap contracts Long-term loans payable

The following tables summarize fair value information as of March 31, 2022 and 2023 of derivative transactions for
which hedge accounting has not been applied:
The amount in the contract itself does not indicate the market risk related to derivative transactions.

1) Currency related
Millions of yen
Contract ~ Thereof due  Estimated  Valuation

As of March 31, 2022 amount _after | year  fair value  gain(loss)

Forward foreign exchange contracts:

Sell:
U.5. dollar ¥ 40557 ¥ =¥ (2269 ¥ (2.269)
Euro = - = -
Canadian dollar 8177 - (614) (614)
Australian dollar 8,093 = (HAR) (638)
Buy:
Thai baht 1,758 - 85 B3

Total ¥ 39583 ¥ - ¥ (3.436] ¥ (5.436)
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Millious of ven Thousands of U.S. dollars
Contract  Thereof due  Estimated  Valuation Contract  Thereof due  Esumated  Valuation
As of March 31,2023 amount  after | year  fair value  gain(loss) amount  after | year  fair value  2ain(loss)
Forward foreign exchange contracts:
Sell:
LS. dollar ¥ 19339 ¥ - ¥ 8 ¥ 8 § 144321 § - 5 ol § 60
Euro 17,107 - (357) (35T) 127,664 - (2,664) (2,664)
Canadian dollar 10,775 - (70) (70) 80,410 - (522) (522)
Australian dollar 7177 - 1 11 53,560 - 82 82
Buy: =
Thai balt 7,698 - 127 127 57,448 - 948 948
Toral ¥ 62,0% ¥ - ¥ (281) ¥ (281) § 463403 S -5 (209T) 8§ (2,097)

2) Interest rate related
Not applicable.

The following tables summarize fair value information as of March 31. 2022 and 2023 of derivative transactions for

which hedge accounting has been applied:
The amount in the contract itself does not indicate the market

1) Currency related

risk related to derivative transactions.

The hedged items are mainly accounts receivable and accounts pavable, and hedge accounting is based on the

principal treatment method.

Millions of yen

Contract  Thereof due  Estimated
As of March 31, 2022 amount after | year  fair value
Forward foreign exchange contracts:
Sell:
U.S, dollar ¥ 2322 ¥ - ¥ (122)
Euro 9,237 - (346)
Canadian dollar 11,926 - (793)
Australian dollar 9,751 - (814)
Buy:
Thai baht 1,752 - 89
Total ¥ 34088 ¥ - ¥ (1,986)
Millions of yen Thousands of U.S. dollars
Comtract ~ Thercof due  Estimated Contract ~ Thercof due  Estimated
As of March 31, 2023 amount  after | year  {air value amount  after | vear  fair value
Forward foreign exchange contracts:
Sell:
USS. dollar ¥ 5283 ¥ . ¥ (27) S 39425 § o g
Euro 1,843 - (60) 21,216 - (448)
Canadian dollar 2,867 X (79) 21,39 - (590)
Australian dollar 3,522 - (50) 26,284 - (373)
Buy:
Thai baht 1,939 - 15 14,470 - 112
Toral ¥ 16454 ¥ - ¥ (201) S 122,791 § - 5 (L,50m)

2) Interest rate related
Not applicable.
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INVENTORIES
Inventories as of March 31, 2022 and 2023 were as follows:
Thousands of
Millions of ven LS, dollars
As of March 31 2022 2023 2023
Merchandise and fimished products ¥ 234324 ¥ 450,327 5 3,360,649
Work in process 134,851 190,853 1,424,276
Raw materials and supplies 30,748 29,724 221,821
Total ¥ 399927 ¥ 670,904 § 5,006,746

EN LAND REVALUATION
[n accordance with the Partial Revision of the Act on Revaluation of Land (Act No, 19, enacted on March 31, 2001)
(*Act”). land owned by the Company for business use was revalued. The unrealized gains on the revaluation are
included in net assets as “Land revaluation.” net of deferred taxes. The deferred taxes on the unrealized gains are
included in liahilities as “Deferred tax liability related to land revaluation.”

The fair value of land was determined based on ofticial notice prices that were assessed and published by the
Commissioner of the National Tax Administration. as stipulated in Article 2-4 of the Order for Enforcement of the
Act on Revaluation of Land (Cabinet Order No, 119 promulgated on March 31, 1998). Reasonable adjustments.
including those for the timing of assessment. were made to the official notice prices.

The amounts of decrease in the aggregate fair value of the revalued land as of March 31, 2022 and 2023 from that
at the time of revaluation. as stipulated in Article 10 of the Act, were ¥72,056 million and ¥68.223 million ($509,127
thousand). respectively,

BTl SHORT-TERM DEBT AND LONG-TERM DEBT
Short-term debt as of March 31, 2022 and 2023 consisted of loans, principally from banks with interest rates
averaging 1.02% and 1.05% for the respective years.
Long-term debt as of March 31. 2022 and 2023 consisted of the following:

Thousands of
Millions of ven S, dollars
As of March 31 2022 2023 2023
Domestic unsecured bonds due serially through 2024 o 2027
al tale of 0,30% lo 0.42% per wnnum ¥ 50,000 ¥ 50,000 5 373,134
Loans principally from banks, maturing through 2081
Secured loans 3,230 2,960 22,090
Unsecured loans 599200 541,959 4,044,470
Lease obligations, maturing through 2039 (* 1) 23,400 16,090 120,075
Other interest-bearing debr, maturing through 2026 (*2) 3,352 3,033 22,634
Subtoral 679,281 614,042 4,582,403
Amount due within one vear (67.605) (204,844) (1,528,687)
Total ¥ 611,676 ¥ 409,198 5 3,053,716
{*1) The lidated foreign subsidiaries that apply US GAAP have adopted ASU 2016-02 ~Leases™ and lease obligations corresponding to

operatng leases of these foreign subsidiaries are not included.

(*2) As of March 31,2022, other interest-bearing debt are recorded as acerued expense and other non-ctirrent liabilities of ¥774 million and ¥
2,578 million, respectively, in the consolidated balance sheets. As of March 31, 2023, other interest-bearing debt are recorded as acerued
expense and other non-current labilities of ¥1.075 milhon (88.022 thousand) and ¥1,958 million (514,612 thousand) | respectively, in the
consoliduted balance sheets.

The annual interest rates applicable (o long-term loans and lease obligations outstanding averaged 0.72% and
2.16%, respectively. for obligations due within one year and 0.67% and 3.01%, respectively, for obligations due afier
one year al March 31. 2022,

The annual interest rates applicable to long-term loans and lease obligations outstanding averaged 0.29% and
3.02%, respectively, for obligations due within one year and 0.59% and 3.34%. respectively. for obligations due after
one year at March 31, 2023,



Case 8:22-cv-01055-DOC-DFM Document 123-3 Filed 05/22/24 Page 57 of 75 Page ID
#:6483

The annual maturities of long-term debt at March 31, 2023 were as follows:
Thousands of

Year ending March 31 Millions of ven U5, dollars
2024 ¥ 204,844 § 1,528,687
2025 118,543 884,649
2026 114,936 857,731
2027 147,334 1,099,507
2028 25,504 190,328
Thereafter 2,881 21,501
Tatal ¥ 614,042 S 4,582,403

The assets pledged as collateral for short=term debt of ¥190 million and ¥190 million ($1.418 thousand) , and long-
term debt of ¥3,230 million and ¥2,770 million ($20.672 thousand) at March 31, 2022 and 2023, respectively, were as

follows:
Thousands of
Millions of ven U.S, dollars
As of March 31 2022 2023 2023
Property, plant and equipment, at net book value ¥ 531,553 ¥ 551,998 5 4,119,388
Inventories 74,018 123,933 924,873
Other 66,322 86,937 648,784
Tatal ¥ 671,893 ¥ 762,868 § 5,693,045

T8 CONTINGENT LIABILITIES
Contingent liabilities for guarantees of loans and similar agreements as of March 31, 2022 and 2023 were as follows:

Thousands of
Millions of ven U.S. dollars
As of March 31 2022 2023 2023
Guarantees of loans and similar agreements ¥ 15,192 ¥ 17,766 s 132,582

(PR OPERATING LEASES
The amounts of future minimum lease payments under non-cancellable operating leases as of March 31. 2022 and
2023 were as follows:

Thousands of
Millions of ven 1.8, dollars
As of March 31 2022 2023 2023
Current portion ¥ 3301 ¥ 518 3 3,940
Non-current porlion 8921 1,105 8,246
Total ¥ 12222 ¥ 1,633 8 12,187

Note:  As described in Note 4, “Accounting Changes.” the consolidated foreign subsidiaries that apply US GAAP have adopted ASU 2016-02
“Leases” from the year ended March 31, 2023 As a result. future minimum lease payments under non-cancellable operating leases have
decreased
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EEENET ASSETS
Under Japanese laws and regulations. the entire amount paid for new shares is required to be designated as common
stock. However, a company may, by a resolution of the Board of Directors, designate an amount not exceeding one
half of the price of the new shares as additional paid-in capital. which is included in capital surplus.

Under the Corporate Law (“the Law™). in cases where dividend distribution of surplus is made. the smaller of an
amount equal to 10% of the dividend or the excess, if any, ol 25% of common stock over the total of additional paid-
in capital and legal earnings reserve must be set aside as additional paid-in capital or legal earnings reserve. Legal
earnings reserve is included in retained earnings in the accompanying consolidated balance sheets, Legal earnings
reserve and additional paid-in capital could be used to eliminate or reduce a deficit or could be capitalized by a
resolution of the shareholders™ meeting.

Additional paid-in capital and legal earnings reserve may not be distributed as dividends, Under the Law. all
additional paid-in capital and legal earnings reserve may be transferred to other capital surplus and retained earnings,
respectively. which are potentially available for dividends,

The maximum amount that the Company can distribute as dividends is calculated based on the unconsolidated
financial statements of the Company in accordance with the Law.

Cash dividends charged to retained earnings during the year are vear-end cash dividends for the previous year and
interim cash dividends for the current year.

Stock acquisition rights as stock options are included in net assets as stock acquisition rights

Dividends
1) Dividends paid to shareholders

Amoun|
(Millions of yven) Amount per Sharcholders'
Resolution (Thousands of U.S. dollars) share cut-off date Eftective date
5 e iy ors hie ¥12,597 ¥20.00
Annual general meeting of sharcholders held ‘ March 31, 2022 June 272022
on June 24, 2022 £64 007 80,15
Board of Directors meeting ¥12,599 ¥20.00 < e o
held on November 10, 2022 $94,022 5015 b i Dncembors; 2032

2) Dividends with the cut-oft date within the current fiscal vear, but the effective date falls within the subsequent
fiscal year

Amount
(Millions of yen) Amount per Shareholders'
Resolution (Thousands of U S, dollars) share cut-off date Effective date
ot f Iders ¥15,749 ¥25.00
Annual genem!}mumg of shareholders held March 31, 2023 June 28, 2023
onJune 27, 2023 £117,330 $0.19
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The stock options outstanding as of March 31, 2023 were as follows:
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Stock Oplaons Perscms Grsiel Nusnber of Optivaz Granted [ate of Grant Exercise Period
1016 Stock Acquisition & Directorsi®l) Common stack Augusi 22, 2014 From August 13, 2016
Rights 18 Executive Officers 68,200 shares(*3) o August 22, 2046
217 Seck Acquisition B Directors(*1) Commen steck August 21, 2017 From August 22, 2017
Rights 11 Executive (fficers 72,200 shares{*3) to August 21, 2047
2018 Stk Acquisition 8 Dhirectors(*1) Comnagn stock Awngust 20, 2018 From August 21, 2018
Rights 28 Exccative OfMicers 89,700 shares(“3) to Angust 20, 2048
1019 Stock Arquisition 6 Directors(*3) Common stock Awpgust 20, 20019 From August 21, 2019
Riglves 19 Exceative (Wficers 104,700 shares(*3) 1o August 240, 1049
amed Fellow
020 Steck Acquisition & Directarsi*2) Common steck August 18, 2020 From August 19, 2020
Rights 21 Executive CHTicers 123,300 shares{*3) to August 1§, 2050
and Fellow
2021 Sinck Acquisition 7 Directors{*2) Commoa stock Auguit 17, 2021 From Awgust 18, 2021
Hights 19 Executive Officers 124,000 shares(*3) o Amgust 17, 205)
nnd Fellow
2022 Stock Aciqmiition K Directars{*2) Commaon stack Amwgust 22, 2027 From August 3, 2022
Hights 19 Esecutive Dificers 102,908 shares(*3) to August 22, 2082
and Fellow
1*1) Except for outsade dinecions
(*2) Except for dicectors wha are the Audit and Supervisesy Commitler members and outside directors
(*3) Cooverted mbo numbsr of shires
The steck options activities for the year ended March 31. 2023 were as follows:
2016 Srock 2007 Saock 2008 Stock 2019 Sk 020 Saock 2021 Srock 2027 Sicck
Acquisiiion Acemigition Acguasineg Acquigition Acquisiten Acguasition Apiuisition
For the year ended Righes Raghts Riglts Rights Rights Righas Rights.
March 31, 323 {Shares) i Shanes) (Shares) {5hanes) [ Slsanes) | Shares) {Shares)
Non-vested:

March 31, 2022 = Daisianding = = - . - u’ -
Cranted - = - - - - 102,900
Forfeited - - = = = =
Vesud - - - - - - 10z.900

Mlarch 31, 2023 - Outstanding - - - - = -

Vested
March 31, 2022 - Omistanding 38,800 47300 s, 08 AE, 00 190,500 124,000 .
Vested - . - . - - 102,960
Exencised 200 G304 12,700 17,604 35,500 14,500 =
Canceled - - = - - - -
March 31, 2023 = Ouestanding 20,600 38,000 4,100 71006 155300 109200 102,500
Trice of Stock Options:
Exercise price ¥ 1 ¥ 1 ¥ 1 L3 1 ¥ 1 ] 1 ¥ 1
5 om 5 oo s o 5 am 5 M 5 o 5 oo
Weighted average stock prce ¥ 10708 ¥ 10708 ¥ LD7RE ¥ LOTOE ¥ 10798 ¥ L0798 ¥ -
# exeicise 5 &1 5 51 L &1 s 8.1 5 &1 5 .1 5 -
Fait value price at grant daie ¥ o137 ¥ o133 ¥ 027 ¥ 50 L] 415 L] 268 ¥ Lee
5 200 5 997 § L 5 485 5 30 5 112 5 &
The assumptsons wsed to measare the fir value of 2022 Stock Acquisition Righis
Estimate method: Black-Scholes option pricing model
Volatility of aock price TS5 W
Estimated remaiming outstanding penod B years
Estimated dividend: ¥ 2000 per share
Risk-free imleved mte: L4 %
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BBl REVENUE RECOGNITION
BREAKDOWN OF REVENUE

The Group's revenues consist primanly of revenues recognized (rom contracts with customers, and revenues
generated from sources other than contracts with customers are insignificant. Accordingly. in the consolidated
statements of operations, net sales are not presented scparately from revenues recognized from contracts with
customers and revenues generated Irom sources other than contracts with customers. The following table shows
revenues recognized at a point in time, such as product sabes or maintenance serviges, and revenues recognized over
time based on contract period. for cach of reponable segments,

Milleons of ven
Repariahle Sepmers
As of and for tie year ended Noath [iber
March 31, 2022 Japmin Armenica Earupe Areas Tasal

Time of revenue recognigion

Revenue recopnized ol one point in ime ¥ M ¥ ISR ¥ 538025 ¥ 557254 ¥ 110799
Revenae recognized over s period of time 464 U5 1374 472 12,355
Todnl ¥ B16357 ¥ | 206667 & 330399 N 557026 ¥ MI2540
Millions of yer
Hepoable Sepmenis
Far e year ended Marth iher
Blarch 31, 2023 Japan America Europe RS Tonal
Tundng of revenise recogsition
Revenug recognized al  poant in tine ¥ 953145 ¥ 1622571 F 634204 ¥ 00507 ¥ 3810837
Revenue rocognused over time THY 13,452 1135 544 15915
Tatal ¥ 0R300 ¥ Lde02) ¥ 635340 ¥ 601451 ¥ 3.B26.TSR
Thousamds of LS. dollars
Repartable Segments
For the vear ended Woath Oithier
March 31, 2023 Japan Ametica Enrope Aarens Total
Timing of fevenue reoognition:
Revenaie necoguered at & poinl o lune 5 OTAI3022 S 12108739 & 47R0 5 J4B4I8] 5 2E409,082
Revenue recopmzed over lime 5851 100,385 470 4,060 116,769
Tetal 5 TAISETI 5 12209027 5 4140 5 4488440 § 2855785

BASIC INFORMATION FOR UNDERSTANDING REVENLE
For details on Basic information for understanding revenue. refer o “Revenues™ under Note 2, “Summary of

Significant Accounting Policies.”

INFORMATION FOR UNDERSTANDING THE AMOUNT OF REVENUE FOR THE CURRENT AND

SUBSEQUENT PERIODS
1} Contract Balances

Receivables from contracts with cusiomers and contraet liabilities as of March 31, 2022 and 2023 were as follows;

Thowsands of
Mitlions of yen ULE, dollars

As of March 3] 2022 Lk ] 023
Recenables from condracts wilh customerns

Temde nones ¥ A9 ¥ o7 522,515

Accaumls receivahle 143,243 163,904 1223164
Conerme liabalines

[hher curgentt liabslies 81710 w0y 738,007

{1} Conbiact babilities congist maialy of advances recenved related 1o product sabes and deferred revenise related to Connected Services
(=2} O iy amound recopnized as revenue for the vear ended March3 i, 2022, (he amount inclisded in tse contradt labtlitkes balonce pd the

begimmang of the year was ¥24.913 million

1%30 O the amount recognized as revenue for the vear ended Manch3 |, 2023, the smount included in the comraes Habilities batance at the
begenning of the year was ¥49.913 million (8372 485 thowsand )
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2) Transaction price allocated to remaining performance obligations

Case 8:22-cv-01055-DOC-DFM Document 123-3 Filed 05/22/24 Page 61 of 75 Page ID

The total transaction price allocated to unsatisfied (or partially unsatisfied) performance obligations and its

breakdown by period in which revenue is expected to be recognized as of March 31, 2022 and

2023 were as follows:
Thousands of

Millions of yen U8, dollars
As of March 31 2022 2023 2023
Within | year ¥ 22,775 ¥ 23,603 s 176,142
Ower 1 year 28,380 37,548 280,209
Total ¥ 51,155 ¥ 61,151 3 456,351

Please note that the abave amounts do not include information on remaining performance obligations that have
original expected duration of one year or less, applying the practical expedient. There are no material amounts not

included in the transaction price in the consideration arising from contracts with customers,

I SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

The major items and amounts included in “Selling, general and administrative expenses” in the consolidated

statements of operations for the years ended March 31. 2022 and 2023 were as follows:

Thousands of
Millions of yen 118, dollars

For the years ended March 31 2022 2023 2023
Advertising expenses ¥ 79.308 ¥ 105,106 5 784,373
Freight and packing expenses 55,763 88,626 661,388
Reserve for warranty expenses 26,464 57449 428,724
Salaries and wages 121,133 127,814 953,836
Retirement benefit expenses 3,888 3,352 25,015
Research and development costs 134,622 127,990 955,149
Provision related to environmental regulations - 13,792 102,925

EEA RESEARCH AND DEVELOPMENT COSTS

All reseurch and development costs are included in selling, general and administrative expenses. The research and

development costs for the years ended March 31, 2022 and 2023 were as follows:

Thousands of

Millions of yen U.S. dollars
FFor the vears ended March 31 2021 2023 2023
Research and development costs ¥ 134622 ¥ 127,990 s 955,149
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EEJ OTHER INCOME AEXPENSES)
The companents of “Other, met™ in Other incomei{expenses) in the consolidated statements ol operations for the years

ended Mareh 31, 2022 and 2023 were as follows:

Thoussnds of
Millions of yen L5, doflars
For the years ended Maseh 31 ] 2023 03
Rental income ¥ 1634 ¥ 1,700 5 12,694
Lok om salke of reecivables (932) (2.34%) (U7 530)
Fotergn exchange gan/{loss) 30,288 15952 193,672
Burden charge paynaent - (2.106) (15.718)
Loss on ales and retirement of propeny, pant and equipment, net Fp00) {4,954) 37,0009
Impainment less | Mol 195 (690§ {296} (2,209)
Loss on dizuster L1563) i =
Loss on peoduchion suspension and cihers dus o 1he novel caronaviens (* 11 (RAAL) - -
Loss on liquidateon of sbsedianes and affiliaes (*2) - {10,953 (81,739
Ensugmnee elnms incodme 1,009 - -
Ciitkn oa change i equiry (*3) 4447 * -
Compensation for the exercise of emengat domain 3 271 oz
Reversal of provision foF enviroiimenlal measires n 54 403
(nher {7.024% 24 1672
Tosal ¥ 13,233 § 7.540 5 55,168

(*1) Loss on produciion suspension and 0dhers dise 1o the novel coromavines fior the vesrs ended March 31, 2022 represents the fived cost during
the reduciion of producticn dee to the impact of the pandenic. This extiaondisary [oss was cnised by shomages in the supply of pans
azzocexied with 1he outbreak of the pandensc in Southeas Asia, where suppliers restricted their operations af the request of governments

1*2) Loas on liquidation of subsidinries and affiliates represents the imasfer-related costs incomed in connection with the rransfer of the entirg
ety inferest in MAZDA SOLLERS Manufaciuring Rus LLC, which was sccounted for asing the equity method, 1o the joint ventuse
parmer SOLLERS PISC i December 2022, The transfer agreement includes a right for the Company 15 repurchase ifs inferest, bul in view
of the current sitsation in Ukrmine and other factors, the Company has o plan b exercise this right ag this time

"3} Giman on change i equity represents the profit from the change in equety resulting from the capital increase of Changan Mazda Autamobile
Co, Lk (CMA), affiliated commpary accounted for asing equity method

A3 China FAW Corporation Limated (FAW ) participated inanid won ihie bid for a capieal increase peoject smplemented by CMA 10
Auggust 2021, CMA has become a joint veniire company {new CMAY thal are awned by the Company, Changaqing Changan Automohis
Co., Lid (CA), and FAW. The Company and CA each own 47 peroent of new CMA's shares while FAW owng § percent

B} 1M PAIRMENT LOSS
Details of impairment losses for the years ended March 31, 2022 and 2023 were as follows:

Far the yenr ended March 31,2022

Pugpose of use Location Type ool asséls Milliens of ven
Idle asscls Fukuoky Prefecture, Buibdings amnd stuctures, ¥ M
[ Sades facilites) Japan, eic Machinery, equipment and vehicles
Tidde assets Hiroshima Prelocture, Buildings and struciures,
{ Production lapan, ete Machimery, equipment arsd vehicles. el 487
ncilitnes)
Tuanl W &l
For the vear ended March 31, 2023 Thowasands af
Purpiose of use Location Tvpe of psscts Millions of ven ULS. dollars
Tdle assers . Ohazka Prefecture. Busldings and strucnsres ¥ 38 5 21
{Sales Macilitics) Japan
Ldle psers Hiroshima Prefecture. Machmery, equapment and velucles, etc 7 1,620
{Production Japan, etc
Dicdliecsy .
Assunsla {3{1n Prefeciure, - Buildiags ﬁﬁﬂﬂuﬂu Laud.cr;- ; “ e
for sales Japami. gic
Total ¥ 196 5 109

The Group principally groups its long-lived asse1s al each operating company level and assesses whether indicators of
impairment exist, Tlle assets, assets held for leasing, and assets held for sale, bowever, are assessed individually.
The recoverable amounts of these assets were measured ot their net realizable value.

0
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EJ OTHER COMPREHENSIVE INCOME/(LOSS)
The fallowing tahle presents reclassification and 1ax effects allocated 1o each component of other comprehensive
income for the years ended March 31, 2022 and 2023,

Thousasds af
Miltions of yen LL5. dollars
For the vears ended March 31 2022 2023 2023
Nt unrenlized 'y lass) on svablable-fog-sale secunties
Amounks anising durkng the sl year ¥ 19759 ¥ {13,383) 5 (101.366)
Keclnssilication adpusiments A - -
Subtatal before inx 18750 (13,583) 1D 366)
Tax effeet 6, {15100 4117 30,724
Eialance at end of period 13,709 (9,466) (7642 )
Deferred painsilossesh on bodges
Amoausts arfseng dusing the Ascal year (5.084) (3. 783) (28231}
Reclassification adjsstnaents 3443 5867 41545
Subeoral befine tax (16413 1,784 13313
Tax effiece 5D {543) (4,052)
Balance st end of peniod (1.bar) 1,341 8261
Foreign cumency wanislation sdjustnmni
Amaunts ansing dufing the fiscal year 0,81 14,371 107,246
Adyusients for retirement bencfizs
Amounis arsing dusmg the flscal year 16,235 18,104 135,104
Reclassslication sdyustments (1,382} | 5,683) (42410
Subtotal before inx 12853 12,421 2,604
Taw effect (404600 (3. 782) {28.224)
Balance at end of penod BA07 8,638 64,470
Share of other conprebensive income{loss ) of affilintes aceoneed f
usimg gquity method
Amoums ansag during the fscal yeas s TG 54821
Reclasification adjusiments 81 (95} 16,754)
Hakance at the end of period 5192 6,441 48,067
Toilal olher comprehensive income(loss) ¥ AT ATEH ¥ 21,226 5 158,403

EIN EMPLOYEES' RETIREMENT BENEFITS
The Group has contributory defined contribution and defined benefit plans. and non-contributory defined benetit
plans.
For the accounting policies for retirement benefits, refer to “Emplovees’ Retirement Benefils™ under Note 2,
“Summary of Significan Accounting Policies™.
Reconciliations of beginning and ending balances of the retirement benefit obligations and the plan assets for the
vears ended March 31, 2022 and 2023 were as follows:

Thoasanids of
Milkions of ven L8 daklars
For the years ended March 31 2022 023 1023
Bovements in retirement Denelit obligisns
Balance &1 beginning of vear ¥ Ise441 ¥ 338639 5 3RA57
Service cosl 13,253 12,690 90,224
Inlerest cost 2a40 3,726 27806
Actiaarial dilferences (11,163 {26.800) (200,000
‘Benefits paid {20,252y {LGATHY (122.978)
Paist seqvpee CoSts (6,733) {1,084} {8,000
Cither 4,144 3,693 27561
Balancs at end of year ¥ 33620 ¥ 313,783 5 1341680
Thousands. of
Millions of ven LS, dollags
For the vears ended March 31 ¥k 2023 2023
Movements in plan assels
Balance at beginming of yeas ¥ 113062 ¥ J13118 § 333700
Expecied returm on plan assets a1l 6,168 A6,080
Aciuarial differences | 3.066) 19,208) (65,716}
Cantributions paid by fhe employer THSE 7218 59,050
Berelits paid IAEE LT {12.874) (H.075)
Ol 1Bl 2,714 20,254
Balance ob eni of yvear ¥ nilg ¥ 30T R36 § 21297184

fil
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The reconciliation of the retirement benefit abligations and plan assets (o the Hability and asset for retirement
benefits recognized in ihe consolidated balance sheets as of March 31, 2022 and 2023 was a5 follows:

Thousauds off
Millians of yen LS dollars
As ol March 31 a2 023 023
Funded retiremens benefit obligntions ¥ 320887 ¥ 198,778 £ 1220664
Plan assets (313,018 {307, 836) {2.297.284)
Subtot 9,760 (9061 ) (67,6200

Unfunded retrement benedii obligations 15,7352 15010 1M
Toaal net liakility | asset) fisr reiirement benefits secognased in

consaladited balamce sheees 25,521 5,949 44,305
Limbdlaty for retirement benedits 33433 18,238 136,104
Asset for retirement benefits 178212 (11,289 {91, 70%)
Toial met lability (assed) for retirement benefits cecognized in

consolidated balance sheets ¥ 2552 ¥ 5049 5 44,396

The profits and losses related to retirement benefits for the years ended March 31, 2022 and 2023 were as follows:

Thowsands off
Millions of yen 15 dollars

For the vears ended March 51 2022 2023 2013
Service cosl ¥ 13,253 ¥ 12,050 5 HL2T4
Irerest cost 2049 3726 27806
Expected retum on plan assets (5910) {6, 168) (46.030)
Actanrial differences amoriiztion | THE) {4.514) (33,686)
Past service codls amortiztion {396) [L169) (B,T24)
Oaher 100 159 1,186

Severance and retirement benelit expenses V L 4,124 L 37T

Matee For the years ended March 31, 3022 and 2023, acerued pension costs relaled ro defined contritution plans were charped 1o inconic as ¥
3412 mallion and ¥3.677 nullion (527 440 (housand §, respectively, This cost 8 not included m the above

T'h breakdown of iteins of adjustmsents for retirement benefit (before tax) recognized in other comprehensive
income for the vears ended March 31, 2022 and 2023 was as follows:

Thisusaids of
Milliong of yen U5 dollars
For the veari ended March 31 072 03 2073
Pass service costs ¥ 5137 ¥ (85 ] (B34
Actuanal differences 6,716 12,506 93328
Tareal ¥ 12853 ¥ 12421 5 2,604
The breakdown of items of accumulated adjustments for retirement benefits {before tax) recognized in
accumulated other comprehensive income as of March 31, 2022 and 2023 was as follows:
Thousands af
Millsoms of yen U8, dollars
As of March 31 2022 023 1023
Past service cos1s that are yet 1o be rooognazed ¥ RA49 ¥ 8,764 5 65,400
Actsrinl differences (that are ¥t 1o be recognined T 15723 117,336
Todal ¥ 12066 ¥ 14,487 5 185739

The breakdown of plan assets by major calegory s of March 31, 2022 and 2023 was as follows:

Az of March 31 2002 2023
Honds 424 41%
Eiguaty gecurilees 2a%y 3%
Ceneral pooounts of the life insurnce companses % 16%%
Oither 13% 1
Tatal | 1D0%

02
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The major items of actuarial assumptions for the vears ended March 31, 2022 and 2023 were as follows:

2022 2023
Frimarily 0.%% Primarily 1.4%
Primanly 1 3% Primarily | 5%

For ibe vears ended March 31
Driscount rare
Long-term expecied rale of retam

To determine the long-term expected mte of returm on plan assets, the Company considers current and expected
allocation of the plan assets, as well as eurrent and expected fiture long-term returns on various assets constituting

the plan assets,
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BN INCOME TAXES
The effective tax rate reflected in the consolidated statements of operations for the vears ended March 31, 2022 and
2023 differs from the statutory s rate for the following reasons.

Foe the years ended March 31 20212 023

Satutoey lax rale LI EA 305 %
Retained eamings in sshsidiaries and affiliates Bi% 1.0%
Foreign withisobling inx 52% 0.8 %
Tax crodit (LR {2.0)%
Equity in net income of affiliated companies 1057 (1.5)%
Uneecogmized tax elfect on uerealized gains 8% (3715
Valuation allomance 1850 (loaps
Cher (1000 1.7 %

Effcctive tax mabe 2.7 % 151 %

Deferred tax assets and liahilitices refleet the estimated wx effeets of loss carmvforwards and aceumulated wmporany
differences between assets and liabilities for financinl accounting perposes and those for 1ax purposes.
The significant components af deferred tax assets and labilities as of March 31, 2022 and 2023 were us follows:

Thaousands of
Milbons of yen LIS, disllars
As of March 31 E. L7 e 2023 2023
Deferved an nisols
Acenaed bonuses and other rescrved ¥ 5138 ¥ 29302 5 442552
Inventory, elc 12,60 13,838 U5 4G
Unrealized profit on mveatones [E1 B76% G5 440
Lizbility or retivemant benelits 10320 6A27 47,963
Accrued slles incenlives 300G 5189 WaT0
Pravision related to emvironmental regulatvons - 4,100 31,351
Excess of deprecaniion 353 3,998 159 836
Asvet retirement obligations 628 1.5% 11900
Tax logs carmyforwards (*2) 15,449 1,212 2119
Tax credit carmy forward 553 1430 5433
Ienpairment bk 1,345 51 73
Accmied basiness mx 1164 a0y 6,858
Valustion loss on mvestment sscunitics, &ic 425 443 3,306
Allowanee For deabiful receivables 1617 02 1,207
Provizion for lisss on compensation fof Jamage 1301 122 k11
(her 46,218 0,774 378,912
Tounl 153,206 158,213 1 ARG
Valatson allewance for tax boss carmyforwands (*2) L12.815) {530} {3,955)
Valvation sllowance for deductible temposary differences. cte. (G300} (52,709} (¥05351)
Total valuaticn pklowsnge (*1) (T6.216) (53,230) (397306}
Total deferred 1ax assets 16,590 104,974 TEIARH
Deferred tax liabilines
Effeci of exchanpe rate flactisations on foseapn subiidianes [(8.840) (4,426) (35,030)
Mot anreahized gain on available-foe-sale secunities EA R {9.0805) (6T.200)
Astet Tor retivement beneliis (3.02%) (10,562) (TR.R21)
Retained earnings in subsidiaries amd affilinses {13,846) {15,575} (16231}
Ceher {1.761) {L15.654) (116821)
Tiotal deferred 1ax liahdies At 692 (55,211) (412,004}
Dyet deferred tax assels ¥ I N 49,781 5 371,284

{1} Valuation allowanee decreased by ¥22,977 million (5171 ATO thousand). This decicase was mainly nesulted from the deosesse in tas loss
carry forwand in the Company and its associated valuaton allowanos
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12} Tax loss casnyforwards ansd eheir defered tnx asscts by expiration perseds are as follows
Millivas of yen
Tay loss Valustsm Deferred
carry forwards albkowance N assets
As of March 30, 2002 fa)
2023 ¥ - ¥ - ¥ :
024 L = i
2023 - -
2026 - -
2027 - H -
Thereafies 1544% {(12815) 2,634
Toisl ¥ 15449 ¥ {12.81%) ¥ 1434 by
hilillions of yen Thousands of L1 5, dollers
Tax boss Valwstian Drefeimed Ta Joss Viliatien Deferred
carryforwards.  allowace a0 assets earyforwands  allowance tas assets
As of March 31, 2023 2 !
i34 ¥ - ¥ =¥ - 5 - § =X -
028 - - - = - -
26 = = . = = a3
027 - . . - - 4
0% - - . : = =
Thereafice 1,212 830) 692 9,119 3,955 164
Totsl ¥ 1121 % (S30) ¥ 92 ic) § wile 5 13.98%) % 5164 (¢

(8] Tax boss carryforwands are afier naubieplying the ststulory tax raie

(b Deferred 1ax aszets of ¥2,634 million were recognined fiv tax loss cary fonwards of ¥13,449 million. Mo valasteon sllowancs was recogmized for the

tax boss camyforwards, which were determined to be fecoverable based o8 expected futuse iable income.

(el Deforred eax assets of %692 million (55, 164 thowsand ) were recognized for (ax loss carryforwards of ¥1.222 million {pmount mulisplied by the
statstogy 1ax raie. $9, 019 thowsand ), No valuanion allowanece was recopnieed for e tax koss carmy forwards, which were desermined 1o be
recoverable based on expected funwre Wxahbe inconse

The Company and some of its domestic consolidated subsidiarics have adopred the group tax sharing system from the
vear ended March 21, 2023, In addition, corporation tax and local corporation tax, as well as their tax ¢fTects, are
pecounted for and disclosed under Practical Solstion on the Accounting and Disclosure under the Group Tax Sharing
Svstem [Practical 1ssves Task Force No.d2, August 12, 2021),

G5
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BBl SEGMENT INFORMATION
SEGMENT INFORMATION
OVERVIEW OF REPORTABLE SEGMENTS
The reportable segments of the Group consist of business componenis for which separate financial statemenis ane available.
The reportable segments are subject o pertodical review by Board of Directors meetings for the purpose of making
decisions on the distribution of corporate respurees and evaluuting business performance.

The Group is primarily engaged in the manafacturing and sale of passenger and commercial vehicles, Dusinesses in
Japan are managed by the Company. Businesses in North America are managed by Mazda Motor of America, lnc. and the
Company, while businesses in Europe are managed by Mizda Motor Europe GmbH and the Company. Aress other than
Japan, North America, and Europe are defined as Other areas. Business deplosment in couniries in Other arcas are
managed in an integrated manner by the Company as one management unit. Accordingly. the Group consists of regional
segments based on o system of managing production and sale. As such. Japan, Morth America. Europe, and Other arcas are
designated a5 4 reportable segments.

CALCULATION METHODS USED FOR NET SALES, WCOME OR LOSS, ASSETS, AND OFTHER ITEMS ON EACH
REPORTABLE SEGMEMNTS
Agcounting policies of the reportable sepments are the same a3 those noted in Note 2, “ Summary of Significant
Accounting Policies™,

Intgr-segment sules and transfers are based on market prices.

NET SALES, INCOME OR LOSS, AND ASSETS BY REPORTABLE SEGMENTS
Met sales, income or loss, and assets by reportable segment for the years ended March 31, 2022 and 2023 were as

follows:
Millions of ven
Reportable Segnents
A of asd For the yeer ende) Nank b= Adpustment  Consolydaed
Magcl 31, 2022 tapan America Esirope areas Tatal 1) [*2}
Met sales.
Sabes Lo extemal customers ¥ RIG35T ¥ 1206667 K 539390 ¥ S50026 ¥ 3120349 ¥ = ¥ 3120349
Inter-sepment sales and transfers 1,728,336 235.36) 20,935 4023 1038758 {2038.755) -
lotal 2544093 1442 128 360,334 RITONG 5159104 (2008755  3,120.349
Segment insome | hass) B3, 700 {9.485) 14,RRE 16,542 107645 (3AIB} 104,237
Sepimicnt dssets 1,395 667 524 662 185,391 345 852 3470572 (M2 AN} 2968, 145
Onber fems
Depreciation smd anontwmtion 54,6064 22101 098 6418 40,281 . 90281
Impasricnt losses BT il | il a1 - L]
Investments in affiliated companies
o the equity methad 1AM - 1404 B, 10 121933 - 121.93%
Ingresse in propenty, Pl wisd
e prneent mnd imangible ases 92,763 46,287 1,369 gz 144,332 - 144,527

6
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Millions of ven
Reportable S ¢
As of and for the year ended North Other Adjustment  Consolidated
March 31,2023 Japan America Europe arcas Total (" (*2)
Net sales:
Sales to external customers ¥ 953929 ¥ 1,636,023 ¥ 635349 ¥ 601,451 ¥ 3,826,752 ¥ - ¥ 3,826,752
Inter-sepment sales and transfers 2,240,913 408,020 30,571 54,639 1,734,143 (2,734,143) -
Total 3,194,842 2,044,043 665,920 656,090 6,560,895  (2,734,143) 3,826,752
Sepment income/{loss) | 71,331 38,061 14,920 26,728 151,040 (9,071) 141,969
Segment assets: 2,552,177 671,464 167,657 372,176 3,863,574 (604,323) ,259,251
Other items:
Depreciation and amortization 59,784 34,846 4,808 6,512 105,950 - 105,950
Impairment losses 292 - - 4 296 - 296
Investments in affibated companies
on the equity method 33,558 - - 91,769 125327 - 125,327
Increase in property, plant and
equipment and intangible assets 80,141 10,375 1,195 2,428 94,139 - 94,139
Thousands of U S dollars
Reportable Seg
As of and for the vear ended North Other Adjustment  Consolidated
Marcl 31, 2023 Japan Amnerica Europe aleas Total (*1) (*2)
Net sales
Sales to external customers $ 7,118873 512,209,128 § 4,741,410 S 4,488,440 S$28,557,851 § - § 28,557,851
Inter-segment sales and transfers 16,723,231 3,044,925 228,142 407,754 20,404,052  (20,404,052) -
Total 23,842,104 15,254,053 4,969,552 4,896,194 48,961,903 (20,404,052) 28,557,851
Segment income/(loss) : 532,321 184,037 111,343 199,463 1,127,164 (67,694) 1,059,470
Segment assets: 19,046,843 5,010,925 1,997,440 2,777433 28,832,641 (4,509,872) 24,322,769
Other items:
Depreciation and amortization 446,149 260,045 35,881 48,597 790,672 - 790,672
Impairment losses 2,179 - - 30 2,209 - 2,209
Investments in affiliated companies
on the equity method 250,433 - - 684,843 935,276 - 935,276
Increase in property, plant and
equipment and intangible assets 598,069 77,425 8,918 18,118 702,530 - TDE._S&
(*1) Notes on adjustment:
{1} The adjustment on segment income/(loss) 15 el of inter t fons
(2) The adjustment on segment assets is mainly eli ions of inter-seg) receivables and payables,

(*2) The segment income/(loss) is reconciled with the operating income in the consolidated statements of operations for the vears ended March 31, 2022

and 2023

The segment assets are reconciled with the total assets in the consolidated balance sheets as of March 3 1, 2022 and 2023

ASSOCIATED INFORMATION

INFORMATION BY GEOGRAPHIC AREA
The sales information by geographic area for the years ended March 31, 2022 and 2023 was as follows:

Thousands of
Millions of yen U.S. dollars
For the years ended March 31 2022 2023 2023
Japan ¥ 509568 ¥ 622,949 5 4,648,873
UsSA 977816 1,307,219 9,755,367
North America (Excluding U S.A) 229,224 330,637 2,467,440
Europe 540,550 639,321 4,771,052
Other areas 803,191 926,626 6,915,119
Total ¥ 3,120,349 ¥ 3,826,752 528,557,851

Sales are categorized by the countries or regions based on the customers” locations.
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The property, plant and equipment information by geographic area as of March 31, 2022 and 2023 was as follows:
Thousands of

Millions of yen U.S. dollars

As of March 31 2022 2023 2023
Japan ¥ B90,152 ¥ 908,404 § 6,779,135
Mexico 89,655 82,962 619,119
MNorth America ( Excluding Mexico) 92.545 103,899 775,366
Europe 18,811 21,178 158,045
Other areas 55,553 48,163 359,425
Total ¥ 1146,716 ¥ 1,164,606 5 8,691,090

A8 RELATED PARTY TRANSACTIONS
There were no transactions with related parties to be disclosed during the years ended March 31, 2022 and 2023,

There were no important affiliates to be disclosed for the year ended March 31. 2023.

BBl SIGNIFICANT SUBSEQUENT EVENTS

No items to disclose.
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Independent auditor’s report

To the Board of Directors of Mazda Motor Corporation:

Opinion

We have audited the accompanying consolidated financial statements of Mazda Motor Corporation
(“the Company™) and its consolidated subsidiaries (collectively referred to as “the Group™). which
comprise the consolidated balance sheet as at March 31, 2023, the consolidated statements of
operations, comprehensive income, changes in net assets and cash flows for the vear then ended. and
notes, comprising a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at March 31, 2023, and its consolidated
financial performance and its consolidated cash flows for the year then ended in accordance with
accounting principles generally accepted in Japan.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in Japan. Our
responsibilities under those standards are further described in the Auditor s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Group
in accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Japan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Reasonableness of management’s estimates of the reserve for warra nty expenses related to recall

and other repair costs at the Company

The key audit matter | How the matter was addressed in our audit

| |
As described in Note 3, “Significant Accounting | The primary procedures we performed to assess the
Estimates™ under “Reserve for Warranty reasonableness of the estimates of the reserve for

| Expenses™ to the consolidated financial warranty expenses included the following:
statements, a reserve for warranty expenses of |

| ¥85.647 million was recorded in the Group’s

| consolidated balance sheet as of March 31, 2023, | We tested the design and operating effectiveness of

" which included the expenses expected to be certain of the Company’s internal controls over the |

(1) Internal control testing
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ineurred in the future related (o recalls and other
repairs.

The estimated future repair cost is calculated by

| multiplying the number of vehicles covered

under the warranty and the repair cost per
vehicle estimated based on the past repair
records and other information,

Since the estimation of the number of vehicles
covered under the warranty and the repair cost
per vehicle is subject to significant management

estimates of the reserve for warranty expenses,
including those over the assumptions of the number
of vehicles coverad under the warranty and the
repair cost per vehicle.

(2)  Assessment of the reasonableness of the
estimates of the reserve for warranty expenses

We assessed the appropriateness of the
assumptions used in the estimates of the reserve for
warranty expenses related to recall and other repair
costs. and the completeness and aceuracy of the

underlying data by performing the following
procedures: \

judgment, its evaluation required a high level of
Judgment in the audit.

inquired of relevant departments’ personnel
about the methods used to estimate the number
of vehicles covered under the warranty and the
repair cost per vehicle and inspected the

We, therefore, determined that our assessment of | @
the reasonableness of the estimates of the reserve |
for warranty expenses related to recall and other
repair costs was of most significance in our audit

of the consolidated financial statements for the
current fiscal vear, and accordingly. a key audit
matter.

minutes and the supporting documents;

® agreed underlying data used for estimating the
number of vehicles covered under the

| warranty and the repair cost per vehicle with

the supporting documents;

® evaluated the process of recording recall and
other repair costs by comparing the
assumptions used in the prior year estimates to
the actual results;

® assessed the completeness and accuracy of the
repair costs based on the events, including
recalls identified, after the end of the current
fiscal vear through the auditor’s report date:
and

assessed whether any revisions to the
assumptions used to estimate the future repair
costs were necessary by performing data
analvtics of comparing actual repair costs of
each case to the respective reserve balance,

Other Information

The other information comprises the information included in the FINANCIAL REPORT 2023, but does
not include the consolidated financial statements, the financial stalements, and our auditor’s reports
thereon. Management is responsible for the preparation and presentation of the other information, The
audit and supervisory committee is responsible for overseeing the divectors” performance of their duties
with regard to the design, implementation and maintenance of the reporting process for the other

information.

Our opinion en the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

Ll
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In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required Lo report that fact.

We have nothing to report in this regard.

Responsibilities of Management and the Audit and Supervisory Committee for the Consolidated

Finaneial Stalements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in Japan, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
stalements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern in
accordance with accounting principles generally accepted in Japan and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but 1o do so.

The audit and supervisory committee is responsible for oversceing the directors’ performance of their
duties with regard to the design, implementation and maintenance of the Group's financial reporting
process,

Awditor's Responsibilities For the Audit of the Conselidated Financial Statemenis

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with auditing standards generally accepted in Japan
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material ifl individually or in the aggrepate, they could reasonably be expected to
influence the economic decizions of users taken on the basis of these consolidated financial statements,

As part of our audit in accordance with auditing standards generally accepted in Japan, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal conirol,

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, while the objective of the audit is not to express an
opinion on the effectiveness of the Group’s internal control,

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis ol accounting
and based on the audit evidence obtained, whether a material uncenainty exists related to events or
conditions that may cast significant doubt on the Group’s ability 1o continue as a going concern. If
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we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

Evaluate whether the presentation and disclosures in the consolidated financial statements are in
accordance with accounting standards generally accepted in Japan, the overall presentation,
structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation,

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the audit and supervisory committee regarding, among other matters, the
planned scope and timing of the audit, significant audit findings. including any significant deficiencies
in internal control that we identify during our audit.

We also provide the audit and supervisory committee with a statement that we have complied with
relevant ethical requirements regarding independence, and communicate with them all relationships and
other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.

From the matters communicated with the audit and supervisory committee, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current period
and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when., in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year
ended March 31, 2023 are presented solely for convenience. Our audit also included the translation of
yen amounts into U.S. dollar amounts and, in our opinion, such translation has been made on the basis
described in Note | to the consolidated financial statements.

Interest required to be disclosed by the Certified Public Accountants Act of Japan

We do not have any interest in the Group which is required to be disclosed pursuant to the provisions of
the Certified Public Accountants Act of Japan.

/S/ Hiroshi Tawara
Designated Engagement Partner
Certified Public Accountant

/S/ Koji Yoshida
Designated Engagement Partner
Certified Public Accountant
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/S/ Takuya Morishima
Designated Engagement Partner
Certified Public Accountant

KPMG AZSA LLC
Hiroshima Office, Japan
July 28, 2023

Notes to the Reader of Independent Auditor’s Report:
This is a copy of the Independent Auditor’s Report and the original copies are kept separately by the
Company and KPMG AZSA LLC.
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