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International Frameworks for Taking on Society's Challenges on a Global Scale
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Response to Global Frameworks for Resolving Social Issues

Open Innovation
loT and Al

Formulization of
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Long-term
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Announcement of Endorsement of the

TCFD Recommendations

Analyze risks and opportunities that climate change poses to
our businesses with the aim of reflecting them in management
strategies and further enhancement of information disclosure

w Global Compact

2050

TASK FORCE on
Tcm FINANCIALTEP Contribution to the UN Sustainable
DIBCLOSURES Development Goals (SDGs)
¥ See page 15 of the Sustainability Report 2020 for information 4

disclosure based on the TCFD framework.



Process of Daikin Value Creation

Through efforts to find solutions to social problems
through our business, Daikin provides new value,
and aims for sustainable growth.

Social problems

Value creation provided
we can help solve

to society

Air Conditioning

After-sales

Service Three Areas of
! Procurement .
Recycling Value Creation
Intensification of _
climate change / | N \ Value Creation for
Chemicals the Earth
Strategy Research & Value Creation for
Usage | Eusion 20 Development Cities
. N y Value Creation for
Expansionand RIS . People
concentration of
energy and
SR o Manufacturing HR
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Daikin Aims for Value Creation

Provide new value that makes people and space
healthier and more comfortable while at the same
time reducing environmental impact.

Value Creation

for the Earth

Reduce environmental impact

through all business activities
and contribute to alleviating

climate change

Sustainable Development Goals

(SDGs) targets

TS

Value Creation

for Cities

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

the creation of sustainable cities

| mm

L :

Sustainable Development Goals
(SDGs) targets

S o

Value Creation
for People

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

} v £
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Sustainable Development Goals

(SDGs) targets



R&D Supporting Resolution of Social Issues and Business Growth

Create environmentally conscious and differentiated products
while laying the foundation for next-generation technologies

Refrigerant
Heat Inverter ( Control |
Pump Technology

Three Core Technologies

Research and
Development

Environmentally Differentiated
Conscious Products Products

+ High energy saving « Comfort - Ventilation function
+ Low GWP refrigerant + Design -« Air purification

Next-generation
Technologies




1. Basic approach to R&D

(1) R&D system
(2) Technology development policy at TIC
(3) Examples of external collaborative innovation initiatives



(1) R&D System -pPositioning of development bases

The Technology and Innovation Center (TIC) was established as a research institute and core
facility for technology development integrating functions for advance development

o —

Cooperation between TIC and product development bases contributes to
sustainable growth and development through the creation of new value.

North
America

4 N
TIC <Japan (Settsu City)> Product Development Bases <5 global regions>
TIC executes open innovation through external A development base has been established in each global
collaboration for technology development that region to quickly execute product development
contributes to regional businesses. corresponding to its region.
+ Plans technology strategy from a medium- to long- - Identifies needs and executes activities ranging from
term perspective and develops differentiation marketing to product development.
technology. - Develops products from a short-term perspective to
+ Quickly provides differentiated technology support businesses in each region.
corresponding to the needs of each development
base by increasing technology stock.
\ J




(1) R&D System -Global expansion of development bases

N ;es' 2 AC bases
1 Chemicals base
1 Filter base
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(1) R&D System -Roles of global product development bases (AC)

In addition to the product development base in Japan (global mother function),
each regional product development base (secondary mother function) mutually
supplies products to speedily enhance the global product lineup overall.

China

Hot water heaters and |
heating systems

North America

e 3

Applied Systems

IAQ (Indoor air }
» equipment

quality) products

gJGIobaI mother aﬁ'ﬁm .
function {Ft;.-ri; |
Base model | i

development

High outdoor
o temperature

Cooling-only
inverter type AC
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(2) Technology Development Policy at TIC

To accelerate “differentiated technology development” that contributes to business,
“advanced technological research” that supports it, and “early social implementation” to
create new customer value, we implement three structures of collaborative innovation.

Accelerate
commercialization by
sharing and acquiring
differentiated
technology and know-

Provide products and
services that meet
needs by listening to
the genuine opinions of

the customers Collaborative Implementation Collaborative MOV
Innovation Innovation
- with with External
ustomers TIC Bodies
Mission

Differentiatec
Technology
Development

Technological
Research

Collaborative Further enhance comprehensive
Innovation Group strengths through horizontal
within the collaboration across organizations

Grou from the perspective of overall
P optimization

12



(2) Technology Development Policy at TIC -Major collaborative innovation initiatives

m Industry-Industry February 2018 November 2019
+ Short-term acquisition of advanced CRESNECT Opening of CVC Office
technology . Opening of a collaborative platform to Promotion of collaboration with
* Market confirmation of value by create new value and services related to startup companies
early social implementation air and space
« Opening of point O - WASSHA
marunouchi. which uses Subscription of air conditioners in immature
CRESNECT ACmarket
A demonstration is performed for - Fairy Devices
creation of healthy and comfortable offices Service business for connected workers
(July 2019) ‘
v L

2018 Opening of Open Innovation Lab (Silicon Valley)
2019 Opening on Open Innovation Lab (Shenzhen)
Collaborative innovation with local startup companies is accelerated

2015 [ ——) 0 2] f —

November 2015
Opening of TIC

m Industry-Government / 2017 2020
Industry-Academia Comprehensive Collaboration with Comprehensive Collaboration
- Medium- to long-term technology Osaka University with Doshisha University
development * Opening of Daikin Information and
» Ensuring of personnel exchanges Communications Technology College
- Venue for technical verification Fostering HR with Al skills
+ Lobbying activities

2015 2016 _ 2018

c hensi Comprehensive Comprehensive Collaboration

omprenhensive Collaboration with with The University of Tokyo

Collaboration with AIST  Tsinghua University 13



(3) Examples of External Collaborative Innovation Initiatives -Fairy Devices*

*a venture company with links to The University of Tokyo

Innovation in field work with connected workers

Background

<Social background>

+ To ensure the performance and quality of air conditioning, which has become an important part
of infrastructure supporting society, it is necessary to not only ensure equipment performance,
but it is also necessary to ensure the quality of service operations, such as maintenance and
repairs.

<Daikin’s issue>

+ With the expansion of the air conditioning market, there is a shortage of service engineers
involved in field work.

- The company aims for realization of rapid development of service engineers around the
world in order to improve the work quality of global after sales service.

hank Il show | don't Fwant | ‘
| need
h goodness you how \'fv”%"t" D to ask. help to/))

R ﬁ

S )
Collaboration details
+ An initiative to improve work efficiency and work quality in our service operations is
underway that combines the linking of digital technologies such as voice recognition, Edge Al,
and data analysis that Fairy Devices possesses with the frontline knowledge that Daikin has
been cultivating on a global scale.
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(3) Examples of External Collaborative Innovation Initiatives -Fairy Devices

<|nitiative>

© The collaboration utilizes the wearable smart device THINKLET ™ developed by Fairy Devices.
© The goal for Fairy Devices is to develop a remote work support solution in which workers
In remote locations can be assisted and trained by a skilled service engineer.

<Future development>
Starting with Japan, we will steadily expand globally to address the service engineer shortage.

f( \\ * Alocal service engineer become connected, and 1 experienced service can remotely support a maximum of 5 people.

& = * Remote support information is stored and analyzed in the cloud, and an optimal solution is recommended.
THINKLET

Image of local site Experienced engineer uses
knowledge and experience to give

( ’ Oral question multiple sites support
3 / | I
. D

L)

|| o

\* Local service engineer q

A
W

A Workload is reduced for
W, service engineers

Al
i

-
= y N
N\ Analyze
= : = I | # Support overcomes language
\ Device information i . J barriers with real-time translation
\ | '

Failure prediction is performed
by collating trouble details with
device information

Automatic generation of work
information by Al analysis of work
details

I
o U

Experienced service engineer,
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(3) Examples of External Collaborative Innovation Initiatives -Osaka University

Initiative for Daikin Information and Communications Technology College

Background Estimated Shortage of IT Human Resources in Japan

<Social background>
- Use of Al is expected in various fields since

(Million persons) -@-Supply -@-Demand

.. 2.00

recent years have seen a dramatic increase ——
in a}Ar\llaIytlcaI technology development based S;%obupatb
on Al.

ap ey s . 4
<Daikin’s issue> 150 IT human resources
- It IS necessary to _utlllze Al f[o Create new air .
conditioning solutions businesses, improve ® -
monozukuri technology, and promote (T03) _/@‘—Q/..‘
business reforms. 100 "g——@—
- There is a shortage of human resources 2018 2020 2025 2030
to prOmOte Al / loT Utilization- (MeChanical Source: Compiled by Daikin based on Survey on Demand for IT Human
and electrica| personnel are numerousl) Resources (Upper Growth Scenario) (April 2019) by Japan’s Ministry of

Economy, Trade and Industry

Collaboration details

- With the aim of developing human resources to be responsible for technology and business
development using Al, we have established a course that unites the Osaka University’s
knowledge in the field of advanced information science with Daikin’s wide range of know-
how in air conditioning and industrial technologies.

16



(3) Examples of External Collaborative Innovation Initiatives -Osaka University

<|nitiative>

In addition to courses to learning a basic knowledge of Al and methods for using Al, the
program fosters experts who utilize Al/loT in business and technology development are

fostered by the incorporation of project-based exercise based on actual issues of each
division and department.

Human resources are fostered who can
plan and promote business using Al
including preducts and semnices, and
business planning and promotion  of
business improvement using Al

“Practical Al \
Course N
for Managers

Human resources are fostered who
can develop proper Al technology
development methods and human
resources who can outsource and

Main efforts

Shifting to smart production processes
Predicting equipment failures

“Practical Al Course”
for All Employees

Training is given all

order various systems necessary for
implementing Al.

employees 1o Course for Existing Impr_oving business effic_:iency
imprave Al literacy, and Employees Solving energy and environmental problems
e-learning Three-month Training
is being planned.

Focused on Young Employees

Education for new employees
100 New Employees are Trained for
More Than 2 Years
uman resources are fostered who

specialize in Daikin's unigue 1oT/Al such
as that used in AC technology

<Future development>

Acceleration is underway for training managers along with existing and new employees, and

development is planned for 700 human resources skilled in Al/loT by the end of 2020 and
1,000 human resources by the end of 2021.

17



2. R&D initiatives looking 10 years
In the future

]
-Priority areas of research and development / initiative themes-

18



Priority Areas of Research and Development / Initiative Themes

Social Problems

Intensification
of climate
change

Expansion and
concentration of
energy and
power demand

Worsening of

air pollution

Value Creation

Earth

~.

Sustainable Development Goals (SDGs) targeted

Al x P,

Sustainable Development Goals (SDGs) targeted

o)
People

5
P PSS

Sustainable Development Goals (SDGs) targeted

Priority Areas

Reduction of
Environmental Impact
Reduce environmental
impact through all business
activities and contribute to
alleviating climate change

Energy
Contribute to solving energy-

related issues arising from
urbanization and contribute
to the creation of sustainable
cities

Air Quality

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

e —J 011 20250

(1) CO2 Reduction

Expanding use of
refrigerant R32

(2) Energy Conservation
Improving equipment

efficiency

(3) Safety and Security

Protecting people

from heat stroke and

infectious diseases

Needs

accelerated due

to COVID-19

e Uniil 20300y

Initiative Themes

Refrigerant-related technology
—Low GWP refrigerant

— Refrigerant recovery
Expansion of heat pumps

Energy management

External coll

innovation
Industry-Indus
Industry-Acad
Industry-Gove

Increasing value for air environ
— Healthcare
— Productivity improvement

Building a research and development system that realizes value creation

19



(1) CO2 Reduction -Refrigerant-related technology

Air conditioning demand is expected to expand accompanying economic growth in emerging countries,
further increasing the effects of global warming.
Initiatives are accelerating among countries and advanced companies for setting medium- to long-term
reduction targets for CO2 emissions that are linked to climate change.
—More than 120 countries have declared a target to reach net zero CO2 emissions, and Japan has also

declared its I[?Iedge for net zero emissions bcy)/ year 2050. o _
— Companies have also established their 2050 visions for CO2 emissions, medium-term targets

(targeting 2030) and action plans.

Daikin strives toward net zero greenhouse gas emissions
based on its Environmental Vision 2050 set forth in FY2018.
We contribute to curtailing greenhouse gas emissions in

society through our products and services that promote

energy conservation and mitigate the effects of global
warming.

Safety

R e

- v fa o . -
R-32, R-1234ze(E), R-1233zd(E),
Other HFOs, HFO blends

R-32, R-407H, HFOs,
HFO blends, CO2, Hydrocarbon etc.

Residential Commercial, Industrial

R-32, CO2

20



(1) CO2 Reduction -Refrigerant-related technology

As a manufacturer that develops and manufactures refrigerants and air conditioners, we contribute to the
lessening of the environmental burden through energy-saving equipment and technology development for low
GWRP refrigerants and respond in compliance with the regulations of each country.

We promote technology development involving the recovery and recycling of refrigerant in order to
maximally reduce environmental burden and execute initiatives through the product lifecycle.

Action on Refrigerant and Goals -
Role as an Egquipment

Manufacturer
= Daikin continues to improve the energy
Role as a F%efrlgerant efficiency of equipment and systems, and to
Manufacturer select optimal refrigerants that meet various
needs.
Daikin commits to utilizing and providing -
refrigerants that meet diverse needs and | /
aims to achieve an environmentally /-‘
conscious refrigerant lifecycle by v
reclamation and recycling. Develop and _—
Produce
Develop and

Refri t
efrigerants Sy b
P—— = Equipment

p—— R ]

il

Destruction Recycle
of Refrigerants | Refrigerants Install
t Refrigerant and
Equipment

D Collaborating with

) Other Stakeholders Lifecycle $
Daikin works with related stakeholders to help
achieve a self sustainable approach by focusing Recover

on refrigerant leakage prevention and refrigerant Refrigerants

recovery.
Comprehensive approaches A ’ Malntenance v
toward HFC phase down B i

i ®@Conversion to lower GWP refrigerant
: ® Develop appropriate refrigerants for each application

®Reducing the amount of refrigerant charge
B @ Further reduction of leakage

HFC consumption

® Conducting refrigerant recovery,
reuse and reclamation

Minimize the
_} environmental impact 2 1
caused by refrigerant



(1) CO2 Reduction -Expansion of heat pumps

The trend of moving away from combustion-type equipment is accelerating under the backdrop of
global warming and the increase in abnormal weather.

In Europe, where a large percentage of CO2 emissions derive from heating equipment, a shift is progressing

from combustion-type heating using gas or kerosene to heat pump heating, which has a low environmental
impact.

—~———

The percentage of heat pump type heating that occupies the heating market in Europe is still low, and it is
necessary to improve performance of heat pump type heating in order to change a culture in which people
have been accustomed to combustion type heating for many years.

Changes in heat source for heating and hot water heaters to

achieve the Paris Agreement B Main heating methods
(%) North America: Warm air type central Europe: Warm water type central
100 air conditioning air conditioning
. Heat pump
80- -l High-efficiency biomass
. Solar heat ot water
derfloor
60- - supply_ Iz
District heating T ‘h%t'é]
AQ----- Electrical heater
20- ) High-efficiency gas - Eggtﬁzgoo,
. [l Gas boiler [l [ ==
| Coal/oil boiler o o
2014 2020 2030 2040 2050 2060 Warm air is created by the heat of Warm water is created by the heat of
combustion gas, and that warm air is combustion gas, and hot water is
Note: Projections are based on Beyond 2°C Scenario (B2DS), a scenario to keep the sent by ducts to each room. supplied to each room such as for
temperature rise below 2 °C from IEA, Energy Technology Perspectives 2017. underfloor heating.
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(1) CO2 Reduction -Expansion of heat pump areas

To promote conversion to heat pump heating in cold region markets, we have made improvements in heating
capacity and efficiency for low outdoor air temperatures.

Stockholm

Heat Exchanger

L

Compressor Los Angeles

Paris ~Munich
New York

Expansion of heat pump

heating areas

Populations for World Cities

1 Cold regions @ > 20 million
Development of a heat pump heater B Frigid reqions @ > 10 million
specialized for the cold region market giareg |\ e < 10million

Initiatives to develop technology specializing in
heating functions

Heat Exchanger Compressor — _
Fins preventing frost formation on outdoor heat exchangers Capacity improvement with
were developed to reduce the defrosting operation time that ol | N\ compressor technology
causes a decrease in heating capacity. 100 —
75 4 vid A comprehensive review of

the compressor structure led
X region load 1O reliability and high heating
. 25— \\ capacity under low outdoor air

Frost
(ice)
. . 0 2 : . . . temperatures.
.\ Frigid regions  Cold regions i
. \ éDropIets Outdoor air
o © 23

Makes frost (ice)
hard to stick

50

"

Heating capacity / load




(2) Energy Conservation -Energy management

Renewable energy, which can generate electricity without emitting greenhouse gases, is an important

technology for realizing a low-carbon society.

It requires adjustment capacity to absorb fluctuations in solar and wind power generation and consumes a
large amount of energy. Technology development is needed energy management for air conditioners.

i

Demonstration project in Portugal (2016-2020)

Automatic Demand Response (ADR) System

Demand response (DR) is performed in response to a
request for power supply and demand adjustment issued

by the power system operator based on the power

situation and the forecast of the amount of renewable

energy power generation.

Virtual Power Plant (VPP) System

Demand response (DR) is performed based on the
market price forecast of kW transactions in the
electricity market (supply and demand adjustment
market) by VPP operators.

Demonstration Results

+ It was shown possible to control for demand
forecast with a high DR response success rate.
+ Further gains in effectiveness are expected from
improvements in the accuracy of demand
forecasting by utilizing Al / machine learning.

+ Calculation logic of the power conditioning
amount was constructed from the high
correlation with building load, and the possibility
for adjustment capacity by the air conditioner

was shown.
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(2) Energy Conservation -Energy management

W Participation in smart city utilizing energy management

Participation in the innovation ecosystem established in Milan (from December 2020)
Centering on electrical power cooperation in energy service solutions, Daikin will enact the PDCA cycle

for the demonstration by planning and specifying themes that it should undertake and actual PoC from

the planning of data coordination for mobility, infrastructure, and sensors as well as for service coordination
including finance and insurance.

GALEAZZI HOSPITAL CASCINA TRIULZA HUMAN TECHNOPOLE
MIND MILANO: AN INCLUSIVE AND LIVELY CITY I ST
CATALYST FOR EXCHANGE AND GROWTH . k.

PHASE 1 EXISTING EXISTING
SizeSLP: sqm (150K sqm GBA) Existing her Research Centre with a focus on

TRANSPORTATION HUB
EXISTING
Metro, Regionsl and High Speed

/
PHASE 1 DEVELOPMENT /.
wi

MIXED USE ZONE
PHASE 2

Large Housing Development in Singapore (Tengah Project)

A large residential city is being developed in the West Region of Singapore in the area of Tengah (700 hectares)
to support 42,000 homes.

- It is a national project that is the embodiment of the
government policy for smart cities that include advanced
technology, energy-saving facilities and equipment,
greenery, transportation with no reliance on automobiles.

+ Possessing high-efficiency air conditioning systems that
protect the environment and provide energy savings, Daikin
is participating in the project and performing a
demonstration for its solutions business, which
includes energy management.
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(3) Safety and Security -Increasing value for air environments

Needs for safety and security in air quality are growing worldwide

Streamer

4
uv Z , S
= L =

Various filters

Eradicate

Creating safe and
secure air
environments

Visualize Remove

Ventilation equipment

RES
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(3) Safety and Security -Increasing value for air environments

As the labor force population is decreasing due to the declining birthrate and ageing population,
concepts for “work style reform” and “health management” in companies are attracting attention,
and these trends are accelerating due to the effects of the COVID-19.

Office spaces are needed where people can improve their productivity and creativity while
spending their work time in good physical and mental health.

oointO
marunouch

Nap space

ONJAO®FF switching

5 27 Bl ——e FYEIY hEM
(RESETER) I (B:2%20)

Optimal zoning control s Concentration booths
S Biological sensing

Uitable spaces for all Spatial control ~~ Concentrate individually
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R&D for Sustainable Growth

Initiatives for Resolving Social Issues
Earth

People

P A
e
'
CO2 Reduction Energy Conservation Safety and Security _
- Refrigerant-related technology =+ Energy management * Increasing value for air
- Expansion of heat pumps environments

Challenqging ourselves in technology development to solve the
fundamental causes of social issues

COZ Reco;llr(]a Crlyh[e)ﬁggmposmon, Materials of the Three R’s

Heat Pump Alternative,

Magnetic Refrigeration
Technolog

Continue to work to reduce environmental impact for
sustainable growth ”



3. Product development initiatives
for the short term

(1) Global AC market diversity

(2) Close market proximity and base model concept

(3) Specific examples of base model and modular concept
(4) Ideal development team for the future

29



(1) Global AC Market Diversity -Preferences

B Customer preferences for air conditioners vary according to country and region because of
different climates and housing styles. For this reason, Daikin has developed products that
meet the local needs of customers around the world.
Hot water heaters and
heating systems = enes
Urusara X equipped Ducted AC for the entire building

with ventilation function and Applied Systems
— i (commercial use)

Domestic hot  Fan coil Ductless AC system

water tank

Hydrobox

Radiator

Underfloor
heating
system

el

Launch X, Carrime
“Daikin Altherma” water heater

High-end, multi-split AC for residences
R \\J- : Cooling-only inverter type AC
- g and high outdoor temperature

3D airflow d

specifications

7th Daikin Residential Central AC | e $ ‘

Indoor units can be freely
selected according to the
¢ room and usage




(1) Global AC Market Diversity -Climate

B Development is divided into three regions: cooling-only, cooling/heating, and heating.

The number of cooling-only regions is estimated to significantly increase in the future.
Combustion heating is being replaced by heat pump heating in the heating region.

Cold region
Europe/Middle China
East/Africa (42.15 million units) Japan
(1258 m|”|0n Un|tS) (95 m||||on un|ts)

Cooling-

Cooling-oqly Cooling-
24%

Cooling/
Heating

North and Latin America
only (14.47 million units)

Cooling/
Heating

3%

Cooling/
Heating Cooling-
36% only

64%

Cooling/
Heating

Asia (excluding Japan/China)
/ Oceania

(17.2 million units) TI’OpiC&| zone

Equator

Cooling- World Total (mini-split AC) N
Cooling-only 38M units 40% Cooling/ only
] ] - Heating 40%
Cooling/Heating 58M units 60% 60%
Total 96M units

Source) Survey by Japan Refrigeration and Air Conditioning Industry Association 31



(1) Global AC Market Diversity -Regulations and standards

W Some laws and regulations will vary by country and region (energy-saving regulations,
harmonics [EMC] regulations, etc.) In particular, trends in energy-saving regulations are greatly
related to product development.

OLaws and regulations related to the environment:
Energy-saving, ozone protection, refrigerant, 3 R’s, and chemical substance regulations

OLaws and regulations related to product safety:
The International Electrotechnical Commission (IEC) proposes international standards for
some areas such as high-pressure gas regulations, electrical safety, electromagnetic wave /
harmonic regulations, but some laws and regulations vary according to country and region

Examples of regulations set for each country:
B Energy-saving regulations (global)

In cooling and heating regions, regulations are tightening
every year based on period efficiency (APF, SEER, etc.)

Energy-saving Regulations by Country (mini-splits 3.5kW)

High +++

—
@)

S <«Energy saving index value—

B EMC regulations (partial)
Regulations against electromagnetic interference
with other equipment

Rank M " SEER20||HSPF19

++

+ seer1o]|HSPF17

Rank +

EER17
Rank S HSPF13
SEER15
Not for Not for Ng;;‘gr
sale Not for sale SEER141IHSPF11

sale

Not for
sale

: - Cooling Heating Cooling Heating

Period Efficiency _ N period period period period
(APF) Period Efficiency  efficiency efficiency efficiency efficiency
Japan  China Europe N. America

Laws citing standards,
Standard issuer
Japan Electrical Appliance and
P Material Safety
EU EMC Directive
U.K. Energy Network Association
U.S. FCC Rules/IEEE Standards
China China Nationals Standards
Taiwan CNS Standard
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(1) Global AC Market Diversity -Close market proximity

m By responding flexibly and quickly to changes in a diversity of needs and

unpredictable risks such as natural disasters and COVID-19, we have realized
manufacturing that delivers safety and security to our customers.

Quickly identifying the diverse Continuing stable operations
needs of each region, increasing even under unpredictable
cost competitiveness, and conditions that occur on a global
creating products that are needed scale during the COVID-19
in the market pandemic

Close market proximity refers to the development
and production of products in the regions where they
are to be sold in order to quickly deliver products to
customers in times of uncertainty




(2) Close Market Proximity and Base Model Concept -Close market proximity

B By being in close proximity to the market, we build systems that can quickly
respond to local needs. However, there is a risk of inefficiency overall due to the
advance in individual optimization and lack of standardization of equipment and parts.

Close Market Proximity

(1) Develop products that meet local needs in each region
(2) In principle, locally sell the products produced locally.

B Product development that captures the ever-changing needs of each region
m Shortening of lead time from development to production to supply
B Response to BCP and geopolitical risks

As a result, However,...

- Self-sufficiency and individual - Management concentrates on themes at
optimization advance. hand.

- Speed is fast for investment decisions - Equipment and parts are not
such as from marketing to product standardized.

planning and development, production . Overall operations may be _inefficient.
preparation, and production. (There is no overall optimization.)




(2) Close Market Proximity and Base Model Concept -Base model concept

B \We move forward with a "base model concept" that enables the regional development
bases to quickly develop products that meet the needs of their region, enabling
products to be efficiently deployed worldwide.

Base Model Concept

A new “base model” is developed that allows easy rearrangement of
Its various components at the global development bases.

Japan’s role Role of global base
Focus is on basic technology Each regional development center designs
development and development of  an arrangement of the product that meet the
components to be equipped on the needs of its region
base model
v v

Improvement in cost
competitiveness and a
strengthening of energy-saving
and differentiated technologies

Quick development
for overall global deployment
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(3) Specific Examples of Base Model and Modular Concept

-Base model development concept

B Targeting the volume zone for residential use, we are meticulous in standardization

and will introduce a wall-mounted base model with high basic performance and cost

competitiveness that has excellent product appeal as we continue to work on
development to meet a wide variety of needs.

(Base model development concept)

Specifications standardized for parts and materials to equip and cost reductions are
maximized further by adopting the lowest priced materials and parts.

ﬂ Blower technologies are enhanced to reduce the cost of core parts with high cost weight.

E A modular concept with customizable functions is incorporated to speedily respond to
diversified needs.

\
{Global Deployment) (apan]
| [North America] |
(Europe]
‘\ —
| re —
[India) ‘/ _ _ (Latin Americal
= [Asia/Oceanial atin America
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(3) Specific Examples of Base Model and Modular Concept
-Examples of base model initiatives (cost reductions)

B For both indoor and outdoor units, we strive to lower costs by reducing the cost
weight of components using blower technologies that can generate a large amount of
airflow with low sound.

||Indoor Unit|| ||Outdoor Unit|| Electric
' Fan Motor component

Compressor

Electric
PO Fan Motor

Refrigerant

[Cost Distribution Ratio]

OCompressors, heat exchangers, and electrical components account for 70% of costs
= Cost reduction from consolidation
OAirflow performance is improved by analyzing blower noise, and components with high cost-weight

are reduced by increasing the air volume with equivalent level of operating sound

Airflow Airflow Performance Comparison
[,

Package

| | Company A model

Compressor

Structure Lower noise

Operating sound

Pipings Base model

Electrical

70%

Components

Airflow rate 37



(3) Specific Examples of Base Model and Modular Concept
-Approach to modular concept

Hm A new wall-mounted base model has been developed that is modularized for each
function so that functions can be customized according to local needs from the
conventional mother development that is individually optimized.

Fast development is realized to meet a wide range of needs.

(Indoor Unit Modular Concept)

<Conventional base model> | i OThe air conditioner concept has been updated to a modular assembly and changec
OlLimited capability to add : to development that is divided into basic modules that operate products and
functions and required 1 functional modules that create added value.

|

. 1
substantial man-hours for ! Basic Module "Jl}' Functional Module

1

customized development !

| Conventional base

Humidification /
ventilation. module

s - -

Saves energy and
customizes functions

P~ . ‘ :
o ] <¢ A )=V
Wifi Human detection Streamer Module

OFunctional modules developed at bases are quickly deployed to each global
region including China, Asia/Oceania, Europe, North America, and India. 38




(3) Specific Examples of Base Model and Modular Concept
-Specific examples of modular concept (Short-term development of RA equipped with ventilation functions)

B Short-term product development has been realized by making maximum use of
indoor unit base models that incorporate the modular concept. A ventilation function
that provides safe and secure air environments to customers will be fully
deployed in mini-split air conditioners.

m Ventilation product improvement
As with ventilation function added to the flagship model

Urusara X, standard model of mini-split air conditioners g
¥ylll Icl)e equipped with a ventilation function during this . EAELD Tﬁﬁ_ﬁo (
IscaFY?_a._r.___________________________________)_>_ _______ Wﬂ.\ ;&?‘,7{){—65617:7

By interlocking with CO2 sensor

I I
. . . I
: equipped to Beside , interlocked ! - 4%
. ventilation and air conditioning operations | ‘ :
I are performed based on CO2 | ’
| concentrations. P — = =
! (compatible with all models) : 5386X  55%bmm  Vyy—x  Fmmmieas 2R

m Example of modular development
A ventilation model was realized in a short timespan by utilizing a modular indoor unit and specializing
in ventilation for function.(Compared to conventional development, development time and man-hours were
reduced by half and development investment was less than half.)

--------------- Conventional Development -=-----------------, r------------------=- Modular Development ~=---""""""""-----

. ! Diverted module
Redesign 1 : New module 1 Y
Redesign 2 |

Redesign 3 |

Redesign 4

- " 2
—
 — ¥ (B

\ " Redesign module
:New part New modele 2

L e e e e 39
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(4) Social Issues That Daikin Can Help Solve

Daikin contributes to the sustainable development of society by
solving all social issues related to air and the environment

Social Issues That Daikin Can Help Solve

o _ Increase and concentration
Intensifying atmospheric Intensifying climate change of demands
pollution and pandemics ying 9 for electricity and other
energy forms

+ Providing of safe and secure * Support for low GWP refrigerants - Expansion of support for
ventilation and air quality + Expansion of 3 R’s adoption renewable energy
+ Pursuit of adding value to air  Further reduction in - Efficient energy use in buildings
environmental load of products and cities overall

+ Improvements in energy-saving
technologies

There are many development issues to be solved

v

Daikin aims for a development team that actively implements

technological development by fully utilizing the technoloqies,
products, and services that the company has cultivated until now
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(4) Initiative Example [1]: Providing a Secure Indoor Environments

(expansion of ventilation products)

B Implementing speedy development is necessary to quickly capture the growing demand for ventilation
and cleaning around the world.

m Daikin will respond quickly with close market proximity along with base models and a modular concept.

B Ventilation issue in winter B Changes in awareness with COVID
In Hokkaido and Tohoku, infection clusters repeatedly Even for small stores, awareness has
occurred due to lack of ventilation at restaurants. increased for ventilation, which was once only

The Hokkaido government took measures by establishing ~ common for large-scale buildings.
its own alert level system. o Winter T e

Ventilation

——
—

Hokkaido is now at WARNING STAGE 3

T[-« SIS ST ST ST SOEC

Somewhat

COVID-19 infections have increased in clusters and it has dlsagree
become an important stage for taking extensive preventative 14.4%
measures while considering the socio-economic impact.

o

Somewhat
agree
40.8%

| L 0= by

According to the “Ventilation Being able to properly ventilate in a store is a
Awareness Survey,” the number of

prerequisite for being chosen by a customer.
people who ventilate during

winter is high at 75%. v

Expectations are high for safe and secure ventilation and air quality.
Daikin will respond flexibly and quickly in development for all need products and services by
utilizing close market proximity, base models, and the modular concept.

Humidify/Dehumidify While Ventilatifg

Only DAIKIN

N=529

Air Consultation Des

Heat exchangeexpdsed type
Expert advice on air quality

M b L ol V Ventilation recovers and release "comfortable
and ventilation from Daikin ! (S Flexible equipment patterns make retrofits ea

On sale from November 1
Daikin tradition

—— i e »
s AEr H The fresh air ventilation system ofUrasara X /
Su perior humidification Urn i CpeSeaimenteD /) ,",

Residential-use products

Solutions & After Sales Service Commercial-use products 4



(4) Initiative Example [2]: Contributing to the Global Environment
(circular use of refrigerants )

W Aiming for net zero greenhouse gas emissions in 2050, Daikin added this target to its Fusion 20
latter-half three-year plan from last year and has started efforts. As a company that handles both air
conditioners and refrigerants, we will take the lead in solving environmental and energy problems.

Greanhouse gas emBEs0ns

H Previous "Environmental Action Plan 2020" initiatives ™ Total sales of R32 air conditioners

Having focused on the worldwide adoption of environmentally Over 25 million unit.in
conscious products such as air conditioners that use inverter over 100 countries
technology and low GWP refrigerants, we will achieve our urent to June 2020

targets ahead of schedule.

Environmental Action Plan 2020 2020 Targets 2019 Results

Contribution to greenhouse gas 60 million tons CO2 68 million tons CO2

emission reductions
‘ Country sales

. . . . } (includes limited country sales)
B Aim for net zero greenhouse gas emissions in 2050 ®Example of offset:

Together with reflecting net zero in F20 latter-half three-year ~ Cifcular use of refrigerants in Europe

plan, we are also promoting a medium- to long-term strategy ~ 22IKin aims to build an econorr]nlca_tlly \I/lable
targeting 2030. system and quickly promote the circular use

of refrigerants

A==

OThrough products e oreiosmt ey
T h - Higher energy-efficient products o
PYESS - Development and adoption of i o P O
refrigerants with lower GWP Y 4
T h Stores Refrigerant redamation facilty —
sumns OThrough solutions e e Virgin
- Provision of energy services o] | G| | | ) refrigerant
s i throughout the value chain AR Lo ; Waste
consty IR soread ki, .. ’-.. reines L"* | refrigerant
af renewable gnerngy OOffset ; Redlaimed
- Switching, recovering, and recycling e "*] refrigerant
refrigerants in the market. I . .
Vision for refrigerant circular economy

Currently 2030 2050
Offset 42




(4) Ideal Development Team for the Future

Celebrating the 100th anniversary of Daikin in 2024

Daikin intends to quickly meet diverse customer needs with its unique
products and services while taking on a leadership role for harmony
of the global society as an advanced environmental company.

‘ N = ' -y A
o 12 y ! " 3 o & Rty ¢
* - ™ N S
AN X

" Daikin
#~wm ventilation

ey sl fieh
= e = - | E -_———
1T et ) i "

L U
1 . |

We wish to be a development team that creates secure
and abundant air environments
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Y DAIKIN

Notes on forecast

This data is compiled for informational proposes and is not to be construed as a solicitation of any action.

This data (includes management plan) was compiled by Daikin Industries., Ltd. (the Company) based on reliable
information available at the time of compilation. It may include some risks and uncertainties. The Company is not
responsible for its accuracy or completeness.

The Company asks for your own discretion in using this data. The Company accepts no liability for any loss or
damage of any kind arising out of judgment for investment made solely relying on the business forecast or target
figures described in the data.



