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IMPLEMENTING SOCIAL
RESPONSIBILITY IN THE
SUPPLY CHAIN

| Working with Mazda's Suppliers

Mazda carries out a wide variety of activities in order to achieve
mutual growth and prosperity with companies, both in Japan and
overseas. In line with its basic purchasing policy, Mazda is mak-
ing efforts to build open business relationships and ensure fair
and even-handed dealings with its companies both in Japan and
overseas, while extending opportunities to businesses through-
out the world, regardless of nationality, scale or history of trans-
actions with the Company. Upon receiving a request to start busi-
ness with Mazda, Mazda assesses the company in question in a
fair and even-handed manner according to its in-house criteria for
evaluation of suppliers, and determines the feasibility of a busi-
ness partnership.

In addition, Mazda bases its assessments of business dealings
with new suppliers on a comprehensive evaluation that covers not
only quality, technical strengths, pricing, delivery time and man-
agement approach, but also the corporate compliance struc-

ture and sustainability initiatives, including environmental protec-
tion activities (E P106). Mazda has conducted questionnaire sur-
veys of its suppliers on an as-needed basis, aiming to understand
and evaluate the status of their implementation of sustainability ini-
tiatives in more detail (E P106). Also, concerted efforts are under
way between Mazda and its suppliers to establish risk management
systems that ensure business continuity and stable development, so
as to avoid suspension of business that would extensively

impact society. (= ri06)

In addition to proactively offering opportunities for communica-
tion, Mazda provides supports in various forms to suppliers to en-
sure that the Company can promote sustainability initiatives and
risk management in close concert with them. (E’ P107)

Basic Purchasing Policy

Mazda will, in the fullest sense of coexistence and mutual prosperity, engage
in research and production for improved competitiveness. The Company will
build open and fair business relationships to ensure sustainable growth and
raise its level of contributions for social and economic development. (1994)
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Measures for Supplier Support

» Co-creation and technology exchange with suppliers, aimed at improving
their competitiveness

» Cooperating with suppliers in improving their product quality

* Adoption of the Milk-Run system (Mazda has shifted from the conventional
system, with delivery of parts by each supplier, to the Milk-Run system™
(MRS), in which Mazda trucks stop at multiple suppliers to collect parts

* Provision of information on third-party exhibitions and conventions to
showcase the latest technologies and manufacturing methods

“1 A method in which a single truck visits multiple suppliers to collect supplies. Named after
truck routes in rural areas, which picked up milk from each farm.

Promoting Sustainability Initiatives in
Partnership with Its Suppliers

Promoting Suppliers’ Sustainability Initiatives and

Deployment of the Mazda Supplier CSR Guidelines
The Company stipulated the Mazda Supplier CSR Guidelines, based
on Mazda'’s basic approach on CSR initiatives and with reference to
the CSR Guidelines of the Japan Automobile Manufacturers
Association. The Guidelines outline CSR areas and items that are
closely related to the purchasing area. In the Guidelines, CSR activities
are categorized into six areas: Customer Satisfaction (Safety/Quality),
Environment, Social Contribution, Respect for People (Human
Rights/Work), Compliance, and Information Disclosure. The Guide-
lines request that all Mazda suppliers comply with the guidelines in
these areas. The Mazda Green Purchasing Guidelines (E P32) are
separately created to indicate the Company’s approach on the en-
vironmental protection area in more detail, and Mazda requests
that suppliers observe these guidelines. The Company also con-
ducts periodic surveys of suppliers to confirm their compliance
status. (E’ P106)

@ Mazda Supplier CSR Guidelines and Mazda Green Purchasing Guidelines

Management

Data/Materials

Customer Satisfaction (Safety/Quality)

Suppliers are requested to abide by the guidelines regarding prod-
ucts and services that meet the needs of consumers and customers,
sharing appropriate information about products and services, safe
products and services, quality products and services, etc.

Environment

Suppliers are requested to abide by the guidelines regarding envi-
ronmental management/greenhouse gas reduction /air, water and
soil pollution prevention/resource conservation and waste reduc-
tion/chemical management/ecosystem conservation, etc.

Social Contribution

Suppliers are requested to make social contributions proactively
and continuously at home and abroad to meet the needs of each
region, thereby fulfilling their responsibilities as a good corporate
citizen.

Respect for People (Human Rights/Work)

Suppliers are requested to abide by the guidelines regarding ab-

olition of discrimination /respect for people/prohibition of child

labor/prohibition of forced labor/non-use of conflict materials*!
= P62)/wages/working hours/dialogue with employees/safe

and healthy working environment, etc.

Compliance

Suppliers are requested to abide by the guidelines regarding reg-
ulation compliance /competition law compliance /promotion of
fair business practices/corruption prevention/confidential infor-
mation management and protection/export management/intel-
lectual property protection, etc.

Information Disclosure

Suppliers are requested to disclose information to their stakehold-
ers in a timely and appropriate manner, and make efforts to main-
tain and develop mutual understanding and trustful relationships
with stakeholders through open and fair-minded communication.

*1 Conflict minerals: Minerals and their derivative metals designated by Financial Regulatory
Reform Article 1502 that are sourced from and used as financial sources for armed groups
in conflict-affected regions in the Democratic Republic of Congo or adjoining countries
(Regulated minerals: tantalum, tin, tungsten, gold). Under this act, listed US companies
are obliged to report that no conflict materials are used in their products.
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Example of Sustainability Initiatives in Cooperation

with Suppliers
Compliance: Promotion of Fair Business Practices
Mazda promotes fair business practices to ensure that both the
Company and its suppliers have fair dealings under clear standards
with a common recognition to strengthen their global competi-
tiveness through mutual collaboration. Based on the Guidelines for
Appropriate Transactions in the Automobile Industry, which was
formulated at the initiative of the Ministry of Economy, Trade and
Industry, Mazda carries out various activities, including the formu-
lation of the Promotion Manual for Appropriate Purchasing, ed-
ucation for those engaged in procurement operations at Mazda,
and information provision to suppliers through the website and
briefing sessions.

In-House Education to Ensure Fair Transactions

The following educational initiatives are conducted for those engaging in
procurement operations in order to realize fair and equal transactions.

* Administering comprehension tests on promotion of fair business practices
(including Subcontractors Act)

* Education on financial control

« Posting of guides and process rules regarding fair business practices and
compliance on the Purchasing Division website on the Intranet

* Holding a course on promotion of fair business practices for employees
who were newly assigned to the relevant sections
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| The Supplier Evaluation System

When starting business with a new supplier, related departments
coordinate together to confirm the supplier’s quality control sys-
tem, research & development system, technological capabili-
ties, financial conditions, and sustainability initiatives, in order to
evaluate whether or not the supplier is compliant with the pro-
curement/selection policies of the Mazda Group. For each long-
term supplier, Mazda conducts not only an evaluation based on
the quality, cost and delivery time of the procured goods or ser-
vices, but also a comprehensive evaluation of the entire business
including the quality control system, research & development sys-
tem, technological capabilities, and the status of its sustainability
initiatives. For the supplier quality control system, Mazda employs
a system that enables continuous grasping of issues, evaluation of
the situation, and provision of guidance for improvement by re-
ceiving daily reports on product quality as well as voluntary audit
results, and when a supplier is in need of quality improvement,
conducts remote quality auditing in addition to onsite confirma-
tion of actual products at both domestic and overseas sites.

Also, Mazda comprehensively evaluates its suppliers every year
(306 suppliers in 2022) from the perspectives of quality, pricing,
delivery time, etc., in order to build more positive business rela-
tionships with them, and passes the results of these evaluations
back to the suppliers. Outstanding suppliers are recognized with
awards. The Company has also introduced sustainability-based
evaluation, giving special awards to suppliers that have made out-
standing proposals on weight trimming, which greatly affects en-
vironmental performance such as fuel efficiency.

Evaluation System

Earth, People,
and Society

Evaluation items when starting business with a new supplier

Quality management system, research & development system, tech-
nological capacity, production and delivery capacity, financial condi-
tions, sustainability initiatives, etc.

Evaluation items for long-term suppliers

Quality management system, research & development system, techno-
logical capacity, production and delivery capacity, financial conditions;
quality, pricing, delivery time of goods or services procured, and other
items in the Supplier CSR Guidelines (= P105)
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| Questionnaire Survey for Suppliers

Mazda has conducted questionnaire surveys of its suppliers since
FY March 2014, aiming to understand and evaluate the status of
their implementation of sustainability initiatives. The survey results
confirm that these suppliers have appropriately implemented
sustainability initiatives and established their own sustainability
promotion systems. In FY March 2023, a questionnaire survey was
also carried out about fair business practices, which attracted a
lot of social interest, targeting all subcontractors. The survey re-
sults showed that progress has been made. After analyzing these
results, the Company held individual hearings with companies
deemed to be in need of further improvement, in order to offer
them cooperation in devising improvement methods. Using these
surveys, the Company also checks each supplier’s recognition of
the Mazda Supplier CSR Guidelines.

Risk Management in Collaboration with
Suppliers

Upgrading and Expanding the Business Continuity

Plan (BCP)
In the light of risk management, Mazda works together with its
suppliers to upgrade and expand its business continuity plan
(BCP) in order to avoid suspension of business that would exten-
sively impact society.
The Company has introduced the “SCR Keeper,”*' a supply chain
risk management system, to accelerate its initial response in the
event of a disaster by promptly and thoroughly grasping informa-
tion on the situation of operation sites. Also, initiatives are under
way to promote disaster prevention and mitigation activities, in-
cluding for damage from earthquakes, landslides or flooding. In
the future, Mazda will work with suppliers and expand its BCPs.
In addition, Mazda educates suppliers on the threats posed by cy-
ber-attacks, which are becoming more commonplace and more
advanced, and asks them to promote further-enhanced security.
The Company also imagines a cyber-attack on some of its suppli-
ers to discuss measures to bring everyone together and minimize
the impact on the production of its materials and components.

1 SCR stands for Supply Chain Resiliency. SCR Keeper is a system combining map data with
earthquake information from the Japan Meteorological Agency by which the seismic inten-
sity at the registered production sites can be determined quickly in the event of an earth-
quake.
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