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I About This Report

Anritsu marked the 120th anniversary in 2015 since its founding,
and is already moving forward into a new era. Over the 125 years
since the launching of its business, Anritsu’s strengths have made
it possible for the Company to make strong contributions to the
development of the IT field, including in wired and wireless com-
munications devices and related measuring instrument. “Sincerity,
Harmony, and Enthusiasm” and “Original & High Level”
are two philosophies that have become part of Anritsu’s DNA
over the years, and these two ideas form the source of the
Company’s strengths.

This report has been prepared to help our stakeholders better
understand these two strands of DNA as well as their role in
forming our medium- to long-term growth strategy. In line with
this goal, this report presents information on financial factors,
including financial performance and corporate strategy, as well as
non-financial factors, such as information on environmental and
social matters, in an integrated fashion.

We remain committed to managing Anritsu so that our main
business activities will continue to contribute to the creation of a
safe, secure, and prosperous global society.

1. For information on facts and other information that have a
material impact on the Anritsu organization’s capabilities for
creating corporate value in the short, medium, and long terms,
please refer to the Business Review section of this report
(beginning on page 16) or our website: https://www.anritsu.
com/ir.

2. In preparing this report, we have made reference to the Global
Reporting Initiative (GRI) standard and international reporting
frameworks, including those provided by the International
Integrated Reporting Council (IIRC).

Notes regarding use of forecasts and other forward-looking information

The business forecasts mentioned above are based on recent information and reasonable
judgments made with available information. The reader should be aware that these pro-
jections are not promises, and actual results may be materially different from these projec-
tions due to known or unknown risks, changes related to uncertainties, and other factors.

I Supporter of the UN Global Compact

In March 2006, Anritsu declared its support of the 10 principles of the UN
Global Compact (UNGC), which are grouped into four categories: Human
Rights, Labor, Environment, and Anti-Corruption. The Anritsu Group as a
whole promotes these principles alongside its sustainability-related activities.

WE SUPPORT

This is pur Communication on Progress
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i = Umited Natboms Global Compact and

\.! g supporting broader U poals,
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Integrated Report

The Integrated Report issued every year includes top message,
corporate value creation, business review, ESG etc.

Sustainability Report

Environmental, economic, and social efforts included in
the CSR report since 2005 is being incorporated into the
Sustainability Report from 2018.

Securities Report/Quarterly Financial Report

These reports provide information on financial performance for the fiscal
year at Anritsu on a quarterly and annual basis.

Business Report

The Business Report provides a basic summary of business activities, highlights,
and other information for the fiscal year on an interim and full-year basis.

Financial Information

Financial information includes financial results, presentation materials, and
presentation of Q&A summaries.

Information for the General Meeting of Shareholders

This information includes notices of the general meeting of shareholders,
reports of resolutions adopted, and presentation materials for shareholders.

Communication tools are provided on Anritsu’s website
at Home > About Anritsu > Investor Relations >
IR Library.

https://www.anritsu.com/ir
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—— Anritsu Way

The identity that typifies Anritsu Corporation, and which the Company has dedicatedly fostered
since its foundation, is compressed in two phrases in its Corporate Philosophy: “Sincerity, Harmony,
and Enthusiasm” and “Original & High Level.”

Corporate Philosophy

Company Philosophy

Contribute to the development of a safe, secure, and prosper-
ous global society by offering “Original & High Level” products
and services with “Sincerity, Harmony, and Enthusiasm”

Company Vision
Achieve "continuous growth with sustainable superior prof-

its” through innovation, using all knowledge of all parties and
contribute to the sustainability of society

Company Policy

1. Make energetic organization synthesizing the knowledge of
all employees

2. Capture growth drivers through innovation

3. Be a leader in the global market

4. Contribute to the creation of a society that is friendly to
people and the Earth as a good corporate citizen

“Sincerity, Harmony, and Enthusiasm”

can be defined as the management philosophy that shows our
mindset and values, including the attitude, thoughts, and pre-
paredness the Company has in conducting business

Sincerity: Reliability to meet the expectations of customers
and all stakeholders

Harmony: Adaptability to respond promptly to changes in
the business environment and society’s demands
by using all knowledge of all parties from inside
and outside the Company

Enthusiasm: Innovativeness to provide new value by polishing
up cutting-edge technologies such as 5G and loT

“Original & High Level”

exists in the spirit of enterprise that extends from the upstream
to the downstream of Anritsu’s corporate activities

(1) The superior social and customer value provided by our prod-
ucts and services

(2) The corporate culture, management system, and work proce-
dural methods that give rise to those kinds of deliverables

/inritsu

envision:ensure

Brand Statement envision : ensure

To provide a more specific image to the ideas of “Sincerity, Harmony, and Enthusiasm” and “Original & High Level” that are key to what
makes Anritsu unique, we have created the clear, concise, and globally universal phrase “envision: ensure” as our brand statement.

We believe this brand statement effectively encapsulates Anritsu’s message “to share our dream with our customers and create a vision
that, through innovation, leads to tangible results that exceed customer expectations.”

Society is currently confronted with a wide variety of sustainability-related issues, including those related to the development of social
infrastructure, including next-generation information and communications networks, as symbolized by 5G and loT, as well as issues
related to ensuring food safety and security, and realizing greater efficiency in the distribution of food.

Anritsu has contributed to technological innovation and society by providing products that meet the needs of customers, including TV
broadcasting equipment, Japan's first radio broadcast receiver and the world’s first practical wireless telephone. Inheriting this pioneer
spirit, we will continue to contribute to the realization of a safe, secure, and prosperous global society by promoting sustainability man-
agement and contributing to the resolution of social issues, including those outlined in the Sustainable Development Goals (SDGs).

Sustainability Policy

The Anritsu Group believes our business should increase our long-term value through contributions to
the sustainability of global society with “sincerity, harmony, and enthusiasm.”

1. We will contribute to building a safe, secure, and comfortable

society through our business activities, based on our long-term

vision

2. We will maintain harmony with the global socio-economy and

society through ethical company activities

3. We will contribute to the preservation of the global environ-

ment by promoting environmental management for the
coexistence of people and nature

4. We will build strong partnerships by promoting communica-

tion with all stakeholders

Anritsu Integrated Report 2020



—— Group CEO Message

We Contribute to a Safe and Secure
Society through Measurement

Anritsu was founded in 1895, the year of the world’s
first successful wireless communication experiment,
and 2020 is the 125th year since its original foundation.
Our long history has been continuous challenges as a
pioneer in the field of information and communications
technology. Various innovations in telecommunications
infrastructure have dramatically revolutionized society
and enriched our lives by “connecting” people moving
the global society forward.

Under the company philosophy of “Sincerity, Harmo-
ny, and Enthusiasm” and “Original & High Level,” Anrit-
su is leveraging its measurement technologies, honed
to create visibility of products related to the informa-
tion and communications field, into the fields of food
and pharmaceuticals to contribute to a safe and secure
society. We will continue to share the dreams with our
customers, driving innovation to give the dreams tangi-
ble form that exceeds expectations.

“envision : ensure” Please look to Anritsu in the future.

Hirokazu Hamada

Representative Director, President of Anritsu
Group CEO

Regarding the Impact of the COVID-19
Pandemic

All of us in the Anritsu Group extend our deepest condo-
lences and sympathies for the many lives that have been
lost and the many people who have been affected by the
COVID-19 pandemic.

Our Group established the COVID-19 response headquar-
ters and responded to the WHO declaration of Public Health
Emergency of International Concern in January 2020. We
were quick to institute staggered working hours, working
remotely, incentives for commuting by automobile, and other
efforts to contain the spread of infection. We will continue
to work from home, maintain social distancing in locations
such as meeting rooms, elevators, and cafeterias, enforce
disinfection in workplaces, instill non-contact ways of work-
ing, and enact other initiatives aimed at the new normal.
While an uncertain outlook remains before us, we will con-
tinue striving to ensure the health of our employees and
their families while minimizing the impact on our business.

2 ANRITSU CORPORATION

Progress on GLP2020 as We Head into Its
Final Year

Il Progress on GLP2020

Test and Measurement Business: 5G services have been
launched in the U.S., South Korea, Europe, and subse-
quently in China as telecommunications carriers in several
countries steadily progressed their commercialization
schedules. In Japan, too, 5G services were partially
launched in March 2020 primarily in large urban areas.

In such backdrop, our business continued to benefit from
robust demand for development of 5G chipsets and mobile
devices. In Japan and other Asian regions in particular,
demand for development aimed at 5G commercialization
grew, driving our 5G business. In addition, in the second
half of FY2019 we began providing 5G conformance test
systems for test laboratories and telecommunications carri-
ers around the world.

The impact of the COVID-19 pandemic on our financial
results was negligible.
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GLP2020: Planned sales and operating profit
Outlook of FY2020
Revenue Operating profit
(billions of yen) Plannedin  (billions of yen)
120 « :.1.1. sene April2018 24
107.0 ;""" 1105.0
1019 ggg 99.7 ‘N :
100 »
Revenue
Revenue 80. 779 (PQA)

Other

PQA

Trends in
operating
profit

Test and
Measurement

0
(FY) 2010

2011 2012 2013 2014 2015 2016 2017 2018 2019 : : 2020
Retuan| [RCtiaT] PAGIEATY PACIERY DASTS DAGZ) MAcar DActar Dacll Denal: .",}}2;?," Target
Consolidated 9% 15% 17% 14% 11% --- 14% 18%
Sl B [ o

*GLP20XX: The names of our Mid-term Business Plans

As a result, the business achieved revenue of ¥75.2 bil-
lion, operating profit of ¥15.1 billion, and an operating
profit margin of 20%, exceeding GLP2020 second-year,
FY2019 targets of ¥69.0 billion, ¥8.0 billion, and 12%,
respectively.

PQA Business: Demand remained strong for capital invest-
ment in strengthening improvement of quality assurance
processes, automation, labor-saving and workstyle reforms
in the food market, and investment in X-ray-based contam-
inant detection and quality assurance for packaging was
robust.

In line with this, the PQA Business Group strengthened
the competitiveness of its X-ray-based solutions and
enhanced and expanded its overseas sales structure.
However, it failed to achieve its planned targets due to fac-
tors including the aforementioned prolongation of custom-
ers’ product inspection periods.

As a result, the business achieved revenue of ¥22.6 bil-
lion, operating profit of ¥1.3 billion, and operating profit
margin of 6%, against GLP2020 second-year targets of

Trends in
operating
profit

Revenue
(Testand

Measurement)

¥24.5 billion, ¥2.0 billion, and 8%, respectively.

l Toward the Final Year of GLP2020

Test and Measurement Business: We forecast three
major changes in the status of the Test and Measurement
Business due to COVID-19. The first change is in the 5G
market, which has expanded steadily until now, while we
now forecast stagnation through the first half of FY2020.
While it is difficult to predict the end of the pandemic, we
expect economic activity to regain a degree of normalcy
from the second half of the fiscal year. The second change
is a pandemic-related delay in research and development
investment for 3GPP Release 16. With Release 16, use
cases which employ full-fledged 5G multiple simultaneous
connections and ultra-low latency are possible. Due to
COVID-19, the standardization originally planned for the
end of March was delayed and commenced in early July.
Due to the delay we expect the development demand for
Release 16 commence after our fiscal year 2021. The third
change is the increase in high-speed compatible network

Anritsu Integrated Report 2020
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Group CEO Message

Set out for Beyond 2020

= Sustainable growth in 2020 and beyond

= Become a highly profitable company.
Operating profit margin of 18%

= Creation of new business to support
business stability

2019

supporting the safety and security of society.

Pharmaceutical

/' 5G applications,
automotive

2020
* Advanced Technology Research Center

Grow sustainably beyond 2020 while

Environmental
test and
measurement

Resolve social issues by realizing Beyond 2020

demand due to work from home. There is an increase in
measurement demand related to servers, routers, and
other equipment used in data centers and networks, and
for optical devices used with them. Given these move-
ments in the communications test and measurement mar-
ket, we intend to place 5G at the center of our business,
and additionally, capture increasing demand in higher-
speed networks and in fields of 5G applications, to meet
the final-year targets of GLP2020.

PQA Business: Taking the expansion of quality assurance
needs for the food and pharmaceuticals markets as its
growth driver, the PQA Business aims to focus on related
markets to expand its business by growing its overseas
sales ratio to 50% in the long term.

However, the impact of COVID-19 has prevented initia-
tives in overseas markets from progressing as expected.
Going forward, along with an expected resumption in eco-
nomic activity, the PQA Business will accelerate its overseas
business expansion particularly in Asia and North America,
and will work to draw closer to the final-year targets of
GLP2020.

4 ANRITSU CORPORATION

For Beyond 2020, and Next 10-Year Vision

I Initiatives for Beyond 2020

Anritsu has launched Beyond 2020 with the aim of achiev-
ing sustainable growth from 2020 onward. At present, the
cornerstones of our business are 5G communications in the
Test and Measurement Business and food safety in the PQA
Business. To further expand and stabilize our business, we
are tackling 5G applications and the automobile sector in
the Test and Measurement Business, pharmaceutical safety
in the PQA Business, and the environmental test and mea-
surement business as new sectors to develop. We also
established the Advanced Technology Research Center, a
new basic technology laboratory that draws on the power
of test and measurement to resolve the societal issues of a
decade in the future. While conducting research into 6G
and next-generation NEMS technology, the Center will
actively accept researchers from outside to create a source
of technological capability for Anritsu and to strengthen
our philosophy of “Original & High Level.”

 Toward Our Next 10-Year Vision

FY2020 is the last year of 2020VISION. Under 2020VISION,
we have been working to strengthen our management
structure and end the year with a capital adequacy ratio of



Anritsu Way H Top Messagae

H Corporate Value Creation H

Business Review H ESG H Fact Sheet

Beyond 2020 and onward to VISION2030

' ‘Beyond.

S,
5.8

Y

P

RS

Envisioning the next
10 years of Anritsu

10 years of executing
our growth strategy

10 years of improving business
management quality hence

¢ Sustainable growth in 2020 and beyond

e Become a highly profitable company. Operating
profit margin of 18%

e Creation of new business to support business stability

established strong financial structure

Shifting business structure from defensive to offensive

68% and interest-bearing debt of ¥14.6 billion. Our nega-
tive net debt is ¥34.7 billion, and we maintain effectively
zero interest-bearing debt. We will leverage this manage-
ment foundation in executing our growth strategies for the
next 10 years, as we shift our internal structure from
defensive one to offensive one and incorporate an aggres-
sive stance into VISION2030.

About Sustainability Management

B About Our Initiatives Toward the SDGs

In April 2018, our Group established a Sustainability Policy
that aims to improve our corporate value through contribu-
tions to the sustainability of global society, in the spirit of
“Sincerity, Harmony, and Enthusiasm.”

Under this policy, we set targets related to the SDGs,
with the entire Group working to provide technologies,
products, and solutions that support the development of
safe and secure infrastructure as a foundation for industrial
and technological innovation, and that promote innovation
and the creation of industries related to the construction of
a sustainable society. With respect to ESG, we have uphold-
ed key issues to address on themes such as “promotion of

nou

the global environment protection”, “harmony with the

global economic society”, and “strengthening governance”.

Appropriately disclosing these activities, and connecting
the understanding and expectations of stakeholders to the
improvement of corporate value, are the key issues for our
management.

As a unique initiative aimed at the reduction of green-
house gases, a key issue among the SDGs, we formulated
"Anritsu Climate Change Action PGRE 30*". Under this ini-
tiative, we aim to boost our ratio of in-house generated
renewable energy from 0.8% of internal electrical con-
sumption in FY2018 to about 30% by around 2030.

Our company engages in activities that promote recogni-
tion of the SDGs as issues of our own. PGRE 30 is one such
initiative that will contribute to achieving the targets of the
SDGs. The Anritsu Group will improve its corporate value
through contribution to the SDGs and to the sustainability
of global society, in a spirit of “Sincerity, Harmony, and
Enthusiasm.”

* PGRE 30: “PGRE" refers to Private Generation of Renewable Energy and “30" refers
to the target of 30% Private Generation of Renewable Energy by around 2030.

Anritsu Integrated Report 2020 5



—— CFO Message

Build a Robust Financial Structur
Focusing on Cash Flow and Aimi

Maximize Corporate Value

The biggest issues addressed in GLP 2020 are restoring gr:
our core business, raising ROE by markedly improving operatin
profit margin, and actively making growth investments to build
business portfolio that is not affected by mobile technology ev
lutionary cycles. To that end, in our management we have inc
porated a high-level of importance on capital cost, maximiz
cash generation capabilities, and enhanced corporate val

Akifumi K

Director

Executive Vice

CFO

Improving Corporate Value

We have established two KPIs as indices of corporate value
improvement, and are managing these targets. As a
numerical target, we use ROE, due to its ease of compara-
bility with other companies, while as a quantitative target,
we use Anritsu Capital-cost Evaluation (ACE*") an original
index that measures economic added-value. ACE is defined
as “after-tax operating profit minus the cost of capital.” If
after-tax operating profit does not exceed the cost of capi-
tal, we do not regard it as having positive economic add-
ed-value. In other words, we can assume that no corporate
value has been created in such case.

*1 ACE (Anritsu Capital-cost Evaluation): Net operating profit after tax — Cost of capi-
tal (5%). The Company'’s cost of capital was calculated as 7% for shareholder equity
cost, and 5% for the weighted average cost of capital (WACC) used in our ACE index.

ACE and ROE Trends

(Billions of yen) Goal:ROE=15% (%)

(FY) 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

[ ACE (Left axis) =®= ROE (Right axis)
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Aiming for 15% ROE

Anritsu considers achieving 15% ROE to be a priority man-
agement issue. To realize medium- to long-term growth in
the global market, it is essential that we create adequate
profits as a source of funds for investment. An ROE of 15%
is the global standard and is considered to be an engine for
profitable growth.

ROE is analyzed using three factors: “profitability,” “effi-
ciency,” and “leverage.”

ROE Target: Factor Breakdown

Profitability Efficiency

Net income Net income Total assets
ROE = =

Equity Revenue

Revenue

X -
Total assets Equity

[Model case] 15% ROE (Beyond 2020 Target)

e

Profitability
R/S:
13%

I Leverage

AJE:
15

Trends of ROE Factors

Profitability Efficiency Leverage “
FY2017 3.4% 0,70 1.59 3.7%
FY2018 9.0% 0.79 1.53 10.9%
FY2019 12.5% 0.79 1.50 14.9%
Beyond 2020 13.0% 0.80 1.50 15.0%
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Differential Analysis of ROE (Difference between FY 2017 and FY2019)

(%)
16

12

. I

FY2017  Profitability Efficiency  Leverage  FY2019

Our initiatives targeting each of the three factors of profit-
ability, efficiency, and leverage are as follows.

Profitability

I Investment to Realize Growth

For the Test and Measurement Business, which is our main
strength, we will focus on strengthening our competitive-
ness in 5G, while for the PQA Business, we will focus on
investment aimed at global business development.

We have adopted development ROI (gross profit/devel-
opment investment) as the standard for investment levels
and are working to improve investment efficiency with the
goal of realizing development ROl of 4.0 or higher.

I Improving Cost Structure
We are also actively working to strengthen our cost struc-
ture to enhance profitability. For example, we are aggres-
sively taking steps to achieve higher efficiency in our sales
activities and improve business processes in our corporate
department by appropriately managing and pursuing
improvements in cost per order (CPO) in each sales region,
in order to make the cost structure in each business seg-
ment adequate.

GLP 2020 measures aimed at improving profitability in
each business are as follows.
Test and Measurement Business : Firmly capture the ini-

tial launch of 5G business, recover high-growth rates in the

mobile T&M business, which is one of Anritsu’s strengths,
and recover the cost of investments in 5G development
with high returns.

PQA Business : Improving price competitiveness or, in
other words, improving gross profit margin is the key issue.
The specific measures we will take are (1) differentiate our
X-ray inspection system business, (2) provide new solutions
through analysis of quality data, (3) expand our business in
the European market, (4) fully enter the pharmaceuticals
market, and (5) add value to operations across the entire
value chain.

Corporate Value Creation

Business Review H ESG Fact Sheet

Efficiency

l Thorough Cash Flow Management
To realize sustainable investment for growth, it is essential
to strengthen our ability to generate cash flow. Our con-
stant goal is to maintain our operating cash flow margin
above 13% (achievable by realizing an operating profit
margin of 18% and avoiding increases in working capital),
and to raise our CCC*?, which is a cash flow improvement
index, to 120 days (the best result over the last 10 years) in
the fiscal year ending March 31, 2021. These targets will be
realized by improving profitability through cost reductions
and more efficient spending, as well as improving asset
efficiency through measures such as reducing inventory
and promoting the collection of accounts receivable.
Moreover, as part of our capital cost-conscious manage-
ment approach, we are also focusing on cash flow man-
agement in each division. As specific measures, we create a
balance sheet for each division, and are working on man-
agement accounting practices, such as visualizing changes
in cash and working capital. These measures are aimed at
improving capital efficiency management in each division.

*2 CCC: Cash Conversion Cycle

Trends in Cash Flow

(Billions of yen)
20

(Fy) 2012 2013 2014 2015 2016 2017 2018 2019

Operating cash flow [ Investment cash flow
-®- Free cash flow

Trends in CCC
(Billions of yen) (days)

o—°

o——o
o—o— 43141141 145 e

0 e 3 134 137125
121

40 < g g6 o[ gal - B8 --100
o e B L

3083 '——89"'.)." Ogu O = il - § 75
° O ./67 7 73 4 67 =

2060160 60 - - Y

10 O) ° ° O 1 le O 0O 25

(FY) 2011 2012 2013 2014 2015 2016 2017 2018 2019

Inventory Trade receivables Accounts payable

-e- CCC

-@=- QOperating receivables turnover (average at the beginning and end of period)
-®- |nventory turnover (average at the beginning and end of period)

-®- Operating payables turnover (average at the beginning and end of period)
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CFO Message

Leverage

I Building a Robust Financial Structure

Our basic policy for building a robust financial structure is
to maintain a capital adequacy ratio = 60% and a
debt-to-equity ratio (D/E)** < 30%. In a rapidly changing
market, having a strong financial base that supports medi-
um- to long-term growth is extremely important. Anritsu’s
robust financial base has been evaluated, and our ratings
by Rating and Investment Information, Inc. (R&I) as of
March 31, 2020, was “a-1" for short-term, and “A-" for
long-term.

Capital Adequacy Ratio/Debt-to-Equity Ratio

100 =g gy 2b2b 3
B0+ N
67 65.6 67 8
o cg; 589 620 608 611 64.6 Co——9
60 - N o— —e— O ——0— . -
402 42!
@7 N
40 @ 3 5577759
— 5 21_0——0—_ 21 19 ¢

20\..\. rrrrrrrrrr

0
(FY) 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
-e- Capital adequacy ratio =®=D/E ratio

*3 Debt-to-equity ratio (D/E): Interest-bearing debt/Equity attributable to owners of
the parent company

Harnessing the Corporate Value
Improvement Cycle

Improving profitability and efficiency, and maximizing the
capability to generate cash flow are fundamental for
improving corporate value. By aggressively investing strate-
gically in new product development and M&A, we will
work to strengthen the competitiveness of our solutions
and improve our business foundation to achieve high
returns. In addition, by enhancing shareholder returns and
building a robust financial position, we will be able to har-
ness the corporate value improvement cycle.

Corporate Value

Improvement Cycle @ Development ROI
Equity ratlo’
D/E
K ROE
-
I Shareholder Returns

Our basic policy for the ways of distributing profits to share-

Improved
corporate
value

Total return ratlo
Dividend ratio

holders is to pay dividends with a consolidated payout ratio

8  ANRITSU CORPORATION

of 30% or higher, primarily by raising the dividend on equity
(DOE) in response to an increase in consolidated net income.
We also flexibly implement other measures regarding share-
holder return that take the total return ratio into account.

The total shareholder return (TSR) results over the past
10 years are as follows.

We will continue to implement growth strategies and
sound finance and capital policies that will enable us to
realize a TSR that exceeds capital cost (7%).

Past year Past 3 years | Past5 years | Past 10 years
TSR (annual basis) -0.6% 35.1% 20.3% 19.8%

TOPIX total return index -9.5% -0.1% 0.4% 6.0%

Total Shareholder Return (over past 10 years)

(%)
B0 -+

600 -

400 -

200 -

0

(FY) 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
— Anritsu = TOPIX

Furthermore, we plan to use surpluses to satisfy the
demand for funding for strategic investment including
strengthening our competitiveness in the 5G market,
expanding business into industrial fields that employ
Internet of Things (loT), developing business in the cloud
service and other markets, and acquiring next-generation
technologies such as 6G. Through this active investment in
medium- to long-term growth, we aim to meet the expec-
tations of our shareholders and further improve our corpo-
rate value.

TOPICS
FY2019 Initiatives and Results

In our main business, the Test and Measurement Business,
we achieved an operating profit margin of 20%. This was
mainly due to firmly capturing the rapidly growing demand
for 5G development in Japan and Asia. As a result, the
operating profit margin for the Anritsu group was 16.3%
and ROE was 14.9%. Following this profit growth, we raised
the total annual dividend from the ¥22 per share initially
planned to ¥31 per share. Also, in recognition of our im-
proved profitability and robust financial structure, in May
2020, R&I changed the rating outlook of our “A-" long-term
rating from “Stable” to “Positive.”
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——— Business Summary

Test and Measurement Business

Evolution and Development of Network Society “. "

* Mobile market: 5G and LTE

o Network infrastructure market
: Wired and wireless network

e Electronics market
: Electronic components,
wireless equipment

Food Safety and Security *

e X-ray inspection systems
* Metal detectors
* Checkweighers

PQA Business Other Businesses

* IP network equipment
 Optical devices

Il Revenue Breakdown by Business

Test and Measurement Business 70%

Network infrastructure 25%

FY2019 consolidated revenue: ¥107.0 billion

PQA Business
21%

Electronics 19%

| M Test and Measurement Business: Revenue Breakdown by Region

Asia and others

44%

PQA: Products Quality Assurance

EMEA: Europe, Middle East, Africa

Revenue Breakdown by Region (Consolidated)‘

‘ Main Customers

EMEA
10%

Americas ——

19%

Japan

¥1 07-0 billion 34%

(FY2019)

Asia and others

37%

Test and Measurement Business

Mobile Market

e Smartphone/tablet device manufacturers
e EMS (electronics manufacturing services)
e Chipset manufacturers

e Telecommunications carriers

e Manufacturers of automobiles and vehicle-related equipment

Network Infrastructure Market

e Telecommunications carriers

e Communication-related construction companies
e Communication equipment manufacturers

o |T service providers

Electronics Market

e Electronic device/component manufacturers

e Communication equipment manufacturers

e Smartphone/tablet device manufacturers

e Electronic equipment manufacturers

e Automobile and vehicle-related equipment manufacturers

PQA Business

Quality Assurance of Food and Pharmaceuticals

¢ Food manufacturers (agricultural products, meat, processed food)

© Pharmaceutical/cosmetics manufacturers (tablets, capsules, liquids, and patches)

Other Businesses

Data Communication Business (IP network equipment)

e National and local governments
e Financial institutions
¢ \/ideo distribution companies

Device Business (Optical devices)
e Electric equipment manufacturers
e Communication equipment manufacturers

Anritsu Integrated Report 2020
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—— Anritsu Value History

For 125 years, Anritsu has continuously led genera- (Billions of yen)

tional changes with “Sincerity, Harmony, and 150 m- 1985
Enthusiasm,” while providing society with new ~-apan revenue Plaza Accord
values created under our philosophy “Original & W =Overseas revenue NTT Privatization
High Level.” The advanced technologies accumulated Changed

over our long history are the source of the Group’s Company Name to
corporate value. Also, in addition to our in-house Anritsu Corporation
development efforts, we are proud of the expertises 100 |

1981

and responsivenesses to TCP/IP Standardized

the market needs honed
through collaborations
with customers, supply
chain and business partners
that have resulted in earn-
ing deep level of trusts.
Here, we present a history
of the value created by
Anritsu.

1973
Qil Crisis

50 ]

Optical Anritsu

* Opening of Atsugi business office
(current headquarters)

(FY) 1895 1957 1960 1965 1970 1975 1980 1985
Bl Dawning of a New Era Period of Wired/Wireless Period of Resurgence Under Business Expansion Brought
> % 1895-1930 Integration Revived Anritsu Electric Co., Ltd. | about by Diversification
£'a — - _
9= ° Lead the dawning of a new era for 1931-1949 1950-1962 1963-1974
2% Japanese infprmation and e Anritsu Electric Co., Ltd. founded by o Restarted under second company * Promoted business diversification
‘;: communications technology merger of Kyoritsu Electric (Sekisan- system on the basis of the Enterprise through a system comprising six
ﬁ =N« Mired in management crisis due to sha) and Annaka Electric Co., Ltd. Reconstruction and Reorganization business divisions
22 economic downturn in aftermath of the | e From outbreak of the Second Sino- Law o Supported development of
Jeicl|  GreatKanto Eart_hquak'ef the Great Japanese War to the war era o Supported expansion and upgrading of communications infrastructure that
o g Depression, and intensified (armaments boom) communication infrastructure for underpins Japan’s high growth
- " p ‘
;f SompERion * Began corporate reconstruction by Japan'’s reconstruction o Started payphone export business
5= switching to civilian demand as war  Construction of Tokyo headquarters
0= ended office
=

Made world's first wireless
telephone practical (TYK
radio-telephone)

Development of measuring
instrument for digital
transmissions

Development and
manufacture of Japan's first
television transmitter

0|
ﬁ Became a pioneer in wired

communications in Japan Development of magnetic recorder (AC bias
(manufacture of payphones) system)

Mass production of
payphones

_ Development of

checkweigher as
forerunner of Products
Quality Assurance (PQA)
* Business

History of Challenges to
Achieving “Original & High Level”

Development of microwave
line measuring instrument
as forerunner of T&M
Business

1895
Guglielmo Marconi successfully demonstrated the world's first wireless telegraph

_ su

1895

ioar ; »-| Kyoritsu Electric Co., Ltd. established -
fsili'gsjrr;;ha founded (by Keizaburo (merger of Sekisan-sha with Abe +
Electric Co., Ltd.) 1931 1985
@ Anritsu Electric Co., Ltd. »| Changed Company name to Anritsu
established Corporation

1900

Annaka Electric Co., Ltd. established
(by Tsunejiro Annaka)

Foundation and M&A

10 ANRITSU CORPORATION



Anritsu Way H

Top Messagae

H Corporate Value Creation H

Business Review H

ESG H Fact Sheet ‘

¥1 59.1 billion

1991
Heisei Era Depression

v

‘Beyond.

T&M Business: ¥100.0 billion
PQA Business: ¥30.0 billion

1995

Mobile & Internet Anritsu

1990 1995

An Era of Optical Anritsu
1975-1989

o Established business foundation in
United States with mass deliveries of
microwave line measuring instrument
to AT&T

o Expanded domestic and overseas
optical measurement business by
increased investment in optical
communications networks

o Expanded T& M market due to opening
up of communications market
following NTT's privatization

o Expanded overseas payphone business

The First Year of the Internet

2001
Bursting of IT Bubble

2008

The Global Financial Crisis

FY2020 Plan

¥110.0 bitiion

Operating Profit Margin (%) '

(%)

2000 2005

Building Foundations as a
Multinational Company

1990-2000

© 100th anniversary of foundation: 21st
Century Company Vision “To become a
global company with global
technologies for global customers”

o Integrated and expanded overseas
development, manufacturing, and
sales bases following acquisition of
Wiltron Company

© Business selection and concentration:
withdrawal from and transfer of
non-core businesses

2010

2015

5G/loT Anritsu

2020

21st Century: Path to Becoming a Global Brand

2001-

e Recorded all-time high profit and significant slump into the red due to North

American IT bubble

e Management structure reforms (headquarters functions centralized at Atsugi)
e Growth toward becoming a global leading company in mobile T& M Business

field

e Entered operations support systems (0SS) market following acquisition of Net

Test

e Gained advanced fading simulator technology through the acquisition of

Azimuth Systems, Inc.

Development of measuring
instrument for optical fiber
communications (optical
time domain reflectometer
[OTDR], world's first optical
pulse tester)

Card-type payphone

Development of SONET/SDH/
PDH/ATM analyzer for

ek q
high-speed, large-capacity

L L) optical digital

communications market

Development and external
sales of excitation light
sources (optical devices) for
optical amplifiers

Production of series
of measuring
instrument for digital
mobile wireless radio

Development of ultra-high
speed semiconductor device
(monolithic microwave
integrated circuit (MMIC))

Development of world’s
first W-CDMA (3G) to LTE
conformance test system

Development of the world's first
5G chipset terminal verification
tester that complies with 3GPP
standards

Industry's first acquisition of GCF
certification for 5G protocol
conformance tests and RF
conformance tests

1990

Acquired Wiltron Company
(California, USA)

o Integrated overseas sales,
development, and manufacturing
bases

Established a robust foundation for global business expansion

2005

Acquired NetTest
(Denmark)

o Acquired service

assurance business

o Strengthened microwave and millimeter-wave band product mix

e Acquired a line of hand-held products
e Expanded customer base

o Achieved total-solution product suite,
including network quality assurance

2016

Acquired Azimuth
Systems, Inc.
(Massachusetts,

e Acquired fading technology indispensable
for 5G

e Gained the ability to provide key solutions,
such as over-the-air (OTA) testing

Anritsu Integrated Report 2020 11



——— Anritsu’s Value Creation Model

The sources of Anritsu’s corporate value are its tangible and intangible capitals, which are also the basis of
those capitals to conduct its corporate activities that contribute to resolve social issues.

T&M Business

Drive social innovation through
advancing 5G/loT

Realize smooth communication
through progress in mobile
broadband services

Create a safe, secure, and
comfortable global society
through realizing a global,
powerful network infrastructure

J

Expectation of Anritsu
(Society’s Requests)

PQA Business \

Realizing quality assurance that
responds to the need for safety
and security in food product
materials and pharmaceuticals

Reduce the impact on the
bio-habitat through proper use of
food resources

Y,
T )

Contribute to the creation of a low-carbon
society through developing and expanding
the usage of products that reflect proper
concem for the natural environment

Offer a working environment
where individuals can sense
firsthand that their work is
worthwhile and educational

Conducting open and transparent

business activities in good faithJ

Contribute, as corporate citizens, to the
realization of a sustainable society

12 ANRITSU CORPORATION

Intellectual Capital
120 Years of Knowledge Accumulation, Ability to Innovate

o Accumulating of wireless and wireline
communications technology

o Network quality assurance technology

¢ Development and manufacturing of ultra-high
speed optical devices

¢ Weighing and contaminant detection technology

© R&D investment: Development ROI 4.0 or higher

Human Capital

Global Organization and Human Resources

e Organization that learns and increases its power

® Resources on the leading edge of advanced technology

e Resources and systems for interfacing closely
with customers

* Number of employees (consolidated): 3,881
(1,609 overseas)

Social and Relationship Capita

Partnerships with Leading Companies

e Strong relationship with customers
e Lists of global supply chain partners and
customers

Financial Capital

Financial Stability in Preparation for Changes in
Market Situation

e Management that is conscious of the capital
cost

e Ability to generate strong cash flows

e Fund-raising capabilities based on strong credit
rating

o Free cash flow: ¥11.63 billion
(FY2018: first year of GLP2020)

Manufactured Capite

"Original & High Level” Production Processes

e Global supply chain management (SCM)

e Global development systems

e Global network of manufacturing bases

e Facilities and SCM based on business continuity
plans (BCPs)

® SCM bases: 13 (7 overseas)

Natural Capital

Environmental Management that Extends along
Entire Value Chain

e Thoroughgoing environmental management
systems

e Development process for products that show
proper concern for the environment

o Wastewater treatment systems

e Chemical substance management systems

k(mm 8 data)

~

e Private power generation ratio: approx. 0.8%/

T&M Business

Becoming a Leading Company in Society
in 5G/loT

Mobile market
e Development of 5G/loT systems
e Manufacturing of mobile devices

Network infrastructure market

e Structuring communications
networks

e Developing high-speed, high-
volume data centers

Electronics market
e Development and manufacturing of
electronic devices

e Structuring of public wireless netww

Business Activities

Capable of Becoming a World-Class
Quality Assurance Solutions Partner

Food products and pharmaceutical

markets

e Development of food processing
and manufacturing systems

e Development of systems for sorting
food materials (weight and
detection of contaminants)

e Development of pharmaceutical
production

T&M Business

Measurement Solutions

Smart Devices
=
E

Implementation of
high-speed, high-
low-latency trans

PN

\_ _J
o

Promotion of Global Environment
Protection

Harmony with Global Economy
and Society

Strengthening and Enhancing

(N

PQA Business

Solutions for Assuring
Food Products and
Pharmaceuticals

inspection

@orate Governance )

e Raise the ratio of
o Reduction in CO2 emis
o Developing and manu
o Supply chain manage

o Respect for human
© Human resource de
o Occupational health
© Supply chain manage

o Corporate governance

o Instilling compliance
® Promoting risk man

Engagement N\

Creation of shared value through

romotion of communication
P J

7

Promoting communica

\
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Anritsu’s characteristics “Reliability, Adaptability, and Innovativeness.” Anritsu makes the maximum use of

-

that Support 5G/loT Networks and Drive Social Innovation

Mobile Fixed Line
Networks Networks Cloud
g =7 ')
PN VN

Implementation of
100G/400G
networks

Implementation of
high-speed, high-quality
data centers

volume,
mission

.

Quality of

i4 Measuring/
Filling

Packing/
Wrapping

Contaminant \z
inspection

Packaging
inspection

~

:

renewable energy produced in-house

sions volume (energy consumption volume) and water usage volume
facturing high-quality and environmentally friendly products
ment that lowers environmental burden

rights and diversity

velopment

and safety

ment that gives due regard to human rights

awareness
agement

_/

Engagement

tion and the provision of information to our stakeholders

N\

J

.

Intellectual Capital

e Participation in and contribution to
technology standards bodies inside
and outside Japan: 11 organizations

Human Capital

e Ratio of female executive officers: 8.7%
e Ratio of non-Japanese executive
officers: 4.3%
e Ratio of females promoted to
management positions:
Japan 1.8%
Worldwide 10.4%

Social and Relationship Capital

e Meetings with institutional investors
and analysts
With domestic investors: 249
With overseas investors: 244

Financial Capital

o Free cash flow: ¥11.035 billion

Manufactured Capita

e Production track record
T&M: ¥78.17 billion
(112.2% YoY)
PQA: ¥22.95 billion
(101.5% YoY)
Others: ¥9.2 billion
(106.8% YoY)

Natural Capital

e Formulated “Anritsu Climate Change
Action PGRE 30"
Raise ratio of renewable energy
produced in-house to approx. 30% by

2030

g

~

T&M Business

P29

Put into place a safe and
secure infrastructure
which leads to the
building of a sustainable
society and encourages
innovation

Put in place a robust
network infrastructure
that will provide safety
and security in all areas
and lead to building a
sustainable society

................................. -

alue Provided to Societ

.
.

(Contributing to the development of a safe,
secure, and comfortable society)

Put into place a safe and
secure infrastructure
which leads to the
building of a sustainable
society and encourages
innovation

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

Realize a society where
everyone can live in safety
and security by enhancing
quality assurance for food
and pharmaceutical products.
Implement a sustainable
society where food loss is
kept to a minimum.

Contributing to the creation of a sustainable
society with sustainable consumption and
corporate production practices

Together with diverse human resources, we seek

to contribute to the creation of workplaces where
each individual can achieve personal growth and
experience job satisfaction

Ensuring ethical corporate activities through
risk management and fair, quick, and
effective decision making

Contributing to the creation of shared value
with collaboration among all stakeholders

)

J

Anritsu Integrated Report 2020
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——— Sustainability Management

Anritsu has aggressively pursued sustainability activities
based on its Company Philosophy, Company Vision,
Company Policies and also the Sustainability Policy that was
created in April 2018.

The Company at the same time has established the
Sustainability Promotion Center, that works closely with the
Sustainability Promotion Committee comprised of repre-
sentative members from business divisions, subsidiaries,
and ESG relevant departments to promote sustainability-re-
lated activities of Anritsu Group.

System for Promoting Sustainability

Sustainability-related activities are promoted as PDCA
activities to the target defined in the GLP2020 Mid-Term
Business Plan based on corporate value improvement policies
approved by the Board of Directors meeting and the
Management Strategy Conference. In respect to key ESG
issues that we have selected along with those social issues
that we aim to resolve through our business activities, we
sorted them based on social requirements by each stake-
holders in order to ensure objectivity and coverage so that
we could identify and prioritize key issues for actions after
consulting and cooperating with relavant departments.

/

Shareholders

and Customers

Investors

Employees

Stakeholders

National and
Local Govern-
ments

NGOs and
NPOs

Global
Environments

Regional

Societies

) H
/
- -
/INMIESU Anritsu Group
Board of Directors
Management Strategy Conference
Sustainability Promotion .
y Management Operations
Center
Action Members
M Representatives of business divisions and operating companies
: - M Representatives of areas that advance issues in response to social demands
KPI (sustainability) Goal _ _
Management * Quality and product safety o Supply chain management
® Environment o Compliance
¢ Corporate governance ¢ Internal control systems
o Respect for human rights and e Risk management
diversity ¢ Information security
* Human resource development ¢ Information disclosure, IR, SR
Sustainability Promotion e Occupational health and safety o Skl i hifen aciis
Committee
-
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Anritsu Way H Top Messagae H Corporate Value Creation H Business Review H ESG H Fact Sheet

Automobiles Healthcare Construction Agriculture Entertainment
- e I - - i o

A safe,
secure,

and
comfortable
society

; ‘-"_ii -
duced f
uct Quality

Re ood loss
Prod Assurance

Customers

Solving Social Issues through Business

Anritsu Group T&M Business PQA Business
Put into place a safe and Put in place a robust network Realize a society where everyone
secure infrastructure which infrastructure that will provide can live in safety and security by
leads to the building of a safety and security in all areas enhancing quality assurance for
sustainable society and and lead to building a NS food and pharmaceutical 12 et
encourages innovation sustainable society products. Implement a S

ﬁEég sustainable society where food m
loss is kept to a minimum
N J

Challenges to Meet the Needs of Society (ESG)

Promotion of Global Environment ® Raise the ratio of renewable energy
produced in-house

Protection o o
_— . )  Reduction in CO, emissions volume (energy 12 rooa
Contributing to the creation of a sustainable consumption volume) and water usage volume ADPRODUCTION 13 coue

society with sustainable consumption and

corporate production practices o Developing and manufacturing high-quality

and environmentally friendly products

Anritsu ® Supply chain management that lowers
Group environmental burden
Harmony with Global Economy e Respect for human rights and diversity
and Society © Human resource development DEEATWORK O

Together with diverse human resources, we seek  Occupational health and safety 3 Witsne [ O Gkl
to contribute to the creation of workplaces where  ® Supply chain management that gives due
each individual can achieve personal growth and regard to human rights

experience job satisfaction.

Strengthening and Enhancing * Corporate governance —
Corporate Governance o Instilling compliance awareness 16 Bosiiol
Ensuring ethical corporate activities through risk * Promoting risk management z

management and transparent, fair, quick, and
effective decision making

The Creation of Shared Value through e Providing information to and communicating with stakeholders 17 Pnessies
the Promotion of Communication

Contributing to the creation of shared value with @
collaboration among all stakeholders

N\
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Revenue

(Millions of yen)

120,000 107,023

80,000

40,000

0
(FY) 2015 2016 2017 2018 2019

Revenue rose to ¥107,023 million up 7.4% compared with the previous fiscal year.
In the Test and Measurement Business, demand increased to develop 5G, especially
in Asia, and demand to develop 5G chipsets and mobile terminals for the mobile
market is robust. In the PQA Business there was solid demand for investment in
equipment targeting automation, labor saving and strengthening improvements
for quality assurance processes in the food market in Japan and overseas. However,
despite this, revenue was lower than the previous fiscal year due to impacts such as
the lengthening of inspection periods at customer sites for products ordered.

Earnings per Share/Dividends per Share & Payout Ratio

(ven) (%)

120 ° 90
\.\

@,
80 \\\ 60
L 31.9

) ®31.0 30

97.2

0
(FY) 2015 2016 2017 2018 2019

WEamings per share (Left axis) MDividends per share (Left axis) == Payout ratio (Right axis)

In FY2019 earnings per share were ¥97.2 up ¥32 compared with the
previous fiscal year, while the annual dividend was ¥31 an increase of ¥9
compared with the previous fiscal year, with a payout ratio of 31.9%.
While taking the basic approach of raising dividends on equity (DOE) in
accordance with the increase in consolidated profits for the fiscal year, the
Company aims at a dividend payout ratio of 30% or more, with distribu-
tions of dividends twice a year, consisting of a fiscal year-end dividend and
an interim dividend.

Cash Flow
(Millions of yen)

20,000

14,721
0000 e 11,035
/.\O
0 ()
-3,686

000
(Fy) 2015 2016 2017 2018 2019

M Operating cash flow Minvestment cash flow =e= Free cash flow

In FY2019 net cash provided by operating activities rose to ¥14,721 million
due to an increase in cash from reporting of profit before tax and record-
ing depreciation and amortization, despite a decrease in cash from a rise in
inventories, trade and other receivables. Net cash used in investing
activities came to ¥3,686 million, mainly due to the acquisition of property,
plant and equipment. As a result, free cash flow was positive, at ¥11,035
million.

16  ANRITSU CORPORATION

——= Financial & Non-Financial Highlights

Operating Profit/Operating Profit Margin

(Millions of yen) (%)
20,000 20
17,413
16.3
15,000 15
®
10,000 7 10
®
5,000 ° ® 5

0
(F) 2015 2016 2017 2018 2019

M Operating profit (Left axis) =e= Operating profit margin (Right axis)

Operating profit was ¥17,413 million up 54.8% compared with the previous fiscal
year and operating profit margin was 16.3%. In the Test and Measurement
Business, the sales ratio rose for highly profitable measuring instrument in the
development of 5G devices and operating profit reached ¥15,148 million up
60.9% compared with the previous fiscal year, with the operating profit margin
reaching the medium- to long-term target of 20%. In the PQA Business, the
impact of a ¥499 million year on year contraction in revenue led to operating profit
of ¥1,287 million, down ¥322 million compared with the previous fiscal year.

ACE/Return on Equity (ROE)

(Millions of yen) (%)
10,000 25
8,400
8,000 20
6,000 14.9 15
4,000 /0 10
2,000 — o ® 5
0 0

000
(Fy) 2015 2016 2017 2018 2019

MIACE (Left axis) =e= Return on equity (ROE) (Right axis)

To evaluate the added value generated by capital invested, Anritsu uses an
original metric, Anritsu Capital-cost Evaluation (ACE), for evaluating the
results of each business division. In FY2019 ACE was ¥8,400 million up
115% compared with the previous fiscal year, substantially exceeding the
¥5,000 million target for the final year of GLP2020.

Interest-Bearing Debt/Equity Attributable to Owners of
Parent to Total Assets Ratio

(Millions of yen) (%)
30,000 90

- ——9678

14,594

20,000 U

10,000 30

0
(Fy) 2015 2016 2017 2018 2019

Ml interest-bearing debt (Left axis) =@= Equity attributable to owners of parent to total assets ratio (Right axis)

In accordance with the adoption of IFRS16, the amount of lease liabilities
increased at the beginning of this fiscal year. Under that influence,
interest-bearing debt increased. However, with the repayment of long-
term loans, the balance of interest-bearing debt came to ¥14,594 million
down ¥1,840 million compared with the previous fiscal year. With regard
to the equity attributable to owners of parent to total assets ratio, there
were equity increases, mainly retained earnings, while other components
of equity decreased, bringing the ratio to 67.8%.
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CO: Emissions (Scope 1, 2)
(Anritsu Group)
(t-CO2)
16,000

12,443
12,000

8,000

4,000

0
(FY) 2015 2016 2017 2018 2019

Anritsu is dedicated to reducing our energy consumption—which constitutes
more than 98% of our CO; emissions (Scope 1, 2)—and we are making
steady progress in this regard. Going forward, we are striving to aggressively
adopt renewable energy and shift to a self-generating and self-consuming
system for electricity. We set a long-term CO: emissions target for 2030,
which was approved by the Science Based Targets (SBT) initiative. Further-
more, we set tentative long-term targets for 2050. In FY2019 CO: emissions
were down 2.3% compared with the previous fiscal year, to 12,443 t-CO..

Water Usage
(Anritsu Group)

(m?)
90,000 79’588
60,000
30,000
0
(FY) 2015 2016 2017 2018 2019

In FY2019, the Anritsu Group’s water usage increased 9.4% year on year.
This is due to the increase in overtime hours along with increased produc-
tion and the increase in water usage for the newly introduced production
process at Anritsu Company (California, USA). In addition, the relaxation
water saving policies in the state of California enabled the resumption of
watering for plants to maintain the landscape.

Number of Employees by Region

5,000

4,000

3,000

2,000

1,000

(FY) 2015 2016 2017
[ MJapan MWMUSA [ MEMEA

2018

2019

/Asia and elsewhere

We appropriately manage human resources for each business segment
(T&M, PQA, Others) at our bases in Japan, the Americas, EMEA, and Asia.
Human resources are managed in the categories of R&D, Manufacturing/
Service, Sales/Marketing and Staff, and the status regarding number of
employees at each site is reported quarterly to the Board of Directors. As
of the end of March 2020, the ratio of employees in Japan to overseas
based employees was 59:41.

Energy Consumption (Crude oil conversion basis)

(Anritsu Group)
(kL)

9,000 8,274
6,000
3,000

0(FY) 2015 2016 2017 2018 2019

In FY2019, total energy consumption of the Anritsu Group overall (crude
oil conversion basis) increased by 6.4% year on year. In the Domestic Anrit-
su Group energy consumption increased by 2.9% but energy consumption
was reduced 1.2% along with reduction measures such as reviewing the
operating criteria for air-conditioners and updating to air-conditioning
equipment with high efficiency.

Amount of Solar Power Generation/ Consumption and Private
Generation of Renewable Energy Ratio (Anritsu Group)

(MWh) (%)
300
246 238
FY 2015 2016 2017 2018 2019

I Amount of solar power generation (Left axis) ! llAmount of solar power consumption (Left axis)
~e~ Private generation of renewable energy ratio (Right axis)

Anritsu has newly established the “Anritsu Climate Change Action

PGRE 30" with the aim of reaching SBT targets (refer to ESG Highlights for
details). The amount of solar energy generation in FY2019 increased 2.1%
year on year to 246 MWh (private generation ratio of 0.9%).

*Solar power consumption = amount of solar power generated — surplus power (provided to power supply

companies free of charge)
Private generation of renewable energy ratio = solar power consumption/electrical power consumption

Number of Female Employees and Ratio of Female
Employees among All Employees (pomestic Anritsu Group)
(%)
20

400

300

200

100

2018

["/MNo. of female employees (Left axis) == Ratio of female employees (Right axis)

0
(FY) 2015 2016 2017 2019

Anritsu hires new employees on a gender-neutral basis in all positions, be
they in office administration or technical areas. We set the goal of raising
the ratio of women hired in Japan to 20% (or more) newly graduated by
2020. Our public relations activities focused on female students and have
resulted in the female ratio among new recruits reaching 32% in FY2019,
with 11 of the 34 new graduates joining Anritsu in April 2020 being women.
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—— Risks

and Opportunities

Anritsu Group Risk Management

The globalization of the economy in recent years has contributed to an ongoing increase in corporate
business opportunities. Amid such conditions, companies are faced with a variety of social obligations
and must take on a multifaceted approach to risk management. In order for the Anritsu Group to
achieve a global expansion in its business and sustainable profit growth, the Company needs to estab-
lish a system capable of responding to a variety of risks with the potential to impact business, and at

the same time promote risk management on a company-wide basis.

The Anritsu Group views risks as the uncertain events that affect corporate value such as organiza-
tional profit and social credibility. In other words, we do not consider risks as necessarily negative but
instead as potentially positive events if managed appropriately. We recognize proper risk management
as a vital management issue and have established a risk management system for the Anritsu Group as
a corporate entity. We focus on initiatives that will enhance the risk sensitivity of all employees. At the
same time, we promote risk management through an all-inclusive effort to maintain and expand our cor-

porate value, fulfill our corporate social responsibility and seek sustainable development for the Group.

Risk Management Framework

Risk category
and related
regulation(s)

Responsibility
for Risk
Management

(Main division of
responsibility)

Audit & Supervisory q
R >
Commmiiice = Board of Directors
! : Overall Head of R| k M t
' o e verall Head Of RIS| anagemen
Amngge;"rfﬁtem . Crisis Response o Emergency Response
2 ' Project Group CEO Headquarters
v : I
Risk Management ~__~-=--7-7"""""""""""™ Management Strategy Management Strategy
Promotion Divisions Conference Center
Risks associated [l Risks associated with Enwronmental Risks associated [ Risks associated with Information Risks associated
with business legal violations risks with quality export/import control security risks with disasters
Anritsu Group Basic Rules of Rules on Quality Rules of Security Basic Rules on Basic Rules on Disasters
Charter of Corporate Environmental Management Trade Control Information and Emergency
— Behavior Systems Systems Management Response
Anritsu Group
Code of Conduct
Vice president in charge Vice president in Chief officer in Chief quality officer Chief officer in Chief officer in Chief officer in
of each business charge of charge of charge of trade charge of charge of disaster
division, presidents of compliance environmental control information prevention
subsidiaries and vice management security
presidents in charge of
operations
Executive organ Corporate Ethics Environmental Quality Management Export/mport Control Information Management Disaster Prevention
of each business Promo;ion Management Committee System Committee Committee Committee Headquarters
division and the e Environment and Quality Environment and Quality Trade Control Management Information Human Resources and
corporate division Legal Department Promotion Department Promotion Department Department System Department Administration
Department and others

Anritsu Corporation

Anritsu Group
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Major Risks and Opportunities

Market environment

Business activities

Climate change

Others

Risks related to
market environment
changes

Risk
o Deterioration of market environment, including instability in political situations in various regions
around the world, economic recession, inclement weather, spread of infectious diseases, etc.

Opportunity

o Expansion of target markets due to new communication methods/capabilities

| Risk factor | Details o risks and opportunities

o Swiftly understand and respond to market
environment changes

Risks related to fluctu-
ations in exchange
rates and the
environment for
capital procurement

Risks related to
securing human
resources

Risk
o Increased manufacturing costs from currency fluctuations, leading to impacts on yen-de-
nominated performance results
* Rising capital procurement costs from changes to financial institutions" stance toward
lending and fluctuating conditions in the capital procurement market

Risk
o Difficulty in securing excellent human resources, due to the declining working population
along with the declining birthrate and aging population causing competition for human
resources to intensify

 Build a business structure less susceptible to
currency fluctuations by optimizing procurement
based on currency fluctuations, building a
diversified manufacturing framework, and
balancing imports/exports for each foreign currency

o Strengthening recruitment that is does not focus
on nationality/gender/new graduates/mid-career

o Strengthening training for in-house human
resources

Risks related to
technology, products,
and services

Risk
 Rapid environmental changes, such as the emergence of new technologies, products, and
services, and intensifying competition due to market entry by new players
Opportunity
 Generate demand and seize growth opportunities through new technology and new products

 Understand customer needs and promote
development
o Utilize open innovation

Risks related to
acquisitions and
collaboration with
other companies

Risk
o Deteriorating market environment following tie-ups, collaboration, and M&A
o Difficulty with tie-ups and challenges unlocking the business resources of target companies
as anticipated
Opportunity

e Expansion of business fields and accelerated structural transformation from acquiring new
business resources

o Verify business plans and carry out due diligence
before executing actions

o Thoroughly follow up after acquisitions and
execute additional measures in response to
business environment changes

Risks related to
product & service
quality and liability

Risk
* Damage to the brand image and incurring compensation costs from unexpected safety-re-
lated problems with products
Opportunity
o Foster loyalty through customer satisfaction

 Build a quality management system; and
implement a thorough PDCA cycle

Risks related to
procurement

Risk
o Raw material and component supply shortages from deteriorating business conditions at
suppliers, or from natural disasters, accidents, and so on
* Surging procurement costs from rapidly changing supply/demand environment, exchange
rate fluctuations, etc.
Opportunity
o Stronger competitiveness and larger profits from procurement of new materials/components

 Conform to supply chain procurement guidelines

o Diversify the number and regional locations of
suppliers

o Stabilize procurement costs by leveraging
long-term contracts and the like. (additional
review needed)

Risks related to legal
and regulatory

Risk

 Business activity restrictions from more rigid laws and regulations in each region, or from
changes in interpretations of laws and regulations, changes to operational policies

* Damage to the brand image and incurring administrative action, such as fines, from
unexpected legal and regulatory violations
Opportunity

e Expansion of areas in which the Company can do business by properly adhering to laws
and regulations in each country

o |dentify issues and promote issue resolution by
the Risk Management Promotion Divisions

Risks related to
information security

Risks related to
environment (climate
change, etc.)

Risks related to
natural disaster/
non-specific disaster

Risk
o | eakage of confidential information, interruptions of production lines and/or distribution
systems due to unauthorized access or cyber-attacks
 Requirements to pay compensation for damages or civil penalties; necessity to pay for
costly countermeasures

Opportunity
e Enhance productivity through the introduction of new systems

Risk
 Due to the exacerbation of global environmental problems, strengthen standards for use/
emission of greenhouse gases and standards for energy-saving
Opportunity
e Enhance into the environmental business

Risk

o Disasters due to natural phenomena such as earthquakes, tsunami, hurricanes, torrential rain, etc.

© Damage to Group business sites, supply chains, or customers from terrorism, riots, or wars/conflicts
o Spread of infectious diseases

* Promote information security strategies/
countermeasure policies by the Information
Management Committee

o Strengthen our information security systems,
thoroughly ensure protection of confidentiality,
restrict external access, establish internal
regulations, implement education and training

o Strictly adhere to international standards;
establish more rigorous self-designated standards

 Understanding market trends/customer needs

® Practicing thorough energy conservation, improving
energy efficiency by updating aging equipment and
buildings, and proactively introducing renewable energy

o Increase earthquake-resistance of facilities; carry out
countermeasures against tsunami, heavy rain, floods

o Conduct disaster prevention drills in preparation
for natural disasters

 Promote working-from-home; strengthen
workplace safety management
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—— Mid-Term Business Plan

To be a global market leader

2020VISION

To create new business through emerging business

@ Creating the value that only Anritsu can deliver

Looking Back on the Mid-Term Business Plan

G LP201 2 (FY2010-FY2012)

= Achieve continuous growth with profit

G LP201 4 (FY2012-FY2014)

= Becoming a cutting-edge, trusted global

G LP201 7 (FY2015-FY2017)

= On-going "Growth & Global” improvement and

Vision / u Achieve consolidated operating margin of 10% market leader strengthening of Group management capabilities
by reinforcing Test and Measurement Business Capture growth drivers without fail, and realize Capture growth drivers without fail, and realize
“continuous profitable growth” “continuous profitable growth”
FY2012 FY2014 FY2017
Consolidated revenue of ¥90.0 billion and Consolidated revenue of ¥110.0 billion and Consolidated revenue of ¥120.0 billion and
operating profit of ¥9.0 billion operating profit of ¥19.0 billion operating profit of ¥17.0 billion
= Expand the profitable base businesses Test and Measurement Business Test and Measurement Business
T, ; ; = Strive to boost competitiveness, focusing on = Capture global business opportunities through
. " lr;];irﬁlaysiupr;(e}m g}g{ﬁwmg business, make the mobile broadband service market and the solutions with high added value and solidify
Outline of g ) ) o Asian market, while achieving a 7% or higher our position as a global market leader
the Mid-Term = Establish businesses in new growing fields sales growth rate = Customer-focus and business development through

Business
Plan

= |mprove cost structure through continual
management innovations

= Strengthen financial position and maximize
corporate value

PQA Business

= |n the food and pharmaceuticals quality
assurance field, focus on Asia and North
America—areas expected to grow into large
markets—and achieve a 7% or higher sales
growth rate

the strengthening of global management capabilities

= Leverage Anritsu’s strengths in technologies
and customer base in integrated solutions for
wireless, optics, and systems

PQA Business

= Expand overseas businesses

= Develop markets in North America and Asia
with X-ray inspection systems as a key solution

Looking
Back )7

= Recovery from the drop in Test & Measurement
demand accompanying the global financial
crisis

= Spread of smartphones and vitality in the
market for measuring instruments for
manufacturing

= Launch of LTE service in Japan and the U.S.
gives rise to the development market
= Favorable changes in competitive conditions;

launch of very competitive products in the LTE
development market

= Slump in measuring instruments for wired
networks

= As smartphones rapidly proliferate, they
simultaneously rise in functions and spread as
everyday devices; increasingly intense
competition among smartphone players amid
mergers and acquisitions, reorganization, and
participant withdrawal. Japanese market
contracts as other Asian players make gains.

= Continuous evolution of mobile broadband.
Anritsu seizes development demand by
providing superior, cutting-edge solutions

= PQA Business reaches a 40% overseas sales
ratio by strengthening local manufacturing and
sales support

= Mobile test and measurement market sees a
40% slump (over the 2012 peak) amid
structural changes in the smartphone market

= Progress in standardization of 5G and concrete
moves toward 5G commercialization with the
release of new 5G products in February 2018

= Establishment of the Philippines Development
Center and finalization of preparations for
delivering high-cost-performance 5G support
services

= Aggressive expansion in the PQA Business
(launch of new X-ray inspection systems,
strengthening of local manufacturing framework
and sales support framework) leads to 1.4x
revenue gain and 4.0x operating profit increase.

Results &
Challenge: 7

Plan

FY2010: revenue of ¥77.0 billion, operating profit of
¥3.8 billion, operating profit margin of 5%

FY2012: revenue of ¥90.0 billion, operating profit of
¥9.0 billion, operating profit margin of 10%

Result

FY2010: revenue of ¥77.9 billion, operating profit of
¥7.0 billion, operating profit margin of 9%

FY2011: revenue of ¥93.6 hillion, operating profit of
¥14.4 billion, operating profit margin of 15%

Achieved key management indicators of GLP2012

one year early

Challenges

= Price competition from commodification and
digitization of general-purpose measuring
instruments

= Concerns over the sustainability of strength in
the mobile market; necessity to avoid
over-reliance on mobile

= Sluggish growth in measuring instruments for
construction and maintenance 3G base
stations; necessity to consider new solutions
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Plan

FY2012: revenue of ¥94.5 billion, operating profit of
¥15.5 billion, operating profit margin of 16%

FY2014: revenue of ¥110.0 billion, operating profit of
¥19.0 billion, operating profit margin of 17%

Result

FY2012: revenue of ¥94.7 billion, operating profit of
¥15.7 billion, operating profit margin of 17%

FY2014: revenue of ¥98.8 billion, operating profit of
¥10.9 billion, operating profit margin of 11%

Challenges

= On-going “Growth & Global” improvements for

the Anritsu Group

= Optimal utilization of overseas business
resources within the Group

= Further improve our leading position in the
mobile market

= Setting Japan and North America Test and
Measurement Business back on a growth
trajectory

= Developing new markets in China and India

= Enhancement of management resources for
achieving North American PQA market
strategies

= Profit improvement scenarios for the PQA
Business

Plan

FY2015: revenue of ¥103.0 billion, operating profit of
¥11.0 billion, operating profit margin of 11%

FY2017: revenue of ¥120.0 hillion, operating profit of
¥17.0 billion, operating profit margin of 14%

Result

FY2015: revenue of ¥95.5 billion, operating profit of
¥5.9 billion, operating profit margin of 6%

FY2017: revenue of ¥86.0 billion, operating profit of
¥4.9 billion, operating profit margin of 6%

Challenges

Test and Measurement Business

= Thorough implementation of the management
restructuring program

= |nvestment in 5G business

= Establishment of a division focusing on the loT
business

= Introduction of new optical and digital products
inTTM
PQA Business

= Active investments in cutting-edge technologies
to overcome quality assurance issues

= Development of new products that contribute
to quality assurance

= Strengthening relationships with global companies

@ Driving innovation in new



Anritsu Way H Top Messagae H Corporate Value Creation H Business Review H ESG H Fact Sheet

Planned Sales and Operating Profit

GLP2020
ndicator | FY2018  Fv2018  Fva00 [ 2020
® Building a world-class, robust income structure Revenue ¥92.0bion  ¥99.7bilin  ¥105.0bilon | ¥110.0 bien
Operating profit ¥6.6 billion ¥11.2 billion ¥14.5 billion ¥17.5 billion
business areas Operating margin 7% 1% 14% 16%
Profit ¥5.0nillion ¥9.0villion ¥11.0billion ¥13.5 billion
ROE 7% 1% 12% 14%

GLPZOZO Revenue ¥60.0 billion ¥M B ¥70.0 billion ¥77.0billion

Operating profit ¥3.5 billion mbmion ¥10.0 billion ¥15.5 billion
Operating margin — 6% 14% 14% 20%
GLP2020 (rv2018-rv2020) peEa g ° ° ° °

T&M
Business

Revenue ¥23.5villion  ¥23.1 billion ¥26.0 billion ¥24.0 billion
Operating profit ¥2.0villion ¥1.6 billion ¥3.0 billion ¥1.8 billion

PQA
Business

= Prosecute the policy “Continuous profitable growth” ; .
= Make our best to accomplish 2020VISION Operating margin 9% 7% 12% 8%

Capture growth drivers without fail, and realize “continuous

profitable growth” (Reference) Expected exchange rates for GLP2020: 1 USD=105 yen, 1 euro=125yen =k Planned in April 2018

FY2020 Basic Policy of Medium- to Long-Term Business Strategy

Consolidated revenue of ¥105.0 b||||cfn and operating profit of ¥14.5 billion Capture growth drivers without fail, and realize “continuous profitable growth"
Test and Measurement Business

= Become the No. 1 Test and Measurement vendor ahead of competitors in 5G T m— - —
) . S ) 9 Medium- to long-term guideline
= Develop new profit bases in the loT/automotive field, where growth is annual growth e (i
expected through the utilization of 5G 'ar (:5"_"‘3‘9" Salesgrowth  Operating
= Create test solutions that support the expansion of cloud services DL rafs] profit margin
PQA Business Become a leading company supporting 5G/loT society
= Develop the advanced market in Europe and North America with T&M 3.59% @ 56, LTE-Advanced » >7% =20%
X-ray inspection systems as a key solution % :gTéAtltt}mg}_lvleéICor&nSectlylty
= Accurately respond to market needs through localization and global ata fratfic/Cloud Services
busmeslj reformf bility throuah value-added sol g Become a world-class partner in quality assurance
= Strengthen profitability through value-added solutions and expansion o solution o o
of global business PQA Bk Expansion from contaminant inspection into the quality =% =il2%
assurance market
IConsoIidated = = = =18%
| roE - = =15%

Basic Policy of Management Strategy

= Prosecure the policy “Continuous profitable growth”
= Make our best to accomplish 2020VISION/GLP2020

| 120th [

To be a global market leader

Creating the value'that only Anritsucan deliver
Building a world-class, robustincome structure
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—— CTO Message

Researching Next-Generation
Technologies that Support the
Future with Measurement

We established Advanced Technology Research
Center in April 2020 in order to cultivate the
technological capabilities that will support the future
with measurement. We will move forward with R&D
under an open and innovative research environment
to strengthen Anritsu’s “Original & High Level.”

Hanako Noda
Executive Officer, CTO

General Manager of Advanced
Technology Research Center

Establishment of the Advanced
Technology Research Center

In order to remain a company that supports society,
decades into the future through measurement, Anritsu
established the Advanced Technology Research Center in
April 2020, with the goal of advancing measurement and
expanding its domain. This research center will undertake

Initiatives of the Advanced Technology Research Center

research and development of the 6G technology that will
be needed a decade from now, and looking further, it will
tackle the basic research to turn NEMS into reality. Inviting
research leaders from outside the Company, the Advanced
Technology Research Center will undertake fundamental
research through innovative teams of highly diverse mem-
bers to strengthen Anritsu’s “Original & High Level.”

6G (Beyond5G)

¢ 100+ GHz component development
¢ Radio interference monitoring technology

Touch Internet
I Digital Transformation
g

3D Video in Manufacturing
E ‘t‘_.:-lﬂu
Digital Senses 360°VR/MR
Beyond
5¢ )%
Holographic
Communications Tactile Communications

Fully-Automated Driving

Next-Generation Technology Acquisition

* Realization of NEMS*, a promising technology
for ultra-sensitive sensors

(

——

NEMS ¥

Small size,
low power

* Nanoelectromechanical systems (NEMS) are devices with mechanical struc-
tures on the order of nanometers in size, making them even more compact
than microelectromechanical systems (MEMS), micromachines based on
semiconductor processing technology.
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Technology Development for the
Commercialization of 6G in 2030

Initial 5G trials services commenced in 2019, followed by
5G commercial services launched overseas in the same year
and in Japan in March 2020. Unfortunately, the Tokyo
2020 Olympic and Paralympic Games, slated as the stage
for 5G's spectacular debut, were postponed for one year
due to the COVID-19 pandemic. At the same time, changes
in lifestyles and restrictions on activities have made
advanced ICT infrastructure to support the digitalization of
society all the more important, drawing even greater atten-
tion to 5G. Interest is growing in local 5G, for which
28GHz band license applications began in December 2019.
Policy measures to promote 5G are being hammered
down, as seen in the allocation of Sub-6GHz bands, discus-
sions to enable outdoor use, and the readying of tax incen-
tives for investment in 5G. We have hopes that, with the
start of the Tokyo Olympic and Paralympic Games, 2021
will be a breakthrough year for 5G.

Although 5G has just made its start, preparations pro-
jecting a decade ahead to 6G have already begun around
the world. The aim of 5G is not only the advancement of
the communications infrastructure existing through 4G,
but also the transformation of society artificial intelligence
and the loT as components of lifestyle infrastructure
together with artificial intelligence and loT. 6G is expected
to form foundational technology for taking this infrastruc-
ture even further.

Forecasts call for 6G to launch around 2028, with full-
scale use around 2030. Under the Japanese government'’s
proposal for Society 5.0, a concept expected to see realiza-
tion around the same time as 6G, the fusion of physical
space and cyber space will further advance. Physical space is
the real space in which we live, while cyber space is the vir-
tual space constructed through computers and networks.
Within current information society, i.e., Society 4.0, people
have accessed data in cyber space via the Internet, to ana-
lyze and make use of information and data. In Society 5.0,
by contrast, large volumes of data will be transacted
between physical space and cyber space with low latency
and high reliability. This will enable anyone, at any time and
any place, to access people, information, and things in a
hyper-realistic manner, increasing people’s freedom in where
and when to work. Already, the COVID-19 pandemic has
made online meetings the norm in business, while real-time

music sessions can now be enjoyed in private. The fusion of
physical space and cyber space is taking place. As this trans-
formation progresses, some watchers predict that large
amounts of data in the physical space will be sucked up into
cyber space, where physical space will be recreated and
hence the future is predicted. This will be fed back into phys-
ical space, allowing people to make decisions on their next
actions. Toward this end, data from a wide range of sensors
in every location must be collected, analyzed, and fed back
in an instant. 6G is the communications infrastructure that is
expected to make this sort of society a reality.

6G is expected to enable communications not only on
land but in the sky, at sea, and in every area, extending the
coverage of communications. By comparison with 5G,
numerical targets for the technology include 5 times the
maximum communication speed (100 billion bits per sec-
ond), 1/10 the latency (100 microseconds) and 10 times the
simultaneous connectivity (10 million devices per km?).
Targets have also been set for the effective utilization of
frequencies, reduced power consumption, high-reliability,
and high-speed mobility.

CPS (Cyber Physical System)

=2 % Analysis. &
- Z _na ys_f_t'-Aij' ;

Highly reliable
control

III Low latency

Low latency III

Large volume
data input

Proposing Al Automated production
best suited for people } \ by robots in the factory

Moving around using
self-driving vehicles

—

Physical space
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CTO Message

Difference Between 5G and 6G

Millimeter waves
/ Terahertz

Advancement of

/ Large capacity

pitzachiohspesd ] [ Ultra-low latency ] [

synchronization

Ultra-massive
simultaneous connectivity

Ten times faster
communications
speed than 5G

Further a

5G

————

Communications enabled
everywhere on land,

All devices link

Low latency 1/10
that of 5G

dvancement of 56

Achievement of Sustainabje socj
let

Ten times
more than 5G

66

Security and privacy

1/100 current level autonomously at sea, in the air, in space provided automatically
EEHET power Autonomy Extensibility Ultra-§afe ——
consumption and reliable

Virtualization of
networks

All-optical network

Important technologies for achieving these numerical
targets include the utilization of millimeter waves and tera-
hertz waves, advances in space-time synchronization, full
network virtualization, and all-optical networks. Each of
these faces technical challenges. So far, multi-level modula-
tion, MIMO and other forms of multiplexing, bandwidth
broadening, and other technologies have been introduced
to speed up communications. While each of these has
room for improvement, bandwidth broadening in particular
is essential to achieving speed of 100 billion bits/second.
Doing so requires the availability of continuous usable fre-
guencies. For example, to secure a continuous band of
10GHz, a frequency band of 100GHz or higher must be
used. This raises the frequency beyond that of the millime-
ter waves used in 5G, limiting communication area due to
further shortening of communication range and a require-
ment for higher linearity. Therefore, those such as improve-
ment of massive MIMO technology, utilization of reflection
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to expand communication area are the important challeng-
es that lie ahead. Applying higher frequency with measur-
ing instrument is another challenge. Anritsu has committed
itself to the study of millimeter wave measurement tech-
nology. In 2019, we began research and development of
technology beyond 5G, and in 2020, we launched new
development of fundamental millimeter wave technology
aimed at 6G. Anritsu will support the foundation of peo-
ple’s lifestyles by supporting the development of communi-
cations technology.
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What is MEMS?
4 )
Human A smartph?ne is a collection of
MEMS devices

[mm] 103m

Ant

Hair

[um] 10°m

Bacteria

Virus

[nm] 10°m

Atom

Smartphone <

- Accelerometer

« Gyro sensor
« Electronic compass
* Pressure sensor
* Humidity sensor
- BAW filter *1
* High frequency switch

« Variable capacitor

Tackling Basic Research for NEMS

As a medium- and long-term research theme, in April 2020
Anritsu began basic research aimed at making NEMS a
reality. NEMS are devices with mechanical structures on the
order of nanometers in size. Devices on a scale larger than
NEMS are known as MEMS, or micromachines; these are
used in smartphones, RF circuit switches, acceleration sen-
sors for the detection of orientation and movement, pres-
sure sensors, and more. Mechanical parts with the
thickness of a human hair (50 micrometers) have already
been put to practical use. NEMS devices are even smaller,
enabling the detection of even more minute changes,
down to the ability to sense a single molecule. NEMS also
reduce power consumption through this miniaturization,
and achieve higher sensitivity due to lower noise.

Making NEMS a reality will enable applications in a vast

. J

*1 Bulk acoustic wave (BAW) filter: A type of high frequency filter

range of fields, including biosensors for cancer and for
viruses such as coronavirus, sensors for environmental mea-
surements such as pollen, radiation, and carbon dioxide,
and wearable devices. Great expectations have been
placed on NEMS, but the need for even finer processing
technology than that developed for MEMS has left NEMS
technology to the future. The tremendous social and aca-
demic significance promised by NEMS makes it a “dream”
field of technology. Viewing NEMS as a technology for the
future a dozen or so years ahead, Anritsu will undertake
basic research to make this technology a reality.
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—— Test and Measurement Business

Contributing to the Advancement and
Enhancement of Communications Networks
through Leading-Edge 5G Technology

Making the Business High Value Added in
the New Society that 5G Will Conduce

The rapid development of the Internet and spread of
smartphone have transformed our society and lifestyles.
As the practical use of 5G increases, communications
services are becoming even more advanced and
widespread. Further, the COVID-19 pandemic worldwide is
changing the way we live, making information and
communications more important than ever before.

Anritsu’s Test and Measurement Business provides the
global market with test and measurement systems that are -

crucial for establishing and expanding the use of Takeshi Shima
communications technology. As a partner to our
customers, we will contribute to the development of Director, Senior Vice Presiden

information and communications technologies, such as 5G,
and create test solutions to solve problems in new
applications and uses for communications technolog:

Test and Measurement
Company President

SWOT Analysis
( )
= Communication and measurement technologies, and products covering
optical, wired, wireless, and protocols = 5G/IoT utilization markets are still under development
= Global development, sales, and support network 0] = High dependence on the smartphone-related market

= Partnerships with industry-leading customers and suppliers m
L S W )

( L0 T )
- Ir:;:\elffsaeccijreirgarlirfgtrri?a:)pnm::;frz;iiet\;ﬂ:r?czz?é to = Reduced economic activity due to the spread of COVID-19
expansion of 5G services ' Opportunities = Increased tensions over trade and geopolitics
= Increased network speed and capacity due to increased data traffic " :ﬁ”'?g cost competitiveness due to rapid appreciation of
) L X e Japanese yen
= Greater use of IoT in the non-telecommunications industry field due to the . P 4 . e
trend towards remote social life = Business fluctuations for specific customers
~ J

maintenance of various communications equipment and

Business Areas devices, including the base stations that make up mobile

This year marks the 125th year since Anritsu was founded networks.

and over our long history, we have contributed to the evo- Providing measuring instruments for performance evalua-
. — . . tions and manufacturing inspections of network devices
lution of communications technology through innovation N iver hiah-definition vi . ; N
that have paved the way for the future of information and that deliver high-de '|n|t|on video and images from the
N . . . L cloud networks at high speeds through the Internet.
communications and by providing society with original and

high-level products. The Test and Measurement Business Providing measurlng |nst.ruments anFi systems req.Lu.red
) o for evaluating and assuring the quality of connectivity of
delivers measuring instruments and test systems that are o : T . ,
. . s communications modules in loT devices installed in vehi-
essential for the quality assurance of communications es i _ Al eau ‘
equipment and facilities to customers worldwide. cles, home appliances, and industrial equipment, for use

e Providing test solutions for all phases in the mobile com- in development and manufacturing.

munications market, as represented by smartphones, Providing monitoring solutions that contribute to the

including chipset development, device development, con- improvement of network operations, including network

. S . failure analysis and capacity expansion, by visualizing the
formance testing, and manufacturing inspection. y . pacity exp y. ‘ 9 ‘
. . . . . network operational status of telecommunications carriers.
e Providing wide range of wired and wireless measuring

instruments for the manufacturing and construction/
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Market Environment and Business
Opportunities

I The Acceleration of Remote Social Activities

In 2019, 5G services were first launched in the U.S. and
South Korea, and then in China, and now, many countries
around the world are preparing for the full-fledged intro-
duction of the services.

While human beings are experiencing hardships (COVID-19)
on a global scale, it is notable that communications are being
used to develop new lifestyle patterns. Sales and service activ-
ities historically in form of face to face, are now moving online
in many cases, and this trend expands to the education and
healthcare fields. As social activities continue to become
remote (a non-face-to face economy) going forward, it is pre-
dicted that demand for communication methods that deliver
high-definition video and image information will grow.

l The Diversification of Information and
Communications Usage
Due to the recent trend that various social activities are
done remotely, data traffic is rapidly increasing through
those such as social media posting, video sharing, online
meetings, and the like. As the practical use of services
such as 4K/8K video, event broadcasting with VR, and vari-
ous loT services, as represented by autonomous driving, are
progressed there will be demand for higher-speed net-
works. The issues apparent even in current networks, such
as distorted screen images or delays, are expected to
become even larger issues and therefore measurement
technologies will become more sophisticated and more
complicated in order to support telecommunications carri-
ers, and communications device and equipment manufac-
turers resolving those issues from quality aspect.

l Aiming for a More Comfortable, High-Quality
Information Society

While more convenient and more comfortable environment

is demanded for information and communication, 5G wire-

less, 400Gbps wired ethernet, and various types of

low-power wireless technologies are expected to be the

Business Areas of the Test and Measurement Business

Trends in T& M Market and Business Opportunity

Market Size The impact of COVID-19 delays

5 by about six months

New Market

« loT/Automotive .

2N o

- Local 5G
5G Development
% rinvestment n development o Investment n development
for 5G Rel.15 for 5G Rel.16
Release 16 standardization
5G Manufacturing delayed by three months

* 5G (Sub 6GHz) manufacturing market

« 5G (millimeter wave) manufacturing
market

Mobile Market
3G Smartphone

manufacture

LTE-Advanced P
LTE development LR A

« Investment in development for Gigabit LTE

_______-—'—.'_"
IP Data Traffic/Cloud Services

* Increasing speed and capacity
of data centers

Greater network
demand due to
teleworking

Wireline Market

* Investment for greater use of small cells

2008 2012 2018 2019 2020 2021 2024
A A A A A A A

means for achieving this. Anritsu has cultivated the mea-
surement and monitoring technologies for 4G, 5G, ether-
net, wireless LAN, and Bluetooth that provide seamless
support for the quality of these large-capacity and high-
speed communication networks. Going forward, we will
continue to propose test solutions that cater to a wider and
more diverse range of customer use cases including “local
5G,” and work on acquiring and accumulating technolo-
gies geared toward the realization of 6G in the near future.

Growth Strategy

I GLP2020 Basic Policy

Under our Mid-Term Business Plan GLP2020, we have iden-
tified the three areas as the drivers for realizing continuous
growth with sustainable sperior profit. Those are (1) 5G,
LTE-Advanced, (2) loT/Automotive, Connectivity, and (3) IP
Data Traffic, Cloud Services. Among these, the 5G busi-
ness plays a central role, and we need to broaden the test
solutions we provide in this business to cater for a wider
range of customer use cases. In the Test and Measurement
Business, we will be maintaining 14% R&D investment to
sales ratio and will be actively investing in the 5G as well as
in the development of advanced ethernet, connectivity,
and other areas corresponding to global broadband needs.
We will also enhance areas other than product develop-

Automotive loT
connectivity

Mobile communication
2G, 3G, 4G & 5G

High-speed buses for
cloud computing

Network Construction/
Maintenance

Telecom network
monitoring

RF & micro/mmWave
devices/components
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Test and Measurement Business

GLP2020 Business Progress and Beyond 2020

FY2019
FY2018 Results
Results

¥68.2 ¥75.2
billion 1 billion
Operating profit ratio:

20%

Operating profit ratio:
14%

e

FY2020 Initiatives

‘Beyond
20320

FY202X

¥100.0
billion
Operating profit ratio: 20%

GLP2020
Plan

¥77.0
billion
Operating profit ratio: 20%

N,

Create growth opportunities by focusing on strengthening

the competitiveness of the 5G business

e Enhance the global development system and

customer support system

e Promote the conformance test system business

ment, such as support and sales structures, so we can fur-
ther enhance our partnerships with customers.

B FY2019 Results

In FY2019, the second year of GLP2020, we achieved sales of
¥75.2 billion and an operating profit margin of 20%, signifi-
cantly exceeding our initial forecasts of ¥69.0 billion for sales
and an operating profit margin of 12%. The main factor
behind this was our success in capturing demand for develop-
ment related to the commercialization of 5G. In particular, our
performance responding to the demand for the development
of communications equipment supporting with 5G services
launched specifically in Asia made a big contribution.

I Initiatives for the Final Year of GLP2020
Based on the assumption that the COVID-19 pandemic
which started at the end of FY2019 will have an impact on
the first half of FY2020 and these effects will disappear in
the second half of the year, we will work toward targets
that will achieve GLP2020 and guide us into GLP2023.
These targets are sales of ¥77.0 billion and an operating
profit margin of 20%. This fiscal year, we expect demand
for conformance test related to 5G commercial services in
addition to the 5G commercial development demand we
engaged in FY2019. Also, as we expect demand to increase
as the number of businesses launching these services grow,
we will work on expanding our customer base. As 5G
becomes more widespread, competition will most likely
become fiercer, so we will focus on strengthening the com-
petitiveness of related products. In addition to 5G, we will
also actively invest in test solutions in areas including even
higher-speed 400Gbps ethernet, cloud computing, and
wireless LAN, while advancing product development that
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loT/Automotive
Data Center/Computing
New Business

LTE, General purpose measuring instrument

supports large capacity and high speeds across entire com-
munications networks.

Toward “Beyond 2020”

The features of 5G, namely ultra-low latency and multiple
simultaneous connections, will make the use of information
and communications technology possible in areas in which it
was previously difficult to achieve, including in the automo-
tive, healthcare, manufacturing, and construction industries.
Many experiments and demonstrations are being conducted
and we expect to see a variety of use cases being created.
Anritsu is conducting initial verification activities with some
leading service providers and manufacturing-related custom-
ers, and we have started widening the scope of the areas in
which we carry out activities in addition to currently focused
smartphone-related fields. We will leverage the connecting
and measuring technologies that are the core competencies
of the Test and Measurement Company, with the aim of
expanding our business in fields where 5G is used, through
collaborations and M&A with customers that have a strong
presence in other industries.

In regard to revenues, we will strengthen frameworks that
support growth. Specifically, we will work on building initiatives
such as improving the effectiveness of development costs by
strengthening resource allocation to overseas development
sites, expanding our customer base by adding more sales chan-
nels (increasing revenue from new markets), building a flexible
production structure that is not confined to areas where we
have manufacturing sites (location-free production), and coor-
dinating with suppliers to source key components from multiple
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countries (avoiding procurement risk). In this way we will advance
the optimization and streamlining of our overall operations.

In “Beyond 2020,” we aim to realize sales of ¥100.0 bil-
lion and an operating profit margin of 20% through this
series of initiatives.

Solving Social Issues Through Business

9 INDUSTRY, INNOVATION
ANDINFRASTRUCTURE

&3

l Description of Social Issues

Communication over Internet services such as social net-
works, photo sharing, and video distribution, have become
indispensable tools for “connecting” people with society.
The communication network that realizes such “connec
tions” has evolved day by day, and now entering the 5G era
that enables high-speed, large-capacity, ultra-low latency,
and multiple simultaneous connections. 5G is expected to
become a communications infrastructure that solves various
social issues such as information disparity, traffic accident pre-
vention, and labor shortages and realizes the sustainabile soci-

ety by being employed in industrial fields such as medical
care, agriculture, automobiles, and disaster prevention in addi-
tion to further sophisticate smartphones and tablet devices.

I Anritsu Initiatives
The Test and Measurement Business provides added value
by manufacturing original products at a high level, which
corresponds to Goal 9 of the SDGs (Industry, innovation and
infrastructure). We will also grow our contribution to Goal
11 (Sustainable cities and communities) by expanding our
business in 5G including utilization by loT. Furthermore, we
will play our part in the Anritsu Group's efforts to “resolve
social issues as represented by the SDGs”, by realizing part-
nerships with customers, developing environmentally friend-
ly products, and strengthening overseas operations.
Societies with highly advanced information and commu-
nications have potentials to solve a wide range of social
issues including, for example, saving energy. Our measure-
ment technologies will fulfill a role in making life more con-
venient and ensuring comfort by raising the quality of
communications networks. We will contribute to the cre-
ation of sustainable society by making the maximum utili-
zation of 5G and other technologies we own.

Automobiles Healthcare

Solving
social

issues
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Small Cell
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Intemet ~ PCI-E
AOC
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Solutions for developing
and manufacturing loT

devices and modules to optical

Anritsu

Compatible with a wide
range of products from RF

~

Support with bit error rate
tests that always lead the
industry

Support for 100G/400G
high-speed communication

optical, wired, wireless, and protocols

* Communication and measurement technologies and products developed with over 120 years of experience covering

* Seamlessly supporting customers’ businesses, from cutting-edge development to manufacturing and maintenance
* Global development and sales system that provides timely support to customer requests in each region
* Rapid deployment of cutting-edge technology through partnerships with key customers and suppliers

J
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—— PQA Business

Becoming a World-Class Quality

Assurance Partner

Aiming to Be the “First Call” Company in
the Global Market

The PQA Business focuses on realizing solutions that
contribute to assuring the quality of foods and
pharmaceuticals, and we have secured a stable revenue
base by capturing an industry-leading position in the
Japanese food market. Our strength is in high-speed,
high-precision inspection solutions, including X-rays, and
we are working to transform into a global business.

We will invest in building an optimized supply chain to
respond to a variety of requests from customers in diverse
food cultures and globally deliver solutions and amenable
services that exceed expectations worldwide.

By fully considering issues related to quality assurance
and working to overcome them, we will grow into the
quality assurance partner who customers all over the
world call first.

Senior Vice President
PQA Business Group Presiden

SWOT Analysis

The spread of COVID-19 is expected to advance requirements for automation and labor-saving on production lines in the medium-
to long-term, and we predict that this will expand demand related to the quality assurance for foods and pharmaceuticals.

= High-speed, high-precision quality inspection technology for production lines

= Engineering responsiveness that can adapt inspection systems to various
workplace environments

= Extensive maintenance service system and experienced technicians in Japan

= Track record and top-class market position in the food
inspection market in Japan

= Top-class share of X-ray inspection systems in U.S.

= Growing global demand for safe and secure food

= Advancement of full automation and labor-saving on
production lines to improve sanitation

= Growing demand for processed foods as consumers shift to
eating at home

= Rapid development of innovative technologies such as Al and loT

= Expansion into the pharmaceutical manufacturing industry, which demands
advanced quality assurance

S W

A‘”.é@.

= Market recognition in large markets such as Europe and U.S.
= Lineup of products that match the requirements of the
European and U.S. markets

Weaknesses

= Very strong competition in large markets such as Europe
and U.S

= Temporary slowdown in investment in food-related
facilities due to the COVID-19 pandemic

Business Areas

The PQA Business consists of development, manufacturing,
sales, and maintenance services for quality inspection sys-
tems of production lines. Currently, approximately 80% of
our revenue comes from the food industry.

Many of the processed foods we eat every day are produced
in factories operated by food companies and these companies
have a social responsibility to ensure safe and secure quality
assurance and to stabilize supply by improving productivity.

The PQA Business delivers solutions that provide total
support for customers’ quality assurance activities and con-
tribute to raising quality and productivity. These solutions
include proposing optimal quality inspection methods to
the production environments of individual customers and
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providing information systems that utilize quality data and
maintenance services that ensure inspection systems are
always in good condition when used.

Market Environment and Business
Opportunities

The food processing industry, the main customer of the
PQA Business, has over 100,000 business sites worldwide.
Quality assurance needs in the food industry continue to
grow on a global basis.

The COVID-19 pandemic which manifested in January
2020 has had a negative effect on investment in PQA
equipment in the short-term. However, while we cannot
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Example production line

Relatedly, since potato chips and other objects
are in packages shaped like pillows, this is
called a “pillow package” and is in wide use.

[Weighing]
Weigh and apportion so that
the content of packages is [Packaging]
within a specified limit Placing the
contents in the
packages

CED Various types of wrapped prod-
CED ucts are inserted into a cardboard
container.

[Crating]
The manufactured
items are inserted into a

........... s | §  crate or other shipping con-

OO . tainers, and, at this stage,

EOOO /] | inspections may also be con- =5
950 ) a ducted for weight and
P - resence of contam- =

OO0s - P

~0O0e

o [Shipment] _
] Items are shipped

j from the factory and
' = <28 | ‘g0 o cisrbton
channels.

Combine things with a
range of weights and

allocate within a speci-
fied range

(Combining weight mea-
surement)

[Inspection]
Inspection to determine whether the
weight of contents is proper. It is
used to determine whether metal
objects or other items are included
and detect whether the contents
have been broken or some contents
are missing.
Autochecker Weight? Contaminants? etc.

OO
Production management system 00%
)

The weight inspection is designed to determine whether the items have been weighed properly and are correctly packaged. At the contaminant inspection
stage, verification of whether there are metal or plastic contents is conducted and X-ray inspection equipment can detect cracks and defects in such products
as cookies. In addition, the production management software “QUICCA" may collaborate in the inspection and weighting stages to monitor production.

deny the possibility of a global recession, from a medium-
to long-term perspective the effects of the pandemic are
advancing automation and labor-saving on production lines,
so we expect that demand related to the quality assurance
of foods and pharmaceuticals will grow going forward.

Looking at PQA markets by region, there is growing
demand among consumers in Japan for foods that are safe,
delicious, and easy to prepare, and major food companies are
investing in building reliable quality assurance systems. Safe
and secure quality assurance, such as traceability and food
defense, is being applied across entire food supply chains.

In North America, primarily major food companies are
continuing to introduce X-ray inspection systems, and in
the meat market in particular, there is growing demand
related to inspecting products for bone fragments. In
Europe, which has the longest history of introducing quali-
ty inspection and standardizing quality control criteria,
demand for quality inspection remains stable.

In China and the ASEAN countries, the need for safe
food is increasing with the expanded distribution of pre-
packaged foods. Demand for quality inspections is expect-
ed to increase, primarily among global food companies and
leading regional manufacturers.

Growth Strategy

0l GLP2020 Basic Policy

In GLP2020, Anritsu positions the three years of the plan

up until 2020 as a period of preparation for taking a leap
forward as a “world-class quality assurance solution part-

1

ner” who will become our customers’ “first call” company.

Through our basic policies of “developing global busi-

"o

ness,” “creating value for customers through quality assur-

ance solutions,” and “collaborating and growing together
with leading customers (envision : ensure)” we aim to
achieve 2020VISION and continue realizing continuous
growth with sustainable superior profits.

In order to realize this goal, we are “cultivating markets
in advanced countries in Europe and the Americas and the
pharmaceutical manufacturing market, with X-ray inspec-
tion systems as a key solution” and “responding adequate-
ly to market needs through localization and transforming
into a global business.”

Il Fiscal Year 2019 Review

Up to the end of last year, the market environment was rel-
atively good, and we received a steady stream of orders.
However, due to the trend the time between delivery and
acceptance by the customers becoming longer, sales were
slow compared to orders. Also, competition in overseas
markets was intensifying, and there were notable cases
where customers decided not to choose our products due
to the lead time between order and delivery.

In order to respond to this situation and put the business
back on a sustainable growth track, in the North American
region we built a structure that can flexibly supply a range of
different products in combinations that match up with cus-
tomer demands by storing modular units locally. This greatly
improved the lead times for delivering products to customers.

Also, in order to improve profitability and raise the
added value of the business, we are focusing on acquiring
automation technologies such as artificial intelligence, sig-
nal processing, and robotic delivery, as well as developing
solutions specifically for target markets. The main new
products launched in FY2019 are as follows.

e The KXE7522 X-Ray Inspection System with Dual Energy
Sensor, which improves sanitation, for the poultry market
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PQA Business

GLP2020 Business Progress and Beyond 2020

FY2019
FY2018 results
results

¥22.6
billion
Operating profit ratio:

6%

¥23.1
billion

Operating profit ratio;
7%

FY2020 Initiatives

‘Beyond.
2020
plan

¥30.0

¥24.0
billion
Operating profit ratio: 8%

billion
Operating profit ratio: >12%,

e Strengthen our sales bases in America and Europe

e Promotion of solutions as a platform

¢ The KDS1004PSW metal detector for the pharmaceuticals
market which is specialized for detecting contaminants in
pills and capsules

e Quicca Pharma, an overall quality management and con-
trol system for the pharmaceuticals market

4

Quicca Pharma overall
quality management and
control system for the
pharmaceuticals market

KXE7522 X-Ray
Inspection System with
Dual Energy Sensor

KDS1004PSW metal
detector for pills
and capsules

Initiatives for the Final Year of GLP2020

In FY2020, due to business performance in the previous fiscal
year and the recent external environment becoming severer,
we think it will be hardly feasible to achieve the GLP2020 tar-
gets of ¥26.0 billion in segment sales and ¥3.0 billion in oper-
ating profit. Although it was a difficult decision, we have
revised our results forecast downward to ¥24.0 billion in seg-
ment sales and ¥1.8 billion in operating profit.

Currently we are aiming for continuous growth with sus-
tainable superior profits while taking sufficient care that
employees and customers are protected from catching
COVID-19, and we will advance structural reforms to turn
us into a global and highly profitable business.

As a company that is involved in the food industry, we
will continue to provide maintenance services to customers
who are struggling daily to realize stable food supplies
while focusing on strengthening sales promotion methods
that are alternatives to face-to-face sales and providing
information through means such as online product intro-
duction sessions and seminars, and e-mail newsletters.
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Americas

Considering recovery of demand and changes in needs
that will emerge after the COVID-19 pandemic, we will
work to develop new solutions which contribute to auto-
mation and labor-saving on production lines. We will also
transform our organizational structure into one that can
provide customers around the world with products and
services in a swift and flexible manner with the aim of
increasing overseas business ratio to 50%.

Toward “Beyond 2020"

The PQA Business aims to become a world-class quality
assurance partner and our immediate goal is to achieve
segment sales of ¥30.0 billion.

We are investing in the development of new sensors and
R&D into image processing and signal analyzing technolo-
gies, as well as Al, to pursue original, high-level, high val-
ue-added solutions. We are also promoting the
development of product platforms for successively com-
mercializing new products with high customer value.

Under our policy of cultivating the foods market and
pharmaceuticals market as the twin pillars of our business,
we will prioritize business expansion into markets in
advanced countries in Europe and the Americas and the
pharmaceutical manufacturing market, with the aim of
achieving our target of a 12% operating profit margin.

In Europe, our plan is to strengthen sales and mainte-
nance networks in major European countries with our busi-
ness sites in the Netherlands and the U.K., which are
already carrying out these activities, as the core.

In the pharmaceuticals market, we will enhance our line-
up of inspection systems that are adapted to meet the spe-
cific requirements of pharmaceuticals, using the in-line
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inspection technologies we have cultivated for the foods
market as a foundation. We will also advance collabora-
tions with retail stores and engineering companies to
expand our business in the pharmaceuticals market.

Solving Social Issues through Business

12 St
.

l Description of Social Issues

Through the use of food processing technology that raises the
storage life of perishables, our daily lifestyles have undergone
rapid advances in the modern era. Instead of buying ingredi-
ents and preparing meals at home, food is now distributed as
a packaged product that has greatly improved convenience
and plentifulness in people’s lives. Once food is distributed in
large quantities, however, uneaten food is thrown away (i.e.,
food loss) in increasing amounts, a social problem that has
drawn attention lately. SDG Target 12.3 is stated as “Halve per
capital global food waste at the retail and consumer levels
and reduce food losses along production and supply chains,

including post-harvest losses,” a clearly stated objective to
ensure a sustainable food consumption and production pat-
tern. Today, most food processing companies have identified
the reduction of food loss as a major issue alongside guaran-
teeing the deliciousness, safety and security of their products.

B Anritsu Initiatives
At food processing plants, factory automation has facilitated
the faster processing of food in larger amounts for shipment.
It is necessary to inspect each individual product to ensure
processed food is safe and reliable. In the past, a large num-
ber of workers were used in the food inspection process to
examine the food before shipment. However, inspections by
people are subject to issues related to differences in individual
skills and fatigue causing people to lose their concentration.
Along with providing solutions for automating the quali-
ty inspection process on food production lines, Anritsu
aims to provide solutions linked to minimizing food loss.
Together with customers, the Company will continue to
provide advanced quality assurance solutions with the aim
of contributing to the realization of a sustainable society
with little food loss, and a society where anyone can live
their lives in safety without worry.

Solving
social
issues

Increasing the sophistication of quality assurance
for food and pharmaceuticals to achieve:

+ A safe and secure society

+ A sustainable society with little food loss

-

Customers f/

T EASEE NN

Anritsu Automatic electronic

weighing machines systems

Strengths

X-ray inspection

Quality management/
control systems

Metal detectors Checkweighers

* High-speed, high-precision, quality inspection technology for production lines

* Engineering capability to adapt inspection equipment to various food manufacturing environments
« Extensive maintenance service system and experienced maintenance engineers in Japan

* Past record and top-class market position in the food inspection market in Japan

J
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—— Corporate Governance

Corporate Governance Structure

Company with an Audit & Supervisory Committee

General Meeting of Shareholders

| Audit & Supervisory Committee l Board of Directors
lManagement Audit Depar‘tment‘ Corporate Nominating Committee
Gov_e|_'n_ance Compensation Committee
Division

Accounting Auditors l

Independent Committee

| Management Strategy

| Global Audit Department Conference Enforcement Organs
Group Heaquuarters Test an(Ij Measurement PQA Business Group Other Subsidiaries, etc.
Functions Business Group

Initiatives to Strengthen Corporate Governance

Anritsu has always employed an advanced April Establishment of Corporate Governance Department
corporate governance structure. The (functional integration into Management Strategy Center)
Company introduced an executive officer May Start of Board of Director Effectiveness Evaluations
system in 2000. Also, as part of its (conducted every year)

thorough approach to IR, Anritsu established . } ] )

K April Review of agenda items for the Board Meeting
an IR Department in 2001 to conduct (raising of criteria for inclusion in agenda, etc.)
engagement with the market. In 2004, the
Company acted ahead of other companies
to establish a Compensation Advisory
Committee that later became the
Compensation Committee, and in 2005
invited outside directors. In 2015, Anritsu
opted to become a company with an Audit
& Supervisory Committee. This early
adoption made Anritsu the second listed
company to do so.

This series of actions went well beyond 2015
the movement to strengthen corporate
governance that accelerated in Japanese
companies from 2014.

2016

October  Establishment of Anritsu Corporation
Basic Policy on Corporate Governance

June Introduction of Performance-linked Stock Compensation
Program (change from previous SOP program)

June Appointment of lead independent outside directors,
establishment of Independent Committee

June Establishment of Management Audit Department

June Transition to the structure of a company with
an Audit & Supervisory Committee

January Establishment of Nominating Committee

June Increase in number of outside directors to three

June Increase in number of outside directors to two

2010

April  Establishment of an internal audit department (Internal Control Improvement Center)
(Currently Global Audit Department)

June Invitation issued to one outside director

2005

March  Establishment of Compensation Advisory Committee
(change of name to Compensation Committee in January 2016)

April  Establishment of IR Department (IR Promotion Center)

2000 June Adoption of executive officer system
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Criteria for Selection of Directors

ll Selection of Internal Directors

The Company considers internal director candidates who have
advanced expertise who can be expected to display high com-
petence in business execution, and to contribute to business
performance. Viewing human resources in light of “Anritsu
Value,” the Company comprehensively evaluates self-aware-
ness as a leader of the Company, understanding of the
Company’s management philosophy, personal capacity, ability
to take action, imagination, ethical sense, and other factors.

Reasons for Selection of Internal Directors

ll Selection of Outside Directors

From the perspectives of the balance of knowledge and expe-
rience of the Board of Directors as a whole and of incorporat-
ing the viewpoints of diverse stakeholders into the oversight
and appropriate management of the Group'’s business activi-
ties, the Company comprehensively judges candidates with
consideration of diversity of fields of expertise, backgrounds,
and other factors, also taking into account independence from
the Company.

Reasons for Selection of Outside Directors

Name Reason for selection Name Reason for selection
Hirokazu | Tasked with product development and domestic/overseas marketing at Takaya Mr. Seki was deemed qualified as an outside director for his abundant
Hamada the Test and Measurement Business Group, Mr.Hamada currently leads the Seki knowledge and outstanding insight as a specialist in global corporate
entire Anritsu Group business as the Company’s Representative Director, governance.
President and Anritsu Group CEO. Mr. Hamada was deemed qualified
as a board of director for possessing broad knowledge and experience
in business operations that include industrial and technological trends.
Akifumi Having had been in charge of the Accounting & Control Department
Kubota for the Company and averseas subsidiaries, anq I\/Ir.Kubo.ta. s now Kazuyoshi | Mr. Aoki was deemed qualified as an outside director for having spe-
responsible for finance strategy and Group business administration as Aoki cialized knowledge, abundant experience of and remarkable insight
CFO and Chief Corporate Ofﬂcer: Mr. Kubota was deemed qual.\ﬁed as oKl into finance and accounting from his background as a manager respon-
a board of director for his extensive knowledge and experience in the sible for finance and accounting of a listed company, and also for hav-
areas of finance, accounting, and corporate governance. ing a wealth of experience in global business. '
Masumi Mr. Niimi is tasked with production management, corporate planning
Niimi and overseas subsidiary management at the Product Quality Assurance
(PQA) Business. He currently leads the PQA Business as a group execu-
tive and as the President of the subsidiary Anritsu Infivis Co., Ltd. Mr. Norio Mr. Igarashi was deemed qualified as an outside director for his special-
Niimi was deemed qualified as a board of director for demonstrating his Igarashi ized knowledge and abundant experience in finance and accounting as
strong leadership in managing the PQA Business. a certified public accountant and university professor as well as for his
wide-ranging expertise in management from his experience as an out-
Takeshi Mr. Takeshi Shima has wide-ranging knowledge and experience con- side auditor of a listed company.
Shima cerning global business, and currently exerts leadership in the Test and
Measurement Business as the President of the Test & Measurement
Company. Mr. Shima was deemed qualified as a board of director for
demonstrating his strong leadership in Anritsu Group’s core Test and Keiko Ms.Shimizu was deemed qualified as an outside director for her special-
Measurement Business. Shimizu ized knowledge and abundant experience in finance and accounting as
3 . - - - a certified public accountant and university professor as well as for her
Toshisumi | Mr. Taniai was deemed qualified as a director for his broad knowledge wide-ranging expertise in the areas such as information security and so
Taniai and experience in the areas of corporate planning, corporate gover- forth.
nance, and compliance, having overseen the Group business adminis-
tration as Chief Corporate Officer. He also has a wealth of experience
obtained as Director of the Company.

Composition and Activities of the Advisory Committees

Organization

Audit & Supervisory Committee

Nominating Committee

Compensation Committee

Independent Committee

Composition

]
* [ ]
Norio Igarashi ¥t
Keiko Shimizu

® Toshisumi Taniai

o O
%A A
Takaya Seki v

® Hirokazu Hamada

® Akifumi Kubota

Kazuyoshi Aoki
Norio Igarashi
Keiko Shimizu

° o
A A A

Kazuyoshi Aoki s Takaya Seki
® Hirokazu Hamada Norio Igarashi
® Akifumi Kubota Keiko Shimizu

*
Takaya Seki ¥¢
Kazuyoshi Aoki

Norio Igarashi
Keiko Shimizu

Purpose

Anritsu established the regulations for the
Audit & Supervisory Committee system
and the accompanying subsidiary rules
and at the beginning of the term, the
selection of chairperson, the selection of
full-time directors, the allocation of audit-
ing work, and other matters necessary to
carry out the duties of the Audit &
Supervisory Committee members are
agreed. The committee reviews the audit
results of the previous fiscal year, evalu-
ates risks of management concerns for
the current fiscal year, and deliberates on
and formulates audit policies, priority
audit items, annual audit plans etc.

Bears the duties of supplementing
the role of the Board of Directors in
the appointment, selection, removal,
and dismissal of directors and execu-
tive officers, and improving validity
and transparency in the appoint-
ment, selection, removal, and dis-
missal of directors and executive
officers.

Bears the duties of supplementing
the role of the Board of Directors in
determining compensation for direc-
tors and executive officers, and
improving the fairness, validity, and
transparency of compensation.

Composed of four independent out-
side directors; holds twice-yearly
regular meetings as well as confer-
ences before and after meetings of
the Board of Directors as needed,
with the aim of ensuring the super-
visory functions of the Company
from an independent standpoint.

Number of times
convened in the

fiscal year ending
March 31, 2020

10

°
M Director

Outside Director

Y% Chairperson
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Corporate Governance

Basic Concept on Corporate Governance

By flexibly and speedily responding to changes in the business
environment and enhancing Anritsu’s competitiveness as a
global company, the Company aims to achieve continuous
growth with sustainable superior profits, as well as increases
in corporate value over the medium- to long-term.

Throughout the process, the Company will maintain an
awareness of the duties it bears toward shareholders, employ-
ees, clients, business partners, creditors, local communities,
and other diverse stakeholders. Furthermore, with the goals of
transparent, fair, speedy, and resolute decision-making and
appropriate and timely information disclosure, the Company
will maintain a structure and frameworks for corporate gover-
nance and will work continually toward the advancement and
enhancement of them.

l Corporate Governance Structure

As its structure for corporate governance, the Company has
adopted the structure of a company with an Audit & Supervisory
Committee and has set up a Board of Directors, Audit &
Supervisory Committee, and Accounting Auditor, with the aim of
further strengthening audit and supervisory functions.

As part of a highly specialized manufacturing industry that
calls for on-site-oriented sensibilities and swiftness in business
execution, the Company has introduced an executive officer
system and has separated the decision-making and oversight
functions of the Board of Directors from the business execu-
tion functions of executive officers.

The Board of Directors is composed of nine directors, five of
whom are not involved in business execution (with four of the
five being independent outside directors). Of note, the atten-
dance rate of outside directors at Board of Directors meetings
in FY2019 was 100%.

Board of Directors

As a management decision-making body, the Board of Directors
makes determinations on important matters including manage-
ment policy and management strategy for the Group as a
whole, while also monitoring and supervising the execution of
operations by organizations that execute business.

The Company has strengthened the monitoring and supervision
functions of the Board of Directors through the inclusion of multi-
ple outside directors into the board. In Board of Directors’ meet-
ings, directors who possess wide-ranging knowledge and
experience express opinions regarding agenda items proposed by
company management from their respective viewpoints and
engage in active discussion. The current Board of Directors consists
of five internal directors and four outside directors (with both
groups including directors who are Audit & Supervisory Committee
members), for a total of nine Board of Directors members.

l Methods for Evaluating the Efficacy of the
Board of Directors

Every year, the Company conducts a review of the effectiveness

of the Board of Directors with respect to items specified in the

Basic Policy on Corporate Governance, and undertakes measures

FY2019/Main Themes for Deliberation at the Board of Directors/
Number of Reports Submitted

Category FY2019
Management Strategy/Sustainability/Governance/General Meeting of 20
Shareholders

Business Related 26
R, SR 6
Budget/Settlement of Accounts/Dividends/Finance Related 26
Internal Control/Risk Management/Compliance Related 5
Human Resource/Nomination/Compensation 14
Audit & Supervisory Committee/Accounting Auditor 3
Individual Projects (Investment and Loan Projects etc.) 1
Total 101
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to improve effectiveness. This evaluation of the effectiveness of
the Board of Directors takes place over the span of four to five
months every year, progressing from reaffirmation of issues from
the previous fiscal year to evaluation of the status of actions and
the degree of improvement. This is followed by discussions of
whether any points in the previous year’s evaluation methods or
evaluation items should be changed for the current fiscal year.
The discussion is deepened through exchanges of opinions within
the Board of Directors, where issues are shared, and the out-
comes are connected to initiatives for the following year.

ll Results of Evaluating the Efficacy of the Board
of Directors

Every year, the Board of Directors carries out an analysis and

evaluation of the effectiveness of the Board of Directors,

based on factors including self-assessments by directors. The

main results of evaluation of FY2019 are as follows.

The Board of Directors of the Company affirmed that its compo-
sition is appropriate in terms of the presence and number of inter-
nal and outside management personnel. This is to enhance the
Company’s global management structure with the aim of business
expansion and taking into account the source of the Group's cor-
porate value. It also affirmed that structures are in place for con-
ducting constructive discussions and decision-making concerning
key matters involving the management of the Group and for
supervising business execution by directors. The board further con-
firmed that directors who are constituent members of the Board of
Directors, Audit & Supervisory Committee, Independent
Committee, Nominating Committee, and Compensation
Committee fully understand the roles that they should carry out to
achieve improvement of corporate value and continuous growth
with sustainable superior profits for the Group, and that, in respec-
tive committee meetings, the directors display insight and expert
knowledge based on diverse experience and that all, internal and
outside directors alike, engage in active discussions.

Conversely, issues identified for further enhancement of effec-
tiveness include increasing the number of opportunities to hear
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from business executives in subsidiaries regarding strategies, prog-
ress, and other management issues concerning the subsidiaries, to
deepen appropriate involvement of the Board of Directors in busi-
ness execution of the Group as a whole. Initiatives aimed at address-
ing and mitigating these issues were shared among all directors.

In response, the Board of Directors of the Company will
enact necessary measures to further improve the effectiveness

Corporate Value Creation
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of the board with respect to issues based on the evaluation
and review of effectiveness, and will work toward improve-
ments without being bound by precedent.

The Company intends to continue conducting regular evalu-
ations of the effectiveness of the Board of Directors, and will
continue to pursue the ideal for the Company by aiming to
achieve better corporate governance.

Meetings Held for the Board of Directors and its Advisory Committees (FY2019)
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System of Officer Compensation

Under the policy stated below, the composition and level of
officer compensation, etc. are determined with reference to
data on officer compensation from external research organiza-
tions, while also taking into account a balance between basic
compensation according to responsibilities and perfor-
mance-linked compensation, with the primary aim of compen-
sation to function effectively as an incentive for the
improvement of business performance and the increase of
medium- to long-term corporate value every fiscal year.

e The scheme and its content should lead to the enhancement
of motivation to achieve management objectives and sus-
tainably improve corporate value

e The scheme and its content should attract and retain talent-
ed, diverse personnel who are sought after as officers of
global corporations.

e The Company will ensure the validity and objectivity of the
decision-making process and the balanced allocation of
compensation, etc.

The current scheme for officer compensation, etc. sets busi-
ness performance-linked compensation to the equivalent of

50% of the basic compensation, as a structural feature to
motivate officers in sharing a profit orientation with share-
holders and in engaging in management from an awareness
of performance and stock price from a medium- to long-term
perspective. However, it limits directors who do not engage in
execution of business (including outside directors) to fixed
compensation only.

The performance-linked compensation is composed of mon-
etary compensation (bonus equivalent to 30% of basic com-
pensation) and non-monetary compensation (stock
compensation equivalent to 20% of basic compensation)
through an incentive plan employing trusts —i.e., it consists of
a bonus as short-term performance-linked compensation and
stock compensation as medium- to long-term perfor-
mance-linked compensation.

The Company conducts evaluations in light of factors including
the level of distribution of surpluses for the fiscal year under evalua-
tion, degree of achievement of numerical targets involving man-
agement metrics, and degree of achievement of management
objectives that include non-financial perspectives set in advance.

Compensation, etc. of Directors

Amount of Amount of compensation, etc. by type (millions of yen)
Officer classification comp:::.atlon, Basic compensa- Performance-linked compensation Ng;r;itg:sof
(millions of yen) tion Bonus Stock compensation Subtotal
Directors
(excluding Audit & Supervisory Committee 222 116 80 26 106 6
Members and Outside Directors)
Directors on the Audit & Supervisory Committee 23 23 o . . )
(excluding Outside Directors)
Outside Directors 30 30 — — — 6

Notes: 1. In addition to the above payments, there is an amount equivalent to the employee salary (including bonuses) of ¥9 million for directors who concurrently serve as employee.
2. Anritsu does not pay bonuses or stock-based compensation to directors and outside directors who are members of the Audit & Supervisory Committee.
. The above number includes four directors (excluding those who are Audit & Supervisory Committee members and of which two are outside directors) who retired at the conclu-
sion of the 93rd Ordinary General Meeting of Shareholders held on June 26, 2019, and two Audit & Supervisory Committee members (of which one is an outside director).
4. None of the officers of the Company has a total of 100 million or more in consolidated compensation, etc. (including compensation as officers of major consolidated subsidiaries).

w
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Takaya Seki

Outside Director

Group CEO

Hirokazu Hamada

Representative Director,
President of Anritsu

—— Three-Way Discussion: President and Outside Directors

Kazuyoshi Aoki

Outside Director

Outside Director Takaya Seki and Outside Director Kazuyoshi Aoki, who have deep knowledge of
global business, and President Hirokazu Hamada exchanged thoughts on the current business situa-
tion and issues in order to improve the effectiveness of governance as the Anritsu Group expands its
business globally. The discussion was carried out in remote format in July 2020.

Hamada: Thank you for making time for this discussion in
your busy schedule. Given the conditions of the COVID-19
pandemic, we will hold our exchange of ideas in remote for-
mat. Regarding the pandemic, we set the lives of employees
as our highest priority and moved very quickly taking actions
such as recalling of staff stationed overseas. In the end, our
actions were by no means too early. Through the experience,
we affirmed the importance of thinking one step ahead in our
actions to avoid risks in terms of both safety and business.

Aoki: The Company’s response to the pandemic, including the
adoption of telecommuting, was surprisingly quick. From the
standpoint of maximum efficiency in employees’ work, how-
ever, there is still a need to review work styles.

Hamada: We looked at telecommuting as the ideal way of
working, but its mental impacts to employees are still uncer-
tain, and a number of problems remain to appear. Appraising
employee output under telecommuting is also an issue, which
we will address through further review.

Seki: The proliferation of telecommuting could present a busi-
ness opportunity for the Company, and spurring of new ways
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of working has expanded its potential even further. | hope that
the Company will make full use of this experience to connect
it to further development in the future, following the principle
of using concern in a crisis to motivate us to prepare.

Aoki: We have kept the impacts of the virus on the Company
to a minimum, but we need to continue checking risks with-
out failing.

Hamada: That is absolutely right. Communicating with cus-

tomers has become difficult, but | want to keep assessing the
situation and handle it appropriately.

Global Corporate Group Governance and
Financial Management

Hamada: It is my intention to follow the opinions of our
Outside Directors, and do my best to incorporate them into
our management. Your sincere opinions on governance in the
Group management are appreciated.
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Seki: The most important responsibility that we Directors
carry is the proper management of corporate assets. As Group
companies themselves are investment assets of the Company,
we have to manage Group companies as a single entity.

Aoki: A global company should achieve management that
commits to high ethical standards and a spirit of legal compli-
ance in every country and region, and all of a global compa-
ny's domestic and foreign subsidiaries have to be operated
under the leadership of the company. Toward that end, three
principles are important: “sublime ideas,” “organizations to
support activities,” and “monitoring.”

What matters here is unifying funds through means includ-
ing the introduction of global cash management, and being
mindful of capital costs. Thinking from this point, | support the
use of ACE (Anritsu Capital-cost Evaluation: Net operating
profit after tax — Cost of capital (5%)) as the Company’s busi-
ness management metric.

Hamada: Regarding the management of overseas Group
companies, this is something that we have struggled with for
a long time, making step-by-step progress through trial and
error. Thus far, we have emphasized face-to-face communica-
tion as important but the pandemic has made it difficult. We
will have to proceed through trial and error to find out how to
make governance work from here on out.

Aoki: | recognize that the Company has established good
communications with our overseas subsidiaries. The current
situation is not perfect however, | look forward to further
refinement.

Seki: In management of the Group, how to balance the cen-
tralization and decentralization of authority to maximize syner-
gies will be a key issue. Looking at the Company’s choice of
"Global Headquarters Building” as the name of the new head
office building completed in 2015, | can feel the willingness
that we will improve governance as a global company.

Corporate Value Creation

The Progress of Technology and the
Company'’s Business

Hamada: Our Company has a history of 125 years, and it is
still important that we continue pursuing cutting-edge tech-
nology. It is a natural thing to concentrate on current business,
but | want the Company to build up technology with an eye to
the future.

Seki: The rapid progress of technology represents not only
business opportunities but risks as well. It is important that
we engage organically in activities while we formulate a
strategy that views our businesses as a portfolio, construct a
defense line to ensure the efficacy of internal control, and
remain mindful of the efficacy of corporate governance in
headquarters.

Business Review H ESG Fact Sheet

Aoki: Regardless the size of a company, evolution of technolo-
gies can mean great opportunities. It is necessary to pull the
whole Company in a direction of seeking to create true tech-
nological innovation. We have to invest management resourc-
es under a clear division between technological innovation, for
refining existing products, and technological innovation, for
the purpose of new businesses.

The Aims of Anritsu’s Group Management

Hamada: There’s a lot more to be said, but to wrap things up,
please tell me about the Group’s future goals from here on out.

Aoki: The mission of a company is to increase corporate value
over the medium- to long-term. From the premise that a com-
pany must satisfy all of its stakeholders, the shareholders who
receive the final distribution of profits must be satisfied as
well. It is important to meet the expectations of shareholders
while valuing every stakeholder, such as for example, provid-
ing customers with high-quality services and providing
employees with comfortable workplaces.

Seki: | agree with that. Five years ago, the Company adopted
the structure of a company with an Audit & Supervisory
Committee, to build an agile execution structure and strength-
en supervisory functions. Under this structure, the manage-
ment team has to demonstrate abilities in order for
stakeholders to receive maximum benefits. | also believe that
our relationships with local communities are important. We
should take pride in the trust that we enjoy from communities,
and | hope that we can continue building good relationships.

Hamada: Without the trust of stakeholders, our measuring
instruments and other products will not earn the trust of the
society. We want our Company to be one that carries out its
responsibilities and contributes to the future through business
while never pursuing improper gains. We will continue acting
with “Sincerity, Harmony, and Enthusiasm,” as set out in our
Company philosophy, and will aim to remain a Company that
is needed by society and a Company that aids in creating a
better future.

Takaya Seki

Outside Director

Worked at Toyo Trust and Banking Co., Ltd. (Currently Mitsubishi UFJ Trust and
Banking Corporation) and Mizuho Securities Co., Ltd. Subsequently, became
Professor at Rissho University Faculty of Business Administration. Holds a PhD
(Economics) from Kyoto University. Has served as an Outside Director of Anritsu since
2011 (incumbent). Possesses extensive knowledge and insight, primarily in the
research domain of global corporate governance.

Kazuyoshi Aoki

Outside Director

Joined Kao Soap Co., Ltd. (Currently Kao Corporation) in 1979, where he served as
Senior Manager of the IR Department (Accounting and Finance Center), Senior
Manager of the Accounting and Finance Division, and Executive Officer in charge of
Accounting and Finance. Has served as an Outside Director of Anritsu since 2019
(incumbent). Possesses a record of experience in introducing advanced management
methods, including global cash management and EVA.
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—— Directors and Executive Officers

Representative Director

1

Director

Director

Hirokazu Hamada

Apr. 1988 Joined the Company
Apr. 2004  Senior Manager of 1st Development
Dept. of IP Network Div., Measurement
Business Group
Apr. 2011 Vice President of Anritsu Company (USA)
Apr. 2015 Vice President of the Company
General Manager of R&D Div.
Apr. 2016 Senior Vice President
Vice President of Measurement Business
Group
General Manager of Measurement
Business Div.
Apr. 2017  Executive Vice President
President of Measurement Business
Group
Jun. 2017 Director of the Company
Apr. 2018  Representative Director, President
President (Executive Officer) (Incumbent)
Jun. 2018 Representative Director (Incumbent)
Apr. 2019 Anritsu Group CEO (Incumbent)

Director

Akifumi Kubota

Apr. 1983 Joined the Company

Apr. 2007  Senior Manager of Accounting &
Control Dept.

Apr. 2010 Vice President
Chief Financial Officer (CFO) (Incumbent)

Jun. 2013 Director of the Company (Incumbent)

Apr. 2017  Senior Vice President

Oct. 2017  President of Anritsu U.S. Holding, Inc.

Apr. 2018 Chief Corporate Officer (Incumbent)
General Manager of Global Corporate
Headquarters

Apr. 2019 Executive Vice President (Incumbent)

Oct. 2019  President of Anritsu U.S. Holding, Inc.
(Incumbent)

Masumi Niimi

Apr. 1983 Joined the Company

Jun. 2006  Senior Manager of Manufacturing
Dept., Manufacturing Div., Anritsu
Industrial Solutions Co., Ltd. (Currently
Anritsu Infivis Co., Ltd.)

Jun. 2008  President of Anritsu Industrial Solutions
Thailand Co., Ltd. (Thailand)

Apr. 2011 Senior Manager of Planning Dept.,
Anritsu Industrial Solutions Co., Ltd.
(Currently Anritsu Infivis Co., Ltd.)

Apr. 2012 Vice President of Anritsu Industrial
Solutions Co., Ltd.

Apr. 2016 Vice President of the Company
President of PQA Business Group
(Incumbent)

Representative Director, President of
Anritsu Infivis Co., Ltd. (Incumbent)

Apr. 2018  Senior Vice President of the Company
(Incumbent)

Jun. 2018  Director of the Company (Incumbent)

Director*

Director*

Takeshi Shima

Apr. 1988 Joined the Company
Apr. 2009  Senior Manager of APAC Team Business
Development Dept., Marketing Div.
Apr. 2012 Senior Manager of Wireless Device
Manufacturing Solution Dept.,
Marketing Div.
Apr. 2014 Senior Manager of Project Team 3
Product Marketing Dept., Marketing Div.
Apr. 2016 Director of Global Business Development
Dept., Measurement Business Div.
Apr. 2017 Vice President (Incumbent)
Chief Global Sales Officer
General Manager of Global Sales Center
Oct. 2017 General Manager of APAC Sales Center
Apr. 2019 President of Anritsu Americas Sales
Company
Jun. 2019 Director of the Company (Incumbent)
Apr. 2020 Senior Vice President (Incumbent)
Test & Measurement Company
President (Incumbent)
Director of Global Business
Development Dept., Test &
Measurement Company (Incumbent)
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Takaya Seki

Apr. 1977 Joined Toyo Trust and Banking Co., Ltd.
(Currently Mitsubishi UFJ Trust and
Banking Corporation)

Mar. 2001 Resigned from Toyo Trust and Banking
Co., Ltd.
Joined Mizuho Securities Co., Ltd.

Oct. 2001  Senior Research Manager and Chief
Researcher, Japan Investor Relations and
Investor Support, Inc.

Apr. 2006  Lecturer at Meiji University Graduate
School of Global Business (Incumbent)

Jun. 2008 Resigned from Mizuho Securities Co.,
Ltd. and Japan Investor Relations and
Investor Support, Inc.
Managing Director of Corporate
Practice Partners, Inc.

Mar. 2009 PhD (Econ), Kyoto University

Jun. 2011 Outside Director of the Company

Jun. 2015 Outside Director of the Company (Audit
& Supervisory Committee Member)

Feb. 2017 Director of Corporate Practice Partners,
Inc. (Incumbent)

Apr. 2017  Professor, Rissho University Faculty of
Business Administration (Incumbent)

Jun. 2019 Outside Director of the Company
(Incumbent)

Kazuyoshi Aoki

Apr. 1979 Joined Kao Soap Co., Ltd. (Currently
Kao Corporation)

Feb. 1994 Manager of Finance and Accounting
Div., Wakayama factory, Kao Corporation

Jul. 2001 Senior Manager of IR Dept., Accounting
and Finance Center, Kao Corporation

Mar. 2003  Controller of International Household
Div., Kao Corporation

Mar. 2005 Vice Chairman of the Board and Vice
President, Kao (China) Holding Co., Ltd.

May. 2007 Senior Manager of Accounting and
Finance Div., Kao Corporation

Jun. 2012 Executive Officer in charge of Accounting
and Finance, Kao Corporation

Jan. 2017 Resigned Kao Corporation

Jun. 2019 Outside Director of the Company
(Incumbent)
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Director*
(Audit & Supervisory Committee Member)

Director*
(Audit & Supervisory Committee Member)
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Director
(Audit & Supervisory Committee Member)

Norio Igarashi

Apr. 1977 Registration of CPA

Jul. 1988  Representative Partner of Aoyama Audit
Corporation

Sep. 2006 Representative Partner of Aarata Audit
Corporation (Currently
PricewaterhouseCoopers Aarata LLC)

Mar. 2007 Resigned from Aarata Audit Corporation

Apr. 2007  Professor, Graduate School of
International Social Sciences,
YOKOHAMA National University

Mar. 2013 Outside Corporate Auditor of Kao
Corporation

Apr. 2014 Visiting Professor, Center for Economic
Growth Strategy, YOKOHAMA National
University (Incumbent)

Jun. 2016  Outside Director (Audit & Supervisory
Committee Member) of Mitsubishi UFJ
Securities Holdings Co., Ltd.
(Incumbent)

Mar. 2017 Resigned as outside Corporate Auditor
of Kao Corporation

Jun. 2017  Outside Director of the Company (Audit
& Supervisory Committee Member)
(Incumbent)

Keiko Shimizu

May 1979 Joined Price Waterhouse (Currently
PricewaterhouseCoopers Aarata LLC)

Feb. 1982 Resigned from Price Waterhouse

Apr. 1982 Joined Chuo Audit Corporation (Later
renamed MISUZU Audit Corporation)

Sep. 1982 Registration of CPA

Apr. 2007  Resigned MISUZU Audit Corporation

May 2007  ShinNihon LLC Audit Corporation
(Currently Ernst & Young ShinNihon LLC)

Oct. 2010 Resigned ShinNihon LLC Audit
Corporation

Nov. 2010 Joined Consist Inc.

Oct. 2012 Resigned Consist Inc.

Nov. 2012 Established Shimizu CPA Office
(Incumbent)

Apr. 2016 Professor, Department of Business
Administration, Faculty of Economics,
Teikyo University (Incumbent)

Jun. 2019  Outside Director of the Company (Audit
& Supervisory Committee Member)
(Incumbent)

Toshisumi Taniai

Apr. 1981 Joined the Company

Jul. 2004 Senior Manager of Sales Support Dept.,
Sales Div.

Apr. 2009  Vice President
Senior Manager of Human Resource
and Administration Dept.

Apr. 2011 Chief Corporate Officer

Jun. 2011 Director of the Company

Apr. 2013 General Manager of Management
Strategy Center

Apr. 2015 Senior Vice President

Apr. 2017 Executive Vice President
Director of Appliance Business Dept.

Apr. 2018  Senior Executive Officer

Jun. 2019 Resigned as Senior Executive Officer
Director of the Company (Audit &
Supervisory Committee Member)
(Incumbent)

* Outside Directors as specified in Japan's Company
Act, Article 2-15

Executive Officers

Hirokazu Hamada*
Representative Director
President

Group CEO

Akifumi Kubota*
Executive Vice President
CFO

Chief Corporate Officer

Masumi Niimi*
Senior Vice President
PQA Business Group President

Takeshi Shima*
Senior Vice President
Test & Measurement Company President

Yasunobu Hashimoto
Vice President
Sensing & Devices Company President

Hiroyuki Fujikake
Vice President
Chief SCM Officer

Yoshiyuki Amano
Vice President
Chief Global Sales Officer

Tsutomu Tokuke
Vice President
Environmental Measurement Company President

Akihiro Harimoto

Vice President

Chief Test & Measurement Company Sales Officer
Chief Environmental Measurement Company Sales
Officer

Tetsuo Kawabe
Senior Executive Officer
Management Audit Dept.

Yukihiro Takahashi

Senior Executive Officer

Test & Measurement Company Vice President

Chief Network Monitoring Solution Business Officer

Akio Takagi
Senior Executive Officer
Chief Environment and Quality Officer

Toru Wakinaga
Senior Executive Officer
Management Audit Dept.

Masahiko Kadowaki
Senior Executive Officer
Management Audit Dept.

Olaf Sieler
Executive Officer
Chief Business Development Officer

Hanako Noda

Executive Officer

CTO

General Manager of Advanced Technology Research
Center

Takashi Sakamoto
Executive Officer
Chief Human Resource and Administration Officer

Shunichi Sugita
Executive Officer
Chief Business Strategy Officer

Y¢ Concurrently serving as director
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Tackling Climate Change

ll Targeting About 30% Private Generation of
Renewable Energy through Anritsu Climate
Change Action PGRE 30

Anritsu Corporation has formulated “Anritsu Climate
Change Action PGRE 30 (hereinafter “PGRE 30"*")" as a
new initiative for reducing greenhouse gas emissions. PGRE
30 will directly reduce greenhouse gas emissions through
the use of renewable energy. Private generation of renew-
able energy ratio accounted for 0.8% of the Anritsu
Group's electricity consumption** in FY2018 and we will
raise this to about 30% by around 2030.

In FY2019, due to the addition of 57kW of solar panels
in the Atsugi premises in January 2020 the ratio of private
power generation reached 0.9%. In September 2020,
1,100 kW of solar panels will be installed in the United
States and as a result, in FY2020 the private power genera-
tion ratio is expected to be 4.3%.

PGRE 30 is Anritsu’s ambitious attempt to exceed Ja-
pan’s 2030 renewable energy target of 22 % to 24% (7%
of which is from solar generation).

Target 7.2 in Goal 7 of the Sustainable Development
Goals (SDGs) promotes increasing substantially the share of
renewable energy in the global energy mix by 2030. PGRE
30 is Anritsu’s own unigue contribution to directly expand-
ing the use of renewable energy by introducing the solar
panel that will be con-
sumed by the Anritsu
Group's principal busi-
ness sites—Atsugi in
Kanagawa, Japan,
Koriyama in Fukushima,

Japan, and Morgan
Hill, California, in the

Solar power generation facility under
construction at Morgan Hill

Private Generation of Renewable Energy Ratio
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*Private Generation of Renewable Energy Ratio = solar power consumption/electrical
power consumption (FY2018)
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U.S. We believe this initiative will help to achieve the goals
and targets in the SDGs.

I Background to the Approach

As a countermeasure to the problems of climate change
and man-made global warming, the Paris Agreement
(COP21) was formulated in 2015 with the goal of reducing
greenhouse gas emissions to ensure that the rise in average
temperatures does not exceed 2°C compared to pre-indus-
trial levels. This approach was set as a key issue within the
SDGs adopted by the UN that same year.

13 ienov

L3 2

Anritsu submitted its plan to reduce greenhouse gas

emissions to the Science-Based Target (SBT) initiative** and
it was approved in December 2019 as a plan matching pro-
posed reduction scenarios based on IPCC** climate science.
The Anritsu Group'’s greenhouse gas emission reduction
targets that received SBT approval are as follows.
e Scope 1 & 2: Reduce greenhouse gas emissions by 30%
compared to FY2015 levels by FY2030
e Scope 3: Reduce greenhouse gas emissions connected to
the use of products and services purchased and products
sold by 30% compared to FY2018 levels by FY2030
Although the purchase of renewable energy credits/cer-
tificates (RECs) was also considered for implementing this
plan, we formulated PGRE 30 with a focus on generating
renewable energy in-house as part of our initiatives for
realizing the SDGs.

SCIENCE
BASED
' TARGETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

*1 PGRE 30: “PGRE" refers to Private Generation of Renewable Energy and “30" refers
to the target of 30% Private Generation of Renewable Energy by around 2030.

*2 Electricity consumption of AT Techmac Co., Ltd. is excluded because it is not a whol-
ly-owned subsidiary.

*3 SBT initiative
A joint initiative encouraging companies to set reduction targets that are in line
with scientific knowledge to ensure that the rise in average temperatures does not
exceed 2°C, or if possible 1.5°C, compared to pre-industrial levels.

*4 |PCC
Abbreviation of Intergovernmental Panel on Climate Change.
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Harmonizing with Global Society

Bl Social Issues as a Background

The Anritsu Group supports the universal principles of human
rights and labor. Since 2006, we have participated in the United
Nations Global Compact, which puts these principles into prac-
tice. As a signatory dedicated to solving social issues—including
the SDGs—we are promoting efforts aimed at advancing
respect for human rights and diversity. In order to better secure
human resources in an aging society with a declining birth rate,
and to respond to the risks and needs of a diversifying market,
we believe it is increasingly important for companies to pro-
mote diversity management. For the Anritsu Group, which has
overseas sales that account for 66% of total sales, fulfilling our
long-term vision of remaining the leader in the global market,
while also maintaining our current business activities, requires
us to create an environment in which a diverse group of
employees can work actively and mutually share their values.

DECENT WORK AND
ECONOMIC GROWTH GOODHEALTH

5 fiki

¢

I Anritsu’s Human Resources Concept

In the Anritsu Group, human resources are an essential asset. We
believe that supporting diverse human resources innovation and
solving social issues through our business will lead to greater corpo-
rate value. Recognizing this, we announced a Diversity Policy and
have promoted diversity through measures including gender equali-
ty; supporting the active involvement of female employees; promot-
ing a healthy life-work balance; encouraging the hiring of
employees with disabilities; hiring foreign employees; supporting
the involvement of senior employees and more. We are energetically
striving to support diversity by hiring and promoting diverse human
resources and adopting a global human resources management sys-
tem. Also, the Anritsu Group is pursuing reforms to the labor envi-
ronment and labor system for life-work balance of the employees.

Bl Promoting the Active Involvement of Female Employees

We are carrying out initiatives to allow female employees to pursue
their professional lives alongside their private lives and to more
directly contribute to the growth of our business and enhancement
of our corporate value. We are putting particular effort toward
career development and support for female employees who have
difficulty balancing work and home demands due to life events
such as childrearing or family nursing care. In FY2016, we set the
goal of raising the ratio of women hired in Japan to 20% of all

new recruits by 2020, while also further establishing a working
environment that supports female employees. In April 2020, we
achieved this goal. In terms of support for career advancement, we
also have initiatives such as increasing the number of participants in
our tier-based training system as well as training seminars that have
helped three female employees in FY2019 became company man-
agers. As a result, our ratio of female managers in FY2019 was
1.8%. In April of 2020, two female employees became company
managers. Going forward, we have announced a new goal, which
we would like to achieve by FY2023, to surpass the June, 2020
industry average of a 3.3% ratio* of women in management posi-
tions. Accordingly, we will devote continued effort to increasing
our number of female employees, supporting career development
for females, and creating an environment that fosters female
employees who take on central roles in the organization.

* Based on material released by the Ministry of Health, Labour and Welfare

Women as a Ratio of New Graduates Hired
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*Aggregate for the fiscal year in which recruitment was conducted

I Work-Style Reform Initiatives

The Anritsu Group moved quickly and took early steps to pro-
mote work-style reforms to respond to the social demands such
as responses for aging society with a declining birth rate, life-
work balance and globalization. We are promoting telecommut-
ing that helps free employees from working in a specific place at
a specific time while supporting workstyles that suit different val-
ues of employees and approaches to work. Also, the Anritsu
Group is pursuing reforms to the labor environment and labor
system, and working to spur innovation by improving productivi-
ty, all as part of work-style reforms with the goal of translating
these changes to greater corporate value.
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——— 11-Year Summary of Selected Financial/Non-Financial

ANRITSU CORPORATION AND CONSOLIDATED SUBSIDIARIES  Years ended March 31, 2010-2020.

Japanese Generally Accepted Accounting Principles (“J-GAAP") — International Financial Reporting Standards (IFRS) —

Financial Information Millions of yen Financial Information
FY2009 FY2010 FY2011

FY2011

For the year: For the year:

Revenue 73,548 77,853 93,586
g ' ' R 93,622
(Japan) 33,490 32,952 36,898 e(‘j‘;g:f]) 36933
(Overseas) 40,058 44,900 56,687 (Overseas) 56 689

Cost of sales 42,707 43,033 49,384 Cost of sales 44:397

Gross profit 30,840 34,819 44,202 Gross profit 49,225

Selling, general and Selling, general and

administrative expenses 26,257 27,825 29,787 administrative expenses 23,065

Operating Profit 4,583 6,994 14,414 Operating profit 14,000

Ordinary income (loss) 3,578 5,362 13,593 Profit (loss) before tax 13,094

Net income (loss) 385 3,069 10,180 Profit from continuing operations 7,972

Net cash provided by (used in) Net cash flows .fr.o.m (used in)

operating activities 7,970 9,229 15,871 operating activities ) 16,143
Net cash provided by (used in) Net cash flows from (used in)
investing activities (498) (1,432) (1,963) investing activities ) (2,174)

Net cash provided by (used in) Net cash flows from (used in)
financing activities 386 (6,049) (2,204) financing activities (2,264)
Free cash flow 7,471 7,797 13,908 Free cash flow 13,968
: : Capital expenditures 3,200

Capital expenditures 1,134 1,549 3,165 o L

Depreciation and amortization 2,979 2,589 2,555 Eggrzila:r:)sr;fwnd amortization ;ggg

R&D expense*' 9,387 9,380 10,012 P !

At year-end:

At year-end:

Total assets 111,287

Total assets 101,188 99,249 113,069 Total equity 46,818

Net assets ] 37,674 39,906 54,863 Cash and cash equivalents 39,596

Cash and cash equivalents 26,269 27,993 39,596 Interest-bearing debt 31,417

Interest-bearing debt 42,274 36,839 30,336

Per share: Yen Earnings per share:

Net income (loss) Basic earnings per share 62.17
Basic 3.02 24.09 79.39 Diluted earnings per share 56.33
Diluted 2.77 22.08 71.01 Cash dividends 15.00

Cash dividends — 7.00 15.00 Equity attributable to owners of parent 341.43

Total net assets 295.49 313.09 399.56 Key financial indicators:

Key financial indicators: Operating profit margin (%) 15.0
Operating income margin (%) 6.2 9.0 15.4 Return on equity (%)** 19.5
Return on equity (%)*2 1.0 7.9 215 Anritsu Capital—cos;c Evaluation
Anritsu Capital-cost Evaluation (millions of yen)’; » 5,163

(millions of yen)** 2,971) 1,908 9,194 Eeﬂi’” on assets (%) ] 7.5

Return on assts (%) o5 Euyarbuatle onesofparent |

Ratio of net assets_to totgl ass_ets (%*)5 37.2 40.2 48.5 Net debt-to-equity ratio (times)*® _

Net debt-to-equity rzimo .(t|me<i)6 0.43 0.22 — Interest coverage ratio (times)** 20.8

Interest coverage ratio (times) 12.7 13.2 30.7 Dividend payout ratio (%) 24.1

Dividend payout ratio (%) — 29.1 18.9 Ratio of total amount of dividends to equity

Dividends on equity (%)** — 2.3 4.2 attributable to owners of parent (%)*’ 4.9

Note: 1. The Anritsu Group has adopted IFRS since FY2012 and prepared consolidated financial statements in conformity with IFRS *1 R&D expense for FY2011 (IFRS) to FY2018 lists the amount invested in

2. With amendment of IAS 19, FY2012 actual figures have been restated based on the revised accounting policies retrospectively research and development, including partially capitalized development
3. Amounts less than ¥1 million are rounded down. expenses. Accordingly, it is not the same as R&D expense listed on the
Consolidated Statement of Profit or Loss and Other Comprehensive Income.
*2 Return on equity: Profit attributable to owners of parent / Equity attributable
to owners of parent (IFRS); Net income / Shareholders’ equity (J-GAAP)

Non-Financial Information FY2009 FY2010 FY2011

Social: Human resources Number of employees (figures in parentheses are the number of employees at overseas Group ¢ i 3, 589(1 ,31 5) 3,614(1 ,374) 3,681 (1 ,475)

Japan 1.4% 1.3% 1.3%
Ratio of women in management positions Americas 22.5% 23.1% 21.1%
(Women in management positions + total management EMEA 17.0% 16.0% 17.0%
positions) Asia, other 13.2% 15.3% 16.7%
Global total 8.9% 8.7% 8.9%
Anritsu Corporation Number of employees taking Male 0 0 0
childcare leave Female 11 6 9
Anritsu Corporation Number of employees returning Male 0 0 0
to work after childcare leave Female 2 10 4
Anritsu Corporation Ratio of employees returning to work and  Male — — —
retention rate after taking childcare leave Female 100% 100% 80%

Occupational Ratio of labor accidents (per one million hours)
health and safety 0.00 0.00 0.00
Environmental: CO: emissions (Scope1, 2) (t-CO.)* Global total — — —
Energy consumption (crude oil conversion basis) (kL) Global total 8,543 9,013 8,345
Water usage (m?) Global total 124,243 128,204 127,713
Excellent eco-products Number of registered equipment (cumulative) 25 27 28

* Scope 2 Guidance uses the market-based method.
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GLP2014 GLP2017 | G200 _g
Thousands of
Millions of yen U.S. dollars
FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2019
94,685 101,853 98,839 95,532 87,638 85,967 99,659 107,023 964,171
35,293 30,133 27,116 28,565 29,338 29,753 32,183 36,293 326,964
59,391 71,720 71,723 66,966 58,299 56,213 67,475 70,729 637,198
43,715 46,897 46,147 46,557 45,168 44,023 48,807 48,948 440,973
50,969 54,955 52,692 48,974 42,469 41,943 50,852 58,075 523,199
24,346 28,621 29,605 29,621 27,198 26,563 27,944 28,036 252,577
15,714 14,123 10,882 5,897 4,234 4,912 11,246 17,413 156,873
16,139 14,239 11,591 5,434 3,628 4,602 11,362 17,181 154,784
13,888 9,318 7,874 3,767 2,734 2,898 8,991 13,397 120,694
11,771 13,792 7,582 10,195 9,246 7,946 12,247 14,721 132,622
(5,030) (5,312) (6,049) (9,042) (3,665) (3,932) (616) (3.686) (33,207)
(10,035) (4,359) (11,234) 2,450 (2,758) (8,201) (2,052) (7,592) (68,396)
6,740 8,480 1,533 1,153 5,581 4,014 11,631 11,035 99,414
4,562 5,355 9,612 5,399 2,588 3,430 2,436 4,518 40,702
2,562 2,863 3,186 3,736 3,935 3,964 4,031 4,732 42,631
10,323 12,488 13,366 13,089 11,212 10,556 12,008 13,321 120,01
115,095 127,149 126,893 124,624 125,054 121,190 130,467 138,873 1,251,108
64,539 74,896 78,665 75,862 76,485 78,313 85,678 94,331 849,829
37,690 43,215 34,916 37,391 39,682 35,452 45,097 47,669 429,450
20,191 19,192 16,241 22,159 22,228 16,165 16,435 14,594 131,477
Yen U.S. dollars
98.41 64.93 55.72 27.38 19.65 20.97 65.20 97.20 0.88
97.03 64.89 55.72 27.38 19.65 20.97 65.16 97.16 0.88
20.00 20.00 24.00 24.00 15.00 15.00 22.00 31.00
450.36 522.54 572.04 552.26 556.40 569.54 622.87 685.25 6.17
16.6 13.9 11.0 6.2 438 5.7 11.3 16.3
25.0 13.3 10.2 49 3.5 3.7 10.9 14.9
9,440 4,759 2,453 (584) (1,569) (1,610) 3,970 8,403 75,703
12.3 7.7 6.2 3.0 2.2 2.4 7.1 9.9
56.1 58.9 62.0 60.8 61.1 64.6 65.6 67.8
— (0.32) (0.24) (0.20) (0.23) (0.25) (0.33) (0.35)
249 54.2 41.7 52.0 68.4 72.6 124.2 143.3
20.3 30.8 43.1 87.7 76.3 71.5 33.7 31.9
5.1 4.1 4.4 4.3 2.7 2.7 3.7 4.7

*3 Anritsu Capital-cost Evaluation: Net operating Profit after tax - Cost of capital (5%) (IFRS: Net operating profit after tax - Invested capital cost)

*4 Return on assets: Profit from continuing operations / Total assets (IFRS); Net income / Total assets (J-GAAP)
*5 Net debt-to-equity ratio: (Interest-bearing debt — Cash and cash equivalents) / Equity attributable to owners of parent (IFRS); (Interest-bearing debt — Cash and cash equivalents) / Shareholders’ equity (J-GAAP)

*6 Interest coverage ratio: Cash flows from operating activities / Interest expense

*7 Ratio of total amount of dividends to equity attributable to owners of parent: Total cash dividends / Net assets (IFRS: Total cash dividends / Total equity)
*8 Dividend on equity ratio (DOE): Total cash dividends / Total Equity

FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019
3,771(1,577) 3,880(1,674) 3,926(1,714) 3,846(1,602) 3,788(1,539) 3,717(1,466) 3,778(1,530) 3,881(1,609)
1.3% 1.3% 1.3% 1.3% 1.3% 1.0% 1.1% 1.8%
20.7% 20.5% 19.7% 22.7% 24.7% 23.0% 20.2% 18.3%
21.5% 17.4% 15.9% 17.0% 19.7% 22.1% 23.5% 21.6%
20.5% 21.3% 19.0% 18.2% 21.7% 21.6% 24.1% 23.4%
9.8% 10.1% 9.4% 9.6% 10.2% 9.9% 10.5% 10.4%

1 1 1 2 0 3 2 2

7 8 8 3 5 8 4 7

1 0 2 2 0 2 2 2

8 5 8 7 4 2 12 4

100% — 100% 100% — 100% 100% 67%
100% 71% 100% 88% 100% 100% 100% 100%
0.00 0.00 0.76 0.64 0.21 0.00 0.00 0.65
15,383 13,421 15,065 15,109 14,279 12,797 12,736 12,443
8,064 7,987 7,962 8,265 7,983 7,698 7,774 8,274
112,800 104,426 94,931 82,794 80,352 70,837 72,777 79,588
29 30 32 39 44 49 49 52
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—— Management’s Discussion and Analysis

The Anritsu Group has adopted IFRS since the fiscal year ended March 31, 2013 and prepared consolidated financial statements in conformity with IFRS in FY2015, 2016, 2017, 2018, 2019 and 2020.

The Scope of Consolidation
The Anritsu Group comprised 45 consolidated subsidiaries
and one affiliate at the end of FY2019.

Overview

During the fiscal year ended March 31, 2020, the global
economy had been continuing to grow at a modest pace,
especially in developed countries, despite the heating up of
the US-China trade friction. However, the global spread of
COVID-19 caused a halt to economic activity, plunging the
world in to an economic recession. Moreover, there are con-
cerns that the spread of COVID-19 may have further nega-
tive impacts on business activities, including disruption of
supply chains due to restrictions on the movement of goods
and people, shutdowns of factory operations and closure of
business locations due to city lockdowns and other measures.

Domestic demand has fallen precipitously in Japan as
well, due to factors such as falling inbound demand, can-
cellation of events, and people refraining from eating out
and other activities.

In the field of information and communication, mobile
broadband services are growing both in terms of quality
and volume, and the volume of mobile data transmission is
increasing rapidly which pressures the capacity of network
infrastructure. In order to solve these issues, 4G mobile
communications system has evolved continually to become
LTE (Long-Term Evolution) and LTE-Advanced, and then LTE-
Advanced Pro (Gigabit LTE). In addition, specification devel-
opment of the next-generation 5G communications system
is proceeding in 3GPP. The standardization of 5G NSA-NR
(Non-Standalone New Radio) finished in December, 2017
and the one of 5G SA-NR (Standalone New Radio) finished
in June, 2018. All specifications of 5G main functions that
are related to ultra-high speed communication are set.
Continuously among 3GPP, specification development of
ultra-low latency communications and multiple simultane-
ous connections for expansion of use case (Release 16*) is
under consideration and the standardization will be expect-
ed to be finished in 2020. In addition, new specifications
(Release 17%*) for contributing to improved 5G efficiency
and capability, such as expansion of high-frequency range,
expansion of communication area, low-power consump-
tion, and low-cost communication are under cousideration

at 3GPP, and the standardization will be targeted to be fin-
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ished in 2021.

As a result, 5G services were launched in the US, Korea,
Europe, and China, and the 5G commercialization sched-
ules of operators in each country are smoothly making
progress. In Japan as well, 5G services were
launched in certain areas, centered on cities, in March 2020.

Amid such environment, the Test and Measurement
Business Group has focused on solution development to
serve 5G investment demand as well as strengthening the
organization structure. Consequently, the Test and
Measurement Business Group captured development
demand for 5G chipsets and devices.

In the field of PQA (Product Quality Assurance), auto-
mation investment on processed foods production lines is
underway, and demand is growing steadily for contami-
nant inspection using X-rays and quality assurance toward
packaging. Amid such environment, the PQA Group has
worked to reinforce the competitiveness of its solutions
focused on X-rays, as well as enhance and expand its
global sales structure.

* Standard number used in 3GPP

Revenue

During the fiscal year ended March 31, 2020, development
demand for 5G chipsets and mobile devices was growing
steadily. Particularly in Asia, development demands aimed
at 5G commercialization grew, driving the 5G business.
Consequently, revenue and profit in the Test and
Measurement segment increased compared with the previ-
ous fiscal year. In the Products Quality Assurance segment
during the fiscal year ended March 31, 2020, the food
product market, as well as the demand for capital invest-
ment with the purpose of automating, labor saving, and
strengthening quality assurance processes were growing
steadily both in Japan and overseas. However, due to pro-
longed product acceptance inspection at customers’ sites,
the revenue was lower than the previous fiscal year.

As a result, orders increased 6.8% compared with the
previous fiscal year to ¥107,709 million , and revenue
increased 7.4% compared with the previous fiscal year to
¥107,023 million. Operating profit increased 54.8% com-
pared with the previous fiscal year to ¥17,413 million, prof-
it before tax increased 51.2% compared with the previous

fiscal year to ¥17,181 million. Profit increased 49.0% com-
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pared with the previous fiscal year to ¥13,397 million, and
profit attributable to owners of parent increased 49.1%
compared with the previous fiscal year to ¥13,355 million.
COVID-19 only had a minor impact on business perfor-
mance for the fiscal year ended March 31, 2020.

Revenue by Region and Overseas Revenue Ratio

(Millions of yen) (%)
120,000« * 80
—
\.~./.
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60,000« . . . . B . = Japan
Americas
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—-@- Overseas Revenue
0 Ratio (Right scale)
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Cost of Sales and Gross Profit

Cost of sales increased ¥141million, or 0.3%, to ¥48,948
million. Cost of sales as a percentage of total revenue was
45.7%, down 3.3 percentage point compared with the pre-
vious fiscal year. Gross profit increased ¥7,223 million, or
21.2%, to ¥58,075 million. The gross margin amounted to
54.3%.

Selling, General and Administrative (SG&A)
Expenses and Operating Profit

SG&A expenses increased 0.3% over the previous fiscal
year, to ¥28,036million. Research and development (R&D)
expenses increased 10.8%, to ¥12,975 million and
amounted to 12.1% of consolidated total revenue. As a
result of the above factors, operating profit increased
54.8%, or ¥6,167 million, to ¥17,413 million. The operat-
ing profit ratio was 16.3%.

SG&A Expenses

Millions of yen Yoy
Year ended March 31 FY2019  FY2018 (%)
Personnel expenses ¥18,415 ¥18,266 0.8
Travel and transportation expenses 1,350 1,563 (13.6)
Advertising expenses 1,592 1,305 22.0
Depreciation and amortization expenses 1,879 1,403 339
Others 4,799 5,406 (11.2)

Operating Profit and Operating Profit Margin
(Millions of yen) (%)
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Profit before Tax and Profit

Operating profit increased 54.8% compared with the previ-
ous fiscal year to ¥17,413 million, profit before tax
increased 51.2% compared with the previous fiscal year to
¥17,181 million. Profit increased 49.0% compared with the
previous fiscal year to ¥13,397 million, and profit attribut-
able to owners of parent increased 49.1% compared with
the previous fiscal year to ¥13,355 million. Comprehensive
income for the period rose ¥2,556 million, to ¥11,937 mil-
lion. COVID-19 had only minor impact on business perfor-
mance for the fiscal year ended March 31, 2020.

Cost of Sales, Expenses, and Profit
as a Percentage of Revenue

%

Year ended March 31 FY2019 FY2018 FY2017
Revenue 100.0 100.0 100.0
Cost of sales 45.7 49.0 51.2
Gross profit 54.3 51.0 48.8
SG&A expenses 26.2 28.0 30.9
R&D expenses 12.1 11.8 11.8
Profit 12.5 9.0 3.4

Shareholder Return Policies
Dividend Policy
The Company’s basic policy for returning profits to its
shareholders is to distribute profits in accordance with its
consolidated performance and by taking into account the
total return ratio.

With regard to dividends, while taking the basic
approach of raising dividends on equity (DOE) in accor-

dance with the increase in consolidated profits for the fiscal
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year, the Company aims at a consolidated dividend payout
ratio of 30% or more. The Company’s basic policy is to
make distributions of dividends, twice a year, consisting of
a fiscal year-end dividend and an interim dividend by reso-
lution of the General Meeting of Shareholders or by
approval of the Board of Directors.

The Company intends to carry out the purchase of trea-
sury stock appropriately as necessary, by taking into
account its financial situation, the trends in stock prices and
other factors, in an effort to execute capital policies that
respond flexibly to changes in the corporate environment.
The Company’s basic policy is to apply retained earnings to
research and development and capital investment in order
to respond to rapid technological advances and changes in
the market structure.

Cash Dividends per Share
Anritsu plans to pay a year-end dividend of ¥20 per share,
and total dividends for the fiscal year ended March 31,
2020 will be ¥31 per share.

For the fiscal year ending March 31, 2021, Anritsu plans
to pay cash dividends of ¥31 per share (including an interim
dividend of ¥15.5 per share).

Business Segments

The Anritsu Group classifies its operations into the seg-
ments of Test and Measurement, Products Quality
Assurance, and Others. In order to evaluate each business
segment more appropriately, the headquarter administra-
tive expenses portion of general and administrative expens-
es for each business segment has been shifted to be
included in company-wide expenses starting from the fiscal
year ended March 31, 2020. These expenses from the pre-

vious fiscal year have been restated.

Test and Measurement
This segment develops, manufactures and sells a variety of
communication and general purpose measuring instruments,
test systems and service assurances for telecommunication
carriers, communication equipment manufacturers as well as
maintenance and installation companies around the world.
During the fiscal year ended March 31, 2020, develop-
ment demand for 5G chipsets and mobile devices were

growing steadily. Particularly in Asia, development demands
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aimed at 5G commercialization grew and became the driver
of the 5G business. Consequently, segment revenue
increased 10.3% compared with the previous fiscal year to
¥75,165 million, operating profit increased 60.9% to
¥15,148 million and adjusted operating profit increased
59.6% to ¥15,018 million.

* Adjusted operating profit is Anritsu’s original profit indicator to measure results of its
recurring business by excluding profit and loss items with a transient nature from operat-
ing profit.

The Test and Measurement Business, which accounts for
70% of the Anritsu Group’s revenue, is divided into the fol-

lowing 3 sub-segments

1. Mobile

The Mobile sub-segment includes measuring instruments
for mobile phone acceptance testing by mobile phone ser-
vice providers, and measuring instruments for design, pro-
duction, function and performance verification, and
maintenance of mobile handsets by manufacturers of
mobile devices such as smartphones, IC chipsets and rele-
vant components.

Demand in this sub-segment tends to be influenced by
factors including the technological innovations in mobile
phone services, market penetration, number of new sub-
scribers as well as new entries in and withdrawals from the
market by mobile phone and chipset manufacturers, and
the number of model changes and shipments of mobile
phones and chipsets.

LTE, which has been deployed throughout the world, has
evolved into LTE-Advanced and LTE-Advanced Pro in order
to relieve the pressure on capacity of network infrastructure
from the rapid surge in data communication traffic.
Currently, the specifications related to ultra-high speed com-
munication of next-generation 5G communication systems
are set, and the commercialization of 5G is being advanced
by operators from various countries, starting in the US,
Korea, Europe, and then in China and Japan. While manu-
facturing demand for the LTE smartphones has declined in
the mobile phone-manufacturing market, development of
IC chipsets and mobile phones supporting 5G has taken off
full steam in the mobile phone-development market, and
demand for measuring instruments for 5G development is
growing. In addition, the specifications related to ultra-low
latency communications and multiple simultaneous connec-
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tions of 5G are underway. In the loT field, which has high
potential as the 5G use cases, and the automous driving
and in-vehicle communiation field in the automobile indus-
try, the development of mobile communications technolo-
gies to realize new services are also actualizing as a
business opportunity.

Anritsu will continue to develop and launch competitive
leading-edge measuring solutions, as well as accurately
conduct development portfolio management, to strengthen

the revenue base.

2. Network Infrastructure

The Network Infrastructure sub-segment includes network
construction maintenance, monitoring and service quality
assurance solutions for wireline and wireless service operators,
and solutions for network equipment manufacturer in areas
including design, production, inspection and adjustment.

In this sub-segment, data traffic is expanding rapidly due to
sophisticated cloud computing services and the progress of 5G
services. Therefore, service providers that are pursuing high-
er-speed networks are introducing 100Gbps services in full
scale, and network equipment manufacturers are progressing
development of 400Gbps network equipment. Moreover, in
order to improve mobile phone connectivity, progress is being
made to enhance the base station density through integrated
application of wired and wireless network technologies.

Along with the change of market trend, demand is growing
for measuring solutions that optimize wireline and wireless
technology depending on the intended use. Furthermore,
mainly owing to the increase in data centers supporting
cloud services, the market for high-speed data communica-
tion equipment is expanding. Along with this, research and
development and manufacturing markets of high-speed
optical communications modules are growing, and the
competition in this area has become severe.

Anritsu is working to expand business by providing com-
prehensive solutions from construction and monitoring of
communication infrastructure to service assurances in addi-
tion to research and development solutions for telecommu-

nications equipment.

3. Electronics
The Electronics sub-segment includes measuring instru-

ments widely used in the electronics industry, particularly

for design, production and evaluation of electronic devices
used in telecommunications network-related communica-
tions equipment and other electronic equipment.

Demand in this sub-segment tends to be impacted by the
scale of production of electronic components and products
used in telecommunications equipment, intelligent home
appliances and automobiles.

The expansion of loT service using mobile broadband ser-
vices and LPWA (Low Power Wide Area) devices is driving
growth in demand for measuring solutions for develop-
ment and manufacturing of wireless modules for a broad
array of applications. Furthermore, various wireless systems
have been digitalized for effective use of frequency resourc-
es. Demand for measuring solutions for manufacturing and
maintenance of wireless systems is also steadily growing.

Anritsu will work to further expand the business in this
sub-segment by offering a wider range of solutions for the
electronics market.

Products Quality Assurance

The Products Quality Assurance Business accounts for 21%
of Anritsu Group’s revenue. Since more than 80% of seg-
ment revenue is made of businesses from food manufacturers,
this segment is substantially influenced by increased con-
sciousness regarding food safety and security as well as
changes in consumer spending levels which would affect
food manufacturers’ business performances.

Core products include highly precise checkweighers for
high-speed food processing lines, as well as X-ray and
other inspection systems that detect and remove metal
fragments, stones and other alien materials in the food
processing process with high precision. In the Japanese
market, capital investment for automation and manpower
reduction in food production lines has steadily increased,
against a backdrop of the customer concerns regarding
contamination and rising needs for automation due to the
labor shortage. In particular, there is a strong demand for
general quality control software solution in the food and
pharmaceutical product manufacturing lines that can be
used to monitor operating conditions, collect and analyze
quality information, improve yield, and enhance quality
management.

In the overseas markets, progress was made in the culti-

vation of royal customers’ needs, and these customers are
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operating their businesses globally in regions such as
Americas, Europe, and China. The overseas sales ratio of
this business is roughly 40%.

Food manufacturers are very interested in quality control
inspection solutions. To satisfy this demand, Anritsu will
develop and deliver new products and quality assurance
solutions. We will also optimize the supply chain including
overseas production, and will promote efficiency of global
operation. Anritsu will expand the business and increase
profitability through those opportunities.

As a result, segment revenue decreased 2.2% compared
with the previous fiscal year to ¥22,575 million and operat-
ing profit decreased 20.0% compared with the previous fis-

cal year to ¥1,287 million.

Others

This segment comprises Information and
Communications, Devices, Logistics, Welfare services, Real
estate leasing and other businesses.

During the fiscal year ended March 31, 2020, Device
business profit was increased compared with the previous
fiscal year. As a result, segment revenue increased 10.3%
compared with the previous fiscal year to ¥9,282 million,
and operating profit increased 65.9% compared with the

previous fiscal year to ¥1,900 million.

Revenue by Business Segment
(Millions of yen)
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Liquidity and Financial Condition

Fund Procurement and Liquidity Management
The Anritsu Group’s funding requirements are mainly for
working capital to purchase materials and cover expenses
incurred in the manufacturing, sales and marketing of
products; for capital investments; and for research and
development expenses. The Group secures sufficient fund-
ing to cover these requirements from retained earnings,
bank borrowings, and capital market funding. To ensure
stability in funding, the Anritsu Group arranged for a com-
mitment line of ¥7.5 billion in March 2020, which is effec-
tive through March 2023. Looking forward, while preparing
for unforeseen financial risks, both domestic and overseas,
in a dramatically changing market environment, the Anritsu
Group will swiftly and flexibly meet its capital requirements
for working capital, regular repayment of long-term bor-
rowings and business growth.

As of March 31, 2020, the balance of interest-bearing
debt was ¥14,594 million (compared with ¥16,435 million
at the end of the previous fiscal year) and the debt-to-equi-
ty ratio was 0.15 (compared with 0.19 at the end of the
previous fiscal year). And the net debt-to-equity ratio was
negative 0.35 (compared with negative 0.33 at the end of
the previous fiscal year). In addition, the average turnover
ratio on the end-of-period balance of inventories to reve-
nue was 5.4 times.

The Company will utilize increased cash flow generated
by improvements in ACE (achievement of net operating
profit after tax less an adjustment for the cost of capital)
and CCC as well as enhanced capital efficiency resulting
from measures including an internal group cash manage-
ment system to make further reductions in interest-bearing
debt, improve the debt-to-equity ratio, enhancing share-
holders’ equity and fortify its financial structure.

At the end of March 2020, Rating and Investment
Information, Inc. (R&I) has rated Anritsu’s short-term debt
[a-1], and its long-term debt [A-]. Anritsu will continue
working to enhance its financial stability in order to

improve its debt rating.

Notes: 1. ACE (Anritsu Capital-cost Evaluation): Net operating profit after tax — Cost of
capital (5%)
2. Debt-to-equity ratio: Interest-bearing debt / Equity attributable to owners of
parent
3. Net debt-to-equity ratio: (Interest-bearing debt — Cash and cash equivalents) /
Equity attributable to owners of parent
4. CCC: Cash Conversion Cycle
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Cash Flow

In the fiscal year ended March 31, 2020, cash and cash
equivalents (hereafter, “net cash”) increased ¥2,572 million
compared with the end of the previous fiscal year to
¥47,669 million.

Free cash flow, the sum of cash flows from operating
activities and cash flows from investing activities, was posi-
tive ¥11,035 million (compared with positive ¥11,631 mil-
lion in the previous fiscal year).

Conditions and factors for each category of cash flow for
the fiscal year were as follows.

¢ Cash Flows from Operating Activities

Net cash provided by operating activities was ¥14,721 mil-
lion (in the previous fiscal year, operating activities provided
net cash of ¥12,247 million).

The cash increase was due to reporting of profit before
tax and recording depreciation and amortization, on the
other hand, the cash decrease was mainly due to increase
in inventories, trade and other receivables. Depreciation
and amortization expense was ¥4,999 million (increase of
¥612 million compared with the same period of the previ-

ous fiscal year).

e Cash Flows from Investing Activities

Net cash used in investing activities was ¥3,686 million (in
the previous fiscal year, investing activities used net cash of
¥616 million). The cash decrease was mainly due to acquisi-
tion of property, plant and equipment.

e Cash Flows from Financing Activities

Net cash used in financing activities was ¥7,592 million (in
the previous fiscal year, financing activities used net cash of
¥2,052 million). The primary reason was repayments of
long-term borrowings ¥3,500 million and payment of cash
dividends totaling ¥3,365 million (in the previous fiscal year,
cash dividends was ¥2,198 million).

Assets, Liabilities, and Equity

Assets increased ¥8,405 million compared with the end of
the previous fiscal year to ¥138,873 million. This was main-
ly due to increase of cash and cash equivalents, as well as
inventories. Total liabilities decreased ¥247 million com-
pared with the end of the previous fiscal year to ¥44,541
million. This was mainly due to decrease of bonds and bor-

rowings. On the other hand, other financial liabilities

increased due to the increase of lease liabilities by the
adoption of IFRS16.Equity increased ¥8,653 million com-
pared with the end of the previous fiscal year to ¥94,331
million. This was mainly due to increase of retained earn-
ings, while decrease of other components of equity. As a
result, the equity attributable to owners of parent to total
assets ratio was 67.8%, compared with 65.6% at the end

of the previous fiscal year.
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Capital Expenditures

To achieve sustainable growth and profit increases in the
future, the Anritsu Group is making strategic investments,
such as new-product development focused on product
areas where long-term growth is expected and systems-re-
lated investments are aimed at labor saving and streamlin-
ing of operations. In the Test and Measurement Business,
we invested in new-product development in order to han-
dle rapid technological innovation and sales competition
and also conducted investments to reduce costs. In the
Products Quality Assurance Business, we primarily invested
with the aim of optimizing global information systems as
well as to enhance development, manufacturing and main-
tenance processes. In other business, we made capital
investments, mainly in the device business, aimed at
increasing production capacity and improving product qual-
ity. The breakdown of investments is shown in the follow-
ing table. (Figures for tangible fixed assets and intangible
assets are on a received basis. Figures exclude development
costs of intangible assets. Figures do not include consump-

tion taxes, etc.).

Overview of Capital Expenditures

Research and Development

The Anritsu Group conducts R&D related to the develop-
ment of “Original & High Level” products and services in its
R&D centers in Japan, the Americas, and Europe, with the
aim of contributing to the realization of global societies
that are “safe, secure, and prosperous.”

In the Test and Measurement segment, Anritsu
Corporation, Anritsu Company (United States), Azimuth
Systems, Inc. (United States), Anritsu Ltd. (United
Kingdom), and Anritsu A/S (Denmark) are working together
to further realize synergies among their technologies
through supplementing and complementing each other’s
technological strengths.

The Products Quality Assurance segment is conducting
R&D within Anritsu Infivis Co., Ltd.

Accompanying the application of the International
Financial Reporting Standards (IFRS), the Anritsu Group
capitalized certain of its development investments and pre-
sented these amounts among intangible assets. The break-
down of R&D investments during the fiscal year, including
those presented in intangible assets, is shown below.

Research and Development

Millions of yen YoY Millions of yen o of Millions of yen % of
Year ended March 31 FY2019 FY2018 (%) VYear ended March 31 Fy2019  revenue Fy201g revenue
Test and Measurement ¥3,381 ¥1,591 212.5 E?;S?emem ¥ 10,489 14.0 ¥ 9,086 133
PQA 787 505 155.6
Subtotal 4,168 2,097 19838 PQA 2,180 9.7 2174 94
Others 349 339 1032 Others 467 >0 226 63
Total 4,518 2436 1855 Basic Research 184 — 220 —
Total ¥13,321 12.4 ¥12,008 12.0

Capital Expenditures
(Millions of yen)
6,000

4,000 «

2,000 «

(FY) 2015 2016 2017 2018 2019
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Principal results of R&D programs in each business segment are as follows.

Model

Business Segment

Product

Application

Contribution

Test and MT8000A Radio With a 5G base station emulation function, a + All-in-One Support for RF Measurements and
Measurement Communication single MT8000A test platform supports both Protocol Tests in Sub-6 GHz and Millimeter
Test Station the Sub-6GHz, including band n41, and the Wave Bands
millimeter wave bands used by 5G. Combining | *Supports mm-wave band RF measurements
it with the OTA Chamber enables both millime- and beam forming tests combined use with
ter wave band RF measurements and beam- the RF chamber.
forming tests using call connections specified « Flexible Platform using Modular Architecture
by 3GPP. « Supports Existing LTE Test Environment
ME7834NR 5G NR Mobile The ME7834NR is the test platform for 3GPP +All-in-One 5G NR Support for Protocol
Device Test based Protocol Conformance Test (PCT) and Conformance Tests and Carrier Acceptance
Platform Carrier Acceptance Test (CAT) of mobile devices Test
incorporating Multiple Radio Access « Supports 3GPP defined bands from Sub-6GHz
Technologies (RAT). The ME7834NR supports to mm-Wave
5G New Radio (NR) Technology in both « Upgrades your current ME7834 system for 5G
Standalone and Non-Standalone mode, in
addition to LTE, LTE-Advanced (LTE-A), LTE-A
Pro, and W-CDMA.
ME7873NR New Radio RF The New Radio RF Conformance Test System « GCF/PTCRB-approved 5G NR test cases
Conformance ME7873NR is an automated system for 3GPP « Meets 3GPP standards
Test System TS38.521/1538.533-defined 5G NR RF/RRM « Upgrade from ME7873LA for LTE systems
tests. It supports both planned 5G NR (Sub-6GHz)
Standalonev (SA) a”‘,’ Ngn—Stahdalong (NSA) « Covers different regional frequency bands
modes, while combination with Anritsu’s 5G . o
over-the-air (OTA) chamber (CATR) covers all 5G + Easy sequence creation and editing
frequency bands, including not only Sub-6GHz « Emphasizes test system measurement stability
but also mmWave.
PQA KDS1004PSW | New products The KDS1004PSW is a metal detector for phar- | +Acheives high stability that supports highly
Metal Detection | maceutical tablets and capsules that delivers sensitive detection
Systems for “high sensitivity and high stability” along with -A redugtion in vibration noise using signal
Pharmaceutical "ease of use.” With a detection algorithm spe- processing
Industries cialized for tablets and capsules as well as the -A reduction in inverter noise using signal
industry’s highest level of metal detection sen- processing »
sitivity, it can detect metallic foreign substances -Control of static electricity through use of
such as iron, stainless steel, and aluminum. antistatic chute
Equipped with advanced validation functions « Achieves the highest sensitivity testing in the
such as internal condition monitoring, self-di- industry
agnosis, and sorting operation confirmation, it -Installed with a newly developed sensor
contributes to strict quality assurance for phar- structure and signal processing algorithm
maceuticals. « Compatible with FDA's Title 21, CFR Part 11
« SOP (Standard Operating Procedure) support
using smart guide
« Designed to allow maintenence without tools

Management Objectives and Indicators

Anritsu aims to maximize corporate value by managing its
operations with a focus on cash flow. In addition, to evalu-
ate the added value generated by capital invested, Anritsu
uses an original metric, ACE (Anritsu Capital-cost
Evaluation), for evaluating the results of each business. A
target for ROE is also set as an indicator of the efficiency of
capital invested.

To attain its management vision of “continuous growth
with sustainable superior profits,” the Anritsu Group had
prepared its 2020 VISION, which has a time horizon of 10
years, and established a medium-term milestone plan enti-
tled the Mid-Term Business Plan GLP2020 (a three-year plan

that ends in FY2020), which is based on the 2020 VISION.
In order to implement GLP2020 without fail, the Anritsu
Group is working to (1) ensure acquisition growth drivers,
(2) create a strong profit-generating platform, and (3) build
pillars to support the next-generation business.

Billions of yen

FY2018 FY2019 FY2020

Year ended March 31 (Actual) (Actual)  (Forecast)
Revenue 99.6 107.0 110.0
Operating profit 1.2 17.4 17.5
Profit 8.9 13.3 13.5
ACE 3.9 8.4 7.5
ROE (%) 10.9 14.9 14.0
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Outlook and Management Issues for the Year
Ending March 31, 2020

The outlook for the global economy remains unclear due to
factors such as the spread of COVID-19 and the prolonga-
tion of US-China trade friction. Depending on how the
spread of COVID-19 progresses, it could impede the
smooth operation of corporate activities over the long
term, including disruption of supply chains and restrictions
on various business activities. The Anritsu Group is taking
measures to minimize the impact of COVID-19 on its busi-
nesses, including promoting working from home, utilizing
IT tools, and diversifying its procurement.

Meanwhile, in the field of information and communica-
tion, 5G services has been launched around the world, and
5G-related demand is expected to grow in the future. In
the mobile market, development demand for commercial
5G handset showed robust growth, and moving forward,
test and measurement demand is expected to grow for
conformance test, operator acceptance test, and calibration
inspections on mass-production lines as well.

For the Products Quality Assurance segment, revenue is
expected to increase in the PQA Business, both in the
Japanese and overseas markets. Operating profit is also
expected to increase compared with the previous fiscal year.

The Anritsu Group will strive to establish a competitive
advantage in the mobile market by offering timely solutions
that accurately meet the needs of 5G commercialization
plans in countries worldwide and be a leading company

supporting 5G and loT society.

Risk Information

Policies and Systems

The Company views risks as indeterminate factors that may
impact its corporate value, such as the organization’s profits
and the trust of society (risk is not necessarily a negative
factor for a company; it could be a positive factor if man-
aged appropriately). The Company recognizes that manag-
ing risk appropriately means that risk is a critically important
management challenge, and has established Group-level
systems to manage it. Moreover, in order to maintain and
increase our corporate value, fulfill our corporate social
responsibility, and pursue sustainable development of
Anritsu Group, the Company focuses on making manage-
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ment as well as all employees more sensitive to risk, and on
all-hands initiatives that promote risk management.

Under the risk-management supervision of the Group
CEO, the Anritsu Group designates a risk management offi-
cer for each of the following recognized major risks: (1)
business risk related to management decision-making and
business execution; (2) risk of legal violations; (3) environ-
mental risk; (4) risk to the quality of products and services;
(5) import/export management risk; (6) information security
risk; and (7) disaster risk. Each risk management officer
heads a committee, consisting of representatives from
Company departments and Group companies managers
relevant to the risk in question. Each risk management
office oversees the management of its designated risk for
the Group as a whole; and reports the status of risk man-
agement measures, plans and operation and the results of
the year-round management cycle to the Management
Strategy Conference as appropriate. In addition, the Risk
Management Promotion Department leads such matters as
creation of regulations and guidelines as well as training
and education, and establishes systems necessary to raise
the bar of risk management in order to ensure the sustain-
able development of the business. Each risk management
officer supports the activities of Group companies overseas
for their responsible field respectively. With regard to com-
pliance risk, the compliance officer of each regional head-
quarters performs risk assessments and prepares and acts

on an annual plan.

(Individual Risks)

1. Inherent Risks in the Anritsu Group’s
Technology and Marketing Strategies (1) busi-
ness risk

The Anritsu Group works to deploy its well-developed tech-

nological capabilities to promptly provide cutting-edge

products and services that offer value to customers.

However, the rapid pace of technological innovation in the

Anritsu Group’s core information and communication mar-

kets and the Anritsu Group’s ability to deliver products and

services in a timely manner to meet the needs and wants of

customers are factors that have the potential to exert a

material impact on the Anritsu Group’s financial condition

and operating results.
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2. Market Fluctuation Risk (1) business risk
External factors including changes in the economy or mar-
ket conditions and technological innovation affect the prof-
itability of product lines the Group develops and have the
potential to exert a significant material impact on the
Anritsu Group's financial condition and operating results.

Because a high percentage of Test and Measurement
segment revenue comes from the telecommunications mar-
ket, capital investment trends among service providers, net-
work equipment manufacturers, mobile phone
manufacturers, and electronic component manufacturers
have the potential to exert an effect on business results.
Telecom operators make a cost-effective capital investment
in order to adopt technologies to handle rapid increases in
data traffic, and to build networks that meets the various
needs of loT service and cloud service. Moreover, business
results for the mobile communications measuring instru-
ment field, the cornerstone of earnings for the Anritsu
Group, are affected by changes in technological innovation
in mobile phone services, the number of subscribers and
the replacement ratio for smartphones.

In the Products Quality Assurance Business, sales to food
manufacturers constitute more than 80% of revenue. Capital
investment of food manufacturers may influence the perfor-

mance of Products Quality Assurance Business potentially.

3. Global Business Development Risk (1) busi-
ness risk, (2) risk of legal violations, and (5)
import/export management risk

The Anritsu Group markets its products globally. The over-

seas sales ratio is 66%, and many customers likewise oper-

ate on a global scale. As a result, economic trends in
countries worldwide, changes in international conditions,

compliance with required laws have a potential to exert a

material impact on the Group’s financial position and

results of operations.

4. Risk of Spread of Infectious Diseases (7) disas-
ter risk

The spread of COVID-19 is continuing. The Anritsu Group

places top priority on ensuring the safety of its employees,

and halting the spread of the virus internally and externally

to the Anritsu Group. The Anritsu Group has also estab-

lished a COVID-19 Task Force, which is collecting informa-
tion and taking necessary measures in order to minimize
the virus's impact on its operations. However, depending on
how the spread of COVID-19 progresses, it has the poten-
tial to exert a material impact on the Anritsu Group’s finan-
cial condition and operating results, due to the disruption
of supply chains, and restrictions on business activities of
the Group, its customers, and its suppliers, including the
halt of factory operations and business location closures.

5. Disaster Risk (7) disaster risk

The Anritsu Group carries out production and sales activities
globally. As such, natural disasters such as earthquakes,
typhoons, and climate change-induced abnormal weather
events induced by climate change, as well as fire, war, terror-
ism, riots, and other events have the potential to exert a mate-
rial impact on the Anritsu Group’s financial condition and
operation results by impeding our business activities due to
impact on the major facilities of the Group, its suppliers, or its
customers, or by causing political or economic instability.

Each division of the Anritsu Group has created a Business
Continuity Plan (BCP) aimed at ensuring the smooth conti-
nuity of our businesses by minimizing the damage from
disasters and emergencies, and fast recovery of business
activities. The Koriyama Office of Tohoku Anritsu Co., Ltd.,
which is a Group manufacturing facility, has created a BCP
for natural disasters, including river flooding due to earth-
quakes and torrential rains, as one of its major risks. This
BCP clearly defines the actions to take after a natural disas-
ter, broken up into specific processes. Taking the lessons
learned from actual largescale disasters, the Company is
reviewing the criteria for emergency BCP activation to pre-
pare for a wider range of risks and refine the response pro-
cedures when each risk occurs.

6. Foreign Exchange Risk (1) business risk

The Anritsu Group hedges foreign exchange risk using
instruments including forward foreign exchange contracts
for foreign exchange transactions that occur upon collec-
tion of accounts receivable and other events. However,
rapid changes in foreign exchange rates have the potential
to exert a material impact on the Anritsu Group’s financial

condition and operating results.
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7. Long-Term Inventory Obsolescence Risk (1)
business risk
The Anritsu Group works to provide products and services
that precisely meet customer needs and wants. However,
particularly in the Test and Measurement Instruments mar-
ket, product lines are subject to frequent changes in order
to follow technology evolution, which can easily result in
obsolescence of products and parts, and could cause inven-
tory to be held for long periods to lose its value. These fac-
tors have the potential to exert a material impact on the

Anritsu Group’s financial condition and operating results.

8. Human Resource Acquisition Risk (1) business
risk
Acquiring, ensuring, and developing human resources are
the very important requirements for the sustainable devel-
opment of the Anritsu Group. The Anritsu Group strives to
acquire talented human resources by actively hiring diverse
human resources without regard to nationality, gender or
other natures and focuses on their development with efforts
to enhance its internal training and education programs.
The Anritsu Group also focuses on work-life balance, and
strives to create working environments that support diverse
work styles and values. However, if human resource acquisi-
tion and development do not proceed as planned, it has
the potential to exert a material impact on the Anritsu
Group’s financial condition and operating results.

9. Compliance Risk (2) risk of legal violations

The Anritsu Group is subject to the laws and regulations of
the countries in which it conducts business. Violation of
these laws and regulations, or actions that violate the
demands of society, has the potential to exert a material
impact on the Anritsu Group's financial condition and oper-
ating results through factors including legal punishment,
lawsuits, social sanctions, and damage to the brand.

The Anritsu Group has established the Anritsu Group
Code of Conduct, which serves as a guide for the conduct
to take in order for us to fulfill our social responsibility. The
Company also carries out educational and awareness-rais-
ing activities as needed, as it strives to improve its corporate
ethics and strengthen legal compliance. The Group CEO,
who chairs the Management Strategy Conference, leads

the promotion of compliance of the Domestic Anritsu
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Group. Additionally, the Corporate Ethics Promotion
Committee, chaired by the executive officer in charge of
compliance, operates under the supervision of Management
Strategy Conference, and oversees the compliance-promo-
tion activities of each company in the Domestic Anritsu
Group. The Corporate Ethics Promotion Committee and the
Legal Department, which serve as its secretariat, coordinate
with committees that promote legal compliance to advo-
cate ethical and legal compliance to Anritsu Group compa-
nies overseas in accordance with their national and regional
laws, cultures, and customs. They provide necessary sup-
port, and coordinate with compliance officers at each
Anritsu Group company overseas to build a global compli-
ance-promotion system. Internal audit departments per-
form audits to determine whether the compliance
promotion system is functioning appropriately, and provide
advice and request improvements as necessary.

10. Environmental Risk (3) environmental risk
The Anritsu Group is subject to a variety of laws and regu-
lations relating to the environment, including climate
change, energy, the atmosphere, water, hazardous sub-
stances, waste, and product recycling. The Group tackles
the efforts to prevent climate change, create a recycling
society, and prevent environmental pollution, in addition to
ensuring the thorough environmental compliance of its
business activities and products.

However, it is possible for tightened environmental regu-
lations or past actions to trigger environmental liability, and
for natural disasters and other events to cause environmen-
tal pollution. Such events have the potential to exert a
material impact on the Anritsu Group’s financial condition
and operating results due to additional costs required for
legal compliance or environmental measures.

In order to meet the demands of its stakeholders, the
Anritsu Group develops and offers products with an aware-
ness of the environment throughout the entire product life
cycle. The Anritsu Group is also committed to reducing its
environmental pollution risk by reducing the CO: emissions
of its offices and factories through reducing the energy
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usage from the perspective of preventing global warming
and preserving biodiversity; reducing waste by promoting
the 3Rs (reduce, reuse, and recycle); and setting self-man-
agement standards that are stricter than laws and ordinanc-

es related to preventing environmental pollution.

11. Product-Quality Risk (4) risk to the quality of
products and services
The Anritsu Group has been ISO 9001 (an international
standard for quality management systems) accredited since
1993. It operates integrated quality management, from
product design and development to manufacture, service,
and maintenance, at a global level. However, if an unfore-
seen event that causes a major quality defect or product lia-
bility is incurred, it has the potential to exert a material
impact on the Anritsu Group’s financial condition and oper-
ating results, such as loss of society’s trust, lawsuits, social
sanctions, and damage to the brand, as well as the cost of
compensation and countermeasures.

The Anritsu Group has established committees to main-
tain, improve, and assure product quality, and operate the
quality management system appropriately, including the
Quality Management System Committee and the Internal
Quality Audit Committee. The Anritsu Group is also consid-
ering the establishment of systems in the event of a prod-
uct incident, a system to prevent product incidents, and

initiatives to prevent recurrence.

12. Information Security (6) information security
risk
The Anritsu Group has the social responsibility to appropri-
ately protect the information of all of its stakeholders,
including customers, trading partners, shareholders, and
employees in its business activities. The Anritsu Group also
recognizes that information assets are vital assets of the
Anritsu Group and its stakeholders. If an information secu-
rity incident were to occur with these information assets,
due to a cyberattack, it has the potential to exert a material
impact on the Anritsu Group’s financial condition and oper-
ating results due to effects such as loss of the trust of soci-
ety, lawsuits, social sanctions, and damage to the brand.
The Anritsu Group works continuously to build its infor-
mation security management system, carry out initiatives to

maintain and improve thorough management and security,

and carry out information security education. As a company
operating globally, the Company connects offices world-
wide via networks and promoted sharing of information
between them. A single vulnerability in information security
impacts the overall security level. The Company is currently
working to correct discrepancies in security levels between
regions, alleviate regional disparities, and raise the bar as a

whole.

13. Risk Related to Deferred Tax Assets (1) busi-
ness risk
The Anritsu Group applies deferred tax accounting and rec-
ognizes deferred tax assets. Calculation of deferred tax
assets is based on projections that include estimates of
future taxable profit, and the actual benefit may differ from
the projection. If the tax benefits based on the estimate of
future taxable profit are judged to be unavailable, these
deferred tax assets are written down, which has the poten-
tial to exert a material impact on the Anritsu Group’s finan-

cial condition and operating results.

14. Risk Related to Defined-Benefit Pension Plan
(1) business risk
The amounts of retirement benefit payments and obliga-
tions incurred in connection with employee defined-benefit
pension plans of the parent company and certain of its sub-
sidiaries are calculated based on assumptions, including dis-
count rates, made for actuarial calculations. If the discount
rates and other assumptions, which were made for the
actuarial calculations of the expected amount of obligations
under these defined-benefit pension plans undergo
change, this has the potential to exert a material impact on
the Anritsu Group’s financial condition and operating
results.
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——— Consolidated Statement of Financial Position

March 31, 2019 and 2020

Thousands of

Millions of yen U.S. dollars*
End of FY2018 = End of FY2019 End of FY2019
as of as of as of
March 31,2019  March 31, 2020 March 31, 2020
Assets
Current assets:
Cash and cash equivalents (Notes 8 and 36) ¥ 45,097 ¥ 47,669 $ 438,094
Trade and other receivables (Notes 9 and 36) 25,055 26,263 241,366
Other financial assets (Notes 11 and 36) 537 29 267
Inventories (Note 10) 18,585 20,775 190,929
Income tax receivables 343 413 3,796
Other assets 3,375 3,857 35,447
Total current assets 92,994 99,009 909,926
Non-current assets:
Property, plant and equipment (Note 12) 24,221 25,259 232,139
Goodwill and intangible assets (Note 13) 3,586 3,833 35,227
Investment property (Note 14) 830 663 6,093
Trade and other receivables (Notes 9 and 36) 305 287 2,638
Other financial assets (Notes 11 and 36) 1,670 1,785 16,405
Deferred tax assets (Note 16) 6,814 7,548 69,369
Other assets 45 485 4,457
Total non-current assets 37,473 39,864 366,363
Total assets 130,467 138,873 1,276,289
Liabilities and Equity
Liabilities
Current liabilities:
Trade and other payables (Notes 17 and 36) 7,599 7,467 68,624
Bonds and borrowings (Notes 18 and 36) 5,270 9,882 90,819
Other financial liabilities (Notes 19, 20, and 36) 70 753 6,920
Income tax payables 3,053 4,028 37,019
Employee benefits (Note 21) 6,829 7,293 67,025
Provisions (Note 22) 424 435 3,998
Other liabilities (Notes 23 and 26) 7,003 7,484 68,780
Total current liabilities 30,251 37,346 343,222
Non-current liabilities:
Trade and other payables (Notes 17 and 36) 435 480 4,411
Bonds and borrowings (Notes 18 and 36) 10,978 2,994 27,516
Other financial liabilities (Notes 19, 20, and 36) 124 1,015 9,328
Employee benefits (Note 21) 1,100 775 7,123
Provisions (Note 22) 111 108 993
Deferred tax liabilities (Note 16) 197 336 3,088
Other liabilities (Notes 23 and 26) 1,590 1,484 13,638
Total non-current liabilities 14,538 7,195 66,124
Total liabilities 44,789 44,541 409,347
Equity:
Common stock (Note 24) 19,113 19,151 176,004
Additional paid-in capital (Note 24) 28,207 28,277 259,875
Retained earnings (Note 24) 33,442 43,182 396,857
Treasury stock (Note 24) (1,133) (1,119) (10,284)
Other components of equity (Note 24) 5,930 4,681 43,020
Total equity attributable to owners of parent 85,560 94,172 865,472
Non-controlling interests 117 159 1,461
Total equity 85,678 94,331 866,933
Total liabilities and equity ¥130,467 ¥138,873 $1,276,289

* The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥108.81 to U.S. $1.00, the approximate exchange rate on March 31, 2020.
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———— Consolidated Statement of Profit or Loss and Other

Comprehensive Income

Years ended March 31, 2019 and 2020

Thousands of

Millions of yen U.S. dollars*
End of FY2018 End of FY2019 End of FY2019
as of as of as of
March 31, 2019 ~ March 31, 2020 March 31, 2020
Continuing operations
Revenue (Notes 6 and 26) ¥99,659 ¥107,023 $983,577
Cost of sales (Note 29) 48,807 48,948 449,848
Gross profit 50,852 58,075 533,729
Other revenue and expenses
Selling, general and administrative expenses (Notes 27 and 29) 27,944 28,036 257,660
Research and development expense (Notes 28 and 29) 11,715 12,975 119,245
Other income (Note 30) 428 659 6,056
Other expenses (Note 30) 374 309 2,840
Operating profit (loss) (Note 6) 11,246 17,413 160,031
Finance income (Note 31) 387 345 3,171
Finance costs (Note 31) 271 577 5,303
Profit (loss) before tax 11,362 17,181 157,899
Income tax expense (Note 16) 2,371 3,783 34,767
Profit (loss) from continuing operations 8,991 13,397 123,123
Profit (loss) 8,991 13,397 123,123
Other comprehensive income
ltems that will not be reclassified to profit or loss
Change of financial assets measured at fair value (Note 32) 69 83 763
Remeasurements of defined benefit plans (Note 32) 96 (214) (1,967)
Total 165 (130) (1,195)
ltems that may be reclassified subsequently to profit or loss
Exchange differences on translation (Note 32) 225 (1,329) (12,214)
Total 225 (1,329) (12,214)
Total of other comprehensive income 390 (1,459) (13,409)
Comprehensive income (loss) ¥ 9,381 ¥11,937 $109,705
Profit (loss), attributable to:
Owners of parent ¥ 8,956 ¥13,355 $122,737
Non-controlling interests 34 42 386
Total ¥ 8,991 ¥13,397 $123,123
Comprehensive income (loss) attributable to:
Owners of parent ¥ 9,346 ¥11,895 $109,319
Non-controlling interests 34 42 386
Total ¥ 9,381 ¥11,937 $109,705
Yen U.S. dollars*
Earnings per share
Basic earnings per share (Note 33) ¥65.20 ¥97.20 $0.89
Diluted earnings per share (Note 33) 65.16 97.16 0.89

* The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥108.81 to U.S. $1.00, the approximate exchange rate on March 31, 2020.

Anritsu Integrated Report 2020 59



Consolidated Statement of Changes in Equity

Years ended March 31, 2019 and 2020

FY2018 (From April 1, 2018 to March 31, 2019)

Millions of yen

Total equity
Additional Other  attributable Non-
Common paid-in Retained Treasury components to owners  controlling Total
stock capital earnings stock of equity of parent interests equity
Balance at April 1, 2018 ¥19,064 ¥28,137 ¥26,254 ¥ (987) ¥5,761 ¥78,230 ¥ 83 ¥78,313
Cumulative effect by change
in accounting policy — — 183 — — 183 — 183
Balance at April 1, 2018 after
change in accounting policy 19,064 28,137 26,438 (987) 5,761 78,414 83 78,497
Profit (loss) — — 8,956 — — 8,956 34 8,991
Other comprehensive income
(Note 32) — — 96 — 294 390 — 390
Total comprehensive income (loss) — — 9,052 — 294 9,346 34 9,381
Share-based payments (Note 35) 49 69 24 23 — 166 — 166
Dividends paid (Note 25) — — (2,198) — — (2,198) — (2,198)
Purchase of treasury stock (Note 24) — — — (168) — (168) — (168)
Dividends to non-controlling interests — — — — — — 0) 0)
Transfer from other components
of equity to retained earnings — — 125 — (125) — — —
Total transactions with owners and
other transactions 49 69 (2,047) (145) (125) (2,200) (0) (2,201)
Balance at March 31, 2019 ¥19,113  ¥28,207 ¥33,442  ¥(1,133) ¥5,930 ¥85,560 ¥117 ¥85,678
FY2019 (From April 1, 2019 to March 31, 2020) Millions of yen
Balance at April 1, 2019 ¥19,113 ¥28,207 ¥33,442 ¥(1,133) ¥5,930 ¥85,560 ¥117 ¥85,678
Cumulative effect by change
in accounting policy (Note 2) — — (45) — — (45) — (45)
Balance at April 1, 2019 after
change in accounting policy 19,113 28,207 33,396 (1,133) 5,930 85,515 117 85,632
Profit (loss) — — 13,355 — — 13,355 42 13,397
Other comprehensive income
(Note 32) — — (214) — (1,245) (1,459) — (1,459)
Total comprehensive income (loss) — — 13,140 — (1,245) 11,895 42 11,937
Share-based payments (Note 35) 37 70 6 14 — 128 — 128
Dividends paid (Note 25) — — (3,365) — — (3,365) — (3.365)
Purchase of treasury stock (Note 24) — — — (0) — (0) — (0)
Disposal of treasury stock (Note 24) — 0 — 0 — 0 — 0
Dividends to non-controlling interests — — — — — — (0) (0)
Transfer from other components of
equity to retained earnings — — 4 — (4) — — —
Total transactions with owners and
other transactions 37 70 (3,355) 13 @) (3.,237) (0) (3,238)
Balance at March 31, 2020 ¥19,151 ¥28,277 ¥43,182 ¥(1,119) ¥4,681 ¥94,172 ¥159 ¥94,331

FY2019 (From April 1, 2019 to March 31, 2020)

Thousands of U.S. dollars*

Balance at April 1, 2019 $175,655 $259,232 $307,343 $(10,413) $54,499 $786,325 $1,075 $787,409

Cumulative effect by change in

accounting policy (Note 2) — — (414) — — (414) — (414)
Balance at April 1, 2019 after

change in accounting policy 175,655 259,232 306,920 (10,413) 54,499 785,911 1,075 786,986
Profit (loss) — — 122,737 — — 122,737 386 123,123
Other comprehensive income

(Note 32) — — (1,967) —  (11,442) (13,409) — (13,409)
Total comprehensive income (loss) — — 120,761 — (11,442) 109,319 386 109,705
Share-based payments (Note 35) 340 643 55 129 — 1,176 — 1,176
Dividends paid (Note 25) — —  (30,925) — —  (30,925) —  (30,925)
Purchase of treasury stock (Note 24) — — — (0) — (0) — (0)
Disposal of treasury stock (Note 24) — 0 — 0 — 0 — 0
Dividends to non-controlling interests — — — — — — (0) (0)
Transfer from other components

of equity to retained earnings — — 37 — (37) — — —
Total transactions with owners and

other transactions 340 643 (30,834) 119 (37) (29,749) (0) (29,758)

Balance at March 31, 2020 $176,004 $259,875 $396,857 $(10,284)

$43,020 $865,472

$1,461 $866,933

* The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥108.81 to U.S. $1.00, the approximate exchange rate on March 31, 2020.
Note: Details of Common stock, Additional paid-in capital, Retained earnings, Treasury stock and Other components of equity are described in Note 24, “Total Equity and Other Capital Items.”
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——— Consolidated Statement of Cash Flows

Years ended March 31, 2019 and 2020

Thousands of

Millions of yen U.S. dollars*
FY2018 FY2019 FY2019
(12 months) (12 months) (12 months)

From April 1, 2018
to March 31, 2019

From April 1, 2019
to March 31, 2020

From April 1, 2019
to March 31, 2020

Cash flows from (used in) operating activities

Profit (loss) before tax ¥11,362 ¥17,181 $157,899
Depreciation and amortization expense 4,386 4,999 45,942
Interest and dividends income (335) (342) (3,143)
Interest expenses 103 116 1,066
Loss (gain) on disposal of property, plant and equipment (2471) (43) (395)
Decrease (increase) in trade and other receivables (3,395) (1,282) (11,782)
Decrease (increase) in inventories (64) (2,370) (21,781)
Increase (decrease) in trade and other payables (452) (176) (1,617)
Increase (decrease) in employee benefits 536 (578) (5,312)
Other, net 1,761 363 3,336
Subtotal 13,661 17,866 164,194
Interest received 272 304 2,794
Dividends received 62 37 340
Interest paid (98) (102) (937)
Income taxes paid (1,960) (3,473) (31,918)
Income taxes refund 309 88 809
Net cash flows from (used in) operating activities 12,247 14,721 135,291
Cash flows from (used in) investing activities (Note 34)
Payments into time deposits (545) 9) (83)
Proceeds from withdrawal of time deposits 1,135 477 4,384
Purchase of property, plant and equipment (2,114) (2,830) (26,009)
Proceeds from sale of property, plant and equipment 714 310 2,849
Purchase of other financial assets (3) (1) 9)
Proceeds from sale of other financial assets 1,177 6 55
Other, net (980) (1,637) (15,045)
Net cash flows from (used in) investing activities (616) (3,686) (33,876)
Cash flows from (used in) financing activities (Note 34)
Net increase (decrease) in short-term borrowings 300 114 1,048
Proceeds from long-term borrowings 3,000 — —
Repayments of long-term borrowings (3,000) (3,500) (32,166)
Repayments of lease liabilities — (900) (8,271)
Dividends paid (2,198) (3,365) (30,925)
Other, net (154) 58 533
Net cash flows from (used in) financing activities (2,052) (7,592) (69,773)
Effect of exchange rate change on cash and cash equivalents 65 (870) (7,996)
Net increase (decrease) in cash and cash equivalents 9,644 2,572 23,638
Cash and cash equivalents at beginning of period 35,452 45,097 414,456
Cash and cash equivalents at end of period (Note 8) ¥45,097 ¥47,669 $438,094

* The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥108.81 to U.S. $1.00, the approximate exchange rate on March 31, 2020.
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—— Glossary

3GPP (3rd Generation A project that was established to set third-generation (3G) mobile communications technology standards and LTE,
Partnership Project) LTE-Advanced (4G), and is now developing international standards for 5G.

5G New RAT (5G New Radio A new wireless communications technology for use with 5G. It can handle ultra-high speed communications in
Access Technology) excess of 10Gbps.

Sixth-generation mobile communications technology. The name given to next-generation mobile communications

6G (Six Generation) technology which is being researched in various countries with the aim of launching services around 2030.

AOC (Active Optical Cable) A cable that combines optical fibers with an electrical signal connector that has an embedded optical-electric converter.

Beyond 5G Mobile communications technology that will follow 5G. Essentially the same meaning as 6G.

A general term signifying connections between and among mobile devices and other equipment and devices. This
term is used to distinguish Wi-Fi, Bluetooth, Near Field Communication (NFC), and other communication modes
from cellular communications. In recent years, the use of connectivity has been expanded to include any connect-
able device, including automobiles, digital cameras, home appliances, game devices, and healthcare devices.

Connectivity

CPRI (Common Public An interface specification used to realize communication between Base-Band Units (BBU) and Remote Radio
Radio Interface) Heads (RRH) in systems where these are separated.

C-RAN (Centralized Radio A radio access network architecture. Each wireless base station is equipped with only Radio Transceiver Devices. Radio
Access Network) Control Units are clustered upstream within the network to form a “Housing station” where signals are processed.
Ethernet The world’s most-widespread Local Area Network (LAN) standard.

loT not only allows computers and other communications devices to interact but also gives communications
functions to manufacturing equipment in factories, appliances, and virtually anything else in the world around us.
This enables these “things” to communicate when connected to the Internet and carry out tasks such as auto-
mated control and remote measurement.

loT (Internet of Things)

Fourth-generation (4G) mobile communications standards approved by the International Telecommunication
LTE/LTE-A (Long Team Union (ITU). LTE is a high-speed mobile communications system that enables data communication at 5 to 10 times
Evolution/LTE-Advanced) the speed of 3G. LTE-Advanced is a standard that has realized speeds faster than LTE through the use of new
technology such as carrier aggregation. International standards are set by 3GPP.

A technology that realizes advanced beamforming and spatial multiplexing by incorporating as many as 128
antennas, which is a huge increase compared to previous technologies, and dedicating an individual radio signal
path to each antenna. This enables the comfortable use of mobile communications in crowded areas, such as
stations and downtown districts, which previously tended to experience lags in communication speeds.

Massive MIMO

A wireless communications technology that enables faster communications speeds by using multiple antennas at
both the transmitter and receiver to transmit and receive data on the same frequency axis. One of the key
technologies for LTE Advanced

MIMO (Multiple-Input
and Multiple-Output)

NB-loT (Narrow Band-loT) An loT communications system that uses mobile phone networks and has been standardized as an LTE standard by 3GPP.

NFV (Network Functions
Virtualization)

A way to manage network communications functions as software on a virtual server OS.

5G international standard specifications developed by 3GPP.

NS-NR: An operating format that uses an existing LTE system to control data being sent through a 5G system.
SA-NR: An operating format that controls every aspect of data communications through a 5G system on a
stand-alone basis.

NSA-NR/SA-NR (Non-
Standalone New Radio/
Standalone New Radio)

0SS (Operation Support A name given to systems that support networks operated by telecommunications business operators and service
System) providers that offer mobile phone and other communications services.
OTA (Over The Air) Methods for testing wireless systems without using cables, used when testing mobile terminals.

An optical communications standard which enables WDM that was previously limited to one transmitter and one

OTN (Optical Transport receiver to be used through a network. In addition to conventional telephone signals, it also enables signals such

Network) as IP and Ethernet to be processed in a unified manner.
PCI-E (Peripheral Compo- An interface specification for PC expansion slots. It uses serial I/O interface standards set by Peripheral Component
nent Interconnect Express) Interconnect Special Interest Group (PCI-SIG) in 2002. It is also referred to as PCle and PCI Express.

International standards for signal multiplexing methods used in digital transmissions systems. These technologies
enable low-speed signals, such as voice communications, to be multiplexed into and transmitted through prede-
termined high-speed signals.

SDH (Synchronous Digital
Hierarchy)

SDN is the name for technologies that enable structure, configuration, and settings of computer network to be
altered in a flexible and dynamic manner by centrally controlling the communications devices that comprise the
network through an individual piece of software.

SDN (Software Defined
Network)

The name used for bands of 6GHz or less when referring to frequency ranges used in 5G systems. These are low
Sub 6 band compared to millimeter wave bands. In 5G standards, bands of 6GHz or less have been defined as FR1,
while millimeter wave bands have been defined as FR2.

WDM (Wavelength Division

Multiplexing) An optical communications technology for transmitting large-capacity signals.

A type of base station for mobile communications that have lower output power and are used to cover smaller
Small Cell areas. They are receiving attention for their potential application in 5G systems, which use high-frequency ranges
and therefore require base stations to be established in high concentrations.

A technique that combines and concentrates radio signals and beams them in a specified direction. This technique
Beamforming improves spatial multiplexing performance by avoiding mutual interference between simultaneous communica-
tions using the same frequency bands.
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Head Office: ANRITSU CORPORATION
5-1-1 Onna, Atsugi-shi,
Kanagawa 243-8555, Japan
Tel: +81-46-223-1111

URL: https://www.anritsu.com
March 1931
¥19.2 billion

3,881 (Consolidated)
855 (Stand alone)

Tokyo (Ticker Symbol No: 6754)

Established:
Paid-in Capital:
Number of
Employees:
Stock Listing:

Sumitomo Mitsui Trust Bank, Limited
1-4-1, Marunouchi, Chiyoda-ku,
Tokyo 100-8233, Japan

Transfer Agent:

Number of

Shareholders: 72,772

Rating: Rating and Investment Information, Inc.
Long-Term: A-
Short-Term: a-1

Authorized Shares: 400,000,000

Issued Shares: 138,257,294

Major Subsidiaries (As of August 31, 2020)
[ _Japan |

R&D, manufacture, sales, repair, and

Anritsu Infivis Co., Ltd. maintenance of PQA equipment

Corporate Value Creation ’

Business Review H ESG H Fact Sheet

——— |nvestor Information (as ot march 31, 2020)

Breakdown of Shareholders:

Individuals Financial

and Others Institutions

32.2% 40.4%

Securities

Companies

Foreign 2.4%
Investors ‘

22.8% Other Corporations

2.2%

Major Shareholders

Number Percentage

Shareholder Name of Shares of Total
(in Thousands) Shares Issued
Japan Trustee Services Bank, Ltd. (Trust Account) 17,270 12.55
The Master Trust Bank of Japan, Ltd. (Trust Account) 11,850 8.61
BBH FOR MATTHEWS ASIA DIVIDEND FUND 6,610 4.80
Japan Trustee Services Bank, Ltd. (Trust Account 9) 4,367 3.17
Japan Trustee Services Bank, Ltd. (Trust Account 5) 2,620 1.90
Japan Trustee Services Bank, Ltd. (Trust Account 7) 2,498 1.82
Eﬂi icigztnit):iy Services Bank, Ltd. (Securities Investment 2.349 171
Sumitomo Life Insurance Company 2,314 1.68
BNY GCM CLIENT ACCOUNT JPRD AC ISG (FE-AC) 2,126 1.55
Japan Trustee Services Bank, Ltd. Sumitomo Mitsui Trust 2,000 145

Bank, Limited. Retirement Benefit Trust Account

Note: The shareholding ratio is calculated by excluding the number of treasury stock
(646,588 shares).

L EMEA ] Principal Businesses

Anritsu EMEA Ltd. (U.K.) gfﬂ]fr?ggrm'gﬁgance of measuring and

Manufacture of Test & Measurement
instruments and information and
communications equipment

Calibration, repair, and maintenance of Test &
Measurement instruments

Manufacture of optical devices

Tohoku Anritsu Co., Ltd.

Anritsu Customer Support
Co., Ltd.

Anritsu Devices Co., Ltd.

R&D and manufacture of measuring and other
instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Anritsu Ltd. (U.K.)

Anritsu GmbH (Germany)

Anritsu S.A. (France)

Management of facilities, welfare services, and

Anritsu Kausan Co., Ltd. production of catalogs and other materials

Sales and maintenance of measuring and

Anritsu S.r.l. (Italy) other instruments

Anritsu Real Estate Co., Ltd. Real estate leasing

Manufacture and sales of processed products
and unit assembly articles

[ americss | Principal Businesses

Anritsu U.S. Holding, Inc. (U.S.A.) Holding company for American subsidiaries

Anritsu Americas Sales Company Sales and maintenance of measuring and
(US.A) other instruments

AT Techmac Co., Ltd.

Sales and maintenance of measuring and
other instruments

R&D, manufacture, sales, and maintenance of
T&M instruments

R&D of measuring and other instruments
R&D of measuring and other instruments
R&D of measuring and other instruments
Sales and maintenance of PQA equipment

Anritsu AB (Sweden)

Anritsu A/S (Denmark)

Anritsu Solutions S.r.l. (Italy)
Anritsu Solutions S.R.L. (Romania)
Anritsu Solutions SK, s.r.o. (Slovakia)
Anritsu Infivis Ltd. (U.K.)

R&D, manufacture, sales and maintenance of
measuring and other instruments

R&D, manufacture, and maintenance of
measuring and other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of PQA equipment

Anritsu Company (U.S.A.)

Azimuth Systems, Inc. (U.S.A.)

Anritsu Electronics, Ltd. (Canada)

Anritsu Eletronica Ltda. (Brazil)

Anritsu Company S.A. de C.V.
(Mexico)

Anritsu Infivis Inc. (U.S.A.)

Anritsu Infivis B.V. (Netherlands)

Asia & Others Principal Businesses

Sales and maintenance of measuring and
other instruments

Anritsu Electronics (Shanghai) Co., Ltd. Maintenance of measuring and other
(China) instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

Sales and maintenance of measuring and
other instruments

R&D of measuring and other instruments
Sales and maintenance of PQA equipment

Sales of PQA equipment

Anritsu Company Ltd. (Hong Kong)

Anritsu (China) Co., Ltd. (China)

Anritsu Company, Inc. (Taiwan)

Anritsu Corporation, Ltd. (Korea)

Anritsu Pte. Ltd. (Singapore)

Anritsu India Private Ltd. (India)

Anritsu Pty. Ltd. (Australia)

Anritsu Philippines, Inc. (Philippines)
Anritsu Company Ltd. (Vietnam)
Anritsu Industrial Solutions
(Shanghai) Co., Ltd. (China)
Anritsu Industrial Systems
(Shanghai) Co., Ltd. (China)

Anritsu Infivis (THAILAND) Co., Ltd.
(Thailand)

Sales and maintenance of PQA equipment

Manufacture of PQA equipment

Manufacture and maintenance of PQA
equipment
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u Co., Ltd. (Koriyama

Anritsu Climate Change Action PGRE 30

Anritsu Climate Change Action PGRE 30* will reduce green-
house gas emissions through the use of renewable energy.
Private generation of renewable energy ratio accounted
for 0.8% of the Anritsu Group’s electricity consumption in
FY2018 and we will raise this to about 30% by around 2030.
To achieve PGRE 30, Anritsu Group has been introducing
and increasing the solar panel that will be consumed by the
Anritsu Group’s principal business sites—Atsugi in
Kanagawa, Japan, Koriyama in Fukushima, Japan and
Morgan Hill, California, in the U.S.A.

*PGRE 30:

“PGRE" refers to Private Generation of Renewable Energy and “30" refers to the tar-
get about 30% Private Generation of Renewable Energy by around 2030.
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