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1. Consolidated Business Results for the Business Year Ended March 31, 2010
(From April 1, 2009, to March 31, 2010)

(1) Consolidated Business Results Note: Amounts less than one million yen are truncated.

Percentages indicate year-over-year increases/decreases.

Net sales Operating income Ordinary income
Millions of yen % Millions of yen % Millions of yen %
Year ended March 31, 2010 1,023,964 -14.8 44,037 -28.3 43,768 -15.8
Year ended March 31, 2009 1,202,419 -6.9 61,394 -52.1 52,007 -57.3
Ratio of net -
. Diluted net income for the Rat_lo of .
Net i Net income - ordinary Operating
et income income per year to . -
per share share shar ehd income to margin
. total assets
equity
Millions of yen % Yen Yen % % %
Year ended March 31, 2010 19,390 -10.9 66.44 66.43 4.0 3.9 43
Year ended March 31, 2009 21,755 -70.9 74.51 74.50 4.3 4.5 5.1
(Reference) Equity in earnings of affiliates was ¥345 million for the year ended March 31, 2010, and ¥537 million for the year
ended March 31, 2009.
(2) Consolidated Financial Position
Total assets Net assets Equity ratio Net assets
per share
Millions of yen Millions of yen % Yen
As of March 31, 2010 1,139,655 510,061 435 1,701.29
As of March 31, 2009 1,117,417 484,485 42.2 1,615.98

(Reference)Sh ar e h ol d e r¥496,178million at the enavad the year ended March 31, 2010, and ¥471,686 million at the
end of the year ended March 31, 2009.

(3) Consolidated Cash Flows

Cash flows from
operating activities

Cash flows from
investing activities

Cash flows from
financing activities

Cash and cash
equivalents at the end

of the year
Millions of yen Millions of yen Millions of yen Millions of yen
Year ended March 31, 2010 129,226 (39,848) (34,941) 159,324
Year ended March 31, 2009 62,237 (99,302) 48,382 104,322
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2. Dividends
Dividend per share Total cash Dividend payout divitlj?:r':ldos(:; net
dividends for ratio assets

1Q-end 2Q-end 3Q-end Year-end Total the year (Total) (Consolidated) (Consolidated)
Yen Yen Yen Yen Yen Millions of yen % %

Year ended

March 31,2009 | 19.00 — 19.00 | 38.00 11,091 51.0 2.2

Year ended

March 31, 2010 - 16.00 — 16.00 32.00 9,337 48.2 1.9

Year ending

March 31, 2011 _ _ _ _ . .

(forecast)

Note: Dividends for the year ending March 31, 2011, are undetermined.

3. Prospective Consolidated Business Results for the Business Year Ending March 31, 2011
(From April 1, 2010, to March 31, 2011)

Note: Percentages indicate year-over-year increases/decreases for the corresponding first-half and full-year periods.

Net sales

Operating income

Ordinary income

Net income

Net income per share

Millions of yen %

Millions of yen

%

Millions of yen %

Millions of yen % Yen
First half 560,000 12.5 32,000 74.3 30,000 67.4 15,500 53.2 53.15
Full year 1,155,000 12.8 73,000 65.8 69,000 57.6 37,000 90.8 126.87
4. Other

(1) Changes in Significant Subsidiaries during the Year (Changes in Specified Subsidiaries Resulting in
Change in Scope of Consolidation): None

(2) Changes in Principles, Procedures and Representation of Accounting Procedures (which are stated in the
—€hanges in the Basis of Presenting the Consolidated Financial Statementsll)

(i) Changes relating to revisions to accounting standards, etc.: Yes
(if) Changes other than (i) above:

(3) Number of Shares Issued (common stock)

(i) Number of shares issued at year-end (including treasury stock)

As of March 31, 2010
As of March 31, 2009

(if) Number of shares of treasury stock at year-end

As of March 31, 2010
As of March 31, 2009
( S e e SharPlefarmationll

293,113,973
293,113,973

1,465,756
1,225,087

No
(See the —€hanges in the Basis of Presenting the Consolidated Financial Statementsli

on23age

0 n 30aa tge@umber of shares as the basis for the calculation of
consolidated net income per share.)
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(Reference) Summary of Non-Consolidated Business Results for the Business Year Ended March 31, 2010
(From April 1, 2009, to March 31, 2010)

(1) Non-Consolidated Business Results

Note: Percentages indicate year-over-year increases/decreases.

Net sales Operating income Ordinary income
Millions of yen % Millions of yen % Millions of yen %
Year ended March 31, 2010 365,424 -14.0 (13,157) — 14,968 —
Year ended March 31, 2009 424,917 -14.9 (7,120) — (5,218) —
. Net income Diluted net
Net income .
per share income per share
Millions of yen % Yen Yen
Year ended March 31, 2010 13,107 — 44,91 44.90
Year ended March 31, 2009 (12,353) — (42.31) —
(2) Non-Consolidated Financial Position
Total assets Net assets Equity ratio Net assets
per share
Millions of yen Millions of yen % Yen
As of March 31, 2010 783,244 333,143 42.4 1,138.78
As of March 31, 2009 766,667 315,986 41.1 1,079.92

(Reference) S h a r e h quitgwasr¥332,128amillion at the end of the year ended March 31, 2010, and ¥315,221 million at the
end of the year ended March 31, 2009.

Explanation about the Appropriate Use of the Business Forecasts and Other Noteworthy Points

1. The forecasts given above are based on data available at the time of the release of this document. Actual
results may differ from forecasts due to various uncertain factors. See —1 . A n &Résults(Rrospecofdr
business results fofr
business forecasts above.

2. Daikin Industries, Ltd., has not disclosed the projection on dividends for the year ending March 31, 2011, as
it is undetermined at this time. The dividend forecast will be disclosed as soon as possible when it becomes
available. See {3) Basic Policy on Profit Distribution and Dividends for the year ended March 31, 2010 and the
year ending March 31, 2011lof —1 . O p e r a ton pagg 8 oRtbe seasdnd fas this decision.
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1. Operating Results

1. Analysis of Results

(1) Overview of the Year
In Fiscal 2009, the economic recession in the global economy, starting with the financial crisis, ended with
the support of the high growth of emerging nations such as China and India. However, the extent of
economic recovery varied among countries and regions, with sustained high unemployment rates in
developed nations and the advent of deteriorating financial conditions in southern European countries in the
second half of the fiscal year.

Similarly, in Japan, the domestic economy started to get back on track for a gradual recovery, evidenced
by the recovery of exports and production and improved consumer spending, which had been sluggish.
However, there are remaining causes for concern, including the employment outlook, which remains grim,
and progressive deflation.

In such a business environment, the Daikin Group announced at the beginning of calendar year 2009 its
New Year,—Nowl ogamnhe time f o+Crfeudtli vieo cQihsa |chme ntghee & F
thus implemented all possible measures to focus on three main goals: vigilantly striving to secure profits in
the short term; accelerating the creation of results in medium-to-long-term business themes that focus on
the future; and making structural reforms so that the Group is positioned to take advantage of opportunities
presented by the economic recession.

The Group strived to ensure net sales and profit through measures that 1) aim for higher market share of
our existing products, 2) increase sales of environment-focused products having firm demand even in a
global recession, and 3) promote further cost reductions. Nevertheless, a decline in demand combined with
the effects of foreign exchange translla8iysarn | ed t
over year to ¥1,023,964 million. Profit-wise, consolidated operating income decreased by 28.3% to ¥44,037
million, consolidated ordinary income decreased by 15.8% to ¥43,768 million and consolidated net income
decreased by 10.9% to ¥19,390 million.

An overview of results by business segment follows:

(i) Air-Conditioning and Refrigeration Equipment
In the Japanese residential air-conditioning system market, the demand for room air-conditioning
systems in the first half was lower than that in the same period of the previous year, due to
unseasonable weather and sluggish housing starts. In the second half, the business had a tailwind from
the rush in demand for current standard models prior to the 2010 revision of the energy conservation
law, and demand is expected to recover and surpass that in the same period of the previous year.
However, demand for the full year ended up being lower than that in the previous fiscal year. Amid
these conditions, al t h oamguhtwerehoeer cGmpared withthe sal es vo
previous fiscal year, we increased sales in standard model zones in the second half by striving to
increase sales of high value-added products, which include the Company's proprietary URURU
humidifier and a selectable airflow functionthathas 12 settings to suit the
lifestyle needs, and also captured the rush in demand prior to the revision of the energy conservation
law.

In the Japanese commercial air-conditioning system market, industry demand for packaged
air-conditioning systems was lower compared with the same period of the previous year (in both the
first and second half), due to continued stagnation of capital investment and construction starts. The
Group was also impacted by decreased demand. Although sales volume and amount were lower
compared with the previous year, there was an increase in sales of high value-added products such as
Clean ZEAS), featuring automatic filter cleaning, and Flash Streamer ZEA, which inhibits and
removes harmful microbes and pollen using our proprietary Streamer technology.

In the overseas air conditioner business market, demand for air conditioners was sluggish in all
regions in 2009 due to the impact of the global economic recession which was triggered by the
bankruptcy of Lehman Brothers in September 2008. Amid these conditions, the Company developed
measures such as increasing market share, expanding the heating systems business from Europe to all
regions worldwide, and entered the residential mass market by leveraging the cooperative agreement it
entered into with Gree Electric Appliances Inc, of Zhuhai. However, due to such negative effects as the
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appreciation of the yen, principally against the euro, the Group's overall overseas sales of air
conditioners were lower than those in the previous year.

In the European market, stagnant demand because of the economic recession was evident,
particularly in major western European nations, the Company‘s mainstay market, and demand also
dropped significantly in emerging countries, such as those in central and eastern Europe, Russia and
CIS. Amid these conditions, we implemented such initiatives as strengthening the sales network and
releasing new products to increase sales; however, combined with the impact of currency exchange,
sales of the existing business were significantly lower compared with the previous year. Meanwhile,
although demand was sluggish in the heating business, our new business, due to the impact of reduced
incentives for heat-pump water heaters in France, the largest market, and lower housing starts in major
European countries, sales increased over the previous fiscal year as a result of proactive measures
undertaken in each country, including new development of distribution outlets, strengthening of sales
systems and releasing new products.

In China, demand for air conditioners picked up in the latter half of 2009 and the initiatives which
had been undertaken from the start of the year to increase sales, including strengthening of the sales
network in regional cities and inland areas, and the release of differentiated products, started to bear
fruit and the sales volume increased over the previous fiscal year. Substantive progress was made for
expanding business in the residential air conditioner market, particularly due to the market launch of
the residential inverter volume zone air conditioner, which was the result of the collaborative agreement
with Gree Appliances Inc, of Zhuhai, and also due to the establishment and strengthening of sales
systems and sales networks. In the heating business, the heat-pump water heater was released in the
latter half of 2009 and initiatives such as developing new distribution outlets and PR activities to
increase product recognition were started in preparation for market creation and the full-scale setup of
the business.

In the Southeast Asia market, initiatives were undertaken for the development of new distribution
outlets and increasing orders for small projects amid reduced demand for commercial air conditioners
in Thailand and Singapore, particularly due to the impact of the economic slowdown and sluggish
construction demand. In the Southeast Asia and Oceania markets the sales volume rose over the
previous fiscal year due to increased sales from development of sales networks in emerging countries
such as Vietnam, which suffered relatively slighter impacts from the adverse economy, and increased
sales of residential air conditioners in Austra
measures and the hot weather.

In the North America market, the applied market declined significantly due to stagnation in
residential and construction markets, resulting in sales below the previous fiscal year for that market.
Meanwhile, in the ductless air conditioner segment, continued efforts were made to create markets for
ductless air conditioners, and sales of the Company's leading product, VRV air-conditioning systems,
were increased by strengthening sales networks, etc. Furthermore, in the second half, the heat-pump
heating/hot water supply system was introduced, and such initiatives as establishment of sales systems,
distribution outlet support and product PR, etc., commenced in preparation for full-scale entry into the
North American heating system market using the heat pump technology.

In the low-temperature and refrigeration products business, demand fell in the first half due to the
impact of the global economic recession which had been ongoing since the year before last; however,
second half sales rose above the same period of the previous year, and full-year sales recovered to the
same level of the previous year.

Overall sales of the Air-Conditioning and Refrigeration Equipment segment decreased by 14.2% to
¥908,564 million, and operating profit decreased by 36.1% to ¥45,784 million.
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(if) Chemicals
Demand for fluorochemicals from the semiconductor and automobile industries has been on a gradual
recovery trend and sales in the second half were above the same period in the previous year; however,
due to the significant impact of the drop in the first half, full-year sales for all regions worldwide were
below the previous year.

Although demand has been recovering with each passing month, sales of specialty chemicals for the
full year fell below the previous year. Amid those results, oil and water repellant agents performed
relatively well, and sales rose above the previous year in Japan. Sales of semiconductor-etching
products were at about the same level as the previous fiscal year in Japan. As a result of development
applications, sales of anti-fouling surface coating agents used in devices such as displays grew,
predominantly in the Japanese market, in comparison with the previous year. In contrast, intermediary
compounds in the fine chemicals category saw their sales fall year over year due to decreased demand.

Sales of fluorocarbon gas decreased year over year due to a decline in demand in the Chinese, Asian
and Japanese markets. Overall sales of the Chemicals segment declined 15.4% to ¥86,223 million. As a
result of the initiatives to increase sales and cost reductions in response to the possible recovery in
demand in the second half and later, profitability recovered by ¥10,218 million from the operating loss
in the previous fiscal year, and operating income was ¥709 million.

(iii) Others
Sales of oil hydraulic equipment for industrial machinery significantly decreased in Japan from a year
earlier. This was due to the impact of weak demandintheCompany ‘s main categori e
field and general-purpose industrial machinery field. Exports rose above the previous fiscal year due to
steady performance in Asian markets, predominantly South Korea, Taiwan and China. Sales of oil
hydraulic equipment for construction machinery and vehicles fell year over year, affected by the
worldwide sluggish markets and coupled with a decline in demand in the mainstay Japanese market and
in the U.S. and European markets.
Sales of the defense systems-related products decreased due to decreased volume of orders from the
Ministry of Defense for ammunitions and warheads for guided missiles.
Overallsalesoft he r_9O't heegment decl i ned 2-Wisewsegmeno ¥2 9, 1
reported an operating loss of ¥2,577 million.

On a non-consolidated basis, the Company* s n edecreased 14.8% to ¥365,424 million, and an
operating loss of ¥13,157 million, an ordinary income of ¥14,968 million and a net income of ¥13,107
million were recorded.

Prospect for business results for the next business year
With respect to the global economy going forward, it is forecast that high growth in emerging countries,
including China and India, will lead a recovery. However there still remains the risk of an economic
downturn due to such factors as the harsh employment environment in industrialized countries, inflation in
China, concerns of declining personal consumption in the United States, and so-called sovereign risk in
European countries. Although there are also signs of a bottoming out in domestic demand for the Japanese
economy, which had been stagnating, there appears to be no end to deflation. The economy is forecast to
continue to recover at a slow pace.
In this environment, the Company will strive to achieve a recovery this year (2010) with increased
revenue and profitability. At the beginning of thisyearwea nnounced that the Group"‘
themewouldbe —A c hi eve Goal s NéwAderugfor Buturd, |l adipreonitizecthis year as an
important one for formulating the new strategic management plan for 2011 and beyond. In this final year of
the FUSION 10 strategic management plan, the Group companies will work together to implement the plan
and make it successful, as we believe it will support the Company' s conti nued growth an:
development.
Specifically, we intend NioceAgion®lansfér Gompasywidk wi t h t h e
T h e mevkch Have been set as the most important management tasks. In this way, we will overcome
problems that were brought out early on through our efforts for constitutional reform and make a V-shaped
recovery in earnings certain.
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- Drastically reinforcethePAbusi ness to build the world‘s No.

- Promote cost reduction in domestic factories to enhance cost competitiveness on a global basis;

- Further improve quality;

- Greatly expand sales in China, the largest growth market (air-conditioning equipment, chemicals and
hydraulic equipment);

- Rapidly expand the heat-pump room-heating and hot-water-supply system business;

- Accelerate development of the global applied system business;

- Speed up large global sales expansion through strengthening the competitiveness of low-cost RA
models;

- Capture the Indian and Brazilian (Latin American) markets; and

- Expand development of merchandise, with Streamer technology as the core, and develop such
merchandise globally.

For the fiscal year ending March 31, 2011, we forecast a 12.8% increase in consolidated net sales to
¥1,155,000 million, with operating income rising 65.8% to ¥73,000 million, ordinary income increasing
57.6% to ¥69,000 million and net income increasing 90.8% to ¥37,000 million.

The estimated exchange rate for the fiscal year ending March 31, 2011, is based on the assumption that 1
euro equals ¥120 and $1 equals ¥90.

Statements made with respect to expectations and forecasts are forward-looking statements based on
information available at present and certain assumptions that we consider reasonable. A number of factors,
some major ones of which are explained below, could cause actual results to differ materially from those
discussed in the forward-looking statements.

- Drastic changes in demand and supply for products or in the political and economic situations in the
major markets of Japan, Europe, the United States, China and other Asian countries

- Fluctuations in demand for air-conditioning equipment due to a cool summer and unseasonable weather

- Drastic changes in the exchange markets (especially the euro and U.S. dollar markets)

- Serious problems related to quality and manufacturing

- Fluctuations in the market value of securities and other assets held by the Company

(2) Financial Position

(i) Analysis of assets, liabilities, net assets and cash flows
As of March 31, 2010, total assets increased ¥22,238 million year over year to ¥1,139,655 million. Current
assets increased ¥25,297 million to ¥557,131 million mainly due to an increase in cash and deposits.
Noncurrent assets decreased ¥3,058 million to ¥582,524 million due to a decrease in property, plant and
equipment and goodwill despite an increase in a change in the market value of investment securities.

Liabilities decreased ¥3,337 million to ¥629,594 million principally owing to a decrease in commercial
papers despite the issuance of bonds, and the interest-bearing debt ratio declined from 37.4% to 35.0%. Net
assets increased ¥25,575 million to ¥510,061 million, primarily reflecting the posting of net income and
fluctuations in the valuation difference on available-for-sale securities.

During the year ended March 31, 2010, net cash provided by operating activities was ¥129,226 million,
an increase of ¥66,989 million from the previous year, principally due to an increase in notes and accounts
payable and a decrease in inventories. Net cash used in investing activities was ¥39,848 million, a gain of
¥59,454 million from net cash used in investing activities in the previous year, arising primarily from a
decrease in the purchase of property, plant and equipment. Net cash used in financing activities was
¥34,941 million, indicating a decrease of ¥83,323 million from net cash provided by financing activities in
the previous year, mainly due to repayment of debt despite the issuance of bonds. As a result, cash and cash
equivalents at the end of the year amounted to ¥159,324 million.



Daikin Industries, Ltd. (6367), Brief Report on the Settlement of Accounts for the Fiscal Year Ended March 31, 2010

(ii) Trends in cash flow indicators
The trends in cash flow indicators are shown below.

Year ended
March 31, 2006

Year ended
March 31, 2007

Year ended
March 31, 2008

Year ended
March 31, 2009

Year ended
March 31, 2010

Equity ratio (%) 47.5 34.2 45.1 42.2 43.5
Market value equity ratio (%) 151.4 92.9 103.6 70.0 97.9
Cash flows/interest-bearing debt

ratio (years) 2.7 5.4 3.5 6.7 3.1
Interest coverage ratio (times) 12.3 12.4 8.9 7.6 19.5

Notes:

1. Equity ratio = Equity capital/Total assets
Market value equity ratio = Aggregate market value of shares/Total assets
Cash flows/Interest-bearing debt ratio = Interest-bearing debt/Operating cash flow
Interest coverage ratio = Operating cash flow/Interest payment

N

Each indicator is calculated based on the consolidated financial values.

3. Aggregate market value of shares is calculated as follows: (term-end closing stock price) x (term-end number of shares

issued (after deducting shares of treasury stock))
Operating cash Cahfowsfrrepr epentad itnfge aet i vitiesl in the co
5. Interest-bearing debt indicates the liabilities for which interest is paid on all the liabilities posted in the consolidated

bal ance sheets. Interest payment c onsaolidatedptaiemedtsofcase t h e

>

amo

flows.

(3) Basic Policy on Profit Distribution and Dividends for the year ended March 31, 2010 and the year

ending March 31, 2011

The Company provides a stable return to shareholders taking into account consolidated business results,
financial position, capital requirements and other factors, based on a policy of maintaining a consolidated

ratio of dividends to net assets of 2.0% or more.

Internal reserves are appropriated for strategic investments aimed to strengthen the management structure,
accelerate the development of global business and develop new environment-conscious products, thereby
expanding business and improving competitiveness.

For the year ended March 31, 2010, the Company has proposed the distribution of an annual cash
dividend of ¥32 per share which is a dividend reduction of ¥6 (¥16 for the interim dividend and ¥16 for the

year-end dividend).

Given the uncertain business environment, we have not yet forecast dividends for the fiscal year ending
March 31, 2011. We intend to forecast dividends around the time the second quarter accounts close after
taking into consideration subsequent trends in business performance.
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2. Status of the Company Group

The Daikin Group (the Company and its associated companies) is engaged in the manufacture (including
construction and installation), and sales of products in the fields of air-conditioning and refrigeration
equipment, chemicals, hydraulic equipment, defense systems—related products and others. The filer of the
consolidated financial statements (or —-the Companyll) engages in the manufacture and sales of all these
business lines and the associated companies consisting of subsidiaries and affiliated companies partly
engage in the manufacture and/or sales of any of the respective business fields of air-conditioning and
refrigeration equipment, hydraulic equipment and chemicals.

The major business lines of the Company and the respective associated companies are shown below.

1. Air conditioning and refrigeration equipment

A) Major Products
For residential use:

For commercial use:

For marine vessels:

Electronics:

B) Company Names

Room air conditioning systems, Air cleaners, Dehumidifiers, CO? heat
pump-water heaters

Packaged air conditioning systems, Spot air conditioners, Water chilling units,
Turbo refrigerators, Absorption refrigerators, Screw-type refrigerators, Fan-coil
units, Air handling units, Packaged air conditioners for low temperatures, Air
purification systems, Total heat exchangers, Duct ventilating fans, Deodorizers,
Infrared ceramic space heaters, Freezers, Ammonia water chilling units, Air
filters, Industrial dust collectors

Container refrigeration units, Marine vessel air conditioners and refrigerating
units

Database system for R&D, IT network management systems, Computer
graphics systems

(1) Domestic associated companies

[Consolidated subsidiaries]

Daikin Applied Systems Co., Ltd., Daikin Air-conditioning & Technology
Tokyo Co., Ltd., and 19 other sales companies

Daikin Air Technology & Engineering Kinki Co., Ltd., and one (1) other
company for sales, construction and installation of air conditioners

OK Kizai Ltd., Daikin Rexxam Electronics Co., Ltd., Daikin Trading Co., Ltd.,
Daikin Facilities Co., Ltd., Nippon Muki Co., Ltd., and seven (7) other
companies

[Companies accounted for by the equity method]
Moritani Daikin Co., Ltd., and two (2) other companies

(2) Overseas associated companies

[Consolidated subsidiaries]

Daikin Europe N.V., Daikin Industries (Thailand), Ltd., Daikin (Shanghai)
Air-conditioning Co., Ltd., Daikin (China) Investment, Daikin Airconditioning
(Hong Kong) Ltd., Xian Daikin Qingian Compressor Co., Ltd., Daikin Device
(Suzhou) Co., Ltd., Daikin Motor (Suzhou) Co., Ltd., Daikin Australia Pty Ltd.,
Daikin Airconditioning (Singapore) Pte. Ltd., Daikin Compressor Industries Ltd.,
Daikin Airconditioning India Pvt. Ltd., Daikin Industries Czech Republic, s.r.o.,
Daikin Device Czech Republic, s.r.0., Daikin AC (Americas), Inc., Daikin
Trading (Thailand) Ltd., AAF-McQuay Inc., OYL Manufacturing Company Sdn
Bhd, McQuay ltalia S.p.A., AAF-Limited, Shenzhen McQuay Air-conditioning
Co., Ltd., McQuay Air-conditioning & Refrigeration (Wuhan) Co., Ltd., Group
Associated (C&L) Sdn Bhd and 119 other companies

[Companies accounted for by the equity method]
Zhuhai Gree Daikin Device Co., Ltd. and two (2) other companies
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2. Chemicals
A) Major Products
Fluorocarbon gas: Refrigerants, Cleaning agents
Fluoroplastics: Ethylene tetrafluoride resins, Molten type resins, Fluoroelastomers, Fluoro

paints, Fluoro coatings (for insulating materials, sealing materials, packing,
corrosion resistant lining, non-adhesive paint, lubricants, hoses and
diaphragms)

Chemicals: Semiconductor-etching products, Oil and water repellants, Mold release agents,
Surface acting agents, Fluorocarbons, Fluorated oils, Pharmaceutical
agrichemical intermediates

Chemical engineering machinery:

Solvent deodorizing equipment, Dry air suppliers

B) Company Names
(1) Domestic associated companies
[Consolidated subsidiaries]
Toho Kasei Co., Ltd., and Daikin Chemical Sales, Ltd.

(2) Overseas associated companies
[Consolidated subsidiaries]
Daikin America, Inc., Daikin Fluorochemicals (China) Co., Ltd., Daikin
Chemical France S.A.S., Daikin Chemical Europe GmbH and nine (9) other
companies

[Companies accounted for by the equity method]
MDA Manufacturing, Inc., and three (3) other companies

3. Others
A) Major Products
Oil Hydraulics
Hydraulic equipment and systems for industrial use:
Pumps, Valves, Hydraulic systems, Qil cooling units, Inverter-controlled
pumps and motors
Hydraulic equipment for construction machinery and vehicles:
Hydraulic transmissions, Valves
Centralized lubrication units and systems:
Grease pumps, Control and stack valves
Defense Systems:
Ammunition, warheads for guided missiles, Home-use oxygen medical
equipment

B) Company Names
(1) Domestic associated companies
[Consolidated subsidiaries]
Daikin Sauer-Danfoss Manufacturing, Ltd., Daikin Lubrication Products &
Engineering Co., Ltd., Daikin Powermotion Engineering East Japan Co., Ltd.,
and two (2) other companies

[Company accounted for by the equity method]
Sauer-Danfoss Daikin, Ltd.

(2) Overseas associated companies

[Consolidated subsidiary]
All World Machinery Supply Inc.

-10 -
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[Schematic Diagram of the Company Group]

A schematic diagram of the business lines of the Daikin Group, including one hundred and ninety-eight (198)
consolidated companies (forty-two (42) domestic, one hundred and fifty-six (156) overseas) and eleven (11)
companies accounted for by the equity method (four (4) domestic, seven (7) overseas), is shown below.

Customers

Domestic associated companies
Air conditioning [Conliolidate?l schJbsidiaries] ; ’ ;
. . Daikin Applied Systems Co., Ltd., Daikin Air-conditioning &
and_ refrigeration Technology Tokyo Co., Ltd., and 19 other sales companies
equipment Daikin Air Technology & Engineering Kinki Co., Ltd., and one (1)
other company for sales, construction and installation of air
conditioners
OK Kizai Ltd., Daikin Rexxam Electronics Co., Ltd., Daikin
Trading Co., Ltd., Daikin Facilities Co., Ltd., Nippon Muki Co.,
Ltd., and seven (7) other companies

[Companies accounted for by the equity method]
Moritani Daikin Co., Ltd., and two (2) other companies

Overseas associated companies

[Consolidated subsidiaries]
Daikin Europe N.V., Daikin Industries (Thailand), Ltd., Shanghai
Daikin Air-conditioning Co., Ltd., Daikin (China) Investment,
Daikin Airconditioning (Hong Kong) Ltd., Xian Daikin Qingian
Comepressor Co., Ltd., Daikin Device (Suzhou) Co., Ltd., Daikin
Motor (Suzhou) Co., Ltd., Daikin Australia Pty Ltd., Daikin
Airconditioning (Singapore) Pte. Ltd., Daikin Compressor
Industries Ltd., Daikin Airconditioning India Pvt., Daikin
Industries Czech Republic, s.r.o., Ltd., Daikin Device Czech
Republic, s.r.o., Daikin AC (Americas), Inc., Daikin Trading
(Thailand) Ltd., AAF-McQuay Inc., OYL Manufacturing Company
Sdn Bhd, McQuay Italia S.p.A., AAF-Limited, Shenzhen McQuay
Air-conditioning Co., Ltd., McQuay Air-conditioning &
Refrigeration (Wuhan) Co., Ltd., Group Associated (C&L) Sdn
Bhd and 119 other companies

[Companies accounted for by the equity method]
Zhuhai Gree Daikin Device Co., Ltd., and two (2) other companies

Domestic associated companies

[Consolidated subsidiaries]

Toho Kasei Co., Ltd., and Daikin Chemical Sales, Ltd.

v

A

Chemicals

A\ 4

(Auedwod ay) 'p17] ‘salasnpuj upjleq

Overseas associated companies
[Consolidated subsidiaries]
Daikin America, Inc., Daikin Fluorochemicals (China) Co., Ltd.,
Daikin Chemical France S.A.S., Daikin Chemical Europe GmbH
and nine (9) other companies
[Companies accounted for by the equity method]
MDA Manufacturing, Inc., and three (3) other companies
Domestic associated companies
Others [Consolidated subsidiaries]
Daikin Sauer-Danfoss Manufacturing, Ltd., Daikin Lubrication
Products & Engineering Co., Ltd., Daikin Powermotion
Engineering East Japan Co., Ltd., and two (2) other companies
[Company accounted for by the equity method]
Sauer-Danfoss Daikin, Ltd.

A

v

Oil Hydraulics

Defense Systems <

Overseas associated companies
[Consolidated subsidiary]
All World Machinery Supply Inc.
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3. Management Policies

(1) Basic Management Policy
Under —Our Gr oup Phi thedundanrialmintiset of bur ncarfragersest,the f or t h
Company will, as a corporation that continually supplies customers with the highest level of conveniences
and amenities, enhance its technical bases, carry out management emphasizing a capital increase and strive
to maximize corporate value through the provision of high-quality products, materials and services. The
Company will conduct fair corporate activities based on a high level of ethics and fair competition,
information disclosure and the fulfillment of accountability in a timely and appropriate manner, proactive
responses to the global environment and active contributions to local communities as action guidelines
common to the Group. Moreover, the Company will make efforts to expand profitability and business
operations for the entire Group by enforcing complete information sharing within the Group, establishing a
resilient management structure most appropriate for the solution of problems and tasks that may come up
from time to time and f ac.i lastahd&lathi manggentedigystel@o mpany ‘' s

(2) Target Management Indicators
The Company considers the maximization of corporate value to be the most important management task,
and by setting up the virtual company system, FCF (free cash flow), DVA (Daikin value added), ROA
(return on total assets), ROE (return on equity)
management administration indicators, the Company is developing businesses and strengthening the
management structure. The Company is emphasizing FCF as a source of corporate value and as an
integrated indicator that enhances all management indicators and is endeavoring to reduce accounts
receivable and inventories while taking measures to expand profit and improve investment efficiency so as
to create cash flow from operating capital.

(3) Medium- and Long-Term Management Strategies
In May 2008, the Company released the —S e c-talhPthn for the Strategic Management Plan FUSION
10.1l Positioning a good balance between a proactive contribution to global environmental issues and
business expansion as a priority issue of t h e = —%adf Blam forcthe Strategic Management Plan
FUSION 10, we clarified the specific strategies with the actual measures to be implemented to achieve the
objectives set forth in this strategic management plan.

We will aggressively tackle other themes that offer significant growth potential. Specifically, we will
reinforce our energy-saving products in worldwide markets, prepare a full-scale launch of our heating
business by harnessing our heat pump technology, penetrate emerging markets such as the Middle East and
India, establish a structure for the applied business and further expand existing peripheral businesses such
as the engineering service business. The results of these efforts should propel the Group toward its
objective of becoming the global leader in the air-conditioning industry.

(4) Tasks to Be Addressed by the Company
The Daikin Group will strive to expand business in emerging markets, including China, expand sales
globally of environment-focused products such as heat pump water heaters and inverter-type air
conditioners, improve profitability of domestic businesses, minimize the impacts of currency and market
fluctuations, and further develop such CSR (corporate social responsibility) initiatives as improvement of
quality and reliability and ensuring thorough compliance. We believe that steadily producing results
through these efforts will lead to sustainable growth in and after 2011, and allow us to secure profits in the
short term. The Group will make all-out efforts to that end.
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4. Consolidated Financial Statements

(1) Consolidated Balance Sheets (Millions of yen)
Previous year Current year
(As of March 31, 2009) (As of March 31, 2010)
(Assets)

Current assets

Cash and deposits 105,241 160,038
Notes and accounts receivable-trade 178,248 181,137
Merchandise and finished goods 133,740 111,866
Work in process 44,450 41,860
Raw materials and supplies 38,453 31,437
Deferred tax assets 9,781 10,564
Other 27,021 25,312
Allowance for doubtful accounts (5,103) (5,086)
Total current assets 531,833 557,131

Noncurrent assets

Property, plant and equipment

Buildings and structures, net 72,484 77,052
Machinery, equipment and vehicles,

net 98,930 96,312
Land 27,825 29,607
Lease assets, net 2,361 2,591
Construction in progress 21,890 9,278
Other, net 19,590 19,808
Total property, plant and equipment 243,082 234,650

Intangible assets

Goodwill 193,404 182,867
Other 9,400 9,436
Total Intangible assets 202,804 192,303

Investments and other assets

Investment securities 94,346 117,026
Long-term loans receivable 1,135 1,134
Deferred tax assets 18,960 9,708
Other 26,279 28,740
Allowance for doubtful accounts (1,026) (1,039)
Total investments and other assets 139,696 155,570
Total noncurrent assets 585,583 582,524
Total assets 1,117,417 1,139,655
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(Millions of yen)

Previous year Current year
(As of March 31, 2009) (As of March 31, 2010)
(Liabilities)
Current liabilities
Notes and accounts payable-trade 80,138 97,733
Short-term loans payable 74,879 69,730
Commercial papers 120,000 17,000
Current portion of bonds 20,000 —
Current portion of long-term loans
payable 9,418 13,381
Lease obligations 1,236 1,431
Income taxes payable 8,742 8,114
Deferred tax liabilities 3 970
Provision for dir.¢ 140 123
Provision for product warranties 17,393 22,180
Accrued expenses 48,028 48,954
Other 49,144 41,915
Total current liabilities 429,124 321,533
Noncurrent liabilities
Bonds payable — 100,000
Long-term loans payable 190,778 196,208
Lease obligations 1,605 1,562
Long-term accounts payable-other 5,768 1,751
Deferred tax liabilities 1,266 2,648
Provision for retirement benefits 3,939 4,469
Other 449 1,421
Total noncurrent liabilities 203,807 308,061
Total liabilities 632,931 629,594
(Net Assets)
Sharehol ders’ equi
Capital stock 85,032 85,032
Capital surplus 82,977 82,977
Retained earnings 366,836 375,952
Treasury stock (4,743) (5,528)
Tot al sharehol der 530,102 538,433
Valuation and translation adjustments
Valuation difference on available-for-sale
securities (15,397) (500)
Deferred gains or losses on hedges 464 161
Foreign currency translation adjustment (43,482) (41,916)
Total valuation and translation
adjustments (58,415) (42,255)
Subscription rights to shares 764 1,014
Minority interests 12,035 12,867
Total net assets 484,485 510,061
Total liabilities and net assets 1,117,417 1,139,655
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(2) Consolidated Statements of Income

(Millions of yen)

Previous year
(From April 1, 2008,
to March 31, 2009)

Current year
(From April 1, 2009,
to March 31, 2010)

Net sales
Cost of sales

Gross profit
Selling, general and administrative
expenses

Operating income

Non-operating income
Interest income

Dividends income

Equity in earnings of affiliates
Foreign exchange gains

Gain on valuation of derivatives

Other
Total non-operating income
Non-operating expenses
Interest expenses
Foreign exchange losses
Other
Total non-operating expenses
Ordinary income

Extraordinary income

Gain on sales of investment securities
Gain on reversal of subscription rights
to shares

Other
Total extraordinary income
Extraordinary loss

Loss on disposal of noncurrent assets

Loss on cancellation of lease contracts

Loss on valuation of investment
securities

Loss on abolishment of retirement
benefit plan

Other

Total extraordinary loss
Income before income taxes

Income taxes-current
Income taxes-deferred

Total income taxes
Minority interests in income
Net income

1,202,419 1,023,964
838,759 704,663
363,660 319,300
302,265 275,263

61,394 44,037
2,378 2,206
2,195 1,726

537 345
— 945

— 1,136
4,263 4,263
9,374 10,623
7,032 6,718
5,556 —
6,172 4,174
18,761 10,893
52,007 43,768
3 13

— 12

— 1

3 27
1,704 967
— 1,040
2,774 3,633
1,222 —
335 142
6,036 5,784
45,973 38,011
21,391 16,512
(202) (599)

21,189 15,913
3,029 2,707

21,755 19,390
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(3) Consolidated Statements of Changes in Net Assets

(Millions of yen)

Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
Sharehol ders’ equity
Capital stock
Balance at the end of previous period 85,032 85,032
Changes of items during the period
Total changes of items during the period — —
Balance at the end of current period 85,032 85,032
Capital surplus
Balance at the end of previous period 82,977 82,977
Changes of items during the period
Total changes of items during the period — —
Balance at the end of current period 82,977 82,977
Retained earnings
Balance at the end of previous period 351,499 366,836
Effect of changes in accounting policies
applied to foreign subsidiaries 4,749 —
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Net income 21,755 19,390
Effect of changes in accounting period of
subsidiaries (14) 2
Disposal of treasury stock (56) (60)
Total changes of items during the period 10,587 9,116
Balance at the end of current period 366,836 375,952
Treasury stock
Balance at the end of previous period (3,500) (4,743)
Changes of items during the period
Purchase of treasury stock (1,487) (995)
Disposal of treasury stock 243 210
Total changes of items during the period (1,243) (784)
Balance at the end of current period (4,743) (5,528)
Tot al sharehol ders’ e
Balance at the end of previous period 516,008 530,102
Effect of changes in accounting policies
applied to foreign subsidiaries 4,749 —
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Net income 21,755 19,390
Effect of changes in accounting term of
consolidated subsidiaries (14) 2
Purchase of treasury stock (1,487) (995)
Disposal of treasury stock 187 150
Total changes of items during the period 9,343 8,331
Balance at the end of current period 530,102 538,433
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Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
Valuation and translation adjustments
Valuation difference on available-for-sale
securities
Balance at the end of previous period 10,101 (15,397)
Changes of items during the period
Net changes of items other than
shar ehequityder s (25,499) 14,897
Total changes of items during the period (25,499) 14,897
Balance at the end of current period (15,397) (500)
Deferred gains or losses on hedges
Balance at the end of previous period 371 464
Changes of items during the period
Net changes of items other than
shareholders' equity %3 (302)
Total changes of items during the period 93 (302)
Balance at the end of current period 464 161
Foreign currency translation adjustment
Balance at the end of previous period 19,159 (43,482)
Changes of items during the period
Net changes of items other than
shareholders' equity (62,641) 1,566
Total changes of items during the period (62,641) 1,566
Balance at the end of current period (43,482) (41,916)
Total valuation and translation adjustments
Balance at the end of previous period 29,632 (58,415)
Changes of items during the period
Net changes of items other than
shareholders' equity (88,048) 16,160
Total changes of items during the period (88,048) 16,160
Balance at the end of current period (58,415) (42,255)
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Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
Subscription rights to shares
Balance at the end of previous period 521 764
Changes of items during the period
Net changes ‘of |te_ms other than 249 250
shareholders' equity
Total changes of items during the period 242 250
Balance at the end of current period 764 1,014
Minority interests
Balance at the end of previous period 13,823 12,035
Changes of items during the period
Net changes of items other than
shareholders' equity (1,788) 832
Total changes of items during the period (1,788) 832
Balance at the end of current period 12,035 12,867
Total net assets
Balance at the end of previous period 559,986 484,485
Effect of changes in accounting policies
applied to foreign subsidiaries 4,749 —
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Net income 21,755 19,390
Effect of changes in accounting term of
consolidated subsidiaries (14) 2
Purchase of treasury stock (1,487) (995)
Disposal of treasury stock 187 150
Net changes of items other than
sharehol ders*® equit (89,594) 17,243
Total changes of items during the period (80,250) 25,575
Balance at the end of current period 484,485 510,061
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(4) Consolidated Statements of Cash Flows

(Millions of yen)

Previous year
(From April 1, 2008,
to March 31, 2009)

Current year
(From April 1, 2009,
to March 31, 2010)

I. Cash flows from operating activities

Income before income taxes

Depreciation and amortization

Amortization of goodwill

Increase (decrease) in allowance for doubtful accounts
Interest and dividends income

Interest expenses

Equity in (earnings) losses of affiliates

Loss (gain) on disposal of property, plant and equipment
Loss (gain) on sales of investment securities

Loss (gain) on valuation of investment securities
Decrease (increase) in notes and accounts receivable-trade
Decrease (increase) in inventories

Increase (decrease) in notes and accounts payable-trade
Increase (decrease) in provision for retirement benefits

Decrease (increase) in prepaid pension costs
Increase (decrease) in accounts payable-other resulting from
transition to a defined-contribution pension plan

Other, net
Subtotal
Interest and dividends income received
Interest expenses paid
Income taxes paid

Net cash provided by operating activities

. Cash flows from investing activities

Purchase of property, plant and equipment
Proceeds from sales of property, plant and equipment
Purchase of investment securities

Proceeds from sales of investment securities

Payments for investments in capital of subsidiaries and
affiliates

Purchase of investments in capital of subsidiaries

Payments for the transfer of business
Purchase of investments in subsidiaries resulting in change in
scope of consolidation

Purchase of investments in capital of subsidiaries resulting in
change in scope of consolidation

Other, net

Net cash used in investing activities

45,973 38,011
44,811 40,311
12,119 12,112
880 an
(4,573) (3,932)
7,032 6,718
(537) (345)
1,704 967
©)) (13)
2,774 3,633
20,495 386
(3,884) 33,054
(31,191) 16,154
(248) (116)
(892) 1,840
(706) (3,945)
4,018 1,285
97,772 146,045
4,569 3,928
(8,152) (6,633)
(31,951) (14,113)
62,237 129,226
(61,381) (29,983)
441 2,146
(19,286) (2,081)
5 33
(3,285) (4,817)
(3,255) —
(731) (465)
(8,282) (4,561)
(510) (36)
(3,016) (81)
(99,302) (39,848)

-19 -




Daikin Industries, Ltd. (6367), Brief Report on the Settlement of Accounts for the Fiscal Year Ended March 31, 2010

(Millions of yen)

Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
111. Cash flows from financing activities
Net increase (decrease) in short-term loans payable 66,728 (108,615)
Proceeds from long-term loans payable 11,259 20,509
Repayment of long-term loans payable (13,659) (10,821)
Proceeds from issuance of bonds — 99,520
Redemption of bonds — (20,000)
Cash dividends paid (11,096) (10,216)
Cash dividends paid to minority shareholders (2,283) (2,465)
Other, net (2,566) (2,852)
Net cash provided by financing activities 48,382 (34,941)
IV. Effect of exchange rate change on cash and cash
equivalents (17,393) 380
V. Net increase (decrease) in cash and cash equivalents (6,076) 54,817
VI. Cash and cash equivalents at the beginning of the year 110,483 104,322
VII. Increase (decrease) of cash and cash equivalents
resulting from change in accounting period of
subsidiaries (85) 184
VI11. Cash and cash equivalents at the end of the year 104,322 159,324
(5) Notes on the Premises of the Company as a fiGoing Concerno
None applicable
(6) Basis of Presenting the Consolidated Financial Statements
1. Scope of Consolidation
(1) Number of consolidated subsidiaries: 198
Major Daikin Applied Systems Co., Ltd., Daikin Air-conditioning & Technology Tokyo

subsidiaries Co., Ltd., Daikin Airconditioning & Technology Osaka Co., Ltd., Daikin
Airconditioning & Technology Kyushu Co., Ltd., Daikin Airconditioning &
Technology Tokai Co., Ltd., Daikin Europe N.V., Daikin Industries (Thailand) Ltd.,
Daikin (China) Investment, Shanghai Daikin Air-conditioning Co., Ltd., Daikin
America, Inc., Daikin Fluorochemicals (China) Co., Ltd., OYL Manufacturing
Company Sdn Bhd., AAF McQuay International, Inc.

(Newly added) Due to new establishment:

Daikin Airconditioning (Philippines) Co., Ltd

Due to acquisition:

Nippon Muki Co., Ltd., Nippon Muki Shoji Co., Ltd., Ibaraki Nippon Muki Co.,
Ltd., Daikin Marine (Shanghai) Co., Ltd.
Due to additional purchase of equity holding:

McQuay Hellas Air-Conditioning and Refrigeration SA (Greece)

(Excluded) Due to liquidation:

AAF Asia Limited, AAF Asia Pte Limited, Daikin Industries Management Services
Asia Pte Limited, Daikin Institute Of Advanced Chemistry And Technology Inc.,
McQuay Asia (Hong Kong) Limited
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Due to merger with the Company:
Daikin Human Support Co.,Ltd.

Due to merger between the consolidated subsidiaries:

McQuay Szany6 Klimatechnika Kft and Szanyd Szerviz Kft. merged into Daikin
McQuay Hungary Kft.

Rotex Kunststoffverarbeitung GmbH & Co KG, Rotex Kunststoffverarbeitung GmbH
and McQuay Service SRL merged with other consolidated subsidiaries.

(2) Number of nonconsolidated subsidiaries: 11
The impact of total assets, net sales, net income and retained earnings of the nonconsolidated
subsidiaries on the respective consolidated total assets, consolidated net sales, consolidated net income
and consolidated retained earnings is insignificant and their intra-group positioning is immaterial on the
whole. For this reason, these companies are excluded from the scope of consolidation.

2. Application of the Equity Method
(1) Number of companies accounted for by the equity method: 11
Number of nonconsolidated subsidiaries accounted for by the equity method: 1
Daikin America Funding Corporation

Number of affiliated companies accounted for by the equity method: 10

Major Moritani Daikin Co., Ltd., Zhuhai Gree Daikin Device Co., Ltd., MDA
affiliated Manufacturing, Inc., Arkema Daikin Advanced Fluorochemicals (Changshu) Co.,
companies Ltd.

3. Settlement Date of Accounts of Consolidated Subsidiaries
The settlement date of the accounts of 113 consolidated subsidiaries differs from the consolidated
settlement date of the Company: June 30 for 13 companies, December 31 for 65 companies and January 2
for 35 companies. In preparing the consolidated financial statements, the financial statements of these
companies are provided as of December 31 including provisional ones, with necessary adjustments for
consolidation purposes with regard to material transactions between their respective settlement dates and
the consolidated settlement date.

As Daikin Airconditioning Poland Sp. zo. o. changed its settlement date of accounts to March 31,
effective from the year under review, its settlement of accounts was prepared for a period of 15 months. In
the consolidated financial statements, its financial results only for the portion of 12 months are reflected,
and the change in net assets for the remaining three months is presentedin—Ef f ect of <changes
accounting term of consolidated subsidiariesll of the Consolidated Statements of Changes in Net Assets.

4. Summary of Significant Accounting Policies
(1) Valuation basis and method for important assets
(i) Securities:
Other securities

Available-for-sale securities for Valued at market as of the balance sheet date. Unrealized

which the fair market values are gain or loss is included directly in net assets. The cost of

readily determinable securities sold is determined by the moving-average
method.

Available-for-sale securities for
which the fair market values are
not readily determinable:

Mainly valued at cost determined by the moving-average
method.
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(ii) Derivatives: Derivative instruments are valued at fair market value.

(iii) Inventories: Mainly valued at cost determined by the gross average method (write-down
of book values due to the decline in profitability) for inventories at
domestic companies, whereas mainly the lower of cost or market
determined by the gross average method is adopted for inventories at
overseas consolidated subsidiaries.

(2) Depreciation method of major depreciable assets
(i) Property, plant and equipment (excluding lease assets)

The depreciation of property, plant and equipment at the Company and its domestic consolidated
subsidiaries is computed by the declining-balance method using the applicable rates based on the
estimated useful lives of the assets, whereas the straight-line method based on the estimated service
lives is used at overseas consolidated subsidiaries.
However, buildings (excluding building improvements) acquired on or after April 1, 1998, by the
Company and/or its domestic consolidated subsidiaries are depreciated using the straight-line

method.
The range of useful lives is as follows:
Buildings and structures: 15-50 years
Machinery, equipment and vehicles: 5-15 years

(i) Intangible assets
The amortization of Intangible assets is computed by the straight-line method.
Computer software for sales in the market is amortized by the straight-line method over the
effective salable period (3 years). The amounts of goodwill are equally amortized over 3 to 20 years
on a straight-line basis.

(iii) Lease assets
Lease assets related to the finance lease transactions other than those where the ownership of the
Lease assets is deemed to be transferred to the lessee is amortized by the straight-line method,
assuming the lease period as the useful life and no residual value. Of finance lease transactions
other than those where the ownership of the Lease assets is deemed to be transferred to the lessee,
those of which the commencement day of the lease transaction is prior to March 31, 2008, are
accounted for as ordinary rental transactions.

(3) Accounting standards for important reserves
(i) Allowance for doubtful accounts
The allowance for doubtful accounts is provided at an amount of possible losses from uncollectible
receivables based on the actual loan loss ratio from bad debt for ordinary receivables and on the
estimated recoverability for specific doubtful receivables.

(if) Provision for directors’ bonuses
The provision for directors' bonuses is provided at an amount based on the amount estimated to be
paid at the end of the consolidated fiscal year under review.

(iii) Provision for product warranties
The provision for product warrants is provided for possible free repair costs of sold products at an
amount considered necessary based on the past track record plus projected future guarantees.

(iv) Provision for retirement benefits
The provision for retirement benefitsis pr ovi ded f or possi ble paymen
post-retirement benefits at the amount to be accrued at the balance sheet date and is calculated
based on projected benefit obligations and the fair value of plan assets at the end of the
consolidated fiscal year under review.
Actuarial gain or loss is amortized by the straight-line method over a certain period (mainly 10
years), which is shorter than the average remaining service years for employees at the time of
recognition, from the following consolidated fiscal year of recognition.
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Past service liability is amortized by the straight-line method over a period of 10 years, which is
shorter than the average remaining service years for employees at the time of recognition.

(4) Important hedge accounting method

(i) Hedge accounting method
The Daikin Group adopts the deferral hedge accounting method, in principle. Certain foreign
exchange contracts are subject to appropriation if they satisfy the requirements of appropriation
treatment. For interest rate swaps, the preferential treatment is applied if the swaps satisfy the
requirements.

(if) Hedging instruments and hedged items
For the purpose of hedging exposure to exchange rate fluctuation risk, the Group adopts foreign
exchange contracts, currency swaps and currency options as hedging instruments, and financial
assets and liabilities denominated in foreign currencies such as monetary receivables and payables
as hedged items. Moreover, as for interest rate fluctuation risk, the Group adopts interest rate swaps
and interest rate options as hedging instruments, and financial liabilities such as bank loans as
hedged items.

(iii) Hedging policy and method of assessing hedging effectiveness
The Dai ki n Gr ou pfdcuseson theefifectiva atilizatigneofderivative transactions
to avoid the exposure of assets and liabilities to exchange rate fluctuation risk and reduce interest
payments for the purpose of circumventing an unexpectedly huge loss. A regular test is conducted
to verify the effectiveness of the hedging function of the derivatives held by the Group. An
additional derivative of any kind is subject to the above hedging function test and prior assessment
before starting such derivative transactions. The hedging effectiveness is judged through the
comparison of the cumulative total of the market fluctuations or the cash flow fluctuations of the
hedged item with the respective counterparts of the hedging instrument. Financial techniques such
as regression analysis are used if necessary. A similar check system is adopted by the consolidated
subsidiaries with regard to the assessment of hedging effectiveness.

(5) Accounting for consumption tax
Transactions subject to the consumption tax and the local consumption tax are recorded at amounts
exclusive of the consumption tax.

5. Cash and Cash Equivalents in the Consolidated Statements of Cash Flows
Cash and cash equivalents in the consolidated statements of cash flows include cash on hand, demand
deposits and short-term investments due within three months from the date of acquisition, which are easily
convertible into cash with little or no risk from fluctuation in value.

(7) Changes in the Basis of Presenting the Consolidated Financial Statements

Partial Amendments to Accounting Standard for Retirement Benefits (Part 3)

The Company and its domestic consolidated su
Standard for Retirement Benefits (Part 3)I (
review. This change has no impact on projected benefit obligation and income and loss.

bsidi a
ASBJ S
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(8) Notes to the Consolidated Financial Statements

Notes to the Consolidated Balance Sheets (Millions of yen)
Previous year Current year
1. Accumulat_ed depreciation of property, plant 426,496 456,439
and equipment
2. Liabilities on guarantee
Commitment to guarantee 1,264 1,320
3. Assets pledged as collateral
Time deposits 919 642
Accounts receivable-trade 9,036 11,775
Inventories 5,314 6,795
Property, plant and equipment 46,618 43,599
Others 812 992

Notes to the Consolidated Statements of Income
(Millions of yen)
Previous year Current year
1. Research and development expenses
included in general and administrative 30,534 28,220
expenses and manufacturing costs

Notes to the Consolidated Statements of Changes in Net Assets

Previous year (April 1, 2008, to March 31, 2009)
1. Shares issued

Type of shares March 31, 2008 Increase Decrease March 31, 2009

Common stock

(thousands of shares) 293,113 - - 293,113

2. Treasury stock

Type of shares March 31, 2008 Increase Decrease March 31, 2009

Common stock

(thousands of shares) 981 310 66 1,225

(Overview of reasons for change)
Principal reason for the increase:

The Company purchased 308 thousand shares from the market.
Principal reason for the decrease:

The exercise of stock options caused a decrease of 66 thousand shares.

3. Subscription rights to shares

Company Balance at March 31, 2009
Breakdown L
name (Millions of yen)
The Company Subscription rights to shares as stock options 764
4. Dividends

(1) Dividend amounts paid

Total dividend

amount Dividend per
esolution ype of shares . share ecord date ective date
Resoluti T f sh (Millions of h Record d Effective d
(Yen)

yen)

Ordinary General
ommon stoc 5,550 19 arc , une 30,

Meeting of c k March 31, 2008 June 30, 2008

Shareholders held
on June 27, 2008

Board of Directors
meeting held on Common stock 5,545 19
November 6, 2008

September 30,

2008 December 3, 2008
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(2) Of the dividends for which the record date belongs to the fiscal year ended March 31, 2009, those for which the effective
date of the dividends will be in the fiscal year ending March 31, 2010

Total amount

Tvoe of Source of of dividends Dividend per
Resolution yp funds for .- share Record date Effective date
shares S (Millions of
dividends yen) (Yen)

Ordinary General

Meeting of Common Retained

Shareholders to be - 5,545 19 March 31, 2009 June 29, 2009
stock earnings

held on June 26,

2009

Current year (April 1, 2009, to March 31, 2010)

1. Shares issued
Type of shares March 31, 2009 Increase Decrease March 31, 2010
Common stock 293,113 — — 293,113

(thousands of shares)

2. Treasury stock

Type of shares March 31, 2009 Increase Decrease March 31, 2010

Common stock

(thousands of shares) 1,225 295 54 1,465

(Overview of reasons for change)
Principal reason for the increase:

The Company purchased 294 thousand shares from the market.
Principal reason for the decrease:

The exercise of stock options caused a decrease of 54 thousand shares.

3. Subscription rights to shares

Company Balance at March 31, 2010
Breakdown el
name (Millions of yen)
The Company Subscription rights to shares as stock options 1,014
4. Dividends

(1) Dividend amounts paid

Total dividend

amount Dividend per
Resolution Type of shares (Millions of share Record date Effective date
(Yen)
yen)
Ordinary General
Meeting of Common stock 5,545 19 March 31, 2009 June 29, 2009

Shareholders held
on June 26, 2009

Board of Directors
meeting held on Common stock 4,670 16
November 10, 2009

September 30,

2009 December 4, 2009

(2) Of the dividends for which the record date belongs to the fiscal year ended March 31, 2010, those for which the effective date
of the dividends will be in the fiscal year ending March 31, 2011

Source of Total amount Dividend per
Planned date of Type of of dividends P -
- funds for L share Record date Effective date
resolution shares - (Millions of
dividends (Yen)
yen)
Ordinary General
Meeting of Common Retained
Shareholders to be . 4,666 16 March 31, 2010 June 30, 2010
stock earnings
held on June 29,
2010
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Segment Information
1. Business Segments

(Millions of yen)

Air-Conditio
ning angl Chemicals Others Total Eliminations Consolidated
Refrigeration or corporate
Equipment
I. Net sales and operating income or loss
Net sales [-6.4] [-12.2] [-4.6] [-6.9] [-6.9]
(1) Sales to outside customers 1,059,434 101,910 41,074 | 1,202,419 1,202,419
_ | (2) Intersegment sales 546 4,684 14 5,244 (5,244)
§ Total 1,059,980 106,594 41,089 | 1,207,664 (5,244) 1,202,419
« | Operating expenses 988,332 116,102 41,907 | 1,146,342 (5,317) 1,141,025
2 (6.8) (-9.3) (-2.0) (5.1) (5.1)
g Operating income (loss) 71,648 (9,508) (818) 61,321 72 61,394
I1. Total assets, depreciation and amortization and capital expenditures
Total assets 857,538 126,871 29,334 | 1,013,744 103,673 1,117,417
Depreciation and amortization 29,064 13,595 2,095 44,754 44,754
Capital expenditures 47,895 13,300 2,402 63,598 63,598
I. Net sales and operating income or loss
Net sales [-14.2] [-15.4] [-29.0] [-14.8] [-14.8]
(1) Sales to outside customers 908,564 86,223 29,175 | 1,023,964 1,023,964
(2) Intersegment sales 340 3,682 12 4,034 (4,034)
3 Total 908,904 89,905 29,188 | 1,027,998 (4,034) 1,023,964
E‘ Operating expenses 863,120 89,196 31,765 984,082 (4,155) 979,926
g (5.0 (0.8) (-8.8) 4.3) (4.3)
3 | Operating income (loss) 45,784 709 (2,577) 43,916 121 44,037
I1. Total assets, depreciation and capital expenditures
Total assets 874,177 118,987 26,675 | 1,019,839 119,816 1,139,655
Depreciation and amortization 28,382 10,242 1,645 40,270 40,270
Capital expenditures 23,985 5,668 836 30,490 30,490
Notes: 1.  The business segmentation is determined by taking into account similarities of the type, manufacturing methods and

sales methods of products.

2. The figures expressed in parentheses () in the chart above indicate the ratios to net sales, and those expressed in
brackets [ ] indicate the ratio of growth over the previous year.

3. The major products for the respective business segments are as follows:

Residential air-conditioning systems, Commercial air-conditioning systems and

refrigeration equipment, Air-conditioning and refrigeration equipment for ships and

Electronic systems

Fluorocarbon gas, Fluoroplastics, Chemical products and Chemical engineering

(1)  Air-Conditioning
and Refrigeration
Equipment:
(2) Chemicals:
(3)  Others:
4. Of

machines

Oil hydraulic equipment for industrial machinery, Oil hydraulic equipment for
construction machinery and vehicles, Centralized lubrication units and systems,
Ammunition, Warheads for guided missiles

the edtTolt adbass,

corporate

assets

i¥1 3;0P4und lierdfor then

previous year and ¥129,533 million for the current year. They mainly consisted of surplus funds for management (cash
and deposits) and long-term investment funds (investment securities) of the Company.
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2. Geographical Segments

(Millions of yen)

Japan gsm ar)d Europe | America Other Total Eliminations Consolidated
ceania or corporate
I. Net sales and operating income or loss
Net sales [-4.5] [0.4] [-18.1] [-5.3] [62.4] [-6.9] [-6.9]
(1) Sales to outside
§ customers 476,067 | 285,745 | 300,801 | 124,746 | 15,058 | 1,202,419 1,202,419
2 (2) Intersegment sales 102,837 84,152 8,998 9,296 873 206,158 (206,158)
g Total 578,905 | 369,898 | 309,799 | 134,042 [ 15,931 | 1,408,577 (206,158) | 1,202,419
E Operating expenses 583,006 | 337,660 | 285,640 | 137,910 | 15,333 | 1,359,551 (218,526) | 1,141,025
(-0.9) (11.3) (8.0 (-3.1) (4.0 4.2) (5.1)
Operating income (loss) (4,100) 32,237 24,158 (3,867) 598 49,026 12,368 61,394
11. Total assets 507,387 | 358,150 | 205,504 | 122,774 [ 10,250 | 1,204,068 (86,650) | 1,117,417
I. Net sales and operating income or loss
Net sales [-14.0] [-8.9] [-20.0] [-21.4] [4.7] [-14.8] [-14.8]
(1) Sales to outside
3 customers 409,222 | 260,303 | 240,632 98,033 | 15,771 | 1,023,964 1,023,964
*Z‘ (2) Intersegment sales 86,374 62,757 13,489 5,679 115 168,417 (168,417)
< Total 495597 | 323,061 | 254,122 | 103,713 | 15,887 | 1,192,381 (168,417) | 1,023,964
3 | Operating expenses 507,448 | 285,075 | 233,533 | 107,977 | 15,243 | 1,149,277 (169,351) 979,926
(-2.9) (14.6) (8.6) (-4.3) (4.1) 4.2) 4.3)
Operating income (loss) (11,850) 37,986 20,588 (4,264) 644 43,104 933 44,037
11. Total assets 501,672 | 393,839 | 208,846 | 115375 | 12,294 | 1,232,027 (92,371) | 1,139,655

Notes: 1.

Classification of countries or regions is based on the regions where the respective consolidated companies are located.

2. The figures expressed in parentheses () in the chart above indicate the ratios to net sales, and those expressed in
brackets [ ] indicate the ratio of growth over the previous year.
3. Major countries or regions that belong to classifications other than Japan:
(1) Asiaand Oceania: Thailand, Singapore, China, Hong Kong, Australia, India, Malaysia
(2) Europe: Belgium, Germany, France, Netherland, Spain, Italy, U.K., Greek, Portugal, Czech Republic, Sweden
(3) America: U.S.A., Argentina, Mexico, Canada
(4) Other: South Africa, Saudi Arabia, United Arab Emirates

4, Of t he

3. Sales to Foreign Customers

—Tot al

assetsl

above,

cor por a¥le3,02 silientfosthei n c
previous year and ¥129,533 million for the current year. They mainly consisted of surplus funds for management (cash
and deposits) and long-term investment funds (investment securities) of the Company.

(Millions of yen)

gsclza?]?g Europe America Other Total

“ . Overseas sales 301,831 282,433 134,706 35,390 754,362
>
g § Il. Consolidated sales 1,202,419
D > H
2 I11. Ratio of les t
& consolidated saloe 25.1% 23.5% 11.2% 2.9% 62.7%
- . Overseas sales 275,708 228,884 108,950 25,440 638,984
S | Il Consolidated sales 1,023,964
= > I1l. Ratio of overseas sales to
O

consolidated sales 26.9% 22.4% 10.6% 2.5% 62.4%

Notes: 1.

Classification of countries or regions is based on the regions where the major customers are located.
2. Major countries or regions that belong to each classification:
(1) Asiaand Oceania: Thailand, Singapore, China, Hong Kong, Taiwan, Indonesia, Australia, India, Malaysia

(2) Europe: Belgium, Germany, France, Netherland, Spain, Italy, U.K., Greek, Portugal, Russia, Sweden
(3) America: U.S.A., Argentina, Mexico, Canada
(4) Other: Middle East Area, Africa Area
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Tax-Effect Accounting

Previous year
From April 1, 2008, to March 31, 2009

Current year
From April 1, 2009, to March 31, 2010

1. Breakdown of deferred tax assets and deferred tax liabilities
by major cause
(Millions of yen)
Deferred tax assets:
Valuation difference on available-for-sale

" 11,066
securities
Loss carryforwards 6,981
Provision for product warranties 4,812
Software 4,646
Unrealized profit of inventories 4,542
Inventories 3,709
Provision for bonuses 3,082
Investment securities 2,565
Long-term accounts payable-other 2,272
Accounts payable-other 1,803
Provision for retirement benefits 1,398
Allowance for doubtful accounts 967
Excess of depreciation amount 517
Others 7,835
Subtotal of deferred tax assets 56,202
Less valuation allowance (8,365)
Total deferred tax assets 47,837
Deferred tax liabilities:
Tax effect of retained surplus (9,249)
Prepaid pension cost (5,737)
Reserve for advanced depreciation of (2,202)
noncurrent assets
Others (3,174)
Total deferred tax liabilities (20,364)
Net deferred tax assets 27,472

2. Reconciliation between the normal effective statutory tax
rate and the actual effective tax rate

(%)

Normal statutory income tax rate 40.6

(Reconciliation items)

Difference in tax rates with those of foreign (21.6)

subsidiaries

Unrecognized tax effect on foreign tax credit 12.7

Valuation allowance 10.1

Amortization of goodwill 9.2
Tax effect of retained surplus (5.6)
Others 0.7

Actual effective income tax rate after the 46.1

adoption of tax-effect accounting

1. Breakdown of deferred tax assets and deferred tax
liabilities by major cause
(Millions of yen)
Deferred tax assets:

Loss carryforwards 12,878
Provision for product warranties 7,534
Investment securities 4,474
Software 4,073
Inventories 3,771
Provision for bonuses 3,262
Unrealized profit of inventories 2,658
Accounts payable-other 1,866
Provision for retirement benefits 1,517
Allowance for doubtful accounts 1,116
Valuation difference on available-for-sale 867
securities
Long-term accounts payable-other 714
Others 5,644
Subtotal of deferred tax assets 50,381
Less valuation allowance (12,099)
Total deferred tax assets 38,282
Deferred tax liabilities:
Tax effect of retained surplus (10,417)
Prepaid pension cost (4,996)
Reserve for advanced depreciation of (2,266)
noncurrent assets
Others (3,948)
Total deferred tax liabilities (21,628)
Net deferred tax assets 16,653

2. Reconciliation between the normal effective statutory tax
rate and the actual effective tax rate

Notes are omitted, because the difference between the
normal statutory income tax rate and the actual
effective income tax rate is 5% or less of the normal
statutory income tax rate.
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Retirement Benefits

Previous year
From April 1, 2008, to March 31, 2009

Current year
From April 1, 2009, to March 31, 2010

1. Provision for retirement benefits
The Company and its domestic consolidated subsidiaries
have a defined benefit corporate pension plan and a
retirement lump-sum plan as defined-benefit plans, as well
as a defined contribution pension plan. Several overseas
consolidated subsidiaries have either defined benefit or
defined contribution pension plans.

2. Projected benefit obligation
(Millions of yen)

Projected benefit obligation (64,421)
Fair value of plan assets 59,367

Subtotal (5,053)
Unrecognized prior service cost (280)
Unrecognized actuarial gain 15,502
Net amount recorded on the

consolidated balance sheets 10,167
Prepaid pension cost 14,107
Provision for retirement benefits (3,939)

3. Periodic benefit costs

Service cost 3,070
Interest cost 2,491
Expected return on plan assets (2,702)
Amortization of prior service cost (25)
Recognized actuarial loss 588
Net periodic benefit costs 3,422
Other 2,287
Total 5,709

—Otherll refers to the total of annual pension contributions
during the year.

4. Basis for computation used in determining projected
benefit obligation
Term-allocation method of employees*
estimated retirement benefit amount

The estimated
amount of all
retirement
benefits to be
paid at future
retirement dates
is allocated
equally to each
service year.

Discount rate

Expected return on plan assets
Amortization period of prior service cost
Amortization period of actuarial
gain/loss

Mainly 2.0%
Mainly 2.5%
Mainly 10 years

Mainly 10 years

1. Provision for retirement benefits
The Company and its domestic consolidated subsidiaries
have a defined benefit corporate pension plan and a
retirement lump-sum plan as defined-benefit plans, as well
as a defined contribution pension plan. Several overseas
consolidated subsidiaries have either defined benefit or
defined contribution pension plans.

2. Projected benefit obligation
(Millions of yen)

Projected benefit obligation (69,068)
Fair value of plan assets 67,355

Subtotal 1,712)
Unrecognized prior service cost (217)
Unrecognized actuarial gain 9,723
Net amount recorded on the

consolidated balance sheets 7,793
Prepaid pension cost 12,262
Provision for retirement benefits (4,469)

3. Periodic benefit costs

Service cost 3,137
Interest cost 1,968
Expected return on plan assets (1,950)
Amortization of prior service cost (33)
Recognized actuarial loss 1,926
Net periodic benefit costs 5,048
Other 3,039
Total 8,087

—Otherll refers to the total of annual pension contributions
during the year.

4. Basis for computation used in determining projected
benefit obligation
Term-allocation method of employees'
estimated retirement benefit amount

The estimated
amount of all
retirement
benefits to be
paid at future
retirement dates
is allocated
equally to each
service year.

Discount rate

Expected return on plan assets
Amortization period of prior service cost
Amortization period of actuarial
gain/loss

Mainly 2.0%
Mainly 2.5%
Mainly 10 years

Mainly 10 years
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Per Share Information

(Yen)

Previous year
(From April 1, 2008,
to March 31, 2009)

Current year
(From April 1, 2009,
to March 31, 2010)

Net assets per share
Net income per share
Diluted net income per share

1,615.98
74.51
74.50

1,701.29
66.44
66.43

Note: The basis for calculations is provided below.

1. Net assets per share

Previous year
(As of March 31, 2009)

Current year
(As of March 31, 2010)

Total net assets in the consolidated balance
sheets (Millions of yen)

484,485

510,061

Shareholders' equity pertaining to common
stock (Millions of yen)

471,686

496,178

Breakdown of the difference between the
two amounts above (Millions of yen):
Subscription rights to shares
Minority interests

764
12,035

1,014
12,867

Shares issued of common stock
(Thousands of shares)

293,113

293,113

Treasury stock of common stock
(Thousands of shares)

1,225

1,465

Number of shares of common stock used to
calculate net assets per share (Thousands of
shares)

291,888

291,648

2. Net income per share and diluted net income per share

Previous year
From April 1, 2008
to March 31, 2009

Current year
From April 1, 2009
to March 31, 2010

Net income (Millions of yen)

21,755

19,390

Amount not belonging to common
shareholders (Millions of yen)

Net income related to common stock
(Millions of yen)

21,755

19,390

Average number of shares of common stock
during the year (Thousands of shares)

291,970

291,866

Breakdown of the increase in shares of
common stock used to calculate diluted net
income per share (Thousands of shares):

Stock options by exercising subscription
rights to shares

44

28

Increase in the number of shares of common
stock
(Thousands of shares)

44

28

Overview of residual securities excluded
from the calculation of diluted net income
per share, as they have no dilutive effect

Stock options resolved by the Board of
Directors meeting held on June 29,
2006:
Subscription rights to shares:
2,920 units (292,000 shares)

Stock options resolved by the Board of
Directors meeting held on June 28,
2007:

Subscription rights to shares:
2,920 units (292,000 shares)

Stock options resolved by the Board of
Directors meeting held on June 29,
2006:
Subscription rights to shares:
2,787 units (278,700 shares)

Stock options resolved by the Board of
Directors meeting held on June 28,
2007:

Subscription rights to shares:
2,880 units (288,000 shares)
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Stock options resolved by the Board of [Stock options resolved by the Board of
Directors meeting held on June 27, Directors meeting held on June 27,
2008: 2008:
Subscription rights to shares: Subscription rights to shares:
3,080 units (308,000 shares) 3,080 units (308,000 shares)

(Omission of Disclosure)

The notes to Consolidated Statements of Cash Flows, lease transactions, related-party transactions, financial
instruments, securities, derivative transactions, stock options have been omitted hereby, as the information disclosure
of the respective statements on the Brief Report on the Settlement of Accounts was considered insignificant.
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Non-Consolidated Balance Sheets

(Millions of yen)

Previous year

(As of March 31, 2009)

Current year

(As of March 31, 2010)

(Assets)
Current assets
Cash and deposits
Notes receivable-trade
Accounts receivable-trade
Merchandise and finished goods
Work in process
Raw materials and supplies
Advance payments-trade
Prepaid expenses
Deferred tax assets
Short-term loans receivable from
subsidiaries and affiliates
Accounts receivable-other
Other
Allowance for doubtful accounts
Total current assets
Noncurrent assets
Property, plant and equipment
Buildings, net
Structures, net
Machinery and equipment, net
Vehicles, net
Tools, furniture and fixtures, net
Land
Lease assets, net
Construction in progress
Total property, plant and equipment
Intangible assets
Patent right
Leasehold right
Right of trademark
Right of using facilities
Software
Telephone subscription right
Total intangible assets
Investment and other assets
Investment securities
Stocks of subsidiaries and affiliates
Investments in capital
Investments in capital of subsidiaries
and affiliates
Long-term loans receivable
Long-term loans receivable from
employees
Long-term loans receivable from
subsidiaries and affiliates
Long-term prepaid expenses
Prepaid pension cost
Deferred tax assets
Guarantee deposits
Other
Allowance for doubtful accounts
Total investment and other assets
Total noncurrent assets
Total assets

25,144 18,660
1,455 953
40,845 55,395
38,115 29,737
29,610 29,123
6,953 3,120
10 23
1,270 999
8,503 10,940
14,061 18,961
13,007 16,033
5,747 1,878
Q)] (10)
184,723 185,817
29,661 28,192
3,151 2,952
39,533 33,933
112 110
7,059 6,287
20,243 20,243
1,812 1,953
2,551 3,083
104,126 96,756
5 0
284 284
0 0
17 16
1,819 1,770
139 139
2,267 2,211
88,887 111,852
294,813 299,483
— 10
60,177 65,424
416 298
250 206
780 827
289 205
12,452 10,840
13,629 5,415
3,167 2,931
2,331 3,060
(1,645) (2,097)
475,550 498,458
581,943 597,427
766,667 783,244
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(Millions of yen)

Previous year Current year
(As of March 31, 2009) (As of March 31, 2010)
(Liabilities)
Current liabilities
Notes payable-trade 3,695 3,210
Accounts payable-trade 23,456 29,597
Short-term loans payable 48,870 51,150
Commercial papers 120,000 17,000
Current portion of bonds 20,000 —
Current portion of long-term loans
payable 3,551 12,509
Lease obligations 1,022 1,123
Accounts payable-other 6,674 7,811
Accrued expenses 18,390 16,589
Income tax payable — 369
Advances received 826 948
Deposits received 10,104 9,880
Provision for dir 140 123
Provision for product warranties 6,867 11,226
Notes payable-facilities 1,605 805
Accounts payable-facilities 6,720 4,421
Other 45 147
Total current liabilities 271,969 166,913
Noncurrent liabilities
Bonds payable — 100,000
Long-term loans payable 174,316 181,792
Lease obligations 922 943
Long-term accounts payable-other 3,472 450
Total noncurrent liabilities 178,711 283,187
Total liabilities 450,681 450,101
(Net assets)
Sharehol der s‘ equity
Capital stock 85,032 85,032
Capital surplus
Legal capital surplus 82,977 82,977
Total capital surplus 82,977 82,977
Retained earnings
Legal retained earnings 6,066 6,066
Other retained earnings
Reserve for advanced depreciation
of noncurrent assets 3,179 3,179
Reserve for special depreciation 35 30
General reserve 168,210 146,210
Retained earnings brought
forward (10,086) 14,749
Total retained earnings 167,405 170,235
Treasury stock (4,739) (5,523)
Tot al sharehol der 330,675 332,721
Valuation and translation adjustments
Valuation difference on
available-for-sale securities (15,418) (610)
Deferred gains or losses on hedges (34) 16
Total valuation and translation
adjustments (15,453) (593)
Subscription rights to shares 764 1,014
Total net assets 315,986 333,143
Total liabilities and net assets 766,667 783,244
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Non-Consolidated Statements of Income (Millions of yen)

Previous year Current year
From April 1, 2008, From April 1, 2009
to March 31, 2009 to March 31, 2010
Net sales 424,917 365,424
Cost of sales 332,835 284,720
Gross profit 92,081 80,704
Selling, general and administrative
expenses 99,202 93,861
Operating income (loss) (7,120) (13,157)
Non-operating income
Interest income 341 265
Interest on securities 29 17
Dividends income 11,321 34,450
Other 427 811
Total non-operating income 12,119 35,544
Non-operating expenses
Interest expenses 3,747 3,828
Interest on bonds 164 1,076
Interest on commercial papers 717 166
Sales discounts 620 506
Foreign exchange loss 3,546 299
Other 1,422 1,543
Total non-operating expenses 10,217 7,419
Ordinary income (loss) (5,218) 14,968
Extraordinary income
Gain on sales of investment securities 0 13
Gain on liquidation of subsidiaries
and affiliates — 159
Gain on extinguishment of tie-in
shares — 165
Gain on reversal of subscription rights
to shares — 12
Other — 0
Total extraordinary income 0 351
Extraordinary loss
Loss on disposal of noncurrent assets 849 612
Loss on cancellation of lease contracts — 1,026
Loss on valuation of investment
securities 2,754 3,624
Loss on valuation of stocks of
subsidiaries and affiliates 2,946 236
Other 335 56
Total extraordinary loss 6,885 5,556
Income (loss) before income taxes (12,104) 9,762
Income taxes-current 1,719 1,214
Income taxes-deferred (1,470) (4,559)
Total income taxes 248 (3,344)
Net income (loss) (12,353) 13,107
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Non-Consolidated Statements of Changes in Net Assets
(Millions of yen)

Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)

Sharehol ders’ equity
Capital stock
Balance at the end of previous period 85,032 85,032
Changes of items during the period
Total changes of items during the period — _
Balance at the end of current period 85,032 85,032
Capital surplus
Legal capital surplus
Balance at the end of previous period 82,977 82,977
Changes of items during the period
Total changes of items during the
period — —
Balance at the end of current period 82,977 82,977
Retained earnings
Legal retained earnings
Balance at the end of previous period 6,066 6,066
Changes of items during the period
Total changes of items during the
period — —
Balance at the end of current period 6,066 6,066
Other retained earnings

Reserve for advanced depreciation of
noncurrent assets

Balance at the end of previous period 3,179 3,179

Changes of items during the period
Total changes of items during the

period
Balance at the end of current period 3,179 3,179
Reserve for special depreciation
Balance at the end of previous period — 35

Changes of items during the period
Reversal of reserve for special

depreciation — )

Provision of reserve for special

depreciation 35 _

Total changes of items during the

period 35 ©)
Balance at the end of current period 35 30
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Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)

General reserve
Balance at the end of previous period 161,210 168,210
Changes of items during the period

Reversal of reserve for special

depreciation — (22,000)
Provision of reserve for special
depreciation 7,000 —
Total changes of items during the
period 7,000 (22,000)
Balance at the end of current period 168,210 146,210
Retained earnings brought forward
Balance at the end of previous period 20,455 (10,086)
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Reversal of general reserve — 22,000
Provision of general reserve (7,000) —
Reversal of reserve for special depreciation — 5
Provision of reserve for special depreciation (35) —
Net income (12,353) 13,107
Disposal of treasury stock (56) (60)
Total changes of items during the period (30,541) 24,835
Balance at the end of current period (10,086) 14,749
Total retained earnings
Balance at the end of previous period 190,911 167,405
Changes of items during the year
Dividends from surplus (11,096) (10,216)

Reversal of general reserve — —
Provision of general reserve — —
Reversal of reserve for special depreciation — —
Provision of reserve for special depreciation — —

Net income (12,353) 13,107
Disposal of treasury stock (56) (60)
Total changes of items during the period (23,506) 2,830
Balance at the end of current period 167,405 170,235
Treasury stock
Balance at the end of previous period (3,496) (4,739)
Changes of items during the period
Purchase of treasury stock (1,487) (994)
Disposal of treasury stock 243 210
Total changes of items during the period (1,243) (783)
Balance at the end of current period (4,739) (5,523)
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Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
Tot al sharehol ders’ e
Balance at the end of previous period 355,424 330,675
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Net income (12,353) 13,107
Purchase of treasury stock (1,487) (994)
Disposal of treasury stock 187 150
Total changes of items during the period (24,749) 2,046
Balance at the end of current period 330,675 332,721

Valuation and translation adjustments
Valuation difference on available-
for-sale securities

Balance at the end of previous period 9,985 (15,418)
Changes of items during the period
Net changes of items other than

shareholders' equity (25,404) 14,808
Total changes of items during the period (25,404) 14,808
Balance at the end of current period (15,418) (610)
Deferred gains or losses on hedges
Balance at the end of previous period 0) (34)

Changes of items during the period
Net changes of items other than

shareholders' equity (34) 51
Total changes of items during the period (34) 51
Balance at the end of current period (34) 16
Total valuation and translation adjustments
Balance at the end of previous period 9,984 (15,453)

Changes of items during the period
Net changes of items other than

shareholders' equity (25,438) 14,860
Total changes of items during the period (25,438) 14,860
Balance at the end of current period (15,453) (593)
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(Millions of yen)

Previous year Current year
(From April 1, 2008, (From April 1, 2009,
to March 31, 2009) to March 31, 2010)
Subscription rights to shares
Balance at the end of previous period 521 764
Changes of items during the period
Net changes of items other than
shareholders' equity 242 250
Total changes of items during the period 242 250
Balance at the end of current period 764 1,014
Total net assets
Balance at the end of previous period 365,931 315,986
Changes of items during the period
Dividends from surplus (11,096) (10,216)
Net income (12,353) 13,107
Purchase of treasury stock (1,487) (994)
Disposal of treasury stock 187 150
Net changes of items other than
shareholders' equity (25,195) 15,110
Total changes of items during the period (49,945) 17,157
Balance at the end of current period 315,986 333,143
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Notes Regarding the Premises of the Company as a fiGoing Concerno
None applicable

The above represents a translation, for reference and convenience only, of the original notice issued in Japanese. We did our
utmost to ensure accuracy in our translation and believe it to be of the highest standard. However, due to differences of
accounting, legal and other systems as well as of language, this English version might contain inaccuracies, and therefore
might be inconsistent with the original intent imported from the Japanese. In the event of any discrepancies between the
Japanese and English versions, the former shall prevail as the official version.
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