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Supplemental Information

Busin licy of M

Mazda s vision isto create new value and to give customers pleasure and excitement through superb vehicles and services.
Toward this end, we are striving to improve customer satisfaction in every element of our business, from planning, design,
engineering and manufacturing, to communication, sales and service. We are working to clearly establish the Mazda
brand worldwide centered on a unique DNA of “Stylish,” “Insightful”, and “Spirited”. We expect this DNA to result in
vehicles of “Distinctive Design”, “Exceptional Functionality” and “Responsive Handling & Performance’. To support
our brand initiatives, we are launching “New Ideas That Stir Your Emotions’ as a unified slogan in our product and
marketing efforts. It will be the banner under which we will reach out to our customers as we strive to achieve best-in-
industry quality and customer satisfaction.

As a responsible member of society, we will comply with social requirements such as environmental protection and
improved vehicle safety.

We will continuously focus on improving the financia performance of the Mazda Group with particular emphasis on
improving cash flow, reducing financial debt, and strengthening our balance sheet.

Mazda and Ford Motor Company will continue to work toward achieving effective use of each other’'s resources and
achieving greater economies of scale in al areas of our business, starting with the commonization of platforms and
including safety and environmental technology, the opening of new markets, distribution, and the like. In addition, the
development of each company as a source of supply for the other will further strengthen Mazda' s business foundation.

Mazda's objective is to assure that we have a robust financia structure and generate positive cash flow to ensure we can
establish and maintain a stable flow of dividends to our shareholders. Actual dividends will be determined in each term
based on financial performance and the judgment of management.

Results For The First Half of Fi Year 2

During the first half of the year, the Japanese economy generally remained sluggish despite government economic stimulus
packages. The United States and European economies, on the other hand, remained strong.  In Asia, initial indicators of
recovery were evident in most countries following several years of depressed economic conditions.

Automotive sales in Japan totaled 2.78 million units, up 0.8 % from the same period ayear ago. This increase was more
than explained by a 32.4% increase in micro vehicle sales.  Sales of registered vehicles declined by 9.5% to 1.88 million
units. Export sales from Japan totaled 2.12 million units, down 5.3% from the same period a year ago.  Shipments to
Europe and Latin America were down substantially, offset partially by higher exports to North America.

Domestic sales volume was 163,384 units, down 5.4% from the same period a year ago because of lower market share and
areduction of vehicle stocks at dealers. Market share, including micro cars, decreased by 0.2 points to 5.6% despite an
increase in sales of registered vehicles reflecting the successful introduction of “Premacy”, “MPV”, “Bongo Truck & Van”.
Registered vehicle market share rose by 0.3 points to 7.0%. Export sales totaled 253,978 units, down 3.6 % from the
same period a year ago, reflecting lower sales to Latin America and Africa, offset partially by stronger sales in North
America.  Combined domestic and export sales totaled 417,362 units, down 4.3 %.

Concerning our financial results, unconsolidated sales revenue was ¥734,705 million, up 3.3% from the same period a year
ago, reflecting export sales to North America and KD sets.  Ordinary profit was ¥5,867 million, down 68.8% because of
the sharp appreciation of the yen and onetime accounting changes, offset partially by vehicle cost reductions.
Extreordinary gains of ¥38,686 million reflected mainly the sale of assets to strengthen Mazda's balance sheet.
Extraordinary losses of ¥38,273 million were incurred mainly because of accelerated actions to restructure selected Mazda
dealers. Corporation and other taxestotaled ¥2,455 million. As aresult, net income was ¥3,826 million, down 30.6%
from the same period a year ago.

Ordinary profit and net income were in line with our public forecast last May.
Cash flow was positive ¥63,286 million reflecting a continued focus on cash flow to improve Mazda’ s financial structure.

Wewill continue to forgo distribution of mid-term dividends this term.

Forecast For FY 2000

Although we think that the Japanese economy will experience a mild recovery, continued weakness is expected because of
the strong yen and weakness in the labor market, among other factors. As for the rest of the world, we expect economic
performance to remain strong in both the United States and Europe during the next six months. Asian economies are
expected to continue on the path toward recovery.

In the automotive industry, we are projecting increasingly severe sales competition both domestically and overseas.
There appears little prospect of any rapid increase in automobile demand in Japan in the near term. Amid such
circumstances, our outlook for FY2000 is as follows. Domestic sales volume is projected at 350,000 units, export sales

-1 -



volume at 550,000 units, and total sales volume at 900,000 units, up 1.9% from the same period a year ago. Domestic
market share is projected to increase 0.2 points, from 5.4% to 5.6%. Sales revenue is projected at ¥1,525,000 million, up
4.9%. Ordinary profit is projected at ¥25,000 million, down 49.8%, and net income is projected at ¥14,000 million, down
54.1%.

Compared with a year ago, the lower net income reflects primarily a stronger yen, one-time accounting changes, and
recognition of corporation and other taxes. Partia offsets are vehicle cost reductions, favorable volume changes, and
favorable changes in extraordinary profit items. Cash flow is projected at positive ¥70,000 million.

We will declare and pay ayear-end dividend of ¥4.00 per share.

Year 2 mpli

1. Compliance Progress
a. Policy of Compliance
At Mazda, we consider the Y 2K issue not only an information systems problem but also a significant management
challenge. With this awareness, we have been giving our best efforts to prevent in advance any interruptions and
confusion in the operations of the entire Mazda group, including subsidiaries and affiliated companies, thereby
ensuring that we continue to provide our customers with products and services of highest satisfaction.

b. Systematic Approach To Compliance
We started a preliminary study project in April 1997, and actual remediation efforts started in October 1997.
Subseguently, in July 1998, a compliance leader was appointed, and a compliance center was established in each
division of the corporate organization. A company-wide compliance center (Y2000 Promotion Secretariat) was
established in the Information Systems Division to assist and administer overall remediation efforts and to review
progress on a monthly basis. Progress is reported to the meetings of the Executive Committee and the division
general managersin atimely manner.

c. Progress Toward Compliance

(1) Mazda Products
We have verified that no problems related to Y 2K will occur in any vehicles that have been manufactured by
Mazda or vehicles presently being produced. This is because no date-control chips have been incorporated
into the core part related to the basic performances of vehicles such as "drive", "turn", and "stop".

(2) Other Compliance
We have divided areas that could be affected into the following seven categories:
1) programs in mainframe systems, 2) equipment for mainframe systems, 3) programs developed by end-users,
4) manufacture, production, and logistics equipment, 5) foundation equipment for buildings and factories, 6)
equipment for development and testing of products, and 7) subsidiaries and affiliated companies and other
companies having business relationships with Mazda. We have completed all the studies, actions, and trial
tests for categories numbered 1 through 6 at the end of September 1999 as scheduled. Now, we are carrying
out the final confirmation of systems that will be completed at the end of November. The final confirmation
will eliminate al the accidental oversight and unsolved problems. As for category 7, we regularly survey all
the suppliers and related companies by questionnaires.  In addition, we visit them to check their readiness and
ask them for preparing their contingency plans.  All the plans progress as schedul ed.

2. Costs of Compliance
We are achieving Y 2K compliance not only through ad hoc system updates strictly aimed at Y 2K but also through
overal, integrated system updates. As part of these strategic updates, processing capacity improvement and
replacement or updates of functionally outdated systems, Y2K compliance is aso achieved. Therefore, it is not
practical to isolate and calculate the overall costs of Y2K compliance. As far as the costs of ad hoc updates for
compliance are concerned, we expect to incur ¥1,000 million in total for hardware updates and program revisions/updates and
have aready spent approximately ¥900 million.

3. Establishment of Contingency Plans
As dready discussed, we are making our best efforts to achieve Y2K compliance. However, in consideration of
extensive remediation efforts involving internal computer systems and production machinery and equipment, as well as
those of subsidiaries/affiliates and other companies having business relationship with us, we realize that establishing
contingency plans in case of emergency situations is critical to our business continuation. Therefore, we are
establishing a contingency plan to take adequate countermeasures against unexpected problems.

In detail, we completed listing major business activities and resources and preparation of the contingency planning
schedule by June 1999. We completed the contingency plan at the end of September 1999. We plan to complete
specific preparation and training step by step by the end of December. We will also establish a task force between
December 27 through January 11 to facilitate quick decision-making and appropriate instructions in case of an
emergency.
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Basis of Interim Financial Statements

1. The difference in accounting principles and procedures adopted to prepare financial statements of fiscal year
With regard to reserve for employees bonus, reserve for warranty claims, reserve for retirement alowances, and
deprecation and amortization expenses, their annual estimated amounts to be charged in the current fiscal year are
allocated over the period, and the amount to be charged in this interim accounting period are recognized.

(Changein Accounting Procedures)
With regard to reserve for warranty claims, the maximum amount allowed by the corporation tax law (legal ratio) had
been recognized. From this period, however, it is recognized the possible warranty expense in the succeeding year based
on the accrual ratio in the previous fiscal years.
The effect of this change in accounting on reported fiscal results is that operating income, ordinary income and net
income before taxes decreased by 7,330 million yen compared to what these amounts would have been if the previous
accounting procedure were used.

2. Inventories
Inventories are stated at cost determined by the average method.

3. Depreciation method of tangible fixed assets
Declining balance method is used in accordance with the corporate tax law, except for buildings (excluding equipment
and fixtures attached to the buildings) acquired on and after April 1, 1998 and tools that are accounted for by straight-line
method.

4. Lease accounting
Lease transactions other than finance lease with unconditional title transfer clause to lessee are accounted for by the
method equivalent to the ordinary accounting for rent.

5. Accounting for consumption tax, etc.
Accounting for consumption tax, etc. is excluding tax method. It offsets “temporary payments of consumption tax”
against “temporary receipts of consumption tax” and vice versa, and either remaining balance is included in “accounts
payable-other” at current liabilities.

Additional information

1. Deferred tax accounting is adopted from this interim period.
The effects of adopting the deferred tax accounting on reported financial results are that net income and unappropriated
retained earnings increased by 17,644 million yen and 48,266 million yen, respectively, compared to what those amounts
would have been if the deferred tax accounting were not adopted.

2. Research and development costs had been included in “cost of sales” when incurred. Referring to “The guideline for
accounting standard regarding to research and development costs and software” (the Japanese Institute of Certified Public
Accountants Accounting System Committee Report No. 12), however, they are charged to “selling, general, and
administrative expenses” from this interim period.

3. Regarding software for the purpose of internal use previously included in “long-term prepaid expenses” at Investments,
etc., the previous accounting standard has been used continuously by referring to the interim measure described in
Accounting System Committee Report No.12.

As of the disclosure of software, they are included in “software’ at Intangible fixed assets, changed from “long-term
prepaid expenses” at Investments, etc., according to the report presented above. Depreciation is computed by straight-line
method using the estimated useful lives (Syears).

4. Accrued enterprise taxes had been included in “selling, general, and administrative expenses” in the previous interim
report. Starting the previous fiscal year and this interim period, however, they are included in “corporation, inhabitants,
and enterprise taxes”.

In the past, “accrued enterprise taxes, etc’ covered both accrued enterprise taxes and accrued business establishment
taxes. Starting the previous fiscal year and this interim period, however, accrued enterprise taxes are included in “accrued
corporation tax, etc.” and accrued business establishment taxes are included in “accounts payable-other” .

Due to changes of No.2 ~ 4 described above, both statements of income and balance sheets of the previous interim period
and the previous fiscal year are restated by using the same method applied in this period.

Subsequent Events
On November 10, 1999, the Board of Directors approved a takeover of Mazda Tooling and Engineering Co., Inc. on

February 1, 2000, which is 100% owned subsidiary.
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