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Editorial Policy

To enable the Daiwa House Group CSR Report to more clearly communicate the Group’s spirit — as
embodied in our motto “Co-creating a Brighter Future” — as well as the concrete steps we have been taking
to realize that goal, we have converted our CSR reporting system from one closely in line with the guidelines
laid down by the ISO 26000 international standard for social responsibility, to one in which reporting is tailored
to the interests of specific stakeholder categories. We have also expanded our discussion of the following
points to facilitate greater understanding of the Group’s intended future.

« Visions and strategies / materiality / key performance indicators (KPI)

In the pursuit of sustainable management, the Daiwa House Group bases its decisions on its medium- to
long-term vision. To determine which priority issues (materiality) are of greater relevance to the Group’s future
and thereby enable us to select the optimal path, we issue reports on our Sustainable Vision, Medium-Term
CSR Plan, Identification of Materiality, and CSR Self-Assessment Index.

« Commitment by executive officers

On the basis of interviews with each of our executive officers regarding the Group’s relationship with its
stakeholders, we report on management objectives, steps being taken to address specific issues, and the
results of measures taken thus far.

« Approach to management

In order to communicate the message to our stakeholders that we are systematically addressing the issues
faced in the course of each of the Group’s activities, and that we are pursuing an effective style of
management, in our reports we explain our management approach to each issue.

I Our Communications at a Glance

Financial information @
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Investor relations

http://www.daiwahouse.com/English/ir/

+Securities report
-Business result report

- Corporate governance report

+Release of financial results

+Management information meeting
- Guided tours of building sites, plants, etc.

High
Corporate social responsibility (CSR)
measures with respect to the environment
and the community
http://www.daiwahouse.com/
English/sustainable/

Addressing environmental issues

[ — http://www.daiwahouse.com/
English/sustainable/eco/

Addressing social issues

http://www.daiwahouse.com/
English/sustainable/social/

- Integrated report
Integrated report on selected financial and
non-financial information judged to be material;
to be issued Sep. 30, 2016

o
+ CSR Report + Environmental Report
N AT Japanese-language edition "< HEEE (incl. selected information, numerical
- English-language edition . data and tl[‘edsf'te RQCP:”)
i i Report culled from CSR Report,
gggl.nsuer;eecrtiggtlgfa%r)nanon containing information relating to
environmental issues
v -
-Dialogue

-Stakeholders meeting

- Teleconferencing with securities analysts and institutional investors

I Reporting Media

In addition to this CSR Report (which includes selected information and numerical data),
other CSR-related tools include the Environmental Report (incorporating selected
information, numerical data and the Site Report), and the English-language edition of the
CSR Report.

| Target Readers

The reports are targeted principally at general market investors, but also contain a variety
of information of interest and concern to a wide spectrum of the Group’s stakeholders,
including our shareholders, customers, business partners, and employees, as well as
NPOs and NGOs, members of the local communities where we do business, and
government organizations.

I Reporting Organizations

The report provides information on the Daiwa House Group overall (142 consolidated
subsidiaries and 25 equity method affiliated companies as of March 31, 2016), with a focus
on Daiwa House Industry Co., Ltd.

I Report Period

In principle, the period covered in this report is the 2015 fiscal year (April 1, 2015 to March
31, 2016). Activities before and after this fiscal period are mentioned as necessary.

DaiwaHouseGroup CSR Report 2016

I Referential Guidelines

“Sustainability Reporting Guideline 4th Edition” by the GRI (Global
Reporting Initiative), ISO 26000, “Environmental Report Guideline (2012
Edition)” by the Ministry of the Environment

I Issued
July 2016 (next issue scheduled for July 2017)

(The environmental section of this report has been prepared with
reference to our Environmental Report 2016. The accuracy of data
regarding carbon dioxide (CO2) contained in that report was certified
by third parties and an accompanying check mark indicates all
data subject to such certification.

(See page 83 of the Environmental Report 2016 for a third-party
_assurance report.)

Daiwa House Industry Co., Ltd.

@ CSR Department
Tel: 81-6-6342-1435
@ Environmental Department

For inquiries
regarding this report,
please contact:

Tel: 81-6-6342-1346
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Founder’s Spirit / Core Philosophy

“We will carry forward the
Japanese spirit of greater
harmony to pursue
businesses that
contribute to society.”

The stance that lies at the bedrock of Daiwa “Anticipate changes, far ahead of the times.

House Industry’s approach to business is Decide what to do next, focusing not on making profits,
summed up in the words of our founder Nobuo but on serving society’s future needs.”

Ishibashi, who exhorted us to: “Focus not on how

to make profits, but on how to please and be —the late corporate founder Nobuo Ishibashi

useful to people and society.”
Daiwa House Industry, which began life as an

enterprise focused on the “industrialization of 1.4 2
construction,” has grown over the past 2y I
half-century into an “integrated life industry,” —
operating in a wide range of industrial fields. .
Going forward, we will continue to meet the
needs of society by serving as a public organ, in
line with our catchphrase “Asu Fukaketsuno”
(indispensable for tomorrow) which proclaims our
corporate mission. )
Our goal is to anticipate social changes well 283 3
ahead of their actual emergence, but the true
motive power that enables us to create the goods
and services that society needs, and to supply
them to the market, comes from our employees.
The words “...developing people through
business” appear right at the start of our @
Corporate Creed. We will remain true to the spirit
of these words, and under the banner of the After the en
“Endless Heart” Group symbol - which we To saveJapan’s forests, i ,.composed
adopted to mark the 50th anniversary of the of steel pipes, thus taking its place in the industry. Later, our Midget House,
founding of Daiwa House Industry - the completed in three hours, was favorably accepted, enabling families raising baby
management and staff of the Group will continue boomers to very quickly and affordably build a badly needed extra bedroom.
working together to meet the needs of the Providing great value to society in those days, this cemented the foundation of Daiwa
community in which we live. House Industry’s prefabricated home-building business.

Single-family Houses Rental Housing Condominiums

Business
Segments

o i ol sl sl o

ke

* For details regarding the Group’s We build made-to-order single-family houses We provide multifaceted support services, We develop and sell condominium units as well
“Asu Fukaketsuno” business, see page 60. that meet the specific needs of individual ensuring comfortable residences for tenants as offer building management services, while
customers and operate a subdivision business and a stable and reliable income for also preserving owners’ asset values with our
for built-for-sale houses, including development landowners. proprietary comprehensive support system.
of entire communities.
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Daiwa House Group’s

Core Philosophy Company
Philosophy
(Corporate Creed)

Management Vision

Employee’s Charter

Company Our Company Philosophy, the basis of the Group’s thinking, should be shared by each employee of our group
Philosophy from now on.
(COPCieC sy - Develop people through business.

- A company’s progress depends directly on ensuring a good working environment for its employees.

- Products created in good faith by honest labor through modern facilities will contribute to society in general.

- Our Company will develop thanks to the complete solidarity and tireless efforts of all executives and employees.

- Through mutual trust and cooperation, by always reflecting deeply on past mistakes, valuing responsibility, and
actively engaging in mutual criticism, we will advance along the road to growth and success.

Management Group policies drafted to meet the needs of the times to ensure our prosperity, should be implemented by our
Vision individual businesses.

Connecting Hearts

The Daiwa House Group aims to create, use and enhance new values together with its customers as a Group that
co-creates value for individuals, communities and people’s lifestyles. In doing so, we hope to realize a society in
which people can live fulfilled lives. In addition, we cherish our ties with each and every customer, and continue to
strive to build life-long trust as a partner in experiencing the joys of a lifetime.

(E:mployee’s A set of conduct guidelines, should be aware in mind by employees at every stage of daily operations.
harter

As employees of a group that co-creates value for individuals, communities, and
people’s lifestyles, we pledge the following:

- Strive to improve quality, skill and communications to provide safe, reliable products that are in harmony with the
environment, and to help create comfortable, relaxing living spaces for our customers.

- Serve our customers in good faith, and share their excitement and joy.

- Work to improve society’s evaluation of our company and increase its corporate value by conducting ourselves fairly
according to society’s expectations and rules.

- Aim to grow and develop with our business partners by never forgetting our gratitude to them and dealing with them fairly.

- Pursue our own growth and happiness through our work.

- Help people gain fulfillment in their lives and build a better society, with co-creating a brighter future as our basic aim.

Existing Home Business Commercial Facilities Business and Corporate Facilities Other

We help pass housing stock, an important element We develop and construct shopping centers We develop and construct logistics facilities, We engage in a range of other business activities

of social capital, on to the future generations and a wide range of specialty stores, which we medical and nursing care facilities and general including integrated proposals relating to the

through our home renovation services and our real also manage and operate. business facilities. environment and energy; the operation of home centers,
estate agency services, in which we help people hotels and resorts; consulting for building projects; and
find good-quality previously owned homes. health maintenance and recreational businesses.
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D) Message from Management (Chairman and CEO)

Building on our founding spirit, we will continue to help
enhance the lifestyles of people around the world, with the
Company’s 100th anniversary always in our sights

— Aiming to realize people-powered sustainable management —

Confronting issues head-on - this is the
corporate DNA established by our founder

Immediately after the end of World War Il, Nobuo Ishibashi — the
founder of Daiwa House Industry — was greatly distressed by the
sight of Japan’s forests, which had been devastated by
indiscriminate logging. This experience spurred him to develop
the Pipe House — the Company’s first product — thereby
contributing to the growth of steel-pipe structural framework
construction in Japan. He also conceived the idea of
“industrializing” the construction of houses, so as to allow many
more people to live in high-quality homes. As a first step, Mr.
Ishibashi developed a product called the Midget House, which
was intended as a study room for children who lacked a room of
their own for home study. The technology and craftsmanship
embodied in the Midget House — which became the first in a long
line of our products — lives on in the single-family houses we have
supplied to the market, as well as the temporary housing units we
have developed for emergency use by the victims of natural
disasters. Company founder Nobuo Ishibashi exhorted us to:
“Consider goods and services that would please and be useful to
people and society, rather than just focusing on how to make
profits.” This founding spirit is still alive and well today within the
Daiwa House Group.

It is estimated that the population of Japan will fall below the
100 million mark by the year 2050 and that the percentage of
people over sixty-five will grow to almost forty percent. There are
currently about sixty million homes in Japan, among which some
8.2 million are unoccupied. By contrast, only one percent or so of
all homes are durable enough to maintain their status as
high-quality homes over a long period. We are also faced with
environmental problems of increasing severity on a global scale,
including climate change and declining biodiversity. We do not
believe that the Daiwa House Group will be able to achieve
management sustainability unless we effectively tackle such
social issues in a flexible manner via our business operations. If
we are to remain a business enterprise that plays an essential role
in society, we must ensure that the principle advocated by our
founder Nobuo Ishibashi — contributing to the community —
continues to be at the core of our corporate DNA, and that we
pass this on to the next generation.

Fostering the right human resources to make
our 100th anniversary dream come true

A growing number of the approximately 57,000 employees of the
172 member companies of the Daiwa House Group are of a
generation that did not personally meet or listen to our founder
Nobuo Ishibashi. But companies emerge and make their
contribution to the wider society thanks to the efforts of individual
human beings. Ever mindful of the fact that very few corporations
remain in business for 100 years or more, Nobuo Ishibashi
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constantly reiterated his belief that a business enterprise is only as
good as the people who work in it, and that hiring the wrong
personnel will bring a company down. At the Daiwa House Group,
we aim to reach net sales of ten trillion yen by the year 2055, when
we will celebrate the 100th anniversary of the founding of Daiwa
House Industry. To make this dream a reality by pursuing business
operations that truly serve the needs of many people, it is vital for
us to adopt the right approach. It is essential for all the
management and employees of the Group to keep alive the spirit
in which Nobuo Ishibashi founded and successfully guided Daiwa
House Industry. That is to say, in the decisions we take in our
business operations, we must ask ourselves which course of
action will best serve the interests of our customers, the Group,
our employees, our shareholders, and the whole of society — now
and into the future.

In recent years we have seen a large number of corporate
scandals resulting from the lack of a rigorous ethical framework
among management staff and general employees. The Daiwa
House Group’s Corporate Governance Guidelines, which were
laid down in May 2015, consist of the application to the entire
Group of a set of ethical principles that had previously been
hammered out and applied to the parent company. But in the final
analysis, the quality of a governance system depends on the
quality of the staff who apply it. To prevent our governance system
from being merely a formality, we continue to emphasize in our
personnel training and in the course of normal business that all
staff should treat even small, everyday tasks as important.

The Group’s activities are underpinned by a shared
understanding of the ideals on which Daiwa House Industry was
founded, and a shared approach to business operations. In
addition to this, if we are to cope effectively with the social changes
occurring all around us, we must ensure diversity in the Group’s
workforce. We must foster a fundamental corporate culture in
which the diverse opinions and different strengths of all our staff
are whole-heartedly accepted within the corporate organization
through discussion. We aim to create an organization where a
diverse range of people can work without impediment and give full
rein to their individual abilities, irrespective of gender, age, or
disabilities. Female members of staff at the Group account for 21.6
percent of our total workforce and 3.4 percent of staff in
managerial positions. Both these figures are comparatively high for
the Japanese construction industry as a whole, and we plan to
raise the proportions still higher going forward.

Regarding the training of next-generation managerial staff, it is
now nine years since we established the Daiwa House Juku
management training classes. Out of the 291 employees who
have completed the course thus far, ninety-two have been
appointed to the position of executive officer or even higher. In this
and other ways, we have created an environment that motivates
our staff — right from entry level up to joining the ranks of the
Group’s executives — to work and learn, and to feel pride in their
achievements.



The Group’s “Asu Fukaketsuno” (Indispensable
for Tomorrow) business - our ongoing initiative to
improve people’s daily lives all around the globe

At the Daiwa House Group, we employ the catchphrase “Asu
Fukaketsuno” to guide our efforts in developing new businesses. This
phrase means “indispensable for tomorrow,” and is composed of the
initial syllables of the Japanese words for safety and comfort, speed and
stock, welfare, the environment, health, information-communication
technology, and agriculture. These fields are representative of the main
issues facing people all over the world, and we have selected this
catchphrase to indicate our basic corporate stance of delivering
solutions to these issues through our business operations.

Take our welfare operations, for example. In 1989 we established
the Silver Age Research Center and began offering construction
services for medical treatment and nursing care facilities. Today, we
operate a robotics business in which we sell a wide range of
equipment, such as automatic bedpan equipment for bedridden
patients. It may appear to some that the Group is engaged in a
diverse spectrum of unrelated fields, but in all cases our approach is
identical to that in our core business field. In devising and starting up
such new business operations, we don't limit ourselves to operating
solely by ourselves, but also reach out — through investment,
including joint stock ownership — to involve partner enterprises with
the same aspirations. Our aim is to incorporate a flexible
management approach that encourages innovation.

In the field of environmental issues, at the 2015 United Nations
Climate Change Conference (COP 21), held at the end of last year,
the Paris Agreement was adopted. Under this, it was agreed to set
the long-term goals of limiting the global temperature rise to less
than two degrees Celsius compared with pre-industrial levels, and to
achieve zero net emissions of anthropogenic greenhouse gases. To
play our part in helping achieve these goals, we at the Daiwa House
Group have set out a Long-Term Environmental Vision — which we
hope to achieve by the year 2055, when we will mark the 100th
anniversary of the founding of Daiwa House Industry — and are
currently working to realize a net zero environmental impact from our
business activities. We are also developing “net zero energy towns”
through the use of community-wide electric power sharing
schemes, as well as the more extensive employment of renewable
energy sources such as wind power, solar power, and water power.

Going forward, we will uphold our founding principles as we
move closer to our 100th anniversary. We will continue working
together with our stakeholders, and will take on the challenge of new
ventures and initiatives to give people all over the world a better life.

Takeo Higuchi 7’ % ) 2
Chairman and CEO
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D) Message from Management (President and COO)

An “era of fellowship” is the key to successful collaboration with
our stakeholders in facing the challenges posed by social change

— Building the Foundations of Sustainable Management through our
5th Medium-Term Management Plan —

Our Medium-Term Management Plan, and the
direction we intend to take

On behalf of the Daiwa House Group as a whole | would like to
express my deepest condolences to the victims of the April 2016
earthquakes in Kumamoto Prefecture. We hope to do what we can
— however inadequate that may be — to help people who have
suffered losses as a result of these disasters, and to support the
redevelopment of the region affected.

In fiscal 2015, the third and final year of our Fourth Medium-Term
Management Plan, the Group posted net sales of ¥3,192.9 billion,
operating income of ¥243.1 billion, and net income of ¥103.5 billion.
Both net sales and operating income were record-high figures. Over
this three-year plan period we took steps to grow our operations at
a faster pace — centered on our core business segments — while
nurturing new ventures in line with our policy of diversification. At the
same time, as part of a policy of strengthening our operational base,
we extended support to our business partners, including
application of a system for certification of highly skilled engineers,
and also took measures to more effectively leverage our human
resources, such as nurturing female managers and making more
use of experienced, senior human resources. Under the Group’s
Fifth Medium-Term Management Plan, commencing from fiscal
2016, we are further expanding our core businesses and growing
our operations in the fields of real estate development, overseas
ventures, and new business lines, while taking a variety of steps to
strengthen our personnel base, such as promoting greater diversity.
In these ways, we are working to construct a strong technological
and monozukuri platform.

We expect the Group’s operating environment to become
increasingly difficult over the three-year period of the current plan
(ending with fiscal 2018). Despite positive expectations of growth in
construction demand, partly thanks to the run-up to the 2020
Summer Olympics in Tokyo, the Group’s operations will be
adversely impacted by background factors such as Japan’s aging
population and declining birth rate, the overall population decline,
and a forecast worldwide economic slowdown, including in China
and Europe. To prepare for future environmental changes and build
a sustainable management base, we will pay close attention to our
stakeholders’ requests, and will prioritize the search for solutions to
such pressing social issues as the shrinkage of the nation’s
construction industry workforce and the decline in population and
economic vigor of regional communities throughout Japan.

Our relationship with our stakeholders in an
“era of fellowship”

At the Daiwa House Group, we use the term “fellowship” to describe
the sort of relationships we hope to have with our business partners.
This is because, for Daiwa House Industry, which operates
principally in the construction field, our business partners — on
whom we rely for collaboration in the work of on-site construction as
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well as for the supply of materials — are our “fellow enterprises.”
Amid the recent difficult construction industry environment,
characterized by a shortage of skilled workers, unless we give due
respect to our business partners for the services they render us on
a daily basis, we cannot expect to receive their cooperation in an
emergency or during a severe business crisis. And we don'’t restrict
the use of the concept of fellowship to our business partners. We
believe that we must communicate even more effectively not only
with our many and diverse immediate stakeholders, but also with
the people and organizations that stand behind them. We must take
into account their interests and concerns — not simply here and now,
but into the future, too.

Home building is the core business of Daiwa House Industry,
and we form long-term relationships with our customers starting
with the building of a home and lasting for as long as the home
continues to exist, which may be many decades. We are involved in
“life planning” on our customers’ behalf, and our core business
stance entails continued close communication with them on a
long-term basis. This same business approach runs through all our
operations, including the construction and management of rental
housing, retail and wholesale facilities, and many others. To bring
our business projects to a successful conclusion and establish
relationships of trust with our customers, it is vital for us to take great
care to ascertain our customers’ desires and work together with
them to address any issues they may have, enabling us to leverage
the ingenuity of the Group and our customers. Furthermore, as it is
our employees who interact directly with our customers, we must
acknowledge the importance of workforce diversity, constructing
and operating an organization that allows all employees to work with
pride and fully realize their potential.

The Group has business premises in all 47 prefectures of Japan
as well as in many overseas locations, and is an active corporate
member of all the regional communities in which it does business.
We take the utmost care to avoid causing inconvenience to
members of the public during the course of our business
operations, and we aim to help address social issues in the
communities where we do business through our normal business
operations as well as through community co-creation activities.

It goes without saying that the shareholders of Daiwa House
Industry are intensely interested in the internal workings of the
Company and its plans for the future. In response, we proactively
disclose a wide variety of information describing our fundamental
business goals and approach, including an overview of the entire
range of our operations, our social contribution and environmental
preservation activities, and our corporate governance system. In
this way, we aim to demonstrate to our shareholders that Daiwa
House Industry is a trustworthy enterprise.

At the Daiwa House Group, we intend to maintain an honest and
open relationship with all our stakeholders, always keeping in mind
the need for swift and decisive communication, and to continue
looking beyond the immediate horizons so as to contribute to
mutual growth and prosperity.



Our vision of corporate sustainability —
determining a Medium-Term CSR Plan

Since fiscal 2006 the Daiwa House Group has been conducting a
dialogue with its stakeholders for the purpose of determining which
issues come into the category of materiality, based on the requirements
of society and the Group’s approach to business. To steer the Group
along the path that we believe it ought to take, we make use of our CSR
Self-Assessment Index as well as a PDCA cycle based on numerical
targets for the realization of continual improvement.

In parallel with the drafting of the Daiwa House Group’s Fifth
Medium-Term Management Plan, in fiscal 2016 we also drew up a
Sustainable Vision to serve as a guide for the enhancement of the
Group’s enterprise value over the medium-to-long term. This vision has
at its core the following message: “Enriching lives around the world. Our
never-ending challenge, together with society, together with people.”
This message is directed both at Group employees and the outside
world, and encapsulates Daiwa House Industry’s thinking regarding its
economic performance (finance), environmental preservation and
social contribution activities, and corporate governance system. At the
same time, to make this vision a reality, we have also redrafted our
long-term vision with respect to social contributions and environmental
preservation. In addition, we have drawn up a medium-term plan to
fulfill the Group’s corporate social responsibility (CSR), which is to be
implemented in close conjunction with our Medium-Term Management
Plan. To facilitate the steady implementation of this plan, we have
revised our CSR Self-Assessment Index for the first time in five years.

In our medium-term plan for social contribution activities, we aim to
build strong bonds of mutual trust between ourselves and our
stakeholders by directly addressing all issues involving the separate
relationships between our company and each stakeholder. In our
medium-term plan for environmental preservation activities, we aim to
balance concern for the environment with the need to achieve sufficient
corporate earnings. We have assigned priority to the themes of global
warming prevention, harmony with the natural environment,
conservation of natural resources, and prevention of chemical pollution.
We are speeding up our measures toward these goals across our entire
value chain, from suppliers through in-house production and
processing, to the sale of end-products. In all these cases, we are
currently working steadily toward the achievement of specific targets
set for fiscal 2018.

Going forward, we intend to forge still stronger ties with all our
stakeholders, and to prepare for the challenges we will face in the
coming years by firmly constructing a sustainable management base,
so that we may truly become a corporate group that helps improve the
lives of people all around the world.

Naotake Ono
President and COO ‘gg
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Sustainable Vision

As our Fifth Medium-Term Management Plan goes into effect,
we have taken the Daiwa House Group motto to “Enriching
lives around the world. Our never-ending challenge, together
with society, together with people,” clarified our business
domain and basic aim, and established a long-term vision for
E/S/G (environment, society, governance) as the basis of our
Group management activities.

Enriching lives around the world.
Our never-ending challenge,
together with society, together with
people.

Our founder Nobuo Ishibashi continuously thought about how to
contribute to Japan and to society. And he continued to profess that
the fundamental principle of corporate management is to foster
people and develop society through business activities. Moving
forward, each of us in the Daiwa House Group will continue to
embrace and pass on this fundamental principle as we work to further
the growth of a mature Japan and pioneer a global market in which
lies endless possibilities. We will continue our never-ending challenge
of achieving a sustainable society.

Business Domain (targets for value creation)

Group that co-creates value for individuals,
communities and people’s lifestyles

(rowing) (ousnes) (e )

Our Basic Aim (a foundation supporting value creation)

Creating Dreams, Building Hearts

Contributing to Co-creating a
society through | | brighter future with
business our stakeholders

Conduct of every
single employee
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Management Vision

Connecting Hearts

Long-Term

Social Vision

As a Group that co-creates value
for individuals, communities and
people’s lifestyles, Daiwa House
Group uses five principles to grow
closer to our stakeholders, while
contributing to society through
various business activities.

Long-Term

Environmental Vision

As a Group that co-creates value
for individuals, communities, and
people’s lifestyles, the Daiwa
House Group contributes to the
emergence of a sustainable
society and is addressing the
challenge of zero environmental
impacts.

Foundation of

CSR management




Long-term vision Medium-term plan, main assessment index

The Fifth Medium-Term Management Plan (FY 2016-2018)

While continuing to meet domestic
demand, we must prepare for future

The Daiwa House Group aims to create, use and enhance new
values together with its customers as a Group that co-creates

s o o environmental changes, and build a  Net sales 3.7 trillion yen
value for individuals, communities and people’s lifestyles. In platform for achieving 4 trillion yen in operating
doing so, we hope to realize a society in which people can live net sales. neomo 280 billion yen
fulfilled lives. In addition, we cherish our ties with each and every @ Strengthen short and medium term i
growth abilities Netincome 180 billion yen

customer, and continue to strive to build life-long trust as a
partner in experiencing the joys of a lifetime.

@ Lay a foundation for future growth
@ Maintain a management foundation to ROE

meet environmental changes

Medium-Term CSR Plan (FY 2016-2018)

Building a trusting relationship with stakeholders

By understanding what is expected of our company through
interaction and dialogue with our stakeholders, and working to
meet those expectations as a corporate citizen, our hope is to
build a trusting relationship with them.

10% or above

1. We are sincere in our communication with everyone, and put our full
efforts into offering high-quality products and services. We do our best
to satisfy our customers and win their trust.

2_ In addition to caring for the health and safety of our employees, we also
strive to create an open and fair work environment, and to give every

member of staff the opportunity for personal development.
pF) Y P ) i P ) Stakeholders Priority issues Indices thrzggse
3_ We value our collaboration and cooperation with our business partners, 5 — 9
g q g 3 g legree Of satisfaction in
and work to create appropriate mutual relationships. In line with the Customers hﬁg?"efm efforts to earn ong.momh questionnaire orsft;)t/;ve
principle of free market competition, we work to realize the healthy (Eres'l"e”“a') -
. valuation of business
development of the whole industry. Business | Encourage business partners and 4.5

4. We respect the culture and customs of each region, and support the
sustainable development of society through our business activities and
social contributions.

B. In the spirit of the company’s Management Vision, “Co-creating a
Brighter Future,” we work to optimize two-way communication with our
shareholders to have purposeful dialogues with them.

partners | partners in CSR efforts

purchasing work based

or more

on in-house criteria

Create a workplace where a
Employees | diverse range of employees | No. of female managers| 160
can work flexibly

Active involvement in,
Local and collaboration with
residents | other parties for local
community development

Collaboration with o,
NPOs and NGOs 50%

“Challenge ZERO 2055”

Challenge 1 To contribute to the emergence of a carbon-free society, we are targeting
zero CO2 emissions throughout the product life cycle by promoting
thorough energy-efficiency measures and utilizing renewable energy.

Challenge 2 In order to preserve and improve our natural capital, our Group shall
achieve no net loss of green space by ensuring zero deforestation through

Coexistence of environmental sustainability
and corporate profitability

Endless Green Program 2018
We are accelerating our environmental initiatives under the
concept of promoting integrated environmental management
within our Group and globally based on the life cycle approach
to ensure that corporate profitability can coexist with
environmental sustainability.

material procurement and by developing communities filled with greenery. Priority issues Indices thrgggsg
Challenge 3 To contribute to the emergence of a resource-recycling society, we shall pursue COz emissions per unit of sales 53%

the sustainable use of resources by constructing houses and buildings that are Pfre\fegti?n (compared with fiscal 2005 level) reduction

: e of globa Ratio of renewable energy power generation

more durable and by pursuing the goal of zero waste emissions. warming 1o electric power purchased 50%
Challenge 4 We shall institute appropriate management of chemical substances throughout Contribution to COz reduction 3.9 mil. t

the life cycle of houses and buidings in addition to minimizing the risk (uftimately Harmony with | Ratio of C-ranked wood in procured wood 0%

to zero) of adverse impacts on the health of people and ecosystems. ;T,‘i{,‘g,ﬁ‘;ﬁi'm Surface area of green spaces 910,000 m?

On May 2015, our Group established the Corporate Governance
Guidelines. In order to increase our corporate value by attaining
our Management Vision, and remain a relevant business group
for society’s needs, our goal is to bring about an optimal
corporate governance that is suitable for society and global
business environment.

And based on the foundation of CSR management essential to
sound management, we have set up a Medium-Term CSR Plan
theme and assessment index as a significant part of CSR
management.

Creating a CSR mindset and
strengthening our management system

We will create a CSR mindset by revitalizing our organizations
through business improvements, and create a solid management

foundation through increased awareness.
FY 2018
targets

Incidence rate of risks specified for 50%
priority efforts reduction

Priority issues Indices

Risk management

Response to Corporate Ethics and
Human Rights Helpline users (rate of 100%
conflict resolution)

Deal with human
rights issues

* For priority issues details, see pages 13 to 23. * For details on the assessment index, see pages 147 to 150.
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) Medium-Term CSR Plan

Medium-Term CSR Plan

In order to bring about our sustainable vision, we
established a Medium-Term CSR Plan to strengthen our
management foundation, put into effect in fiscal 2016.
The Medium-Term CSR Plan includes long-term visions
for both society and environment, and together with the
Medium-Term Management Plan we have determined
CSR materiality for a three-year objective.

We will then use a revised CSR self-assessment index
based on the performance of these plans, to manage
progress for each fiscal year, eventually sharing topics
and improvement measures with related departments
through the Group CSR Committee, and the Group
Environmental Promotion Committee. Finally, we intend
to meet our objective by incorporating the PDCA cycle.

Bring about
the sustainable vision

Push improvement through
a three-year plan

Dialogue with
diverse range of
stakeholders

Establish
Medium-Term CSR
Plan based on CSR
perspective

Establishing a new Medium-Term CSR Plan

Up to this point, the Daiwa House Group is
formulating an “Endless Green Program” every
three years or so featuring specific objectives and
plans, coordinated with the Medium-Term
Management Plan target period, in order to attain
our environmental vision, and has moved forward
with related activities.

Now, in fiscal 2016, we determined a long-term
social vision, a long-term environmental vision,
clarified the direction we are aiming for, and
established a new Medium-Term CSR Plan to attain
quantitative objectives.

O] 1 DaiwaHouseGroup CSR Report 2016

Medium-Term
CSR Plan

@ Revise CSR self-assessment index

@ Identify CSR materiality and stakeholders

Establishing a CSR self-assessment index

Since fiscal 2006, we have been measuring CSR activity results, and using a
CSR self-assessment index as an independent management system to
measure “visualization.” This has been beneficial in making improvements to
CSR activities. In fiscal 2009 and 2012, to keep up with the changing state of
social affairs, we revised our former index based on feedback from
stakeholders.

Most recently, when formulating our Medium-Term CSR Plan, we shifted
from the ISO 26000 format we’ve been using for years, and decided to make
revisions based on the opinions of each and every stakeholder, re-determining
CSR materiality and setting up an associated assessment index. This was
done in the spirit of co-creating a brighter future with our stakeholders, and to
further clarify our efforts.



Medium-Term CSR Plan

At the Daiwa House Group, we work under the fundamental concept of “co-creating a brighter future” to meet the
expectations and demands of society through active communication with our stakeholders. That philosophy,
combined with the spirit of greater harmony, are the ingredients necessary to bring about a sustainable society.

them.

Customers

* Provide high quality
products

* Proper communication
with customers

* Long-term efforts to
earn trust

Employees

* Provide a safe and
healthy work
environment

* Develop human
resources

* Create a workplace
where a diverse range
of employees can work
flexibly

* Provide employment
opportunities for
exceptional human
resources

Building a trusting relationship
with stakeholders

By understanding what is expected of our company
through interaction and dialogue with our stakeholders,
and working to meet those expectations as a corporate
citizen, our hope is to build a trusting relationship with

Business partners

* Fair competition

* Encourage business
partners in CSR efforts

* Improve labor
conditions and ensure
human resources for
construction
subcontractors

Local residents

« Active involvement in,
and collaboration with
other parties for local
community
development

* Contribute to the
community by sharing
business knowledge
gleaned through
experience

Coexistence of environmental sustainability
and corporate profitability

We are accelerating our environmental initiatives under
the concept of promoting integrated environmental
management within our Group and globally based on the
life cycle approach to ensure that corporate profitability
can coexist with environmental sustainability.

Prevention of global
warming

* Promoting the
construction of zero
energy houses,
buildings and towns

* Expanding the power
generation business by
adopting renewable
energy

Conservation of natural
resources,
Water resource
conservation

* Promoting the
application of the “3Rs”
to construction waste

* Promoting the
adoption of
resource-recycling
products (exhibiting
greater durability and
longer service life and
conserving resources)
Promoting
reproduction building
materials

Harmony with the
natural environment

* Promoting sustainable
wood procurement

* Promoting the
preservation and
creation of green
spaces in development
and town planning

Prevention of
chemical pollution,
Prevention of soil
contamination

* Further improving
indoor air quality in
residential facilities

+ Strengthening the
management of soil
contamination risks
during land purchases

Create a CSR mindset and strengthen management systems

We will create a CSR mindset by revitalizing our organizations through
business improvements, and create a solid management foundation
through increased awareness.

Risk management

* Risk management

* Human rights
awareness-raising

* Handle human rights issues

Compliance

* Ethical conduct

+ Corporate ethics /
compliance with laws

- Safety

Invester relations

* Transparency
+ Stakeholder engagement

DaiwaHouseGroup CSR Report 2016
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Identification of CSR Materiality

The main thrust of our latest Medium-Term CSR Plan is the identification of CSR materiality.
While considering Daiwa House Group’s business activity process and various factors of
influence, we specified priority issues from both social and environmental perspectives to
be tackled during the medium term, which will ultimately lead to new growth opportunities.

(Revising CSR materiality)

In 2011, the Group referred to ISO 26000 to determine six themes of major importance to the stakeholders
and our company as “materiality.” However, due to changing social circumstances, Group policies, and the
timing in which our CSR Medium-Term Plan was to be formulated, we revised these priority issues to be in
line with stakeholder perspectives.

When selecting themes for the priority issues, we extracted ideas from various sources, including
ISO 26000, GRI guidelines, the UN Global Compact, sustainable development goals (SDGs), and primary
social issues within Japan. By exchanging ideas with stakeholders, and holding discussions with related
individuals in the company, we were able to identify issues for which our efforts should be prioritized.

(The selection process for CSR materiality)

Identify and arrange the themes

The Group has added and verified priority issues from ISO 26000, GRI guidelines, etc. along with

Japan’s primary social issues to the CSR activities we are already involved in. In addition, 22 issues 5
have been extracted from various sources as candidates for CSR materiality. And after identifying

each issue’s range of influence, we have determined an assessment method.

Confirmation of validity

We must make sure there are no gaps between what our company deems important, and the level of
importance held by society’s demands and expectations. To do this, we hold stakeholders’ meetings
to discuss each of the candidates for CSR materiality, while dialoguing with experts on the social and
environmental perspectives. This approach has deepened our understanding on the importance of
each theme from a stakeholder perspective.

Identification of materiality (most important priority issues)
Similar to Step 2, we performed final validation within the

company, and identified which candidates should be

considered the CSR materiality.

Set up assessment index

— Manage objectives via CSR self-assessment index —
ltems selected as CSR materiality are then weighted by our
independent management system, CSR self-assessment index, and a
PDCA cycle is incorporated to aid us in meeting our objectives.

n




|dentify and
arrange the
issues

Businesses within the Group span a diverse
range of fields, and while this enables us to
contribute to society in variety of ways, we
also recognize the wide range of
responsibilities we’ve been entrusted with.

In addition to the matters of concern
related to global and domestic sustainability,
a diverse range of themes and social issues
exist which are closely related to homes and
construction. To extract the priority issues to
take on, we verified the expectations and
demands we hold as a company, along with
the efforts we’ve made so far as a Group,
and the range of efforts we should start
making in the future.

United Nations

1SO 26000 Global Compact

GRI
guidelines

LY
L o

* Provide high quality products

construction process

* Long-term efforts to earn trust
* Fair competition

for construction subcontractors

* Develop human resources

can work flexibly

o BT

Single-family houses

i =

Fitness clubs

Environmental energy

Agriculture Parking

Daiwa House Group’s Businesses

Global and domestiWssues

United Nations
SDGs

Main SRIs

Etc.

* Proper communication with customers during the

* Proper communication with customers after delivery

+ Encourage business partners in CSR efforts
* Improve labor conditions and ensure human resources

* Provide a safe and healthy work environment

_|_

Social issues recognized by Daiwa House Group

Regional depopuiation,
intensely concentrated
urban populations

Aging society with
low birthrate

Increasing
households

Decreasing number
of workers with
construction skills

Etc.

Frequent natural Increasing vacant
disasters homes

Our company’s
analysis

* Create a workplace where a diverse range of employees

* Provide employment opportunities for exceptional human
resources

* Active involvement in, and collaboration with other
parties for local community development

* Invest in local community development

* Contribute to the community by sharing business
knowledge gleaned through experience

* Prevention of global warming

* Preservation of biodiversity

* Conservation of natural resources
* Water resource conservation

* Prevention of chemical pollution

* Prevention of soil contamination

ni
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STEP

2 Confirmation of validity

our quest for a sustainable society.

Customers

Priority issues

« Provide high quality products

« Proper communication with
customers during the
construction process

% Proper communication with
customers after delivery

- Long-term efforts to earn trust

<Stakeholder opinion> (excerpt)

For Daiwa House Industry to achieve
sustainable development into the future, it
needs to increase its fanbase. And in order
to build a relationship of trust over the long
term with customers, it must develop a
system in which the company can smoothly
communicate with customers for great
post-delivery follow-up service, rather than
depending on individual sales managers.

01 5 DaiwaHouseGroup CSR Report 2016

Daiwa House Industry held a stakeholders’ meeting to find out
what our stakeholders feel are the most important issues
among the ones extracted by us to focus our efforts on.

In a bid to eliminate the awareness gap, participating
stakeholders were separated into groups to share their
opinions on various matters, and we were able to obtain
valuable suggestions on the issues that should be prioritized in

- Identification of CSR Materiality

Employees

Priority issues

- Provide a safe and healthy
work environment

% Develop human resources

- Create a workplace where a
diverse range of employees
can work flexibly

« Provide employment
opportunities for exceptional
human resources

<Stakeholder opinion> (excerpt)

If human resource development can be
provided so that each person is able to
fully understand their expected role in
the company, and sufficiently carry out
that role, there will be a reduction in
insufficient labor management and
mentally unprepared personnel, which
will contribute to “providing a safe and
healthy work environment.” Please
work to offer continuous and stable
human resource development.

DaiwaHouse

Business partners

Priority issues

« Fair competition
% Encourage business
partners in CSR efforts
« Improve labor conditions
and ensure human
resources for construction
subcontractors

<Stakeholder opinion> (excerpt)

Since some construction companies
and materials delivery companies fall
outside of Daiwa House Industry
covered industries, | think we need to
work toward a more unified
development process, in which Daiwa
House Industry can play a role every
step of the way. | want Daiwa House
Industry to take on a “comprehensive
role” throughout the supply chain to
carry out a clear leadership role.




I Date and time:

Thursday, January 28, 2016
13:00-16:00

1 Venue:

Daiwa House Industry Co., Ltd.
Osaka Head Office

Community residents

Priority issues

- Active involvement in, and
collaboration with other

'l\_) o

in OSAKA 2016.1.28

I Theme:

After 60 years in the business, what sort of
role is Daiwa House Industry expected to take
into the future?

I Facilitator:

Professor Yoshinari Koyama, from Kanto
Gakuin University’s Department of Economics

« Prevention of global
warming

I No. of attending stakeholders.....20

+ Customers ......cccoceeeeeieriieeeenene 5
+ Business partners......c...ccccceeeeneee 5
- Corporate personnel..............c..... 3
¢ NPO/NGO.....coieiieiieieieeieeaee 2
« Employees........cccoviiiiiiiiniinnns 4
s Other...eoeeeeeeee e 1

Environment

Priority issues

We determined six environmental themes relevant
to our company, divided them into three phases of

parties for local community (procurement)

development

«Invest in local community
development

« Contribute to the
community by sharing
business knowledge
gleaned through experience

*A new priority issue was presented at this
meeting which covers a wide range of
opinions shared by all members: “Efforts
needed to develop local communities into the
next generation.”

<Stakeholder opinion> (excerpt)

The Community Co-Creation Committee’s
role in connecting local communities with
branch offices is extremely important. How
about providing opportunities for Daiwa
House Industry to hone its planning and
execution abilities as a community-based
business, by working to solve local issues
through community co-creation activities?

+ Prevention of global
warming -
(business activities)

* Prevention of global
warming .
(products and services)

- Conservation of natural
resources
(business activities)

- Conservation of natural
resources

Conservation of
natural resources

Six environmental themes
related to our Group

Prevention of global
warming
Harmony with the
natural environment

environmental influence from house/building life
cycle, and discussed 18 themes in total.

Three themes of
environmental influence

Procurement

\Water resource
conservation

Prevention of
chemical pollution

(products and services)

+Harmony with the
natural environment
(products and services)

<Stakeholder opinion> (excerpt)

| think the company should focus on
developing/spreading products  that
contribute to the prevention of global
warming as a way to improve its
competitive power. City creation that

The % symbol indicates important issues that should be top priority for efforts according to general opinion.
Detailed responses to opinions offered at the stakeholders’ meeting are available on our official website.

Prevention of soil
contamination

Business Products and
activities services

considers biodiversity is currently seen as
an added value, but over the long-term it
will improve the value of our assets, which
is an obvious point to consider going
forward.

DaiwaHouseGroup CSR Report 2016
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- |dentification of CSR Materiality

STEP

2 Confirmation of validity

Experts’ dialogue

We invited experts to discuss the specification of
our most important priority issues (materiality) in
Daiwa House Industry’s CSR activities. For
environmental perspectives, we talked with Chief
Executive Officer Goto from the Sustainability
Forum Japan, and Mr. Tomita of LRQA Japan. For
advice on social %speots, we talked one by one with
Managing Director Unno of So-Tech Consulting,
Executive Director Kuroda from CSO Networ
Japan, and Mr. Takegahara, former

Environment and| CSR Section Chief at '
Development Bank of Japan. '

Society

I Date and time: Monday, February 29, 2016 I Date and time: Tuesday, March 1, 2016
. 13:00-16:00 13:00-15:00

1 Venue: Daiwa House Industry Co., Ltd. I Venue: Daiwa House Industry Co., Ltd.
Tokyo Head Office Tokyo Head Office

I Theme: Important environmental I Theme: Important social issues
issues our Group should our Group should
address address

I Participants: Related experts: 2, I Participants: Related experts: 3,
Daiwa House Industry Daiwa House Industry
Representatives: 4 Representatives: 4
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Main viewpoints covered

* When we consider the materiality of the Medium-Term Action Plan for the
Environment, one can say that the specific process and content have been carried
out appropriately for the most part. Of course, it will be necessary to conduct regular
reviews in the future because the materiality might change with respect to the
Long-Term Environmental Vision, just as CO:z reduction targets are being reviewed
every five years according to the terms of the Paris Agreement signed at COP 21.

* Regarding the water issue overseas, regional characteristics have resulted in social
risk. Attention is necessary for points whose risks and issues must be identified, as
they will greatly change if the business focus is shifted overseas in the future.

* Regulatory factors are considered risks currently, but they can also be regarded as
opportunities when viewed from a long-term perspective. So, recognizing factors

Toshihiko Goto from a perspective of increasing the company’s competitiveness reveals that one’s

Chief Executive Officer, Sustainability Forum Japan

| W

HidemigTomita
Senior Project Principal, ERQA Japan

Tatsushi Nishimura

Representative Director and Senior Managing
Executive Officer

Executive Officer in charge of the Environment
Daiwa House Industry Co., Ltd.

point of view is important for taking advantages of opportunities.

* In terms of the process, | formed the impression that it was carried out effectively. In
the future, | suggest the analysis should be undertaken by subdividing every business
in order to measure the relevance to the business.

* While it is important to involve external stakeholders, | suggest that you must involve
more internal people from within the company in the discussions when identifying
issues and considering solutions.

* Regarding extending the service life of houses and maintaining property values, | felt
that the issues of “resource conservation” x “products” should be high in importance
from the perspective that Japanese housing should be afforded particularly high
relevance.

+ Formally determining materiality is necessary, but it is also important to apply it to the
Medium-term Action Plan for the Environment and to specifically indicate the types of
initiatives required. | hope that you will connect with these initiatives and strategically
promote them.

Our response

We received a number of opinions this time, including a process for identifying and for
reviewing materiality, but we felt that it was still unsatisfactory in terms of the process. It
will be necessary to further improve this area in the future.

In particular, the business of our Group diverges into many branches with differing
business models, so it is necessary to analyze the various business supply chains when
pursuing important issues. In terms of the various regulations, we came to understand
that these regulations are linked to a contribution to society as well as to improved
corporate profitability from the seizing of business opportunities; they do not represent
only negative risks. We welcome the opinions of a variety of stakeholders and we will
continue to review materiality and steadily implement our new Action Plan for the
Environment (EGP2018) in response to these opinions from now on.

DaiwaHouseGroup CSR Report 2016 01 8



afirmation of validity Experts’ @ -

—— Society ——

Outside experts Main viewpoints covered

* When participating in discussions with customers, make it
clear to them how your business can alleviate their social
problems. Having a long-term perspective regarding your
future with entire local communities is essential.

* Regarding the development of human resources, the most
desirable human resources are those who are able to adapt
their thinking and actions to meet changes in society. Since
your company thinks highly of local communities, become
actual members of the community and learn about local
issues instead of only providing on-the-job training. It would

SEN— be beneficial to develop a corporate culture with roots in the

local community.

‘ : + To deal with labor shortages, bring it up as a construction
Mizue Unno site issue, and get cooperation from throughout the industry
Managing Director, So-Tech Consulting Inc. instead of using one company. Otherwise, the business itself
will not develop. This is the type of awareness needed, while
keeping future outlooks in mind for support and training.

* “Long-term efforts to earn trust” can mean a wide range of
things. It’s important to focus on solutions resulting in health,
safety, and security, not only for those soon to transition to
the next stage in their life, but also for areas in which social
issues are changing, such as marginal settlements, and
other newly-constructed towns.

* To develop businesses globally into the future, | think it’s
important to formulate clear policies on diversity and
inclusion.

* When it comes to local community issues and development,
it’s essential to figure out whose voice you should listen to. |
think it’s important to dialogue with local citizens and
organizations with activities rooted in the community, in

] order to build relationships with them from the get-go, so

Kaori Kuroda that they are willing to cooperate with you as needed.

Executive Director, CSO Network Japan
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in TOKYO
2016.3.1

Outside experts

Main viewpoints covered

* | believe the development of human resources is an essential element for
all types of businesses to compete. From this perspective, it is important
to provide safety, health, and diversity to acquire and maintain
highly-skilled human resources.

* In order to build win-win relationships with business partners to create a
value chain, | think it is important to “encourage business partners in CSR
efforts.”

+ As for “communication with customers,” technological power is required to
draw out and accurately meet user needs. Plus with the increase in
businesses utilizing stock to develop, “communication after delivery” is
especially important.

Keisuke Takegahara
Former Section Chief for Environment and GSR, Development Bank of Japan

Katsutomo Kawai
Head of Management Administration
Executive Vice President
Daiwa House Industry Co., Ltd.

Our response

We are very thankful to have received your expert opinions, and wide-ranging valuable
input. Your ideas will strengthen our efforts to effectively deal with the constantly
changing, dire social issues by utilizing the characteristics of each business in Daiwa
House Group. | consider that, by verifying the important issues and actively seeking
solutions, we are creating new growth opportunities.

Your advice has provided guidance on various directions we need to take into the
future, without falling into short-term thinking, such as how we should take our
businesses into the future, how to strengthen the abilities of our employees, how to
cooperate with local residents and business partners, and other such priority matters.
At the same time, we were reminded of the inseparable relationship that CSR efforts
hold with all of our businesses. We sincerely accept your input, and through
interdepartmental cooperation, the entire Group will work together to carry out these
efforts.
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I |dentification of CSR Materiality ;

SISl |dentification of materiality
(most important priority issues)

L Reiocicii..

Based on the “social perspectives” determined in Step 2
“Confirmation of validity,” an in-house deliberation meeting was
held with related individuals to assess the importance of topics to
Daiwa House Group, specifically to determine the level of
i importance from a company perspective. By mapping out
various matters from both social and company perspectives, we
specified the most important issues that the Group should
prioritize its efforts with.

Long-term efforts to earn trust

Encourage business partners in CSR efforts

Improve labor conditions and ensure human resources
for construction subcontractors

Develop human resources

Create a workplace where a diverse range of
employees can work flexibly

Active involvement in, and collaboration with other
parties for local community development

Fair competition Provide high quality products

. Contribute to the community by sharing business
Provide a safe and healthy knowledge gleaned through experience
work environment

Provide employment
opportunities for exceptional
human resources

Demands and expectations of society

Proper communication with
customers

| Degree of importance to our business @

021 DaiwaHouseGroup CSR Report 2016



For the environment

ffy In keeping with “confirmation of validity” in Step 2,
ok 3 5 b
— " 4 we conducted the final review in the company

T —— mainly with the Executive Officer in charge of the

. Environment and the relevant departments. We
identified the most important priority issues by
sorting out the importance in line with the results of
an assessment according to the “materiality map”
from the prospective of both our'company and our
stakeholders. ‘

|

3

% ‘
! 5

{ !
[l Important themes for the environment

The most important priority issues
L
209 Prevention of global
warming
(procurement)

Conservation of natural

resources

(products and services)
Conservation of natural
resources
(business acti

Harmony with the natural
environment (procurement)

Harmony with the natural

environment Prevention of chemical

(business activities) pollution

Prevention of soil
(products and services) contamination (procurement)

Prevention of soil
contamination
(products and services)

Conservation of natural
resources (procurement)

Water resource conservation
(procurement)

Water resource conservation
(business activities)

Prevention of chemical
pollution (procurement)

Water resource conservation

(products and services) e el

contamination
(business activities)

Prevention of chemical
pollution
(business activities)

! -_'I_:)égree of importance to our business
i 1

P
r

P
Da\'waHouseGrC\up CSR Report2016 0?2



STEP

A4

In fiscal 2006, Daiwa House Group implemented a CSR self-assessment index to measure CSR
activity results and “visualization.” This has been beneficial in making improvements to CSR
activities. Since fiscal 2013, we were setting up and operating the index based on ISO 26000
international standards, but to clearly convey the spirit of “co-creating a brighter future,” we have
reorganized the themes by setting 26 priority issues and 47 indices based on stakeholder input,
and revised the index to be shaped around ESG (environment, society, governance), as based on
our newly-formulated Medium-Term CSR Plan. As a new endeavor, we have determined a
three-year objective in accordance with the Fifth Medium-Term Management Plan put into effect in
fiscal 2016. While incorporating the PDCA cycle, our aim is to strengthen our management

I |dentification of CSR Materiality

Set up assessment index

— Manage objectives via CSR self-assessment index —

foundation and to achieve performance objectives.

FY 2016 to 2018

Customers

FY 2013 to 2015 |
Human
rights
- ~N
Community
involvement Labor
and practices
development
Organizational
governance
Consumer The
issues environment
Fair
operating
practices
Social

| Customers

The most important priority issues |

Indices

Customer (owner) satisfaction

Environment

Long-term efforts to
earn trust %

Long-term viewpoint evaluations

Questionnaire evaluation after taking residence

| Employees

The most important priority issues | Indices

Degree of satisfaction of employees to overall human
resources training

Develop human
resources k

Evaluation of OJT

Rate of acquisition of professional qualifications by young
employees

Create a workplace

Rate of male employees taking child-raising leave

where a diverse
range of employees

No. of female managers appointed

can work flexibly %

Rate of employees with disabilities

| Business partners

The most important priority issues |

Indices
Education for in-house employees

Encourage business
partners in CSR

Business partner assessment based on business partners’
and Daiwa House Industry’s criteria for purchasing duties

efforts %

Rate of self-check answers based on the Business Partner
Code of Conduct

Improve labor conditions

No. of employees trained on-site

and ensure human
resources for construction

No. of labor accidents

subcontractors

No. of partner company members

| Local residents

The most important priority issues |

Active involvement in, and

Indices
Collaboration with NPOs and NGOs

collaboration with other
parties for local community

Participation rate in endless donations

development

Amount conversion of community co-creation activities
by branch offices

* See pages 147 to 150 for details.
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(s)

Foundation

of CSR

management

(©)

Business
partners

(3]
Local
residents
)]

Environment
| Environment

Priority issues

Prevention of global
warming

Employees

(©)

(s)

| Indices

Rate of decrease from the FY 2005 figure in CO2
emissions per unit of sales

Business
activities

Products and

services Contribution to CO2 reduction

Harmony with the natural
environment
(Preservation of biodiversity)

Procurement |Ratio of C-ranked wood
Products and

Surface area of green spaces

Conservation of
natural resources

services
Rate of decrease from the FY 2012 figure in
. construction waste emissions
Business (production, new construction)
activities

Recycling rate (production, new construction,
civil engineering, demolition, renovation)

Ratio of houses certified under the Long-Life

Products and | Quality Housing Certification System
services

Adoption rate of pre-engineered buildings

contamination

Water resource Business Rate of decrease from the FY 2012 figure in

conservation activities water consumption per unit of sales

Prevention of chemical | Business Rate of decrease from the FY 2012 figure in

pollution activities release and transfer of PRTR-listed substances

Prevention of soil Serious risks of soil contamination during land
Procurement

purchases

Governance

| Foundation of CSR Management

Priority issues
Transparency

| Indices
External assessment of ESG information disclosure

Ethical conduct

In-house CSR awareness survey

Stakeholder engagement

Attendants’ satisfaction with stakeholders’ meeting

Creation of a CSR mindset

No. of branch offices visited for CSR training

Risk management

Incidence rate of risks specified to be handled with priority

Safety

Safe driving management

Human rights
awareness-raising

Human rights awareness-raising

Handle human rights
issues

Response to Corporate Ethics and Human Rights
Helpline users (rate of conflict resolution)
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fyd Co-creating a Brighter Future with Our Customers

Message from the Executive Officer in Charge

Social issues

The housing and construction industries play an important role in
protecting the lives and properties of customers in Japan, one of
the countries with the most frequent natural disasters in the world,
including increased abnormal weather due to climate change,
and major earthquakes.

In addition to the above, our lives in Japan are surrounded by
various difficulties, including population decline, aging of society,
energy constraints, excessive centralization of population in major
cities and depopulation in remote areas, increasing number of
vacant houses, and diversification of lifestyles, calling for urgent
solutions.

13.2%

of all the earthquakes in the
world of magnitude 6 or larger
occur in Japan in a year
Source: Calculated based on
“Frequently Asked Questions >
Earthquakes,” Japan

Meteorological Agency

Estimated population
decline in Japan from 2010
to 2030:

12 million

Source: “Estimate with Moderate Births
and Moderate Deaths as of January
2012,” National Institute of Population
and Social Security Research

Vision and strategy

What the Daiwa House Group aims to achieve

We adhere to the spirit of fostering, and continue
providing products that are loved for many years

In customer relationships, we believe in responding to customers
face to face, and satisfying their expectations. As customers’
lifestyles and values increasingly diversify, we pursue the policy of
“each individual orientation,” where we think through each theme
from the standpoint of individual customers. This policy questions
whether we are responding to each customer face to face, or
whether we are thinking from our company’s values and
convenience. We keep asking these questions to our employees
until their practical behaviors express their understanding.

The principle of our work is to formulate ideas into products
through repeated communication sessions. Customers usually
want to enjoy the creating process together with supportive
persons who can share their values. We believe that the
significance of our work lies in fostering a customer’s values
together with them, instead of forcing our company’s ideas on
them or merely having formal exchanges. It is probably our
Group’s strength that we can take such a fine-tuned attitude to
our customers, with a product portfolio ranging from housing to
huge logistics facilities.

Our products and services do not end at the point of
purchase. Instead, our products and services are used for many
years after purchase. We thoroughly pursue high quality, always
keeping in mind that value creation through our business starts
with manufacturing. It is required to establish relationships in daily
exchanges, not only at the time of disaster or emergency. We
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hope to continue being a business entity that enhances the
quality of buildings and of human services, so that customers can
feel that Daiwa House Industry never forgets about them and that
they can always rely on us.

Risks and opportunities for the Daiwa House Group

In principle, buildings are constructed in accordance with
requests from customers. Diversifying needs and accelerated
changes provide risks and opportunities at the same time.

At the basis of our business lies an idea of how to contribute to
and please as many people as possible in the world. Our Group
has examined social requirements (e.g. aging of society, rising
safety and environmental awareness), identified potential needs of
people through such requirements, incorporated the identified
needs into our products and services, and created new business
opportunities that led to our growth as a consequence. While the
housing market will diminish in the coming years, we will maintain
high quality both in hardware and in software by creating new
businesses and applied businesses that leverage or expand the
existing customer platforms, thereby enhancing customer
satisfaction and profitability.

+ Competition will intensify as the newly built
housing market diminishes.

- Opportunities may be lost if we fail to rapidly
respond to diversifying customer needs.

Risks

- Long-lasting favorable relationships can be
established by acquiring profound trust from
customers.

+ New business opportunities can be created,
such as businesses that leverage the existing
customer platforms, and products and services
that resolve social problems.

Opportunities

Goal and results

Important themes to address

Guarantee of product safety during use
(Protecting consumers’ health and safety)

Products and services that our Group provides must protect the
lives and properties of customers for a long term. “Safety and
peace of mind” during use are essential prerequisites. Therefore,
we make earnest efforts to ensure not only safety performance at
the time of design, but also post-construction safety through
inspection, maintenance and other measures.



After-sales services and handling of inputs received

It is characteristic that our Group should maintain long-term
relationships with customers through products and services
following the delivery of buildings. In such relationships, inputs
received from customers are the most valuable information, and
provide us with opportunities for upgrading our products and
services. Inputs received are shared across the company, and
related departments take necessary measures and finally lead
them to enhanced customer satisfaction.

Summary of efforts in fiscal 2015
(CSR self-assessment index)

To enhance customer satisfaction, our business segments have
undertaken continuous improvement measures based on
questionnaire surveys, etc. For example, the single-family house
segment analyzed services by representatives in the sales,
design, construction and after-sales service processes who were
particularly highly evaluated by owners, and shared the analysis
as “explicit knowledge.” Improvement activities based on the
business characteristics of each department have led to
improved satisfaction figures.

Anti-seismic performance (housing)
[Rate of acquisition of the highest grade]

resuts. 38.7 %

Percentage of implementation of special inspection regarding
product performance and specifications

e 90.0%

Customer (single-family house owner) satisfaction

Percentage of “Extremely good” and “Good” in the
questionnaire survey

oous. 0.6 %

Customer (cluster housing owner) satisfaction
Percentage of “Satisfied” in the questionnaire survey

rests. 02.2 %

Keiichi Yoshii

Director and Senior Managing Executive Officer

Head of Marketing Division

Head of Tokyo Head Branch

General Manager, Tokyo and Kitakanto Regional Business Unit
Deputy Head of Marketing Support Department

General Manager, Overseas Business

[BENWWEI[SIVISEIC](eli[eN@ R Report 2016

026

Customers

Employees

Business partners

Local residents

Shareholders

Environment

Governance



i Co-creating a Brighter Future with Our Customers

Commitment to quality

I Our Policy

The Daiwa House Group provides a broad range of
buildings as a “Group that co-creates value for individuals,
communities and people’s lifestyles.” Buildings also protect
human lives and precious properties, and are socially
obliged to offer safety and peace of mind. It is expected that
such buildings can be used for a long period of time and
handed over across generations. This is why we promise to
deliver high-quality products, and make efforts to improve
quality throughout the entire life cycle of buildings, from
product  development to  design, construction,
maintenance, and to scrapping (demolition).

I Management

Quality Assurance System

Our company pursues quality improvement throughout the entire
production process, from development to design and contract,
production and construction, and to after-sale services. As the
flowchart on the right indicates, we conduct inspections and take
improvement measures in development, production and
construction, and other individual processes. We also evaluate
the quality of our products in terms of both hardware and
software through questionnaire surveys, periodic inspections,
and various inquiries received following delivery to customers,
thereby maintaining quality that satisfies end customers who
actually use our products. Inputs received from customers are
incorporated into individual processes for improvement, with
respect to the physical quality of products, the quality of services
by employees, and operational quality concerning systems and
organizations.

M Quality assurance system flow
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I: Delivery/move-in

Delivery Manufacturing/construction

Consumer satisfaction survey

Periodic inspection/building diagnosis

Fesdback to relevant @I

After-sales
support
process stages

L Accepting and processing of complaints

*

“Compliance/risk evaluation” refers to quality auditing conducted
of production technology-related divisions as a whole.

Implementation of the ISO 9001 Quality
Management System Standards

1. Development design review
At the stage of product development, the Central Research
Laboratory performs verification from various angles. For
objective assessment, the Quality Assurance Department
confirms verifications and conducts a development design review.

2. Purchasing specifications review
For the purchase of standard goods, performance, specifications
and quality control systems are examined and confirmed.

3. Education/training for frontline workers
Education and training is provided for workers on a construction
site. Important tasks are assigned only to those who have passed
our trade skill tests.

4. Inspection and construction supervision
In addition to voluntary inspection by the construction
subcontractor’s technicians and workers in charge, the Quality
Assurance Department conducts inspection as a construction
supervisor.

5. Appointment of quality improvement committees
For product quality issues, a quality assurance meeting is held at
the branch office, and a Quality Improvement Committee meeting
is held at the head office, with emphasis on prompt responses to
our customers and quality improvement.

6. Compliance/risk evaluation

At the stages of design and construction by individual branch
offices, evaluation is conducted in terms of safety, quality, cost,
process flow, ethics, and waste management.
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Since its founding, Daiwa House Industry has actively pursued
technology innovation, as a leading pioneer in industrialized housing,
by conducting years of research on construction techniques and
building components and materials. At plants located throughout the
nation, we have established an integrated production system from
component processing to assembly by promoting automatization,
robotization and labor-saving to ensure the homogenization of quality.
The Production and Procurement Division of the Head Office and
plants nationwide have acquired ISO 9001 certification, the
international standard for quality management systems. In our
production sector, ISO 9001 quality management systems have been
implemented as a tool to further promote efforts to enhance and
stabilize product quality.

I Measures Being Taken

[Design Quality]

Utilization of the Housing Performance Indication
System and the Long-term Excellent House
Recognition System

Our company has promoted the acquisition of housing performance

evaluation certificates issued by third-party accreditation

organizations. Under the housing performance evaluation system

amended in April 1, 2015, we are also taking measures to:

1) Review mandatory items and optional items,

2) Provide information regarding liquefaction, and

3) Make necessary amendments following the review of energy
efficiency standards.

The houses (with standard specifications) we provide to our
customers satisfy the requirements for long-life, quality housing, which is
certified under relevant laws.
We will continue to make
efforts to build a system to
provide  better  quality
housing to our customers.

M Anti-seismic performance (housing)
[Rate of acquisition of the highest grade]

FY 2015 results 8 8 . 7




[Construction Quality]
Ensuring Construction Quality by Triple Checking Functions

Evolving “Industrialized Housing” with
Our System Construction Technology

“Ensuring construction quality” means to finish buildings as per
indicated dimensions and specifications, and realize them exactly in
accordance with design documents.

To ensure the proper execution of construction work, we have
established our own Technology Standards. Construction quality is
guaranteed by observing the Construction Manual Procedures,
which specify the flow of work, and the QC Process Chart, which
indicates checking methods, as part of the Technology Standards.

Prior to the start of construction work, staff members from the
sales, design (appearance design, structure and equipment) and
construction (procurement) departments meet at each worksite.
They share information among persons related to construction
work, including the needs of customers, aims of designers, points
for attention in drawings, and key points in construction work. We
also have a policy of construction by engineers/technicians who
have completed our technical training (on groundwork, construction
and woodwork).

Construction  work is checked from three different
perspectives — self-inspection by the construction company and
by the construction manager, and inspection by the construction
supervisor who belongs to our Quality Assurance department.
Through this triple-check system, we endeavor to ensure the
smooth flow of work procedures, thereby maintaining quality that
satisfies our customers.

In October 2015, we started the application of a quality
inspection system “D-Doc,” using tablet terminals, thereby
switching over to more efficient and reliable inspection, from the
previous inspection system based on paper check sheets.

Working with Business Partners to
Promote Quality Improvement Activities

Our business partners have a confederation that consists of 4,572
companies across Japan, and its members play a leading role at factories
and on construction sites.

The confederation also undertakes vigorous activities. It holds a
board of directors meeting at the beginning of each fiscal year, and
determines plans for worksite-based branch activities, regional activities,
and nationwide activities.

Our Executive Director in charge of Engineering, Manager of the
Design & Construction Promotion Department, construction supervisors
at each worksite, and construction managers also proactively participate
in the activities of the confederation, and have made considerable
contributions to including reduction in incidents through safety patrols,
quality assurance through study meetings, and so on.

Various improvement activities have also been eagerly promoted.
Proposals for improvement are invited every year from individual member
companies, and received proposals are reviewed at each branch and
region before competing in the national convention. Excellent proposals
are recognized following the final review, and are merchandised by Royal
Home Center, one of our Group companies, and recommended and sold
to member companies, thereby contributing to their on-site safety,
workload saving and efficiency improvement.

Presentation on
improvement
activities

Our system construction, which enables integrated construction
work by our skilled workers in the plant, delivers high quality and
shortens the construction period at the site of construction.

We have lately acquired an exterior wall fireproof certification for
“Daiwa FLEST II,” a system construction that offers a broad
product lineup of exterior walls and allows free design, in response
to requests for construction in fireproof areas, thereby further
expanding the range of utilization of a system construction.

We will make continuing efforts to improve our system
construction technology to respond to our customers’ requests.

Exterior wall fireproof testing

Image of a retailer/wholesaler building

Proposing a Safe and Secure Food Production
Facility Responding to Consumers’ and
Customers’ Request

For food production companies, we offer the construction of
facilities that meet various food safety and hygiene requirements,
such as those of the Food Sanitation Act of Japan, HACCP
(Hazard Analysis Critical Control Point) certification, ISO 22000
(food safety management system certification) and FSSC 22000
(food safety system certification). In fiscal 2015, we contributed to
the establishment of 36 food factories and cold chain systems,
thereby supporting safe provision and delivery of food that
satisfied consumers.

Head office factory, Shimanaka Co., Ltd.
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i Co-creating a Brighter Future with Our Customers

Enhancing customer satisfaction

I Our Policy

The Daiwa House Group engages in business activities,
aiming to be a company that is held in special esteem and is
trusted by customers.

To this end, we go one step beyond “customer orientation”
and put “each individual orientation” into actual practice,
where we are seeking to think from the perspective of each
customer.

To think from the standpoint of each customer, it is
critical to achieve high-quality communication with
customers. In the three quality aspects (quality of products,
quality of employees, and quality of operations), we pursue
quality improvement through all business activities, thereby
satisfying customers’ expectations and promoting
customer satisfaction.

* Planning/proposal details and method
« Customer service by sales representative

Contract/

design
+ Maintenance/
+ After-sales support = = management
status (home visit) o= 2 status of the site
- Feedback onsales £ 5§ = of construction
activities conducted 2% S - Implementation
before signing a 3 S status of work
contract progress report
Delivery
Move-in

+ On-site quality check and response at the time of delivery
* Feedback about living comfort and products
* After-sales service

I Management
Systems for Enhancing Quality in Three Aspects

With respect to the quality of products, we believe that final
satisfaction is achieved by providing products that have
performance exceeding customers’ requirements. Therefore, we
analyze inputs received from customers at the CS Promotion
Department, and share the results with all related departments in
pursuit of improvement.

As for the quality of employees, it is our faith that a strong group
is formed when a high level of individuals are combined together.
This is why we hold role-playing conventions focused on practice
in each layer, thereby strengthening the acquisition of applied skills
by on-site staff. In particular, requests of customers vary from
person to person, and it is critical that our employees have flexible
skills to serve such varying requests on the spot. We make efforts
in human resource development in this way.

In terms of the quality of operations, we deem that, first of all, it
is essential to grasp ongoing practice and rules. Unless all of us
share this common and fundamental understanding, we cannot
identify what is correct in actual operations, or take appropriate
actions in the case of inadequacy.

Share inputs from
customers among
related departments

Share the common
understanding of
ongoing practice

Quiality of products

and rules
Three aspects of quality
Quality of Quality of
Strengthen the employees operati%)ns

acquisition of
on-site applied
skills
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CS Promotional System

We have established customer satisfaction committees at the head
office and at all worksites, in order to link inputs from customers to
improved products and services. The committees meet once a
month to share the relevant information. We have thus established
a system where specific measures are shared at each worksite,
while rapid response can be taken when Groupwide decisions
need to be made.

In addition, in an effort to further enhance customer satisfaction,
we established the Customer Satisfaction (CS) Division in 2007,
which consists of three departments. The CS Division has since
promoted improvement activities from a customer perspective,
based on inputs from customers and quality-related data.

Promoting improvement cs

activities through CS committee

committees in each
branch office

i
Customers

Y

Cs Divisions/
committee departments
in the head within the

L d tit

Response to Complaints

Daiwa House Industry has established company rules that
comply with ISO 10002, which are international standards for
complaint handling aimed at consumer protection. We have thus
established a system for sincerely and rapidly responding to
complaints received from customers.

Complaints received from customers are escalated to the
manager of a complaint-handling department through a customer
contact department. Complaints are subsequently shared by the
branch manager, the Risk Management Committee, the general
manager and the executive responsible for the division, and then
by the Chairman and the President. Instructions concerning
actions to be taken are cascaded to persons in charge of actual
complaint handling on a case-by-case basis.

Chairman & President General managers
Executives responsible for divisions
ReportingT l Instructions

Risk Management Committee

ReportingT l Instructions

Branch manager
Customer service center manager, General affairs manager

lCompIaint filed

el
o]
& =
9|_’ o © ReportingT l Instructions
o} oc 2
£ 2L
S g g _— 5 Manager of a department handling complaints
(2} »n @
=1 QO
© gg ReportingT l Instructions
S
@
}
O

Person in charge of practices concerning complaints



I Measures Being Taken
[Single-family Houses)
Daiwa Family Club

Our Daiwa Family Club website is for the exclusive use of
single-family house customers. It provides various information
and advice to solve house-related questions and concerns.

[Rental Housing]
Daiwa House Owners Clubs

Realizing the importance of our after-sales relationships with
customers, we have established and operated the Daiwa House
Owners Clubs. Its activities targeted at rental house owners
include the provision of new information, information exchange
among members, and the promotion of friendship.

In Japan, there are 93 Daiwa House Owners Clubs with a total
membership of 32,231 as of April 2016.

[Commercial Facilities)
Owners Clubs

Owners Clubs established for the owners of commercial facilities
hold a wide variety of events, including seminars regarding the
effective use of real estate, and study tours to promote friendship
among members. These events not only provide useful
information on business development and property inheritance,
but also serve as an opportunity to develop a network of
connections.

In Japan, 64 Owners Clubs have been formed with a total
membership of 6,775 as of the end of March 2016. Through
Owners Clubs, we will continue to develop endless partnerships
with our customers.

Ws@ 2m1-7-8 25

National Owners Club Chairs meeting

[Commercial Facilities)
Relationships with Tenant Companies

We provide support for tenant companies in the retailing,
restaurant, hotel, education and other industries, by offering
information concerning potential locations for opening up stores
on roads and in cities across Japan.

To ensure that our customers can start business at desired
locations in a timely manner, we take every opportunity to meet
the person in charge for business negotiation of the company and
hold consultation meetings in various areas. As a result, we have
conducted transactions with approximately 4,000 companies (as
of the end of March 2016).

To meet the needs of tenant companies, we also have held
business meetings to invite companies to commercial facilities
operated by the Daiwa House Group and to unoccupied
properties that can be rented at relatively low cost.

Risk Management for Advertising

In addition to government and industry regulations, Daiwa House
Industry has imposed various self-restrictions on advertising,
including consideration of human rights. We have also
established an advertising production system to provide
templates for advertising materials. We also have set up a section
to carry out final checks for advertisements, thereby devoting
maximum efforts toward risk management.

Preventing Leakage of Private Information

Daiwa House Industry fully recognizes the importance of
protecting personal information, and believes that the proper use
and protection of this information not only forms the basis of our
business activities, but also represents key areas of our social
responsibility. From these perspectives, we have established our
Privacy Policy and disclose it inside and outside the company. In
accordance with the Privacy Policy, we have built and
strengthened a company-wide management system, by
developing company rules on the handling of personal
information and assigning responsible persons. To ensure
compliance with these policy and rules, we provide thorough
education and training to employees.

We have introduced a corporate intranet protected by a firewall
in order to protect our data from illegal access from outside, as
well as from unauthorized access by employees. Terminals that
allow access to company data can be identified, enabling the
acquisition and checking of operation logs.

To reinforce our security management system, we have
implemented physical and technical measures, such as
enhanced network security, password setting and encryption for
hard drives, and the storage of hardware in a locked place.

TO P|CS Non-conforming installation of
some fireproof doors/sashes

[t was lately uncovered that the installation method for
some fireproof doors/sashes that were produced at our
factories, and were used in rental housing and in
single-family houses, did not conform to the specifications
certified by the Minister of Land, Infrastructure, Transport
and Tourism. Our company promptly disclosed this
non-conformity, and apologized to the relevant customers.

We had fireproof tests and other inspections conducted
by an independent performance evaluation organization,
and the outcome indicated that even the non-conforming
doors/sashes guaranteed performance required by the
Building Standards Act, and involved no safety risks.
However, our response to such doors/sashes is still in
progress under the policy of renovating them.

In the future, we will further strengthen our quality
control systems, and provide homes that offer safety and
peace of mind.
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fyd Co-creating a Brighter Future with Our Customers

Long-term guarantee and after-sales support

I Our Policy

We at Daiwa House Industry regard buildings as important
assets of customers and of society. We also consider that
buildings exist together with people’s lives, and must be
tailored to people who live in and use the buildings. To
maintain the value of assets at a preferable level, and to
enable use of buildings for a long period of time across
generations, we will further develop our systems for
appropriate maintenance and after-sales service, and hand
over high-quality stock to later generations.

I Management

Our company has established a system for long-term guarantees
and after-sales service tailored to the structure of buildings and
conditions of the owner (e.g. light-gauge steel-framed
single-family  houses and condominiums, heavy-gauge
steel-framed general buildings). We offer initial guarantee periods
of up to 20 years for exterior walls, structure, and other parts of
buildings, and also provide a periodic building diagnosis service.
We visit individual owners, and conduct maintenance work to
repair the points for improvement identified in the building
diagnosis, thereby maintaining and improving the value of
housing as assets. Information collected through these after-sales
services is summarized by the CS segment and fed back to the
relevant segments, leading to improvement in product
development and guarantee service.

We recognize that emergency contact service is required for
buildings as living infrastructure, and have therefore established a
customer service call center that is available not only for residents
but also for the users of facilities (e.g. stores and offices). The call
center supports residents and users 24 hours a day, 365 days a
year, free of charge in Japan. Information received at the call
center is disseminated to worksites across Japan to enable rapid
and accurate response.

[Single-family Houses)
AQASSET

Daiwa House Industry considers housing to be an important
asset, and provides a wide variety of maintenance services. We
intend to further enhance the support system to protect housing
value, ensure security, and provide customers with the pleasure
of living in their houses.

As after-sales support for single-family house owners, we
provide a package of support services called “AQASSET”
covering areas from housing maintenance and reforms to
brokerage services for the buying and selling of real estate in the
future, and daily life-related services. We, together with Group
companies, will provide continuing support in order to create
deeper relationships with our customers.

AQASSET

Maintain the
value of housing Upgradg t}'1e
as assets value of living

Renewal

Maintenance

Enhance
people’s living

H AQ Support xevo, an inspection and guarantee program of single-family houses
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guarantee

A
Firstmonth ~ 6th-month

Inspec
diay

Initial guarantee 20 years
Initial guarantee 15 years

Initial guarantee 10 years

A A
h-month 24th-month

A
12t Sth-year
inspection inspection  inspection inspection inspection

@ Inspection is conducted based on a specified check sheet for the
relevant years, visually or using jigs for each part of the building in
accordance with the inspection manual. Based on the inspection
results, we propose parts that require maintenance work.
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after the 50th year

by 10 years by 10 years by 10 years
following paid mai following paid mai following paid mai

by 15 years
following paid maintenance work

After the 50th year, a durability inspection
(test) is conducted, and a written
durability diagnosis is prepared,

according to the customer’s wish. ltems of

> by 10 years > by 10 years
following paid mai following

by 10 or 5 years > by 19 or_§ years

following paid maintenance work following paid
A A A A
10th-year 15th-year 20th-year 25th-year
inspection inspection inspection inspection

Free of charge
during the extended
guarantee period
Written Written diagnosis
diagnosis * Inspection and diagnosis
requiring fees (50,000 yen)

maintenance work necessary for separate

sections (for fees) and the maximum

duration of guarantee are presented.

* Estimates for inspection and diagnosis
expenses are prepared, separately from
the program.

A A A
30th-year 35th-year 40th-year 45th-year
inspection inspection inspection Tnspe‘ctlon

Free of charge
during the extended
guarantee period
Written diagnosis

* Inspection and diagnosis
requiring fees (50,000 yen)

Free of charge
during the extended
guarantee period
Written diagnosis
* Inspection and diagnosis
requiring fees (50,000 yen)

> by 10 or 5 years > by 10 or 5 years
following paid mai following paid méi k

A
50th-year
inspection

Written diagnosis of durability
* Separate estimate



[Rental Housing]
Total Support System “DAPS”

We offer our total support system “DAPS” for customers who
have become owners of rental properties. As a reliable partner,
we provide long-term and comprehensive support for stable
management, including free housing inspection conducted every
five years, a guarantee for up to 40 years, and consultation about
buildings, management and property inheritance.

[Single-Family/Rental Housing]
Daiwa House Customer Center

We aim to build an endless partnership with our customers. To
this end, we have opened a Customer Center as a concierge desk
to handle various queries regarding houses and buildings. The
Customer Center (toll-free/24-hour, 365-day operation), in
cooperation with individual branch offices, provides information
on periodic inspections and maintenance support. Moreover, the
Daiwa House Group offers a wide variety of services ranging from
house cleaning to renovation, the buying and selling of houses,
leasing, and moving services.

To become a long-term, reliable housing consultant and
partner, we serve our customer needs with the spirit of “together
with our customers.”

Column

Post-disaster responses

From shortly after the occurrence of an earthquake, we
started to confirm the status of damage to houses by
making phone calls or visiting our customers living in the
affected areas. Inspections of houses were also
conducted by our employees. We were praised by our
customers for these post-disaster responses. Some
house owners said that although their houses were hit by
the earthquake, they were able to continue living there
with a sense of security.

[Condominiums]
Proposing a Long-term Repair/Maintenance Plan

Appropriate  maintenance and repair work is essential to
maintaining the asset value of a condominium. The specialized
staff of the Daiwa House Group’s condominium management
company design and propose a long-term repair/maintenance
plan (maximum of 40 years) tailored to individual condominium
units. We provide customers with comprehensive after-sales
support through our condominium management company.

[Condominiums]
Emergency Response System “LifeNext 24”

We have established the “LifeNext 24,” an emergency center

operating 24 hours a day, 365 days a year.

Emergency dispatch

Il Flow of the emergency response system
v

Condominium

Emergency call
as necessary

Emergency Gas leak Heat Security —
button detector detector sensor Sec
(fire)

|| Ol B & S
I ¥

Management
office

Automated emergency

> Cooperation
Abnormality 5 | vc
detecton —> E E -(% \L
Abnormality 26 9o
detection > (2] £ :
= e LifeNext 24
o
Abnormality Abnormality m
in water Abnormality in fire ;:lb;?]rer?amy
supply/ in elevator protection functions
drainage equipment il:Cocperalion

Business
partner
T Emergency dispatch

* Monitoring items differ, depending on the specifications of the condominiums.

©Emergency center “LifeNext 24” has been established within Daiwa Lifenext Co., Ltd.,
a condominium management company of the Daiwa House Group.

[Business/Corporate Facilities]
GR (Good Relationship) System

We have established the GR (Good Relationship) System to provide
support and services to corporate customers. In this system, we
suggest forums for exchange and up-to-date information that can
help the revitalization of business activities. We also make
proposals for renovation and re-building in accordance with
long-term visions for a longer lifetime of buildings.

[Commercial Facilities]
24-hour Customer Service Call Center

Our customer service call center provides after-sales support
24 hours a day, 365 days a year, so that after delivery, customers
can use buildings in a more worry-free and comfortable manner.
Based on the reports and complaints the call center receives, we
will conduct improvement activities, information on which will be
distributed to our customers. We also strive to enhance the call
center’s service functions.
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Sustainable consumption

I Our Policy

To establish a sustainable society, measures must be taken
to reduce impact on the global environment. Daiwa House
Industry shares the goal of the Basic Act for Housing to
“produce high-quality products, take good care of them,
and use them for many vyears,” and pursues the
development of less environmentally impacting products
and methods, while establishing a support system to
maintain product performance for a long term after the
delivery of the building.

The essence for maintaining housing performance is to
continuously undertake detailed care and cleaning. At the
same time, it is important to renew and repair degradation
over time in a planned manner, while introducing various
ideas and appropriate renovations in response to changing
lifestyles. We also consider that it is our mission as a leading
company to support education to children concerning such
“housing styles.”

From these perspectives, we contribute to a sustainable
society through the maintenance of buildings over a long
period of time, supported by customer-oriented
partnerships between our company and our stakeholders,
where we can learn from each other.

Related subject: P87 Contribution to reducing CO2 emissions
through our products and services

I Management

We provide a visiting inspection service based on the long-term
housing guarantee. On this occasion, our inspection staff provide
customers with advice concerning housing maintaining, which is
also available in periodic booklets sent to customers and on the
exclusive website.

In addition to customers, we also provide delivered classes at
elementary and junior high schools concerning comfortable
housing styles. We identify and analyze the number and details of
sessions of such next-generation development support activities
across the Group, and continuously develop materials and make
other improvements to help our employees provide better
educational support.

I Measures Being Taken

Widespread Proliferation of Housing that Meets
the Requirements for a Housing Removal Support
System

Japan Trans-housing Institute (JTI) has implemented a housing
removal support program for the senior generation, wherein JTI
rents a house from its owner aged 50 or over and leases it to a
family with children. The advantages of this program are that the
property owner can expect a stable house rent income for the
rest of his/her life in the best case, and that the property user can
rent a house at below market price.

Our customers who purchase our newly built single-family
houses, regardless of age, are eligible to use this JTI program to
lease their old or new houses. This program helps families raising
children and senior retirees to change their residence or move
from an urban area to the suburbs.
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This program provides not only advantages to families raising
children and seniors but also the social significance of effectively
utilizing houses that no longer fit the residents’ lifestyles, as
societal property.

Striving to Meet Global Needs

By 2055, when our company will celebrate its 100th year in
business, the global population is estimated to exceed 9 billion,
with the world expected to face more serious issues, such as
environmental problems and a super-aging society. As a total life
service provider, we are committed to promoting our business on
a global scale, from the standpoint of what is needed by society,
free from the constraints of construction services.

Efforts Toward “Social Integration Standards”

In the housing business as our core, we have introduced “Friendly
Design,” our proprietary design concept aiming at producing
housing space that can permanently remain friendly with all
families, based on the concept of universal design to facilitate easy
use by all users. We examine safety and comfort into the future of
residents in the design stage, and realize housing that is pleasant
for all families, including the elderly and children.

Town Planning based on “Social Integration
Standards”

Our company also undertakes projects for establishing towns as
social infrastructure.

Towns are inherited over decades and centuries, from
generation to generation, and formulate social assets. We
endeavor to form better social assets that will lead problems that
are facing society to resolution, through barrier-free and other
approaches to realize easier use by all residents, by proactively
reducing CO2 emissions through energy conservation and energy
creation, and through many other measures.

Related subject: P65 TOPICS Town Planning by the Daiwa House Group

Column

Lectures on consumer issues delivered at
universities

Our company has cooperated in a donated lecture series
“Corporate  Social Responsibilities and Consumer
Education” sponsored by the Business Ethics Research
Center, and has delivered classes since fiscal 2014.

In fiscal 2015, the lecturers spoke about consumer
issues that surrounded our company as the main theme,
and detailed the development of rental housing that
residents could rent with peace of mind. University
students listened
intensely to the lectures
and learned that we are a
company that not only
provides housing
products and services,
but also offers value to
consumer life as a whole,

from a broad perspective. Lecture by a Daiwa House Industry
employee at a university
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Message from the Executive Officer in Charge

Social issues

Enterprises both large and small are facing serious human
resource issues, affected in part by the aging population and
declining birthrate, people switching jobs more readily, and
working styles diversifying. To hold onto talent, and get the most
out of limited labor resources, enterprises are looking to women
and seniors to play a more active role.

But for women to have a chance to excel, more workplaces
need to provide childcare leave and there needs to be more social
infrastructure, such as a greater number of nursery schools to
solve the problem of children on waiting lists for admission. A
separate issue is a rise in the number of workers who develop
mental disorders due to work-related stress.

The estimated number of Percentage of worksites with
fewer workers in the labor workers who have either quit or
force between 2010 and 2030  taken off one month or more due to

a mental health issue in the last year
9. 5 4 million

(o)
10.0%
Source: Japan Institute for Labour

Policy and Training, “Labor Supply Source: Ministry of Health, Labour and
and Demand Estimate—Policy Welfare, “2013 Occupational Health

Simulations based on Labor Supply and Safety Survey” (fact-finding survey)
and Demand Model (2012 version)”

Vision and strategy

What the Daiwa House Group aims to achieve

Creating workplaces that are motivating and a
source of pride using a bottom-up approach

The Daiwa House Group considers people—our own
employees—to be the corporation’s greatest asset. Daiwa’s
founder believed that a company is built upon the energy of those
who make things happen at ground level and we carry on that
spirit.

We therefore instill in our employees the importance of a
bottom-up approach to management that follows a company
philosophy to “develop people through business.” Working in the
construction industry, our company is good at providing a
solutions-based business approach. We recognize that the
issues faced by customers and the local community around a
construction site are not one and the same. For our employees to
contribute autonomously to society, they must go on-site and find
out what issues exist, then work with optimism and a strong will to
turn people’s dreams into reality. In the process they themselves
will grow and become able to lead others. The company also
actively promotes diversity to bring in useful, new perspectives to
solve social issues with fresh ideas.

Based on our founder’s idea that we pursue business to
benefit society with a spirit of greater harmony, we aim to create
workplaces that generate more motivation and pride than any
other company. We want all of our employees to feel this sense of
mission and become aware of how the work they are doing
serves society.
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Risks and opportunities for the Daiwa House Group

The Group has approximately 57,000 employees, which means
many kinds of personalities and diverse capabilities. If we are able
to continue providing an environment that brings out the best in
everyone, we will certainly be able to maintain steady growth as a
company. In contrast, if inadequacies appear in the work
environment we will lose our competitiveness.

The Daiwa House Group works to create a personnel system
and corporate culture that together encourages personal growth
and promotes diversity and enables a variety of working styles.

- It will be difficult to attract and hold on to highly
capable individuals unless we are flexible in
meeting the needs of employees of all types
from a range of backgrounds.

+ Women’s loss of opportunity for advancement
due to marriage or child-rearing is a significant
loss to the Group.

+ Absence due to illness or injury lowers the
productivity of the organization.

Risks

- A workplace in which diverse personnel can
work together facilitates the emergence of new
ideas, which will lead to the development of
products and services that accurately meet the
diversified needs of customers.

- Also, allowing flexible working styles to support
employees in different life stages leads to
attracting and holding onto talented individuals.

Opportunities

Goal and results

Important themes to address
Developing Human Resources

Based on the philosophy that people are our greatest asset, we
develop human resources by offering on-the-job training plus
additional training opportunities to improve results. We also strive
to give every employee a fair opportunity to develop their abilities
and career without discrimination. Especially as we approach our
100th anniversary, we are working to train new recruits, who will
be our next generation of leaders, and discover and train talented
individuals to become managers.

Providing a safe and healthy work environment

Keeping employees safe and healthy is not simply a company’s
social responsibility. To this Group, healthy employees are a
significant plus to management, as productivity rises. We
therefore created a new health promotion system that includes
management of the results of health checkups and unique
“proactive health management” to keep people healthy and able
to work with vitality.



Elimination of discrimination and provision
of equal opportunities

We offer flexibility in employee working styles and have in place
many work-life balance support systems to actively meet the
needs of employees of all types from many different
backgrounds. We do not fit people into positions but try to create
a working environment that allows people to choose from various
working styles to find the one most suitable for them.

Summary of efforts in fiscal 2015
(CSR self-assessment index)

By linking work-life balance to management assessments at
worksites, and by encouraging people to take time off, the rate of
paid leave taken rose significantly from 36.2% in the previous year
to 45.9%. We are also seeing a steady rise in the percentage of
women in management positions, which has now risen above the
average for the construction industry.

Percentage of young employees
who acquired qualifications
(real-estate transaction
specialist and second-class
architect) within three years of
joining the company

FY 2015
results 24_ 3 %

Rate of obtainment of
paid holidays

FY 2015
results 45.9 %

Rate of employees with
disabilities

FY 2015
results 2 .1 9 %

Percentage of female managers
out of the total managers

As of 2 50
Ao 1,201 Ln D N

(Average for the construction industry: 1.1%
according to a MHLW survey)

Number of times of
participation in
company-wide training
programs per employee

FY 2015
results 1 3 times

Number of labor accidents (on-site)
[Rate of decrease from previous FY]

FY 2015
results T 2 %

Employee satisfaction survey

rFe\;EI(t); i 62 4 pts
)

(Degree of job motivation;

Moritaka Noumura

Executive Officer
General Manager, Human Resources Department
Management Administration
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Employment security and fair evaluation

I Our Policy

Daiwa House Industry considers its people to be the
company’s greatest assets. Based on this position we place
great value on hiring a diverse range of individuals and
having them work actively through the medium and long
term. We wish to see the direction and goals of the
company and employees merge, giving each individual a
sense of purpose and pride in their work. This will, in turn,
stimulate growth and development for both the individual
and the company. To facilitate such a positive orientation we
want to create an environment in which the individual talents
and full potential of our employees can be demonstrated.
Toward this end, fair and highly transparent evaluations are
of utmost importance.

I Management

All employees are evaluated under a goal management system and an
assessment interview system, with assessments performed with fairness
on the basis of the goals set by subordinates in consultation with their
superiors and their achievement of those goals.

The goal management system (for managers) is an open evaluation
system based on making a results-oriented approach more specific,
objective, and impartial. It is aimed at developing management-caliber
human resources. The system is applied in six-month cycles, with
employees and their bosses meeting with each other to set goals and
determine the degree of difficulty and priority of achieving those goals.
Regarding the evaluations themselves, superiors provide feedback to their
subordinates in interviews and discuss to what degree goals were met and
where to make improvements. Personnel evaluations are based on both
the achievement of goals (results) and the processes of working toward
those goals (demonstrating latent capabilities, specific action).

The system of assessment interviews (for regular employees) is aimed
at enhancing communication between superiors and subordinates,
strengthening human resource development, improving motivation with
regard to roles and results (performance), and gaining a wider
understanding for these clarified evaluation criteria and evaluations. As
shown in the chart below, superiors and subordinates meet with each
other to set goals, check on interim progress, confirm results, and have a
follow-up interview once per quarter. Personnel evaluations are based on
two types of evaluation. One is a comprehensive “results/performance
evaluation” that examines the quantity and quality of results achieved
every six months from the viewpoint of productivity. The other is a
“competency evaluation” that examines how much an employee has
demonstrated his or her abilities in the course of carrying out their duties—
in the processes that lead to results. The weight given to these two types
of evaluation differs according to the level of the company position—the
higher the level, the greater the importance placed on results and
performance.

With regard to employment security, we have improved and expanded
our systems that deal with specific employment issues, such as a system
that allows senior employees aged 61 or over to continue working and a
support system for employees who have a difficult time balancing work
and home life, either raising a child or caring for an elderly parent. Plus, we
continue to improve these systems, periodically carrying out employee
surveys to stay aware of the issues people are facing.

(after payment of bonuses)
Goal-Setting — Interim Progress — Results Confirmation — Follow-up

Interview Interview Interview Interview
/:\
(1sthalfyear)  April July October December
(2nd half year) October December April July

037 DaiwaHouseGroup CSR Report 2016

I Measures Being Taken

Employment and Turnover

As of April 2016, Daiwa House Industry had 15,267 full-time regular
employees. In fiscal 2015, the company newly hired 851 full-time regular
employees (685 new graduates and 166 mid-career recruits). In April
2016, 740 new graduates (528 men [71.4%)] and 192 women [28.6%])
joined the company. The rates of employee turnover for voluntary reasons
in the last three years were 2.3% in FY 2013, 3.0% in FY 2014, and 2.6%
in FY 2015. In FY 2015, no dismissal took place for the reason of
personnel reduction.

Limited-Term Contractual and Temporary Employees

As of April 2016, Daiwa House Industry had 933 limited-term
contractual employees, 86 post-retirement specially commissioned
employees, 92 employees on probation, and 681 part-time
employees, that is, a total of 1,792 employees on a limited-term
contract. As of April 2016, 10.5% of the company’s employee body
including full-time regular employees (17,059) were limited-term
contractual employees. As of April 2015, the company and 893
limited-term contractual employees, 54 post-retirement specially
commissioned employees, 67 employees on probation, and 651
part-time employees, that is, a total of 1,665 limited-term contractual
employees. Their percentage of the total number of employees
(16,527) was 10.1%, thus remaining almost unchanged from 2015 to
2016.

Creating a Secure, Pleasant Working Environment

Daiwa House Industry takes measures to create a pleasant working
environment that resolves issues faced by many types of employees
and allows them to continue working.

In fiscal 2013 we raised our mandatory retirement age from 60 to
65, and in fiscal 2015 the company launched the Active Aging Program
for re-hiring personnel past the age of 65. This program allows older
workers to continue working on renewable contracts without an age
limit. Such measures assure secure employment for employees who
previously had been forced into retirement when they reached a certain
age. It addresses issues being faced by older employees and includes
measures designed to draw out their abilities.

Also, to deal with the social issue in Japan of employees quitting
their jobs to take care of small children or elderly parents, the company
has systems in place to support both childcare and career
development, as well as a support system that can accommodate
employees who provide various kinds of nursing care.

Remuneration

In FY 2015, the average amount of annual remuneration was
8,629,970 yen per employee. The Daiwa House Group (including
Group companies outside Japan) adheres to the rule of
remunerating its employees above the legally mandatory
minimum wage prescribed by law in the respective countries.

Employee Questionnaire Survey

At Daiwa House Industry, matters that require the signing of a
labor-management agreement are subjected to preliminary
deliberations  between  labor and management  for
decision-making. To create a workplace environment in which
every single employee can work in a spirited manner and to
further increase employee satisfaction, the company organizes a
questionnaire survey regularly to collect employees’ opinions and
reflect them in a range of personnel systems.



Health and work safety

I Our Policy

The Daiwa House Group considers the health and safety of
its employees to be a key factor in the Group’s continued
advancement.

As modes of work adapt to changes in society that
include increasing globalization and an aging population,
we see an increasing need for employee health care—both
mental and physical.

There is a need for even greater safety on construction
sites and at workplaces involved in distribution, as well.
Efforts to improve safety need to be taken not only in-house
but also in collaboration with our business partners and
subcontractors. With this awareness, the Daiwa House
Group aims to build healthy, safe working environments and
more pleasant workplaces. We are committed to actively
maintaining and improving the health and occupational
safety of our employees.

I Our Occupational Safety and Health Policy

Daiwa House Industry sets a “Basic Policy to Promote
Safety and Health at Work” each fiscal year, and we work
with employees to create safe workplaces and working
environments. For subcontractors, every fiscal year we set
the “Basic Policy of the Daiwa House Industry Partner
Companies Confederation” based on the keywords
“co-creating a brighter future” which sets the direction for
safe manufacturing and the pursuit of safety-first worksites.

1 Basic Policy to Promote Safety and Health at Work

Each fiscal year we issue this “Basic Policy to Promote Safety
and Health at Work” for employees to determine what targets
need to be set in terms of occupational safety and health. To
clarify and reach these targets, each worksite creates an
occupational safety and health management plan that it
shares with its employees and subcontractors through a
safety and health committee and councils. The targets are
based on a full understanding of our Basic Policy to Promote
Safety and Health at Work also help to strengthen our
occupational safety and health management system, with the
aim of maintaining clean, safe working environments that
promote high work efficiency with zero accidents.

I Management

Health Management

Daiwa House Industry has developed a system for determining the
health status of employees by working with Health Insurance
Union. Outside experts analyze and evaluate the information
obtained and offer advice for improving health care.

Safety Management

Daiwa House Industry holds regular meetings of the “Central
Occupational Safety and Health Management Committee,” which
is composed of company executives and heads of the
technology, production, and administrative divisions. The
committee meets to get a solid grasp of the current state of
occupational safety and health at the company and to discuss
related measures. The details of the meetings are announced at a
board of directors’ meeting and are incorporated into the process
of setting the “Basic Policy to Promote Safety and Health at Work”

Based on this basic policy, safety and health committee meetings
are held regularly at each worksite, following the objectives that
are aimed at sharing and disseminating information on health and
safety.

Progress on measures being taken is shared at monthly
meetings of the safety and health committee at the head office,
which is an example of specific management action. The
committee focuses primarily on carrying out the specific actions
below, and meeting minutes are distributed via the company
intranet to all head office employees.

I Measures Being Taken
Periodic Medical Examination

In fiscal 2015, 97.8% of Daiwa House Group managers and
employees took a periodic medical examination. At Daiwa House
Industry, we make company-wide efforts to attain a 100% coverage
of employees in the medical examination. From fiscal 2013, for three
consecutive years, we attained 100%. As for follow-up on employees
who received special remarks in the medical examination, 97.6% of
them had a second examination in fiscal 2015.

In the future, we intend to continue making efforts to maintain and
enhance employees' health, attaining a 100% coverage of Group
employees in the periodic medical examination. Furthermore, we will
aim for full coverage by a second examination of employees singled
out for it, for early detection of disease, early commencement of
treatment, and optimal management of health risks, which are the
main objectives of the periodic medical examination. In fiscal 2015,
95.3% of the employees took a specified medical examination. The
company provides specified health instructions by organizing a
health improvement program, encouraging the employees to
proactively look after their physical health.

Medical Examination of Employees Putting in
Many Hours

At Daiwa House Industry, the company’s occupational health
physician is requested to check the results of the periodic medical
examination and provide necessary advice.

In compliance with the Occupational Safety and Health Act,
under which a medical examination is mandatory for those who
put in exceptionally long hours, the company requires employees
whose monthly total of overtime work and work on holidays
exceeds 80 hours (including executives) to have an interview with
the occupational health physician and receive instruction to
prevent health problems.

Mental Health Care

Daiwa House Industry promotes measures for different types of
care in accordance with the company’s mental health
enhancement plan.

I Self Care

In December 2011, we adopted a system that enables employees
1o self-evaluate their status of stress. We will introduce in July 2016
a new stress-check system to align with the regulatory revisions
made to the Occupational Safety and Health Act of Japan in
December 2015.

I Line Care*

The company provides an educational program to newly appointed
managers and supervisors in which they can obtain basic
knowledge about line care, including the prevention of mental ill
health, responses to mentally ill subordinates, and improvements in
the workplace environment.
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I Professional Care in and outside the Workplace

To ensure the effective functioning of self care and line care,
Daiwa House Industry works in collaboration with EAP*?
organizations and occupational health physicians, as well as
doctors treating the employees concerned, to improve the
workplaces. Under the Employee Assistance Program (EAP)
introduces in May 2008, which fully protects the privacy of service
users, employees can consult professional counselors (by
telephone or in person) without the company finding out. The
company also introduced counseling services by EAP
organizations that visit the worksites, enabling many employees
to find out about the services available and thereby putting in
place a system accessible to all. For employees who are on leave
due to mental ill health, we have established a program of
assistance by the company, an occupational health physician,
and an EAP organization working in collaboration. Employees can
benefit from their support toward smooth resumption of work.
Once they return to their workplace, they are allowed to work on
reduced hours during a “warm-up” period, to eventually resume a
normal working life under manageable conditions.

%1 Line Care: A supervisor checks the stress level of his or her subordinates, checks if
they are appropriately handling their stress, manages and instructs them, and
makes considerations so that the subordinates can stay healthy both mentally and
physically and remain capable of executing their work.

*2 Employee Assistance Program (EAP): A set of initiatives in the workplace aimed at
mental health maintenance.

Industrial Accident

In the last three years, one employee has died of asbestosis. This
case was recognized as an industrial accident.

Occupational Safety and Health Education

Safety and health education encompasses safety education for
construction workers by position (management level/mid-level/
low-experience employees), together with recurring education on
specific topics such as scaffolding, heavy machinery, asbestos,
or building construction. It also involves systematic annual training
and education for subcontracting business owners, supervisors
(in charge of safety), and workers, which includes special training
and other safety-related education.

Responses to Contagious Diseases

To manage risk, the company issues alerts related to contagious
diseases to all Group employees based on warnings issued by
the Ministry of Foreign Affairs and World Health Organization
(WHO). In the past, when warnings were issued regarding severe
acute respiratory syndrome (SARS) in 2003, a new strain of
influenza in 2009, Middle East respiratory syndrome (MERS) in
2015, and dengue fever, the company warned employees
working in affected areas overseas to take extra precautions, and
issued a travel advisory to all employees about dangerous regions
in order to prevent contagion.

M Industrial Accidents
(requiring 4 days or more off from work)

FY 2011 FY 2012 | FY 2013 | FY 2014

Construction sites | 31 cases | 45 cases| 44 cases| 48 cases | 47 cases

M Frequency of Industrial Accidents
(requiring 4 days or more off from work)

FY 2011 FY 2012 FY 2013 FY 2014
Frequency rate 0.40 0.40 0.34 0.33 [0.32 cases

“Frequency rate” represents the number of industrial accidents that have occurred involving
worker injury or death per one million hours worked.
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M Frequency (cases) .40  0.40

rate 0.40 034 033 0.32
(industrial accidents — @
requiring 4 days or 030
more off from work) 020

0.10

2011 2012 2013 2014 2015
(FY)

H No. of Industrial Accidents
(target: employees; excluding industrial accidents at construction sites)

FY 2012 | FY 2013 | FY 2014

No. of accidents 5cases | 2cases | 2 cases | 3 cases

l Occupational Safety and Health Education in FY 2005

Education for mid-career employees 1,820

No. of attendees
Training upon new job appointment 1,039

Hl Mental Health Course

FY 2013 FY 2014
No. of attendees 6,902 4,947 5,472

Crisis Management

Daiwa House Industry is making efforts to be more resilient in the
face of disaster. For example, Group companies regularly share
information on BCP, and we maintain emergency supplies for use
in times of disaster.

We are also introducing equipment to better respond in times
of emergency. One example is the early earthquake warning
system™ installed at the head office, branch offices, and plants in
anticipation of a large-scale earthquake. The system detects initial
tremors and predicts when an earthquake will strike and at what
intensity. Enabling optimal initial responses upon the occurrence
of an earthquake, this system ensures the safety of our customers
and employees at the Head Office, branch offices, operating sites
and plants. To ensure that appropriate first moves can be made in
an emergency, we conduct simulated drills twice a year, using the
warning system to transmit signals.

Daiwa House Industry and 16 Group companies have
introduced a safety confirmation system to check the safety
status of employees following the occurrence of an earthquake.
This system is activated when an earthquake of a pre-registered
seismic degree or larger has occurred, and sends emalil
messages to the cell phones, personal computers, and other
terminals of employees living in areas that are likely to be affected.
At the time of the Great East Japan Earthquake in March 2011,
this system enabled the company to quickly and accurately
account for the employees and their families in the affected areas
and learn about the conditions of damage to our facilities. Daiwa
House Industry conducts two safety confirmation drills each year.

In addition, we introduced IP radio transmitters to assure that
communications between worksites does not fail even when
telecommunications infrastructure goes down.

* The warning may be delayed if the epicenter is near the location or if the earthquake
occurs directly below the grounds of the site.



Promoting diversity

I Our Policy

Daiwa House Industry considers employee diversity to be a
tremendous strength. As a way to assure the sustainable
growth of the company, we promote the hiring of people
who have bring to the job a variety of experiences, abilities,
and attributes, which are reflected in different values and
points of view. In our Fifth Medium-Term Management Plan
we incorporated the promotion of diversity into our
objectives to strengthen the company’s human resources
foundation, made possible by offering a welcoming
environment for people of all backgrounds. We are also
building and expanding our systems to enable women and
older employees to work more actively, and are extending
systems to support more flexible working styles.

I Management

Our numerical target for women in management positions
throughout the Group is 500 by 2020 (including 200 at Daiwa
House Industry itself). Daiwa House Industry has established a
Diversity Promotion Office to help advance the careers of women.
We provide career education for women and have also improved
upon our system that allows individuals to continue working while
going through significant events in their personal lives. Every year
we check our progress on how fast the company is moving to
achieve these numerical targets of women in management
positions. We periodically conduct employee surveys to
determine the issues being faced and help in implementing
policies for raising awareness and creating workplaces that allow
individuals from diverse backgrounds to thrive on the job.

I Measures Being Taken

Promoting Women

As of April 1, 2016, 18.9% of the company’s employees were
women. Their average length of employment was 9.6 years. In FY
2016, 28.6% of the employees newly hired immediately after
graduation were women.

In addition, the ratio of female employees to employees overall
has been rising year by year—from 19.8% in 2014 to 20.2% in
2015 and 21.6% in 2016.

(1) Development of women managers

As of April 1, 2016, there were 86 female managers (2.5%,
excluding those on loan) (plus 5 on loan) and 428 female section
chiefs or group leaders (10.8%). The number and ratio of women
in management positions in the Group overall was 166 (2.6%) in
2014, 200 (3.0%) in 2015, and 240 (3.4%) in 2016. We are working
to encourage a corporate culture that actively encourages women
to become managers. We aim to quickly boost these figures and
achieve our goal of 500 by FY 2020.

March 31, April 1,
2006 2016
Il Numbers of womenin
| Pfefrcentlage 18.9 managerial and supervisory posts
orremale 9 O
employees % Managers 86 women (2.5%)
(plus 5 on loan)
Section chiefs/| 428 women
M Percentage
of new fe%ale 9 28.6 group leaders (10.8%)
recruits % Percentage out of the total employees
(graduates) in the same grade

(2) Expansion into Sales and Technical Divisions

As of April 1, 2016, women accounted for 8.1% of the Daiwa
House Industry employees in sales posts (up 1.0% from the
previous year), and 11.4% of those in technical posts (up 0.4%
from the previous year). Continuing from last year, as a women’s
support program in the sales division, career training was held for
women in sales positions by department and talks were given to
managers on training women. In the engineering division,
additional programs included holding information exchange
meetings among female engineers by district in the housing
construction department and holding interviews to anchor our
female engineers upon returning to work from childcare leave.

. Information exchange
== meeting for young
women in sales

(3) Selected as a Nadeshiko Brand company
(for second consecutive year) and as a New Diversity
Management Selection 100 enterprise in FY 2015

Daiwa House Industry is the first company in the housing and
construction industry to receive both the Nadeshiko Brand
(METI/TSE) and New Diversity Management Selection 100 (METI)
awards at the same time. It is our second consecutive year to earn
the Nadeshiko Brand recognition.

We began promoting women’s advancement in the company
in 2005 by making changes in the human resources system and
providing training for female employees by position and level. We
also introduced productivity per hour as a component of
performance evaluation at our business sites to promote
improved working styles.

Additionally, we began a project run entirely by female
employees to sell single-family houses to working couples, and
started in-house recruitment of female employees working at
clerical jobs to become follow-up service inspectors. We select
individuals for promotion based on ability and inclination,
regardless of gender and career path when newly hired. These
policies and measures have expanded the range of work and
opportunities for female employees and have also resulted in
improved customer satisfaction. Such outcomes led to our New
Diversity Management Selection 100 award.

® NADE
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Female follow-up service inspector, who switched
from a different position
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(4) The Third D’s Women’s Forum

The Daiwa House Group is trying to accelerate change in our
corporate culture to encourage further diversity. In 2013 we
began organizing the D's Women’s Forum, which aims to
encourage women to play more active roles throughout the
Group. The third annual forum was held in July 2015 and a total of
218 managers and female manager candidates from 26
companies attended the forum, along with 34 observers from
management. The managers participated as advisors in the
group discussions, which raised many ideas on how to further
utilize the strengths of women in the Group’s management and
led to highly energetic exchanges.

D's Women's Forum

Fr—ILTGAE

LR —

B Women in the Daiwa House Group

Managers 240 women

of which Directors 12 women

Promoting Post-Retirement Re-hiring

Following the revision of the Act on Stabilization of Employment of
Elderly Persons, Daiwa House Industry raised its mandatory
retirement age from 60 to 65, starting in fiscal 2013. Under the
company’s previous post-retirement re-hiring system, re-hired
employees were on a limited-term contract, with a fixed salary.
The new mandatory retirement age alone has already brought
about greater employment stability to elderly personnel. Still, the
company has also adopted a new system in which the
performance of individual re-hired employees is evaluated and
reflected in their salaries. This system is expected to further
motivate elderly employees to produce results commensurate
with their remuneration.

In fiscal 2015, the company launched the Active Aging
Program for re-hiring personnel past the retirement age of 65.
Promoted under the slogan, “Stay active all your life,” this program
enables elderly employees valued by the company to continue
working on a renewable one-year contract without an age limit.
The system was utilized by 11 of 30 individuals who had retired at
the end of FY 2014 and by 37 of 52 who had retired at the end of
FY 2015. As of April 2016, 48 senior employees are thus active in
the company educating younger employees and transferring their
skills and contacts.

The expanded employment of elderly personnel will not strain
the employment situation of younger generations.
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Promoting the Employment of Persons with
Disabilities

Daiwa House Industry’s rate of employment of persons with
disabilities was 2.19% (as of April 2016), above the legal
mandatory rate (2.00%). Instead of assigning employees with
disabilities to specific types of work, the company assigns them
to a wide variety of sections including sales, design, construction,
and administration, in consideration of their aptitudes, as with
employees without disabilities. The company is striving to realize
a workplace environment in which employees with disabilities can
work in a truly rewarding manner while enjoying the
understanding of their healthier colleagues.



Consideration of diverse ways of working

I Our Policy

A diverse range of working styles allows individuals to
establish a proper work-life balance—a concept that Daiwa
House Industry considers to be vital. We wish to enhance
work-life balance by providing a range of work situations
and roles that people can fill at the company. We want
individuals to feel motivated to work and choose the
working style that is right for their personal lives.

I Management

Daiwa House Industry has systems in place to enable a diverse
range of people to work at the company for many years. Our
organizational system offers choice in job categories and allows
employees to choose their working hours flexibly, even
employees working shortened workdays. We also have a system
to support child-rearing and a system to promote work-life
balance.

I Measures Being Taken

Promoting Work-Life Balance

As Daiwa House Industry proceeds on its way toward realizing
the goals of its Medium-Term Management Plan, we are aware
that it is necessary to secure and develop sufficient human
resources, and it is therefore essential to assist employees in
achieving a good work-life balance, by accommodating their
diversifying ways of working.

I Child Care-Related Support Systems
In addition to the systems we put in place earlier—a childcare
leave of absence available until the child turns 3 years old and
shortened work hours in preparation for giving birth and for
raising a child until the child enters the third grade of elementary
school—in FY 2015 we instituted a staggered work shift system
available until the child enters the sixth grade of elementary
school. This new system meets the needs of employees who
want to work the same number of hours but in a way that allows
them to handle their parenting duties. To encourage fathers to
participate in child-rearing, in 2007 we began offering “Hello
Papa” holidays—five consecutive holidays to which male
employees are entitled from the day of the child’s birth. As of last
year, 165 male employees had taken advantage of the system.
To encourage couples to have children, which helps to stem
the declining birth rate in Japan, the company provides a
one-time allowance for child birth: 1 million yen per child. In
FY 2015, 667 births were eligible, raising the total since the
introduction of the system to 7,254.

I Support System for Nursing Care

Daiwa House Industry introduced a system of “reduced working
hours for nursing care” in 2010 to help employees who provide
nursing care, followed by a nursing care leave of absence system
in 2012 that removed the upper limit on the number of days of
leave. The creation of such systems has made it possible for
employees to provide nursing care without being forced to quit
their jobs. In 2015 we introduced a “staggered work shift for
nursing care” system plus a “work shift for nursing care” that
allows employees who are providing long-distance nursing care
to travel back to their home areas up to four times a year to visit
their parents. We offer a range of support choices for employees,
depending on the type of nursing care they provide.

1 Work-Life Balance Promotion-Related Systems

Other systems include an accumulated paid leave system that
allows employees to accumulate up to 100 days of unused paid
leave, the ability to use paid leave in one-hour units, and a “Home
Holidays” system that allows employees to use their annual paid
holidays systematically to spend more time with their family at
home or refresh themselves. We also have a preferential re-hiring
system that gives priority to former employees who had resigned
for such reasons as to get married, give birth, or provide nursing
care.

H Utilization of the Systems in Fiscal 2015

Holidays (leave) relating to child care

(e.g. child care leave) 292 employees

Break- | Long-term (1 month or longer) 2 129
Male Female

down | Short-term (e.g. “Hello Papa” holidays) 165 —

Nursing care leave 2

Reduced working hours for child birth and care

Reduced working hours for nursing care 381
Staggered work shift (for childcare / nursing care) 87
“Home Holidays” 14,889
Paid holiday accumulation 140 (3852 days)
Rate of obtainment of paid holidays 45.9%

System to support taking care of parents

138 (246 times)

L
s

~¥

Elimination of Excessively Long Workdays

In an effort to change the corporate culture and raise productivity
through the transformation of working styles, we introduced hourly
productivity as a component of performance evaluation at our worksites
in FY 2014.

The many measures we have introduced include a “lockout” system
that keeps people away from work outside of the hours of 7:30 a.m. and
9:00 p.m., a system that requires advance approval for overtime work
(blocking computer access without prior approval), a system for making
overtime work “visible” by sending an alert to the computers of both
managers and their subordinates, and the requirement of interviews
with directors for those who put in excessively long hours.

To encourage employees to take their paid leave, in FY 2015 we
began implementing a company-wide system of yearly planned
vacation days. Also, we incorporated the taking of “home holidays” into
performance evaluations. As a result, the number of days taken
increased in FY 2015 by 9.7 points year-on-year to 45.9%.

Such measures were effective in reducing the number of hours
worked per employee in FY 2015 to 2,213 hours (from 2,272 hours in
FY 2014) and annual overtime to 378 hours (from 422 hours in
FY 2014).

I Conditions of Work and Social Protection

The company guarantees that employees on long-term sick leave
due to ill health or injury unrelated to their work receive a
monetary gift from the company, a sickness allowance from
Daiwa House Industry Health Insurance Union, and an allowance
of the same amount as the standard prescribed salary of the

recipient concerned from the Employees’ Mutual Aid Association.

Employees whose personal property is damaged due to fire,
flooding, earthquake or other disaster also receive an allowance.
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Human resource development

I Our Policy

As stated in its Company Philosophy, the Daiwa House
Group aims to “develop people through business.” We
believe that human resources are the Group’s greatest
assets and therefore adopt advanced measures and
organize various educational programs for the employees.

Based on the founder’s counsel to “reflect on what
businesses and products will be useful to people and that
will make them happy,” we anticipate the needs of the times
and train people to be bold in taking on challenges and not
be constricted by preconceived notions. We want them to
thoroughly execute their ordinary work duties, which is the
meaning of “being complete in small things.”

We provide various types of training and believe in
having people learn by doing. We feel that hands-on training
helps individuals to develop and use their abilities and
unique talents, which ultimately allows them to make useful
contributions to society.

I Management

Our management style promotes employees’ growth by linking
personnel training to an evaluation system to periodically check
on how much learning has taken place.

Our goal management system, employed at the managerial
level, uses interviews with superiors to periodically set goals and
perform evaluations in order to achieve organizational goals and
promote the maturation of managers. Our evaluation and training
system for chiefs and regular employees involves interviews at
least once every quarter between superiors and subordinates.
Superiors give feedback on areas where their subordinates are
doing a good job or not. Together they come to a common
understanding about areas that will require further training, which
leads to the further maturation of the junior employees. The
system is set up to allow junior employees to see their
assessment results so that they may understand clearly which of
their abilities are required by the organization.

Our human resource development methods are divided into
on-the-job and off-the-job training. The two systems mentioned
above are helping to train employees at all levels. For brand new
recruits, we use an “OJT Elders” system that clearly identifies the
instructor and provides organizational backing for training.

Regarding “Off-JT” training, as shown in the chart to the right,
group training is conducted by position. Daiwa House Industry
values employees who take on challenges with confidence and
are proactive in volunteering, so some of the group training we
offer is optional and requires an application to attend. Even our
Off-JT education is aimed at developing autonomy of spirit in our
employees.
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For Greater Educational Effectiveness

To improve the effectiveness of training, Daiwa House Industry
holds monthly HR development liaison council meetings. The
Human Resource Center plays a key role in hosting these
meetings. Discussions are held not only to share educational
content and methods among the instructors from each
department, but to consider how best to provide education that
allows employees’ personalities and abilities to flourish.

Group companies hold similar meetings on a regular basis
involving people in charge of education to exchange information
in an effort to develop human resources.

Career Counseling

Sometimes, the innate talents of an employee or their intended
career path do not match well and they are unable to make full
use of their abilities. This kind of situation is undesirable for both
the employee and the company. We promote in-house career
counseling to eliminate such personnel mismatches and make it
possible for individuals to revive their careers at any time.

Hl Human Resource Development Structure

g External
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I Measures Being Taken
HR Development through OJT

1 OJT Elders

Managers (sales office managers, section managers, and other
line supervisors) are responsible for providing on-the-job training
in our system that is designed to train and support new
employees throughout the organization. OJT Elders assist
managers and serve as leaders for carrying out on-the-job
training for the entire organization. For them to become influential
for new recruits, they need to have character, knowledge, and
experience. So, senior employees who are newly appointed as
OJT Elders are asked to join a special training program for
learning how to provide on-the-job training most effectively. They
gain greater awareness of the training of new recruits and learn
how to give guidance to and interact with new employees.

I Training Support Patrol System

Staff from the Human Resource Center known as “round
supporters” go around to each worksite to ensure that the OJT
Elders system is functioning smoothly and that guidance and
training is being provided consistently to new recruits. They
provide support by interviewing such new employees and OJT
Elders to check on how well the new employees are progressing
and how their training and education are developing.

1 FA System, In-house Job Offer System

The company supports employees wiling to take up new
challenges, by instituting various systems that help them expand
their horizons and work in a more motivating environment. Such
systems include the FA (“free agent”) system, in which employees
independently select a department or post of their choice and
recommend themselves; and the in-house job offer system. In the
last five years, 40 of the 179 candidates have changed posts
thanks to the FA system, while a total of 57 employees have
changed departments in response to 32 in-house open calls for
new members.

Off-JT HR Development

Entry-level employee training

I New Employee Training

The first year for new recruits is viewed as an important period
during which the foundation is built of their new chapter in life, not
only as working adults but also as Daiwa House Industry
employees. Therefore, the new recruits undergo an annual
educational program following a preplanned curriculum. Following
basic training of about one week, new recruits are assigned to their
respective departments. Not only employees in
construction-related posts but all employees in all job descriptions,
from design to sales and administration, receive practical on-site
training. In this manner, they acquire specialized knowledge about
manufacturing and building construction through firsthand
experience. After this, a training program is carried out roughly
every three months. The new employees acquire practically
applicable knowledge and skills, and their levels of assimilation are
checked from time to time.

In July 2007, the company introduces a standardized
qualifying examination (Di-Q Examination®) which tests
employees' practical abilities against target levels that are
required of the employees to operate as professionals.

* Di-Q Examination: An in-house examination that tests the practical skills that
employees need for their respective posts to confirm their level of skill acquisition.

Apnl Practical Sales field training March
skills On-site (techniques,
training  training management, etc.)
l l i OoJT
Basic training Specialized Follow-up training by department, Di-Q exam, etc.

training

Year-round new employee training

Bl Summary of Training Programs

Target Aim

. The acquisition of practical skills by learning how
All positions | t5 yiew things and how to act on a fundamental
level as working members of society

OJT training

To give even new salespeople a realistic feel for
Sales and the confidence to explain buildings by having
them visit construction sites and production sites

On-site training
(Japan-based
employees only)

To train engineers to be proficient in manufacturing
Engineering by shovying them the cgnstruction process from

production to construction—start to finish—plus
test runs

To give managers a realistic understanding of the
Managerial | buildings we build and sell by showing them how
our products are manufactured

Sales field training Engineerin To reinforce the importance of seeing things from
(Japan-based Mg % the customer’s point of view by providing the
employees only) anagerial | experience of a salesperson

To check on the understanding of basic principles
and the level of learning at worksites

Group Training | All positions

I Training for Mid-Career Recruits

Mid-career workers are given the chance to study the company’s
history, founding spirit, CSR measures, and so on to prepare
them for their jobs, teaching them the company’s approach and
providing evaluation criteria for making decisions.

Manager and Leader Training

I Training for Newly Appointed Managers

Newly appointed line managers (office managers, section
managers, group leaders) and others are given this training to
develop preparedness, leadership skills, practical knowledge and
thinking skills to use in practice as persons in charge within the
organization.

I Training for Reinforcing the Ability to Anticipate
Problems <Optional>

This training is for supervisors who are recommended by their
superiors because they were able to put into practice things they
learned from a course given upon their appointment to a post.
These employees are considered to have the ability to teach many
others what they learn. The aim is to give them knowledge and
skills for applying to solving problems that occur on a regular
basis.
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| Training for Team Leaders <Optional>

This training is for employees with juniors working under them in
their section. The training offers a chance to learn methods for
bringing out the best in subordinates so that the team can
function  most  effectively, providing leadership and
communication skills and tips, particularly with respect to training
subordinates.

| Training for Newly Appointed Branch Office Managers
and General Managers

This training is for newly appointed branch office managers and

departmental managers. It offers a chance to learn how to fulfill

one’s role, become better prepared, and acquire evaluation

criteria for making decisions that can be applied on the job.

Senior Executive and Future President Training

| Training for Branch Office Manager Candidates

This training has been given since 2005, with the aim of nurturing
candidates for branch office managers, plant managers, and
others for upper-level management posts. An in-house open call
is put out to motivate people to rise to leadership positions and to
discover talented individuals. To date, a total of 426 people have
completed this program.

| Daiwa House Juku

Daiwa House Juku is a Groupwide training program for
next-generation business leaders begun in May 2008. Its
practical training in management skills involves drawing up
strategies to address actual management issues. To date, a total
of 291 people have completed the program, among whom 92
have become company executives.

Manners Training

1 “Being Complete in Small Things” and Manner Training

At Daiwa House Industry, we believe that the commitment of all
employees in all workplaces to doing ordinary things, such as
proper greetings and good manners, quite ordinarily is at the
source of doing greater things and serving society through
business operations.

Based on this idea, in July 2011, we commenced the “Being
Complete in Small Things” and Manner Training Program that is
carried out at each branch office with all member participation,
including the branch office manager and other executives. For
this program, staff from the company’s Human Resource Center
serve as instructors.
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Co-creating a Brighter Future with Our Business Partners

Message from the Executive Officer in Charge

Social issues

As the population of productive age drops due to the low birth
rate and aging population, workers in the construction industry
are decreasing in number every year and also aging with about
one third of them being 55 years old or above.

While mechanization and automation are in progress in
modern industry, most of the operations in the construction
industry, such as those in buildings and other construction sites,
are still performed by labor. The construction industry therefore
has a higher rate of occupational accidents than other industries,
and the number of casualties in the construction industry
accounts for 14.4% of the total in all industries.

Ratio of casualties in the
construction industry to the
total in all industries

14.4%

Source: Japan Construction
Infrastructure, Transport and Occupational Safety and Health
Tourism, “Current Conditions and Association, “Incidents of Occupational
Recent Advances in the Construction Accidents in the Construction Industry”
Industry” (data in fiscal 2014) (data in fiscal 2014)

Workers in the construction
industry being 55 years old
or above

1 in 3 persons

Source: Ministry of Land,

Vision and strategy

What the Daiwa House Group aims to achieve

We will continue to construct quality buildings
through mutual study, and realize co-existence
and co-prosperity.

Business partners are vital for us. In our businesses, thousands or
tens of thousands of materials, devices and instruments are used,
and a very expansive value chain involving tens of thousands of
people in construction and installation has been established. We
cannot offer the quality we are proud of to our customers without
cooperation of business partners.

Accordingly, the Daiwa House Group has set up a robust
supply chain network with the Trillion Club, which consists of 238
members including material suppliers, the Confederation of
Partner Companies, which consists of 4,572 members including
partner subcontractors engaged in manufacturing and
construction work, and the Setsuwa Club, which consists of 142
housing equipment manufacturers and sales companies. This
network aims to ensure that we have the same direction and
purpose when working together. In the efforts to meet the target,
we will share with business partners our policy to perform
procurement and construction activities based on safety (S) and
quality (Q) as the fundamental premises and in consideration of
the balance between the conditions on cost (C) and delivery time
(D) and progress in the activities for the environment (E) and
morals (M).

With trust and challenge as the keywords, the Daiwa House
Group will create goods and services with real values together
with business partners and seek co-existence and co-prosperity.
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Risks and opportunities for the Daiwa House Group

We consider that business partners should have cooperative
relations and enhance each other in the Daiwa House Group.

To this end, we evaluate the business conditions of each
material supplier and point out any issues to be improved on an
as-needed basis. This is because we believe that the
strengthening of business management in the company leads to
the establishment of a pleasant working environment for our
employees, the improvement of safety and quality and eventually
the satisfaction of our customers and our customers’ customers.
We do not ask our business partners to work for us unilaterally but
also build relations in which we respect each other and make
management efforts together through the leveling of operation
and active supply of the latest information in order to improve
competitive strength.

- Further shortage of site workers is expected in
the future, and there is a concern that it causes
problems as to quality and safety.

- Any occupational accident or illegal act
involving our business partners can result in a
delay or suspension of supply to our clients and
also ruin our social credibility and a resultant
decline in our corporate value.

Risks

- Mutual study and support and friendship
sought through the supply chain network will
enhance the construction system and human
resources and contribute to the further
improvement of safety and quality as well as
cost reduction.

Opportunities

Goal and results

Important themes to address

Fair competition

The Daiwa House Group complies with laws, acts by high ethical
standards and follows the principle of free competition to help the
whole industry develop in a healthy manner. To this end, we
provide thorough training to all the executives and employees to
ensure that they can act and make judgments during work in
accordance with the Principles of Corporate Ethics and the Code
of Conduct, and seek improvement through the supervision of
purchase duties and questionnaires toward business partners. In
addition, as a mechanism to identify and address any problem at
an early stage, we operate Partners Hotline, a system to receive
reports from business partners, and make efforts to respond to all
of the reported issues.



Responsible action toward all business partners
(Promoting social responsibility in the value chain)

The Daiwa House Group has impact on the global environment,
as well as a wide range of interested persons such as the
employees of domestic and overseas business partners and local
residents throughout the supply chain, which also include
overseas people working in the origin of materials and processing
plants, business partners and their employees and local
communities around construction sites. We therefore formulated
CSR Procurement Guidelines in July 2015, which specify
comprehensive social and environmental standards to be
followed by all business partners as to human rights, occupational
safety, environmental conservation and other issues, and started
to operate the guidelines.

Summary of efforts in fiscal 2015
(CSR self-assessment index)

While promoting improvement to build relations with business
partners in which we cooperate and enhance each other, we
responded to all of the reports made by business partners with
regard to subcontracting law, and in the questionnaire survey for
business partners about Daiwa House Industry employees’
conduct in fiscal 2015, 72.2% of all respondents answered “no
problem.”

Response to reporting by business
partners with regard to subcontracting
law (rate of problem-solving)

oot 100%

Questionnaire survey for business
partners about Daiwa House Industry
employees’ conduct

(Percentage of respondents who
stated “no problem”)

esits. 7 2.2%

State of management and improvement based
on business partners’ and Daiwa House
Industry’s criteria for purchasing duties

osts. D8./4 pts

Appropriateness of duties contracted
to business partners based on
in-house criteria

o> /4%

Takuya Ishibashi

Director and Senior Managing Executive Officer
Head of Production and Procurement
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jihed Co-creating a Brighter Future with Our Business Partners

Promoting corporate social responsibility
(CSR) in the supply chain

I Our Policy

Daiwa House Group procures materials and undertakes
construction work in its business, affecting the global
environment, overseas personnel who work in material
producing countries and at processing sites, our business
partners and their employees, local communities around
construction sites, and many other related entities throughout
the supply chain. To satisfy expectations from society and
eliminate any adverse influences, we believe that cooperation
from our business partners is indispensible in addition to
efforts made by our Group. To continue sustainable business
into the future with our partners, both our Group and our
partners need to behave responsibly and acquire support
from society, while achieving financial soundness.

Daiwa House Group Principles of Corporate Ethics and
Action Guidelines were established in 2004, indicating the
Group’s policy that its employees should establish
appropriate relationships for achieving co-existence and
co-prosperity with business partners. Safety standards have
also been established in each process that involves business
partners, including production and construction that require
construction companies to pay particular precaution. We also
recognize that it is helpful for the enhancement of safety and
quality to support business management and excellent
technicians at business partners, and have promoted
seminars and certification systems based on this recognition.

We established the Business Partner Code of Conduct in
2006, indicating our comprehensive policy to our business
partners, including human rights and legal compliance.
Subsequently, we also established guidelines concerning
chemical substances and biodiversity, before reorganizing
several preceding standards under the CSR Procurement
Guidelines in July 2015.

I CSR Procurement Guidelines

These guidelines consist of three policies listed below,
indicating codes that we want our business partners to
observe concerning social and environmental responsibility.
The Business Partner Code of Conduct and the Corporate
Activity Guidelines indicate preferable organization status for
partners to continue business with Daiwa House Industry.
The Guidelines for Products specify our control policy
concerning construction materials and other chemical
substances, biodiversity concerning wood procurement,
and other materials/issues that involve high risks in our
supply chain but can be audited toward the upstream.

(1) Business Partner Code of Conduct
Seven principles concerning social & environmental responsibility

1) Establish a relationship of trust with customers 2) Secure legal compliance
3) Considerations for occupational safety and health 4) Fair business activities
5) Environmental conservation 6) “Co-creating a Brighter Future” with local
communities and 7) Respect for human rights

(2) Corporate Activity Guidelines

Twenty specific requirements concerning social & environmental
responsibility

(8) Guidelines for Products
Standards for social & environmental responsibility concerning
construction materials and other products that our business partners
procure, and delivery to Daiwa House Industry, consisting of the two
guidelines below:
1) Chemical Substance Management Guidelines [Basics]
2) Biodiversity Guidelines [Wood Procurement]
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* Check the detailed CSR Procurement Guidelines on the following website page:
http://www.daiwahouse.com/sustainable/csr/pdfs/csr_procurement_guidelines.pdf

* Scope of application: All business partners that have transactions with our company,
including primary suppliers and primary subcontractors

I Management

Our company supports the operation of supply chain networks that
consist of our continuous business partners, including material
suppliers and construction subcontractors. Through these
networks, we have collected requests from partners, and have
shared rules to be observed by partners of our business, thereby
deepening mutual communication. With respect to risk information
at business partners, we operate questionnaire surveys and a
Partners Hotline (whistleblowing system for business partners),
thereby investigating and identifying problems at business partners
(e.g. issues between primary and secondary subcontractors), in
addition to ethical and compliance problems of our Group
employees.

To promote CSR-oriented procurement, we established the
CSR Procurement Subcommittee in 2010, consisting of
representatives from Procurement, Construction and other related
departments. Through this subcommittee, we have established a
system for collaboration with order placement personnel at
individual worksites, and have promoted related guidelines to
business partners. In addition to presenting policies and standards,
we have also established supply chain management for achieving
co-existence and co-prosperity by operating various training
systems for construction subcontractors and other partners, by
providing financial assistance to engineers/technicians who satisfy
specified conditions under the “subsidies for nurturing human
resources with specialized skills” system and the “excellent
engineer/technician certification” system, and through other
measures.

Application of the CSR Procurement Guidelines

Under the CSR Procurement Guidelines, we present our purpose
and an overview of the system to business partners, and ask them
to submit a letter of consent.

Among the Guidelines for Products, the application of the
Chemical Substance Management Guidelines is a prerequisite for
executing contracts with  our company for centralized
procurement. For example, our business partners are requested to
survey and report chemical substances contained in their
products. Even suppliers for distributed procurement are also
requested to observe the Guidelines in their design documents
and other procurement activities.

We have also conducted business partner surveys every year
since fiscal 2011 concerning the application of the Biodiversity
Guidelines [Wood Procurement], and disclosed the results.
Business partners are requested to conduct surveys concerning
the legitimacy and sustainability of wood that they procured in the
previous fiscal year, and take improvement measures based on the
survey results.

In the future, we plan to monitor items in the Corporate Activity
Guidelines, in addition to ongoing monitoring of the Guidelines for
Products.

Related subject: P95 Harmony with the natural environment



l CSR-related policy and management for business partners

. Dateof
implementation

ltem Contents

Started the annual questionnaire survey toward

February 2006 | Management i
business partners

Business Partner Code of Conduct took effect

October 2006 | Policies (Collected letters of agreement from partners)

July 2009 Management Started the operation of a Partners Hotline
Policies Chemical Substance Management Guidelines

October 2010 took effect Started chemical substance survey for
Management

centralized procurement (at the time of contract)

Biodiversity Guidelines took effect

October 2010 | Policies (Collected letters of consent from partners)

January 2011 Management Started annual wood procurement survey

CSR Procurement Guidelines took effect

July 2015 Policies (Collected letters of consent from partners)

I Measures Being Taken
Operation of Supply Chain Networks

We have developed a network that supports the supply chain. Through
this network, we have been providing support for the organizational
operation of the supply chain that covers: companies from which the
materials are procured; companies from which we acquire facilities and
equipment; companies from which we procure office supplies and
machines; and companies that work with us in construction work. This
network also promotes efforts concerning the environment, quality,
safety, and other aspects within the supply chain. With regard to
environmental aspects, we have applied procurement standards for
chemical substances, and have collected letters of consent for
biodiversity-oriented wood procurement. With regard to quality, we have
applied procurement standards, and have held tests and seminars
concerning technical skills. With regard to safety, we have conducted
safety convention and seminars. Through the promotion of these
initiatives, we try to ensure that the buildings we provide satisfy our
customers. The largest organization within our supply chain network is
the Confederation of Partner Companies (an organization of partner
subcontracting companies). For the Confederation members, we
established the Code of Action for Business Partners in fiscal 2006.
Through this, we have been gaining assent from our business partners to
promote CSR from the perspectives of human rights, legal compliance,
and environmental considerations. We also call on them to give consent
to the CSR Procurement Guidelines.

 Supply chain in the business activities of the Daiwa House Group

Procurement Production Construction

e | A

Transportation

=N AN

1 0 0 0

Compliance
Environment Quality Safety
+ Implementation of green + Implementing tests on skills * Implementing safety
procurement + Sharing information at training convention
+ Promoting eco-drive activities seminars + Sharing information at training
seminars

J ¥ ¥ ¥

Daiwa House Group

M The Trillion Club (238 companies):

Aiming at enhancing our economic presence together with our
business partners, the Trillion Club promotes its activities rapidly
and efficiently by taking full advantage of regional characteristics
and facilitating information sharing, through the two categories
of promotional activities toward improved material quality,
stringent on-time delivery, development of new construction
materials, and improvement/promotion of technologies.

M The Confederation of Partner Companies (4,572 companies):

The Confederation of Partner Companies, consisting of 83 branches
nationwide, was formed by our partner subcontractors engaged in
manufacturing and construction/installation work. Its activities have
focused on the improvement of safety, quality, technology and work
efficiency, as well as the promotion of environmental conservation
efforts. The Confederation members have been enhancing their mutual
trust by promoting the sharing of information through the information site
“WEB Ren.”

H The Setsuwa Club (142 companies):

The Setsuwa Club, which is composed of housing equipment
manufacturers and sales companies we have had dealings with, has
enhanced cooperation and collaboration among the member companies,
by participating in exhibitions and various other activities and promoting
the sharing of information on equipment technology. The Club has four
branches in the Kansai, Kanto, Chubu and Kyushu regions.

Monitoring of Supply Chain

To identify risk factors in our supply chain, we check and monitor
primary subcontractors’ work progress in construction sites and
plants, using our checklist that includes such items as workplace
safety, labor relations, and waste disposal. If there is any problem,
we will take correction measures in a timely manner, and take action
to prevent recurrence by reviewing the system concermned and
providing education to the employees of the construction
subcontractor in question.

With regard to wood procurement, which involves particularly
high environmental and human rights risks among other materials
that we purchase, we conduct an annual monitoring survey of
business partners placed under the responsibility of the Purchase
Department, which accounts for most of the wood procurement of
Daiwa House Industry, the Product Development Department, the
Design & Construction Promotion Department, the Rental
Apartment Promotion Department, and five Group companies. For a
business partner that fails to satisfy our requirement standards, we
conduct a survey interview and take corrective actions.

Materials Suppliers

(1) Promotional status of the CSR Procurement Guidelines
The CSR Procurement Guidelines set out comprehensive social and
environmental standards - including those for human rights,
occupational safety, and environmental conservation — that all our
primary suppliers are required to adhere to. Chemical substance
management and biodiversity conservation present a significant
challenge to the entire value chain of Daiwa House Industry, a
provider of residential housing constructed from wooden materials.
We consider these two issues as our top priorities, and in 2010 we
developed the CSR guidelines for chemical substance management
and for biodiversity conservation separately, as references for our
supplier's CSR activities. Based on these guidelines, we have set
numerical targets for our suppliers, and make public the results
achieved. We have not received any reports so far on forced labor
or child labor at our business partners or suppliers. In cases where
there is any claim of forced labor or child labor, we will order the
business partner/supplier concerned to take remedial action
immediately, based on the CSR Procurement Guidelines.

(2) Application of the criteria for selecting suppliers

We evaluate our business partners, based on our Criteria for Selecting
Suppliers. For a new business partner, evaluations are made in terms of
quality, pricing, delivery time, management, and environmental
elements, based on our Material Supplier Management Policy. With
regard to the business partners with which we have continuous dealings,
we make similar assessments of them. Depending on the evaluation
results, we conduct quality audits and order improvements, thereby
ensuring a stable supply of materials of proper quality and fair price.
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Working with Construction Subcontractors

Since our founding, Daiwa House Industry has sought to create
win-win relationships with our construction subcontractors. With the
aim of enhancing the technical skills of our business partners, we
established the Confederation of Partner Companies in 1986 to
facilitate mutual study and friendly relations. With a membership of
4,572 companies (as of April 1, 2016), the Confederation comprises
883 branches nationwide, and has three working groups for business
promotion and four working groups for functional enhancement.

(1) Assistance in human resources training

We seek to reinforce our housing construction system by providing
our business partners engaged in housing construction with
subsidies for developing and securing engineers and other human
resources. For this purpose, we have established guidelines for
providing business partners engaged in housing construction with
subsidies for nurturing human resources with specialized skills. We
have also created an excellent engineer/technician certification
system for our construction-related business partners, with the aim
of ensuring a quality construction system.

(2) Work safety in construction sites

I Safety patrols
To prevent industrial accidents and maintain and enhance work
environments, we develop an annual plan to ensure the safety of
both workers and equipment,
based on which we patrol
housing construction sites every
month. Participants in patrols
are business partner
employees, our branch office
manager, our sales office
manager, and those responsible
for construction.

On-site patrol

I Consultative meeting to promote occupational safety and health

After every safety patrol, we hold a
consultative meeting to promote
occupational safety and health, with
the participation of business
partners and their construction
workers. In the meeting, the findings
of the safety patrol of the day are
reported. In addition, reports by our
Safety and Health Committee and
patrol and other reports by our  Consultative meeting to promote
business partners  engaged i occupgtional safety apd health: After }
construction are made to promote ﬁggﬂ?gpﬁ}g? ';’3233“%" regarding
the safety of the work environment.

I Safety education support

We develop an annual plan to promote safety education for our
employees. Our safety education programs include position-based safety
education, safety education for mid-career workers, training seminars to
prevent scaffolding accidents, and training seminars to prevent heavy
machinery-related accidents. To
enhance our business partners’
awareness of work safety, we also
hold training seminars for business
owners, and various other
education  programs, including
those designed for construction
workers, newcomers, forepersons,
and safety supervisors.

T Rt
Safety and health training
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Co-creating a Brighter Future with Our Business Partners

I Nationwide safety convention

In preparation for the National Safety Week (July 1 to 7), we hold a
safety convention at business worksites nationwide in June every year
to enhance the safety awareness and knowledge of our employees
and business partners, under the slogan: “Watch out for invisible
hazards surrounding you - Safety !

management achieved by all
employees.” In the convention,
lectures on safe work are
provided, and awards are given
to business partners, their
employees, and our employees
who have provided a special
distinguished service in terms of
work safety.

Safety convention

I Industrial accident prevention

Under the “Basic Policy to Promote Safety and Health at Work”
issued each fiscal year, a safety and health promotion plan is
developed. Individual business worksites throughout the nation set
numerical targets for reducing potential risks at work in terms of
health and safety, and promote improvement activities by reviewing
the actual results each month. In fiscal 2015, however, serious
work-related accidents occurred, including slips/falls and harm done
by a third party. Deeply reflecting on these incidents resulting from
failure to ensure thorough safety management, we have set safety
targets for fiscal 2016.

Our supply chain network largely consists of construction
subcontractors, material suppliers, and facilities/equipment
suppliers. From the perspective of “With Business Partners” stated
in the Daiwa House Group Principles of Corporate Ethics and Code
of Conduct, we have provided support to the operation of the three
organizations independently managed by our business partners: the
Trilion Club, the Confederation of Partner Companies, and the
Setsuwa Club. Individual organizations have made consistent efforts
to secure superior quality in accord with the spirit of co-existence
and co-prosperity, by setting goals and addressing high priority
themes to achieve the goals.

Safety targets for fiscal 2016 (No. of incidents)

@ Incidents resulting in death ...........cc.ovevevevieiiiiieeeeeee 0
@ Incidents caused by a third Party ...........cc.cceceeevveeieieieienas 0
(® Heavy machinery-related iNCIAENtS ..........ccoveevveecviveieneenas 0

@ Slip/fall incidents resulting in an absence of at least four workdays ... 0
® Heat stroke incidents resulting in an absence of at least four workdays... 0

As one of our key initiatives for fiscal 2016, we plan to establish
a safety management section in each worksite that has been
promoted to a branch, and provide their staff with on-the-job
training. We continuously strive to facilitate improvement activities
for the prevention of recurrence by implementing the PDCA cycle
based on a safety-and-health promotion plan and by making
exhaustive investigations into the causes of incidents.

Safety aisle
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Co-creating a Brighter Future with the Local Residents

Message from the Executive Officer in Charge

Social issues

Local communities, education, social welfare, the natural
environment ... the issues facing society are becoming increasingly
more serious and complicated. Their solutions are greater than what
any single government, business, NPO or NGO, or
community-active resident can do on their own, therefore the
various stakeholders in the community need to work together to
solve the woes of the world.

Cause of worsening human relations ~ Reason for volunteering
“Less contact in communities” “l wanted to serve my community”

54.3% 51.6%

Source: “2007 White Paper on Source: “2014 Survey of Social Contributions
the National Lifestyle,” Cabinet Office. by Residents,” Cabinet Office.

Vision and strategy

What the Daiwa House Group aims to achieve

Help solve issues in local communities through
dialogue and cooperation that build “relationships”

The Daiwa House Group has 93 worksites across Japan’s 47
prefectures and, because we are committed to creating value for
individuals, communities and lifestyles, we develop business
activities in close cooperation with customers’ local residents,
business partners, governments and even competitors.
Moreover, we consider ourselves a part of the local communities
that host our operations and are always looking for ways to
contribute to them through our business and social contribution
activities. This desire of ours to serve these communities has
guided us to positioning and implementing these social
contribution activities as “community co-creation activities.”

Our community co-creation activities are intended to solve
social issues in our hosting communities. To be successful with
this, we emphasize our “relationships” with community
stakeholders, by talking with them, providing them not only with
financial support but also wisdom, and working with them on
solving the issues at hand. We often cite “blending into the
community” as the first step of that process. This is because
working unselfishly with the community as a part of the
community is how stakeholders can understand us and we them.
Moreover, since the activities we undertake differ according to the
circumstances of each local community, worksites spearhead
activities, while our head office sets the policy and builds the
foundations for promoting them.

Also, since the purpose of our community co-creation activities
is to solve “problems afflicting local communities,” the process is
expected to have a secondary effect of enhancing management
of the worksite that implements the activity. Being involved in
solving community issues and interacting with diverse
stakeholders who have a different sense of values are viewed as
an opportunity for personal growth for our employees. Moreover,
building good relations that enable us to talk with community
residents both makes our business understood by more people
and us more aware of changes in the community.

The Daiwa House Group keeps in mind the all-important
practice of coexisting and working with local communities when
planning and implementing community co-creation activities in
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the 3 areas of “environmental protection,” “educational support
for the next generation” and “welfare services.” As a
corporate-citizen that strongly believes in harmony, the Daiwa
House Group seeks to enable spiritually rewarding lifestyles and
communities by contributing to local communities from a mid- to
long-term perspective.

Risks and opportunities for the Daiwa House Group

Constructively developing and activating local communities both
makes the areas where we do business more interesting and
stimulates the market, therefore we view these practices as critical
to our growth as a business group. And, new opportunities to grow
come when our workforce engages in these practices out of their
own personal volition.

- Unless issues afflicting a local community are
resolved, the community becomes less
interesting to buyers and shrinks as a market.

- Changes in the local market, social environment
or other elements cannot be addressed unless
identified and properly analyzed.

Risks

- Positive reactions to local communities we
develop and relationships based on trust lead to
smooth business.

- Growth is the result when our employees take a
personal interest in addressing the issues of
local communities.

Opportunities

Goal and results

Important themes to address

Active involvement in, and collaboration with other
parties for local community development
(Community involvement)

The Daiwa House Group sometimes cannot pinpoint and solve the
issues of a local community by itself. But, problems can be
accurately identified and more effective results produced by
cooperating with local organizations, NPOs and NGOs in the area.
In 2015, 64.9% of our worksites implemented community
co-creation activities in cooperation with local organizations and
60.6% worked with NPOs and NGOs.



Investment in local community development
(Social investment)

In our mind, capital investment alone is not enough to develop a local
community. It is important to provide the know-how we have amassed
through business, our human resources and other forms of support
only the Daiwa House Group can, if to be successful. As an indicator
of the human resource investments we made in local communities in
2015, personnel costs of employees involved in community
co-creation activities reached 137.11 million yen. We additionally think
of community co-creation activities as an opportunity for employees
to grow personally and, therefore, strongly encourage their
participation. The status of community co-creation activities is one
parameter we use to evaluate management performance of our
worksites, as we have a system in place to reflect the progress of
activities in worksite evaluations.

Summary of efforts in fiscal 2015
(CSR self-assessment index)

In 2015, our Group implemented 2,510 community co-creation
activities in total, which is a large increase from the 2,046 activities of
the previous year. Moreover, 60.6% of the activities implemented by
our worksites were done in cooperation with NPOs or NGOs, which
is far higher than the 27.7% of the proceeding year. These numbers
represent both quantity and quality improvements in our 2015
activities.

Number of community co-creation
activities implemented by the
Daiwa House Group

reean® 2,510 cases

Percentage of our worksites that
implement community co-creation
activities in cooperation with local
organizations

FY 2015 o)
results 64 .9 /0

Percentage of our workforce
that donated to causes

FY 2015
results 21 .90/0

Percentage of our worksites that
implement community
co-creation activities in
cooperation with NPOs or NGOs

FY 2015
results 6 O 0 6%

Percentage of ordinary income
expensed for social contribution
activities

(Averaged over past 5 years)

FY 2015 fo)
results 1 -62 /O

Percentage of workforce that
took leave for volunteer
activities

FY 2015
results 2 3 O 5%

Tamio Ishibashi
Executive Vice President
Head of Information Systems

Joint Head of Marketing Support Department
Head of TKC Department
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@y Co-creating a Brighter Future with the Local Residents

Community co-creation activities

I Our Policy

With branch offices located all over Japan, the Daiwa House
Group is destined to form ties with the local communities
already within the framework of its business operations. In
other words, we cannot run our business without winning
confidence from local communities. In view of this, we have
defined our local social contribution activities as “community
co-creation activities.” In pursuing them, we comply with our
Principles of Community Co-creation Activities, which express
our basic attitude and ideas about such activities. We carry
out our community co-creation activities while engaging in
dialogue with the local residents to identify local issues, to
work together with them toward finding optimal solutions, and
to ultimately win their lasting confidence.

I Community co-creation activities in the three
areas of next-generation education,
environmental preservation, and support for
social welfare

The Daiwa House Group plans and implements community
co-creation activities primarily in 3 areas that are closely
related to our field of business — “educational support for the
next generation,” “environmental preservation” and “welfare
services.” Through these activities, we talk with residents,
NPOs and other groups to identify local issues and then work
with them to solve the problems. These activities are in effect
contributions from us to the sustainable development of the
local communities that host our operations.

Principles of Community Co-creation Activities

1. As a responsible corporate citizen, the
Daiwa House Group shall aim at building a
society in which every person can enjoy
true abundance, always striving to achieve
and maintain great harmony with local
communities.

2. The Daiwa House Group shall engage in
dialogue with its stakeholders to
understand local issues, and take action
together with them while making effective
use of available resources.

3. The Daiwa House Group shall encourage
its individual employees to actively
participate in its community co-creation
activities, considering them as
opportunities for personal development.
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I Management

Community Co-creation Promotion Committees
at All Worksites

Every worksite of Daiwa House Industry has a Community
Co-creation Promotion Committee that promotes
community-level activities. These committees share know-how
amongst themselves at meetings of the Community Co-creation
Promotion Committee, in an effort to improve their activities. They
also share information on successful activities with persons in
charge of CSR promotion at Group companies. Everything that
Community Co-creation Promotion Committees do is geared at
contributing to the sustainable development of the local
communities that host our operations.

CSR Awareness Survey

Daiwa House Industry conducts surveys to see how aware
employees are of community co-creation activities. By probing
the effectiveness of activities and activities of personal interest,
the survey identifies employee awareness, which is then used to
improve activities.

The results of this survey are used to upgrade efforts, with a
particular focus on “educational support for the next generation.”

Applying Survey Results to Worksite Evaluations

At Daiwa House Industry, community co-creation activities are
viewed as an important component of business operations and
are, therefore, one parameter we use to evaluate management
performance of our worksites. Because we strongly desire to
harmoniously coexist with the local communities that host our
operations, community co-creation activities give us a different
aspect for analyzing worksites in addition to performance based
on financial figures.

I Measures Being Taken

In 2015, 2,510 community co-creation activities were
implemented across the Daiwa House Group, which is 22.7%
more than in the previous year. Of that number, 1,668 activities
were conducted by Daiwa House Industry, which is a 25.2%
increase from the preceding year.

In order to solve community issues and improve our activities
content-wise, we not only emphasized proactive dialogues with
governments, NPOs and residents, but also encouraged
worksites to plan and implement activities that employees would
be happy to continue. (Of course, whatever they plan must be in
line with the underlying principles we have set for our community
co-creation activities.) As a result, many of our worksites had their
Community Co-creation Promotion Committee spearhead
cooperative activities in cohort with local residents. This brought
an increase in both the number of activities and the percentage of
projects done in cooperation with NPOs and NGOs, which shot
up 30.2 percentage points from last year to 60.6%.

We also added a new system for governing volunteer leave in
2015 that allows employees to take off work a “half a day” at a
time. Because this environment makes it easier for employees to
volunteer, the percentage of our workforce that took leave for
volunteer activities increased 9.5 percentage points over the
previous year, to 23.5%.



l Daiwa House Group’s community co-creation activities in

fiscal 2015

Assistance to disaster-affected areas
37 cases (1.5%)

International cooperation
231 cases (9.2%)

Humanitarian
assistance

189 cases (7.5%)

Environmental
preservation

157 cases (6.3%)

Social welfare
245 cases (9.8%)

M Fiscal 2014

Assistance to disaster-affected areas

55 cases (2.7%)

2,510 cases

Local community services

(clean-up)

655 cases (26.1%)

Local community services

(other than clean-up)

554 cases (22.1%)

Educational assistance
442 cases (17.6%)

International cooperation
246 cases (12.0%)

Humanitarian assistance
155 cases (7.6%)

Environmental
preservation

123 cases (6.0%)

Social welfare V

219 cases (10.7%)

M Fiscal 2013

Assistance to disaster-affected areas
23 cases (1.8%)

2,046 cases

Local community services

(clean-up)

424 cases (20.7%)

Local community services
(other than clean-up)

407 cases (19.9%)

Educational assistance
417 cases (20.4%)

International cooperation 1
139 cases (11.1%)

1,258 cases

o=

Humanitarian assistance
145 cases (11.5%)

Environmental preservation
148 cases (11.8%)

Social welfare
113 cases (9.0%)

Local community services

(clean-up)

230 cases (18.3%)

Local community services
(other than clean-up)

193 cases (15.3%)

Educational assistance
267 cases (21.2%)

TOPICS Opportunities to report successful
community co-creation activities

(lwate Branch)

The Iwate Branch made it possible for members of their
Community Co-creation Promotion Committee to share
information throughout the branch, on the firm belief that
it is important toward their coexistence with the local
community for site employees to understand the
significance of community co-creation activities. Knowing
that it was first necessary to listen to what the community
has to say, committee members made the effort to visit
municipal offices and other entities to collect information.

On their visit to the Civic Cooperation Promotion
Department of Morioka City, they met with the National
Sports Festival Promotion Office and Yuinet-Seinan urban
planning and development group. They eventually
implemented cooperative activities with them, aimed at
“reducing waste to zero” and “planting flowers” at the train
station and sports center.

Yuinet-Seinan greatly appreciated the cooperation of
Daiwa House Industry because they understand how
important it is to work with the business sector on urban
development projects.

To announce successful cooperative projects like this
and explain the company’s thoughts on community
co-creation activities, Daiwa House Industry created a
Community Leader Training Seminar. It is hoped that
these and the other activities reported at the seminar in
2015 will lead to other community projects promoted by
cities like Morioka.

Flower planting activity Presentation at the Community
Leader Training Seminar

FY 2013 results | FY 2014 results f & @205 =01
Daiwa House Industry
branch offices 645 cases| 1,160 cases| 1,576 cases
Number of | paiwa H Indust
cases of Hggéaof%:e neustyy 135 cases 98 cases 92 cases
community
co-creation | Daiwa House
activities | Group companies 478 cases| 788 cases| 842 cases
Total 1,258 cases | 2,046 cases| 2,510 cases
Leave obtained for volunteerism 991 days| 2,001 days|3,582.5 days
Rate of obtainment of leave for
volunteerism* 7.3% 14.0% 23.5%
Total amount of Endless Donations | ¥10,651,754 |¥10,521,326|¥10,578,790

* The rate of obtainment of leave for volunteerism is calculated by dividing the total number of holidays obtained
for volunteer activities by the total number of employees at the end of the fiscal year.
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@y Co-creating a Brighter Future with the Local Residents

Community Co-creation Activities in the Area
of Next-generation Education

I Cooperation in Quest Education Program

Since fiscal 2007, Daiwa House Industry has been cooperating in
the Quest Education Program (organized by Educa & Quest) as a
career education support program for junior high and high school
students. In this program, students from about 80 schools intern
at a company as part of their school curriculum. Broken up into
teams, they explore and formulate proposals for a “mission,” such
as new product development, that the hosting business assigns
to them, over the course of 1 year. By interacting with our
employees, these interns see first-hand how businesses think
and operate, all the while seeking an answer to an assignment
that “has no correct answer.” (In fiscal 2015, 172 teams submitted
their proposals to Daiwa House Industry.) As the final step, the
teams present their proposals at the Quest Cup before an
audience of people from the hosting businesses. In 2015, after all
was said and done, the team from lkueinishi High School in Nara
Prefecture that interned at Daiwa House Industry stood at the top
of the 1,486 teams.

Our employees also visit schools across Japan to speak
about the social significance of work and how to face up to
challenges on the job, to help ready the young at heart for what’s
to come.

Employees interacting with students

Presentation being given by Grand Prix
winner lkueinishi High School

1 “Dreams Come True” School

In 2015, Daiwa House Industry conducted the “Dreams Come
True” School as an educational support activity at 5 junior high
schools. This learning program gives students an opportunity to
enhance their ability to detect and solve problems, work as a
team and contemplate about work and jobs, based on the
concept that “children should be given opportunities to play a
central role in finding solutions to society’s problems.” Daiwa
House Industry has been implementing the program since 2008,
in cooperation with the non-profit organization (NPO) Japan
Academy of Entrepreneurship (JAE).

In the program, concretely, our staff members visit junior high
schools to discuss with students the meaning and rewards of
working in society, and hold lectures and comment on projects
planned by students, encouraging their proactive learning.

Community Co-creation Activities in the Area of
Social Welfare

I Activities of the Okinawa Branch

The Okinawa Branch had wanted to do something for the children
in the community, so, since fiscal 2014, they have donated toys,
fabric softener and other useful items that would benefit the
children at the child welfare facility, Ishimine Children’s School
indirectly.

Then, in 2015, they planned interactive events between the
children and branch staff in order to bring fun and joy to the
children directly.
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This included a wood shop during summer break where
employees helped the kids make planters and a craft class in
December where Christmas wreaths were made and followed by
a Christmas party. Though the children held back at first, they
warmed up to the staff and told them to come again when it was
time to leave. The staff from the Okinawa Branch were energized
by the children’s liveliness.

This activity placed importance on learning and will be
continued in order to bring joy to more children.

Making Christmas wreaths in a
winter craft class

Making planters in a summer wood shop

I Assisting with Events at Welfare Facilities

The Hokusetsu Branch places importance on its relationship with
the local community, and tries to get everyone in the office
involved in community co-creation activities. They discovered
that the social welfare corporation, Ikeda Satsukikai was having
trouble planning and managing events, when talking with
community residents about activities that all branch staff could
partake in.

Every year, lkeda Satsukikai plans a summer festival with
stalls, Karaoke contest and dancing for residents and their
families. It is a rather big event, so a shortage of manpower is
always a problem. Wanting to help out the community anyway
possible, the call went out for volunteers, which got many from
the branch there to help run the event.

Those who participated for the first time were moved by the
smiles on the residents’ faces and regarded the opportunity to
“talk and interact with the residents” as a positive experience. The
activity was a success also because the branch staff saw for
themselves what it means to interact with people in the
community.

Going forward, the Hokusetsu Branch will look to implement
more activities that will bring them closer to the local community
through cooperative projects with other elements in the
community.

Scene at the summer festival Branch staff serving food

Community Co-creation Activities in the Area of
Environmental Protection

1 Efforts to Bring Back a Near-threated Specie of
Water Lily

When a group of employees at the Tohoku Plant learned that the
pygmy waterlilies in the nearby Keshonuma Wetlands (Osaki City,



Miyagi Prefecture) had been designated a “near-threatened
species,” they visited the Ecopal Keshonuma NPO with hopes of
bringing back the natural beauty, and teamed up with them for
the cause.

In October 2015, employees from the plant transplanted
pygmy waterlilies grown by Ecopal Keshonuma. They carefully
picked the thin stems from the mud, and separated the roots in
preparation for their eventual return to nature.

The 2 pygmy waterlilies that were rescued by the NPO from
the wetlands at the start of the project have increased to about
7,000 in number. As the first step to restoring the wetlands, a
portion of them will be transplanted to the wetlands and
monitored to see how they take.

Project participants Volunteers transplanting pygmy waterlilies

Donations and Fund-raising

1 Donations

In 2005, Daiwa House Industry introduced a system that
encourages employees to make donations to various causes,
thus enabling them to take part in the company’s community
co-creation activities in a casual and continuous manner.

On the dedicated page of the company’s intranet, employees
can make a monthly donation in the amount of their choice. The
registered amount is then automatically transferred from their
salary each month as a donation.

The company has two types of donations: an “Endless
Donation,” in which employees contribute a fixed amount of
money on a monthly basis, and a “Heart Donation” that is
collected after a disaster and sent to support the affected areas.

1 Endless Donation

As of fiscal 2015, over 3,200 employees have registered as
donors to our Endless Donation. Previously, we selected
beneficiaries from employee-recommended organizations. In
fiscal 2015, we started publicly calling for applications from
organizations themselves. In February 2016, the Endless
Donation Committee (composed of outside experts and Daiwa
House Industry employees) did the final screening and selected
beneficiaries on the basis of projects presentations and
interviews between them and Daiwa House Industry. In the future,
instead of simply giving out financial assistance, we hope to
actively collaborate with beneficiary organizations in their projects
in an effort to improve various societal issues.

A candidate beneficiary
adamantly making their
case for donations to
the Endless Donation
Committee

I Heart Donation

Emergency donations are collected from employees following an
event that has caused serious damage to society.

H Heart Donations (actual amount donated in FY 2015)

Donation by

Event Daiwa House Group

Beneficiary

Earthquake in

central Nepal ¥9,680,636

Japanese Red Cross Society

Customers

Storms in East Japan ¥8,299,568 Japanese Red Cross Society

Total ¥17,980,204

H Endless Donations (actual amounts donated in FY 2015)

Beneficiary organizations Total amount

After School (NPO) ¥1,500,000

Smile of Kids (NPO) ¥1,020,000

Mamekko (Child Support NPO) ¥800,000

Angel Net (Child Support NPO) ¥1,500,000

APIS (Assault Prevention Information Space, NPO) ¥220,000

Gajumarunoie (Mother Support NPO) ¥790,000

Total ¥5,830,000

Column
Support for Osaka Symphony Orchestra

Since fiscal 2006, Daiwa House Industry has been
supporting Osaka Symphony Orchestra as its principal
corporate sponsor. Established in 1980, Osaka
Symphony Orchestra carries out various activities,
including periodic concerts, theme-based concerts, and
the production of original CDs. Daiwa House Industry’s
active mécénat is particularly centered on the
orchestra’s concerts.

Osaka Symphony Orchestra
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Support for community building

Co-creating a Brighter Future with the Local Residents

Interactive Events at Disaster Relief Housing Estates

I Our Policy

A single organization or group can only do so much on their
own to solve issues local communities face. At Daiwa
House Industry, we believe we can make a bigger impact on
issues by acting as a pipeline between governments, local
communities, NPOs and other stakeholders.

In our community co-creation activities, we encourage
our entire workforce to think of ways for communities to
grow, become self-reliant and prosper, and to translate
those thoughts into action.

I Management
Sharing Information on Activities

Communications and coordination between worksites are being
promoted via an original system for reporting community
co-creation activities that helps worksites to understand the state
of cooperation with NPOs and the like, and gives them a venue for
sharing information throughout the company.

Of the reported information, exemplar activities are published
in our “Chiikikyosei Dayori” online newsletter, as one way to
improve the quality of our community co-creation activities.

I Measures Being Taken
Events for Homeowners

In Hikarigaoka Eco Town in the SMA-ECO City of Sagamihara,
the residents sign an agreement on townscape preservation,
under which they are required to keep and care for trees and
plants to maintain a green townscape. As the new town
development promoter, Daiwa House Industry organizes
gardening seminars on a permanent basis, hoping that the
residents will enjoy gardening in general, in addition to their
townscape-creating duty. We also carry out other regular
environment-related events targeting homeowners, to help
cultivate their sense of community and environment.

In Tama New Town Higashiyama, we invited homeowners to a
workshop on effective ways to use one of the two vacant lots that
are reserved for community assembly halls. Six members of the
management board attended and settled upon using the space
for rental farming and fruit orchards. In March 2016, the
Higashiyama Agri Club was launched and immediately began
projects spearheaded by residents. At first, there were 12
households in the club, but membership has increased to 16
households as of May 2016. Their work is helping to build a sense
of community and to activate the subdivision.

Monthly class taught by a farming expert Barbequing vegetables harvested from
from the local area the farm
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One of the issues surrounding life in public housing that is used in
disaster restoration is community-building within the housing
complexes and with nearby residents. Because of that, the
Sendai Branch not only constructs public housing but also stages
events intended to build a sense of community.

At a recent event, both renters and nearby residents got a lot
of fun out of planting a cherry tree to commemorate the opening
of the housing complex, making mochi and snacking on a light
lunch.

These efforts were recognized with the Disaster Public
Housing Community Award that Miyagi Prefecture gave the
Sendai Branch in November 2015 for their disaster relief housing
in Masuzawa.

Community Building through the Production
of a Hometown Folding Screen

In May 2015, Daiwa House Industry and two district associations
of local residents in Hayama Town, Kanagawa Prefecture,
completed a Hayama hometown folding screen. After that, Daiwa
House Industry helped launch a preservation and historic society
together with the district associations to teach children about life
and livelihoods in their satoyama.

Another activity of the preservation and historic society was to
make a “Hometown Carta” from the folding screen in cooperation
with a local elementary school, which was finished in March 2016.

Hometown Carta

Hometown Folding Screen



Contribution to society through businesses
(“Asu Fukaketsuno” businesses)

A: Anzen & Anshin (Safety and Comfort)
Energy-absorbing Anti-seismic Wall: D-NXQST

I Our Policy

I Contributing to Society through the
“Asu Fukaketsuno” Businesses

Since its establishment, Daiwa House Industry has always
cherished and adhered to the principle of serving society
through its business operations. As exemplified by its
inaugural product, The Pipe House, born out of the desire to
provide housing highly resistant to natural disasters, Daiwa
House Industry, as a pioneering industrialized housing
provider, has created numerous products that effectively
respond to the challenges facing society. Going forward, we
will continue to offer next-generation products and services
that greatly contribute to the formation of a sustainable
society, by squarely addressing important societal issues
such as population problems (population explosion in
worldwide terms and birthrate decline and aging in
developed countries), climate change, and disaster
reduction.

“Asu Fukaketsuno

(indispensable for tomorrow)”
technologies and services for co-creating
new values for individuals,

communities, and people’s lifestyles

A: Anzen & Anshin
A (Safety and Comfort)

Energy-absorbing
anti-seismic wall
D-N>QST

Narrow-space inspection robot:

moogle®

* “moogle” is a registered trademark i
of Daiwa House Industry Co., Ltd. Fu: FUkushi

(Welfare)

Robot Suit® HAL

for care support (lumber type)

* “Robot Suit HAL” is a registered

Ka: KAnkyo trademark of CYBERDYNE Inc.

I (Environment)

Dream Solar Wakayama City

Ke: KEnko
(Health)
Health promotion

through the health
club business

HHEB
=

Tsu: TSUshin
(Information-
§ Communication
— | Technology)

Original ICT-based energy

management system: D-HEMS
No: NOgyo
(Agriculture)
Launch in 2012 of
agri-cube, a plant
cultivation unit, to
industrialize agriculture

D-NZQST (pronounced “D-next”) is standard equipment in xevoy,
Daiwa House Industry’s highest-grade single-family house
featuring sustained anti-seismic resistance, larger open interior
spaces, and wider wall openings. The key to the wall’s sustained
anti-seismic resistance is the built-in Y-shaped device. The wall’'s
unique interior structure enables the wall to gently move vertically
in response to strong vibrations, thereby effectively absorbing
seismic energy. It is strong enough to withstand a series of
earthquakes of level 7 on the Japanese seismic scale. It also
alleviates the breadth of sways caused by an earthquake,
containing the movement quickly and thereby minimizing damage
to the outer walls and the building structure itself.

>-shaped device effectively absorbing
seismic energy

Energy-absorbing anti-seismic wall:
D-N>QST

Large-scale Life-size Simulation at “E Defense”

In 2006, Daiwa House Industry was the first private corporation to
carry out a life-size seismic experiment of two xevo houses (a
seismic-resistant house and a seismic-regulating house)
simultaneously, using the 3-D Full-Scale Earthquake Testing
Facility (popularly known as “E-Defense”) of the National
Research Institute for Earth Science and Disaster Prevention
(NIED) in Miki City, Hyogo Prefecture. In 2013, Daiwa House
Industry conducted a life-size seismic experiment of xevoy,
demonstrating the house’s safety in the face of repeated huge
earthquakes.

Large-scale earthquake tests in 2006 and 2013 at the
3-D  Full-Scale  Earthquake Testing  Facility
(“E-Defense”), the world’s largest facility of its kind,
built by the National Research Institute for Earth
Science and Disaster Prevention (photo taken in 2013)
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Small-diameter Steel Pipe Pile: D-Tech Pile

Daiwa House Industry has developed the D-Tech Pile construction
method, which realizes safety-assured construction on relatively
soft ground.

The D-Tech Pile has been approved to bear the “Eco” mark as
an environmentally responsible product featuring safety and
reduced waste soil generation.

( mimromomen )

IIXR—IJREES
% 06 131 026 S

Non-bendable D-Tech Brace

D-Tech Brace is an energy-absorbing construction brace that
does not bend under the compressing power of an earthquake. It
minimizes sways caused by repeated earthquakes, controlling
damage to pillars, beams, and other structural parts, as well as
internal and external walls, thereby enabling safety-assured
long-term use.

Application example: D Project, Hachioji

Advanced Complex-structured Beam:
D-Tech PC-Beam

The D-Tech PC-Beam is a complex structured beam combining
factory-manufactured pressed concrete (PC) and a steel frame. It
ensures the stable quality of factory manufacturing, on-site labor
saving, shorter construction periods, and reduction in
environmental burdens, while at the same time realizing a large
open interior space.

OF e e ;
Application example: D Project, Kita Hachioji, Building A (logistics facility)
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Reinforcement of anti-crime performance and
awareness

Based on the idea that anti-crime performance should be a basic
feature of housing units, Daiwa House Industry has been working
as a pioneer in the homebuilding industry in implementing tangible
measures in that aspect. For example, ahead of the revision of the
Housing Quality Assurance Act in April 2006 (the addition of an
item concerning crime prevention to the mandatory indication of
housing unit functionality), in May 2003, Daiwa House Industry
adopted anti-crime specifications for all single-family houses it
builds, actively using building components bearing the “CP”
mark,* proof of the high anti-crime performance required for the
mention of crime prevention measures in the indication of housing
unit functionality. The company is also active in raising the
anti-crime awareness of house owners and tenants and in
improving the anti-crime preparedness of communities by
encouraging appropriate exterior designs.

Daiwa House Industry promotes the use of components bearing the “CP” mark
especially for ground-floor openings, designated as sections for priority crime
prevention measures. For example, components bearing the “CP” mark were used

in 7,541 of the 8,848 sets of front doors of the single-family houses that Daiwa
House Industry completed in fiscal 2015 (about 85%).

*

A IRECHE €

IHmlllll

(T

CP mark

Combined effect of three factors: housing featuring
reinforced anti-crime measures + community +
anti-crime awareness of residents

Generalization of rental housing featuring
reinforced anti-crime measures

In 2010, Daiwa House Industry commenced the sale of rental housing
units featuring reinforced anti-crime measures, believing that
high-level crime prevention performance should be a basic feature of
housing units. At present, such rental housing units account for
almost 90% of the total rental units built by Daiwa House Industry. By
providing rental housing units with a home security system including
emergency personal assistance, special anti-crime devices for front
doors and windows, and more as standard equipment, Daiwa House
Industry ensures safety and security in the living environment
especially of women living alone, frequently absent double-income
families, and children having to house-sit alone.

Rental apartment building featuring reinforced anti-c




Housing Estate with High-level Security Assurance

Expansion of Housing Renovation Business

In an effort to create safe and comfortable towns, security cameras
were installed at four entrances of housing complex “SMA-ECO
Town Hidamari-no-Oka.” For ready-built housing, we installed
systems that transmit e-mails with the visitor's image attached
when the intercom
operates. When you push
the intercom at the time of
returning home, you will be
able to inform your family
members away from home
about who is at home.
Moreover, sensor cameras
are installed in our model : i =
houses that give notices  Sensor camera installed at a model house
automatically.

Su: Speed & Stock
External Thermal Ventilation Wall

This innovative external wall ensures the safety of a housing unit and
maximizes its service life. The wall provides an external barrier,
composed of a high-density fiber-based insulating material and an
air-permeable layer, thereby
minimizing the risk  of
condensation inside the wall
and water leakage due to

rainwater permeation. Being (heat bridge... _

in a position to lead the :Iar;feorirglt)emem_ﬂ
housing industry, Daiwa o

House Industry released in GaskoR . onsiy gess
2006 the steel framed single ™~ figaic 10019
family house “xevo,” which
has this technology
equipped as standard, and
also released in 2014 “xevo
>” which can withstand
multiple earthquakes. The
brand has since been Daiwa
House Industry’s main
product in the single-family
housing segment.

Standard/high class heat insulating specifications

Highmss wool

16 kg product

application

Outside o4
~

sk For “xevoy”
k External joints are partially sealed.

Building Protection Mechanism

“KIRARI*" protects the coloring layer from ultraviolet radiation and
prevents color fade-out for a long period of time. As an external
wall coating, “KIRARI™ is intermolecularly linked by stronger
energy than those of ultraviolet radiation, showing excellent
weatherability.

By the photocatalytic effect which utilizes the force of light and
water, stains decompose when ultraviolet radiation hits and the
stains drain easily with rainwater.

* Adopted into “xevoy”

Since the intermolecular bond energy is stronger
than ultraviolet radiation energy, bonds will not break
even when ultraviolet radiation hits, and the beauty
of the external wall is kept over the long term.

Molecular structure of KIRARI*

UV energy

UV energy
398kj/mol

Our housing renovation business, which commenced as Daiwa
House Reform Co., Ltd. in April 2013, has entered its forth year.
The company’s mission, expressed under the slogan “Heart One
Reform,” is to realize the evolution of each housing unit in the
optimal manner at the time of its F
renovation project within the [ -
lifecycle of the occupants and |

the surrounding environment.
The company promotes assured
renovation centering on housing
inspection and diagnosis.

“Reform Salon” deployed nationwide

Narrow-space Inspection Robot: moogle

“moogle” is an inspection robot that can thoroughly check on
narrow, dark and difficult to move spaces including narrow and
elevated aisles such as bridges, inaccessible piping, and common
ducts.

Locations that usually can’t be seen will be displayed on the
personal computer monitor, therefore “moogle” is utilized in on-site
surveys and seismic-resistance
evaluations before conducting
home  renovation  services
including underfloor inspections,
diagnosis work, etc.

Building owners, customers
considering home renovation,
and customers  considering
purchase of an existing house
may also check crack widths of
the concrete foundation in
real-time. moogle

Fu: FUkushi (Welfare)
Friendly Design

“Friendly Design” is Daiwa House Industry’s original concept of a
universal design that is also aesthetically pleasing. A large number
of items designed based on this concept have been adopted to
furnish the “+ child first” House
produced by Mr. Masato Ochi,
a member of the team
promoting the Ikumen Project
(encouraging fathers to play an
active role in child-rearing) of the
Ministry of Health, Labour and
Welfare of Japan. The house
enchants and inspires Vvisitors
for its innovative originality.

“+ child first” House
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Silver Age Research Center

Daiwa House Industry’s Silver Age Research Center conducts
specialized studies and investigations about health care and
nursing facilities for the elderly. Drawing on Daiwa House
Industry’s achievements as the industry’s best performer and
homebuilding-related know-how accumulated over many years,
the research center compiles proposals to respond to the needs of
medical institutions, nursing care companies, and local
communities. The center has been involved in the construction of
4,979 health care and nursing facilities (as of the end of March
2016), thereby contributing to local communities.

Sanda Rehabilitation Hospital

Development of Care-giving Businesses

I Proposals for housing units for the elderly that ensure
security, comfort, and health care and nursing services

Based on the basic concept of “aging in place,*” we propose
construction projects of housing units for the elderly (service
apartment buildings for the elderly), in which services supporting
elderly persons’ autonomous lives are provided in partnership with
health care and nursing facilities.

* “Aging in place” refers to a situation in which elderly people stay in a familiar

environment (their community, their own home, etc.) while remaining in good health
and enjoying a fulfiling lifestyle.

1 Robotics-based Business

Daiwa House Industry sells and offers diverse welfare devices
including desktop type communication support system
“comuoonSE” which supports hearing-impaired people’s hearing,
urine-suction robot “Humany” used for nursing care at home,
disinfectant towel dispenser “Purus” for nursing care facilities,
“Watch Over Sensor” that supports nursing of those with
dementia, non-weight bearing lift “POPO,” as well as cooling vest
“D-wind” that is expected to improve various working
environments.

“comuoon” is a trademark of Universal Sound Design Inc.

“Humany” is a trademark of Unicharm Corporation.

“Purus” is a trademark of Purus Corporation.

“Watch Over Sensor” is a trademark of King Tsushin Kogyo Co., Ltd.
“D-wind” is a trademark of Prop Co. Ltd.

“POPQ” is a trademark of Moritoh Corporation.
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Desk top type communication
support system “comuoonSE”

Urine-suction robot “Humany”

——

Watch Over Sensor

Cooling vest “D-wind” Non-weight bearing lift “POPO”

Ka: KAnkyo (Environment)

Daiwa House Industry’s “Efforts for the environment” are
introduced in detail in “Environment” (page 72-123). Furthermore,
we have published “Environmental Report 2016” containing
information on the environment excerpted and re-edited from this
report.

Related subject:
P73 “Co-creating a Brighter Future with the Environment”
Message from the Executive Officer in Charge



Ke: KEnko (Health)

Proposing a slow lifestyle through forest-side
housing development

Since 1971, Daiwa House Industry has developed forest-side
towns at 14 locations across Japan, from Hokkaido to Kagoshima
Prefecture. These new towns are complete with infrastructure
including water supply and drainage systems, and even hot
springs in most of them. We perform maintenance and
administrative duties to provide house owners with security and
comfort-assured lives. The houses have been purchased not only
as holiday houses but also as principal residences.

Aline of houses at Royal City Aso Ichinomiya ~ Gardening seminars and other events are
regularly held for house owners.

Contributing to people’s health enhancement
through the management of fitness clubs

Daiwa House Group operates the Sports Club NAS at 72 locations
across Japan. It provides a full range of fitness programs that help
members and users achieve their various objectives such as
slimming down, completing a full marathon, and mental & physical
relaxation. NAS is in the business of maintaining and enhancing
people’s mental and physical health through the joy and pleasure
of sports and other physical activities. NAS also organizes timed
walking events for senior citizens and cooperates in a muscular
strength program for the elderly in Musashino City, Tokyo.
Moreover, we hold seminars on physical activities for the purpose
of helping elderly people stay in good health in several communities
including Saitama City and Shiki City, Saitama Prefecture; and
Chigasaki City, Kanagawa Prefecture, to encourage elderly people
to stay physically active, contributing to their health enhancement
and supporting their continued autonomy.

A scene from a muscular strength enhancement program

Tsu: TSUshin
(Information-Communication Technology)

Development of the common basic system of
smart houses

We are actively working on the generalization of the common basic
system for smart houses, which can be utilized not only for energy
and power conservation but also various daily services that ensure
security, comfort, welfare and health.

External applications

and services Control equipment

Connected equipment

SMA-ECO Cloud Dedicated monitor (Panasonic)

remote control, etc. Electric lock
(NEC, TOSHIBA, Panasonic) F = % YKK AP
= = > LIXIL
E = _J— - Air conditioner

Dedicated 7 Toshiba Lighting
communication i3 (;1] & Technology
: - (Wi-Fi) Daikin Indlustries
iPad applications 5

- Power measuring unit
L External ECHONET Lite o
communicaton software | 50710 || (international L I 00000 |||  Toshiba Lighting
= o = software{| communication L i00000 |} & Technology
— | Residence API standards) .
:

N
H Common basic system
for smart houses

Conceptual illustration of Daiwa House Industry’s common basic system for smart houses

Development and Generalization of Smart Houses

D-HEMS is a highly generally applicable home energy management
system containing ECHONET Lite, an international communication
protocol for home electric appliances and equipment, and
Residence API, an application development tool. This system
constitutes a basic technology that realizes practical utilization of
our “Smart Eco” smart houses.

-

No: NOgyo (Agriculture)

Promotion of agriculture business to pursue
safe, comfortable and healthy lifestyles

While ensuring food safety and with the aging of agriculture
workers, Daiwa House Industry sells “agri-cube” plant cultivation
units that can readily grow crops. “agri-cube” packages contain all
the equipment required for growing vegetables and can be
installed in a single car parking space. Therefore it is possible to
stably produce crops in all kinds of facilities such as commercial
facilities and nursing care facilities.

Agri-cube installed on the second floor of the Tokyo
Head Office
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Co-creating a Brighter Future with the Local Residents

TOPICS cCommunity Development by the Daiwa House Group

With the slogan to be a “Group that co-creates value for individuals, communities and people’s lifestyles,” we are promoting
advanced community development in various places including SMA-ECO Town Harumidai, which received the MLIT Minister’s Prize
in the Eco-Products Category at the 10th Eco-Products Awards. We also are developing the Midorigaoka and Miki Aoyama Housing
Complex Restoration Project to redevelop the community in Miki City, Hyogo Prefecture, which shows the diversification of our
community development activities. In addition, the Sustainable Community Development Promotion Committee, which is a
cross-sectional organization in our Group, has formulated “Community Development Vision” to enhance the activities.

We will continue to unite the efforts of the entire Group for community development under the themes of “solution of social
problems” and “creation of new values.”

8 HEARTS Community Development Vision

Community Development Vision is a summary of the attitude and approach of the
Daiwa House Group to community development. It consists of three components:
the “Vision” of the community development we seek; the “Mission” and role we
should fuffill; and the “Value” on which we place importance.

Vision - - - - Community value into the future

We do not consider completion of buildings to be the end but aim to develop
communities in a way to bring their values into the future

Mission - - - Working together for Design & Management

We will work together with people and communities to design a valuable
community, and enhance the value of the community with those who live and work
ol il there based on our reliable management capacity to bring it into the future.

Sustainasilty identity Value: - - - 8HEARTS - Eight values for people and regions -

= 3 35 1

S - Our community development focuses on “for the benefit of people” and “for the
fis benefit of regions,” which are the two main objectives. We will create safety,
health and comfort as the values for people, as well as environmental, economy
and identity as values for regions. Then, we will create communication and
sustainability as values for the future.

Health Economy

i3

Case of SMA-ECO Town Harumidai, SMA-ECO Town
Community Development Hidamari-no-Oka, SECUREA Toyota Kakimoto

We keep creating new values for society through the planning of towns such as SMA-ECO
Town Harumidai, which realized Japan’s first net zero energy town, SMA-ECO Town
Hidamari-no-Oka, where the proceeds from the sales of electricity generated in a photovoltaic
power plant (approximately 100 kW) in the town are used for the maintenance of single-family i & ;
houses and other purposes and SECUREA Toyota Kakimoto, where electricity is interchanged SMA-ECO Town Harumidai
between single-family houses.

Related subject: P92 “Prevention of global warming” TOPICS Joint efforts of industry, academia, government and residents

Exchange of
Government’ opinions

Caseof _ Midorigaoka and Miki Aoyama Housing ~ MikiCity DN . esidents
Community Restoration  Complex Restoration Project
Collaboration t

In Japan, many of the suburban housing complexes developed during the period of high economic
growth are 50 years old or older, and they face various challenges including the aging of the residents

Accommodation of needs

and increases in solitary households and empty houses. Operalion of
To solve these challenges, Suburban Housing Complex Lifestyle Study Group has been established i E
in “Midorigaoka Neopolis,” which was developed by Daiwa House Industry. This collaboration of B Subuiten (Rteusing Clmigtox
Lifestyle Study Group

industry, academia, government and residents works for early realization of a “multi-generation
recycling-oriented community” in which various generations can live comfortably for a long time.

Structure for the Midorigaoka and Miki Aoyama
Housing Complex Restoration Project

A strength of the Daiwa House Group is that it develops various business fields necessary for community development, ranging from
housing-related fields including houses, housing complexes and condominiums and business-related fields including commercial,
office and distribution facilities, to service-related fields including energy, financial and fitness businesses. This strength was utilized
in our proposal made for the Safe & Eco-smart Model City Block Development Project, which is a public-private partnership (PPP)
project of Toyama City, and we were selected as the operator of the complex development of public facilities and housing blocks. We
will continue to be committed to community development with values “for the benefit of people” and “for the benefit of regions.”

Community Development by the Daiwa House Group: http://www.daiwahouse.com/businessfield/community
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i Co-creating a Brighter Future with Our Shareholders

Message from the Executive Officer in Charge

Social issues

After Japan’s Stewardship Code (“Principles for Responsible
Institutional Investors”) was introduced in February 2014, the
thought that shareholders and investors should give attention not
only to financial aspects but also to non-financial aspect of
companies, namely, the Corporate Social Responsibility (CSR)
efforts, has been widely spread. Therefore, there is a need to
inform shareholders and investors of companies’ sustainability on
a medium-to long-term perspective by showing management in
which financial and non-financial aspects are combined.

Furthermore, not only addressing CSR efforts, but also
effectively delivering the “contribution to corporate value” of these
activities will become more and more expected.

Institutional investors who
announced their acceptance
of Japan’s Stewardship Code

Over 200

Source: Financial Services Agency, Publication of the list of institutional
investors who have signed the “Principles for Responsible Institutional
Investors” <<Japan’s Stewardship Code>> - To promote sustainable growth of
companies through investment and dialogue (updated March 24, 2016)

Vision and strategy

What the Daiwa House Group aims to achieve

Creating values to shareholders as well as to the
society

Daiwa House Group, centering on the housing business, is
operating various businesses including construction and
development of commercial facilities, logistics centers, nursing
care facilities, etc., and in this background, we hold the vision
“contributing to society.” We consider that it is important to
communicate the kind of businesses Daiwa House Group is
operating and the reason to conduct these businesses for Daiwa
House Group to be better understood.

Daiwa House Industry will seek to improve “shareholders’
value” through securement of a stable financial base, pursuing
business growth, passing on profits created by business activities
to shareholders, as well as raising earnings per share by funding
in growth investment in an aim to maximize corporate value in the
medium-to long-term of five to ten years. Also, the creation of
“value to society” with addressing social issues will contribute to
the improvement of “shareholders’ value,” making effective use of
non-financial capital of intangible assets vital.

In the 4th Medium-Term Management Plan (fiscal year ending
March 2014 through fiscal year ending March 2016), Daiwa House
Industry increased capital for the first time in 37 years and
enhanced its financial base, and aggressively continued to make
growth investments. As a result, Daiwa House Industry considers
that it has been able to respond to the shareholders’ expectations
by achieving a performance greatly exceeding the original plan,
raising earnings per share, and passing on profits linked to
performance. Owing to the shareholders’ understanding of and
placing trust in the business strategy envisioned by Daiwa House
Group, we realize that we were able to show an example of
“shareholders’ value” improvement and creation of social value.

Daiwa House Group will seek to deepen dialogues with
shareholders about information needed without being bound by
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conventional contents and methods to deliver the information. We
will fully exercise fiduciary responsibility and accountability to
shareholders and aim to secure sustainable growth.

Risks and opportunities for the Daiwa House Group

Daiwa House Group considers that increasing the number of
shareholders who understand our Group’s businesses and
strategies, and own our stocks for the long term will lead to proper
price formation. If information would not be disclosed timely and
appropriately, and the primary corporate value of Daiwa House
Group would not be understood, financial capital for sustainable
growth may be affected.

+ We may lose current shareholders who may
stably hold stocks in the long run as well as
potential shareholders if we cannot effectively
communicate Daiwa House Group’s
information about financial / non-financial
aspects.

Risks

- Comments and requests obtained through
constructive dialogue with shareholders will be

Opportunities an opportunity to examine better management.

Goal and results

Important themes to address

Enhancement of transparency

In May 2015, Daiwa House Industry instituted the “Corporate
Governance Guideline” to clarify actions to be taken and exercise
fiduciary responsibility and accountability to shareholders.
Moreover, Daiwa House Industry has publicly announced as
stated below the policy demonstrating the way to respond to
shareholders. From this time forward, Daiwa House Industry will
expand delivery of the Group’s integrated thinking and ESG
(environment, society and governance) information, and enhance
transparency of information on financial / non-financial capital in
order for shareholders to assess medium-to long-term corporate
value.

<Policy on Promoting Constructive Dialogue (Engagement)
with Shareholders>

The company does the following to engage in constructive
dialogue with shareholders, contributing to the sustainable
growth of the company and increases in corporate value over the
medium to long term.

(1) Taking the requests and interests of shareholders into
consideration, to the extent reasonable, the Directors,
including external directors, and senior management have a
basic position to engage in dialogue (management meetings)
with shareholders.

(2) The Officer in charge of IR cooperates with departments
within the company to facilitate constructive dialogue.

(8) The company strives for disclosure that enables judgements
on corporate value over the medium to long term, augmenting
corporate value through dialogue (engagement) with
shareholders.



@) In addition to individual meetings, the Officer in charge of IR
arranges management briefing sessions, facility tours and
other activities to enhance IR activities.

(6) Through dialogue with shareholders, the Officer in charge of
IR communicates Company perspectives, provides feedback
about shareholder opinions and requests to Directors and
senior management and provides feedback in timely and
appropriate  manner to outside Executives, sharing an
awareness of any issues from an independent and objective
standpoint.

(6) To prevent external leaks of important undisclosed internal
information (insider information), the Officer in charge of IR
cooperates with the person responsible for information
management to manage information thoroughly based on
Regulations on Insider Transactions.

(Article 44, Iltem 3 of Corporate Governance Guidelines)

Summary of efforts in fiscal 2015
(CSR self-assessment index)

To deliver information widely and accurately to shareholders and
investors needed in assessing medium-to long-term corporate
value, Daiwa House Industry has improved information disclosure
through annual reports and CSR reports. Accordingly, the
external assessment agency’s rating of our annual report was
raised from B+ to A-, and the GRI guidelines response rate of CSR
reports also increased from 60.6% to 68.4%.

External assessment of the Annual
Report

FY 2015 _
results

(AR2014)

External assessment of the IR

website
Below 41.55

FY 2015
results

GRI Guideline responsiveness
in the CSR Report

FY 2015 684%

results

Takeshi Kousokabe

Representative Director and

Senior Managing Executive Officer, CFO

Head of Administration Division,

Management Administration General Manager
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i Co-creating a Brighter Future with Our Shareholders

Returning benefits to our shareholders
and investor relations

I Our Policy

I Basic Policy

Daiwa House Industry returns part of the profit it makes from
its business activities to its shareholders. In so doing, the
company’s basic policy is to strive to increase shareholder
value by improving earnings per share (EPS) by maximizing
medium- to long-term corporate value through such
measures as investment in real estate, overseas business
expansion, merger and acquisition, and investment in
research and development, plant and equipment, and other
growth-oriented targets. We strive to maintain a stable
dividend payment, setting our target dividend payment ratio
at 30% or above of the current term net profit that is
attributable to the parent company’s shareholders, and
remunerating our shareholders in line with the company’s
business performance. Our approach to acquiring our own
shares is to take action at an appropriate timing in
consideration of the market situation, capital efficiency, and
other factors.

l Concepts of profit sharing

Business activities

Investment
activities

l Returning benefits to our shareholders

Dividend payment ratio more than 30%

M Current term net profit per share

Making profit l

Operating cash flow

M Dividend & dividend payout ratio

¥ Dividend M Commemorative dividend
-0 Dividend payout ratio

(yen) (yen) 51.2 %)
250 150 43.6 ®
200 161.08177'74156,40 120 306 310 33.&/ 40
150 90 80 030
60 1
100 60 50
57.36 35

50

0 0
2011 2012 2013 2014 2015 2011 2012 2013 2014 2015
(] FY)

I Basic Policy for Investor Relations (IR)

In the spirit of the company’s Management Vision, “Co-creating a
Brighter Future (with our shareholders),” we maintain close
two-way communication with our shareholders. To ensure that the
company’s dialogue with its shareholders contributes most
effectively to its sustainable growth and medium- to long-term
corporate value enhancement, the company’s management team
and the officer in charge of IR usually represent Daiwa House
Industry in person at meetings with shareholders, which we view
as precious occasions for accurately and smoothly communicating
the company’s management strategies and plans.
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I Management

Through IR activities, we at Daiwa House Industry aim to obtain
trust from shareholders and investors, as well as appropriate
evaluation by the market. To this end, inputs and requests that we
receive through dialogue are reported to directors and other
managers, in addition to biannual reporting meetings to outside
executives. Through these occasions, we share the recognition of
requirements from an independent and objective perspective, and
incorporate such inputs into management, thereby pursuing the
maximization of corporate value.

I Measures Being Taken

Quarterly financial results briefing session for institutional investors and
analysts by teleconferencing

Semiannual management briefing session for institutional investors and
analysts by the top management team

Proactive participation in an IR conference organized by securities firms

Individual meetings with institutional investors in and outside Japan;
reception of telephone interviews

Guided tours of project sites for institutional investors

On-line corporate information meeting for individual investors

Facility tours for individual investors

Communication of Information via printed media introducing the preferred
shareholders’ system; contribution of articles to IR journals

Exhibited special benefits to shareholders at the relevant fairs

Provision of IR tools

5
J

gﬂ"’@.
st

Scenes from the management briefing session



Information Disclosure on the “Investor Relations”
Page of our Official Website

We at Daiwa House Industry pursue timely and appropriate
information disclosure to all stakeholders, including shareholders
and institutional investors, through our official website. In addition
to performance information required by law, we also disclose the
summaries of financial results explaining the company’s financial
status in detail, as well as monthly flash reports of orders. We also
publish the content of presentations and Qs & As at the quarterly
financial results briefing session for institutional investors and
analysts and at the biannual management briefing session in
Japanese and in English. Video clips are also accessible on the
website sharing presentations at conferences organized by
management team and at corporate briefings targeted at individual
investors. These efforts are all aimed at facilitating public
understanding of our management policy and business initiatives.

Communication with Institutional Investors

To promote public understanding of our Management Vision,
business strategies, and policy for returning benefits to
shareholders, we held IR sessions with 948 institutional investors
and analysts in total in fiscal 2015. With respect to overseas IR, our
top management team visited and had interviews with investors in
the UK, Europe, North America, Singapore and Hong Kong. We
will continue with these activities, honestly accept inputs and
requests received through dialogue with investors and
shareholders, as well as evaluations in capital markets, and
incorporate those evaluations into our management.

Communication with Individual Investors

An online corporate briefing was held for individual investors. A
total of 285 participants logged in on the day of the event. Diverse
questions were received from participants concerning growth
drivers in our major business segments, overseas businesses and
new businesses, measures for returning benefits to shareholders,
and other topics, and the online meeting served as a lively platform
for opinion exchange. Just as in last year, we continued to organize
facility tours in Tokyo and in Nara, for the purpose of helping
individual shareholders deepen their understanding of our
business activities.

+ Tokyo tour
Date: Friday, March 4, 2016
Venues: Try-IE-Lab (single-family house experience facility)
Living Salon
D’s TETOTE (nursing care and welfare equipment exhibition hall)
* Nara tour
Date: Friday, March 11, 2016
Venues: Central Research Laboratory

Daiwa House Industry D-Room
(rental housing simulation facility) Plaza Hall

Nobuo Ishibashi Memorial Museum

Shareholders who participated in the tours evaluated that the
philosophy of the founder had been inherited to date, and that they
deepened their understanding of Daiwa House Group and liked the
company all the more. We intend to continue improving our IR
activities in the future, incorporating feedback from our
shareholders into our programs.
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s ouse
S RN IRAW > RUEE > A/N-LaDEE > TRT TR WA

R ]

FOR INVESTORS

IR15%k

femEMEYACD0
A5 BT

Py Tyt - - bRE  ISEROB IS E -

HRENERA/CED
1=}

2016F4A. WERTHESHEERAS - FERELR.
o ==

MELRTTEVDRY.

Redesigned IR page website

TRY-IE-Lab in Tokyo
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i Co-creating a Brighter Future with Our Shareholders

External Evaluation of Daiwa House Industry’s IR

I Inclusion of Daiwa House Industry in SRI (socially responsible investment) indices

In 2015, Daiwa House Industry was selected for the third consecutive
year following 2013 to be in the Dow Jones Sustainability Asia Pacific
Index (DJSI Asia Pacific). DJSI was jointly developed by the American

MEMBER 0F publisher Dow Jones and the Swiss survey and rating firm Robeco SAM
DUW JPnE'S, , \ in 1999. Listed on the DJSI Asia Pacific are corporations in Japan, Asia,
Sustalnablllty Indices and Oceania selected for their economic, environmental, and social
In Collaboration with RobecoSAM @ achievements analyzed under various items and thus for their sustainable

growth potential. Daiwa House Industry was selected mainly because of
its wide-ranging efforts for the environment through its business activities
that were highly evaluated as sustainable.

FTSE4Good is the SRI index developed in 2001 by the FTSE, a joint
venture between Pearson (which owns the Financial Times) of the UK and
the London Stock Exchange Group. The FTSE carries out its original
2 negative screening (selection control) when setting up a listing, evaluating
.y corporations in terms of environmental sustainability, social issues and
relationship with stakeholders, and human rights. Daiwa House Industry

FTS E4G OOd has been selected for these indices since 2006.

MSCI Global Sustainability Indexes are representative stock indices

2015 Constituent developed by MSCI, USA, which provide exposure to companies with

MSCI % | MSCI Global high Environmental, Social and Governance (ESG) performance. MSCl is

a global company that calculates and provides stock indices for

investors. Daiwa House Industry has been selected for these indices
since 2011.

Sustainability Indexes

MS-SRI is the Morningstar Socially Responsible Investment Index of
Japanese corporations. It was developed by Morningstar Japan K.K. and
MS-SRI | E.5z725 tatmE R REliEg the non-profit organization the Center for Public Resources
Development. Since the index’s publishing on July 22, 2003, Daiwa
House Industry has continuously been one of its component issues.

Recognition by Other Major External Parties

I Ranked 55th in the CSR Corporate Ranking

Daiwa House Industry was ranked 55th in the latest edition (March 5, 2016 issue) of the CSR Corporate Ranking published by the
Japanese economic journal Toyo Keizai every year. TOYO KEIZAI Inc. published this ranking after examining and assessing the 1,325
companies that were mentioned in the 2016 edition of CSR Kigyo Soran (CSR Compendium) in terms of the utilization of human
resources, the environment, corporate governance, and impact on society.

IRanked 31st in NICES

Daiwa House Industry was ranked 31st in the latest edition (published on November 27, 2015) of NICES, which Japan’s premier
economic newspaper, The Nikkei (formerly The Nihon Keizai Shimbun), conducts every year. NICES is a comprehensive evaluation in
which corporations are assessed from the stakeholders’ perspectives under four items: investors, consumers/society, employees and
potential.
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A@i Co-creating a Brighter Future with the Environment

Message from the Executive Officer in Charge

Contributing to the emergence of a sustainable society by solving environmental challenges and

co-creating value with our stakeholders

Global environmental challenges

The global community has had to contend with a variety of
challenges in recent years. These include economic disparity,
poverty, and food scarcity. But among the most salient is the
abnormal weather caused by climate change that has become
increasingly frequent in various parts of Japan and around the
world in the recent past. Clearly, this can be considered an urgent
challenge. In an effort to solve this issue, the global community
adopted major environmental frameworks in 2015: the Paris
Agreement of the United Nations Framework Convention on
Climate Change (COP 21) and Sustainable Development Goals
(SDGs) adopted by the United Nations. In the Paris Agreement, an
overarching agreement was reached to limit the increase in the
mean world temperature to no more than 2 degrees Celsius
above the level seen before the Industrial Revolution. As a
concrete long-term goal, the objective is to achieve zero
emissions of greenhouse gasses attributable to human activity.
As for the SDGs, the primary goal for 2030 is to achieve a
sustainable global society; in addition, 17 goals and 169 targets
address health and welfare, energy, climate change, and social
peace. No matter the framework, the long-term goal is to
implement global environmental initiatives in an international
setting. For us as corporate citizens, we are compelled to ensure
our environmental initiatives accord with this long-term vision
going forward.

Formulating and implementing a long-term
environmental vision and action plan

We formulated our “Sustainable Vision” in order to address these
goals and to contribute to the improvement of human life around
the world. Following the roadmap for the sustainable growth of
the Daiwa House Group, we intend to take on limitless challenges
for the benefit of society and individuals alike. Regarding
environmental issues, we reviewed our existing Medium- to
Long-Term Environmental Vision 2020 in order to address our
goals as the Daiwa House Group; consequently, we have built on
our long-term environmental vision by formulating Challenge
ZERO 2055 with an eye to our 100th anniversary in 2055. With
this initiative, we are taking steps to reduce our environmental
impacts to zero. Through this Long-Term Vision, we have charted
a course to 2055 that identifies our long-term goals in four priority
areas: prevention of global warming, harmony with the natural
environment, conservation of natural resources, and prevention of
chemical pollution. Our goal is to meet the challenge of achieving
“zero environmental impacts” throughout the product life cycle
from procurement, production, and transportation to
construction, habitation, renovation, and demolition.

We also formulated the Endless Green Program 2018, a new
environmental action plan launched in fiscal 2016 that
incorporates the technique known as “backcasting” as a means
of achieving the plan’s long-term environmental goals. With this

l The process of creating value through environmental management

Societal background

(world, Japan, industry)

[wWorld]

@ Global warming and climate
change

@ Population growth and
resource depletion

@ Growth of emerging economies
@ Continuing urbanization
@ Increased economic disparity

. 4

[Japan]
@ Energy shortages

@ Population decline from a low
birthrate and aging society

@ Overconcentration in Tokyo
and a decline in outlying areas

@ Acceleration of the aging of society
@ Community dilution

@ Delayed revival following
disastrous earthquakes

N 4

[Housing & Construction Industry]
@ Increased number of
unoccupied houses
@ Increased energy consumption
@ Reduced service life of housing
and buildings
(adoption of scrap-and-build
type construction)

Business

Requests and
expectations
@ Anxiety regarding large-scale of society

disastrous earthquakes
@ Diverse ways of living and working
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“Zero Environmental Impacts”

throughout the product life cycle

Housing
co-create

Identification of materiality
(priority issues)

outside company)

Endless Green Program

(EGP2018) policies

Prevention of global warming

Promotion of zero energy houses,
buildings and town construction

Harmony with the natural environment

Preserving and creating green
spaces in developments and town
construction

s value for

Conservation of natural resources

Promoting the “3Rs” for construction
waste

Prevention of chemical pollution

Managing soil contamination risk
during land purchases

Foundation of environmental management

O Improving reliability of
environmental performance data

Importance within our Group and globally
to our O Constructing and operating an
_ business environmental law management
(in company) system that is integrated within
our Group



action plan, we intend to accelerate our environmental
initiatives by promoting environmental management
integrated within our Group around the globe using the life
cycle approach to ensure corporate profitability can coexist
with a healthy environment.

“We will carry forward the Japanese spirit of greater harmony
to pursue businesses that contribute to society.” This
founding principle of the Daiwa House Group has inspired us
to become the sustainable company that society demands.

The houses and buildings we offer utilize natural resources
such as wood and metal as well as chemical substances such
as paint and other interior materials. Because these
structures remain in use for many years after construction,
they consume vast amounts of electricity and other forms of
energy. Furthermore, the large-scale developments and town
planning projects that we undertake can have a considerable
impact on the ecosystem and natural environment.

In order to reduce these environmental impacts, it is
essential that we extend our environmental initiatives
throughout the supply chain, which includes our business
partners and customers.

In July 2015 for example, as one initiative in the
procurement phase, we formulated our CSR Procurement
Guidelines. We stipulated wide-ranging procurement
standards regarding social and environmental criteria and
promoted them together with our business partners. As part
of our Endless Green Program 2018, we are scheduled to
accelerate our initiatives in the procurement phase.

On the other hand, an examination of the CO2 emissions
attributable to Japan’s household sector and business sector
reveals that they have increased by about 70% over the past
quarter century, as we have fallen behind in adopting
countermeasures. The adoption of “smart” practices and
devices (that generate energy and increase energy efficiency)
will be necessary in the new housing and buildings to be
constructed in the future. Working together throughout our
company and in collaboration with industry, we will promote
the ZEH (Zero Energy Home) and ZEB (Zero Energy Building)
initiatives. We will also promote energy-efficient renovations
for existing houses and buildings, which are lagging in the
introduction of smart practices and devices; moreover, we
intend to enhance both safety and the comfort of our
customers even as we reduce the quantities of energy
consumed.

As a leader in the construction and real estate industries,
the Daiwa House Group is committed to meeting its
responsibilities. Together with our various stakeholders, we
are contributing to the emergence of a sustainable society
through our environmentally symbiotic housing, buildings and
town planning.

Tatsushi Nishimura

Representative Director and Senior Managing Executive Officer
Executive Officer in charge of the Environment
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Co-creating a Brighter Future with the Environment

Long-Term Environmental Vision

Five years have passed since we formulated our current Medium- to Long-Term Environmental Vision 2020. External
circumstances related to the environment (including COP 21 and SDGs) have changed greatly, and vision is necessary to
accommodate these realities. We reviewed our vision because we had achieved our targets for some indices in fiscal 2015, which
was ahead of schedule. For our new Long-Term Environmental Vision, we identified 2055 as the target year, as that year will mark
the 100th anniversary of Daiwa House Industry Co., Ltd. We aim to contribute to the emergence of a sustainable society as a
Group that co-creates value for individuals, communities, and lifestyles under our Group management vision. We formulated this
vision through three phases (procurement/ business activities / products and services) to encompass four environmental themes:
prevention of global warming, harmony with the natural environment, conservation of natural resources, and prevention of
chemical pollution.

Long-Term Environmental Vision “Challenge ZERO 2055”

As a Group that co-creates value for individuals, communities, and lifestyles, the Daiwa House
Group contributes to the emergence of a sustainable society and is addressing the challenge of zero
environmental impacts.

“Challenge ZERO
. 2
Prevention of
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[Prevention of global warming (Energy / Climate change)]

To contribute to the emergence of a carbon-free society, we are targeting zero CO2 emissions
Challenge (| throughout the product life cycle by promoting thorough energy-efficiency measures and utilizing

renewable energy.

Action 1 We are targeting net zero CO2 emissions H CO: emissions during inhabitance and usage
during usage for the average new (specifications from 2013 are indexed at 100)
. . === Single-family houses
Smgle'fam"y houses by 2025 and for new = Buildings other than single-family houses (offices, stores, etc.)
buildings by 2030. 100

At the same time, we are targeting zero CO: reduced
CO2 emissions (zero energy) town planning 75 iﬁyzggé
by promoting power generation using 50

renewable energy sources and the supply CO0: reduced
. CO: reduced to zero
of low-carbon electricity. 25 to zero in 2030

in 2025 a

2020 2025 2030 (FY)
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Action 2 Our goal is to reduce CO2 emissions (per unit of sales) from all facilities and all business processes to about one-third that
of the fiscal 2005 level by 2030 and to one-fifth by 2055. Furthermore, our goal is to achieve net zero electricity consumption
by 2030 by supplying electricity produced from renewable energy sources that exceeds the total amount of electricity
purchased across our entire Group. Our goal is to achieve net zero CO2 emissions for our entire Group by 2055.

Il CO: emissions per unit of sales M Ratio of power generation using renewable energy sources
to purchased power*
(%) (%)
100 ‘ ‘ 100 °
3 i 100
80 i i
-50% | —67% | —80%
60 § i 50 I
: ‘ 50
40 g |
20 T y
2015 2018 2030 (FY)
2005 2015 2030 2055 (FY) * Power generated using renewable energy sources by our Group + Power purchased by our Group

[Harmony with the natural environment (Preservation of biodiversity)]

In order to preserve and improve our natural capital, our Group shall achieve no net loss of green
@yElllsyl=7l space by ensuring zero deforestation through material procurement and by developing

communities filled with greenery.

Minimize the loss of our natural capital associated with development and improve the quantity and quality of
Action 1 green space by collaborating with our customers when we construct housing, buildings, and towns. Achieve the

objective of no net loss* of green space.

* The concept of offsetting a loss of biodiversity in one location by increasing biodiversity in another location, resulting in no net impact.

. Regarding the building materials used to construct houses and buildings, focus on zero wood procurement that
Action 2 leads to deforestation by 2030 and zero deforestation associated with material procurement across all our
business by 2055.

[Conservation of natural resources (Longer durability / Waste reduction / Water resource conservation)]

To contribute to the emergence of a resource-recycling society, we shall pursue the sustainable use
@i=llsgi=r ey of resources by constructing houses and buildings that are more durable and by pursuing the goal

of zero waste emissions.

Action 1 Extend the durability and increase the variability of our new houses and buildings, and work to create a market
in which safe, high-quality houses and buildings are appropriately evaluated and circulated.

Action 2 Achieve zero waste emissions (recycling and reuse) throughout the life cycle of houses and buildings and
throughout our supply chain by 2030. Achieve zero waste emissions for all our other businesses by 2055.

[Prevention of chemical pollution]

We shall institute appropriate management of chemical substances throughout the life cycle of
Challenge & houses and buildings in addition to minimizing the risk (ultimately to zero) of adverse impacts on
the health of people and ecosystems.

. Identify the risk of chemical substances in the life cycle of houses and buildings, promote reduced use of toxic
Action 1 chemicals, employ substitutes, and appropriately manage chemical substances with using a preventive
approach. Continue to minimize the risk (ultimately to zero).

. Continue working on minimization of the risk (ultimately to zero) through strict management of soil contamination
Action 2 risk, including conducting investigations and applying countermeasures from initial land transaction through the
construction process, employing the same standard to the company’s own land holdings.
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-“IN§ Co-creating a Brighter Future with the Environment

Action Plan for the Environment (Endless Green Program 2018)

About every three years, the Daiwa House Group formulates

a plan with concrete targets. Known as the Endless Green Program

(EGP), it is implemented on a schedule under the Medium-Term Management Plan toward achieving the goals of the Long-Term

Environmental Vision.

In our Endless Green Program 2018 recently formulated for implementation in the period fiscal 2016 to 2018, we are accelerating
our environmental initiatives under the concept of promoting integrated environmental management within our Group and globally
based on the life cycle approach to ensure that corporate profitability can coexist with environmental sustainability.

History of the Action Plan for the Environment

Environmental preservation

Environmental management

2015 ) 2016

2018

porate profitability

Action Plan for
the Environment

Voluntary Action

Plan for the Endless Green

Endless Green

Endless Green Program Endless Green Program

. Program 2010 Program 2013 2015 2018
Environment 2005
Acquired ISO 14001 Achieved zero Achieved a double Created leading-edge Promoted strategic environmental Promoting integrated environmental
certification emissions at housing score for CO2 examples of reduced activities integrated with our management within our Group and globally
construction sites CO2 business strategies based on the life cycle approach
| Three Group companies including Daiwa House Industry | ‘ 13 Group companies | ‘ 29 Group companies ‘ ‘ 33 Group companies ‘ | 145 Group companies ‘

The Daiwa House Group has identified four environmental themes
(social issues) associated with its business that hold a high
degree of interest for stakeholders as well. Initiatives will be
promoted in the three phases of Business Activities; Products and
Services; and Procurement (a new phase).

In the Business Activities, we promote manufacturing that
demonstrates a high degree of productivity with regard to
resources and energy efficiency. This is achieved with efficient
facilities and equipment infrastructure as well as with innovative
business processes at each stage of the operational process. In

Overall Action Plan for the Environment

this way, we are reducing environmental impacts. In the domain of
Products and Services, we are strengthening initiatives
supporting global warming prevention and the preservation of
biodiversity through development and dissemination, including
the promotion of eco-friendly houses and buildings. Furthermore,
in the relatively new phase of Procurement, we are implementing
collaboration on joint ownership and improving environmental
policy initiatives with our suppliers with the goal of procuring raw
materials having low environmental impacts.

4 ) e . 2
Environmental Initiatives in Three Phases
RV @=Ta\T(elaInl=lai IR TEI IS New JProcurement Bl Businessactivities [l Products and services
social issues) : . . £
( ) Resource Office work / Single-family / Increasing s
extraction Vehicles Rental housing o o2
Harmony with - . profitability in =2 @
) h | Transport of raw Factory / Logistics Condominiums anvirenmemel s B3 S
Prevention of the natura materials ] g x 3 @
environment Construction / Renovations 3< 2
global . Material Renovation e — 8 s
i (Preservation of : Commercial facilties / Minimizin 2
W) i production Demoliti Office buildi 9 27 S
biodiversity) , emolition lceuldigs environmental =i 2
Material transport Office buildings Environmental energy | impacts through our § £ ﬁ
business operations 52
Conservationof ~ Prevention of B SE s
natural chemical Minimizing o8 2
resources, pollution, Environmental risk management environmental risks o2 ]
Water resource Prevention of soil (waste management, pollution control, soil contamination control, etc.) through Group g. =
conservation contamination I S integration 3
Strengthening the foundation of environmental management
- J

Achieving
zero
environment
impacts by
2055

Establishing targets through “backcasting”

Establishing targets by
means of “backcasting”

In identifying the targets for our four themes introduced

. . « L Adopting targets that consider Long-Term
above, we applied the technique of “backcasting” for the the results of our Action Plan o
Long-Term Environmental Vision we formulated as our (e D SR, (i Vision

2030

market environment, and

objective for 2055, when we will mark our 100th national targets o
anniversary. We have identified the period from 2025 to EGP2018
2030 as our milestones, and have identified the levels to be

attained after three years. EGP2015
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Policies of Endless Green Program 2018

Environmental Theme

Phase Degree of Improvement

Policies

Prevention of global
warming

Procurement Implementation

Supporting energy efficiency among suppliers and formulating a certification system for
energy-efficient building materials

Business activities | Continuous improvement

updating of facilities

Incorporating smart innovations in new facilities
Continuing improvements to energy-efficient operations in existing facilities and the systematic

Products and services | Priority improvement

Promoting the construction of zero energy houses, buildings and towns
Expanding the power generation business by adopting renewable energy (wind, sun, water, biomass)

Harmony with the
natural environment

(Preservation of biodiversity)

Procurement Continuous improvement

Promoting sustainable wood procurement

Business activities |Maintenance and management

Promoting environmental greenery in Daiwa House Industry and its Group facilities

Products and services | Priority improvement

Promoting the preservation and creation of green spaces in development and town planning

Conservation of
natural resources,
Water resource
conservation

Procurement Implementation

Identifying risks to resources and water from primary building materials

Continuous improvement (natural resources)

Business activities .
Maintenance and management (water)

Promoting the application of the “3Rs” (reduce, reuse and recycle) to construction waste
Promoting the adoption of water-saving devices

Continuous improvement (natural resources)

Promoting the adoption of resource-recycling products (exhibiting greater durability and longer

Prevention of
chemical pollution,
Prevention of soil
contamination

Continuous improvement (soil)

Products and services . service life and conserving resources) Promoting reproduction building materials

Maintenance and management (water) Promoting the adoption of water-saving devices

Maintenance and management (chemicals) | Strengthening the management of chemical substances in the procurement of building materials
Procurement

Strengthening the management of soil contamination risks during land purchases

Business activities |Maintenance and management

reducing VOC emissions

Reducing the release and transfer of PRTR-listed hazardous chemicals during the production stage;

Products and services | Continuous improvement

Further improving indoor air quality in residential facilities
Expanding the response and solution to soil contamination incidents

Strengthening the foundation of environmental
management / Environmental risk management

Improving the reliability of environmental performance data within the Group and globally
Devising and implementing an environmental law management system within the entire Group

Targets of Endless Green Program 2018

Environmental ) EGP2018 Long-Term Environmental Vision
Th Indicator
eme 2015 results | 2018 targets 2030 2055
CO:2 emissions per unit of sales (compared with fiscal 2005 level) -50%* -53% 22:/Dugﬁ%?::leeisncgronzp:?;‘gsv‘v?&s 80% decrease in CO» emissions
o L oMok 2120 - per unit of sales compared with
CO: emissions (compared with fiscal 2005 level) 30% 33% the fiscal 2005 level fiscal 2005 levels
; Renewable ene owel
Prevention of global | Ratio of renewable energy power generation to electric 379* 50% ene:;tion excéggspel\gmrﬂc v
warmin power purchased ° ° 9 Net zero CO2 emissions
g power purchased
Net zero CO2 emissions during
it ; usage of new buildings Zero CO2 emissions from town
e A0 LT 3700000t* | 3900,000t (2025 for single-family houses, | planning
2030 for buildings)
fzrirrg gv‘zfgée:tritcii?eﬁseﬂygg o |Zero deforestation arising from
. - i terial t for all
Harmony with the Ratio of C-ranked wood in procured wood 4.7% 0% building material for houses Euas&r\ezspsrzglllﬂrzmmtgn or al
natural environment and buildings
(Preservation of biodiversity) Surface area of green spaces 724,000 m?2 | 910,000 m? Expansion of green spaces No net loss of green space
- P —— - lost < green
Compliance rate with self-standards for biodiversity Determining quantity of green (green space
conservation (development) 100% 100% space lost space created)
Construction waste emissions (production; compared with _ i
fiscal 2012 level) 9.3% 14.0%
Construction waste emissions (new construction; compared _ 0 _ 0,
with fiscal 2012 level) 19.5% 15.0%
i 0,
Trodueren °8.7% 23570 WEED EliSsIais g Zero waste emissions across
Conservation of New construction 93.5% o thlgﬁgcgde Ciftetecsiend all business segments
natural resources, | Recycling rate Civil engineering 99.3% =P
Water resource —— o
: iti
conservation 96.5%
Renovation 78.7% >85%
Ratio of houses certified under the Long-Life Quality 89.9% 90%
HalsinglEsitificationiSystsm gl ° Prolonged life of houses and buildings
Adoption rate of pre-engineered buildings 48% 60%
Wat ti it of sal d with fiscal
Zoizerlecvc;r;)sump ion per unit of sales (compared with fiscal -26.8% —30%
Release and transfer of PRTR-listed substances (compared _
Prevention of with fiscal 2012 levels) -39.5%" 40%
chemical poIIution, Reduction of VOC emissions (compared with fiscal 2013 levels) —12.8%* —7% Minimizing the risk (ultimately to zero)
Prevention of soil Compliance rate with self-standards for indoor air quality of
L idential facilit 68% >100%
contamination res@ent@l faclhtles. - :
Serious risks of soil contamination during land purchases Zero Zero

Strengthening the foundation of
environmental management /
Environmental risk management

Improving the reliability of environmental performance data within the Group and globally

Devising and implementing an environmental law management system it within the entire Group

* Results from EGP2015 in fiscal 2015 differ from EGP2018 because of differences in calculation methods, scope, and standard fiscal year.
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-cIN§ Co-creating a Brighter Future with the Environment

Identification of materiality (priority issues)

During the formulation of the Endless Green Program 2018, new Action Plan for the Environment, the Daiwa House Group newly
extracted the materiality in consideration of the importance to our business and the demands and expectations of society
regarding our environmental initiatives. We identified the priority issues with reference to the opinions of experts.

For the Endless Green Program 2018, we compared our action levels for the priority issues and other issues identified and
determined critical improvement themes and relevant policy.

Process for identifying materiality

SsTEP | Identify and arrange the
1 themes

Extract the priority issues

STEP |Incorporation into
4 the Action Plan for
the Environment

STEP Identification of
validity materiality

STEP Confirmation of

STEP
1 Identify and arrange the issues

Regarding the focal themes of our environmental initiatives that we
have identified as a foundation for our Group, we cross-checked
them against various international codes, assessment items of the
main SRI indices, and policies of industry organizations and the
like. Moreover, we extracted another six themes. In addition, we

Previous efforts of the Daiwa House Group

Business Activities
ECO Process
Development / Design Prevention of

Services

Conservation
of natural
resources

A\ 4 Harmony with
Production at plants the natural
- environment

Logistics

Renovations
v Prevention of
On-site construction chemical
pollution
v
Demolition / Recycling
Environmental risk management
(waste management, pollution control, soil contamination measures, etc.)

Six environmental themes related to our Group

0 Prevention of global warming (Energy / Climate change)

@ Harmony with the natural environment (Preservation of biodiversity)

Conservation of natural

Products and

ECO Products

v global warming Single-family houses
ﬁ,’?ﬁ‘g@%ﬁ;@t Rental housing

Condominiums

Commercial facilities
Office buildings
Environmental energy

classified them into three phases as either upstream (procurement)
or downstream (products and services) mainly as business
activities in relation to the scope of their impact on our business.
We identified 18 themes (6 themes X 3 phases) in total based on
our life-cycle approach.

Identification of social issues

1ISO 26000

GRI guidelines

United Nations Global Compact
United Nations SDGs
Environmental rating

Eco Action by industry organizations

oo e e

v

Three phases imparting environmental impacts

Upstream Busi tivit Downstream
(procurement) ~ PUSINESS ACUVILIES (504t and services)

Resource extraction Development / Design Habitation / Usage

! ! !

- Water resource conservation Primary processing  Production (plant) Demolition
g'a W::g?,gg&%g%?r durability / 9' (Water risk / Water conservation) i i i
Secondary processing Logistics Recycling
e Prevention of chemical 9 Prevention of soil i
-a pollution “M contamination
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STEP

1 Extract the priority issues

Regarding the 18 themes that we identified in Step 1, we employed of society; and the degree of importance to our business.
the perspective of “corporate profitability coexisting with Furthermore, when assessing the demands and expectations of
environmental sustainability” to identify priority issues using a society, we reconciled any gap with our hypothesis through direct
two-axis assessment; larger or smaller demands and expectations dialogue with stakeholders.

,_
o
=

=}
@

@ Our company’s analysis (hypothesis)

Quantitatively determine the degree of interest
in an environmental issue (number of news
items and number of evaluation items from the
main evaluation organizations) and our
contribution to the impact (our share of the
environmental impact or our degree of
participation).

Identify priority issues according
to “degree of importance to our
business” and “demands and
expectations of society.”

Demands and expectations
of society

small.  Degree of importance to our business Large
@ Evaluation by stakeholders
Determine the average score of a five-level
evaluation by stakeholder (customers, business
partners, shareholders, and other investors) (Opportunity side)

Large Research the risks and
opportunities relevant to each

E ¢ Moderate issue and assume a degree of
E‘g Small impact (opportunity side at
. . il the top, risk side at the
(3) Dialogue with stakeholders °a Low < Possibility of occurrence — High  bottom) with the horizontal
Exchange opinions regarding our company o3 small axis representing the
analysis (1) and the results of judgments by 2 S possibility of occurrence.
stakeholders (2) and classify them according to O ® Moderate Determine the importance to
three levels as to the extent of the demands and our business from both
the expectations of society. Large perspectives.
(Risk side)
I Date: Thursday, January 28, 2016 1 Opinions:
I Venue: Daiwa House Industry Co., Ltd. Head Office 2nd-floor
conference room ® The company should make a greater effort to develop and adopt products that
I Theme: Important environmental issues our Group should address help to prevent global warming because doing so will contribute to improved

corporate competitiveness.

® Town planning that emphasizes preservation of biodiversity is regarded as
having added value now, but it will also lead to improved property values over the
long term. In the future, this approach will become commonplace.

® As the illegal felling of tropical forests was criticized at the COP 21 climate
change conference, the company should make efforts to reduce raw material
procurement risk by taking the initiative with regards to the supply chain in the
future.

I Participants: Two customers (housing and buildings), one business
partner, one shareholder and one investor

@ Extending the service life of buildings and increasing their durability present
business opportunities for Daiwa House Industry, as such initiatives contribute to
resource conservation and help to improve property values for customers.

® The discovery of any soil contamination can lead to considerable expenses
during the demolition or sale of a used building. The company should properly
manage this risk when procuring land.
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—((i\ Co-creating a Brighter Future with the Environment

SEP Confirmation of validity

(Experts’ dialogue)

Regarding the important issues we identified in Step 1, we have
evaluated the validity through direct talks with experts, including
the process for identifying materiality. We welcomed the opinions
of these experts, especially the latest findings from a particularly
long-term viewpoint and global perspective.

Experts’ dialogue
I Date and time: Monday, February 29, 2016, 13:00-16:00

1 Venue: Daiwa House Industry Co., Ltd. Tokyo Head Office 2nd-floor conference room
1 Theme: Important environmental issues our Group should address
I Experts: Main viewpoints covered

* When we consider the materiality of the Medium-Term Action Plan for the Environment, one can say that
the specific process and content have been carried out appropriately for the most part. Of course, it will
be necessary to conduct regular reviews in the future because the materiality might change with respect
to the long-term environmental vision, just as CO2 reduction targets are being reviewed every five years
according to the terms of the Paris Agreement signed at COP 21.

+ Regarding the water issue overseas, regional characteristics have resulted in social risk. Attention is
necessary for points whose risks and issues must be identified, as they will greatly change if the
business focus is shifted overseas in the future.

+ Regulatory factors are considered risks currently, but they can also be regarded as opportunities when

Toshihiko Goto viewed from a long-term perspective. So, recognizing factors from a perspective of increasing the
Chief E ive OfficéF Sustainability F J company’s competitiveness reveals that one’s point of view is important for taking advantages of
ief Executive Officer, Sustainability Forum Japan opportunities.

* In terms of the process, | formed the impression that it was carried out effectively. In the future, | suggest
the analysis should be undertaken by subdividing every business in order to measure the relevance to
the business.

* While it is important to involve external stakeholders, | suggest that you must involve more internal
people from within the company in the discussions when identifying issues and considering solutions.

* Regarding extending the service life of houses and maintaining property values, | felt that the issues of
“resource conservation” X “products” should be high in importance from the perspective that
Japanese housing should be afforded particularly high relevance.

h

L L + Formally determining materiality is necessary, but it is also important to apply it to the Medium-term
Hidemi Tomita Action Plan for the Environment and to specifically indicate the types of initiatives required. | hope that
you will connect with these initiatives and strategically promote them.

Senior Project Principalf ERQA Japan

Our response

We received a number of opinions this time, including a process for identifying and for reviewing
materiality, but we felt that it was still unsatisfactory in terms of the process. It will be necessary to
further improve this area in the future.

In particular, the business of our Group diverges into many branches with differing business
models, so it is necessary to analyze the various business supply chains when pursuing important
issues. In terms of the various regulations, we came to understand that these regulations are
linked to a contribution to society as well as to improved corporate profitability from the seizing of
business opportunities; they do not represent only negative risks.

Tatsushi Nishimura - , . . . .
Representative Director and Senior Managing We welcome the opinions of a variety of stakeholders and we will continue to review materiality

Executive Officer , and steadily implement our new Action Plan for the Environment (EGP2018) in response to these
Executive Officer in charge of the Environment

Daiwa House Industry Co., Ltd. opinions from now on.

081 DaiwaHouseGroup CSR Report 2016



STEP

3 Identification of materiality (priority issues)

In keeping with “confirmation of validity” in Step 2, we conducted the final review in the company mainly with the Executive Officer in charge
of the Environment and the relevant departments. We identified the most important priority issues (framed in red in the table below) by
sorting out the importance in line with the results of an assessment according to the “materiality map” from the prospective of both our

company and our stakeholders.

Materiality map

IE' Priority assessment: High (most important priority issues)

Priority assessment: Medium Priority assessment: Low

+ Prevention of global warming (procurement)

« Prevention of global warming (business activities)
- Prevention of global warming

,_
o
=

=}
)

of society

+ Conservation of natural resources (products and
services)

+ Harmony with the natural environment
(business activities)

- Conservation of natural resources (procurement)

« Water resource conservation (procurement)
« Water resource conservation (business activities )
« Water resource conservation (products and services)

»Harmony with the natural

environment (products and services)

+ Harmony with the natural environment (procurement)
+ Prevention of chemical pollution (products and services)
+ Prevention of soil contamination (products and services)

« Prevention of chemical pollution (procurement)
+ Prevention of soil contamination

(products and services)
- Conservation of natural resources
(business activities)

« Prevention of soil contamination
(procurement)

(business activities)

Demands and expectations

+ Prevention of chemical pollution (business activities )

Small

STEP

Regarding the priority issues that were identified in Step 3, we
decided to incorporate the relevant policy for each theme in
consideration of our action level.

We identified prevention of global warming (products and
services) and harmony with the natural environment (products and
services) — issues of high priority for both society and our
company — as well as our own initiatives that had not been
sufficiently addressed as Priority Improvement Themes. We intend

Degree of importance to our business Large

Incorporation into the Action Plan for the Environment
4 (Endless Green Program 2018)

to actively implement improvements. Moreover, we have identified
Continuous  Improvement Themes and Maintenance and
Management Themes for other issues equally as follows. Regarding
the new phase of procurement that we have adopted this time, we
will promote our initiatives as Implementation Themes with respect
to the prevention of global warming, conservation of natural
resources, and water resource conservation, which we have not yet
been able to address.

Environmental Theme Phase Relevant Policy Assessed Priority Our Action Level
. . Procurement @ Implementation Medium None
Prevention of global warming - — - - - .
. Business activities @ Continuous improvement High High
(Energy / Climate change) - ———— - ®
Products and services @ Priority improvement High Medium
Harmony with the natural Procurement @ Continuous improvement Medium Medium
environment Business activities @ Maintenance and management Low Low
(Preservation of biodiversity) Products and services @ Priority improvement High Medium
Conservation of natural Procurement @ Implementation Low None
resources Business activities @ Continuous improvement High High
(Longer durability / Waste reduction) | products and services © Continuous improvement Medium High
Procurement ® Implementation Low None
Water resource conservation Business activities @ Maintenance and management Low Low
Products and services @ Maintenance and management Low Medium
. . Procurement @ Maintenance and management Low Medium
Prevention of chemical - — : -
pollution Business activities @ Maintenance and management Low Medium
Products and services @ Continuous improvement Medium High
. . Procurement @ Continuous improvement High High
Prevention of soil - — - ~
contamination Business activities @ Maintenance and management Low Medium
Products and services @ Continuous improvement Medium Medium

@ Priority improvement: Applies to themes with a priority assessment of High and an action level of Medium, indicating aggressive improvement is needed.
® Continuous improvement: Applies to themes with a priority assessment of High and an action level of High, or a priority assessment of Medium and an action level of High or Medium,

indicating we will undertake continuous improvement.

@ Maintenance and management: Applies to themes with a priority assessment of Low and an action level of Medium or Low, indicating we will work to maintain the current levels.
® Implementation: Applies to themes of No Action Taken, indicating new steps will be undertaken.
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—’(‘\ Co-creating a Brighter Future with the Environment

Action Plan for the Environment (Endless Green Program 2015)

To achieve its Environmental Vision, about every three years the
Daiwa House Group develops and implements the Endless Green
Program, which includes specific goals and plans in line with the
time frame of the Medium-Term Management Plan.

The Endless Green Program 2015, spanning the period fiscal
2013 to 2015, sets goals based on the concept of “corporate
profitability coexisting with environmental sustainability.” It also
emphasizes “strategic activities for the environment,” which are
promoted through integration with our business strategies,
including environmentally conscious efforts in the development of
homes, buildings, and towns. We also encourage all employees
of the entire Group to engage in “basic activities for the
environment,” which are designed to fulfil our social
responsibilities. Efforts are further made to enhance the
foundation of our environmental management, including systems
and frameworks that support the aforementioned activities.

B Framework of the Action Plan for the Environment

Coexistence of
environmental sustainability
and corporate profitability

Promoted in @ Perspectives of corporate o~
integration with our sustainable growth L
business strategies p Imrovementof  Actisvemert of ’:;’;g;‘:“?;g

f?)tl‘rtar:qelﬁvei‘f(::lrir:f:t brand image profits interms of the environment
@ Perspectives of contribution +
Fulfilling our social to a sustainable society
responsibilities Environmental  Environmentalimpacts Minimization of
Basi tiviti » impacts fromour  from d impacts
aStclactivities company downsiream through corporate activities

for the environment
Foundation of
environmental management

System and framework that support
environmental management

Strategic activities for the environment

As one of our growth strategies, placing greater emphasis on creating “smarter” and more eco-friendly
houses and buildings, and expanding eco-friendly business

We identified opportunities and risks in terms of our
environmental business based on social and environmental
issues, policies, trends involving other companies, and other
factors related to the growth strategies of our Medium-Term
Management Plan. We also identified our strengths and
weaknesses from results as well as issues from the Action Plans
for the Environment implemented in the past in addition to making
comparisons with other companies in the same industry. We then
analyzed the identified results to determine the basic policies and
focal themes for strategic activities for the environment; moreover,
we established goals in line with the management plan in each
business area.

As the population of Japan continues to decline, the new
housing and construction market can be expected to continue
shrinking. For the Daiwa House Group, it is essential that we add
greater value to housing and construction while enhancing and
expanding a wide range of related business areas in order to
maintain growth.

In environmental terms, zero energy houses and buildings will
add significantly greater value across all business segments. We
will focus our efforts on addressing issues related to a carbon-free
society while contributing to the emergence of a society
committed to recycling and living in harmony with nature, all of
which are regarded as growth segments. As for our wide range of
related business areas, we are promoting our environmental
business to address social issues such as environmental energy
while maintaining our existing home business segments.

Basic policies of the growth strategies

i i Results and issues from the
Cun:elnt status of envwonmelntz?l issues Action Plans for the Environment
Policies and other companies’ trends Comparisons with other companies in the same business
. . 4

+ Increase in needs for energy saving and power saving _":’ + Our own technologies for energy saving/creation/storage,
+ Expansion of the renewable energy power generation TS energy management, greening of buildings, etc.

business (=t - Many successful efforts in our leading-edge CO2
+ Increase in needs for urban greening g saving projects at our company's facllties for various
+ Growth of existing home business, etc. [} uses, ec.
+ Tightened regulations for energy saving performance 2 R
+ Use of lumber that may result in ecosystem destruction % m&g#’ﬁéﬁ” fechnologies and senvices n the
+ Hikes in prices of construction materials due to the . . .

depletion of fossil fuels and other energy sources % Insufficient efforts that make use of the integrated

N . ¥ S| capabilities of the entire Group, etc.

+ Tightened regulations for chemical substances, etc. =

Basic policies for strategic environmental activities

(1) Promote “Smart & Eco” in housing, constructions, and town planning.
(2) Expand businesses related to the environment in coordination with our core business.

(3) Strengthen environmental technology development and environmental marketing
functions.

Basic activities for the environment

Continuous promotion of four ECO efforts according to three phases

We are accelerating our efforts in both the “ECO Process” aspect,
in which we seek to reduce the environmental burden by
increasing the efficiency of our business activity process, and in
the “ECO Products” aspect, in which we develop and promote
housing and construction that are considerate toward the
environment. We are also promoting the research and
development of “ECO Technology,” which will become the
foundation for next-generational environmental technologies, as
well as giving efforts toward “ECO Communication” to effectively
spread information on our environmental efforts. To promote
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Prevention Conservation
of global of natural
warming resources

ECO ECO
Process Products

The four ECOs Four focal themes

Harmony with the

e e I
Technologies Communication environment .
(Preservation of pollution
biodiversity)



these strategic environmental initiatives, it is important to ensure
the successful implementation of basic initiatives for the
environment. We promoted the four ECOs and the four focal
themes from the perspective of corporate social responsibility.

In formulating our basic policies, we divided our initiatives into
the following three phases in order to differentiate between those
that are being implemented at an advanced level and those that
require further improvements, taking into account the impacts
that our company might have on society and demands from
stakeholders as well as gaps between the current level of efforts
and medium- and long-term goals: priority themes, continuous
improvement, and maintenance and management. We also
identified goals for these groups.

Themes ECO products ECO process
Prevention of global warming| @ Increase in contrbution to reducing CO2 emissions | @ CO2 emissions reduction
Conservation of natural @ increase i the durabilty of housing @ 3Rs of waste
resources @ Increase in resource recycling-oriented products (reduce, reuse, recycle)

@ Continuance of wood procurement assessment

. Implementation of the guidelines for procurement
assessment by the entire Group

Harmony with the natural
environment

.Town planning in harmony with nature
(Preservation of biodiversity)

. Increase in chemicals for which indoor air quality
management s required
. Management of chemical substances by the entire Group

Prevention of chemical

‘ Promotion of improvement activities involving
pollution

the entire Group

@ Priority themes: Themes that need to be further addressed
@ Continuous improvement: Issues that have been addressed and have already reached a high level but need continuous efforts to ensure further improvement
. Maintenance and management: Issues that have been addressed and have already reached a high level and will be addressed to maintain the current level

AR EURTRG NN POIER Basic policies for basic activities for the environment

(1) Promote measures against global warming in both products & services, and in our
business activity process.
(2) Promote development and town planning that protect biodiversity.

Foundation of environmental management

Expansion to include overseas Group companies and supply chains, and the establishment of a system
that encourages the development of human resources and the participation of all employees

In order to implement strategic and basic environmental activities steadily
and efficiently, it is essential that we strengthen the foundation of
environmental management, including promotion systems and plans.
Throughout the three-year implementation period of the Endless Green
Program 2015, our efforts are being focused on sharing our
environmental policies with major Group companies located in other
countries and raising awareness of the environmental impacts of their
operations. This is based on an understanding that our stakeholders, in
their assessment of the corporate environmental management, have
recently emphasized environmental initiatives involving cooperative
efforts among the members of our Group and supply chains.* We also
promoted cooperation with our business partners — including affiliates
engaged in the manufacture and construction of houses and buildings,
material procurement companies, and affiliates providing facility
maintenance services — in energy-efficiency initiatives, the development
of environment-friendly products, and other activities.

Report on the Results of the Endless Green Program 2015

The development of human resources is also essential for promoting
environmental management, as it is for business management. We will
therefore develop leaders with environmental knowledge and executive
skills through the Group’s efforts at jointly promoting information-sharing
among companies and departments. In order to introduce ingenuity and
creativity through a bottom-up approach that ensures all employees are
voluntarily engaged in environmental initiatives, we are providing
improved environmental education and training programs with the aim of
further promoting their efforts.

* A network of organizations involved in activities from supplying products and services to
delivering them to consumers

Basic policies for the foundation of
environmental management

Action Plan for the Environment 2015

(1) Expand environmental activities globally to business partners.
(2) Raise all employees’ awareness of participation in environmental management.

Focal theme 1

Prevention of

global warming towns.

Utilize wind, sun and water to the maximum and
promote the development of zero-energy-loss

For details p. 85

~

Focal theme 2

Harmony with
the natural
environment

Pass on the rich natural environment to future
generations in the spirit of our key phrase,
“Greening will change communities.”

For details p. 95

N

Focal theme 3 'HN

Conservation of ‘;

natural
resources

service life.

Remain dedicated to a society committed to
recycling while promoting the achievement of zero
emissions, resource conservation, and extended

For details p. 103

Focal theme 4 M ;
Prevention of

chemical
pollution

Strengthen the management of chemical
substances to reduce risk. Minimize the risk to
humans and the ecosystem.

For details p. 109

NN

Related page P153-154 Results in the Action Plan for the Environment (EGP2015) and Self-assessment (in Japanese only)
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warming

Focal 1
theme

Prevention of global

(Energy / Climate change)

= Co-creating a Brighter Future with the Environment

In addition to minimizing our CO2 emissions
working toward the goal of maximizing the

Policy and Concept

| Social issues |

Responding to increased CO: emissions from homes and
businesses in Japan:

Japan announces a new reduction target after signing the
Paris Agreement at the COP 21 meeting.

At the 21st Session of the Conference of the Parties to the United Nations
Framework Convention on Climate Change (COP 21) held in December
2015, the parties signed the Paris Agreement as a new international
framework to address the need to reduce greenhouse gas emissions in
these sectors have also advocated the goal of a 26% reduction in
greenhouse gas emissions by 2030 relative to fiscal 2013, and an 80%
reduction by 2050.

If we look at CO2 emissions in Japan by sector, households and
businesses account for approximately 40% of the entire amount. CO2
emissions in these sectors have increased by approximately 70% in the
past quarter of a century. After the Great East Japan Earthquake, the issue
of power supply and demand has also become a prolonged problem.

Ratio of CO2 emissions in Japan by sector (Fiscal 2014)

Ii Other
About 40% 13%
by household Household
and business sector
sectors —— Industrial sector
— 34%
 —
Increase of Transportation
about 70% Business and —— sector
in the other sectors o
past 25 years 21% 17%
- Source: Greenhouse Gas Inventory Office of Japan

Expectations of stakeholders

Development and spread of Use and spread of power
energy-saving houses and generation by renewable
buildings energy sources

Promotion of the improvement of
the energy saving performance
of existing houses and buildings

.

Risks and opportunities for the Daiwa House Group

Long term @ Regulate business activities by strengthening control of CO2
emissions and increase relevant investments.

Business processes with
reduced CO2 emissions

Short term @ Initial cost of houses and buildings increase as a result of

the Energy Conservation Act for buildings.
Opportunities

Long term ® The environmental real estate market expands as a result of
strengthened control of CO2z emissions.

Short term @ Responding to customer demand for energy efficiency and
electricity conservation results in higher added value of housing
and buildings and expansion of our business domains.
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| What the Daiwa House Group aims to achieve |

Contributing to the emergence of a carbon-free society
through maximum application of efficient wind, sun and
water power while developing zero-energy-loss towns

By utilizing wind, sun and water power to the maximum, our Group is
engaged in developing zero-energy-loss towns, thus contributing to the
emergence of a carbon-free society and increased energy efficiency.
Houses and buildings are inhabited and used over a long period of time
and generate significant CO2 emissions throughout their life cycles. It is
therefore even more important that new houses and buildings incorporate
energy efficiency, energy generation, and smart features.

To this end, we are promoting a new initiative for effective and broad
expansion throughout towns and regions in addition to zero-energy-loss
individual buildings that convert wind, sun and water into energy for use in
daily life.

In the future, we will achieve a carbon-free society by enabling towns
and local communities to generate their own power and share power
flexibly among houses, buildings, and towns. In addition, we will offer the
means for sharing the power plants using renewable energy sources
among local residents.

Development of zero-energy-loss towns utilizing energy
from wind, sun and water (conceptual illustration)




as a corporate citizen, we are promoting the development of “zero-energy-loss towns” by

generation of energy from wind, sun and water.

Long-Term Environmental Vision
“Challenge ZERO 2055”

Adopting the goal of zero CO: emissions
throughout the product life cycle by contributing
to the emergence of a carbon-free society by
incorporating thorough energy-efficiency
measures and utilizing renewable energy

Developing houses, buildings and

Action 1 towns generating zero CO2 emissions

Our goal is to achieve net zero CO2 emissions throughout
the service life of the average newly constructed building. We
intend to achieve this goal by 2025 for single-family houses
and by 2030 for other buildings. At the same time, we are
promoting power generation using renewable energy
sources and the supply of low-carbon electricity while
developing zero-energy-loss (zero CO2 emissions) towns.

l CO: emissions during inhabitance and usage
(specifications from 2013 are indexed at 100)

Single-family houses
= Buildings other than single-family houses (offices, stores, etc.)

100
75
50
CO:2 reduced
to zero
25 in 2030
1
2013 2020 2025 2030 (FY)
. Net zero CO:2 emissions of our
Action 2 o2 2 emissi u

Group

Our target is to reduce our CO2 emissions (per unit of sales)
to one-third of fiscal 2005 levels by 2030 and to one-fifth by
2055 across all facilites and business processes.
Furthermore, we intend to achieve net zero electricity
consumption by supplying electricity produced from
renewable energy sources in excess of the amount of
energy purchased throughout our Group by 2030. In 2055,
we aim to achieve net zero CO2 emissions throughout our
Group.

Hl Ratio of power generation using renewable energy
sources to purchased power*!

(%)

100 o
100
50 ®
_
50
2015 2018 2030 (FY)

*1 Power generated using renewable energy sources by our Group +
Power purchased by our Group

Summary of Initiatives in Fiscal 2015

(Main initiatives of our Long-Term Vision)

Action 1

Housing

xevoy Grande

Construction

Our Smart xevo Eco Project for energy self-sufficient
houses aims to enhance quality of life.

Introducing xevoX Grande

We have introduced a highly insulated single-family
house that incorporates environmental features,
resulting in an energy bill of zero.

Energy self-sufficient houses have been
designed and started construction.
(SECUREA Toyota Kakimoto)

We are promoting the Smart Eco Project, a zero energy
building (ZEB) demonstration project within our facilities.

ZEB demonstration within our facilities

(Royal Home Center Tsushima Branch)

We have incorporated what we have learned from a
demonstration project undertaken within  our
facilities to develop the D's SMART Series. This
product offers packages of environmentally friendly
technologies for buildings serving diverse purposes.

By merging state-of-the-art technologies with
natural features, we have constructed 30 ZEB
structures (including ZEB-Ready and Nearly-ZEB structures).

Royal Home Center Tsushima Branch

Action 2

Energy
generation

Energy-saving

CO2 emissions

reduction ratio
(per unit of sales)

Power generated using renewable energy sources in excess
of the electricity we purchased
Il Ratio of power generation using renewable energy sources to
purchased power*2
- =) Daiwa House Industry (target)
- =) Daiwa House Group (target)

—@ Daiwa House Industry (result)

()
(%) —@® —® Daiwa House Group (result)

180 163
150 ®
120 13
90
60
29 40
30 10 o
S I
0 o——© 28
2012 2013 2014 2015  (FY)

*2 Power generated using renewable energy sources by our Group + All power purchased by
Daiwa House Industry or our Group

CO:2 emissions reduction per unit of sales resulting from our
Groupwide energy efficiency project

50% reduction (relative to 2005 level)

(%)

-50 -39.0% —436% @

(@

2005 2013 2014 2015 (FY)
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—’(i\ Co-creating a Brighter Future with the Environment

Implementation report on the Endless Green Program 2015

Focal 1 Prevec:;:ﬂ?lfggbbal Contribution to reducing CO:z emissions through our products

theme (Energy / Climate change) and services

| Basic Concept , )
Using energy generated by wind, sun and water to

Contributing to the emergence of a society the maximum to develop zero-energy-loss homes,
committed to renewable energy and buildings and communities
minimized energy consumption

The Daiwa House Group is supporting the emergence of Contributing to the emergence of a carbon-free society
carbon-free  society by promoting the development of by developing zero-energy-loss towns across the country

zero-energy-loss towns across Japan. This initiative seeks to

generate energy by utilizing wind, sun and water energy — -

sources to the maximum. While energy consumption can be

minimized through the smart use of natural wind and sunlight, Developi i-sufficient h dl hi

the objective is to achieve a balance between the amount of (1] th?evgrfgrr;%iet?:sr%);]:%l'c;\?v?\sl(i;rﬁ?ativ%uasgrsogg oo it

energy generated and the amount consumed throughout the y

year. 9 Utilizing expertise acquired in-house; from ZEB to
Moreover, our goal is not only to remain with a zero energy energy self-sufficient buildings

balance; we are also working to develop energy self-sufficient

houses, buildings, and towns. We remain dedicated to

providing society with added value that contributes to new

9 Widespread adoption of renewable energy and
expansion of the electricity retailing business

lifestyles.
B Our Zero Energy Concept B Simulating the Zero Energy Offering customer proposals using our
(ZEH, ZEB) Concept

Guidelines for Design for the Environment
(for construction of commercial and office buildings)

Ener nsumption
ergy consumptio Remainder

Passive Active

control control

In 2009, we developed Guidelines for Design for the Environment,
. which  we continue to employ. The Guidelines provide
Air-conditioning
and ventilation

Utilization
of nature
(light, wind,

greens) explanations of environmental features and layout points and

supports proposals for environment-friendly architecture by the

WEUETENERIY Energy creation 5
Power plugs employees in charge of design. In addition, we have standardized

Energy conservation
Energy storage

égr?tr%ﬁ)g?teenergy . the level of detail in the proposal. Moreover, by using the Design
pyiinary  QurZoro Enerey for Environment Assessment Sheet through three design reviews,
(ZEH, ZEB) we are able to confirm whether the design adheres to the concept

of the D’'s SMART Series environment-friendly building. We also
conduct a quantitative analysis of environment-friendliness. Using
these systems, we can more smoothly incorporate in our
Using “eco navigators” to promote our environment-friendly customers' buildings the expertise we have gained from our

. X . . company’s facilities when we complete our verification. Our
houses (smgle-famlly housmg bus'ness) Group companies Daiwa Lease and Fujita have adopted similar
methods for their assessments.

| Management

Daiwa House Industry utilizes the concept of the “eco navigator” to
simulate energy usage and promote its environment-friendly

houses. Annual energy costs are calculated after family makeup M Operational flow of “Guidelines for Design for the Environment”

and living patterns have been entered, allowing us to clearly outline

to our customers Confirm environmental Confirm environmental
performance and performance and energy

the expeoteol o 25 *F0 ARE B IRMERER energy efficiency (BEI) efficiency (BEI) of basic

energy savings of of proposed design design

such buildings. In
March 2016, we
added new features
that include an
enhanced scope of
calculation and a
rough estimate of
the ZEH electricity
use. We will

Propose design Design Discuss Estimate
) : with | basic P
to customer review 1 customer design
Provide 2
L . . Design Start
detailed design » )
estimate review 3 construction

. | S amn Confirm the reduction +
h Confirm CASBEE assessment,
continue to devel_Op Simulation sheet used by eco navigator in sorap lumberand  gnergy efficiency (BEI),
proposals  offering conservation of forest i giversity (greening plan), and
even greater detail. resources green procurement
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Developing energy self-sufficient houses and launching
the Smart Cities and Towns initiative across the country

Priority
strategy

Daiwa House Industry aims to develop energy self-sufficient housing
with zero CO2 emissions and a zero energy bill while also improving
quality of life. In fiscal 2014, we introduced and promoted the
widespread adoption of SMA-ECO Zero Energy single-family houses
provided with solar power generation systems, energy-efficient fixtures
and appliances, high levels of thermal insulation in exterior walls, and
home energy management systems, all included as standard features.

In fiscal 2015, we formulated our approach and guidelines for community
development, which we compiled as our “Community Development Vision.”
We completed two representative projects* reflecting the development of
net zero energy towns by presenting the environment as one aspect of the
value proposition. Furthermore, we offered a new element of added value by
allocating the profits from sale of the community’s excess solar power to
housing maintenance and services and the like.

In the future, we intend to launch new added-value proposals for
developing houses and communities — such as the combination of
demand response and incentive distribution mechanisms — that merge
services and environmental energy. We are also utilizing our proprietary
systems*2 to promote community-wide power conservation.

*1 SMA-ECO Town Harumidai and SMA-ECO Town Hidamari-no-Oka
*2 Patent Nos. 5796041, 5830061
Il Community Development Vision (Eight values)
Environmental
for
Region
for (Communication
People
@ @

Utilizing expertise acquired in-house; from
ZEB to energy self-sufficient buildings

Vision: Community value into the

future
Mission: Working together for
Design & Management
Value: Eight values for people and
regions

Priority
strategy

(2]

Daiwa House Industry is promoting the Smart-Eco Project with the
concept of “intelligent energy use through advanced technology.” As a
validation project at our company facilities, we introduced and marketed
the “D's Smart Series” of innovations that are packaged with
environmental technologies in diverse applications for buildings. In short,
we are promoting the adoption of the ZEB. Taking advantage of the D’s
Smart Office release in fiscal 2011, we developed six applications for
offices, stores, factories, logistics centers, nursing facilities, and medical
facilities. In fiscal 2015, our D’s Passive Light, a natural lighting system
that improves comfort and conserves some of the energy typically
required for illumination, won the Energy Conservation Award; moreover,
our ZEB projects (including ZEB Ready and Nearly ZEB) have increased
to 31 (including 22 projects last year). In the future, we will make use of

the knowledge we have gained from this initiative to develop new
technologies and further drive the evolution of the ZEB technology we
have developed as of this writing. In addition, as the ZEB evolves, we will
further popularize the concept of energy self-sufficient buildings.

GEEETENEY P122 Major awards and recognitions from external groups for FY 2015

M ZEB construction projects*
Including ZEB Ready and Nearly ZEB

o 1.0 -
<) — Reference building (standard building: BEI = 1.0) ° F!sca\ 2014 (22 pro%ects)
o = ’ Fiscal 2015 (31 projects)
s 0.6 Office (Our Fukushima Building)
c Store (Royal Home Center Tsushima Branch)
(e}
= 05
£ 04 »° M
3 ’\ °
c
g 03 © ¢ L 2 ‘ \g Logistics Center m
> ¢ N
o 0.2 N
[}
5 01 Nm
>
s 0
£ 100 1,000 10,000 100,000
& Total floor area (m?)
* Excludes total electricity sales generated by solar power system.
Priority 9 Widespread adoption of renewable energy and
strategy expansion of the electricity retailing business

With the goal of utilizing wind, solar and water power to the maximum,
the Daiwa House Group is promoting the adoption of renewable
energy across all its business segments, including single-family
houses, rental housing, condominiums, and commercial buildings.
Above all, we are emphasizing the installation of solar power
generation systems. In fiscal 2015, we installed a total capacity of
305.4 MW in all business segments, despite a nationwide stagnation in
installed capacity due to a decline in rates offered under the renewable
energy feed-in tariff program (FIT) and an extension of the scope of the
power output restrictions from electric power companies. In addition,
we expanded the supply territory of our electricity retailing business
(intended for corporations) to include all of Japan with the goal of
contributing to a stable supply of energy. We plan to triple the amount
of power supplied in fiscal 2018 relative to fiscal 2014 levels.

H Change in the capacity of installed solar power systems
(all business segments)

W Single-family houses M Low-rise rental housing B Medium- to high-rise rental housing
M Housing renovation B Condominiums Commercial and [ Environmental energy

office buildings
4.4%

(FY) 0.115 0.045
reduction
0.163 relative to
272 200.9

fiscal 2014
levels
1158 0 022
“—“lin
2015 mﬁﬁm—m

305 4

300
(MW)

Goals and Achievements

@ : Goal for fiscal 2015 achieved
@ : Goal for fiscal 2015 not achieved (improved from the previous year)
Q: Goal for fiscal 2015 not achieved (worsened from the previous year)

Management indicator

(KPI) Scope

Fiscal 2014 results

Fiscal 2015 goal Fiscal 2015 results Self-assessment

Contributed to CO2
emissions reduction

Daiwa House Group 3.902 million tons

(1.6 times FY 2012 level)

3.712 million tons
(1.5 times FY 2012 level)

4.2 million tons
(1.7 times FY 2012 level)

Smart & Eco product ratio Daiwa House Industry 38.5%

245% 42.0%

target.

We have focused on strengthening our ability to introduce innovations. These include expansion of xevoX single-family houses as
well as energy-efficient houses and buildings across all business segments, but installations of solar power generation systems,
which had been on an upward trend until the preceding fiscal year, decreased as a result of a decline in the rates offered under the
renewable energy feed-in tariff system (FIT) and other factors. As a result, our contribution to reduced CO2 emissions fell below the

All business segments worked to offer energy-efficient housing and buildings with reduced CO2 emissions, but the adoption rate
for our solar power systems declined after having increased until the preceding fiscal year. Our Smart & Eco product ratio also fell
below the target. In the future, we will make efforts to contribute to the environment in a comprehensive manner by including
building performance and building facilities performance that go beyond solar power generation.

See pp. 155-158 for detailed data. (in Japanese only)
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"\’i\ Co-creating a Brighter Future with the Environment

Implementation report on the Endless Green Program 2015

Prevention of global

warming
(Energy / Climate change)

Focal 1
theme

CO:2 emissions reduction in business activity processes

| Basic Concept

Promoting energy efficiency and power
generation using renewable energy sources at
levels exceeding electricity purchased

The Daiwa House Group is contributing to the emergence of a
carbon-free society by reducing CO2 emissions from business
processes while promoting its renewable energy generation
business.

The Group plans to reduce the energy consumption by
introducing leading-edge energy-efficiency technology in new
construction; by updating the facilities of existing buildings with
extensive operational improvements; and by systematically and
aggressively promoting its renewable energy generation
business in order to generate more electricity than our Group
purchases. Going forward, we intend to accelerate our efforts to
ensure our Group generates more power than it purchases.

Promoting extensive energy efficiencies and generating
more power using renewable energy sources than we
purchase to support a carbon-free society

OReducing CO2 emissions
O Promoting our renewable energy generation
business

Priority strategies

Continue our operational improvements and
scheduled facilities updates.

Q Increase the adoption of renewable energies

I Management

Employing our Environmental Management Budget
to develop examples of leading-edge technology

The Daiwa House Group has introduced advanced
energy-efficiency technologies in our company’s and Group’s
facilities while promoting the commercialization of the Smart-Eco
Project and its horizontal application through demonstrations
and testing. As the supporting system, we have introduced the
Environmental Management Budget System. In addition to the
public subsidy, we contribute to our in-house budget for
leading-edge projects that meet our internal standards, such as
the introduction of innovative environmental technologies. This
system is intended to maximize project outcomes. Under this
system, the phases of planning, design, review, implementation,
results verification, reporting sessions, and horizontal application
are combined into a single cycle. Expert in-house staff provide
technological assistance for planning, design, and results
verification. Great benefits have been derived from our horizontal
application of environmental technologies.

(Existing buildings) (New buildings)

facility users materials/facilities

é CO:z reduction Achievement
=2 by half of ZEBs

2

z Cooperation with

g Imrﬁ)qg)&/:rgent manufacturers of

S Y building

S

Roll-out of results
Smart-Eco project
Roll-out of results

Proposals of
ronmental products
“Environmental energy business”

Proposals of
eco-friendly buildings
“D’s SMART series”

(Customers)
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Il Operational flow of the Environmental Management Budget system
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Technological assistance by in-house experts 3

Formulation of Energy-Efficient Facilities Investment Guidelines

In order to promote systematic energy-efficiency initiatives in our
company’s and Group’s facilities, the Daiwa House Group
formulated internal  Energy-Efficient  Facilities  Investment
Guidelines. These guidelines call for annual energy-efficiency
investments equivalent to 15% of energy costs.

Accommodating the Chlorofluorocarbons Emissions Control Act

We conduct regular inspections in compliance with the
Chlorofluorocarbons Emissions Control Act. This initiative
enables us to minimize leaks of chlorofluorocarbons, which have
a strong greenhouse effect, from commercial air conditioners,
freezers, and refrigerators managed by our company.



Priority o Continue our operational improvements
strategy and scheduled facilities updates.

CO2 emissions from facilities—including offices, commercial buildings, and
resort facilities—owned and operated by our Group account for at least
60% of our total CO2 emissions. In response, we have identified “top runner
energy-efficient workplaces” for each building application and have
implemented intensive energy-efficiency measures. We have rolled out
these innovations horizontally to other workplaces after having tested and
confirmed the results. Currently, a total of 13 locations — two offices, five
commercial buildings, three resort facilities, and three production plants —
have been selected as best-in-class “top runner” workplaces.

Moreover, our commercial facilities and manufacturing segments that

maintain many local sites and consume large amounts of energy are
participating in our Group Energy Saving Joint Working Group.
This Joint WG implements effective measures to improve energy efficiency
throughout the Group and helps employees improve their energy-efficiency
skills by sharing information on the challenges and successes of individual
companies; providing mutual diagnoses of energy-efficiency efforts; and
organizing study tours of facilities demonstrating the most advanced
energy-efficiency innovations both inside and outside the Group.

In fiscal 2015, as a result of our having invested 9,400 million yen —
equivalent to 12.1% of our energy costs — into energy efficiency, we
achieved a 12.2 t-CO2/100 million yen reduction in COz emissions per unit
of sales (representing a 12.9% year-on-year reduction).

H Trend in CO2 emissions and basic unit

(10000tC0) W scope 1 I Scope2 (002100 milyen)
100 (O~ Basic unit target @= @= Basic unit performance 20

17.0

80 — 151
.

14.0 16
— e 14.4
60 12.2 12

20 39.5 40.9 39.4 39.0
17.9

20 4

= -

0 0

2012 2013 2014 2015 (V)

Priority @ Increase the adoption of renewable

SURIEEY energies

The Daiwa House Group is promoting the introduction of wind
and solar power systems in our own facilities and on idle land with
the goal of generating enough power using renewable energy
sources to exceed our total purchase. Following the 2012
introduction of the feed-in-tariff (FIT) system, we entered the
mega-solar business on a full-scale basis. In fiscal 2014, we
managed to generate sufficient renewable energy to exceed the
total power purchased by the Group for the first time. In fiscal
2015, we introduced 30 new power plants, including the
large-scale 21 MW DREAM Solar Wakayama City Power Plant as
well as a floating solar power plant developed on a reservoir. We
currently operate solar and wind power plants in a total of 117
locations. As of the end of fiscal 2015, the total output of the
renewable power plants operated by our Group was 162 MW.
Annual power generation of these facilities totaled 168 GWh,
which represents 163% of our Group’s total power consumption
of 103 GWh.

W Trend in Groupwide power
generation by renewable v
energy sources

Relative to

Solar power generated (sold) 2012 levels

Wind power generated (sold) 5.8-fold
(GWh)
200 168.1
115.8
100
50
419 gg9 1415

40 0.4
0 28-9J 13.2
20

" 28.6 28.7 26.9 26.5

Floating solar power plant on
reservoir (Daiwa Lease)

0
2012 2013 2014 2015 (FY)

Goals and Achievements

@ : Goal for fiscal 2015 achieved
@ : Goal for fiscal 2015 not achieved (improved from the previous year)
Q: Goal for fiscal 2015 not achieved (worsened from the previous year)

Management indicator

(KPI)

Scope

Fiscal 2014 results

Fiscal 2015 goal

Fiscal 2015 results

Self-assessment

CO:2 emissions reduction per . 43.6% reduction 42.0% reduction 50.7% reduction
unit of sales Daiwa House Group | (relative to FY 2005) (relative to FY 2005) (relative to FY 2005) e
Total CO2 emissions (after offset ) ) .
: ) . 25.1% reduction 22.0% reduction 30.6% reduction
by power generation using Daiwa House Grou ’ i i
renewable energy sources) P (relative to FY 2005) (relative to FY 2005) (relative to FY 2005) e
Capacity of power generation
using renewable energy Daiwa House Group 101.5 MW >120 MW 162 MW e
sources
Ratio of power generation
using renewable energy 113% 120% 163% e
sources
Note: Upper row indicates Daiwa Daiwa House Group
House Industry’s power o o 5
purchase ratio, lower row is our 28% 30% 40% e

Group power purchase ratio.

By focusing on energy-efficiency initiatives in various companies and in each segment, we were able to achieve our goal of largely

See pp. 159-160 for detailed data. (in Japanese only)

reducing CO2 emissions per unit of sales. Regarding newly constructed company facilities, we undertook a leading-edge project
to significantly reduce CO2 emissions by implementing the Smart-Eco Project at our offices, production plants, and commercial
buildings. Furthermore, we achieved our goal of favorable power generation using renewable energy sources with CO2 emissions
offsets increased to 71,000 tons equivalent, and total CO2 emissions also decreased significantly (after calculation of offsets from
power generation using renewable energy sources).

In the future, we intend to actively develop ZEBs in our new facilities and incorporate our Group’s environmental products while
also implementing extensive COz-reduction strategies. In addition, we will continuously promote energy efficiency in existing
facilities and make systematic energy-efficiency investments while focusing on updating aging facilities.
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Prevention of global warming (Energy / Climate change)

Co-creating a Brighter Future with the Environment

-
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TOPICS

Released “xevo },” a single-family house with high insulation

Example
P performance

In January 2014, Daiwa House Industry released “xevo 3,” a single-family house that is
ZEH-enabled with high insulation performance. One of the features of this product is the external
heat-insulating and ventilating external wall that has been developed with our proprietary
technology to achieve high insulation performance. This wall enables the filling of heat-insulating
material up to 184 mm. xevo ¥ has four insulation grades in accordance with the local climate. It
is also possible to adjust insulation specifications in each part of the product, such as external
walls, ceiling, floor and openings. In comparison to ordinary housing (Energy-Saving Standards
for Housing 1992), xevo  (a ZEH specification model with solar power generation of 5 kW
installed on the southern side) reduces CO2 emissions by approximately 141%.*

In addition, the main frame of xevo ¥ has a life of more than 75 years, enabling reduction in
energy expenses and CO2 emissions for a long period of time spanning over three generations.

* The primary energy consumption includes air conditioning, ventilation, hot water supply and lighting.

Promoted the acquisition of low-carbon building certification in

Example . .
P the rental housing business

It was extremely difficult to demonstrate high energy-conservation performance to customers
selecting their housing, because there was no indicator that represented differences in such
performance for conventional rental housing. In this context, our Nagoya Branch focused on the
low-carbon building certification system*' based on the Low Carbon City Promotion Act
(Eco-City Act), which took effect in 2012. In September 2014, the Branch started to promote new
low-carbon rental housing under this system, and prepared its proprietary low-carbon building
certification plate for proactively presenting environmental performance to residents. This led to
the construction of 177 new rental housing units with low-carbon building certification by the
Nagoya Branch in Fiscal 2015.

Daiwa House Industry plans to expand this initiative Groupwide, and to take proactive
measures toward the rating Yevryedeye (BE*2 < 0.8) under the Building Energy-efficiency
Labeling System (BELS), in addition to the low-carbon building certification.

*1 A system for certifying buildings with “enhanced insulation performance,” “reduction in primary energy consumption (by

10% or more as per the Energy Conservation Act),” and “other measures that contribute to low carbon.”

*2 Designed primary energy consumption / standard primary energy consumption (excluding consumption by
home appliances and OA equipment).

The first ZEB of the Daiwa House Group was opened as a

Example . . . . s
commercial establishment in Aichi

In April 2016, “Royal Home Center Tsushima Branch” was opened in Tsushima City, Aichi
Prefecture. This is the first ZEB of the Daiwa House Group, and is the largest commercial
establishment of its kind in Japan.

The building has a monitor roof to enable natural lighting and natural ventilation, and uses light
ducts and sun lighting window film as a natural lighting system, thereby minimizing lighting energy
while achieving a bright and pleasant interior. The building also uses the latest high-efficiency air
conditioners, and performs BEMS*'-based optimal control using temperature sensors installed
near human activity areas, thereby achieving maximum energy conservation. A solar power
generation system of approx. 1.2 MW is also installed on the rooftop. Through these initiatives,
this building reduces primary energy consumption by 100.6%, thereby achieving operation with
net zero energy consumption.*?

The natural lighting system used for this establishment brought the first Energy Conservation
Grand Prize in the product section to Daiwa House Industry. This building was also self-evaluated
as Rank S under “CASBEE Aichi,” the Comprehensive Assessment System for Built Environment
Efficiency in Aichi Prefecture.

*1 Building Energy Management System

*2 This signifies that the difference between energy consumption and generation becomes zero. The energy
reduction rate of this establishment is based on the regulations of the Net Zero Energy Building Verification
Project in Fiscal 2014.

Appearance of xevo ¥
Il CO: emissions reduction rate
(%)
100

Reduced by

apror. 141 %

50

0
Ordinary housing \-

(Energy-Saving Xevo ¥ )
Standards 1992)  (ZEH spec model with
solar power generation
5kW on the southern side)

Rental housing with
low-carbon building
certification

3 ! |
{
Proprietary
certification plate

Appearance of Royal Home Center Tsushima Branch

rf/\<

Natural light fills the store through the monitor roof

091

DaiwaHouseGroup CSR Report 2016



The first initiative in Japan to allocate profit from a town solar

Example power plant for the maintenance of housing in Mie

In July 2015, “SMA-ECO Town Hidamari-no-Oka” was opened. This is a town where
environmental consciousness is combined with the provision of living service, creating new
value for the town and handing it over to the future.

The 66 single-family houses and their owners share a town solar power plant. Each
single-family house is equipped with a solar power generation system, lithium ion batteries
and HEMS,* and altogether achieve a net zero energy town. To broaden the scope of
application of HEMS, residents can browse, on TV at home, the generation status at the
town solar power plant, the energy conservation rank of their own house and other
information.

The town solar power plant is managed by the homeowners association of the housing
complex, and is leased as a whole to Daiwa Energy, one of the Daiwa House Group
companies. The homeowners association receives rent as its revenue, which enables the
management and operation of the town without collecting management fees from
residents. Profit is returned to the owners through housekeeping support services and the
delivery of maintenance kits as house maintenance service. Contribution to energy
conservation by each household is ranked, and high-ranking households are provided with
points that can be used for maintenance services. These measures are aimed at further
improving the residents’ awareness for energy conservation.

In addition to the above, electricity generated at the town solar power plant is supplied
to the neighborhood in the event of power outage, thereby contributing to the safety and
peace of mind in the local community including neighborhood residents.

* Home Energy Management System

“DREAM Solar Wakayama City” was completed as one of the

Example largest mega solar plants of the Daiwa House Group in Wakayama

The Daiwa House Group operates environmental energy solution businesses including
energy creation, energy conservation, energy storage, electricity retailing, and power
generation. In the power generation business, a solar power generation project named
“DREAM Solar” is promoted, where the Group handles one-stop services from construction
to operation and management, leveraging construction technologies and operating
know-how as the strengths of the Group.

In February 2016, operation of “DREAM Solar Wakayama City” was started in the site of
the earth and sand collection pit (approx. 358,000 m?) for Kansai International Airport in
Kada, Wakayama City. This is one of the largest mega solar plants of the Group with the total
output of approximately 21 MW. All power generated in this plant is sold, and 3% of sales is
allocated for the development and maintenance of parks and green areas in Wakayama City,
and of public facilities related to global warming prevention. Study tour areas are also
established in the plant, and used for the environmental education of elementary and junior
high school students.

We plan to continuously promote the effective utilization of renewable energy sources
(wind, solar and water), and aim to achieve a total output of approximately 200 MW in the
power generation business by 2018.

DREAM Solar Wakayama City

I Future Plans

the establishment of collaborative systems in new projects, among other activities.

In October 2015, a Future Town Building Promotion Committee was established in Daiwa House Industry as an
organization for promoting town building that utilizes the comprehensive capabilities of the Daiwa House Group.
Under the vision “Community value into the future,” the committee promotes intra-Group information sharing, and

In the ongoing smart town project, SECUREA Toyota Kakimoto in Toyota City, Aichi Prefecture, we are operating
an initiative to interchange power within the town, in collaboration with Group companies. In this project, we are
examining how to expand our energy businesses through the repeated review of environmental performance,
business performance, customer benefits and other aspects, including the pursuit of “negawatt trading,” where
the scope of trading includes not only generated power, but also reduced power consumption.

e

Toshihiro Yamao

. 1 ! . ) X R . General Manager
In coming years, we plan to combine our business fields with various solutions that our Group companies can  Osaka Urban Development

provide, thereby pursuing a new style of town building filled with diverse values that no competitors can offer. Department
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Prevention of global

theme

(Energy / Climate change)

Focal 1 warming Reducing CO2 emissions in the Value Chain

To achieve zero environmental impacts associated with product
life cycles, our Group promotes visualization of CO2 emissions
throughout the value chain. Since fiscal 2012, we have calculated
and reported emissions on a non-consolidated basis from Daiwa
House Industry alone under Scopes 1, 2 and 3. We publish and
continually update our efforts on the Green Value Chain Platform
website of the Ministry of the Environment.

In fiscal 2015, the full value chain CO2 emissions of our
company totaled 1091.2 (10,000 t-CO2),* which represents a
year-on-year decline of 13.8%. Scope 3 emissions (indirect
emissions from sources other than our company) accounted for
98.9% of all emissions. Among the categories of Scope 3, use of
sold products accounted for 62.8%, the largest portion, followed by
purchased goods and services (21.8%) and the repair and disposal
of sold products (12.2%). Emissions in these three categories

accounted for 96.8% of the total.

In this fiscal year, in order to make effective use of the
calculation results of the CO2 emissions in the value chain, we
received third-party verification of the use of sold products, which
accounted for the largest percentage, to improve tabulation
accuracy.

We are preparing to calculate emissions from our entire Group.
We will also continue our efforts to improve tabulation accuracy
so that we can use the results as an index for managing
improvement activities. More efforts will be focused on taking
measures to reduce emissions associated with the purchase and
disposal of materials, in addition to those associated with the use
of products on which the greatest emphasis has been placed.

* Basic units for calculation are being reviewed before calculating CO2 emissions in fiscal 2015.

[ 1Scope 1 (direct emissions from our company) || Scope 2 (indirect emissions from the use of energy by our company) [ ] Scope 3 (indirect emissions from sources other than our company)

Purchased goods and services Other (upstream) Use of sold products Repair and disposal of sold products Other (downstream)
0.6%
Fy) |[0-3%
99.1% ‘
2013 1,229.7
20.0% | 59.8% 17.8% ‘
0.6% 1.5% 0.03%
’7’70.3%
99.1% |
2014 1,265.8
20.6% | 64.5% 12.0%
0.7% 2.0% 0.04%
( 0.4%
2ot 98.9% | 1091.2 13.8%
s . reduction
21.8% 62.8% 12.2% relative to
r \ \ fiscal 2014
2.1% ‘ 0.05% levels
0 500 1,000 1,300 (10,000 t-CO:)

GEEEEEY P161  CO2 emissions in the value chain of Selected Information and Numerical Data (in Japanese only)

I Management
Use of CSR Procurement Guidelines on climate change

Regarding our Group’s CO2 emissions under Scope 3, emissions
attributable to purchased goods and services account for about
20%, second only to emissions from use of sold products; we
therefore consider this a very important category.

As a result, we formulated our CSR Procurement Guidelines in
July 2015 and are encouraging our suppliers to address climate
change.

We intend to visit facilities associated with procurement as well
as plants producing building materials and the like, where we will
share information on energy consumption in the production stage
and learn the implementation status of energy-efficiency
initiatives. We will also plan energy-efficiency improvements
together. In addition, in an effort to reduce COz emissions
attributable to the habitation of our housing and buildings, we will
undertake reviews of our procurement standards in order to give
priority to facilities and building materials exhibiting high
energy-efficiency and insulation values.

P118 CSR Procurement Guidelines
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M Future initiatives to reduce CO2 emissions at the procurement stage

® Providing suppliers with study tours of production plants

® Verification of our environmental management system

® Verification of our energy consumption and COz emissions

® Verification of our environmental activity plan and progress status

® Confirmation of our compliance with environmental laws and ordinances
® Sharing of information on environmental issues

Suppliers participate in study tour of production plant
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In collaboration with the Trillion Club as our supplier, we propose energy saving solutions of the
Daiwa House Group to offices, factories and other sites of member companies of the Trillion Club,
and provide them with services ranging from energy saving diagnosis to energy saving renovation
and support to improved operation. The Confederation of Partner Companies, which consists of
companies that work with us in construction work, collaborates with the Housing/Buildings
Construction Subcommittee of Daiwa House Industry in initiatives related to 3R on construction sites
and CO2-saving construction. Through contests and member journals, the Confederation shares the
examples of improvement that led to reduced construction work, a shortened construction period,
and reduced environmental impact, and deploys good practices throughout the Group. In the
Setsuwa Club as our supplier of machinery and equipment, information is exchanged concerning
environmentally conscious technologies of member companies, and technology exhibitions and
seminars are co-hosted, thereby disseminating such technologies. We will further strengthen our
cooperation with these supply chain networks and assume leadership in reducing environmental
impacts upstream and downstream.

Taking countermeasures against heat stroke on construction

Example  ites (Confederation of Partner Companies)

In recent years, extremely hot days have been increasing due to the effect of global warming, rapidly
elevating the risk of heat stroke. In particular, on construction sites, where workers work outdoors, it is
extremely important to take countermeasures against heat stroke in response to climate change.

Daiwa House Industry and the Confederation of Partner Companies have taken countermeasures
against heat shock by establishing rest areas on construction sites where workers are shaded from solar
radiation, keeping water, salt and ice packs in stock, and implementing training for preventing heat stroke.

Holding periodic technology exhibitions and seminars, and promoting
Example the dissemination of environmentally conscious products and
technologies (Setsuwa Club)

In fiscal 2015, the Setsuwa Club held a Product Technology Exhibition at four venues (Tokyo Head
Office, Osaka Head Office, Nagoya Branch and Fukuoka Branch). In this exhibition, 156 member
companies exhibited their booths, including some companies exhibiting at more than one venue.
The exhibition had approximately 4,300 visitors in total. A stamp-collecting event was held in this
exhibition for alluring visitors to as many booths as possible. At the Osaka venue, a “Like” contest
was also held, where visitors could select booths that they liked at the exit of the venue. The Club
aims at increasing visitors and enhancing the content of exhibitions through these measures. The
Club also operates bus study tours for Club members to state-of-the-art houses and condominiums
of Daiwa House Industry, and also holds briefing meetings concerning new technologies and
products of member companies targeted at employees of our worksites in charge of equipment.

The Club will continue with its efforts for enhancing information exchange with member
companies concerning new technologies and products in the environment and other aspects, and
promoting dissemination thereof through exhibitions and other events.

The Confederation of
Partner Companies

4,572 companies

The Trillion Club
238 companies

The Setsuwa Club
142 companies

Sheltered resting area for the prevention of
heat stroke at work

Product briefing to our employees

| Voice of Our Supplier

Construction of a plant canteen building that leverages existing trees and
incorporates energy conservation solutions
(Kawamura Electric Inc., Setsuwa Club)

When we decided to construct a new canteen building on our site of Honji Plant in Seto City,
Aichi Prefecture, we requested Daiwa House Industry for a “canteen building leveraging existing
trees,” and received a proposed concept of a “building that connects the plant with trees.”

As an environmentally conscious design, it was decided to keep as many existing trees as
possible by utilizing a slope, so that workers would be able to have a seasonal view of colorful
trees, including cherry blossoms, autumn leaves, evergreen trees and deciduous trees. An idea
was also incorporated to provide different views on the second floor and on the first floor, by
installing windows from side to side in the walls on the second floor, and floor height windows
on the first floor. These windows also take sunlight into the building. The building has a
reinforced concrete structure, and its heat insulation performance is enhanced with foamed
urethane sprayed over the external walls and on the rooftop. Power consumption is reduced by
LED lighting and motion sensors. A total heat exchanger is also used to reduce the air
conditioning load of the building. The canteen building thus provides our employees with time of
refreshment in the bright eating space on the second floor and in a calm relaxation space on the
first floor. We plan to perform periodic maintenance to maintain the energy conservation
performance of the building, and to promote natural environment-friendly measures.

N

Mr. Masayasu Kabeya
General Manager

Sales Promotion Department
Kawamura Electric Inc.
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Harmony with the natural

(Preservation of biodiversity)

=N Co-creating a Brighter Future with the Environment

That “greening will change communities” has
as we continue to provide added value for new

Policy and Concept

Social issues

Although Aichi’s goals were adopted at the Convention on Biological
Diversity, awareness and implementation of biodiversity is lacking,
deforestation is increasing, and many challenges remain.

In 2010, the 10th Conference of the Parties on the Convention on
Biological Diversity (COP 10) adopted the Strategic Plan for
Biodiversity 2011-2020 (also known as the Aichi Biodiversity
Targets). However, this initiative proved insufficient in both Japan
and around the world, and in its 2015 Interim Report released by
Japan’s Ministry of the Environment, the awareness and
implementation of biodiversity initiatives by business were pointed
out as lacking. The report indicated that many challenges remain,
as reflected in a survey response in which more than 70% of
businesses stated that biodiversity initiatives were not of great
importance.

Il Relationship between business
operations and biodiversity and the

importance of biodiversity to business

No reply 0. 5%

More than 70%
replied, “l do not
regard biodiversity
as important.”
Bears a relation to

Relationship to q
D business operations,

business

operations is accorded priority.
unclear. 27 3 %
29.8%
Bears some
B . relationship to
little business operations,,
relationship to accorded only

business operations,  moderate priority,
accorded low priority.

[l Understanding the
relationship between
business operations and
biodiversity

Understand all
No reply qﬂanetme\y‘
1.3% 7.2%

Understand
some
quantitatively.

Understand
some

qualitatively.

45.4% 26.9%
Understand all
qualitatively.
19.2%

* Source: “Survey of Business Operations Regarding Initiatives Addressing Biodiversity,” Ministry of the

Environment, Jan. 10-31, 2013

Expectations of stakeholders

Sustainable use of biological
resources

Active use of
domestic timber
(revitalization of forestry)

Land use with conservation of
regional ecosystems taken into
consideration

Creation of verdant urban
landscapes

Risks and opportunities for the Daiwa House Group

Long term ® A hike in purchase prices due to expanded demand for
timber from legal and sustainable logging

Short term ® Loss of business opportunities due to the loss of

ecosystems as a result

of development activities and the

incurrence of costs for recovery

Long term @ Expansion of the environmental greening business in
response to increased need for urban greening

Short term ® In the built-for-sale and made-to-order business, increased need to

develop housing, buildings

and towns that are in harmony with nature
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| What the Daiwa House Group aims to achieve

Ensuring future generations inherit a vibrant natural environment by
focusing on our belief that “greening will change communities.”

Our lives are supported by the natural capital and ecosystem
services they provide. With the key belief that “greening will change
communities,” our Group is pursuing town planning and
development that uses natural capital in a sustainable manner. We
are also engaged in ensuring that our operations generate more
new green space than is lost, thus resulting in no net loss of green
space. Moreover, we seek to procure 100% of our construction
materials from sustainable forests to ensure zero deforestation.
Through these efforts, we are adding value to society and
individuals while preserving our rich natural environment for future
generations.

Biodiversity Declaration
Toward a society that co-creates a brighter future for people
and the natural world

In 2010, in an effort to implement a more comprehensive approach to the
issue, we formulated our “Biodiversity Declaration,” becoming the first
housing manufacturer to launch such an initiative.

| Basic Philosophy

We, as a global corporate citizen recognizing the natural blessings
granted by biodiversity and while remaining committed to eco-friendly
business activities, shall contribute to sustainable development of a
society that co-creates a brighter future for people and the natural
world.

| Action Guidelines

1. Promote business operations that enable people to live in harmony
with nature. (Aichi Biodiversity Targets 1, 4)

2. Propose communities co-created by people and nature. (Aichi
Biodiversity Targets 4, 15)

3. Use natural resources with care, mindful of any impact on the
ecosystem. (Aichi Biodiversity Targets 4, 5)

4. Contribute to biodiversity through research and development. (Aichi
Biodiversity Targets 19)

5. Maintain communication and collaboration with our stakeholders.
(Aichi Biodiversity Targets 1, 18)




become our key belief. We are committed to procuring 100% of our wood from sustainable forests
lifestyles by developing towns that support biodiversity.

Long-Term Environmental Vision

“Challenge ZERO 2055”

In order to preserve and improve our natural
capital, our Group shall achieve no net loss of
green space by ensuring zero deforestation
through material procurement and by developing
communities filled with greenery.

No net loss of green spaces
(Green spaces created exceed green spaces lost)

Action 1

We, in cooperation with our customers, have
adopted the aim of “no net loss of green spaces” by
minimizing the loss of natural capital associated with
the development of housing, buildings, and towns
while also improving the quantity and quality of green
spaces.

Green spaces
lost to
/ development

Green spaces
created through
the development of

housing, buildings,
and towns

: Reducing deforestation to zero
Action 2 (procuring wood from sustainable forests)
By 2030, we intend to procure wood for housing and
buildings that reduces deforestation to zero; by
2055, we intend to supply all our businesses by
procuring  “zero  deforestation”  construction
materials.

Risks

A

Procuring wood
that reduces

the risk of

deforestation
to zero

>

2015 2020 2030 (FY)

Summary of Initiatives in Fiscal 2015
(Main initiatives of our Long-Term Vision)

Action 1

Development | The total surface area of green space we created equaled
& community | 724,000 m?, equivalent in area to 15 Tokyo Domes.
creation | The target of 850,000 m? was not achieved.

In fiscal 2015, in the absence M Trend in surface area of green space
of the significant growth that (1000 m?
had continued until last year,  1.000
the surface area of green
space we created totaled 800 761
724,000 m?, representing a
decrease of 4.9%. 600

By fiscal 2018, we intend 504
to improve the quality of green
spaces in  addion to 400
increasing the surface area of
green space to 910,000 m?, 200
which represents a 25%
increase above the fiscal 2015
level. 2013 2014 2015 (FY)

724

Action 2

Wood Achieving an 85% usage rate for certified wood/recycled
procurement| wood and other S-ranked sustainable timber

In fiscal 2015, we formulated our CSR Procurement Guidelines, which included
our Biodiversity Guidelines (Wood Procurement), and shared our procurement
standards with our business partners.

As a result of this initiative, our usage of S-ranked sustainable timber
increased from 81.5% to 87.6% in fiscal 2015, while our usage of C-ranked
timber was reduced to 4.7% from 7.3%. As a result of the improvement initiatives
thus implemented, we intend to reduce our usage of C-ranked timber to 0% by
fiscal 2018.

Il Assessment ranking of procured timber [l Assessment result of used timber (FY 2015)

S (Recommended) RankB  2.2%
(90-110 points) RankG  4.7%

RankA 5.6%

A (Standard)
(80-85 points)

Our company’s

recommended timber
B (Purchasable) 20.1%
(70-75 points)
Recycled timber
23.0%

C (Immediate improvement required)
(65 points or lower)

* Ranking based on the total points of all the items
regarding legality and sustainability

Ranks 87.6%
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Implementation report on the Endless Green Program 2015
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environment
(Preservation of biodiversity)

Focal 2
theme

Preserving biodiversity through our products and services

I Basic Concept

Proposals for town planning with an
emphasis on harmonious coexistence
between people and nature

In addition to our initiatives to promote green town planning as
part of our effort to preserve and restore our natural capital
and ecosystem services, the Daiwa House Group is striving to
transform the way people live and work to ensure greater
harmony with nature. In keeping with this approach, we are
taking steps to implement a policy of “no net loss of green
spaces” by creating more green space than is lost to
development. Moreover, we are seeking greater harmony with
nature in our business operations while making biodiversity a
mainstream issue in Japan and around the world through
efforts to increase social awareness.

Promoting the development of towns across the country
and co-creation for greater harmony with nature in order to
preserve our rich natural environment for future generations

Expansion of green spaces

Priority strategies

Implementation of the Biodiversity Guidelines
[Development & Community Creation]

9 Improving the certification rate of environmentally
symbiotic housing

9 Promotion of the environmental greening business

I Management

Biodiversity Guidelines
(Development & Community Creation)

Daiwa House Industry Co., Ltd., acknowledging the importance of
contributing to the creation of a rich network of ecosystems,
remains committed to minimizing its impact on biodiversity
through its construction of large-scale real estate developments,
housing and buildings in urban areas. We are now promoting
initiatives in keeping with the six points in our guidelines.

Biodiversity Guidelines [Development & Community Creation]

1. Ascertain the potential of the natural environment

2. Preserve and plant greenery

3. Be careful to preserve a sufficient natural environment as a habitat for
small animals

4. Take care to create a connected network of habitable environments
for the ecosystem

5. Take steps to minimize the environmental impact of construction work

6. Pay adequate consideration to ecological maintenance and management

Note: See p. 67 for more details.

Collaboration with NGOs, NPOs and experts

Daiwa Lease, a member of our Group, which operates
commercial facilities in collaboration with NGOs, NPOs and
experts, creates new communities with commercial facilities and
green spaces. In addition to providing the convenience of
shopping, we are contributing to regional revitalization while
building new relationships with local residents.

By incorporating the “GREEN Life” concept, the Frespo Inage shopping center has
become a regional hub where people gather in green surroundings.

097 DaiwaHouseGroup CSR Report 2016

Priority o Implementation of the Biodiversity Guidelines
strategy [Development & Community Creation]

Daiwa House Industry has developed its own checklist containing
specific efforts that should be implemented to address six priority items
that need special consideration in built-for-sale houses, rental houses,
condominiums, and contract works that are larger than a certain scale,
based on the Biodiversity Guidelines [Development & Community
Creation]. For each property, we quantitatively assess the proposals in
detail to ensure compliance with the self-standards. Moreover, we are
taking steps to implement horizontal development through case
studies in addition to using the checklist to ascertain whether projects
exceeding a certain scale are in compliance with the self-standards.
Regarding compliance items related to our development sector
projects of fiscal 2015, we determined that 14 projects with a total site
area of 247,707 m2 met the self-standards, continuing our compliance
rate of 100% set in the preceding fiscal year.

In the urban development sector, we are taking steps to expand
green space as one of our management indices. All companies
throughout the Group conserved and created a total of 723,667 m2 of
green space in fiscal 2015, taking into account not only the housing and
town development sector, but also condominiums and other rental
housing as well as commercial p=
and business facilities, thanks
to all group members having
been committed to this effort.
We plan to publish information
about our green initiatives on
our website as we continue to
maintain the self-standards in |
relation to development
projects in fiscal 2016.

Courtyard of “Hibarigaoka feels 1-bangai”

[Community Creation]
Breakdown of green covered areas (FY 2015)

Urban development business ——;

0.3%

Single-family housing business

12.0%

Commercial and office —— Rental housing business

723,667

buildings segment 11.0%
76.0% (FY 2015) ~—— Condominium business
1.0%



Priority () Improving the certification rate of
strategy environmentally symbiotic housing

We adopt the environmentally symbiotic housing certification
system* as an index to determine the progress of our efforts in
promoting “town planning in harmony with nature.” In fiscal 2015,
we focused our efforts on ensuring a green space at least 40%
of the estimated exterior area surrounding the building, and on
using native species in built-for-sale and made-to-order houses
with the aim of increasing the number of certified houses. As a
result, the number of certified houses was 733 with the total
since fiscal 2003 reaching 14,156 houses. (As of June 2016, we
have ranked No. 1 in this category for eight consecutive years.)

* By the Institute for Building Environment and Energy Conservation

Total number of certified environmentally symbiotic housing

(house)

15,000
9,991

9,000

6,000

3,000

0

201 2012

7 £

“SECUREA Garden Takao SAKULa CITY” in Tokyo

13,423
12,256

2013 2014

14,156

2015 (FY)

strategy

Priority 9 Promotion of the environmental greening
business

Daiwa Lease, our Group company, promotes its own
environmental greening project “ECOLOGREEN” under the
theme of “Greening will change communities.” The company
makes proposals on comprehensive greening, including wall,
rooftop, exterior and indoor greening. In addition, we are working

to create green space and green lifestyles by expanding green

space in facilities where many people gather (such as

commercial facilities of our Group). As a result of these efforts,

the surface area of green space under Daiwa Lease totaled
28,600 m?, representing an increase of 7% over the total for the

preceding fiscal year.

Moreover, in July 2015, BRANCH Kobe Gakuentoshi was
granted an AA JHEP certification,* representing our

commitment to improving the quality of our green construction.

* Employs the evaluation certification system of the Ecosystem
Conservation Society - Japan, a public-interest corporation, for the
purpose of visualization.

JHEP certificate awarded to “BRANCH Kobe Gakuentoshi”

Commercial facilities of “BiVi Senriyama”

Goals and Achievements

@ : Goal for fiscal 2015 achieved
@ : Goal for fiscal 2015 not achieved (improved from the previous year)
Q: Goal for fiscal 2015 not achieved (worsened from the previous year)

Management indicator

symbiotic housing certificate system

(KP) Scope Fiscal 2014 results Fiscal 2015 goal Fiscal 2015 results Self-assessment
(Development)
Compliance rate with the Daiwa House Industry 100% >95% 100% e
self-standards
(Town planning) g
Green space surface area Bl iReLee Elelp 761,000 m? 850,000 m? 724,000 m® @
(Built-for-sale houses)
Ratio of houses certiied under the environmentally | Daiwa House Industry 48.5% 80% 35.3% 6

See pp. 163-165 for detailed data. (in Japanese only)

In keeping with initiatives based on our Biodiversity Guidelines (Development & Community Creation), the compliance rate with the
self-standards was 100%, as in the previous year. We adopted the goal of expanding our conservation and creation of green spaces across
our entire business, including Group companies, achieving a total green space surface area of 723,667 m?, which represents a decrease of
4.9% below our fiscal 2014 accomplishment. In addition, our efforts to create special green spaces that effectively use wall and roof areas and
the like added 28,648 m?, representing a 7% increase measured against the fiscal 2014 result. Moreover, regarding the number of certified
environmentally symbiotic housing we constructed in our housing segment, we have ranked No. 1 in this category for eight consecutive years
as of June 2016, and we aim to continue our growth in this area. Going forward, we intend to accelerate our efforts to improve both the quality
and quantity of green space by employing local species in consideration of the ecosystem, for example.
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-{(i\ Co-creating a Brighter Future with the Environment

Implementation report on the Endless Green Program 2015

Focal
theme

environment
(Preservation of biodiversity)

2 RERNVATTORGENEWI

Preserving biodiversity in business activity processes

| Basic Concept

Biodiversity-conscious use of resources

Many of the building materials used in the construction of
houses and buildings are dependent on the natural capital from
our environment. Thus, our procurement activities can have a
major impact on biodiversity and the natural environment. The
aspect of our natural capital that is most affected by our Group
is wood. So, in light of the status of logging areas, we are
working to promote the adoption of certified wood and recycled
wood as part of our wood procurement in consideration of the
legality and sustainability of logging areas with the goal of
meeting our Biodiversity Guidelines (Wood Procurement) in
terms of reducing deforestation to zero.

To ensure future generations can enjoy a rich natural
environment, we use resources in an eco-friendly
manner

Requesting our suppliers conduct procurement in
conformity with the CSR Procurement Guidelines

Priority strategies

0 Expansion of the implementation of the
Biodiversity Guidelines [Wood Procurement]

@ Promotion of the use of certified and recycled wood

I Management

Management of CSR Procurement Subcommittee
according to Biodiversity Guidelines

In 2010, with the introduction of our Biodiversity Guidelines (Wood
Procurement), we struck a CSR Procurement Subcommittee in a
cross-sectional manner across the purchasing, development,
construction, CSR, and environmental segments of our Group. To
ensure implementation of CSR procurement in our various
companies, we constructed our system in cooperation with
purchasing and construction personnel in charge of branch
offices. Moreover, we promoted procurement according to these
guidelines and instituted the PDCA cycle.

Excerpt from our Biodiversity Guidelines (Wood Procurement)

1. Certified wood
Procure wood that has been certified by various organizations.

2. Recycled wood
Procure wood recycled from construction scrap.

3. Our company’s recommended wood
When procuring wood that is not classified as certified or
recycled, verify if it meets or exceeds certain standards in
terms of legality (three items) and sustainability (eight items)
and procure only wood that is judged to meet a certain
minimum level.

P118 CSR Procurement Guidelines

Conducting wood procurement survey at our
suppliers

In line with our Biodiversity Guidelines (Wood Procurement), we
have conducted the wood procurement survey once a year since
2011. This survey requests that our suppliers conduct a survey of
the legality and sustainability of the wood that we have procured
during the preceding year, and we evaluate the wood according
to the categories S, A, B, or C based on the survey results. It also
calls for suppliers providing C-ranked wood to implement
improvements. In addition to being publicly released, the survey
results are reported to stakeholders such as environmental NGOs
in order to solicit professional guidance and advice.

Note: Wood covered by the survey includes framing/crosspieces, wood used below grade,
flooring (common to all companies), and construction materials (for some segments only).
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Revision of Wood Procurement Evaluation Criteria

Because some countries of origin for wood have been associated
with challenges such as destruction of virgin forests in nature
reserves as well as human rights violations of indigenous people
since the period when the evaluation criteria were first developed
(October 2010), it has become necessary to review the risk areas
identified at the time. Moreover, as for the various forest
certification organizations themselves, which are located in Japan
and around the world and carry out their own certification
processes, there have arisen differences in the rigor and reliability
of their certification practices. Therefore, for the fiscal 2015
survey, it has become necessary to revise some of our Group’s
common evaluation criteria adopted for the fiscal 2014 survey.

In the future, our surveys will be conducted using the revised
evaluation criteria. It should be noted that, as part of these
revisions, we exchanged opinions with experts at environmental
NGOs and utilized the FSC'’s risk evaluation tool, the Global Forest
Registry, considered the most reliable forest certification system
in the world. This tool clarifies each country’s level of risk in
relation to compliance with laws and ordinances, biological
diversity, and human rights.

Main revisions to Wood Procurement Evaluation Criteria

1. Identification of high-risk and low-risk areas and tree
species both inside and outside Japan.
|dentification of 3 high-risk areas and 25 low-risk areas.
These have been added to the evaluation criteria.

2. Stricter identification of forest certification bodies.
S-rank evaluation is given to only those certified by these
three bodies (FSC, PEFC and SGEC).*

* These certification bodies are the Forest Stewardship Council (FSC); Programme for the Endorsement
of Forestry Certification (PEFC); and the Sustainable Green Ecosystem Council (SGEC).




Priority o Expansion of the implementation of the
strategy Biodiversity Guidelines [Wood Procurement]
In keeping with our own Biodiversity Guidelines (Wood Procurement),
we are promoting the sustainable use of wooden construction
materials in our various different business segments, including
single-family and rental housing, condominiums, and commercial
facilities. Beginning in fiscal 2013, we conducted a survey on wood
procured by some of the Group companies. In addition to publishing
the results from fiscal 2014, we are working to expand the number of
companies participating in this survey.

Since fiscal 2008, as part of our commitment to sustainable
procurement, we ensure that the paper used in our offices is Forest
Cultivation Paper™.*

* A collective name for various kinds of paper that meet our company’s own
environmental standards, including paper certified by the Forest Certification Systems

Increase in the number of companies participating in the
Wood Procurement Survey

1 company

Fiscal 2010-2013 | paiwva House Industry Co., Ltd.

3 companies
Daiwa House Industry Co., Ltd., Royal Home
Center Co., Ltd., DesignArc Co., Ltd.

Fiscal 2014
(during April 2015)

6 companies

Daiwa House Industry Co., Ltd., Royal Home
Center Co., Ltd., DesignArc Co., Ltd.,

Daiwa Lease Co., Ltd., Fujita Corporation,
Cosmos Initia Co., Ltd. (sample survey only)

Fiscal 2015
(during April 2016)

Promotion of the use of certified and

Priority 9
strategy recycled wood

Our Group has continued to conduct surveys on wood procurement
regularly since fiscal 2010. From the results of the survey, we have
classified the procured wood into three types: certified wood,
recycled wood, and our company’s recommend wood. Any wood
that meets certain criteria (scoring at least 90 points on the
110-point scale) is evaluated as S-ranked wood. Moreover, any
wood that scores 65 points or less is evaluated as C-ranked wood,
a category targeted for improvement.

The fiscal 2015 survey, similar to that of the preceding year,
covered the wood our Group uses in housing and rental housing

Goals and Achievements

products (obtained through centralized purchasing); in general
construction (obtained through decentralized purchasing); and for
major parts (including structural materials, framing/crosspieces, and
plywood for below-grade applications).

The results for fiscal 2015 indicate that 87.6% of the wood used
was evaluated as S-ranked wood (representing a 6.1 percentage
point increase year-on-year). This is likely attributable to the
procurement of large amount of recycled wood, revision of the wood
procurement evaluation criteria, and the sourcing of wood from
“low-risk areas,” all of which received a high evaluation. As for
revision of the wood procurement evaluation criteria, the target
evaluation is closer to the current status of legality and sustainability
(biodiversity, human rights, etc.), and we have adopted a stricter
evaluation regarding risk areas and certification bodies. We are now
able to undertake evaluations closer to the actual situation, such as
for wood native to “low-risk areas” led by developed countries,
which has been awarded an S-rank assessment. In addition, we
conclude that progress has been achieved as a result of our
continual lobbying of our suppliers to accommodate our requests for
sustainable wood procurement. As a result of these efforts, material
evaluated as C-ranked wood accounted for 4.7% of all wood used,
representing a decrease of 2.6 percentage points year-on-year.

Although we widened the scope of the survey to include suppliers
of three of our Group companies for this fiscal year, issues have
arisen regarding the results of evaluations of varying ranks at Group
companies. We will share these results and raise these issues at the
CSR procurement subcommittee across our Group companies in
the future. In order to resolve such issues, we will identify initiatives
for improvement, including harmonization of evaluation criteria, and
we will conduct interviews with suppliers of C-ranked timber.

Hl Assessment result of used timber

Rank B 3.8% RankB_ 2.2%
RankA 7.4% RankC 7.3% RankA 5.6% RankC 4.7%
[

Qur company's Qur company’s
recommended timber recommended timber certin
6.9% 20.7% timbers

_ St 43.9%
Recycled timber 66.7% RankS  Recycled timber Ranks
7.9% 81.5% 23.0% 87.6%

Fiscal 2014 Fiscal 2015

Note: For fiscal 2014, the scope included three of our Group companies; for fiscal 2015,
the scope encompassed six companies of our Group.

@ : Goal for fiscal 2015 achieved
: Goal for fiscal 2015 not achieved (improved from the previous year)
Q: Goal for fiscal 2015 not achieved (worsened from the previous year)

Management indicator s
(KPI) CORS

Fiscal 2014 results

Fiscal 2015 goal

Fiscal 2015 results

Self-assessment

Development of Biodiversity
Guidelines

Daiwa House Group
(Wood Procurement)

3 companies

3 companies

6 companies e

Ratio of domestically
sourced wood

Daiwa House Industry 90%
(wooden houses)

90% 91% e

Increased proportion of

A-ranked wood and better 88.9%

Daiwa House Group

— 93.2% e

See pp. 163-165 for detailed data. (in Japanese only)

Revision of the wood procurement evaluation criteria and the development of our Biodiversity Guidelines (Wood Procurement) for
major Group companies have clarified the overall circumstances of wood procurement and brought them closer to reflecting reality.
As for procurement of C-ranked wood, which has become an issue, we will implement the PDCA cycle in response to our findings

and will pursue improvements.

In May 2016, Japan passed the Law for the Promotion of Use of Legally Harvested Timber and outlined criteria for sustainable
procurement, and “Sustainable Procurement of Timber” has been stipulated for the upcoming Tokyo Olympic Games. Clearly, the
public has developed a growing interest in sustainable wood procurement. As a leading company in the construction industry, we
will continue our efforts to maintain a global perspective on “zero deforestation” going forward.
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Co-creating a Brighter Future with the Environment

TOPICS

An energy-saving and low-impact town

Example “Tokyo Shin Toshin ‘Tama New Town Higashiyama

”” in Tokyo

In January 2016, real estate development and construction work that was started nine years ago
was completed in all town blocks in Hachioji City, Tokyo, giving birth to a new town consisting of
681 blocks. In this area, natural woodland has been preserved around the town, and a rich
ecosystem still remains, where precious fauna and flora that have become rare in recent years is
conserved. As considerations for this natural environment, Daiwa House Industry installed animal
corridors through which animals can move across the town to surrounding woodland,
established a park where a 200-year-old giant tree was conserved, and transplanted more than
100 existing trees across the town. These actions are part of our initiatives for achieving
co-existence and symbiosis between the existing natural environment and residents. In fiscal
2015, resident-led activities were started for maintaining and managing the woodland and for
operating vegetable gardens. These green activities also provide residents with an opportunity
for developing a town community.

Preserved rich greenery and townscape in the development of the

Example - & 5ndominium complex “Hibarigaoka feels 1-bangai” in Tokyo

When it was decided that the “Hibarigaoka Housing Complex” should be renovated after a history of
more than 50 years, Daiwa House Industry conducted the development of a new condominium
complex featuring exteriors and plants that preserved the rich greenery and townscape. In the former
housing complex, a number of Japanese zelkova trees with a height of more than 12 meters were
planted as roadside trees. In the new condominium, trees equivalent to those zelkova were planted as
symbol trees. At the same time, approximately 800 medium to high trees and approximately 11,000
low trees were planted, mainly consisting of small oak and sawtooth oak that are indigenous to the
Musashino Plateau, thereby creating seasonal views in the town. A courtyard was established so that
all residences have a view of the greenery, and the communal corridors were combined with the
courtyard. The courtyard passageway was finished with permeable materials, so that it would function
as a cool spot where residents can enjoy natural coolness. In individual residences, the eave ceiling of
the balcony was equipped with hooks for a green curtain, thereby enabling residents to produce
pleasant living space in coexistence with greenery. Other ideas for producing an environment where
humans can coexist with the natural environment include home gardens that can be used for food
education and community development, and the installation of birdbaths and birdhouses for small
birds. Daiwa House Industry plans to continuously deploy such green towns across Japan.

A plant in Kanagawa Prefecture with rich greenery aiming at
coexistence with goshawks

The Atsugi Branch of Daiwa House Industry designed and constructed a new plant in the
headquarters of Assist V Co., Ltd., located in “Shin Sangyo-no Mori,” an industrial complex in
Shonan recruited by the Fujisawa city government.

Because there was a habitat of goshawks, an endangered species, near the site of this
complex, we promoted planning for the new plant aimed at coexistence with goshawks in
accordance with the Kanagawa Goshawk Protective Guidelines and through consultation with
experts in goshawks. The protection of goshawks and the conservation of the natural
environment were incorporated into the greening plan of the plant site. By presenting greening
proposals to the customer from an initial stage of the building proposition, we planned to cover
25% of the site with greenery. To establish rest spaces and feeding sites for goshawks in the
premises, we planted trees that would produce fruit liked by small birds that are the prey of
goshawks, in the direction of nesting trees, and simulated changes in the portfolio of tree species
over the next 15 years. Furthermore, we took care to exclude the breeding season from the
construction period, so that the construction work would not interfere with the breeding of
goshawks. We will continue promoting construction planning in accordance with the Biodiversity
Guidelines, incorporating
considerations  for  the
ecosystem network and
introducing locally suitable
species.

Example

. High trees (evergreen)

® Low trees (evergreen)

@ High trees (deciduous)

high, medium
and low trees

Appearance perspective

P99  Biodiversity Guidelines

@ Medium trees (evergreen)

® Medium trees (deciduous)

Mixed planting of

Interior of “Hibarigaoka feels 1-bangai”

M Simulation of change over time

Height of the building
12.6 m

(T()) [At the time of planting]

B)

[5 years later]

. 4

B

[15 years later]

S

8
6
4
2
0

The species of trees were selected so that their future
heights would become the same as that of the
building, thereby not preventing the traveling of birds.
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Commercial establishment with rich greenery “BiVi Senriyama”

Example i, Osaka

“BiVi Senriyama” was designed and constructed by Daiwa Lease, one of our Group
companies, and was opened in April 2015. This building is located in the commercial zone
in the Osaka Senriyama Re-development area. Its wall facing the station square is
equipped with wall greening that uses our proprietary technology, and produces a colorful
and voluminous atmosphere. At the center of the building, state-of-the-art column greening
is established in the triple-height hall. These green columns with a height of 13 meters
provide visitors to this facility with a dynamic impact. Rest spaces are also installed around
the green columns, thereby incorporating greenery into the part of people’s life. On the third
floor of the facility is established a Japanese-style rooftop garden, which can be viewed
from Japanese-style rooms in the community center and other parts of the facility.

This commercial establishment “BiVi Senriyama” was evaluated as incorporating a
number of ideas to provide local people with pleasant viewing of greenery, and received an
encouragement award in the 9th Osaka Excellent Greening Award in December 2015.

Collaboration with WWF Japan in the revision of the Wood

Example  p/ocurement Assessment Standards

Since 2010, when we established the Biodiversity Guidelines, Daiwa House Industry has
collaborated with WWF Japan, a major environmental NGO, for sustainable wood
procurement. For example, WWF Japan has provided us with advice concerning problems
and possible improvements in our wood procurement research. WWF Japan and Daiwa
House Industry have also repeatedly discussed responses to the latest social and
environmental issues, including the felling of High Conservation Value Forests caused by
corruption in the governments of producing countries.

In fiscal 2015, we commenced the revision of the Wood Procurement Assessment
Standards, and modified the standards in accordance with actual risks based on our
procurement systems, such as by establishing proprietary rules concerning high-risk and
low-risk areas and tree species.

We will continue collaborating with WWF Japan, thereby promoting a PDCA cycle
toward sustainable wood procurement, and making improvements concerning Rank C
wood.

Wall greening that faces a station square

Column greening in the triple-height hall

+ Reliability of the

New issues toward sustainable
wood procurement

* Feling of High Conservation Value

Forests caused by corruption in the
governments of producing countries

certificates  of
“legitimacy” issued by local governments

+ Variation in the details and reliability of

certification by forest accreditation

bodies/systems

* Most suppliers are not used to achieving

traceability in wood procurement, and
correct research results are difficult to
acquire.

| Voice of Our Partner NGO (WWF Japan)

Wood procurement policy and assessment standards should be revised as appropriate in
accordance with local environmental and social issues that surround forests, and with progress of
the company’s initiatives. In the recent initiatives, Daiwa House Industry reviewed local risks
through the Forest Stewardship Council (FSC) and other objective information, and re-evaluated
forest and other certification systems. These measures have enabled Daiwa House Industry to
perform assessments that are closer to the actual status, incorporating forest conditions and the
reliability of evaluation systems, thereby promoting the ecosystem-conscious use of resources,
which is the goal of our initiatives.

The results of research in fiscal 2015 based on the new assessment standards indicated that
steady improvements have been made, even though an increased number of Group companies
were included in the scope of research. On the other hand, because of the relatively large volume
of wood procurement in this industry, the procurement volume of Rank C wood, which takes up
4.7% of all wood procurement, cannot be said to be small.

Daiwa House Industry will continue with improvements in Rank C wood procurement. It is expected
that we will prioritize wood producing areas that are rated as high-risk according to the revised
assessment standards in our examination for required measures, while maintaining consistency
among all initiatives.

Mr. Mutai Hashimoto

Forest Programme Leader
Conservation Division
WWEF Japan
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=N Co-creating a Brighter Future with the Environment

To contribute to the emergence of a society committed
and zero waste emissions.

Policy and Concept

Social issues

As the quantity of natural resources consumed globally
continues to increase, resource depletion worsens. The
construction sector generates 20% of the country’s waste,
and the service life of house is short, as well.

Consumption of the world’s natural resources has increased
significantly over the years, and damage to the environment due to
resource depletion and waste generation has grown serious. Moreover,
Japan’s construction sector accounts for about 20% of the country’s
waste generation, and the service life of Japanese housing averages
about 30 years, which is quite short-lived compared to the situation in
Europe and North America.

In addition, with regard to water resources, a number of companies
involved in production and procurement outside Japan are facing the
risks of water shortages and flooding throughout the supply chain.
Japan, meanwhile, enacted its Water Cycle Basic Law in July 2014. This
law, which recognizes water as a resource belonging to all humanity,
was formulated as a basic water circulation plan for the proper reuse of
water. It also promotes the proper and effective use of water.

l Average service life of housing, by country
(yearssO 20 40 60 80 Source:
England: Housing and Construction
Statistics (1996, 2001)
U.S.A.: American Survey (2001, 2005)

Japan:  Housing and Land Statistical
Surveys (1998, 2003)

England 77 years
U.S.A. 55 years

Japan 30 years

Expectations of stakeholders

Higher durability and longer
service life of houses and
buildings

Housing and building designs
for easy dismantling for the
reuse of components

Reduced construction waste
and promotion of recycling

Reduced water consumption
throughout supply chains

.

Risks and opportunities for the Daiwa House Group

Longterm @ Increase in waste treatment costs due to a severe shortage
of disposal sites
@ Disruptions in supply of construction materials and a steep
rise in prices due to depletion of major metals and fossil
fuels and a lack of water resources

Shortterm @ Additional costs due to improper handling of waste (illegal
dumping and the like)
® Increased risk management costs due to more stringent

environmental regulations
Opportunities

Longterm @ Reduction in life cycle costs for customers through the
prolonged life of houses and buildings
® Growth of existing home business to achieve a longer life
for houses and buildings
Shortterm @ Reduction in waste generation and reduction in construction
costs attributable to an increased recycling ratio
® Cost reductions and reduced volume of resources
consumed due to more efficient use of construction materials
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| What the Daiwa House Group aims to achieve

Contributing to the sustainable use of resources by reusing
water, promoting zero waste, and extending the service life
of houses and buildings

In addition to being used for long periods of time, houses and
buildings consume considerable resources. Our Group is not only
working to extend the service life of the “skeletons” (structure or
frame) of such buildings, but we are also taking steps to enhance
the versatility and simplify the maintenance of interior facilities and
decorative elements to allow residents to cope more easily with
changing family makeup and diversity of lifestyles.

To ensure resources can be used continuously, we are
protecting water resources as well as promoting the goal of
sustainable zero waste by conserving and recycling resources
throughout the product life cycle.

In the future, we will identify suppliers, calculate the quantities of
resources we procure, and conduct risk assessments. From the
results, we will determine whether substitute building materials are
required or will consider changes in the procurement route. In
addition, in order to contribute to the emergence of a society
committed to recycling resources, we will work to establish a
system that facilitates the resale of existing housing.




to recycling, we are promoting conservation of natural resources, extending the service life of houses and buildings,

Long-Term Environmental Vision
“Challenge ZERO 2055”

With the aim of contributing to the emergence of
a society committed to recycling, our Group is
pursuing the sustainable use of resources by
extending the service life of houses and buildings
and working toward zero emissions of waste.

: Extending the service life of houses and
Action 1 buildings and conserving natural resources

In addition to extending the service life and
increasing the versatility of new houses and
buildings, we are helping to create a market in which
high-quality houses and buildings are appropriately
evaluated and traded on the market.

Average service life of housing
(Present) (Future)
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Action 2  Zero emissions of waste

We aim to achieve zero emissions of waste (through
recycling) throughout the life cycle of houses and
buildings by 2030, including the supply chain. For all
our other business, we aim to achieve the same goal
by 2055.

Reduce

Summary of Initiatives in Fiscal 2015

(Main initiatives of our Long-Term Vision)

Action 1

Maintaining the ratio of houses certified under the long-life quality

Housing housing certification system near the consistently high level of 89.9%

In our housing business, we have Il Trend in the ratio of houses certified under the
been seeking to obtain long-life long-life quality housing certification system

quality — housing  certification (%) @~ Results
under the terms of the Actonthe 100 90.0 88.5 88.8 89.9
Promotion of Popularization of — 0

Long-life Quality Housing. In *

fiscal 2015, we were able to
maintain our consistently high ~ 4©
level of certification at 89.9%. We 20
wil continue to seek such o
certifications in the future.

60

2012 2013 2014 2015 (FY)

Our adoption rate of resource-recycling products (pre-engineered

Constructi
onstruction buildings) reached 18.5%, falling short of our 25% target.

In fiscal 2015, despite our H Change in the number of buildings using
promoting the adoption of resource-recycling products (pre-engineered

resource-recycling  products ~ Puildings)
intended to suppress the Daiwa FLEST  [¥Daiwa KOMFORT @~ Adoption rate
generation of waste in our D'sOPT [D'sREAID [D's WOOD (results)
commercial and  business (bulding (%)
building business, the adoption 000 ¢ 249 26.0
of D's OPT posted a 40% g0 219 ; 2.0
year-on-year decline, while the 700 19.3 ) \8 5 220
take-up rate for our Daiwa 600 Y 200
FLEST product declined as > 418 _3 406 ¢ 180
wel by 279% We ae f0 3503 (usS 08 272 4 1
committed to improving the 200 59 63 1054 150
adoption rate in the future by 100 252 208 154 {41% 100
i icati 0 0
focusing on key applications. 2012 5013 2014 2015 )
Action 2
Business | In our production, civil engineering, and demolition segments,

we achieved our targeted recycling rate for construction and
demolition waste.

activities

In order to help establish recycling routes, we are promoting recycling not only in
our production and new construction businesses, but also in the renovation and
demolition of existing houses. As a result, we maintained our high recycling rate
for fiscal 2015. We remain dedicated to promoting this initiative.

l Resycling rates of construsiton and demolition waste (by segment)

FY 2014 results FY 2015 targets FY 2015 results FY 2016 targets
Manufacturing 98.8% 98% 98.7% 95%
New construction 96.5% 95% 93.5% 95%
Civil engineering 98.8% 95% 99.3% 95%
Renovation 77.4% 85% 78.7% 80%
Demolition 95.8% 95% 96.5% 95%
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Implementation report on the Endless Green Program 2015

Conservation of
natural resources

Focal 3
theme

(Longer durability / Waste reduction /
Water resource conservation)

Efforts in recycling resources for houses and buildings

| Basic Concept

As houses and buildings tend to be used for long periods of time,
extending their service life can be considered one of the best resource
conservation measures. Moreover, to promote the construction of
houses and buildings designed for resource recycling, it is important to
conserve resources and effectively use recycled materials in addition to
emphasizing design for easier dismantling of buildings into reusable or
recyclable components at the development and design stages; and to
reduce wood and other waste and to recycle generated waste in the
manufacturing and construction stages.

Daiwa House Industry manufactures all housing and pre-engineered
building products at its own plants in keeping with its corporate mission
to promote “the industrialization of construction.” We reduce the
generation of waste at construction sites by assembling materials on-site
that have already been pre-cut into their necessary measurements. We
also adopt, in general, construction methods that make buildings easier
to dismantle into reusable or recyclable components.

Contributing to the emergence of a society committed to
recycling by extending the service life of buildings

Adopting environment-friendly products and services to
reduce use of raw materials and waste

Priority strategies

0 Extending the service life of houses

Dissemination of products utilizing recycled
resources (pre-engineered buildings) for business
use such as shops and offices

I Management

Adopting design and construction processes
conducive to resource conservation and recycling

In the product design and development stages, we are focused on design
that allows for greater ease of dismantling for the reuse of components as
well as, when new building materials are being introduced, to emphasize
products made from recycled materials. Moreover, in the housing business,
all our properties utilize pre-cut drawings for gypsum board in addition to
reducing wood scraps. In the production and construction stages, we are
adopting construction methods that use an end material (S tile) that can be
used to promote recycling. We are also recycling edge materials and the
like to suppress the generation of waste and are practicing thorough
recycling, sorting, and re-use of waste discharged at the construction site.

As part of our efforts to use recycled construction materials in our
commercial and business building segments, in 2008 we established an
initiative to promote the adoption of “green procurement items” (30 check
items). A supplier that mests at least 10 of these 30 items is recognized as
a “green procurement site.”

Resource recycling flow chart for houses and buildings

L N

Natural resources c 5 = m
o L Qo
= E=1 ° €
=] 3] =]
a 3 = Landfill disposal
[s] <} c
S .
a 8 a

—|Recycled materials|
Reduction of
waste generation
Wood waste, etc.
Recycling
v

 Proactive adoption of recycled materials | ® Reduced waste from wood scraps

¢ Design for efficient use of materials ¢ Recycling of construction waste

 Design for ease of dismantling for the
reuse of components

GEEICTENEY P166 30 green procurement items (in Japanese only)

Priorit . . .
strategﬁ, 0 Extending the service life of houses

In addition to ensuring the basic performance of our housing products
in the areas of durability, seismic resistance, and energy efficiency, our
company is responding to future changes in family structure, housing
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developments, versatility, ease of maintenance, and upkeep. For
example, in the area of durability, we are using the electrodeposition
painting method for major structures, which results in a service life
exceeding 75 years.* In fiscal 2015, 89.9% of our houses were
certified under the long-life quality housing certification system (which
represents a 1.1 percentage point increase year-on-year). We will
continue to promote the effort to extend the service life of housing.

* According to Japanese housing performance labeling standards, the highest rating is
accorded to houses whose structural framework has been evaluated as being able to
last three generations (75-90 years).

Responding to the long-life quality housing certification system

Performance of xevo

Meets the standard for a home with a long service life that can Correspondence

support several generations. to standard

Correspondence
to standard

Correspondence
Is easy to maintain. to standard

Resistance to deterioration

Seismic resistance Provides sufficient earthquake resistance.

Ease of maintenance and
renovation

Correspondence

Energy efficiency Is designed for energy efficiency. to standard

Has an environment-friendly landscape and maintains and improves | Correspondence

IRl T the residential environment in other areas. to standard

Correspondence

Floor area Has sufficient floor space to provide good residential conditions. ® GG
Maintenance plan Constructed with an eye to future developments and incorporates Correspondence
plans for regular inspection and maintenance. to standard
" ; Applicable only
Versatility Incorporates measures for adapting the floor plan in response to to apartment

changes in the life style of the residents (apartments). buildings
Applicable only
to apartment
buildings

Provides adequate space for hallways and other common-use areas in

Barrier-free design order to accommodate future needs for barrier-free layout (apartments).

Priority Dissemination of products utilizing recycled
strategy @ resources (pre-engineered buildings) for
business use such as shops and offices
Daiwa House Industry has developed system architecture
products designed for standardized outer walls and structural
members of similar size and specification and is promoting their
adoption by offices, warehouses, stores, and medium-sized
plants. In addition to conserving resources through comprehensive
rationalization of steel-frame buildings, these pre-engineered
products can be factory-manufactured and processed to the
specified design

dimensions for | - i
principle members; :
moreover, they help :
to  minimize the |8 <z
generation of waste
at the construction

site. Daiwa KOMFORT (our Ryugasaki Plant Office Building)

M See p. 166 for the goals and achievements of EGP2015. (in Japanese only) ‘




Implementation report on the Endless Green Program 2015

Conservation of
natural resources

Focal 3
theme

(Longer durability / Waste reduction /
Water resource conservation)

Waste reduction and zero emissions at production and
construction sites

| Basic Concept

In addition to promoting resource recycling throughout the life
cycle of houses and buildings, we are contributing to the
emergence of a society committed to recycling by promoting
the “8Rs” of reduce, reuse and recycle all waste generated.

Contributing to the emergence of a society committed
to recycling with our zero waste initiative

Reducing and recycling construction waste in all processes

Priority strategies

0 Reduction of construction waste at housing and construction sites

@ Increase in activities toward zero emissions in all processes

I Management
Improving the recycling rate with our Plant Depo

At our residential new construction sites, we have introduced a
system we call Plant Depo that is intended to promote the
recycling of construction waste. Through this system, we collect
construction waste at the construction site and truck it to the
plant using the same truck used to transport materials to the
construction site. There, it undergoes secondary sorting and is
compressed to reduce its volume. We are continuing to take
steps to improve our recycling rate.

Plant Depo System

@ Use of recycled materials for new
constructions

Sorting out into specifically © Delivery of collected waste to the

targeted categories company’s plant by a vehicle on
its way back after delivering
construction materials to the site

>
>

Delivery of |
materials

ruction site

N~

T eb

e

Transport of
waste

No unnecessary materials delivered to the site (pre-cutting)
No excessive packaging (reduced packaging)

N~
JEE] | [N

Our company’s plant
@ Secondary sorting-out and compression/volume
reduction of collected construction by-products

© Use of the recycling
route of the plant

Plant Depo evaluation and recycling rate results
reflected on performance assessment.
Reduction in construction waste emissions promoted.

Regarding construction waste generated at production and
construction sites, we are promoting a reduction in waste emissions by
setting targets for reduction and recycling among our Group
companies involved in the construction industry.

In addition, we have developed the “Your Worksite ECO Diagnosis”
that presents the operational status of the Plant Depo, generation of
gypsum board waste, and an
assessment of the implementation
of pre-cut tiles and colored slates
in terms of “Plant Depo evaluation”
and ‘“recycling rate.” Therefore,
when an evaluation is low, each

worksite  commits  itself  to
analyzing the factors and
implementing improvement
initiatives.

ECO diagnosis assessment report

LR P117  Reflect achievements in environmental activities at
worksites on business performance assessment

Reduction of construction waste
generated at construction sites for
housing and buildings
At our residential new construction sites, we have adopted
whole-surface-coated “S tiles” (corner ridge tiles). Remnants of these tiles can
be used for other sections by turning them upside down after cutting, thus
contributing to reduced waste. At building construction sites, we have
employed design criteria that effectively take advantage of fixed-length gypsum
board. As a result, we are reducing waste oy this part is -
through innovations at the design stage. disposed of as
As a result, construction waste Waste (_k )
generated in fiscal 2015 declined to ~ +” /f'\n B
15.2 kg/m? in the new construction 7 |
sector, representing a year-on-year
decrease of 5.6%. We remain
committed to reducing our waste
emissions even further in the future.

Priority
strategy

Offcuts are used for other parts of the
same building, improving work efficiency.

Change in construciton waste emissions
(Manufacturing segment)
O—Target (basic unit) Il Result (total amount)

@— @~ Result (basic unit)

(New building segment)
O—Target (oasic unit) I Result (total amount)
@— @~ Resut (basic unit)

(1,000 t) (;g/r;”hon ver) (1,000 t) (kg/m?)
25 ) » ) 60 25
.\53 7 .- 300 o
K 18.
17.3
20 511 168 50 250 @ e 164 20
16.0  16.1 15.4 - \.<01
15 40 200 161 5915
10 30 150 37 1304 o0, 1212 10
5 20 100 5
0 0 0 0
2012 2013 2014 2015 (FV) 2012 2013 2014 2015 V)

Reduced amount of waste at construction sites using S-tiles

Amount of roofing
materials used
Amount of waste
generated

1,016 tiles/building 888 tiles/building -13%

249 kg/building 53 kg/building -79%

* Apartment houses (hipped roof), Roof area: 158 m?

Increase in activities toward
zero emissions in all processes

Priority
strategy

By promoting the sharing of recycling routes among our Group
companies, we are working to further improve recycling rates in all
processes including new construction, civil engineering, renovation,
and demolition. With the expansion of our zero emission initiatives,
in fiscal 2015 we supported and extended our zero emissions
efforts at our plants and residential new construction sites thanks to
the Plant Depo. We aim to expand our recycling system in the future
by developing more recycled materials within our Group.

M See pp. 167-168 and 170 for the goals and achievements of EGP2015. (in Japanese only) ‘
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Conservation of natural resources
(Longer durability / Waste reduction / Water resource conservation)

-

107

TOPICS

Example Developed new products of pre-engineered buildings

Pre-engineered buildings are products of the construction business of Daiwa House
Industry. In this business, we have reduced the use of steel frame, concrete and
other resources by using proprietary structural design, while cutting down on waste
generation from the construction sites by improving the plant production rate.

In fiscal 2015, we developed “D’s ALGO,” a one-storied product for medium- to
large-sized stores; “D-saju-LC,” a three-storied product for elderly housing with
supportive services; and “D’s REAID 1I,” a two-storied product for offices and
stores. By providing a portfolio of products that match diverse purposes and sizes in
accordance with the business needs, we promote initiatives for resource
conservation.

“D’s ALGO” uses a rigid-frame structure combined with a brace frame, thereby
reducing the weight of the steel frame, while guaranteeing anti-seismic performance
and free interior layout. “D-saju-LC” uses metal exterior wall materials and ALC floor
materials, thereby reducing the weight of the building. Cost and steel frame weight
have also been reduced for this product by reviewing the frame structure and
specifications of each part. “D’'s REAID II” establishes a building by bolt-joining
exterior wall panels to columns. These exterior panels can be easily disassembled
and reused, because they use dry joints in the vertical direction.

We will continue proactively promoting the development and dissemination of
such resource conservation-conscious products.

Intensified leasing proposals concerning temporary
offices, schools, vehicles, and energy
conservation/creation equipment (Daiwa Lease)

Example

In the leasing business, items of a necessary quantity are used at necessary times.
After use, the items are recycled and delivered again to people who need them. Such
a business model of the leasing business exactly represents the model of a
resource-recycling business where precious resources should be continuously
reused and recycled.

Daiwa Lease, one of our Group companies, operates the leasing business of

temporary offices, schools, vehicles and other items. The company developed a

proprietary “reusable foundation,” a resource-recycling foundation for temporary

buildings that can substantially reduce waste generated from construction and
demolition. This foundation has a simple structure that only joins H-shaped steel with

an internally produced base foundation with removable bolts, thereby reducing waste

generation on construction sites and shortening the construction period.

In fiscal 2015, continuously leasing conventional products from the previous fiscal
year, we promoted a proposal for the leasing of energy creation/conservation
equipment. Due to the switchover of business policy from leasing to sale of
prefabricated buildings, the sales of the leasing business decreased by 9.3% from
the previous year to 47.4 billion yen. The sales of the selling business increased by
17% from the previous year to 52.4 billion yen. The sales combining the leasing
business and the selling business increased by 2.9% to 99.9 billion yen.

In coming years, we plan to increase 100%-reusable (pre-engineered) temporary
buildings, including their foundations.

* Patent No. 3612065

Reusable foundation

DaiwaHouseGroup CSR Report 2016




Implementation report on the Endless Green Program 2015

Conservation of
Focal natural resources

theme

3

(Longer durability / Waste reduction /
Water resource conservation)

Water resource conservation

| Basic Concept

For companies that consume water on a regular basis, it is
essential to consider the time of year and the location of
consumption as well as the quantity consumed. Moreover, in
recent years, water risk has been increasing as a factor within
the supply chain. Therefore, our Group is taking steps to
reduce water consumption and promote recycling in all
processes. In addition, we have established reduction goals
for Group companies whose facilities consume large
quantities of water, and we are working diligently to reduce
water consumption throughout our Group. We are also taking
this opportunity to identify water risks within our supply chain.

Promoting sustainable use of natural resources
through water resource conservation

Promoting reduced water consumption and recycling

in all processes
Priority strategies

Promoting water conservation at facilities with high
water consumption

I Management
Promoting water conservation at resort/sports facilities

Water consumption differs significantly among the different types
of business. In the Daiwa House Group, the water consumption in
the segment of resort/sports facilities with large public baths and
swimming pools and the segment of hotels and nursing care
facilities with bathtubs accounts for about 70% of the water
consumption in all the segments.

We therefore focus our water saving efforts on the protection of
water resources in these two segments. We have set reduction
targets and are implementing measures to reduce water use.

Water consumption by segment
Manufacturing,

Offices logistics, delivery centers
3.6% ' 4.9%
Hotels, nursing care facilities . Construction
14.8% 8.9%
7,1 62 ‘7 Commercial buildings,
1,000 m? shops 8.3%
Resort/sports facilities (FY 2015)
59.5%
(1,000 m?) (m?/100 mil. yen)
14,000 350
306.6
12,000 261.8 2532 300
10,000 224.3 250
8,000 7110 7,068 7118 7,162 200

6,000
4,000

150
100
50
0 0

2,000
2012 2013 2014 2015 (FY)
GEEERENEEY P169-170 Water consumption (in Japanese only)

Promoting water conservation at
facilities with high water consumption

Priority
strategy

For the three Group companies* with high water consumption, we
established targets for water consumption per user as well as a
priority target list. We are installing water-saving fixtures and
appliances and other ways of reducing water consumption.

In fiscal 2015, after instaling water-saving packing and
water-saving showerheads, we were able to reduce the water
consumption volume per unit of sales by 11.4% relative to the level
for the preceding fiscal year.

* Daiwa Resort, Daiwa Royal, Sports Club NAS

4 N

TOPICS

Renewed water-saving devices to those with
constant-flow valves (Daiwa Resort)

In our hotels, water-saving devices were installed in many
parts of shower rooms, kitchens, etc., from 2005 to 2010. Over
time, many of these devices were removed due to
deterioration and damage.

In fiscal 2015, it was decided to replace these devices, and
we installed pilot water-saving devices with constant-flow
valves in Genkai Royal Hotel, to measure the flow and check
the effect of these devices. We selected this type of device
because most of our hotels are medium- to high-storied
buildings, and bathhouses and kitchens with large water
consumption are located on lower floors with higher water
pressure, and therefore the water-saving devices with
constant-flow valves can be highly effective by preventing a
larger discharge of water than neoessary In Genkai Royal
Hotel, water consumption -
of the entire building was
reduced by approximately
7% from before the |
installation of  these |
devices. We planto expand |
the use of these devices to f
other hotels for reducing
water consumption.

Measurement using flow sensors

-

I Future Plans

In the area of water consumption, we are identifying ways to
reduce water consumption at resort/sports facilities by
installing even more water-saving appliances in the future.
We are also targeting the development of a water-recycling
system that uses rainwater and groundwater and are taking
steps to conserve water resources.

As for water risk, it is not currently evident, but we are
using an evaluation tool related to water risk provided by the
World Resources Institute® and we try to clarify the future
impact on our Group businesses and throughout the supply
chain.

* An independent organization which conducts policy research and provides
technical support on issues related to development and the global environment.
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Prevention of

Focal
theme 4

chemical pollution

= Co-creating a Brighter Future with the Environment

Having developed and strengthened our system
of chemical substances.

In the future, we will promote further control of
affecting the ecosystem and human health.

Policy and Concept

Social issues

A global agreement to “minimize the marked adverse effects of
chemical substances by 2020” has driven the strengthening of
chemical substance management regulations at home and abroad.

Taking the opportunity presented by the commitment signed in 2002
at the World Summit on Sustainable Development (Johannesburg
Earth Summit 2002) that “chemicals should be used and produced
in ways that do not harm human health and the environment,”
Europe and the U.S.A. strengthened the regulation of chemical
substances through TSCA,*' the EU/REACH regulation,*? and the
RoHS Directive.*3 Domestically, “sick house” measures under the
revision of the Building Standards Act and regulation of various types
of chemical substances were strengthened.

Even regarding issues of soil contamination, the Soil
Contamination Countermeasures Act was enforcedin'2003; with its
regulatory targets later expanded. Preventing the spread of soil
contamination during demolition of factories and th
large-scale development has become a social issue, .z

Expectations of stakeholders

Offering health-oriented
housing that eradicates the
issues of sick houses and sick
buildings

Environmental ri
assessment at p
sites

Promoting comprehensive
chemical management through
the supply chain

Preventing the sp
contamination

.

Risks and opportunities for the Daiwa House Group

Longterm  ® \When new regulations on chemical substance are added, the
cost of changing inspections and replacing products increases.
Shortterm  ® Customers are exposed to health hazards such as the sick
house phenomenon as a result of building materials that
incorporate toxic chemical substances.
® When land with a high risk of soil contamination is subdivided
and developed, soil and groundwater contamination can result
in health hazards.

® Responding to the health hazards mentioned above and the

negative impact on brand image entails increased costs.
Opportunities

Long term  ® When the importance of health considerations in a house or
building increases, we can provide our customers with a safe,
reliable product by dealing with this issue quickly.

Shortterm @ Provide safer land to customers concerned about soil
contamination risk.

*1 The Toxic Substances Control Act is a regulation on toxic substances that took effect
in the U.S.A. in 1977.

*2 REACH (Registration, Evaluation, Authorization and Restriction of Chemicals): The
new EU chemicals legislation in force since June 2007

*3 RoHS (Restriction on Hazardous Substances): An EU Directive on the restriction of
hazardous substances in electric and electronic equipment, which prohibit the use of
these substances
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| What the Daiwa House Group aims to achieve

Contributing to a society in which people and ecosystems never
suffer adverse effects from chemical substances

By constructing a verification system for chemical substances at
the procurement stage and reducing, substituting, and
appropriately managing chemical substances, we are continuing
to minimize chemical contamination of land and building materials.

By planning to minimize (ultimately to zero) the marked adverse
effects of chemical substances on human health and the
environment through ongoing efforts to reduce, substitute — and
by appropriately managing the chemicals our products contain
and further promoting management of soil contamination — we
are contributing to the emergence of a society that never suffers
adverse effects from chemical substances.




for managing chemical substances, we are addressing emerging issues as well as the potential risks

chemical pollution across a wider scope. We are also planning to minimize the risk of adversely

Long-Term Environmental Vision
“Challenge ZERO 2055”

Our Group is focused on ensuring the appropriate
management of chemical substances throughout
the life cycle of our houses and buildings. We plan
to minimize (ultimately to zero) any adverse risks
to human health and the ecosystem.

. Minimizing (ultimately to zero)
Action 1 chemical substance risk

While working to identify chemical substance risk
throughout the lifecycle of our houses and buildings,
we continue to work toward the minimization
(ultimately to zero) of risk by taking a preventive
approach to pursuing the reduction, substitution,
and appropriate management of toxic chemicals.

Reduction

Minimization

Substitution

(ultimately to zero)

Appropriate
Management

Action 2 Minimizing (ultimately to zero) soil

contamination risk

Through strict management of soil contamination
risk that includes land history investigation, soil
surveys, and contamination countermeasures not
only for Daiwa House Industry’s holdings but also
during all processes from land transaction to
construction, we continue to seek to minimize
(ultimately to zero) risks, which include the
prevention of secondary contamination.

Soil contamination
risk management

Daiwa House

Industry's Land 6o ntruction

holdings transactions
(such as plants)

Risk
Minimization
(ultimately
to zero)

Summary of Initiatives in Fiscal 2015

(Main initiatives of our Long-Term Vision)

Action 1

Minimizing chemical substance risk

Products and services

We formulated our CSR Procurement Guidelines and established a risk
management system for the chemical substances contained in building
materials. Regarding interior materials that affect indoor air quality, we are
introducing improvements by devising testing methods that provide even higher
precision.

Business operations
Through a joint working group that operates throughout our Group, we will
continue to carry out work related to reduced use of toxic chemical substances.

* We are working to reduce the amounts of PRTR-listed chemicals that are
released and transferred by using weak solvents in our anticorrosive paints
and thinners.

Action 2

Minimizing soil contamination risk

Daiwa House Industry’s holdings

Accompanying the expansion and modification of four of our plants (Nara,
Ryugasaki, Tochigi-Ninomiya, and Kyu-Shikoku), we introduced all our soil
survey and pollution control measures.

Land transactions

As a general rule, in all cases involving the resale of land, we conduct surveys of
the land’s history to identify the soil contamination risk. As a result of our land
history surveys, when the need was identified, we conducted risk reduction
efforts through soil surveys and pollution control measures.

Construction

In an effort to contain soil contamination, we continue to exercise management
based on our voluntary standards in addition to complying with regulations such
as laws and local bylaws. This applies to any soil that is excavated at the time of
construction.

¢ We confirm information such as the current state of the excavated soil and the
origin of the soil in place. In cases where it is determined that a contamination
risk exists, we analyze 25 items related to the chemicals specified under the
Soil Contamination Countermeasures Act (or eight items of natural origin) and
undertake quality management practices on the soil in place while instituting
appropriate management of excavated sail.
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Implementation report on the Endless Green Program 2015

Focal 4 Prevention of
theme

chemical pollution

Reduction in toxic chemicals in our products and services

| Basic Concept

Improvement in the indoor air quality of
residential facilities

To minimize (ultimately zero) the risk of chemical substances, it
is important to reduce the use of toxic chemicals and substitute
them with benign alternatives at the development and planning
phases of our houses and buildings and to confirm that no
indoor air quality problems are present after construction. At
Daiwa House Industry, we are taking steps to improve indoor
air quality in residential housing by enforcing countermeasures
against the sick house phenomenon by using industry-leading
building materials and by constructing houses to healthy
specifications that meet standards for the presence of VOCs.

Minimizing (ultimately to zero) the risks of
chemical substances

Oldentifying chemical substance risk throughout
the life cycle of houses and buildings

O Promoting the reduction, substitution and
appropriate management of chemicals

Priority strategies

0 Setting standards for low-VOC construction materials

@ Developing and publicizing health-oriented specifications

I Management

Establishing the self-standards for specific measured
substances under the Housing Quality Assurance Act

In order to contribute to a better indoor air environment, we
established the goal of setting the self-standards more stringent
than the national guidelines set for five substances™ under the
Housing Quality Assurance Act*? as specific measured
substances. We conduct indoor air quality measurements every
year for a certain number of residential facilities at completion of
construction to evaluate and improve the air quality.

*1 Act regarding the promotion of quality assurance of houses
*2 Formaldehyde, toluene, xylene, ethylbenzene, and styrene

Establishing the Chemical Substance Management
Guidelines

In an effort to strengthen chemical substance management, in
2010 we formulated our Chemical Substance Management
Guidelines and put them into effect. They are being applied mainly
to our housing products (single-family, low-rise rental housing). In
2015, we established our CSR Procurement Guidelines regarding
the chemical substances present in products and shared them
with our suppliers. We minimized use of materials associated with
high risk with the aim of providing products with little impact on the
health of stakeholders or the environment. Similarly, regarding the
use of prohibited substances and restricted substances, we have
positioned our Chemical Substance Management Guidelines as
part of our CSR Procurement Guidelines and have adopted the
goal of extending the targets to encompass all products we
procure.

In these new guidelines, we have designated about 280 types of
managed substances, with each assigned coverage under one of
the three levels of management: “use prohibited;” “control required /
use restricted;” and “monitoring required.”

Moreover, through the use of these guidelines, we identified the
chemical substances used in our building materials and took steps
to minimize the risk of these substances by monitoring for their
presence or absence as well as the amounts contained and
emitted.

111 DaiwaHouseGroup CSR Report 2016

Positioning of the Chemical Substance Management
Guidelines under the CSR Procurement Guidelines

CSR Procurement Guidelines (Established July 2015)

(1) Business Partner Code of Conduct

(2) Corporate Activity Guidelines

(8) Guidelines for Products

Biodiversity Guidelines [Wood Procurement]

Management levels under the Chemical Substance Management
Guidelines

Level 1 <Use prohibited>
Substances and substance groups that are
prohibited to be used in all products

Level 2 <Control required / Use restricted> All procured products
Substances and substance groups for which
the status of use in major construction
materials should be identified. (Some materials

have restrictions on their use.)

Level 3 <Monitoring required> )
Substances and substance groups for which | Housing products

the status of use in major construction (single-family, low-rise rental housing)
materials should be identified.

P118 CSR Procurement Guidelines
P172  Chemical Substance Management Guidelines (in Japanese only)



Setting standards for low-VOC

Priority 0
strategy construction materials

Daiwa House Industry as well as Daiwa Lease, a Group company,
provide many residential facilities. To contribute to better indoor air
environments, all the interior finishing materials we use are rated as
Japanese formaldehyde emission class F¥<¥¥c¥c* Moreover,
even for interior finishing materials applied to foundations, we are
proactively adopting formaldehyde-free glass wool and rock wool
and the like.

In addition, regarding indoor air quality concentrations at our
company’s housing products (single-family, low-rise rental
housing), we conduct annual tests at a given number of properties
following construction. The scope of these tests includes
built-for-sale houses and rental apartments; residential buildings
such as nursing facilities where the period of residence is typically
lengthy; and, since 2014, hotels and hospitals. We are expanding
the application of this system for measurement, assessment, and
improvement.

In the future, we intend to conduct investigations of a given
number of properties with consideration for the intended use of the
building and changing conditions such as the region and climate.
Upon receiving the results of the analysis, we will undertake to
improve the indoor air environment.

* The rank with the least release, with no restrictions on use for indoor finishes

Measuring indoor air quality concentrations

Priority Q Developing and publicizing

B health-oriented specifications

Since fiscal 2015, we have been testing and evaluating our main
wooden construction materials with a more realistic method by
employing a chamber test* that measures the release of
formaldehyde and other chemical substances emitted by these
materials. The results of these tests have directed us toward the
use of substitute building materials with lower emissions of
formaldehyde and the like.

Furthermore regarding single-family housing, we are adhering
to health-oriented specifications that focus on the indoor air
environment, and are providing housing that considers the air
environment even more.

* A test using a small chamber to determine

the speed and concentration of chemicals
released from construction materials

VOC-release measurement using
the small chamber method

TOPICS

Development of “Air Purifier ef
(Excellent Fresh)”

There have recently been increasing concerns about indoor
air quality. Indoor air contains many pollutants, such as
minute particles coming in from outside, including pollen
and PM2.5,* as well as house dust and other substances
generated within rooms.
In 2005, Daiwa House Industry developed the

“Air Ventilation and Cleaning System ef,” a ceiling
embedded air purifier. In fiscal 2015, the system was
renewed as “Air Purifier ef,” with improved efficiency at
removing pollutants from the entire room.

* Particulate matter less than 2.5 um in diameter

I Future Plans

In fiscal 2015, after we formulated our Chemical Substance Management Guidelines, we identified the amounts of chemical substances
contained in and emitted by newly adopted building materials, and we assessed the chemicals where necessary.

In the future, we will continue to remove potential risks that arise in the product life cycle while identifying international trends in
chemical substance management regulations — such as those in the EU, which is taking the lead in chemical substance management —
and by undertaking effective risk assessments as have been recently introduced under the Occupational Safety and Health Act of Japan.
We are also addressing the need to improve our building materials by sharing information and collaborating with our suppliers.
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Implementation report on the Endless Green Program 2015

Prevention of

Focal 4
theme

chemical pollution

Reducing chemical substances in our business operations

| Basic Concept

Reducing chemical substances and minimizing
soil contamination risk in development,
planning, and production processes

In order to minimize the risk of chemical substances in our plants,
we are focusing on those chemicals targeted by the PRTR* and
are prioritizing those exhibiting especially high toxicities such as
carcinogenicity, reproductive toxicity, and mutagenesis. These are
the chemicals whose use we seek to reduce. Furthermore, in an
effort to control air pollution, we are taking steps to reduce the
amounts of VOCs present in paints. Moreover, in terms of sail
contamination countermeasures, we conduct comprehensive soil
surveys and are implementing countermeasures at our plants and
construction sites while ensuring appropriate management.

* PRTR (Pollutant Release and Transfer Register): A system that requires business
operators to report the release and transfer of chemical substances once a year to
the government, which then tabulates and publicizes the collected data.

Minimizing (ultimately to zero) chemical substances and
the risk of soil contamination

Oldentification, reduction, and appropriate
management of chemical substances

O Comprehensive soil contamination surveys
and countermeasures

Priority strategies

Promoting reductions in PRTR-listed chemical
substances as well as VOCs

9 Preventing air pollution and water pollution

Implementing countermeasures against soil
contamination

Priority o Promoting reductions in PRTR-listed
strategy chemical substances as well as VOCs

Implementing a cross-segment working group

In order to reduce the amounts of chemical substances handled in
our plants, we hold periodic meetings of a cross-segment joint
working group that includes participants from the development
and manufacturing segments.

Our development segment, as part of its commitment to
continuous improvement, investigates ways to substitute less toxic
alternatives for current materials, using reports on the status of
chemical substance usage in our plants, as well as this segment
selects new materials with low toxicity when setting materials.
Moreover, our Group companies are collaborating to share
information and promote improvement initiatives.

Managing chemical substance risk

PRTR/VOC working group
(Daiwa House Industry, Daiwa Lease, DesignArc)

Development segment Manufacturing segment

Development of
improvement plan

Implementation of SDS*

Identification of chemical TERECINENR ETE) Xl e

substances at time of adoption

substance aggregate
database

Improvements related to
PRTR/VOCs

Reporting of
PRTR/VOC records

* Safety Data Sheets are documents providing information on the characteristics and
handling of chemical substances. They are provided as a data source when businesses
release and supply chemical substances and products.
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Reducing the use of chemical substances by
changing materials and methods

Our Group seeks to reduce its use of PRTR-listed substances while
also reducing its release of VOCs.

In fiscal 2015, with respect to surface elements for some of
products in our single-family housing and rental housing segment, we
undertook to develop and expand the use of metal fittings with
reverse-side fastening instead of conventional screw fastening.
Minimizing repairs to external wall surface elements enabled us to
reduce the quantity of paint used. Thus we helped to reduce our use of
PRTR-listed substances while also reducing VOC emissions.

In addition, the commercial and office building segment of Daiwa
House Industry as well as Daiwa Lease, one of our Group companies,
are adopting weak solvent-based anticorrosive paints and thinners.

Change in the release and transfer of PRTR-listed chemicals

M The total release and transfer
@— O— Release and transfer per sales unit

39.8«
reduction

o. compared with
® o 0.425

(kg/million yen)
0.6

the 2012 levels

200 '\. 0.4

100 . 0.2
185.2 1471 13911 129.1

0 . 0

2012 2013 2014 2015 (FY)

Change in VOC emissions

M Total emissions
@— ®— Emissions per sales unit

() (kg/million yen)

500 —_ 1.941 compared with 20
1.987 — 0, the 2012 levels
1.959
400 . 19
N

1.8

300 @ 1.786
200 N 365.5 382.0 1.7
100 1.6
0 2012 2013 2014 2015 (FY) 0

Note: Regarding the release and transfer of PRTR-listed substances and the basic unit of
VOC emissions per unit of sales for fiscal 2014, we have corrected the numerical
values listed in our 2015 Environmental Report.



Priority @ Preventing air pollution and water
strategy pollution

In addition to having taken preventive steps by performing measurements
and inspections according to the terms of the Air Pollution Control Law and
Water Pollution Control Law at all of our plants since fiscal 2007, we have
strengthened our management system and are continuing to comply with
emissions standards regarding soot and drainage.

At our Nara Plant, we introduced a combustion exhaust gas treatment
device incorporating thermal storage for the cation electrodeposition
coating apparatus that we introduced in fiscal 2015. As a result, we were
able to reduce the concentration of VOC emissions from the paint-drying
oven by more than 98%. In an effort to generate additional energy
efficiencies, we also installed a heat exchanger that enables the exhaust
heat to be reused, thus achieving 94.5% efficiency.

Looking to wastewater, we perform ongoing maintenance and monitor
the wastewater from the wastewater treatment faciity of the
electrodeposition coating apparatus that is the main source of discharge to
public waters (coastal bodies
of water and waterways). In
addition, our plants in Kyushu,
Nara, and Ryugasaki
introduced D’s FEMS* and are
monitoring  for abnormalities
with the drainage facilities. We
will continue to take steps to
prevent air and water pollution.

* Our unique plant energy —

management system Combustion exhaust gas treatment devi
thermal storage

Priority 9 Implementing countermeasures against
strategy soil contamination

We continue to practice appropriate management to minimize the
risk of soil contamination. Specifically, we verify the soil history
whenever a property transaction takes place and take steps to
prevent the spread of contamination during construction.

Measures to address soil contamination at our
holdings (plants)

As one of our efforts to comply with the Soil Contamination
Countermeasures Act and ensure risk management, soil inspections
are conducted regularly at our plants. The expansion and renovation
of our Nara, Ryugasaki, Tochigi-Ninomiya, and Kyu-Shikoku Plants
conducted in fiscal 2015 fell under Article 4, “Change to the Form or
Nature of Land of at least 3,000 m2” of the Soil Contamination
Countermeasures Act. We therefore conducted soil contamination
surveys, including depth surveys involving soil boring. The results of
the surveys revealed that soil on the premises was partially
contaminated. We reported the details of the results to the
government agency in charge and took the necessary measures.
We are planning to test the sail at the other plants as well.

Excavation and removal of contaminated soil (Nara Plant, Tochigi-Ninomiya Plant)

Response measures

Detected substance ‘ Unit Reference‘ Maxwmum‘

value conoentration

Nara Plant (No. 3)

540 \ Excavation and removal work completed

Lead (content) \ mg/kg \ 150 }

Hexavalent chromium (eluted) | mg/L | 0.05 | 0.8 | in conjunction with renovation.

Ryugasaki Plant (District No. 4)

*The soil contamination survey confirmed no contamination was present.

Kyu-Shikoku Plant (Zone C)

Lead (content) mg/kg 150 1,200 .

Excavation and removal work completed
Lead (eluted) mg/L 0.01 0321 i conjunction with renovation.
Arsenic (eluted) mg/L 0.01 0.04
Fluoride (eluted) mg/L 0.8 3.3 | Reported to the government agency as
Fluoride (groundwater) mg/L 0.8 4.3 | being attributable to natural causes.

Tochigi-Ninomiya Plant (periphery of District No. 2)

Lead (content) \ mg/kg \ 150 \24,000 \Excavation and removal work completed
Lead (eluted) ‘ mg/L ‘ 0.01 ‘ 0.025 ‘in conjunction with waste removal.

Preventing the spread of soil contamination
accompanying land transactions and construction

As a general rule, prior to purchasing any land, we investigate into the
history of the land we intend to market later. If it is determined from
the sail history investigation that soil contamination might be present,
we undertake a soil survey. If soil contamination is found, we will sell
the property only after contamination countermeasures have been
put in place. Moreover, when soil is carried in or carried out during
construction work, we confirm the regional source of that soil and
conduct a quality inspection on the soil and in areas where a
contamination risk arises from the sail that is carried in or out. We
then select an appropriate disposal site based on the results of the
soil survey and take steps to prevent secondary contamination. *

* Spread of contaminated soil into non-contaminated areas

Flowchart for Prevention of Soil Contamination Risk in
Association with Land Transactions

Measures
. Possibility of " taken
Land histon f Soil . . h
investi aliox soil — surve Contaminated = including —»
9 contamination Y excavation
and removal
Start of
construction
No possibility Nom- 5
of soil contaminated
contamination

Goals and Achievements

@ : Goal for fiscal 2015 achieved
@ : Goal for fiscal 2015 not achieved (improved from the previous year)
Q: Goal for fiscal 2015 not achieved (worsened from the previous year)

Management indicator

(KPI)

Scope

Fiscal 2014 results

Fiscal 2015 goal

Fiscal 2015 results

Self-assessment

Release and transfer of
PRTR-listed chemical
substances per unit of sales

Daiwa House Group

32.7% reduction
(Relative to fiscal 2012)

Improvement relative
to fiscal 2012

39.8% reduction
(Relative to fiscal 2012)

®

Volatile organic compound (VOC)
emissions per unit of sales

Daiwa House Industry

2.3% reduction
(Relative to fiscal 2012)

Improvement relative
to fiscal 2012

10.1% reduction
(Relative to fiscal 2012)

®

promoting reduced release and transfer of PRTR-listed substances and VOCs.

See pp. 171-172 for detailed data. (in Japanese only)

In 2015, the release and transfer of PRTR-listed chemical substances per unit of sales by our single-family housing and rental housing
segment and Daiwa Lease, a member of our Group, declined by 39.8% relative to fiscal 2012 levels, which met our target. In addition,
progress was achieved in adopting weak-solvent based paints and thinners and reducing the use of paints. Specifically, we reduced
VOC emissions per unit of sales by 10.1% relative to fiscal 2012, achieving the target.
We have promoted the adoption of weak solvent-based and water-based paints and thinners. Likewise, we intend to continue
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Environmental management

I Basic Concept and Promotion System

All the companies that comprise the Daiwa House Group share our
Environmental Vision, which is based on a preventive approach,
and are promoting environmental initiatives in all aspects of their
various business operations. To promote this effort, we established
the Group Environmental Promotion Committee with the President
and COO of Daiwa House Industry as Director, and with the
Executive Officer in charge of the Environment as Chairman. This
committee convenes twice a year and deliberates and decides on
the basic environmental initiatives that our corporate Group should
address. This committee also designates and presides over the
environmental initiatives of the entire Group.

Under the Committee, there are 10 specialized subcommittees,
each led by the Executive Officer in charge. These are
cross-departmental small groups, which engage in well-planned
improvement activities, including review meetings held once every
three months.

Environmental management organization

Environment Director (President)

|
i ; o Management of
Group Environmental Promotion Committee L the entire

(Chairman: Executive Officer in charge of the Environment) Group

Department (Ct ittee Office)

[ 1
Daiwa House Industry Specialized Subcommittee

ECO products ECO process Management of

(products and services) (business activities) GVOUP_ L each 9
Five subcommittee: Five subcommittee: CEENIES department

Single-family Houses, Housing Offices, Housing Construction,

Complexes, Condominiums, Building Construction,

Commercial Facilities, Factories, Logistics

Buildings

Worksites/plants
Environment Environmental ECO supporters Management of

Director Promotion Manager

t-each
(Branch (General Affairs and Accounting worksite/plant
Manager/Plant Manager/Quality and
Manager) Environmental Control Manager|

I Promoting Environmental Management

One of the basic policies of our Group Code of Ethics is “with the
environment.” The entire Group is committed to environmental
management in line with this basic policy.

Reflect achievements in environmental activities at
worksites in business performance assessment

Since fiscal 2012, we at Daiwa House Industry have been implementing
the “Your Worksite ECO Diagnosis” program based on company-wide
priority management items. Under the program, the level of improvement
at each worksite is assessed quantitatively and scored. Diagnosis results
are shared twice a year throughout the company, and the worksite
ranked top for the year is awarded the Outstanding ECO Worksite. In
fiscal 2014, we established a system to reflect diagnosis results in each
worksite’s performance assessment. Upon the introduction of this
system, we trained and assigned 95 new ECO supporters to assist the
Environmental Promotion Manager at each worksite. With these efforts,
we promote a bottom-up approach in our environmental activities.

In fiscal 2015, with the encouragement of ECO supporters, the
adoption of environmental activities progressed, with the number of
worksites attaining the top S rank having greatly increased to 21
worksites (for a year-on-year increase of six worksites) while the number
of worksites with a D rank totaled two. In fiscal 2016, we will review the
assessment standard and formulate plans to achieve further
improvements.

Results from “Your Worksite ECO Diagnosis”

2% 0% 13% — 2% m Rank S
18% 25% Rank A

Rank B

m Rank C

FY 2014 FY 2015 Rank D

83 worksites* 83 worksites*

46%— 349 25%-— \_34%

* Plants are diagnosed separately in another evaluation.

Reflect environmental management results of Group
companies in business performance assessment

Since fiscal 2013, we have been expanding the scope of our
environmental management targets to include the main consolidated
subsidiaries with which we have close capital ties, and in fiscal 2015
we identified and implemented numerical goals in 33 companies. For
our 18 main Group companies imparting a significant environmental
impact, we have incorporated environmental management items into
the performance assessment and have evaluated the progress of
these companies’ environmental initiatives.
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In fiscal 2015, eight of the 18 companies achieved the highest
placement of A rank, while three companies received a C-rank
assessment. These assessments covered common themes that
concern the entire Group such as energy efficiency and design for
the environment. This was accomplished through working with the
Joint Working Group under the Environmental Promotion Manager,
and resulted from uniform efforts to adopt best practices. In fiscal
2016, we will review the assessment items and standards and
continue to promote improvements among Group companies.

Group’s Environmental Performance Assessment Results

0% 7%~ M Rank A
28%—~ Rank B
Rank C

FY 2014 FY 2015

18 companies 18 companies

72% 39%—" 44%

Management of environmental performance data

Our company has its own environmental information system
“ei-system” to collect and tabulate environmental data of worksites
and understand and manage the progress of activities on a monthly
basis. With “ECO Kan!,” the target management system we
developed, we collect quarterly environmental data of Group
companies concerned, including energy consumption, CO:2
emissions, and waste emissions, and manage the progress.

Beginning in fiscal 2016, we wil aggregate into one
environmental system all the detailed data obtained from those
companies that previously had been managed individually. Through
visualization and the increased analytical power obtained by
introducing a new system that increases the precision and
efficiency of data collection, tabulation, and target management,
we are taking steps to further improve this activity.

Environmental Performance Data Management System

% % Quarterly reporting gm

Daiwa House Industry ~Group companies (online) Target management system
(Head Office) (Head Office)

Environmental Tabulation/
information system Use for performance Analysis
“ei-system” assessment
Feedback to
companies and offices

Monthly reporting
(online)

,,,,,, Disclosure in CSR ‘ .
— m m
] 1]} ] Responses to
questionnaires

Daiwa House Industry
(offices, plants, etc.)

Daiwa House Industry
(Environmental Department)




I Environmental Audits

Acquisition of ISO 14001 and implementation of
environmental audits

The Daiwa House Group has succeeded in acquiring certification of
registration with ISO 14001, the international standard for
environmental management systems, and we continue to update and
maintain our registration status. Moreover, the segment in charge
uses the manual made by each company to periodically implement
environmental audits and provides instruction and confirmation
regarding the operation status of the environmental management
system in addition to details of environmental performance, pollution
control, and risk avoidance. As well, the results of the audits are
reported to the management as material for management reviews
and are utilized to promote continuous improvement.

1ISO 14001 Certification

Production and Procurement Department (excluding

Daiwa House Industry |y rchasing Department) and all 10 plants

Daiwa Lease Entire company

Safety and Quality Promotion Department, Mie Branch, Nara

Daiwa Logistics Branch, Osaka Minami Branch (former Kansai Haiso Center)

Fuijita Entire company (excluding office outside Japan)
(as of March 31, 2016)

I Environmental Risk Management

Our Group views the risk of environmental pollution — from industrial
wastes and harmful substances generated through our business
operations — affecting the air, water, and soil and threatening human
health and the ecosystem as an “environmental risk.” We are taking
steps to prevent and reduce the impact of such contamination
through stringent environmental risk management by strengthening
our management system. This entails the adoption of the
self-standards that exceed the legal standard and the selection and
evaluation of waste disposal companies (environmental risk
management in a narrow sense).

At the same time, we recognize the possibility that the Group’s
business activities may be negatively affected by environmental
issues, such as climate change and loss of biodiversity, and
consequent social changes through tightened regulations and
physical change as “environment-related business risk.” In this
context, we perform regular risk assessment and implement
preventive efforts (environmental risk management in a broad sense).

System to comply with environmental laws and regulations

At Daiwa House Industry, the Head Office’s departments are responsible
for communicating information on amendments to environmental laws
and regulations and response measures to ensure compliance with laws
and regulations by departments and worksites. In fiscal 2015, we focused
particularly on the Energy Efficiency Act / Building Energy Efficiency Act
and the Chlorofluorocarbons (CFCs) Emissions Control Act.

Since the manufacturing segment needs to address wide-ranging
laws and regulations, the Head Office centrally controls the department’s
legal compliance efforts. Each plant also takes the necessary measures
to ensure compliance with regulations, including ordinances, in order to
minimize risks. We have also developed procedures for responding to
possible legal violations and environmental accidents and complaints.
Education and training in these procedures are regularly provided. In
addition, we regularly review the procedures in order to maintain
systems to help us respond appropriately. The Risk Management
Committee, chaired by the Head of the Management Administration
Headquarters and consisting of relevant division managers of the Head
Office, is responsible for company-wide risk management. The
Committee holds a monthly meeting to ensure the continuous
improvement of the management system.

In the future, we will work to build an environmental risk management
system that encompasses the entire Group.

P89  Accommodating the Chlorofluorocarbons Emissions Control Act
P117  Establishment of Group and Global Environmental Risk
Management Systems

Environmental accidents and complaints (fiscal 2015)

In fiscal 2015, we were not involved in any serious violations or
litigation regarding environmental laws.

I Environmental Laws and Awareness-Raising

In order to promote environmental initiatives involving the
participation of all employees, our Group provides environmental
education from a variety of perspectives.

Environmental education
— Nurturing supporters and improving participatory training

Regarding the specialized education we provide to our various
departments, we focus on the major environmental risks such as
waste and soil contamination. As for general education, we
emphasize primarily trending environmental themes, company-wide
policies, and best practices. In fiscal 2015, we started to provide
training for ECO supporters stationed at each worksite as well as
participatory training twice annually at worksites to help employees
share issues concerning environmental initiatives and measures so
that they could address them at their respective worksites.

In the future, while planning the acquisition of environment-related
licenses and working to increase our employees’ environmental
knowledge, including those at Group companies, we will continue to
emphasize the communication of environmental information to our
business partners while increasing their sense of participation in
environmental management including the supply chain.

Environmental Education Provided (fiscal 2015)

Waste management Auditing | At each worksite, twice a year (234 in total)

Soil contamination control measures | Training | 413 participants

Specialized
education

Environmentally conscious design | Training | 125 participants

ECO supporters Training | Twice a year (190 participants)

Training for Group companies | Training | 53 participants

Participatory training for worksites | Training | At each worksite, twice a year

General
education

General training for new employees | Training | 319 participants

Employees with Environmental Qualifications (Daiwa House Industry)

Eco Kentei (Environment and Social Certification) 177
CASBEE assessor for Home (Detached House) 328
CASBEE assessor for Building 277
Healthy housing advisor 921
Energy Manager 29
House Energy Saving Expert 19

(as of April 30, 2016)
P117  Held periodic environmental training seminars for Group companies

Corporate award system
— President’s Award and “horizontal development strategy”

We launched the “Challenge! We Build ECO Contest” in fiscal 2008
to recognize environmental efforts promoted by each worksite.
QOutstanding activities in each of the categories of ECO Products,
ECO Process, ECO Technology and ECO Communication are
recognized, and the most outstanding activity of all is presented
with the President’'s Award. These awarded activities are
introduced on the intranet and in the corporate newsletter so that
all employees can learn from them and apply them to their
activities.
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TOPICS

Exampl ;
XamPe  \vorksites

At Daiwa House Industry, we conduct “Your Worksite ECO Diagnosis” twice a year. The

Increased S-ranked worksites through environmental management activities at individual

characteristic of Rank S outstanding ECO

worksites is that they are “complete in small things.” These worksites have incorporated environmental activities into their daily

operations, without regarding them as something special, and have established and
communication. “ECO supporters” play an important role in the promotion of environmental
activities at individual worksites. ECO supporters lead activities that suit each worksite.
When this diagnosis was introduced in 2012, only one worksite was rated Rank S, but an
increasing number of worksites have been rated Rank S since the introduction of the “ECO
Supporter” system in 2014, thereby raising the baseline of our environmental activities and
strengthening communication between the Head Office and individual worksites.

Our initiatives featuring this ECO Supporter system were evaluated and received the
Award for Excellence in the Environment and Human Resource Development Enterprise
Award 2015, sponsored by the Ministry of the Environment and the Environmental
Consortium for Leadership Development.

maintained vigorous and efficient internal

ECO supporters from individual worksites

| believe that the S-ranked rating in the third
consecutive year of our office was achieved
through the sharing of requirements and joint
improvement efforts by all departments, including
the continuous promotion of solar power
generation, high-efficiency water heaters and other

Based on the results

each department
manager, thereby

another.

We at the Saga Branch plan to continue local Branch Office Manager
contribution through our business with “the

environment” as our key word. small things.”

Saga Branch rated as an outstanding ECO worksite in the third consecutive year

previous year, environmental requirements in

resolving problems in our branch one after

eco-friendly items and environment-conscious We will continue promoting environmental
product proposals, combined with improvements in g activities including eco driving, lighting
the housing plant depots that marked low scores.  Kyoji Morikawa reduction, and reduction of power Takashi Hama

consumption through demand monitoring, by
each branch member being “complete in

of ECO diagnosis in the

are shared with its
steadily tackling and

ECO Supporter

Example

Held periodic environmental training seminars for Group companies

In the Daiwa House Group, each company appoints an Environmental Promotion Manager who sets targets and deploys
improvement activities for their company, based on the Groupwide environmental policy and targets.
To support efficient environmental activities led by the Environmental Promotion Managers, a training seminar is held once a year.

In fiscal 2015, the Environment Department of Daiwa House Industry presented shared
good practices, and described third-party assurance and related measures concerning
CO:z information. Subsequently, Environmental Promotion Managers from Group
companies shared environmental management systems and cases at their companies. In
this way, useful information for the promotion of environmental activities is shared at the
training seminar. Because the industries and sizes of Group companies vary, calling for
different key points in their environmental activities, we collect the opinions and requests of
participants to further upgrade the seminar content through a questionnaire survey following
the seminar, etc. We plan to further promote measures for supporting Group companies in
the understanding and deployment of Groupwide environmental policy and targets.

Group training seminar

| Future Plans

businesses.

Establishment of Group and Global Environmental Risk Management Systems

In our Group, the same environmental laws and regulations may be applicable to more than one Group company. To improve the
efficiency of operations and to eliminate variation in the levels of response, we have promoted the establishment of a Groupwide
Environmental Regulation Management System, which all Group companies can commonly use. In this system, revisions of environmental
laws and regulations can be confirmed online in a timely manner, and each worksite can check and report their compliance status. In this
way, the system enables effective and efficient regulatory management operations that require high specialty, and also upgrades the
regulatory management levels at individual Group companies by sharing required procedures and forms. We plan to complete the
establishment of this system within fiscal 2016, thereby further reducing environmental risks and ensuring regulatory compliance.

In addition to the above, we will continuously collect information concerning overseas environmental laws and regulations, and share the
collected information with related departments, toward the establishment of risk management systems for our expanding overseas

117
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Supply chain management in our entire business

I Basic Concept and Promotion System

Daiwa House Industry has established basic principles related
to the environmental protection aspect of our operations in the
“(1) Business Partner Code of Conduct” of our CSR
Procurement Guidelines. We collaborate on environmental work
through our three supply chain networks: The Trillion Club
supplies our materials; the Confederation of Partner Companies
comprises manufacturing and construction subcontractors;
and the Setsuwa Club supplies our facility equipment.

In 2006, we established a Code of Conduct for Business Partners that
spans human rights; laws and regulations; and the environment as basic
principles applicable to the companies that work with us in construction
and installation (members of the Confederation of Partner Companies). In
2010, we established and began implementing our Chemical Substance
Management Guidelines as well as our Biodiversity Guidelines. Then, in
July 2015, we established our Basic Procurement Policy and our CSR
Procurement Guidelines. Applicable to employees of our Group, our Basic
Procurement Policy is intended to advance procurement with
consideration for Quality, Cost, and Delivery — or “QCD” — as well as
society and the environment. Moreover, the scope of our CSR
Procurement Guidelines includes all primary suppliers and stipulates
comprehensive social and environmental standards that we require
suppliers to follow, including human rights, work safety, and environmental
protection. As for management of chemical substances and wood
procurement in particular, we have established specific guidelines and
evaluation standards and have implemented continual monitoring.

Formulating and implementing CSR Procurement Guidelines

. By contributing to the emergence of a society and lifestyles that allow
5) Environmental | people to live with a sense of enrichment in harmony with their

Protection environment, we are taking steps to reduce our environmental impact from
two perspectives: business processes as well as products and services.
Complying with Complying with domestic and international environmental laws

environmental laws and and regulations, we are striving to reduce our environmental
regulations and responding | impact by meeting the demands of the global community and
to the demands of society | our stakeholders.

5-1

Promoting energy efficiency in our products and services as
Responding to climate well as in our business processes (such as procurement and
change processing), we are focused on utilizing natural sources of
energy.

5-2

Adhering to a policy of “reduce, reuse and recycle,” we are
focused on resource conservation, extending service life,
resource recycling as they relate to the entire lifecycle of the
product (including production, usage, and disposal).

Promoting resource

53 conservation

Providing our suppliers with information on the chemical
substances in our products and reducing the use of substances
associated with higher risks, we offer products with little impact
on our stakeholders’ health and the natural environment.

5.4 Managing chemical
~™ | substances

Promoting forest preservation through sustainable wood
procurement, we are striving to develop towns in harmony
with green spaces and designed with harmony with their local
environment.

5-5 | Protecting biodiversity

(@ Chemical Substance Management Guidelines

@ Biodiversity Guidelines (Wood Procurement)

P99 Biodiversity Guidelines P111  Management

Increasing suppliers’ awareness of our environmental policy

In fiscal 2015, we implemented briefing sessions on our CSR
Procurement Guidelines for our various suppliers. After having clarified
the importance of environmental impact reduction and environmental
risk reduction during the procurement phase, we obtained letters of
consent regarding these CSR Procurement Guidelines.

The Confederation of
Partner Companies

_— 4,572 companies ~——

The Trillion Club . The Setsuwa Club
. Supply Chain )
238 companies Network 142 companies
v

In the future, while clarifying our specified standards, we intend to
construct a system by which our suppliers undertake
self-assessments on their state of compliance with our CSR
Procurement Guidelines in order to ensure each supplier engages in
business operations and product supply with consideration for the
environment and in compliance with our CSR Procurement
Guidelines. We also plan to improve the level of engagement with
this initiative by providing opportunities to share information as well
as reciprocal audits between our Group and our suppliers.

P93  Reducing COz emissions in the Value Chain
P99  Biodiversity Guidelines
P111 Management

Development and review of CSR Procurement Guidelines

Providing explanations to those in charge of procurement at our
company and at suppliers’ companies

Obtaining letters of consent from suppliers

Incorporating into the supplier basic contract and purchase orders

Implementation of self-assessment regarding CSR Procurement
Guidelines

Feedback

Consideration and implementation of the theme and
improvement strategy

Implement by 2015 Scheduled for implementation beginning in 2016

Environmental activities throughout the supply chain

Working together with each supplier and our own corporate
offices, we identify our priority theme and projects each fiscal year
and promote them as environmental initiatives.

Materials suppliers Plant energy saving diagnosis, support
Prooenan | H1E SR 8PP 288 \for equipment updating, joint
(Trilion Club) Companies | gnergy-saving project

Partner companies engaged in
manufacturing and construction | 4,572

(Confederation of Partner companies
Companies)

Improvement projects at manufacturing
and construction sites, awards for
outstanding cases

Manufacturing

Joint development of eco-friendly
technology, organization of technology
exhibitions/seminars

(as of March 31, 2016)

G | Equipment manufacturers 142
ONSIUCION | (Setswa Club) companies

P94 Reducing CO2 emissions in the Value Chain / TOPICS
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Eco communication

| Basic Concept

We, as the Daiwa House Group, are committed to continuously improving our environmental activities through communicating our approach
and efforts to address environmental issues in an easy-to-understand way, both internally and externally, as well as in dialogues with
stakeholders. Believing in the importance of communication between employees and stakeholders with whom they are in daily contact, we
encourage our employees to improve their awareness and knowledge of environmental issues and to practice environmental responsibility.

I Development of Communication with Stakeholders

(External Communication)

Strengthening information dissemination
through our environmental website

Daiwa House Industry provides information on its environmental
activities through its websites, environmental reports, brochures for
consumers, exhibitions, and various other means. With particular
emphasis on websites as a medium between our company and
various kinds of stakeholders, we constantly improve the content.

In fiscal 2015, we updated our Group environmental website on
“environmental initiatives” with  a more accessible and
understandable page.

On this new website, in addition to providing animation of our
Environmental Vision and Action Plan for the Environment, we
added a one-minute animation that summarizes our company’s
approach to environmental issues. Disseminating this animation
through Facebook and the like, we are also presenting it at
exhibitions and seminars. Moreover, we are planning to further
enrich the site by continually adding new articles to popular content
such as our Special Eco Report, which introduces leading
examples of our environmental efforts, including a section of
“environmentally symbiotic housing around the world” in which we
introduce houses that are well adapted to local conditions.

In recent years, inquiries from overseas stakeholders have been
increasing; therefore, in fiscal 2015 we expanded the English
edition of our website in response to the global demand for
environmental information.

In the future, we intend to continue creating animations and
enriching the content while strengthening information dissemination
and providing expanded interactive communication focused on our
environmental website.

T T S

SR BESANAOR I THR

Our Special Eco Report, which highlights leading examples of our
environmental efforts

> Dt Hosse sty

o DaiwaHouse Group
utmatie

2 Busness Fiekds »ivestor Reaiors. 2 Compary information > Hiscey of Inncvations.  Far a Sustamable e

i e | e Te S

@ —— o | At

e - s * st o e ey

X & | 3

= dlu © s
"l k. e WU

Cities with lush greenery

JEco-friendly |, Slogan for Action
Products |

Concept

- Lush and Green Urban Development through Harmany with Nature -

d make i
By 8dding 8 towch of color to the

English edition of our website
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Development of environmental communication
activities in cooperation with local communities
(Eco Workshops for Children)

In 2005, we launched a workshop designed to help children, who
will create the next generation, learn and understand the
importance of the global environment. In the workshop, children,
together with their parents, create a model of a house while
thinking about environmental issues and finding out what they
themselves can do. In fiscal 2015, there were 366 participants; the
total number has reached 5,713 (as of March 31, 2016).

Through workshops, we intend to provide opportunities for
children to learn about the environment and will continue to
implement environmental communication initiatives in collaboration
with the communities in which we operate.

Eco Workshops for Children Model house made by children

Holding lecture meetings for businesses and
government agencies

We present our stance and initiatives regarding the environment
through lecture meetings held for the benefit of businesses and
government agencies.

In fiscal 2015, we held a series of lectures: the Nikkei BP
Environmental Management Forum; the Ube Complex Energy
Efficiency and Greenhouse Gas Reduction Research Council
Seminar; and the Energy Efficiency and Power-Saving Lecture for
Businesses in Fukuoka Prefecture. At the same time, we
introduced our own approach to energy efficiency and power
saving, and presented information for participating businesses and
government agencies.

To encourage similar events in the future, we welcome
submissions on our company’s environmental website.

The Energy Efficiency and Power-Saving Lecture for Businesses in Fukuoka Prefecture



Using various media for interactive communication

The Daiwa House Group issues “SUSTAINABLE JOURNEY,” a
brochure for consumers, twice a year. The brochure, which is
created to look like a magazine, provides information about smart
cities and sustainable lifestyles in the world and environmental
activities of the Group. We will reflect the opinions of readers in the
next edition. We are also disseminating information regarding the
environment on Facebook and engage in interactive
communication through the comment section.

As for dialogue with stakeholders, we held a stakeholders’
meeting in January 2016. Moreover, in May 2015 and February
2016, we engaged in dialogue with experts. We are making use of
information contained in the opinions received regarding our
environmental initiatives.  We  will
continue to strengthen our efforts at
information  dissemination and the
dialogue with stakeholders.

e o, v
i.‘_-";"———-." 3
SUSTAINABLE JOURNEY

Eco Products 2015 Exhibition, Tokyo

P81 Experts’ dialogue

Main Achievements in 2015

Issuing “SUSTAINABLE JOURNEY” | Twice (54,000 copies/issue)

Exhibiting at environmental Eco-Products 2015, 6th ECO
exhibitions House & ECO BUILDING EXPO

Disseminating information on our Website updated
environmental website and on Facebook | At least once a month (Facebook)

Strengthening information
dissemination

Issuing CSR reports and

environmental reports Once (July)

48 locations, 13,737
participants, 133 trees planted

366 participants (5,713 in total)

Mt. Rokko: Three times
(82 participants)

SAKURA PROJECT

Eco Workshops for Children

Local environmental activities
(Hayama, Mt. Rokko)

Once in January 2016 and
twice in May 2015 and
February 2016

Stakeholders’ Meeting / Experts’
dialogue

Promoting dialogue and
cooperation

iy
v

“SAKURA PROJECT” tree-planting initiative ~ Nagomi-no-mori project

I Improving Environmental Awareness of All
Executives and Employees and Implementing
Environmental Activities (Internal Communication)

Horizontal development utilizing the company’s
intranet and internal environmental bulletin

With the bimonthly publication of our environmental bulletin “We
Build ECO Press” and the use of the in-house intranet, we
introduce to our Group the leading environmental practices and eco
initiatives of our employees. We are also planning to promote the
horizontal development of best practices and leading practices.

Moreover, at an environmental month event in June 2015, we
held the “Fun to Share 2015 Ogiri Photo Contest.” We received a
total of 297 submissions from across our Group. By holding such
events, we are helping to increase the environmental awareness of
our employees.

In the future, we intend to further enrich
our content and promote increased
environmental
awareness and |amas @
action among our
employees.

Internal environmental bulletin
“We Build ECO Press”

Ogiri photo contest
Best Picture: “Fuu-Power
Generator”

4 ™
TOPICS

Issued a “Biodiversity Research Report”
and used it as a communication tool in
Mie Prefecture

At our Mie Plant, it was discovered that there was a habitat of
a near-threatened freshwater mussel in a regulating reservoir
of approx. 6,000 m2 in the plant premises. To protect this
mussel, we have promoted biodiversity conservation
activities since 2012 together with the local community.
Activities that have been undertaken included reservoir
cleaning by drying, installation of fish ways, and exhibiting an
activity presentation booth in the plant thanksgiving festival.
In fiscal 2015, we published a “Biodiversity Research
Report” that summarized the results of biological research
conducted jointly with an NPO and experts in the previous
fiscal year. The Report was distributed to administrative
organs, nearby elementary and junior high schools, and
visitors to the plant. In this way, this Report is proactively
utilized as a communication tool for fostering understanding
of our environmental activities among local residents.
Through these initiatives, we have enhanced networks
with  administrative ~ organs, external  environmental
organizations and individuals, and have promoted
continuous activities in collaboration with many stakeholders.
These activities have also raised environmental awareness
among employees. We will continue with these initiatives.

WEAREW [OVHIN) L
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| Future Plans

In fiscal 2015, beginning with the updating of our website, we
took steps to enrich every type of content on the site. As we
continue to emphasize dialogue with stakeholders and
provide additional such opportunities, we will coordinate our
real-life initiatives with our website content, using the website
as a platform for interaction with stakeholders. What’s more,
we will pursue even more contact with people and continue
to promote interactive communication.
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Co-creating a Brighter Future with the Environment

Cooperation with government agencies, external organizations, etc.

The Daiwa House Group regards cooperation with various organizations, in addition to the internal and external dissemination of
information, as the most important ECO communication effort. In this context, we assume leadership in achieving a more environmentally
conscious and sustainable society through active participation in verification projects organized by the national government and its
agencies, the promotion of environmental activities by industry organizations, the submission of proposals on environmental policies, and

partnerships with various organizations.

Active participation in verification projects
conducted by the national government, etc.

Daiwa House Industry actively participates in verification projects (e.g.
ZEH, ZEB) and campaigns organized by the national government and
its agencies to provide feedback on their policies and cooperates in
promoting environmental activities. We have been involved in the
Environmental Information Disclosure Infrastructure Project of the
Ministry of the Environment since fiscal 2013. We will continuously
provide feedback on the development of information disclosure
infrastructure that facilitates the use of environmental information
disclosed by companies by investors and others concemed.

Major programs the Group participates in

’\/#pggya%ﬁigr&zw " | Net Zero Energy Building Verification Project
Ministry of Land, | | eading-edge CO2 saving project for houses and
Infrastructure, buildings
Transport and Tourism
« Support project for the calculation of emissions from
- supply chains
“é'”'s”y ofthe |, Green Value Chain Platform
nvironment

« FY 2015 Environmental Information Disclosure
Infrastructure Project
« “Fun to Share” climate change campaign

P93  Reducing CO2 emissions in the Value Chain

Leadership among industry organizations and
policy proposals

Dialogue and cooperation with government

agencies

We participate not only in public relations activities via industry
organizations but also in various committees and workshops of
government agencies and their affiliate organizations. We take these
opportunities to promote dialogues and cooperation to avoid business
risks and create business opportunities through discussions on
policies regarding environmental issues, and by sharing information
and exchanging opinions on efforts made by non-governmental

organizations.

Major activities

Ministry of Economy,
Trade and Industry

* Smart Community Alliance
+ Standardization Promotion Council for
Housing Materials of Long-term Use

Institute for Building Environment
and Energy Conservation

Housing Energy Saving Performance Review
Committee

Japan Sustainable Building
Consortium

+ Environmental Assessment Method
Research Committee

+ CASBEE Research & Development Committee

* Smart Wellness Housing Research and
Development Committee

Environmentally Symbiotic
Housing Promotion Council

Survey and Research Sub-committee,
Promotion Sub-committee, etc.

Smart Wellness
Community Council

Health & ICT Literacy Improvement Project,
etc.

We participate in various committees on environmental issues of
organizations of which we are a member, such as the Japan
Federation of Housing Organizations and the Japan Prefabricated
Construction Suppliers and Manufacturers Association. In these
committees, we assume leadership in planning and promoting
environmental action plans concemning climate change,
conservation of natural resources, harmony with the natural
environment, prevention of chemical pollution, and other
environmental issues that should be addressed with the concerted
efforts of the industry. We also provide information necessary to
develop policies and make proposals on policies from the
perspective of marketing and development.

Major organizations of which we are a member, and activities we
participate in

« Building Regulatory Rationalization Committee
+ Housing Performance Improvement Committee
+ Global Warming Committee

+ Townscape Environment Committee

« Environmental Management Sub-committee

Japan Federation of
Housing
Organizations

+ Housing Sub-committee / Environment Sub-committee

+ Housing Sub-committee / Technology
Sub-committee / Energy Saving WG

+ Housing Improvement Planning Promotion
Committee

Japan Prefabricated
Construction Suppliers
and Manufacturers
Association

Japan Chemical

Industry Association Chemical Risk Forum

P102 Collaboration with WWF Japan in the revision of the
Wood Procurement Assessment Standards
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Cooperation with NGOs, NPOs and other local and
citizens’ groups

We build partnerships with NPOs and NGOs that have abundant
information and knowledge about environmental issues and have
innovative experience in the environment field. We cooperate with
them while complementing each other’s knowledge to promote
environmental activities.

Major organizations with whom we have partnerships

World Wide Fund For Implementation of the Wood
Nature (WWF) Japan Procurement Guidelines, sharing
of information on risk areas, etc.
ZERI (Zero Emission Research | Spread of and education on
and Initiative) Japan zero emissions activities
Citizens’ - -
groups Japan Healthy House Resee}rch concerning healthy housing
A e and dissemination and awareness
SECelate raising concemning healthy living style
Reforestation Commercialization | Development and industrialization of
Research Group, Japan new forestry systems, making proposals
Project-Industry Council (JAPIC) | concerning local revitalization, etc.
Green Purchasing Network Dissemination of green purchasing
Local Yoshinoyama Hoshokai Cherry tree conservation activity at Mt. Yoshino
organizations Japan Forest-Volunteer Association | Conservation activities for Mt. Rokko

P97  Preserving biodiversity through our products and services
P99  Preserving biodiversity in business activity processes



* Most recent results are also included.

Assessment by third parties (FY 2015 results*)

Rated in the highest rank in the DBJ Environmentally Rated Loan Program

Our company was rated in the highest rank in the DBJ Environmentally Rated Loan Program,* operated
by Development Bank of Japan Inc. (“DBJ”), and received loans based on this rating. The four points
that were particularly highly evaluated included 1) we formulated an environmental action plan
integrated with our business strategy, and promoted the dissemination of “Smart & Eco” products; 2)
we have made efforts to expand environmental protection-oriented businesses, including the existing
home business and the environmental greening business; 3) we have established proprietary guidelines
concerning wood procurement and chemical substance management, as well as the comprehensive
CSR Procurement Guidelines, thereby aiming to establish an environment- and CSR-conscious supply
chain; and 4) we have identified priority themes through stakeholders’ meetings, and have continuously
disclosed our targets and achievements based on pre-specified KPls.

We will make further efforts to promote environmental management so that we will be continuously
rated in the highest rank.

* This is the first loan product in the world that uses a specialized method for environmental rating, where DBJ evaluates the environmental management
level of companies in accordance with its proprietary screening (rating) system, and specifies loan conditions based on that evaluation.

Received the Energy Conservation Center Chairman Prize in the Energy
Conservation Grand Prize

The natural lighting system developed by our company received the Energy Conservation Center
Chairman Prize in the 2015 Energy Conservation Grand Prize (product and business model section). This
is a lighting system that reduces lighting power consumption by leveraging natural lighting, and combines
a film that causes the diffuse reflection of light on the ceiling and walls, a film that refracts light on the
window surface and induces it to the ceiling, and an optical duct that induces light from the exterior of the
building through to the back of the building. The prize evaluated the passive energy conservation system
that leverages nature, and the pleasantness achieved by removing ultraviolet, near infrared and other
hazardous rays from sunlight, and taking balanced high-quality diffuse light into the building.

We will continue to proactively promote the development of energy conservation technologies and
products.

Received the Environmental Communication Award in the second consecutive year

The “Daiwa House Group Environmental Report 2015” received the “Environmental Report Excellence
Award (Global Environmental Forum President Award)” in the environmental report section of the 19th
Environmental Communication Awards. The points evaluated in this award included that our Group
formulated a medium-term environmental vision, and has promoted activities toward this vision in all
businesses of the Group; that we have clarified environmental visions and medium-term environmental
plans, and specified proprietary indicators for verifying achievements in the relevant activities; and that
we have clearly disclosed our supply chain management and risk management related to the
environment, including the disclosure of CO2 emissions in the value chain.

We will continue our efforts to promote environmental activities unique to our Group and use the
environmental report actively as a tool for dialogue with stakeholders.

> DBJ BR[|

2015

o & &

DBJ environmental logo mark

Awarding ceremony
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Awarding ceremony
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Highest rank, DBJ Environmentally Rated Loan Program | Development Bank of Japan Environmental management level Daiwa House Industry
X 1st place in construction industry, Ml Environmental measures and management .
Environmental | Environmental Management Research Nikieet Inc. efficiency Daiwa House Industry
management — . : .
Dow Jones Sustainability General activities concerning the triple bottom lines
. . . - Dow Jones & Company, Inc. i i i i ;
Asia Pacific Index (DJSI Asia Pacific) pany. (financial, social and environmental performance Daiwa House Group
measures)
Best Resilience Prize, Japan Resilience A iation for Resilience Japan 3 0 o .
Awards 2016 ssociation for Resilience Japal MA-ECO Town Harumidai Daiwa House Industry
Energy Conservation Center Chairman ) Energy-saving lighting and enhanced pleasantness | . ndust
Prize, Energy Cogservatlon Grand.Prlze Energy Conservation Center, Japan using a natural lighting system aiwa House Industry
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Action Plan for the Environment (Endless Green Program 2015)

@) : Goal for iscal 2015 achieved

Main Results and Self-assessment

9 : Goal for fiscal 2015 not achieved (improved from the previous year)

@ : Goal for fiscal 2015 not achieved (worsened from the previous year)

Prevention of global warming

B Trend in contribution to Q @

reduced CO:z emissions
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Although all our business segments actively
promote their selection of energy-efficient
products, the number of solar power
generation systems installed declined due to
the lower rate offered for the renewable
energy feed-in tariff system (FIT), and the
target was not achieved.

H Trend in CO2 emissions and

basic unit Q e
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We developed an advanced project to reduce
COz2 emissions, applicable to new housing
construction, for our company and Group.
We promoted improvement of the operation
and introduction of new energy-efficient
equipment at our existing facilities. We
achieved our target by decreasing our energy
consumption.

M Trend in ratio of power generated
from renewable energy sources Q e
to purchased power
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Our entire Group made steady progress with
the mega-solar business. Thanks to ongoing
energy-efficiency and energy-saving
initiatives, the quantity of electricity
purchased by our Group increased slightly,
achieving our target.

Harmony with the natural
environment

H Town development: Trend in
surface area of green space
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All our businesses have been working to meet
our target for increased surface area of green
spaces; however, because the performance
of our Group companies decreased
significantly year-on-year, we did not achieve
our goal.

B Trend in ratio of domestic
timber (wooden houses only)
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We believe the use of domestic timber will
revitalize the multiple functions of Japan’s
forests. Because we have procured domestic
timber within the scope of stable
procurement, the ratio has increased
year-on-year.

(

Conservation of natural resources

B Manufacturing: Trend in waste
emissions and basic unit e
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We achieved our target through several
initiatives: reviewing shipping dimensions and
packing specifications for materials; utilizing
scrap wood effectively; and recovering
valuable resources by reviewing disposal
routes.

H New housing: Trend in waste
emissions and basic unit

[ Total amount
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We achieved our target through waste
reduction initiatives in cooperation with the
construction segment as well as the design
segment.

Prevention of chemical pollution
M Trend in release and transfer of

PRTR-listed chemicals and e
basic unit
[ Result (total amount)
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We achieved a year-on-year improvement by
adopting weak solvent-based paints and
thinners and by using reverse-side mounting
technology for exterior wall surface materials,
thus reducing the need for paint repairs.

M Trend in VOC emissions and

basic unit

M Result (total amount) e
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We improved our results year-on-year by
using more water-based paints and by
reducing the amount of paint required to
repair exterior wall surfaces.

The environmental section of this report has been prepared with reference to our Environmental Report 2016. The accuracy of data regarding carbon
dioxide (CO2) contained in that report was certified by third parties and an accompanying check mark @ indicates all data subject to such certification.
(See page 83 of the Environmental Report 2016 for a third-party assurance report.)

* See the Environmental Report 2016 for detailed environmental data. (in Japanese only)
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f Eﬁ Governance

Message from the Executive Officer in Charge

Social issues

Fair and transparent organizational governance is essential for a
company to conduct business in consideration of its shareholders,
business partners, employees, customers and other stakeholders.
Additionally, in accordance with the Corporate Governance
Code enacted in June 2015 for achieving sustainable growth and
increase in medium- to long-term corporate value, enterprises are
required to concern for ESG (environment, society and
governance), or non-financial aspects. Importance of
organizational governance is increasing for listed enterprises.

Increase in medium- to long-term
corporate value

Enterprises are being questioned how
they enhance their corporate value for a
medium- to long-term, not just ensuring
the fairness and transparency in business
management, and how they conduct
business to that end.

Number of corporations disclosed
their policy concerning corporate
governance in a timely manner

over 200

(As of the end of March 2016)

Vision and strategy

What the Daiwa House Group aims to achieve

Keeping in mind that “people” plays a significant
role in corporate governance, we conduct
business based on a diversified and long-term
perspectives.

To remain a corporation trusted by society, the Group has built an
accurate and swift decision-making and business execution
system as well as an appropriate supervisory and auditing
structure, with corporate governance positioned as a priority issue
in our business management. Having established a corporate
governance system based on a diversified and long-term
perspectives, we are conducting business in a sound and
transparent manner.

Governance is a mechanism to realize company philosophies
and management strategies, and it's “people” that allows it to
function. Accordingly, it's important to adopt a bottom-up
approach at worksites in terms of what should be done to create a
good company. Our Corporate Governance Guidelines publicly
announced in May 2015 are nothing special. In the Guidelines,
what we have been doing since before is reorganized in line with
the current social demand.

With the recognition that the consideration for non-financial
aspects is essential to earn the trust of the society, we will enhance
our corporate value by creating values for our shareholders,
customers, employees, business partners and local residents of
communities through provision of products and services
indispensable to the society.
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Risks and opportunities for the Daiwa House Group

The Group has constructed a governance structure to quickly
grasp the social needs and respond toward commercialization in
an accurate and swift manner, thereby lading to growth without
missing business opportunities. Meanwhile, its monitoring function
is operated mainly by independent external directors, auditors and
the Board of Auditors. If it does not function well, we cannot find
seeds for problems lurking inside the company, which could lead
to risks.

- If we don’t conduct the best decision-making
based on fair judgment under organizational
governance, we will miss opportunities to earn
more profits, which may lead to the occurrence
of the risk of loss.

Risks

- A business execution system that allows
appropriate and swift decision-making enables
us to operate business in a wide range of
domains according to the social needs,
proactively promote innovation and develop
new fields, thereby leading to the sustainable
enhancement of our corporate value.

Opportunities

Goal and results

Important themes to address

Ethical conduct

Needless to say about compliance with laws and regulations, it's
important to autonomously decides and take actions based on the
ethical standard. As an effort to check the implementation status of
the Principles of Corporate Ethics and Code of Conduct at
workplace, the Group has been conducting CSR awareness
survey once a year since fiscal 2004. In 2015, 40,106 employees
across the Group responded. We are working to improve the
sense of ethics as an organization through self-check
(self-diagnosis).

Stakeholder engagement

The company sees it as important to incorporate diversified
viewpoints to make our corporate governance functions fully. For
this reason, we hold Stakeholders’ Meeting every year with an aim
to collect opinions from our wide range of stakeholders and reflect
them in our business activities. This year we held it in January. In
addition to that, we are actively exchanging opinions with experts
to identify materiality.



Respect of rule of law

Our business is founded on rules called laws and it is not allowed
to conduct business by deviating from the rules. So we provide
trainings related with compliance and ethics periodically. In 2015,
4,864 employees in total received the trainings.

Furthermore, all the Group employees have been provided with
a textbook clearly stating decisions and actions that they should
take in their day-to-day tasks with explanations using case
examples. We read it through together to deepen our
understandings.

Understanding of social responsibility

The company considers that responding to the social,
environmental and sustainability-related issues is an important
element in increasing our medium- to long-term corporate value.
By reference to the evaluation items of ISO 26000, GRI “G4
Sustainability ~Reporting  Guidelines,” socially  responsible
investments (ESG investments) and others to reflect the global
trend, we are committed to promote our activities and disclose
information.

Summary of efforts in fiscal 2015
(CSR self-assessment index)

In our CSR awareness survey conducted to check the status of
practicing ethical conduct at workplace, the Group’s average
marked 74.43, which exceeds 73.26 of the previous year,
demonstrating a steady improvement. Satisfaction rate of
Stakeholders’ Meeting, which is held to incorporate diversified
viewpoints, was also higher than that of the previous year.

In-house CSR awareness Stakeholders’ Meeting
survey (attendants’ satisfaction)

s /4,43 pts  resie. 95%

Number of times of
participation per employee in
company-wide ethics and
compliance training programs

roats” 0,33 times

Katsutomo Kawai

Executive Vice President

Head of Management Administration

Head of Strategic Division, Management Administration
Deputy Head of CSR
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BY Governance

Corporate governance

I Our Policy

I Promoting Corporate Governance

Daiwa House Industry considers corporate governance a
priority issue in our business management in order to
remain a corporation trusted by society. As such, our basic
approach is to establish and maintain a swift and accurate
decision-making and business execution system, an
optimal supervisory and auditing structure, and a corporate
governance mechanism incorporating diverse and
long-term perspectives.

Operating on these systems, we pursue, and continue to
improve, our corporate governance in the best possible
manner, so that we may maintain both our contribution to
society and value creation for our shareholders at high
levels: the former through our business activities in a broad
range of fields fulfilling society’s needs as a group that
co-creates value for individuals, communities, and people’s
lifestyles as stated in our management vision; and the latter
as a publicly listed corporation that provides stable
economic value surpassing capital cost on a medium- to
long-term basis.

I Management

Corporate Governance System

Daiwa House Industry maintains an Audit and Supervisory Board
structure and has a Board of Directors that has strong
decision-making power over operational execution so as to
enable accurate and swift deliberations and decision-making on
how to respond to society’s needs through our business
operations. In this structure, we appoint independent external
directors to increase transparency and soundness in our
business management. The Board of Auditors, the majority of
whose members are external auditors independent of the Board
of Directors, regulates the Board of Directors. This organizational
design enables the Directors who are also executive officers to
fulfill their management functions, allowing independent external
directors, auditors, and the Board of Auditors to play the central
role in supervisory functions. To increase transparency in
processes relating to the nomination of directors and officers and
remuneration, we have a Nomination Advisory Committee and a
Remuneration Advisory Committee, the majority of whose

M Corporate Governance System

respective members are external directors headed also by an
independent external director. In this manner, our corporate
governance is placed within a hybrid structure with well-balanced
operational execution and supervisory functions. We also have
the Corporate Governance Committee to deliberate on overall
management visions, strategies, and other subjects, so as to
effectively incorporate the knowledge and expertise of external
directors into the company’s management for sustainable growth
and medium- to long-term corporate value enhancement.

Remuneration and Incentives

The incentive system (remuneration and investment system) for our
directors comprises fixed salaries and annual bonuses as
short-term monetary remuneration, a stock option (new stock
reservation rights) conditions of which to exercise the right is
achieving performance goals set in our Medium-Term Management
Plan as an investment system linked with medium-term
performance and stock prices, and a stock awards plan that issued
stocks vary according to the actual ROE performances. By building
this incentive system under which our directors’ responsibilities for
short, medium and long term business management are well
balanced, we aim to create and secure excellent management
human resources thereby contributing to sustainable development
as a publicly listed company.

As a motivation for the employees to increase our corporate
value, we encourage them to acquire treasury stock through our
employment stock ownership program. Specifically, we have
introduced “Long-term stock ownership incentive system,” through
which we provide incentives added to the monthly incentive system
in a phased manner according to period of contribution/ownership,
and Employee Stock Ownership Plan (ESOP) for formulating the 5th
Medium-Term Management Plan. Our directors and employees are
united to increase our sustainable corporate value.

General Meeting of Shareholders and Communication

Understanding that shareholders’ voting rights at the General
Meetings of Shareholders constitute their supreme means of
communicating their opinions leading to the company’s
decision-making, we make sure to send out summons well in
advance, about three weeks before the date of a vote, to provide
for sufficient time to examine the agenda. We also make sure to
make available accurate and ample information that aids the
shareholders in their exercise of voting rights. We also take other
measures to improve the shareholders’ voting and
decision-making environment, such as the use of an electronic
voting system and the publication of summons in English
translation. Needless to say, voting results are promptly disclosed.

General Meeting of Shareholders

. . . . Appointment Appointment Appointment
ﬂSupemsory and decision-making funchonsi
Consultation | Board of Directors Chairman and CEO Audit Board of Auditors
Nomination Advisory Committee | €————— ‘ Directors ‘ — Auditors
. ) ’ i | i
Remuneration Advisory Committee —————> ‘ External directors I External auditors
f ) B T TS pepepepeyepeye ey pepepepep ey S
| Basc ol for intenal contrl sysem constucton § lAdvce
Operational execution Froposel Coordination
based on decision-making Reporting |Selection  [Supervision Govern(;ﬁg’;oéa(;[;mittee
I...| Operational execution function | .................. J ........ Jr == e A qu'l--.-,
1
1 - 1 14
E President and COO I | 1 | Coordination e
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E II:{eal Estate ‘Jownt Megting of Directors and Executive Officers ‘ T X E’
nvestment - > Internal ‘ Internal Control Committee ‘ - 1 Accounting €
| Committee \ Executive Officers || control Coordination|  Intemal | 1~ audit 3
! Group E ‘ Risk Management Committee‘ ¢ > audit H g |€
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Corporate Governance Guidelines

In full consideration of the spirit and intent of the Corporate
Governance Code instituted on June 1, 2015 by the Tokyo Stock
Exchange in compliance with its regulations, Daiwa House Industry
established and published on May 27, 2015 its Corporate Governance
Guidelines to clarify what the company should do and how we fulfill our
fiduciary responsibility and accountability before our shareholders. We
also publish other sets of information relating to corporate governance
on the company’s website (IR information page).

Directors’ Remuneration

Directors’ remuneration comprises fixed cash compensations and
performance-based annual bonuses that are linked to the
company’s profit to deliver to our shareholders. Annual bonus is
placed before the general meeting of shareholders each year to
seek judgment of our shareholders. Additionally, as a stock
compensation, we have introduced a performance-based stock
awards plan under which the number of stocks issued varies
according to their job rank and ROE performance. Information
relating to remuneration, including the total amounts of
remuneration and other payments, if any, to the directors, auditors,
and external auditors, is disclosed in the company’s securities
reports and business result reports. In the securities reports,
remuneration-related information is disclosed about individuals
whose total remuneration is 100 million yen or more.

Policy for Corporate Auditor Appointment

Considering the important role that accounting auditors play in the
company’s corporate governance, the company, particularly the
Board of Auditors, sets criteria for the organizational management
of corporate accounting auditors. Such criteria are used to evaluate
the security of their independence and neutrality, as well as auditing
quality control. As a result of evaluation, matters relating to
dismissal or refusal of re-election of auditors may be considered. At
this point, we don’t practice periodical change of auditors.

Thorough Enforcement of the Principles of
Corporate Ethics and Code of Conduct

In April 2004, Daiwa House Industry adopted the Principles of
Corporate Ethics and Action Guidelines, which defined the rules
of conduct to serve as a basis for realizing our company
philosophy and policies.

In the same year, we produced an educational booklet titled

“CASE BOOK,” which described the Principles of Corporate
Ethics, Action Guidelines, case studies, and a hotline for in-house
breach natification (“whistle-blowing”). Copies of this booklet
were distributed to all employees within the Daiwa House Group.

In 2014, we revised the Principles of Corporate Ethics and
Action Guidelines to “Principles of Corporate Ethics and Code of
Conduct,” so that each and every employee may be able to act
out the company philosophy and work on the mission expressed
by the slogan “Co-creating a Brighter Future.” In 2016, we also
revised the “CASE BOOK” so that all Daiwa House Group
employees may take action in their day-to-day work based on this
same idea and these principles. The seventh edition of the revised
CASE BOOK has already been published and has been actively
used in the respective workplaces, where it is read out together in
morning assemblies and on other occasions.

Il Daiwa House Group Principles of Corporate Ethics

Believe One Heart

With our customers
We are sincere in our communications with everyone, and put our full efforts
into offering high-quality products and services, doing our best to satisfy our
customers and win their trust.

With the compliance
Not being satisfied with merely following the letter of the law, we also act in
conformity with the highest ethical standards so as to meet the expectations
of our wide range of stakeholders.

With an ideal work environment
In addition to caring for the health and safety of our employees, we also strive
to create an open and fair work environment, and to give every member of
staff the opportunity for personal development.

With business partners
We value our collaboration and cooperation with business partners, and work to
create appropriate mutual relationships. In line with the principle of free market
competition, we work to realize the healthy development of the whole industry.

With the environment
In line with our belief that environmental issues are a matter of concern for
the whole world, we work to protect the natural environment and to bring
about a society where people can live in harmony with nature.

With the communities
We respect the culture and customs of each region, and support the
sustainable development of local communities through our business activities
and social contributions.

Respect for human rights
We respect basic human rights and the dignity of all people, and do not
discriminate against anyone on the grounds of race, nationality, ethnicity,

gender, creed, or social status.

Column csR Awareness Survey for Proactive Improvement

The Daiwa House Group seeks “sustainable business operation.” To this end, increasing the value of Endless Heart through prudent
behaviors of every one of employees and sound management of our branch offices are essential. To visualize such awareness level
of respective employee, the Group has been conducting an in-house CSR awareness survey since fiscal 2004 as an effort to check
the levels of understanding and penetration of the Principles of Corporate Ethics and Code of Conduct at workplace (In fiscal 2015,
40,106 employees replied across the Group.).

This questionnaire with approximately 50 workplace-related questions is available on the intranet and the employees can answer
anonymously. All the questions are directly related to the Group.

Results of the questionnaire are feed backed to departments and branch offices. Based on the feedback received, each department
conducts self-check (self-diagnosis) by comparing it with the previous year or other departments to find out the points they need to
make additional efforts. These results are used to draw up improvement activity plans and the outcome of the improvement activities
are confirmed at the time of survey of the next year. In this way, we circulate the PDCA cycle to make an even better working
environment.

Through continuous improvement activities, each one of our employees is positively engaged in improvement activities at his
workplace with high awareness and seeking to enhance the sense of ethics as an organization, which lays the foundation of corporate
governance.

J
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E Governance

Risk management and compliance

I Our Policy

The Daiwa House Group considers it as important to clarify
risks associated with the management of the Group for
prevention, containment and mitigation of loss after a risk
developed, in order to avoid adverse impacts on not only our
company but also our stakeholders involved in our business.

In fiscal 2015, with an aim to carry out more specific
activities, we set the “Risk Management Activity Policies”
and shared on-site awareness of risk management.

1 Policy Regarding Political Contributions

Daiwa House Industry has complied with the Political Funds
Control Act. We never make any political donations to
individual politicians, which is prohibited under the law. Also,
we do not make donations, in principle, to specific political
parties or political fund-managing organizations. However, if
we consider making contributions, we will make sure that
such donations do not conflict with the restrictions specified
in Article 22, Item 3 (1) of the Political Funds Control Act
(restrictions on donations made by companies subsidized by
the government). With regard to the purchase of fund-raising
party tickets, as set forth in Article 8, Item 2 of the Act, we
have made purchases in a legitimate manner.

1 Policy Regarding Taxation

Recognizing tax payments as a societal duty and obligation of
a company, we file and pay taxes appropriately based on the
Daiwa House Group Principles of Corporate Ethics. We are
working to establish a system that enables the acquisition of
legal knowledge necessary for the appropriate filing and
payment of taxes, and that allows the central control of
internal information concerning transactions. With appropriate
tax payments as a matter of first priority, we also consider tax
planning that contributes to enhancing our corporate value.
We have not disclosed our tax information on an area-by-area
basis, since more than 90% of our transactions are
conducted with external customers based in Japan, and we
do not have important matters to be disclosed. At present,
there is no tax risk that we are aware of.

I Management
Risk Management System

With the “Risk Management Committee” headed by the Manager
of Management Administration Department set up in 1999, we
periodically perceive the progress status of the development of the
risk management system and improve the across-the-board
structure through the verification of individual concrete cases. The
committee is held once a month to share risk cases reported by
our branch offices and Group companies. As for serious cases,
working groups are set up to examine measures to prevent
recurrence and give instruction on necessary documents to the
branch offices and Group companies and all divisions as well.

The Risk Management Committee Chairman is, as a
supervisory manager of risk management, responsible for
developing the Daiwa House Group’s risk management system
and implementing risk preventive measures.

Furthermore, chief administrators of risk management are
assigned at each department to monitor risks continuously.
Serious scandals and accidents occurred at other companies are
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also notified to the chief administrators immediately, to whom
required education is provided. On top of that, a division has been
established to audit everyday risk management situation at each
department. Matters relating to risk management collected
through the above are periodically reported to the Board of
Directors and the Board of Auditors to take necessary actions.

M Organizational Chart for Communicating Risk Information

Board of Directors, Chairman & President
General managers
Executives responsible for the business division

Board of
Auditors

Risk Management Committee

Risk Management Committee Chairman (Head of Management Administration)
Management Administration Department/Sales Department/Engineering Department/
Management Administration Department/Production and Purchase Department/
CS Supervisory Department/Other Departments

Secretariat: Legal Department, Daiwa House Industry

Report risk Upon discussion, give Report risk Upon discussion, give
information directions on measures to take ~ information directions on measures to take

Risk Management Committee at the branches Risk Management Committee

at group companies

(Branches, plants, research laboratories)

Chairman: Heads of the branches, plants, | | Chairman: President of each group
and research laboratories company

Secretariat: Person responsible in the Secretariat: Person responsible in the
Administration Department Administration Department

Understanding of Risks at Worksite

In fiscal 2015, we implemented risk management by circulating
PDCA cycle for compliance with the Construction Industry Act and
other laws and regulations, securing safety at worksite, creating
working environment and other matters at all our branch offices,
plants and departments based on the “Risk Management Activity
Policies.”

I Measures Being Taken

Compliance Education

We are making constant efforts to enhance the employees’
awareness and recognition of issues regarding risk management
and compliance throughout the entire group. As concrete
measures, we organize seminars on risk management and
compliance as part of our training programs that are held for each
employee grade, from new recruits to those in supervisory and
managerial positions, and those organized for different job
descriptions or departments.

In fiscal 2015, 108 such seminars were held, in which a total of
4,864 employees participated. During fiscal 2014, in addition to
training programs organized by the Head Office, the branch offices
and other operating sites were encouraged to hold their own
programs handling issues relating to compliance, promoting the
continuation of independent and proactive compliance-related
activities.

Bl Number of Training Participants (in the Past 3 Years)

FY 2013 FY 2014

Number of training
participants

8,468 persons | 4,024 persons 4,864 persons




Responsible Political Involvement

The company belongs to various organizations and participates in
public policies and lobbying campaigns (industrial activities) to
contribute to the development of the Japanese economy and
affluent housing life of the citizens and to realize a sustainable
society. In the formulation of the nationwide plan of the FY 2016
“Basic Housing Plan,” we are making various suggestions to
promote a safe and secure stock-based society that contributes to
the development of the Japanese economy, as well as to establish
permanent measures to reduce burdens associated with house
acquisition and a new preferential taxation system.

Reserves in Anticipation of Legal Irregularities and
Litigation

The company may be led to make an estimate at the year-end and
sets aside reserves for the payment of a fine or settlement highly
likely to occur in the future due to an event that took place in the
previous fiscal year or earlier. At the end of the current fiscal year,
there were no significant reserves.
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Fair competition and trade

I Our Policy

The Daiwa House Group seeks compliance with laws and
regulations, competitions and transactions while securing
transparency and fairness in business operation from the
ethical viewpoint in accordance with the Daiwa House
Group Principles of Corporate Ethics.

1 Basic Policy on Fair Competition (Anticorruption)

The Daiwa House Group’s Principles of Corporate Ethics
expressly prohibit bribes and other improper payments to
politicians, public officials, or civil servants. It is also clarified
that employees should refrain from behavior—including legal
political contributions or get-together meetings—that might
be construed as expectation of preferential treatment in
terms of government approvals and licenses; that
employees should refrain from actions, including bid-rigging,
that may hinder free and fair competition, and refrain from
behavior that may raise suspicion, such as information
exchange, meetings, or contacts; and that when offering
entertainment  (meals, get-together meetings, etc.),
consideration should be given it whether such entertainment
is permitted under the other party’s company rules and
whether it lies within the scope of social norms. With these
Principles of Corporate Ethics, all Group officers and
employees share common awareness of appropriate
relations with government and political institutions.

1 Basic Policy on Fair Trade

The Group has clearly stated that we will abide by the
principle of competition of a fair and free market in the Daiwa
House Group Principles of Corporate Ethics to share the
awareness to strictly observe the Anti-monopoly Act (Act on
Prohibition of Private Monopolization and Maintenance of
Fair Trade) and subcontracting law (Act against delay in
payment of subcontract proceeds, etc. to subcontractors).

Considering the Group’s responsibility for its supply chain, the
“Partners Hotline” also covers reporting of our business partners’
violation of law and call for a high sense of ethics from the entire
supply chain.

In fiscal 2015, we received information on 16 cases, all of which
have been responded completely for early solution of the
problems.

M Structure of the Partners Hotline

Report to a consultant

) through the Partners Hotline [ ]
M Consulter Consultant “
Methods

Email Telephone call Postal mail FAX

l @ Consultation, I @ Discuss method T © Feedback to the

report of approach consulter

CSR Department
Consider study methods and responses to take, and conduct research hearings,
or ask the branches and departments concerned to research the matter.

lg Confirm facts, @ Report

take remedial measures, etc.

Related branches and departments

Implementation of Questionnaire Survey Toward
Business Partners

The company carries out guestionnaire survey toward business
partners on a branch office level to check if there are any incipient
problems that may lead to the violation of law or other cases. After
collecting the questionnaire, each branch office prepares an
improvement plan and conducts improvement activities to prevent
a problem from occurring. We also report the survey results and
improvement plan to our business partners.

Employee Education on Fair Competition and Trade

I Management
Preventing Corruption with Internal Audits

To secure the transparency and fairness of business management
pursuant to the Principles of Corporate Ethics, when asked for the
investigation of corruptions or illegal acts by CSR Department or
other relevant divisions, Daiwa House Industry conducts ad hoc
internal audit to confirm the facts.

Although we do not have an anti-corruption committee, we
have created a supervisory and auditing structure, under which
internal audits are implemented by Auditors and the Internal Audit
Office; internal control activities over financial reporting are
conducted by the J-SOX Promotion Office; issues are presented to
the Risk Management Committee; and the Corporate Ethics and
Human Rights Helpline is operated. Based on the information
collected through these means, we conduct corruption risk
assessment.

Operation of the Partners Hotline

As part of building an appropriate relationship with its business
partners, the Group is operating “Partners Hotline” as a
whistle-blowing window (The company started operation in 2009,
and the entire Group in 2010.). This “Partners Hotline” is a
mechanism to early detection and response to problems that may
lead to the violation of law in the relationship of our employees and
business partners.
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In order for all our directors and employees will be able to make
decisions and take actions pursuant to the Daiwa House Group
Principles of Corporate Ethics and Code of Conduct, we have
created (revised periodically) and distributed “CASE BOOK,” a
textbook with concrete case examples and an educational tool for
all employees, and read through it at morning meetings and other
occasions.

I Measures Being Taken

Implementation of a Fair Trade Contract

We have created a “Basic Subcontractor Agreement,” in which
basic contract details are specified in accordance with the
Construction Industry Act and the subcontracting law. The basic
contract details include matters concerning construction methods
for individual contracts and each construction work, liability for
damages, defect warranty, subcontracting fee payment, damage
compensation, termination of contracts, and securing of the
implementation of the agreement and others. The sum for
construction work paid to a subcontracting company is
determined by the value of construction put in place, on which the
person in charge of the site of construction makes an assessment.
Payments are made to subcontractors according to the terms and
conditions of payment set forth in the basic agreement or on the
written order. We also send a “Notice of Payment” specifying the
amount of each contract and each work to each subcontractor, so
that both parties can confirm the payment details.



Human rights management

I Our Policy

The Daiwa House Group declares in its Principles of
Corporate Ethics its stance on respect for human rights:
“We respect basic human rights and the dignity of all people,
and do not discriminate against anyone on the grounds of
race, nationality, ethnicity, gender, creed, or social status.”
Advocating the Universal Declaration of Human Rights, we
pursue our business activities while respecting the dignity
and human rights of our customers, business partners,
employees, and all other stakeholders.

For our business partners, in particular, we have clearly
stated about respecting human rights in the CSR
Procurement Guidelines (See P. 49) and respond to human
rights problem occurred at other companies in a responsible
manner.

I Our Vision on Human Rights Awareness-Raising

All corporate entities are required to respect human rights.
The Daiwa House Group has been constantly carrying out
activities to raise the employees’ awareness of human rights.
In 2015, on the occasion of the 60th anniversary of the
cooperate founding, our employees voluntarily sought to
participate in human rights awareness-raising activities
looking ahead to the future. They formulated and familiarized
“Our Vision on Human Rights Awareness-Raising” and
shared what they aspire to become and orientation with all
employees.

I Management

System for Promoting Human Rights
Awareness-Raising Activities

The Group has organized Human Rights Awareness-Raising
Committee headed by the President, as described below, to
periodically check the implementation status of the human rights

awareness-raising activities of the entire Group.

Additionally, human rights awareness-raising promoters are
assigned to each branch office of the company and Group
companies to ensure provision of trainings at each workplace and
swift response and reporting on individual human rights problems.

l Organization of the Human Rights Awareness-Raising Committee

Board of Directors

Human Rights Awareness-Raising Committee

Chair: President

Vice Chair: Director in charge
<Secretariat> Human Rights Office,
CSR Dept.

Human Rights Awareness-Raising Human Rights Awareness-Raising

Committee at Daiwa House Group

Committee at Daiwa House Industry

branch offices companies

Chair: Head of each branch office
Promoter: Person responsible in the
Administration Dept.

Chair: President of each company
Promoter: Person responsible in the
Administration Dept.

Obtain
knowledge

Learn facts and
acquire skills

Raise one’s awareness
through personal
experience

Act and behave
appropriately
Translate correct

understanding
into action

Change
consciousness

Re-examine oneself

Change attitude

through human rights awareness-raising (education).

- Our Vision on Human Rights Awareness-Raising -

Just and fair response at all times

We pledge to learn proactively through human rights awareness-raising activities and various
other opportunities to raise our awareness of human rights and get closer to our ideal selves.

[Cycle of raising human rights awareness]

Acquire a
new perspective

The Daiwa House Group employees adopted “Our Vision on Human Rights Awareness-Raising” to share their future vision

As we strive to get closer to our ideal selves,
we can impart a positive impact on our stakeholders.

We provide products and services to customers in various
situations, helping them to achieve abundance in their lives.

We make sincere efforts for human rights, thereby enhancing
the company’s corporate value and winning our shareholders’
trust.

We nurture the spirit of solidarity with our business partners,
building an equitable relationship founded on mutual
understanding.

We work to create a corporate climate in which employees’ diverse characteristics are
positively accepted, dedication to work is correctly rewarded, and members mutually
enhance each other’s abilities and character.

We strive to understand local residents’ feelings and
contribute to building a society that is founded on solidarity
and is free of prejudice.

(April 2015)
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Detecting Risks Relating to Human Rights

To understand the human rights awareness and actual status of its
employees, the Daiwa House Group conducts fact-finding survey
every four years. We conducted it in 2015 and the Group
companies (28 companies) did in 2013, collecting 11,237 replies
(response rate: 75.6%) and 14,814 (response rate: 67.5%),
respectively. The Head Office’s department in charge analyzed
collected data by branch office and by Group company and
summarized the results in “Feedback sheet,” so the problems and
issues have been visualized.

Human rights awareness-raising promoters are supposed to
make use of the problems and issues in planning future human
rights awareness-raising activities.

Implementation of Human Rights Education

The company is focused on human rights awareness-raising
training for obtaining proper knowledge. At each branch office, all
employees are ensured to receive human rights awareness-raising
trainings more than twice a year (more than once a year at each
Group company). All training programs by job grade deal with
human rights-related theme to promote understanding and
dissemination of the relation between our position/assignment and
human rights.

Guidelines for Land Use Surveys

I Measures Being Taken

Avoidance of Complicity

Daiwa House Industry conducts human rights awareness-raising
training and other awareness-raising activities in a continuous
manner and according to schedule so that employees will not have
a hand in violating human rights. In compliance with the Daiwa
House Group Principles of Corporate Ethics, in which we declare
that we take a firm attitude and collectively act and “cut off all ties
with antisocial forces, regardless of the reason,” all the executives
and employees share the same commitment to not having any
contact with antisocial forces (such as organized crime groups).
For this purpose, we maintain regular contact with related external
organizations including the police, lawyers, and the National
Center for the Elimination of Boryokudan. In our major contracts,
such as basic service contracts with our business partners, a
clause is always included for the elimination of antisocial forces to
enable us to immediately cancel the contract if the business
partner is found to be an antisocial force. Furthermore, in February
2016, we established “Regulations for Responding to Anti-social
Forces,” which sets out how to respond to anti-social forces as an
organization, obligatory pre-transaction attribute examination of
business partners and others. The regulations have been operated
since April.

Respecting Human Rights of the Socially Vulnerable

As a building constructor that is essentially linked with land use,
Daiwa House Industry pays particularly close attention to avoid
being party to buraku discrimination (also called the “dowa issue”),
discrimination against the descendants of Japan’s feudal-period
outcasts historically associated with specific geographic locales. For
this purpose, in 2011, we drew up anti-discrimination guidelines for
our market research and other activities, along with a check sheet.

Corporate Ethics and Human Rights Helpline

Since 2004, the Daiwa House Group has been operating a hotline for
in-house breach notification (“whistle-blowing”) and consultation
services, while implementing regulations to protect whistle-blowers. The
hotline is available, and the regulations are applicable, to all Group
employees, regardless of their type of employment. In 2012, this service
was renamed the “Corporate Ethics and Human Rights Helpline.”

The hotline accepts not only reports of suspected or confirmed
cases of breach but also reports of, and requests for help and
advice on, a variety of workplace- or human rights-related problems,
thereby contributing to early detection and resolution of such
problems. In fiscal 2015, the hotline received 131 reports and
consultations, primarily with regard to problems in the work
environment. In the process of working toward resolution, the
wishes of the consulter are respected and hearings of the persons
concerned are held to confirm the facts. Along with such actions,
appropriate measures are taken to prevent recurrence. Once the
problem has been resolved, a followup investigation is carried out to
ensure, in some cases, that the reporter will not be subject to
retaliatory treatment or that improvements have been made, thus
always protecting hotline users. As measures for recurrence
prevention, information is shared among related branch offices and
departments via the persons in charge of the hotline to raise general
awareness of the risks. Training programs are also organized to
draw attention to such issues.

At the Daiwa House Group, points of contacts for reporting and
consultation have been put in place at the CSR, Legal, and Human
Resource Departments, facilitating the detection of legal
irregularities, violations of human rights, workplace problems, and
the like. Several contact points are available within the company to
lower the psychological barrier that employees may feel about
reporting or seeking advice, thus easing the way for them to reach
out at an early stage.
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To maintain and enhance the company’s trustworthiness in society,
we have adopted the Principles of Corporate Ethics and Code of
Conduct. One of the Principles of Corporate Ethics is “Respect for
human rights.” Under the Code of Conduct, we declare the
prohibition of discriminatory business practices, committing
ourselves to not engaging in any form of discrimination in our
business operations or any act that could encourage discrimination.

Participating in Initiatives and Respecting the
Rights of the Child

Daiwa House Industry is a formal or supporting member of a number of
organizations that work toward the resolution of human rights-related
problems in society. We advocate and endorse the objectives of these
organizations and participate in their various initiatives. We also collect
information in a continuous manner by taking part in the activities of
organizations such as the Corporate Federation for Dowa and Human
Rights Issues, Osaka, and the Buraku Liberation and Human Rights
Research Institute, attending seminars on the rights of the child and the
violation of human rights, and purchasing publications on related subjects.

[Principal organizations)

(D Buraku Liberation and Human Rights Research Institute
This organization works toward the elimination of all forms of
discrimination and the realization of a society in which all human
rights are respected.

@ Corporate Federation for Dowa and Human Rights Issues, Osaka
This organization is aimed at generalizing correct understanding and
knowledge about buraku discrimination from the corporate CSR perspective
in cooperation with local governments, based on the belief that the earliest
resolution of the dowa issue is a task of national importance.

(@ Fair Recruitment and Human Rights Center
This organization was established to encourage proactive corporate
initiatives for the establishment of fair recruitment criteria and the
promotion of in-house human rights training programs.

@ Association of Osaka City Corporations for Human Rights
This is an association of particularly socially influential Osaka-based
corporations  that engage in mutual improvement and
awareness-raising to build a “brighter society.”

(® New Media Human Rights Organization
This non-profit organization (NPO) was established to contribute to solving
a variety of human rights-related problems that occur on the Internet.



®Multi-Ethnic’ Human Rights’ Education Center for Pro-existence
This NPO was established to promote necessary changes for the
realization of a society in which true harmony and solidarity exist
between Japanese and non-Japanese, on the assumption that
Japan will become a multi-ethnic society in the 21st century.

@ Normalization Club
This social welfare corporation engages in social welfare projects
and operates or manages social welfare facilities that support the
daily lives of, and provide community-based welfare services for, the
elderly and people with disabilities. The organization is aimed at
realizing a society in which the human rights of all persons are
respected, regardless of the presence or absence of disabilities.

(®Osaka Real Estate Marketing Association
This is a voluntary organization of corporations that pledge to respect
human rights in their business operations and wish to improve their
marketing capabilities and human rights consciousness, toward the
goal of building a society free of discrimination.

Human Rights Education

(DHuman rights awareness-raising training
Al the employees of the company receive human rights
awareness-raising trainings more than twice a year. Each of our 93
branch offices across the nation voluntarily selects its own human
rights theme and provides trainings. After trainings are provided,
Human Rights Office of CSR Department collects and checks
training report of all participants. When we detect the problematic
ideas or obviously wrong understanding in participants’ questions
through the report, we reply to them individually to raise the
awareness of the employees. Therefore, they include, for example,
training programs for directors, employees in executive and supervisory
positions, and new recruits, to enable employees to learn to fulfill their
responsibilities commensurate with their positions.
In April 2016, we implemented human rights awareness-raising trainings
for the first time at our overseas base (Taiwan branch office). We will
continue to select human rights theme and provide trainings not only in
Japan but also overseas in consideration of culture, custom and others
of the region.

@In-House Newsletter Jinken-no Hiroba
The in-house newsletter Jinken-no Hiroba (Human Rights Plaza) is
published every two months on the Daiwa House Group’s intranet for the
purpose of raising employee awareness. The newsletter addresses
various themes relating to human rights with which the employees are
expected to become familiar under different circumstances. It is used and
appreciated by many employees as a handy means of learning about
human rights and acquiring new knowledge.

Human rights awareness-raising training

l Human rights awareness-raising training (Total number of
participants and participation rate for FY 2015)

Daiwa House Industry | 34,778 persons é 198.2%

37,899 persons = 105.3%

Daiwa House Group

Respecting Civil and Political Rights

The Daiwa House Group Code of Conduct stipulates that we are
committed to creating a corporate culture that respects human
rights, so that all our speech and action respect individuals’
personalities and characteristics. The Code of Conduct also states
under the “Acceptance of Diversity” that we strive to create a
corporate culture in which we can make positive use of the ideas
and perspectives of diverse people with differences in value
system, gender, age, ethnicity, language, culture, lifestyle, and
more. We have the Corporate Ethics and Human Rights Helpline,
which is accessible to all Group employees for in-house breach
notification and consultation.

Respecting Economic, Social, and Cultural Rights

In the Daiwa House Group Code of Conduct, we state “In addition
to caring for the health and safety of our employees, we also strive
to create an open and fair work environment, and to give every
member of staff the opportunity for personal development.”
Accordingly, we have developed a system that supports the
physical and mental health of all the employees. Under this system,
employees undergo a mandatory medical examination every year.
For mental health, a consultation service provided by an external
organization (E Partner) is made available to employees as well as
their family members.

Respecting Fundamental Principles and Rights
at Work

At Daiwa House Industry, we have adopted a computerized
management system to accurately register daily working hours
and attendance and absence at all the offices. This is a centralized
data management system that records attendance and quitting
times and handles procedures such as the issuance of orders and
approval for overtime work. At the same time, we have been taking
various measures to reduce working hours, by eliminating
late-night overtime work, thus reducing the physical and
psychological burden on employees, and reviewing the way the
company works in general. For example, we have adopted a
“lock-out” system on a company-wide basis, under which all the
offices are automatically closed at nine in the evening. Meanwhile,
we have been making continuous efforts to streamline work and
increase efficiency. In fiscal 2011, the Human Resource
Department commenced a periodic office inspection. In fiscal
2012, a new working hour control system was introduced. In this
system, office computers can be made inaccessible outside
regular working hours if their users have not undergone formalities
to obtain approval for overtime work or working on holidays. In this
manner, employees are protected from taking on excessive
workloads by both motivational and systematized measures aimed
at eliminating illegitimate overtime work.
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E Governance

Prohibition of Forced or Compulsory Labor and
Child Labor

Last year, no formal complaint was filed against Daiwa House
Industry concerning forced or compulsory labor. At Daiwa House
Industry, the entire class of executives is made thoroughly aware
that appropriately regulating employees’ working hours is the very
least that we should observe in compliance with the labor law.
Likewise, no formal complaint was filed against the company
concerning child labor. Under the company’s Code of Conduct,
we declare our practice of fair recruitment. While it's natural for us
to observe the ban of child labor as stipulated by the Labor
Standards Act, we are also working on fair recruitment/selection of
employees as a promoter company of the Fair Recruitment and
Human Rights Center. In December 2015, we acquired
certification as a “company proactively committed to fair
recruitment and human rights awareness-raising” from the said
Center.

Respecting Human Rights of Overseas Employees

At the Daiwa House Group’s operating sites outside Japan, the
recruitment and treatment of local employees strictly conforms to
the regulations on the elimination of all forms of forced or
compulsory labor and the abolition of child labor, as stated in the
ILO Declaration on Fundamental Principles and Rights at Work, as
well as applicable local laws and regulations. As to employees
newly assigned from Japan to our overseas operating sites, we are
promoting their understanding of cultural and religious
backgrounds of the countries they are to be dispatched through
pre-assignment education and other measures.

Preventing Harassment

At the company, moral harassment, especially the kind bordering
on power abuse, and sexual harassment are strictly forbidden as
prescribed under the company regulations and communicated via
in-house notices. Offenders are subjected to punishment. Through
seminars and educational booklets, we repeatedly impress upon
employees the fact that moral harassment is more than just a
problem for the persons concerned and that it should be viewed as
an organizational problem that can lead to the lowering of morale
in the workplace concemed. As for sexual harassment,
considering the importance of early responses and easy access to
advice, points of contact for reporting and consultation are put in
place at the Head Office as well as all the branch offices. Since
victims of sexual harassment are mostly women, both male and
female consultants are appointed. Moreover, a mechanism has
been put in place to reinforce coordination between the Head
Office and branch offices in this regard. Moreover, a mechanism
has been put in place to reinforce coordination between the Head
Office and branch offices in this regard. For example, all the branch
offices are required to submit a report to the Head Office every
three months, detailing preventive measures that they have
devised, such as antiharassment training programs and the
diffusion of information on contact points, and also notifying the
number of consultations. In fiscal 2015, the total number of
Corporate Ethics and Human Rights Helpline users reporting or
seeking advice on harassment was 33, and the number has been
declining in recent years (a decrease of 26 cases compared with
the previous year).
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Management of intellectual property rights

I Our Policy

| Basic Policy for Intellectual Properties

With “Ensuring our competitive superiority and maintaining
order in competition” as our basic philosophy, we are
engaged in intellectual property activities. Our competitive
superiority is ensured by promptly establishing rights of the
fruits of our technological development and the order in
competition is maintained by putting a patent/trademark
research system in place and respecting other companies’
intellectual properties. Additionally, in light of the importance
of intellectual information, we have built an internal
framework to deliver and gather intellectual information, and
are utilizing IP rights by actively promoting licensing based
on the patent rights, or the fruits of our technological
development. Furthermore, we issue intellectual property
report, or summary of annual activities, grant cash bonuses
for inventions implemented and hold annual meeting to
present excellent inventions and invention contest and other
events with an aim to increase our directors’ and employees’
awareness of intellectual properties.

I Management
Management System of Intellectual Property Rights

I Intellectual Property Office

The Intellectual Property Office, which belongs to the Legal
Department, works in coordination with the Engineering
Department and other related departments for investigations
about, and the acquisition and management of patents, design
and trademark rights, copyrights, and other intellectual property
rights, and also in cases of infringement of rights and litigation.
Since close and swift coordination with research and
development-related departments is essential, the Intellectual
Property Office staff members are permanently posted at the
Central Research Laboratory, Daiwa House Industry’s primary
R&D center. We strictly observe the prescribed procedures of the
acquisition, retention, and release of patent rights, which are fruits
of the company’s research and development; trademarks, the
foundation of the Daiwa House brand; and copyrights and other
intellectual properties, which are the results of our people’s
intellectual and creative efforts, treating them as our precious
corporate assets. Moreover, in accordance with the principle of
maintaining order in competition, we place the utmost importance
on not only claiming our own IP rights but also respecting others’
rights, making sure to prevent violations of other companies’
patent or trademark rights through a solid investigation system.

I Invention Committee

The Invention Committee makes decisions regarding application
for, maintenance of, and licensing of intellectual property rights,
and cash bonuses for inventions. The Committee, comprised of
the head of each of the departments involved in engineering,
research and development, product development and production,
is chaired by the head of the Engineering Department.

H Diagram of the Intellectual Property Rights Management System
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Number of Patents Owned

The number of patents owned by Daiwa House Industry (including
those acquired outside Japan) was 811 as of the end of fiscal
2015, an increase of 41 from the end of fiscal 2014. The number of
patents applied in Japan during fiscal 2014 was 262. The number
of application is increasing as business segments in which we
operate expands. The fields in which we have made patent
applications reflect such trend: besides housing/building
construction, or our pivotal business segment, in recent years
percentages of the total number of our applications have been
increasing in communication, robot and agriculture, which are
related to our newly launched business segments.

Il Numbers of patents owned and patent applications in Japan
in the last five years
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f Bﬁ Governance

CSR management

I Our Policy

The Daiwa House Group considers it important to provide
the value required of the Group from a long-term viewpoint
by implementing CSR through our businesses to contribute
to the society as a company offering housing and other
infrastructures to customers and society. Based on the
philosophy of “Co-creating a Brighter Future,” our CSR
strategy is designed to solve geoenvironmental problems
and those faced by the society with our unique technologies
and know-how. It also aims to enhance the relationship with
our stakeholders in the entire value chain.

I Daiwa House Group CSR Policy

In the light of three aspects—society, environment and
economy, the Group has summarized three perspectives of
“Contributing to society through business,” “Co-creating a
brighter future with our stakeholders” and “Conduct of every
single Group employee” as the Daiwa House Group CSR
Guidelines to be aware of conducting well-balanced
business activities, face our stakeholders sincerely and keep
meeting demand of the society as a corporate citizen. With
the CSR Guidelines in our mind, we are committed to our
day-to-day tasks.

Contributing to
society through
business

Co-creating a Conduct of
brighter future with every single Group
our stakeholders employee
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I Management

CSR Promotion Organization Structure

CSR Department has functions of planning and adjusting
CSR-related policies, systems and items to implement, and the
Board of Directors decide important matters.

Since 2005, each branch office selects one CSR Committee
member to familiarize everyone with corporate ethics and
compliance. One Community Co-Creation Promotion Committee
member is selected separately to promote planning and
implementation of matters related with community co-creation
activities, as well as awareness-raising activities intended for our
employees.

Since 2005, all of the Group companies have also started to
appoint a person responsible for CSR, and are building a system
to promote CSR activities.

Il CSR Promotion Organization Structure of the Daiwa House Group

Board of Directors
Daiwa House Industry

Board of Directors
Group companies

Chairman President Chairman President

Daiwa House Industry Coordination
Executive responsible for CSR Information
exchange

Group companies
Executive responsible for CSR

Daiwa House Industry Coordination Group companies
CSR Department Information Department responsible for CSR
exchange

Group companies
Person responsible for CSR

Promotion Committee [l within the branch

CSR Committee and Community Co-creation
i Promotion Committee members are selected
1 from all of our branches.

Branch Office CSR Management

Based on the concept that the steadily accumulated CSR activities
at each one of our branch offices should be valued, we have
adopted Branch Office CSR Management at our 83 branch offices.
Under the Branch Office CSR Management, we carry out the
CSR Guidelines in our routine works centering on Branch
Managers’ policy to realize sound management of branch offices.
These efforts are assessed using CSR awareness survey and
Evaluation of Business Management Soundness,* a framework for
checking risks in both “awareness” and “action,” thereby leading to
the improvement of business.
*Evaluation of Business Management Soundness is an evaluation system adopted at branch

offices that allows “increasing management efficiency” and “strengthening the management
base” to take root in worksites. It contains a wide range of ESG evaluation items.

Branch Managers’ policy

® Being complete

in small things
* Business * Principles of
improvement Corporate
* Awareness Ethics/Code of
improvement Conduct
plan * Implementation
of CSR
Guidelines

¢ Evaluation of Business
Management Soundness

¢ CSR awareness survey



I Measures Being Taken

Formulation of Branch Managers’ Policy (Do)

The company provides explanation on its management policy with
the managers of its nationwide branch offices at annually-held
“Nationwide Branch Managers’ Meeting.” At this meeting, in
addition to the business policies and plans, the company-wide
policies and plans including strict observance of corporate ethics
and compliance, risk management, personal development,
ensuring safety and hygiene at workplace are announced. And at
all of our branch offices, Branch Managers’ policy is formulated in
light of the above-stated policies, plans and issues, etc. that each
branch office has.

Thorough Enforcement of the Principles of
Corporate Ethics and Code of Conduct (DO)

In April 2004, the Daiwa House Group adopted the Principles of
Corporate Ethics and Action Guidelines, which defined the rules of
conduct to serve as a basis for realizing our company philosophy
and policies. In the same year, we produced an educational
booklet titled “CASE BOOK,” which described the Principles of
Corporate Ethics, Action Guidelines, case studies, and a hotline for
in-house breach notification (“whistle-blowing”). Copies of this
booklet were distributed to all employees within the Daiwa House
Group.

In 2014, we revised the Principles of Corporate Ethics and
Action Guidelines to “Principles of Corporate Ethics and Code of
Conduct,” so that each and every employee may be able to act out
the company philosophy and work on the mission expressed by
the slogan “Co-creating a Brighter Future.” In 2016, we also
published the seventh edition of the “CASE BOOK” so that all
Daiwa House Group employees may take action in their
day-to-day work based on this same idea and these principles. It
has been actively used in the respective workplaces, where it is
read out together in morning assemblies and on other occasions.
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Implementation of CSR Awareness Survey (Check)

Since fiscal 2004, the Daiwa House Group has been conducting
an in-house CSR awareness survey to gauge the status of practice
of the Principles of Corporate Ethics and Action Guidelines (later
Code of Conduct) by employees in their respective workplaces. It
is a completely original questionnaire survey conducted on the
Group’s intranet in which participants answer anonymously about
50 questions regarding their workplaces. The results are converted
into numerical points, and average values are obtained.

We are conducting self-check (self-diagnosis) by comparing
the results with those of the previous year to see changes in the
employees’ awareness during the year, and each branch office
compares the results with the across-the-board average to find out
the points they need to make additional efforts. By reference to
these results, each branch office draws up future improvement
activity plan.

Workplace Awareness Improvement Plan
(Action) Based on CSR Awareness Survey

After the implementation of CSR awareness survey, taking the
opportunity of plenary meetings or general morning assemblies,
each workplace shares the trend of the employees’ awareness
and future tasks read from the survey results.

Setting of the most important improvement items toward the
next year and examination of concrete improvement measures are
summarized in the “Workplace Awareness Improvement Plan.” To
cite a case, as a measure to the survey result (what an employee
felt) that “it's less likely that everyone cooperates according to
his/her ability to achieve our goal,” we have practiced “presenting
outcomes obtained by achievement of our goal, as well as
compliments and appreciations received from our customers, to
share the sense of fulfilment” for a year. In this way, each branch
office circulates PDCA based on the survey results.
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- Summary of the Daiwa House Group

I Company Summary (as of March 31, 2016)

Company Name
Established
Capital

Head Office
Tokyo Head Office
Branches/Offices
Plants

Research Center
Training Centers

Net Sales

Daiwa House Industry Co., Ltd.

April 5, 1955

161,699,201,496 yen

3-3-5 Umeda, Kita-ku, Osaka, 530-8241, Japan
3-13-1 lidabashi, Chiyoda-ku, Tokyo, 102-8112, Japan
83 locations in Japan (including head offices)

10 locations in Japan

Central Research Laboratory (Nara City)

Osaka, Tokyo, Nara

Non-consolidated: 1,649,765 million yen

Consolidated: 3,192,900 million yen

I Sales (consolidated, for the fiscal year ending in March 2016)
(Note: Percentage after subtracting transactions within the Group)

Other Single-Family Houses
3453 billion yen 376.2 bittion yen

-

10.8% 11.8%

Office Buildings
7334 billion yen

230% - Rental Housing
Commercial =% 878.6 billion yen
Buildings
4874 billion yen
15.3%
2.9% 8.7%

Existing Home Business

92.6 villion yen

Condominiums

2791 billion yen

3,1 929 billion yen
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I List of Affiliated Companies

@ Single-Family Houses
Daiwa House Industry Co., Ltd.

@ Rental Housing
Daiwa House Industry Co., Ltd.
Daiwa Living Management Co., Ltd.
Daiwa Living Co., Ltd.
Nihon Jyutaku Ryutu Co., Ltd.

@ Condominiums
Daiwa House Industry Co., Ltd.
Cosmos Initia Co., Ltd.
Daiwa LifeNext Co., Ltd.

@ Existing Home Business
Daiwa House Industry Co., Ltd.
Daiwa House Reform Co., Ltd.
Nihon Jyutaku Ryutu Co., Ltd.

@ Commercial Buildings
Daiwa House Industry Co., Ltd.
Daiwa Lease Co., Ltd.
Daiwa Information Service Co., Ltd.
Daiwa Royal Co., Ltd.

@ Office Buildings
Daiwa House Industry Co., Ltd.
Fuijita Corporation
Daiwa Lease Co., Ltd.

@ Other
Daiwa House Industry Co., Ltd.
Royal Home Center Co., Ltd.
Daiwa Logistics Co., Ltd.
DesignArc Co., Ltd.
Daiwa Resort Co., Ltd.
Daiwa Royal Co., Ltd.
Daiwa Lease Co., Ltd.

(Note) Listed above are major affiliate companies
affecting the sales of the Daiwa House Group.



- Highlight of Financial Results and Consolidated Financial Indicators

I Net sales (consolidated)/Ratio of consolidated I Operating income (consolidated)/
net sales to non-consolidated net sales Ratio of operating income to net sales
B W Net sales (consolidated) —@ Ratio of net sales 10 non- net sales ) W M Operating income (consolidated) =@ Ratio of operating income to net sales
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- Major Awards the Daiwa House Group Received in Fiscal 2015

August
2015

@ Achieved the No. 1 position
in general construction
performance in recognition
of environmentally symbiotic
housing for FY 2014

@ Included in the Dow Jones Sustainability Asia Pacific Index for
the third consecutive year

Dow Jones .
Sustainahility Indices

In Callaboration with RobecoSAM &

® Received the Special Reviewers’ Award at the 4th
Biodiversity-friendly Enterprise Activity Contest

@ Recognized as the No. 1 corporation in the construction
industry, a first for a housing company, in the Environmental
Management Research of the NIKKEI

® Won the Energy Conservation
Center Chairman Prize in the
2015 Energy Conservation
Grand Prize (product and
business model section) for our
work on “Energy-saving lighting
and enhanced pleasantness
using a natural lighting system”
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February
2016

March
2016

® Won the Environmental Report Excellence Award at the
19th Environmental Communication Awards for the Daiwa
House Group Environmental Report 2015

#19E BWRIS 1=y —va v AR Rt

i BUAE. —ARIELE AR - ARBIRTD =51

@ Rated in the highest rank in the DBJ Environmentally Rated
Loan Program operated by Development Bank of Japan Inc.

2015
o &2 &

@ Designated as a Nadeshiko Brand in fiscal 2015 (for the
second straight year) and included in the New Diversity
Management Selection 100 enterprise

® NADE
00 SHIES
000 KO::

. DIVERSITY
MANAGEMENT

.@ SELECTION ma
0001003

@ Received the Best Resilience Prize at the Japan
Resilience Awards 2016 for our smart-town “SMA-ECO
Town Harumidai”
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Mizue Unno

Managing Director
So-Tech Consulting Inc.

Ms. Unno is a consultant in the field of
CSR and sustainability, who offers advice
and recommendations on business
management and provides support for
practical corporate activities from the
perspective of global management.

A characteristic of the Daiwa House Group in this year is their
adoption of the step of identifying priority CSR themes and
incorporating those themes into their future business development.
More than the themes themselves, it is important to share the
process for that identification, and it is my hope that the Group will
be concretely involved in such priority themes in the future.

Assessment of this year’s actions

® Continuation of the Stakeholders’ Meeting

This year's Stakeholders’ Meeting was part of a process for
identifying issues, and it provided an opportunity for each
stakeholder to reflect their thoughts in future business. As this
meeting is held year upon year, | think that those in charge have
become familiarized with the awareness of looking at things from
the perspective of society in general. However, in addition to this
public meeting, it is also important to report the individual
communications that are carried out with NGOs and other
organizations who are able to point out specific issues to the
Group.

® Vision, management and indices for self-assessment

In addition to a report on activity performance, this CSR Report
outlines issues and targets for each area, it provides a review using
assessment indices, and it makes it possible to grasp the overall
view of the Group’s activities. And | hope that these indices will
continue to be used as an axis to improve future results.

Future Plans

® | ong-term social vision

Policies have been set in previously unclarified areas of CSR, and
directions have been established. However, it seems that there is
still an inadequate connection between those policies and a
specific plan, and the content of those policies themselves need to
be reexamined in consideration of sustainability.

® Embodiment of the “Asu Fukaketsuno” concept
Although “Asu Fukaketsuno” businesses are specified in the

- Third-Party Opinion (on the Daiwa House Group’s CSR Activities)

Medium-Term Management Plan, the relationship between that
plan and CSR is not explained well. While the Report does describe
social contribution activities carried out by local residents, how that
links to the Group’s business is important and, therefore, explaining
it as a management concept in adapting to changes in society is
desirable.

® Integrating social and environmental aspects from the
perspective of the overall community

Because social and environmental issues are assessed individually
here within the identification of priority issues, there is no visible
relationship between the two maps, and the levels of identifying
issues are not aligned. The two issues are not separate and, in fact,
are closely related, so it is necessary to first of all consider the
“problems of local sustainability” from the perspective of the
community as a whole.

The Group must lead the way in showing what kinds of problems
there are in the community, how they can be solved, and how the
Daiwa House Group can be involved as a housing manufacturer.
This is the perspective of a private corporation participating in
community development in affiliation with local residents and local
administration. There should be a story in which individual concerns
such as the conservation of resources, energy consumption, and
health and welfare are linked to that view and lead both to product
development and the activities of each worksite.

® CSR procurement activities

The “CSR Procurement Guideline” was newly established in 2015
with the intent of strengthening CSR activities that include business
partners. Although biodiversity in the supply chain is currently
stressed through the purchase of imported lumber, such social
facets as local residents and workers are included in that issue and
need to be addressed at the same time.

It is also necessary to handle construction subcontractors as a
separate matter. The problem of a labor shortage, which is viewed
as the most priority issue, is a case in which CSR becomes a
business risk. So, in the future, | hope that a plan will be prepared
that includes the consideration for human resource training and
development at the Group’s business partners.

® The concept of governance

Corporate governance requires a mechanism for the check and
review of top management, as well as transparency therein, and it is
an obligation that a company has to all its shareholders. Here,
environmental and social factors that have a major affect on
business, especially those that investors might see as risks, should
be reported, but without including an excess of information on
those stakeholders.

In this line of thought, the report on human rights can be viewed
as a being in the social arena rather than an issue of governance.
Since this issue is becoming a risk within global management, it is
necessary to appropriately consider response that is separate from
that for the domestic market.

Our Response to Third-Party Opinion

| would like to express our wholehearted appreciation to Ms. Unno for continuing to provide her valuable
opinions on our Group’s CSR activities. The information in this CSR Report 2016 is arranged in accordance
with our “Medium-Term CSR Plan” and “Revision of CSR Self-Assessment Index” priority issue from the ESG
perspective” and, under the “S: Society” heading, reports are provided on five of the different stakeholders g S

whom the Group considers important. Significant improvements have also been made by introducing, at the

beginning of the Report, the series of processes that were taken in formulating the Medium-Term CSR Plan and o

in revising the Indices for Self-Assessment of CSR Activities, as well as in introducing, on the Performance -

Report page, a summary of fiscal 2015 and our future commitment that was prepared by the executive officers \\ .
Tamio Ishibashi
Executive Vice President
Head of CSR

in charge, followed by our activities in regard to the “Our Policy,” “Management” and “Measures Being Taken”
steps related to each priority issue.

| view the content of Ms. Unno’s opinions under “Future Plans” as management issues to be dealt with and
improved as we implement the 5th Medium-Term Management Plan, which commenced in fiscal 2016.
Considering the fact that the relationship between CSR and business nowadays is becoming even more
interconnected, we will try to understand specifically what society expects of the Group through
communication with all of our stakeholders and work toward implementing sustainable management.
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D) 150 26000-based CSR Activities (KPI)

CSR self-assessment indices (CSR indicators)

In fiscal 2009, we conducted the first revision of our indices for Hl Theme-by-theme points of CSR self-assessment, FY 2015
selfassessment of CSR activities. In fiscal 2010, we expanded the
scope of application of the indices to the entirety of the Daiwa Human rights
House Group companies. In fiscal 2011, with reference to ISO 97.6
26000 and based on discussions held at the Stakeholders’ (122/125)
Meeting and then within the Group, we selected eight themes, 18 Financial indices Labor practices
issues, and 40 indices (applicable to Daiwa House Industry only). 90.7 100% 66.7
In fiscal 2015, in our self-assessment, we obtained 796 points (68/75) (100/150)
out of 1,000 points on the eight themes and 40 indices, or 79.6%
as a ratio of points obtained, up 23 points from our fiscal 2014 60
performance of 773 points or 77.3%. 40
Using these results, we are continuing our efforts to promote 20
and improve our CSR management. Organizational The environment
governance 0 96.0
58.9 (120/125)
(103/175)
Community involvement ; ;
and de\)//elopment Fagrggteigaet;ng
83.3 82-0
(125/150) (82/100)
C(_)nsumer
Issues
76.0
(76/100) * Figuresin () denote obtained

points/full points.

. . * In the columns of yearly results and targets, the upper-column figures are actual numerical results, and the lower-column figures in () are
O rgan |Zat|0na| governance points calculated by the company’s assessment method.
*Of the FY 2015 results and FY 2015 targets, items under which numerical evaluation by points cannot be conducted are left blank, and the FY
2015 results are set at 15 points (60% of full points).
* Point allocation for each index was 25 points in total for all items.

Issues of social Concrete indices Assessment method FY 2014 | FY 2015 | FY 2015 Remarks
responsibility (sections corresponding to FY 2015 results in red) results targets results (related data, etc.)
Rating by an external assessment organization B+ A+ A=
External assessment of . . . (AR2014
the Annual Report Not ranked: 0, D: 12, C (C—, C, C+): 18, (AR2013) (AR2014) ( i )
B or above (B—, B, B+, A—, A, A+): 25 (25 pts)
External assessment
T External assessment of External assessment of the CSR Report: points _ _ - system adopted in
panspalency the CSR Report obtained converted to a scale of 25 (15 pts) |FY 2012 was

discontinued.

External assessment of the IR website

External assessment of Below 4.5: 0, 4.5-below 5.0: 5, 5.0-below 5.5: 10, | Below 4.5 | 5.5 pts Be(')°‘”i e
5.5-below 6.0: 15, 6.0-below 6.5: 20, 6.5 or above: 25 (Opts)
Points obtained in the annual in-house CSR
. In-house 74.43 pts
Ethical conduct CSR awareness survey awareness survey, converted to a scale of 25 73.26 pts 75 pts (19 pts)
[Group] P
Questionnaire survey for Stakeholders’ Meeting
attendants:
s . (@ Percentage of those who found the meeting @ 95%
Silietieldlsr Stakeholders N_Ieetln_g ambiance conducive to frank discussions ®64% ®90% @ 84%
engagement (attendants’ satisfaction) @ 64% @ 70% °
@ Percentage of those who found the company’s (22 pts)
information easy to understand
Average of the above two converted to a scale of 25
The total annual number of training program FY 2015 results
Number of times of attendants divided by the total number of Legal Affairs Dept.:
participation per employee employees at year-end 4,864 persons
Respect of rule in company-wide ethics Below 0.3: 0, 0.3-below 0.4: 5, 0.4-below 0.5: 10, 0.30 0.7 or 0.33 Total number of
[y and compliance training 0.5-below 0.6: 15, 0.6-below 0.7: 20, 0.7 or : above (5pts) | employees
programs above: 25 at the year-end:
* Limited to training programs organized by the 14,621 persons
Legal Affairs Dept. or the CSR Dept. only (As of March 31, 2016)
. GRI Guideline responsiveness | Disclosure rate in the CSR Report converted to a 68.4%
Understanding in the CSR Report scale of 25 60.6% 75.0% (17 pts)

social responsibility
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Human rights

Issues of social
responsibility
(% = priority themes)

Concrete indices

Assessment method
(sections corresponding to FY 2015 results in red)

FY 2014
results

FY 2015
targets

FY 2015
results

Remarks
(related data, etc.)

Adequate resolution
of grievances relating
to human rights

Response to Corporate Ethics
and Human Rights Helpline users
(rate of conflict resolution)

Rate of conflict resolution within one month from
reporting, converted to a scale of 25

86.2%

80% or
above

88.0%
(22 pts)

Rate of recognition of the
Corporate Ethics and
Human Rights Helpline

Investigation at the same time as the in-house CSR
awareness survey[Group)

Percentage of employees who know how to access the
Corporate Ethics and Human Rights Helpline

Below 50%: 0, 50%-below 55%: 5, 55%-below 60%: 10,
60%-below 65%: 15, 65%-below 70%: 20, 70% or above: 25

77.5%

80% or
above

78.4%
(25 pts)

Elimination of
discrimination and
provision of equal
opportunities
(Discrimination and
vulnerable groups)k

Human rights awareness-raising

(D Rate of participation in human rights awareness-raising
programs[non-consolidated]
Percentage of employees who have participated in human
rights awareness-raising programs

(2 Rate of implementation of human rights awareness-raising
programs[28 Group companies]
Average of the Group companies’ percentages of employees
who have participated in human rights awareness-raising
programs

Average of @ and (2, converted to a scale of 25

1 108.5%
@ 116.2%

®100%
@ 100%

199.1%
2104.5%
(25 pts)

Target: program
participation twice per year
Total rate of participation
217.0% set as 100

Grade- or purpose-specific
programs excluded
[non-consolidated]

Target: program
participation once per year
[Group]

Rate of employees
with disabilities

Percentage of employees with disabilities on April 1 in next FY
Below 1.80%: 0, 1.80%-below 1.85%: 5, 1.85%-below
1.90%: 10, 1.90%-below 1.95%: 15, 1.95%—-below 2.0%:
20, 2.0% or above: 25

215%

2.20%

2.19%
(25 pts)

Rate of female managers
(rate of target achievement)

Rate of female managers (percentage of female managers
out of the total managers)

Rate of target achievement as of April 1 in the next FY,
with the FY 2015 target of 1.5% set as 100, converted to a
scale of 25

140%

230%
(25 pts)

Groupwide numerical target:
500 female managers by 2020
2014: 166 (2.6%)

2015: 200 (3%)

Labor practices

Issues of social
responsibility
(% = priority themes)

Concrete indices

Assessment method
(sections corresponding to FY 2015 results in red)

FY 2014
results

FY 2015
targets

FY 2015
results

Remarks
(related data, etc.)

Provide a safe and
healthy work
environment
(Health and

safety at work)*

Number of labor accidents
(on-site)

[Rate of decrease from
previous FY]

Rate of decrease from the previous FY in the number of
labor (on-site) accidents

Below 0%: 0, 0%-below 5%: 5, 5%-below 10%: 10,
10%-below 15%: 15, 15%-below 20%: 20, 20% or
above: 25

35.0%

-30%

—2%
(5 pts)

2014: 48 cases
= 2015: 47 cases

Rate of obtainment of
paid holidays

The number of paid holidays actually claimed within the
fiscal year divided by the total number of claimable paid
holidays

Below 20%: 0, 20%-below 25%: 5, 25%—-below 30%:
10, 30%-below 35%: 15, 35%—below 40%: 20, 40% or
above: 25

36.2%

40.0%

45.9%
(25 pts)

Employee satisfaction survey

Investigation at the same time as the in-house CSR
awareness survey [Group]

Below 60 pts: 0, 60 pts-below 65 pts: 5, 65 pts—below
70 pts: 10, 70 pts—-below 75 pts: 15, 75 pts—-below 80
pts: 20, 80 pts or above: 25

75.48 pts

80 pts

62.4 pts
(5 pts)

Investigation reviewed in
FY 2014, replaced by
“Motivation for work”

Develop human
resources
[employee training]
(Human
development

and training in the
workplace)x

Rate of acquisition of
professional qualifications by
young employees

(D Rate of success in the Real Estate Business Director
Qualifying Examination
* Of the employees who joined the company within
the last three years and passed the examination in
the fiscal year
0%-below 5%: 0, 5%-below 10%: 5, 10%—-below
15%: 10, 15% or above: 15
(@ Rate of success in the Grade Il Registered Architect
Qualifying Examination
* Of the employees who joined the company within
the last three years and passed the examination in
the fiscal year
Below 15%: 0, 15%-below 20%: 4, 20%-below
25%: 8, 25% or above: 10
The sum of ® and @

®19.2%
@32.2%

®22%
@ 40%

®18.7%
229.9%
(25 pts)

Number of times of participation
in company-wide training
programs per employee

The total annual number of participants in training
programs divided by the total number of employees at
year-end (annual actual)

Below 0.6: 0, 0.6-below 0.7: 5, 0.7-below 0.8: 10,
0.8-below 0.9: 15, 0.9-below 1.0: 20, 1.0 or above: 25

1.16 times

1.2 times

1.3 times
(25 pts)

External assessment of
candidates for managerial posts

The number of employees who are ranked above a

certain level in accordance with an external specialized

organization’s assessment criteria

* Number of employees ranked at Grade 3 or above on
a scale of five

0: 0, 1-3: 5, 4-6: 10, 7-9: 15, 10-12: 20, 13 or more: 25

(15 pts)

Numerical target not
disclosed due to system
change in FY 2013

= review of concrete
indices
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Fair operating practices

D) 150 26000-based CSR Activities (KPI)

Issues of_sqs:lal ConaEn s PSR feie) FY 2014 | FY 2015 | FY 2015 Remarks
responsibility results targets results (related data, etc.)
Corporate members of
the Confederation of
. Partner Companies, the
Response to reporting by Trillion Club, the
! ; . . s 100% '
business partners with regard | Rate of conflict resolution within one month from 100% 100% Setsuwa Club, and the
to subcontracting law reporting, converted to a scale of 25 @5pts) | gouwa Club.
(rate of problem-solving) Each member company
(total number of reports
Fair competition in 2015: 16)
Questionnaire survey for @ Rate of response 68.1%
business partners agout @ Percentage of respondents who stated “no 63% 67.5% @ 64‘;; Cforr?orate members
; problem” with regard to Daiwa House Industry @ 54% @ 60% ofthe .
Daiwa House Industry @ 72.2% Confederation of
employees’ conduct employees @ 72% @ 75% 7 | Partner Companies
Average of D and @), converted to a scale of 25 (17 pts) P
State of management and Supervision of purchasing duties handled by the
improvement based on Purchasing Department at branch offices across 58.74 pts
business partners’ and Daiwa Japan (in-house criteria) 59.5 pts 65 pts 4P
House Industry’s criteria for National average points (full points: 70) under (21 pts)
Responsible action purchasing duties quantitative evaluation items, converted to a
toward all business scale of 25
partners and users
(Promoting social
responsibility in the n . .
value chain) . . Supervision of purchasing duties handled by the
Appropriateness Qf duties Purchasing Department at offices across Japan
contracted to business (in-house criteria) o o 74%
partners based on in-house Percentage of branch offices evaluated “Fair” 67.55% 72% (19 pts)
criteria (full points: 100) under qualitative evaluation
items, converted to a scale of 25
Consumer issues
Issues of social Concretelindices Assessment method FY 2014 | FY 2015 | FY 2015 Remarks
responsibility (sections corresponding to FY 2015 results in red) results targets results (related data, etc.)
Percentage of housing units granted the highest
grade for anti-seismic performance (with
o structural devices to prevent collapse) under the
Anti-seismic performance mandatory housing 88.7%
(housing) s performance indication system 90.1% 93.0% 22' ?
[Rate of acquisition of the The above percentage converted to a scale of 25 (22 pts)
highest grade] * Evaluation used the total corporate values
shown in the reference material which specifies
Guarantee of the values compiled for each region.
product safety
during use
(Protecting Rate of complete implementation: the number of
consumers’ health cases of special inspection completed divided by
and safety) the number of units requiring/entitled to special
inspection
Percentage of implementation | Below 80%: 0, 80%-below 85%: 5, 85%-below
of special inspection regarding | 90%: 10, 90%-below 95%: 15, 95%-below 100%: 90%
product performance and 20, 100%: 25 (25 points if the number of units 89.2% 100% (15 pts)
specifications requiring or entitled to special inspection is 0) P
* Rate of complete implementation within the
scheduled period from the time of notification
of special inspection; only units on which
special inspection is completed within the
same fiscal year are taken into account.
Percentage of responses of “Excellent” and
“Good” in a questionnaire survey for
single-family house owners
. ) The above percentage converted to a scale of 25
Customer (single-family house | ; : 96.6%
Adequate owner) satisfaction In the questionnaire survey, respondents were 96.3% 100% (24 pts)
P invited to choose from four responses, p
after-sales service « » o« ” o« »
p Excellent,” “Good,” “Not very good,” and
and appropriate « » ; « )
. Poor,” to the question, “How do you find your
handling of h on
complaints ouse?
(Consumer service,
SR St Percentage of satisfied respondents in a
complaint and h ! L
: ) questionnaire survey for condominium owners
dispute resolution) .
Customer (cluster housing The above percentage converted to a scale of 25 ®
N : ; : 62.2%
owner) satisfaction * In the questionnaire survey, respondents were 60.2% 100% 1
invited to choose from four responses, (15 pts)

“Satisfied,” “Somewhat satisfied,” “Not
satisfied,” and “Dissatisfied.”
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Community involvement and development

Issues of social
responsibility
(% = priority themes)

Concrete indices

Assessment method
(sections corresponding to FY 2015 results in red)

FY 2014
results

FY 2015
targets

FY 2015
results

Remarks
(related data, etc.)

Active involvement
in, and collaboration
with other parties for
local community
development
(Community
involvement)*

Activities contributing to society
(Head Office, branch offices)

(@ Number of cases by the Head Office Below 30: 0,
30-below 40: 5, 40-below 50: 8, 50 or above: 10

(2 Rate of implementation by branch offices (twice a
year or more) Below 60%: 0, 60%—-below 65%: 5,
65%-below 70%: 10, 70% or above: 15

Sum of @ and @

@ Head Office:
98 cases

(@ Branch offices
100%

@ Head Office: (D Head Office:

75 cases 92 cases
2
(@ Branch offices @ Erggc&ofﬂces
100% (25 pts)

Collaboration with
NPOs and NGOs
(Head Office, branch offices)

(D Number of cases by the Head Office 0 cases: 0,
1-below 10: 5, 10-below 20: 8, 20 or above: 10

(@ Rate of implementation by branch offices (once a
year or more) 0%: 0, above 0%—below 5%: 5,
5%-below 10%: 10, 10% or above: 15

Sum of M and @

(D Head Office:
20 cases

@ Branch offices
27.7%

(D Head Office: @ Head Office:

6 cases
20 cases | 4
(2 Branch offices @ %rgng;/gfﬁces
o !
30% 20 pts)

Cooperation with

(D Number of cases by the Head Office 0 cases: 0,
1-below 15: 5, 15-below 30: 8, 30 or above: 10

(D Head Office:

@ Head Office:

® Head Office: |~ g Cod

i ati (2 Rate of implementation by branch offices (once a 73 cases 50 cases |5 ]
l(OHCeaalc;)gfefiirgéagl?;rfch offices) year or more) 0%: 0, above 0%—below 25%: 5, @ Branch offices | @ Branch offices Q) gff\ces
’ 25%—-below 50%: 10, 50% or above: 15 78.7% 75% (@5 pts)
Sum of M and @
Percentage of social contribution budget in the
ordinary profit (average of the five years up to the
. - previous FY) 1.0% or 1.62%
Budget for social contribution | g0y 0.6%: 0, 0.6%—below 0.7%: 5, 0.7%-below 2.8% above @5 pts)
0.8%: 10, 0.8%—below 0.9%: 15, 0.9%—-below 1.0%: 20,
Investment in local 1.0% or above: 25
community Rate of involvement obtained by dividing the number of
?Se(;lceilslpmem Donations and fund-raising employeesbsuﬂt;siri?iTg to gw Erf1d|essI and Hetatr; Donationd 25.3% 25.0% 21.9%
( Rate of employee involvement programs by the total number of employees at the year-en 3% .0%
investment) sk ( ploy )| Below 20%: 0, 20%-below 25%: 5, 25%-below 30%: 10, ©pts)
30%-below 35%: 15, 35%-below 40%: 20, 40% or above: 25
. . Rate obtained by dividing the number of holidays obtained
Rate of obtainment of holidays by the total number of employees at the year-end o o 23.5%
for volunteerism Below 5%: 0, 5%-below 10%: 10, 10%-below 15%: 15, 14.0% 20.0% (@5 pts)
15%-below 20%: 20, 20% or above: 25
Environment
Issues of social
ibili i FY 2014 | FY 2015 | FY 2015 Remarks
responsibility Concrete indices Assessment method
(i = sy iemes) results targets results (related data, etc.)
Rate of decrease (%) from the FY 2012 Rate of achi ¢ of the FY 2015 1 £ (+1.0%)
X figure in the quantity of ate of achievement of the arge .0%, _
fasventionio] cgnstructionqderivezi waste materials | converted to a scale of 25 —13.6% 1% 0%
coonmental er unit of sales [Production] [3 Group companies] @5t
pollution P
[water, air, soil, etc.] | Rate of decrease (%) from the FY 2012 ,
(Prevention of figure in the quantity of construction-derived Rate of achievement of the FY 2015 target (—13.0%) _19.5%
pollution) waste materials per unit of construction site | Gonverted to a scale of 25 —14.7% —13% (25 pts)
surface area [Construction] (3 Group companies]
. Contribution to overall CO2 Rate of achievement of the FY 2015 target (4.2 million . - 3.712 million
Reduction of CO: reduction t-CO2) converted to a scale of 25 3.902 million | 4.2 million +-CO2
emissionsiand (10,000 t-CO2) [5 Group companies] tC0: +C0: 2 pts)
addressing of global
warming Rate of decrease (%) from the FY | Rate of achievement of the FY 2015 target (42.0%) _50.7%
(Mitigation of 2005 figure in CO2 emissions per | converted to a scale of 25 —43.6% —42% B0 N
climate change and | it of sales [32 Group companies] @5pts)
adaptation to
climate change) (@ Rate of conformity to the in-house criteria for
Protection of the Rate of conformity (%) to biodiversity protection (Development)
y (%)
environment, in-house criteria for biodiversity | @ Green space surface area (m?) ®100% ©95% ~ ®100%
biodiversity and protection (Development) Average of the rates of achievement of the FY 2015 @761 000" 2| & ggo 008 ,| @724,000m?
restoration of Green space surface area (m?) targets, (D development: 95.0% or above and ;000 m™ 12):899,000 m (23 pts)
natural habitats) (2 850,000 m?, converted to a scale of 25
[® Daiwa House Industry Co., Ltd., @ 3 Group companies]
Financial indices
Issues of social vl FY 2014 | FY 2015 | FY 2015 Remarks
responsibility Concrete indices Assessment method results targets results (related data, etc.)
Profitability (@ Average of the return on total assets of the last three years Published in the short-term
(Numerical index based on the (2) Average of the ratios of operating profit to sales in the last three years 70 pts 75 pts 80 pts financial report FY 2015
operating profit ratio) Numerical indication based on @ and @ (on a scale of 100) (20 pts) | consolidated business
P 9P then converted to a scale of 25 results
Growth (@ Average annual sales growth rate of the last three years Published in the short-term
(Numerical index based on the growth (2 Average annual operating CF growth rate of the last three years 50 pts 70 pts 90 pts financial report FY 2015
rates of sales and operating CF) Numerical indication based on (D and @ (on a scale of 100) P P (23 pts) consolidated business
P 9 then converted to a scale of 25 results
Safety Rate of resistance to interest payment burden = Published in the short-term
. . : (pre-tax profit + interest to pay) divided by interest to pay 100 pts financial report FY 2015
i’::mf:rceiltmge;g;{ebsdf;i%§e to Numerical indication based on the above (on a scale of 100 pts 100 pts (25 pts) | consolidated business
payl 100) then converted to a scale of 25 results
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D) CsR Activities by Stakeholder (KPI)

CSR self-assessment indices (CSR indicators)

In fiscal 2006, Daiwa House Group implemented a CSR self-assessment index to measure CSR activity results and “visualization.” This has
been beneficial in making improvements to CSR activities. Since fiscal 2013, we were setting up and operating the index based on ISO
26000 international standards, but to clearly convey the “spirit of co-creating a brighter future with our stakeholders,” we have reorganized
the topics by setting 26 priority issues and 47 indices based on stakeholder input, and revised the index to be shaped around ESG
(environment, society, governance), as based on our newly-formulated Medium-Term CSR Plan. As a new endeavor, we have determined a
three-year objective in accordance with the Fifth Medium-Term Management Plan put into effect in fiscal 2016. While incorporating the
PDCA cycle, our aim is to strengthen our management foundation and to achieve performance objectives.

FY 2013 to 2015 ‘ FY 2016 to 2018
Human Customers
- rights ~
Community
involvement Labor Employees
and practices (s)
development
Organizational
governance
o . Business
Consumer LS Environment
leauEs environment partners
(E) (s)
Fair Local
operating residents
practices (S)
Social

* Point allocation for each index was 25 points in total for all items.

| Customers

* Two indices were set for social priority issues (customers, employees, business partners, local residents), and three indices were set for the most important
priority issues (%) to implement weighted scoring.

Priority issues . o - Targets in
(% = The most important | New Indices Individual indices th Assessment method
priority issues) ree years
. Ratio of houses certified under the Long-Life Quality Housing Certification
Rate of long-term excellent housing 90% or above System, converted to a scale of 25 pts.
No-ch No-charge after-service amount within Below 10 pt 60 pts or above: 0 pts, 40 pts-below 60 pts: 5 pts, 30 pts-below 40 pts: 10 pts,
af(t);—s::%iece amount | One-year of handover AEYIES | pts-below 30 pts: 15 pts, 10 pts-below 20 pts: 20 pts, Below 10 pts: 25 pts
O within one-year of K L
handover No-charge after-service amount within Below 10 pts 60 pts or above: 0 pts, 40 pts-below 60 pts: 5 pts, 30 pts-below 40 pts: 10 pts,
Provide high quality one-year of handover 20 pts-below 30 pts: 15 pts, 10 pts-below 20 pts: 20 pts, Below 10 pts: 25 pts
products No-charge after-service amount within Below 10 pts | 60 Pts or above: 0 pts, 40 pts—below 60 pts: 5 pts, 30 pts-below 40 pts: 10 pts,
one-year of handover 20 pts-below 30 pts: 15 pts, 10 pts-below 20 pts: 20 pts, Below 10 pts: 25 pts
Percentage of E,'esmjgttii?‘ergf;Tdri;emigt::ﬁn Zfrfsgﬁ:: ce 100% Below 80%: 0 pts, 80%-below 85%: 5 pts, 85%—-below 90%: 10 pts,
implementation of specal | nc’;’sp cottio a%on s 9P P 90%-below 95%: 15 pts, 95%-below 100%: 20 pts, 100%: 25 pts
inspection regarding - - -
Percentage of implementation of special
product performance and | & ] . Below 80%: 0 pts, 80%-below 85%: 5 pts, 85%-below 90%: 10 pts,
ifinati inspection regarding product performance 100% ’ ; ’
specifications an(?specifica%ions 9P P ° 90%-below 95%: 15 pts, 95%—-below 100%: 20 pts, 100%: 25 pts
Rate of participation in new employee 100% Below 80%: 0 pts, 80%-below 90%: 5 pts, 90%—-below 95%: 10 pts,
training 95%-below 98%: 15 pts, 98%-below 100%: 20 pts, 100%: 25 pts
Rate of participation in new employee o Below 80%: 0 pts, 80%-below 90%: 5 pts, 90%-below 95%: 10 pts,
training 100% 95%-below 98%: 15 pts, 98%-below 100%: 20 pts, 100%: 25 pts
Improved skill for . o
O communicating with Rate of employee participation in training 95% Below 80%: 0 pts, 80%-below 85%: 5 pts, 85%—-below 90%: 10 pts,
customers for each level, and local seminars ° 90%-below 92%: 15 pts, 92%-below 95%: 20 pts, 95% or above: 25 pts
Rate of participation of beginner . Below 80%: 0 pts, 80%-below 90%: 5 pts, 90%-below 95%: 10 pts,
employees (new employees - third year) 100% | 9594-below 98%: 15 pts, 98%-below 100%: 20 pts, 100%: 25 pts
training, and tax training for all employees © 0: 15 pts, 967 0: 20 pts, b:eop
Rate of participation in role-playing . Below 80%: 0 pts, 80%-below 90%: 5 pts, 90%-below 95%: 10 pts,
competitions for sales employees within 100% 95%-—below 98% 15 pts. 98%-below 100%: 20 pts. 100%: 25 pt
two years of joining the company o-below 98%: 15 pts, I87%-below 020 pts, breopts
Pr?r;]):]r et Rate of how much evaluations of sales’ handling after concluding the agreement,
cqth . tca © Degree of satisfaction of support during and that reporting and contacting during implementation by the construction in
Wwith customers construction and after concluding 80% or above | the one-month CS questionnaire were the highest very good occupied the total
agreement in one-month questionnaire Below 30%: 0 pts, 30%-below 50%: 5 pts, 50%-below 60%: 10 pts,
60%—below 70%: 15 pts, 70%-below 80%: 20 pts, 80% or above: 25 pts
No. of proposals made directly to the head 0 5 or above: 0 pts, 4: 5 pts, 3: 10 pts, 2: 15 pts, 1: 20 pts, 0: 25 pts
No. of proposals office * Letter to representative; telephone calls, emails, and visits to head office reception
(O | made to the head
office No. of proposals made directly to the head 0 5 or above: 0 pts, 4: 5 pts, 3: 10 pts, 2: 15 pts, 1: 20 pts, 0: 25 pts
office * | etter to representative; telephone calls, emails, and visits to head office reception
No. of proposals made directly to the head 0 5 or above: 0 pts, 4: 5 pts, 3: 10 pts, 2: 15 pts, 1: 20 pts, 0: 25 pts
office * Letter to representative; telephone calls, emails, and visits to head office reception
No. of proposals made directly to the head 0 5 or above: 0 pts, 4: 5 pts, 3: 10 pts, 2: 15 pts, 1: 20 pts, 0: 25 pts
office * Letter to representative; telephone calls, emails, and visits to head office reception
Rate of how much I'm happy | used your company, and the highest
evaluation of very good in the Overall Handling in the one-month CS
Long-term efforts to Customer (owner) Degree of satisfaction in one-month B e questionnaire occupied the total
earn trust satisfaction questionnaire © Orabove | Bejow 30%: O pts, 30%-below 50%: 5 pts, 50%-below 60%: 10 pts,
60%-below 70%: 15 pts, 70%—below 80%: 20 pts, 80% or above: 25 pts
Calculated the average of the above.
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Priority issues

(% = The most important
priority issues)

New

Indices

Individual indices

Targets in
three years

Assessment method

Long-term efforts to
earn trust %

Customer (owner)
satisfaction

Degree of satisfaction in resident
questionnaire and owner questionnaire

80% or above

Below 30%: 0 pts, 30%-below 50%: 5 pts, 50%—below 60%: 10 pts,
60%-below 70%: 15 pts, 70%-below 80%: 20 pts, 80% or above: 25 pts

Degree of satisfaction in handover
questionnaire by customer

80% or above

Rate that Very satisfied and Satisfied in the Overall Evaluation in the
handover questionnaire by customer occupy the total

Below 30%: 0 pts, 30%-below 50%: 5 pts, 50%-below 60%: 10 pts,
60%-below 70%: 15 pts, 70%-below 80%: 20 pts, 80% or above: 25 pts

Degree of satisfaction in relationship DM
with existing owners

80% or above

Below 30%: 0 pts, 30%-below 50%: 5 pts, 50%—below 60%: 10 pts,
60%-below 70%: 15 pts, 70%-below 80%: 20 pts, 80% or above: 25 pts

Degree of satisfaction three months before

For the overall evaluation points: With Very Satisfied = 2; Satisfied = 1; Dissatisfied = -1;
and Very Dissatisfied = -2, calculated the average of seven items (Handling from visiting

Long-term
viewpoint
evaluations

i n 1.25 pts the site to concluding agreement, handling residents explanatory meeting, handling
taking residence - - N " N
private viewings, handling after concluding agreement, handling temporary after-care,
handling of three-month inspection, and degree of purchasing satisfaction)
For Very Good, and Good in the total degree of satisfaction of the CS
Degree of satisfaction in ten-year LT 10-year questionnaire: Below 80%: 0 pts, 80%-below 85%: 5 pts,
0

inspection questionnaire

85%-below 90%: 10 pts, 90%-below 95%: 15 pts,
95%-below 100%: 20 pts, 100%: 25 pts

Increase/decrease in re-ordering rate

20% or above

Below 0%: 0 pts, 0%-below 5%: 5 pts, 5%-below 10%: 10 pts,
10%-below 15%: 15 pts, 15%-below 20%: 20 pts, 20% or above: 25 pts

Increase/decrease in re-ordering rate to
total amount of orders

20% or above

Below 0%: 0 pts, 0%-below 5%: 5 pts, 5%-below 10%: 10 pts,
10%-below 15%: 15 pts, 15%-below 20%: 20 pts, 20% or above: 25 pts

Rate of reordering by existing owners

30% or above

Below 25%: 0 pts, 25%-below 26%: 5 pts, 26%—below 27%: 10 pts,
27%-below 28%: 15 pts, 28%-below 29%: 15 pts,
29%-below 30%: 20 pts, 30% or above: 25 pts

Degree of total satisfaction in condominium
association’s board of directors
questionnaire after 10 years

80% or above

Rate of selection of Very Satisfied, or Satisfied in the 7 levels in the total
degree of satisfaction in a questionnaire conducted by Daiwa LifeNext
Co., Ltd., a group management company

Questionnaire
evaluation after
taking residence

Rate of highest evaluation of intention to
introduce in one-month questionnaire

70% or above

Below 20%: 0 pts, 20%-below 40%: 5 pts, 40%-below 50%: 10 pts,
50%-below 60%: 15 pts, 60%-below 70%: 20 pts, 70% or above: 25 pts

Intention to introduce in questionnaire
evaluation after taking residence

65% or above

Below 30%: 0 pts, 30%-below 35%: 5 pts, 35%-below 45%: 10 pts,
45%-below 55%: 15 pts, 55%—below 65%: 20 pts, 65% or above: 25 pts

Rate of orders from introductions by owner
member

5% or above

Below 1%: 0 pts, 1%-below 2%: 5 pts, 2%-below 3%: 10 pts,
3%-below 4%: 15 pts, 4%-below 5%: 20 pts, 5% or above: 25 pts

Degree of recommendations to friends and
acquaintances

95% or above

Average of three times of rate of selecting Will Actively Recommend, or |
Would Recommend, in the Degree of recommendations to friends and
acquaintances, in the questionnaire after taking residence (three months,
one year, and two years)

| Employees

Priority issues

(% = The most important
priority issues)

Indices

Targets in
three years

Assessment method

Provide a safe and
healthy work
environment

Rate of obtainment of paid holidays

70%

Below 30%: 0 pts, 30%-below 40%: 5 pts, 40%-below 50%: 10 pts,
50%-below 60%: 15 pts, 60%-below 70%: 20 pts, 70% or above: 25 pts

Diagnosis (living practices) score in the health analysis score

70 pts

Below 50 pts: 0 pts, 50 pts-below 55 pts: 5 pts, 55 pts-below 60 pts: 10 pts,
60 pts—below 65 pts: 15 pts, 65 pts-below 70 pts: 20 pts, 70 pts or above: 25 pts

Develop human
resources

Degree of satisfaction of employees to overall human resources

training

85%

Measured degree of satisfaction of status of overall human resources
training for all employees

Below 50 pts: 0 pts, 50 pts-59 pts: 5 pts, 60 pts-69 pts: 10 pts,

70 pts-79 pts: 15 pts, 80 pts-89 pts: 20 pts, 90 pts or above: 25 pts

Evaluation of OJT

@ 80%
2 80%

(D Degree of new employee satisfaction of OJT Below 60%: 0 pts,
60%-69%: 5 pts, 70%-79%: 10 pts, 80% or above: 15 pts

(@ Rate of self-assessment of older employees Below 60%: 0 pts,
60%-69%: 4pts, 70%-79%: 8pts, 80% or above: 10 pts
Total of D and @

Rate of acquisition of professional qualifications by young

employees

@ 20%
@ 25%

( Passing rate of registered real-estate brokers Below 10%: 0 pts,
10%-below 15%: 5 pts, 15%-below 20%: 10 pts, 20% or above: 15 pts

(@ Passing rate of the examination for second-class architects Below
15%: 0 pts, 15%—-below 20%: 4 pts, 20%-below 25%: 8 pts, 25% or
above: 10 pts  Total of @ and @

Create a workplace
where a diverse

range of employees
can work flexibly %

Acquisition rate of male absence from work for child-rearing

50%

Below 30%: 0 pts, 30%-below 35%: 5 pts, 35%—below 40%: 10 pts,
40%-below 45%: 15 pts, 45%—below 50%: 20 pts, 50% or above: 25 pts

No. of female managers

160

Below 120: 0 pts, 120 or above: 5 pts, 130 or above: 10 pts,
140 or above: 15 pts, 150 or above: 20 pts, 160 or above: 25 pts

Rate of employees with disabilities

2.30%

Below 2.10%: 0 pts, 2.10%-below 2.15%: 5 pts, 2.15%-below 2.20%:
10 pts, 2.20%-below 2.25%: 15 pts, 2.25%-below 2.30%: 20 pts,
2.30% or above: 25 pts

Provide
employment
opportunities for
exceptional human
resources

Rate of hiring of new graduate females (general employees)

30%

Below 22%: 0 pts, 22%-below 24%: 5 pts, 24%-below 26%: 10 pts,
26%-below 28%: 15 pts, 28%-below 30%: 20 pts, 30% or above: 25 pts

No. of hirings of qualified engineers

150

No. of hirings of First-class Architects, Second-class Architects, First-class Construction
Managing Engineers, First-class Electrical Construction Managing Engineers, First-class Plumbing
Construction Managing Engineers, First-class Civil Construction Managing Engineers, and others
Below 110: 0 pts, 110-below 120: 5 pts, 120-below 130: 10 pts,

130-below 140: 15 pts, 140-below 150: 20 pts, 150 or above: 25 pts
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D) CsR Activities by Stakeholder (KPI)

| Business partners

Priority issues o o Targets in
(% = The most important | New Indices Individual indices 9

Assessment method

priority issues) three years

Rate of conflict resolution within one month from reporting by 100% Rate of conflict resolution within one month from reporting, converted to
business partners with regard to subcontracting law ° ascale of 25

@ Rate of response

Questionnaire survey for business ® 70% @ Percentage of respondents who stated “no problem” with regard to

Fair competition ) ) partners about Daiwa House @ 75% Daiwa House Industry employees
Responsible action Industry employees’ conduct Average of D and @), converted to a scale of 25
toward all business
partners Supervision of purchasing duties handled by the Purchasing Department

Appropriateness of duties

contracted to business partners 80% or above at branch offices across Japan (in-house criteria)

Percentage of branch offices evaluated “Fair” under quantitative

based on in-house criteria evaluation items, converted to a scale of 25
Rate of participation in training by 95% Below 75%: 0 pts, 75%-below 80%: 5 pts, 80%-below 85%: 10 pts,
Education of in-house level of purchasing employees 85%-below 90%: 15 pts, 90%-below 95%: 20 pts, 95% or above: 25 pts
O employees
Rate of participation in training by ® ! - - o
. = - X
construction managers 100% Evaluating point=(participation rate — 86%) X 12/14+13
Enc_ourage 4 Supervision of purchasing duties handled by the Purchasing Department at
h ucs:lggssﬁp a: nis . . . branch offices across Japan (in-house criteria)
o CLOTS O Evaluation of business partners and purchasing work based 4.5 pts or above | For nationwide average points of quantitative evaluation points (question 2)

on in-house criteria Below 2.5 pts: 0 pts, 2.5 pts-below 3 pts: 5 pts, 3 pts-below 3.5 pts: 10 pts,

3.5 pts—below 4 pts: 15 pts, 4 pts-below 4.5: 20 pts, 4.5 pts or above: 25 pts

@) Rate of response of self-checks based on the Business Below 50%: 0 pts, 50%-below 54%: 5 pts, 55%-below 60%: 10 pts,

0,
Partner Code of Conduct 70% 60%—below 65%: 15 pts, 65%-below 70%: 20 pts, 70% or above: 25 pts
(D Housing: Evaluation points for no. of construction shop training
istants = (no. of istants — 400)X12/100+13
. N @ 500 (@ Architecture: Evaluation points for no. of excellent people in
Improve labor O | No. of employees trained on-site @ 330 engineer/technician certification system=
conditions and (no. of certifications — 250) X12/80+13
ST [UTED Average of O and ), converted to a scale of 25
resources for Rate of decrease from the previous FY in the number of labor (on-site)
construction . ® accidents
subcontractors % No. of labor accidents =20% | Bejow 0%: O pts, 0%-below 5%: 5 pts, 5%-below 10%: 10 pts,
10%-below 15%: 15 pts, 15%-below 20%: 20 pts, 20% or above: 25 pts
(O | No. of support company members 4,800 Evaluation points=(no. of members — 4,500) X 12/300+13

| Local residents

Priority issues Targets in Assessment method

(% = The most important Indices
priority issues) three years

. ) Below 30%: 0 pts, 30%-below 35%: 5 pts,
Collaboration with NPOs and NGOs 50% 35%-below 40%: 10 pts, 40%-below 45%: 15 pts,
45%-below 50%: 20 pts, 50% or above: 25 pts

ive il i Below 20%: 0 pts, 20%-below 22%: 5 pts, 22%-below 23%:
Qﬁgfoig&::&i"wi?ﬁ O Participation rate in endless donations 25% 10 pts, 23%-below 24%: 15 pts, 24%-below 25%: 20 pts,
other parties for local 25% or above: 25 pts
community

development %

Below 100 mil. yen: 0 pts, 100 mil. yen-below 150 mil. yen: 5 pts,
150 mil. yen-below 200 mil. yen: 10 pts,

300 million yen | 200 mil. yen-below 250 mil. yen: 15 pts,

250 mil. yen-below 300 mil. yen: 20 pts,

300 mil. yen or above: 25 pts

O Amount conversion of community co-creation activities by
branch offices

(O | No. of classes given by dispatched instructors 20 Below 5: 0 pts, 5-below 10: 10 pts, 10-below 15: 15 pts,
Contribute to the (D’s School: Risk reduction, living environment) 15-below 20: 20 pts, 20 or above: 25 pts
community by sharing
business knowledge
gleaned through
i No. of cases of education support . . . .
experience — —
P O (Other: Career education, member of society instructor, 70 ggl_%v(\)/: 12% gtgtsﬂ; gr 2%65?;’53‘3;50' 10 pts, 50-60: 15 pts,

on-site experience, and others)
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Environment
| Environment

Priority issues

New

Indices

Targets in
three years

Assessment method

Prevention of
global warming

Business activities

Rate of decrease (%) from the
FY 2005 figure in CO2 emissions per
unit of sales

33% reduction

Rate of achievement of each year target converted to a scale of 25

Products and

Contribution to CO2 reduction

services (10,000 t-COz) 3,900,000t |Rate of achievement of each year target converted to a scale of 25
Harmony with the
natural Y O | Procurement Ratio of C-ranked wood 0% Rate of achievement of each year target converted to a scale of 25
environment
Preservation of
i)iodiversity) Egrj\(/jigg? and Surface area of green spaces 910,000 m* | Rate of achievement of each year target converted to a scale of 25
Manufacturing:
Rate of decrease (%) from the FY 2012 | {40, reductio%
figure in the quantity of New construction:
construction-derived waste materials 15% reduction
Business activities - Rate of achievement of each year target converted to a scale of 25
Recycling rate (%)
. [Manufacturing, new construction
Conservation of O e " il " ’ See below*
natural resources f;‘g:)sgﬁ(')"ne]e””g' demolition,
Ratio of houses certified under the
O Long-Life Quality Housing Certification 90%
Products and System .
services Rate of achievement of each year target converted to a scale of 25
@) Adoption rate of pre-engineered 60%
buildings
9
W (CSEED Rate of decrease (%) from the FY 2012
v (O |Business activities | figure in water consumption per unit of |30% reduction | Rate of achievement of each year target converted to a scale of 25
sales
Ereverien cf . o Rate of decrease (%) from the FY 2012
chemical pollution O | Business activities figure in release and transfer of 40% reduction | Rate of achievement of each year target converted to a scale of 25
PRTR-listed hazardous substances
Prevention of sl O |Procurement Serious risks of soil contamination Zero Rate of achievement of each year target converted to a scale of 25

contamination

during land purchases

Governance

* Manufacturing, new construction, civil engineering, demolition: 95% or higher; Renovation: 85% or higher

| Foundation of CSR management

Priority issues

New

Indices

Targets in
three years

Assessment method

Transparency

External assessment of ESG information disclosures

(D Converted 4.0 to to a scale of 25 as a benchmark for
FY 2015 of the FTSE 4Good rating

(@ Converted 80% to to a scale of 25 as a benchmark for 68.4%
in FY 2015 for the status of GRI handling of ESG disclosure
information. Took an average of the evaluation points above,
and used external evaluation

Ethical conduct

In-house CSR awareness survey

80 pts

Below 50 pts: 0 pts, 50 pts—below 70 pts: 10 pts, 70 pts-below
75 pts: 15 pts, 75 pts-below 80 pts: 20 pts, 80 pts or above: 25 pts

Stakeholder
engagement

Attendants’ satisfaction with Stakeholders’ Meeting

100%

@ Percentage of those who found the meeting ambiance
conducive to frank discussions

(@ Percentage of those who found the company’s information
easy to understand

Average of the above two converted to a scale of 25

Creation of a CSR
mindset

No. of branch offices visited for CSR training

83

FY 2016: 0: 0 pts, 1-20: 10 pts, 21-25: 15 pts, 26-29: 20 pts,

30 or above: 25 pts

FY 2017: Below 30: 0 pts, 31-50: 10 pts, 51-55: 15 pts, 56-59: 20 pts,
60 or above: 25 pts

FY 2018: Below 60: 0 pts, 61-80: 10 pts, 81-82: 20 pts, 83: 25 pts

Risk management

Incidence rate of risks specified to be handled with priority

50% reduction

Rate of reduction of generating risks specified to be handled
with priority

Safety

Safe driving management

20% or more
reduction

Rate of reduction of accidents causing injury during work

Below 1%: 0 pts, 1%-below 5%: 5 pts, 5%-below 10%: 10 pts,
10%-below 15%: 15 pts, 15%-below 20%: 20 pts, 20% or
above: 25 pts

Human rights
awareness-raising

Human rights awareness-raising

@ 200%
@ 100%

(@ Rate of participation in human rights awareness training
(Single) (Calculated by dividing the total number of recipients
by the number of people as of March 31, 2016)

@ Rate of human rights awareness training implementation
(Excluding Daiwa House Industry, 31 companies in Group)

Added @ and @ and converted to to a scale of 25

Handle human
rights issues

Response to Corporate Ethics and Human Rights Helpline
users (rate of conflict resolution)

100%

Below 80%: 0 pts, 80%-below 85%: 5 pts, 85%-below 90%:
10 pts, 90%-below 95%: 15 pts, 95%-below 100%: 20 pts,
100%: 25 pts
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-AVUY 2322 t-CO/kl -HARX  2.234 t-CO2/1,000Nm?
(Bl 2.585 t-CO2/kl LPG 2999 t-CO2/t

-AEH 2710 t-COzkl
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-AVUY 346 GJ/Kkl -#HAR 448 GJ/1,000Nm?
(B 37.7 GJ/kl -LPG 50.8 GJ/t

-AEH 39.1 GJ/kl
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Daiwa House Industry Co., Ltd.

For inquiries regarding this Report, Please contact:

Daiwa House Industry Co., Ltd.
CSR Department: Tel: 81-6-6342-1435
Environmental Department: Tel: 81-6-6342-1346

Daiwa House Industry supports “Fun to Share,”
the climate change campaign for building a low-carbon society through
“zero-energy” homes, buildings and communities.

“Endless Heart,” which represents the vision of the Daiwa House Group,
is a registered trademark or trademark of Daiwa House Industry Co., Ltd. in Japan and other countries.

© Copyright 2016 DAIWA HOUSE INDUSTRY CO.,LTD. All rights reserved.

¥ We Build ECO | Forest Cultivation Paper-y
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