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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.
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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.
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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.
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——= Financial & Non-Financial Highlights

Operating Profit/Operating Profit Margin
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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)
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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
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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)
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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..
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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
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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)
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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)
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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)
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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

20 ANRITSU CORPORATION

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
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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

Construc

tion Factories

; = e’
ot PO, T R == -,
3 L b
Autonomous drivingl Telemedicine [J Remote control

Agriculture

e
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L e \
Remote monitoring § Farming support

R
J

Entertainment

5G New RAT

Customers

Small Cell

40G/100G
Data Center

)

Intemet ~ PCI-E
AOC

Ethernet

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

Anritsu Integrated Report 2020 29



—— 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- =
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~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/
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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
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