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Daikin Industries, Ltd., was founded in
1934 and is one of the world’s leading
companies in the fields of air condi-
tioning systems and fluorochemicals.
In the field of industrial-use air con-
ditioning systems, recent data show
that Daikin’s market share in Japan is
approximately 40% and its share of
the world market for fluorochemicals
is 20%.

Daikin has also diversified its busi-
ness portfolio into oil hydraulic and
electronics-related equipment. By com-
bining the specialized technologies in
these various fields with its R&D capa-
bilities, Daikin has created products
that have had an epoch-making impact
on industry and our everyday lives.

In April 2001, Daikin has prepared
a strategic management plan entitled
“Fusion 05,” with 2005 as the target
year. The principal objective of this
plan is to draw together the momen-
tum that Daikin has nurtured to date
and take this power to a critical point,
with the aim of speedily implement-
ing the two goals of “strong focus on

management that emphasizes Daikin’s
market capitalization” and “enhancing
the sophistication of Daikin’s unique
flat and quick management style that
meets global standards,” on a thorough-
going, Companywide basis. The ulti-
mate objective of these activities will
be to take the Daikin Group forward

to become “an international enterprise
and “a truly first-rate company.”
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As the world moves toward a single
market and an era of megacompetition,
Daikin will take up the challenge of
accelerating the development of its
business operations on a global basis.
Daikin’s global development in the five
regions of Japan, Europe, the Americas,
and Asia, including China, is already
under way and growth of these border-
less business activities will continue.
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Forward-Looking Statements

This Annual Report contains statements regarding future plans and strategies of Daikin
Industries, Ltd. (the Company), as well as the Company’s future performance. These
statements are not statements of past facts but are based on judgments made by the
Company on the basis of information known at the time. Therefore, readers should
refrain from drawing conclusions based only on these statements regarding the future
performance of the Company. The actual future performance of the Company may be
influenced by economic trends, strong competition in the industrial sectors where it
conducts its operations, foreign currency exchange rates, and changes in taxation and
other systems. For these reasons, these forward-looking statements are subject to latent

risk and uncertainty.
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Daikin Industries, Ltd. and Consolidated Subsidiaries
Years Ended March 31 Millions of yen
2001 2000 1999
NET SAIES ... ittt e et r e e e raaeas ¥531,908 ¥463,069 ¥464,332
(0] o LTz L] 1o [T g Todo 03 1= TSP 39,814 25,888 23,004
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Total Shareholders” EQUILY ......cuveee e e e e ea e 173,924 159,635 149,089
Yen

Per share of common stock:
NET INCOMEB™ ot e e e e e e e eeas ¥75.60 ¥39.62 ¥23.48
Cash dividends applicable to the year 12.00 10.00 10.00

* Calculated on the basis of the weighted average number of common shares outstanding during each year
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During fiscal 2001, ended March 31,
2001, Daikin exerted untiring efforts
to expand sales volumes in its air con-
ditioning operations, both domestic
and overseas, with unrivaled products
and to augment sales in its fluoro-
chemicals business by creating new
demand and developing new applica-
tions. As a result, the Daikin Group
recorded consolidated net sales of
¥531.9 billion, a substantial increase

Noriyuki Inoue, President

compared with the previous term and
the highest annual sales figure in the
77-year history of the Company.
Fiscal 2001 was the final year of
Daikin’s Fusion 21 strategic manage-
ment plan, which spanned fiscal
1996 through fiscal 2001. Under the
plan, the Company strove tirelessly
to radically reform its managerial
framework, implement comprehensive
cost reductions Companywide, and
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develop unique, highly appealing
products. As a result, we once again
achieved wide profit margins in our
fluorochemical and overseas air con-
ditioning operations and expanded
our share of Japan’s air conditioning
market. Operating income increased
54%, to ¥39.8 billion, marking the
third consecutive annual increase.
Net income surged 91%, to ¥19.9
billion.

This substantial increase in rev-
enue, combined with the Company’s
efforts to reduce accounts payable and
inventories as well as curb capital
investment, contributed to the secur-
ing of ¥17.8 billion in free cash flow
for the term. Revenue improvement
also contributed to improved consoli-
dated return on assets (ROA), which
rose 2.0 percentage points, to 4.4%.

Return on Assets
E/OO)A = Net income/Total assets

=== Consolidated basis
Non-consolidated basis

3.9
24

1.7 1.7 18 11421

0.7/1.616%

: 1211
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Furthermore, as a result of rapid
global development over the past few
years in the air conditioning and fluo-
rochemicals businesses, the percent-
age of overall net sales accounted for
by overseas business climbed to 32%,
twice the percentage from five years
ago.

In recent years, Daikin has been
working to expand and develop the
Daikin Group by implementing
advanced initiatives, including
introducing its own brand of corpo-
rate governance, radical reform of



its human resources and compensa-
tion schemes, and the separation of
research, human resources and gener-
al affairs, accounting, and the infor-
mation systems division into separate
companies. External assessment of the
Company has also improved, as illus-
trated by the inclusion of the rise in
its aggregate market value and other
news about Daikin in various news-
papers, magazines, and other media.

Overseas Business Ratio

(Consolidated basis)

[—1Overseas sales (¥ billion)

[ Domestic sales (¥ billion)

e Qverseas business ratio (%)
30.8 30.3 320
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At the general shareholders’ meet-
ing held on June 28, 2001, the Board
of Directors resolved to pay cash
dividends applicable to the year of
¥12.00 per share.

An Overview of

Fiscal 2001 Operations

In air conditioning operations, sales
volumes grew substantially, both
domestically and overseas, which
helped compensate for the otherwise
negative effects of the yen’s apprecia-
tion—particularly against the euro—
on segment sales, which increased
17% compared with the previous
term, to ¥401.2 billion. Operating
income surged 81%, to ¥24.5 billion.
Daikin succeeded in substantially
increasing sales in its domestic air
conditioning operations through such
efforts as the ongoing development
of such unrivaled products as the
commercial-use SUPER INVERTER

70 and the residential-use URURU &
SARARA. Sales promotion campaigns
focused on the demand for air condi-
tioner replacement and increased
sales to home appliance mass mer-
chandisers. In commercial-use air
conditioners, we rapidly boosted our
market share to approximately 40%,
the greatest share ever achieved in our
history. We also increased our share
of the residential-use air conditioning
market to approximately 12%, thus
ranking among the top three in the
industry and closing the gap with our
major competitors.

Daikin is also leading other Japa-
nese manufacturers in aggressively
developing its global framework by
acquiring sales agents in the growing
markets of Europe and Asia, including
China, as well as such emerging mar-
kets as India, Central America, and
South America. The Company’s 1999
global tie-up agreement with
Matsushita Electric Industrial Co., Ltd.
(Matsushita Electric), in the air condi-
tioning business will steadily solidify
over the next few years. As the first
step in these operations, we will begin
supplying Matsushita Electric with
commercial-use air conditioners in
China and, in return, Matsushita
Electric will supply us with residential-
use air conditioners, also for the
Chinese market. Through this partner-
ship, we will maximize the strengths of
both companies and expand sales in
the increasingly competitive market of
China.

In chemicals, in addition to increased
demand for fluoroplastics from Japan’s
semiconductor market, business re-
bounded in the United States in FEP for
LAN cable insulation. As a result, seg-
ment sales increased 17% compared

with the previous term, to ¥96.2 billion,
and operating income increased 33%,
to ¥16.0 billion, both of which repre-
sent substantial improvements in earn-
ings and profit. The share of the global
market held by Daikin’s chemicals busi-
ness has been steadily expanding every
year, and in fiscal 2001 it reached
20%, making the Company the number
two player in the global industry. As
other manufacturers withdraw from the
market and restructure their operations,
we now have a chance to compete
head to head with the industry leader.
Seizing this chance, we will strive to
capture the number one position in
the global industry by fiscal 2006 by
achieving gradual growth through the
accelerated development of new prod-
ucts, applications, and markets and by
seeking high returns through strategic
investments. One of our most important
projects is the construction of a manu-
facturing plant in China, approval for
which has been granted, and we estab-
lished a new subsidiary for the plant in
April 2001.

In the months and years ahead,
we will concentrate our managerial
resources on our core businesses of air
conditioning and fluorochemicals and
expand them into the number one and
number two businesses on the global
market, respectively.

Free Cash Flow (FCF)

(¥ billion)

FCF = Income before income taxes +
Depreciation and amortization —
Investments + Net working capital
I Consolidated basis

] Non-consolidated basis
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Daikin’s Basic Management Policy
In fiscal 1996, Daikin enacted its
Fusion 21 strategic management plan.
In mid-2000, we updated the plan and
renamed it Fusion 21 D in response to
drastic changes in the operating envi-
ronment. We accelerated our efforts
and engaged ourselves in the fulfill-
ment of our objectives.

Specifically, we implemented strate-
gies aimed at the following objectives:
1) Creation of a lean and fortified profit
structure
2) Reform of the financial framework
3) Radical strengthening of each busi-
ness division
4) Creation of new business segments
and the development of highly unique
products
5) Development of a fast and flat man-
agement structure
6) Attainment of a high level of trust
from society

As a result, over the past few
years—despite severe economic con-
ditions—the Company succeeded in
improving its performance. It acceler-
ated the expansion of its global opera-
tions and improved its financial standing.
We have succeeded in achieving our
goal of Fusion 21, which was “to lay
the foundation for becoming a global
and truly first-rate company at the start
of the 21st century.”

In April 2001, Daikin commenced
its new strategic management plan—
Fusion 05—for achieving a global and
truly first-rate status by fiscal 2006.
Building upon the foundation laid
through Fusion 21, Fusion 05 seeks to
convert the deteriorating business envi-
ronment into an opportunity to pull fur-
ther ahead of our competitors. To do
this, we will unleash the power of the
momentum we have generated thus far

and fuse together our thorough aggre-
gate market value focused approach
with our own world-class brand of flat
and fast management. We will then
implement a range of initiatives based
on this fusion to ensure our survival in
the ages to come.

In particular, the enhancement of
aggregate market value will give us an
added edge in stock swap based M&A
as well as tie-ups and alliances in which
we will play the leading role. It will also
enable us to utilize more diversified
fund-raising methods, thus broadening
our managerial options for future growth
and enabling the flexible implementa-
tion of various initiatives. From these per-
spectives, the enhancement of aggregate
market value has become an important
slogan for managerial objectives.

Also under Fusion 05, Daikin has
established clearly distinct three-year
and five-year goals for becoming an
appealing company that pulls together
human resources, capital, and infor-
mation. Looking to fiscal 2004, we
will work to maximize corporate
value through cash flow focused
management and conduct “statistics
management” that fastidiously empha-
sizes numerical targets. Objectives
for fiscal 2006 will focus on structural
reform and managerial innovation.
Our ultimate goals are to establish a
solid revenue and financial framework
by fiscal 2004 and, through M&A and
other large-scale investments, join the
ranks of the global and truly first-rate
companies by fiscal 2006.

To achieve these objectives, we will:
1) Achieve the world’s number one
and number two ranks, respectively,
for our core air conditioning and
fluorochemicals businesses through
tie-ups and alliances

2) Aim to raise our R&I rating to AA
or higher through cash flow focused
management and achieve an interest-
bearing debt ratio of 20% or less
3) Raise the overseas business ratio
to 50%
4) Increase the weight of innovative
businesses, which seek to convert the
overall Group business structure, and
strive for a ratio to net sales of 40%
5) Pursue advancements in technolo-
gy, which is a crucial part of our role
as a manufacturer
6) Hone our own brand of fast and flat
management and elevate it into a cor-
porate climate and culture worthy of
worldwide admiration

An overview of this plan is included
in the Topics section of this report for
the reader’s reference.

To Our Shareholders
This concludes my discussion of
Daikin’s managerial policies and busi-
ness results for fiscal 2001. It is my
intention to steadily fulfill all of our
managerial tasks and achieve further
dramatic growth in the 21st century.
In closing, | wish to thank our share-
holders for their backing during fiscal
2001. We look forward to their contin-
ued support in the current fiscal year.

June 28, 2001

Noriyuki Inoue,
President
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In this era, which—due to the progress of global-
ization and the IT revolution—demands speed
more than ever, the key to fast management is
gathering and incorporating the necessary people,
goods, and money into our management system.
Taking advantage of the current vigor of our Group
and high evaluation by others, and based on the
achievement of Fusion 21, we aim to dramatically
develop our‘business to become a global and truly
first-rate (I:(;mpany that attracts people, capital,
and information, to become a company at which
people want to work and continue working, a
company in which people want to invest, and

a company with which other companies want to
form alliances, igniting and displaying the power

?ﬁd momentum we have cultivated.
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Build a dynamic company that

Establish the foundation -
for development in the Targets In

early 21st century. FY2004

Expansion of business

scale
1. Net sales:

Improvement in
profitability

2. Ordinary income:

Total commitment to
management that
prioritizes market
capitalization

5. Market capitalization:

6. Three years total FCF:

11. Credit rating:

Conversion of business
structure for sustainable
growth

Enhancement of technology

Establishment of a corporate

culture and management structure
in which we can take pride

-]
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attracts people, capital, and information.

Maximize corporate value Target for Become a global and truly
through a management style first-rate company.
emphasizing cash flow. FY2006

$6,700 million to $7,300 million ($7,000 million™*)

$670 million to $730 million ($700 million™)

$10 billion (Assuming PER?=25X)

+$800 million

Note: Numerical targets in Fusion 05 have been set forth in Japanese yen. However, they are written in U.S. dollars (exchange rate: ¥100=US$1.00) in the English version of Fusion 05.
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1 Clearly set quantitative targets for the next three years in order to align
the direction of all of our employees. Resolutely carry out reforms through
guantitative management reforms because this is an era of uncertainty.

Focus on realizing dynamic development.

Thoroughly implement Ratio Management, which pursues both an increase
in profitability and an expansion of business scale by:

Pursue Daikin's best practices by promoting a fusion of time-tested Daikin
traditions and evolving fast and flat management responding to the times
with a forward-looking competitive edge.

DATKTN TNDUSTRTES, LTD. ANNUAL REPORT 2001



Thoroughly implement and improve measures, with an emphasis on our
Customer First policy.

Enhance Daikin technology to drive business structure conversion and
the continuous development of highly differentiated products.

In this era in which the degree to which IT is integrated into business
activities directly affects the level of a company's performance, thoroughly
promote management reform utilizing IT, based on the recognition that our
utilization of IT originates in our Customer First policy.

Clearly distinguish between our core business activities, including those
which may become core businesses, and non-core activities (thoroughly
outsource non-core activities). Seek mutual advantages by understanding
the outsourcing needs of other companies as business opportunities.

Thoroughly implement four priority measures to establish global corporate
ethics. Add to the Company’s appeal by publicizing Daikin's philosophy,
strategies, and intentions.

S1IHOITHOIH TVIONVYNIA

JAILOFdSHId LNJNIFOVNYIN

SOIdOL

SNOILYY3dO 40 M3AIAIY

NOILO3S TVIONVNIH

V1vd 31vd40dd00

<]



/NI4

SLIHOITHOIH TVIONY

JAILOFASYHId LINFNIDVNVYIN

SOIdoL

SNOILYH3dO 40 MIINIS

NOILD3S TVIONVNI4

V1va 31vH40d400

- Development of

12 Core Strategies

Scenario for the Development
of 12 Core Strategies to
Thoroughly implement market Achieve Our Medium-Term
capitalization driven management, ]

which will enable us to implement Implementation Plan and

measures for expansion with a .
Aesdlsle & U e Realize Our Goals for FY2006

1

Build a dynamic
attracts people, cap-

FY2004

Maximize corporate value
through a management style
emphasizing cash flow.

Enhance our unique fast and flat
management to be recognized globally.

[E
o
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Achieve the global number one or two
positions in our air conditioning and
fluorochemicals businesses and a 50%
overseas business ratio by using
flexible strategic alliances.

4
5

company that
ital, and information.

FY2006

Become a global and
truly first-rate company.

Develop innovation business to
promote a realization of a paradigm
shift of our business structure.

6

Enhance DAIKIN technology.
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Air Conditioning

Sales (% of net sales, ¥ billion)

75.4%
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In fiscal 2001, sales by Daikin’s Air Conditioning and
Refrigeration Equipment Division rose 16.6%, to ¥401.2
billion. The division’s sales accounted for 75.4% of con-

solidated net sales.

The Japanese Market

Overview

Demand in Japan’s air conditioning market underwent a
dramatic recovery during fiscal 2001. In the first half, private
sector capital investment rebounded and seasonal demand
was strong due to hot weather during the summer season,
which offset the relative decline in public works spending.
In the second half, as well, private sector capital investment
remained strong and demand from the housing market was
bolstered by the impending enforcement of the Recycling
Law.

Against this backdrop, increases in Daikin’s unit sales of
package air conditioners and room air conditioners substan-
tially exceeded the average growth rate for the industry,
proving the effectiveness of Daikin’s efforts to expand its
retail focused sales network and its powerful product lineup
featuring products unique to Daikin that have proved well
suited to the rising demand for air conditioner replacements.
=Commercial-Use Air Conditioners
In the commercial-use
air conditioning market,
. we succeeded in sub-
stantially increasing
our market share
through sales expansion

initiatives focused on

Y O R e S L
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high-value-added products that easily appeal to our cus-
tomers. Such products include the SUPER INVERTER SERIES,
which contributed greatly to market share expansion in the
previous term. In fiscal 2001, we further enhanced the ener-
gy efficiency of the series and expanded our lineup into the
high-capacity zone with the SUPER INVERTER 70, the
FACILITIES INVERTER, which is intended for use in manu-
facturing plants, and multi-air conditioners for office build-
ings, which feature independent control of individual units
and are designed to meet the demand for building renova-
tion in metropolitan areas.

=Residential-Use Air Conditioners

In the residential-use air conditioner market, the URURU &
SARARA air conditioner—now in its second year on the
market—proved extremely popular with consumers and
contributed to increased
sales. Sales through
mass merchandisers of
home appliances also
grew substantially,
boosted by increased
demand stemming from

the hot summer.

Outlook

The slowdown in the U.S. economy and declining private
sector capital investment—the primary driver of market
industry demand—owing to deflationary pressures, are
cause for concern in the Japanese air conditioning market.
Over the months and years ahead, meeting customer
needs with comprehensive solutions will become para-
mount as the huge stock of package air conditioners
installed during the bubble economy era approach replace-
ment age and the majority of commercial-use air condition-
ers will be converted to HFC coolant in autumn 2001. As
such, we are firmly aware that a major factor in marketing
strategies in fiscal 2002 will be ensuring the competence
and efficacy of the products, services, and sales operations
that enable the Company to provide solutions to the prob-

lems this situation presents.



Meager prospects for increased demand for room air con-
ditioners are foreseen in fiscal 2002 as new housing starts
are expected to stagnate and the increase in demand seen
during fiscal 2001 leaves little opportunity for further expan-
sion. Nevertheless, we will continue to strive to expand
sales by leveraging our priority product URURU & SARARA,

a unique product available only from Daikin.

The Global Market
Overview
The global market for air conditioning equipment saw
demand in Europe continuing to expand during fiscal 2001,
supported by strong consumer spending and capital invest-
ment. However, growth remained stagnant in Asia, where
economic conditions have yet to recover. It appears likely to
be some time yet before full recovery is achieved in the con-
struction sector. Meanwhile, local makers are coming to the
fore in the growing Chinese market and Korean manufactur-
ers are expanding worldwide with a focus on Europe, factors
that are driving up prices and market share competition.
Against this backdrop, Daikin balanced out a decline in
weak markets with stepped-up sales in such markets as
Europe, Australia, and Hong Kong, where demand was
strong, leading to
increased sales of all
products in its building-
use multi-air condition-
er lineup. Sales growth

was particularly strong

8

we obtained large purchase orders for compact air condi-

in Hong Kong, where

tioners for large-scale housing complex projects. In the
growing Chinese market, our local joint venture for manu-
facturing and sales, Shanghai Daikin Air-Conditioning Co.,
Ltd., steadily increased sales amid severe competition.

In South America, through the purchase of a local compa-
ny, we established Daikin Airconditioning Argentina S.A.,
our first subsidiary in South America.

Sales and manufacturing operations were also com-

menced at Daikin Shriram Airconditioning Pvt. Ltd., the

joint venture we established in the previous term in the bur-

geoning market of India.

Outlook

In our core air conditioning operations, although the
Japanese market is expected to stabilize, no prospects for
substantial growth in the future are foreseen. While the glob-
al market is anticipated to continue to expand in the medium
term, price competition is expected to grow increasingly
intense worldwide as not only Japanese manufacturers but
manufacturers from Korea and China expand into the mar-
kets of China, the Middle East, Australia, and Europe, particu-
larly in the markets for compact air conditioners. In the
months and years ahead, Daikin will strive for the top world
market share by enhancing competitiveness and securing air
conditioning revenues on a Groupwide basis by strengthen-
ing its overseas operations and expanding its comprehensive
air conditioning business, spanning residential-use air condi-
tioners, commercial-use air conditioners, and central air con-
ditioning systems in the world’s five major markets. To
remain a significant player in the global air conditioning mar-
ket, we will not only continue to establish new sales sub-
sidiaries of our own through acquisition of other companies
but also search for globally based strategic alliance partners.
Moreover, we are developing globally complementary busi-
ness operations with Matsushita Electric Industrial Co., Ltd.,
with whom we concluded a strategic alliance agreement in
autumn 1999. As the first step in these operations, we began
marketing compact air conditioners supplied from Matsushita

on an OEM basis in China.

SNOILYHY3dO 40 MIIAIH

13



SNOILYHY3dO 40 M3IIAIH

14

Chemicals

Sales (% of net sales, ¥ billion)

18.1%
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During fiscal 2001, sales by Daikin’s Chemicals Division
rose 17.4%, to ¥96.2 billion. This figure represented

18.1% of consolidated net sales.

Overview

During the term under review, Daikin succeeded in increasing
sales for the sixth consecutive year, owing to expansion in the
semiconductor markets of Japan and other countries, global
business development, and favorable market conditions in the
United States and Europe. Fiscal 2001 was the final year of the
Fusion 21 strategic management plan, and we succeeded in
meeting the plan’s targets for improving business scale and
profitability with a global market share of 20%.

In fluoroplastics and
fluoroelastomers,
Daikin achieved a 20%
increase in sales year
on year amid growing
demand from the semi-
conductor industries of
Japan and the United States and recovery in the FEP market
for LAN cables in the United States.

In fluorocarbons, increased demand for alternative refrig-
erants led to an increase in net sales for the term.

Demand for R-407C and R-410A surged, especially
from Japanese air conditioning manufacturers. In response
to these market conditions, in January 2001 Daikin com-
menced operations at Japan’s first mass production plant
for HFC125, the base gas from which these new alternative
coolants are derived, and it is now supplying this gas
worldwide along with HFC32.

In other chemicals, although sales of fluoroalcohol—a
CD-R dye solvent—declined due to changes in the CD-R
market, we succeeded in substantially expanding our share
of the international market for oil- and water-repellant fin-
ishes and significantly increased our sales. We commenced
local production of these =
finishes at Daikin America,
Inc., in February 2001 and
will work to strengthen the
supply capabilities of our
plants in Japan and the
United States.

Outlook

Fluorochemicals are used in a wide range of industries,
including automotive equipment, IT, and semiconductor
manufacturing facilities, and, therefore, long-term market
stability is expected.

Daikin has instituted a growth strategy for its chemicals
business that is aimed at dramatic growth and will be imple-
mented in concert with the new Companywide Fusion 05
strategic management plan.

Our growth strategy can be broken up into three major
sections. First, we will develop new applications for fluoro-
chemicals in the strong growth potential areas of IT and
semiconductors in order to create a market for these special-
ty chemicals. Second, we will expand those operations
related to products that promote global development. Third,
we will create new peripheral businesses that leverage the
unique properties of our functional chemicals.

In June 2000, Daikin established the Daikin Institute of
Advanced Chemistry and Technology, Inc., in the United
States—the center of leading-edge applications develop-
ment—as a research center for the efficient outsourcing of
the latest fluorochemical technological development and
applications development to external research institutions
and venture corporations. In the months and years ahead,
we will expand our global technologies network and accel-
erate the development of new applications and new prod-

ucts and the establishment of new businesses.



We will strive to raise the ratio to net sales of the products
we have developed over the past five years from the current
31%, to 35% by fiscal 2006.

We recognize that alliances are an indispensable tool for
swiftly expanding our business and enhancing our competi-
tiveness in response to the rapidly changing times. We will
strive to establish competitive business operations by con-
sidering alliances in such areas as new business develop-
ment, technology platform enhancement, applications
development, and raw materials procurement.

To respond to sales expansion, our growth strategy calls
for an increase in supply capacity over the next five years to
1.5 times the current level by augmenting the production
capacity of existing facilities and establishing new manufac-
turing plants. To help achieve this objective, in fiscal 2002
we will commence the supply of semiconductor etching
agents from Formosa Daikin Advanced Chemicals Co., Ltd.,
a joint venture with Formosa Plastics Corporation of Taiwan,
the IT equipment production nexus of the world.

——

To strengthen fluoroelas-

tomer operations in Europe,
we plan to commence fluo-
roelastomer production in
France in fiscal 2003 to fol-
low up on Daikin Chemical
Netherlands B.V.’s com-
mencement of precom-
pounding.

In China, we have bro-
ken ground on the con-
* struction of a new plant at
Daikin Fluorochemicals (China) Co., Ltd., which we estab-
lished in Changshu, Jiangsu, in April 2001, and plan to com-
mence the supply of fluoroplastics and fluorochemical
products in fiscal 2003. The Jiangsu plant will supply highly
cost-competitive products—made possible through the
application of cutting edge production technologies—to the
high growth potential markets of China and other countries

in Asia.

By constantly devel-
oping and implement-
ing new technologies,
Daikin will continue to
conduct safe and envi-

ronmentally sound

operations and supply
high-quality, reliable products to the entire world.

By maintaining profitability and proactively allocating
managerial resources to our fluorochemicals business, we
will augment our capabilities and create new markets, and
strive to achieve the number two position in the world with

a 25% global market share.

Oil Hydraulics

Sales (% of net sales, ¥ billion)

3.7%
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In fiscal 2001, sales for the Oil Hydraulics Division rose
13.6%, to ¥19.7 billion. This amount accounted for 3.7%

of consolidated net sales.

Overview
The environment surrounding the oil hydraulics business for
the term under review was generally favorable as capital
investment recovered, particularly in IT-related sectors, and
exports to Asia increased. Overall demand for oil hydraulics
equipment increased 7.2%, to ¥232.7 billion.

Against this backdrop, Daikin strove to increase sales
of its unique lineup of energy-conserving products, which
includes inverter coil cooling units and the ECORICH
series of inverter oil hydraulic systems, as well as develop
new customers. As a result, we succeeded in increasing
division sales and market share for the second consecutive

year.
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=Parking Systems
Owing to a steady increase in condominium construction,
which represents the majority of market demand, mechani-
cal multi-level car-parking systems saw a demand increase
of approximately 15% compared with the previous term.
During fiscal 2001, Daikin strove to expand sales of its
HIGH SPEED SERIES, which was introduced in fiscal 2000,
as well as cultivate latent
demand for the renovation
and new installation of
parking facilities. As a
result, we successfully
increased both net sales
and market share substan-
tially.
=Lubrication
During fiscal 2001, Daikin integrated Daikin Lubrication
Products & Engineering Co., Ltd. (DLP), business into the
lubrication division of Nabuco, Ltd., and commenced oper-
ations under this new configuration in April 2000. Strong
results have been obtained and we succeeded in becoming
the number one company in the domestic grease lubrication

industry and securing a stable revenue base.

Outlook

The domestic market for oil hydraulics has always been
extremely sensitive to economic fluctuations, but the medi-
um- to long-term outlook for the industry is particularly
severe due to the globalization of master machinery makers
and competition from electric and air pressure formats. The
expansion into the Japanese market of other manufacturers
further exacerbates future business prospects, and the JFPA
(Japan Fluid Power Association) anticipates that overall
demand for oil hydraulics equipment in fiscal 2002 will
decline 5%, to ¥221.6 billion.

Against this backdrop, Daikin will expand the scope of
the business from merely power control to power motion
control by fusing such other technologies as electric pres-
sure powered formats with its traditional oil hydraulic tech-

nologies and developing new hybrid products. We will also

embrace strategic alliances
and partnerships and -
expand our business into
the high growth potential

markets of Asia. Through

these initiatives, Daikin
will remain a significant
player in the market.

Moreover, in May 2001, Daikin and Sauer Danforth, Inc.,
of the United States agreed to establish two joint ventures
for manufacturing and sales in the mobile hydraulics indus-
try in Japan with the objective of better serving both parties’
customers in Japan, China, and other parts of Asia by lever-
aging each other’s strengths and unique features to expand
their businesses and improve their operational frameworks.
After working out details of the agreement, the joint ven-
tures are scheduled to be established in October 1, 2001.
Through these joint ventures and mutual cooperation, we
will strive to achieve a top market share of 30% in the
mobile hydraulics market of Japan and elsewhere in Asia.

At the same time that demand is expected to stagnate
in the medium term, market prices are also anticipated to
become increasingly competitive. The oil hydraulic market
represents a mere 15% of the overall market for multi-level
car parking systems. As such, we are aware that the poten-
tial for further business expansion with a lineup restricted
only to oil hydraulic products is limited. Therefore, leverag-
ing the industry’s top service network, we will develop our
multi-level car parking systems service business into a new
pillar of revenue and enter into partnerships with electric
multi-level car parking systems. Through these and other
initiatives, we will strive to expand from our current position
as Japan’s number three player in the industry to the number

two and eventually number one position.



Defense

Sales (% of net sales, ¥ billion)

2.8%
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In fiscal 2001, Daikin’s defense-related sales declined
24.3%, to ¥14.8 billion, due to an explosion during the
term at one of its subcontractors. This figure represented
2.8% of consolidated net sales, down from 4.2% in the

previous term.

Overview

Reflecting the significant role economic reform initiatives
took in the Japanese government’s market recovery oriented
budget for fiscal 2001, a substantial increase of 3.8% com-
pared with the previous year was noted. However, because
the defense budget remained the same, at ¥4.93 trillion, no
significant improvement in business conditions was gained.
Fiscal 2002 is the first year in the government’s new five-
year New Mid-Term Defense Program. Although this plan
represents an approximate 3.8% increase in total spending
compared with the previous defense plan, it also includes

a minor 1% cut in frontal armaments. Frontal armaments
spending for fiscal 2002 is budgeted at ¥767.0 billion, a
0.6% decrease from the previous term, an indication that
business conditions will most likely remain severe. Although
increases in spending on ammunition and guided missiles—
which are supplied by Daikin—have been budgeted for,
future business conditions remain uncertain, and manage-
ment will need to keep a watchful eye on future government

budget trends.

Outlook

In fiscal 2001, an accidental explosion at one of Daikin’s
subcontractors caused net sales in defense-related opera-
tions to decline 24.3%, to ¥14.8 billion. We will make up

this loss in fiscal 2002 and it is not expected to have any
substantial effect on performance for fiscal 2002 and fiscal
2003. Despite efforts to expand demand for fiber-reinforced
plastic (FRP) composite vessels and demand oxygen con-
trollers, sales declined slightly during the term due to
changes in business conditions.

From fiscal 2002, in the manufacture of ammunition,
processes formerly used for ammunition will be switched to
mass production. Seizing this opportunity, we will configure
efficient production systems and work to strengthen our
business capacity. We will strive to expand business in
new private sector operations and convert our operational
structure to suit the changing needs of the market.
=Defense
Starting in fiscal 2002, Daikin will receive purchase orders
from Japan’s Self Defense Agency for new types of ammunition
that can be used in training drills even in the cramped confines
of the Japanese archipelago. Because these will be mass-
produced, we will consolidate and streamline our production
systems and convert our operations into a stable business struc-
ture capable of fulfilling the requirements of the cost reductions
demanded by the Self Defense Agency. We will also pursue
greater efficiency in the development of high-value-added
products and strive to maximize Self Defense Agency purchase
orders.
=New Private Sector Business
In 1996, Daikin first applied its defense-related technologies
to the private sector market by developing Japan’s first FRP
composite vessels. Since then, they have found a wide range
of uses, including home oxygen
therapy, demand oxygen con-
trollers, and breathing apparatus
cylinders for use in fire fighting,
and have steadily increased in
sales. In the months and years
ahead, we will do our utmost to
develop such new private sector
businesses into major pillars of
our operations on a par with

defense.
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Computer Graphics

In the Japanese market, with demand stimulated by invest-
ment in IT, sales of Daikin’s network computing software
increased steadily. Demand for LSF, which optimizes the
burden shared by computers by allocating data processing
over a network, grew dramatically, particularly in the semi-
conductor design sector. Our newly introduced network
management system, KINNETICS, also contributed to sales
expansion as its use by universities and research institutions
helped boost recognition of its product value. However,
overall sales stagnated due to a falloff of demand for our
SOFTIMAGE 3-D computer graphics animation software,
recent computer downsizing, and shrinkage in the market
due to the widespread conversion to the Windows NT
operating system.

Daikin’s Computer Graphics Division is currently posi-
tioning itself in close proximity to the IT industry, an indus-
try that has brought about enormous upheaval in recent
years and is the current leader of industry trends. In the
months and years ahead, the Company will strive to convert
its Computer Graphics Division into an IT-related business
and thereby expand its operations. Specifically, we will
work to obtain profitable business results at the earliest pos-

sible date for such new businesses as network solutions,

'Hﬁ

=i .~ss digital broadcast studio

which we brought to

market in the second half

of fiscal 2001, our virtual

business, and our appli-
cation service provider
(ASP), which is centered
around time rentals of equipment CAD software.
Furthermore, although we developed our SCENARIST
DVD authoring system, which we introduced in June 1996,
into a global business with sales in the United States,
Europe, and Asia, overseas organizational management
costs proved to be prohibitive and we sold off the business.
From now on, we will merge our DVD authoring software

with that of Sonic Solutions Inc. of the United States,

continue to act as the central representative in Japan, and
conduct marketing, sales, and support operations. Sonic
Solutions will continue to develop new DVD authoring
software and conduct marketing, sales, and support for

the global market.

Semiconductor
Manufacturing
Equipment

In our cryogenics business during fiscal 2001, we focused
on expanding sales of our cryo-pumps to producers of man-
ufacturing equipment, including semiconductors, and sales
of our cryo-coolers, introducing new products to market.
Daikin posted an all-time high in unit sales of cryo-pumps,
thanks to strong demand in semiconductor markets and suc-
cessful efforts to expand sales of these pumps in Korea and
Taiwan. On the other hand, a delay in new product devel-
opment prevented us from realizing an increase in sales of
cryo-coolers. Nevertheless, overall sales in our cryogenics
business exceeded our targets.

Amid a rapid recession of the semiconductor market, in the
current fiscal year we plan to maintain sales at the same level
as in the previous fiscal year by focusing on sales of cryo-
pumps for use in the manufacturing of electronic devices
other than semiconductors and by targeting sales of cryo-
coolers for use in linear motors on Japan Railways trains.

Regarding cluster tools for semiconductor manufacturing,
we achieved a more than fourfold rise in sales by stepping
up marketing activities aimed at our targeted users and
introducing products in the market for compact cluster tools.
Despite these efforts, we were unable to attain the targets of
our initial plans for increasing sales volume mainly owing
to a lag in repeat orders from users.

In the current fiscal year, we will work to increase sales
by concentrating on securing repeat orders from current cus-
tomers, carrying out horizontal marketing activities among
them, and developing new products for use in the produc-

tion of 300mm wafers.
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Daikin Industries, Ltd. and Consolidated Subsidiaries
Years Ended March 31

Millions of yen

2001 2000 1999 1998 1997
NEt SAIES ... ¥531,908 ¥463,069 ¥464,332 ¥462,519 ¥452,675

Air conditioning........cuvveuiiereeiiiiiiiie e 401,192 344,213 345,837 336,663 353,903

ChemiCalS.......ove i 96,188 81,957 79,629 77,373 66,165

OtNEIS . 34,528 36,899 38,866 48,483 32,607
Operating iINCOME ........veviiieeeiiie e e e e 39,814 25,888 23,004 21,636 21,670
Income before income taxes

and mMiINority INTEreStS ........cvviviiiieeiiie e 35,234 19,418 15,351 11,796 15,259

NEL INCOME ..o 19,939 10,453 6,194 5,455 6,645
Per share of common stock (in yen):

Net INCOME™ ...oveeiiiii e ¥75.60 ¥39.62 ¥23.48 ¥20.68 ¥25.19

Cash dividends applicable to the year ................... 12.00 10.00 10.00 10.00 10.00
TOtal SSELS....oeeiiiieiieiie e ¥453,142 ¥431,009 ¥434,290 ¥448,739 ¥428,370
Total shareholders’ equity .........cccvvieeiviiiieeiiiiiieeenenn, 173,924 159,635 149,089 145,332 142,885
Net property, plant and equipment...........cccceevvevnnes 135,725 125,612 132,517 136,901 141,466
Number of employees ..........ccvvvvviiiiiiiiiiieiiee e 15,047 14,280 14,337 13,852 13,669

* Calculated on the basis of the weighted average number of common shares outstanding during each year
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Sales Breakdown
(For fiscal 2001)

Defense
2.8%

Oil Hydraulics
3.7%

Chemicals
18.1%

Air Conditioning
75.4%

Operating Income
(¥ billion)

21.7
21.6
23.0
25.9
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Net Sales

In fiscal 2001, ended March 31, 2001, despite the yen’s appreciation and continuing
deflationary pressures, Daikin’s efforts to increase sales by expanding its market
share in its core businesses of air conditioning and fluorochemicals and by creating
new markets resulted in substantial increases in sales volumes, both domestically and
overseas. Overall net sales for the term increased 14.9% compared with the previous
term, to ¥531,908 million.

Looking at sales by business sector, in air conditioning and cryogenics operations,
sales volumes increased substantially both domestically and overseas due to the
Company’s efforts to enhance price competitiveness through thorough cost reduction,
introduce unique products, and strengthen its worldwide sales branches. Despite tum-
bling retail prices in Japan and the yen’s strength against the euro and the Australian
dollar, sales leaped 16.6%, to ¥401,192 million.

In chemicals, demand for fluoroplastics expanded substantially in the semiconduc-
tor industry in Japan and the United States and demand was also strong for FEP for
use in LAN cables. In chemical products, although sales of fluoroalcohol decreased
significantly due to CD-R inventory adjustments and partial conversion to other agents,
sales of oil- and water-repellent finishes grew considerably in Asia and Europe and
sales of semiconductor etching agents also increased in Asia. As a result, net sales
increased 17.4%, to ¥96,188 million.

In oil hydraulics, as a result of a significant recovery in demand for machine tools—
the division’s core products—as well as further increases in demand for multi-level car-
parking systems, sales of hydraulic devices for industrial machinery increased 13.6%,
to ¥19,726 million. In defense-related operations, net sales declined 24.3%, to
¥14,802 million, due to the partial carryover of ammunitions shipments to Japan’s Self
Defense Agency because of an accident that occurred at the manufacturing plant of
one of Daikin’s subcontractors in August 2000. As a result, overall sales in other busi-
nesses declined 6.4%, to ¥34,528 million.

Cost, Expenses, and Earnings
During fiscal 2001, cost of sales amounted to ¥356,325 million, and the cost of sales

ratio was 67.0%, an improvement of 0.7 percentage point. This was the result of the

Years Ended March 31, 2001 2000 1999 1998 1997

Gross profit (net sales less cost of sales)
asa%ofnetsales......cccceeeviiiiiiiiiiiiiiiiiin 33.0 323 312 30.0 295

Operating income as a % of net sales .........c........... 7.5 5.6 5.0 4.7 4.8

Interest coverage (operating income
plus interest and dividend income
divided by interest expense) (times)..........ccccvvunnnns 7.8 5.6 3.6 3.5 3.4

Net income asa% of netsales ............cccceeeevneennn.. 3.7 2.3 1.3 1.2 1.5
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effectiveness of Companywide efforts to streamline production systems and to reduce
costs of design as well as material and component procurement, which offset the
effects of the yen’s appreciation and declining domestic air conditioner retail prices.

Selling, general and administrative (SG&A) expenses rose ¥12,137 million, to
¥135,769 million. This was due to an increase in the Company’s share of the burden
for pension expenses stemming from the adoption of new accounting standards govern-
ing retirement benefits, increased logistics expenses associated with the rise in sales
volumes, and the allocation of necessary funds to priority and strategic initiatives.

Operating income leaped 53.8%, to ¥39,814 million. Examined by individual seg-
ment, operating income for air conditioning surged 81.3%, to ¥24,455 million, as the
significant increase in both domestic and overseas sales volumes, due to the
Company’s aggressive sales promotion activities, absorbed the effects of the yen’s
appreciation. Rebounding from the effects of a May 1999 accident at the manufactur-
ing plant of Daikin America, Inc., operating income for the Chemicals Division
increased 32.5%, to ¥15,955 million.

Other expenses—net declined 29.2% on a Companywide basis, to ¥4,580 million,
due largely to an increase in royalty revenues of ¥1,099 million and a ¥1,202 million
decrease in foreign currency exchange losses.

As a result, net income for fiscal 2001 soared 90.7%, to ¥19,939 million.

Financial Position
Concerning assets, Daikin made Groupwide efforts during fiscal 2001 to reduce notes
and accounts receivable as well as inventories. In terms of the number of days
retained compared with the previous year, notes and accounts receivable decreased
by 13 days and inventories decreased by 3 days. Capital expenditures totaled
¥27,152 million and depreciation was ¥19,436 million. As a result, net property, plant
and equipment for the term increased ¥10,113 million.

Meanwhile, investment securities increased approximately ¥8,270 million, due to
the adoption of the market price accounting rule.

As a result, total assets grew 5.1%, to ¥453,142 million.

Due to the Company’s efficient use of assets, interest-bearing debt liabilities
declined ¥15,376 million. On the other hand, notes and accounts payable increased
¥9,213 million and construction liabilities increased ¥5,998 million. As a result, total

current and long-term liabilities increased ¥7,042 million, to ¥273,960 million.

Years Ended March 31, 2001 2000 1999 1998 1997
Notes and accounts receivable (¥ billion)......... 104.2 106.3 103.6 110.0 100.4
Inventories (¥ billion)..........ccooovveiiiiiiiniiis 92.2 84.2 954 102.9 96.6

Interest-bearing debt (not including
trade notes discounted) (¥ billion)................. 143.7 159.1 1719 186.4 180.2
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Total shareholders’ equity advanced ¥14,289 million, to ¥173,924 million, and the

shareholders’ equity ratio increased 1.4 percentage points, to 38.4%.

Cash Flows
Due to the increase in income, net cash provided by operating activities during fiscal
2001 amounted to ¥48,548 million.

On the other hand, net cash used in investing activities totaled ¥23,203 million, the
bulk of which was due to the Company’s purchases of property, plant and equipment
of ¥20,292 million.

Net cash used in financing activities totaled ¥23,679 million, primarily due to a
decrease in short-term borrowings.

As a result, cash and cash equivalents (liquidity in hand), end of year, amounted to
¥35,482 million, approximately the same level as at the previous fiscal year-end. This
figure is equivalent to approximately 0.8 times the Company’s average monthly net
sales of ¥44,326 million. Liquidity in hand, including a commitment line with banks of
approximately ¥25,000 million, amounted to ¥60,482 million, or 1.4 times the

Company’s average monthly net sales.

Dividends

Daikin has positioned the maximization of corporate value (stock value) among its top-
priority managerial tasks. As such, the Company is actively working to develop new
businesses and strengthen its operational framework by adopting new systems and
managerial indicators, including a virtual internal companies system, ROA, free cash
flow (FCF), and Daikin’s Value Added (DVA). At the same time, focusing on dividends
as a means of returning value to our shareholders, we are committed to raising the
ratio of cash dividends to shareholders’ equity (on a non-consolidated basis) to more
than 2.0%.

During fiscal 2001, Daikin achieved substantial increases in both operating income
and net income. Starting in fiscal 2002, the Company will strive to achieve further
improvements to its operational framework with the ultimate objective of fulfilling the
goals of the Fusion 05 strategic management plan. At the same time, we are planning
aggressive strategic investment in the acceleration of our global business development
comprising such business expansion measures as IT outfitting and the augmentation
of our competitive strength. Taking these factors into account, the Company declared
cash dividends applicable to the fiscal year of ¥12.00 per share, an increase of ¥2.0 com-
pared with the previous year. The ratio of cash dividends to shareholders’ equity (on a

non-consolidated basis) was 2.0%.

NOILO3S TVIONVNIAH

23



NOILO3S VIONVNIA

24

| PTG HHTHE R

Daikin Industries, Ltd. and Consolidated Subsidiaries

March 31, 2001 and 2000 Millions of yen
ASSETS 2001 2000
Current assets:
Cash and Cash QUIVAIENTS ........oeuuiiiii e e e e e e e e e eae e e eaeneas ¥ 35,482 ¥ 33,334
Y00 & (=T IR LVEE) 1 =T ) £ 320 1,460
Receivables (Note 5):
Q= 10 (SN g1 (=N 19,721 26,508
Q= 10 (ST Tt ot o 10 ) £ 85,584 81,275
Allowance for doubtful reCeiVabIES ............coiiiiiii e (1,119) (1,467)
T2 ) (o] LTS (N o] (=T PP 92,174 84,182
Deferred tax asSSetS (NOTE ) ...uuiiiiiieiiiiie et e e e e e e e e e e et e e e ea e e e eae e eeeaenans 9,159 6,639
Prepaid expenses and Other CUIMENT @SSEES......iiiuuiiiiiiii e e e e e e e e e eaeaens 14,017 9,186
TOLAl CUIMENT ASSEES ....ieniieiiie et ettt e et e et e e et e e e e e e e raeeneenas 255,338 241,117
Property, plant and equipment (Note 6):
(=T 0 To PP UP PSR UPPPRRRt 23,785 23,546
BUIldiNGS @Nd STFUCTUIES ... .ottt e e et e e e e et e e e e e e eeea e eeeannns 111,678 104,861
Machinery and qUIPIMENT .......... et e et e e et e e e e et e e e e e e e eean e e eeana e aaeenns 199,073 186,201
FUMNITUIE AN FIXEUIES .. ettt e e et et e e e e et e e et e a e e s e saeensaaaenss 67,372 64,416
8,893 6,214
410,801 385,238
(275,076) (259,626)
135,725 125,612
Investments and other assets:
INnvestment SECULIES (NOTE ) ... .ot e et e et e e e e e e e e e e e et e eeeanns 41,265 30,584
Investments in and advances to unconsolidated
subsidiaries and associated companies (NOte 5).....c..uiiiiiiiiiiiii e 3,233 4,974
Deferred tax aSSetS (NOTE ) ... it e et e e e et e e e e e e e eaa e e eennas 671 1,184
(O] 1 g1 = T £ 16,910 15,869
Total invesStments and OTher ASSEES.. ... eaas 62,079 52,611
Translation adjustmeENTS (NOTE 2).......uuiiiiiiiiiiiiiee et e e e ettt e e e e e e e eeeaba e eeeaes 11,669
0] - | IR P PR UPUSP R UPPRRRt ¥453,142 ¥431,009

See notes to consolidated financial statements.



Millions of yen

LIABILITIES AND SHAREHOLDERS’ EQUITY 2001 2000
Current liabilities:
Short-term DOrroWiNgS (NOTE B) ... .ceiiiiiiiiiiiiii ettt e e e e e e ee e e e aeees ¥ 64,384 ¥ 81,707
Current portion of long-term debt (NOTE 6) .......cceeeiiiimiiiiee e 13,123 5,895
Payables (Note 5):
L= 10 [S3N 410 ) (= 26,630 24,062
L= (0 [SIR= (ot ot 01U g1 £ 39,229 32,584
(OF0] 1] {10 1 o] o 11,213 5,215
INCOME TAXES PAYADIE .. et e e et e e et e e e et e e e et e e eaeanas 11,602 4,217
Deferred tax liabilitieS (NOTE ) .......uuiieie i 42
Yool (1= T0 I =D o 1T £ PSRRNE 20,585 17,423
Other cUIreNt HADIITIES ......eu i e e e e e e e e eaaaanas 16,959 22,822
Total CUITENT HabIlITIES ... et e e e e anas 203,767 193,925
Long-term liabilities:
(e gTo R =T g0l [T o) A (1[0 (=N ) SRR 66,224 71,505
Liabilities for retirement benefits (NOLE 7) ....c..u oo 1,698 1,271
Deferred tax liabilitieS (NOTE 9) ... et e e e eeean s 2,271 217
Total long-term labilities ......ccovuuiiii e e e e e e e 70,193 72,993
LY T To] 1 AR 1 (=] (] USSP 5,258 4,456
Commitments and contingent liabilities (Note 13)
Shareholders’ equity (Notes 8 and 14):
Common stock, ¥50 par value—authorized, 500,000,000 shares;
issued and outstanding, 263,813,973 shares in 2001 and 2000 ...........cccuuiieieiiiieeeeineaeenn. 28,023 28,023
Additional paid-in CAPILAl .........oen i e ea e eaas 25,968 25,968
RELAINEA BAIMINGS .. cee ettt e e e et e e e et e e e et e e e eaa e e aeean e aenennns 122,694 105,646
Net unrealized gain on available-for-sale SECUNtIES ..........cooouuii i 4,802
Foreign currency translation adjustments (NOtE 2) ..........iiiiiuiiiiiiiii e (7,327)
L0 ] -1 PP 174,160 159,637
TreasUry STOCK, @t COSE ....euuuuiiii ittt ettt e et e e e ettt e e e e e e e n e e e e e e e eenneeaas (236) (2)
Total ShareholderS” EQUITY ......iie i e e 173,924 159,635
0] - | IR PPN ¥453,142 ¥431,009
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Daikin Industries, Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2001 and 2000

Millions of yen

2001 2000

LN A T= T =T ¥531,908 ¥463,069
(101 0 ) JESY= 1[N 356,325 313,549
LTSS o] o | PP 149,520
Selling, general and administrative expenses 123,632

(0] LT = ] o [T g Teo 0 TSRS 25,888
Other income (expenses):

INtErest and IVIAENAS ........cuuiiiiii et e e e e e e et e e et e e e e e eeneees 1,108 759

INtEreSt EXPENSE ...iiviiiieeei et (5,216) (4,728)

Gains on sales of investment securities 6 1,632

ROYAITY INCOME ...ttt e e e e e et e bbb e e e e e e e e eenna e e eeees 1,428 329

EXCNANGE TOSSES ...ttt ettt e e e et e e e e e e (261) (1,463)

Loss on disposals of property, plant and eqUIPMENT ..........cooiiiiiiiiiiiie e (898) (755)

Write-Off Of INVESIMENT SECUNTIES.....euueii e (436) (1,828)

WIite-Off OF OThEr ASSELS ......eiii e (728)

Equity in earnings (losses) of associated COMPANIES. .........cooivviiuiiiiiieeeeeeiie e 325 (369)

(01T e 0= PSP UPPPPPPTPNN 92 47

Other expenses—net.........ccccceiieeeeeieeeiiiiinneenn. (4,580) (6,470)

Income before income taxes and minority interests 35,234 19,418
Income taxes (Note 9):

[0 1 (=T o1 PPN 17,537 8,503

Deferred (3,216) (101)

Total 14,321 8,402
Minority interests in net income of SUDSIAIANES ........cooiiuiiiiii e (974) (563)
NN o T T 1 =R ¥ 19,939 ¥ 10,453
Yen

Per share of common stock (Note 2):

NET INCOME ..ttt ¥75.60 ¥39.62

Cash dividends applicable t0 the YEar...........couiiiiiiiiiii e 12.00 10.00

See notes to consolidated financial statements.
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Daikin Industries, Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2001 and 2000

Millions of yen

Number of
common
shares Common
issued stock

Additional
paid-in
capital

Retained
earnings

Unrealized
gain on
available-for-
sale securities

Foreign
currency Treasury
translation stock,
adjustments  at cost

Balance, April 1, 1999...........c.oeneeee. 263,813,973 ¥28,023 ¥25,968

Cumulative effect of consolidating
subsidiaries previously
unconsolidated ............ccccceeeeennnnn.

Cumulative effect of application of
equity method to an associated
company previously accounted for
by the cost method ......................

Adjustment of beginning retained
earnings for the adoption of
deferred tax accounting method ....

Treasury stock acquisition—net
(182 shares).......ccceeeevvuuinieeeniennns

Net inCOME .....ccuviveeiiieiiieeeeies

Appropriations:

Cash dividends, ¥10 per share ...
Bonuses to directors and
corporate auditors....................

¥ 95,099

(185)

(110)

3,127

10,453
(2,638)

(100)

¥ (1

1)

Balance, March 31, 2000.................. 263,813,973 ¥28,023 ¥25,968

Cumulative effect of consolidating
subsidiaries, previously associated
companies, accounted for by the
cost method ...........evvvevviiniiinninnns

Treasury stock acquisition—net
(91,500 shares)........cccuueeeieeereenne

Net income .......coooeeviiiiiiiiiie,

Appropriations:

Cash dividends, ¥12 per share ...
Bonuses to directors and
corporate auditors....................

Net unrealized gain on
available-for-sale securities...........

Foreign currency translation
adjustments.........cccceeeeieeeiieiiiinnnn.

¥105,646

110

19,939
(2,901)

(100)

¥4,802

)

(234)

NOILO3S TVIONVNIAH

¥(7,327)

Balance, March 31, 2001 .................. 263,813,973 ¥28,023 ¥25,968

¥122,694

¥4,802

¥(7,327) ¥(236)

See notes to consolidated financial statements.
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Daikin Industries, Ltd. and Consolidated Subsidiaries

Years Ended March 31, 2001 and 2000 Millions of yen

2001

2000

Operating activities:

Income before income taxes and MINOFty INTErESES ......iivieeiiiiii e ¥35,234 ¥19,418
Adjustment for:
INCOME TAXES—PAIA ... eeeeeeieiie ettt e ettt e e e et ettt e e e e e e e e ennnanaeeeeeenes (10,217) (8,681)
Depreciation and amoOrtiZatiON .............oviiiiiieiiiiii et e e e e e e e e e 19,875 19,176
Gain on sales of INVESTMENT SECUIMTIES .....cuuuuuiiiieiiieiii e (6) (1,632)
Write-off Of INVESTMENT SECUTTIES .....vviiie e e e e e e e e e 436 1,828
Wrrite-Off OF OThEr ASSETS ... .ciiiiiieii e 728
Loss on disposals of property, plant and equUIPMEeNt ...........oeiiiiiiiiiiiin e 898 755
Equity in earnings of associated COMPANIES .........uiiiiiiiiiiiiiie e (325) 369
Changes in assets and liabilities:
Notes and aCCOUNTS FECEIVADIE. .........ieiee i e e e e e e e e aaees 7,399 (3,750)
TaNY7=T ] (oY1 (3,855) 5,438
OLNET CUIMENT ASSEES .. .eiiuiieeeeeieiiti e ettt ettt e e e e e ettt st e e e e e e e e e e e e e e e eeneenaas (4,180) 823
Trade notes and accounts PayabIe ...........ueiii i 5,871 283
ACCIUEH EXPENSES ...t eeeei e ettt e et et e et et e e e et e e e eat e eaeata e e e eaaeeeeann s eeestnsaaessnnaeeesnnaanes 2,550 1,602
(01 1] et 0= ST PP PPRPP (5,860) (3,852)
e = U= Vo |0 L] 4 T=T ) £ PR 13,314 12,359
Net cash provided by operating aCtiVities ............oiiieeii e 48,548 31,777
Investing activities:
Purchases of property, plant and €QUIPMENT...........oooiiiiiiiiii e (20,292) (15,608)
Increase in investments in unconsolidated subsidiaries and associated companies.................. (529) (2,786)
Payments to acquire iINVESIMENT SECUNTIES .......uuuiiiiiiiiiiiiiee et (3,763) (5,259)
Proceeds from sales of iNVESIMENt SECUNTLIES .........iiniieie e 2,065 2,319
(01 1] e 0= PP PP (684) 1,069
Net cash used in INVEStING ACHIVITIES .......ccoeiiiiiiiiiiiii e (23,203) (20,265)
Financing activities:
Increase (decrease) in Short-term DOIMOWINGS ...c..uniiiieieiii e e e e e e (20,318) 658
Increase in 1oNg-term deD ... ..o e e e e e e 5,928 25
Repayments of 1oNg-term debt...... ...t (5,786) (8,779)
Payments of cash diVIdENdS.... ... .o e e (2,901) (2,638)
(010 1= e 0= U PRT (602) (306)
Net cash used in fiNANCING ACHIVILIES ......ooiiiiiiiiii e (23,679) (11,040)
Effect of exchange rate changes on cash and cash equivalents..............cccceeviiiiiiii e, 382 (568)
Net increase (decrease) in cash and cash equivalents ... 2,048 (96)
Cash and cash equivalents of newly consolidated subsidiaries, beginning of year....................... 100 438
Cash and cash equivalents, beginning of year 32,992
Cash and cash equivalents, end of year ¥33,334

See notes to consolidated financial statements.



Daikin Industries, Ltd. and Consolidated Subsidiaries Years Ended March 31, 2001 and 2000

1. Basis of
Presenting
Consolidated
Financial
Statements

2. Summary of
Significant
Accounting
Policies

The accompanying consolidated financial statements have been prepared from the consolidated
financial statements issued for domestic reporting purposes in Japan, which are different in cer-
tain respects as to application and disclosure requirements of International Accounting
Standards. Daikin Industries, Ltd. (the “Company”) and its consolidated domestic subsidiaries
maintain their accounts and records in accordance with the provisions set forth in the Japanese
Commercial Code (the “Code”) and in conformity with accounting principles and practices gener-
ally accepted in Japan, and its consolidated foreign subsidiaries in conformity with those of the
respective countries of their domicile. The consolidated financial statements are not intended to
present the financial position, results of operations and cash flows in accordance with account-
ing principles and practices generally accepted in countries and jurisdictions other than Japan.

In preparing these consolidated financial statements, certain reclassifications and rearrange-
ments have been made to the Company’s consolidated financial statements issued domestically
in order to present them in a form which is more familiar to readers outside Japan.

Certain reclassifications have been made for the presentation for the year ended March 31,
2000 to conform to the presentation for the year ended March 31, 2001.

Principles of Consolidation and Accounting for Investments

in Unconsolidated Subsidiaries and Associated Companies

The accompanying consolidated financial statements include the accounts of the Company and
its significant subsidiaries (together, the “Group”). Consolidation of the remaining subsidiaries
would not have a material effect on the accompanying consolidated financial statements.

Under the control or influence concept, those companies over whose operations the Company,
directly or indirectly, is able to exercise control are fully consolidated, and those companies over
which the Group has the ability to exercise significant influence are accounted for by the equity
method.

The Group applies the equity method of accounting for investments in associated companies
except for certain insignificant associated companies. Investments in such insignificant associat-
ed companies are stated at cost except that appropriate write-downs are recorded for invest-
ments for which the value has been permanently impaired.

For the year ended March 31, 2001, certain associated companies, previously accounted for
by the cost method, were newly included in the consolidated financial statements due to the
Company’s additional investments in their common stock.

For the year ended March 31, 2000, certain subsidiaries, previously accounted for by the cost
method, were newly included in the consolidated financial statements due to their growing signifi-
cance. The net effect on the beginning of year balances of consolidating these subsidiaries has
been reflected in the statements of shareholders’ equity and cash flows for the year ended
March 31, 2000.

For the year ended March 31, 2000, a certain associated company, previously accounted for
by the cost method, was newly accounted for by the equity method due to its growing signifi-
cance. The effect on the beginning of year retained earnings of the initial application of the equity
method has been reflected in the statement of shareholders’ equity for the year ended March
31, 2000.

All significant intercompany balances and transactions have been eliminated in consolidation.
All material unrealized profit included in assets resulting from transactions within the Group has
been eliminated.

Cash Equivalents
Cash equivalents are short-term investments that are readily convertible into cash and that are
exposed to insignificant risk of changes in value.

Cash equivalents include time deposits and marketable debt securities issued by the
Japanese Government and private companies, all of which mature or become due within three
months of the date of acquisition.
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Short-Term Investments
Short-term investments consist of debt securities issued by quoted companies and time deposits
other than cash equivalents.

Allowance for Doubtful Accounts

The allowance for doubtful accounts is stated in amounts considered to be appropriate based on
the companies’ past credit loss experience and an evaluation of potential losses in the receiv-
ables outstanding.

Inventories

Inventories of the Company and its consolidated domestic subsidiaries are stated at cost, deter-
mined by the average method. Inventories of consolidated foreign subsidiaries are principally
stated at the lower of cost, determined by the average method, or market.

Property, Plant and Equipment
Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment
of the Company and its consolidated domestic subsidiaries is computed by the declining-balance
method, while the straight-line method is applied to buildings acquired after April 1, 1998, at
rates based on the estimated useful lives of the assets. Depreciation of property, plant and
equipment of consolidated foreign subsidiaries is principally computed by the straight-line
method at rates based on the estimated useful lives of the assets.

The range of useful lives is 15 to 50 years for buildings and structures, 5 to 15 years for
machinery and equipment and 2 to 10 years for furniture and fixtures.

Leases

All leases are accounted for as operating leases. Under Japanese accounting standards for leas-
es, finance leases that are deemed to transfer ownership of the leased property to the lessee
are to be capitalized, while other finance leases are permitted to be accounted for as operating
lease transactions if certain “as if capitalized” information is disclosed in the notes to the
lessee’s financial statements.

Investment Securities
Prior to April 1, 2000, publicly traded securities were carried at the lower of cost, determined by
the moving-average method, or market. Effective April 1, 2000, the Group adopted a new
accounting standard for financial instruments. Under this standard, all marketable securities held
by the Group are classified as available-for-sale securities and are reported at fair value, with
unrealized gains and losses, net of applicable taxes, reported in a separate component of share-
holders’ equity. The cost of securities sold is determined based on the moving-average method.

The effect of this change was to increase income before income taxes and minority interests
by ¥1,761 million for the year ended March 31, 2001. Marketable securities classified as cur-
rent assets decreased by ¥1,195 million and investment securities increased by the same
amount as of April 1, 2000.

Non-marketable available-for-sale securities are stated at cost determined by the moving-
average method.

For other than temporary declines in fair value, available-for-sale securities are reduced to net
realizable value by charging such losses to income.

Employees’ Retirement Benefits

The Company has a non-contributory funded pension plan covering substantially all of its employ-
ees. Prior to April 1, 2000, the amounts contributed to the fund, including past service costs
amortized over eight years, were charged to income when paid. Effective April 1, 2000, the
Company adopted a new accounting standard for employees’ retirement benefits and accounted
for the liability for retirement benefits based on projected benefit obligations and plan assets at
the balance sheet date. The transitional obligation of ¥25,249 million at the beginning of the
year ended March 31, 2001 is being amortized over seven years, and the annual amortization is
presented within selling, general and administrative expenses in the consolidated statements of



income. As a result of adopting this new standard, net periodic benefit costs as compared with
the prior method increased by ¥570 million and income before income taxes decreased by ¥570
million for the year ended March 31, 2001.

Directors and corporate auditors are not covered by the aforementioned plans. The Company
makes provision for severance indemnities to its directors and corporate auditors based upon
management’s estimates of amounts which will be payable, subject to the approval of sharehold-
ers, for services rendered to date.

Research and Development

Research and development costs are charged to income as incurred. Research and development
costs amounted to ¥24,039 million and ¥21,111 million for the years ended March 31, 2001
and 2000, respectively.

Stock and Bond Issuance Expenses
Stock and bond issuance expenses are charged to income as incurred.

Foreign Currency Translations

Prior to April 1, 2000, short-term receivables and payables denominated in foreign currencies
were translated into Japanese yen at the current exchange rates at each balance sheet date,
while long-term receivables and payables denominated in foreign currencies were translated at
historical rates.

Effective April 1, 2000, the Group adopted a revised accounting standard for foreign currency
transactions. In accordance with the revised standard, all short-term and long-term monetary
receivables and payables denominated in foreign currencies are translated into Japanese yen at
the exchange rates at the balance sheet date. The foreign exchange gains and losses from trans-
lation are recognized in the consolidated statement of income to the extent that they are not
hedged by forward exchange contracts.

Foreign Currency Financial Statements

The balance sheet accounts of the consolidated foreign subsidiaries are translated into
Japanese yen at the current exchange rates as of the balance sheet date except for sharehold-
ers’ equity, which is translated at the historical rates. Revenue and expense accounts of the
Company’s consolidated foreign subsidiaries are translated into Japanese yen at the average
exchange rate.

Prior to April 1, 2000, differences arising from such translations were shown as “Translation
adjustments” as either an asset or liability in the balance sheets. Effective April 1, 2000, such
differences are shown as “Foreign currency translation adjustments” in a separate component of
shareholders’ equity in accordance with the revised accounting standard for foreign currency
transactions.

Income Taxes

Effective April 1, 1999, the Group adopted an accounting method for interperiod allocation of
income taxes based on the asset and liability method. The cumulative effect of the application of
interperiod tax allocation in prior years in the amount of ¥3,127 million is included as an adjust-
ment to retained earnings as of April 1, 1999. Such cumulative effect is calculated by applying
the income tax rate stipulated by enacted tax laws as of April 1, 1999.

Deferred income taxes are recorded to reflect the impact of temporary differences between
assets and liabilities recognized for financial reporting purposes and such amounts recognized
for tax purposes. These deferred taxes are measured by applying currently enacted tax laws
to the temporary differences.

Derivative Financial Instruments

The Group uses derivative financial instruments to manage its exposures to fluctuations in for-
eign exchange and interest rates. Foreign exchange forward contracts and interest rate swaps
are utilized by the Group to reduce foreign currency exchange and interest rate risks. The Group
does not enter into derivatives for trading or speculative purposes.
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3. Inventories

4. Investment
Securities

Effective April 1, 2000, the Group adopted a new accounting standard for derivative financial
instruments and a revised accounting standard for foreign currency transactions. These stan-
dards require that: a) all derivatives be recognized as either assets or liabilities and measured
at fair value and gains or losses on derivative transactions be recognized in the statement of
income and b) for derivatives used for hedging purposes, if such derivatives qualify for hedge
accounting because of high correlation and effectiveness between the hedging instruments and
the hedged items, gains or losses are deferred until maturity of the hedged transactions.

The interest rate swaps which qualify for hedge accounting and meet specific matching criteria
are not remeasured at market value, but the differential paid or received under the swap agree-
ments is recognized and included in interest expense or income.

As a result of adopting the new accounting standards for derivative financial instruments,
income before income taxes and minority interests for the year ended March 31, 2001
decreased by ¥61 million.

Appropriations of Retained Earnings
Appropriations of retained earnings at each year-end are reflected in the financial statements for
the following year upon shareholders’ approval.

Per Share of Common Stock
The computation of net income per common share is based on the weighted average number
of shares outstanding, less treasury stock. The average number of common shares used
in the computation for the years ended March 31, 2001 and 2000 was 263,748 thousand and
263,813 thousand, respectively.

Diluted net income per share is not disclosed because potentially dilutive securities are not
issued.

Cash dividends per share presented in the accompanying consolidated statements of income
are dividends applicable to the respective years including dividends to be paid after the end of
the year.

Inventories at March 31, 2001 and 2000 consisted of the following:

Millions of yen

2001 2000
Finished products and merchandise...............ooooviiiiiiiiiiiiiiie e ¥49,641 ¥46,333
Semi-finished products and WOrk in ProCESS .......ccvvevvuiieeiiiiieeeeeiiie e ee e 31,192 28,224
Raw materials and SUPPIIES ... .ceveeereeeeeeiiie e e 11,341 9,625
L0 ] = LS ¥92,174 ¥84,182

The carrying amounts and aggregate fair values of investment securities at March 31, 2001 were
as follows:

Millions of yen

Unrealized Unrealized Fair
Cost Gains Losses Value
Securities classified as:
Available-for-sale:

EqQUity SECUMLIES ....coieeeeieeiiieeeeiiiiie e ¥28,212 ¥10,281 ¥(1,757) ¥36,736
Debt securities.... 2,140 13 Q) 2,152
Other .. 764 (266) 498
Total oo ¥31,116 ¥10,294 ¥(2,024) ¥39,386




5. Investments in
Unconsolidated
Subsidiaries and
Associated
Companies

Available-for-sale securities whose fair value was not readily determinable as of March 31,
2001 were as follows:

Millions of yen

Carrying amount:
Available-for-sale:

EQUILY SECUILIES ...ttt e e e e e et e e e et e e e e eennns ¥1,461
[0 1 = PP 418
Lo LU PPPPPPTRN ¥1,879

Proceeds from sales of available-for-sale securities for the year ended March 31, 2001 were
¥1,065 million. Gross realized gains on these sales, computed on the moving-average cost
basis, were ¥6 million.

The carrying values of debt securities by contractual maturities for securities classified as
available-for-sale at March 31, 2001 are as follows:

Millions of yen

Available-for-sale:
Due after one year through five years ¥ 306
Due after five years through ten years 1,846
0] = ¥2,152

Carrying amounts and aggregate market values of current and non-current marketable equity
securities and debt securities included in short-term investments and investment securities at
March 31, 2000 were as follows:

Millions of yen

Carrying Aggregate Unrealized

Amount Market Value Gains
(0001 o | SRR PPPRTPINN ¥ 205 ¥ 205 ¥
N0 BT ot U = o | PP 26,697 43,159 16,462
L0 = LSRN ¥26,902 ¥43,364 ¥16,462

Certain financial information (unaudited), with respect to unconsolidated subsidiaries and associ-
ated companies, at March 31, 2001 and 2000 is as follows:

Millions of yen

2001 2000
[N = gL = 1T ¥26,624 ¥17,847
(0101 g T £ PPN 4,095 4,678
Current HabIltIES .....oeeiiiiiii e (21,994) (13,600)
(011 L= g o o111 S (1,680) (1,840)
AN A= LTS = PPN ¥ 7,045 ¥ 7,085

Receivables and payables, with respect to transactions with unconsolidated subsidiaries and
associated companies, at March 31, 2001 and 2000 were as follows:

Millions of yen

2001 2000
Trade notes and accouNtS reCEIVADIE ..........cuuviiiiiiiiiieeii e ¥2,024 ¥2,433
Trade notes and accoUNtS PAYAbIE..........iviiiiiiiie e 1,125 699

Sales to and purchases from unconsolidated subsidiaries and associated companies for the
years ended March 31, 2001 and 2000 were as follows:

Millions of yen

2001 2000
=1 [T ¥9,757 ¥8,068
PUICNASES. ... e 8,220 5,912
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6. Short-Term
Borrowings
and Long-
Term Debt

Short-term borrowings of the Group consisted of bank overdrafts, notes to banks and commercial
paper.

As is customary in Japan, the Group obtains financing by discounting trade notes receivable
with banks. Such discounted notes and the related contingent liabilities are not included in the
consolidated balance sheets but are disclosed as contingent liabilities (see Note 13). Unused
short-term bank credit lines were ¥25,000 million at March 31, 2001. Weighted average interest
rates of short-term borrowings at March 31, 2001 and 2000 were 2.89% and 2.54%, respectively.

Long-term debt at March 31, 2001 and 2000 consisted of the following:

Millions of yen

2001 2000
1.60% unsecured bonds, du@ 2002.........cueieiiiieiieiii e ¥20,000 ¥20,000
1.925% unsecured bonds, due 2004 ..........couvieniiuiiiii e 10,000 10,000
2.70% unsecured bonds, due 2006...........cceeuuiiieiriiiiiee e 10,000 10,000
Collateralized loans from government-sponsored banks
with interest ranging from 5.05% to 8.15% (2001)
and from 4.60% to 8.15% (2000), due through 2005.........c.ccevvvviieeriiniinnens 3,880 6,555
Collateralized loans from banks with:
Fixed interest ranging from 3.46%, due through 2002...........cccoevvvvvieeeneen. 2,000 4,200
Floating interest ranging from 0.47% to 0.68% (2001)
and 0.52% to 0.70% (2000), due through 2007 ........ccccoeeieiiiiiiieieeeeeeeeen, 21,550 19,700

Unsecured loans from banks, payable in foreign currencies,

with interest ranging from 3.20% to 6.67% (2001)

and 2.75% to 6.59% (2000), due through 2006 ............ccuuuvrieiiirinreeeiiiiineees 9,082 3,945
Unsecured loans from banks with interest

ranging from 0.52% to 7.30% (2001)

and 0.55% to 8.00% (2000), due through 2026 ...........cccuuieieeiiriireieiiiiinees 2,835 3,000
TOTA e 79,347 77,400
Current portion due Within ONE YEaAr ..........cevviiiiiiiiiiiiieieeeeerceeeeee e (13,123) (5,895)
TOAL e ¥66,224 ¥71,505

The Group has entered into various interest rate swap agreements covering certain portions of
long-term debt as a means of managing interest rate exposure. Because the counterparties to
those agreements are limited to major financial institutions, the Companies do not anticipate any
losses arising from credit risk. The impact on interest expense from these agreements is recog-
nized over the lives of the respective agreements, which are the same as the terms of the relat-
ed loans.

Annual maturities of long-term debt outstanding at March 31, 2001 were as follows:

Year ending March 31 Millions of yen
20002 et e e e et e e ra e raa s ¥13,123
P2 00 1 PRSP 27,894
P2 00 P UPPRROPRTN 13,794
P2 001 PP UPPRPPRRY 11,300
2006 AN thEIEATIEI .. ...ue i e et e e e e e eaaas 13,236
L = | PSP ¥79,347

At March 31, 2001, property, plant and equipment with a net book value of ¥57,629 million
were pledged as collateral for short-term borrowings and long-term debt.

Certain loan agreements provide that the lender may require the Group to submit proposals for
paying dividends, issuing additional long-term debt and certain other matters, for prior approval.
As is customary in Japan, security must be given if requested by a lending bank. Banks have
the right to offset cash deposited with them against any debt or obligation that becomes due or, in
case of default and certain other specified events, against all other debt payable to them. To date,
none of the lenders has ever exercised this right with respect to debt of the Group. In addition, the
indentures for the mortgage bonds require prior approval for an issue of bonds, merger, pledge
of assets as collateral for other indebtedness and the disposal of any significant facilities. The
indentures also grant holders with the right to request additional collateral.



7. Severance
Indemnities and
Pension Plans

8. Shareholders’
Equity

Under the Group’s pension plans, employees terminating their employment are, in most circum-
stances, entitled to pension payments based on their average pay during their employment,
length of service and certain other factors.

Effective April 1, 2000, the Group adopted a new accounting standard for employees’ retire-
ment benefits.

The liabilities for employees’ retirement benefits at March 31, 2001 consisted of the following:

Millions of yen

Projected benefit Obligation...........c.cceiiiiiiii e ¥61,045
Fair value Of Plan @SSEeTS......cuuuiiiiiiiii e e e .. (34,395)
Unrecognized actuarial I0SS ........coveuuiiiiiiiiiiie e (4,103)
Unrecognized transitional obligation (21,642)

NEL HADIITIES . eeeeeeieiee e e e ¥ 905

The components of net periodic benefit costs for the year ended March 31, 2001 were as fol-
lows:

Millions of yen

LY V(oY o0 L RN ¥3,180
Interest cost 2,123
Expected return 0N PIaN @SSETS ......c.uuiiiiiiiiie e et e e e aaaaas (1,239)
Amortization of transitional OBIGatIoN ..........c.uuiiiiiiiiii 3,607

Net periodic DENEIL COSTS .. .oviiriiiiiiiii e e e e e e es ¥7,671

Assumptions used for the year ended March 31, 2001 are set forth as follows:
Discount rate: 3.5%
Expected rate of return on plan assets: 3.5%
Recognition period of actuarial gain/loss: 10 years
Amortization period of transitional obligation: 7 years

The amounts contributed to the fund, which were charged to income for the year ended March
31, 2000, were ¥35,409 million.

Liability for retirement benefits at March 31, 2001 and 2000 included retirement benefits for
directors and corporate auditors of ¥793 million and ¥940 million, respectively. The retirement
benefits for directors and corporate auditors are paid subject to the approval of the shareholders.

The Code requires at least 50% of the issue price of new shares, with a minimum of the par
value thereof, to be designated as stated capital as determined by resolution of the Board of
Directors. Proceeds in excess of amounts designated as stated capital are credited to additional
paid-in capital.

The Code also requires companies to appropriate from retained earnings to a legal reserve
an amount equal to at least 10% of all cash payments which are made as an appropriation of
retained earnings until such reserve equals 25% of stated capital. This reserve is not available
for dividends but may be used to reduce a deficit by resolution of the shareholders. Such legal
reserve included in retained earnings was ¥5,895 million and ¥5,595 million at March 31, 2001
and 2000, respectively.

The Company may transfer portions of additional paid-in capital and the legal reserve to
stated capital by resolution of the Board of Directors. The Company may also transfer portions of
unappropriated retained earnings, available for dividends, to stated capital by resolution of the
shareholders.

Under the Code, the Company may issue new common shares to existing shareholders with-
out consideration as a stock split pursuant to resolution of the Board of Directors. The Company
may make such a stock split to the extent that the aggregate par value of the shares outstanding
after the stock split does not exceed the stated capital. However, the amount calculated by divid-
ing the total amount of shareholders’ equity by the number of outstanding shares after the stock
split shall not be less than ¥50.
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9. Income Taxes

10. Research and

Development Costs

The balance of treasury stock recorded in the shareholders’ equity section as of March 31,
2001 includes treasury stock purchased for the purpose of reissuance upon the exercise of
stock options granted to directors and key employees. As of March 31, 2001, stock options for
93 thousand shares have been granted and are exercisable through June 30, 2006.

Dividends are approved by the shareholders at a meeting held subsequent to the fiscal year to
which the dividends are applicable. Semi-annual interim dividends may also be paid upon resolu-
tion of the Board of Directors, subject to limitations imposed by the Code.

Under the Code, the amount available for dividends is based on retained earnings as recorded
on the Company’s books. At March 31, 2001, retained earnings recorded on the Company’s
books were ¥95,273 million. Such retained earnings included ¥80,869 million which is designat-
ed as general and specific reserves but is available for future dividends subject to approval by
shareholders and legal reserve requirements.

The Company and its domestic subsidiaries are subject to Japanese national and local income
taxes which, in the aggregate, resulted in a normal effective statutory tax rate of approximately
42% for the years ended March 31, 2001 and 2000.

The tax effects of significant temporary differences and loss carryforwards which resulted in
deferred tax assets and liabilities at March 31, 2001 and 2000 are as follows:

Millions of yen

2001 2000
Deferred tax assets:
101V (T [ ¥ 4,975 ¥ 3,625
Pension and SEVEranCe COSES........ccciuiiiiiiiiiie e 665 486
TaxX 10SS CAMmYFOIWAITS ......oeeeiiiiie et 335 1,007
BONUS PAYMENT FESEIVE ...ttt et e e et e e e e aeanas 1,291 932
RESEIVE fOr WAITANTY ... i iieeieie e e e e e e e e e e e e e e eees 849 589
0] 10T L PPN 2,542 1,630
Property and eqUIPMENT........iiiiiiiie e e e e e e e e e e 1,100 965
(01 3T PPN 1,937 829
Total deferred taX ASSEES .....iun i e ¥13,694 ¥10,063
Deferred tax liabilities:
Deferred gains on sales of Property .........ceeeeveeeiieeeieiiie e e ¥ 2,240 ¥ 2,240
Unrealized gain on available-for-sale securities ...........cooovvevviieeiiiiineeiiiiieeees 3,474
[0 1 =T PP 462 218
Total deferred tax liabilitieS ..........cccoiiiii i, 6,176 2,458
Net deferred tax ASSELS .....ciuuiiuii e e ¥ 7,518 ¥ 7,605

The actual effective income tax rates reflected in the accompanying statements of income dif-
fered from the normal statutory rates for the following reasons:

2001 2000

Normal statutory INCOME taX FALE .......uuuiiiiiiii ettt a e 42.0% 42.0%
Permanent non-deductible expenses 2.5 4.1
Losses of consolidated subsidiaries 0.5 0.5
Utilization of loss carryforwards of consolidated subsidiaries ...........ccccoeveveiiiinneiene. (1.2) (1.3)
Difference in subsidiaries’ tax ratesS...........cuiiieeiiiiiiiiciieee e (3.9) (3.3)
(01 0 =T e o T 0.7 1.3

Actual effective INCOME taX FAte.........coeiiiiiiiiiiiiie e 40.6% 43.3%

Research and development costs charged to income were ¥24,039 million and ¥21,111 million
for the years ended March 31, 2001 and 2000, respectively.



11. Leases

12. Derivatives

The Group leases certain computer equipment and other assets.

Pro forma information of leased property under finance leases that do not transfer ownership
of the leased property to the lessee on an “as if capitalized” basis for the years ended March
31, 2001 and 2000 is as follows:

Millions of yen

Furniture
For the year ended March 31, 2001 and Fixtures Others Total
ACQUISITION COSES ..eevvuiieeiiiiiieeee et e e e e e e e e e e e e e e e e e e eeenean ¥6,037 ¥1,526 ¥7,563
Accumulated depreciation 3,218 706 3,924
Net [eased PrOPErtY .....ceeveieerieeiiie e e e e e e e e e ¥2,819 ¥ 820 ¥3,639
Millions of yen
Furniture
For the year ended March 31, 2000 and Fixtures Others Total
ACQUISITION COSES ...iiiiiiiiieiiiiie ettt eeeee ¥6,836 ¥1,399 ¥8,235
Accumulated depreciation ...............oeeereeiiiie e 3,473 641 4,114
Net leased Property.........eeeeeeeiiiieieeeee e ¥3,363 ¥ 758 ¥4,121
Obligations under finance leases:
Millions of yen
2001 2000
DU WIthIN ONE YA ...ceeiiii et e e e enbn e eeees ¥1,559 ¥1,850
D= Ui (=T a0 o LIRS 2,080 2,271
L] - 1 PP ¥3,639 ¥4,121

The amount of acquisition costs and obligations under finance leases includes the imputed
interest expense portion.

Lease payments, including depreciation expense and interest expense, under finance leases were
¥1,974 million and ¥2,390 million for the years ended March 31, 2001 and 2000, respectively.
Depreciation expense is computed by the straight-line method.

The Group enters into foreign exchange forward contracts to hedge foreign exchange risk associ-
ated with certain assets and liabilities denominated in foreign currencies. The Group also enters
into interest rate swap contracts to manage its interest rate exposures on certain liabilities.

All derivative transactions are entered into to hedge interest and foreign currency exposures
incorporated within the Group’s business. Accordingly, market risk in these derivatives is basi-
cally offset by opposite movements in the value of hedged assets or liabilities. The Group does
not hold or issue derivatives for trading purposes.

Because the counterparties to these derivatives are limited to major international financial
institutions, the Group does not anticipate any losses arising from credit risk.

Derivative transactions entered into by the Group have been made in accordance with internal
policies which regulate the authorization and credit limit amount.
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13. Commitments
and Contingent
Liabilities

14. Subsequent
Events

Fair Value of Derivative Financial Instruments
The fair values of the Group’s derivative financial instruments at March 31, 2001 and 2000 were
as follows:

Millions of yen

2001 2000
Contract Fair Unrealized Contract Fair Unrealized
Amount Value Loss Amount Value Gain (Loss)

Forward exchange contracts:

Selling:
Uss ... .. ¥3,160 ¥3,195  ¥(35) ¥ 1,528 ¥1,581 ¥ (53)
..... .. 3,471 3,546 (75) 7,384 7,641 (257)
. 408 407 1
129 133 4)
135 134 1
1,432 1,418 14
123 122 1
1,346 1,431 85
155 152 3)
Interest rate swaps:
Floating rate payment,
fixed rate receipt..........cccevueieeeennn. 1,061 6 6
Fixed rate payment,
floating rate receipt ........ccccceeeee. 16,011 (528) (528)
Fixed rate payment,
fixed rate receipt .............oeeeeinenn 1,923 145 145

Information related to foreign currency forward contracts that qualify for hedge accounting for
the year ended March 31, 2001 and forward contracts that are assigned to associated assets
and liabilities and recorded on the balance sheet at March 31, 2000 are excluded from the dis-
closure of market value information.

The contract or notional amounts of derivatives which are shown in the above table do not rep-
resent the amounts exchanged by the parties and do not measure the Group’s exposure to credit
or market risk.

Commitments for capital expenditures outstanding at March 31, 2001 totaled approximately
¥7,558 million.
Contingent liabilities at March 31, 2001 were as follows:

Millions of yen

Trade NOtES ISCOUNTEM .......iiie it e e e et e e e e e et e e eaa e ¥300
Trade NOtES ENUOISEA .....ceuiiiii et e e e e e e e e e et e e et e e e e e st aeaaaees 7
Guarantees and items of a similar nature to bank 10aNS ..........ccccoeeiiiiiiiiiiceee, 215

At the general shareholders’ meeting held on June 28, 2001, the Company’s shareholders
approved the following:

Appropriations of Retained Earnings
The following appropriations of retained earnings at March 31, 2001 were approved at the
Company’s shareholders’ meeting held on June 28, 2001:

Millions of yen

Year-end cash dividends, ¥6.00 Per SHare .........coooveuiiiiiiiiiiiie e ¥1,582
Transfer 10 18gal FESEIVE ........eiiiiii e 170
Bonuses to directors and corporate auditorS...........veeveeeiiieeeiiiiie e e e 120




15. Segment
Information

Stock Option Plan

This plan provides for granting options to directors and key employees to purchase up to 92 thou-
sand shares of the Company’s common stock, or ¥300 million, in the period from July 1, 2003
to June 30, 2007. The options will be granted at an exercise price of 105% of the fair market
value of the Company’s common stock at the date of option grant.

Information about operations in different industry segments, foreign operations and sales to foreign
customers of the Group for the years ended March 31, 2001 and 2000 is as follows:

(1) Industry Segments
a. Sales and Operating Income

Millions of yen

Air
For the year ended March 31, 2001 Conditioning Chemicals Others Eliminations  Consolidated
Sales to CUSTOMENS ......vvvieniiiiineeeneeannes ¥401,192 ¥96,188 ¥34,528 ¥ ¥531,908
Intersegment sales.........ccccoeevvveviinenenn. 656 1,476 3 (2,135)
Total SaleS.....cccuvveeiieiiicieeeeee, 401,848 97,664 34,531 (2,135) 531,908
Operating eXpensSesS........ccvevvvieeeeeennnneenns 377,393 81,709 35,129 (2,137) 492,094
Operating income (10SS) ..........cceeeeeene. ¥ 24,455 ¥15955 ¥ (598) ¥ 2 ¥ 39,814
Millions of yen
Air
For the year ended March 31, 2000 Conditioning Chemicals Others Eliminations  Consolidated
Sales to customers ..........ccoeeevvieeennnnnn. ¥344,213 ¥81,957 ¥36,899 ¥ ¥463,069
Intersegment sales.........ccccevevvveviieeennne. 28 1,035 2 (1,065)
Total sales.......cceeevvueiiiiieiiieciieee, 344,241 82,992 36,901 (1,065) 463,069
Operating eXPENSES......cocevvvveeeerreennneens 330,749 70,951 36,546 (1,065) 437,181
Operating iNCOMEe ........cceeveeeeeeeiiieeenens ¥ 13,492 ¥12,041 ¥ 355 ¥ ¥ 25,888

b. Assets, Depreciation and Capital Expenditures

Millions of yen

Air
March 31, 2001 Conditioning Chemicals Others Corporate Consolidated
ASSELS ..o ¥266,617 ¥89,517 ¥28,708 ¥68,300 ¥453,142
Depreciation .............cceiiiiiiiininiiinnes 9,839 8,735 862 19,436
Capital expenditures...........cccceeeeeeeee. 9,961 14,372 2,819 27,152

Millions of yen

Air
March 31, 2000 Conditioning Chemicals Others Corporate  Consolidated
Assets............ ¥252,469 ¥81,125 ¥29,751 ¥67,664 ¥431,009
Depreciation 10,392 7,702 1,003 19,097
Capital expenditures...........cccccceeeeeeeee 7,838 8,238 628 16,704

Corporate assets consist principally of the Company’s cash, time deposits, short-term invest-

ments and investment securities.

Notes: Air Conditioning consists of air conditioning and refrigeration equipment, electronics, vacuums and

cryogenics and medical equipment.
Chemicals consists of fluorochemicals.
Others consists of oil hydraulics and defense.
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(2) Geographical Segments
The foreign operations of the Companies for the years
summarized below:

ended March 31, 2001 and 2000 are

Millions of yen

Asia and
For the year ended March 31, 2001  Japan Oceania  Europe

Eliminations
Americas  Other and Corporate Consolidated

Sales to outside

¥32,141 ¥1,190 ¥ ¥531,908
1,245 (93,159)

33,386 1,190 (93,159) 531,908
30,658 1,223  (94,394) 492,094

¥ 2728 ¥ (33) ¥ 1235 ¥ 39814

¥30,280 ¥ 886 ¥15,415 ¥453,142

Millions of yen

[o1VES] (0] 1 4[] ¢ ¥392,772 ¥37,760 ¥68,045

Interarea transfers................. 69,062 22,571 281

Total sales .......coeevveennennn. 461,834 60,331 68,326

Operating expenses .............. 437,028 56,464 61,115

Operating income (loss)..... ¥ 24,806 ¥ 3,867 ¥ 7,211

ASSELS .o, ¥317,415 ¥44,036 ¥45,110
Asia and

For the year ended March 31, 2000 Japan Oceania  Europe

Eliminations
Americas  Other  and Corporate Consolidated

Sales to outside

CUStOMErS . .ovvneeeierieeeeenn, ¥349,001 ¥32,098 ¥54,859 ¥25679 ¥1,432 ¥ ¥463,069
Interarea transfers................. 56,379 17,444 115 746 (74,684)
Total sales ........ccccceevvennnn. 405,380 49,542 54,974 26,425 1,432 (74,684) 463,069
Operating expenses .............. 390,594 46,891 49,913 26,410 1,336  (77,963) 437,181
Operating income............... ¥ 14,786 ¥ 2,651 ¥ 5,061 ¥ 15 ¥ 96 ¥ 3,279 ¥ 25,888
ASSELS ..evnieiiiee e, ¥314,563 ¥33,756 ¥33,373 ¥27,350 ¥1,056 ¥20,911  ¥431,009

The above amounts are summarized by geographic area based on the countries where sub-

sidiaries are located.

(3) Sales to Foreign Customers
Sales to foreign customers for the years ended March 31,

2001 and 2000 were as follows:

Millions of yen

2001 2000
ASIA AN OCBANIA .....uiiti et e e et e et e et e e e e e et e e eaaeeees ¥ 57,879 ¥ 49,044
Europe 68,820 55,738
AMIBIICAS .. eetnieit et e et e e e e et e et e e e et e e et a e aaas 37,790 29,946
5,711 5,793

¥170,200 ¥140,521
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INDEPENDENT AUDITORS REPORT

To the Board of Directors and Shareholders
of Daikin Industries, Lid.:

We have examined the consolidated balance sheets of Daikin Industries, Ltd, and consclidated
subsidiaries as of March 31, 2001 and 2000, and the related consolidated statements of income,
shareholders” equity, and cash flows for the years then ended. Our examinations were made in
accordance with auditing standards, procedures and practices generally accepted and applied in
Japan and, accordingly, included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial staternents referred to above present fairly the financial
position of Daikin Industries, Ltd. and consolidated subsidiaries as of March 31, 2001 and 2000, and
the results of their operations and their cash flows for the years then ended in conformity with
accounting principles and practices generally sccepted in Japan applied on a consistent basis.

As described in Mote 2, effective April 1, 2000, the consolidated financial statements have been
prepared in accordance with new accounting standards for employvess’ retirement benefits and
finamcial instruments and a revised accounting standard for foreign currency transactions,

June 28, 2001
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As of June 28, 2001

BOARD OF DIRECTORS

Noriyuki Inoue
President

Yasushi Yamada
Executive Vice President
Satoshi Mizuno
Senior Managing Director
Yukiyoshi Okano
Senior Managing Director
Hiroyuki Kitai

Senior Managing Director
Osamu Okumura
Senior Managing Director
Katsuhiko Takagi
Senior Managing Director
Yoshihiro Kato
Managing Director
Tadashi Shibai
Managing Director
Katashi Uryu
Managing Director
Masahiko Amano
Managing Director
Kiyoshi Ninomiya
Managing Director
Guntaro Kawamura
Managing Director
Kunikazu Torikoshi
Managing Director
Hiroshi Tanaka
Managing Director
Toshinari Oka
Managing Director
Takenori Miyamoto
Director

Kiyohiko lhara
Director

CORPORATE AUDITORS
Kenji Kohsaka

Senior Corporate Auditor
Yoshiaki Hanaoka
Senior Corporate Auditor
Nobuyuki Shibata
Corporate Auditor

Yoshitake Hata
Corporate Auditor

ASSOCIATE DIRECTORS

Minoru Yoshino
Associate Managing Director

Ken Tayano
Associate Director
Kenji Ogura
Associate Director

Junichi Sato
Associate Director

Satoshi Koyama
Associate Director

Takahiko Sakanoue
Associate Director
Hideki Tujii
Associate Director

Frans Hoorelbeke
Associate Director

PRODUCTS

AIR CONDITIONING
AND INDUSTRIAL-
REFRIGERATION
EQUIPMENT

Residential-Use

Air Conditioners

m Room air conditioners
m Air cleaners

m Dehumidifiers

Industrial Refrigerators

and Air Conditioners

m Packaged air conditioners

m Spot air conditioners

m Medium- and low-temperature
air conditioners

m Air cleaners

m Total heat exchangers

m Infrared ceramic space heaters

m Marine-type container refrigeration units

= Marine vessel air conditioners
and refrigerators

Custom and Large-Scale
Refrigerators and Air Conditioners
m Water-chilling units

m Screw-type refrigerators

m Turbo refrigerators

m Absorption refrigerators

= Air-handling units

m Fan-coil units

FLUOROCHEMICALS

Fluorocarbons

Fluoroplastics

Fluoroelastomers

Fluorinated oils

Oil- and water-repellent finishes

Mold release agents

Surfactants

LEZANOVA fluorinated natural leather

Pharmaceuticals and intermediates

Semiconductor-etching reagents

NEUROFINE high-performance

air filters

ZEFFLE fluoropolymer paint base

= Organic solvent recovery and treatment
equipment

m Dry air suppliers (open dry chambers,
dry dehumidifiers)

OIL HYDRAULICS AND
LUBRICATION EQUIPMENT

= Pumps and motors

Control valves

Stack valves

Positioning motors
Qil-cooling units

Power packages
Hydrostatic transmissions
Centralized lubrication units
and systems

m Multi-level car-parking systems

DEFENSE PRODUCTS

= Ammunition

m Aircraft parts

m Safety and arming devices

m Warheads

m Home-use oxygen therapy equipment

COMPUTER GRAPHICS

Network management systems
Computer graphics systems
DVD-authoring systems
CAD/CAM/CAE systems

SEMICONDUCTOR MANUFACTURING
EQUIPMENT

u Cryo-pumps

m Cryogenic refrigerators

m Vacuum transport modules



CONSOLIDATED SUBSIDIARIES
(OVERSEAS)

Daikin Europe N.V.
Zandvoordestraat 300,
B-8400 Oostende, Belgium
Phone: 32-59-558111
Facsimile: 32-59-558899

Daikin Australia Pty. Ltd.

77-83 Alfred Road, Chipping Norton,
P.0O. Box 120, Moorebank N.S.W. 2170,
Australia

Phone: 61-2-9755-3322

Facsimile: 61-2-9755-2017

A.C.E. Daikin (Singapore) Pte. Ltd.
No. 10, Ang Mo Kio Industrial Park 2,
Singapore 569501

Phone: 65-583-8888

Facsimile: 65-484-0140

Daikin Airconditioning (Hong Kong) Ltd.
Room 801, Block B, Sea View Estate,
Watson Road, North Point, Hong Kong, China
Phone: 852-2570-2786

Facsimile: 852-2807-2484

Daikin Industries (Thailand) Ltd.
700/11 Bangpakong Industrial Estate,
Bangna-Trad Road, KM57,
Tambol Klongtamru, Amphur Muang,
Chonburi 20000, Thailand
Phone: 66-38-213-032
Facsimile: 66-38-213-047
Shanghai Daikin

Air-Conditioning Co., Ltd.
No. 318, Shen Fu Road, Xing Zhuang
Industry Zone, Shanghai, China
Phone: 86-21-6466-0472
Facsimile: 86-21-6415-0874
Xi’an Daikin Qingan

Compressor Co., Ltd.
No. 10, Gao Xin Road 2, Western Area,
Xi’an Newly Hi-Tech Industrial Development
Zone, Xi’an, China
Phone: 86-29-8311830
Facsimile: 86-29-8317543

Huizhou Daikin Suns
Air-Conditioning Co., Ltd.

Suns Industrial Base,

Xinle Industrial Area, Maan Town,

Huizhou City, Guangdong 516257, China

Phone: 86-752-361-3400

Facsimile: 86-752-361-3438

Daikin Airconditioning

South Africa Pty. Ltd.
P.O. Box 1147, Milnerton 7435,
Cape Town, South Africa
Phone: 27-21-551-7776
Facsimile: 27-21-551-8434

Daikin-Alen Air Conditioning, Inc.
41 Linaw Street Sta, Mesa Heights,
Quezon City 1114, Philippines
Phone: 632-712-2144

Facsimile: 632-712-4501

Daikin Shriram Airconditioning Pvt. Ltd.
12 Floor, Surya Kiran Building,

19 KG Marg, New Delhi, 110001

Phone: 91-11-375-2647

Facsimile: 91-11-375-2646

Daikin Compressor Industries Ltd.
700/11 Bangpakong Industrial Estate,
Bangna-Trad Road, KM57,

Tambol Klongtamru, Amphur Muang,
Chonburi 20000, Thailand

Phone: 66-38-213-032

Facsimile: 66-38-213-047

Daikin Airconditioning (Thailand) Ltd.
700/444 Moo, 7 (Bangpakong Industrial
Park 2) Bangna-Trad Road, KM57,
Tambol Donhualor, Amphur Muang,
Chonburi 20000, Thailand

Phone: 66-38-717-066

Facsimile: 66-38-214-943

Siam Daikin Sales Co., Ltd.

49/9 Moo 5, Soi Onnuch 55/1 Onnuch Road,
K.M. 7.5., Pravet Subdistrict, Pravet District,
10250 Bangkok

Phone: 66-2-721-7677

Facsimile: 66-2-721-7607

Daikin Industries Holdings Co., Ltd.
700/444 Moo, 7 (Bangpakong Industrial
Park 2) Bangna-Trad Road, KM57,
Tambol Donhualor, Amphur Muang,
Chonburi 20000, Thailand

Phone: 66-38-717-066

Facsimile: 66-38-214-943

Daikin Airconditioning Argentina S.A.
Marcero T de Alvear 1430, 1° Piso C
1060AAB-Buenos Aires, Argentina
Phone: 54-11-4816-3274

Facsimile: 54-11-4375-4280

Daikin Trading (Thailand) Ltd.
283/79 Home Place Office Building,
15th Floor, Soi Thonglor 13,
Sukhumvit 55 Road, Klongtonnua,
Klongtoey, Bangkok 10110, Thailand
Phone: 66-2-712-7314

Facsimile: 66-2-712-7316

Daikin Asia Servicing Pte. Ltd.
19 Loyang Way #02-21 (Rear Block),
Changi International Logistic Center,
Singapore 508724

Phone: 65-546-8678

Facsimile: 65-546-9727

Daikin America, Inc.

20 Olympic Drive, Orangeburg, NY 10962, U.S.A.
Phone: 1-845-365-9500

Facsimile: 1-845-365-9515

Daikin Chemical Europe GmbH
Immermannstr. 65D,

40210 Dusseldorf, Germany
Phone: 49-211-1792250
Facsimile: 49-211-1640732

Daikin Fluoro Coatings (Shanghai) Co., Ltd.
No. 388, Chun Guan Road, Xinzhuang
Industry Zone, Shanghai 201108, China
Phone: 86-21-5442-1840

Facsimile: 86-21-5442-1835

Daikin Industries Management
Services Asia Pte. Ltd.

19 Loyang Way #02-21 (Rear Block),

Changi International Logistic Center,

Singapore 508724

Phone: 65-546-8678

Facsimile: 65-546-9727

Daikin Airconditioning France S.A.

“Le Capitole” 55,

Avenue Des Champs Pierreux,

92012 Nanterre Cedex, France

Phone: 33-1-46-69-95-69

Facsimile: 33-1-47-21-41-60

Daikin Airconditioning Belgium N.V.
Avenue Franklin 1B, B-1300, Wavre, Belgium
Phone: 32-10-237223

Facsimile: 32-10-244910

Daikin Europe Coordination Center N.V.
Zandvoordestraat 300,
B-8400 Oostende, Belgium

Daikin Airconditioning Germany GmbH
Inselkammer Strasse 2,

82008 Unterhaching, Germany

Phone: 49-89-74427-210

Facsimile: 49-89-74427-223

Daikin Airconditioning

Central Europe GmbH
Walfholzgasse 28, 2345 Brunn, Austria
Phone: 43-223-632557
Facsimile: 43-223-631783
Daikin Airconditioning Spain S.L.
Calle Labastida 2 28034 Madrid
Phone: 349-1-334-5600
Facsimile: 349-1-334-5630
Daikin Airconditioning Poland Sp.zo.o.
Ul, 17-GO STYCZNIA, Number 56,
02-146 WARSZAWA, Poland
Phone: 48-22-846-43-92-101
Facsimile: 48-22-846-43-92-116
A.C.E. Daikin (Malaysia) Sdn. Bhd.
No. 1 Jalan Pjs 11/9, Bandar Sunway,
46150 Petaling Jaya, Selangor, Malaysia
Phone: 60-3-5636-8888
Facsimile: 60-3-5634-3398
Daikin Institute of Advanced

Chemistry and Technology, Inc.
20 Olympic Drive, Orangeburg, NY 10963, U.S.A.
Phone: 1-845-365-9501
Facsimile: 1-845-365-9545

(DOMESTIC)
Daikin Plant Co., Ltd.

Daikin Airconditioning

and Technology Tokyo Co., Ltd.
Daikin Airconditioning

and Technology Osaka Co., Ltd.
Daikin Airconditioning

and Technology Kyushu Co., Ltd.

Daikin Airconditioning
and Technology Tokai Co., Ltd.

0O.K. Kizai Co., Ltd.

50 other companies

AFFILIATED COMPANIES
(OVERSEAS)

Daikin U.S. Corporation

Daikin Chemical Netherlands B.V.

8 other companies

(DOMESTIC)
Kyoei Kasei Industries, Ltd.
Daikin Sunrise Settsu, Ltd.

18 other companies

OFFICES

HEAD OFFICE

Umeda Center Bldg., 2-4-12, Nakazaki-Nishi,
Kita-ku, Osaka 530-8323, Japan

Phone: 81-6-6373-4351

Facsimile: 81-6-6373-4388

TOKYO OFFICE

Shinjuku-Sumitomo BIdg., 2-6-1, Nishi-Shinjuku,
Shinjuku-ku, Tokyo 163-0235, Japan
Phone: 81-3-3344-8177

Facsimile: 81-3-3344-8028

MAIN BRANCH OFFICES

New York, Dusseldorf, Singapore, Beijing,
Shanghai, Guangzhou

PLANTS AND FACTORIES

Sakai Plants (Kanaoka Factory,

Rinkai Factory), Yodogawa Plant,

Shiga Plant, Kashima Factory
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