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Environmental Management

Basic Environmental Policy and Management Structure

Basic Policy

Basic Environmental Policy of the Daikin Group ) Environmental Policy of the Daikin Group in Japan

Daikin promotes environmental management throughout the Group based on the
Basic Environmental Policy of the Daikin Group.

Basic Environmental Policy of the Daikin Group

Lead the Way to an Environmentally Conscious Society

As we continue developing our business operations in various fields, it is our mission to proactively develop initiatives to respond to environmental issues. Incorporating environmental initiatives

throughout our management must be a priority for us.

In all aspects of our business operations, including product development, manufacturing and sales, we need to formulate initiatives that sustain and improve the environment. Meanwhile, we

need to promote the development of new products and the innovation of technologies that will lead to a more environmentally healthy world.

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

“environmental management,” thus contributing to a healthier global environment as a good citizen of the earth.

Action Guidelines

1. Ensure that all members of the Group deepen our understanding of environmental 4. Implement environmental initiatives that are globally consistent as well as promote
issues and take responsibility for the impact our actions have on society in general. initiatives that respond to the particular circumstances of each country and region.
Furthermore, actively promote cooperation and alliances with related companies,

2. Establish, promote, and continuously improve an Environmental Management System

to actively and effectively implement Environmental Management as a Group. external organizations, and institutions.

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

environmental preservation efforts.

5. Disclose environmentally related information in a truthful and fair manner. Listen to
the views of people both inside and outside the company to continuously improve our
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Environmental Management Structure

Daikin promotes environmental management globally following the Basic Environmental Policy
of the Daikin Group. We manage environmental issues in each of the five regions including
Japan, Europe, the Americas, China, and Asia/Oceania through regional environmental
meetings and product environmental meetings.

Regional environmental meetings are held in each region of Europe, the United States,
China, and Asia/Oceania, annually and attended by environmental managers from each base.
In addition, we hold Global Environmental Meetings as needed. The president, the officer
responsible for the environment, and senior environmental managers from each location participate
in these meetings to share the Group’s policies and medium- to long-term targets, deepen
discussions on how to achieve those targets, and strengthen initiatives at each location.

With regard to reducing products’ environmental impacts, product environmental
meetings are also held every year, with promotional managers of each region attending.
Policies and the development and promotion of environmentally conscious products are
discussed, such as products that utilize refrigerants with lower global warming potential and
energy efficient inverter technology.

Important themes are then deliberated on by the Sustainability Committee, and reported
to the Board of Directors after being proposed to the CEO.

026 Environment Environmental Management Basic Environmental Policy and Management
Structure

@ Environmental Policy of the Daikin Group in Japan

Structure Driving Environmental Management

Board of Directors

Sustainability Committee

Chairperson: Officer in Charge of Sustainability

Directors in Charge of Environmental Protection [kl LRSI
relevant corporate divisions
Corporate Sustainability Office

Environmental Management Council

Product Environmental Meeting

Regional environmental meetings

Regional environmental meetings

Introduction

Environment Social Governance Data

Management

Environmental Management System

Daikin has built and operates an environmental management system (EMS) in accordance with
ISO 14001. The creation of environmental management systems is under way at companies
that are new to the Daikin Group as we work toward obtaining ISO 14001 at all bases. The
relevant data also undergoes third-party verification to ensure its reliability.

At each Daikin production base and office, systems are in place to minimize environmental
damage in the unlikely event that an accident or fire should occur. Also, we seek closer interactions
with nearby residents’ associations and maintain an emergency contact system coordinated
with local communities.

@ Daikin Bases Certified for ISO 14001

Ea 166 Data Third-Party Verification

See below for the number of serious environmental law violations and the percentage of employees
working for ISO 14001 certified organizations

@5 155 Data ESG Data Environment Environmental Management

Environmental Audits

In compliance with ISO 14001, Daikin undergoes inspections by certification bodies and
implements internal audits annually. Internal audits focus on verifying compliance with
standards and legal requirements, and corrective actions are taken if non-conformities
are found. Furthermore, Daikin’s domestic Group companies continue to provide regular
training and on-the-job instruction to improve the skills of internal auditors and ensure strict
adherence to audit standards.

See below for findings from our environmental audits

[§2] 155 Data ESG Data Environment Environmental Management

Green Heart Factories and Offices

In 2005, Daikin established Green Heart Factory, its own unique system to evaluate and
certify the environmental and social performance of production bases. Every two years, we
evaluate efforts to reduce CO2 emissions, other emissions, and water usage, as well as factories’
achievement of the SDGs targets for addressing social challenges, certifying them according to
the four levels of platinum, gold, silver, and bronze.

Additionally, Daikin Industries began the Green Heart Office initiative in 2011 to promote
environmental activities at non-production bases. This initiative evaluates and ranks initiatives
from perspectives such as systems and management, energy and resource conservation, the SDGs,
and awareness and education.

042 Environment Climate Change Initiatives in Manufacturing (Development and Production)
and Offices
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Climate Change

Challenge to Achieve Carbon Neutrality

Basic PoIicy Overview of Daikin’s GHG Emissions (Scope 1, 2, 3) (FY2025)

Total 2 90 . 2 5 million tons-CO2 @) : Combustion of gas, etc. @) : Power consumption @) : Impact of refrigerant

ETEE 1.6%
Procurement of raw '
materials & parts 1.6% Procurement and logistics, etc.

* Emissions in parts and materials 4.63 million tons-CO2
procurement, logistics, etc.

Development &

[Scope 1] [ Scope 2] [ Scope 1]
production 0.2« o 0.1% e 0.1% 9 0.04+%

The reduction of GHG emissions represents one of Daikin’s
most important sustainability themes. We strive to reduce
these emissions throughout the entire value chain, from
raw materials procurement to disposal of end-of-life
products.

Daikin’s GHG Emissions

G . . o Emissions in the manufacturing and Fuel combustion Use of electricity, heat, Fluorocarbons
Daikin’s GHG emissions throgghout ‘the valug chaln development process (CO2, HECs, PECS) 0.93 million tons-CO2 and steam (HFCs, PFCs, etc.)
are calculated based on the international guidelines 0.36 million tons-CO2 0.11 million tons-CO2
of the GHG Protocol.* The energy consumption of air
F:ondlt|oners in operlat.|on and ‘relfrlgeranfcs has a large o ] ] .3% o 693% 9 36%
impact on GHG emissions. Daikin establishes and Usage 84 30/
implements initiatives based on these calculation results . ®  Use of combustion-type Power consumption Refrigerant leakage during
with set targets and plans. « Emissions from using Daikin products in space and water heaters during air conditioner use air conditioner use
* An international guideline on the calculation and reporting of GHG emissions. The USRI 32.87 million tons-CO2 201.22 million tons-CO2 10.51 million tons-CO2

standard for businesses divides emissions into three scopes (Scope 1, 2, and 3),
with Scope 3 divided into 15 categories.

Important measures Important measures Important measures

Q Greenhouse Gas Protocol Switching to Switching to Converting to
- heat pumps inverter products low-GWP* refrigerants
€) 0.044 O 13.34
i o
Dlsposal 1 34 2 Transportation and Refrigerant released into the atmosphere
Lo N disassembly of the
* Emissions/impacts during disposal of product itséllf 38.64 million tons-COz

Daikin products

0.13 million tons-CO: .

Establish an eco-cycle
of refrigerants

¢

Note: In addition, any COz2 (0.5%) resulting from capital investment, transportation, and distribution is also calculated based on the GHG Protocol.
* Global Warming Potential

146 Data ESG Data Mitigating Environmental Impacts in the Value Chain
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Targets and Measures for
Carbon Neutrality

Initiative Overview

Daikin aims to achieve net-zero GHG emissions throughout
its value chain in 2050. We are working on reducing
emissions in line with the 1.5°C scenario, which aims

to limit the global average temperature increase due to
climate change to 1.5°C above pre-industrial levels. To
achieve this, we will focus on reducing emissions from
development, production, and office operations, which
are under our direct control, while also reducing power
consumption during product use and minimizing the
environmental impact of refrigerants. By creating and
spreading products and services with low environmental
impact, we contribute to increasing avoided emissions
in society. To reduce net emissions, we are executing
various measures to reduce emissions and increase
avoided emissions by incorporating them into our Fusion
strategic management plan.

Under the Fusion 30 Strategic Management Plan,
which began in fiscal 2026, we aim to achieve both business
growth and reduction of GHG emissions by expanding
sales of energy-saving equipment and strengthening
our solutions business, which helps our customers lower
their own emissions. Accordingly, we have revised our
company-wide targets for fiscal 2030. These revised
company-wide targets are consistent with the fiscal 2030
targets set in the Fusion 25 Strategic Management Plan
(see next page). They are also based on the premise of
achieving these initial targets.

012 Management Daikin’s Sustainability Environmental
Vision 2050

Contents Introduction Management

Company-Wide Targets for FY2030

Under Fusion 30, we have set the following targets and
aim to achieve net-zero GHG emissions across our entire
value chain by 2050.

Company-wide targets for GHG emissions by FY2030'

* Reduce emissions per unit of sales by 40% compared to
FY2022 levels
* Increase avoided emissions? to 60 million tons-C0O2

Entire life cycle

Reduce

Reduced

emissions per

unit of sales 0 08

kg-CO2/yen
0.05
kg-CO2/yen
FY2022 FY2030
(base year) (target)
| ided FY2022 FY2030
ncrease avoide (base year) (target)

emissions

]7 6 mHhc\ I
tons-CO2

60 million

tons-CO2

* Achieve net-zero emissions in machinery factories and offices,
excluding chemicals plants

Monozukuri/Offices

1 This target is based on certain assumptions, including carbon pricing and green
electricity, in addition to reducing electricity emission factors in countries around
the world. If these assumptions fluctuate far beyond expectations, the timing of
achievement and whether the targets are met may be affected.

2 Based on IEC 63372, the calculation covers products with lower emissions.

Environment Social

Governance Data

Avoided Emissions

Daikin calculates its avoided emissions as the amount

it contributes to reducing GHG emissions across society
through the promotion of its low-environmental-impact
products and services. The calculation is performed using
emissions from conventional products as the baseline to
determine the amount of possible reduction in emissions
when using Daikin’s products and services.

Daikin has participated in discussions on the
establishment of rules governing avoided emissions
conducted by the World Business Council for Sustainable
Development (WBCSD), the International Electrotechnical
Commission (IEC), and the GX League promoted by the
Ministry of Economy, Trade and Industry. In January 2026,
the IEC standard (IEC 63372), which sets out international
rules for calculating avoided emissions, was published.
Under Fusion 30, we set targets for fiscal 2030 while also
referencing these rules.

See below for data on contributions to GHG emissions reductions
and examples of approaches to calculating avoided emissions

Ea 147 Data ESG Data Environment Mitigating
Environmental Impacts in the Value Chain
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Fiscal 2025 Results

Environment

Daikin set “Challenge to Achieve Carbon Neutrality” as one of its growth strategy themes in the Fusion 25 Strategic Management Plan. Daikin implemented a number of measures to reduce its
net GHG emissions’ by at least 30% in fiscal 2025 and by at least 50% in fiscal 2030, with 2019 as the base year, assuming BAU.2 Through reductions in emissions associated with monozukuri
(development and production) and offices, reduced power consumption during product use, and reduced emissions from the environmental impact from refrigerants, the reduction rate in fiscal 2025
reached 34%, achieving the target set for fiscal 2025.

T Defined as the total after subtracting avoided emissions from our total GHG emissions.
2 Business As Usual: BAU refers to emissions in case of normal business growth without the implementation of countermeasures.

012 Management Daikin’s Sustainability Environmental Vision 2050

Reduction Targets and Results for Net GHG Emissions Throughout the Life Cycle

Emissions
Avoided emissions

sl Reduction rate of net
GHG emissions(: +[ )

B During development, production and procurement BAU

During use

[ During disposal

BAU will increase following
business growth

U

320 million tons ‘
n
-10%
4 -14%
-17%
-7%
~27% -34% \ 4
-50%
(Target)
Avoided emissions
exceeding our own
emissions
(( ((
2019 2020 2021 2022 2023 2024 2025 ) 2030 ) 2050
(base year of (Result) (Result) (Result) (Result) (Result) (Result)
Fusion 25)

Measures Aimed at Reducing Net Emissions

* Initiatives in Manufacturing (Development and Production) 042

and Offices

Emissions reduction

Reducing energy-induced and HFC/PFC-induced emissions during development
and production

* Power Consumption Reductions during Product Use 031

Emissions reduction

Increased avoided
emissions

Promoting inverter products, improving the energy efficiency of equipment
through the development of elemental technologies, expanding adoption of
energy-efficient systems

Replacing non-inverter equipment from other companies to
inverter units

* Promoting the Use of Heat Pump Space and Water Heaters 036

Emissions reduction

Increased avoided
emissions

Replacing combustion space and water heaters, increasing efficiency

Expanding sales of heat pump space and water heaters
(replacing equipment from other companies)

 Reducing the Environmental Impacts of Refrigerants 038

Emissions reduction

Increased avoided
emissions

Promoting R-32 refrigerants, developing next generation refrigerants, selecting
low GWP refrigerants and equipment development

Replacing R-410A on competing brand equipment with R-32, promoting
eco-cycle of refrigerants (refrigerant recovery, recycle, and reclamation)

Initiatives for a Decarbonized Society [§E] 044

CO2 recovery and utilization (DAC, CCU), power initiatives such as energy creation and demand
control, atmospheric water generator, etc.

Initiatives for a Circular Economy

&2 048

Recovery, recycle, and reclamation of refrigerants; utilization of recycled materials, etc.
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Climate Change

Environment Social Governance Data

Contents Introduction Management

Power Consumption Reductions during Product Use

Basic Policy

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

Life Cycle Assessment

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

In the life cycle of an air conditioner, the majority of
GHG emissions occur from electricity consumption during the
product use stage, while refrigerants also have a substantial
environmental impact. In addition to incorporating inverter
technology to reduce power consumption, we have been
promoting the use of R-32. As a result, in fiscal 2025, we
reduced CO2 emissions from residential air conditioners
by 18% and from commercial air conditioners by 26%
compared to life cycle CO2 emissions of fiscal 2010.

Example of LCA: Comparison of CO2 Emissions over Product Life Cycle'

W Materials/parts manufacturing processes M Product manufacturing processes
M Distribution processes M Utilization2 M Disposal and recycling
I Refrigerant impact3 (use + disposal + recycling)

Residential air conditioners Total: 9,876 kg-CO2
e T S T
Total: 8,070 kg-CO2 _

CO2 emissions reduced by 18%

Commercial air conditioners Total: 19,866 kg-CO:2

it -

Total: 14,734 kg-CO2

FY2025 model
R®32) O

1 Based on Daikin standards for 4.0-kW class residential air conditioners and 14-kW class commercial air conditioners.

2 Seasonal power consumption is calculated in accordance with the standard of the Japanese Industrial Standards (JIS) for residential air conditioners and the Japan Refrigeration and
Air Conditioning Industries Association for commercial air conditioners.

3 Refrigerant impact is calculated by obtaining the global warming potential per unit of weight, while factoring in the average leakage rate during the product use, disposal, and
recycling stages.

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

In the life cycle of an air conditioner, the majority of the CO2 that is emitted occurs during product use. Daikin has set strict criteria

for energy efficiency in the product use stage in order to improve the energy efficiency of products. Daikin is working to increase

annual performance factor (APF)! and integrated part load value (IPLV),2 which are used as indicators of energy efficiency. In

fiscal 2025, our top-of-the-line model had an APF of 7.3 for residential air conditioners and 8.1 for commercial air conditioners.

Note: Energy efficiency metrics and terminology vary by region. For example, SEER and SCOP are commonly used in Europe.

1 The APF represents heating and cooling capacity per kWh over one year of use of an air conditioner under specific conditions. The higher the APF, the better the air conditioner’s
energy efficiency.

2 The IPLV is an energy efficiency indicator obtained by calculating the weighted average of cooling coefficient of performance (COP) at four different capacities of machine operation.
It corresponds to the APF of a packaged air conditioner. The higher the value, the better the actual energy efficiency of a product.

031



Daikin Group Sustainability Report 2026

Promoting the Use of Inverter Products

To reduce global warming worldwide, it is crucial to spread
the use of highly energy efficient products to all countries.
Inverter technology is widely used in Japan, Europe, Oceania,
and other regions because it offers significant energy savings.
Because inverter technology can be deployed immediately
and saves energy, Daikin is promoting its widespread
adoption worldwide.

Explanation of Terms

Inverter Technology

Inverters are frequency conversion devices that control
electrical voltage, current, and frequency. Inverters precisely
control the compressor motor, the heart of an air conditioner.
Furthermore, in addition to having modified conventional
motors and heat exchangers, inverter air conditioners reduce
by 50% or more energy usage than non-inverter models
while maintaining comfort.*

Comparison of Energy Consumption (Example)

Non-inverter Inverter air
air conditioner conditioner

Energy
savings

50%

or more

100
%

* Calculated based on Daikin’s demonstration testing

Environment

Spreading the Use of Inverter Products Worldwide

To promote the spread of inverter products in homes, Daikin has been supplying high efficiency and low cost inverter products
through a partnership with China’s large air conditioner manufacturer since 2008. In fiscal 2014, we developed an inverter air
conditioner at a relatively low price especially for the Asian cooling-only air conditioner market. In fiscal 2024, we established
an alliance with a U.S. manufacturer of air conditioning compressors. We will meet the diverse needs of our customers in the
United States by providing highly efficient inverter compressors for residential air conditioning systems.

We have also worked to develop a mechanism for evaluating the energy efficiency performance of inverter products. To
ensure this performance is measured properly, we worked alongside Japan’s air conditioning industry to propose the adoption
of seasonal energy efficiency ratio SEER/SCOP as an indicator. This approach has been used in ISO standards since 2013. In
emerging countries, the use of SEER is starting to spread. Daikin is also working with governments and industry groups in Asia,
Latin America, the Middle East, Africa, and other areas to introduce indicators and standards as well as create energy labeling
systems as part of our support for creating evaluation standards.

Daikin also participates in the Conference of the Parties (COP) to the United Nations Framework Convention on Climate
Change, promoting the energy-efficient performance of its inverter technology to the international community. At COP28 in 2023,
we showcased inverter technology at the Japan Pavilion. At COP30 in 2025, company representatives also spoke at events organized
by the United Nations and government agencies.

Inverter Products as Percentage of the Residential Air Conditioner Market™*

Market 2024 2025 2026

Japan 100.0% 100.0% 100.0%
EU 100.0% 100.0% 100.0%
Australia 100.0% 100.0% 100.0%
China 98.5% 99.6% 99.8%
India 85.0% 90.0% 95.0%
Brazil 68.0% 87.4% 97.0%
Saudi Arabia 28.0% 38.0% 55.0%

Source: BSRIA Market Intelligence 2026
Note: The percentage in this report refers to the number of units sold in a given year

@ Feature of Fiscal 2023: Environment—Promoting the Spread of Energy Saving Technology

088 Social Markets and Customers Engagement in Public Policy and Rulemaking
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Environmentally Conscious Product Design

Commercialize Only Products that Meet Assessment Criteria

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

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

Product Assessment Items

. Weight reduction of products 8. Raise possibility of reuse of resources

. Use of recycled materials and parts 9. Ease of disassembly and separation of

. Packaging materials by hand

AW oN o

10. Ease of shredding/classifying for

. Reduction in environmental impact s
recycling

during the manufacturing process
11. Environmental conservation

5. Energy and resource conservation in e
capabilities

use
12. Disclosure of information

13. LCA

6. Product life extension

7. Ease of delivery/collecting/transporting

See below for the complete text on product assessment items

@ Product Assessment Items

In the chemicals divisions, when developing new products, we not only consider product
performance and ease of use, but also incorporate the LCA concept in designing products
with consideration for lower environmental impacts from raw materials procurement to use,
disposal, and recycling. We are also working alongside our business partners to promote the
creation of a system for supplying high-quality and environmentally conscious products.

Environment

Environmentally Conscious Products and Services

Daikin contributes to solving global environmental and energy problems through the spread of its
environmentally conscious products and services while providing a healthy and comfortable
air environment, as well as contributing to achieving a carbon neutral society.

Environmentally Conscious Product Sales Unit Ratio

In order to mitigate the global warming impact of its air conditioners, Daikin defines its
environmentally conscious products® as Super Green Products and Green Products, developing
and spreading the use of these products.
In fiscal 2025, environmentally conscious products accounted for 99.7% of residential

air conditioner units sold.
* A generic term that refers to Super Green Products and Green Products.

Air conditioners that meet all of the following conditions are considered Super Green Products, and air conditioners that meet at

least one of the following conditions are considered Green Products.

¢ Consume at least 30% less electricity than conventional products, e.g., air conditioners equipped with inverters

 Use refrigerants with at least two-thirds less global warming potential than conventional refrigerants, e.g., air conditioners using
R-32, a refrigerant with low global warming potential

See below for data on the environmentally conscious products sales unit ratio (residential air conditioners)

Eﬁ 148 Data ESG Data Environment Mitigating Environmental Impacts in the Value Chain

Air Conditioning Products and Services for Japan

Urusara X Energy Efficient Residential Air Conditioners

The Urusara X energy efficient residential air conditioner, released in 2020, optimizes not only
temperature but also humidity to achieve improved comfort and energy efficiency throughout
the year. The humidifying function, which does not require feed water, and the dehumidifying
function, which efficiently controls humidity even after the set room temperature is reached,
reduce excessive heating and cooling loads and lower energy consumption during use. The
new model, released in November 2025, features further improved energy saving performance,
both reducing power consumption and maintaining a comfortable indoor environment, even
in extremely hot conditions.

033



Daikin Group Sustainability Report 2026

Commercial Air Conditioners
SkyAir series FIVE STAR ZEAS
FIVE STAR ZEAs is the energy efficient flagship model of
the SkyAir series of commercial air conditioners, which use
R-32, a refrigerant with low global warming potential. The
latest model, released in April 2026, can reduce power
consumption by up to 58%™* compared to inverter models
from 15 years ago.

Furthermore, it contributes to the stable operation
of air conditioners because of its design considerations for
dew condensation around the indoor unit, abnormal stops
due to poor drainage, and reductions in cooling capacity,
which are common in extremely hot environments.

* Estimated by Daikin: Comparison between Daikin’s inverter product (SZYC112BA,

launched in 2011) and the new model (SSRC112D)

Environment

Topics

Won Two Energy Conservation Center, Japan Chairman’s Awards at
the Fiscal 2025 Energy Conservation Grand Prize

We received two Energy Conservation Center, Japan Chairman’s Awards in the product and
business model category at the Fiscal 2025 Energy Conservation Grand Prize, hosted by the
Japan Energy Conservation Center, Japan.

Energy Saving Heat Recycle System for Ventilation

Our Heat Recycle System is a new ventilation system that recovers the heat emitted from a
room during ventilation using a refrigerant and reuses it using heat pump technology. As
the importance of ventilation has increased in the wake of the COVID-19 pandemic, there
is a growing need to balance ventilation with energy savings. The system reduces the air
conditioning load by reusing the heat from the exhausted indoor air during ventilation to
regulate the temperature of the outside air brought into the room. In demonstration testing
conducted at actual stores, the annual energy consumption was reduced by approximately
64%* compared to conventional air conditioning and ventilation systems.

=

Heat Recycle System

* Conditions for demonstration testing and calculation in Hokkaido: Comparison of actual operating data from 1 year of operation with the “Heat Recycle System” + air
conditioner and estimated values with the conventionally installed “Outdoor air processing hot air furnace + Air conditioner” (comparison based on energy consumption
for gas supply air) Comparison between “4 ventilator fans + 1 outdoor air processing warm air heater + 5 x 5 HP air conditioners” and “2 x Heat Recycle System

(SHRM150A) + 5 x 4 HP air conditioners”

Hexagon GX Air Cooled Modular Chiller

Efforts to reduce CO2 emissions and improve energy efficiency in large buildings and
factories are speeding up. The Hexagon GX achieves industry-leading IPLVc! energy efficiency
by employing a new type of compressor and micro channel heat exchanger. In addition,

by reducing the power required to transfer chilled and hot water, as well as the standby
power consumption, the Hexagon GX reduces power consumption during operation by
approximately 12%2 compared to conventional models.3

1 Integrated Part Load Value for cooling.

2 Calculation conditions: Cooling at 7°C, heating at 45°C, 5.5 kW pump. The calculation assumes a 100% load of 1,800 kW
and operation of a 60 HP model controlled by a modular controller.

3 Compared to Hexagon Force, which received the Energy Conservation Center, Japan, Chairman’s Award in fiscal 2018.

Hexagon GX
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Fluorochemical Products

Fluorine Materials Help to Mitigate Environmental Impacts in a Range of Areas
Daikin’s fluorine materials are one of the most high-performance materials, offering not only
high stability, such as excellent heat and chemical resistance, but also unique properties such
as lubricity and electrical characteristics. These characteristics help to extend the product’s
lifespan, saving energy and reducing resource consumption. Daikin engages in product
development that capitalizes on the characteristics of fluorine in a variety of fields, thereby
contributing to the reduction of environmental impact and environmental conservation.

@L Daikin’s Solutions

Environmental Solutions Pioneered with Fluorochemical Products

Machinery applications

Material bag filters for bearings

Good sliding improves efficiency
Good sliding saves energy

Construction applications

Infrared reflective coating

Electricity, telecommunications,
information applications

Wire coating material for LANs

Automotive applications

Fuel tubes, fuel hoses, cable ducts,
piston coating material

Prevents Improves gas
air pollution mileage

Reduces metal wiring

and saves resources

Freezing, air conditioning Envi tal
nvironmenta

solutions pioneered
with fluorochemical

Curbs global warming products

applications

New refrigerant

Improves energy efficiency
Energy field applications

Materials for lithium-ion batteries
and protector film

Semiconductor applications

Chemical applications

Material for wiring pipes and joints Material for lining, sheets, valves

Prevents pollution from Improves energy
acids and other chemicals efficiency
Helping Improve the Performance of Lithium-lon Batteries

Lithium-ion batteries are attracting considerable attention as an energy storage system for
the stable utilization of renewable energy. Daikin supplies gasket and binder materials that
utilize the characteristics of fluorine for use in lithium-ion batteries, helping to increase their
capacity. These support the expansion of renewable energy adoption and contribute to achieving
carbon neutrality.

Prevents pollution from
acids and other chemicals

Introduction

Environment Social Governance Data

Management

Hydraulic Equipment

Oil Hydraulic Equipment EcoRich Energy-Efficient Hydraulic Unit

Hydraulic units are incorporated into factory production lines. EcoRich was developed in 1999
and was the world’s first product to combine hydraulics technology and air conditioner motor
inverter technology. Later, in 2016, the product underwent a model change. Among its many
features were a 30% decrease in energy consumption over the previous model. In fiscal 2025,
we released a pipe-mounted model that allows the sensor used to determine the deterioration
state of hydraulic oil to be used independently. This model can also be retrofitted to existing
hydraulic units. By monitoring the deterioration state of hydraulic oil and determining maintenance
timing in advance, we can prevent equipment malfunctions and contribute to improving the
productivity of hydraulic units.

Energy-Efficient Hydraulic Super Unit

Super Unit automatically controls the rotation speed of the pump according to operating
conditions to achieve energy savings during pressure holding mode and standby. These
units are used in a wide range of industrial machinery, where they contribute greatly to energy
saving and COz2 reduction in factories.

Oil Cooling Units

In machine tools, Daikin’s Oil Cooling Unit enables detailed temperature control of the
lubricating and cooling oil, which has a major effect on the precision of the work. In fiscal
2025, we completed the full rollout of our new series, which utilizes R-32, a refrigerant with
low global warming potential, to achieve a 10% reduction in power consumption and an
18% reduction in life cycle CO2 emissions compared to conventional models. In addition, we
are expanding the product lineup to include more environmentally conscious products. We
are steadily releasing products such as water-cooled oil cooling units that can cope with hot
working environments and Rakufil, which maintains the energy efficiency of products and
reduces the labor required for filter maintenance.

@L Hydraulic Equipment
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Promoting the Use of Heat Pump Space and Water Heaters

Basic Policy

In recent years, growing environmental awareness has led
to the spread of highly energy-efficient space and water
heaters. In Europe in particular, which has a relatively cold
climate, space and water heaters account for approximately
80% of household energy consumption, thus there is an
ongoing shift from conventional combustion-heat source
equipment to heat pump heating that emits less CO2. Daikin
is engaged in the development and promotion of water
heaters and space heaters using highly energy-efficient heat
pump technology while striving to increase comfort and
reduce CO2 emissions.

Explanation of Terms

Heat Pump Technology

Heat pump space and water heating is a technology that
cools the air and heats water by extracting the heat stored in
the air, water, or the ground. Compared to space and water
heating by directly burning fossil fuels such as gas, oil, and
coal, heat pump systems greatly reduce CO2 emissions.

Heat Pump Heating and Combustion Heating Mechanisms

Heat pump heating Combustion heating
Atmospheric heat
&
Utiizing large amounts of

heat in the atmosphere
with less electricity

Q&— <l

Heat pump unit Combustion equipment

@L Heat Pump (available in Japanese only)

Initiatives to Promote the Spread of Heat Pumps

Bringing More CO2-Reducing Heat Pump Space and Water Heaters to the European Market

Policies on the use of renewable energy have been promoted in Europe since the late 1990s. In January 2009, the heat pump
was recognized in the EU as technology that captures renewable energy, and heat pump heaters are being recommended as
part of this target. In Europe, which uses a particularly large amount of heating, decarbonization efforts are accelerating with
the European Green Deal of 2019 and other initiatives. As the EU works to achieve carbon neutrality by 2050, the market for
heat pump space and water heaters is expected to expand as an alternative heating method to gas boilers.

Daikin released Daikin Altherma, a heat pump space and water heater, in Europe in 2006. Our goal is to supply and spread
products suited to the climate and needs of each country, at affordable prices to many consumers, including installation work.

Moreover, as a leader in the European market, we are working with local governments and vocational schools to develop
human resources for service operations such as installation and maintenance. In March 2025, we completed construction on
our new EMEA Development Center (EDC) in Ghent, Belgium, aimed at strengthening research and development of heat pump
heating. We will continue to promote further market adoption and contribute to decarbonization in Europe.

Product Lineup of Heat Pump Space and Water Heaters in Europe

Time Details
2006 Launch of Daikin Altherma heat pump space and water heater in the European market
2014 Sales of hybrid products combining heat pumps and boilers for extremely cold regions
2018 First in the industry to release models using R-32, a refrigerant with low global
warming impact
Released Daikin Altherma 3H HT, an R-32 high temperature discharge type that can heater for the European market
2020 e I .
replace oil-fired boilers in existing building markets
2025 Launched Daikin Altherma 4H, which uses R-290
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Cooperating with Promotional Activities
for Heat Pump Space and Water Heaters
Adoption in the North American Market

In North America, mainstream air conditioners is the
ducted type, which has ducts that run through the
ceiling or other spaces and distribute air throughout the
building from an indoor unit. In recent years, the share
of heat pump heating systems has increased in the
housing market, alongside the traditionally mainstream
gas heating systems, and now accounts for approximately
half of all units shipped. The spread of heat pumps is being
promoted, particularly in environmentally progressive states
on the West Coast and in the Northeast, and Daikin is
actively involved in these efforts.

The Daikin FIT Heat Pump, a residential heat pump for
the unitary market sold in North America

Supported the Introduction of California’s Heat Pump
Adoption Target

The state of California in the United States has set a target
to deploy six million heat pump units statewide by 2030. In
response, Daikin announced in October 2023 that it would
significantly increase its supply of inverter-type heat pumps
to one million units. In May 2024, Daikin also announced
five commitments outlining specific actions. Going forward,
Daikin will work closer with California to achieve its target.

@L Daikin Announces Five Commitments to Accelerate
California’s Goal of Deploying Six Million Heat Pumps by 2030

Promoting the Adoption of Heat Pump Water
Heaters in Australia

The Australian government has established a legal* target
to reduce GHG emissions to 43% below 2005 levels

by 2030 and to achieve net-zero emissions by 2050. In
Australia, households account for approximately 27% of
total electricity consumption, with water heating estimated
to account for 20 to 30% of that figure.

Daikin developed a new heat pump water heater using
CO:2 refrigerant for the Australian market, which it launched
in November 2025.

The Australian government is also encouraging the
adoption of heat pump water heaters through subsidy
programs and other measures. For this reason, their
widespread adoption is expected in the future.

* Climate Change Act 2022

Promoting Residential Water Heaters and
Floor Heaters in Japan

In Japan, water heaters account for about 30% of all
residential electricity consumption. Thus there is a need to
switch over to systems with minimal environmental impact
to control global warming.

Daikin’s heat pump technology is incorporated into
ECOCUTE heat pump water heaters and Hot Eco-Floor
heat pump hot-water floor heaters. We have continued
to update models to improve energy savings, such as by
incorporating the ability to communicate with a home
energy management system (HEMS), and to promote the
use of renewable energy. On the other hand, we have
commercialized heat pump units for replacement use that
can be partially upgraded.

In fiscal 2024, we launched a new EcoCute model in
September 2024 that improves the annual performance
factor (APF) by up to 0.2 points compared to the previous
model through improvements made to the insulation of
the hot water storage tank.

In fiscal 2025, we launched the Hot Eco Floor
floor heating system in October 2025, featuring a floor
temperature save mode that reduces primary energy
consumption by approximately 20% during heating compared
to floor heating alone.

Environment

Spreading Heat Pumps in Japan'’s
Commercial Market

In Japan, we are marketing space and water heaters for
the commercial market as well using highly energy efficient
heat pump technology. For example, we began selling a
new model of the commercial heat pump water heating
system (MEGA-Q) for large-scale facilities such as hotels
and welfare facilities.

Additionally, we commercialized and launched JIZAI
HEAT, an industrial high-temperature water-output heat
pump chiller that we developed as a carbon neutral measure
for our own production plants. JIZAI HEAT is a circulating
heating heat pump that supplies high-temperature water up
to 80°C to factory production processes. It can be used
for processes such as drying, heating, and concentrated
distillation. By replacing combustion-type steam boilers
and hot water heaters with this product, CO2 emissions
and fuel costs can be significantly reduced. After
introducing the system to the coating line at the Sakai
Plant’s Rinkai Factory, we reduced annual CO2 emissions by
approximately 86%.*

In addition to our own Rinkai Factory, we also installed
three JIZAI HEAT units on the cleaning line at our Shiga Plant
in fiscal 2024, and following test operations, we made the
plant completely boiler-free in fiscal 2025. Functionally, in
fiscal 2024, we added an option to JIZAI HEAT that increases
the maximum output temperature to 90°C. We are now
promoting the replacement of boilers with heat pump
chillers capable of high-temperature output.

* Estimated annual CO2 emissions and running costs based on measured data from
November 2022 to March 31, 2023.

JIZAI HEAT installed at the Rinkai Factory
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Reducing the Environmental Impacts of Refrigerants

Basic Policy

Governance

Data

The fluorocarbons used as refrigerants in air conditioners Daikin’s Actions and Goals Regarding Refrigerants
have a global warming impact that is several hundred to
several thousand times greater than that of COa.

Daikin is the only comprehensive air conditioner
manufacturer developing both refrigerants and air
conditioners and engaging in the recovery, recycle, /I Role as a Refrigerant
reclamation, and destruction of refrigerants. In addition to Manufacturer
disseminating refrigerants worldwide with a lower global
warming impact, we strictly manage refrigerants, from
inspections and leak prevention and detection to recovery,
recycle, reclamation, and destruction, so that we can mitigate
environmental impacts throughout the entire life cycle.

At all our worldwide manufacturing bases, we recover,
reclaim, or destroy refrigerants charged in air conditioners
during testing and other processes prior to product shipment. ii ii

We ensure thorough recovery of refrigerants by making
sure that service engineers recover the refrigerant before

Daikin commits to utilizing and providing
refrigerants that meet diverse needs and i1
aims to achieve an environmentally

conscious refrigerant life cycle by
; . Develop and
reclamation and recycling. N Produce
Refrigerants

Refrigerants Refrigerants

2 Role as an Equipment
Manufacturer

Daikin continues to improve the energy
efficiency of equipment and systems, and
to select optimal refrigerants that meet

various needs.

Develop and
Produce
Equipment

Destroy Reuse and Reclaim

conducting any service work at the time of air conditioner

repair and replacement, as well as strive to improve

our technique in air conditioner installation to prevent

refrigerant leakage during product use. 8 Collaborating with
Other Stakeholders

Recover
Refrigerants

Daikin works with related stakeholders to
help achieve a self-sustainable approach by
focusing on refrigerant leakage prevention
and refrigerant recovery.

Please see below for our efforts with stakeholders to recover, recycle, reclaim, and destroy refrigerants.

050 Environment Resource Use and Circular Economy Building a Refrigerant Eco-Cycle

©
|

Install

Refrigerant and
Equipment
Life Cycle

©
L&

!\

Maintenance
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Approach to Refrigerant Selection

Introduction

Selecting Refrigerants Using a Holistic Perspective

The refrigerant conveys the heat between the indoor unit and the outdoor unit of air
conditioners. Although HFC, the most widely used refrigerant in developed countries, has zero
ozone depletion potential, it affects global warming if released into the atmosphere.

Daikin is accelerating the practical use of air conditioners that use refrigerants with as
little impact as possible on global warming. In the selection of refrigerants, we focus not
only on their direct effect on global warming but also on their effects throughout the life
cycle, including energy efficiency during air conditioner use. We make decisions based on all
contributing factors; besides the environmental impact of the refrigerant itself, we conduct
life cycle assessments of products that look at safety factors such as flammability and toxicity,
the cost and availability of the refrigerant, and the expense of producing air conditioners that
use the refrigerant.

Daikin’s View: Evaluation Index of Refrigerant Selection (common for all applications)

Environmental Impact

Energy Efficiency

Cost-Effectiveness

g_ Daikin’s Policy on the Environmental Impact of the Refrigerant

Environment Social Governance Data 039

Management

Selecting the Appropriate Refrigerant for Each Application

Different characteristics are required for refrigerants, depending on how and why they are
used in, for example, residential or commercial air conditioners, space and water heaters, or
refrigeration equipment. That is why we have spent years conducting research that will enable
the selection of optimal refrigerants. We have been conducting research on all types of
refrigerants, such as natural refrigerants and HFC and HFO refrigerants, and have considered
their applications in equipment.

Using the knowledge we have accumulated, we are providing information worldwide
at events such as international conferences, academic conferences, and exhibitions, as well
as through research paper presentations, on the global warming impact of refrigerants and
measures against it.

Daikin’s Direction for Mainstream Refrigerants

Residential Commercial, Industrial

Residential Air Conditioners

and Heat Pumps Refrigeration Systems

R-32, R-407H, HFOs,
HFO blends, CO2,
R-290

Commercial Air Conditioners
and Heat Pumps

Residential Hot Water
Supply Systems

Chillers and Heat Pumps

R-32, R-1234ze(E),
R-1233zd(E), Other HFOs,
HFO blends

R-32, CO2 R-32
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Response to the Kigali Amendment

In 2016, at the 28th Meeting of the Parties to the Montreal Protocol, members voted to phase down the CO2 equivalent total of
HFCs, which have a high global warming potential (GWP). This decision is called the Kigali Amendment, named after the city of
Kigali where the conference was held. The Amendment came into effect on January 1, 2019.

Shifting to Refrigerants with Lower
Environmental Impacts

Switching to Alternative Refrigerants that Do A major point of the Kigali Amendment is that it is not meant to phase out HCFCs based on their ozone depletion potential
Not Deplete the Ozone Layer (ODP) but rather to phase down the production and consumption of HFCs based on their GWP value. The amount of HFC will
In the 1980s, HCFCs used to be the most commonly used not be restricted but rather reduced in terms of total GWP of COz2 equivalent (weight of HFC in Kg x GWP value). By using lower
refrigerant, but experts suspected it was depleting the ozone GWP HFCs, it is possible to maintain or increase the amount of HFC used while reducing the overall global warming impact. In
layer, so under the Montreal Protocol adopted in 1987, enacting the Kigali Amendment, developed countries are implementing reductions based on the common phasedown schedule
developed nations agreed to phase out its production in starting in 2019. Developing countries are divided into two groups, with the first group scheduled to start the regulations in
developed countries by 2020. Daikin has for years worked 2024 and the second group in 2028.

to mitigate ozone layer destruction by developing alternative Upon the introduction of new refrigerants, the Amendment requires an increase in efficiency of air conditioners in addition
refrigerants. In 1991, we began the first mass-production to a phasing down of HFCs in terms of total GWP.

of HFC in Japan, a refrigerant with zero ozone depletion Daikin is pursuing the following measures in response to the Kigali Amendment.

potential. We developed and began selling air conditioners

that use HFC as the refrigerant in 1995. 1. Daikin welcomes the Kigali Agreement for an HFC phase down in COz2 equivalent under the Montreal Protocol.

2. The main tenet of Daikin's policy is “diversity of refrigerants.” And there is no ideal “one-size-fits-all” refrigerant solution
for all applications. In the selection of refrigerants, we need to evaluate global warming impacts comprehensively and
throughout the product life cycle, such as not only the ODP and GWP value but also safety, energy efficiency, cost-
effectiveness, environmental impact, recyclability, and recoverability.

3. Daikin has identified R-32 as a very beneficial refrigerant for single and multi-split air conditioners, packaged air conditioners,
and heat pumps. Daikin believes that the transition to R-32 will help to meet both the HFC phase down schedule and the
HCFC phase out schedule. Daikin is now in the process of researching suitable refrigerants for other applications.

4. To mitigate future global climate change, it is important to take a “Sooner the Better” approach. Early implementation is a
key to further reducing future impact. As soon as the most balanced and feasible solution for an application is found, Daikin
will commercialize and disseminate the technology to contribute to the efforts to mitigate global climate change.

5. Also, while taking a “Sooner the Better” approach, as a refrigerant manufacturer, Daikin will continue to seek the “optimal
refrigerant” for every type of application for further mitigation of global climate change.
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Actively Adopting and Promoting the

Spread of Refrigerants with Lower Global
Warming Potential

Promoting the Use of R-32, a Refrigerant with Lower
Global Warming Potential

In November 2012, Daikin became the first company in
the world to launch residential air conditioners using R-32
(HFC) for the Japanese market; R-32 has just one-third the
global warming potential of conventional R-410A (HFC)
refrigerant. Since then, we have been expanding these
R-32 air conditioners into the residential and commercial
markets of other countries.

To encourage the adoption of R-32 globally and to
help mitigate global warming, Daikin began offering patents
related to the manufacture and sales of air conditioners that
use R-32 free of charge to companies worldwide.

In addition, Daikin provides technical support in
emerging countries by cooperating with governments and
international organizations. We provide information and
technical support on the impact and countermeasures in
relation to refrigerants and global warming. For example,
in India, Thailand, and Malaysia, we held seminars
for government officials and local industry groups to
promote understanding of R-32, and training for local
air-conditioning installation and service technicians on the
appropriate handling of R-32. In Mexico, Brazil, and Nigeria,
Daikin was commissioned by the Japan International
Cooperation Agency (JICA) to implement projects to spread
the use of air conditioners using R-32 refrigerant.

Cumulative Total of R-32 Air Conditioners Sold by Daikin
(As of March 2026)

Over 66 million air conditioners sold worldwide

(Approx. 22.8 million in Japan and 43.2 million overseas)

As a result, Daikin has sold more than 66 million R-32
residential air conditioners worldwide. It is estimated that,
including the products of other companies, the worldwide
R-32 air conditioner market exceeds 480 million units,
whose avoided CO2 emissions is estimated at 750 million
tons (calculated by Daikin as of March 2026).

088 Social Markets and Customers Engagement in Public
Policy and Rulemaking

Refrigeration Products Using Refrigerants with Lower
Environmental Impacts

In the refrigeration divisions, Daikin supplies specialized
equipment that can control temperature according to
highly detailed requirements, such as for marine containers,
production lines at food factories, cold storage warehouses,
and display cases for retail stores. Given the wide variety

of refrigeration products, it is necessary to identify the
optimal refrigerant for each refrigeration product based on
the intended application and working temperature range.

Daikin began selling a freezing display case that uses
R-290 with single-digit global warming potential in 2019.
Following the adoption of CO2 with a global warming
potential of 1 in the Conveni-Pack, an integrated system
that performs refrigeration, air conditioning, and heating all
in a single unit, in 2020, we have been promoting the use of
natural refrigerants mainly in Europe.

In fiscal 2025, in Japan, we promoted R-290 for shop
display cases. We launched the ZEAS refrigeration system,
which uses R-32, a refrigerant with low global warming
potential, for warehouses and food processing plants.

Initiatives During Production
and Installation

Leakage Prevention and Reclamation During
Refrigerant Manufacturing

The chemical division’s refrigerant production process
generates refrigerant products along with by-products. All of
our refrigerant production bases feature equipment for

Environment

the recovery and destruction of these by-products, and we
destroy the recovered by-products in a responsible manner.

We also take the fluorspar generated during the
destruction process and reuse it as raw material for the
production of refrigerant and fluorochemical products from
the perspective of effectively utilizing resources. We have
fluorspar recycling equipment at the Yodogawa Plant and
the Kashima Plant to reduce environmental impacts and
promote our resource recycling initiatives.

Prevention of Refrigerant Leaks During Air
Conditioner Manufacturing

We strive to reduce refrigerant leaks in the air conditioner
production process at our bases around the world. Qualified
workers thoroughly inspect for refrigerant leaks three times
based on the work instruction manual. We also provide
pertinent training to workers every year.

In fiscal 2024, we completed the installation of a
mechanism to recover refrigerant remaining inside the
charging equipment during the refrigerant charging
process on our residential air conditioner production lines
in Japan. In addition, we are working to improve the piping
couplers (joints) that connect the charging equipment
to the products, and at the Sakai Plant, we are focusing
on refrigerant recovery during cylinder replacement for
refrigerant charging equipment.

Technical Development to Control Leaks

To connect the copper piping of the outdoor unit and indoor
unit, flaring is generally used to expand the copper piping
into a trumpet shape. However, flaring requires advanced
construction techniques. Daikin developed a mechanical
joint that does not require flaring because refrigerant may
leak without it. This joint is used in Daikin products in some
markets, helping to stabilize the quality of installation work.
We are also developing technology for leak detection.
We provide a service in Japan that remotely monitors the
operating status of air conditioning equipment and, in
the unlikely event of a leak, detects the leak quickly and
notifies the administrator by email. We also implement
leak prevention measures for our own research and
development equipment, such as refrigeration units.
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Climate change

Environment

Initiatives in Manufacturing (Development and Production) and Offices

Basic Policy

The proportion of GHG emitted from development and production processes and offices is small. Since we can control these
emissions, we have set a target for zero emissions. In development and production processes, we will bring forward our targets
from fiscal 2050 to achieve net-zero GHG emissions by fiscal 2030 at all plants except chemical plants, and at our offices of all
global bases also by fiscal 2030.

Initiatives in Development and Production Processes

Initiatives for Net-Zero GHG Emissions

Based on the following approach, Daikin aims to achieve net-zero GHG emissions by fiscal 2030 at all of its plants except chemical
plants. We will implement thorough energy-saving measures, reduce HFCs/PFCs and energy-induced emissions, and develop
new energy-saving technologies. Also, we will promote energy creation and the greater introduction of renewable energy.

As of June 2025, the Rinkai Factory at the Sakai Plant, Daikin Airconditioning (Shanghai), and Daikin Rexxam Electronics
have achieved net-zero GHG emissions. The Rinkai Factory at the Sakai Plant is positioned as a global mother factory for carbon
neutrality, and its knowledge is being rolled out at other manufacturing facilities.

Initiatives to Reduce GHG Emissions at Plants
* Reduce HFC/PFC emissions in development and production processes
e Reduce energy-induced CO2 emissions in development and production processes

* Develop new technologies for the conversion of combustion-type manufacturing facilities to industrial heat pump type or
hydrogen-fueled systems

 Expand the introduction of energy creation and renewable energy

@ Feature of Fiscal 2024: Environment—Working Toward Carbon Neutrality in Manufacturing

Reducing GHG Emissions

Daikin emits three kinds of GHG during development and
production processes: CO2 from energy use, fluorocarbons,
and non-energy CO2 from limestone.

Against our target of reducing GHG emissions from
development and production processes to 1.1 million
tons-CO2 by fiscal 2025 (a 17% reduction compared to
fiscal 2019), the actual figure for fiscal 2025 was 0.69
million tons-CO2 (a 47 % reduction). With regard to
fluorocarbons, we focused on reducing the atmospheric
emissions of PFCs used as solvents in the chemicals divisions.
In addition, to reduce COz2 emissions from energy use, we
expanded the use of renewable energy.

Ea 169 Data Third-Party Verification Method of Calculating
GHG Emissions Data

See below for GHG emissions-related data

[EE) 151 Data ESG Data Environment Reducing Environmental
Impacts of Business Activities

GHG Emissions (During Development and Production)

Substances designated by the Kyoto Protocol
M Energy-induced CO2 MHFCs M PFCs M Non-energy CO2 from limestone
(Thousand tons-CO2)
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Note: In accordance with the revision of the Act on Promotion of Global Warming
Countermeasures in April 2023, we have added non-energy CO2 emissions
from limestone from fiscal 2023.
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Reducing Energy-Induced CO2

We are using loT to visualize and reduce energy consumption,
introduce high-efficiency equipment, install solar panels, and
purchase green electricity at our bases around the world. Also,
we have continued to take a systematic approach to reduce
energy-induced CO2 emissions by improving energy efficiency
during development and production processes.

As a result, in fiscal 2025, energy-induced CO2 emissions
totaled 0.57 million tons-CO2. We have made significant
progress in installing solar panels and purchasing green
electricity at our plants in China and the Asia and Oceania
region. Moreover, the chemicals division’s plants have achieved
results in strengthening their PFC recovery efforts.

Promoting Energy-Saving Measures Through
Technological Development

As one of the energy-saving measures at our production bases,
we are also focusing on the development of energy-saving
technologies. We are developing new technologies, including
those that encourage the switch to electrified products, such
as to heat pumps from LP gas and electric heaters.

For example, JIZAI HEAT, an industrial high temperature
water-output heat pump chiller, can significantly reduce
CO2 emissions and fuel costs by replacing conventional
combustion-type steam boilers and hot water heaters with
its electric format. We are now operating JIZAI HEAT units
at the Sakai Plant’s Rinkai Factory and looking to roll out
this solution to other factories as well.

Using Renewable Energy

Daikin worked to expand the use of renewable energy such
as solar, wind, and hydro power with the target of increasing
the rate of global renewable energy usage to 10% out of all
energy consumption at Daikin’s manufacturing bases in 2025.
As a result, the rate increased to 45% in fiscal 2025.

We are expanding the installation of solar panels
globally, including in China and Asia, resulting in total annual
power generation of 61,428 MWh from renewable
sources in fiscal 2025, which is equivalent to a reduction of
approximately 33,000 tons-CO2 emissions (Daikin estimate).

i o g = g

Daikin Compounding Italy introduced solar power generation system at
its factory

Initiatives in Offices

Daikin aims to achieve net-zero GHG emissions at all
of its bases around the world by fiscal 2030. We are
committed to adopting green energy, switching to LED
lighting, and implementing advanced temperature control
for our air conditioning systems.

In fiscal 2025, we achieved net-zero GHG emissions
across 70 major office locations in Japan.

Green Building Certification

At its own bases worldwide, Daikin has been busy working
toward achieving Net Zero Energy Building (ZEB) status or
green building certification, with facilities whose design,
construction, and operation are in harmony with the
environment and society.

We will leverage the insights gained through these
initiatives at our own facilities to support our clients in
achieving ZEB status or green building certification.

See below for Daikin’s activities related to ZEB and green
building certification

070 Social Markets and Customers Providing New
Customer Value Through Solutions Creating the Optimal
Environment Throughout the Entire Life Cycle

Environment

Initiatives in Logistics Processes

We have set a goal to reduce CO2 emissions in logistics
processes (transportation, packaging, and warehousing).

In fiscal 2025, the reduction in these emissions totaled 242
tons-CO2 compared to our target of 240 tons-CO2. We are
now proceeding with an expanded modal shift in transport
methods from trucks to freight trains and ferries. In fiscal
2025, our modal shift rate stood at 25%.

In fiscal 2025, we launched a new rail transport route
from the Kanto region to the Tohoku region. We also reduced
the distance imported goods travel within Japan by modifying
our logistics processes, such as shipping containers directly to
customers and utilizing regional ports.

In addition, Daikin Industries was recognized as a
FY2025 Eco-Ship Mark Excellent Business Operator in
collaboration with its business partners. This recognition
was given for our initiative to use ferries to transport air
conditioning products from Shiga to Kyushu.
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Climate change

Initiatives for a Decarbonized Society

Basic Policy

Realizing a carbon-neutral society requires a multifaceted
approach. Daikin will explore and commercialize
technologies for decarbonization, such as renewable energy,
direct recovery of CO2 from the atmosphere, and the
development of recycling-oriented systems.

Examples of Initiatives

Creating Energy with Micro-Hydroelectric
Power Generation

Daikin proposes to local governments the adoption of
micro-hydroelectric power generation systems for vertical
pipes using its air conditioning and hydraulic machinery
technologies. The system uses water flow from rivers,
water supply and sewerage systems, and other sources
to generate energy without emitting CO2 during the
power generation process. It is small and low-cost, and

it can be installed in large numbers even near urban
areas. DK-Power, a Group company that operates the
business, installs the system at water facilities owned by
local governments, manages and operates it, and sells the
electricity generated.

As of March 31, 2026, these systems have been installed
at a total of 63 locations nationwide in Japan, generating
61,000 MWh of electricity and reducing CO2 emissions by
25,800 tons-CO2. This is approximately equivalent to the
annual power consumption of our single plant in Japan.

@L DK-Power, Ltd. (available in Japanese only)

Business Model Using Micro-Hydroelectric Power
Generation System

Waterworks contractors
of local governments

T Profit return lease agreement

* DK-Power

Construction outsourcing | Clean energy

! |

Regional construction Energy transmission and
company distribution contractor

Proposal for Making Water Supply Facilities

Carbon Neutral

In fiscal 2025, DK-Power began offering proposals to its
local government clients to make their entire water supply
infrastructure carbon neutral.

We support local governments in their efforts to
achieve carbon neutrality by offering packaged solutions
that include micro-hydroelectric power generation systems,
photovoltaics (PV), energy storage facilities, and the purchase
of non-fossil fuel certificates. Through this decarbonization
solution for water supply systems, we supplied 6,000 MWh
of power in fiscal 2025.

Environment

Carbon Recycling Without Hydrogen

Daikin Industries and Doshisha University have discovered
that metal carbide! can be synthesized from COz2 by molten
salt electrolysis.? This holds promise as a carbon recycling
method that can convert COz2 into valuable products
through the reaction of metal carbides with water, without
the use of hydrogen.

Through joint research, Daikin Industries and
Doshisha University demonstrated that metal carbide can
be synthesized with electrolysis by adding CO2 to molten
salt made up of specific metal chlorides and metal oxides.
Since the results were announced in November 2023,
we have been conducting research aimed at practical
implementation. In the future, we aim to contribute to the
reduction of CO2 emitted into the atmosphere by utilizing
this technology in plants with large CO2 emissions.

1 A compound consisting of metal and carbon. Some react with water, with calcium
carbide producing acetylene and aluminum carbide producing methane.

2 An electrolysis method where a solid of ionic crystals of salts and oxides is heated
to a high temperature and melted into a liquid (molten salt).
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Climate change

Information Disclosure Based on the TCFD Framework

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

* The TCFD was established in 2015 by the Financial Stability Board. It recommends

that companies disclose information about the financial impacts of climate change
after evaluating related business risks and opportunities.

Governance

Daikin’s mainstay product of air conditioners is characterized
by a large amount of CO2 emissions caused by energy
consumption during use. In addition, fluorocarbons used as
refrigerants for air conditioners have an effect on climate
change. Recognizing the major impact on climate change
attributed to our business activities, we believe climate change
is an issue that largely affects our medium- to long-term
business risks and opportunities.

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

Strategy

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

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

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

We established Environmental Vision 2050 for the final
three-year plan of the Fusion 20 Strategic Management
Plan. Specifically, we aim to achieve net zero GHG emissions
in our own business operations by 2050. The targets and
measures for 2030 aimed at realizing this goal are laid out
in the Fusion 30 Strategic Management Plan.

Environment

Details of scenario analysis
Scenarios referenced

e [EA Sustainable Development Scenario

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

e |IEA Net Zero by 2050

e |EEJ Reference Scenario

4°C scenario with current policies unchanged

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

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

e Demand for air conditioners in non-OECD countries
will increase five-fold from 2016 to 2030, but power
generation will only increase by 2.4-fold. (Worldwide
power generation will increase 1.4-fold compared to the
1.9-fold increase in air conditioner demand.)
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1.5°C scenario with stricter regulations from
decarbonization policy

Environment

Climate-Related Risks and Opportunities and Potential Impact

e The progress of reducing use of refrigerants under

Probability of

Potential

) ) Category Impact on Daikin’s business fi ial i ot
the Montreal Protocol will be strictly managed, and occurrence inancial impa
regulations could be tightened if the effectiveness is Stricter regulations on refrigerants
deemed insufficient. If regulations on refrigerants become too strict, there is a possibility that Hiah Large

- . existing air conditioners no longer compliant with these regulations will 9 9
e |In addition, countries that today do not have strong become obsolete.
regulations will adopt strict energy conservation policies. Transition i .
9 P Ei P Tight supply and demand for electricity
Under the 4°C and 1.5°C scenarios There is a possibility that the spread of air conditioners in emerging High Large
Risks countries will increase electricity usage and make it difficult to increase
* As temperatures rise, the intensity and frequency of sales of air conditioners due to electricity shortages.
extreme weather will increase, which could increase Production delays due to major disaster or water shortage
instances of production shutdowns or postponements Manufacturing bases located in areas of high water stress, or susceptible
due to damages to our own plants or those of suppliers. Physical to major disasters attributed to extreme weather, face the potential risk Medium Medium
of disruptions in production due to the shortage of water necessary for
. . .. production processes.
Financial Impacts of Carbon Pricing : : _
o o ) Stricter regulations on refrigerants
Out of potential financial impacts, we estimated 2030 Companies without technologies compliant with regulations on
carbon tax obligations for each scenario with reference to refrigerants will be weeded out, resulting in increased sales of air High Large
; conditioners using refrigerants with lower global warming potential,
the following. e X
. . ch is our strength.
Calculations made assuming tax amount under the wh
4°C and 1.5°C scenarios according to IEA forecasts based Z’"ider Tegu!f;ions 0’; en|€f9y Eﬁid‘l?“ci’ e o
on our COz2 emissions (Scope 1 and Scope 2) reduction Opportunities  Transition ompanies without technologies compliant with stricter regulations on High Large
| energy efficiency will be weeded out, resulting in increased sales of air
target for 2030 by region. conditioners with high energy efficiency, which is our strength.
o o . .
4 Coscenanoj 1_'1 b||||o‘nlyen n clarbon taxes Stricter regulations on the use of fossil fuels
1.5°C scenario: 10.8 billion yen in carbon taxes Regulations on the use of fossil fuels continue to become stricter, and
Note: The 4°C scenario assumes the introduction of carbon taxes in the EU and since gas-combustion heaters will be subject to them, there will be an High Large

China. These taxes would amount to 39 US dollars/ton-COz in China and 140
US dollars/ton-COz2 in the EU (according to the IEA World Energy Outlook

increase in sales on growing demand for heat pump heaters, which
is our strength.

2024 and Stated Policies Scenario, Net Zero Emissions by 2050 —A Roadmap
for the Global Energy Sector). The 1.5°C scenario assumes the introduction of
carbon taxes in every country around the world. These taxes would amount
to 140 US dollars/ton-CO2 in developed countries (with net zero targets) and
90 US dollars/ton-COz2 in emerging and developing countries (with net zero
targets) (according to the IEA).

Information
gathering

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

— important risks and _,

Evaluation and Management Process of Climate-Related Risks and Opportunities

Identification of Determination of

L policies and measures
opportunities
Information gathered is
evaluated, sorted, and
analyzed from the two
perspectives of degree of
impact on business and
likelihood of occurrence, and
used to identify important
climate-related risks and
opportunities for Daikin Group.

We formulate policies on
initiatives and measures
regarding risks and
opportunities. These
undergo deliberation by the
Sustainability Committee,
with proposals then given
to the CEO and reported to
the Board of Directors.

Integration into strategies

and implementation

Policy on initiatives and measures is reflected in the Strategic
Management Plan Fusion and implemented by each
business division.

Management through
the internal control system
Climate-related risks are integrated into the company-wide risk
management process. The Internal Control Committee chaired
by the President and COO monitors the management status
of company-wide risks and reports to the Board of Directors.
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Risk Management

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

We regularly gather information from each business base and business unit about
the risks and opportunities related to climate change. In turn, we assess their importance
in relevant meeting bodies such as the Corporate Ethics and Risk Management
Committee and the Sustainability Committee. Important risks and opportunities identified by
each meeting body are reflected in the approach and countermeasures included in the Fusion
Strategic Management Plan. These are then rolled out and implemented as concrete measures
by each business unit. Regarding climate-related risks, we promote and manage risk
measures across the Group through the above-mentioned meeting bodies. The results
are then reported to the Internal Control Committee, chaired by the President and COO,
which checks and verifies whether overall internal control, including risk management, is
functioning properly. The results are also reported to the Board of Directors.

Environment

Metrics and Targets

We incorporate the GHG emissions reduction target based on Environmental Vision 2050
into the Fusion 30 Strategic Management Plan, as well as managing the progress of our
environmental activities by setting metrics and targets related to climate change.

1. Reduce emissions per unit of sales by 40% compared to FY2022 levels’
(Scope 1, 2, and 3)

2. Increase avoided emissions? to 60 million tons-CO2

T The target-setting approach has been changed since Fusion 25.
2 Calculated based on IEC 63372.

012 Management Daikin’s Sustainability Environmental Vision 2050

028 Environment Climate Change Challenge to Achieve Carbon Neutrality

See below for indicators and results at manufacturing bases

[§2) 151 Data ESG Data Environment Reducing Environmental Impacts of Business Activities
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Resource Use and Circular Economy

Contents Introduction

Initiatives for a Circular Economy

Basic Policy

Amid growing concerns about resource depletion and
waste problems, the world faces the challenge of moving
away from mass production and mass consumption. This
necessitates transitioning to a circular economy that creates
economic value on the premise that products and raw
materials are not simply disposed of as waste.

As a manufacturer of air conditioners, Daikin makes
use of a large number of resources such as copper
and aluminum. In addition, the refrigerant used for air
conditioning is made from calcium fluoride, which is a rare
mineral. We believe that working toward a circular economy
is not only our responsibility, but also a business opportunity
to make a leap forward. Daikin strives to reduce and recycle
resources and improve the recyclability of its products. In this
context, we place the highest priority on building a system for
the recovery, recycle, and reclamation of refrigerants, which
are indispensable for our main products of air conditioners.

What Daikin Aspires To

Management

Environment Social

Governance Data

Daikin will always carry out all of its business activities in consideration of circularity throughout the value chain, from the procurement
of raw materials to the design and production of products, usage by customers, and final disposal.

In supplying products and services, we will accelerate development and design based on the premise of resource conservation
and circulation. We will promote the use of recycled materials, design products that are easy to recycle, and use subscription- and
sharing-based services. Building out a collection network for products that have reached the end of their life is also indispensable
for resource circulation. We aim to build a collection system not only for Daikin but also for the entire society together with
the industry. In addition to reducing waste, we will also work to improve our technology from downcycling' to horizontal
recycling? so that resources can be used effectively for as long as possible.

1 Recycling in which used products and their components are transformed into products with a lesser value than their original product.
2 Recycling in which used products and their components are transformed into resources, which are then used to produce the same product with the same value.
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Stakeholder Engagement

Daikin aims to measure and manage a company’s circularity performance, and to accurately assess and disclose environmental See below for GCP Version 1.0:

impacts, mitigation of business risks, and creation of new value. To build a framework for such, Daikin is participating in 1 A global framework to measure, manage and communicate

the formulation of the Global Circularity Protocol for Business (GCP), led by the World Business Council for Sustainable business circularity

Development (WBCSD) and the United Nations Environment Programme (UNEP).
In fiscal 2025, we participated in the Technical Working Group for the release of Global Circularity Protocol for Business (GCP)
Version 1.0 and provided our opinions.

Ea 179 Data Participation in Initiatives

Case Study of Information Disclosure Using the GCP

Daikin is involved in the development of the GCP and is a member of the Front Runner Coalition,
an organization that promotes the social implementation and widespread adoption of the GCP.
To improve the reliability of disclosures and help spread the GCP, we will proactively disclose
information based on the GCP framework, which consists of Frame, Prepare, Measure, Manage,
and Communicate.

Definition of GCP Use Case (Frame)

Daikin’s primary objective, among the three outlined in the GCP, is external stakeholder
communication and reporting. We believe that the other two objectives, internal steering and
resource risk mitigation, can also be improved by applying the GCP to our own company. This is
because proper information disclosure requires the establishment of an internal decision-making
system and responses that take resource risks into consideration.

Scope of GCP Application (Prepare)
Daikin has set the scope of GCP application to the broadest levels: organization level and entire
supply chain. Furthermore, we define our top priority as “Building a Refrigerant Eco-Cycle” for a
circular economy within our business activities. This is because the application of the GCP contributes
to reducing the global warming impact of refrigerants, complying with various regulations,
and reducing the use of calcium fluoride, an important mineral. Since Daikin manufactures both
refrigerants and air conditioners, we are directly involved in a wide range of resource flows,
from raw materials procurement to product manufacturing, use, and recovery. Therefore, in the
classification of resource flows in the GCP, Scopes A and B cover a wide range of areas within the
value chain.

We carried out prioritization as part of the company-wide materiality analysis and
assessment process.

014 Management Priority Sustainability Items Materiality Identification Process

Scope classification of resource flows in the GCP

Resource flows with

Resource flows with direct impacts . X
indirect impacts

Scope Scope A Scope B Scope C

Resource inflows from
other organizations
Resource outflows to
other organizations

Extracted directly from
the environment

Waste disposed of directly
in the environment

Indirect supply
chains outside of
Scopes A and B

Explanation

Measuring Circular Economy Initiatives (Measure)

Recovery and recycling from the market are particularly important for building a refrigerant
eco-cycle. Based on this understanding, Daikin adopted the amount of refrigerant recovered and
reclaimed from the market (in CO2 equivalent) as its measurement indicator. This indicator falls
under two of the four areas (Close the Loop, Narrow and Slow the Loop, Value the Loop, and
Impact of the Loop) outlined by the GCP: namely, Close the Loop and Impact of the Loop.

023 Management Activity Results Sustainability Targets and Results (FY2025)

Management and Implementation of Circular Economy Initiatives (Manage)
Daikin will improve refrigerant recovery and reclamation rates by building a highly effective refrigerant
eco-cycle. This initiative will lead to the provision of sustainable and stable air conditioning services.

050 Environment Resource Use and Circular Economy Building a Refrigerant Eco-Cycle

Communication of GCP Usage (Communicate)

Daikin will proactively implement proper information disclosure using the GCP. Furthermore, as
a participant in initiatives to promote the widespread adoption of the GCP, Daikin will contribute
to the advancement of the circular economy by widely disseminating disclosure proposals to
companies throughout the industry.
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Resource Use and Circular Economy

Building a Refrigerant Eco-Cycle

Basic Policy

Life Cycle Refrigerant Management (LRM) is garnering attention around the world for
its importance in terms of reducing GHG emissions, recycling resources, and ensuring a stable
supply of refrigerants. LRM refers to the responsible management of refrigerants used in air
conditioners and refrigerating machines throughout their life cycle, from manufacture, charging,
operation, maintenance, and recovery and reuse of refrigerants at the end of life, to destruction.
As a manufacturer of both equipment and refrigerants, Daikin believes it has a social
responsibility to implement and spread LRM. Toward this end, we are promoting the establishment
of a refrigerant eco-cycle (recovery, reclamation, and destruction) that forms a focal point of LRM.

Refrigerant Eco-Cycle

Fluorite extraction
(CaF2)

Equipment
production refrigerant
Refrigerant .
Virgin raw material charging Refrigerant
/ = manufacture
() Reclaimed
Parts production E refrigerant
A
r Equipment use
Materials production Maintenance
and repair
Disassembly and recycling /A\ Refrigerant Calcium fluoride
reclamation recovery (CaF2)

Refrigerant
— recovery
Equipment

Removed removal

equipment

Materials recycling

Chemical
recycling

Recovered .
refrigerant Refrigerant ]
destruction Disposal

Environment

Establishing a Refrigerant Eco-Cycle in Japan

In Japan, a framework for refrigerant recovery is already in place. Within this framework, we
aim to prevent leakage during air conditioner use, improve the national refrigerant recovery
rate, increase the amount of reclaimed refrigerant, and efficiently implement LRM utilizing data.

Managing Refrigerant Leaks in Air Conditioners

Since April 2015, Japan has strict, mandatory guidelines on managing refrigerant leakages
in place for users and managers of commercial air conditioners under the Act on Rational
Use and Proper Management of Fluorocarbons. In response, in October 2015, we began
offering the free cloud-based service Daikin Fluorocarbon Check Tool (Dfct) that can inspect
and manage commercial air conditioners compliant with the Act. Daikin Industries, Ltd. has
operated and managed all equipment in-house using Dfct since fiscal 2018.

We have also developed technology to remotely detect refrigerant leaks and incorporated
a remote leak detection function into the Assinet Service, which supports the management of
commercial air conditioning equipment, and the AIRNET Service System, which monitors the
operating status. These can be linked to Dfct, and in the unlikely event that a refrigerant leak
is detected, the administrator is notified by email. This remote leak detection function has been
recognized as a statutory simple inspection method since fiscal 2022.

In fiscal 2025, we made it possible to offer the refrigerant leak detection function of the
Assisnet Service on major older VRV models released since 2015. Also, by digitizing inspection
sheets, we have made it easier for customers to manage their fluorocarbons.

See below for information on the calculated leakage amount under the Act on Rational Use and Proper
Management of Fluorocarbons

Eﬁ 150 Data ESG Data Environment Mitigating Environmental Impacts in the Value Chain
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Proper Treatment of Recovered Refrigerants at the Yodogawa Plant

At Daikin’s Yodogawa Plant, recovered refrigerants are destroyed and the calcium
fluoride recovered through this process is chemically recycled as a valuable fluorine resource
to make refrigerants and raw materials for fluorochemical products.

In December 2023, we established a new fluorocarbon reclamation facility at the Yodogawa
Plant and obtained a license as a Class 1 Fluorocarbon Reclamation Business Operator. This has
enabled material recycling into reclaimed refrigerants, which has a lower environmental
impact than chemical recycling and contributes to improving Japan’s reclaimed refrigerant
supply capacity. While the primary focus is on the reclamation of recovered refrigerants, we
have established an efficient system that allows us to handle everything from reclamation to
destruction at the same location if reclamation is difficult.

Recovered calcium fluoride

Fluorocarbon reclamation equipment

Building and Strengthening a Refrigerant Recovery, Recycling,
Reclamation, and Destruction Network

The Daikin Group in Japan recovers refrigerants that are no longer needed when equipment
is repaired or removed in partnership with its own service departments, sales companies, and
installation partners. The Daikin Contact Center in Japan accepts requests from dealers and
others to pick up recovered refrigerants 24 hours a day, 365 days a year.

We have built a nationwide network for the proper treatment of recovered refrigerants
that begins with our Yodogawa Plant and Kashima Plant, which are licensed under the Act on
Rational Use and Proper Management of Fluorocarbons, and extends to refrigerant recycling
contractors, refrigerant destruction and treatment contractors, and businesses licensed under
the Act. Using this network, we treat the end-of-life refrigerants at the treatment facility
closest to the recovery site.

Daikin established a system for service engineers to reclaim and reuse recovered refrigerants
at all 61 service stations across Japan. Since the Kigali Amendment took effect in 2019, we
began working to establish a nationwide system for refrigerant recovery and reclamation,
and in January 2025, we launched this service as an industry first. Today, we are reclaiming

Environment

recovered refrigerants that previously had to be destroyed. In fiscal 2025, we worked to improve
the reclamation request rate and avoided 3,013 tons-CO2 emissions annually (fiscal 2025 results).
We are committed to making recovery and reclamation activities even more efficient.

See below for the amount of fluorocarbons recovered, amount destroyed in fluorocarbon recovery and
destruction at time of repair and at time of disposal

150 Data ESG Data Environment Mitigating Environmental Impacts in the Value Chain

Training Technicians for Refrigerant Recovery and Charging
and Reliable Installation

Daikin provides training to its employees and business partners that covers the specialist
knowledge and techniques required for refrigerant recovery and charging.

In Japan, we continue to hold training sessions and seminars to develop qualified personnel
in relation to the Act on Rational Use and Proper Management of Fluorocarbons. At the same
time, we enhanced the curriculum of our training programs for technicians by creating videos
that explain standard installation and key points of brazing work. We have also developed
and are utilizing a VRV training simulator that does not require a physical training machine.
The curriculum and tools of these programs are shared with our global bases around the world
in an effort to train technicians who perform air conditioning-related installation work.

Examples of Training Related to Refrigerant Recovery and Installation (in Japan)

Number of participants

Name of training Target in FY2025

Refrigerant Recovery Technician All employees in Japan

preparatory workshop handling refrigerants 2145
First and Second Grade Refrigerant All emplovees in Japan
Fluorocarbons Handling Technician ploy P 5,072

preparatory workshop handling refrigerants

Technical Development Facilitating the Detection and Identification of

Refrigerant Leaks

Daikin is conducting R&D for improving the accuracy of leak detection in order to
minimize the amount of refrigerant leakages. In November 2023, we jointly developed

the world’s first laser technology for the remote detection of R-32 refrigerant leaks in
collaboration with Tokyo Gas Engineering Solutions Corporation and RIKEN National Research
and Development Agency. Subsequently, in October 2025, we announced and exhibited
an actual machine for the practical application and social implementation stage of this
technology, accelerating our efforts toward business development.
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Global Initiatives

Building a Refrigerant Recovery, Reclamation, and Destruction Scheme
in Europe

In Europe, demand for reclaimed refrigerants is increasing from the perspective of a circular
economy and stable refrigerant supply. Daikin is leveraging the advantages of operating both
refrigerant and air conditioning businesses locally to strengthen its closed-loop recycling scheme,
which involves recovering refrigerants from used air conditioners in the market, reclaiming them,
and then reusing them.

Regarding the use of reclaimed refrigerants, Daikin Europe runs the Leop by Daikin
reclaimed refrigerant utilization program throughout Europe, which involves selling VRVs and
chillers charged with reclaimed refrigerants.

As for the recovery and reclamation of refrigerants from the market, Daikin launched
a new scheme in lItaly in fiscal 2025. Refrigerants separated and recovered from the market
according to their type are purchased for a fee from equipment installation companies and
then recycled at Daikin Refrigerants Frankfurt in Germany. We plan to roll out this scheme to
other EU countries in the future.

Daikin Refrigerants Frankfurt, a subsidiary of Daikin Chemical Europe which engages in
the refrigerant business, owns a refrigerant reclamation and destruction plant. The company
is one of the few companies in Europe that can complete the reclamation and destruction of
recovered refrigerants seamlessly within the same facility.

The company’s distinguishing feature is its ability to not only reclaim refrigerants that have
been recovered separately by type, but also to separate and reclaim refrigerants that have been
recovered mixed with multiple types, which would normally be destroyed. We are also working
to improve separation technology, and in 2023 we put into practical use a processing
method using MOF technology,* which has made it possible to separate and reclaim certain
refrigerants that were previously difficult to separate and had to be destroyed, thereby
increasing the reclamation rate. By establishing a reclamation system capable of handling
recovered refrigerants with various properties, we are contributing to reducing environmental
impacts and promoting resource circulation.

* A technology that allows for the selective adsorption and separation of specific refrigerant molecules by structurally designing the
size of the micropores in a porous material composed of metal and organic ligands. It was developed by Distinguished Professor

Susumu Kitagawa of Kyoto University Institute for Advanced Study, who was awarded the Nobel Prize in Chemistry in 2025, and
his colleagues. MOF is an acronym for metal-organic frameworks.

See below for information about our initiatives to reduce the environmental impacts of refrigerants

Eﬁ 038 Environment Climate Change Reducing the Environmental Impacts of Refrigerants

Environment

Supporting the Recovery, Reclamation, and Destruction of Refrigerants
in Other Regions

Most emerging countries do not have laws requiring the recovery of refrigerants when equipment
is removed, and they lack the systems and infrastructure for the recovery, reclamation, and
destruction of refrigerants. As a result, in emerging countries, Daikin cooperates with
the Japanese government, national governments, international organizations, and other
stakeholders to create refrigerant recovery, reclamation, and destruction schemes.

In fiscal 2020, we established our own recovery and reclamation system in Singapore.

In Vietnam, we have been working with Marubeni Corporation, M Zetto Co., Ltd., and
GenbaNEXT Technologies Private Limited since fiscal 2021 to establish a refrigerant recovery
scheme as part of the Ministry of the Environment’s subsidy program for the Joint Crediting
Mechanism. In Malaysia, we have partnered with lwatani Malaysia Sdn. Bhd. and began refrigerant
recovery and reclamation efforts in August 2024. These projects were selected for funding
as advanced model projects by the Ministry of the Environment for fiscal 2025, accelerating
efforts in both countries.

In addition to these projects, we are also building refrigerant recovery schemes in other
countries, including Thailand, Indonesia, and India.

See below for our cooperation with environmental policy planning

088 Social Markets and Customers Engagement in Public Policy and Rulemaking
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Resource Use and Circular Economy

Promotion of Resource Circularity

Basic Policy

Daikin strives to design products and create services with the
value people demand and can be used over a long period of
time. We maximize the use of resources at all stages of the
product life cycle, from design to repair and final disposal.

Initiatives During Design

Daikin takes into account the effective use of resources and
the reduction of environmental impacts beginning with the
product design stage. We are working to improve resource
efficiency by making products smaller and lighter, using
materials with a lower environmental impact, and adopting
designs that are easy to disassemble and recycle. While
ensuring energy efficiency performance, we are working to
increase the use of recycled materials and reduce resource
consumption.

Making Smaller and Lighter Products

Making products smaller and lighter is effective for
reducing the amount of resources used. When making air
conditioners, for each product we set weight reduction
targets for both the entire product and its components.

However, if making it smaller and lighter means
compromised energy efficiency, then the product’s
environmental performance throughout the entire life
cycle has not yet been improved. When Daikin develops
products, our weight reduction targets for each product are
established on the condition that the annual performance
factor (APF) does not decrease.

Switching to Materials with Relatively Smaller
Environmental Impact

The main materials used in air conditioners are metals
such as iron, copper, and aluminum. Of these, copper
faces the issue of overmining, which leads to lower ore
grade, while its demand is expected to increase as society
strives to decarbonize. Daikin is working to reduce the
amount of copper it uses through the establishment of
replacement technologies.

In addition, the circular use of plastic resources is
another major challenge. Daikin is making efforts to
use recycled materials and alternative materials in its
products as well as to reduce the amount of plastic-derived
packaging materials it uses.

Product Design That Enables Easy Sorting
and Recycling

We consider a product’s recyclability from its design phase.
We adopt the use of resins that are easily recyclable and
structures that can easily be dismantled, and promote the
labeling of materials for sorting and recycling. In addition,
Daikin also strives to reduce parts and develop structures
with improved recyclability.

Reducing Rare Earth Usage

Daikin is working to reduce the amount of heavy rare earths
added for high heat resistance, in parallel with reducing
the use of rare earth-based magnets through motor design.
In addition, we are exploring magnets that reduce the
amount of rare earth elements used, and are also working
on recycling rare earth magnets through co-creation with
external partners.

Environment

Topics

Launching a Collaborative Initiative for
the Recycling of Rare-Earth Magnets in
Commercial Air Conditioner Compressors

Daikin Industries, in collaboration with Shin-Etsu
Chemical Co., Ltd., Hitachi, Ltd., and Tokyo Eco
Recycle Co., Ltd., launched a joint initiative in April
2026 to recover and recycle rare-earth magnets
from compressors of end-of-life commercial air
conditioners. We aim to establish Japan’s first circular
recycling scheme by leveraging Al image recognition,
robot-assisted disassembly, and low-environmental-
impact demagnetization technology. With full-scale
operations set to begin in 2027, this initiative will
help address resource constraints and contribute to
reducing environmental impacts.
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Topics

Demonstration of Horizontal Recycling
Technology for Aluminum Fins Used in
Air Conditioning Heat Exchangers

In September 2025, Daikin Industries, in collaboration
with Nippon Magnetic Dressing Co., Ltd. and UACJ
Corporation, successfully conducted a demonstration
test of a horizontal recycling® technology for
aluminum fins used in air conditioners.
Conventionally, high-purity aluminum has been
used to make the heat exchangers in air conditioners.
Because recycled aluminum fins from used heat
exchangers contain copper and impurities, they could
previously only be downcycled into other applications,
such as automotive components. The three companies
have been exploring technologies that enable
horizontal recycling from aluminum fins back into
aluminum fins. In a demonstration test, we succeeded
in manufacturing heat exchangers using recycled
aluminum fins on a production line by improving
the accuracy of aluminum and copper sorting and
enhancing the formability of the aluminum material.
It is estimated that manufacturing aluminum fins
from recycled materials can reduce CO2 emissions by
97% compared to manufacturing them from virgin
aluminum ingot. The horizontal recycling technology
demonstrated by the three companies contributes to a
significant reduction in CO2 emissions throughout the
entire life cycle of aluminum fins for heat exchangers.

* Recycling into the same grade

085 Social Markets and Customers Creation
of Innovation Collaborative Innovation Led by
Industry-Industry Partnerships

See below for information on environmentally conscious
product design

033 Environment Climate Change Power Consumption
Reductions during Product Use

Main Outcomes Related to Resource Conservation and
Recycling in Fiscal 2025

Category Outcome

¢ Expanded use of compressor models that
use heavy rare earth-free magnets

¢ Expanded the range of parts made from
recycled resin for certain models

¢ Changed the fan motor coil for the VRV7
model for the North American market from
copper to aluminum

¢ Reduced product height by 10% through

Residential air
conditioners

Commercial air
conditioners

Air purifiers )
P optimal part layout
e Searched for new resin manufacturers to
ensure stable procurement of recycled resin
Others P Y

e Established a scheme to use recycled
aluminum for heat exchanger fin materials

Creating a Circular Economy-Type
Business Model

As part of its business development linked to the circular
economy, Daikin provides services that enable customers to
access the air environment they desire without having to
purchase or own air conditioners. We aim to build a business
model adapted to the circular economy by providing the
intangible value of “air” through solutions that meet
individual needs, including installation, energy management,
maintenance, and support in the event of a breakdown.

Subscription-Based Air Conditioner Business

Daikin operates a subscription-based business for air
conditioners in Japan and Africa. A major feature of this
business in terms of resource circulation is that it can directly
recover resources used in the equipment. Air conditioners
are made from many metals such as copper and aluminum.
Furthermore, if an air conditioner breaks down and is left

Environment

unattended, the refrigerant inside the device will leak into
the air, contributing to global warming. In this business, Daikin
owns the air conditioner outright, so both the equipment and
the refrigerant can be reliably collected after use.

Energy management can also lower air conditioner
electricity consumption and GHG emissions, and
maintenance can prevent refrigerant leaks.

068 Social Markets and Customers Providing Safe, Reliable

and Comfortable Air Environments Toward the Further
Spread of Air Conditioning Infrastructure

Initiatives During Use and Repairs

Making products that last longer means that fewer
resources are used. Daikin customizes air conditioners in
use and provides services, such as retrofit maintenance
plans and panel replacement, that enable energy-efficient
and comfortable air conditioning with little in the way of
installation and cost. In addition, Daikin has established a
repair system around the world and is promoting reuse and
repair initiatives.

Lifespan Extension and Resource Conservation
Through Retrofit Maintenance Plans

This is a maintenance service that improves durability

and extends the lifespan of Daikin‘s multi-split type air
conditioners for commercial buildings that have been in use
for about eight years by replacing the retrofit compressor
with a new energy-saving refrigerant control system.

This conserves resources, as it only requires replacing

parts instead of updating the main unit itself. In addition,
optimally adjusting the refrigerant temperature according
to the load makes it possible to reduce power consumption
by about 13% compared to updating the main unit itself.

054



Daikin Group Sustainability Report 2026

Preventive Maintenance with Overhauls

Daikin also offers preventive maintenance services that
involve the overhaul and inspection of air conditioners.
By repairing and replacing key components, such as
compressors, control boards, and temperature sensors, this
service helps to prevent breakdowns due to age-related
deterioration and extend the service life of products.

We also developed a diagnostic tool for compressors,
a key component, enabling us to perform preventive
maintenance based on the objective data obtained from
the diagnostics.

Establishment of a Repair and Support System

Daikin is strengthening its repair system by establishing
service outlets around the world to address customer repair
requests and questions and enquiries regarding products.
In Japan, the Daikin Contact Center is open 24 hours
a day, every day of the year to take inquiries and receive
requests for repairs. Also, we are making repair requests more
accessible, as the Contact Center telephone staff follows a
support system that promptly asks for necessary information
on the phone and provides adequate directions, and we
offer other ways of reaching us other than by telephone,
such as over the Internet. Additionally, we are focusing on
increasing the technical capabilities of service engineers,
which includes introducing an engineer certification system.

069 Social Markets and Customers Providing New
Customer Value Through Solutions

Initiatives During Transport

Reducing Packaging Materials

Daikin targeted a 600 tons-COz2 reduction associated with
packaging design by fiscal 2025 compared to fiscal 2020.
Toward this end, we have been working to reduce the
amount of packaging materials used. In fiscal 2025, the
final year, we achieved our target for the VRV series of
multi-split type air conditioners for commercial buildings
by implementing measures integrated with the product

design, such as reinforcing the base frame, which resulted
in a reduction of 121 tons-COz.

Even as products are expected to become larger in
the future in pursuit of greater energy efficiency, we will
continue to focus on reducing packaging materials.

Promoting Recycling

Electric Appliances Recycling

Japan’s Home Appliance Recycling Law obligates
manufacturers to recycle at least 80% of the material from
their own residential air conditioners as well as recover and
then reuse or destroy refrigerants.

In fiscal 2025, we recovered about 620,000 units of
our residential air conditioners, totaling 24,026 tons. As
a result, the recycling rate stood at 92%, with 720,000
t-CO2 of fluorocarbons recovered.

Recycling of Residential Air Conditioners in FY2024 (Japan)

Other valuable materials 19% “ Reczcling ratio: ¢ _ Daikin
Fluorocarbons 1.7% 92% apapl:o‘):(‘.)gg(;‘,gjo%eﬁits
. 0 Weight of
Aluminum 3% A Total: Bl products recycled
Copper 8% 22,115 ; or reused: 2

tons

Iron 29% ——

Mixture of non-ferrous and
iron composite materials

1%
Fluorocarbons recovered:
720,000 tons

@L Home Appliance Recycling Results

=3
Residential air conditioners collected
approx. 4.18 million units

Environment

Recycling of Fluororesins

Daikin is committed to recycling fluorine materials throughout
its entire production process to contribute to the efficient
use of resources and the realization of a sustainable society.

As part of these efforts, we are working to develop
material recycling technologies for the mechanical recycling
of fluorine resin, as well as chemical recycling technologies
that convert fluorochemicals back into their raw materials,
such as calcium fluoride and monomers.

We are working on material recycling through our
subsidiary, Daikin Compounding Italy. Waste and machining
scrap generated during the molding and processing of
fluorine resin and super-engineering plastics, including
those from other manufacturers, are collected and recycled
using our own facilities. We then sell the recycled materials
as raw materials for packing, seals, tubes, and pipes.

With a target of fiscal 2028, we will construct a
technical verification facility for PTFE chemical recycling
and proceed to establish a model aimed at future
commercialization and business expansion.

Pre-recycled fluorine resin scrap
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Resource Use and Circular Economy

Reducing Emissions

Basic Policy

Introduction

As part of its efforts to move toward a circular economy and society, Daikin is working to
reduce waste from production processes and recycle generated waste. We aim to minimize
waste and maximize the value of resources.

Waste Reduction in Production Processes

Daikin is working to reduce waste emissions from production processes, including hazardous
waste, as well as endeavoring to reuse or recycle waste emissions. For example, in Japan,
we are reviewing production processes and equipment kaizen (improvement), as well as
improving in packing methods for the transport of parts. As a result, we achieved a 20%
reduction in emissions per unit of production compared to the baseline value,* greatly
exceeding our target of a 10% reduction by fiscal 2025.

* Average emissions between fiscal 2013 and fiscal 2015.

Emissions / per Unit of Production

M Japan [ Overseas @ Overall emissions per unit of production
with standard value set at 100

(Thousand tons) (%)
EL -.m. _100
N AT %
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) _
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(average for FY2013-FY2015)

e 80
190

Environment Social Governance Data

Management

Reducing Emissions of Waste Plastics

Daikin is working to reduce plastic emissions and recycle plastic materials. Group companies
in Japan set targets for each business, and they focus on thoroughly separating and recycling
waste plastics and plastic pallets generated during production. The recycling rate has been
steadily improving in each business. In fiscal 2025, the recycling rate for plastics generated
from our domestic air conditioning business was 45.2%, an improvement of 1.7 percentage
points over the previous fiscal year.

In fiscal 2025, the Daikin Group in Japan generated 6,832 tons of waste plastics.* Going
forward, we will continue to work to reduce these emissions and recycle plastics as resources.

* Includes in-house processing and excludes other valuable materials.

See below for Daikin’s resource recycling initiatives

053 Environment Resource Use and Circular Economy Promotion of Resource Circularity
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In Harmony with Nature

Environment

Daikin’s Approach to Natural Capital

Basic Policy

Protect and Rejuvenate the Gifts of
Nature, Recognizing the Impacts of Our
Business Activities

Our society is built on the many blessings of nature. The
loss of natural capital such as diversity of flora and fauna,
water, soil, and mineral resources affects not only the
health of the Earth, but also economic and social stability.
The Kunming-Montreal Global Biodiversity Framework
(GBF) adopted during the fifteenth meeting of the
Conference of the Parties (COP 15) to the Convention on
Biological Diversity in 2022 sets an interim goal for 2030
“to halt and reverse biodiversity loss to put nature on a
path to recovery.” This goal, called “Nature Positive,”
aims to realize a world in harmony with nature by 2050.
To achieve this goal, it is important for companies to
understand their dependence on and impact on nature
through their business activities, set targets, and disclose
their progress.

Daikin is working to minimize the negative impacts of
its business activities on climate change, water resources,
and biodiversity through its environmental management
system. Working with various stakeholders to maintain the
balance of precious natural environments and ecosystems
around the world and restore their abundance will enable
Daikin to contribute to the realization of a world in
harmony with nature.

062 Environment In Harmony with Nature Protecting
Biodiversity

026 Environment Environmental Management

Dependencies and Impacts on Natural Capital from Our Business Activities

In response to climate change, Daikin is taking action and disclosing information based on the recommendations of the
TCFD. With regard to biodiversity, we are working to disclose information in accordance with the guidelines of the Task Force
on Nature-related Financial Disclosures (TNFD), identifying nature-related dependencies and impacts of our overall business
activities, sorting out risks and opportunities, and promoting comprehensive assessment and management.

In fiscal 2025, we assessed our impacts on nature other than climate change using the Biodiversity Risk Filter developed by
the World Wide Fund for Nature (WWF) to evaluate items closely related to the Group’s business. Although our dependencies
on natural capital were generally low, we found that our dependencies on “water usage” were high and our impacts on
“pollution” were also high.

Regarding water usage, an item closely related to the Group’s business, we consider the impact of water shortages on
plant operations to be a risk. We have identified production bases in areas of high water stress using the water risk map of the
World Resources Institute (WRI) called Aqueduct and the World Wide Fund for Nature (WWF)'s Water Risk Filter covering the
direct operations of all our businesses. We are working to use natural resources sustainably, including by taking measures to
prevent depletion in areas of high water stress.

In terms of pollution, we are working to prevent air and water pollution by striving to reduce emissions and manage and
reduce chemical substances at each production base.

Ea 056 Environment Resource Use and Circular Economy Reducing Emissions

058 Environment In Harmony with Nature Water Resource Conservation

060 Environment In Harmony with Nature Management and Reduction of Chemical Substances
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In Harmony with Nature

\Water Resource Conservation

Basic Policy

Recognizing that water is an important resource that is
closely related to climate change and biodiversity, Daikin
strives to use it in a sustainable manner. We are strengthening
controls of water usage at our production bases around
the world and reducing water intake by reusing wastewater
as much as possible. We are also identifying bases with water
risks and working on measures to conserve water resources
throughout the entire value chain.

Risks and Opportunities Related to
Water Resources

Recognizing that impacts on operations caused by water
shortages pose a risk, Daikin assesses water stress levels—
more specifically, supply-demand conditions—in regions
around the world where we operate manufacturing bases.
Furthermore, the chemicals divisions, which use large amounts
of water, have located manufacturing bases in major river
basins with direct access to water resources.

We also view the reduction in production costs resulting
from reduced water usage as an opportunity. Toward this
end, we are working to reduce water intake through measures
such as promoting reuse and reviewing processes. All
water that is used is treated and purified so it can be returned
to water intake sources. For water purification, Daikin has
set its own voluntary standards that are even stricter than
legal requirements, which it always strictly adheres to.

Identifying and Addressing Water
Risk Locations

In fiscal 2025, Daikin assessed the extent to which the
location of each production base faces the risk of water
shortage based on the water stress score provided by WRI's
Aqueduct and WWF's Water Risk Filter tools. We identified
the four production bases of Daikin Airconditioning
India, Daikin Industries (Thailand), Daikin Applied Europe,
and Daikin Manufacturing Mexico as being exposed to
high water stress and designated these as bases where
management and countermeasures should be considered
with particular emphasis.

At Daikin Airconditioning India, we have introduced
a water recycling system using reverse osmosis (RO)
membranes. We are working to reduce water intake by
promoting water reuse, such as in the cleaning process
before outside panel painting and for cleaning restrooms.

Water usage at our production bases varies greatly
depending on the products they manufacture and the
processes they use. Therefore, in addition to the four locations
above, we have also established a system to continuously
check whether other production bases face unique water risks
by evaluating them based on the water usage standards and
water usage per unit of production set for each business unit.

By fiscal 2030, we aim to reduce water intake per
unit of production by 5% compared to the standard value*
in these high-water-risk areas.

* Average water intake between fiscal 2023 and fiscal 2025 or for fiscal 2025
(depending on location).

See below for our water intake and discharge amounts at the
four production bases exposed to high water stress

Eﬂ 152 Data ESG Data Environment Reducing Environmental
Impacts of Business Activities

Environment 058

Water Intake Reduction

Reducing Water Intake per Unit of Production

In fiscal 2025, Daikin’s production bases worked toward
the target of reducing water intake per unit of production
by 10% compared to the standard value.* As a result, they
achieved a reduction of 25% in water intake per unit of
production compared to the standard value in fiscal 2025.
This was the result of promoting water recycling, such
as reusing water used in cleaning and cooling processes.
Currently, to establish and maintain this level, we are
continuously monitoring and managing water usage at
each base.

* Average water intake between fiscal 2013 and fiscal 2015.
Water Intake per Unit of Production
@ Overall water per unit of production with standard value set at 100

(%)
100

90 100

8 o

70 d

=

0 )

Standard value (55, 2023 2024 2025 (FY)

(average for FY2013-FY2015)

See below for our water intake and discharge amounts,
Chemical Oxygen Demand (COD) emissions
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Impacts of Business Activities
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Initiatives in the Value Chain

To better understand water risks in our value chain, we
also conduct the same assessment on our major business
partners and have established water conservation items
within the Green Procurement Guidelines.

Using WRI's Aqueduct and WWF’s Water Risk Filter,
we conducted a water stress assessment targeting primary
suppliers, identifying 12 companies as located in water-
stressed areas. We are supporting these business partners
to improve their response capabilities by sharing best practices
and providing information, thereby raising the overall level
of water resource conservation across every one of our
supply chains.

@L Green Procurement Guidelines

Stakeholder Engagement

Daikin discloses information about our water-related initiatives.

For example, at our plants in Japan, we hold regular
meetings with local residents every year to report on our
water-related initiatives and hold discussions.

Environment
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In Harmony with Nature

Management and Reduction of Chemical Substances

Basic Policy

Daikin makes efforts to prevent pollution caused by products
and prevent pollution from plant operations. We request
that materials suppliers thoroughly prevent prohibited
chemical substances from entering our products in
accordance with legal regulations. In addition, we manage
and reduce emissions of chemical substances handled in the
manufacturing process, as well as monitor voluntary standards
for hazardous substance emissions in the air and water.

Compliance with Restrictions on
Toxic Chemicals

Management of Chemical Substances
Contained in Products

Daikin has a list of designated control substances that

are restricted under the RoHS Directive,! the REACH
Regulation,? and other laws. These are stated in our Green
Procurement Guidelines, and we work to prevent the
presence of these chemicals in our products.

1 The RoHS Directive (Restriction of Hazardous Substances Directive) 2011/65/EU
is a regulation in the EU prohibiting the use of certain hazardous substances in
electrical and electronic equipment.

2 The REACH Regulation 1907/2006/EC on chemical substances went into effect in
Europe in June 2007. REACH obligates companies manufacturing or importing at
least 1 ton of chemical substances a year in the EU to register with EU authorities.
REACH covers almost all chemicals on the market in the EU.

See below for information about compliance with regulations on
hazardous chemicals.

Eﬁ 119 Social Supply Chain Management Responsible
Procurement Promoting Green Procurement

@L Compliance with J-Moss

Products that Help Prevent
Air Pollution

Fluorine Materials for Automobiles that
Suppress VOC Leakage

The automotive industry strictly regulates the transpiration
of volatile organic compounds (VOCs), which contribute to
air pollution. Daikin supplies fluorine materials that contribute
to the prevention of air pollution.

NEOFLON CPT is a material for automobile fuel tubes
and hoses that prevents permeation and leakage of VOCs
in the hot engine surroundings. It reduces permeation to
just one-fifth of Daikin’s previous product, NEOFLON ETFE.

Automobile Fuel Hose Made of Fluororesin

Laminated tube made of
polyamide and NEOFLON CPT

Laminated hose made of
general purpose rubber

Environment

Management and Reduction of
Chemical Substances During Production

Establishing Reduction Targets for PRTR-
Regulated Substances and VOC

Each Daikin business base in Japan and overseas is making
efforts to reduce a variety of chemical substances. They are
also working continuously to increase the recovery rate and
ensure the appropriate treatment of target substances.

We are working toward a target of reducing
emissions per unit of production (total of PRTR? substances
and VOCs) in fiscal 2025 by 10% compared to the
baseline.2 In fiscal 2025, we achieved a 50% reduction
against the standard value.

1 Act on the Assessment of Releases of Specified Chemical Substances in the
Environment and the Promotion of Management Improvement
2 Average chemical substance emissions between fiscal 2013 and fiscal 2015

Chemical Emissions (total of PRTR Substances and VOCs) /
per Unit of Production

[ Japan [ Overseas @ Overall emissions per unit of production

with standard value set at 100 (%)
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See below for our compilation of PRTR substances
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Daikin’s Approach to PFOA

Daikin has ceased the manufacture and use of
perfluorooctanoic acid (PFOA) as of the end of calendar year
2015. Our Yodogawa Plant (Settsu City, Osaka Prefecture,
Japan) has voluntary implemented measures such as pumping
and cleaning up of groundwater to date in response to the
detection of PFOA in the groundwater around the plant.

Starting in 2023, we began construction of a water-
impermeable wall around the perimeter of the Yodogawa
Plant to ensure any PFOA is contained on site. As a
company that manufactured and used PFOA in the past, we
will continue to monitor trends relevant to PFOA and to take
action in consultation with the local authorities.

@L Daikin’s Approach to PFOA

Daikin’s Approach to PFAS

At its chemical plants, Daikin Industries captures perfluoroalkyl
and polyfluoroalkyl substances (PFAS) from wastewater
generated during the PFAS manufacturing process. In the
United States and Europe, we already recover 99% of
polymerization emulsifiers from fluoropolymer manufacturing
processes. We are also focusing on developing advanced
technologies to destroy PFAS, with a particular emphasis
on acquiring technologies that can be implemented in
actual wastewater treatment applications, and accelerating
technological development through industry—industry and
industry—academia collaboration.

We recognize the need for continuous improvement in
manufacturing stewardship. Going forward, we will consider
new technologies and practices to help ensure the safe
manufacture and use of our chemical products.

@L Daikin’s Approach to PFAS

Daikin’s Approach to SOx and Nox

We measure and manage emissions of sulfur oxides (SOx) and
nitrogen oxides (NOXx), which are required to be measured by
the laws and regulations applicable to each business base,
in accordance with laws and regulations. We are also taking
steps to further curtail their emissions.

See below for air pollutant emissions

[§F) 154 Data ESG Data Environment Reducing Environmental
Impacts of Business Activities

Storage and Treatment of PCBs

Daikin abides by national laws in properly managing
equipment containing PCBs (polychlorinated biphenyls).
Treatment of all waste containing high PCB concentrations
was completed. Waste with low PCB concentrations is
being disposed of based on a Daikin disposal plan.

Preventing Pollution

Minimizing Environmental Damage in Case of
Accident or Disaster

Daikin has systems in place that allow it to minimize
environmental damage if there should be an accident

or disaster at Daikin manufacturing bases around the
world. Our Disaster Prevention Manual details how to deal
with emergencies like chemical and oil leaks, spills, and
earthquakes. The manual is the basis for regular emergency
drills. We hold disaster prevention drills at least twice a year
at all domestic manufacturing sites. By conducting drills
simulating the leakage of oil or chemical substances, we
ensure that measures are taken to prevent actual leakage
into the soil or wastewater.

Environment

Monitoring of Pollutants

Daikin controls air and water pollution using voluntary
standards that are stricter than national emission standards
and local government by-laws. We regularly measure our
various environmental impacts and work to either prevent
or decrease them.
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In Harmony with Nature

Protecting Biodiversity

Basic Policy

Environment

Basic Policy of Protecting Biodiversity

To achieve nature positivity, Daikin strives to minimize the
negative impacts of its business activities on biodiversity,
while at the same time working to maintain the balance of
precious natural environments and ecosystems around the
world and restore their abundance.

Biodiversity and Climate Change

In September 2010, Daikin established its Basic Policy on Protecting Biodiversity. Based on this policy, we will reduce GHG
emissions from our business activities, which have a particularly large impact on biodiversity. We will also promote efforts to
protect and restore nature outside of our business operations.

Biodiversity is seriously affected by the loss of habitats and
the destruction of ecosystems caused by climate change,
which means that climate change countermeasures are
essential to realizing a world that is in harmony with nature.
Daikin considers climate change to be a top priority and
believes that it is most important to minimize impacts

on biodiversity by reducing GHG emissions throughout all

of its business activities, including product development,
production, transportation, sales, and service. Similar to
carbon neutrality, it is important that biodiversity conservation
be addressed throughout the entire supply chain. Daikin
asks its suppliers to consider and address biodiversity in

its Green Procurement Guidelines and Supply Chain CSR
Promotion Guidelines.

019 Management Priority Sustainability Items Key
Sustainability Themes and Management Structure

028 Environment Climate Change Challenge to Achieve
Carbon Neutrality

&4 116 Social Supply Chain Management

Basic Policy of Protecting Biodiversity
We act for the sake of abundant greenery and fresh air.

Thinking Behind Our Basic Philosophy

Our society is built upon the many blessings that nature gives us. The source of these blessings is biodiversity. The loss of this
biodiversity would hurt our water, food, and other aspects of our life.

Daikin’s business also has a major effect on biodiversity through our contribution to global warming.

To contribute to a sustainable society, we strive to reduce our contribution to global warming throughout our business
activities, and to maintain balance in ecosystems so that we can help bring back the abundance of the natural world.

Main Efforts

1. We are committed to promoting efforts to mitigate global warming from the perspective of biodiversity
as well.

* Reduce GHG emissions throughout our entire business activities, including product development and production,
transportation, sales, service, and the supply chain.

2. As a member of the community living in the bounty of nature, we work with our employees to promote
initiatives to protect and regenerate nature.

¢ In the countries and regions in which we do business, we work with governments, residents groups, NPOs, and NGOs in
efforts including the protection and rejuvenation of nature.

* We create new forests on our premises.
* We support employees in their volunteer work.

e We provide the public with information and education.

(Established September 2010)
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Efforts at Bases

Continuing Satoyama Restoration at Shiga Plant

Employees have taken the lead in restoring the region’s
original satoyama landscape in the Daikin Shiga Forest
biotope located on the premises of our Shiga Plant. In
addition to continuing to eradicate invasive species, conserve
native species, and conduct biological monitoring surveys,
the biotope is also used for environmental learning for
local elementary school students. In 2024, the biotope
was designated a Nationally Certified Sustainably Managed
Natural Site, under Japan's OECM framework by Japan’s
Ministry of the Environment. In 2025, the plant endorsed
the Shiga Nature Positive Network,* expanding the scope
of its activities.

* A platform established in August 2025 for information sharing among companies,

local organizations, universities, and government agencies, centered around
Nationally Certified Sustainably Managed Natural Sites within Shiga Prefecture.

S FAES A4 s
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Ministry of the Environment Nature Coexistence
Site logo

Environmental learning

Nature Forest at Yodogawa Plant

We are preserving the forest located at our Yodogawa
Plant to recreate the satoyama landscape of the Hokusetu
region where it is located. Since 2017, plant employees have
been continuously working to improve the habitat of the
Geniji fireflies to help establish breeding and increase the
population. Today, a decade after the satoyama landscape
was restored, the forest now fosters a rich new ecosystem
from the nearby Yodo River. Recently, kingfishers and
bull-headed shrikes (often described as small birds of prey
with a carnivorous diet) have been observed near the clear

Kingfisher Bull-headed shrike

stream, while Daurian redstarts have been spotted on their
migration from Siberia and northern China.

Biodiversity Conservation at the Sakai
Plant’s Biotope

The Sakai Plant established a biotope in 2012 with the aim of
creating a home for living organisms. Since then, employees
and their families have participated in the greening of the area
around the biotope. As a result, the biotope at the Kanaoka
Factory, which is surrounded by residential areas, is home to
many aquatic organisms, including Oryzias and Pseudorasbora
parva, and other fish, and is also visited by birds such as
spot-billed ducks and wagtails to rest their wings.

In fiscal 2024, the Kanaoka Factory formulated an action
plan for biodiversity conservation through 2030. We have
also begun the Kanaoka Minami Daikin Forestation project
in collaboration with a nearby elementary school.

Forestation work with local elementary
school students

Daikin Ales Aoya Training Center Works to
Protect and Rejuvenate Natural Forests on
Coastal Dunes and Beaches

Daikin Ales Aoya Global Training Center in Tottori Prefecture,
Japan is located on a coastal dune known for its “whistling
sand.” The area is home to a typical coastal vegetation
ecosystem: starting from the beach and gradually giving way
to taller trees. However, this coastal vegetation has been rapidly
disappearing across Japan. Daikin Industries not only protects this
rare coastal dune environment, but also brings back the nature
that had been lost so that this dune ecosystem can once again
return to its natural state. First, we survey the local vegetation,
then formulate and implement a vegetation and planting plan.
After implementation, we receive advice from experts in
the monitoring and fostering of the vegetation.

These activities were recognized with Excellent Stage 3
certification, which is the second highest level on the 5-step

Environment

evaluation of the SEGES social/environmental contribution
greenery evaluation system run by the Organization for
Landscape and Urban Green Infrastructure.

Social & Enviroamental Green

Daikin Ales Aoya (overview)

Mark of certification for
the SEGES (Social and
Environmental Green
Evaluation System)

Rejuvenating Community Forests
in Osaka Prefecture

Daikin is also rejuvenating forests around its business sites.
Using the adopt-a-forest program,* Daikin has been involved
in Satoyama restoration in lzuhara in Ibaraki City since
fiscal 2016.

In fiscal 2025, a total of 55 people, including employees
and their families, took part in an event in Izuhara to
remove bamboo and plant broadleaf trees to increase
the population.

* A program where Osaka Prefecture works with companies and forest owners to
encourage their involvement in forest upkeep work.

Initiatives at Overseas Bases

At its bases around the world, Daikin takes part in a
number of nature conservation activities in forests, along
rivers, and in coastal areas at its business locations and in
the local communities.

Daikin Industries (Thailand)
Tree planting in the community

Daikin Applied Europe
Greening activities in the community
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Initiatives Through Corporate
Citizenship Programs

“Forests for the Air” Project Helps Preserve
Irreplaceable Resources—The World's
Valuable Forests

Forests, which nurture biodiversity, produce oxygen through
photosynthesis and also have cooling and air-purification
effects. Forests are the earth’s air conditioner. They help to
mitigate climate change by absorbing and fixing COz in place
over the long term, and play an essential role in maintaining a
stable atmospheric environment.

Daikin believes that protecting and nurturing vibrant
forests is an important initiative that supports the foundation
of Earth’s environment. Since 2014, we have been
implementing the “Forests for the Air” project to conserve
our planet’s valuable forests. Over the 10-year period to the
end of 2023, the project has conserved 11 million hectares
of forests and contributed to the reduction of more than 7
million tons of CO2 emissions. On Daikin’s 100th anniversary
in 2024, we extended the project for another 10 years. We
have strengthened our support in Hokkaido’s Shiretoko,
Indonesia, India, China, and the Amazon River Basin, while
adding Okinawa Prefecture’s Iriomote Island and Ethiopia to
the project scope.

This project aims not only to plant trees but also to
establish a forest conservation system led by local residents.
Taking advantage of global partnerships with international
NGOs and other organizations, we will provide localized

Regions Covered by the “Forests for the Air” Project

China Japan
Mountains of Hokkaido
India Southwest China .Shiretoko
Liberia North Western Ghats
East Nimba Nature Reserve © Okinawa

Iriomote
Cambodia —T fland

Central Cardamom
Protected Forest

—

Amazon River Basin

0ld-growth forests Ethiopia Indonesia

in Brazil and Bolivia Northwestern Gunung Gede Pangrango
“Church forests” National Park

community support, such as supporting agriculture as an
alternative source of income to deforestation as well as
environmental education.

@L “Forests for the Air” Project

Efforts in Japan
Areas receiving support in Japan include the Shiretoko
Peninsula in Hokkaido and Iriomote Island in Okinawa
Prefecture. The project’s support of Shiretoko began in 2011.
Daikin, the Shiretoko Nature Foundation, Shari Town,
and Rausu Town are working to restore forests based on
a collaborative agreement. In addition to donations, we
send employee volunteers twice a year, with 21 participants
in fiscal 2025, bringing the total number to 266.
Furthermore, on Iriomote Island in Okinawa Prefecture,
where support began in 2024, we began dispatching
employee volunteers in fiscal 2025 under a tripartite
agreement with Taketomi Town and the Iriomote Foundation.
Fifteen people participated in beach cleanups and invasive
species removal, providing them with an opportunity to take
ownership of environmental issues.

Iriomote Island volunteers

Shiretoko volunteers

Initiatives in the Amazon Basin

The Amazon, the world’s largest tropical rainforest, plays an
important role in regulating temperatures globally. It also
has one of the most diverse habitats on Earth. However, the
Amazon’s forests are losing ground to land clearing and
slash-and-burn agriculture driven by poverty, as well as the
effects of wildfires. Daikin is working with Conservation
International (Cl), an international NGO, to conserve forests
and support local communities in Tomé-Acu, Para, Brazil
and the Madidi National Park area of Bolivia, both within
the Amazon River Basin.

Environment

The indigenous people who live there are the most
affected by deforestation. Their means of livelihood, culture,
and spiritual life are heavily dependent on the forest. In
Bolivia, we introduced agroforestry, encourage the processing
and sale of agricultural products, and promote ecotourism in
the Tacana community living in the area served. Furthermore,
we support women in developing their skills and aim for
sustainable forest management led by local residents.

e

Supporting the capacity building of a
Tacana women’s weaving group

Initiatives in Java, Indonesia

Since 2008, Daikin has been restoring the forest in Gunung
Gede Pangrango National Park on the island of Java in
Indonesia. This area is plagued by illegal logging and land
conversion for agricultural use. Yet, it is considered a critical
area sometimes referred to as the “last forest.” We have
worked in cooperation with the government, local residents,
and NGOs to restore 355 hectares of forest locally. In addition
to afforestation, we are establishing a community-led
conservation system through support that leads to improved
living standards, such as the introduction of agroforestry and
the development of water supplies and micro-hydroelectric
power generation facilities. In 2024, we expanded the

area of support to an additional 500 hectares in the
surrounding area. In October 2025, we held a tree-planting
ceremony at the site. We are now strengthening our local
partnerships, including with the participation of employees
from Daikin Airconditioning Indonesia, to promote greater
forest stewardship.

Commemorative ceremony held locally
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