Daikin Group Sustainability Report 2026 Contents Introduction Management Environment Social Governance Data 006

Management

007 Daikin’s Sustainability
007 Fundamental Approach to Sustainability /|
008 Role and Responsibility of the Air Conditioning Business
009 International Trends and Daikin’s Role
010 Social Challenges Daikin Can Help Resolve
011 Overview of Sustainability
012 Environmental Vision 2050
013 Strategic Management Plan Fusion 30 and Sustainability KPIs
014 Priority Sustainability Items
014 Materiality Identification Process
015 Social Impacts, Business Risks, and Business Opportunities (IROs)
018 Stakeholder Engagement
019 Key Sustainability Themes and Management Structure
022 Activity Results
022 Highlights of Our Activities Between Fiscal 2021-2025
023 Sustainability Targets and Results (FY2025)




Daikin Group Sustainability Report 2026 Management 007

Daikin’s Sustainability

Fundamental Approach to Sustainability

Seeking out Solutions to Social Issues with Daikin Group Philosophy

Daikin, under its Core Values that serve as the guiding principles of its corporate management, established the Daikin Group Philosophy as its basic management philosophy, which is shared by
all members of the Group. Since establishing Our Group Philosophy in 2002, the Daikin Group has continued to grow amid significant changes in the operating environment, advancing as an
environmentally conscious company with a global business presence. Recognizing the need to identify the underlying strengths of our growth and sources of competitiveness so that we can pass
these qualities on to future generations to further develop them, we revamped Our Group Philosophy in 2024 in conjunction with our 100th anniversary.

Today, we find ourselves in a world of uncertainty with upheaval both geopolitically and economically. Companies must not only drive their economic growth with sales and profits but also
make contributions to the environment and society to raise their social value. Satisfying these external expectations is the responsibility and mission of companies going forward. The first section of
the new Group Philosophy, which lays out our purpose, is entitled “Resolve Social Issues and Enhance Corporate Value.” This clearly demonstrates the Group’s commitment to proactively working
to resolve social challenges, particularly as a company that places the “air” so critical to the global environment at the core of its business.

Daikin will continue to pursue efforts to enhance its corporate value and contribute to the sustainable growth of society by putting the Group Philosophy into practice and working to resolve
various social challenges, including global environmental problems.

Core Values Daikin Group Philosophy
[ T 1. Resolve Social Issues and Enhance Corporate Value
AbS(?ll_"Fe Purpose . Create New Value by Anticipating Future Needs
Credibility

. Realize a Better Society through Innovative Technologies

L ]

A W N

. Take Action to Maintain Society’s Trust

. . . 1) Be Transparent to Society and Build Mutual Development
Our purpose is to provide comfort and security for all. M P y P

Enterprising At Daikin, we believe in the infinite potential of people.
Management With our passion and innovative technologies,
we create a sustainable and bright future.

(2) Grow with our Business Partners

5. Think Globally and Be Flexible and Vibrant

6. Practice “People-Centered Management (PCM)” and Provide
Challenging Opportunities

(1) Create an Open-minded Atmosphere and Provide Ambitious

Together, We Brighten the Future

Harmonious Challengers with More Opportunities
Personal (2) Value Empathy for Daikin Group Philosophy and Cherish the Pride
Relations and Joy of Being Part of the Daikin Group

(3) Promote and Respect Diversity Management

@L Daikin Group Philosophy
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Daikin’s Sustainability

Role and Responsibility of the Air Conditioning Business

Business Characteristics

Rising temperatures caused by climate change have made space cooling a vital form of infrastructure that supports people’s health and living. The widespread use of Daikin’s air conditioning,
our core business, represents one form of climate change adaptation, which will be required more in the future. On the other hand, increased demand for space cooling also leads to larger GHG
emissions through higher electricity consumption. In the air conditioning value chain, emissions during the usage phase account for a particularly large proportion. Air conditioning is essential for
adapting to climate change, and at the same time, it is a business area where measures to reduce GHG emissions are required.

Global Space Cooling Demand Forecast amid Rising Temperatures
(2°C Scenario)

Projected Global Electricity Use for Air Conditioning

Demand for air conditioners is expected to continue growing due to economic

As climate change progresses, demand for space cooling is changing dramatically. If global
temperatures rise by 2°C above pre-industrial levels, the population exposed to extreme heat
(more than 3,000 CDDs per year*) is projected to nearly double from 23%, or approximately
1.5 billion people, in 2010 to 41%, or approximately 3.8 billion people, in 2050.

Global Cooling Degree Days (CDDs) Distribution in 2°C Scenario

5
0 500 1,000 1,500 2,000 2,500 3,000 3,500
CDDs

Source: Lizana et al., Nature Sustainability, 2026.

* CDD stands for Cooling Degree Days, an indicator used to show demand for space cooling based on the degree to
which the temperature exceeds a specific base temperature.

development in emerging countries. To meet demand while controlling increases in GHG
emissions, air conditioners must be energy-efficient. Global Cooling Watch 2023,
published by United Nations Environment Programme, classifies the energy efficiency of
air conditioners into four scenarios and forecasts global electricity use.

Forecast of Electricity Use for Cooling*

Electricity (Pwh)
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— efficiency gain
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* According to Global Cooling Watch 2023 published by UNEP
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Daikin’s Sustainability

International Trends and Daikin’s Role

Actions as a Global Company Contributing to Resolving Social Challenges Through the Core Business of Air

The ever-changing global community faces numerous challenges, including climate change and demographic shifts. The transition to a decarbonized society is accelerating around the world
through such measures as strengthening climate change countermeasures via the Paris Agreement and the Conference of the Parties to the United Nations Framework Convention on Climate

Change (COP), implementing the SDGs, and advancing refrigerant regulations through the Kigali Amendment.

On the other hand, rising temperatures and economic growth in emerging countries are driving a surge in demand for air conditioning. In the heating sector, there is a growing shift
from combustion heating using fossil fuels to highly efficient heat pump heating. Balancing this expansion of air conditioning demand with the reduction of GHG emissions has become an

important issue for the entire world. Daikin operates in over 170 countries and regions worldwide, with its foundation in air conditioning and fluorochemical technologies. We actively participate
in international frameworks and engage in public policy and rulemaking, and we are advancing initiatives toward realizing a decarbonized society, including our endorsement of the Global

Cooling Pledge.

International Frameworks and Initiatives

Sustainable Development Goals (SDGs) Paris Agreement to the UN Framework Convention
on Climate Change (UNFCCC)
Common goals to find solutions by 2030 for pressing
world problems such as poverty, inequality, and climate An international framework for advancing measures
change in order to realize a sustainable society against climate change. At COP meetings, countries
confirm progress in reducing GHG emissions and
implementing adaptation measures, and they discuss
Kigali Amendment to the Montreal Protocol and decide on international rules and targets. The Paris
Agreement explicitly states the goal of keeping global

The Amendment mandates phasing down the production warming below 2°C and striving to limit it to 1.5°C.

and consumption of HFCs to mitigate their impact on
global warming
World Business Council for Sustainable

Development (WBCSD)

An international alliance of companies working
together to promote the resolution of environmental
and social issues through business, in order to realize a
sustainable society

Endorsement of the Global Cooling Pledge

Daikin has endorsed the Global Cooling Pledge announced
at the 28th Conference of the Parties to the United Nations
Framework Convention on Climate Change (COP28). This

is an international agreement to accelerate decarbonization
in the air conditioning sector. As a global air conditioning
manufacturer, we support the efforts of various countries to
reduce GHG emissions related to air conditioning.

UN® .

LAUNCH OF THE P

GLOBAL COOLING PLEDGE

=5 uiy e ' .
L L <LVl -
g UL Y S -

Global Cooling Pledge announced at COP28

088 Social Markets and Customers Engagement in Public

Policy and Rulemaking

009
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Daikin’s Sustainability

Contents Introduction Management

Social Challenges Daikin Can Help Resolve

Environment Social Governance Data

Identifying Social Challenges to Help With Based on Social Projections for 2050 and Daikin’s Strengths

Daikin backcasts from its predictions for society in 2050 to identify social challenges that it can help resolve, aiming for sustainable growth for both the company and society. Leveraging the strengths

that Daikin has amassed over the years, we aim to resolve social challenges through our business.

Forecast of Society in Which Daikin Will Operate in 2050 and Identified Social Challenges

2050 megatrends Changes in social structure Social challenges Daikin’s strengths Areas where Daikin can contribute

Advance of global warming

The Earth’s average temperature is projected to
rise by approximately 1.5 to 2°C above
pre-industrial levels'

Economic development in
emerging countries

Emerging countries account for 6 of the 7
major economies?

Population concentration in cities

With urban populations increasing in emerging
countries, approximately 70% of the world's
population will live in cities®

Increase and concentration of
energy demand
Global energy consumption is expected to
increase by approximately 50% compared to
2020 levels* due to economic growth and
population increase in emerging economies

TIPCC Sixth Assessment Report (AR6)
2 PwC, The World in 2050

3 United Nations, World Urbanization Prospects 2025

Increased incidence of
extreme weather
As climate change progresses, the
frequency and intensity of extreme
weather events such as heat waves and
torrential rains will increase’

Growing demand
for air conditioning
Emerging and developing countries will
account for more than 80% of electricity
demand for space cooling®

Mass consumption of resources
Demand for resources such as copper
and aluminum used in air conditioners

will be on the rise, with copper demand

projected to jump by 30%°

Rising demand for electric
power for space cooling
in buildings
Global electricity demand for space

cooling will increase by up to 40%
(by 2030)”

4 U.S. Energy Information Administration, International Energy Outlook 2023

lin A
Cooling gap Increase in risk of heat
The number of people at high risk due to lack '@, el di
of access to essential cooling methods will stroke, infectious diseases,
reach one billion (by 2030) and other illnesses

Atmospheric pollution GHG emissions remain

Premature deaths due to air pollution are B
projected to increase to 4.5 million (by 2040)° at hlgh levels
Increase in waste v and
The amount of waste generated will continue Energy supply an

to increase, reaching approximately demand issues
3.4 billion tons'™®

Greater loss of biodiversity

One million species will be at risk of extinction
within the next few decades'!

Resource depletion

Water and food shortages Food waste and loss and
Up to 2.8 billion people will live in areas water shortages becoming
where they will be exposed to serious water more serious

and food risks'?

5 |EA, Staying cool without overheating the energy system, 2025

6 |EA, Global Critical Minerals Outlook 2025

7 EA, Space Cooling, 2023

8 SE for ALL, Chilling Prospects: Tracking Sustainable Cooling for All 2025, 2025

A global sales network spanning
over 170 countries and regions Provision of value with air
worldwide (adaptation to climate change)

Products and solutions to meet

diverse needs, from residential

to commercial and industrial Mitigation of climate
change

Environmental core technologies
such as inverters, heat pumps,
and refrigerant control technologies

Solutions to

Market-localized production at energy challenges

over 130 production bases
worldwide

) Resource circulation
A global service network

Refrigeration technology that X
can control temperatures from Reduction of food loss

-30°C to +30°C and waste

9 |EA, World Energy Outlook Special Report: Energy and Air Pollution, 2016

10 World Bank, What a Waste 2.0

1TIPBES, Global Assessment Report on Biodiversity and Ecosystem Services, 2019
12 |nstitute for Economics & Peace, Ecological Threat Report 2023

010
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Daikin’s Sustainability

Overview of Sustainability

Daikin's Aims for Value Creation 178

Creating New Value and Contributing to Sustainable

Development for Society We provide new value that reduces environmental impacts while creating
healthy and comfortable environments for people and air environments.

Daikin aims to create new value through its business, making people and air environments around the
world healthier and more comfortable. By putting the Group’s management philosophy into practice

and working to resolve various social challenges, Daikin will continue to enhance its corporate value Value Creation Value Creation Value Creation

and contribute to the sustainable growth of society. for the Earth for Cities for People
We have identified our material sustainability challenges and formulated EnvironmentalVision 2050,

focusing particularly on the environment, which is of particular importance to us. In turn,Fusion Strategic Related SDGs

Management Plans are used to establish specific targets as well as plan and execute-measures for every won e e e P

AND PRODUCTION

five-year period.

Role and Responsibility of Social Challenges Daikin
the Air Conditioning Business Can Help Resolve
008 010 Foundation Underpinning Value Creation 178
Human Resources Co-Creation

Key Sustainability

Related SDGs

Themes
e D
019

Daikin Group Phil oSSy Sustainability Targets &2 019

The basic management
philosophy for the thoughts Strategic Management Plan Fusion 82 013

and actions of all employees
82 007 Environmental Vision 2050 &g 012

2025 2030 2040 2050
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Daikin’s Sustainability

Environmental Vision 2050

Daikin Environmental Vision 2050

Regarding climate change, an area particularly relevant to the
characteristics of our business, Daikin aims to achieve net-
zero GHG emissions by 2050 under Environmental Vision
2050, which we formulated in 2018.

Environmental Vision 2050

Open innovation,

loT, and Al
Through Through
products Daikin solutions
Environmental

Vision 2050

We will provide safe, healthy air
environments while striving to reduce

Open innovation, GHG emissions to

Open innovation,
loT, and Al net zero. loT, and Al

Through

the power
of air

We will reduce the GHG emissions generated throughout
the entire life cycle of our products.
Furthermore, we are committed to creating solutions that
link society and customers as we work with stakeholders
to reduce GHG emissions to net zero.

Using loT, Al, and open innovation efforts, we will meet
the world’s needs for air solutions by providing safe and
healthy air environments while also contributing to
solving global environmental problems.

Contents

Introduction

Management

Roadmap for Realizing Environmental Vision 2050

Environment

Social Governance Data

In order to reduce environmental impacts while bringing the added value nature of air to people around the world, Daikin has
established a roadmap to net-zero GHG emissions by 2050 after analyzing the future of its business operations.

Through products Through solutions Through the power of air

We will accelerate solutions that contribute to spreading energy efficient equipment and reducing

GHG emissions and work toward balancing business growth with the reduction of these emissions.

In addition to thoroughly reducing emissions, we will strive to contribute avoided emissions that

exceed residual emissions.

Emissions Avoided emissions

Business growth

Reductions through
energy-efficient construction
and spread of renewable
energy

Through products

* Increase energy efficiency of products

» Development and adoption of lower
GWP refrigerants

* Adoption of heat pump space and
water heating

* Reduction throughout the entire
product life cycle, from production to
disposal

Through solutions

 Energy conservation and efficient
use of renewable energy through
optimal energy control integrated
with each building

* Promotion of the utilization of
renewable energy and decarbonization
of entire cities through advanced
control of the power grid

2022 2025

2050

Avoided emissions exceeding

our own emissions

* Spreading the use of energy-efficient
products, low GWP refrigerants, and
heat pump space and water heaters

* Operating renewable energy
businesses

* C0; capture and utilization from the
air, etc.

We aim to provide reliable, safe, and comfortable
value with air to people all over the world, while
also pursuing the limitless possibilities of air as
a way to further enrich people’s lives.

Air Environments that
Enrich People’s Lives
* Highly productive office

environments
* Enhance concentration
* Improve quality of sleep

Healthy and Comfortable

* Reduce sleep disorders

* Reduce stress

* Provide consistent whole
house room temperatures

Advancing technologies

Reliable and Safe Air

* Protect people’s health from
air pollution

* Reduce risk of infectious
diseases

* Prevent heatstroke

Diversifying needs

012
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Daikin’s Sustainability

Strategic Management Plan Fusion 30 and Sustainability KPIs

Aiming to be a Sustainable Company of Choice Worldwide by Creating New Value Through Environment and Air

In the Fusion 30 Strategic Management Plan that began in fiscal 2026, we position sustainability at the heart of our business See below for the Fusion 30 Strategic Management Plan.
strategy in order to achieve both the resolution of social challenges and the enhancement of corporate value. Having set L integrated Report

sustainability KPIs for fiscal 2030 that address key business themes, Daikin will work to provide sustainable air conditioning
infrastructure, reduce GHG emissions throughout the entire life cycle of its products, expand its solutions business, and maximize
the value of its human resources. Through our business activities, we will create new value for the environment and air and contribute
to the realization of a sustainable society.

Fusion 30 Key Themes Sustainability KPIs for FY2030

Enhancing Management Foundation . Reduce GHG emissions 40 % per net sales
—Creating Environmental Value \ throughout the life cycle (vs. FY2022 level)

@L Strategic Management Plan Fusion 30

AT S i el A Dl Sales ratio of the Solutions business 40 %

—Transformation into a Solutions Provider P T e (FY2025: 28%)

Enhancing Kev Domains to Achieve Further Growth & Access to sustainable air conditioning
nhancing Key Domains to Achieve Further Gro = >4 .

o s by s Cahif i o TYEE ¢ _ infrastructure that provides safe, secure, and .I -0 billion people
—Building a business foundation in . .
J comfortable air environments (Total from FY2019 to FY2030)

Develop global senior management
and leadership candidates Over 21 000 people

Enhancing Management Foundation

—NMaximization of Human Capital Value

Improve the level of PCM Behaviors adoption? 7 5 %
(FY2025: 61%)

T India, Middle East, and Africa region
2 The implementation level is calculated as the average score of 5-level evaluations in interviews with Daikin Industries employees regarding the 9 items of “PCM Behaviors,” a code of conduct based on People-Centered Management.
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Priority Sustainability Items

Materiality Identification Process

Contents

Introduction

Management

Environment

Review of Materiality in Conjunction with the Fusion 30 Strategic Management Plan’s Formulation

Social Governance Data

When formulating the new Fusion 30 Strategic Management Plan, we took the opportunity to review our key sustainability themes. Daikin identifies the sustainability items to prioritize through

Impact-Risk-Opportunity (IRO) analysis, taking into account both the risks and opportunities to its business and its impact on society. For our top priority themes, particularly those with a significant
financial impact, we have incorporated them as sustainability indicators into the Fusion 30 Strategic Management Plan.

Materiality Identification Process

Step 1

Identification of Sustainability

(ESG) Items

By referring to I1SO 26000, the
international guideline for social
responsibility, the disclosure
requirements of SSBJ and CSRD,
the Guidance for Collaborative
Value Creation, and the status
of our new Fusion 30 Strategic
Management Plan, we identified
sustainability items that Daikin
should address in the medium to
long term.

Step 2

Analysis and Evaluation of
Social Impacts and Business
Risks/Opportunities

For each sustainability item
identified in Step 1, we
quantitatively analyzed and
evaluated financial and social
impacts, considering the
characteristics of the business,
the value chain, the likelihood
of occurrence, and the degree
of impact.

See below for details

015 Management Priority
Sustainability Items Social
Impacts, Business Risks, and
Business Opportunities (IROs)

Step 3

Reflection of Feedback
from Internal and External
Stakeholders

We incorporated feedback from
stakeholders through dialogue with
key business units, management,
and other internal stakeholders,
as well as external stakeholders
such as ESG-focused institutional
investors and academia.

See below for details

018 Management Priority

Sustainability Items Stakeholder
Engagement

Step 4

Identification of Materiality
through Discussion and
Approval by Management

We held discussions on the
priority sustainability items with
our management team, including
executives, from the perspective
of our management policies and
strategies. Following discussions
within the CSR Committee, the
findings were reported to and
approved by the Board of Directors.
We identified five top priority
themes and 14 priority themes.

See below for management structure

021 Management Priority
Sustainability Items Key
Sustainability Themes and
Management Structure

Step 5

Incorporation into Strategic
Management Plan

The five top priority themes
identified were reflected in the
Fusion 30 Strategic Management
Plan. We will now integrate these
into our business strategy, set
KPIs and targets for each, and
aim to enhance corporate value
as a result.

See below for details

019 Management Priority
Sustainability Items Key
Sustainability Themes and
Management Structure

014



Daikin Group Sustainability Report 2026 Contents Introduction Management Environment Social Governance Data 015

Priority Sustainability Items

Social Impacts, Business Risks, and Business | Step1 ) Step2 ) Step3 ) Step4 ) Step5
Opportunities (IROs)

Evaluating Financial and Social Impacts Based on IROs

In reviewing our sustainability initiatives to prioritize, we quantitatively assessed the likelihood of each Likelihood in value chain
occurring and its potential financial, social, and environmental impacts from an impact, risk, and Upstream [l Daikin |-l Downstream »
opportunity (IRO) perspective. This analysis is conducted with reference to the double materiality

principle required by the European Sustainability Reporting Standards (ESRS). Likelihood within time horizon

Short term (up to 3 years) Medium term (3 to 5 years) Long term (5 years and longer)
Note: This analysis does not constitute disclosure under ESRS or a representation of compliance with ESRS. ° y . y . 9 y g ‘
IRO analysis and evaluation results
Sustainability items Business opportunities / ~ Business risks Financial impacts Social impacts Likelihood Materiality ESRS
ustai ility i " L . A . .
D — D — . . . assessment
Positive social impacts / /. Negative social impacts High Low | Low High  v1ue chain e [herzen
Environment
Growing demand for low-carbon products, in which Daikin has a i i i i i
competitive advantage, drives increased demand as climate ! | ! ! !
L ) . |
Reduce GHG emissions change mitigation needs intensify | — ! . . . | . . . | \/ |
. | | | | | E1
throughout the life cycle Acceleration of climate change due to increased energy | | | | Top priority |
consumption during product use and increased GHG emissions | ] ! ! !
| | | | |
associated with refrigerant leaks ! ] ! ! !
Creation of a recovery, recycling, and reclamation business by 3 3 3 3 3
Building a refrigerant promoting resource circulation i i | | |
AL il iy (R vv> 000 - -
eco-cycle Contribution to resource circulation and emissions reduction through | | | | |
proper refrigerant management, triggered by the Kigali Amendment | ] | | |
Growing demand for circular products and services | 3 | | !
Promotion of Soaring resource prices and supply constraints | ! | | |
resource circularit : § i 1 - N 4 4 1 ‘ ‘ 1 Key 1 E>
y Expansion of resource extraction leads to resource depletion and | | | | |
impacts on ecosystems 3 3 3 3
; | ; ; ;
Management and Sales restrictions due to stricter regulations and deterioration of 3 3 3 3 3
reduction of chemical profits due to reputational risk i | [ S i . . . i Key i £2
substances Adverse impacts on ecosystems due to air, water, and soil pollution | | | |
. ) — : : 3 3 3
Water resource Operational shutdown at production bases with high water stress | A ! ! !
. . . | PRy 000 <y | B
conservation Water resource depletion in areas with high water stress ; | i | |
i ! i i i
5 . 5 Loss of ecosystems and progression of global warming resulting | | | | |
Pr ing biodiversi ; . I ! ! ! !
otecting biodiversity from raw materials procurement and business activities ! | . . . ! . ! Key ! E4
| | | | |
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X . Business opportunities / -~ Business risks Financial impacts Social impacts Likelihood Materiality
Sustainability items o - ) S ) . ESRS
Positive social impacts / /- Negative social impacts High<— > Low | Low «<— > High Velz dhalin e herfzen assessment

Providing safe,

Higher demand for air conditioners due to rising temperatures

Contribution to the reduction of health problems, such as

v

communities

reliable and comfortable ) ’ X ! ! | . ! o E1
T increasingly severe heatstroke and sleep disorders, and to i 3 i i Top priority i
improved productivity ! | | | |
Expansion of solutions business to address challenges throughout | i i i i
the customer's product life cycle, including energy management, in | i i i i
Providing new customer response to growing demand for energy conservation § _ § . § ‘ . . § \/ § ”
value through solutions Provision of solutions to increasingly diverse and complex i 3 ! | Top priority |
challenges of customers, including comfortable environments, ! ] | | |
energy saving, labor saving, and CO2 reduction ! : ! ! !
Improving product safety Reduced recall risk and enhanced brand value | | | | |
- ke teeh | ] poD el
and quallty Increased warranty risk due to decline in quality i 3 ! | |
Building a foundation to ij):?i/zaalﬂgn of human resource value to improve productivity and i i i i \/ i
Contribution to employment and talent development in each ! ! ! ! Top priority |
challenges and growth ) ‘ ‘ ‘ ‘ ‘
region through human resources development ! ' ) ) )
Strengthening of Exoanson of bus s throudh ’ : ! : : N4 :
IR reseuraEs lee xpansion of business opportunmest rough improve | | . | . . . | | S1
X development of leadership i | | | Top priority |
to business strategy | ; | | |
Establishment of competitive advantages through the creation of § § § § §
new businesses | | | i i
Creation of new value through innovation in air-related and ! ! . . ! . . . ! / !
environmental technologies i | | | |
Establishment of competitive advantages through initiatives to | | | | |
Engagement in public polic reduce environmental impacts | ! 3 3 3
T . ...c.n. e . I rv» e0e - =
and rulemaking Reduction of environmental impacts through the promotion of ! ! ! ! !
appropriate environmental policies | | | | |
Transaction suspensions, procurement delays, and damage to the | | | | |
Respect for human rights company’s image | . 2 | o0 Key los1,s2
Growing risk of human rights infringements in the supply chain i 3 i i i
Occupational health Frequent occupational accidents and risk of operational shutdowns | | | | |
S e | Py 000 v | s
and safety Occupational accidents within Daikin | | | | |
Contributions to local Job creation in the regions where Daikin operates % — i | 4 2 2 % . . ‘ % Key % S3

016
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Business opportunities / -~ Business risks Financial impacts Social impacts Likelihood Materiality

Positive social impacts / /- Negative social impacts High<— > Low | Low «<— > High Velve dhefin Tiwe [ezen assessment

Sustainability items ESRS

Governance

Strengthening of the oversight function through improved

to violations of laws or corporate scandals

i | | | |
\ ‘ \ \ \
| | ‘ ‘ ‘
Corporate governance management infrastructure and enhancement of corporate value | | » . @@ | Key LGt
through early decision-making i | i i i
i : T i i
Strengthening of resilience and sustainable corporate development i | i i i
. Deterioration of performance due to declining competitive i | | | |
Risk management advantages and damage to corporate image : | | | |
(information security and 9 9 P 9 ! _ 3 ... | . ' . | Key | -
geopolitical risk) Interruption or suspension of business operations, leaks of | ; | | |
confidential information or personal data, and increased | 3 | | |
procurement costs due to escalating supply chain risks | i | | |
1 ! | | |
. Damage to Daikin's image and deterioration of performance due i | | | |
i ! I I I
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Priority Sustainability Items

Stakeholder Engagement

Stakeholder Feedback on Materiality

Based on the evaluation results from Step 2, we sought
confirmation from institutional investors and external experts
regarding the methodology and process used to identify
materiality, as well as the validity of the order of priority.
We incorporated the feedback received into the materiality
identification process.

Examples of Opinions Received

» Daikin should position climate change response as a
top priority of its corporate posture, with the goal of
providing safe, reliable, and comfortable air environments.
The ability to both “mitigate” and “adapt” to
climate change is a unique feature of air conditioning
manufacturers (opinion from an academic).

* The methodology for identifying materiality is based on
guantitative assessments using indicators such as severity
and financial impact, making it convincing (opinion from
an institutional investor).

Regular Two-Way Communication

Daikin gathers the opinions of stakeholders, reports

these to company officers, and reflects them in our
management, all with a focus on stakeholder engagement.
Daikin’s main stakeholders include customers, shareholders
and investors, business partners, employees, and local
communities. Daikin is also involved with national and local
governments, as well as industry associations. But no single
group of stakeholders has priority over another; they are all
important to Daikin.

Stakeholder Engagement Efforts

Management

Csep 1) stsp2 3 step3 ) sipa D step

Stakeholders

Main dialogue methods and opportunities

Main dialogue
representatives at Daikin

Customers

069 Social Markets and Customers
Providing New Customer Value Through

Solutions

e Daily sales activities and dialogue during repair visits

e Contact Centers and Showrooms

e “Thank You" sales events and product explanations at
distributors

e Website and social media

Sales divisions
Service divisions
General affairs divisions

Shareholders and investors
@L Investor Relations

e Shareholders’ meetings, briefings for investors, and
response to individual requests for information

e Integrated Report, business reports and information for
investors, Sustainability Report

* Website

General affairs divisions
Investor and stakeholder
relations divisions

Procurement business partners
116 Social Supply Chain Management

e Daily procurement activities and quality audits
e Supplier briefings and Supplier Quality Conferences

Procurement divisions

Employees

090 Social Daikin Employees

¢ Interviews based on daily dialogue and employee self
assessments

e Labor-management council meetings with the labor
union and labor union council meetings

¢ Group Management Meeting and managers’ meetings

All divisions

Human Resources Division
Corporate Planning
Department

National and international organizations

Eﬁ 088 Social Markets and Customers
Engagement in Public Policy and
Rulemaking

e Dialogue with government representatives in each
country
e Dialogue with UN representatives

Public relations divisions

Universities and academia

077 Social Markets and Customers
Creation of Innovation

e Air Conditioner Forums (Konwakai)
e Joint research and joint development

Public relations divisions
Research divisions

Other businesses, industries

077 Social Markets and Customers
Creation of Innovation

e Joint research and joint development
e Participation in industry activities

Research divisions
Sustainability divisions

NPOs, NGOs

088 Social Markets and Customers
Engagement in Public Policy and
Rulemaking

e Dialogue with NPOs and NGOs

Sustainability divisions

Communities
Eﬁ 123 Social Affected Communities

e Informing local communities of emergency disaster drills

e Factory tours and involvement with local groups and
events

* Providing environmental education

Group companies
Daikin bases
Sustainability divisions
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Priority Sustainability Items

Management

Key Sustainability Themes and Management Structure EXDESIDESIDETIDETIN

Identifying Top Priority Themes and Incorporating Them into Our Strategic Management Plan

Following discussions within the CSR Committee and approval by the Board of Directors, Daikin has identified five top priority themes and 14 key themes that it will focus on in its sustainability
initiatives. Of the sustainability themes to prioritize, we incorporated the five top priority themes into the Fusion 30 Strategic Management Plan and established sustainability KPIs and quantitative
targets. For each of the 14 key themes, too, we have set KPIs and quantitative or qualitative targets (see following pages). We will work to achieve each of these targets as we aim to be a sustainable

company of choice worldwide by creating new value through the environment and air.

Relationship Between the Five Top Priority Sustainability Themes and Fusion 30 as well as Targets (Fiscal 2026 Onwards)

Top priority themes
M Environment [l Social M Governance

Activity details

Development directions targeted under

the Fusion 30 Strategic Management Plan

FY2030 metrics and targets

Related pages

M Providing safe, reliable and

Going forward, provide value with air for
healthier and more comfortable living by
promoting the spread of sustainable air

Expand our business in growth areas

Access to sustainable air conditioning
infrastructure that provides safe, secure, and

comfortable air environments conditioning infrastructure, primarily in India, the i:cC:nij;ge ICI;Ar]E,:drgglgn,‘Ewhere our comfortable air environments Eﬁ 066
; : valu
Middle East, and Africa (IMEA), where Y 1.0 billion people (rotal from Fr2018 to Fr2030)
middle-class consumption is expected to grow
In addition to expanding sales of
) o View contributions to decarbonization as a energy-efficient equipment, develop Reduce GHG emissions throughout the life cycle
M Reducing GHG emissions business opportunity, and promote the reduction solutions that contribute to customers’ 40 ) )
throughout the life cycle of GHG emissions throughout the entire life cycle CO: reduction, aiming to achieve both % reduction per unit of net sales &3 028
of our products, from procurement to disposal business growth and GHG emissions (vs FY2022)
reduction
Leverage strengths in air conditioning Accelerate the growth of our
M Providing new customer value T[e;hnto!og{' data,.gnd Cgllabfrarli.n Wltth-rthzrt solutions business, which helps Sales ratio of the solutions business: 40%
through solutions nustres 1o provide ophmal solutons fatlored 1o resolve challenges throughout the (FY2025: 28%) [ 069
customer needs for each application and create , ire lif. | neer
new customer value customer’s entire life cycle
Leverage the diverse individual strengths and Under the principle of
M Building a foundation to ur?'que qualities of eaclf.mploye‘:'jf enhance “people-centered management, ” . . '
support each individual’s the organization’s capabilities, and by increasing strengthen human resources to PCM Behaviors degree of implementation: 75% &E 090
e their motivation and sense of fulfillment, aim to | busi ¢ ) (FY2025: 61%) L
9 9 improve the overall strength and competitiveness accelerate business transformation
of the Group and forge a path to the future
Develop HR strategies aligned with our Globall | ; ot
y, accelerate the identification, D .
: evelop global senior management and
M Strengthening of management strategy, and strengthen our deployment, and development of P9 . 9
. organizational human resources capabilities by . : leadership candidates
human resources linked to , . . diverse leaders suited to our & 091
securing, developing, and deploying talent to =

business strategy

lead business transformations that will drive
future growth and development

businesses and regions to promote
the localization of management

Over 2,000 people

(FY2025: 600 people)
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Key Sustainability Themes and KPlIs

Management

The key sustainability themes we intend to prioritize are listed in the table below. We have set targets to achieve by fiscal 2030.

Targets for the 14 Key Sustainability Themes (fiscal 2026 onward)

Key themes
M Environment M Social M Governance

Activity details

FY2030 metrics and targets

Related pages

M Respect for human rights

e Advance initiatives in line with the implementation of human rights
due diligence and for the establishment and operation of remedy
mechanisms (for our own employees and business partners)

¢ Thorough dissemination of human rights policy; 100%
implementation rate of education and training
e Completion of the CSR survey: 100% of all locations

&
=

M Building a refrigerant eco-cycle

* Promote the establishment of a refrigerant eco-cycle (recovery,
recycling, reclamation, and destruction) globally, based on the
regulatory situation and infrastructure for recovery, recycling, and
reclamation in each country and region

e Increase the amount of refrigerant recovered, recycled, and
reclaimed from the market

@&
2

M Occupational health and safety

e Provide safe work environments and aim for zero accidents

e Zero accidents at all business locations

&
=

¢ Implement initiatives in collaboration with industry, governments,

e Participate in the formulation of international environmental

M Engagement in public policy and rulemaking anq international organizations to reduce environmental impacts on standards, such as those for evaluating air conditioning performance EE' 088
society as a whole
* Develop and disseminate differentiated products and create core
B Creation of innovation technologies associated with them e Global R&D investment: 550 billion yen (cumulative total over three =2
¢ Implement collaborations to accelerate development and open up years starting from fiscal 2026) U 077

market opportunities

Il Management and reduction of chemical substances

» Work to minimize PFAS! emissions from factories
 Recover, reuse, recycle, and destroy fluorochemical products
manufactured in-house

» Maintain current level of PRTR2 substances and volatile organic
compounds (VOC) emissions

&
3

M Risk management
(Information security and geopolitical risks)

e Strengthen appropriate and smooth risk management capabilities for
risks surrounding the company

e |dentify critical operational risks and implement effective
countermeasures

&
=

[l Compliance

¢ Disseminate and thoroughly implement the Group Compliance
Conduct Guidelines at each Group company

¢ Thoroughly disseminate the Group Compliance Conduct Guidelines

&
=

M Promotion of resource circularity

¢ Consider utilizing recycled materials (metals and resins)
¢ Reduce the amount of resources used

¢ Expand the adoption rate of recycled materials such as metals
(aluminum, copper, iron, rare earths, etc.) and resins
® Reduce the use of rare earths

&
&

1 Perfluoroalkyl and polyfluoroalkyl substances

2 Act on the Assessment of Releases of Specified Chemical Substances in the Environment and the Promotion of Management Improvement
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Management

021

Key themes
M Environment M Social M Governance

Activity details

FY2030 metrics and targets

Related pages

¢ Degree of independence from the company, diversity, and

e Percentage of external directors and Audit & Supervisory Board
members: over 50% (Daikin Industries, Ltd. only)

| Caperie gorEnEEe transparency of the Board of Directors e Percentage of female directors and Audit & Supervisory Board Ea 128
members: over 30% (Daikin Industries, Ltd. only)
_— . * Pursue activities focused on protecting the environment, supporting e Each production base conducts skills training and hosts factory tours
|Gl ool i (e Eemmifes education, and living in harmony with communities for local residents 123
. ) e Company-wide Total Quality Management (TQM) as well as global e Completion rate for quality e-learning: 100%
s e v Sefisi Bl ety product safety and quality improvement (Daikin Industries, Ltd. only) EE' 074
e Reduce water intake per unit of production by 5% compared to the
) . o ) standard value* in areas with high water risk
[l Secure access to water resources ¢ Reduce water intake at production bases with high water risks Eg 058
* Average value from fiscal 2023 to fiscal 2025 or for fiscal 2025
(depending on location)
* Implement forest restoration activities around the world in e Carry out greening and biodiversity conservation activities at each
[l Protecting biodiversity collaboration with NGOs production base and in the surrounding areas Ea 062

¢ Promote greening activities at factories and in surrounding areas

Sustainability Management Structure

Daikin has categorized key themes into top priority themes and key themes toward achieving sustainable development in its businesses and in society as it strives to resolve society’s challenges through
its business activities. We consider sustainability as one of the top priorities of management, and we have established a CSR Committee, chaired by the officer in charge of CSR, to guide our activities
and manage their progress. The CSR Committee, with the CSR & Global Environment Center and relevant corporate departments jointly serving as its secretariat, comprehensively and cross-functionally
promotes sustainability activities across the entire Group. The committee is composed of officers in charge of priority themes such as the environment (climate change response) and human resources
(human capital), while the COO also participates. The committee meets regularly throughout the year.

The committee discusses, from a medium- to long-term perspective, the direction and vision of the Group, the progress of key themes, and the challenges in promoting them, taking into account
social trends and the actions of other companies. The decisions made by the committee are reported to the Board of Directors after consultation with the CEO.

In fiscal 2025, the CSR Committee met on three occasions. During these meetings, the committee discussed the challenges the Group should address from the perspective of resolving social
challenges, in light of the discussions regarding Fusion 30, our next strategic management plan. We also decided on the sustainability themes that we should prioritize and the KPIs to measure progress.

The committee reported and discussed our response to growing international demand for sustainability information disclosure regulations, our efforts to improve the disclosure of information
regarding human capital, and the progress of measures toward achieving carbon neutrality.

In line with Fusion 30, which kicked off in fiscal 2026, we integrated the CSR & Global Environment Center and the Tokyo Office’s Public Relations Department to form the Corporate Sustainability
Office in July 2026 in order to implement a highly consistent sustainability management structure throughout the company. In conjunction with this, the CSR Committee was renamed the Sustainability
Committee. We will advance sustainability themes such as “Challenge to Achieve Carbon Neutrality” and “Initiatives for a Circular Economy.” We will establish a value creation cycle through information
disclosure and stakeholder engagement, and we will contribute to resolving social challenges through our business by communicating a consistent message both internally and externally.
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Activity Results

Highlights of Our Activities Between Fiscal 2021-2025

Results of Fusion 25 Strategic
Management Plan

Under the Fusion 25 Strategic Management Plan, which
ended in fiscal 2025, Daikin worked to create new value,
aiming to find solutions to social challenges through its
businesses and to achieve sustainable growth. From fiscal
2021 to fiscal 2025 under Fusion 25, we organized our
key sustainability themes into “Value Provision Themes”
and “Foundational Themes” and set metrics and targets
for our activities. The main progress and achievements
during this period are discussed below.

Value Provision Themes

Daikin set “challenge to achieve carbon neutrality” as one
of its key strategy themes under Fusion 25, and toward this
end, we worked to reduce GHG emissions throughout the
entire life cycle of our products, from development and
production to use and disposal. Using fiscal 2019 as the
base year, we set a target of reducing net GHG emissions by
more than 30% by fiscal 2025 compared to a business as
usual (BAU) scenario without countermeasures. Through
the widespread adoption of environmentally conscious
products and advancements in energy-saving technologies,

Management

we achieved an actual reduction of 34% in fiscal 2025.
In the area of monozukuri (development and production),
our aim is net-zero GHG emissions at all plants, excluding
chemical plants, by fiscal 2030, and as of March 2026,
three of our factories had already achieved this target.
In terms of offices, we achieved net-zero GHG emissions
across 70 major office locations in Japan.

In the Fusion 25 latter-half three-year plan, we added
“circular economy” as a key strategy theme and accelerated
our efforts to build a refrigerant eco-cycle that recovers,
reclaims, and reuses refrigerants.

As a company that supplies both air conditioning
solutions and refrigerants, we endeavored to reduce
environmental impacts while promoting the widespread
adoption of air conditioning infrastructure as a
means to contribute to people’s health and support
economic development.

As part of the strategy to enhance our management
foundation under Fusion 25, we promoted the creation
of an organization where diverse talent can thrive under
the goal of “Improving HR capabilities through advanced
diversity management.” In fiscal 2024, we formulated PCM
Behaviors, a set of behavioral guidelines for each and every
employee of the Daikin Group, at the same time that we
revised the Group Philosophy. We also strengthened our

Quantitative Targets and Results for Net Sales and ESG-Related Metrics Under Fusion 25

FY2020 results FY2024 achievements FY2025 target FY2025 results
Net sales 2.49tri|lion yen 4.75tri|li0n yen 4.55tri|lion yen 5.02tri|lion yen
Reduction rate of net GHG emissions*
(Compared to BAU with 2019 as base year) 7 % 2 7 % Over 3 0 % 3 4 %

* Defined as the total after subtracting our contribution to emissions reduction from our total GHG emissions.

talent base, the source of our global competitiveness,
by enhancing executive development and HR development
in key domains.

Foundational Themes

In response to growing social demand for supply chain
management and human rights, we formulated the Daikin
Group Human Rights Policy in 2022 and stepped up our
efforts to respect human rights. We promoted responsible
procurement throughout the entire supply chain and advanced
the establishment of a sustainable procurement system
through CSR questionnaires and corrective support for our
business partners.

To strengthen corporate governance, we increased the
independence and diversity of our Board of Directors, raised
the ratio of external directors, and promoted the appointment
of female directors. Additionally, we strengthened our
global risk management system and enhanced our legal and
compliance functions in key regions, thereby developing a
management foundation that can respond to changes in
the operating environment.

Fiscal 2025 Targets and Results

See the next page for our sustainability targets through fiscal
2025 and results.

The targets for fiscal 2026 and beyond have been
newly set based on the results of the review of our
key sustainability themes and the Fusion 30 Strategic
Management Plan.

019 Management Daikin’s Sustainability Key Sustainability
Themes and Management Structure
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Activity Results
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Sustainability Targets and Results (FY2025)

Social

Governance Data

We set targets for fiscal 2025 for each of the “value provision” themes and the “foundational” themes and worked on them as a Group. As a result, we achieved nearly all of these targets.

Sustainability Targets and Results (FY2025)

2 Target achieved / 3 Target not achieved

Key Themes Medium-Term Targets Quantitative Indicator FY2025 Results Explanation of Index
y g p
¢ Reduce net GHG emissions throughout * Net GHG emissions from our own business ® 34% reduction * We measured the extent of reduction in
o 30 ) operations net GHG emissions from our own business
Leading the entire life cycle by % or more in operations
. fiscal 2025 compared to BAU, with 2019
Clh'mate as the base year
Change - . - .
sol t.g * GHG emissions from manufacturing ¢ GHG emissions from manufacturing * 690,000 tons-CO2 ¢ We measured how much we reduced
CldE (development and production): >» GHG emissions generated from product
1 1 i COv in fiscal 2025 (47% reduction compared to fiscal 2019) manufacturing and other processes
= 1 million tons-COz2 in fiscal
Circular * Recovery, recycle, and reclamation of * Amount of refrigerant recovery and reclamation * 3.68 million tons-CO2 * Measure the refrigerant recovered from the
e refrigerants from the market through the from market >»» market or reclaimed by Daikin and reclaimed
. iy establishment of a refrigerant eco-cycle refrigerant purchased by Daikin (in CO2
Environmental Readiness equivalent)
3
g Management * Reduce chemical substances emissions * Reduction rate of PRTR substances and volatile * 50% reduction * Measure how much PRTR substances and VOC
= and per unit of production, including PRTR organic compounds (VOC) emissions emissions were reduced compared to the base
= s 1 0 o value (average from fiscal 2013 to fiscal 2015)
5 Feli@dei substances and VOCs, by % in fiscal
= of Chemical 2025, based on the average value from
S Substances fiscal 2013 to fiscal 2015
o
S
o
g i : e Carrying out forest conservation activities * Number of communities receiving support * 7 locations around the world including World * Number of locations receiving support where
= 1 Protecting ) - " . ] P ;
© ! Biodi : in various parts of the world where critical Natural Heritage sites we worked with international NGOs and others
> i Biodiversity forests are being lost at a rapid pace »» to implement conservation activities
|

Value with Air

* Net sales of IAQ/Ventilation business

380 billion yen in fiscal 2025

 Net sales of IAQ/Ventilation business

* 439.8 billion yen
»>»

* We used net sales to measure the extent to
which we provide a safe, reliable, healthy and
comfortable air environment

Customer Satisfaction

* Net sales of Solutions business*

1 ,280.0 billion yen in fiscal 2025

o Establish service network covering all
regions worldwide

 Net sales of Solutions business*

* Customer satisfaction with after-sales services

* 1,400.7 billion yen
»>»

.15 China........ 1.04
.28  France....... 1.03

* We used net sales to measure the extent to
which we provide solutions tailored to needs

1
|
1
|
i
|
i * We measured customer satisfaction (setting the
! base year as 1.00)

i

1

i

|

H

* Total of commercial, residential, and refrigeration solutions
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Key Themes

Medium-Term Targets

Quantitative Indicator

FY2025 Results

Explanation of Index

Human Resources

¢ Maintain and increase the development
of leaders globally

* Ratio of excellent skilled engineers and
advanced skilled engineers in strategic
engineering positions

1 in 4 in fiscal 2025

* Number of persons participating in executive
management and leadership development programs

* Ratio of excellent skilled engineers and advanced
skilled engineers in strategic engineering positions

 Held in regions around the world including North
America and Asia
There were 37 participants in the Group’s next-
generation leadership development program

¢ 1in 5.5 employees
».

* We measured the number of participants
in executive management and leadership
development programs as an indicator for
measuring the development of executive
management and leadership globally

* We measured the number of persons developed
with advanced engineering skills and knowledge
and who can lead manufacturing

e Increase ratio of female managers

* Maintain and increase percentage of
overseas bases where local nationals are
president

* Number of female managers

* Percentage of overseas bases where local nationals
are president

* 132 employees (9.3%)
(Daikin Industries, Ltd. only)
»>»

* 41% (overseas bases)
»>»

* We measured the number of participants
in executive management and leadership
development programs as an indicator for
measuring the development of executive
management and leadership globally

* Frequency rate of lost work time

accidents: 0

* Frequency rate of lost work time accidents

* We measured whether manufacturing bases
are operating safely

Co-Creation

 Research and development expenses
390 billion yen from fiscal 2023 to
fiscal 2025

 Promotion of industry-government—
academia and industry—industry

© Research and development expenses

* Number of cases of industry—government-academia
and industry-industry collaboration

* 408.9 billion yen from fiscal 2023 to fiscal 2025
»>»

* 189 industry—government-academia and 12
industry—industry cases
(Daikin Industries, Ltd. only)

* We measured the investment amount for value
creation and the number of cases of industry—
government-academia and industry—industry
collaboration

collaboration »>»
* Thoroughness of respect for human rights o Self-assessment implementation rate ®99% * We measured how thorough we were in respect
Respect for Human Rights and implementation of human rights due for human rights through the implementation
diligence rate of self-assessments
e Increase Class A CSR procurement © Class A CSR procurement achievement rate * 84% * Ratio of suppliers who satisfied Daikin’s Class A

Supply Chain Management

achievement rate among all suppliers

in-house standards to total procurement value

Stakeholder Engagement

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

* Number of forums held, number of outside
participants

* Held 4 times around the world with a total of
66 people, including university professors and
specialists from 18 countries taking part

* Number of dialogue sessions with experts
around the world related to our core business
of air conditioning

Communities

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

 Expenditure for social contribution activities

* 1.6 billion yen

* Monetary amount, through donations,
goods, and other ways, that we provided to
communities

Corporate
Governance

* Degree of independence from the
company, diversity, and transparency of

* Number of directors who are outside the company,
women, and foreign nationals

5 external directors, 2 female directors,* 2 foreign
national directors among the 10 directors (Daikin

* We measured the diversity of the make-up
of directors

each and every employee

Corporate the Board of Directors Industries, Ltd. only)
Governance * Appointment of female officers from * Number of female officers appointed from inside 2 (Daikin Industries, Ltd. only) * Appointment of female officers from inside
inside the company: 1 or more in the company the company
fiscal 2025
Risk e Strengthen appropriate and smooth risk * Number of meetings of the Corporate Ethics and * Held committee meetings and regional meetings * Number of meetings as a way to ensure
management capabilities Risk Management Committee and regional legal and 2 times and 2 times, respectively thorough implementation of policies globally
Management
9 compliance committees
i * Strengthen and upgrade global legal and * Self-assessment implementation rate ©99% | Implementation rate of self-assessment as a
i Compliance compliance systems i way to foster compliance awareness among
i i
1 1

Note: Self-assessment refers to a self-check system for verifying the status of compliance with the Group Conduct Guidelines.

* As of July 1, 2026
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