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Sustainability Report

EDITORIAL POLICY

Editorial Policy

Sustainability Report 2021 (printed version) and Sustainability (website) cover the basic philosophy of
the Daikin Group with regards to sustainable growth, achievements in fiscal 2020, and plans for the
future.

The website shares comprehensive information to fulfill our accountability to all stakeholders.

The differences between the printed and website versions are outlined below.

Printed Version

In this Sustainability Report, we focus particularly on the most important information from among
the Daikin Group's strategies toward a sustainable society; the four key themes of CSR for Value
Provision, which are environment, new value creation, customer satisfaction, and human resources;
and Fundamental CSR, which forms the basis of these themes.

In addition, under Key Activities, we report on activities we are focusing on in each of our four key
CSR themes using feature articles.

» For more details, see the PDF version of the report. (https:/www.daikin.com/csr/report/)

» Key Activities (Page 587)

Website

This website comprises detailed data and case studies and is divided into Strategy and Sustainability,
which explains the policy, strategies, and plans of the Daikin Group's CSR; and nine CSR themes that
the Daikin Group prioritizes (four themes of CSR for Value Provision, which are environment, new
value creation, customer satisfaction, and human resources; and five themes of Fundamental CSR,
which are corporate governance, respect for human rights, supply chain management, stakeholder
engagement, and communities).

Third-Party Verification

To ensure reliability of the content of this report, Daikin had a third-party verification conducted for
data on greenhouse gas emissions, water use, waste water, waste emissions, and chemical substances
emissions.

» Third-Party Verification (Page 609)
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Reference Standard

This report was created with reference to the GRI Sustainability Reporting Standards released by the
Global Reporting Initiative (GRI).
Guideline comparison tables are on our website. Our CSR activities are conducted in line with ISO 26000.

Since 2008, the Daikin Group has been taking part in the United Nations Global Compact, an initiative
for companies committed to operating based on 10 universally accepted principles in areas including
human rights, labor, the environment, and anti-corruption. Daikin also issues this CSR Report as an
annual Communication on Progress (COP) to the United Nations, a public disclosure on progress made in
implementing the 10 principles of the Global Compact.

» Search by Guidelines (Page 661)

Disclosure of financial and non-financial information

Daikin discloses information according to the needs of stakeholders.

Reports on financial information: Disclosure of financial information and IR information

¥ Investor Relations website B2 (https://www.daikin.com/investor/)

» Brief Report on the Settlement of Accounts B3 (https://www.daikin.com/investor/library/results_brief/)

» Integrated Report 1  (https://www.daikin.com/investor/library/annual/)

Reports on non-financial information: Disclosure of initiatives on sustainability covering the main
themes of CSR and the environment

Sustainability website

» Sustainability Report (https://www.daikin.com/csr/report/)

> Corporate Governance Report (Page 385)

Note

In reporting on fiscal 2020 CSR activities, data was carefully reviewed and was revised in cases
where discrepancies occurred between actual fiscal 2019 results and information reported for
fiscal 2018. Also, because figures are rounded off, totals may not equal the sum of individual
figures.

Forecasts, Expectations, and Plans

This report includes forecasts, expectations, and plans, in addition to past and present facts, about
Daikin Industries, Ltd. and its subsidiaries collectively called the Daikin Group). Please be aware
that these are assumptions and judgments made based on the information available at the time
this report was written and thus incorporate a degree of uncertainty.

Consequently, there is a possibility that events occurring in the future may turn out differently
from the forecasts, expectations, and plans stated in this report.
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What This Report Covers

Term Covered
This report covers fiscal 2019 (April 1, 2019 to March 31, 2020).

Daikin Organizations Covered

This report covers Daikin Industries, Ltd. and its consolidated subsidiaries.

e Financial : Covers Daikin Industries, Ltd. and its 313 consolidated subsidiaries (total 314 companies)

» Social : Covers Daikin Industries, Ltd. and its consolidated subsidiaries; however, the coverage may
differ by each item. (Data coverage range is specified per item.)

e Environment: Covers four Daikin Industries, Ltd., production bases; eight production subsidiaries in
Japan, and 44 production subsidiaries overseas.

I Japan
Daikin Industries, Ltd.

Head Office

Tokyo Office

Sakai Plant Air conditioning/refrigeration equipment, compressors

Shiga Plant Air conditioning equipment, compressors

Yodogawa Fluorochemical products, hydraulic equipment, air-conditioning equipment, precision
Plant defense equipment

Kashima Plant | Fluorochemical products

8 Production Subsidiaries
Daikin Sheet-Metal Co., Ltd.
Daikin Piping Co., Ltd.
Daikin Hydraulic Engineering Co., Ltd.
Daikin Rexxam Electronics (Japan) Ltd.
Daikin Sunrise Settsu Ltd.
Toho Kasei Co., Ltd.
Kyoei Kasei Industries, Ltd.

Nippon Muki Co., Ltd.

Editorial Policy -7 -



| Overseas

44 Production Subsidiaries
Daikin Australia Pty., Ltd.
Daikin Industries (Thailand) Ltd.
Daikin Airconditioning (Thailand) Ltd.
Daikin Europe N.V.
Daikin Compressor Industries Ltd.
Daikin Chemical France S.A.S.
Daikin Chemical Netherlands B.V.
Daikin Device Czech Republic s.r.o.
Daikin Industries Czech Republic s.r.o.
Daikin Air-conditioning (Shanghai) Co., Ltd.
Daikin Air-conditioning (Shanghai) Co., Ltd. (Huizhou Branch)
Xi'an Daikin Qing‘an Compressor Co., Ltd.
Daikin Fluoro Coatings (Shanghai) Co., Ltd.
Daikin Fluorochemicals (China) Co., Ltd.
Daikin Device (Suzhou) Co., Ltd.
Daikin Motor (Suzhou) Co., Ltd.
Daikin America, Inc.
Daikin Refrigeration (Suzhou) Co., Ltd.
Daikin Manufacturing Germany GmbH
Daikin Airconditioning India Pvt. Ltd.
Daikin Malaysia Sdn. Bhd.
Daikin Research & Development Malaysia Sdn.Bhd.
Daikin Refrigeration Malaysia Sdn.Bhd.
Daikin Electronic Devices Malaysia Sdn.Bhd.
Daikin Steel Malaysia Sdn.Bhd.

Shenzhen McQuay Air Conditioning Co., Ltd.
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McQuay Air Conditioning & Refrigeration (Wuhan) Co., Ltd.

McQuay Air Conditioning & Refrigeration (Suzhou) Co., Ltd.

AAF (Suzhou) Co., Ltd.

AAF (Shenzhen) Co., Ltd.

American Air Filter Manufacturing Sdn. Bhd.
Daikin Applied Americas Inc.

American Air Filter Company, Inc. (Delaware)
Daikin Air-conditioning (Suzhou) Co., Ltd.

J & E Hall Limited (United Kingdom)
McQuay (UK) Limited (United Kingdom)
AAF-Limited (United Kingdom)

AAF International B.V. (The Netherland)

AAF International s.r.o. (Slovakia)

Daikin Applied Europe S.p.A.

Daikin Isitma Ve Sogutma Sistemleri San. Tic. A.S.
JiangXi DaTang Chemicals Co., Ltd.

Daikin Refrigerants Frankfurut GmbH
Goodman Manufacturing Company, L.P.

Quietflex Manufacturing Company, L.P.

Editorial Policy
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DAIKIN CSR AT A GLANCE

Daikin uses the technologies and knowledge related to air cultivated over many years to make life on
Earth more comfortable. Going forward, we will provide new value that makes people and air

comfortable and healthy through energy-saving technologies.

Daikin CSR at a Glance

» Contributing to the
Mitigation of Global

” > Protecting Human
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More Information about Daikin's CSR

Foamin .
2021
Ee
» Message from the President » Sustainability Report » "Forests for the Air" Project
Message from Masanori Download the PDF file Daikin carries out forest
Togawa, Representative (https://mww.daikin.com/csr/report/) ~ conservation activities in the
Director, President and CEO seven regions worldwide
(Page 18) (https://www.daikin.com/csr/forests/)

» Other Environment-Related content
(https://www.daikin.com/csr/environment_special/)
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Contributing to the Mitigation of Global Warming with Energy-Efficient
Air Conditioners

CO2

emissions

Reduced CO2

o 70

million tons!*?

\\f

2015 2020 )

® If energy-efficient air conditioners*1 O If low/no-energy air conditioners are sold
were used throughout the world

*1 Products that satisfy either or both of "consume at least 30% less electricity than conventional products" or "use
refrigerants with at least two-thirds less global warming potential than conventional refrigerants”

*2 Difference between the amount of energy-efficient air conditioners sold by Daikin and the amount of energy saved in
consideration of total sales volume with CO, emissions of energy- efficient air conditioners as the baseline

Daikin promotes the spread of energy-efficient air conditioners using refrigerants with low global
warming potential.
Daikin reduced CO, emissions by 70 million tons (accounting for around 40% of the annual CO,

emissions attributed to the household sector in Japan)” in fiscal 2020. We will continue to contribute to
the mitigation of global warming.

*Source: Daikin estimate based on data from the Japan Center for Climate Change Actions.

The Society Daikin is Aiming Toward

A society that does not exacerbate environmental burdens

Aiming for a society that reduces environmental burdens while
making people and air healthy and comfortable by promoting
the spread of air conditioners that have a minor impact on
global warming.

> Response to Climate Change  (Page 145)
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Creating Comfortable Spaces with Small Amounts of Energy

MJ/m2year
1,600
1203 : : 82°/o>:<
800 ! E reduction!
400 : !
: —_—
Standard Daikin research facility
(TIC)

Acquired the highest ranked Platinum Certification
under the LEED® certification system for buildings
that contribute to the environment

* Energy saved through energy conservation and efficient operation of buildings and facilities, and energy created by
solar power generation (fiscal 2016 results)

Daikin promotes R&D to reduce building energy consumption to zero.

At Daikin research facilities (TIC), we reduce energy consumption by 82% compared to standard
buildings by introducing highly energy efficient equipment and management systems that control
incorporate natural light and air and reduce the amount of air conditioning and electric lighting
requirements.

The Society Daikin is Aiming Toward

A Society that Uses Energy Efficiently

We aim for a society that maintains comfortable living and
office spaces with less energy and are launching efficient
energy management initiatives that work for individual air
conditioners as well as entire buildings and cities.

> Providing Solutions  (Page 191)
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Protecting Human Health with Air
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Daikin pursues the possibilities of air that contributes to human health and comfortable lifestyles.

Amid increasing needs for air environments in light of air pollution caused by economic development in
emerging countries, the spread of infectious diseases, and tightening regulations regarding spatial
hygiene in the pharmaceutical and food industries, we pursue safer, healthier and more comfortable air
environments from a variety of perspectives including cleanliness, airflow and odor, contributing to the
creation of office, home, hospital and factory environments.

The Society Daikin is Aiming Toward

A Society Offering Health and Comfortable Lifestyles

We pursue societies where people throughout the world can
live in health and comfort, as we seek to solve air problems and
pursue improvements in the quality of spaces including air
environments that enhance concentration.

> Value creation through collaborative innovation  (Page 273)
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Creating Environments in Which Everyone Can Work Energetically

Daikin believes in the possibilities of people brimming with diversity.

In promoting the active participation of women, we are implementing measures including increasing
awareness among male managers and female employees and offering measures supporting women's
return to work after childbirth or childcare to avoid career gaps.

The Society Daikin is Aiming Toward

A Society in Which Everyone is Useful

With the aim of realizing a society in which everyone's diverse
possibilities can be utilized, we engage in people-centered
management that links people's individuality and strengths to
business growth and global sustainable development.

» Human Resources (Page 326)
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Conserving Forests with People around the World

Daikin cultivates forests with local communities in seven locations around the world.

There are many unnatural factors causing deforestation, including agricultural cultivation and the use
of timber for firewood and fuel. In response to these issues, Daikin promotes initiatives aimed at
achieving a balance between peoples lives and forest preservation.

The Society Daikin is Aiming Toward

A Society in Which Humans Coexist with Nature

Daikin cooperates extensively with governments, local
communities NGOs and other groups to engage in conserving
and restoring nature with the aim of creating a sustainable
society in which nature and people coexist throughout the
world.

» Communities = (Page 489)
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MESSAGE FROM THE PRESIDENT

[ -

Working toward Sustainable . .
Growth in Line with Societal =
Changes and Daikin’s Vision
for the Future

s T4y

Masanori Togawa
President and CEO Daikin Industries, Ltd.

e w1

Taking into Account Rapid Changes in Society

Fiscal 2020 was a year like few others. Society experienced some of the largest and quickest changes
that we have ever seen. The COVID-19 pandemic completely transformed the way we live and work,
heightening everyone's awareness toward safety and security. The pandemic has also had major impacts
on corporate activities. At the same time, the movement toward decarbonization picked up steam as
well. Governments including Japan's are releasing decarbonization policy that strongly urges the
business world to set and achieve greenhouse gas emissions reduction targets.

Message from the President -19 -



Contributing to a Sustainable Society as a Company That Provides
Solutions with Air

As the only manufacturer in the world to produce both air conditioners and refrigerants, Daikin has
provided markets around the world with products and services harnessing its environmental
technologies.

Our core business of air conditioning has become a form of infrastructure underpinning society,
transforming the indoor environment in hot climate regions. In this manner, Daikin contributes to
people's health through the prevention of heatstroke and improved air quality and supports economic
development by improving work efficiency.

However, the widespread use of air conditioners increases electricity usage and impacts global warming.
Following economic development in emerging countries, demand for air conditioning is forecast to
triple from current levels by 2050. Our social mission is to mitigate future global warming effects to
every extent possible while providing comfortable air environments to the world.

Message from the President - 20 -



Fusion 25 Strategic Management Plan Seeks Carbon Neutrality

Under the Fusion 25 Strategic Management Plan, which targets fiscal 2025, Daikin aims to continually
grow and develop its businesses while benefiting society and the environment with an eye toward the
Sustainable Development Goals (SDGs), recognizing that rapid changes in society including
decarbonizations represent a business opportunity. In this manner, the plan was backcast from Daikin's
vision for the future. The growth strategy laid out in Fusion 25 focuses on the three themes of
"Challenge to achieve carbon neutrality," "Promotion of solutions business connected with customers,"
and "Creating value with air," under the vision of "realize both contributions to sustainable society and
Group growth."

Following the first theme of "Challenge to achieve carbon neutrality," Daikin established an interim
target aimed at the goal of reducing greenhouse gas emissions to net zero by 2050. This target aims to
lower greenhouse gas emissions throughout the entire lifecycle of our products by 50% or more in 2030
compared to BAU," with fiscal 2019 as the base year. In addition to reducing energy usage during
manufacturing, expanding the adoption of environmentally conscious products, and expanding heat
pump space and water heating businesses, we will work to build and commercialize refrigerant
recovery, reclamation, and destruction systems, while developing new environment-related businesses
that create energy and new technologies for the decomposition, recovery, and reuse of CO,. Through
"Promotion of solutions business connected with customers," we will provide experiences that meet the
new needs of people, and under "Creating value with air," we will encourage the creation of new air
environments that enrich people's lives by delivering health and comfort, along with safety and
reliability.

Additionally, we will focus on strengthening and reforming our management foundation. This includes
building a resilient supply chain and promoting digitalization.

* Business as Usual: In this context, BAU refers to emissions in case of normal business growth without the
implementation of countermeasures.

Message from the President -21 -



Workforce Diversity as a Source of Growth

In order to achieve Fusion 25, we will refine people-centered management, as our people represent the
foundation for Daikin's growth. | recognize that it will be important to elevate this approach across the
entire Group.

With a workforce of over 80,000 people in more than 160 countries around the world, the Daikin
Group's greatest strength is our unique form of diversity management, which creates innovation and
enhances the Group's collective strengths and competitiveness. This is achieved by embracing people
with diverse values and from different cultures, ethnicities, generations and lifestyles, and harnessing
the uniqueness and strengths of every individual to power the organization.

With our people as the driving force behind our competitiveness, we will implement measures that
more dynamically utilize our talent around the world across borders and we will boldly deploy a new,
flexible and uniquely-Daikin personnel system and measures for fostering a better work environment
suited to a new normal. These measures will increase employee motivation and help generate results.

Continually Fulfilling the Expectations of Stakeholders

Since 2008, the Daikin Group has participated in the United Nations Global Compact that sets out 10
principles spanning the four areas of human rights, labor, environment, and anti-corruption.

Daikin also endorsed the recommendations of the Task Force on Climate-related Financial Disclosures
(TCFD) in 2019. We are now focusing on the disclosure of environmental, social, and governance (ESG)
data, including climate change, in addition to financial information.

As a company that grows its businesses while benefiting society, Dakin will continue to fulfill the
expectations of its stakeholders, including customers, shareholders, investors, suppliers, employees, and
local communities.

Masanori Togawa

President and CEQ
Daikin Industries, Ltd.
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P DAIKIN

Sustainability Report

2021

— Web version—
(As of October 2021)

Management Strategy
and Sustainability

Overview of Sustainability....................co 25
Relationship between Sustainability and

Management Strategy ..o 33
Daikin's Aims for Value Creation ........................... 38
Daikin's Priority SDGS  .......ovviviiiiiiiee 44

Long-Term Outlook Policy

(Environmental Vision 2050).........cccoooiiiiiiii. 47
Information Disclosure based on the

TCFD Framework ... 53
Participation in the Global Compact ..................... 60

-23 -



4
vy

> Overview of Sustainability

(Page 25)

Daikin is helping resolve social
issues and contributing to
sustainable development of
society by creating new value
through our businesses.

» Daikin's Priority SDGs

(Page 44)

Daikin is focusing on eight SDGs
in particular.

- Participation in the Global
Compact

(Page 60)

Daikin participates in the UN
Global Compact supporting
universal principles in the areas
such as human rights and labor.

Management Strategy and Sustainability

Management Strategy and Sus

Relationship between
) Sustainability and

Management Strategy
(Page 33)

Daikin is creating new value and
enhancing corporate value
mindful of the various issues
facing the world.

Long-Term Outlook Policy

(Environmental Vision 2050)

(Page 47)

Daikin is working under its
Environmental Vision 2050 to

achieve net-zero greenhouse gas

emissions by 2050.

Daikin's Aims for Value
Creation

(Page 38)

Daikin is providing new value to
make people and spaces healthy
and comfortable that contributes
to the SDGs.

Information Disclosure
» based on the TCFD

Framework
(Page 53)

Daikin endorses the TCFD's
recommendations and analyzes
the impacts of climate change on
its business operations.

-24 -



Management Strategy and Sustainability

OVERVIEW OF SUSTAINABILITY

Problems such as climate change and changing demographics are presenting our advancing global

society with many challenges.
Daikin aims to contribute to sustainable growth for the world by solving social problems and providing

society with new value.

4

W vV

Daikin's Basic Profile

We are bringing the world healthy and comfortable
lifestyles.

Basic Management Policy

Corporate Policies Strategic Management Plan
1. Absolute Credibility
FUSION25

2. Enterprising Management

3. Harmonious Personal Relation
Offer new value for the

environment and air to

People- realize both contributions to
Our Group
Philosophy Centered a sustainable society and
Management

Group growth
» Strategic Management Plan

» CSR Philosophy Fusion 25 &

(Page 64)

(https://www.daikin.com/investor/
management/strategy/fusion25/)

Management Strategy and Sustainability -25 -



Daikin's Three Business Pillars

Air Conditioning Chemicals

Oil Hydraulics Electronics

Defense Systems

» Management Strategy and Sustainability
(Page 23)
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Awareness of social issues

The world faces many problems, and to solve these will
require that all stakeholders, whether from
government, industry, or other parts of society, work
together to create globally linked frameworks.

Outlook for Global Risk

Extreme weather events and . Failures of climate change
Natural disasters . .
temperatures mitigation and adaptation
. . 2 " .:.....I — ' -




International Framework

Paris Agreement to the UN

Sustainable Development Goals Framework Convention on Climate

(SDGs) Change

Common goals to find solutions by 2030 Pl e @t e B Cliedig

for pressing world problems such as
poverty, inequality, and climate change in
order to realize a sustainable society

countries, including emerging countries,
shall reduce their emissions in order to
limit global warming by less than 2°C
compared to pre-industrial levels by the
latter half of this century

Kigali Amendment to the Montreal UN Global Compact (UNGC)

Protocol A worldwide framework for achieving
The Kigali Amendment mandates to phase sustainable growth by having member
down the production and consumption of companies recognize universal values in
HFCs in CO,-equivalent in order to relation to issues such as human rights,
mitigate their impact on global warming labor, environment, and corruption

L — ‘_‘___ﬁ-_'_ =
ESG assessment Dialogue with stakeholders
» Honors for Daikin » Stakeholder Engagement
(Page 616) (Page 473)
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Values provided to society by Daikin

Daikin's Aims for Value Creation

Provide new value that makes people and space healthier and more

comfortable while at the same time reducing environmental impact.

Management Strategy and Sustainability

Value Creation for the Earth

Reduce environmental impact through all business

activities and contribute to alleviating climate change

o Further raise the environmental performance of
products

o Make effective use of resources

o Protect forests and help sustain their inherent
functions

Work toward sustainable development goals (SDGs)

5 1 RESPONSIBLE ‘I CLIMATE

AND INFRASTRUCTURE ACTION

CCONSUMPTION
/AND PRODUCTION
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Management Strategy and Sustainability

Value Creation for Cities

Contributing to solving energy-related issues arising from
urbanization and contribute to the creation of

sustainable cities

« Effectively use energy throughout entire buildings
and entire cities

o Build systems for recycling-based societies

» Create new types of energy

RESPONSIBLE CLIMATE
CCONSUMPTION ACTION

/AND PRODUCTION

Value Creation for People

Pursue new possibilities for air and contribute to healthy,

comfortable lifestyles

» Provide safe and reliable air environments

» Improve indoor environments to support people's
healthy and comfortable lifestyles

» Raise productivity to contribute to economic
advancement

Work toward sustainable development goals (SDGs)

600D HEALTH BLECITIES 12 RESPONSIBLE
AND WELL-BEING i

CCONSUMPTION
/AND PRODUCTION
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Foundation Underpinning Value Creation

Human Resources Co-creation (partnerships)
Contribute to the growth of employees and Contribute to solving social issues through
local citizens industry-government-academia partnerships

» Training of highly skilled personnel o Formation of market value

e Job creation (international rules and standards)

» Contribution to local economic o Creation of new solutions that

development contribute to improved quality of life

Work toward sustainable development goals Work toward sustainable development goals
(SDGs) (SDGs)

EEONOMCGRONTH 17 Tveans

o &

» Daikin's Aims for Value Creation (Page 38)

Management Strategy and Sustainability -31-



y o4 7

Daikin's actions toward a sustainable society

Based on Our Group Philosophy, which is the unifying force for our management, we create
and implement proposals for Group action in five-year cycles under our Fusion strategic
management plans. In fiscal 2018, we formulated Daikin Environmental Vision 2050 in order to
contribute to solving increasingly serious global environmental problems over the long term.
Based on this environmental vision, we set targets and implement measures under our Fusion
strategic management plans with the goal of contributing to a sustainable society by taking on
the world's problems through our business. In addition, we have formulated CSR Action Plan
2020 that sets out targets for 2020 for each of Daikin's nine CSR themes. Under this plan, the
entire Daikin Group worked to achieve these targets.

SR Action Plan
> Details here (Page 98)

Fusion 5trategic
Management Plan

(https://www.daikin.com/ > Details here "
| Daikin' s Aims for
investor/management/strategy/) -
Value Creation

2080

Environmental Vision 2050
» Details here » Details here

(Page 65) (Page 47)
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Management Strategy and Sustainability

RELATIONSHIP BETWEEN SUSTAINABILITY AND
MANAGEMENT STRATEGY

Daikin engages in management from both short- to medium term and long-term perspectives in order
to create new value aimed at resolving social issues and for sustainable development.

Daikin has formulated the CSR Action Plan based on evaluation of its business' impact on society in the
short- to medium-term, and the Environmental Vision 2050 based on prediction and identification of its
unique long-term risks and opportunities.

The company conducts planning and execution of specific targets and policies every five years based on
its strategic management plan, Fusion.

Daikin's Sustainability for Fiscal 2050

CSR Action Plan

Fusion Strategic
Management Plan

Daikin' s Aims for
Value Creation

7050
9040

o

R

9030

Environmental Vision 2050
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Group Management Philosophy

Basic philosophy on management that forms the basis of thinking and action for all employees.

O 00 N O U1 A W N =

—_
o

. Create New Value by Anticipating the Future Needs of Customers

. Contribute to Society with World-Leading Technologies

. Realize Future Dreams by Maximizing Corporate Value

. Think and Act Globally

. Be a Flexible and Dynamic Group

. Be a Company that Leads in Applying Environmentally Friendly Practices

. With Our Relationship with Society in Mind, Take Action and Earn Society's Trust

. The Pride and Enthusiasm of Each Employee Are the Driving Forces of Our Group

. Be Recognized Worldwide by Optimally Managing the Organization and its Human

Resources, under Our Fast & Flat Management System

. An Atmosphere of Freedom, Boldness, and "Best Practice, Our Way"

» OUR GROUP PHILOSOPHY (ABOUT DAIKIN) &2
(https://www.daikin.com/corporate/overview/philosophy/)

CSR Action Plan

The five-year action plan established with goals for the four themes of CSR for Value Provision and five
themes of Fundamental CSR.

CSR for value provision Fundamental CSR

e Corporate

We provide healthy _ governance
: e Environment .
and comfortable air We respond to societal o Respect for human
) e New value .

environments for ) demands for greater rights

creation .
people around the transparency and more |« Supply chain

. e Customer .

world while at the open business management

satisfaction

same time reducing practices. o Stakeholder

e Human resources

environmental impact. engagement

¢ Communities

» CSR Action Plan 2020 (Page 98)

» CSR Action Plan 2020 1 (68KB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/company/CSR_Action_Plan_2020-pdf)
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Strategic Management Plan Fusion 25

Daikin's strategic management plan established with directions for the Group's growth in five years
based on the management philosophy and awareness of current conditions.

Fusion 25
Strategic Management Plan

Offer new value for the
environment and air to realize
both contributions to a sustainable
society and Group growth

9 key strategy themes

3 growth strategy themes

® Challenge to achieve carbon neutrality
® Promotion of Solutions business connected with customers
® Creating value with air

1 theme for focus regions
® Air Conditioning business in North America

5 themes to enhance the management foundation

® Strengthening technology development capabilities
® Establishing a robust supply chain

® Promoting digital transformation for innovation

® Creating market value/enhancing advocacy activities

® Improving HR capabilities through advanced
diversity management

» FUSION25 B (https://www.daikin.com/investor/management/strategy/fusion25/)

Management Strategy and Sustainability
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Environmental Vision 2050

Long term goal formulated with the aim of achieving net-zero greenhouse gas emissions by 2050 in
support of the Paris Agreement.

Open
Innovation
loT and Al

Through Through

products Daikin solutions

Environmental
Vision 2050

We will provide safe, healthy air

o wgggz environments while striving to reduce E}ﬁf}ﬁatim
10T and Al greenhouse gas emissions to 0T and Al

net zero.

Through

the power
of air

» Long-Term Outlook Policy (Environmental Vision 2050) (Page 47)

Management Strategy and Sustainability
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Value Creation Daikin Strives For

Provide new value to deliver health and comfort to people and spaces while reducing environmental
impacts.

Value Creation for the
Earth

Reduce environmental
impact through all
business activities and
contribute to alleviating
climate change

Management Strategy and Sustainability

Value Creation for
Cities

Contributing to solving
energy-related issues
arising from urbanization
and contribute to the

creation of sustainable
cities

» Daikin's Aims for Value Creation (Page 38)

» Daikin's Priority SDGs (Page 44)

Value Creation for
People

Pursue new possibilities
for air and contribute to
healthy, comfortable
lifestyles
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Management Strategy and Sustainability

DAIKIN'S AIMS FOR VALUE CREATION

Our modern world is undergoing constant change that is bringing about problems like poverty,
inequality, and climate change. To mount a global effort toward solving these problems, in September
2015 the United Nations adopted "Transforming our world: the 2030 Agenda for Sustainable
Development" and established the Sustainable Development Goals (SDGs).

The Daikin Group aims to contribute to the realization of the SDGs by identifying three themes: the
Earth, cities, and people. Our aim is to use our world-class technologies to reduce environmental impact
while at the same time providing new value in the form of a healthy, comfortable way of living.

Value Creation for the Earth

Helping mitigate climate change by reducing environmental impact through business activities

With global warming causing increasingly frequent occurrences of abnormal weather, the effects are
being felt not just as changes in the natural environment but also as the spread of infectious diseases
and other threats to human health. The rise in atmospheric temperature, economic advancement, and
population growth around the world are fueling a constantly increasing demand for air conditioners.
This is leading to fears that large amounts of electricity consumption and refrigerant leakage will
accelerate global warming.

As a global air conditioner manufacturer, the Daikin Group is working to decrease greenhouse gas
emissions through the dissemination of inverter air conditioners and low-global-warming-potential
refrigerants. In addition, we are utilizing our fluorochemical technologies and developing and providing
new materials that contribute to the use and spread of renewable energy.

INDUSTRY, INNOVATION 'l SUSTAINABLE CITIES l RESPONSIBLE 'I 3 CLIMATE
AND INFRASTRUCTURE AND COMMUNITIES CONSUMPTION ACTION
AND PRODUCTION

de| o | o
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Initiatives in fiscal 2020

» Developing and Promoting Products and Services That Reduce Environmental Impact (Page 148)

» Low Environmental Impact Refrigerants (Page 162)

Past initiatives

> Key Activities of Fiscal 2019: Environment—Launched New Refrigerant Service in Europe
Contributing to a Circular Economy T1(2.0MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2019-
environment-pdf)

» Key Activities of Fiscal 2017: Customer Satisfaction—Create a Mechanism That Brings Peace of
Mind by Promoting Adoption of Low-Environmental- Impact Heat-Pump Heating 1 (0.7MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2017-
customer-pdf)

Management Strategy and Sustainability
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Value Creation for Cities

Contributing to the creation of sustainable cities by solving energy-related issues arising from
urbanization

Economic and population growth in emerging countries are causing rapid urbanization. The number of
mega-cities with populations exceeding 1 million is on the rise, and these cities will require increasing
amounts of energy. And with rising atmospheric temperatures, they will also require air conditioners to
provide residents with comfortable living environments.

Meanwhile, in the industrialized countries, where populations continue to drop, workers increasingly
require comfortable spaces where they can do their jobs easily and productively.

The Daikin Group provides air conditioners that create environments to meet the needs of people in
both emerging and industrialized countries. Furthermore, we are working on realizing zero-energy
buildings, which use renewable energy sources in order to effectively achieve zero net energy
consumption, and utilizing ICT technologies, which promote energy efficiency through comfortable air
conditioner operation throughout an entire town. The goal is to realize livable cities that achieve
comfort and energy efficiency through city-wide air conditioner control.

INDUSTRY, INNOVATION 'l SUSTAINABLE CITIES l RESPONSIBLE 13 CLIMATE
AND INFRASTRUCTURE

AND COMMUNITIES CONSUMPTION

AND PRODUCTION

Jde| o | o

ACTION

Initiatives in fiscal 2020

» Providing Solutions (Page 191)

» Key Activities of Fiscal 2020: New Value Creation—Providing Comfortable Air Environments
Using the Best Format Possible, from Goods to Services 1 (0.4MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2020-
newvaluecreation-pdf)

Past initiatives

» Key Activities of Fiscal 2016: Environment—Contributing to the Realization of Net Zero Energy
Buildings through Optimally Controlled Air Conditioning Systems 1 (0.3MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2016-
environment-pdf)
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Value Creation for People

Contributing to healthy and comfortable lifestyles by expanding the possibilities of air

With economic development come rapid industrialization, exploding population growth in cities, and
ballooning traffic volume—all of which contribute to more hazardous chemicals in the atmosphere. This
gives rise to numerous problems that we must tackle in our living air environment, such as negative
effects on our health.

The Daikin Group believes that an effective way to reduce air pollution is to place filters on factories
and other facilities that give off emissions containing hazardous chemicals. We also strive to bring the
world healthy, vibrant indoor environments that offer peace of mind, by giving added value to air, so
that it helps people work more productively in offices and get quality sleep at home.

GOOD HEALTH 'l SUSTAINABLE CITIES

1 RESPONSIBLE
AND WELL-BEING AND COMMUNITIES

CONSUMPTION
AND PRODUCTION

4

O

A —
(g J===51=3

Initiatives in fiscal 2020

» Collaborative Innovation Led by Industry-Government-Academia Partnerships (page 273)

» Collaborative Innovation Led by Industry-Industry Partnerships (Page 287)

» Key Activities of Fiscal 2016: New Value Creation—Creating Spaces That Meet the Needs of
Society by Integrating Technologies of Air Conditioning and Filter with Engineering Prowess i

(0.6MB) (https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2016-
newvaluecreation-pdf)

» Key Activities of Fiscal 2020: Customer Satisfaction—Quickly Providing Air Purification Solutions
as a Company that Provides Solutions with Air 1 (0.5MB) (https:/www.daikin.com/-/media/
Project/Daikin/daikin_com/csr/feature-past/feature2020-customer-pdf)

Past initiatives

» Key Activities of Fiscal 2019: New Value Creation—Delivering Healthy and Comfortable Air
Environments and Spaces to Africa with Collaborative Innovation T (2.3MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2019-
newvaluecreation-pdf)

> Key Activities of Fiscal 2018: New Value Creation—Creating Air Environments for Increasing
Intellectual Productivity with Air Conditioning Solutions Using loT and Al T (0.7MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2018-
newvaluecreation-pdf)

» Key Activities of Fiscal 2017: New Value Creation—Reducing Fatigue and Realizing Pleasant Air
Environments through Open Innovation 1 (1.0MB) (https:/www.daikin.com/-/media/Project/
Daikin/daikin_com/csr/feature-past/feature2017-newvaluecreation-pdf)
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Foundation Underpinning Value Creation

Contribute to the growth of employees and local citizens

Focus on fostering highly skilled human resources, creating employment, and contributing to the
economic development of local communities.

DEGENT WORK AND
ECONOMIC GROWTH

Initiatives in fiscal 2020

> Key Activities of Fiscal 2020: Human Resources—Enhancing Manufacturing Around the World
byTraining the Next Generation of Plant Operators T1(0.6MB) (https:/www.daikin.com/-/media/
Project/Daikin/daikin_com/csr/feature-past/feature2020-human-pdf)

Past initiatives

> Key Activities of Fiscal 2019: Human Resources— Daikin's Unique Approach to Developing Al
and loT Human Resources for Driving Innovation T (2.0MB) (https://www.daikin.com/-/media/
Project/Daikin/daikin_com/csr/feature-past/feature2019-human-pdf)

» Key Activities of Fiscal 2018: Customer Satisfaction—Global Product Development Structure to
Quickly Address Various Regional Needs i (1.3MB) (https://www.daikin.com/-/media/Project/
Daikin/daikin_com/csr/feature-past/feature2018-customer-pdf)

> Key Activities of Fiscal 2018: Human Resources—Developing Human Resources to Promote the
Spread of Air Conditioners in the Rapidly Growing Market of Vietnam T (0.8MB) (https://
www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2018-human-pdf)

> Key Activities of Fiscal 2017: Human Resources—Human Resource Development in the U.S.—
Growing with Local Communities 1 (1.0MB) (https://www.daikin.com/-/media/Project/Daikin/
daikin_com/csr/feature-past/feature2017-human-pdf)

> Key Activities of Fiscal 2016: Human Resources—Supporting the Training of Engineers in
Emerging Countries through Industry-Government-Academia Collaboration 1 (0.5MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2016-
human-pdf)
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Contribute to solving social issues through industry-government-academia partnerships

Strive to create new solutions that will contribute to the enhanced lifestyles and formation of market
value through developing international rules and standards.

1 7 PARTNERSHIPS

FOR THE GOALS

Initiatives in fiscal 2020

> Key Activities of Fiscal 2020: Environment— Creating Standards for a Decarbonized Society

Alongside Stakeholders 1(0.9MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2020-

environment-pdf)

Past initiatives

> Key Activities of Fiscal 2018: Environment—Promoting the Spread of Energy Efficient
Technology through Dialogue and Collaboration with Governments and International Agencies

1 (1.3MB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2018-
environment-pdf)
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Management Strategy and Sustainability

DAIKIN'S PRIORITY SDGS

SDGs Daikin is contributing to through its businesses

The Sustainable Development Goals (SDGs) adopted in 2015 comprise 17 goals aimed at resolving the
world's challenges. Through its businesses, Daikin will focus on a total of eight out of the 17 SDGs to
which it can make a great contribution, taking advantage of its strengths. We will contribute to a
sustainable society by creating new value in making people and spaces healthy and comfortable, while
reducing environmental and climate impacts.

Related Information

» Daikin's Aims for Value Creation (Page 38)

GOOD HEALTH e Protect people from heatstroke and infectious diseases
AND WELL-BEING

« Countermeasures for atmospheric pollution

« Increased energy efficiency from the adoption of inverter air conditioners, etc.
» Development and adoption of lower GWP refrigerants

o Adoption of heat pump space and water heating

« Utilization and adoption of renewable energy

DECENT WORK AND « Training of highly skilled personnel
ECONOMIC GROWTH .
« Job creation

o Contribution to local economic development
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INDUSTRY, INNOVATION
AND INFRASTRUCTURE

1 SUSTAINABLE CITIES
AND COMMUNITIES

Al

12 RESPONSIBLE
CONSUMPTION

AND PRODUCTION

13 oo

<

1 PARTNERSHIPS
FOR THE GOALS

Management Strategy and Sustainability

Initiatives for net zero emission buildings (ZEB)
Promotion of energy management and demand response

Initiatives for net zero emission buildings (ZEB)
Promotion of energy management and demand response
Creation of value in air and spaces for people's physical and mental wellbeing

Initiatives for energy efficiency, recycling-oriented, and lower resource production
Refrigerant conversion in the market along with recovery, reclamation, and
destruction

Contribution to increased productivity by liberation from heat and cold

Increased energy efficiency from the adoption of inverter air conditioners, etc.
Development and adoption of lower GWP refrigerants

Adoption of heat pump space and water heating

Utilization and adoption of renewable energy

Formation of market value (international rules and standards)
Creation of new solutions that contribute to improved quality of life
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I Sustainable Development Goals: SDGs

L]
POVERTY

Tl

1. No poverty

End poverty in all its forms
everywhere

GENDER
EQUALITY

g

5. Gender equality

Achieve gender equality
and empower all women
and girls

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

o

9. Industry, innovation
and infrastructure

Build resilient
infrastructure, promote
inclusive and sustainable
industrialization and
foster innovation

1 CLIMATE
ACTION

<

13. Climate action

Take urgent action to
combat climate change
and its impacts

1 7 PARTNERSHIPS
FOR THE GOALS

&

17. Partnerships for the
goals

Strengthen the means of
implementation and
revitalize the global
partnership for
sustainable development

2. Zero hunger

End hunger, achieve food
security and improved
nutrition and promote
sustainable agriculture

CLEAN WATER
AND SANITATION

L

6. Clean water and
sanitation

Ensure availability and
sustainable management
of water and sanitation
for all

10 Seaiimes
P
(=)
b 4
10. Reduced inequalities

Reduce inequality within
and among countries

1 LIFE
BELOW WATER

14. Life below water

Conserve and sustainably
use the oceans, seas and
marine resources for
sustainable development

Management Strategy and Sustainability

GOOD HEALTH
AND WELL-BEING

i

3. Good health and well-
being

Ensure healthy lives and
promote well-being for all
at all age

7. Affordable and clean
energy

Ensure access to
affordable, reliable,
sustainable and modern
energy for all

I SUSTAINABLE CITIES

AND COMMUNITIES

Al

11. Sustainable cities and
communities
Make cities and human

settlements inclusive, safe,
resilient and sustainable

15. Life on land

Protect, restore and
promote sustainable use
of terrestrial ecosystems,
sustainably manage
forests, combat
desertification, and halt
and reverse land
degradation and halt
biodiversity loss

QUALITY
EDUCATION

4. Quality education

Ensure inclusive and
equitable quality
education and promote
lifelong learning
opportunities for all

DEGENT WORK AND
ECONOMIC GROWTH

o

8. Decent work and
economic growth

Promote sustained,
inclusive and sustainable
economic growth, full and
productive employment
and decent work for all

1 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

O

12. Responsible
consumption and
production

Ensure sustainable
consumption and
production patterns

16 PEACE, JUSTICE
AND STRONG

INSTITUTIONS

16. Peace, justice and
strong institutions

Promote peaceful and
inclusive societies for
sustainable development,
provide access to justice
for all and build effective,
accountable and inclusive
institutions at all levels
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Management Strategy and Sustainability

LONG-TERM OUTLOOK POLICY
(ENVIRONMENTAL VISION 2050)

Adopted in 2015, the Paris Agreement contains a target for the latter half of this century of reducing
greenhouse gas emissions to net zero and limiting global warming by less than 2°C compared to pre-
industrial levels. In the spirit of the Paris Agreement, Daikin has formulated Environmental Vision 2050,
with a target of reducing greenhouse gas emissions to net zero by 2050. We have established a
reduction target for 2030 and incorporated this into our efforts under the Fusion 25 Strategic
Management Plan.

Formulation of Environmental Vision 2050

Looking long term, we have predicted how society will change by 2050 and have made a list of the risks
and opportunities for Daikin's business. Based on this, we have set a direction we must take in using our
resources to solve environmental problems.

Forecast of Society in Which Daikin Will Operate in 2050

Based on the relationship between Daikin's business and the global environment, we came up with a
long-term environmental to-do list that takes into account what the world will be like for Daikin's
business in 2050 judging by current social scenarios.

Increase in world population
Waorld population: 9.8 billion™!

Economic development in emerging countries
Emerging countries account for 6 of the 7 major economies*?

v v v

Urbanization

Lrban davelopment is accelarating worldwide and approximataly 70%

of the world's population lives in cities **
k4 k4

Increase and concentration of electricity demand

Evary year, there will ba 45 million new consumers of electricity around
the world (2040)**
There will be 3.5 timas as many buildings (approx. 5.6 billion buildings) with
air conditioners as curently*®

k4 L 4 w
Climate change Increase in energy demand
Greenhouse gas emissions will be 50% higher L World anergy use will increasa

than in 2010*9 by B0% over 2010™%
Increase in risk of heat stroke, infactious diseases,
and other illnessas™* ™

Management Strategy and Sustainability

Increase in waste
Estimated amount of
waste: 22,3 billion tons**
L 4 L 4
Forest destruction Resource depletion

One-seventh of the The world will consume saveral
world's rainforests will times tha current reserves of
disappear resources such as gold, silver,
[cumparecf] to 2000)*7 bronze, lead, and zinc*®

b

Air pollution

The number of early deaths caused

by Air pollution will exceed
4 million in 2040*3
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Daikin referred to the following reports when making its forecasts

*1 World Population Prospects: The 2017 Revision, by the United Nations

*2 The World in 2050, by PwC

*3 World Urbanization Prospects: The 2018 Revision, by the United Nations

*4 Estimates and Forecasts for the World's Waste Generation, by the RISWME

*5 World Energy Outlook 2017, by the International Energy Agency (IEA)

*6 The Future of Cooling, by the International Energy Agency (IEA)

*7 The Future of Forests: Emissions from Tropical Deforestation with and without a Carbon Price, 2016-2050, by the
Center for Global Development (CGD)

*8 The Problem of Worldwide Resource Restrictions by 2050, by the National Institute for Materials Science (NIMS)

*9 OECD Environmental Outlook to 2050, by the Organization for Economic Cooperation and Development (OECD)

*10 Quantitative risk assessment of the effects of climate change on selected causes of death, 2030s and 2050s, by the

World Health Organization (WHO)

How Daikin Should Proceed Based on Risks and Opportunities

Daikin came up with business risks and opportunities in relation to the environmental problems
specified above.
We determined how we should proceed in order to solve these problems based on the company's

resources.
Environmental Climate change Increase In energy demand Alr pollution
Problems and *Requests from society to reduce some = 5trictar energy restrictions and higher
Business Risks and of the vast amount of greenhousa gas expectatiors for energy-afficient products :
Opportunities amissions causad by using products aihic alachihy sl el Badones * Gragter range of needs regarding air quality
«5tricter restrictions on existing will ba dlsturhe:ﬁw ch will hinder the

refrigerants and gas-combustion stable supply of elactricity

heating
Daikin’s Resources

Technology Information People Gloaal RElatisntiy

network with soclety

. ‘high ufpmd;:;:‘:;?g:g; e IS in of environmental solutions Creation of air value
Fusion 20 Themes  *Promotion of energy effidency through #|Jse of anargy management to achieve *Engineering of air environmants that protect

imvertar and other technolonias optimal operation through a systam that paopla's health from air pollutants such as

=Adoption of R-32 and other refrigerants with  integrates air conditionars and their PM2.5 and VOCs
lower global warming potential, peripheral equipment, buildings, and sPursuit of value added in air through, for
davelopment of next-generation renewable energy axample, office anvironments conducive to
refrigerants, adoption of heat-pump heaters  *Recovery and recyding of refrigerants in use high productiity and home environments

= Matarials development, reduction of on the market that improve the quality of sleap

environmantal impact throughout entire
lifecycla from material procurement to
disposal and recycling
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Environmental Vision 2050
We will reduce the greenhouse gas emissions generated throughout the entire lifecycle of our products.

Furthermore, we are committed to creating solutions that link society and customers as we work with
stakeholders to reduce greenhouse gas emissions to net zero.

Using loT and Al, and open innovation attempts, we will meet the world's needs for air solutions by
providing safe and healthy air environments while at the same time contributing to solving global
environmental problems.

Open
Innovation
loT and Al
Through Through
products Daikin solutions
Environmental

Vision 2050
We will provide safe, healthy air

i nggﬂ environments while striving to reduce E\%g:ratian
10T and Al greenhouse gas emissions to loT and Al

net zero.

Through

the power
of air
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Growth Strategy Based on Risks and Opportunities

Future predictions about the sharp increase in demand for space cooling represent an important
opportunity for us because air conditioning is our core business. At the same time, the increase in
electricity consumption and greenhouse gas emissions attributed to air conditioning represents a major
risk to the continuity of the air conditioning business in a society that demands de-carbonization
because climate change is a worldwide issue.

Therefore, in addition to mitigating environmental and climate change impacts by curtailing electricity
consumption and preventing refrigerant leakage, we will develop and spread higher energy-efficient air
conditioners and refrigerants with a lower global warming potential. Daikin will also create new
environmental solutions, such as the efficient utilization of energy tied to buildings. This will enable us
to balance contributions to social issues including climate change with the further growth of our
businesses.

IEA The Future of Cooling Forecast

In May 2018, the International Energy Agency (IEA) released The Future of Cooling. The report looks at
air conditioning and how the rise in its use is driving global energy demand.

According to The Future of Cooling, estimates are for air conditioning demand to rise rapidly and for
energy demand for space cooling to triple by 2050.

I Worldwide Air Conditioner Stock (Number of Units) and Electricity Demand

(100 million units) " Other I Middle East M Mexico  2050: (TWh)
60 * Brazil Indonesia ' India 6,200TWh @ 6,000
50 I China [ United States P

Energy demand for space y - 4,000

cooling to triple by 2050 '
30

2015

20 2,020TWh P 2,000

1990 2000 2010 2020 2030 2040 2050 (vean

Note: Graph figures compiled by Daikin based on IEA The Future of Cooling
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Medium- to Long-Term Strategy toward Achieving Environmental

Vision 2050

Daikin has established a greenhouse gas emissions reduction target after analyzing the future of its
business operations in order to reduce these emissions to net zero while bringing the added value
nature of air to people around the world. With the base year set at 2019, we aim to reduce greenhouse
gas emissions by 30% or more in 2025 and by 50% or more in 2030 compared with emissions without
measures (business as usual (BAU)). Measures to achieve these goals will be implemented under Fusion

Strategic Management Plans.
:.:
Target for reducing greenhouse gas emissions to net zero

Emissions [+ {2 BALl
—#— Net emissiors (emissions [ — contribution o emissions redudions? )

& f[%ﬂ-f'”

e — . =z

Reductions #reugh

and spread of Enewable
Eenengy

(Greerhouee Q@S emissions

i Lero orbelow
L

Contribuiion o
emisio s reductio s

2019 2025 2030 2050
W (Bae year)
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Through products
® lncraase energy efficiency of products

_ ® Development and adoption of

refrigerants with lawer global
warming patential

# Reduction of GHIG throughout the entire
praduct Hecyde including produdion

- Through solutions
energy=fiicent consrudion

® ze energy managemenit to camy
out efficient operation of buidings
with centralized systerms for enengy
efficiency and renewable energy

® Pronisiaon of energy senvices
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Initiatives in the Medium-Term Management Plan for Achieving
Environmental Vision 2050

The three themes of the growth strategy for achieving Environmental Vision 2050 have been
incorporated into the nine key strategy themes of the Fusion 25 Strategic Management Plan. We will
now implement this plan aiming to balance contributions to resolving social issues through business
growth.

FUSION25 Offer new value for the environment and air to realize both contributions to
a sustainable society and Group growth

3 Themes of Growth Strategy

Dalkin will aim to achleve carbon neutrality by 2050. We will contribute to solving environmental issues,

1. Challenge to achieve while at the same time expanding our business, by converting combustion heating to heat-pumps,

carbon neutrality switching to lower GWP* refrigerants and working to recover, reclaim, and destroy refrigerants.

2. Promotion of solutions Dalkin will expand the solutions business directly connected to customers with a focus on customer
business connected with needs by application and market, and contribute to solutions to such Issues as energy conservation and
customers reducing food loss.

Dalkin will utilize its proprietary air-related technologles and products to significantly grow the indoor air

3. Creating value with air quality and ventilation businesses and address the growing need for safe and reliable air.

* GWP stands for global warming potential. This metric examines each greenhouse gas's ability to trap heat in the
atmosphere compared to carbon dioxide.
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Management Strategy and Sustainability

INFORMATION DISCLOSURE BASED ON THE
TCFD FRAMEWORK

For Daikin, climate change represents one important issue affecting its business continuity. In May 2019,
we endorsed the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD),”
which aims to mitigate the risk of instability in financial markets caused by climate change. We reflect
the risks and opportunities posed by climate change in management strategy and risk management. At
the same time, we will disclose progress appropriately and aim for further growth while contributing to
a carbon-free society.

* TCFD was established in 2015 by the Financial Stability Board. It recommends that companies disclose information
about the financial impacts of climate change after evaluating related business risks and opportunities.

Governance

The organization's governance around climate-related risks and opportunities

The Daikin Group's mainstay product of air conditioners is characterized by the large amount of CO,
emissions caused by energy consumption during use. In addition, fluorocarbons used as refrigerants for
air conditioners have an effect on climate change. Recognizing the major impact on climate change
attributed to our business activities, we believe climate change is an issue that largely affects our
medium- to long-term business risks and opportunities.

Based on this, climate change issues are considered an important task to address in order for Daikin to
develop sustainably and fulfill its social responsibilities; thus, they are managed by the CSR Committee.
The CSR Committee was established by the Board of Directors to spearhead the company's corporate
governance. The executive officer in charge of CSR serves as the chairman of the committee, which
deliberates on risks and opportunities, policy on initiatives, and targets related to climate change, as
well as monitors results and progress of initiatives, in addition to making proposals to the President and
CEO, followed by reporting to the Board of Directors.
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Strategy

The actual and potential impacts of climate-related risks and opportunities on the organization's
businesses, strategy and financial planning

We have formulated strategies based on analysis of climate-related scenarios in The Future of Cooling
published by the International Energy Agency in 2018, etc.

Demand for air conditioning is expected to triple from current levels by 2050. As demand increases,
there is a possibility that each country will tighten their energy regulations on air conditioners and
regulations to address refrigerants with a high global warming potential. Excessively strict regulations
could pose a risk for Daikin. On the other hand, appropriate regulations can serve as an opportunity to
expand our business as they push for the spread of products and services with greater environmental
performance, which are our strength.

The popularization of our products and services in emerging countries with particular growth in
demand for air conditioning is considered an effective measure to reduce greenhouse gas emissions
resulting from air conditioners and contribute to our business growth. For this reason, we have reflected
this in business strategies.

We established Environmental Vision 2050 for the final three-year plan of Fusion 20 Strategic
Management Plan. Specifically, by expanding environmentally conscious products and services, we aim
to achieve net zero greenhouse gas emissions throughout the entire lifecycle from our own business
operations by 2050. The targets and measures for 2030 aimed at realizing this goal have been laid out in
Fusion 25 Strategic Management Plan.
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Details of scenario analysis

I Scenarios referenced

o |EA Sustainable Development Scenario

o |IEA Base line Scenario, Current Policies Scenario
e |EA The Future of Cooling

o |EEJ Reference Scenario

I 4-degree scenario with current policies unchanged

e The number of regions requiring air conditioning for day-to-day living will increase due to higher
summer temperatures. In addition, as winter temperatures rise, the number of areas suitable for
heat pump heating with an outside temperature of about -20 degrees or higher will increase.

o Demand for air conditioners will approximately double by 2030 and roughly triple by 2050.

« Demand for air conditioners in non-OECD countries will increase five-fold from 2016 to 2030, but
power generation will only increase by 2.4-fold. (Worldwide power generation will increase 1.4-fold
compared the 1.9-fold increase in air conditioner demand.)

I 2-degree scenario with stricter regulations in each country from decarbonization policy

« The progress of reducing use of refrigerants under the Montreal Protocol will be strictly managed
and regulations could be tightened if the effectiveness is deemed insufficient.

e In addition, countries that today do not have strong regulations will adopt strict energy
conservation policies

I 2-degree and 4-degree scenario

As temperatures rise, the intensity and frequency of extreme weather will increase, which could increase
instances of production shutdowns or postponements due to damages to our own plants or those of
suppliers.
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Risk Management

Process for identifying, assessing and managing climate-related risks

Risks and opportunities related to climate change can originate from the transition toward a
decarbonized society, including stricter regulations, technology advancement, and market shift, as well
as from physical influences, such as acute abnormal weather and chronic temperature increases. We
have categorized the various external environmental changes accompanying climate change as
"transition risks" and "physical risks," assessed their financial impacts as large, medium, and small, and
identified important risks and opportunities.

Every year our business sites around the world identify physical climate-related risks as part of
operational risks. After material risks are identified by the Corporate Ethics and Risk Management
Committee, we examine action policies and response measures.

Product environmental meetings identify transition-based climate-related risks and opportunities at the
time medium-term management plans are formulated and reviewed. After material risks and
opportunities are identified by the CSR Committee, we examine initiatives and response measures. The
initiatives and response measures for identified risks and opportunities are incorporated into the
medium-term management plan and implemented by each business department.

Moreover, climate-related risks are integrated into the company-wide management process as they are
considered to exert large influence on our business strategies. The management status of company-wide
risks is monitored by the Internal Control Committee chaired by the President and CEO and reported to
the Board of Directors.
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I Climate Related Risks and Opportunities and Potential Impacts

Category

Transition

Risks

Physical

Opportunities | Transition

. Potential
o . Probability . )
Impact on Daikin's business financial
ofoccurrence | .
impacts

Stricter regulations on refrigerants

If regulations on refrigerants become too strict,

there is a possibility that existing air High Large
conditioners no longer compliant with these

regulations will become obsolete.

Tight supply and demand for electricity

There is a possibility that the spread of air
conditioners in emerging countries will increase
electricity usage and make it difficult to increase
sales of air conditioners due to electricity
shortages.

High Large

Damage to production bases

There is a possibility that flooding caused by

typhoons could cause our plants to shut down Medium Medium
or stop the supply of parts due to the shutdown

of suppliers.

Stricter regulations on refrigerants

Companies without technologies compliant
with regulations on refrigerants will be weeded
out, resulting in increased sales of air
conditioners using refrigerants with lower
global warming potential, which is our strength

High Large

Stricter regulations on energy efficiency
Companies without technologies compliant
with stricter reqgulations on energy efficiency
will be weeded out, resulting in increased sales
of air conditioners with high energy efficiency,
which is our strength

High Large

Stricter regulations on the use of fossil fuels
Regulations on the use of fossil fuels continue
to become stricter, and since gas-combustion
heaters will be subject to them, there will be an
increase in sales on growing demand for heat-
pump heaters, which is our strength

High Large
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I Identification, evaluation and management process of climate-related risks and opportunities

Information gathering
We gather information on climate-related risks and
opportunities from business bases in each region around
the world.

l

Identification of important risks and opportunities
Information gathered is evaluated, sorted, and analyzed
from the two perspectives of degree of impact on
business and likelihood of occumrence, and used to
identify important climate-related risks and opportuni-
ties for our company.

l

Determination of policy and measures
We formulate policy on initiatives and proposals on
measures for risks and opportunities for deliberation by
the C5R Committee, followed by proposal to the Presi-
dent and CEOQ and reporting to the Board of Directors.

!

Integration into strategies and implementation

Policy on initiatives and measures is reflected in the
medium-term management plan and implemented by
each business division.

Management Strategy and Sustainability

l

Management by the Internal Control System
Climate-related risks are integrated in the compa-
ny-wide risk management process. The Internal Control
Committee chaired by the President and CEO monitors
the management status of company-wide risks and
reparts to the Board of Directors.
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Metrics and Targets

The metrics and targets used to assess and manage relevant climate-related risks and
opportunities

We manage the progress of our environmental activities including actions related to climate change by
including the GHG reduction target following Environmental Vision 2050 in Fusion 25 Strategic
Management Plan and formulating an environmental action plan in conjunction with Fusion Strategic
Management Plan.

1. Scope 3: With the base year set at 2019, we plan to reduce net GHG emissions from our own
business operations by 30% in 2025, 50% in 2030 and achieve net zero emissions in 2050, compared
to a BAU scenario.

2. Scope 1 and 2: Reduce GHG emissions resulting from manufacturing activities of the entire Group by
38% in 2030 compared to 2015.

Related Information

» Environmental Action Plan (Page 123)

» Long-Term Outlook Policy (Environmental Vision 2050) (Page 47)
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Management Strategy and Sustainability

PARTICIPATION IN THE GLOBAL COMPACT

Participation in the Global Compact

Building a System for Unified Group Action
Since 2008, Daikin has endorsed and participated in the Global

Compact.

WE SUPPORT
The Global Compact, proposed by former UN Secretary General Kofi g"i!r"*'* Co
Annan at the World Economic Forum in January 1999, encourages E{’w ‘%&
companies to act as good members of society and aim to realize = . ‘ =

'l

sustainable growth. It also urges participating companies throughout ﬁ ﬁ
the world to support and practice the Ten Principles in the four areas W

of human rights, labor, the environment and anti-corruption.

Based on the environmental philosophy of leading the way to an
environmentally conscious society, Daikin is focused on resolving
environmental issues through business. Further, the Group Conduct
of Guidelines constituting the guideline for each group company's
standards of conduct, reflects the spirit of the Global Compact in
Group management by clarifying details related to respect for
human rights, the elimination of forced and child labor, anti-
corruption and other issues from the perspectives of thorough
transparency, soundness and ethical business activities throughout
the entire value chain.

Management Strategy and Sustainability
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I Ten Principles of the UN Global Compact

Human Rights
1. Businesses should support and respect the protection of internationally proclaimed human
rights; and
2. make sure that they are not complicit in human rights abuses.

Labour Standards
3. Businesses should uphold the freedom of association and the effective recognition of the right
to collective bargaining;
4. the elimination of all forms of forced and compulsory labour;
5. the effective abolition of child labour; and
6. the elimination of discrimination in respect of employment and occupation.

Environment
7. Businesses should support a precautionary approach to environmental challenges;
8. undertake initiatives to promote greater environmental responsibility; and
9. encourage the development and diffusion of environmentally friendly technologies.

Anti-Corruption
10. Businesses should work against corruption in all its forms, including extortion and bribery.
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CSR Management

4

4

» CSR Philosophy s Key Themes of CSR and

Management Strategy
(Page 64) (Page 88)
Daikin recognizes that Daikin reflects key CSR themes it
implementing Our Group has identified into the material
Philosophy and People-Centered issues facing the company to
Management will lead to define its efforts.

sustainable growth and
development.

» CSR Action Plan 2020
(Page 98)
Daikin has established KPI for
fiscal 2020 covering nine key CSR

themes, which the entire Daikin
Group has worked toward.

CSR Management

» CSR Management Structure

(Page 95)

Daikin promotes CSR
comprehensively and cross-
functionally across the entire
Daikin Group.
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CSR Management

CSR PHILOSOPHY

Basic Management Policy of the Daikin Group

Our Group Philosophy and People-Centered
Management

Our Group Philosophy is the basis for all action
aimed at becoming a corporate group that is
trusted by customers worldwide, and that instills
pride in Daikin employees around the globe.
Daikin's People-Centered Management,
meanwhile, is based on the belief that employee
growth generates corporate growth and is
implemented with the goal of creating a
workplace where employees can use their talents
to the fullest.

The Daikin Group believes that if both employees
and company executives put Our Group
Philosophy and People-Centered Management
into practice, then we can achieve sustainable
development and growth.

CSR Management

Corporate Policies

1. Absolute Credibility
2. Enterprising Management
3. Harmonious Personal Relations

Our Group
Philosophy

The basis for the
shared thoughts
and actions of
all employees

People-Centered
Management
The curmulative
growth of all Group
members serves as the
foundation for the
Group's development
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Our Group Philosophy

I Our Group Philosophy

. Create New Value by Anticipating the Future Needs of Customers

. Contribute to Society with World-Leading Technologies

. Realize Future Dreams by Maximizing Corporate Value

. Think and Act Globally

. Be a Flexible and Dynamic Group

. Be a Company that Leads in Applying Environmentally Friendly Practices

. With Our Relationship with Society in Mind, Take Action and Earn Society's Trust

. The Pride and Enthusiasm of Each Employee Are the Driving Forces of Our Group

. Be Recognized Worldwide by Optimally Managing the Organization and its Human Resources,
under Our Fast & Flat Management System

. An Atmosphere of Freedom, Boldness, and "Best Practice, Our Way"

O 00 N O UT &~ WIN =

—_
o

» OUR GROUP PHILOSOPHY (ABOUT DAIKIN) &3
(https://www.daikin.com/corporate/overview/philosophy/)

How We View CSR

1. Through the strict implementation of Our Group Philosophy, the Daikin Group will fulfill its social
responsibilities worldwide in all facets of relationships with stakeholders, thereby raising corporate
value and contributing to the sustainable development of society.

2. Based upon thorough observance of legal compliance and corporate ethics, the Daikin Group will
focus on contributing to society through its business activities. As a good corporate citizen, we will
be highly sensitive to the needs of each world region in carrying out our social contribution
activities.

3. We will incorporate CSR into business activities so that CSR and our business are integrally
intertwined in an ongoing synergy that contributes to better business performance.

4. We will carry out CSR activities through open, two-way communication with society and always
ensure that we are accountable for, and transparent in, our actions.
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Key CSR Themes

When we formulated Fusion 20 in fiscal 2015, we revised the importance (materiality) of various efforts
to the Daikin Group, and as a result came up with four key CSR themes—the environment, new value
creation, customer satisfaction, and human resources—as ways to carry out CSR for value provision.

We also established five CSR themes fundamental to our business activities: corporate governance,
respect for human rights, supply chain management, stakeholder engagement, and communities.

CSR for value provision Fundamental CSR

o Corporate

We provide healthy ) governance
. e Environment .
and comfortable air We respond to societal » Respect for human
. e New value )
environments for , demands for greater rights
creation .
people around the transparency and more | ¢ Supply chain
. e Customer .
world while at the i . open business management
. . satisfaction .
same time reducing practices. » Stakeholder
. . e Human resources
environmental impact. engagement

¢ Communities

For key CSR themes up until fiscal 2015, see the following page.

» "History of CSR Activities" (CSR Management) (Page 96)
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Group Conduct Guidelines

Daikin's Group Conduct Guidelines define the fundamental corporate ethics and compliance that each
and every officer and employee of all Group companies around the world must follow in conducting
businesses globally.

Each Group company globally then establishes their specific codes of conduct in accordance with the
laws and customs of each country and region. In this manner, we comprehensively promote best
practices in corporate ethics and compliance.

I Group Conduct Guidelines

Note: The specific guidelines apply to Daikin Industries, Ltd. and its Group companies in Japan only.

1. Providing Safe, High Quality Products and Services
We shall make every effort to ensure the safety and quality of our products and services from
the standpoint of our customers. Should a problem occur regarding safety, we shall
immediately take appropriate action.
» Specific Guidelines

(Page 70)
2. Free Competition and Fair Trading

We shall observe all applicable laws and regulations relating to fair competition and fair
trade of each country and region, including antimonopoly laws. Furthermore, we shall
conduct fair sales and procurement activities based on proper corporate ethics and in
accordance with sound business practices and social norms.

» Specific Guidelines

(Page 71)
3. Observing Trade Control Laws

We shall not participate in any transactions that may undermine the maintenance of global
peace and security and world order. We shall always act in compliance with all applicable
export- and import-related laws and regulations of each country and region, as well as the
Daikin Group Security Trade Control Policy, which relates to foreign trade control.

» Specific Guidelines

(Page 72)
4. Respect and Protection of Intellectual Property Rights

Recognizing that intellectual property rights are important company assets, we shall strive to
protect and maintain our intellectual property rights and effectively utilize them.
Furthermore, we shall respect and make every effort not to infringe upon the intellectual
property rights of other companies.

» Specific Guidelines

(Page 73)
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5.

10.

CSR Management

Proper Management and Utilization of Information
We shall properly manage and effectively utilize the confidential information of our
company, the confidential information obtained from other companies, and the personal
information of our customers and employees and shall not obtain any information through
improper means. We shall thoroughly execute IT security management for our computer
systems and the data-resources saved on them.

» Specific Guidelines

(Page 74)

. Prohibition of Insider Trading

To maintain the trust of the securities market, we shall not use non-public information about
the Daikin Group or other companies to buy or sell stocks or other securities (insider trading).
» Specific Guidelines

(Page 76)

. Timely and Appropriate Disclosure of Corporate Information

Aiming to be an "open company" with high transparency and earn the respect of society, we
shall actively convey corporate information in a timely fashion not only to shareholders and
investors but also to a wide spectrum of society, and engage in two-way communication.
» Specific Guidelines
(Page 77)

. Preservation of the Global Environment

We shall observe all applicable environmental laws and regulations of each country and
region and practice initiatives that preserve the global environment in all aspects of our
business operations, including product development, manufacturing, sales, distribution, and
services. Also, each and every one of us shall deepen our knowledge of environmental issues,
reduce the environmental load in the workplace and at home, and strive toward biodiversity
conservation.
» Specific Guidelines
(Page 78)

. Ensuring the Safety of Operations

We shall take all possible precautions for safe operations and act with a mindset of "Safety
First" to ensure the safety of the workplace and further gain the trust of people in the
regions we serve.

» Specific Guidelines

(Page 79)

Respect for Human Rights and Diversity and Observance of Labor Laws
We shall respect the human rights of each and every employee and shall not engage in
conduct that discriminates on the basis of nationality, race, ethnicity, religion, color of skin,
age, gender, sexual orientation, or disability. Diversity in individual values is enthusiastically
accepted, and we shall work to make the unique talents and abilities of each and every
person the driving force of the organization. We shall also observe both the letter and spirit
of all labor laws and regulations of each country and region, and under no circumstances
shall we sanction the labor of underage employees, minors who do not meet the minimum
legal age requirements (child labor), or labor performed under compulsion or against a
person's will (forced labor).

» Specific Guidelines

(Page 80)
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11.

12.

13.

14.

15.

16.

CSR Management

Protection of Company Assets
We shall properly manage the tangible and intangible assets of our company to protect and
utilize effectively these assets.

» Specific Guidelines

(Page 82)
Proper Handling of Accounting Procedures

We shall comply with all accounting standards and tax laws of each country and region as
well as internal company rules in properly performing accounting procedures.
» Specific Guidelines

(Page 83)
Practicing Moderation in Entertainment and Gift Exchanges

We shall exercise moderation and perform within the acceptable range of social norms and
obey the laws and regulations of each country and region in regards to entertainment, the
exchange of presents, and invitations relating to the development of our global business. In
particular, we shall not entertain, provide gifts of monetary value to, or extend invitations to
public officials in Japan or abroad that violate the applicable laws and regulations in each
respective country and region.

» Specific Guidelines

(Page 84)
Maintaining a Firm Attitude against Anti-social Activities

We shall take a firm attitude against anti-social force or organization that threatens the
safety and order of the citizens of society.
» Specific Guidelines

(Page 85)
Relationship with Society

We aim to be a good corporate citizen that is trusted by society and we shall do our best to
act with humility and modesty while at the same time having self-awareness and taking pride
in our actions. Moreover, we shall participate in social contribution activities centered on
environmental conservation, education support, and cooperation with the local community.

» Specific Guidelines

(Page 86)
Observing Each Category of Industry Law and Regulation
We shall accurately comprehend and observe all business laws and regulations of each
country and region applicable to our business activities.
» Specific Guidelines
(Page 87)
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Group Conduct Guidelines

1. PROVIDING SAFE, HIGH QUALITY PRODUCTS
AND SERVICES

We shall make every effort to ensure the safety and quality of our products and services from the
standpoint of our customers. Should a problem occur regarding safety, we shall immediately take
appropriate action.

I Specific Guidelines

1. Ensuring the safety of our products and services

1. We shall observe all applicable laws and safety standards in Japan and overseas related to the
safety of our products and services.

2. We shall establish a quality management system and execute measures to maintain product
safety and high quality assurance in all processes extending from product design to production,
sales, and after sales service.

3. We shall display appropriate, easy-to-understand instructions and warnings on products and in
instruction manuals to ensure the safe use of our products by our customers.

4. We shall rapidly ascertain information related to the safety and quality of products and services
in the marketplace and implement appropriate measures from the standpoint of the customer.
At the same time, we will provide accurate feedback to personnel within our company in order
to offer products and services with even greater safety and high quality.

5. We shall provide outstanding products, systems, and services that fully satisfy and meet the
needs of customers

2. Providing immediate and appropriate response to any problem relating to safety

1. We shall actively collect information from our customers concerning accidents involving Daikin
products and quickly report this information to our executive management while providing
customers with suitable information.

2. In the unlikely event of a safety problem occurring in the use our product, our first and primary
concern shall be for the safety of our customers, and we shall take immediate actions to
minimize and prevent the occurrence of a serious accident. Actions to be taken immediately
shall include repairing or replacing the product in question, announcing the problem through
the appropriate media channels, and submitting a statutory report on the problem to the
relevant authorities. All relevant people outside the company, including sales personnel, will be
informed of the situation.
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Group Conduct Guidelines

2. FREE COMPETITION AND FAIR TRADING

We shall observe all applicable laws and regulations relating to fair competition and fair trade of
each country and region, including antimonopoly laws. Furthermore, we shall conduct fair sales
and procurement activities based on proper corporate ethics and in accordance with sound
business practices and social norms.

I Specific Guidelines

1. Observance of the Anti-Monopoly Act

1. To ensure free competition, we shall not enter into agreements with our competitors in any
country to predetermine pricing, production and sales quantity, production and sales models,
business partners, sales territory, date of product launch, or similar anti-competitive action.

2. In the case of tendered bids and quotations, we shall not enter into any agreements with our
competitors to predetermine bid price or bid recipient.

3. We shall not set the resale prices of Daikin products sold by dealers, nor shall we set the listed
price in promotional campaigns or in retail stores.

4. We shall not unfairly inhibit our dealers from selling other companies' products, nor shall we
restrict their sales territories, sales routes, purchase routes, or take any similar action in
violation of the Anti-Monopoly Act or other fair-trade laws.

2. Observance of Act against Unjustifiable Premiums and Misleading Representations
1. When indicating quality, performance, place or origin, terms and conditions and other matters
related to our products and services, we shall use accurate and appropriate expressions to
ensure that our products and services are not misrepresented to our customers.
2. Any and all premiums (giveaways, discounts, etc.) given in connection with our sales
transactions shall fully comply with the Act against Unjustifiable Premiums and Misleading
Representations.

3. Strict Observance of Procurement Rules and the Subcontract Act

1. When selecting suppliers, we shall widely open our door to companies worldwide to provide
fair and equal business opportunities. In addition, we shall grow together with our suppliers,
maintaining friendly yet tense competitive relations so that we can develop our business
together with our suppliers.

2. We shall promote the understanding and cooperation of our suppliers in our Group to strive
together in legal compliance, respect for human rights, preservation of the environment, and
contribution to the development of a sustainable society.

3. We shall strictly observe the Subcontract Act (Act against Delay in Payment of Subcontract
Proceeds, Etc. to Subcontractors) in regard to transactions with our suppliers as we follow
sound business and work to protect our business partners.
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Group Conduct Guidelines

3. OBSERVING TRADE CONTROL LAWS

We shall not participate in any transactions that may undermine the maintenance of global peace
and security and world order. We shall always act in compliance with all applicable export- and
import-related laws and regulations of each country and region, as well as the Daikin Group
Security Trade Control Policy, which relates to foreign trade control.

I Specific Guidelines

1. Ensuring thorough Security Export Control

1. We shall observe the Security Export Control Regulations and U.S. overseas application of the
U.S. Export Administration Regulations governing trade laws from a standpoint of support for
non-proliferation of weapons of mass destruction, deterrence to the excessive buildup of
conventional weapons, and absolute avoidance of any possible involvement in or assistance to
terrorist activities.

2. We shall sufficiently verify the user and intended use of transactions involving exports by being
attentive to the international situation and not engage in any trade that conflicts with our
social responsibility as a global company.

3. We shall draft and observe regulations within the company (compliance program) relating to
Security Export Control based on the Group trade control policy.

2. Observing trade control laws and regulations
We shall observe all related laws and regulations not covered in the above-mentioned Security
Trade Control that concern the importing or exporting of products, including the Foreign Exchange
and Foreign Trade Control Law and the Customs Law.
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Group Conduct Guidelines

4. RESPECT AND PROTECTION OF INTELLECTUAL
PROPERTY RIGHTS

Recognizing that intellectual property rights are important company assets, we shall strive to
protect and maintain our intellectual property rights and effectively utilize them. Furthermore,
we shall respect, and make every effort not to infringe upon, the intellectual property rights of
other companies.

I Specific Guidelines

1. Acquiring, protecting, and utilizing intellectual property rights

1. Recognizing that intellectual property is an important company asset and a strength of the
Daikin Group, we shall properly maintain, manage, and protect our intellectual property rights
while utilizing them effectively.

2. Being conscious that our company products and technology are globally developed, we shall
actively acquire intellectual property rights worldwide, such as patents that are results of
advanced, creative research and development, and endeavor to protect our intellectual
property rights through the entire global Group.

3. We shall assemble information concerning intellectual property rights generated from all
Group companies, including overseas companies, as we strive to fully understand and utilize
intellectual property rights management as a Group.

4. We shall appropriately execute our rights in regards to infringement by third parties.

2. Respecting the intellectual property rights of other companies
1. When developing new products and technology, we shall confirm from a global standpoint that
we are not infringing on the intellectual property rights of others.
2. In the legal licensing of intellectual property rights from other companies, we shall observe the
scope of use specified in the contract when using those property rights.

3. Prohibiting the copying of other companies' products
In the interests of fair competition, we shall not imitate the products of any other companies during
the development, manufacture, or sale of our products.
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Group Conduct Guidelines

5. PROPER MANAGEMENT AND UTILIZATION OF
INFORMATION

We shall properly manage and effectively utilize the confidential information of our company, the
confidential information obtained from other companies, and the personal information of our
customers and employees, and we shall not obtain any information through improper means. We
shall thoroughly execute IT security management for our computer systems and the data-
resources saved on them.

I Specific Guidelines

1. Properly managing and utilizing confidential information

1. We shall properly manage and utilize the confidential information of our company by defining
and indicating confidential information, limiting access to it, and enacting security measures to
prevent the leaks of confidential information outside the company.

2. Should the disclosure of confidential information of our company become necessary, we shall
determine the disclosure method, the scope of the confidential information to be disclosed,
and other matters after thorough consideration. Moreover, we shall conclude a confidentiality
agreement so that confidential information is not disclosed to third parties.

3. Individuals with access to confidential information during their tenure with our company shall
neither use nor disclose this information to third parties without the company's permission
even after leaving the company.

2. Fairly obtaining and properly using confidential information of other companies
1. When obtaining confidential information of other companies, we shall acquire this information
by proper methods from a person with authority to disclose it.
2. Upon acquiring confidential information from another company, we shall confine our use to
the scope specified in the confidentially agreement and shall properly manage the information
as if we were handling the confidential information of our own company.

3. Properly handling personal information

1. When acquiring personal information, we shall indicate the purpose for using the information
to the individual person and restrict our use to this purpose. Additionally, when personal
information is mutually shared among companies of the Group, we shall specify the scope of
user access, items for use, and purpose of use to the individuals directly or through our
homepage.

2. We shall do everything possible to prevent the leak of personal information that is entrusted to
us from our customers, business partners, and employees.

3. We shall take the appropriate measures regarding requests by individuals for us to disclose,
correct or delete their respective personal information in the data stored in our database.

CSR Management -74 -



4. Managing information systems appropriately
1. We shall thoroughly implement IT security management according to IT security guidelines to
protect and appropriately use the Daikin IT system (computer systems, network and as
information property kept within the computer systems).
2. We shall always be on guard for cyber attacks such as computer viruses from outside.
Furthermore, even if by chance we are attacked, we will act in accordance to the IT security in
order to protect against actual damage from viruses.
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Group Conduct Guidelines

6. PROHIBITION OF INSIDER TRADING

To maintain the trust of shareholders and investors, we shall not use non-public information
about the Daikin Group or other companies to buy or sell stocks or other securities (insider
trading).

I Specific Guidelines

1. Prohibiting trading on inside information of our Group
When material information is gained regarding our Group (non-public information that may affect
investment decisions), we shall take procedures according to "Internal company regulations for the
prevention of insider trading" and shall neither disclose the information to any other person nor
shall we buy or sell Daikin stocks until such data has been disclosed to the public.

2. Prohibiting trading on inside information of other companies
Even in the event that material information regarding customers or other companies (listed
companies, OTC-traded companies and the like) is obtained, we shall not disclose the information
to any other person until such information has been disclosed to the public. Moreover, we shall
neither buy nor sell shares of the company in question with the purpose of profiting from the inside
information.

3. Prohibiting leaks of material facts
When material facts of Daikin, Group companies, or other companies (listed companies) are known,
we shall strictly manage that information to prevent leaks to third parties prior to public
announcement that can be used for the purpose of insider trading. We shall not convey that
information to parties outside those who need it to perform work.

4. Prohibiting the short-term buying and selling of stock by Daikin company officers
In addition to the above, company directors, auditors, executive and associate officers must observe
"Internal regulations for the prevention of insider trading" by not selling stock within six (6)
months of purchase and not buying stock within six (6) months of selling stock.
Furthermore, in the case of buying or selling Daikin stock, officers must follow the Financial
Instrument and Exchange Law and promptly report to the Financial Services Agency.
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Group Conduct Guidelines

7. TIMELY AND APPROPRIATE DISCLOSURE OF
CORPORATE INFORMATION

In order to be an "open company" with high transparency and earn the respect of society, we
shall actively convey corporate information in a timely fashion ,not only to shareholders and
investors but also to a wide spectrum of society, and engage in two-way communication.

I Specific Guidelines

1. Establishing a reliable, transparent, and "open company"
We shall actively provide information on our corporate activities to all persons and entities having
vested interests in our Group such as stockholders, investors, customers, and vendors. Additionally,
when receiving their opinions on our Group, we shall consider their opinions and reflect them in
our corporate activities so that we can be a reliable, transparent, and "open company" society at
large.

2. Timely and appropriate disclosure of investor information

1. We shall disclose investor information (securities reports, etc.,) to our stockholders, investors,
and others in accordance with the laws and regulations. In addition, we shall proactively,
appropriately, and in a timely manner disclose valuable and reliable information on our
management philosophy, management strategy, business plans, etc., so that our stockholders,
investors, and others gain a full understanding of our enterprise management.

2. The Information Disclosure Committee shall determine the validity and appropriateness
regarding disclosure of particularly important information with the aim of providing even
greater accountability.
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Group Conduct Guidelines

8

. PRESERVATION OF THE GLOBAL

ENVIRONMENT

We shall observe all applicable environmental laws and regulations of each country and region
and practice initiatives that preserve the global environment in all aspects of our business
operations, including product development, manufacturing, sales, distribution, and services. Also,
each and every one of us shall deepen our knowledge of environmental issues, reduce the
environmental load in the workplace and at home, and strive toward biodiversity conservation.

I Specific Guidelines

1.

Observing environmental laws and regulations
In the execution of our business activities, we shall observe environmental laws and regulations of
and work to reduce the environmental load and prevent environmental pollution.

. Employing activities for the protection of the environment in the workplace
The Group shall be united in the promotion of environmental activities. All employees shall have
the same awareness and engage in environmental activities in all aspects of our business operations
including procurement, manufacturing, distribution, sales, and after-sales service in cooperation
with our suppliers and other business partners.

. Product development and technological innovation contributing to environmental preservation
We shall promote product development and technological innovation excelling in environmental
performance with a firm, quantitative understanding from the planning and design stages in
product development of the impact our business has on the environment. Furthermore we shall
work to accelerate widespread adoption on a global basis for these products and technologies with
high environmental performance.

. Environmental communication

We shall honestly and fairly disclose information relating to the environment such as our initiatives
and results for preservation of the environment. Furthermore, we shall utilize the outside
knowledge receive through such means as two-way dialogue with stakeholders in our initiatives.

. Promoting of activities for environmental preservation by each employee in the workplace and at

home

We shall contribute to local communities and society by increasing environmental knowledge and
awareness through environmental education and volunteer activities, reduce environmental load
with energy savings and resource conservation in the workplace and at home, and tackle initiatives
for biodiversity conservation that protect nature and recycle.
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Group Conduct Guidelines

9. ENSURING THE SAFETY OF OPERATIONS

We shall take all possible precautions for safe operations and act with a mindset of "Safety First"
to ensure the safety of the workplace and further gain the trust of people in the regions we serve.

I Specific Guidelines

1. Observance of safety-related laws and regulations and internal company safety policies together
with greater safety awareness and a higher level of safety
Safety-related laws and regulations and internal company safety rules are established in response to
experience and past failures. It is therefore critical that we observe these policies in the interests of
safety.
We shall constantly review internal company safety rules for optimal content and strictly observe
these rules as well as all safety-related laws and regulations in order to make every effort to raise
the level of safety.
Furthermore, it is necessary that each and every one of us maintain a high awareness for safety as a
fundamental premise for ensuring safety. We shall work to increase safety awareness through
safety education including hands-on, practical safety training and improve the level of safety.

2. Execution of precautions based on the likelihood of danger
To ensure operation safety, it is extremely important to infer the sources of hazards prior to an
accident or disaster occurring and prepare for them.
Together with practicing danger prediction activities, we shall examine danger factors in the
workplace according to risk assessment and work to create a "zero danger" workplace by drafting
countermeasures and practicing PDCA in their execution.

3. Taking immediate action at the occurrence of an accident or disaster
1. In the event that an accident or disaster occurs, we shall rescue the victims and prevent the
spread of the accident or disaster. If necessary, we shall immediately issue an evacuation order
to the neighborhood and shall guide members of the community to safety.
2. Also, together with planning beforehand the steps to take for business continuation such as
early restoration of facilities damaged by the accident or disaster, we shall constantly train and
make every effort in preparation for all types of emergency situations to minimize their impact.
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Group Conduct Guidelines

10. RESPECT FOR HUMAN RIGHTS AND
DIVERSITY AND OBSERVANCE OF LABOR LAWS

We shall respect the human rights of each and every employee and shall not engage in conduct
that discriminates on the basis of nationality, race, ethnicity, religion, color of skin, age, gender,
sexual orientation, or disability. Diversity in individual values is enthusiastically accepted, and we
shall work to make the unique talents and abilities of each and every person the driving force of
the organization. We shall also observe both the letter and spirit of all labor laws and regulations
of each country and region, and under no circumstances shall we sanction the labor of underage
employees, minors who do not meet the minimum legal age requirements (child labor), or labor
performed under compulsion or against a person's will (forced labor).

* Human rights are the minimum rights necessary for human beings to live in happiness and are those rights to which
each living person is entitled and no one can infringe upon.

| Specific Guidelines

1. Respecting human rights
We shall respect the human rights of each and every employee without regard to nationality, race,
ethnicity, religion, color of skin, age, gender, sexual orientation, or disability. We shall cooperate
with each other to ensure a pleasant working environment and good human relations in the
workplace, and make every effort to create a fair and positive workplace. There shall be no
harassment including sexual or power harassment as well as harassment relating to pregnancy,
childbirth, or childcare leave. Furthermore, we shall respect the human rights of people outside the
company including our business partners and various stakeholders.

2. Respecting diversity
We shall draw together the strength we possess by respecting diversity in values and acting in
harmony through mutually acceptance of our respective differences. We shall enhance the
individuality and abilities of each and every person to become the strength of the team and aim to
be a group that generates one innovation after another at all workplaces.

3. Observance of laws and regulations relating to labor practices
We shall thoroughly comply with all labor laws and regulations (Labor Standards Law, the Industrial
Safety and Health Law, the Labor Union Law, the Worker Dispatch Law, etc.,) and promote a
relationship where "the company and the individuals who work there are drawn together by
mutual preference" to create a foundation where each and every employee can work with
enthusiasm.
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4. Ensuring workplace health and safety
We shall first ensure the health and safety of our workplaces so that all employees can work safely
by creating a good work environment that prevents disasters through the daily inspection of
workplaces for causes of disasters and the implementation of disaster prevention measures.

5. Instilling pride in all Daikin employees
Before taking any action, we shall remain aware of our social responsibility as Daikin employees.
We shall not commit any anti-social or illegal acts, and shall not allow any other persons to commit
such acts. In addition, we shall observe our working regulations and internal company policies and
shall not commit any dishonest or unfaithful acts. Moreover, we shall maintain internal order and
public morals and shall work diligently and with sincerity.
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Group Conduct Guidelines

11. PROTECTION OF COMPANY ASSETS

We shall properly manage the tangible and intangible assets of our company to protect and
effectively utilize these assets.

I Specific Guidelines

1. Using corporate assets only for business purposes
We shall properly manage the tangible and intangible assets of our company to protect and
effectively utilize these assets.

2. Protecting corporate assets
We shall enact protective measures for corporate assets (such as daily disaster-prevention activities)
and always handle the assets with care to prevent their loss, damage, or theft.
In addition, we shall make every effort for appropriate credit management to limit exposure and
prevent the occurrence of uncollectible debts.

3. Managing corporate assets properly
When managing our corporate assets (real estate, securities, etc.,), we shall avoid speculative
trading.

4. Concluding appropriate contracts
Before concluding an agreement, we shall thoroughly examine the contractual terms of the
agreement to ensure that our rights are secured and that we avoid assuming unreasonable
obligations. In addition, we shall fulfill the terms of the agreements we have concluded.
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Group Conduct Guidelines

12. PROPER HANDLING OF ACCOUNTING
PROCEDURES

We shall comply with all accounting standards and tax laws of each country and region as well as
internal company rules in properly performing accounting procedures.

I Specific Guidelines

1. Paying expenses properly
When paying expenses, we shall observe our internal company rules and adopt a system of multiple
checks (checking by two or more people) so that we can avoid improper or unfair expense
payments.

2. Ensuring appropriate accounting
We shall observe appropriate accounting standards based on the generally accepted accounting
principles to ensure the accuracy of our accounting and financial data. Likewise, we shall build and
maintain an appropriate internal control system to ensure the accuracy of financial reporting.

3. Observance of tax laws
1. We shall pay taxes in accordance with relevant tax laws.
2. For cross border transactions, including those transactions involving companies of the global
Group, we shall carefully check the tax laws of the relevant country as well as those tax laws in
Japan.
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Group Conduct Guidelines

13. PRACTICING MODERATION IN

ENTERTAINMENT, GIFT EXCHANGES, AND
INVITATIONS

We shall exercise moderation and perform within the acceptable range of social norms and obey
the laws and regulations of each country and region in regards to entertainment, the exchange of
presents, and invitations relating to the development of our global business. In particular, we shall
not entertain, provide gifts of monetary value to, or extend invitations to public officials in Japan
or abroad that violate the applicable laws and regulations in each respective country and region.

I Specific Guidelines

1. Maintaining sound and transparent relationships with government and municipal offices
1. We shall not provide entertainment, the exchange of presents, or invitations to any public
servants in government offices in accordance to such laws as the National Public Service Ethics
Act.
2. In the expansion of global business, we shall not provide entertainment, the exchange of
presents, or invitations to any public servants in overseas government offices that are
prohibited by national or regional laws and regulations.

2. Observance of Political Funds Control Law and Public Offices Election Law
Before making a political donation or contribution, whether it be to a candidate or a political party,
we shall thoroughly study and uphold the Political Funds Control Law and Public Offices Election
Law, and we shall follow the corresponding procedures specified by our company.

3. Practicing moderation in entertainment and gift exchanges with business partners
In regard to entertainment, the exchange of gifts, and invitations for customers or business
partners, we shall comply with the laws and regulations relating to each country and region and
seek moderation appropriate to the standards of society in maintaining sound business practices.

CSR Management -84 -



Group Conduct Guidelines

14. MAINTAINING A FIRM ATTITUDE AGAINST
ANTI-SOCIAL ACTIVITIES

We shall take a firm attitude against anti-social forces and organizations that threaten the safety
and order of citizens.

I Specific Guidelines

1. Prohibiting the giving of material benefits to any person regarding the exercise of
shareholders'rights
We shall not give material benefits to any person regarding the exercise of shareholder's rights.

2. Prohibiting dealings with anti-social forces and organizations
1. We shall have no dealings that serve as supporting or providing illegal profit to any anti-social
forces or organizations.
2. We shall not enlist the support of anti-social forces or organizations in pursuit of business
activities.

3. Instituting zero tolerance of anti-social forces and organizations

1. We shall not meet any unjustified or unreasonable demands of any criminal groups or
organizations.

2. If contacted by an anti-social force or organization, we shall handle the matter on an
organizational basis, not an individual basis. Moreover, we shall regularly work to build a
specific link between law enforcement officers and outside specialists such as lawyers, and in
the case of an emergency we shall take appropriate measures through both civil and criminal
legal channels in cooperation with outside specialists.
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Group Conduct Guidelines

15. RELATIONSHIP WITH SOCIETY

We aim to be a good corporate citizen that is trusted by society and we shall do our best to act
with humility and modesty while at the same time having self-awareness and taking pride in our
actions. Moreover, we shall participate in social contribution activities centered on environmental
conservation, education support, and cooperation with the local community.

I Specific Guidelines

1. Role as good corporate citizen
We shall always maintain awareness of our role as a member of the Daikin Group, both inside and
outside the company, and take action with humility and modesty in activities that are honorable
and considerate of the local community. The sum total of this conduct by each and every one of us
will gain the trust of society and lead Daikin to becoming a good corporate citizen.

2. Promotion of social contribution activities
While fostering and promoting strong bonds with society centered on environmental conservation,
education support, and cooperation with the local community, the Daikin Group freely participates
and plays an active role in social contribution activities that benefit the community with the goal of
realizing an affluent, sustainability developing society.
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Group Conduct Guidelines

16. OBSERVING EACH CATEGORY OF INDUSTRY
LAW AND REGULATION

We shall accurately interpret and observe all applicable laws and regulations of each country and
region in which our businesses participate.

I Specific Guidelines

The various divisions and departments within Daikin cover a wide range of industries and must comply
with a variety of laws and regulations related to our business activities. These laws and regulations are
sometimes revised and new laws and regulations may also be enacted.

Recognizing this, we shall therefore examine and comprehend these laws and regulations and take the
actions specified, such as obtaining permission or approval, reporting to the authorities concerned,
observing standards, undertaking periodic inspections, and preparing and storing records.
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CSR Management

KEY THEMES OF CSR AND MANAGEMENT
STRATEGY

Daikin has reflected the changes in external environment and the key themes of CSR identified by the
CSR Committee with an eye toward 2030 in the key strategy themes of the Fusion 25 Strategic
Management Plan (materiality of management) ending in 2025.

Understanding Stakeholder Concerns and Impacts

One important judgment criterion in analyzing materiality is stakeholder concerns and impacts. To fully
understand this, Daikin follows international frameworks toward solving society's challenges (global
risks), and it takes into account stakeholder assessments of Daikin and the wishes and opinions that
stakeholders have expressed in dialogue with Daikin.

o Extreme weather events and temperatures

o Natural disasters

e Failures of climate change mitigation and adaptation
Society's challenges o Loss of biodiversity
(Global risks) e Pandemics

o Natural resource crises

Note: World Economic Forum Global Risks Perception Survey 2020

o Sustainable Development Goals (SDGs)
e Paris Agreement to the UN Framework Convention on Climate Change

« Kigali Amendment” to the Montreal Protocol
International frameworks ¢ UN Global Compact (UNGC)

* International agreement to phase down the global warming impact (CO,

equivalent) of HFCs.

ESG assessment Dialogue with stakeholders
Assessments of Daikin, stakeholder
dialogue

o Briefings for shareholders and investors
o Air Conditioner Forums
o Dialogue with international organizations, NPOs, NGOs, etc.

o Worldwide electricity demand for space cooling will triple by 2050
o Acceleration in the decarbonization movement
Important Elements Affecting Daikin =« Growing physical risks such as extreme weather events and risk of
resource depletion
« Growing need for safe and reliable air environments
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Assessing the Impact of Our Business on Society throughout the
Entire Value Chain

Sales,

. Development, Transportation, ,AEEI'—SEIIESSH\“EEE.
Procurement Design Manufacturing Installation Recovery, Recycling
" 3 W - Mg e

Business Activity Foundation

Relationship with Society v

B Environmental B Social @ Governance

Procurement

Impacts of our business and expectations of Efforts of significant materiality
Daikin

B Response to climate change
Throughout our worldwide supply chain: B Supply chain management

B Respect for human rights
o Respond to various procurement risks

involving quality control, labor practices, and
environmental protection

Development, Design

Impacts of our business and expectations of Efforts of significant materiality
Daikin ]
B Response to climate change
At our R&D bases around the world: B Prevent air and water pollution
B Provide safe and reliable air environments
 Engage in R&D that strikes a balance B Increase the valued-added nature of air
between growing air conditioning demand B Create innovation through co-creation

and decarbonization of society

e Contribute to solutions to social issues such
as water shortages, air pollution, and
infectious diseases
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Manufacturing

Impacts of our business and expectations of
Daikin

At our production bases around the world:

« Increase production efficiency while
increasing manufacturing quality

« Mitigate environmental impacts, such as
reduce energy and resource usage or prevent
pollution

& e

ll I .

Sales, Transportation, Installation

Efforts of significant materiality

B Response to climate change

B Prevent air and water pollution

B Provide safe and reliable air environments
B Increase the valued-added nature of air

B Create innovation through co-creation

Impacts of our business and expectations of
Daikin

At our distributors around the world:

« Market products with a lower environmental
impact

» Provide training on installation and
maintenance techniques

CSR Management

Efforts of significant materiality

B Response to climate change
B Quality and customer satisfaction
B Anti-corruption
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Impacts of our business and expectations of
Daikin

At our customers around the world:

* Reduce CO, emissions from electricity
consumption

e Prevent heatstroke and increase productivity
with air conditioning

» Provide a safe and reliable air environment
using ventilation, air purification, and
filtration

Efforts of significant materiality

B Response to climate change

B Prevent air and water pollution
B Quality and customer satisfaction
B Information security

After-sales Service, Recovery, Recycling

Impacts of our business and expectations of
Daikin

At maintenance providers around the world:

» Provide high quality after-sales services

» Recycle air conditioners

» Establish a circular ecosystem of refrigerants
through recovery and reclamation

CSR Management

Efforts of significant materiality

B Response to climate change
B Response to resource recycling
B Quality and customer satisfaction
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Business Activity Foundation

Impacts of our business and expectations of
Daikin

For sustainable growth:

» Develop human resources to lead our
business activities

» Promote compliance

» Strengthen governance and risk
management

Relationship with Society

Efforts of significant materiality

B Human resource development
m Corporate governance

B Risk management

B Respect for human rights

Impacts of our business and expectations of
Daikin

For growing together with society:

¢ Collaborate with various stakeholders,
including governments, international
organizations, industry and academia, NPOs
and NGOs, experts, and local communities

CSR Management

Efforts of significant materiality

B Response to climate change

B Create innovation through co-creation
B Stakeholder engagement

B Communities
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Identifying Key Themes of CSR for Daikin and Society

Prior to formulating the Fusion 25 Strategic Management Plan, we reviewed our key themes of CSR.
We incorporated highly important initiatives for evaluating the impacts our business has on society
across the entire value chain. On top of this, we evaluated the materiality for Daikin in terms of
stakeholder's concerns and impacts by soliciting the views of investors, experts, and external directors
and then conducting interviews with employees and senior management. This culminated in the CSR
Committee finalizing the key themes of CSR.

I Materiality Analysis

Hi,ghl“ P ———
_ Most importar

5 ﬁ W Provide safe and reliable air environments
= E W Increase the valued-added nature of air
o4 . m Create innovation through co-creation
=2 E Important y m Juality and customer satisfaction

= m Human resource development

> B Diversity management
Low Impartance to Daikin High
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Reflection in Fusion 25 Strategic Management Plan

Under the Fusion 25 Strategic Management Plan, Daikin established nine key strategy themes including
"Challenge to achieve carbon neutrality" based on the key themes of CSR, our strengths, and changes in
the external environment around Daikin. By implementing this plan, we will aim to contribute to society

and grow the Group.

Fusion 25
Strategic Management Plan

Offer new value for the
environment and air to realize
both contributions to a sustainable
society and Group growth

CSR Management

9 key strategy themes

3 growth strategy themes
® Challenge to achieve carbon neutrality

® Promotion of Solutions business connected with customers
® Creating value with air

1 theme for focus regions
® Air Conditioning business in North America

5 themes to enhance the management foundation

@ Strengthening technology development capabilities
® Establishing a robust supply chain

® Promoting digital transformation for innovation

® Creating market value/enhancing advocacy activities

® Improving HR capabilities through advanced
diversity management
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CSR Management

CSR MANAGEMENT STRUCTURE

CSR Management Structure

Daikin has set CSR for Value Provision and Fundamental CSR as its key CSR themes toward achieving
sustainable development in its business and in society as it strives to solve society's challenges through
its business activities.

The CSR Committee, chaired by the officer in charge of CSR, sets Daikin's CSR direction and monitors the
progress of CSR activities. The CSR & Global Environment Center, which has been established under the
CSR Committee, leads comprehensive, cross-organizational CSR activities throughout the entire group.

The CSR Committee is made up of officers in charge of the key themes and meets once a year to discuss
and share ideas on social trends, progress in key CSR themes, and issues that require addressing. ltems
decided on by the CSR Committee are reported to the Board of Directors.

In fiscal 2020, the CSR Committee established numerical targets for 2030 as well as discussed the specific
plan to achieve the goal of net-zero greenhouse gas emissions in 2050. In addition, it deliberated on the
revision of key CSR themes in order to formulate the strategic management plan, Fusion 25.

Materiality (of Key Initiatives)

» For more information, refer to "Materiality (of Key Initiatives)" (Key Themes of CSR and Management
Strategy). (Page 93)

CSR Targets and Achievements

» For more information, refer to CSR Action Plan 2020. (Page 98)

CSR Management -95 -



History of CSR Activities

Deepening Focus on Key Issues in Response to Society's Expectations

Daikin has rapidly expanded as a global corporate group, and with this expansion have come greater
demands from society and greater corporate social responsibility (CSR).

We have striven to fulfill our CSR by responding to the expectations of our various stakeholders while
implementing our Group management philosophy.

| 2002

Daikin Formulates Our Group Philosophy as Its Basic Philosophy of Business

Daikin formulated Our Group Philosophy with the aim of becoming a corporate group trusted by
worldwide customers and where employees in all countries could work with pride. By sharing Our
Group Philosophy as the fundamental business philosophy of the entire Group, it has become the
cornerstone of all employees' thoughts and actions.

The management policies and plans of Daikin Industries, Ltd. and all other Group companies were
created in line with Our Group Philosophy, and we believe that the embodiment of this philosophy has
brought us closer to becoming a truly global and excellent company.

» "Our Group Philosophy" (CSR Philosophy) (Page 65)

| 2005

The Daikin Group Defines Its Philosophy on Responsibility toward Stakeholders

We expressed our belief that the Daikin Group's CSR is to conduct business that puts Our Group
Philosophy into practice and fulfills our responsibility to society by meeting the expectations of
shareholders.

» "How We View CSR" (CSR Philosophy) (Page 65)

| 2008

Daikin Establishes Key Themes with Consideration for Business Plans and Impact on Stakeholders

In light of the unique characteristics and business plans of Daikin, a global manufacturer of air
conditioners and fluorochemicals, we established key CSR themes in four areas: the environment,
quality & customer satisfaction, human resources, and social contribution.
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| 201110 2015

Active CSR Based on the Fusion 15 Strategic Management Plan

In fiscal 2011, we launched our Fusion 15 strategic management plan to respond to the demands of
society.

| 2016

Revision of Key Themes in Line with Fusion 20 Strategic Management Plan

When we formulated Fusion 20, we revised the materiality of various efforts to the Daikin Group, and as
a result came up with four key CSR themes—the environment, new value creation, customer
satisfaction, and human resources—as ways to carry out CSR for value provision. We added to this the
theme of fundamental CSR, thus giving us five key themes under Fusion 20. In addition, CSR Action Plan
2020 was formulated with goals of quantitative indicators for each theme for 2020.

» Relationship between Sustainability and Management Strategy (Page 62)
» CSR Action Plan 2020 (Page 98)
| 2018

Formulation of Environmental Vision 2050

Daikin established Environmental Vision 2050 with the goal of reducing greenhouse gas emissions to
net zero by 2050 in order to resolve intensifying environmental challenges from a long-term
perspective. In addition to reflecting the measures in the final three years of Fusion 20 strategic
management plan, we are also developing a medium- to long-term strategy targeting 2030.

| 2021

Formulation of strategic management plan, Fusion 25, in pursuit of further contribution to a sustainable
society

Our key themes, including the challenge to achieve carbon neutrality, as well as the target value for
2030 in aiming to achieving net-zero greenhouse gas emissions in 2050 are established in Fusion 25, our
strategic management plan.
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CSR Management

CSR ACTION PLAN 2020

Daikin has formulated CSR Action Plan 2020, which sets targets for 2020 regarding four themes of CSR
for value provision and five themes of fundamental CSR that we are working toward across the entire
Daikin Group. Here, we report on the 2020 targets and the fiscal 2020 achievements regarding these

themes.

» Targets and Achievements ™1 (68KB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/company/CSR_Action_Plan_2020-pdf)

CSR for Value Provision
We provide healthy and comfortable air environments for people around the world while at the

same time reducing environmental impact.

Environment (Page 99) New Value Creation  (Page 102)

Customer Satisfaction  (Page 103) Human Resources (Page 104)

Fundamental CSR

We respond to society's requests through corporate action based on transparency and sincerity.

)] Corporate Governance (Page 105) > Respect for Human Rights (Page 106)

)] Supply Chain Management (Page 106) > Stakeholder Engagement (Page 107)

) Communities (Page 107)
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CSR Action Plan 2020

ENVIRONMENT

Introduce state-of-the-art technologies to the market in order to
address environmental and energy issue

About the CSR Initiatives

Provide Environmentally Conscious Products and Services Worldwide

o Expand our environmental solutions business

2020 Target

Through the worldwide adoption of
environmentally conscious products, contribute
to reducing greenhouse gas emissions

60mi||ion tons-CO,

<Six Sustainable Development Goals Daikin Is
Contributing to through Its Business>

GOOD HEALTH INDUSTRY, INNovaTioN Il 44
AND WELL-BEING AND INFRASTRUCTURE

oy

13 oo

4

CSR Management

Promote use of energy-efficient air conditioners, including inverter products
Promote use of air conditioners using refrigerants with lower global warming potential
Promote use of heat-pump-type heating systems and hot water heaters

Fiscal 2020 Achievements

Through the adoption of environmentally
conscious products, contribute to reducing
greenhouse gas emissions

70mi||ion tons-CO,

We measured how much we contributed to
reducing greenhouse gas emissions through the
adoption of Daikin's environmentally conscious
products.

Environmentally conscious products as
percentage of group sales (residential air
conditioners)

98

We measured how much we increased sales
volume of air conditioners using inverter
technology and refrigerants with lower global
warming potential.
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About the CSR Initiatives

Minimize Environmental Impact in Production Activities

» Reduce greenhouse gases

« Make effective use of water and other resources
e Reduce chemicals

» Promote green procurement

2020 Target Fiscal 2020 Achievements

Greenhouse gas emissions during development Reduction ratio of greenhouse gas emissions
and production for entire Daikin Group from development and production (over fiscal
2005)

70% reduction over fiscal 2005 (1.58 million

0 . . _
tons-CO, reduction) 7.9 % reduction (1.28 million tons-CO,

reduction)

We measured how much we reduced greenhouse
gas emissions generated in the product
manufacturing and other processes.

<Six Sustainable Development Goals Daikin Is
Contributing to through Its Business>

1 2 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

O
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About the CSR Initiatives

Expand the Green Heart Circle of Love for the Earth

« Encourage employees to take part in environmental activities inside and outside work
» Promote environmental and social contribution activities

2020 Target

Achieve Green Heart Factory certification for all
production bases

Preserve 11 million hectares of forest at 7
worldwide locations

Implement and expand environmental activities
in collaboration with stakeholders

<Six Sustainable Development Goals Daikin Is
Contributing to through Its Business>

‘I CLIMATE
ACTION

P 4

CSR Management

Fiscal 2020 Achievements

Number of factories certified as Green Heart
Factories

3.9bases

7 in Japan
32 overseas

We measured the increase in the number of
production bases that bases achieved Daikin's in-
house standards for environmental action.

Contribution to CO, emission reductions through
forest preservation

7mi||ion tons-CO,

We measured contribution to CO, emission
reductions through forest preservation activities
at 7 worldwide locations where we are working
together with international NGOs and other
groups.
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CSR Action Plan 2020

NEW VALUE CREATION

Share dreams and ambitions inside and outside Daikin to realize a
healthy, comfortable lifestyle through air

About the CSR Initiatives

Create New Value to Meet the Expectations of Customers and Society

e Value Creation for the Earth
e Value Creation for Cities
» Value Creation for People

2020 Target Fiscal 2020 Achievements

Use loT and Al for open innovation that creates R&D expenditure

new value
77. 7bi||ion yen

<Six Sustainable Development Goals Daikin Is
Contributing to through Its Business>

Number of patent applications

GOOD HEALTH INDUSTRY, INNOVATION |

AND WELL-BEING AND INFRASTRUGTURE
:: ]} Japanese applications: 7, 076

12 towsonenon J 13 eron Overseas applications: 467

AND PRODUCTION

(FY2019) (Daikin Industries, Ltd. only)

We measured how much we invested in value
creation and how many new technologies we
came up with.
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CSR Action Plan 2020

CUSTOMER SATISFACTION

Provide peace of mind and reliability through a focus on customer
orientation, experience, performance, and advanced technologies

About the CSR Initiatives

Provide Customers with the Ultimate Satisfaction

» Ensure safety and quality
e Pursue customer satisfaction

2020 Target

Establish a high standard of quality

Establish a service network covering the globe

Grasp worldwide customer needs and pursue
high customer satisfaction

CSR Management

Fiscal 2020 Achievements

Progress rate of after-sales services,regarding the
base year as 1.00

Japan (Compared to Fiscal 2015) 7. 74

China (Compared to Fiscal 2018) 7. 04

India (Compared to Fiscal 2016) 7. 75
Indonesia (Compared to Fiscal 2017) 7. 70
Singapore (Compared to Fiscal 2015) 7. 0 7
Vietnam (Compared to Fiscal 2015) 7. 77
Australia (Compared to Fiscal 2015) 7. 00
We measured how much we improved after-sales

service customer satisfaction compared to the
base year.
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CSR Action Plan 2020

HUMAN RESOURCES

Respect individual personalities andvalues, and maximize the
potentialof each employee so that they canbenefit Daikin and
society as a whole

About the CSR Initiatives

Create a Work Environment Where Employees Can Use Their Talents to the
Fullest through People-Centered Management

o Develop human resources
» Promote workplace diversity
» Promote occupational safety and health

2020 Target

The ratio of excellent or advanced skilled
engineers in manufacturing

7 in 4emp|oyees

Increase percentage of overseas bases where local
nationals are presidents

Frequency rate

(shows frequency of occurrence of labor
accidents)

0

CSR Management

Fiscal 2020 Achievements

The ratio of excellent or advanced skilled
engineers in manufacturing

7 in 3.3emp|oyees

(Daikin Industries, Ltd. only)

We measured the number of employees we
trained, out of those involved in manufacturing,
who possess advanced skills and knowledge and
who can lead production activities.

Percentage of overseas bases where local
nationals are president

43% (overseas bases)

We measured progress in appointing local
nationals as presidents of overseas bases.

Frequency rate

1.01

We measured how well we succeeded in the safe
operation of production bases.
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CSR Action Plan 2020

FUNDAMENTAL CSR

Corporate Governance

Accelerate decision-making and operational execution in response to management tasks and the
changing management environment, and raise the level of management transparency and soundness to
raise corporate value

About the CSR Initiatives Fiscal 2020 Achievements

« Degree of independence from the company, Number of directors who are outside the
diversity, and transparency of the Board of company, women, and foreign nationals
Directors (Daikin Industries, Ltd. only)

« Thoroughness of compliance 4outside directors, 7 female director,

7foreign national directors (Daikin Industries,

Ltd. only)
We measured the diversity of the make-up of
directors.

Self-assessment implementation rate

99,

We measured how well we were in compliance
through the implementation rate of self
assessments.
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Respect for Human Rights

Show respect for basic human rights in accordance with all international norms based on the laws and
regulations of each country and region

About the CSR Initiatives Fiscal 2020 Achievements

+ Thoroughness of respect for human rights Self-assessment implementation rate

99

We measured how thorough we were in respect
for human rights through the implementation
rate of self assessments.

Supply Chain Management

Fulfill corporate social responsibility through environmental impact reduction, quality assurance, and
occupational safety and health throughout the entire supply chain

About the CSR Initiatives Fiscal 2020 Achievements

 Conduct CSR procurement CSR procurement implementation rate
99..

We measured the ratio of suppliers who satisfied
Daikin's in-house standards to total procurement
value.
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Stakeholder Engagement

Engage in dialogue with all members of society and reflect outside opinions in our business, and
continuously examine our actions to ensure that we meet society's demands and expectations

About the CSR Initiatives Fiscal 2020 Achievements

« Engage in dialogue with stakeholders and
reflect this dialogue into management

Number of air conditioner forums held, number
of outside participants

Held EIgh ttimes online around the world

with a total of .90peop|e, including university

professors and specialists, from 22 countries
taking part

The number of dialogue sessions/persons with
experts from around the world related to air
conditioning, a particularly strong foundation of
Daikin's operations in terms of engagement.

Communities

Respect the culture and history of different countries and regions, and create strong bonds with

communities as a good corporate citizen

About the CSR Initiatives Fiscal 2020 Achievements

» Contribution to environmental conservation,
education support, and cooperation with the
local community

CSR Management

Expenditure for social contribution activities

7.3bi|lion yen

We calculated the monetary amount, through
donations, goods, and other ways, that we
provided to communities.
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CSR for Value Provision

Environment

Policy

Introduce State-of-the-art Technologies to the Market in
Order to Address Environmental and Energy Issues

Targets of CSR Action Plan 2020

Air conditioners are vital to the lives of many people around the world, but they consume
large amounts of energy during operation, and fluorocarbons used as refrigerants
significantly influence climate change.

In addition to reducing Group-wide greenhouse gas emissions during development and
production by 70% compared to fiscal 2005, we will reduce greenhouse gas emissions by
60 million tons-CO, by promoting environment-conscious products using inverter

technologies and low environmental impact refrigerants throughout the world.

Fiscal 2020 Achievements

We measure our contribution to greenhouse gas emission reductions based on the
percentage of sales volume of environmentally conscious products and reduction in
greenhouse gas emissions during development and production.

Contribution to greenhouse Percentage of sales volume of environmentally
gas emission reductions conscious products (residential air conditioners)

70 million tons-CO, 98%

Reduction ratio of greenhouse gas emissions from development and production
(over fiscal 2005)

/9.
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Long-Term Outlook Policy

(Environmental Vision 2050)

(Page 47)

We formulated Environmental
Vision 2050 with the aim of
reducing greenhouse gas
emissions to net zero by 2050.

Environmental
Management

(Page 116)
We regard environmental

measures as important
management resources and

» Basic Environmental Policy
(Page 112)

We have established a basic
environmental policy that serves
as the basis for our efforts.

Response to Climate
Change

(Page 145)
We focus on mitigating the

effects of global warming from
our products and reducing

combine environmental response greenhouse gas emissions from

and corporate management.

Management and
> Reduction of Chemical
Substances
(Page 231)

We are reducing the use and
emission of chemical substances
and strive to prevent pollution
from chemical substances.

Environment

production.

» Protecting Biodiversity
(Page 247)

We strive to protect biodiversity
through our business activities
and environmental contribution
activities.

Overview of Environmental
Impact

(Page 114)

We report on the overall impact
of our business activities on the
environment (through the

categories of input and output).

» Effective Use of Resources

(Page 211)

We will effectively utilize
resources in product design and
production processes and
contribute to the realization of a
circular economy.

History of Environmental
Activities
(Page 258)
Daikin publishes an annual
report detailing our

environmental protection
activities.
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Endorsement as an Eco First
Company

(Page 262)

Daikin Industries, Ltd. has been
endorsed as an Eco First
Company under the Eco First
Program of Japan's Ministry of
the Environment.

Related information

» Information Disclosure based on the TCFD Framework (Page 60)
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Environment

BASIC ENVIRONMENTAL POLICY

Basic Environmental Policy of the Daikin Group

Environmental Philosophy
Lead the Way to an Environmentally Conscious Society

As we continue developing our business operations in various fields, it is our mission to proactively
develop initiatives to respond to environmental issues. Incorporating environmental initiatives
throughout our management must be a priority for us.

In all aspects of our business operations, including product development, manufacturing and sales, we
need to formulate initiatives that sustain and improve the environment. Meanwhile, we need to
promote the development of new products and the innovation of technologies that will lead to a more
environmentally healthy world.

Under the precept "environmental response is an important management resource," we must integrate
environmental initiatives into our corporate management since they can lead to business expansion,
improved business performance, and further enhancement of our credibility with outside parties. We
intend to continue being a leading company in the practice of "environmental management,” thus
contributing to a healthier global environment as a good citizen of the earth.

I Action Guidelines

1. Ensure that all members of the Group deepen our understanding of environmental issues and
take responsibility for the impact our actions have on society in general.

2. Establish, promote, and continuously improve an Environmental Management System to
actively and effectively implement Environmental Management as a Group.

3. Develop and implement environmental initiatives in all aspects of our business operations,
including product development, production, sales, distribution, services, and recycling. In
particular, be a leader in society by developing products, technologies, and business
opportunities that contribute to sustaining and improving our environment.

4. Implement environmental initiatives that are globally consistent as well as promote initiatives
that respond to the particular circumstances of each country and region. Furthermore,
actively promote cooperation and alliances with related companies, external organizations,
and institutions.

5. Disclose environmentally related information in a truthful and fair manner. Listen to the
views of people both inside and outside the company to continuously improve our
environmental preservation efforts.
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The Daikin Environment Symbol

In February 2002, we created an environmental symbol for the Daikin Group. In
environmental protection activities, the little efforts that individuals make add up
to big things. The symbol, the Earth in the shape of a green heart, represents a
determination on the part of each and every employee of Daikin to think green
(think of the Earth and take care of the environment).

Related information

» Environmental Policy of the Daikin Group in Japan®1 (236KB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/environment/management/
environmental_policy-pdf)
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Environment

OVERVIEW OF ENVIRONMENTAL IMPACT

The Daikin Group measures the impact that its business activities have on the environment throughout
the value chain: in materials procurement, development, production, transportation, installation,
product use, recovery, and recycling. Air conditioners are products that consume large amounts of
electricity, and within their product lifecycle, the energy consumed during product use makes a
particularly large contribution to climate change.

Data Verified by Third Party

Note: The figures on this page represent the total for the global group in fiscal 2020. Figures in () are for Daikin
Industries, Ltd. only. Figures in < > are for the Daikin Group in Japan.

*1 Air purifiers, refrigeration, oil hydraulics, and defense systems, etc.

*2 The fluorocarbon recovery rate at the time of disposal is calculated as 0%.
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Parts and materials
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Related information

Value Chain

OUTPUT
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Recycling
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tirconditiones ] | Allother produas*
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(5.2 million tons-C0:) {0.42 milion tons-C04)

Conduct and expand

environmental

Arreamnt of fuomocarons recvered
{1.32 millicn tons-C0x 3

activities together  msssssge- Environmental Action Plan

with stakeholders

> Environmental Action Plan 2020 (Page 123)

(Page 125)

» Method of Calculating Greenhouse Gas Emissions Data (Page 612)

» Search by ESG Data: GHG emissionsin the value chain (Scope1,2,3) (Page 623)

Environment

Environmental

Action Plan
—-

(Page 124)

Environmental
action Plan [[]

—
(Page 124)
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» Management Structure

(Page 118)

We see climate change and other

environmental problems as tasks
that we must tackle as part of
our management, and we are
doing so on a global scale.

Environmental
Management System

(Page 126)
We have created and operate an

environmental management
system in line with ISO 14001.

Environmentally Conscious
Design

(Page 132)

We strive to develop products
with low environmental impact.

Environment

Environmental Management

Environmental Risks and
Opportunities

(Page 120)
We identify key environmental
issues we should focus on by
listing environmental risks and

opportunities including climate-
related risks.

» Environmental Audits
(Page 129)
We strive to maintain and
improve our environmental

management system through
environmental audits.

» Green Procurement

(Page 138)

We carry out green procurement
in order to reduce environmental

impact in the supply chain.

» Environmental Action Plan

(Page 123)

We formulated an
environmental action plan based
on our strategic management
plan. We aim to achieve both
corporate growth and
environmental protection.

Green Heart Factories and
Offices

(Page 131)
We have a proprietary standard
for designating environmentally
conscious facilities as Green

Heart Factories or Green Heart
Offices.

» Environmental Accounting
(Page 141)
We calculate investment in

environmental measures and the
effect of this investment.
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Related information

» Basic Environmental Policy (Page 112)
» Environmental Policy of the Daikin Group in Japan < (236KB) (https://www.daikin.com/-/media/

Project/Daikin/daikin_com/csr/environment/management/environmental_policy-pdf)

» Daikin Domestic Group ISO 14001 Certificate and Appendices 1 (2.3MB) (https://
www.daikin.com/-/media/Project/Daikin/daikin_com/csr/environment/management/touroku-pdf)

> Supply Chain Management (Page 473)

» Key Activities Fiscal 2017: Environment—Environmentally Conscious Products Come from Green

Heart Factories
(https://www.daikin.com/csr/feature2017/01.html)
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Environmental Management

MANAGEMENT STRUCTURE

Toward the realization of a sustainable society, Daikin makes environmental issues, particularly response
to alleviation of the effects of climate change, a key theme in its efforts to provide value to society
through its business activities.

Air conditioners, our flagship products, consume large amounts of electricity, and the fluorocarbons
they use as refrigerants contribute to climate change. In responding appropriately to the risks that could
arise, we implement an environmental strategy, in which we disseminate the products that contribute to
alleviating and adapting to climate change and services that are our main strength.

In order to promote environmental management throughout the Group, management of
environmental issues related to climate change, water, and waste in each of the five regions including
Japan, Europe, the U.S., China, and Asia-Oceania is achieved through regional environmental meetings
and product environmental meetings.

Regional environmental meetings are held at each region annual and attended by environmental
managers from each base. Efforts aimed at environmental burden reduction and biodiversity
preservation are implemented at production bases.

In addition, regional environmental meetings are held every year and attended by promotional
managers of each region in developing products with reduced environmental impact, such as air
conditioners. Policies and implementation of development and promotion of environmentally conscious
products are discussed, such as products that utilize refrigerants with lower global warming potential
and energy efficient inverter technology.

Details discussed in regional environmental meetings and product environmental meetings are then
deliberated by the CSR Committee, and reported to the Board of Directors after being proposed to the
CEO.
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I System Driving Environmental Management

Board of Directors
CSR Commilttee

Chairperson: Officer in Charge of CSR
Secretariat: CSR & Global Environment Center

Directors In Charge of Environmental Protection

CSR & Global Environment Center

T —
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Environmental Management

ENVIRONMENTAL RISKS AND OPPORTUNITIES

In 2018, we deduced environment-related risks and opportunities pertinent to our company, including
climate-related risks. The process involved taking in feedback and opinion from experts within and
outside of the company, based on prediction of the society in year 2050.

The deducted environment-related risks and opportunities are evaluated, organized, and analyzed from
the two viewpoints of degree of impact on business and likelihood of occurrence. Based on this,
environmental issues that our group company must pay attention to for year 2030 have been drawn.

Among environment-related risks and opportunities, Daikin takes measures in accordance with TCFD
recommendations and discloses information in dealing with climate change because it considers this to
be the issue with the greatest impact on its management.

Related Information

» Information Disclosure Based on the TCFD Framework (Page 53)
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I Environment-related risks and opportunities and potential impact

Probability | Potential
Category Impact on Daikin's business of financial
occurrence | impact

Climate related

Stricter regulations on refrigerants

If regulations on refrigerants become too strict,

there is a possibility that existing air conditioners High Large
no longer compliant with these regulations will

become obsolete

Transition | 1ight supply and demand for electricity

There is a possibility that the spread of air
conditioners in emerging countries will increase
electricity usage and make it difficult to increase
sales of air conditioners due to electricity
shortages

Risks High Large

Damage to production bases
There is a possibility that flooding caused by
Physical | typhoons could cause our plants to shut down or Medium | Medium
stop the supply of parts due to the shutdown of
suppliers

Stricter regulations on refrigerants

Companies without technologies compliant with
regulations on refrigerants will be weeded out,
resulting in increased sales of air conditioners
using refrigerants with lower global warming
potential, which is our strength

High Large

Stricter regulations on energy efficiency
Companies without technologies compliant with
" . stricter regulations on energy efficiency will be )
Opportunities | Transition 9 o 9y y . High Large
weeded out, resulting in increased sales of air
conditioners with high energy efficiency, which is

our strength

Stricter regulations on the use of fossil fuels
Regulations on the use of fossil fuels continue to
become stricter, and since gas-combustion heating
will be subject to them, there will be an increase
in sales on growing demand for heat-pump
heating, which is our strength

High Large
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Probability A Potential
Category Impact on Daikin's business of financial
occurrence  impact

Environment-related other than climate-related

Enhanced regulation on the use of plastics

Demand (regulation) created for reducing amount of plastics , ,
( _g : . . _g P ) High Medium
used as environmental pollution, including ocean pollution,

worsens

Depletion of raw material resources
Resources for raw material deplete, affecting business High Large
operation

Depletion of water resources
Water resources deplete, affecting business operation

Risks Medium | Medium
Environmental pollution from production bases

Chemical substance management at production bases not .
. ) Medium Small
functioning, and harmful substances released causing

regional environmental pollution

Conservation of ecosystem
Response demanded as a member of the society to address Medium Small
the losing balance of the ecosystem

Increased awareness toward air quality
Opportunities | As air pollution becomes more serious, the needs for quality High Large
air increases

Identification, evaluation and management process of environment-related risks and
opportunities

We gather information on environment-related risks and opportunities, including those related to the
climate, from business bases of each region around the world. Information gathered is then evaluated,
organized and analyzed for their degree of impact on business and likelihood of occurrence, and used
for identifying climate-related risks and opportunities of important relevant to our Group. The program
policy and measure to address these risks and opportunities are then developed and deliberated by the
CSR Committee, followed by proposal to the President and CEO and report to the Board of Directors.

Program policy and measures are reflected in the mid-term management plan, and carried out at each
business division.
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Environmental Management

ENVIRONMENTAL ACTION PLAN

Environmental Action Plan 2020

We implemented Environmental Action Plan 2020 based on the Fusion 20 Strategic Management Plan.
We will reduce environmental impacts across the entire value chain aimed at striking a balance between
sustainable business growth and environmental conservation.

Under our Environmental Action Plan 2020, which targets fiscal 2020, we took actions based on three
pillars: n provide environmentally conscious products and services, minimize environmental impact
through manufacturing and other activities, and g expand the Green Heart circle worldwide.

Because air conditioners, our flagship product category, emit a large amount of greenhouse gas when
used, we focused on disseminating worldwide the use of energy-efficient air conditioners and air
conditioners that use low-global-warming-potential refrigerants. We set a target of reducing worldwide
greenhouse gas emissions in fiscal 2020, the final fiscal year of the plan, by 60 million tons-CO,.

Calculations show that we achieved the reduction of 70 million tons-CO,.

In efforts to reduce environmental impact in production activities, we set a target of reducing
greenhouse gas emissions in fiscal 2020 to 1.58 million tons-CO, (70% reduction over fiscal 2005). In

fiscal 2020, we succeeded in lowering these emissions to 1.08 million tons-CO,.
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I Environmental Action Plan 2020

Action targets

Fiscal 2020
target

Fiscal 2020

Self-assessment

results

[l Provide Environmentally Conscious Products and Services Worldwide

Contribute to reducing GHG emissions by

spreading the use of the following

products

e Energy-efficient air conditioners such

as inverter products

e Air conditioners using refrigerants

with lower global warming potential

e Heat-pump heaters and hot water

heaters

e Environmental solutions business

Contribution to
greenhouse gas

. . . *
emission reductions”

60 million tons-CO,

Increase in selling
ratio of
environmentally

. *2
conscious products

Minimize Environmental Impact in Production Activities

Greenhouse Gas

Emissions

Water

Chemicals

Green Procurement

Environment

Emission Reductions

Reduction of
Energy-Induced CO,

Emissions

70% reduction over
fiscal 2005 (reduction
to 1.58 million tons-
COy)

Unit reduction in
energy-induced CO,
emissions of 5%
against standard

value™3

Unit reduction in
emissions of 5%
against standard

*
value™3

Unit reduction in
water intake of 5%
against standard

*
value™3

Unit reduction in
chemical emissions of
5% against standard

*
value™3

Increase in green

*
procurement rate*

70 million tons-CO, % %k
Sales volume of
environmentally

conscious products as k&
percentage of

residential air

conditioners 98%

79% reduction

(reduction to 1.08 * % K
million tons-CO,)

14% reduction * % %
12% reduction * %k K
14% reduction * % %
23% reduction * Kk
80% * Kk
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Action targets

Fiscal 2020
target

[El Expand the Green Heart Circle of Love for the Earth

Carry out and
expand
environmental
activities in
collaboration with
stakeholders

Encourage
employees to take
part in
environmental
activities inside and
outside work

Promote
environmental and
social contribution
activities

Certify all production
bases as Green Heart

Factories™

Carry out forest
protection activities
with NGOs and other
groups

Educate the younger
generation about the
environment

Fiscal 2020

Self-assessment
results

39 bases certified (7
in Japan, 32 overseas)

Reduce emissions by

7 million tons-CO»
Provide learning * *
materials to 740

students

*1 Difference between emissions from all Daikin environmentally conscious products and emissions from non-inverter
products, air conditioners using conventional refrigerants, and combustion space and water heaters.

*2 Products that satisfy either or both of the following conditions: consume at least 30% less electricity than
conventional products, or use refrigerants with at least two-thirds less global warming potential than conventional

refrigerants.

*3 Average for fiscal 2013-2015.

*4 The procurement value of suppliers that met the evaluation criteria as a percentage of the company's total

procurement value.

*5 A Daikin standard for assessing and certifying how well each production base is doing in achieving environmental
criteria related to energy efficiency, waste reduction, and biodiversity protection.

Self-assessment: Shows level of achievement of targets in three designations:
% % % : Succeeded * % : Will soon succeed % : Doing all we can

Environment
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Environmental Management

ENVIRONMENTAL MANAGEMENT SYSTEM

Basic Policy

Building a Group-Wide Environmental Management Promotion System

Daikin has built and operates an environmental management system (EMS) in accordance with ISO
14001. This EMS is shown in the diagram below.

The creation of environmental management systems is proceeding at companies that are new to the
Daikin Group as we work toward certification for ISO 14001 at all bases. To ensure the reliability of data
and improve our mechanisms for environmental management, we have data on emissions of
greenhouse gases, water, waste, and chemicals verified by a third party.

I Environmental Management System

Director responsible
for environmental protection

C5R & Global

Environment Center

= suum
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| Ratio of Employees Belonging to Facilities with ISO 14001 Certification (FY2020)

100% Overseas 93%

Related information

» Daikin Bases Certified for ISO 14001 T (710KB/4P)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/environment/management/
ems_data-pdf)
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Global Environmental Meetings

Finalized Action Plan to Achieve Environmental Vision 2050

To ensure the continuous improvement of the entire Daikin Group's environmental management,
environmental meetings are held once a year in four regions (Europe, the U.S., China, and
Asia/Oceania). In addition, once every two years Global Environmental Meetings are held. At the
meetings, local base presidents, environmental heads, and environmental managers in each division,
along with the environmental managers in each division in Japan, share Group policy and medium- and
long-term targets.

In 2019, the 4th Global Environmental Meeting was held at Daikin Air-conditioning (Shanghai) Co., Ltd.
and Daikin Air-conditioning (Suzhou) Co., Ltd. attended by 130 persons from 37 Daikin bases. In
addition to sharing of ideas on how to address and accommodate climate change, the Environmental
Vision 2050 formulated in fiscal 2018 was kicked off at the meeting. In aiming to achieve net zero
greenhouse gas emissions by 2050 following principles of SBT*, the target of reducing greenhouse gas
emissions during development and production phases at production bases in 2030 by 30% compared to
fiscal 2015 was agreed upon.

With the goal of helping achieve the targets of the Paris Agreement, we are stepping up energy-
efficiency efforts at our worldwide bases.

* SBT stands for Science Based Targets.

Touring an upgraded plant at Daikin Air-conditioning
(Shanghai) Co., Ltd.
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Environmental Management

ENVIRONMENTAL AUDITS

Environmental Audits

Audit by Internal Auditors and Certification Bodies

At Daikin, based on ISO 14001, inspections by certification bodies are conducted and internal audits are
implemented annually. Internal audits focus on conformity with standards and confirmation of legal
compliance.

Since the Daikin Group in Japan transitioned to ISO 14001:2015 in fiscal 2016, new initiatives have
begun to take hold. The internal audit for fiscal 2020 focused on response to risks and opportunities
following the spread of the COVID-19 pandemic and compliance with laws and regulations. One major
nonconformity was revealed, but it has since been corrected after clarifying rules, improving
competence, and implementing multiple checks. Inspections conducted by certification bodies revealed
no nonconformities.

At each Daikin production site and production subsidiary, systems are in place to minimize
environmental damage in the unlikely event that accidents or disasters should occur. Also, we seek
closer interactions with nearby residents' associations and conduct factory tours among other daily
efforts to maintain an emergency contact system coordinated with local communities.

I Report from Audits (FY2020)

Findings from internal environmental Findings by certification
audits bodies
Major nonconformance 1 0
Minor
9 0
nonconformance
Improvement 77 5
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Internal Auditor Training

As of the end of fiscal 2020, there are currently 78 internal auditors undergoing training and skills
improvement at the Daikin Group in Japan. Newly appointed and experienced auditors work in pairs so
as to pass on skills from one generation to the next and 11 newly appointed auditors work as assistant
auditors. Internal auditors also take annual training to improve their skills and ensure standards are
being thoroughly met.

In fiscal 2020, the usual group training was conducted as virtual training, where participants learned
more in depth about the ISO 14001 standard.

Going forward, we will focus on enhancing the skills of newly appointed auditors with an eye toward
the generation change taking place among auditors.
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Environmental Management

GREEN HEART FACTORIES AND OFFICES

Green Heart Factories

Certifying Environmentally Conscious Plants Based on In-House Standards

Since fiscal 2005, Daikin has utilized in-house standards for evaluating and certifying environmentally
conscious plants for their environmental and social performance. Certification is conducted once every
two years.

In fiscal 2017, we revised these standards to elevate these efforts to a higher level. In addition to the
standards used up to now focused on whether environmental activities are being conducted
organization-wide, including mechanisms for the participation of all employees, we established a four-
stage certification ranking system consisting of platinum, gold, silver and bronze categories in order to
evaluate the initiatives of each business site.

As of the end of fiscal 2020, 39 bases in Japan and overseas had been certified as gold (seven bases),
silver (16 bases) and bronze (16 bases).

Green Heart Offices

"Green Heart Office" Initiative

Daikin began the "Green Heart Office" initiative in fiscal 2011 to promote environmental activities at
non-production bases such as offices. In fiscal 2014 we created a three-stage ranking comprising gold,
silver and bronze to evaluate the level of initiatives being undertaken by each base based on "reduce
resource usage" and "awareness and contribution."

In fiscal 2020, seven bases were Gold Class and two bases were Silver Class. In order to enhance
environmental awareness among employees, we conducted virtual information sessions on the
sustainability report targeting non-production bases, where over 1,000 participants attended. We will
continue our efforts in working toward increasing the number of Gold Class bases.
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Environmental Management

ENVIRONMENTALLY CONSCIOUS DESIGN

Environmentally Conscious Air Conditioners

Commercialize Only Products that Meet 13 Assessment Criteria

Besides factors like performance and usability, Daikin stresses environmental performance in product
development, and incorporates product assessment in the planning and design stages for new products.
Product assessment consists of 13 assessment items that we strictly adhere to in developing products.

We also assess global warming impact of air conditioners using the life cycle assessment (LCA) method,
which allows us to determine the environmental impact at each stage of a product's life cycle. Products
only make it to market after we have assessed them against their predecessor products to confirm they
exert less environmental impact.

I Product Assessment Items

. Weight reduction of products

. Use of recycled materials and parts

. Packaging

. Reduction in environmental impact in the manufacturing process
. Energy and resource conservation in use

. Product life extension

. Ease of delivery/collecting/transporting

. Raise possibility of reuse of resources

0 N o ULl A W N =

X

. Ease of disassembly and separation of materials by hand
. Ease of shredding/classifying for recycling

—_
o

11. Environmental conservation capabilities
12. Disclosure of information
13. LCA

Related information

» Product Assessment Items [f] (Page 134)
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Environmentally Conscious Fluorochemical Products

Contributing to Environmental Protection in a Range of Areas

Fluorine mainly bonds with carbon atoms to become compounds that are highly stable and have useful
functions such as the ability to resist heat and repel chemicals.

Utilization of these characteristics in various fields helps contribute to reducing environmental impacts.

I Environmental Solutions Pioneered with Fluorochemical Products

Material bag filters
for bearings

Fusl tubes, fuel hoses,
cable ducts,
pistan coating material

— e

Wire coating material
fﬂf LANS

New refrigerant solutions pion Infrared reflective coati
W H - n Vi lul
with fluorochemical 9
- -
Material for wiring pipes Material for lining, Mﬂ‘ml;;ﬂsﬁ:ﬂﬂgt:hm—im
and joints ey sheets, valves L~ orotector fim

Fluoride Materials Reduce Environmental Impact in Various Applications

With fluoride materials having superb heat and chemical resistance, we are conducting R&D into their
use as material for semi-conductors and the next generation automobile field. In addition, as fluoride
materials also contribute to increased capacity of lithium-ion batteries, they are used for electrode
binding and gasket. We will continue to expand their use in renewable energy, new energy, and energy-
saving applications.
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Product Assessment Items

01. Weight reduction of products

02. Use of recycled materials and
parts

03. Packaging

04. Reduction in environmental
impact in the manufacturing
process

Environment

1-1

1-2

1-3

2-1

2-3

3-1

3-3

4-1

Assessment item

Weight and volume reduction of
products, and main raw materials
and parts

Weight reduction of scarce
materials

Reduction of refrigerants

Use of recycled plastics

Labelling use of recycled plastics

Use of recycled parts

Reduce weight of packaging,
simplify packaging

Make it possible to recycle more
packaging

Use recycled packaging materials

Reduce amount of production
waste

Energy efficiency in the
production stage

Assessment standard

Have the weight and volume of
products (including main raw
materials and parts) been
reduced?

Have fewer scarce materials been
used?

Has less refrigerant (HFC) been
used?

Have recycled plastics been used?

Have parts been labelled as using
recycled plastics?

Have reused parts been used, and
are these of standard quality?

¢ Have weight and volume of
packaging been reduced? Has
packaging been simplified?

e |s used packaging material
small and separable? Can it be
easily collected and transported?

¢ Has the use of compound
materials been reduced?

e |s it easy to separate each type
of material in compound
materials?

e Have common materials been
used across products?

* Has packaging reuse been
considered?

Has recycled packaging material
been used?

Have products been designed so
that less waste is generated
during production?

Are product specifications such
that less energy is consumed in
the production stage?
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05. Energy and resource
conservation in use

06. Product life extension

Environment

5-1

5-2

5-3

6-1

6-3

Assessment item

Improve energy efficiency during
use

Reduce energy consumption in
standby mode

Include energy and resource
saving functions

Reduce amount of product
consumables

Improve durability of products
and main parts and materials

Greater ease of replacement and
maintenance of consumables

Possibility and greater ease of
maintenance and repair

Tell customers how to get longer
use out of products

Assessment standard

Has the product been made more
energy efficient during use?

Has the product been made more
energy efficient in standby?

Are there energy and resource
saving functions?

Has the amount of consumables
been reduced?

Are products, parts, and materials
more durable than before?

e Does construction make it easy
for users to remove and attach?
¢ Do parts need to be replaced
less often than before?

® Has information provision
improved regarding parts
replacement on the main unit
and the user manual?

* Have parts requiring
maintenance and repair been
clearly indicated?

¢ Are parts common across
products?

¢ Does construction allow for
easy maintenance and repair?

e Are users and repair companies
being provided with
maintenance and repair
information that will extend
product life? Are the content,
explanations, and illustration
methods of the information
improved over previous
information?

e Can Daikin provide repair
companies with breakdown
diagnosis and repair measures, as
well as information related to
safety and other matters?
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07. Ease of
delivery/collecting/transporting

08. Raise possibility of reuse of
resources

09. Ease of disassembly and
separation of materials by hand

10. Ease of shredding/classifying
for recycling

Environment

7-1

7-2

8-2

9-1

9-2

9-3

10-1

Assessment item

Improve handling and safety of
products during delivery,
collection, and transport

Improve loading efficiency of
products during delivery,
collection, and transport

Raise possibility of use of plastics

Raise recycling ratio

Easy to disassemble products and
separate parts by hand

Reduce compound materials

Use common materials across
products

Make shredding easier

Assessment standard

¢ Have items been loaded evenly
and balanced, and can collection
and transport take place safely?
e For heavy, bulky items, are
handles and wheels properly
positioned?

Is it easy to improve loading
efficiency, and is there no danger
of items falling off?

Have easy-to-recycle plastics been
used?

Has the overall possible recycling
ratio of the product been raised?

e Does construction make it easy
to disassemble products and
remove parts by hand?

¢ Do products have a recycling
logo that indicates greater ease
of disassembly? Is information
provided that makes disassembly
easy?

Is there less use of compound
materials that make parts and
materials separation difficult?

Have common materials been
used across products?

e |s shredding with a shredder
easy?

e Can products and parts fit into
a shredder?

® Has there been a check to
ensure that there are no
substances that may damage or
dirty the equipment or the
materials that will be reused?
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11-1

11-2
11. Environmental conservation
capabilities

11-3

11-4

12-1
12. Disclosure of information

12-2

13-1
13. LCA

13-2

Environment

Assessment item

Use low global warming potential
refrigerants

Reduce PVC

Protect environment during
recycling and disposal stages

Provide information to persons at
all stages of the life cycle

Label product, parts, user manual,
packaging, etc.

Provide information in product
catalogs and on the website

Determine the environmental
impact at each lifecycle stage

Consider how to reduce
environmental impact during the
lifecycle

Assessment standard

Do products use low global
warming potential refrigerants,
which contribute less to global
warming?

Has the amount of PVC been
reduced?

¢ Have safety measures been
taken and has refrigerant been
properly recovered so that there
are no leaks of refrigerants or
refrigerator oil during collection
and transport.

e Are refrigerant recovery
methods stated in the
documentation?

¢ Can parts, including
environmentally harmful
substances, be removed using
standard tools?

Have users and relevant
contractors been provided with
proper information?

Are there energy and resource
saving functions?

¢ Do product catalogs and the
website provide users with
information on matters such as
energy efficiency and resource
efficiency functions?

¢ |s there documentation giving
information on how to recycle
and protect the environment,
and information on safety during
product disposal?

Has a lifecycle assessment been
conducted regarding the
environmental impact at each
lifecycle stage, such as materials,
production, transport, use, and
final disposal?

Does a lifecycle assessment show
that the product exerts less
environmental impact in terms of
CO, emissions and global

warming potential?
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Environmental Management

GREEN PROCUREMENT

Basic Policy

Daikin Group Requests that Worldwide Suppliers Abide by Green Procurement Guidelines

Daikin established its Green Procurement Guidelines in fiscal 2000 and requires suppliers from which it
procures materials in Japan and overseas to abide by these guidelines to place a priority on the
procurement of materials and parts used in manufacturing that reduce environmental burdens.

In implementing these guidelines, we evaluate suppliers on environmental protection activities using a
green procurement inspection list. This inspection list also contains information on the presence or
absence of environmental management systems, chemical substances management, and other data.

I Overview of Green Procurement Guidelines

Essential conditions for suppliers' management

e Environmental Management System
(We request our suppliers to either structure environmental management system to obtain
ISO 14001 certification, or acquire third-party certification for their environmental
management system.)

o Compliance

» Promotion of voluntary activities of improving environment including energy conservation,
waste reduction, and improvement of transport means.

e Provision of information (on CO, emissions, etc.)

Essential conditions for products

Chemical substance management
1. Restriction on use of chemical substances
2. Cooperation to investigation of chemical substances
3. Voluntary reduction of substances ranked to reduce, and the implementation of
adequate management procedures of them
Packaging materials
When designing work is involved, eco-friendly design must be employed.

Biodiversity
Protecting water resources

» Green Procurement Guidelines (Supply Chain Management) (Page 472)

Environment -138 -



Targets and Achievements

Implementing Improvement and Guidance at Overseas Bases, Increasing Green Procurement Rate

Our goal is to require compliance with the Green Procurement Guidelines by 100% of our suppliers
inside and outside of Japan. Supplier procurement rate scores of 82 points or more on the green
procurement inspection list are set as the green procurement rate”, which we promote globally with the
aim of 100% compliance. The supplier procurement rate corresponds to suppliers inside and outside of
Japan accounting for 80% of total procurement value. In fiscal 2020, the Group green procurement rate
was 80%.

We attempt to increase the green procurement rate in each region through briefings and other events
aimed at facilitating an understanding of the importance of green procurement among suppliers.

We launched green procurement in South America in 2016. In regions where green procurement has
been established, such as Europe and China, we ask suppliers below a certain standard to make
improvements and provide guidance to assist them. Supporting improvements in supplier
environmental activities enables us to continue doing business with them.

* Green procurement rate= Value of goods procured from suppliers who meet our assessment criteria / Value of all goods
procured

FY2021 FY2018 | FY2019 | FY2020

Quantitative indicator
Target Results Results Results

Rate of supplier compliance with the Guidelines 100% 100% 100% 100%

Increase in green procurement rate 80% 80% 80%

I Green Procurement Rate by Region (%)

FY2016 FY2017 FY2018 FY2019 FY2020

Japan 91 92 90 93 95
China 96 92 90 93 94
Thailand 95 97 97 97 95
Other countries in Asia and Oceania 58 84 80 74 79
Europe 93 95 95 97 98
North America 30 30 32 32 35
South America 97 94 100 100 100
All regions 74 76 80 80 80
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Compliance with Restrictions on Toxic Chemicals

Establishing Standards for Managing Chemical Substances in Products

The Daikin Group maintains a list based on the RoHS Directive*! and the REACH Regulation® regarding
chemicals contained in products. These are stated in our Green Procurement Guidelines, which we
require our suppliers to abide by.

*1 The RoHS Directive (Restriction of Hazardous Substances Directive) is a regulation in the EU prohibiting the use of
certain hazardous substances in electrical and electronic equipment.

*2 The REACH Regulation on chemical substances went into effect in Europe in June 2007. REACH obligates companies
manufacturing or importing at least 1 ton of chemical substances a year in the EU to register with EU authorities.
REACH covers almost all chemicals on the market in the EU.

Related information

> Management and Reduction of Chemical Substances Contained in Products (Page 233)

» Green Procurement Guidelines (Supply Chain Management) (Page 472)
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Environmental Management

ENVIRONMENTAL ACCOUNTING

Environmental Accounting

FY2020 Environmental Accounting Figures

Total environmental protection costs in FY2020 were ¥29.8 billion (investment in equipment: ¥3.8
billion; expenses: ¥26.0 billion), 101% over the previous year.

For the air-conditioner business, we focused our R&D efforts on developing technologies for energy
efficiency and refrigerants. Amidst the growing importance of preventing global warming, we
proceeded with the development of products and technologies that reduce environmental impact.
Examples are inverter technologies offering both comfort and energy efficiency, R-32 refrigerant, which
reduces global warming impact to just one-third that of conventional refrigerants, and heat-pump space
and water heaters and water heaters, which result in CO, emissions less than half of those from

conventional combustion-type heating.

I Accounting Method

The costs and effects of Daikin's environmental efforts were calculated based on the
Environmental Accounting Guidelines 2005 released by Japan's Ministry of the Environment.

Costs of Environmental Conservation

Expenses include labor costs but not depreciation expenses for investment in facilities. The
expenses not fully allocated to environmental protection were proportionally divided and totaled
according to a relevant Daikin standard.

Effects of Environmental Conservation

Please see the relevant page for details of each item.

Economic Benefits of Environmental Conservation Efforts

The environmental conservation effects and economic benefits were calculated by comparing the
adjusted output to the previous fiscal year.
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| Breakdown of Environmental Conservation Costs (% of total)

Bl Research and development B8 Global envirenmental conservation

0 Pollution prevention Upstreamddownstream
Resource circulation B Environmental damage
¥ millian) Management activities [0 sodial activities
35,000
0 e e ee e ee e e eee e 99434 2808
26,645
25,000 25147
-------------------- 24,078 oo
20000 N N e . .
59.6% 64.9% 56.7% 61.2% 63.7%
(e DN NURRREY  DUNTREE DRI
000 BB
5000 NN 138% B 122% N 44% B 127% 125% .
4.6% 4.1% 5.0% 3.4% 4.4%
B.5% 6.9% 8.9% 8.0% 6.0%
0 e 1.0% o 1.2% 1.2% 0.8% 0.8%

2016 t 2.7% 2017 t 0.3% 2018 [ 0.4% 2019 [ 0.2% 2020 [n.m (FY)
1.1% 1.0% 0.8% 0.4% 0.5%
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I FY2019 and FY2020 Environmental Costs

(¥ million)
Cost of environmental conservation
FY2019 FY2020
Category Major activities Amount of Amount of
equipment | Expenses | equipment | Expenses
invested invested
Cost in business
2,995 7,024 2,195 6,868

area

Introduction, maintenance, and management of

. pollution prevention facilities/equipment,

1. Environmental . . .

expenses for measurement/analysis of air pollution 1,509 2,434 1,122 2,415

impact reduction . . .
control, water pollution control, vibration, and

noise.

Introduction of energy efficient

2. Global . . .
. facilities/fequipment, reduction of fluorocarbon
environmental L. . . 1,300 1,051 916 884
. emissions in the production process, and recovery
conservation
of fluorocarbons.

Reduction or recycling of waste, subcontracting of

3. Resource . .
. . waste disposal, and resource conservation 186 3,539 158 3,570
circulation .
activities.
Recycling of used products, and recovery, recycling,
Upstream/ ycling . P . Y ycling
and destruction of fluorocarbons in used products 23 201 11 227
downstream o .
or products still in service.
Running of company organization for
environmental matters, environmental education,
Management . . . .
T environmental information disclosure, and 35 964 96 1,215
activities

establishment/maintenance of environmental
management systems.

Work on three major tasks for air conditioners,
and development of fluorochemical products with 2,127 15,883 1,470 17,518
minimized environmental impact.

Research and
development

Provision of personnel and monetary aid to
environment-related organizations, and

Social activities . . . 1 120 0.05 137
environmental protection activities in local
communities.
Environmental Costs for purification of polluted groundwater and 0 61 0 20
damage soil.
Total 5,181 24,253 3,772 26,036
Total of investment in facilities within the period 132,000 137,000
Total of investment in R&D activities within the period 68,000 71,700
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Effects corresponding to
business area cost

Effects corresponding to
upstream/downstream
cost

Effects of environmental conservation

Effects

1. Effects of the resources used for
business activities

2. Effects against environmental impacts
and waste resulting from business
activities

Effects associated with benefits and
services that are calculated and based on
business activities

Reduction in CO,

emissions caused by
energy consumption

Reduction in water
consumption

Reduction in
fluorocarbon emissions

Reduction in waste
materials

Number of residential air
conditioners collected

Amount of fluorocarbons
recovered

Amount of packaging
material recycled

FY2019
figures

18,218
tons-CO,

873,383

m3

5 tons

6,065
tons

410,000
units

275 tons

98.0 tons

Economic benefits of environmental conservation efforts (monetary benefits)

Profit

Effects

Profit from sale of recycled items, such as waste or used products, etc.

Reduction in energy expenses resulting from energy conservation efforts

Reduction in
expenses

recycling resources

Environment

Reduction in waste disposal expenses resulting from resource conservation or

FY2020
figures

94,569
tons-CO,

1,470,631

m3

7 tons

3,286
tons

460,000
units

269 tons

87.0 tons

(¥ million)

FY2019 | FY2020

3,634 5,378
162 255
107 20
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Environment

Response to Climate Change

44

4

Basic Policy

Air conditioners consume large amounts of electricity, and the fluorocarbons they use as
refrigerants deplete the ozone layer and contribute to global warming. Particularly in the
rapidly developing economies of emerging countries, growing demand for air
conditioners is expected to have an increasingly severe effect on climate change.

The Daikin Group is focusing on alleviating the effect that products have on climate
change through the dissemination of refrigerants with low global warming impact and
energy-efficient technologies, and through the provision of energy-efficient solutions that
combine air conditioners, their peripherals, and the buildings in which they operate.

In addition, we strive to reduce emissions of greenhouse gases during development,
production and transportation, and we recover, recycle, and destroy fluorocarbons during
all stages from production to final product disposal.

Contributions to ot Contributions to reducing
reducing emissions emissions through
through refrigerants energy-efficient technologies
with low global
warming ¥ Energy-induced CO2
potential Global I COz from deforestation and
greenhouse other land use
gas emissions Mathana
(2019) Dinitrogen monoxide

M Fluorocarbons (HFCs, PFCs, SFs)

Source: Contribution of Working Group Ill to the Fifth Assessment Report of the IPCC
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Developing and Promoting
Products and Services That
Reduce Environmental

Impact
(Page 148)

We disseminate products and
services with low environmental
impact in order to contribute to
solving environmental and
energy problems.

Promoting the Use of
Inverter Products

(Page 174)

We focus on the worldwide
dissemination of highly energy-
efficient inverter air
conditioners.

Reducing Greenhouse
Gases during Development,
Production and

Transportation
(Page 186)

We strive to reduce emissions of
greenhouse gases during the
development, production and
transportation stages.

Environment

Increasing Air Conditioner
Efficiency

(Page 150)

We strive to develop products
that use minimal electricity by
conducting quantitative
environmental assessments for
each product life cycle.

Promoting the Use of Heat-
» Pump Type Space and Hot
Water Heaters

(Page 177)

We develop space and hot water
heaters that use highly energy-
efficient heat-pump technology.

) Providing Solutions

(Page 191)

We strive to make progress in
energy management, demand
response, and energy creation.

Low Environmental Impact
Refrigerants

(Page 162)

We strive to develop and
disseminate refrigerants with
minimal effect on climate
change.

Energy-Efficiency through
» Fluorochemical Products
and Oil Hydraulic Products

(Page 183)

We develop products that
consume minimal electricity by
using our fluorochemical
products and oil hydraulic
equipment.

Recovery, Recycle, and
» Destruction of
Fluorocarbons

(Page 200)

We work to recover, recycle, and
destroy refrigerants so as to
reduce their environmental
impact throughout the entire
product life cycle.
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Related information

» Environment (Page 108)
» Environmentally Conscious Design (Page 132)

» Daikin's Policy on the Environmental Impact of the Refrigerant
(https://www.daikin.com/csr/information/influence/)

> Daikin's position on the Kigali Agreement for HFC phase down T (86KB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/
EN_Kigali_Agreement_Daikin_Stance_FINAL-pdf)

> Dialogue with Government and Industry Groups (Stakeholder Engagement) (Page 482)

> Key Activities Fiscal 2020: Environment—Creating Standards for a Decarbonized Society
Alongside Stakeholders (Page 592)

> Key Activities Fiscal 2018: Environment—Promoting the Spread of Energy Efficient Technology
through Dialogue and Collaboration with Governments and International Agencies
(https://www.daikin.com/csr/feature2018/01.html)
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Response to Climate Change

DEVELOPING AND PROMOTING PRODUCTS AND
SERVICES THAT REDUCE ENVIRONMENTAL
IMPACT

Daikin is working in numerous areas to reduce environmental impact, such as by improving the energy
efficiency and environmental performance of products and by converting to refrigerants that are safer
and that have a lower global warming potential.

Furthermore, by promoting environmentally conscious products and services all over the world, we will
contribute to solving environmental and energy problems while providing a healthy and comfortable

air environment.

Contributing to Greenhouse Gas Emission Reductions through the
Promotion of Environmentally Conscious Products

Air conditioners, our main products, emit a particularly massive amount of CO, when used, thus we are
focusing efforts on the global promotion of energy-efficient air conditioners using inverter technologies
and air conditioners using low environmental impact refrigerants. Having set a goal of reducing
greenhouse gas emissions by 60 million tons-CO, in fiscal 2020, we surpassed the goal by reducing
greenhouse gas emissions by 67 million tons-CO, in fiscal 2018, and by 70 million tons-CO, in fiscal 2020.

I Contribution to Greenhouse Gas Emission Reductions from Daikin Air Conditioners on the Market*

(Million tons-C0g)
20

£,700 '5-,8'3'::' 7,000
]
5.400

40

20

2017 2018 2015 2020 (P

* o Difference between emissions from all Daikin environmentally conscious products sold and emissions from non-
inverter products, air conditioners using conventional refrigerants, and combustion space and water heaters
o Value of fiscal 2014 is for emerging countries only
¢ Reviewed by a third-party
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Environmentally Conscious Product” Sales Unit Ratio

In order to mitigate the global warming impact of its air conditioners, Daikin defines its
environmentally conscious products as Super Green Products and Green Products, developing and
spreading the use of these products.

In fiscal 2020, environmentally conscious products accounted for 98% of residential air conditioner units
sold.

I Environmentally Conscious Products as Percentage of Units Sold (residential air conditioners)

Environmentally conscious products
— Sales unit ratio in fiscal 2019

98%
(%)
2017 2018 2019 2020
Environmentally Conscious Products 83 93 97 98
Super Green Products 47 51 60 69
Green Products 36 42 36 29
Other products 17 7 3 2

* Environmentally conscious products: A generic term that refers to Super Green Products and Green Products.
Air conditioners that meet all of the following conditions are considered Super Green Products, and air conditioners
that meet at least one of the following conditions are considered Green Products.
e Consume at least 30% less electricity than conventional products, i.e., air conditioners equipped with inverters
o Use refrigerants with at least two-thirds less global warming potential than conventional refrigerants Example: Air
conditioners using R-32, a refrigerant with low global warming potential

Related information

> Promoting the Use of Inverter Products (Page 174)

» Low Environmental Impact Refrigerants (Page 162)
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Response to Climate Change

INCREASING AIR CONDITIONER EFFICIENCY

As a manufacturer of air conditioners doing business globally, Daikin makes it its mission to reduce
energy consumption in order to provide people with safe and comfortable air and contribute to
reducing global warming. To this end, we conduct quantitative environmental assessments for each
product life cycle in order to develop products and services that use minimal electricity and to combine
these in order to optimize the overall energy consumption of buildings.

Life Cycle Assessment

Focusing on Increasing Energy Efficiency and Reducing Refrigerant Impact during Product Use

We assess global warming impact of air conditioners using the life cycle assessment (LCA) method, which
allows us to determine the environmental impact at each stage of a product's life cycle.

In the life cycle of an air conditioner, the majority of the greenhouse gas that is emitted occurs during
product use stage, and refrigerants also represent a large impact. That is why we focus on reducing the
impact of these two. In addition to incorporating inverter technology to reduce power consumption, we
employ R-32, a refrigerant with low global warming potential, to achieve greater energy efficiency. In
fiscal 2020, we reduced CO, emissions from residential air conditioners by 19% and from commercial air

conditioners by 26% compared to life cycle CO, emissions 10 years earlier.
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I Sample of LCA: Comparison of CO, Emissions over Product Lifecycle™!

M Materials/parts manufacturing processes M Product manufacturing processas

M Distribution processes B Utilization*< @ Disposal and recycling

7 Refrigerant impact™? (use + disposal + recycling)

Residential air conditioners Total: 4,576kg-CO:

Fr2010 miodel
(B-4104)

Fr2020 model i
(R-32 Hemmgmem———

Commercial air conditioners Total: 19,172kg-C 02
Fr2010 model
(R-d104)

Fr2020 model
(R-32)

COz emissions reduced by 26%

*1 Based on Daikin standards for 2.8-kW class residential air conditioners and 14-kW class commercial air conditioners.

*2 The seasonal power consumption is calculated in accordance with the standard of the Japanese Industrial Standards

(JIS) for residential air conditioners and the Japan Refrigeration and Air Conditioning Industries Association for

commercial air conditioners.

*3 Refrigerant impact is calculated by obtaining the global warming potential per unit of weight, while factoring in the

average leakage rate during the product use, disposal, and recycling stages.
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Improving Energy Efficiency of Air Conditioners

Improving Annual Performance Factor (APF)*! and Integrated Part Load Value (IPLV)*?

In the life cycle of an air conditioner, from design and manufacture to use and disposal, the majority of
the CO, that is emitted occurs during product use. That is why when we revised our voluntary
environmental standards, we tightened our criteria for energy efficiency in the product use stage in
order to improve the energy efficiency of products.

*1 Annual performance factor (APF): The APF represents heating and cooling capacity per kWh over one year of use of
an air conditioner under specific conditions. The higher the APF, the greater an air conditioner's energy efficiency.

*2 Integrated part load value (IPLV): The IPLV is an energy efficiency indicator obtained by calculating the weighted
average of cooling COPs at four different capacities of machine operation. It corresponds to the APF of a packaged air
conditioner. In reality, air conditioners often operate at partial capacity. The higher the IPLV, the greater the actual
energy efficiency of a product.

I Electricity Consumption and Energy Consumption Efficiency (residential air conditioners)™’
B Electricity consumption(kWh)

@ Cooling and heating average (APF)
=== lapanese Standards of the Law Concerning the Ratiomal Use of Energy
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*1 Calculated for Daikin 2.8-kW class air conditioners. Under JIS conditions.
*2 For products with prescribed measurements

*3 Measures were based on the JIS C 9612:2005 standard up to fiscal 2012; from fiscal 2013 they are based on JIS C 9612:
2013.
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I Electricity Consumption and Energy Consumption Efficiency (commercial air conditioners)*

B Electricity consumption{k\Wh)
#- Cooling and heating average (AFF)
--- lapanese Standards of the Law Concerning the Rational Use of Energy (APF2006)
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* Calculated for Daikin 14.0-kW class air conditioners. Under conditions of the Japan Refrigeration and Air Conditioning
Industry Association, and the Japanese Industrial Standards (JIS).
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Developing Energy-Efficient Products

Released New Product with Greater Energy Efficiency Performance in the SkyAir Series

In April 2020, we released an 8hp/10hp class ECOZEAS air conditioner with greater energy efficiency
performance under the SkyAir series of air conditioners for shops and small offices.

The model uses R-32 refrigerant with low global warming potential and also reduces the amount of
refrigerant it uses. In addition, it features a high efficiency swing inverter compressor that reduces
energy consumption during operation, improving APF by 17% compared to existing models.

Additionally, the BS unit for VRV models for North America switches from a parallel type to a direct
type. This helps to reduce CO, emissions across the entire life cycle of air conditioning system, rather

than just the individual unit.

Multi-Split Type Air Conditioner for Commercial Buildings with Industry-leading Energy Efficiency
Performance

The new VRV6, a multi-split type air conditioner for commercial buildings released in July 2018, uses a
complete microchannel heat exchanger to achieve high energy efficiency performance.

In August of the same year, we released the GREEN Multi-Split which is the first air conditioner for
commercial buildings in the industry to adopt R-32 refrigerant with a low global warming potential.
This product's global warming potential (GWP) multiplied by refrigerant quantity is around 79% lower
than the average for models using the conventional R-410A refrigerant from 2011 to 2013. This amount
achieves the Kigali Amendment target for 2029.

We released the new model of VRV X in April 2020. We increased surface area by grooving the
refrigerant flow path of the microchannel heat exchanger. This further improves the heat exchange
efficiency, making VRV X top of the industry in the field of multi-split type air conditioners for
commercial buildings in terms of energy saving performance*. Moreover, the structure of the outdoor
unit on VRV X has been improved, making it more resistant to heat waves, earthquakes and typhoons
that have occurred frequently in recent years.

* Daikin research as of December 2019.
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refrigerant

Grooved opening is used to increass
the surface area inside the pipe

Structure of heat exchanger adopted for use in VRV X

Retrofit System Maintenance Service Makes Existing VRV Multi-Split Type Air Conditioners for
Commercial Buildings More Energy Efficient

The Retrofit Maintenance Plan that Daikin has come up with is a service that reduces energy
consumption from existing multi-split air conditioners for commercial buildings. This service earned the
Minister's Prize of the Ministry of Economy, Trade and Industry in the product and business model
category of the fiscal 2016 Energy Conservation Grand Prize.

The Retrofit System entails replacing parts in the control panel, the air conditioner's brain, and the
compressor, the machine's heart, and reducing power consumption by 13% a year. The replacement
parts used with the system weigh less than one-third those normally used in upgrading VRV multi-split
type air conditioners for commercial buildings, thereby it also contributes to saving resources.

Since the start of the service, we have been expanding the service application to include more models.
In fiscal 2020, we added four series to the service lineup. We plan to further expand to include air
conditioners featuring cooling-heating-free system, which enables simultaneous cooling and heating
operation, in fiscal 2021.
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Worics

Released Venti-air, an Exposed Installation Total Heat Exchanger Unit that Achieves both
Ventilation and Energy Saving for Business Stores, etc.

Venti-air, an exposed installation type of total heat exchanger unit, is a commercial ventilation
equipment that can be used in small spaces. It is equipped with a built-in energy recovery apparatus
to prevent cool or hot air to escape from indoors, and achieves efficient ventilation without
compromising the energy efficiency. In comparison to installation of a general ventilation
equipment, this product is capable of reducing 26% of the increased power consumption.* The
energy saving performance and ease of retrofit installation on an existing building has earned the
product the Chairman Prize of Energy Conservation Center, Japan, in the product and business model
of the fiscal 2020 Energy Conservation Grand Prize.

The design is also familiar to the interior of cafes and shops, making it easy for store to adopt the
exposed installation type model, as well as giving rise to having conversation with customers on
ventilation.

* Surveyed by Daikin, as a comparison to common ventilation equipment (250 m3/h) in a small sized store of 25 m? to
meet the recommendation of 30 m3/h/person by the Ministry of Health, Labour and Welfare.

Example of exposed Venti-air installation
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Released loT Energy Management Service Ene Focus a

We released Ene Focus a, a new remote monitoring service for air conditioners in December 2020. This
service enables customers to continuously achieve energy conservation in their air conditioner use
through automation of energy-saving operation schedule that suits each user and regular suggestions
made to improve operations based on the remote monitoring data.

Related information

» Daikin energy management system Ene Focus a (available in Japanese only) &

(https://www.daikin.co.jp/fcs/ene_focus_a/)

Products for Detached Homes Added to DESICA Series

Requiring no water drainage or supply pipes, DESICA instead uses outside air to control humidity, either
humidifying or dehumidifying. Equipped with the Hybrid DESICA Element, which contains both highly
efficient water absorption material and a heat exchanger, it consumes just one-sixth the energy of
conventional humidity controlling devices (according to Daikin tests).

In autumn 2012, Daikin Industries, Ltd. released the DESICA HOME AIR for detached homes, which
controls humidity and ventilation throughout the entire house. Just one unit offers round-the-clock,
year-round comfort control for all rooms in homes with floor space of between 120 m2 and 200 m2. Like
the commercial DESICA, this product gives humidifying and dehumidifying without the need for water
drainage or supply pipes. Because it is floor standing, maintenance such as replacement and cleaning of
the high-performance filter is easy. With its ability to provide high-quality air and energy efficiency, the
DESICA HOME AIR has already proved a hit in many homes.
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| DESICA HOME AIR

Customers achieve the best balance of temperature and humidity by choosing a product and
combination of parts from the extensive lineup.

-

Suggestion for Combining All-Room Air Conditioning with DESICA
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Suggestion for Combining Individual Air Conditioners with DESICA

Embedded ceiling Embedded wall type
cassette type

Floor standing type Wall mount type J
r’
DESICA HOME AIR

Outdoor unit

Related information

» DESICA HOME AIR (available in Japanese only) I3
(http://www.daikinaircon.com/catalog/kanki/desica_home/)
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Adopted R-32 Refrigerant in the 8-10 Horsepower Air-Cooled Small- to Mid-Sized Chillers

Daikin revamped the full model of small-medium air-cooled chillers with 8-30 horsepower, and released
new products that use R-32 refrigerant with a low global warming potential in February 2021. Daikin is
the first company in the industry to launch products in the same horsepower class using R-32.

In addition to adopting R-32 that have a lower global warming potential (GWP) compared to the
conventional R410A refrigerant, we also drastically reduced the amount of refrigerant charge with our
all aluminum microchannel heat exchangers, making our products top class in the industry in terms of
both environmental and energy performance.

As the first company in Japan to launch air-cooled small- to mid-sized chillers using R-32 which are in
high demand in factories, we are contributing to reducing environmental impact and promoting energy
conservation through industrial application. This product can be combined with a compact air handling
unit to improve ventilation volume, which has a growing need in the central air conditioner market
amid the COVID-19 pandemic.

Air cooled heat pump chiller 10 horsepower (left), 30 horsepower (right)
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Urusara XA Series and DX Series Energy Efficient Residential Air Conditioners

The Urusara XA Series and DX Series of energy efficient residential air conditioners released in
November 2019 are products that have been awarded the Chairman Prize of Energy Conservation
Center, Japan, in the products and business model category of the fiscal 2019 Energy Conservation
Grand Prize.

In the recently increasing number of energy efficient homes with large amounts of insulation, a reduced
burden is placed on air conditioners because of these homes are less susceptible to the effects of outside
air temperature, which makes the compressors operate at low speeds for longer hours. The air
conditioners that were awarded on this occasion feature a proprietary compressor that is highly
efficient even at low-speed operation. They reduce primary energy consumption by as much as 13%.
Energy efficient homes have faced the challenge of being too cold during the summer because of
excessive air conditioning and the feeling of cold air being released during heating in the winter. These
issues have been resolved with evolved dehumidification and air flow control functions.

.y

Urusara X
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Response to Climate Change

LOW ENVIRONMENTAL IMPACT REFRIGERANTS

Low Environmental Impact Refrigerants

Working Toward Practical Application of Diversity of Next-Generation Refrigerants

The refrigerant conveys the heat between the indoor unit and the outdoor unit of air conditioners.
Although HFC, currently the most widely used refrigerant in developed countries, has zero ozone
depletion potential, it contributes to global warming if released into the atmosphere.

Daikin is accelerating the practical use of next-generation refrigerants that have less of an impact on
global warming than conventional refrigerants. In the selection of refrigerants, we focus not only on
their direct effect on global warming but also on their effects throughout the life cycle, including
energy efficiency during air conditioner use. We make decisions based on all contributing factors:
besides the environmental impact of the refrigerant itself, we look at safety factors such as flammability
and toxicity, the cost and availability of the refrigerant, and the cost of producing air conditioners that
use the refrigerant.

| Daikin's View: Evaluation Index of Refrigerant Selection (common for all application)

h'érgy Efficiency

-Effectiveness
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Choosing the Best Balanced Refrigerant for Each Application to Mitigate Environmental Impact

Different characteristics are required of refrigerants, depending on whether they are used in, for
example, residential or commercial air conditioners, water and space heaters, or refrigeration
equipment. That is why we have spent years conducting research that will enable the selection of
refrigerant that is ideal for each application. We have so far conducted research on next-generation
refrigerants such as natural refrigerants and HFC refrigerants, and have considered their application in
products.

Using the knowledge we have built up, we are providing information worldwide at events such as
international conferences, academic conferences, and exhibitions, as well as through research paper
presentations, on the global warming impact of refrigerants and measures against it.

I Daikin's Refrigerant Direction

Residential Commercial, Industrial

Residential
Air Conditioners VRF Systems
and Heat Pumps

Refrigeration

Systems

R-32, R-407H, HFOs,
R-32 R-32 HFO blends, CO:z,
Hydrocarbon, etc.

Residential Commercial :
: o Chillers and
Hot Water Air Conditioners Heat Pumps

Supply Systems and Heat Pumps

R-32, R-1234ze(E),
R-32, CO: R-32 R-1233zd(E), Other HFQOs,
HFO blends

Note: Other refrigerants not listed above are also applied in products outside of Daikin's portfolio
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Protecting the Ozone Layer

Focusing on Converting to Alternative Refrigerants and Recovering Fluorocarbons

HCFCs used to be the most commonly used refrigerant, but in the 1980s experts suspected it was
depleting the ozone layer, so under the Montreal Protocol developed nations agreed to phase out its
production in developed countries by 2020. Daikin's chemicals business has for years worked to mitigate
ozone layer destruction by developing alternative refrigerants that do not deplete the ozone layer. In
1991 we began the first mass-production in Japan of HFC, a refrigerant with zero ozone depletion
potential, and in 1995, under our air conditioner business we developed and began selling air
conditioners that use HFC as the refrigerant.
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I Daikin's Action on Refrigerant and Goals

,] Role as a Refrigerant Manufacturer

Daikin will continue to develop new
refrigerants in response to diverse needs and

aim for the realization of a circular economy
for refrigerants by recovering and reusing Role as an Equipment Manufacturer
them. Daikin commits te utilizing and
providing refrigerants that meet diverse needs Daikin continues to improve the energy
and aims to achieve an environmentally efficiency of equipment and systems, and to
conscious refrigerant lifecycle by reclamation select optimal refrigerants that meet various
and recycling. needs.
Develop and =
Produce —
Refrigerants Develop and
Produce
Equiprment
& & T
e I [ L
Destruction of Recycla
Refrigerants Refrigerants y Install
Refrigerant
t .
Equipment
Lifecycle
e
Recover
(’") Refrigerants e
O Collaborating with Other Stakeholders Eﬁ .
Daikin works with related stakeholders to help " Maintenanca

achieve a self sustainable approach by focusing
on refrigerant leakage prevention and
refrigerant recovery.
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Kigali Amendment

In October 2016, at the 28th Meeting of the Parties to the Montreal Protocol, members voted to phase
down the CO, equivalent total of HFCs, which, despite not harming the ozone layer, have a high GWP.
With this, HFCs, which were covered by the Paris Agreement adopted at the 21st Session of the
Conference of the Parties to the United Nations Framework Convention on Climate Change (COP21) but
were not part of the Montreal Protocol, thus became part of the Montreal Protocol, due to the success
of efforts to completely eliminate HCFCs. There is also a regulation on the CO, equivalent total of
production and consumption of HFCs. This decision is called the Kigali Amendment, after the Kigali, the
capital city of Rwanda, where the conference was held. The Amendment had exceeded the threshold
for ratification by at least 20 countries at the end of 2017, thus it came into effect on January 1, 2019.

A major point of the Kigali Amendment is that it is not meant to phase out HFCs but rather phase down
the production and consumption of HFCs based on their GWP value. The amount of HFC will not be
restricted but rather reduced in terms of total GWP of CO, equivalent (weight of HFC in Kg x GWP
value). By using lower GWP HFCs, it is possible to maintain or increase the use amount of HFC itself
while reducing the overall global warming impact. In enacting the Kigali Amendment, developed
countries are implementing reductions based on the common phase-down schedule starting in 2019.
The Amendment divides developing countries into three groups, which plan to implement reductions
individually.

Upon the introduction of new refrigerants, the Amendment requires an increase in efficiency of air
conditioners in addition to a phasing down of HFCs in terms of total GWP.

Daikin is pursuing the following measures in response to the Kigali Amendment.
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1. Daikin welcomes the Kigali Agreement for an HFC phase down in CO, equivalent under the
Montreal Protocol.

2. The main tenet of Daikin's policy is "diversity of refrigerants." And there is no ideal "one-size-fits-
all" refrigerant solution for all applications, because many criteria need to be assessed such as the
ODP and GWP value of the refrigerant and safety, energy consumption, availability, affordability,
resource efficiency, recyclability, recoverability and total global warming impact of the equipment.

3. Daikin has identified R-32 as a very beneficial refrigerant for single and multi-split air conditioners,
packaged air conditioners and heat pumps. Daikin believes that the transition to R-32 will help to
meet both the HFC phase down schedule and the HCFC phase out schedule. Daikin is now in the
process of evaluating and identifying suitable refrigerants for other applications.

4. To mitigate future global climate change, it is important to take a "Sooner the Better" approach.
Early implementation is a key to the further reduction of future impact. As soon as the most
balanced and feasible solution for an application is found, Daikin will commercialize and
disseminate the technology to contribute to the efforts to mitigate global climate change.

5. Also, while taking a "Sooner the Better" approach, as a refrigerant manufacturer, Daikin will
continue to seek the "optimal refrigerant" for every type of application for further mitigation of
global climate change.

Related information

» Key Activities of Fiscal 2015: Environment—Creating a New Market that Contributes to the
Mitigation of Global Warming 1 (2.0MB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2015-
environment-pdf)
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Mitigate the Global Warming Impact

Promoting the Use of R-32, a Refrigerant with Lower Global Warming Potential

In November 2012, Daikin became the first company in the world to launch residential air conditioners
using R-32 (HFC) for the Japanese market; R-32 has just one-third the global warming potential of
conventional R-410A (HFC) refrigerant. In March 2013, we released a residential air conditioner using R-
32 in India. We are in the process of releasing these R-32 air conditioners in other countries and using R-
32 for commercial air conditioners and residential hot water heaters as well.

To encourage the adoption of R-32 globally, in September 2011 Daikin began offering companies in
emerging countries 93 patents related to the manufacture and sales of air conditioners that use R-32
free of charge. In September 2015, these patents were offered to companies worldwide, including
developed countries. In 2019, we made a non-assertion pledge, which offers free access to around 180
patents filed since 2011 related to the manufacture and sales of air conditioners that use R-32. This
pledge is now helping reduce the impacts of global warming by making the broader use of R-32
possible. In July 2021, this pledge was further extended to include 123 more patents.

In addition, Daikin provides technical support in emerging countries by cooperating with governments
and international organizations throughout the world and provides information and technical support
through international conferences, academic conferences, and papers on the impact and
countermeasures in relation to refrigerants and global warming. For example, in India, Thailand, and
Malaysia, seminars were held for government officials and air-conditioning industry groups to promote
understanding of R-32, and we conducted training for local air-conditioning installation and service
technicians on the appropriate handling of R-32. In Mexico and Brazil, Daikin was commissioned by the
Japan International Cooperation Agency (JICA) to handle private-sector technology promotion projects
in an expanded range of activities, including the distribution of air conditioners with R-32 refrigerant
and initiatives to create energy-efficient markets.

As a result, Daikin has sold more than 33 million R-32 air conditioners in over 100 countries. It is
estimated that, including the products of other companies, the worldwide R-32 air conditioner market
exceeds 160 million units, whose contribution to CO, emissions reduction is estimated at 260 million

tons (calculated by Daikin as of June 2021).

Environment -168 -



| Cumulative Total of R-32 Air Conditioners Sold by Daikin (As of June 2021)

Over 33 million air conditioners sold in more than 700 countries worldwide

(Approx. 13.5 million in Japan and 19.5 million overseas)

P Daikin sales
(including limited sales)

As of June 2021
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Worics

Patent Non-Assertion Pledge for Equipment Using Low Global Warming Potential Refrigerant
R-32

Daikin has made 93 applied patents for R-32 air conditioners related to the manufacture and sale
available to the world because it believes low global warming potential R-32 is overall the optimal
refrigerant for today's residential and commercial air conditioners. In July 2019, we made a non-
assertion pledge to offer free access to around 180 patents in order to further promote the spread of
R-32. In July 2021, this pledge was further extended to include 123 more patents.

Moreover, in December 2019 we participated in WIPO GREEN" and registered these patents in WIPO
GREEN's database in March 2020. By promoting the quick spread of R-32 through our participation
in this mechanism that encourages technology sharing and mutual utilization by introducing
sustainable technologies broadly to the world, we will help to mitigate environmental impact of
refrigerants around the world.

* One organization of the UN's World Intellectual Property Organization (WIPO) with the mission to speed up the
adoption of solutions for environmental issues.
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System for Recovery, Recycling and Destruction of Refrigerants

As a responsible manufacturer of air conditioners and refrigerants, Daikin engages in activities to
prevent the discharge of refrigerants into the atmosphere during the product lifecycle.

For example, in Europe, where people are advocating for a circular economy, there is growing demand
for the recovery and recycling of refrigerants from used air conditioners, from the standpoint of the
importance of resource recycling and stable supply of refrigerants. Daikin has established a system for
recovering, recycling and reusing refrigerants from used air conditioners in the European market.

Daikin has established three routes: simple recycling that removes impurities such as oil and water based
on the quality condition of the recovered refrigerant, full-scale reclaiming that breaks the refrigerant
down by component and then readjusts components at a plant to reclaim the quality as good as that of
virgin refrigerant, and destruction for refrigerant that cannot be recycled. In the process of establishing
these routes, Daikin Europe N.V. cooperated with A-Gas, a company based in the U.K. that recovers and
reclaims refrigerant, and released simple recycling equipment under the Daikin brand in fiscal 2019.
Daikin Refrigerants Europe GmbH owns a destruction plant in Germany and began operating a
reclamation plant there, too. By utilizing this scheme, in fiscal 2019, Daikin Europe N.V. commenced
sales of VRV LeoP by Daikin air conditioners that use reclaimed refrigerant.

Going forward, Daikin will continue to implement efforts to widely permeate this scheme in Europe.

I Main progress and results in fiscal 2020

« Began demonstration experiment with participation in the EU Grant Project
Daikin Europe N.V. and Daikin Central Europe participated in the EU funding program of the
LIFE3R project. In the LIFE3R project which strives for a circular economy of fluorocarbons,
demonstration experiments such as recovery, recycle, and reuse of refrigerants and online
trading of recovered refrigerants were started in three countries in the EU in November 2020.

» Released the portable refrigerant reclaim machine
We launched a high performance portable refrigerant reclaim machine equipped with an oil
separator with electrostatic separation technology in the European market in April 2020.
Using the machine, refrigerants can be renewed with a high purity by eliminating impurities
from the recovered refrigerant. We aim to expand the utilization of simple regenerated
refrigerants in anticipation of the rising price of refrigerants and tight supply and demand
balance in the future.

 Launched Reclaim with Confidence Program in the U.K.
We launched Reclaim with Confidence Program, a new refrigerant reclamation package
service, in the U.K. By combining the services of recycle cylinder handling by air conditioner
wholesalers and the refrigerant reclamation by A-Gas, we are able to provide our refrigerant
recovery service to a wide range of targets who are not our direct customers.
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Refrigerant recovery in Europe

Portable Refrigerant Reclaim Machine with Electrostatic
Separation Technology

Development and Verification of New Technology Promoting the Spread of CO, Conveni-Pack

Daikin began selling Conveni-Pack in 2007. This system combines air conditioning and refrigerating
functions into one system aimed at convenience stores and supermarkets. Conveni-Pack is a system that
uses Daikin's proprietary inverter and refrigerant control technologies to recover waste heat from
refrigeration display cabinets for use in heating. Compared to conventional methods using separate air
conditioning and refrigerating functions, Conveni-Pack is able to reduce annual electricity consumption
by around 50% under the climate conditions of Europe.

CO, Conveni-Pack uses CO, refrigerant with a global warming potential of 1 in place of the
conventional R-410A refrigerant. In January 2020, Daikin began demonstration testing of CO, Conveni-

Pack using a subsidy” from the EU. The testing will cover a three-year plan and involve verifying the
safety and efficiency of the system after steadily rolling it out at retail shops in Belgium, Germany and
Spain.

* Projects approved for the LIFE Programme implemented by the EU for the environment and climate action receive a
subsidy to defray 55% of the their costs.
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Related information

» Patent Non-Assertion Pledge for Equipment Using Low GWP Refrigerant HFC-32 1 (236KB)
(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/pdf/press_20190701-pdf)

> Key Activities of Fiscal 2015: Environment—Creating a New Market that Contributes to the
Mitigation of Global Warming 1 (2.0MB) (https://www.daikin.com/-/media/Project/Daikin/
daikin_com/csr/feature-past/feature2015-environment-pdf)

» Key Activities of Fiscal 2019: Environment—Launched New Refrigerant Service in Europe

Contributing to a Circular Economy
(https://www.daikin.com/csr/feature2019/01.html)

» Dialogue with Governments and Industry Groups (Page 482)
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Response to Climate Change

PROMOTING THE USE OF INVERTER PRODUCTS

To reduce global warming worldwide, it is crucial to spread the use of highly energy efficient products,
such as those using inverters, to all countries. Daikin is developing affordable air conditioners for
Southeast Asian countries, where market penetration is still low. We are also working to support the
creation of a mechanism to assess the energy performance of inverter models in Southeast Asia, Latin
America, the Middle East and other areas.

Inverter Technology

Can Reduce Power Consumption by Approx. 58%

Inverters are frequency conversion devices that control electrical voltage, current, and frequency.
Inverters precisely control the compressor motor, the heart of an air conditioner. Furthermore, in
addition to having modified conventional motors and heat exchangers, inverter air conditioners use
approximately 58% less energy than non-inverter models.

I Comparison of energy consumption (Non-inverter air conditioner 100%)

58%

energy

savings
Non-Inverter Inverter air

alr conditioner conditioner

Related information

» Inverters B (https://www.daikin.com/about/why_daikin/benefits/inverter/index.html)
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Promoting the Use of Inverter Products

Spreading the Use of Inverter Products Worldwide

The Daikin Group aims to spread the use of highly energy-efficient inverter products so that consumers
use less energy during air conditioner operation and thus emit less CO,.

Because inverter products are more expensive than non-inverter products, they have been slow to
achieve market penetration in Southeast Asia. However, in fiscal 2014, we developed an inverter air
conditioner at a relatively low price especially for the Asian cooling-only air conditioner market. Such
products are achieving greater market penetration due to factors including stricter energy efficiency
standards and rising energy awareness among the general public stemming from rising electricity prices
in Southeast Asia.

To help promote the spread of inverter products, we are in the process of creating mechanisms to
evaluate their energy-efficiency performance. In the past, the most common index for evaluating an air
conditioner's energy-efficiency performance was Coefficient of Performance (COP), under which the
amount of energy consumed was calculated at a fixed efficiency without adjusting for air temperature
changes. However, COP cannot be used to properly evaluate the performance of inverter products,
which operate at an optimal level depending on the changes in ambient temperature. Therefore,
Japan's air conditioner industry has led calls for a switch to using Annual Performance Factor (APF), and
since 2013 APF has been used in ISO standards.

In emerging countries, where APF is starting to come into use, Daikin is working with the Japanese
government and industry groups to get APF adopted in Latin America, the Middle East and other areas
as the industry standard and to introduce indicators and standards as well as create energy labelling
systems as part of support for creating evaluation standards.

I Inverter Products as Percentage of All Residential Air Conditioners Worldwide (FY2020)

Market Inverter percentage
Japan 100%
EU 100%
Australia 98%
Brazil 69%
India 63%
China 60%
Saudi Arabia 30%

Source: BSRIA
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Related information

> Key Activities of Fiscal 2018: Environment—Promoting the Spread of Energy Efficienfechnology
through Dialogue and Collaboration with Governments and International Agencies
(https://www.daikin.com/csr/feature2018/01.html)

» Key Activities of Fiscal 2015: Environment—Creating a New Market that Contributes to the
Mitigation of Global Warming T (2.0MB) (https://www.daikin.com/-'media/Project/Daikin/
daikin_com/csr/feature-past/feature2015-environment-pdf)

» Dialogue with Government and Industry Groups (Page 482)
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Response to Climate Change

PROMOTING THE USE OF HEAT-PUMP TYPE
SPACE AND HOT WATER HEATERS

In recent years, growing environmental awareness has led to the spread of highly energy-efficient space
and hot water heaters. In Europe in particular, which has a relatively cold climate, space and water
heaters account for more than 80% of household energy consumption, thus there is an ongoing shift
from conventional combustion-heat source equipment to heat-pump heating that emits less CO,.

Daikin is engaged in the development and promotion of hot water heaters and space heaters using
highly energy-efficient heat pump technology while striving o increase comfort and reduce CO,

emissions.

Heat-Pump Technology

Less than 1/2 of the CO, Emissions Compared to Burning Fossil Fuels

The heat pump system is a technology that cools the air and heats water by extracting the heat stored
in the air. Compared to carrying out space and water heating using methods in which fossil fuels such as
gas, oil, and coal are directly burned, heat pump systems emit less than half of the CO,.

| Heat-Pump: Mechanism and Effect

g ™\
The potential impact of heat pump

use in building and industrial

sectors worldwide

50% reduction |
A | in COz emissions | Annual
o | from building reduction
sector _,_ of 1.8 billion
5% reduction tons of CO2
l in G0z emissions | @MISsIONs
Sl from industrial worldwide
sector .

Solar energy stored in the air is collected| (Source: International Energy Agency (IEA)) )

using a heat pump and used for air
conditioning and water heating

Related information

» Heat Pumps & (https://www.daikin.com/about/why_daikin/benefits/heatpump/)
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Promoting the Use of Heat-Pump Type Space and Hot Water
Heaters

Bringing More CO,-Reducing Heat-Pump Type and Gas Combustion Type Space and Hot Water
Heaters to the European Market

Daikin is engaged in the development and promotion of hot water heaters and space heaters using
energy-efficient heat pump technology.

Policies on the use of renewable energy have been promoted in Europe since late 1990s. In January
2009, the heat pump was recognized in the EU as technology that captures renewable energy and heat
pump heaters are being recommended as part of this target. A building taxation system based on CO,
emissions standards has come into effect in London in 2019 and in Germany in 2021, with the gradual
switch from gas boiler to heat pump in progress.

For the European space heating market, we will expand the product line up and carry out meticulous
marketing efforts as we make our heat pump and gas-combustion-type products more energy efficient
in the market around the world and thus contribute to reducing CO, emissions.

Environment -178 -



Examples of promotion activities of heat pump and gas-combustion type space and water heaters in

Europe

Items

Daikin Altherma heat pump
space and water heater

High energy efficient gas
combustion space heaters

Promote switch to energy
efficient models based on need

Expand product line up in
accordance with the multiple
climate conditions and market
needs in Europe

Activities at Daikin Asahikawa
Laboratory (Asahikawa,
Hokkaido)

Environment

Details and results of activities

Development of models for the European market (2006) and
expanding the product lineup as needed since then

Development of hybrid products combining heat pumps and boilers
for extremely cold regions (2014)

Development of a small-capacity hybrid 4 kW space and water
heater and space and water heaters that utilize geothermal energy
intended for use by major home builders, local municipalities, and
public power companies

First in the industry to release models using R-32, a refrigerant with
low global warming impact (2018)

Regained top share (2019)

Introduction of R-32 in the large capacity class of Monoblock which
requires no refrigerant piping connection process (November 2020)

Released Water Plumbing Kit, which simplifies on-site plumbing
construction (launched in France in May 2020 and within EU in July
2021)

Focused on developing since fiscal 2014 in aims to expand options in
energy efficient models

Provide suggestions on switch to the best suited energy efficient
model based on usage and size
o Switch from space heater with big environmental impact to
heat pump
o Switch to hybrid type products that automatically selects
between heat pump and gas combustion for equipment with
moderate impact
« Switch to energy efficient gas combustion heating for
equipment with a small environmental impact

Development of a R-32 high temperature discharge type that can
replace oil-fired boilers in existing building markets and a R-32
geothermal heat source type suited to cold regions (fiscal 2019)

Developing new space and water heating systems that will offer

comfort and energy efficient for the world's extremely cold regions
(since December 2013)
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| Daikin Hybrid Altherma

In Europe, we sell the Hybrid Altherma, which automatically switches from heat pump to gas

combustion mode when outside temperature drops significantly, thus providing the most efficient and
economical heating possible. This product offers a more-than 35% reduction in CO, emissions compared

to gas combustion-type products.

In fiscal 2019, we released system that allows heat pump outdoor units to be retrofitted on existing

boilers using Hybrid Altherma. This enables energy saving using existing equipment in place.

(Gas and heat pump
hybrid operation
made Is ideal during
the mid-temperature More than
Amount ?ifed SERAEA Heat |
energy nee pump operation
for spah:;e;:lnd offers energy savings 3 5 9% reduction
wiatar n a o
why | T gﬂ,‘;ﬂ&ﬂ‘ in CO2emissions
operation which accounts for compa re_d togas
| starts when about 50% of the combustion-type
| It's cold heatlng season. products

-5 5 15
BExterior tamperatura (°C)
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Promoting Residential Water Heaters and Floor Heaters in Japan

In Japan, water heaters account for 25% of all residential electricity consumption, thus there is a need
to switch over to systems with minimal environmental impact to control global warming.

Daikin's heat-pump technology is incorporated into ECOCUTE heat-pump water heaters and Hot Eco-
Floor heat-pump hot-water floor heaters. The latest ECOCUTE model reduces annual energy
consumption approximately 23% by improving heat transfer performance with a highly efficient water
heat exchanger that facilitates agitation in the water pipe shape and an air heat exchanger with a
uniquely shaped waffle guide fin.

In fiscal 2018, we released a residential hot water heater that can communicate with a home energy
management system (HEMS), which allows users to save energy in the home. This hot water heater
promotes the use of renewable energy and promotes the use of excess electricity that is generated from
solar power in newly built zero-energy homes (ZEHs).

In this way, new products incorporating the latest technologies have greatly improved energy saving
performance compared to past products, but if energy savings can be improved even in existing
equipment, energy consumption can be reduced substantially throughout the entire market with the
commercialization of replacement heat source units. In recognition of high energy savings and the
lower introduction costs and shorter construction time compared to system replacement, Daikin
received the Chairman Prize of Energy Conservation Center, Japan (ECCJ) in the Energy Conservation
Grand Prize for fiscal 2017.

BTNy s-aBR ¢

ERHR
ERAAREOME T -2 53
SIFMBESIREFN
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Promoting Highly Energy-efficient Products Including the MEGA-Q Large-Scale Heat-Pump Hot
Water System in the Japanese Commercial Market

In Japan, we are marketing space and hot water heaters for the commercial market as well using highly
energy efficient heat-pump technology.

In November 2012, we began selling a new model of the commercial heat-pump water heating system
(MEGA-Q) for large-scale facilities such as hotels and hospitals, which we first introduced in April 2009.
Compared to gas-combustion hot water heaters, this new model releases about 60% fewer CO,
emissions and reduces running cost by about 60%. Facilities like hospitals and golf courses require
changing volumes of hot water daily, and Daikin meets this challenge with a hybrid hot water supply
system that provides hot water during base periods with MEGA-Q and that switches to boiler operation
during peak periods. In addition to commercial applications such as these, in the near future we will
come out with products for processes in factories that must respond to environmental requirements.

Comparison of Annual CO, Emissions: MEGA-Q Large-Scale Commercial Heat-Pump Water Heating
System versus Combustion-Type Boiler

Approximately

! 60«

reduction in annual
CC2 emissions

Combustion-type MEGA-Q
bilar

Related information

» Key Activities of Fiscal 2017: Customer Satisfaction—Create a Mechanism That Brings Peace of

Mind by Promoting Adoption of Low-Environmental- Impact Heat-Pump Heating
(https://www.daikin.com/csr/feature2017/03.html)

> Commercial heat-pump hot water heaters (available in Japanese only) &
(http://ec.daikinaircon.com/ecatalog/DKCB028/)

» Danzen Heat heat-pump heaters (available in Japanese only) 5
(http://ec.daikinaircon.com/ecatalog/DKCB032/)
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Response to Climate Change

ENERGY-EFFICIENCY THROUGH
FLUOROCHEMICAL PRODUCTS AND OIL
HYDRAULIC PRODUCTS

Fluorochemical Products

Fluorine Characteristics Help Improve the Performance of Lithium-lon Batteries

We offer gasket and binder materials that utilize the characteristics of fluorine for use in lithium-ion
batteries. In addition, we are also undertaking development of binders that do not rely on solvents as a
next-generation material which could lead to reduction of environmental impact.

As the use of renewable energy encouraged is seen in policies of each country and region globally,
lithium-ion batteries as power storage system that is indispensable has attracted attention. Daikin aims
to contribute to reduction in CO, emissions through development and provision of outstanding

materials.

Refrigeration Equipment Lineup with Lower Global Warming Potential Refrigerants

Daikin is gradually expanding product lineup of refrigerants with a lower global warming potential
(GWP) than the R-404A refrigerants used in many conventional refrigeration equipment.

In addition to our R-407H refrigerant developed in-house, we also released the R-448A product
manufactured by Honeywell International Inc. in Japan in 2020. In 2021, we plan to release R-455A,
made by the same company, in Europe, which has cleared the GWP 150 or less stipulated by the
European F-gas regulations. Additionally, we are also conducting in-house development of next
generation refrigerants with zero GWP for air conditioners use.

Related information

> NEOFLON ETFE EP-Series 12
(https://www.daikinchemicals.com/solutions/products/fluoropolymers/neoflon-etfe.html)
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Oil Hydraulic Equipment

Energy-Efficient Hybrid Hydraulic Super Unit
Energy Savings and Lower CO, Emissions in Factories

Daikin also continuously pursues greater energy efficiency for hydraulic units for factory production
lines.

The energy-efficient hybrid hydraulic Super Unit employs the same motor inverter technology that is
used in Daikin's energy-efficient air conditioners. The Super Unit determines the load on the machine,
depending on whether it is in standby, operation, or pressure holding mode, and electronically controls
the pump at the necessary RPM. The result is energy savings of more than 50% in pressure holding
mode (compared to Daikin piston pumps). For use on presses, vulcanizers, casting machines, and a wide
range of other industrial equipment, it contributes to dramatic energy savings and lower CO, emissions.
We introduced new models and expanded the lineup in 2014. In 2017, we launched two for 37 kW
models compatible with large machines that consume large amounts of power.

The Super Unit is widely used on industrial equipment around the world and has been highly rated for
its superior precision and energy efficiency.

I Electricity Consumption of Super Unit and Conventional Hydraulic Unit

m—— Conventional hydraulic unit m—  SLper Unit
I \ Pump BPM is ke
|| |a1 m rﬂmu.umml':|| [=1u ] S
Elzctricity N pressure ng
consumption I and standby modes,
thus saving energy. |
’ ]
- i - :
Standby/prassure halding  Operation  Standby/pressure holding (Time)

EcoRich Energy-efficient Hydraulic Unit
Helps Reduce Energy Consumption

EcoRich was developed in 1999 and was the world's first product to combine hydraulics technology and
air conditioner motor inverter technology. It achieved approximately 50% lower energy consumption
compared to Daikin's piston pump. In 2016, this product underwent a model change with the
incorporation of high-efficiency IPM motor. Among its many features were a 30% decrease in energy
consumption over the previous model and a 5°C reduction in oil temperature rise.

In 2018, we released a new EcoRich series, developed without a transformer, with 400 V specifications. It
can be connected directly to power sources in Europe and China and does not require the installation of
a transformer.
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9 Series Oil Cooling Unit
Product Lineup Expanded to Meet Extensive Range of Needs

In machine tools, Daikin's Qil Cooling Unit makes possible detailed temperature control of the
lubricating and cooling oil, which has a major effect on the precision of the work. Daikin's 9 Series Qil
Cooling Unit allows temperature adjustment to +0.1°C. In addition, with inverter control and the most
advanced compressor, it offers 45% greater energy efficiency than conventional on/off controllers. In
fiscal 2020, we left the 9 Series as is with its high energy efficiency, and released the 10 Series, a
compact, light-weight, transformerless 400V model, and expanded our product lineup in fiscal 2021.

At the same time, we are also developing some models in the oil cooling unit lineup in a water-cooling
type. This style of product eliminates heat outside of the factory using cooling water in order to
eliminate waste heat from general air-cooling-type Oil Cooling Units inside a factory. We released some
models in fiscal 2018, and in fiscal 2019, we expanded our lineup of coolant-cooling type products.
Furthermore, in 2020, we also released products for oil cooling, as well as added more water cooling
type products to our lineup.

Feamw

Transformerless 400V Oil Cooling Unit

Related information
» SUPER UNIT &2 (https://www.daikinpmc.com/en/special/sut/)

» ECORICH B8  (https://www.daikinpmc.com/en/special/ecorich/)

> Oil Cooling Unit B3 (https://www.daikinpmc.com/en/special/oilcon/)

> Oil Cooling Unit 10 Series 400V Model & (https://www.daikinpmc.com/en/special/oilcon/10series/Ip/)
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Response to Climate Change

REDUCING GREENHOUSE GASES DURING
DEVELOPMENT, PRODUCTION AND
TRANSPORTATION

Reducing Greenhouse Gas Emissions During Development and
Production

Target Reached: 79% Reduction Compared to Fiscal 2005, achieved Environmental Action Plan
2020

Daikin strives to reduce greenhouse gas emissions during the product development and production
processes.

Daikin emits two kinds of greenhouse gases during development and production processes: CO, from
energy use, and fluorocarbons. We have set goals for reducing greenhouse gas emissions during the
product development and production processes in fiscal 2020 by 70% and in fiscal 2025 by 75% in
comparison to fiscal 2005. We reached our Environmental Action Plan 2020 goal with greenhouse gas
emissions in fiscal 2020 of 1.08 million tons-CO, (79% reduction compared to fiscal 2005). As an energy
initiative, we purchased green electricity at Goodman Manufacturing Company, L.P. in the U.S. and
installed a 5 MW sized solar power generation system at Daikin Tukey A.S.

In addition, regarding fluorocarbons, we have introduced couplers (joints) with less leakage when
charging refrigerants in air conditioners in Japan in fiscal 2020.

I Greenhouse Gas Emissions (during development and production)
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* Amount of emissions assuming business growth without taking measures (fiscal 2016 as baseline)
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Related information

> Method of Calculating Greenhouse Gas Emissions Data (Page 612)

» Search by ESG Data (Page 622)

Ml Terminology

Greenhouse Gases

Greenhouse gases as major cause of global warming, CO,, CH,, N,O, and four fluorinated gases

(HFCs, PFCs, SFg, and NFs), are subject to regulation based on the Kyoto Protocol.
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Reducing Energy-Induced CO, in Development and Production

CO, Emissions per Production Unit Dropped by 14% Against Standard Value

The Daikin Group as a whole is taking a systematic approach to reduce energy-induced CO2 by
improving energy efficiency during development and production processes.

In fiscal 2020, CO, emissions per production unit dropped 14% against the standard value. Following
from the previous fiscal year we have continued to visualize energy usage at each location, minimize
use, and improve low pressured compressed air in fiscal 2020.

In addition, we also received certification for the ISO 50001 international standard for energy
management at Daikin Europe N.V. and Daikin Industries Czech Republic s.r.o.

I Total Energy-Induced CO, Emissions, CO, Emissions per Unit of Production
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Related information

» Search by ESG Data (Page 622)

Ml Terminology

CO, emissions per production output

The amount of CO, emitted by the amount of production. The lower this figure, the less CO, a

company emits per unit of production and thus the more efficiently that company can make
products.
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Reducing CO, Emissions during Transportation

CO, Emissions per Sales Reduced by 4.4% Over Fiscal 2015

Daikin Industries, Ltd. set a goal of decreasing CO, emissions (per sales) from transportation by 5% by
fiscal 2020 compared to fiscal 2015 by switching from trucks to trains and ferries. We also increased the
use of direct shipping from overseas production sites to places of consumption in Japan to ensure the
shortest possible transportation route.

In fiscal 2020, we also introduced transportation by railway for the return trip from Tokyo to Kansai.
This initiative to utilize roundtrip travels is also recognized by the Ministry of Land, Infrastructure,
Transport and Tourism's Promotion of Modal Shift-Intermodal Transportation.

The modal shift conversion rate in fiscal 2020 was 21%.

I CO, Emissions per Sales from Transportation (Air Conditioning Divisions)
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I Reducing Other Environmental Impact during Transportation

» We solved the driver shortage by reducing the truck waiting times and loading times and thus the
amount of work hours.

» At production bases in Japan, we are promoting the engine replacement of forklifts with electric
models.

» We practice start-stop for all vehicles on the premises including vehicles of our transport partners.

e We are engaged in reducing CO, emissions through improved transportation efficiency and
decreased packaging volume, and reducing electricity consumption through shorter working hours.

« We are working with overseas development bases on promoting material-saving packaging designs
in reducing packaging volume.

» We revised the warehouse layout both in Japan and overseas to boost work efficiency

» We have introduced an IT system that visualizes the shipment status of imported items. Delivery
drivers in Japan using smartphones to directly confirm their estimated arrival time reduced the
number of steps in communication between multiple departments previously required for inquiries
or contacts.
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Using Renewable Energy

Using More Solar, Wind, and Hydro Power

Daikin is working to expand the use of renewable energy such as solar, wind, and hydro powers.

In fiscal 2015, we installed tracking solar panels at the Technology and Innovation Center (TIC), Daikin's
R&D base, which helped the solar power system generate 7,230 MWh a year at development and
production bases in Japan and overseas. This is equivalent to CO, emission reductions of approximately

4,000 tons-CO, (estimated by Daikin).

Moreover, in Europe, where governments using EU directives on renewable energy like solar, wind, and
hydro powers, we are aiming to have renewable energy account for 20% of the energy mix by 2020. We
have introduced green electricity to power factories and offices at Daikin Europe N.V., AAF (UK), Daikin
Device Czech Republic s.r.o., and Daikin Applied Europe.

In Asia and Oceania, we are installing large scale solar panels at Daikin Industries (Thailand) Co., Ltd.,
Daikin Compressor Industries, Ltd. and Daikin Airconditioning India Pvt. Ltd.

In fiscal 2020, we purchased green energy at Goodman Manufacturing Company, L.P. in the U.S. and
installed a 5 MW sized solar power generation system at Daikin Turkey A.S.

Going forward, we will continue to implement the use of renewable energy globally.

Solar power generation system has panels that move to
track the sun's position
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Responding to Climate Change

PROVIDING SOLUTIONS

Population and economic growth in emerging countries is spurring urbanization worldwide, and energy
demand in cities is expected to continue increasing. These cities will require air conditioning to realize
comfortable living spaces and deal with the effects of increasing temperatures.

Driven by proprietary inverter and refrigerant technologies, Daikin's air conditioners help control
environmental impact, and not just through individual air conditioners but also via building-wide
energy solutions. Through optimal management and demand response measures that combine air
conditioning, peripheral equipment, buildings, and renewable energy, we are contributing to solving
energy problems brought on by urbanization. In addition, through the creation of cyclical systems and
new energy sources, we are also contributing to the creation of sustainable cities.

Optimal Energy Management for Buildings

Initiatives to Realize Net Zero Energy Buildings (ZEBs)

Daikin is providing building-wide energy solutions that use the company's technologies to solve energy
problems. One way we are doing this is through net zero energy buildings (ZEBs).

A ZEB is a building that achieves dramatic energy savings (at least 50% greater than standards) while
maintaining a comfortable air environment. There are three categories: ZEB, Nearly ZEB, and ZEB
Ready” depending on the energy efficiency rate. Normally, ZEB requires improving the performance of a
building's outer layer, using passive energy, incorporating high-efficiency equipment such as air
conditioners, ventilation, lighting, and elevators, and using advanced control. Daikin has accumulated
knowledge and advanced technology on LED lighting control as well as air conditioners and ventilation
systems and their controls. It is possible to achieve ZEB using our unique system that is versatile and
popular for application in existing small- and medium-sized buildings with high energy-saving potential
as well as new buildings.

In 2015, , we carried out ZEB demonstration testing at our R&D base, the Technology and Innovation
Center (TIC), a newly-built large facility. In 2017 at the Daikin Industries, Ltd. building in Fukuoka
(Fukuoka Building), we received ZEB Ready Distinction for a small- and medium-sized renovated
building.

In addition, we registered as a ZEB planner in response to call for applications by the Sustainable open
Innovation Initiative in order to accelerate our ZEB planning business while leveraging the success we
have had so far to provide solutions that increase the number of ZEB buildings. Going forward, we are
focusing on making proposals with ZEB, as well as collaborate on projects with general contractors
advanced in making ZEBs in Japan and overseas.

* ZEB Ready: A building that consumes at least 50% less energy compared to normal building energy standards.
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Worics

First Company in Japan to Receive ZEB Ready Distinction for a Tenant
Building of over 30 Years

A building owned by Anabuki Kosan Inc. received ZEB Ready Distinction in
January 2019 and received the Chairman Prize of the Energy Conservation
Center, Japan, in the Energy Conservation Case Category of the fiscal 2020
Energy Conservation Grand Prize. Daikin provided consultation on energy
conservation and ZEB support, and reduced approximately 68% of energy
consumption compared to the standard. This was the first tenant building
of over 30 years of age in Japan to receive the ZEB Ready Distinction.

In this manner, Daikin is leveraging its expertise on turning existing, older .. T
buildings into ZEB to accelerate its delivery of solutions address energy

Aepresgan BRI
. Logo of the Energy
conservation challenges.

Conservation Grand Prize
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| Results of ZEB related activities by Daikin

Time

November 2015
(construction
completion)

May 2017

October 2017

January 2019

March 2020

Activity & results

Achieved ZEB for new, large-scale building at our TIC

Received ZEB Ready Distinction in the renovation of Daikin
Industries, Co., Ltd. Fukuoka Building for small- and medium-
sized buildings

Features: Transforming a 20-year old building (constructed in
1996) with high-efficiency air conditioner and ventilation system
and control system for AC and LED lighting

Registered as a ZEB planner

Received ZEB Ready Distinction for a building owned by Anabuki
Kosan Inc.

Features: Daikin provided energy-saving consulting and ZEB
support. First tenant building in Japan to achieve the distinction
with over 30-years of age.

Esaka Building owned by Daikin Industries, Co., Ltd. received ZEB
Ready Distinction

Features: A 67% reduction in annual energy consumption
compared to the standard value”. Received both ZEB and CASBEE
Wellness Office certification for energy conservation as well as
taking workers helath into consideration in the refurbishing of
the small- and medium-sized building.

Third-party evaluation and
recognition

o ZEB

e LEED® Platinum
certification (July 2016)

o CASBEE certification in the S
class (evaluation agency:
Institute for Building
Environment and Energy
Conservation (IBEC))

e ASHRAE Honors and
Awards (October 2017)

e ZEB Ready

o Director-General Prize of
Agency for Natural
Resources and Energy, fiscal
2018 Energy Conservation
Grand Prize

e ZEB Ready

e Chairman Prize of Energy
Conservation Center, Japan,
at the fiscal 2020 Energy
Conservation Grand Prize,
Energy Conservation Case
Category

e ZEB Ready

e Received certification of
CASBEE Wellness Office A
class (evaluation agency:
Institute for Building
Environment and Energy
Conservation (IBEC))

* Standard value: Energy consumption value of common buildings of the same size (reference building).
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Energy Performance Assessment of Daikin Industries, Ltd. Fukuoka Building (Primary Energy
Consumption™")

100
Ventilation\Water heating 3 —

Lighting 28 — *,
R 3 Ventilation/Water heating
"ig 10 Lighting
I

— 26 Air conditioners
{Including total heat exchanger and DESICA)

Measured 46 Solar power
value*2

Alr conditioners 689 —

Standard value
{WEBFRO)

*1 ZEB assessments do not include electricity consumed via wall sockets.

*2 Includes operation time correction (actual operation from June 2017 to May 2018).

Task and Ambient Air Conditioning System Adopted by a Rinkai Factory Reduces Electricity
Consumption by 74.9%

The Sakai Plant's Rinkai No. 1 Factory, which commenced operations in June 2018, is working to balance
comfort and energy efficiency in order to resolve issues concerning air conditioning system for the
factory's large space. The factory has been able to reduce electricity consumption during the first year
after it began operating by 74.9% compared to the use of a factory-wide air conditioning system.

Conventionally, the air conditioning systems used for large spaces at plants were ambient (zone) air
conditioning and task (spot at workers) air conditioning. However, these systems of air conditioning
have advantages and disadvantages in terms of comfort and energy efficiency, making them the
common trouble of people working at plants. Therefore, at Rinkai No. 1 Factory, we introduced a task
and ambient system that incorporates the optimum air conditioning system for each line. This system
also utilizes outdoor air treatment units. Analysis of data from air conditioning monitor system D-BIPS is
used to speed up energy efficiency improvements and for the optimum controls. These initiatives earned
the factory the Chairman Prize of Energy Conservation Center, Japan, at the fiscal 2019 Energy
Conservation Grand Prize.

Using the knowledge gained from Rinkai No. 1 Factory, we will now roll out energy conservation
improvements for large spaces at other plants and factories in the future.
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Green Building Certification

Daikin Bases Worldwide Certified as Energy-Efficient Buildings

Daikin has been busy working toward green building certification at its worldwide bases with facilities
whose design, construction, and operation are in harmony with the environment and society.

In July 2016, the Technology and Innovation Center earned LEED® Platinum certification. It has also
earned the highest certification (S class) in Comprehensive Assessment System for Built Environment
Efficiency (CASBEE), a highly recognized system in Japan for the comprehensive assessment of the
environmental performance of buildings, districts, and cities. CASBEE was created by the Institute for
Building Environment and Energy Conservation (IBEC). In October 2017, we were selected in the
AHSRAE Honors and Awards (sponsored by the American Society of Heating, Refrigerating and Air-
Conditioning Engineers, ASHRAE) for developing a revolutionary, highly energy-efficient system and for
reducing environmental impact and providing a comfortable indoor environment that matches Japan's
climate needs.

In addition, 19 buildings that have Daikin products such as VRV multi-split type air conditioners and
systems installed earned LEED® Platinum certification, showing that we are contributing to the
worldwide certification of green buildings.

In fiscal 2020, Shenzhen McQuay Air Conditioning Co., Ltd. received the LEED® Gold certification, as
well as the Three Star Green Building Design Label Certificate.
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(Shenzhen McQuay Air Conditioning Co., Ltd.)

Three Star Green Building Design Label Certificate
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City-Wide Optimal Energy Management

Energy Efficiency throughout Entire Cities

Between fiscal 2014 and 2016, along with Hitachi, Ltd. and Mizuho Bank, Ltd., we participated in the
Smart Communities Project in Greater Manchester, UK, implemented by Japan's New Energy and
Industrial Technology Development Organization (NEDO). Under this project, the heating systems were
converted to the heat-pump space and water heater, Daikin Altherma, models to improve energy
efficiency in 550 homes. We also conducted a demonstration project for a potential business model
using automated demand response technology™’, in which the air conditioner operation is controlled at
multiple residences, and excess electricity is generated.

In fiscal 2019, we continued to participate as a member of a consortium formed by Manchester City in
the decarbonization verification project for home heating administered by the U.K. Department for
Business, Energy and Industrial Strategy. This project, which was adopted for funding, will involve
connecting a Daikin Altherma installed as part of a NEDO verification project to the latest cloud system
to conduct coordinated controls by consortium members beginning in September 2020. We plan to
provide over 250 units of Daikin Altherma as part of this project.

Since fiscal 2016, we have also been participating in a verification project of automated demand
response technology in Lisbon, Portugal. We worked together with the New Energy and Industrial
Technology Development Organization (NEDO) on developing the air conditioning automated demand
response technology, and began trial operation in July 2018. VRV multi-split air conditioners installed in
several buildings including the city hall are optimally controlled with a balance between renewable
energy and the amount of electricity purchased by using data such as energy usage, weather analysis,
and communication with an aggregator.

In addition to the above, in fiscal 2018, we held a workshop in Brussels, Belgium at which we discussed
the European market environment, limiting conditions, and the potential for dissemination of virtual
power plants (VPP*2), etc., which include demand response. Taking part were the Electric Power
Research Institute (EPRI) from the U.S., Belgian research institute EnergyVille, and related participating
groups.

In fiscal 2020, Daikin's research and development base, Technology and Innovation Center (TIC),
participated in the Innovation Ecosystem, which was formed as a redevelopment project for the former
site of Expo Milano in Italy. Daikin Airconditioning Italy S.p.A. also supports the same program.

*1 Automated demand response technology: Daikin's technology which automatically adjusts power consumption of air-
conditioning systems

*2 Virtual power plant (VPP): By carrying out remote control and integrated control of energy sources distributed in
different locations (power generation facilities, power storage facilities, demand facilities, etc.), they all function as if
they were a single power plant.

Environment -197 -



Creating New Energy

Aiming to Disseminate Renewable Energy

Daikin is making use of the energy-efficiency technologies, built up through products and services, for
energy-creation technologies in order to spread the use of renewable energy.

Daikin Industries, Ltd. developed a compact, low-cost pipeline-type micro-hydroelectric power
generation system after the project was adopted in 2013 for demonstration testing under the Low
Carbon Technology, Research, Development and Demonstration Program that is run by Japan's Ministry
of the Environment (MOE). Micro-hydroelectric power generation refers to small-scale hydropower
generating 100 kW or less. Micro-hydroelectric power is characterized by the fact it can make efficient
use of the potential energy from water flow, such as in cyclical water treatment facilities such as
waterworks, factory water pipes, factories, and pools, or can even use water that maintains minimal
flow in rivers during times of drought.

Hydroelectric power can be a stable power source because it generates high annual amounts of
electricity, and has a higher utilization rate than sources such as solar and wind power. However, there
are limited locations where micro-hydroelectric power can be used because it has a high cost
considering the amount of electricity it generates—100 kW or less—and the large amount of space it
requires for installation. Daikin has developed a compact and low cost micro-hydroelectric power
generation system that packages a water wheel, generator, and controller.

In fiscal 2014 and 2015, we conducted demonstration testing in Nanto City, Toyama Prefecture, and
Soma City, Fukushima Prefecture, which resulted in us achieving practical product application. In May
2016, we began a joint effort with Kobe City to evaluate long-term performance and operational costs,
which resulted in product commercialization.

Also, under the above-mentioned MOE project, an ultra-compact, ultra-low-cost, small-capacity micro-
hydroelectric power generation system developed by Daikin Industries, Ltd. was adopted and we
developed a 5.5-kW system for a three-year period from fiscal 2016 to 2018. We believe that the
development of a small-capacity product increases the number of possible installation locations for
hydroelectric power systems, particularly among small-sized waterworks-related companies, and can
contribute to reducing CO, emissions.

Daikin Industries, Ltd. established DK-Power, Ltd. in June 2017. Since then, the company has engaged in
the power generation business using small-capacity micro-hydroelectric power generation systems. As of
March 31, 2021, the company has installed these systems at 25 locations across Japan with total annual
power generation of 3,200 MWh in fiscal 2020, which is enough to power 1,070 homes".
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The company has been aiming to install these systems at a total of 30 locations nationwide for
cumulative power generation of 7,487 MWh (CO, emission reduction effect of 3,878 tons-CO,) during
the approximately five-year period from 2017 when the company was established to March 2021. While
the number of installations did not reach the target as of the end of March 2021, the number of
contracts signed with 39 projects that has exceeded the target of 30 locations. We were slightly short of
our goals for cumulative power generation at 7,188 MWh and CO, emission reduction effect at 3,723
tons-CO,.

Generator
Permanent with built-in
magnet controller
synchronous
generator Electrical energy Electrical energy
(AC=DC) (DC=AC)
— .
S
L)
Commercial
Fluid power source
— System
p — control
ump reverse nel
water wheel k2
for water
channels

* Based on homes with annual electricity consumption of 3,000 kWh

Related information

» DK-Power, Ltd. (available in Japanese only) 23 (http://www.dk-power.co.jp/)
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Response to Climate Change

RECOVERY, RECYCLE AND DESTRUCTION OF
FLUOROCARBONS

Recovery, Recycle and Destruction of Fluorocarbons from Air
Conditioners

Reducing Impact throughout the Entire Life Cycle

The fluorocarbons used as refrigerants in air conditioners have a global warming impact that is several
hundred to several thousand times greater than that of CO,.

Daikin is the only comprehensive air conditioner manufacturer developing everything from refrigerant
to air conditioners and engaging in the recovery, recycle and destruction of refrigerants. In addition to
disseminating low-global-warming-impact refrigerants worldwide, we strictly manage refrigerants
during the production, after-sales, and other stages, and we recover, recycle, and destroy refrigerants at
the end of air conditioner life so that we can reduce environmental impact throughout the entire life
cycle.

At all worldwide production bases, we recover and destroy refrigerants placed in air conditioners during
testing and other processes. We ensure thorough recovery of refrigerants by striving to improve our
technique in air conditioner installation thereby preventing refrigerant leakage during product use, as
well as making sure to recover the refrigerant before conducting any service work at the time of air
conditioner repair and replacement.

I Efforts to Prevent Environmental Burden from Fluorocarbon Emissions

Development bt Maintenance L r:tc;fcriis:gmar:'ltd
installation and disposal destruction
- Develop - Recover CFCs - Prevent - Recover - Recover - Recycling or
refrigerants generated refrigerant refrigerant refrigerant at complete
with low - Check for leaks during during time of air destruction
environmental —*  refrigerant —* Installation maintenance —* conditioner ~ —
burden leaksin - Transport - Preventing replacement
- Reduce the machinery safely refrigerant » Recover
filling amount - Prevent leakage refrigerant from
- Develop an refrigerant through use
automatic leaks due to periodic alr-conditioners
filling function faulty inspections
Installation
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| Recovery, Reclamation, and Destruction of Refrigerants

-

{1} Pump down operation i (2] Refrigerant recovery oy k
the recovery eguipment Fiepalr work
Gather the refrigerant in the Ratrl 1 . [Parta replacement, atc.
gnsterior unit via the plpes tﬁ:ggmr;&.fﬂ ey =P Maintenance After mmrﬁ Iz complets,
with new refrigerant
=g » S—X
] »
Rafrigerant | . .
Coinder  Recowery |} Upgrading, Racyche or dispose
[j iy ma—n@ - dgmsa| of wsad alr-ooncFigcmr
LS & LN A
|
Reclamation by a certified reclaimer
L e E L R Recovered refrigerant is reclaimed s a wsable refrigerant once again at the reclamation facility,
ra B
— Ippeng
— =D — G —| e |
—
Flusrocarbons | —» -
Distilling tower Condensar Dehydration tower Charging
il remaoval Gas ‘Water
= i j |
il disposal liquefaction remova (Common reclamation)
L #
8 Recovared refrigerant is transported to the fluorocarbon dastruction plants
Destruction process of refrigerants S dECﬂmpGﬁgd inta substances that do not pese an envirenmeantal threat,
' Bt
| Flugracarbans | Inte the air (COz) Wastewater treatment Recycla as
' 4 raw miaterial of
. - . T fluglocarnons from
Incineratar /i\ Palluticn-abatement Coagulant fluglochemical
Do facility
posad ) -
il C0z 1 Milk of lime Catar .
lucricacic o " - ' e - \
and G0 Fluarite |
Waler > Dy — f—— ™
" Fuoric: acid _Fluarite | Spinnes Drier maching
.. Solulicn Sedimantation Lank
¢ Waler and
fucxrila

Ay escampka: ha dastnuction lacility in lha Yodogawa Plant

-

Related information

> Key Activities of Fiscal 2019: Environment—Launched New Refrigerant Service in Europe
Contributing to a Circular Economy

(https://www.daikin.com/csr/feature2019/01.html)
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Efforts during Production

Fluorocarbon Recovery Equipment Ensures Proper Destruction of Refrigerants (Air Conditioning
Divisions)

The fluorocarbons emitted in the production processes of the chemicals divisions are raw materials and
by-products in the production of fluorochemical products. To prevent such emissions, we have been
installing recovery equipment on production lines and properly destroying the fluorocarbon gases
recovered. We also take the fluorite generated during the destruction process and reuse it as raw
material for the production of fluorochemical products.

In Japan, in fiscal 2020, we reduced emissions of PFC-c318 by over 10% compared to the previous year
through optimizing production equipment operating conditions and limiting emissions.

Overseas, Daikin plants voluntarily recover gas and destroy it either in house or through a contracted
destruction facility. Daikin has stepped up recovery of PFC-c318, and improved its gas recovery methods,
thus dramatically reducing emissions.

We will continue to switch to fluorocarbon substitutes in our efforts to reduce environmental impact.

Ensuring No Leaks When Filling Air Conditioners with Refrigerant (Machinery Divisions)

During the air conditioner manufacturing process at our worldwide production bases we do everything
possible to prevent refrigerants (HFCs, HCFCs) leakage during charging.

These measures include the following:

» We inspect all pipes for leakage before charging refrigerants.

» |f operation inspections show that a product must be fixed, we do so after recovering all the
refrigerant from it.

» We take every precaution possible during refrigerant charging to ensure there are no leaks.

o We are converting to low global warming potential refrigerants.

» We introduced charging machines that largely control emissions during charging.

All this and other related works are done by certified technicians according to maintenance manual
procedures. Technicians also undergo training every year based on the manual.

In fiscal 2020, we introduced couplers (joints) which have less leakage during charging at our Shiga
Plant and Daikin Air Conditioning (Shanghai) Co., Ltd. In fiscal 2020, the refrigerant emissions ratio was
0.2% at Daikin in Japan and 0.3% overseas. In addition, by converting to low global warming potential
refrigerants, we are reducing CO,-equivalent emissions. For the gas used in the inspection process, we

have converted to helium, which does not deplete the ozone layer and is not a greenhouse gas.
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In addition to the above, we carry out leakage prevention for facilities such as chillers used in research
and development.

» Upgraded steel pipe of aging direct expansion chillers

» Automatic detection tray for identifying slow leaks at an early stage

» Use direct method to inspect connection points using a leak tester for air conditioners with large
refrigerant charge amount at the time of simple inspections

Recovering refrigerant

I Inspecting for Refrigerant Leaks in the Air Conditioner Manufacturing Process

Daikin Industries, Ltd. carries out three inspections for refrigerant leaks during the production process
for residential and commercial air conditioners. This gives customers highly reliable products and
prevents refrigerant emissions due to product defects.

e 7 !
= =

1. Air-tightness and pressure 2. Gas leak inspection 3. Pre-delivery inspection

resistance inspection After ensuring there are no leaks, When the product is completed and
Before we insert refrigerant, we refrigerant is sealed inside and a packed, a refrigerant detector is
pump air at an extremely high refrigerant detector is used to once again used to ensure no
pressure of 4.2 MPa to check for inspect all brazed parts. refrigerant has leaked.

leaks at the welded sections, pipes,
and other parts refrigerant passes
through.
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Visual Representations of Refrigerants in Refrigeration and Air Conditioning Equipment

The refrigerants used in refrigeration and air conditioning equipment are colorless, odorless, and
tasteless gases that, although not harmful to humans, must be prevented from leaking into the
atmosphere since these refrigerants have a great impact on global warming. In 2009, the Japan
Refrigeration and Air Conditioning Industry Association announced a policy of displaying the effects of
global warming caused by these refrigerants: a 'visualization' of their movement.

Since that time, Daikin in Japan has placed stickers on its refrigeration and air conditioning equipment
for the Japanese market that show that fluorocarbons are being monitored. In accordance with the Act
on Rational Use and Proper Management of Fluorocarbons went into effect from 2015, these
'visualization' stickers have shown the global warming impact of the refrigerant used in order to
encourage the recovery of fluorocarbons. These same stickers are placed on products made overseas for
the Japanese market.

We are improving the placement of stickers and designing products so that stickers are highly visible to
end-users and installers and so that we can improve the recovery rate.

I Fluorocarbon 'visualization' sticker (for indoor unit)
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Efforts during Installation, Use and Repair

Helping Customers Prevent Refrigerant Leakage

The Act on Rational Use and Proper Management of Fluorocarbons went into effect in April 2015 in
Japan with the aim of strengthening the prevention of fluorocarbon leaks that cause global warming.
Accordingly, this law obligates commercial air conditioner users and managers to conduct strict
management of refrigerants to ensure they do not leak during product usage. In response, since
October 2015 we have offered the free smartphone app "Daikin Fluorocarbon Check Tool (Dfct)" that
can identify and list equipment subject to this law just by photographing the equipment. It also provides
notifications for periodic inspections and a simple checklist menu for all equipment.

In fiscal 2018, Assisnet Service was launched, through which regular inspections are conducted by service
engineers of Daikin Industries, Ltd. By attaching a low cost communicative LPWA device to outdoor unit,
operational data on the air conditioner can be automatically collected to provide services such as email
notification to managers in case of any operational abnormalities, as well as reminder of maintenance
period for outdoor unit based on the cumulative operational hours of each compressor, thereby
reducing the man-hours on air conditioning equipment management.

Also at Daikin Industries, Ltd., all equipment located inside the company is operated and managed after
having been registered on Dfct in fiscal 2018. Moreover, incidents of refrigerant leakage are shared
across the company and inspections implemented in striving to prevent future leakage incidents.

Repair Only After Thorough Recovery of Refrigerant

During the parts replacement that takes place during maintenance of air conditioners, refrigerant can
leak out into the atmosphere. To prevent this, the Daikin Group in Japan has recovery equipment at
service stations across Japan that carry out such repair work, and this equipment is used to recover
refrigerant before any repair work begins. In fiscal 2020, Daikin Industries, Ltd. recovered 298 tons of
refrigerants.
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| Types of Fluorocarbons Recovered during Maintenance (Daikin Industries, Ltd. only)
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Related information

» Read about Daikin's free smartphone app "Daikin Fluorocarbon Check Tool (Dfct)" (Defacto),
which can be used as an inspection tool for air conditioners (available in Japanese only) B3

(https://dfct.daikinaircon.com/)
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Efforts during Disposal

Installing Refrigerant Recovery Equipment, Training Personnel in Refrigerant Recovery

At Daikin, refrigerant recovery equipment is deployed to sales company service divisions in each country.
Regardless of differences in the laws and regulations of each country, all technicians conduct refrigerant
recovery work with a strong awareness of environmental measures.

In Japan, the Law Concerning the Recovery and Destruction of Fluorocarbons was amended and
enforced in April 2020. We are ensuring everyone is aware of the issuance of a copy of the recovery
certificate at the time of equipment disposal and requirement to store the inspection and maintenance
record for three years following the disposal of equipment in accordance with the same law.

In accordance with fluorocarbon regulations in Europe, especially in countries like France and Italy,
Daikin provides training to employees and dealers as a certification course for the acquisition of
national certification in gas welding and fluorocarbon handling.

In Asia, Oceania, and other regions, we are also conducting refrigerant recovery trainings at dealers as
well as for service partners.

Refrigerant Recovery Network System

In Japan, we are thorough in our recovery of fluorocarbons (refrigerants) from commercial refrigeration
and air conditioning equipment. We have created a network system for the integrated management of
all information from recovery to destruction of refrigerants, including the amount of refrigerant
recovered and the amount destroyed by contractors. By entering the type and quantity of equipment
for each case of refrigerant recovery and the amount of refrigerant recovered, we accurately ascertain
refrigerant recovery rates and thoroughly manage compliance with the Act on Rational Use and Proper
Management of Fluorocarbons.

Companies responsible for charging, recovering, recycling and destroying refrigerants add up the total
amounts they charged, recovered, recycled and destroyed, which they are required to report annually to
prefectural governments in Japan. As this system also assists with generating these reports, it
contributes to these companies working more efficiently.

In addition, even overseas in European and North American countries with strict regulations, we have
established recovery systems similar to that used in Japan to manage the process from recovery to
destruction. In other regions, we also comply with regulations in each country and take appropriate
measures from the perspective of environmental protection.

Further, Daikin destruction equipment is used in Japan and Thailand to thoroughly destroy
fluorocarbons.
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I Fluorocarbon Recovery Network System
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Training Technicians for Refrigerant Recovery and Installation

The recovery of refrigerants requires special knowledge and skills, and Daikin Industries, Ltd. provides
these through training for the sales, technical, installation, and service staff who will be recovering
refrigerants.

After one of these training programs, the technician training course, participants take a final test and if
they pass are registered as refrigerant recovery technicians by the Refrigerants Recycling Promotion and
Technology Center. In fiscal 2020, 1,081 people, mostly from dealers and installers, took the course.

Workers who inspect or charge air conditioners with refrigerant are required by law to obtain
certification based on the Act on Rational Use and Proper Management of Fluorocarbons. Daikin holds
workshops for people who have acquired certification as first and second grade refrigerant
fluorocarbons handling technicians. We have also held seminars on the Act on Rational Use and Proper
Management of Fluorocarbons for employees of buildings and large stores using Daikin products, and
contracted maintenance outlets.

Workshops held in fiscal 2020, for people who have acquired certification as first and second grade
refrigerant fluorocarbons handling technicians were attended by 309 people (first grade) and 850
people (second grade) throughout Japan. Moreover, as fiscal 2020 was the time for the five-year
renewal for those technicians who received certification in the first year, 719 people (first grade) and
1,562 people (second grade) attended the workshops.

Overseas, since fiscal 2018, we have been implementing the R-32 air conditioner installation and
refrigerant recovery technology workshops at the Singapore training base in order to disseminate R-32,
a refrigerant with low global warming potential.
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Taking Calls 24 Hours a Day, 365 Days a Year for Recovery and Destruction (Fluorocarbon
Recovery and Destruction Business)

We take requests from dealers and other businesses for the proper recovery and destruction of
refrigerants. The Daikin Contact Center receives calls all day, every day. Recovered refrigerants are taken
to our Yodogawa Plant, Kashima Plant, or one of the contracted destruction facilities around Japan
where they are properly destroyed or handed over to recyclers authorized under the Act on Rational
Use and Proper Management of Fluorocarbons.

In fiscal 2020, the total amount of refrigerants destroyed in the recovery and destruction business by the
Daikin Group in Japan was 375 tons.

Fluorocarbon destruction facilities (Yodogawa Plant)

Amount Destroyed in Fluorocarbon Recovery and Destruction At Time of Repair and at Time of
Disposal (Domestic Group)

(tons) W0 Recoverd flucrocarbons at time of repair
500 W Recoverd flucrocarkans at time of deposal

426 430
400 l 397 191 l 375
74 63
B lﬁE s
300
200
352 348 323 367 318
100
o
2016 2017 2018 2018 2020 ()

Note: Amount destroyed at contracted destruction facilities around Japan including our Yodogawa Plant and Kashima
Plant.
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Supporting the Recovery, Recycle and Destruction of Refrigerants in Emerging Countries

In emerging countries, Daikin cooperates with the Japanese government, national governments and
other agencies to create refrigerant recovery, recycle and destruction schemes.

For instance, in Sri Lanka, Daikin was entrusted by the Ministry of the Environment to engage in
research projects for two years since fiscal 2016 to work on promoting energy-saving air conditioners
and creating refrigerant recovery, recycle and destruction schemes through cooperation with the United
Nations Environment Programme. Moreover, based on survey results obtained, we compiled policy
recommendations that were proposed to the government of Sri Lanka.

Related information

» Dialogue with Government and Industry Groups (Page 482)
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Environment

Effective Use of Resources

4
44

Basic Policy

Air conditioners utilize metal and a wide range of other resources. Daikin makes effective
use of resources in product design and production processes and contributes to the
realization of circular economy.

Daikin designs products to be small and lightweight to conserve resources and uses
materials common in all products in consideration of recyclability. In production processes,
we not only promote the recycling of waste generated, but also strive to eliminate the
amount of waste that occurs.

Further, we regard water shortages as a social issue posing an operational risk, thus we are
enhancing our management of water used in production processes and strive to conserve
water resources.
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Effective Use of Resources
in Products

(Page 213)

Under the 3R & Repair initiative,
Daikin strives to use resources in
products as effectively as
possible.

» Water Resource Reduction
(Page 227)

Daikin works to reduce the
amount of water used in
production processes, identify
water risks and take the
appropriate countermeasures.

Related information

Waste Reduction in
Production Processes

(Page 223)

Daikin strives to recycle 100% of
its waste and reduce the amount
of waste generated.

» Environmentally Conscious Design (Page 132)

» Green Procurement (Page 138)

Home Appliance Recycling
Results

(Page 224)

In accordance with the Act for
Recycling of Specified Kinds of
Home Appliances, Daikin reports
the results of used residential air
conditioner recycling efforts.

> Key Activities Fiscal 2019: Environment—Launched New Refrigerant Service in Europe
Contributing to a Circular Economy

(https://www.daikin.com/csr/feature2019/01.html)
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Effective Use of Resources

EFFECTIVE USE OF RESOURCES IN PRODUCTS

Daikin Circular Economy Initiatives

To cope with resource shortages caused by increasing populations, the circular economy is a concept
that aims to generate profits using end-of-life resources and discarded materials involving drastic
changes to socio-economics at the level of design and business models to enable a linear system of
circulation at various levels from production to disposal.

Daikin is reinforcing its global repair system, product designs that are easily recyclable, product and
packaging material resource conservation, as well as the recycling and reduction of waste emitted
during production processes, in order to use resources more efficiently.
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3R & Repair

Stressing Effective Use of Resources in Design

Daikin Industries, Ltd. strives to use resources as effectively as possible by carrying out the 3Rs—
reducing, reusing, and recycling—along with repairing under its 3R & Repair initiative.

This initiative plays a key role in our product design and development. Based on product assessment, we
design and develop products that are smaller and lighter, have fewer numbers of parts and screws, and
that use materials and construction that make them easy to maintain, separate, and recycle.

I 3R & Repair: Approach

Make products smaller and lighter, Use recycled materials

Reduce o . )
Use of existing product bodies and pipes

Reuse | Use parts from end-of-life products

Design products that are easy to separate and recycle
» Use plastics that are easy to recycle

Development i .
¢ Indicate the materials used

Recycle
o Construct products that are easy to disassemble
After use Recycle end-of-life products
Development | Design products that are easy to maintain
Repair

After sales Have a repair support system that contributes to long-lasting products
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| 3R & Repair: Effective Use of Resources

Purchasa
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Incineration, landfill

Related information

» Environmentally Conscious Design (Page 132)
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Recycling

Designing Products for Easy Disassembly

Product design stresses 3R & Repair based on product assessment. Since 1997, we have designed
products so that their construction makes them easy to disassemble.
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Reducing

Making Smaller and Lighter Products that are Still Energy Efficient

Making products smaller and lighter means they will use fewer resources. When making air
conditioners, for each product we set weight reduction targets for both the entire product and its
components. However, it is technically difficult to achieve this without sacrificing energy efficiency. If
making it smaller and lighter means that it consumes more energy, then the product's environmental
performance throughout the entire lifecycle has not yet been improved.

When Daikin Industries, Ltd. develops new products, we establish weight reduction targets for each
product on the condition that the annual performance factor (APF) does not decrease.

I Details of Main Initiatives

Fiscal 2020
» Reduced the weight of the water storage unit of a portion of residential EcoCute models by up to
7% each through weight reduction of water storage tank (launched in August 2020)

Reduced the Weight of Replacement Parts by Upgrading Only the Components and Functions of
In-Use Air Conditioners

We offer the retrofit system, a maintenance service that improves air conditioner performance by
replacing only the control panel, which serves as the brains of an air conditioner, and the compressor, or
the heart of an air conditioner, with new components, for multi-split type air conditioners for
commercial buildings in use. By replacing parts with new ones, not only is energy efficiency improved,
but replacing only the parts that need it serves to reduce the weight of replacement parts by about one-
third compared to replacing the entire air conditioner with a new one.

Continued from the previous fiscal year, in fiscal 2020, we expanded the models of air conditioners
eligible for the retrofit system. Going forward, we will continue to increase the number of eligible
models and strive to conserve the use of resources in products and parts.

Product Packaging Usage Reduced by 3% Over Fiscal 2016

Daikin strives to reduce the usage of packaging for air conditioners from the perspectives of thinner
designs, and reduction of components and cardboard area.

In fiscal 2020, we set a reduction target of 4% compared to fiscal 2016. The distribution and
development departments together collaborated with overseas production bases and switched the
transport position of individual BS units required for the installation of multi-split type air conditioners
for commercial buildings to vertical. This reduced the amount of packaging materials used by 26% to
reach the annual target as well as improved the load efficiency of containers during transport.
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An example of working with outside partners is collaboration with distribution businesses and
cardboard suppliers in reducing of thickness in the packaging cardboard for the outdoor unit of
residential air conditioner Urusara X series. Particularly, since the upper packaging material for the
product is heavy and requires a vacuum lift when loading was improved to better withstand lifting, the
use of a thinner cardboard became possible.

In overseas bases, the pallet loading efficiency was increased by 33% and the amount of packaging
materials used was also decreased by downsizing the bottom tray used in the commercial outdoor unit
made in Thailand. At the same time, the cargo handling efficiency was also improved.

I Reduction in packaging materials used for the BC unit by switching the transport position

reduction in
packaging materials

Improvement in
container loading efficiency

Vertical

——

‘ Amount of Packaging per Product (wood, cardboard, styrofoam, etc.) (With fiscal 2010 value set at
100)
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Won an Industrial Packaging Award at the 2020 Japan Packaging Contest

| All cardboard package for the panel used in commercial grade non-watering humidifier unit, Ururu
Unit

We worked collaboratively with Oji Container Co., Ltd. in fiscal 2020 to design and develop an all
cardboard packaging for the panels used in the commercial grade non-watering humidifier unit,
Ururu Unit. With a simple structure in which cushioning materials that require no attachment are
placed at the four corners of the telescope-shaped outer box, the front, back, left, right, top, and
bottom of the product can be effectively cushioned and protected. This packaging won an Industrial
Packaging Award at the 2020 Japan Packaging Contest.

I Package structure for panel used in the Ururu Unit
Exterior view of opened package

Outer packaging box
(lid) (A/F)

Product

Cushioning material
(B/F) {4 places)

Exterior packaging box
(bottom) (A/F)

Cross section of cushioning materials

Inner side of
outer box (bottom)
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Improved Packaging of Filters for Removing Electrical Noise

We revamped the packaging design of active filters available as an option to multi-split type air
conditioners for commercial buildings in fiscal 2019, greatly reducing the amount of packaging used.
We developed a simple design where the bottom of the product's circuit board is supported with
cardboard placed underneath it, and the circuit board's frame is fixed in placing using an intermediate
layer. This successfully protects the exposed electrical components on top of the circuit board from
touching packaging. This packaging won the top prize in the industrial packaging category at the Japan
Packaging Contest 2019 organized by the Japan Packaging Institute and the World Star Award at the
2020 WorldStar Packaging Awards organized by the World Packaging Organisation (WPO).

Internal structure of the revamped packaging

Use of All Cardboard Packaging for Air Conditioner Repair Parts

We have used wooden frames to enclose parts when exporting air conditioner repair parts to certain
regions around the world where returnable packaging could not be used. In fiscal 2019, we successfully
developed a fully cardboard packaging solution that maintains the same strength as this wooden frame.
By reducing the use of wood in packaging, we can now utilize wood resources more effectively.
Furthermore, reducing the size and weight of packaging also improves transport efficiency and
mitigates environmental impacts during transport. This solution received the Japan Star Award
(Director-General, Manufacturing Industries Bureau, Ministry of Economy, Trade and Industry Award) at
the Japan Packaging Contest 2019 organized by the Japan Packaging Institute.

I Replacement of wooden frame packaging with cardboard
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Reusing

Repair and Reusing Parts that have Already Been Replaced

At Daikin, we try to use resources efficiently. We take parts that have already been replaced and that
contain multiple components, such as printed circuit boards, and we repair any malfunctions or replace
the worn-out components. These parts (the printed circuit board, for example) are then tested for
quality by ensuring that they are functioning properly and, with the customer's permission, are used as
replacement parts when performing repair on a product.

Repair

Reinforcing the Global Repair System

Making products that last longer means that fewer resources are used. To this end, Daikin is
strengthening its repair system by establishing service outlets around the world to address customer
repair requests and questions and enquiries regarding products.

In Japan, the Daikin Contact Center is open 24 hours a day, every day of the year to take inquiries and
receive requests for repairs. We strive for even greater customer satisfaction by improving the technical
expertise and etiquette of our service engineers through an engineer certification system. To make
repair requests more accessible, the telephone Contact Center staff follows a support system that
promptly asks for necessary information on the phone and provides adequate directions, and we offer
more ways of reaching us other than by telephone, such as through the Internet.

We are also working to strengthen our service network in each country. By introducing service
management systems, we are making workflow more efficient and providing more high-quality and
transparent service in every phase of customer interaction including through our service engineers and
our partner companies.
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Recycling Residential Air Conditioners

Daikin Achieves Recycling Ratio of 91%, Well above Obligations under Home Appliance Recycling
Law

Japan's Home Appliance Recycling Law obligates manufacturers to recycle at least 80% of the material
from their own residential air conditioners as well as recover and then reuse or destroy refrigerants.

In fiscal 2020, we recovered about 460,000 products totaling 18,527 tons. The recycling ratio was 91%
and the amount of fluorocarbons recovered was 590,000 tons-CO,.

I Recycling of Residential Air Conditioners in FY2020 (Japan)

Other valuable materials 16%

Daikin
Fluorocarbons 1.6% il air conditioners:
Aluminum 2% mxﬁ?gﬂ“:: i
roducts recycled
Copper 8% K d: 18,527 tons
Iron 37 % 1

Mixture of non-ferrous and

iron composite materials
41 %

Hllﬂl’ﬂfﬂm recovered: Collected residential air conditioners:
590,000 tons approx. 3.85 million units

Related information

> Home Appliance Recycling Results (Progress in carrying out recycling, etc. of specified home
appliances) (Page 224)

> Recovery, Recycle and Destruction of Fluorocarbons (Page 200)
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Effective Use of Resources

WASTE REDUCTION IN PRODUCTION PROCESSES

Reducing Emissions in Production Processes

Daikin is working to reduce waste emissions from production processes, including hazardous waste. At

the same time, we are endeavoring to reuse or recycle waste emissions.

We have set a target of reducing fiscal 2020 emissions per unit of production across the entire Group by
5% against the standard value (average for fiscal 2013 to 2015), and to this end we have strived to use
raw materials more efficiently, minimize production loss, and shift to returnable packaging. In fiscal

2020, we achieved a 12% reduction in emissions per production unit against the standard value.

I Emissions/Emissions per Unit of Production
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Related information

» Search by ESG data (Page 622)
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Effective Use of Resources

HOME APPLIANCE RECYCLING RESULTS

(PROGRESS IN CARRYING OUT RECYCLING, ETC. OF SPECIFIED HOME APPLIANCES)

Daikin's Progress in Recycling Home Appliances in Fiscal 2020

Total amount of home appliances recycled in one year (April 1, 2020 to March 31, 2021) based on
Japan's Home Appliance Recycling Law

I Progress in recycling used home appliances

Residential air conditioners

Number of appliances received at specified dropoff sites (Units: 1,000) 471
Number of appliances recycled, etc. (Units: 1,000) 459
Amount recycled, etc. by weight (tons) 18,527
Amount recycled by weight (tons) 16,862
Recycling rate (%) 91

Note1: The number of appliances recycled, etc. and the amount recycled, etc. by weight are the total number of used
appliances and the total weight processed by the necessary methods in order to carry out recycling, etc. in fiscal
2019.

Note2: All values are rounded off to the decimal point.

Note3: The number of appliances received at designated dropoff sites and number of appliances recycled, etc. do not
include items for which the manufacturers that should process those items could not be determined due to
problems such as incorrectly filled out manifests.

Environment -224 -



| Progress in recycling parts and materials, etc.

Relevant parts processed into a state in which they can be transferred as parts or materials to the user
for a fee or free of charge.

Residential air conditioners

Iron (tons) 5,296
Copper (tons) 1,274
Aluminum (tons) 350
Mixture of non-ferrous and iron composite materials (tons) 6,949
Fluorocarbons (tons) 273
Other valuable materials (tons) 2,717
Total weight (tons) 16,862

Iron

Breakdown
of materials
recovered

Note1: Other valuable materials means plastic, etc.

Note2: All values are rounded off to the decimal point.
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I Amount of fluorocarbons recovered and recycled, reused, or destroyed

Recovered weight of fluorocarbons used as refrigerants (kg)

298,421
Shipped weight of fluorocarbons used as refrigerants (kg) 294,097
Weight of recycled and reused fluorocarbons used as refrigerants (kg) 268,864
Weight of destroyed fluorocarbons used as refrigerants (kg) 23,901

Note: All values are rounded off to the decimal point.
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Effective Use of Resources

WATER RESOURCE REDUCTION

Basic Policy

As water shortages become an increasingly serious social problem, Daikin, which develops business
globally, strives to protect water resources in line with "Goal 6: Clean water and sanitation" of the
Sustainable Development Goals (SDGs). At each of our production bases around the world, we have
introduced and operate an environmental management system (EMS) including for water usage,
following ISO 14001 requirements. Using these environmental management systems, we are also
enhancing our management of water usage.

We strive to reduce the amount of water consumed, which we define as the difference between water
intake and wastewater, by reducing water intake by improving manufacturing processes and purifying
and recycling used water once used, as well as purifying used water and returning it to water resources.
In terms of purification, we operate under voluntary standards that are stricter than what is required by
law.

Related information

» List of Companies with ISO Certification 1 (43KB) (https:/www.daikin.com/-/media/Project/Daikin/

daikin_com/csr/environment/management/ems_data-pdf)

Risks and Opportunities Related to Water Resources

Daikin recognizes that water shortages carry the risk of affecting factory operations. We utilize tools to
evaluate water stress conditions (indicated by the degree of tightness between water supply and
demand) in the areas where our factories operate throughout the world to identify manufacturing
bases operating in highly water-stressed regions. The results of the evaluation show that applicable
bases were Daikin Device (Xian) Co., Ltd. and Daikin Air Conditioning India. At each base, we are now
working to reduce water intake based on the target of reducing water intake per unit of production by
5% in fiscal 2020.

Further, we view the reduction of water used as an opportunity to reduce production costs, and by
taking measures to reduce water risks, we are working to avoid water risks and reduce production costs.
Chemicals business manufacturing bases that require the use of large amounts of water are located in
large river basins such as the Yangtze River in China and the Tennessee River in the United States, where
water resources are easily secured.

Also, in consideration of the impact of water shortages on the provision of materials from suppliers, we
evaluate water stress conditions at major suppliers and establish items related to water resources within
our Green Procurement Guidelines that all suppliers are requested to follow to promote water resource
conservation throughout the supply chain.
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Water Intake Reduction

14% Reduction in Water Intake Per Unit of Production

At Daikin, we strive to reduce water intake by ascertaining the volume of water intake at
manufacturing bases and reusing wastewater to the full extent possible. We established the goal of
reducing water consumption per unit of production by 5% in fiscal 2020 compared to a baseline
comprising the average water intake between fiscal 2013-2015. In fiscal 2020, we reduced total water
intake per unit of production by 14% compared to the benchmark for the entire Group. In fiscal 2020,
we worked on ensuring the stable operation of the wastewater recycling equipment installed in the
previous fiscal year and monitoring the malfunctions of the cooling tower at the Kanaoka Factory of
Sakai Plant.

In addition, for the water quality of wastewater, we have established unified worldwide voluntary
standards that are stricter than what is required by law, and we implement these standards exactly as
they are written.

Wastewater treatment facility at Kanaoka Factory of Sakai Plant
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| Water Intake per Unit of Production

& Overall water per unit of production
with standard value set at 100
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Note: The measuring method has changed since fiscal 2020, and the numerical values from fiscal 2019 have been
retroactively corrected following the same method.
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Response to Water Risks and Opportunities

Operation Surveys in Water-stressed Regions

Water risk has become a pressing issue in recent years. Since fiscal 2014, Daikin has utilized the World
Resources Institute (WRI) water risk map (Agueduct) and the World Business Council for Sustainable
Development (WBCSD) Global Water Tool to conduct surveys in water-stressed regions, confirming that
operations are taking place in two water-stressed regions: India and China. We have implemented
countermeasures including the addition of rainwater pits and formulated a business continuity plan
(BCP) assuming scenarios in which operations are hindered due to water shortages.

Daikin Airconditioning India Pvt. Ltd. periodically reports the situation of its groundwater use to the
public corporation that developed the industrial park where it is situated.

I Amount of Water Intake and Wastewater in Water-stressed Regions (India, China)

(Thousand m3)

2016 2017 2018 2019 2020
Water intake 59.0 60.0 59.0 58.0 50.0
India
Wastewater 59.0 60.0 59.0 43.0 37.0
Water intake 23.0 26.0 26.0 25.0 26.0
China
Wastewater 18.0 21.0 21.0 20.0 21.0

Lowering Costs through Water Intake Reductions

We reduced water intake volumes by reusing water used for cleaning processes after purifying it with
reverse osmosis membranes and activated carbon.

For example, at Daikin Compressor Industries Ltd. in Thailand, these efforts have resulted in an
approximately 80 million m3 (10% overall) reduction in the amount of water used. And at Daikin Europe
N.V., changing cleaning solutions to simplify the cleaning process reduced water usage, leading to water
resource conservation and lower production costs.

Engagement with Stakeholders

Daikin uses water at each of its production bases during the cleaning and painting processes for air
conditioner parts. This water is released after being treated. We have established and comply with
voluntary standards that are stricter than legally mandated ones. In this manner, we strive to preserve
water resources in the surrounding communities where we operate.

At our plants in Japan, we hold discussions with local residents once every year where we share
information about such initiatives concerning water.
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Basic Policy

Daikin makes efforts to reduce the use and emission of chemical substances, prevent
pollution caused by products and prevent pollution from plant operations.

Regarding chemical substances used in products, as indicated by laws and regulations, we
request that materials suppliers thoroughly prevent the inclusion of prohibited chemical
substances from entering our products.

We manage and reduce emissions of chemical substances handled in the manufacturing
process,. We also monitor voluntary standards for hazardous substance emissions in the air
and water.

Environment -231 -



Management and
Reduction of Chemical
Substances Contained in

Products
(Page 233)

We abide by laws and
regulations in managing
chemical substances contained in
our products.

» Preventing Pollution
(Page 243)
We strive to prevent pollution
from plant operations by

controlling atmospheric and
water quality contamination.

Related information

» Compliance with J-Moss

(Page 235)

We report which of the six
substances covered by J-Moss
(the marking of presence of the
specific chemical substances for
electrical and electronic

equipment) are contained in our

products.

» Environmentally Conscious Design (Page 132)

» Green Procurement (Page 138)

Environment

Management and
Reduction of Chemical
Substances during

Production
(Page 239)

We strive to reduce the amount

of chemical substances used in
production.
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Management and Reduction of Chemical Substances

MANAGEMENT AND REDUCTION OF CHEMICAL
SUBSTANCES CONTAINED IN PRODUCTS

Compliance with Restrictions on Hazardous Chemicals

Daikin Green Procurement Guidelines List Designated Control Substances to Prevent the Presence
of These Chemicals in Our Products

Daikin has a list of designated control substances that are restricted under the RoHS Directive,”! the
REACH Regulation,”? and other laws. These are stated in our Green Procurement Guidelines and we
work to prevent the presence of these chemicals in our products.

*1 The RoHS Directive (Restriction of Hazardous Substances Directive) is a regulation in the EU prohibiting the use of
certain hazardous substances in electrical and electronic equipment.

*2 The REACH Regulation on chemical substances went into effect in Europe in June 2007. REACH obligates companies
manufacturing or importing at least 1 ton of chemical substances a year in the EU to register with EU authorities.
REACH covers almost all chemicals on the market in the EU.

Please refer to our Green Procurement Guidelines for specific designated control substances.

Related information

» Green Procurement Guidelines (Supply Chain Management) (Page 472)
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Reducing Transpiration of Chemical Air Pollutants through Using
Fluorochemical Products

In the Automotive Industry, Fluoride Materials Contribute to Reduced Leakage of VOCs

In the automotive industry, the movement is toward stricter regulations to prevent the leaking of air-
polluting volatile organic compounds (VOCs) from gasoline and other substances.

NEOFLON CPT is a material for automobile fuel tubes and hoses that prevents permeation and leakage
of VOGs in the hot engine surroundings. It reduces permeation to just one-fifth of Daikin's previous
product, NEOFLON ETFE. And NEOFLON CPT adheres to polyamide resins and general purpose rubbers
used to make conventional fuel hoses, meaning it can be used for laminated tubes. Currently, neoflon
CPT is used as hose around fuel tanks in the United States and now China. The DACS VOC processing
device is a system that purifies air by breaking down, condensing, and oxidizing harmful substances in
exhaust gases, such as VOCs and odors. It condenses and recovers highly pure organic solvents at a low
cost, thus realizing purification of an entire air environment.

In China and other emerging countries where automobile production is on the rise, fluoride materials
are replacing general-purpose materials to comply with stricter environmental regulations. Sales of
highly functional fluorine materials such as NEOFLON CPT are rising every year in developed countries,
where environmental regulations are increasing in scope and severity. Going forward, Daikin aims to
respond to the growing demand that will be created by these trends.

I Automobile Fuel Hose Made of Fluororesin

Laminated tube made of
polyamide and NEOFLON CPT

Laminated hose made of
general purpose rubber

Related information

> NEOFLON CPT &2

(https://www.daikinchemicals.com/solutions/products/fluoropolymers/neoflon-cpt.html)
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Management and Reduction of Chemical Substances

COMPLIANCE WITH J-MOSS

Compliance with J-Moss

We release information on the presence in our products of the six substances covered by J-Moss (the
marking for presence of the specific chemical substances for electrical and electronic equipment). Daikin
residential air conditioners are covered by J-Moss.

Since 2001, Daikin has been determining and controlling chemical substances contained in products and
we have stopped using substances specified under J-Moss. As a result, all models of our residential air
conditioners (produced since July 2006) contain none of the substances exceeding the amounts under
the standards.

We will continue to actively provide information about our environmentally conscious products so that
we can offer customers a peace of mind when making purchases.

J-Moss

Also known as JIS C 0950, J-Moss is an abbreviation of "The marking for presence of the specific
chemical substances for electrical and electronic equipment.” J-Moss requires the labelling of electrical
and electronic products containing six substances: lead, mercury, cadmium, hexavalent chromium, and
two specified bromide fire retardants (polybrominated biphenyls (PBB) and polybrominated diphenyl
ether (PBDE)). There are seven types of products covered: (1) personal computers, (2) unit-type air
conditioners, (3) television sets, (4) refrigerators, (5) washing machines, (6) microwaves, and (7) clothes
dryers.

Daikin Products

The substances contained in Daikin residential air conditioners are shown on the table below. Note that
the residential air conditioners shipped in Japan starting in 2007 bear the Japan's Green Mark eco-label.

Green Mark eco-label
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I Substances Contained in Residential Air Conditioners

Product type: Residential air conditioner (indoor unit/outdoor unit)
Model: All models produced since July 2006"

Chemical substance code

Class
Pb Hg Ccd Cr(VI) PBB PBDE
Structural parts O O O O O O
Refrigerant system parts N/A O O O O O
Electrical/electronic parts N/A O O O O O
Compressor N/A O O O O O
Refrigerant O O O O O O
Accessories O O O O O O

JIS C 0950:2008

Notel: A "O" symbol means that the substance contained does not exceed the allowable amount under the standard.
Note2: N/A means the substance is "not applicable” for labeling.

* Models designated below.
Indoor unit: Wall mount, embedded ceiling cassette (single flow, double flow), embedded wall, built-in amenity, floor
standing
Outdoor unit: For the following: Pair type, System Pack, Multi-Split System, Wide Select Multi, Equipped with Hot Water
Floor Heating function

Related information

» Overview of J-Moss [f] (Page 237)
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OVERVIEW OF J-MOSS

Under Japan's Law for the Promotion of Effective Utilization of Resources, relevant equipment must
meet J-Moss standards.

J-Moss (JIS C 0950):

The marking for presence of the specific chemical substances for electrical and electronic equipment

Gist of the Standards

Indicating on labelling which of the specified chemical substances are contained in electrical and
electronic equipment is meant to achieve the following:

Management of chemical substances will be improved in all stages of the supply chain and life cycle.
End consumers can easily understand the substances contained.

It will lead to more effective use of resources and less impact on the environment.
Spread the use of electrical and electronic equipment in which substances are properly controlled.

Products Covered

(1) Personal computers (2) Unit-type air conditioners
(3) Television sets (4) Refrigerators
(5) Washing machines (6) Microwaves

(7) Clothes dryers

I Specified chemical substances

Chemical substance Code Standard for % by weight
Lead Pb 0.1
Mercury Hg 0.1
Cadmium cd 0.01
Hexavalent chromium Cr(VI) 0.1
Polybrominated biphenyls PBB 0.1
Polybrominated diphenyl ether PBDE 0.1
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Content Labelling

If the content of the specified chemical substance exceeds the standard values, its content must be
indicated on the product itself, the packaging, and on catalogs and other documentation. This
information must also be put on the company's website.

The content of some of the chemical substances does not need to be indicated on the labelling, and
other chemical substances do not need to be indicated on labelling if they are below the standard value.
However, these must still be shown on the company's website.

Label indicating substances contained in product

Green Mark Labelling

Electrical and electronic equipment whose content of the specified chemical substances does not exceed
the standard values may bear Japan's Green Mark eco-label on the conditions stated in the Guidelines
for Using the Green Mark for Specified Chemical Substances in Electrical and Electronic Equipment.”

Green Mark

* The Guideline is issued by the following three industry associations.
Japan Electronics and Information Technology Industries Association (JEITA)
Japan Electrical Manufacturers' Association (JEMA)
Japan Refrigeration and Air Conditioning Industry Association (JRAIA)
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Management and Reduction of Chemical Substances

MANAGEMENT AND REDUCTION OF CHEMICAL
SUBSTANCES DURING PRODUCTION

Management of Chemical Substances

Daikin bases around the world take voluntary action to reduce the amounts of various chemical
substances, such as PRTR substances and VOCs. From fiscal 2016, we are working toward a target of
reducing emissions per unit of production (total of PRTR substances and VOGs) in fiscal 2020 by 5%
against the standard value (average for fiscal 2013-2015).

Our Chemicals Division is working to reduce emissions of the raw material methylene chloride and our
Air Conditioning Manufacturing Division is striving to reduce emissions of volatile processing oil. In
addition, Daikin Industries (Thailand) Ltd. switched to low VOC processing oils. As a result of these
initiatives, in fiscal 2020 we achieved a 30% reduction against the standard value.

I Chemical Emissions / per Unit of Production (total of PRTR substances and VOCs)
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Ml Terminology

PRTR Law (Law concerning Pollutant Release and Transfer Register)

Enacted in Japan in 1999, the PRTR Law is a legal framework in Japan for the calculation and
publicizing of the amounts of certain hazardous chemical substances that are emitted or
transferred as waste into the environment (air, water, and soil) or into public sewage systems.
Other countries have similar regulations. The PRTR Law was revised in 2009.
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I Compilation of PRTR Substances (PRTR Substances of which at Least 1 ton was Handled)

Substance name

Chlorodifluoromethane; HCFC-22
Dichloromethane; methylene dichloride
1-chloro-1,1-difluoroethane; HCFC-142b
Toluene
2-chloro-1,1,1,2-tetrafluoroethane; HCFC-124
Chloroform

Phenol

Xylene

Ethylbenzene

Formaldehyde

n-hexane

Hydrogen fluoride and its water-soluble salts
1,3,5-trimethylbenzene
Poly(oxyethylene)alkyl ether(alkyl C=12-15)
N,N-dimethylacetamide
1,2,4-trimethylbenzene

Methylenebis(4, 1-phenylene)diisocyanate
N,N-dimethylformamide

Acetonitrile

Boron compounds

Antimony and its compounds

ferric chloride

Environment

Amount emitted

46.80

11.05

7.20

2.87

1.40

0.75

0.73

0.63

0.46

0.38

0.22

0.21

0.05

0.04

0.02

0.02

0.01

0.01

0.00

0.00

0.00

0.00

Public
waterways

0.00
0.00
0.00
0.02
0.00
0.00
0.00
0.00
0.00
0.62
0.00
0.00
0.00
0.02
0.00
0.00
0.00
0.00
0.00
0.40
0.00

0.00

2020

Soil

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Amount transported

Waste

0.00

1.40

0.00

0.43

0.00

3.90

0.74

0.05

0.08

0.27

0.33

95.01

0.00

41.00

0.27

0.00

0.05

5.20

2.10

0.53

17.00

10.27

Sewage

0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.24
0.00
0.00
0.00
0.00
0.03
0.00
0.00

0.00
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2020

Amount emitted Amount transported
Substance name
. Public .
Air Soil Waste Sewage
waterways

copper salts (water-soluble, except complex salts) 0.00 0.00 0.00 0.31 0.00
Tritolyl phosphate 0.00 0.00 0.00 0.04 0.00
chromium and chromium(lll) compounds 0.00 0.00 0.00 0.01 0.00
Water-soluble salts of peroxodisulfuric acid 0.00 0.00 0.00 0.00 0.00
tetrachloromethane 0.00 0.00 0.00 0.00 0.00
Allyl alcohol 0.00 0.00 0.00 0.00 0.00
styrene 0.00 0.00 0.00 0.00 0.00
Methylnaphthalene 0.00 0.00 0.00 0.00 0.00
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Elimination of PFOA Emissions

Total Elimination of the Manufacture and Use of PFOA by Developing Substitutes

Perfluorooctanoic Acid (PFOA) is a man-made chemical substance that has been conventionally used as a
polymerization aid for fluororesins. It does not readily degrade in nature and is thus a substance of
concern for the environment and human safety. At the end of 2015, as part of its efforts toward
sustainable management of chemical substances, Daikin Industries, Ltd. ceased manufacturing and using
PFOA and similar compounds, as well as products made from these.

After stopping the manufacture of PFOA, we conduct sampling inspections of PFOA concentration in
products checking whether any contaminants from the environment are present, and we have been
replacing it with substitutes that have a lower negative impact on the environment. For these
substitutes as well, we are minimizing their discharge into the environment by pooling our technologies
as part of our ongoing efforts to lower environmental burden.

Furthermore, the standard value for tap water and water environment was set at 50 ng/L" for PFOS and
PFOA combined since April 2020, and monitoring will be required going forward. The standard value of
50 ng/L is an extremely low value, with trace amount possibly still present in the groundwater on
factory premises that had used PFOA in the past; therefore, we are working together with the local
government and experts in groundwater pumping and purifying.

* There are 100,000,000 nanograms (ng) in a gram.
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Management and Reduction of Chemical Substances

PREVENTING POLLUTION

Preventing Pollution

Minimizing Environmental Damage in Case of Accident or Disaster

Daikin has systems in place that allow it to minimize environmental damage if there should be an
accident or calamity at Daikin production sites around the world. Our Disaster Prevention Manual
details how to deal with emergencies like chemical and oil leaks, spills, and earthquakes. The manual is
the basis for reqular emergency drills.

I Training held at each plant (fiscal 2020)

Main training

Emergency training with added features based on consideration for prevention of

Sakai Plant . . . .
COVID-19 in evacuation and roll calls in preparation for earthquakes

Emergency materials storage check patrol and water quality accident and
Shiga Plant emergency training, practical training on recovery methods for oil leaks and
leakage prevention measures (conducted once in total)

Late-night disaster drill with the scenario of chemical plant leakage (conducted
once), training on evacuation activity that avoids the 3 C's in place of the two
cancelled night training sessions due to COVID-19 pandemic, fundamental action
training for new employees, chemical accident response training

Yodogawa Plant

Emergency training on evacuation and measures during an earthquake, assuming

Kashima Plant ) ) .
fire, leakage, and man-made disaster (conducted twice)
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Socially distanced, mask-wearing evacuation training (Sakai Plant)

_
s ™

i
:
i

Practical training on oil recovery and sandbag installation (Shiga Plant)

Late-night disaster drill on chemical plant leakage measures (Yodogawa Plant)

Environment
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Monitoring Environmental Standards

Strict Management at Manufacturing Bases Exceeds Legal Requirements

Daikin controls air and water pollution using voluntary standards that are stricter than national
environmental standards and local government by-laws. We regularly measure our various
environmental impacts and work to either prevent or decrease them.

Monitored environmental data for Daikin Industries, Ltd.'s four manufacturing bases is on the Daikin

website.

Related information

> Report by business site (https://www.daikin.com/csr/report/site_data/)

Measures for Soil and Groundwater Pollution

Dealing with Soil Pollution at the Yodogawa Plant

At the Yodogawa Plant, it was discovered that the site's groundwater contained concentrations of
chloroethylene that exceeded environmental standards. This was reported to the Osaka Prefectural
authorities, and we continued to pump up groundwater to prevent pollution from spreading beyond
the boundaries of the site.

Groundwater Cleanup Continues at the Kashima Plant

In 2000, the concentration of organic chlorine-based compounds in groundwater at the Kashima Plant
was found to exceed environmental standards. We continued groundwater cleanup, and confirmed that
pollution concentration in the groundwater was reduced to below the standards through
measurements in fiscal 2020. We will continue our cleanup efforts.
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Storage and Treatment of PCBs

Implementing Strict Management and Disposal of Equipment Containing PCBs

Daikin abides by national laws in properly managing equipment containing PCBs (polychlorinated
biphenyls). We have been disposing of waste with high PCB concentrations based on PCB disposal plans
of the Japan Environmental Storage & Safety Corporation (JESCO), and we were one of the first
companies to register with JESCO. Waste with low PCB concentrations is being disposed of based on a
Daikin disposal plan.

I Disposal and Treatment of Equipment Containing PCBs

Items disposed of Storage and disposal plan
Plants
in FY2020 for FY2021 and beyond
Sakai Plant 7 8 transformers
Yodogawa Plant 1 condenser 3 condensers
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Environment

Protecting Biodiversity

44

4

Basic Policy

Our society is built upon the many blessings that nature gives us. The source of these
blessings is biodiversity. Daikin's business has a major effect on biodiversity through global
warming. That's why we strive to reduce greenhouse gas emissions in all of our business
activities. We are also working to protect biodiversity through environmental contribution
activities. Through our focus on protecting and nurturing forests, "nature's air
conditioners," we are continuously striving to maintain balance in the world's ecosystems
so that we can help bring back the abundance of the natural world.

) Protecting Biodiversity

(Page 248)

The Daikin Group works to
maintain balance in the world's
valuable nature and ecosystems
so that we can help bring back
the abundance of the natural
world.

Related information

> "Forests for the Air" Project O (https://www.daikin.com/csr/forests/)

Environment
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Protecting Biodiversity

PROTECTING BIODIVERSITY

Basic Policy of Protecting Biodiversity

Protect and Rejuvenate the Gifts of Nature

Human society is made possible thanks to the many blessings of biodiversity. For example, our rich
forests provide us with oxygen through photosynthesis, they act as natural air conditioners by giving off
water vapor that keeps atmospheric temperature from rising, and they act as air purifiers by removing
pollutants from the atmosphere. As a company whose job is to provide comfortable air environments,
Daikin considers forests to be the Earth's air conditioners. That's why we do all we can to protect
biodiversity, both through our business and through environmental contribution activities.

The biggest impact, in the Daikin Group's business activities, on biodiversity is the emission of
greenhouse gases. We therefore strive to minimize greenhouse gas emissions in all stages of our
business: development and design, production, and sales.

As for our environmental contribution activities, we focus on protecting and fostering the natural riches
of forests, which we call 'nature's air conditioners.' In the countries and regions in which we do business,
we work with governments, residents groups, NPOs, and NGOs in efforts including the protection and
rejuvenation of nature and the creation of new forests on our premises. We offer support to the
employees who are conducting these activities, and we strive to provide information and education to
the general public.

The ideas stated here form our Basic Philosophy on Protecting Biodiversity, which we established in
September 2010.

Environment - 248 -



I Basic Policy of Protecting Biodiversity

We act for the sake of abundant greenery and fresh air.

I Thinking Behind Our Basic Philosophy (established September 2010)

Our society is built upon the many blessing that nature gives us. The source of these blessings is
biodiversity. The loss of this biodiversity would hurt our water, food, and other aspects of our life.

Daikin's business also has a major effect on biodiversity through our contribution to global
warming.

To contribute to a sustainable society, we strive to reduce our contribution to global warming
throughout our business activities, and to maintain balance in ecosystems so that we can help
bring back the abundance of the natural world.

I Main Efforts
In Business

» Reduction of greenhouse gas emissions throughout our business activities
» Reduce greenhouse gas emissions throughout our entire business activities, including product
development and production, transportation, sales, service, and the supply chain.

Outside of Business

Protection and rejuvenation of the blessings of nature

1. In the countries and regions in which we do business, we work with governments, residents
groups, NPOs, and NGOs in efforts including the protection and rejuvenation of nature.

2. We create new forests on our premises.

3. We support employees in their volunteer work.

4. We provide the public with information and education.
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Initiatives around the World

"Forests for the Air" Project Helps Preserve Irreplaceable Resources—The World's Valuable
Forests

In 2014, Daikin launched its "Forests for the Air" project aimed at preserving valuable forests in seven
locations around the world. The goal for the project's 10-year period is to conserve forests covering
some 11 million hectares and in the process contribute to reducing 7 million tons of CO, emissions.

In each of the seven locations, Daikin leverages global partnerships in not just planting trees but in
helping local residents secure a livelihood that reduces their dependence on cutting down the trees of
the forest. Through forest preservation, the project aims to solve social problems such as poverty and
thus contribute to the achievement of Sustainable Development Goals (SDGs).

Related information

» "Forests for the Air" Project &3 (https://www.daikin.com/csr/forests/)
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Efforts at Bases

Daikin Ales Aoya Training Center Works to Protect and Rejuvenate Natural Forests on Coastal
Dunes and Beaches

Daikin Ales Aoya in Tottori Prefecture, Japan is a center for the training of employees who will be active
on the world stage.

The facility is located at Idegahama, a beach known for its ‘whistling sand.' The area is home to a typical
coastal vegetation ecosystem: starting from the beach gradually give way to taller trees. However, this
coastal vegetation has been rapidly disappearing in the last decade or two.

When Daikin Industries, Ltd. began to not just protect these rare beaches and dunes, but also bring back
the nature that had been lost so that this coastal ecosystem could once again return to its natural state.
We began by surveying the region's vegetation, based on which we made a proposal to plant
vegetation. After implementation, we had advice from experts in the monitoring and fostering of the
vegetation.

Daikin Ales Aoya serves to raise employees' environmental awareness through courses such as seedling-
planting during new employee training. We also provide opportunities for local residents to utilize
Daikin Ales Aoya. Since July 2016, it has been lent to Tottori University for use as a testing ground for
practicing garden management where students conducted field work in protecting coastal vegetation
and planting trees in coastal areas.

These activities were recognized with Excellent Stage 3 certification, which is the second highest level on
the 5-step evaluation of the SEGES social/environmental contribution greenery evaluation system run by
the Organization for Landscape and Urban Green Infrastructure.
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Practicum field of Tottori University

BRI
B i it

Social & Environmental Green

Mark of certification for the SEGES
(Social and Environmental Green
Evaluation System)
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I Species on the Red Data Book of Tottori Prefecture and the National Government

These species are effective at resisting invasive species and are important to protecting beach
vegetation.

gt T

Beachwort Siberian sea rosemary Scutellaria strigillosa Heteropappus hispidus

Shiga Plant Rejuvenates a Community Forest for Coexistence Between People and Nature

The Shiga Plant of Daikin Industries, Ltd. began work to rejuvenate a community forest on its premises
in fiscal 2012.

The conservation area was named the Daikin Shiga Forest and it was decided to use fireflies as a way to
assess the effectiveness of the rejuvenation efforts.

Since fiscal 2016, we have utilized the Daikin Shiga Forest as a place for environmental education; for
example, we take Daikin employee family members and local elementary school students on nature
walks in the forest. In fiscal 2019, we held environmental education programs for elementary schools as
well as families in the community, and provided Japan rice fish native to the forest as a form of
curriculum for elementary schools; thereby contributing to a virtuous cycle of community service.

In fiscal 2020, our employees planted 50 native Japanese irises at Shiga Plant in commemoration of the
50th anniversary of the plant. We aim to replace the existing yellow irises” growing in the area that are
non-native species systematically going forward in order to create a high quality Satoyama.

* A naturalized non-native species under the Iridaceae family which has been designated as a priority target alien species
on the List of Designated Invasive Alien Species by the Ministry of the Environment.

Planting iris
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Nature Forest at Yodogawa Plant

We are supporting the formation of a natural forest under the theme of "know it," "see it," and
"experience it," which was developed as TIC Forest in conjunction with the opening of the Technology
and Innovation Center (TIC) in fiscal 2015.

For example, we have begun nursing seedlings of the Japanese maple trees that are naturally growing
in the forest in order to encourage more growth by transplanting the baby saplings into pots in fiscal
2017. In fiscal 2019, saplings that have reached the height of one meter were transplanted in the
ground at the border to the neighboring community. This initiative was continued in fiscal 2020. We aim
to develop a line of Japanese maple trees over the course of three years.

We also aim to foster an environment where fireflies thrive, which symbolizes a safe and beautiful
factory. Since fiscal 2017, we have been developing areas that are conducive to laying eggs and growth
while conducting water temperature and quality surveys. In fiscal 2019, we have confirmed the hatching
of one firefly. The number of eggs hatched increased in fiscal 2020, with a confirmation of up to five

fireflies hatched a day.

Transplanting Japanese maple seedlings Removing fallen leaves from a small stream

Hatched firefly
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Projects in Surrounding Neighborhoods

Rejuvenating Community Forests in Osaka Prefecture

Daikin strives to protect forests near its bases. One of these efforts is an agreement between Daikin,
Osaka Prefecture, Takatsuki City, and forest owners to protect a community forest area. The agreement
was signed at a ceremony in May 2012 at the Osaka Prefectural office. Under the agreement, the
prefectural government uses the "Adopt a Forest" system to mediate companies' purchases from private
land owners so that forest land is preserved.

This agreement covers the Harashiroyama forest in Takatsuki City, which traditionally was used to
harvest bamboo, and to obtain wood for firewood and making charcoal. In recent years though, there
are not enough people to manage it and so it has fallen into disrepair due to problems that include
overgrowth of bamboo. To return the bamboo forests back to productivity, Daikin is working with local
residents to thin out the woods and rejuvenate this local forest. Daikin employees can also go to
Harashiroyama anytime they wish to work up a sweat and contribute to the rejuvenation of community
forests.

Furthermore, to expand the scope of this activity, in March 2016 an agreement was reached under the
"Adopt a Forest" system in Izuhara in lbaraki City, Osaka Prefecture as a way to protect community
forests other than just bamboo forests. With the goal of creating an abundant ecosystem in an
abandoned coppice forest, activities will continue until March 2025.

A total of 130 employees and their families volunteered in the Harashiroyama and Izuhara forest
projects as of the end of fiscal 2019. In fiscal 2020, the activities of both projects originally scheduled
four times each were postponed from the standpoint of preventing the spread of COVID-19.

Ongoing Efforts at Overseas Bases Including Tree-Planting and Biodiversity Protection

To protect the natural environment adjacent to Daikin's worldwide production and sales bases, we
conduct activities such as tree-planting, protection of nearby oceans and rivers, and protection of
biodiversity.
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I Examples of biodiversity protection efforts in overseas bases

Base Activity content

In December 2020, a tree-planting activity was held at Boonyarasri Temple, Klong
Tamru, Muang, Chonburi where the factory is as part of the "Love Water, Love Forest,
and Save the Land Project".

Daikin Industries (Thailand)
Ltd.

Mangrove forest preservation activities contribute to the preservation of biodiversity by
protecting the environment creatures live and grow in while preserving the livelihood
of fishermen engaged in traditional fishing practices.

Daikin Compressor
Industries Ltd.

We are improving the habitat for animals and plants within the factory premises.
Through properly caring for and replenishing trees, we increased green space from
what was originally 8,873 square meters to 11,071 square meters in 2020. This provides
perches for birds such as turtle doves, sparrows, and magpies.

Wuhan McQuay Air
Conditioner & Refrigeration
Co. Ltd.

The two bee nests found on the premises in 2020 are being properly managed with
cooperation from a local beekeeping association. As an important pollinator in nature,
the habitat loss for bees is a concern in Germany in recent years. We will continue our
efforts for the survival of bees.

DAIKIN Manufacturing
Germany GmbH
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Related information

> Protecting the Environment (Page 494)
» Report by Business Site (https://www.daikin.com/csr/report/site_data/)

Environment - 257 -



Environment

HISTORY OF ENVIRONMENTAL ACTIVITIES

History of Environmental Activities

. L . Chemicals
o Air Condtioning Divisions L
Daikin Group Divisions
(Japan)
(Japan)
e Environmental Pollution Control System established
Environmental Pollution Control Committee
established
1970s . . .
Environmental Pollution Control Regulations
enacted
e Environmental Month started
e Daikin Group Environmental Control Committee
established
1980s o Daikin Group Environmental Management
Regulations enacted
e Began dealing with fluorocarbon problem
¢ Began HFC
1991 mass-
production
1992 e Director responsible for environmental protection
and Global Environment Dept. established
e Actions Principles on Environmental Protection
1993 enacted
e Environmental Action Plan enacted
1994 e Began building environmental management system
¢ Released chiller using HFC
frigerant * Ceased
re
1995 ¢ Environmental audits launched 9 . . production
e Started air conditioner
of CFC
forums
e Acquired ISO 14001 certification in all Daikin
1996 q

Industries, Ltd. production bases in Japan

1997 e Began working toward I1SO 14001 certification in
overseas production bases
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Daikin Group

e First Environmental Report published

1998 . .
» Related information
(https://www.daikin.com/csr/report/)
e Environmental accounting introduced,
1999 Environmental Meetings launched
» Related information (page 141)
e Start of green procurement
2000 greenp

» Related information (Page 138)

e Environmental Action Plan 2005 enacted

e Achieved zero waste emissions in Daikin
Industries, Ltd. production bases in Japan
(machinery divisions)

2001 e Regional Environmental Meetings launched
Environmental meetings started in each of four
regions (Europe, North America, China, and
Asia/Oceania)

» Related information (Page 138)

e Basic Environmental Policy of the Daikin Group
2002 enacted
» Related information (Page 112)

e Aquired integrated ISO 14001 certification in
2003 Daikin Group in Japan
» Related information (Page 126)

e Achieved zero waste emissions in all Daikin

2004
Industries, Ltd. production bases in Japan

Environment

. L L Chemicals
Air Condtioning Divisions

(Japan)

Divisions
(Japan)

e Released Super Inverter
60 ultra-energy-efficient
commercial air
conditioner

e Released HFC multi-
purpose air conditioner
for buildings, HFC
residential air
conditioners

e Established
fluorocarbon
destruction
facilities

e Released Super Inverter
ZEAS ultra-energy-
efficient HFC air
conditioner

e Began fluorocarbon
recovery and destruction
business
¢ Completed Conversion to
HFC refrigerant for all
major products (in Japan)
» Related information (Page 200)
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Daikin Group

e Environmental Action Plan 2010 enacted

2006
e CSR Report published
2007
e Formulated the latter half of the Fusion 10 strategic
2008 management plan, which stresses proactive
contribution to solving environmental problems, as
well as business expansion
2009
2010
e Formulated Environmental Action Plan 2015
» Related information (Page 112)
2011 . . o
o Started environmental protection activities in
Shiretoko
» Related information (Page 248)
2012
2013
2014 o Started "Forests for the Air" project

» Related information =3
(https://www.daikin.com/csr/forests/)

Environment

Chemicals

Air Condtioning Divisions

Divisions
(Japan)
(Japan)
Released Daikin Altherma
air-to-water heat-pump
space and hot water
heater in Europe

3 Related information (Page|177)

Air conditioner forums in
Europe and the U.S.
launched

Started for reforestation in
Indonesia

% Related information  (Page|248)

Released world’s first VRV
system (mult-split type air
conditioner for building)

using CO, refrigerant

Air conditioner forums in
Japan launched

Air conditioner forums in
China launched

Air conditioner forums in
Asia/Oceania launched

Released Urusara 7
residential air conditioner,
world's first air conditioner
to use the new R-32
refrigerant

Released FIVE STAR ZEAS,
world's first commercial air
conditioner to use new
refrigerant R-32

Released cooling-only
variable speed (inverter)
air conditioners for
emerging countries
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. o . Chemicals
o Air Condtioning Divisions L.
Daikin Group Divisions
(Japan)
(Japan)
o Daikin offers companies worldwide free access to its
93 patents on the manufacture and sale of R-32 air
conditioners (https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/
2015 3 Related information T (2.0MB) feature-past/feature2015-environment-pdf)
e "Daikin's Policy and Comprehensive Actions on the
Environmental Impact of Refrigerants" published

» Related information (https://www.daikin.com/csr/information/influence/)

e Environmental Action Plan 2020, CSR Action Plan
2016 2020 formulated (https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/
3 Related information i (62KB) company/CSR_Action_Plan_2020-pdf)
e Sustainability Report published

e Environmental Vision 2050 formulated
» Related information (Page 47)
2018 ¢ 10th anniversary event for forest restoration in

Indonesia held (https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/
» Related information T (500KB) pdf/press_20181003-pdf)

e Endorsed the TCFD's recommendations

2019
» Related information (Page 53)

e Established medium-term targets to achieve net zero
2021 greenhouse gas emissions
» Related information (Page 53)
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Environment

ENDORSEMENT AS AN ECO FIRST COMPANY

Daikin Industries, Ltd. First Company in Air Conditioner Industry to be Endorsed as an Eco First Company
by Ministry of the Environment

On November 11, 2008, Daikin Industries, Ltd. was presented with official certification for the Eco First
Program established by Japan's Ministry of the Environment in April 2008. The award recognized
Daikin's Eco First Commitment of environmental protection targets. Daikin is now the first company in
its industry to earn the right to use the Eco First symbol.

Under the Eco First Program, companies make a commitment to the Ministry of the Environment to
carry out voluntary environmental protection activities aimed at meeting the targets of the Kyoto
Protocol.

As the world's only developer and manufacturer of both air conditioners and their refrigerants, the
Daikin Group makes it a top priority to reduce global warming. Using our strengths in energy-efficient
technologies, we strive to mitigate our impact on climate change.

Under our Eco First Commitment, which we revised in March 2012 and October 2017, the Daikin Group
is striving to achieve both environmental sustainability and corporate growth by making the most of
environmental technologies such as inverters and heat pumps to drive our business.

ECO+

FIRS

The Eco First symbol

Environment - 262 -



Daikin Group's Eco First Commitment

1. By developing and disseminating products that contribute to mitigating global warming, we aim to
reduce greenhouse gas emissions in fiscal 2020 by 60 million tons-CO,.

We will disseminate energy-efficient products, such as low-energy-consuming inverter models,
worldwide.

In worldwide markets, we will introduce air conditioners that use low-global-warming-
potential refrigerants such as R-32, which has two-thirds less global warming potential than
conventional refrigerants.

By promoting the recovery and destruction of refrigerants, we will minimize refrigerant
leakage in all stages from production to final product disposal.

We will develop and disseminate heat pump space heaters and hot water heaters, which are
much more energy efficient than gas-combustion products, by adapting to local conditions.
By introducing our energy-efficient solutions businesses, such as air conditioner remote
monitoring systems, to worldwide markets, we will contribute to greater energy efficiency in
entire buildings and towns.

2. To minimize the environmental impact of our production activities, in fiscal 2020 we aim to reduce
the Daikin Group's emissions of greenhouse gases (CO,, HFCs, PFCs) by 70% over fiscal 2005 (a
reduction of 3.5 million tons-CO,).

Even as we increase the number of our production bases and our production volume, we will
reduce the Daikin Group's total greenhouse gas emissions through numerous measures; for
example, eliminate wasted energy by making energy usage more transparent, and thoroughly
recover fluorocarbons in production processes.

We will reduce emissions through strict management of waste, water usage, and chemical
substances.

3. We aim to work together with stakeholders to protect biodiversity. We will also expand the Green
Heart circle, considering the Earth and taking care of the natural environment.

Through Daikin’s “Forests for the Air” project, which is being undertaken at seven locations
around the world, during the 10-year period from 2014 to 2024, we will conserve forests
covering some 11 million hectares and in the process contribute to reducing CO, emissions by 7
million tons-CO,.

Employees are the main drivers in initiatives at our worldwide bases to certify factories and
offices under our Green Heart system. Daikin employees boost their environmental awareness
by minimizing environmental impact through energy efficiency and other measures, creating
and preserving biodiversity at their companies, and teaming up with local citizens in carrying
out environmental and social contribution activities.

By holding free-of-charge environmental education classes for elementary schools, we provide
an opportunity for youngsters to learn how to build a sustainable society.
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Related information

» Environment (Page 108)
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CSR for Value Provision

New Value Creation

44

Policy

Sharing Dreams and Ambitions Inside and Outside Daikin to
Realize a Healthy, Comfortable Lifestyle through Air

Targets of CSR Action Plan 2020

Air-conditioners bring innovation to work and everyday life in hot regions, contributing to
higher quality of life and economic growth.

Daikin fuses core technologies accumulated through air conditioning using loT and Al
with advanced technological open innovation to provide new value that makes humans
and indoor spaces healthy and comfortable by pursuing the unlimited possibilities of air.

Fiscal 2020 Achievements

Measures the amount invested in value creation and the number of new technologies
created.

R&D Expenditure

¥77- 7bi||ion

Number of patent applications (FY2019; Daikin Industries, Ltd. only)
Patent applications in Japan:

1,076

Patent applications overseas:

46/
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» Management Structure

(Page 268)

Daikin R&D Centers such as the
Technology Innovation Center
are located throughout the
world.

Start-Up Arises from
Collaborative Innovation

(Page 294)
Introducing initiatives from

collaborative innovation to
commercialization

Related information

Collaborative Innovation
Led by Industry-
Government-Academia

Partnerships
P (Page 273)

We aim to create new value
using co-creation with outside
parties led by industry-
government-academia tie-ups.

Collaborative Innovation
» Led by Industry-Industry
Partnerships
(Page 287)

We aim to create new value
using co-creation with outside
parties led by industry-industry
tie-ups.

» Key Activities of Fiscal 2020: New Value Creation—Providing Comfortable Air Environments

Using the Best Format Possible, from Goods to Services (Page 596)

» Key Activities of Fiscal 2019: New Value Creation—Delivering Healthy and Comfortable Air

Environments and Spaces to Africa with Collaborative Innovation

(https://www.daikin.com/csr/feature2019/02.html)

> Stakeholder Engagement (Page 473)

» Technology and Innovation Center (TIC) &
(https://www.daikin.com/about/corporate/tic/)

New Value Creation
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New Value Creation

MANAGEMENT STRUCTURE

In order to meet diverse customer needs and create new value that contributes to society, it is important
that Daikin first build up its technological superiority by leading further advanced technologies:
inverters, heat pumps, and fluorochemicals. It is also important to combine state-of-the-art technologies
from around the world—such as information-communication, sensors, materials, processing, medicine,
and healthcare—with Daikin technologies to come out with products and services that provide new
value to customers.

Today's world of unprecedented and rapid technological change requires the creation of new value,
which is only possible through collaborative innovation that fuses a wide range of knowledge and
technologies and takes us beyond current boundaries. To this end, Daikin established the Technology
and Innovation Center in November 2015 with the aim of promoting collaboration with external
partners in order to contribute to society through the creation of new value. We have established 24 air
conditioning business development bases in six regions around the world at which we develop products
in order to promptly and accurately respond to the needs of regional customers.

In November 2019, we established the Technology and Innovation Center CVC Office to promote
collaborative creation with startup companies as a mean to accelerate open innovation integrating
technologies and knowledge from both inside and outside the company. We will aim to quickly verify
hypotheses to create new products, services and business models through collaborative creation with
startup companies around the world practicing fast-paced management with advanced technologies,
innovative ideas, and a spirit to challenge.

I Air conditioning business development bases

Production Bases Air conditioning business development bases

Over 700Iocations 4 locations

(March 2021)
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Technology Development Base: Technology and Innovation Center

Collaborative innovation with internal and external partners to create new value

In November 2015, Daikin established the Technology and Innovation Center (TIC). As a core base of
technological development, the TIC brings together approximately 700 technicians in a range of fields.
Amassing the strength of Daikin Group technicians, and strengthening cooperation and ties among
companies, universities, and research institutes possessing unique technologies in differing industries
and fields, the TIC is aimed at combining the strengths of people, information, and technologies from
inside and outside Daikin in order to come up with innovation through collaboration.

To maximize this collaboration between Daikin and its partners, the TIC has gathering rooms, which can
be used for anything from technician meetings to exchange unbridled opinions, to gatherings of
opinion leaders from universities and industries around the world to use as they wish in spreading their
ideas. These rooms have been used extensively: Eiichi Negishi, winner of the Nobel Prize in Chemistry
and Distinguished Professor at Purdue University, has used them to provide technological guidance; and
they act as satellite offices of industry-academia collaboration projects between Daikin and the
University of Tokyo, Osaka University, and other universities.

_ = j ~

Technology and Innovation Center (TIC)

Related information

» Technology and Innovation Center (TIC) &3
(https://www.daikin.com/about/corporate/tic/)

» Key Activities of Fiscal 2015: New Value Creation—Collaborative Innovation with Other
Industries and Fields 1 (830KB)

(https://www.daikin.com/-/media/Project/Daikin/daikin_com/csr/feature-past/feature2015-
newvaluecreation-pdf)
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Boosting Development Functions around the World

Responding to the needs that arise from differing cultures and values in countries and regions of
the world

Daikin has over 100 production bases around the world and does business in over 160 countries, and
more than 75% of its sales come from outside Japan. To create the new value demanded by customers
and their societies, we must develop products that match the cultures and values of each worldwide
region. Daikin has R&D centers around the world, including in China, Europe, and North America, where
efforts are made to create new value that matches various regional needs.

In today's era of lightning-fast change, conventional core technologies no longer meet the world's
diverse needs. That's why in May 2017 we have established the Daikin Open Innovation Lab Silicon
Valley (DSV) as a sub-office of the TIC, a place where we come up with distinctly new products through
the fusion of state-of-the-art technologies in artificial intelligence (Al) and the Internet of Things (loT).
At the DSV in North America, a society of rapid technological change, we are striving to both absorb
current state-of-the-art technologies and strengthen loT and Al technologies.

In December 2017, we opened the Daikin Information and Communications Technology College in the
TIC with the goal of fostering human resources who develop technologies and new businesses utilizing
Al. The aim is to create new innovation through basic research in areas such as Al and loT, the creation
of systems for things like smart factories, the passing on of expert production-line techniques to the
next generation, and the fostering of human resources who can advance the utilization of Al.

Related information

> Key Activities of Fiscal 2019: Human Resources—Daikin's Unique Approach to Developing Al and
loT Human Resources for Driving Innovation

(https://www.daikin.com/csr/feature2019/04.html)
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Spurring the Creation of Intellectual Property

Two Systems Stimulate Creation of Intellectual Property

Daikin Industries, Ltd. has two systems for stimulating employees' motivation to invent and for spurring
the creation of intellectual property.

The first is the Compensation System for Employee Inventions, a system in which Daikin pays employees
for inventions created on the job that result in patent applications as well as successful uses of the
patent. In fiscal 2020, in addition to paying compensation for patent applications, Daikin compensated
employees for 617 successful uses of patents.

The second is the Incentive System for Valuable Patents, which gives employees incentive bonuses for
valuable patents. In fiscal 2020, we awarded incentive bonuses to the creators of 84 patents.

While these systems are aimed at stepping up Daikin's intellectual creativity, they also represent an
effort to promptly tackle pressing issues, such as increasing the quality and quantity of patents in
competitive fields, and increasing the number of patents in our key technological fields, in particular in
emerging countries. In fiscal 2019, we applied for 1,076 patents in Japan and 467 patents overseas.

In fiscal 2020, in the air conditioning divisions, the number of patent applications increased; this covered
everything from development of new products that we intend to release, to near-future products that
make use of Al and loT technologies. In the chemicals divisions, we increased the number of patent
applications by clarifying and implementing strategies in each product and technology area.

We will also continue to conduct thorough advance patent surveys so that we can deal with problem
patents early on and thus ensure that we eliminate patents that could hinder our development. We will
also step up patent efforts worldwide.
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Awarding incentive bonuses to inventor group
representatives

I Number of Patent Applications (Daikin Industries, Ltd. only)

W Japanese applications W Cverseas applications

1,076
204 957

2015 2016 207 208 2019 )
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New Value Creation

COLLABORATIVE INNOVATION LED BY
INDUSTRY-GOVERNMENT-ACADEMIA
PARTNERSHIPS

Today, the rapid evolution in digitalization is greatly transforming the very structure of industry and
society. This urgently requires that we shift to a business model with an eye toward a market focused on
consumer sovereignty shifting from the consumption of goods to the consumption of experiences.
Daikin is taking up the challenge to achieve co-creative innovation through industry-government-
academia partnerships by defining co-creation as the comprehensive intiatives, which involve deep
interaction between the tops, managers, and team members of two organizations to encourage
everyone in working together in considering topics from the very core question, therefore leading to
the creation of new value, to move away from a full in-house development in preparation for the
coming digital age.
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Collaboration with the University of Tokyo

With the aim of creating new business that contributes to solving social issues around the world, Daikin
is focusing on tie-ups with universities in Japan and other countries. In fiscal 2018, we signed a
"University Corporate Relations Agreement" with the University of Tokyo for a 10-year partnership with
investment of approximately 10 billion yen.

This agreement comprises three shared creation projects: tie-ups with business ventures with the aim of
early market application; shared creation future vision leading to SDGs and Society 5.0%; and creation of
futuristic technologies centered on advancing core technologies and creating new value. For example,
for shared creation future vision, we will establish the vision for making air more valuable in the future,
and come up with the technologies and businesses needed to create this value, in the process allowing
both the University of Tokyo and Daikin to clarify the research tasks they need to take on.

In addition, the main feature of this agreement is the full-fledged exchange of human resources
between the two parties. The University of Tokyo instructors and students, entrepreneurs, and Daikin
employees can go freely between the organizations of the agreement parties with the aim of sharing
knowledge, conducting joint research, and building career paths. Another aim is to accelerate mutual
human resource exchange and achieve successes from shared creation by conducting global internships
at Daikin worldwide sales, production, and R&D bases and providing assistance to the globalization and
fostering global human resources at the Univeristy of Tokyo. As an example, we conduct joint training
camp every year with the research lab of Professor Sakata (Technology Management Information
Engineering), who is serving as a Daikin fellow, through which we aim to steadily promote the theme
via active discussions.

Currently, we are developing a prediction system for future market and technological trends using
technology informatics taught as part of the social-collaborative seminars held at the Sakata Lab. In
addition, this also links to the acceleration in the advance of technologies such as frost prevention
utilizing the cutting-edge technology.

* |oT: Internet of Things. People and objects connect to share knowledge and information via Al. Japan aims to realize a
future in which IoT and Al advance the economy and solve societies problems.
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Results from 2018 to 2020

Large project planning, execution and collaboration with venture companies

e Planning of the vision and project "thinking together from the questions."

» Planning of 17 Social Collaboration Seminars at record speed with the view of socially
implementing future techonologies to achieve SDGs and Society 5.0.

o For venture collaboration, we listed 409 companies and visited 120 of them, while 20 of the
venture companies visited Daikin. We invested in seven companies.

» Established Baridi Baridi Inc., in the United Republic of Tanzania as a joint venture, whose main
business is subscription business, with WASSHA Inc., a venture company from the University of
Tokyo

« Joint development of THINKLET®), a smart wearable device that supports remote operations in
fostering air conditioning service engineers with Fairy Devices Inc., a venture company from the
University of Tokyo

Successful full-scale human resources exchange

o Over a total of 1,000 participants in two years

o Over 815 Daikin techinical executives and technicians attended Look Todai program and partook
in technical discussions with 95 professors. In total, 15 roundtable discussions were held
involving members from the University of Tokyo and Daikin. The University of Tokyo was
represented by 73 faculty members from 15 departments, while Daikin executives also attended.
Moreover, 19 Daikin employees are stationed at the University of Tokyo to promote co-creation.

o 241 students applied for the global internship; 48 students participanted in activities at Daikin's
overseas bases.

» We also launched the human resources exchange program of Spirit Appointment System which
enables participants to be involved in both the University of Tokyo and Daikin at the same time.

Interview survey at a air conditioner sales outlet in Thailand
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Related Information

» DAIKIN-UTokyo Lab. &3 (https:/daikin-utokyo-lab.jp/en/members)
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Collaboration with Osaka University

In fiscal 2016, Daikin established the Daikin Collaboration Research Institute at Osaka University. This
institute is developing new materials, new processes, and processing technologies related to the air
conditioner business and has yielded results through its efforts to date in materials and procedure
development in the environmental field.

This collaboration comes up with themes on revolutionary technologies and major themes with far-
reaching implications, making use of Osaka University's state-of-the-art analysis equipment and
technologies, such as the world-renowned Joining and Welding Research Institute, to tackle problems
from a medium-to-long-term perspective and with a view to application across numerous fields.

In fiscal 2020, we solicited new ideas for research themes on air and spaces from students attending all
schools of Osaka University. Until now, Daikin has collaborated with a wide range of departments at the
university including not only chemistry, engineering and information and computer sciences, but also
humanities, ethnology, pharmaceutical science and dentistry, to conduct feasibility studies.” With regard
to the future target value and vision that we will work together with Osaka University to achieve, our
business departments and TIC have invited input for business ideas, and conducted workshops involving
students of the Innovators Club and research lab of humanities and social science disciplines from the
perspective of advanced technology for information science. We have formulated three main pillars of
"Infrasharing," "Mass customization of environment," and "Digital Twin City" for achieving the vision
of "Leading the Future of People and Space." Meanwhile, we have established technology and moved
into the demonstration phase, while continuing to evaluate the commercialization concerning six
themes of research conducted to date.

* A feasibility study involves investigating and verifying beforehand whether a new business, new product or service, or
project is commercially feasible or not.

I Information Sector Related Joint Research

We established the Daikin Information Science Research Unit (Di-CHiLD), and developed the controlling
technology for sleep and learning environment aimed at expanding our Air and Space Solutions
Business, as well as engineering workload reduction technologies such as air conditioner automatic
selection and position detection aimed at expanding the Air Conditioner and Space Design Business
from sales of air conditioners. We have established these technologies that started out as joint research
themes, and are in the process of multiple patent applications.

Currently, we are conducting theme development activities, which also involve business departments,
with universities and hospitals as two target markets. For universities, we added sensing and control as
the new themes with installation of displacement ventilation air conditioners and density alert system
based on traffic sensing to provide a safe and secure space, and energy management through traffic-
sensor based on air conditioning and lighting. In addition, we are in the progress of deliberating
materializing the business of providing an entire building with the addition of POC" for new air
conditioners as a theme for large and open spaces.

* POC: Proof of concept
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Verification Experiment on Energy Management at New Minoh Campus, Osaka University

We are conducting a large verification experiment at the New Minoh Campus, School of Foreign
Studies, Osaka University that just opened in April 2021. The experiment involves the concept of
interaction between multitude of people, knowledge and culture, and is conducted in a safe and
secure space with consideration for COVID-19, including verification testing on whole building
energy management.
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Daikin WITH, brochure highlighting case examples of co-creation

Joint-Research on Air Conditioning and Chemical Core Technology

We worked with the Joining and Welding Research Institute, which possesses the world's leading
technology, on the development of technology for sophisticated manufacturing and differentiation
elements for the air conditioning business, and worked on creating an innovative foundamental
technology for fluorochemicals as well as strived to take full advantage of Osaka University's cutting-
edge analytical devices and technology for the chemicals business. Moreover, we have also successfully
implemented strategy human resources exchange, examplified by the design that launched the
interdisciplinary program by professor Ogoshi (a program that fosters innovative human resources that
enhances both specialized and general skills, which involves all of Osaka University's PhD students,
including from humanities disciplines), the core leader of Organic Chemistry department, and cross-
appointment of professor Fujita of the Design and Systems Engineering department.
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Student Researcher Program, Leading Researcher Program, Al Human Resources Cultivation Program
(Daikin Information and Communications Technology College)
Diversity Research Environment Achivement Initiative Project (Female Participation Promotion)

We implement a training program for outstanding students of the School of Information Science and
Technology at Osaka University (PhD students). We also conduct an internship program, which
incorporates learning about challenges that may arise when using information technologies such as Al,
loT, and Big Data, and aims to cultivate human resources with practical skills through real life learning
using actual data.

The leading researcher program receives corporate funding from the phase of fundamental research
with an anticipation for advanced research results from these outstanding, young researchers, on future
research themes that are not feasible by the university or corporation alone. We are contemplating the
theme of the estimation system for body composition (body fat ratio) that can be useful in the sports
gym business of the Defense Systems Division.

The cultivation of information science and technology engineers by the Daikin Information and
Communications Technology College is getting accelerated with an upward revision of the initial target
for lecture attendees from 1,000 people by fiscal 2021 to 1,500 people by fiscal 2023. Furthermore, for
challenging tasks of the PBL" theme, we are inviting professors of Osaka University frequently to the TIC
to conduct office hours for detailed instruction in order to solve the challenges.

For our diversity initiatives (female participation promotion), we have been implementing the
innovation female participation promotion program, reception with female graduate students, and
career advancement support program during childcare leaves. Given considerations for the COVID-19
pandemic, we are continuing with the implementation of symposiums via virtual meetings. In addition,
we are conducting an online festival to entice more high school girls to consider studying the sciences.

* PBL: Problem-based learning

Related Information

» Daikin Information Secience Research Unit (Di-CHiLD) (available in Japanese only) &3
(http://otri.osaka-u.ac.jp/dichild/)
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Collaboration with Kyoto University

Daikin began an comprehensive collaboration with Kyoto University in June 2013 with the aim of value
creation through integrating humanities with sciences. Since then, we have worked on creating themes
related to air and space primarily led by the Center for the Promotion of Interdisciplinary Education and
Research, as well as implemented projects involving researchers in the humanities and sciences
departments, such as the "100 people world café," where we launched the program of "800 keywords
on the value of air." In addition, our collaboration also contributed to the creation of themes for joint
research that played a part in the existing businesses of Daikin Industries, Ltd. as well as involved
collaboration and exchange centered on cutting-edge technology that will transform our mainstay
businesses of air condtioning and chemicals business.

In April 2021, we re-started our comprehensive collaboration under the new keyword of "well-being (a
society for better living)" on subjects such as healthcare (healthcare-industry collaboration) based on
DNA search using Nagahama Cohort, utilization of cutting-edge technology, collaboration in the fields
of energy and cold chain, Asia and African area studies, and utilization of ventures.

Dorics

Began Initiatives on Next-Generation Batteries (Solid-State Batteries, Fluoride lon Batteries)

In fiscal 2020, we began initiatives on next-generation batteries (solid-state batteries and fluoride
ion batteries).

Through the co-creative process with the research lab, we were able to develop a network with
automobile and battery manufactures, as well as gain a wealth of knowledge on batteries, in
addition to materials, which contribute to creating a structure for our future business.

Moreover, we have set healthcare-industry collaboration and smart campus as our new domains,
while we plan to re-start comprehensive collaboration in April 2021.
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Collaboration with Doshisha University

In March 2020, Doshisha University and Daikin concluded a comprehensive collaboration agreement
with the goal of conducting practical R&D on the theme of environmental issues. To reduce greenhouse
gas emissions through its businesses, Daikin will harness the practical academic research capabilities for
use in real society of Doshisha University, which aims to use academic outcomes to benefit society, along
with the university's proprietary environmental technologies and expertise in related fields. Both parties
will work to put CO, decomposition and reuse technologies into practical use and to further increase
the efficiency of air conditioners that integrates technologies of mechanics, eletronics, and materials. In
addition, they will develop talent in collaborative innovation through joint research.

I Decomposition and Reuse of CO,

We are conducting research on the technology to reduce CO, emissions utilizing Doshisha University's

molten salt electrolysis technology and Daikin's fluorine technology. Specifically, we are studying the
decomposition and reusage of CO, to turn CO, into chemicals and materials via electrolysis for reuse,

such as in fuels. We have confirmed that CO, can generate useful compounds as the joint-research is

progressing and results are beginning to show.

I Further Efficiency of Air Conditioning

We launched a technology theme aimed at developing environmentally conscious technologies and
products through making air conditioners more efficient. We are conducting research on the themes of
motor structure and inverter control as well as elucidating the corrosive mechanism of heat exchangers
for corrosion resistance.
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Pilot Program of Future Design (FD) Practice for Fostering Human Resources for Co-creative
Innovation

We launched the pilot program of FD in fiscal 2020 in preparation for the full implementation of
human resources cultivation in fiscal 2021. FD is a program for developing new technology and
product ideas based on the prediction of future changes in society and technological advances.
Participants of the program consisted of 18 Doshisha University students and eight junior Daikin
employees, who were divided into five groups to conduct prototyping of new technologies and
products. The training proved to be fruitful as both the students and young employees were about
to gain a new perspective and awareness from their different points of view.

Future design exercise
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Tie-up with Tsinghua University

In 2003, the Tsinghua University-Daikin R&D Center was established at Tsinghua University in Beijing,
one of China's top universities. Since then, Daikin and the university have worked together to jointly
develop air conditioner technologies.

In fiscal 2016, the parties began collaborating in the chemical field as well. The center will expand into
environmental fields such as air and water quality and energy, as it carries out research with top-level
scientists aimed at solving environmental problems.

In fiscal 2018, through participation in the University Industry Collaboration Committee (UICC), we built
a strong network with Tsinghua University professors. We will utilize this network and our collaboration
with the university as we carry out efforts to advance our R&D bases in China, including our base in
Shenzhen.

Dorics

Accelerating Research on a Safer and More Secure Living Space in China

In July 2020, professor Xudong Yang assumed the position of the president and chairman of
Tsinghua University-Daikin R&D Center. Professor Yang is an expert in architecture and IAQ, and has
the background of serving as a fellow in the U.S. and China. Given the reality of the COVID-19
pandemic, Daikin has established specific theme and further specified and presented its awareness of
issues, from the regulations on air conditioning and ventilation, to verification of the effect of
sterilization technology, and the technology to visualize the air and space quality to give users peace
of mind.

In addition to the Technical Group at TIC, we are also involving the Shanghai R&D team as well as
company-wide project in order to determine a co-creative theme for consideration that will be
adopted for commercialization and product application. In addition to development of new
products, we are making efforts from a wide perspective that will lead to our business results,
including developing guidelines for making the actual living space safe and secure.

Moreover, Tsinghua University, Daikin Industries, Ltd., and Daikin Fluorochemicals China Co., Ltd. are
conducting joint research with the aim of putting fluorine materials to practical use in EV batteries
as well as in environment-conscious vehicles (EVs, FCVs, etc.)
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Collaboration with Tottori University

Daikin began a comprehensive collaboration with Tottori University in May 2021 with the aim of
promoting programs such as the arid land research and healthcare research through collaboration
between healthcare, industry, and agriculture. The program involves research projects such as the air
conditioning solution research at Tottori University's Arid Dome, the only arid land research facility in
Japan, and healthcare related research on stress reduction effect verification with the
Fungus/Mushroom Resource and Research Center. In addition, we make use of the global training
facility of Ales Aoya located in Tottori Prefecture to conduct active interaction between researchers and
students of Tottori University as well as fostering human resources capabe of addressing issues on the
themes related to global arid lands.
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Daikin Industries Ltd. and RIKEN Start Industry-Government
Wellness Life Collaboration Program

In October 2016, Daikin Industries Ltd. teamed up with RIKEN, Japan's only comprehensive research
institution dedicated to the natural sciences, to launch the RIKEN-DAIKIN Wellness Life Collaboration
Program. Under the theme of comfortable and healthy spaces, the program is working on research to
extend healthy life expectancy.

In June 2017, the partners established the RIKEN BDR-Daikin Collaboration Center for joint research into
creating spaces that prevent fatigue. In November 2017, test facilities were established at RIKEN's
Integrated Innovation Building (IIB) in Kobe for clinical research investigating matters such as how
certain levels of temperature and humidity affect levels of fatigue. Data on the impacts on fatigue
caused by air environment obtained in the winter of 2017 was presented in May 2018 at a meeting of
the Japanese Society of Fatigue Science.

In addition, in 2019, we concluded a co-creation agreement with RIKEN's subsidiary RIKEN Innovation
Co., Ltd. Going forward, we will continue to strive to extend healthy life expectancy through
collaboration.

Participation in the COVID-19 Droplets Research Program

As a co-creative theme in 2020, we participated in the COVID-19 Droplets Research Program using
supercomputer Fugaku. We aim to establish a safe and secure space design with simulation of
ventilation method (airflow), airflow distribution, indoor air pressure, and air cleanliness, in order to
faciliate implementation of the research and development and create innovation and not merely
stopping at the simulation of droplets and airflow.
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Collaboration with the National Institute of Advanced Industrial
Science and Technology

Since 2015, we have begun collaboration with the National Institute of Advanced Industrial Science and
Technology (AIST) in all technological fields in aiming to resolve the technical challenges we embrace at
Daikin. With the establishment of game-changing new technology as our long-term collaboration
theme, we are harnessing the strengths of AIST in social implementation and standardizaion in
developing and standardizing the magnetic refrigeration HP development as a new technology with the
most likelihood to achieve non-fluorocarbon heat pumps, as well as developing the new concept of
"healthy air" in which functions of health improving effects can be instilled into the air.

Collaboration with Nara Institute of Science and Technology

In October 2012, Daikin Industries, Ltd. and the Nara Institute of Science and Technology (NAIST)
established the Future Joint Research Laboratories. In conventional agreements between industry and
academia, the corporation generally names the project content and the university carries out the
necessary project research. But this collaboration between Daikin and NAIST begins with a quest for
pressing social issues, followed by discussions on how to solve them and then the start of research
toward this goal.

In fiscal 2020, we launched a new project aimed at inspiring large themes such that will foundamentally
transform the conventional framework. Our goal is to create a science and technology theme that
combines the strengths in Information Science, Biological Science, and Material Science at the Nara
Institute of Science and Technology.
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New Value Creation

COLLABORATIVE INNOVATION LED BY
INDUSTRY-INDUSTRY PARTNERSHIPS

With the framework of competition undergoing a major transformation following the advent of the Al
and loT era, monotsukuri (manufacturing) will require novel thinking and approaches along with
innovation with an eye toward the future of the world in five and 10 years into the future.

Daikin is tackling this challenge around the world using collaborative innovation led by industry-
industry partnerships.

Daikin and Daicel Accelerate Co-creation Aimed at Developing
World-First and World-Best Products

Daikin has engaged in technology exchanges with Daicel Corporation over the course of the last two
decades. From 2016, we have been working on co-creation aimed at creating products with value for
customers by utilizing Daicel's strengths in innovative "materials technology" and Daikin's strengths in
"air conditioning elemental technology," moving beyond our partnership's previous focus on
production innovation. As outcomes of these activities, in fiscal 2020 we jointly developed a moisture-
permeable membrane total heat exchange element for ventilation equipment and low pressure drop air
filter media for large air conditioners following growing worldwide demand for air quality. Based on
these outcomes, we plan to expand co-creation aimed at creation of world-first and world-best products
in order to resolve social issues.

Moisture-permeable membrane total heat exchange element
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Commercializing a New Business Model in the United Republic of
Tanzania

In November 2019, Daikin began a demonstration test on a new business model in the United Republic
of Tanzania with WASSHA, which provides electricity services to non-electrified areas of Africa using loT
technology. The demonstration test involved examining commercial viability of a subscription-based
service for Daikin's highly efficient air conditioners at small shops and homes in Tanzania utilizing
WASSHA's business know-how, human resources and sales network in Tanzania. The three-month test
ran between November 2019 and February 2020 and included planning of a subscription-based service
for air conditioners and building a payment system using mobile money.

As the feasibility of our business model and potential for contributing to the resolution of social issues
have been verified, we established a joint venture Baridi Baridi Inc. in June 2020 to accelerate
commercialization. The company name was coined from the word baridi, which means cooling in the
East African language of Swahili, with the hope of delivering comfortable spaces.

Meanwhile, Daikin is now working to roll out the air conditioner business in Africa, which is today
expected to see steady population growth over the long term. We are expanding the business from
India to East Africa by exporting highly efficient air conditioners with an inverter developed and
produced in India, which similar to Africa requires stable operation despite its unstable electricity supply.
In September 2019, we opened an office in Nairobi, Republic of Kenya, and began work on market
research locally as well as tapping into local sales networks.

Related information

» Key Activities of Fiscal 2019: New Value Creation—Delivering Healthy and Comfortable Air
Environments and Spaces to Africa with Collaborative Innovation

(https://www.daikin.com/csr/feature2019/02.html)
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Improving Work Efficiency and Quality with Connected Workers

In November 2019, Daikin and Fairy Devices Inc. jointly began working on an initiative to improve work
efficiency and quality through the creation of connected workers*1 in service areas such as maintenance
and inspections of air conditioners. Fairy Devices will provide its voice recognition, edge Al, and data
analysis technologies, while Daikin will contribute its frontline expertise globally, as the two work
together to resolve issues faced by service operations.

Specifically, the THINKLET™ smart wearable device and technology stack*2 developed by Fairy Devices
and an online app for operational support developed by Daikin will be combined to develop a remote
work support solution where experienced service engineers can support and train workers remotely. The
two companies aim to use this solution to quickly foster talented service engineers while at the same
time improving the technical skills and decision-making abilities of workers not only in Japan but
around the world, and realizing high quality frontline operations that are highly efficient and sound.

Furthermore, in February 2021, we invested approximately ¥500 million. We will expand the application
of this solution in 13 countries in Asia, Oceania, and Africa that are seeing rapid growth in the air
conditioner market.

*1 A collective term representing frontline workers able to receive various forms of support and required information
even in remote locations by using a wearable device or sensors.

*2 An APl or Al engine platform comprising a collection of various technologies that can function individually or in an
integrated manner.
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Establishing a Collaborative Platform Utilizing Data on Air and
Space

Daikin has established a collaborative platform called CRESNECT under which it works with a number of
partner companies to utilize data gathered from air conditioners in order to come up with new value
and services encompassing air and space. Using data that can be gathered from air conditioners, Daikin
and the partner companies study how to improve office productivity and maintain worker health and
come up with new value and services.

As the first project under CRESNECT, in July 2019 Daikin and partner companies launched demonstration
testing aimed at realizing the office of the future at point 0 marunouchi, a membership-based co-
working space in the Marunouchi district of Tokyo. In this trial, members of point 0 marunouchi
experience spatial content that is conducive to more efficient and healthy working and that is made
possible by pooling state-of-the-art technologies, data, and know-how possessed by the CRESNECT
partner companies. The aim is to test out how to build a healthy, comfortable office environment and
contribute to the creation of new products and services.

Membership-based co-working space, point 0 marunouchi
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Receipt of the Gold Rank in WELL Certification

The co-working space, point 0 marunouchi, which is managed by point 0, a company invested in by
Daikin Industries, Ltd. has received a Gold Rank certification from WELL v2 pilot, an office space
evaluation system that aims to establish better living environments. We conduct various verification
experiments in this space in collaboration with companies like Okamura Corporation and Panasonic
Corporation Life Solutions Company in aiming to find an ideal office space by exchanging expertise
in specialized areas of air, space, furniture, and lighting.

In the air and space area, Daikin provides layout to meet the certification criteria for ventilation
volume in each room. We are strengthening the air ventilation system and maintaining a good air
quality by adding high performance air filters.

_"L:'_*.g'ELL

LG F G0
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Daikin and Hitachi Promote Collaboration to Create Next-
Generation Production Model Using loT

Daikin and Hitachi, Ltd. embarked on a collaborative project to create the next-generation production
model using loT to support skills transfer from expert workers as of October 2017.

Combining Daikin's brazing process, which is part of the manufacturing of air conditioners, and Hitachi's
advanced image analysis technology, the solution core of the company's Lumada loT platform, the
demonstration project will digitalize the skills of expert workers and trainees so that these can be
compared and analyzed in verifying a production model system. The aim of this project is to achieve
uniform quality, improve productivity and foster talent at Daikin's production bases inside and outside
of Japan.

In fiscal 2018, a support system for training in brazing techniques was incorporated and began
operation at three bases: the Sakai Plant, Shiga Plant, and Daikin Ales Aoya Global Training Center.
Toward incorporation of this system at all worldwide bases, in addition to using it for actual skills
training, we are improving the system for better ease of use by, for example, standardizing teaching
processes using the system, improving display methods, and making it multi-lingual.

Our new R&D effort utilizing image analysis on technology for automatically measuring actual working
time and work details of production line workers using images taken with cameras installed on the lines
is progressing. At present, we have adopted a time measurement system on all assembly line processes,
and we are conducting verification of this technology on the frontline of our production operations.

a1

Ltd.)
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New Value Creation

START-UP ARISES FROM COLLABORATIVE
INNOVATION

From Collaborative Innovation to Market

The new value that arises from collaborative innovation won't benefit people around the world unless
it comes in the form of an available product.

Products must be made into business models that benefit a company, its customers, and society;
otherwise, it's just an empty proposition.

In the field of energy, in 2017 Daikin established a new company that makes micro-hydroelectric power
generation systems.

This company, DK-Power, Ltd., is the first start-up to come out of the Technology and Innovation Center
(TIC); the first case of an R&D theme at TIC leading all the way to market participation.
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DK-Power, Ltd.

Local production and local consumption of energy: helping solve environmental problems

There has been increasing focus on micro-hydroelectric power, which taps energy from the water flow
of rivers, water supply and sewage systems, and other waterways. Although they provide only a fraction
of the power of conventional large-scale power plants, they can be set up in a large number of locations
where there is a water canal or other flow of water—not just in the mountains but in many other places
close to towns and cities. These "water wheels of the future" can be used almost anywhere. However,
this method of power generation has not spread significantly, due to the high cost per amount of
power generated and the large size of the equipment.

Daikin has utilized its technologies in air conditioning and hydraulic machinery to develop a compact,
low-cost micro-hydroelectric power generation system, equipped with vertical inline pump reverse
turbine, for water channels. Through technology for making electricity from waterflow using the motor
inverter technologies that Daikin has built up, it is now possible to create natural energy instead of
discharging CO, in the power generation process. The "small energy" created by micro-hydroelectric

power generation systems is also green energy.

In 2013, Daikin's micro-hydroelectric power generation system was adopted under the Low Carbon
Technology, Research, Development and Demonstration Program of Japan's Ministry of the Environment
(MOE). It underwent demonstration testing over a three-year period in Nanto City, Toyama Prefecture,
and Soma City, Fukushima Prefecture, which resulted in practical product application.

In June 2017, we established DK-Power, Ltd., a subsidiary whose business is generating power through
micro-hydroelectric power generation systems. The company installs these systems on waterworks
facilities owned by local governments, and manages, operates, and sells the electricity that is generated.
We will collaborate with numerous partners—such as municipal waterworks contractors, regional
construction companies, and energy transmission and distribution contractors—as we pursue the
business of generating and providing renewable energy.

By using micro-hydroelectric power generation systems and the clean energy they provide, cities, towns,
and neighborhoods in Japan and around the world get independently produced and sustainable
electricity and thus contribute to a sustainable society.
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I Business Model Based on Use of DK-Power's Micro-hydroelectric Power Generation Systems
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Worics

Award from the local government

We received an award from the local government for having generated more than 170 MWh of
electricity in one year since the start of power generation, which is equivalent to the electricity
consumption of about 57 households”, in Suita City, Osaka Prefecture,

* Calculated based on the Nuclear Power and Energy Drawing Collection of the Federation of Electric Power
Companies and assuming a monthly electricity consumption of 247.8 kWh for a household.

Related information

> DK-Power, Ltd. (available in Japanese only) &3 (http://www.dk-power.co.jp/)
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CSR for Value Provision

Customer Satisfaction

4

4

Policy

Providing Peace of Mind and Reliability through a Focus on
Customer Orientation, Experience, Performance, and
Advanced Technologies

Targets of CSR Action Plan 2020

Developing business in more than 160 countries throughout the world, Daikin provides
customers with the highest degree of satisfaction by ensuring a high level of quality
through efforts to provide products and services meeting local needs.

We regularly listen to customer feedback from around the world and utilize this feedback
in product development in a continued pursuit of customer satisfaction throughout the
product life cycle.
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Fiscal 2020 Achievements

We measured how much we improved after-sales service customer satisfaction compared

to the base year.

Customer Satisfaction (when base year is 1.00)

Japan (compared to fiscal 2015):

1.14

India (compared to fiscal 2016):

1.15

Singapore (compared to fiscal 2015):

1.07

1.04
1.10
1.1/

Australia (compared to fiscal 2015):

1.00

» Product Quality and Safety

(Page 302)

We believe that it is a
manufacturer's mission to
provide society with safe, high-
quality products and services.

Customer Satisfaction

3 Customer Satisfaction

(Page 325)

We listen to customers' opinions
and requests so that we can
anticipate their needs and bring
them greater satisfaction.

China (compared to fiscal 2018):

Indonesia (compared to fiscal 2017):

Vietnam (compared to fiscal 2015):

Protecting Customer
Information

(Page 311)

We manage and use personal
information about customers in
an appropriate manner.
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Related information

> Key Activities of Fiscal 2020: Customer Satisfaction—Quickly Providing Air Purification Solutions
as a Company that Provides Solutions with Air (Page 600)

» Key Activities of Fiscal 2019: Customer Satisfaction—Developing Fluorochemicals for a Digital

World using Co-Creation with Customers
(https://www.daikin.com/csr/feature2019/03.html)

» Key Activities of Fiscal 2018: Customer Satisfaction—Global Product Development Structure to
Quickly Address Various Regional Needs
(https://www.daikin.com/csr/feature2018/03.html)

» Key Activities of Fiscal 2017: Customer Satisfaction—Create a Mechanism That Brings Peace of
Mind by Promoting Adoption of Low-Environmental- Impact Heat-Pump Heating
(https://www.daikin.com/csr/feature2017/03.html)
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Customer Satisfaction

PRODUCT QUALITY AND SAFETY

Quality Policy

Providing Safe, High-Quality Products and Services

With this in mind, Daikin strives to stay ahead of customer needs by providing high-quality products and
services based on its corporate policies of "Absolute Credibility," "Enterprising Management," and
"Harmonious Personal Relations."

With a quality management system in place, we ensure that our products are of the highest levels of
safety and quality in all processes: from design and manufacture to sales and after-sales service.

I Quality Policy in the Divisions

Air conditioning divisions: "Provide high-quality products through relentless improvement
activities."

Service divisions: "Achieve the highest level of service quality (in speed, accuracy, and politeness)."
Chemicals divisions: "Provide quality that sells and that satisfies customers' demands."
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Product Quality Management Structure

Thorough Management in Development, Procurement, and Production

All major manufacturing bases in Daikin have obtained ISO 9001 certification and have quality
management systems conforming to this international standard. Company divisions maintain high levels
of product quality and ensure proper management of each department, such as development,
procurement, and production. We are also improving quality at our contract manufacturers.

In all aspects of the quality management system, each division continuously carries out internal audits,
assesses the operational system, and carries out the PDCA cycle's do, check, and act steps. Furthermore,
every year each division sets key quality measures and targets based on the Group's new year policy and
then plans and executes a fiscal year plan based on these measures and targets.

With the goal of establishing a Daikin quality that meets customer expectations, the air conditioning
divisions strove to address defects at an early stage through expanding traceability efforts in order to
ensure quality that customers can trust.

Additionally, the divisions worked hard to reach their goals by improving development quality with
enhanced quality assessment process, improving manufacturing quality with elimination of lot defect
due caused by the equipment, and enhancing quality of purchased products through co-creation with
suppliers.

In the chemicals divisions, under the policy of "providing customers with reassurance and value," we
have introduced early detection of abnormality, process inspection, change management, and
equipment design (QFD process®) to eradicate quality defects and respond to chronic quality
irregularities of each product, and made efforts to provide global quality assurance through horizontal
examination of common quality issues across multiple products.

Moreover, we conducted measures with a focus on themes that had large financial implication or impact
on business due to serious defects that occurred in the previous fiscal year with an emphasis on "quality
defects and current tasks," and "enhancing the ability to establish quality," as well as developed the
platform for improving and stabilizing quality through quality assurance (QFD process) from the product
design stage and revising our change management. As a result, we largely reduced the number of
quality-related complaints to 17 cases (45% reduction from previous year) and compensation paid due
to quality irregularities to ¥329 million (47% reduction from previous year). Going forward, we plan to
implement Al and loT based prediction management on the quality management platform built this
fiscal year.

* Acronym for Quality Function Deployment; it is a product development process that analyzes the design quality a
customer desires based on their needs, and applies the design concept to ensure these needs are reflected in each
process of development and manufacturing. This process enables reliable quality assurance from the product
development stage.
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Improving Quality

Only Those Products That Pass Our Strict Design Review for Product Safety Are Manufactured

The air conditioning divisions have reformed their development process with a stricter, more segmented
design review” under which the personnel in charge of the development divisions inspect the proposed
products for conformity to Daikin standards using the five criteria of an individual design review (DR):
product quality, monotsukuri (the art of manufacturing), cost-effectiveness, compliance, and security.
The item of security was newly added in fiscal 2020 in response to the heightened information security
risks for our company's products. The same design review is conducted at Daikin's overseas bases.

In the chemicals divisions, we have been conducting reviews based on a four-level management system
consisting of development theme verification, technology establishment, business-viability
establishment, and mass-productivity. As key review standards, in addition to the four criteria of product
quality, monotsukuri (the art of manufacturing), cost-effectiveness, and compliance, we focus on safety
and environmental consciousness. Because we were not able to get evaluations from customers and the
industry with regards to criteria in the stage of business-viability establishment, since fiscal 2015 we
have increased the number of inspections we do to strengthen design review functionality.

* Design review: A system of coordinated activities covering design quality of products under development and the
various processes involved in bringing these products to fruition. The products in question are objectively assessed and
improvement suggestions are made, and only those products that pass each stage can move onto the next.

| Development Process Raises Quality (Air Conditioning Divisions)

Specifi- To-market
cations final
examination axamination

Product Technical
planning

To-market
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Control DR DR
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Example of Quality Improvement in Development: Forced Fire Test Conducted in Combustion Test
Room

During the development stage, we perform forced ignition tests on actual products to ensure that even
if an accident occurs due to a faulty product the problem does not spread beyond the product itself.

I Forced fire test conducted in a combustion test room

Solid fuel

A fire is set on purpose by igniting a point. such as solid fuel or nichrome wire,
in a part where risk of fire exists (such as inside the product casing).
This is to ensure fire does not spread beyond the product.

Example of Quality Improvement in Development: Global Product Structural Audit

Every two years, Daikin holds a meeting of the Global Product Structural Audit. With participation by
quality control managers from production bases, the goal of this meeting is to share know-how and
bring together those working on the front lines of quality so as to ensure that Daikin's product
structural auditing is conducted at the highest possible level worldwide.

At a Global Product Structural Audit activity

Tracking Customer Information and Product Information

We have two global systems for gathering information—on customers and products—from markets
around the world. The information is used to solve problems at each base and thus create better
products.
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Establishing Protocol for Promptly Handling Product Accidents

Daikin products are designed based on quality standards and design standards that ensure that, even if
users misuse machinery or use it beyond recommended limits, there is no danger for the users; and even
if there is a product accident, the danger to the user is minimized.

In case of a product accident, we have systems in place that allow us to quickly relay the necessary
information and handle the problem, and minimize the impact on the product users and the general
public.

In fiscal 2018, we systematized the provision and management of product accident information in order
to accelerate information provision and strengthen the follow-up system given the increasing speed at
which information proliferates on the Internet and our belief that we must respond ever more quickly
to product accidents to minimize any negative effects these may have on our customers and society as a
whole.

We strive to prevent major product accidents from occurring. When the cause of a minor product
accident is discovered, we examine it to determine whether this could also lead to a major accident. The
information we gather is reflected into the development of future products.

In fiscal 2020, there were no cases of product recall.

Related information

» Important Announcements (available in Japanese only) & (http://www.daikin.co.jp/taisetsu/)

Working Closely with Suppliers

» Refer to "Raising Product Quality and Ensuring Safety Together with Suppliers" (Working Closely with
Suppliers)
(Page 467)
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Policy on Product Safety

I Product Safety Voluntary Action Guidelines

The Daikin Group (hereinafter, "the Group") believes that its most important management task is to
provide products that satisfy customers from the standpoint of our customer when designing and
making products that have a high level of safety and quality. To this end, we have formulated the
following basic policies on product safety in efforts to provide ever-greater levels of safety and
quality in products.

1. Legal Compliance
The Group shall observe the Consumer Product Safety Act and other product-related laws and
safety standards.

2. Ensuring Product Safety
The Group shall establish a quality management system and execute measures to maintain
product safety in all processes extending from product design to production, sales, and after
sales service. And the Group shall display appropriate, easy-to-understand instructions and
warnings on products and in instruction manuals to ensure the safe use of our products by our
customers.

3. Collecting and Providing Product Accident Information
The Group shall actively collect information from our customers concerning accidents involving
Daikin products and quickly report this information to our executive management while
providing customers with suitable information.

4. Immediate and Appropriate Response to Product Accidents
In the unlikely event of a safety problem occurring in the use our product, our first and primary
concern shall be for the safety of our customers, and we shall take immediate actions to
minimize and prevent the occurrence of a serious accident. Actions to be taken immediately
shall include repairing or replacing the product in question, publicizing the problem through the
appropriate media, and submitting a statutory report on the problem to the relevant
authorities. All relevant people outside the company, including sales company personnel, will be
informed of the situation.

5. Product Safety Promotion
The Group shall establish a quality assurance system that it uses to ensure product safety and
quality. We shall ascertain information related to the safety and quality in the marketplace and
provide accurate feedback to personnel within our company in order to reflect it into future
product design and manufacture.

6. Education, Training, and Monitoring
The Group shall constantly make every effort to promote the safety and quality of our product
through widespread education and training within the company in laws and regulations on
product safety. We also shall regularly monitor work to ensure product safety is being achieved.

(Formulated in June 2007)
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Global Product Safety Standards

We have formulated our Global Product Safety Standards to ensure products are designed for the
utmost safety by having standards common to all Daikin worldwide bases. The goal is to make sure that
products can be operated safely and that damage is limited to the absolute minimum in case of a
product accident—whether the customer is using the product correctly or incorrectly, and whether the
customer can operate the product safety during an atypical usage situation.

These safety standards set common rules for the global Daikin Group regarding things like fire,
electrical shock, and explosion, and stipulate two layers of safety in the design: design that will prevent
accidents from occurring, and design that will minimize damage should an accident occur.
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Efforts to Ensure Safety

Clear and Concise Product Use Instructions

The Consumer Product Safety Act obligates companies to design products for safety and provide
consumers with information and warnings so that household product accidents can be avoided.

Based on the failsafe™ philosophy, Daikin's system of checks ensures that customer safety is the top
priority in design and that design review (DR) leads to safe products.

Our website also provides consumers with information including the model number and production
year of products already on the market. In April 2009, the Ministerial Ordinance of technical standards
for the Electrical Appliance and Material Safety Law went into effect. We abide by this ordinance by
placing labels on our residential air conditioners and ventilation fans (which are covered by this law)
that state the duration of product use.

* Failsafe: Design methodology and mechanisms for control that ensure safety in case of failure in equipment,
mechanisms or systems.

User Manuals Available Online

In Japan, about one-third of the product accidents are the result of improper product operation. We
therefore strive to provide customers with accurate, easy-to-understand operating instructions so that
they can use our products safely.

The air conditioning divisions conduct product labeling in compliance with industry guidelines, such as
the Guidelines for Labeling Household Products for Safe Use (5th edition, revised October 2015),
published by the Association for Electric Home Appliances, and the Revisions Labeling Procedures
(March 2010), published by the Japan Refrigeration and Air Conditioning Industry Association.

When we make product user manuals, we make sure they are readable, easy to understand, and easily
searchable. This ensures that customers can use products with peace of mind. We work with our design,
quality control, service, and sales departments to improve areas of customer confusion in order to make
manuals with which customers can get the answers they need quickly.

For the installation product user manual of commercial air conditioners developed in fiscal 2014, we
changed the page size from A1 to A4 to make the text easier to read. For wired remote controllers
launched in April 2017, users can easily download the manual from our website by smartphone or
computer.

In addition, in fiscal 2019, we launched a new video support page on our support website, which
contains a video manual prepared in cooperation with sales and service departments as a method for
fixing operating status which customers have had trouble self-diagnosing whether a product was
operating normally or abnormally using the manual alone. Other initiatives include adding an FAQ and
Al breakdown diagnosis as well as displaying current operating status in an easier to understand
manner by improving the information presented on the remote control of X-type residential air
conditioners.
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Customer Satisfaction

CUSTOMER SATISFACTION

Basic Policy

Daikin measures the degree to which customers are satisfied with after-sales services and utilizes this
information to improve customer satisfaction. We are engaged in enhancing service engineer technical
capabilities and improving the level of support for customers under a basic policy aimed at "the
ultimate in quality service through speed, accuracy, and good manners" in the service divisions
responsible for maintenance and other services.

The Daikin group philosophy states that our mission is to identify and realize our customers' future
needs and dreams, even those that they themselves may not yet be aware of. By providing high quality
products, materials, and service, as well as proactively proposing new products, we want to not only
improve convenience and comfort for customers, but also increase the level of customer satisfaction.
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Increasing Satisfaction with Services

Building a Worldwide Customer Service System

At Daikin, we aim to enhance the comfort and convenience of customers; thereby increasing their
satisfaction by taking the initiative to make proposals and follow up in addition to continually
enhancing the skills of our engineers and level of dedication to provide high quality products and
services.

For customers in Japan, the Daikin Contact Center is open 24 hours a day, every day of the year for
general inquiries from addressing repair requests to providing information and advice on our products
from purchasing to technical consultations.

Having established Contact Centers overseas, we are building up our after-sales service system so that
customers can get the service they need according to the situation in their particular country or region
based on Daikin's slogan of "speed, accuracy, and good manners." Through the establishment of
Contact Centers and provision of technical information online, we are striving to increase customer

satisfaction.

Contact Center (UK) Customer Service Center (China)

Understanding Service Satisfaction

At Daikin, we attempt to understand the degree of service satisfaction using the degree to which
customer satisfaction with after-sales service has improved compared to the base year.
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I Customer Satisfaction”

(Base year)

Japan
Spain
China
India
Indonesia
Singapore
Vietnam

Australia

* Satisfaction of after-sales services, regarding the base year as 1.00.

(FY2015)
(FY2016)
(FY2018)
(FY2016)
(FY2017)
(FY2015)
(FY2015)

(FY2015)

2016

1.07

1.00

1.00

1.01

1.02

1.00

2017

1.06

1.00

1.00

1.04

1.00

2018

1.13

1.15

1.00

1.09

1.03

1.00

1.09

1.00

2019

In Japan, we conduct fureai surveys to assess customer support within after-sales services. In fiscal 2020,
services received an overall high customer satisfaction score of 4.60 out of a total 5.0 points. We believe
this result reflects our education and training in such areas as "enhancing technical capabilities" and

"improving our response to customers" as well as priority measures including "speed from reception to
completion" and "repairs completed in one visit."
We believe the main reason for the 0.03 points decrease from the previous year was the declined rate of
response to and the scoring of commercial products.

| Overall Satisfaction

{Customer satisfaction: Weighted average of b-stage assessment)
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Note: Results of responses online as well as on postcard-sized surveys that are sent to a random sampling of customers
one or two weeks after they receive servicing. Weighted average on a scale of 5.
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Establishing Systematic Knowledge and Skills Education Necessary for Improving Service Quality

Service engineers' individual technical expertise is crucial to providing quality service. In addition to
basic training on air conditioning service quality for service engineers, we conduct a variety of training
for each management level and job description and provide education necessary for acquiring
certification.

In Japan, we hold workshops and giving technical assessment tests to all service engineers. Our rule is
that service engineers must be certified with a minimum level of skill before they can do repair work
alone.

To further improve their abilities, we hold high-level training for chief engineers. So far, a cumulative
total of 2,000 people have passed the certification test for chief engineers. We are currently revising our
certification examination system, with a plan to include quantitative evaluation of "speed, accuracy, and
good manners" for service quality performance in the certification standard for fiscal 2021. In fiscal
2020, we did not implement the certification examination due to the transition stage of the new system.

We are striving to provide training and education that raises skill levels and produces service engineers
who can carry out precise, appropriate work while ensuring their safety on the job, thus meeting
customer demands in terms of technologies and skills.

Overseas, we also introduced service engineer certification systems and educational programs among
other efforts to promote systematic regional unification, launching programs in China in 2016 and in
the ASEAN/ Oceania region in 2017. Further, we have also introduced these programs in Europe.

We dispatch service experts from Japan to each country to conduct instructions on brazing, diagnose
failures and provide technical guidance on repairs for key personnel to improve service quality. We
provide a foundation and support enabling key personnel to continue developing these efforts in their
own country. We did not dispatch service experts in fiscal 2020 due to the COVID-19 pandemic.

I Case Study: Service Olympics

After holding the first Service Olympics in 2016 at which 28 service engineers from overseas companies
in 20 countries were selected to compete, the skills contests where participants competed on repair
technology and customer support service quality were held in China, Asian countries and European
countries. This provides an environment for employees to work together in friendly rivalry.

In fiscal 2019, competitions were held individually in Central Europe, the U.K., and Thailand, and
following the ASEAN/Oceania region, the first regional tournament was held in Europe.

Furthermore, in fiscal 2020, we planned to invite 40 engineers who won each regional qualifying round
to compete in the second Service Olympics and display the results of their daily work, but this event was
postponed to sometime around October 2021 due to the impacts of the COVID-19 pandemic. We are
considering conducting the event remotely in case hosting the event in-person is difficult.

Going forward, we will provide an environment in which employees and engineers in each country and
region are able to improve through competition.
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I Case Study: Service University and Service Awards

In the four-year-long "Service University" training program for service engineers in Japan, just like in
university, participants can choose the courses right for their job. They also have regular tests to ensure
they are retaining what they have learned. In fiscal 2020, there were 52 participants in their first year, 38
in their second year, 29 in their third year, and 30 in their fourth year. The training program is conducted
via existing videoconference system even during the COVID-19 pandemic.

Also, at service bases across Japan, teams are created that compete against each other in the annual
Service Awards tournament. There, teams are quantitatively judged and awarded for their level of
service in areas such as speed, accuracy, and good manners. This makes for a fun and rewarding way for
service bases to raise our ability to offer customer satisfaction.

Developing Educational Programs to Improve Installation Quality

Quality of installation work is also an important aspect of customer satisfaction when using air
conditioning. Daikin Industries, Ltd. has six training centers around Japan where we hold a variety of
courses so that distributors can learn design, installation, and service techniques. We develop training
programs to improve the installation and service skills of Daikin engineers as well as dealers.

With the goal of offering customers service that is practical and easy to understand, and offering this
service in a pleasant manner, the centers use the latest products, videos, and other instructional tools to
provide training that simulates actual working conditions and situations. To foster technicians at dealers
in extremely cold climate regions, where demand is growing rapidly, we opened up Daikin Training
Center Tohoku and Daikin Training Center Sapporo, where we hold hands-on training in areas such as
air conditioner installation and servicing.

The training includes specialized courses geared to the particular desires of participants from the dealers
and repair outlets. There is systematic step-up training to improve trainees' levels, solution training that
helps dealers meet their diversifying needs, solution seminars aimed at improving customer satisfaction,
and certification/preparatory classes. There is a total of 57 courses. As a COVID-19 preventive measure,
we have switched the delivery of courses from in-person sessions to LIVE streamed sessions.

In fiscal 2020, we added two new courses: special training on the safe use of full harness to prevent falls
when working in high places, and Daikin Online Training (DOT) Air Conditioning Basics. Approximately
1,600 people from both in and outside of the company participated in DOT Air Conditioning Basics.

Our environment-related solution training that deepens participants' understanding of the importance
of environmental protection has been expanded to include all courses (except qualification acquisition
and preparation courses) from the five conventional courses. The change is made since it is recognized
as a training for "environmental pioneers," due to the nature of the training content that includes
general knowledge of global warming and ozone depletion issues, cautions regarding the handling of
fluorocarbons, and social demand for efforts to prevent global warming, which has attracted many
participants.

In addition, the booklets distributed with the training have been replaced by online text since fiscal
2020, which resulted in reduction of paper consumption equivalent to 9,000 printed copies of the
booklet.
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Another way in which we strive to raise customer satisfaction and ensure safety among Daikin workers
is to continue to offer more and improved training; for example, seminars for new employees at group
companies in Japan and skills training for dealers of overseas group companies. In fiscal 2020, we
collaborated with the Air Conditioning Sales Division in hosting the "Daikin's Updated Lecture on
Fluorocarbon Handling" targeting dealers with certification for refrigerant destruction. We have
enhanced our PR activities aimed at raising environmental awareness.
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Skills training for distributors eco-booklet
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Understanding and Reflecting Customer Needs

Stepping Up Worldwide Marketing Research

With Daikin rapidly accelerating business expansion around the world, it is important that we raise
customer satisfaction by accurately and promptly grasping customer needs in each world region and
reflecting these in our products. To this end, we are switching from an air conditioner development
system centered in Japan to a decentralized one in which regional bases conduct product development
and research, and we are stepping up our worldwide market research. Since opening R&D centers in
China and Europe, we have been gradually stepping up development functions at bases in Asia,
Oceania, and North America.

For R&D in China, which is a primary base for IAQ products, we have been developing products to meet
customer needs and lifestyles; for example, air conditioners that filter PM2.5, a major social problem in
China, indoor units especially for kitchens that filter strong oily smoke, and indoor units for bathrooms
with improved dehumidifying and drying functions. In fiscal 2020, we promoted product development
in collaboration with TIC, as well as established services utilizing data acquired with air quality and bio
sensors and development of air quality improvement technology through external collaborative
creation with DOSZ and Tsinghua University. We plan to launch trials for these technologies and services
from within China in the future.

For R&D in Europe, as the primary base for space and water heating products, we developed distinctive
products in fiscal 2020, such as air conditioner with expanded operating range in cold areas and heat-
pump heating top grade with increased hot water temperature. Going forward, we will enhance
collaboration with TIC such as through joint development on a reciprocal basis with an emphasis on
"switching from combustion heating to heat-pump heating" as a priority theme in the Fusion 25 space
and water heating strategy.

In North America, we established an R&D Center and in fiscal 2017, we opened the Daikin Open
Innovation Lab Silicon Valley. In addition to creating product differentiation combining the technologies
(inverters, multi-units, refrigerants, etc.) comprising Daikin's strengths to air conditioning products
unique to North America, we are planning to promote new value utilizing advanced Al and loT
technologies in North America.

In addition, in Silicon Valley and Shenzhen, we utilized open innovation labs to collaborate with local
venture firms and start-ups and pursued industrial-academia collaboration with universities in Japan,
such as the University of Tokyo and Osaka University, in an effort to development new business and
explore new technologies.

Furthermore, with the establishment of the Technology and Innovation Center CVC Office, we are now
able to cooperate with start-ups around the world with speedier decision-making processes. By quickly
examining novel thinking, we will aim to swiftly create new products, services and business models.
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Related information

» Key Activities of Fiscal 2018: Customer Satisfaction—Global Product Development Structure to
Quickly Address Various Regional Needs

(https://www.daikin.com/csr/feature2018/03.html)

Utilization of Daikin Solutions Plaza

Daikin aims to propose optimal solutions that make customer lifestyles more comfortable.

To anticipate future customer desires amid increasingly diverse lifestyles, we believe it is essential that
products designers and engineers deepen communications with customers to get a direct sense of their
needs. At our Solutions Plaza facilities located in Tokyo, Osaka, Shanghai, New York, Istanbul in Turkey,
and throughout the world, we consult with customers while they are browsing actual products and
energy management systems.

In fiscal 2020, we launched a virtual showroom fuha on our website for customers to experience the
showroom and seek consultation even if they may not visit our showroom in person due to the COVID-
19 pandemic. The virtual showroom offers informative videos on the concerns customers may have or
products of interest, as well as direct chat with dedicated staff through Online AC Consultation.

In addition, we also launched other initiatives for customers who are physically far away to experience
fuha up-close through Online LIVE Tour that allows customers to see products online.

Daikin Solutions Plaza Fuha Osaka

Customer Inquiries Used in Improving Products and Developing New Ones

Requests, complaints, and other information obtained by the Contact Centers is recorded in a database.
Information regarding the opinions and requests that sales representatives obtain from customers is
shared among the Quality Division and relevant departments, who investigate causes and establish
countermeasures to improve products and after-sales services.
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Survey Results Go toward Improving Products and Services

Each division conducts customer surveys to enhance customer satisfaction.

In order to determine customer needs and levels of satisfaction, we gather opinions on products on the

Daikin website. We also gather information by questioning customers visiting volume retail outlets, and
we encourage customers who purchased products to join the Daikin membership site Club Daikin, which
has around 300,000 members, through which we conduct questionnaires.

We utilize customer opinions in the development of new products.
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Gathering Customer Feedback for Use in Products Development

I Products Reflecting Customer Feedback: risora

In fiscal 2017, in response to requests for stylish air conditioners from customers who "want to remodel
their home to become more fashionable but don't know what to about the air conditioner," we
developed risora residential air conditioner offering designs that pursue harmony with interior design
and offer the latest features.

With a body only 185mm thick, this model pursues comfort of space and is equipped with the latest
features, including vertical airflow, ceiling airflow and premium dehumidification, features culminated
in the Urusara 7 energy-efficient air conditioner.

In fiscal 2018, we added the option of customizable coatings of the front panel with a selection of 600
colors available in order to coordinate with the diversified interior designs.

The risora residential air conditioner design and functionality have gained a strong reputation in Japan
and overseas, winning the fiscal 2017 Good Design Award and the international design award iF Design
Award 2018.

risora, which balances design and functionality

I Products Reflecting Customer Feedback: cocotas

The cocotas multi-cassette-type air conditioner for small spaces that went on sale in fiscal 2017 is for
small spaces such as washrooms, kitchens and study rooms that have no air conditioning, a product born
from customer comments (dissatisfaction) about having to put up with heat or cold in the past.

This is an air conditioner for small spaces in response to customer feedback including "I lose my appetite
when frying food in the hot kitchen" and "I get sweaty when using the hair dryer in the bathroom after
getting out of a hot bath."

The cocotas was selected for the Good Design Best 100 in the Good Design Awards.

Even after sales, we enhance after-marketing with feedback from dealers and contractors on product
usage and are anticipating future needs by looking at recent housing information.
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I Products Reflecting Customer Feedback: Karaie

In fiscal 2018, we launched Karaie, which dehumidifies homes without manual draining, in response to
customers who worry about the interior humidity while they are away from home for an extended time
for the Japanese market.

i

O

Karaie which addresses dehumidification needs at home

Products Reflecting Customer Feedback: Intuitive Remote Control Units That Are Easy for Seniors and
Foreign Visitors in Japan to Operate

Commercial air conditioners used in offices, shops and hotels are advancing with a variety of features
that consider comfort, energy-saving and convenience.

At the same time, remote controls are becoming more complicated, making them difficult to
understand by seniors and foreign visitors to Japan, two groups that have been on the rise in recent
years, resulting in an inability to use the air conditioner in the way they expect.

The intuitive remote control used for the FIVE STAR ZEAS series of air conditioners for stores and offices
released in April 2017 have a limited number of buttons and the LCD display can be changed to make
operation easier for the user.

In addition, the display languages include Japanese, English, and for the first time, Chinese, as well as
pictograms for those who speak other languages. In addition to the FIVE STAR ZEAS series, the remote
controls can be used with multi-split type air conditioners for business use, realizing intuitive remote
control operation easy for anyone to understand in a wider range of settings.
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Universal Design in Product Development

Developing Products That Anyone Can Use Easily

The Daikin Group incorporates universal design (UD) into product development to enable even the
elderly and physically disabled to operate products with ease.

Daikin Industries, Ltd. constantly strives to ensure that UD takes into account the needs of users by
developing products with the realization that UD and monotsukuri are one and the same.

I Example of Universal Design
Guidelines for Universal Design of Smartphone Software

In December 2012, Daikin Industries, Ltd. began providing an application, Daikin Smart APP, that allows
users to control air conditioning using a smartphone. The application allows control not just from within
the room; users can also easily check air conditioner operation, turn it on or off, and switch modes from
an outside location.

We also created universal design guidelines to ensure applications were easy and stress-free for anyone
to use. Through a usability test, we sought the optimal button size and layout for preventing operation
errors.

In April 2014, we made available for download the Daikin Home Controller APP, which allows control of
air conditioners, the Eco-Cute (a gas water heater), floor heating, and other home appliances from a
smartphone or mobile information terminal.
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Applications allow operation of multiple products from a smartphone

Related information

» Daikin Smart APP, Daikin Home Controller APP (available in Japanese only) =

(http://www.daikinaircon.com/app/)
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Chemicals Divisions Initiatives

The chemicals divisions have identified "improvement of quality," "stable supply," "communication,"

"response to needs (development of new products)," and "environmental consciousness" as the main
points to increase customer satisfaction, and aim to gain greater trust and satisfaction from customers
by continually assessing information regarding the level of customer satisfaction and making

improvements accordingly.

Product Study Sessions and Various Exchange Gatherings

While the fluorochemical products produced by the chemicals divisions are highly advanced and highly
functional materials, molding/processing them can sometimes require specialized methods. Not only do
representatives of the Technical Service Department visit our customers to explain about our products,
but we also conduct customer-oriented training seminars, titled "the Fluorine Classroom," to explain
about the special properties of fluorine materials, and we hold product study sessions to guide them on
the molding/processing methods using the facilities and equipment available to the company.

In fiscal 2020, we held eight online sessions of Fluorine Classroom for customers who have expressed
interest.

In addition, our annual networking sessions of "Chemicals Customer Appreciation Meeting" and "Dai
Fluorine Gas Meeting," which are normally held between top management where participants deepen
interactions through the introduction of efforts for application development and functions of fluorine
that lead to new application development, have been postponed in fiscal 2020 due to the impact of the
COVID-19 pandemic.

In addition, we have vastly increased the amount of product information on our website in efforts to
share more about the features and safety of our products. Inquiries from customers via our website are
handled by sales representatives, who share the details of these inquiries with Daikin divisions related to
technical service, research and development, quality assurance, and environment and safety.
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Sharing Broad Knowledge about Product Features and Their Target Fields, Etc.

The sales representatives of the chemicals divisions need to listen to researchers and product developers,
who are Daikin customers, about the product functions they seek and offer them the ideal products for
their needs. In order to optimize product functions in accordance with the circumstances of these
customers, it is essential to have diverse knowledge of such things as processing methods, amount of
additives, and temperatures.

For this purpose, once a month the chemicals divisions hold meetings that integrate business, research,
and manufacturing, and training sessions. The goal is to share not only business information, but also
knowledge regarding products, related laws and patent information. By giving concrete examples of
product applications and use, as well as relaying customer needs, these meetings aid in the
development of new products and applications. They also give sales staff a deeper understanding of
product features so that they can provide customers with new solutions.

In fiscal 2020, sales departments also held training and educational sessions on such topics as the
environment (SDGs and PFAS), Al & loT, and compliance.

The chemicals divisions will continue to train personnel so that they acquire a deep knowledge on the
use of fluorine in various business situations.

Related information

> Fluorochemicals website (available in Japanese only) 3 (http://www.daikin.co.jp/chm/)
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Customer Satisfaction

PROTECTING CUSTOMER INFORMATION

Protecting Customer Information

Personal Information Managers and Thorough Employee Education

To properly protect the range of customer information entrusted to us, Daikin has a Personal
Information Protection Policy, as well as various in-house rules for information protection. For example,
in the Daikin Group in Japan, personal information managers and others in each division follow these
in-house rules in leading employees in the strict protection of personal information. Since 2005, we have
striven to strengthen information management through annual conferences of personal information
managers, who make every effort to reduce risk related to confidential information and personal
information.

Particularly in divisions that handle repair information data on customers on a daily basis, we do
everything possible to keep this information secure. To continually monitor and improve on our
information security system, employees conduct their own self assessments, the legal department
conducts legal audits, and the Internal Auditing Department conducts audits.

Related information

» Information Security (Page 406)
3 PRIVACY POLICY OO (https://www.daikin.com/privacy/)

> Response to Personal Data Regulations for EU Citizens (Page 429)
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CSR for Value Provision

Human Resources

4

4

Policy

Respecting Individual Personalities and Values, and
Maximizing the Potential of Each Employee

Targets of CSR Action Plan 2020

For Daikin to realize sustainable growth, human resources are the most critical component
of these endeavors.

Through initiatives focused on human resource development, ensuring diversity and
occupational safety and health, we aim to create an organization able to grow alongside
society that enables all employees to work actively with purpose and maximize their skills.

Fiscal 2020 Achievements

In terms of human resource development, we measure the degree to which employees
have grown in terms of manufacturing leadership abilities. In terms of diversity, we track
the appointment of local nationals as presidents at overseas bases. In terms of
occupational safety and health, we analyze the safety of operations at manufacturing
bases.

Ratio of excellent or advanced skilled engineers in manufacturing

1in 3.3 employees (Daikin Industries, Ltd. Only)

Percentage of overseas bases where local nationals are presidents

; 3% (Overseas bases)

Frequency rate (shows frequency of occurrence of labor accidents)

1.07
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» Fostering Human Resources

(Page 329)

Based on the belief that people
grow through work experience,
the Daikin Group develops
employee capabilities through
on-the-job training (OJT) and
other efforts.

» Work-Life Balance

(Page 366)

We have a range of work systems

that allow employees to work
flexibly and have flexible
schedules.

Related information

» Workplace Diversity

(Page 340)

We strive for greater
organizational strength by
having a diverse range of
employees—all genders, ages,
nationalities, races, and levels of
occupational experience—
working to mutually understand
one another's distinct values.

Employee Evaluation and
Treatment

(Page 371)

The Daikin Group offers "fairness

of opportunity and reward": a
workplace where employees are
rewarded for putting their
motivation to work and taking
every opportunity for success.

Occupational Safety and
Health

(Page 352)

With the goal of achieving a
"zero accident" workplace, we
place top priority on ensuring a
safe, healthy working
environment where employees
can work in peace of mind.

Labor Management
Relations

(Page 373)

Because we believe that
cooperative labor management
relations are the foundation of
company management, we place
the utmost emphasis on equality
of labor and management as
well as mutual trust between
both sides.

> Key Activities of Fiscal 2020: Human Resources—Enhancing Manufacturing Around the World by
Training the Next Generation of Plant Operators (Page 604)

> Key Activities of Fiscal 2019: Human Resources—Daikin's Unique Approach to Developing Al and
loT Human Resources for Driving Innovation
(https://www.daikin.com/csr/feature2019/04.html)

» Key Activities of Fiscal 2018: Human Resources—Developing Human Resources to Promote the
Spread of Air Conditioners in the Rapidly Growing Market of Vietnam
(https://www.daikin.com/csr/feature2018/04.html)

» Key Activities of Fiscal 2017: Human Resources—Human Resource Development in the U.S.—

Gro