©
S
c
< o
Y]
O o
2 5
S5 O
O o
= O
£

ST

JZIDVANTE



Contents

01

02

03

Contents
Editorial Policy

Who we are

Summary

05

10

12

14

17

19

21

23

25

29

32

34

36

CEO Message
Megatrends and Our Market

“Grand Design” Mid/Long-Term
Management Policy

Second Mid-Term Management Plan
(MTP2)

Risk Management

Consolidated Financial and
Non-Financial Highlights

The Advantest Way

The Value Creation Process
Financial Capital: CFO Message
Human Capital: CHO Message
Customer Relationship Capital
R&D Capital

Manufacturing Capital

39

43

50

56

65

69

Further Enhancement of ESG
Initiatives

Environmental Initiatives

Social Initiatives

Corporate Governance
Interview with Outside Directors

Board of Directors, Skill Matrix

Information

73

75

77

79

80

81

83

85

86

01

History

Business Segments

Commentary: Semiconductor Test
The Semiconductors We Test
Global Network

11 Year Financial Highlights

Sustainability Accounting Standard
Board (SASB) Reporting

Corporate Overview/Stock Information

External Recognition

ADVANTEST Integrated Annual Report 2022



Editorial Policy

Advantest’s Integrated Annual Report presents in-
formation that is important to understanding our
value creation initiatives, spanning our manage-
ment philosophy, business model, strategy, and
governance, in addition to information on our fi-
nancial performance, in a format that embodies our
integrated perspective on corporate value. It aims
to provide content useful to a wide range of stake-
holders, including shareholders and investors.

The 2022 edition of the Report is structured as

follows.

Summary:

An overview of our value creation strategies,
achievements, and future outlook, with a detailed
focus on our Grand Design and Second Mid-Term
Management Plan (MTP2), which form the basis
of our strategy. This includes upward revisions to
MTP2 announced in July 2022.

This section describes our value creation process
using both financial and non-financial capital. In
depicting the value-creation power of non-financial
capital, such as relationships with customers and
new technology development, we have attempted
to give readers the sense that they are right there
on the frontline of our business.

This section introduces our ESG Action Plan 2021-
2023 and the progress of the initiatives we have
launched within its framework. For more detail on
this, please see our supplementary Sustainability
Data Book (https://www.advantest.com/sustainability/
report).

Information:

Useful information about Advantest, including our
history, business areas, and key financial data over
the past 11 years.

02

Reporting Guidelines, etc. Consulted for This

Report

- International Integrated Reporting Framework of
the International Integrated Reporting Council
(IIRC)

- GRI Standards

- TCFD Recommendations

- SASB (US Sustainability Accounting Standards
Board) Standards

Reporting Period & Scope

This report covers the period of FY2021 (April 1,
2021 to March 31, 2022). However, it also refers to
earlier and later dates as necessary. Unless other-
wise specified, all data are drawn from consolidat-
ed financial statements.

Disclaimer Regarding Forward-Looking
Statements

This report contains forward-looking statements
that are based on Advantest’s current expecta-
tions, estimates and projections. These statements
include, among other things, the discussion of
Advantest’s business strategy, outlook and expec-
tations as to market and business developments,
production and capacity plans. Generally, these
forward-looking statements can be identified by
the use of forward-looking terminology such as

» o« Y

“anticipate,” “believe,” “estimate,” “expect,” “in-
tend,” “project,” “should” and similar expressions.
Forward-looking statements are subject to known
and unknown risks, uncertainties and other factors
that may cause Advantest’s actual results, levels of
activity, performance or achievements to be mate-
rially different from those expressed or implied by

such forward-looking statements.

ADVANTEST Integrated Annual Report 2022
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Who We Are

Since our founding in 1954, we’ve been contributing
to the evolution of technologies related to electronic measurement.
Our technologies are most widely utilized in the field of semiconductor test.
Our products test semiconductors at high speeds,
using minute voltages and currents, to confirm

whether they meet design specifications.
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As semiconductors take on ever more varied and crucial roles
in our lives, higher performance and reliability are required.

Semiconductor test has become even more important.

Advantest provides industry-leading test solutions
that address challenges across the semiconductor value chain
with our advanced technological capabilities and global teamwork,
contributing to safety, security, comfort,

and sustainability in diverse worldwide arenas.
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4

Advantest’s Value

Advantest provides products and solutions based on elec-
tronic measurement technology. At the time of our founding
in 1954, the company focused on measurement instruments
used in electronic and communications equipment R&D and
quality assurance. We then shifted our focus to semiconduc-
tor test equipment. Our business domains have changed, but
our role remains the same: We measure and test the devices
developed and produced by our customers to ensure that
they operate according to specification. Our purpose & mis-
sion of “enabling leading-edge technologies” expresses our
commitment to supporting customer innovation with state-
of-the-art measurement technology, thereby contributing to
the common good.

The semiconductor test equipment market used to be an
extremely competitive environment divided among numerous
suppliers. Nevertheless, Advantest has maintained market
leadership since the 1980s, thanks to our aggressive and
continuous investment in R&D, our strong customer base,
our broad product portfolio tailored to diverse customer
needs, and our global support capabilities. Our close rela-
tionships with advanced customers who are also technolo-
gies and business leaders help us to stay ahead of the curve,
continuously developing next-generation test technology. To-
day, we hold a dominant market position with a substantial
technology moat that no other company can match.

In recent years, semiconductor technology has increasing-
ly proven its power to help solve various social and environ-
mental issues. Semiconductors have been indispensable to
the trends of remote work and distance learning and to the
rise of EVs and self-driving cars. As the infrastructure enabling
the analysis of big data they help to improve the accuracy of

2018~2020 Results

2017Results

(average values for MTP1 period)

$3.8s

Overall Tester
Market* (Approx.)

$3.08

weather forecasts and traffic congestion predictions. These
trends require semiconductors to have higher performance
and reliability. In this context, semiconductor test that “en-
ables leading-edge technologies,” plays an important role,
and brings a significant number of new opportunities for Ad-
vantest to demonstrate and grow its corporate value.

P23 The Value Creation Process

4

Our Road to Explosive Growth

In fiscal 2020, Advantest’s sales exceeded ¥300 billion for
the first time, and in fiscal 2021 they topped ¥400 billion. We
expect sales to exceed ¥550 billion in fiscal 2022. Operating
income reached the ¥100 billion level for the first time in fiscal
2021, and is expected to reach approximately ¥170 billion in
fiscal 2022, with an operating income margin of over 30%.
Ten years ago, in fiscal 2012, sales were just ¥132.9 billion,
and operating income was only ¥80 million. Our company
has grown by an order of magnitude in just one decade.

The major reason why we have been able to make such a
big leap forward have been strategic positioning in a growing
market. Going back to 2010, our main business was memo-
ry semiconductor test, a market that had shrunk significant-
ly due to factors such as falling chip prices, consolidation
among memory manufacturers, and lower investment in new
testers due to streamlining of the test process. However, in
2011, we acquired the US company Verigy with the aim of
capturing the SoC semiconductor tester market, which is
three to four times as large as the memory tester market.
In contrast to memory semiconductors, where the same
company generally handles everything from design to man-
ufacturing, SoC semiconductor production is increasingly
spread across separate companies that handle design, wafer

2021 Results
(1st fiscal year of MTP2)

$5.68

SoC Tester Market
(Approx.)

$2.28

$2.88

$4.38

Memory Tester
Market (Approx.)

$0.88

$1.08

$1.3s

Advantest’s Sales

(fiscal year) ¥207.28 ¥290.48 ¥416.98
Tostor Markot Share* 36% 50+ 47+
gzgrgester Market 309 475, 459,
Market Share 575% 56+ 51

*Source: Advantest
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manufacturing, assembly, and chip packaging and test. To
establish a strong presence in the SoC tester business, we
needed an understanding of the complicated global supply
chain and corresponding detailed and flexible support capa-
bilities. After the acquisition of Verigy, we focused on devel-
oping our test business in this globally distributed SoC value
chain. We steadily expanded our customer base by leverag-
ing our test platforms for high-performance logic semicon-
ductors such as APUs and GPUs.

| was appointed president of the company in 2017, and in
April 2018, we announced a 10-year mid/long-term manage-
ment policy (our Grand Design) and an initial 3-year mid-term
management plan (MTP1). At the time of that announce-
ment, | emphasized that the semiconductor tester market
had changed and would continue to grow over the medi-
um to long term, despite inevitable ups and downs. | did not
know at the time how fast the semiconductor market and the
related tester market was going to grow. Its expansion has
outstripped our expectations, but we seized this opportuni-
ty to dramatically expand our business. | believe the biggest
reason we were able to do this is that our seeds planted with
efforts in the SoC tester market over several years had borne
fruit, and we had already significantly increased our share of
the market.

In the four years since 2018, we have actively utilized M&A
to expand our business in response to the ever-changing and
growing market. In fiscal 2018, we acquired the system level
test division of the US company Astronics. As semiconduc-
tors become more complex and ensuring reliability becomes
harder, demand for system-level tests continues to grow. This
acquisition began to contribute to our business performance
immediately. Similarly, semiconductor test is becoming more

complex, requiring higher performance from tester peripher-
als. In fiscal 2019, we acquired Essai, a leading company in
high-end sockets, and in fiscal 2021, we acquired R&D Alta-
nova, which specializes in test interface boards for high-end
devices. The products handled by both of these companies
are all indispensable consumable parts for semiconductor
test, so the acquisition of these products has expanded and
stabilized our earnings. Going forward, we will continue to
consider M&A transactions that can generate synergies with
our semiconductor businesses and significantly drive growth.

P12 “Grand Design” Mid/Long-Term Management Policy

'2nd Mid-Term Management Plan (MTP2)
Revised Upward

In July 2022, we revised our second mid-term management
plan (MTP2), announced in May 2021, in response to the
high level of sales expected in fiscal 2022 following our strong
performance in 2021. These revisions raised our three-year
average sales target for fiscal 2021 through fiscal 2023. Our
original target was ¥350 billion-¥380 billion. It is now ¥480
billion-¥520 billion.

Regarding our current situation, the global economic slow-
down is becoming more pronounced due to global inflation,
tighter monetary policies in major countries, economic re-
cession in China, the COVID-19 pandemics, and geopolitical
risks. It seems inevitable that the semiconductor market and
the semiconductor tester market will undergo a temporary
adjustment. However, customers are still strongly motivated
to invest in advanced semiconductors such as HPC (High
Performance Computing) devices, and the shortage of semi-
conductors for automobiles and industrial equipment has not
yet been resolved. Despite concerns about a decline in con-
sumer semiconductors such as devices for mobile phones,
personal computers, and game consoles, Advantest has
revised its sales target for fiscal 2023 to around a range of
-156% to 10% above fiscal 2022, on the premise that global
economic fluctuations will stay within the bounds of the nor-
mal business cycle.

In addition to raising our sales targets for MTP2, we have
increased our investment budget for R&D and production
equipment from our initial plan of ¥40 billion to ¥70 billion,

5 Strategies

n Reinforce Core Businesses, Invest Strategically
E Seek Operational Excellence

Explore Value to Reach a Higher Level

ﬂ Pioneer New Business Fields

E Enhance ESG Initiatives
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to respond to the mid/long-term technological evolution of
semiconductors and expand our production capacity. At the
same time, the five core strategies set forth in our Grand De-
sign remain unchanged. In August 2022, we acquired CREA,
a power semiconductor test system company based in Italy
to strengthen our core business solution portfolio. Demand
for power semiconductor test is expected to grow signifi-
cantly amidst wider adoption of EVs and needs for lower
power consumption in data centers. We believe that syner-
gies between CREA's excellent solutions and our extensive
customer base and technical team will enable us to capture
the growth of the power semiconductor tester market in the
future.

We are also taking on the challenge of developing a test
business that utilizes the cloud, software, and data analyt-
ics. As semiconductors become more sophisticated in the
future, design, process development, and mass production
test processes will become even more complex. A platform
that collects and analyzes vast amounts of data from testers
and manufacturing processes can bring significant new value
to customers. Based on this perspective, we have launched
a cloud service called “Advantest Cloud Solutions,” a stan-
dard and open infrastructure that leverages both cloud and
edge computing, and are moving toward commercialization
of such services with the participation of advanced semicon-
ductor companies and partner companies that develop and
provide solutions.

P14  Second Mid-Term Management Plan (MTP2)

'Mid/Long-Term Growth & the Pursuit of
Operational Excellence

Although the semiconductor market may temporarily enter
an adjustment phase, | believe that it will grow steadily over
the medium to long term. The Metaverse is one example of
a series of new applications that will further drive the growth
of the semiconductor industry. In addition, semiconduc-
tors have come to play an increasing essential role in the
infrastructure that supports our lives, meaning that higher

CxO Roles

functionality and reliability are required more than ever before.
Against the backdrop of these needs, semiconductor sup-
pliers continue to develop technologies that enables higher
speeds, higher densities, and better power efficiencies. With
technological breakthroughs such as EUV exposure and 3D
packaging, this trend is expected to continue for some time.
All of this is accompanied constant advances in the sophisti-
cation of semiconductor test, a powerful driving force for the
growth of the test business.

To cite some numbers, SEMI, an international industry as-
sociation for semiconductor manufacturing equipment and
materials suppliers, predicts that the semiconductor market
in 2030 will reach $1 trillion, roughly double the 2021 level (as
of July 2022). If the semiconductor tester market grows at
the same rate as the semiconductor market, and we maintain
our market share, a semiconductor market size of $1 trillion
means about $7 billion in business for Advantest. In the past,
the semiconductor tester market was greatly influenced by
trends in personal computers and smartphones, but now
that final demand for semiconductors has spread to various
other products, we can expect not only an increase in the
market’s scale but also a reduction of the market’s volatility.

P10 Megatrends and Our Market

On the other hand, | am keenly aware that if we expand
our business significantly in the medium to long term, our
existing business processes will not be able to support our
growth. Say sales double; if equipment and personnel costs
also double while business processes remain unchanged,
the benefits obtained from growth will be limited.

For this reason, the second of our MTP2 strategies is the
pursuit of greater operational excellence. Our priority is not to
reduce costs but rather to refine systems that can continue
to provide valuable products to customers in a timely manner,
even if the scope of our business expands. For example, the
CxO system introduced in 2021 is a mechanism for dele-
gating authority to executive officers so as to expedite man-
agement decisions. In the globally distributed semiconductor
business, this system aims to leverage the power of CxOs in
each region who are highly familiar with their respective fields,

CEO (Chief Executive Officer)

Yoshiaki Yoshida

CPO (Chief Production Officer)

Soichi Tsukakoshi

CFO (Chief Financial Officer)
CCO (Chief Compliance Officer)

Atsushi Fujita

CTO (Chief Technology Officer)

Koichi Tsukui

CSO (Chief Strategy Officer)

Douglas Lefever

CHO (Chief Human Capital Officer)

Keith Hardwick

CCRO (Chief Customer Relations Officer)

Kimiya Sakamoto

CDO (Chief Digital Officer)
CIO (Chief Information Technology Officer)

Richard Junger
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rather than making every decision at headquarters in Japan.
In addition, our promotion of DX (Digital Transformation) is
not just a matter of cutting labor costs. It is also a policy re-
viewing and optimize all process, ranging from development
to manufacturing, sales, and customer support. DX is also an
effective tool for integrating the internal processes of compa-
nies that have joined our group through M&A.

4

Further Enhancement of ESG Initiatives

The fifth strategy of our Grand Design is “Further Enhance-
ment of ESG Initiatives.” | believe that an ESG perspective
leads one to consider the value of a company’s existence.
Companies all aim to grow while interacting with various
stakeholders through the businesses in which they excel.
However, if a company’s business rests on the burdens and
sacrifices of some stakeholders and the global environment,
growth cannot be long-lasting. A sustainable global environ-
ment and society is the prerequisite for a sustainable busi-
ness. | believe our ESG initiatives in the areas of development
of products with reduced environmental impact, fair trade,
and transparent governance will help our stakeholders, in-
cluding customers, suppliers, and shareholders, to recognize
our value, leading to sustainable growth.

In last year’s integrated report, we noted that one of our
ESG issues was obtaining individual employee buy-in. One
year later, | am proud to say that we have launched a task
force on global warming and human rights issues based on
our ESG Action Plan. | feel that we are gradually approaching
a situation in which employees share a well-rounded ESG
perspective, with business divisions taking the lead in making
proposals regarding the environmental impact of products. A
active participation by women at Advantest is also steadily
increasing, and the ratio of women in management positions,
which is one of our KPIs, is increasing (8.3% in fiscal 2020
to increase 9.6% in fiscal 2021). Regarding governance, last
year we introduced an executive compensation system that
takes into account ESG evaluation scores as one of the KPIs.
By continuing these activities, we hope to link the promotion
of ESG to the improvement of corporate value.

P.39 Further Enhancement of ESG Initiatives

'Corporate Culture & Our INTEGRITY Core
Values

Whether we are talking about the pursuit of operational ex-
cellence or the enhancement of ESG initiatives, it is individual
employees who actually take action. Although our company
was born in Japan, we now provide products and services to
customers in the complex, highly networked semiconductor
value chain around the world. Advantest Group employees
are also internationally diverse. Development, production,

and support are distributed all over the world, and a ratio of
Japanese employees is about 40% of our total headcount. In
order for our employees around the world to take pride in our
business and achieve maximum results as an organization, it
is essential to foster an attractive corporate culture at each
and every Group company.

After announcing our Grand Design, we established our
“INTEGRITY” Core Values as a mindset for all employees
around the world to share, to help them work together to
serve our colleagues, customers, and the common good.
Each letter of INTEGRITY stands for a Core Value. These val-
ues are positioned as Group-wide guidelines for individuals to
rely on in carrying out their duties and make decisions.

P21 The Advantest Way

In order to build a corporate culture suitable for Advant-
est, we started by holding INTEGRITY workshops for all em-
ployees, followed by “Leading with INTEGRITY” leadership
training workshops for all managers, which help to embody
INTEGRITY in each department. We have also appointed IN-
TEGRITY Ambassadors as role models, and hold activities to
further inculcate our Core Values at each location.

Once an organization is created, it is resistant to change,
but in fact the business environment changes from moment
to moment. Employees who are members of an organization
sometimes need to think and act in the big picture beyond
their own organization. In this context, we cannot fully sup-
port the global semiconductor value chain unless we identify
the essence of our business, communicate based on trust,
and demonstrate teamwork. Over the past few years, despite
COVID-19 and other difficulties, Advantest has been able to
achieve strong results as a result of the efforts of all Group
employees who acted with a correct understanding of our
INTEGRITY Core Values. | am prouder of them than | can say
in word.
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The accelerating digitization of society is spurring growth and innovation in the semiconductor industry to
new heights. Faster semiconductor evolution has caused a major shift in the role of semiconductor test,

leading to a growth in the test market.

'The Accelerating Digitization of Society &

the Data Explosion

Semiconductors are now embedded in every part of our
lives. They are indispensable components not only of per-
sonal computers and smartphones, but also domestic appli-
ances, automobiles, and industrial equipment. What’s more,
we now live in a world where everything is connected to the
internet. Day by day, our world and our daily lives are getting
“smarter.”

As the number of networked devices connected to the net-
work increases, the amount of data in the world is expected
to increase every year. Information about our locations, our
viewing and consumption habits, and more is accumulated
as “big data” and used for new services and problem solving.
In addition, M2M (Machine to Machine) technologies such
as autonomous driving and remote facility management sys-
tems, which exchange information without human interven-
tion, support our comfort and safety, and are expected to
turbocharge the “data explosion.”

The ongoing digitization of society and increase in data vol-
umes have been further accelerated, shaping trends that will
continue into the future. As we progress along the road to a
completely digitized world, the demand for semiconductors
as infrastructure will continue to spread to every corner of the
globe, and the number of semiconductors on the market will
increase dramatically.

>

Data Centers: A Key Semiconductor
Demand Driver

The flood of data generated by smartphones and automo-
biles is sent to data centers for processing and storage by
the servers and networking equipment at each facility. It is
no exaggeration to say that it is thanks to data centers that
we can store our important data and enjoy all the multitudi-
nous conveniences of the internet. And since data volumes
will continue to grow exponentially in the future, investment in
data centers is expected to go on expanding.

In data centers, semiconductors are used for all the func-
tions that control data transmission, processing, and storage.

10

Various semiconductor device types are in demand, and so-
phisticated functions are needed to process large amounts
of data at high speed. Demand for semiconductors used
in data centers is growing robustly due to increasing use of
cloud services and other factors, and they are seen as a key
driver of semiconductor demand going forward.

v

Semiconductors Contribute to Global
Sustainability

Semiconductors are becoming smaller and more sophisticat-
ed as the technology evolves, achieving energy savings for
the semiconductors themselves as well as the end products
in which they are used. For example, although the processing
power of data centers and the volumes of data they handle
have increased dramatically in the last few years, thanks to
significant semiconductor performance gains, growth of their
energy consumption has been restrained. In this way, semi-
conductors contribute significantly to reducing the environ-
mental burden of data centers, supporting both the evolution
of DX and the sustainability of our planet.

The COVID-19 pandemic has significantly changed the
way people communicate. Many things we used to do in real
life are increasingly moving online. Semiconductors are help-
ing to make us more efficient, and are supporting Net Zero,
by enabling people to connect online with others all over the
world without having to travel by car or airplane.

Power semiconductors also play an indispensable role in
energy saving by efficiently controlling electric power. They
are widely used in domestic appliances, electric vehicles
(EVs), data centers, and other applications. Improving the
performance of power semiconductors also contributes sig-
nificantly to CO, emissions reduction.

v

Semiconductor Evolution Accelerates
Test Demand

The test process is the first time that semiconductors “go
live,” by having electricity passed through them, after the long
and complex manufacturing process. Only those judged to
be non-defective are shipped and installed in final products.

ADVANTEST Integrated Annual Report 2022
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It is thanks to semiconductor test that the home applianc-
es and smartphones we use every day work properly, and we
can drive our cars with peace of mind.

The markets for cutting-edge semiconductors such as
processors for smartphones and HPC devices used in serv-
ers, etc., are fiercely competitive due to their sheer scale and
the high potential for growth. To prevail in this environment,
the companies that make these semiconductors - our cus-
tomers - must develop products quickly, launch mass pro-
duction promptly, and secure markets for their products.
However, ensuring the design quality and yield of these ad-
vanced semiconductors is far from easy. Our test solutions
play a major role in helping customers bring them to market
successfully.

When customers are designing advanced semiconduc-
tors, they need new, advanced test systems for verification
and quality improvement. By introducing more test systems
at the design stage, it is possible to shorten the development
period and thus the time to market, and to introduce new
products ahead of other companies. Then, when ramping
up production lines, many new test systems are installed to
quickly identify defects, raising yields quickly and shortening
time to volume, until the target production volume is reached.
When mass production finally settles into a groove, it is time
start development on the next new semiconductor device,
and many new test systems are installed for design verifica-
tion and mass production ramps.

Moreover, as a result of recent advances in the complexi-
ty and density of advanced semiconductors, defects some-
times occur when devices are installed in final products,
even though the devices worked well alone. To eliminate
such defects in advance, customers test the devices in the
same environment where they will ultimately be used. This
is called system-level test. Again, our system-level test sys-
tems help our customers solve their challenges. The highly
competitive semiconductor market environment is driving the
early development and introduction of new semiconductors,
creating greater test demand. Trends such as the evolution
of semiconductor performance due to the digital transforma-
tion, increasing needs for reliability, and the diversification of
applications all bring new technical challenges to design and
mass production processes, further accelerating the expan-
sion of test demand. There was a time when test was just a
cost that chipmakers had to bear, and tester market growth
lagged the growth of the semiconductor market. However,
today, semiconductor test is an investment that helps chip-
makers beat their competitors by shortening time to market
and time to volume, and contributes to cost control over the
entire product life cycle. The increasingly vital role of semi-
conductor test ensures that the semiconductor test market
will follow a growth trajectory in step with the technological
evolution of semiconductors.

Competition in the Semiconductor Market Fuels Investment in Test

S

Design & Evaluation
(Wafer Test, Final test)

Better Design Quality
Shorter Development
Times

Time to Market

Improved Yields
Time to Volume

Semiconductor Production

Faster Production Ramps

Product / System-Level
Test

Elimination of
Defects in Final
Products

@ Tested by ADVANTEST

Semiconductor Value Chain
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“Grand Design” Mid/Long-Term Mana
Policy

In FY2018, Advantest formulated a 10-year mid/long-term management policy, our “Grand Design,” which
defines the commitments and strategies needed for Advantest to continue to be a company that embodies
its corporate purpose and mission of “enabling leading-edge technologies” At the same time, we articulat-
ed our corporate vision as “adding customer value in an evolving semiconductor value chain.” Since then,
we have been working to grow corporate value under this policy.

around the world, to help them work together to create cus-

4 .
Grand DeSIQn (1 0 Years) (FY201 8-2027) tomer value and improve corporate value.
Overview & Where We Are Now In FY2021, three years after the formulation of our Grand

Design, we updated it to reflect progress made to date and
changes in the company’s external environment. The entire

Purpose & Mission company is working as one to achieve our updated targets.

Enabling Leading-Edge Early Achievement of Long-Term Management Metrics
Technologies Our Grand Design initially set a long-term target of ¥300-
400 billion in net annual sales. In 2021, we revised this tar-

get to “early achievement of ¥400 billion in sales.” However,

i i i due to factors such as the continued strong expansion of
Addlng Customer Value in an EVOIVmg the semiconductor test equipment market, we were able to
Semiconductor Value Chain achieve this goal in FY2021, rather than in FY2027 as origi-

nally foreseen.
Amid the ongoing changes in the market and society, such
as the mid/long-term expansion of semiconductor demand,

Background to Formulation of the Grand Design which were foreseen under our Grand Design, we will lever-
In the past, the semiconductor test equipment market was age the early achievement of our sales target to promote var-
subject to wide fluctuations in demand due to changes in ious growth strategies, aiming to realize our vision and further
semiconductor production volumes and cycles of techno- improve corporate value.
logical evolution influenced by trends in final products such
as personal computers. However, due to structural demand Corporate Vision: Adding Customer Value in an Evolving
changes, such as the ongoing digital transformation, data Semiconductor Value Chain
explosion, and expansion of semiconductor applications, by We will expand our business domains beyond the develop-
2018 the semiconductor test equipment market had shifted ment and sales of semiconductor volume production test
onto a more stable growth trajectory than in the past. systems to also include adjacent markets such as semicon-
In addition, as a result of Advantest’s acquisitions of com- ductor design and evaluation processes and product/system
panies outside Japan, and the expansion of our global busi- level test processes, which are performed before and after
ness base in line with the growth of the global semiconductor semiconductor volume production processes, with the aim
market, our percentage of overseas sales has consistently of expanding and growing corporate value.

exceeded 90% since the mid-2010s, and the company had
already transformed itself into a diverse international organi-
zation with a diverse talent pool. Amidst these internal and ex-
ternal structural changes, we established our Grand Design
and Vision as common management goals for employees

12
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Vision Statement: Adding Customer Value in an Evolving Semiconductor Value Chain

EVE eSS i St Alliance with PDF Solutions, Inc. (USA) (FY2020)

Al, Data Analytics, and etc.
by Advantest Cloud SolutionsTM (ACS)

Expansion of ACS services to
provide new customer value

_____________________________ 4

[SoC SLT] Acquired Semiconductor SLT business
from Astronics Corp. (USA) (FY2018)

‘ Under.
Exploration

5 Qj

S

Design /
Evaluation
Processes

Our Core Business Areas

Production Processes
(Wafer test & Final test)

Semiconductor Value Chain

[Power semiconductor testers]
Acquired CREA (ltaly) (FY2022)

Reinforcement of Core Businesses

[Test Sockets] Acquired Essai, Inc. (USA) (FY2019)
[Interface Boards] Acquired R&D Altanova, Inc. (USA) (FY2021)

Reinforcement of Recurring Business

Expansion into SLT )| 2

Product /
System Level Test
Processes

Diversification & expansion
of revenue sources

The chart above shows the progress, as of the first half of
FY2022, of our efforts to reinforce and grow our business
domains, starting from our core businesses, with the aim of
realizing our mid/long-term vision.

Following the acquisition of the system level test (SLT)
business of the US company Astronics, Inc. in FY2018, we
strengthened our system level test business and related
recurring businesses with the acquisition of two more US
companies, Essai, Inc. and R&D Altanova. In addition, we
have recently complemented our organic efforts to reinforce
our core businesses with the acquisition of Italian company
CREA in preparation for future growth in the test market for
high-power analog ICs such as SiC/GaN, which contribute to
improved energy efficiency. Apart from these efforts to rein-
force our hardware business, we are also building a solution
platform called “Advantest Cloud Solutions” for cloud ser-
vices and data analytics.

Supported by broad-based demand drivers such as the
ongoing digital transformation and carbon-neutral policies,
the semiconductor market is expected to grow over the mid/
long-term despite short-term demand fluctuations. In addi-
tion, increases in semiconductor complexity and integration,
which have driven the expansion of the semiconductor tester
market in recent years, are expected to actively advance in
the future. Against this backdrop, customers hold ever higher
expectations for Advantest to deliver total test solutions that
cover the entire semiconductor value chain. Based on these

[il Be the No.1 provider of test & measurement solutions
1 Partner with leading-edge customers

El Develop leading-edge technologies

1 Attract and retain the best talent in the industry
[ Learning organization

[l Improve financial KPI and increase corporate value

mid/long-term industry trends, we will continue to reinforce
our core businesses and expand our business domains.

At the same time, in keeping with the ROIC-based busi-
ness evaluation system that was introduced when we for-
mulated our Grand Design, we will continue to review our
business and product portfolios from the perspectives of
capital efficiency, mid/long-term business earnings outlook,
and the “best owner” principle.

Commitments and Strategies

In order to achieve our corporate vision, our Grand Design
sets forth 6 commitments supported by 5 strategies. Above
all, @, the further enhancement of ESG initiatives, will help us
to strengthen our ability to respond to risks and opportunities
and strengthen our resilience amidst high uncertainty and
rapidly changing factors such as the COVID-19 pandemic
and economic security trends. We added this fifth strategy in
FY2021 based on a recognition that the enhancement of our
ESG initiatives will lead us to a better future.

We have also positioned these five long-term strategies at
the core of our successive three-year mid-term management
plans. Our first medium-term management plan (FY2018-
2020) was successfully completed with financial results and
market share growth that exceeded initial expectations. Cur-
rently, we are working on executing our second mid-term man-
agement plan (FY2021-2023), which started in FY2021, aiming
to make further strides towards our Grand Design goals.

Strategies

0 Reinforce Core Businesses, Invest Strategically
e Seek Operational Excellence

e Explore Value to Reach a Higher Level

Q Pioneer New Business Fields

e Enhance ESG Initiatives
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Aiming to further solidify our route to achievement of our Grand Design goals, MTP2 promotes initiatives to
reinforce businesses for further growth, while expanding both growth investments and shareholder returns

to improve corporate value.

VMTPZ: A Plan Based on the Latest

Business Environment Trends (May 2021)

At the end of our first mid-term management plan (MTP1,
FY2018-2020), we reviewed the social megatrends and
semiconductor market outlook that inform our strategy. We
recognized that the semiconductor market, which is the
source of Advantest’s growth, is expected to continue ex-
panding in line with the progress of digital transformation,
suggesting that our business environment would continue to
be favorable for the time being. Based on this medium-term
business environment forecast, in May 2021, we formulated
our second mid-term management plan (MTP2, FY2021-
2023) to further progress the company towards achievement
of our Grand Design goals, and launched initiatives aimed
at accelerating our progress. Under MTP2, while follow-
ing the course of MTP1, which ended successfully, we are

Strategies

Reinforce Core Businesses, Invest
Strategically

aggressively promoting growth measures that will contribute
to business expansion in our core business and related mar-
kets from a mid/long-term perspective, aiming for sustain-
able growth whilst strengthening our business foundations.

'MTP2 Growth Strategy & Progress During

First Year

The core of MTP2 is the promotion of the 5 Strategies set
out in our Grand Design. Throughout fiscal 2021, securing
parts to respond to expanding customer demands was our
highest priority. In addition, due to the prolonged COVID-19
pandemic, business remained restricted by regulations on
the movement of people and logistical difficulties. However,
even in these circumstances, we were able to make progress
during the year, as a united global group, on the mid/long-
term initiatives described below.

Key 1st-Year Achievements

® In order to further enhance our mid/long-term presence in the tester
market, we reinforced the lineup of modules for our V93000 EXA

Scale SoC tester, and introduced two new memory testers.

® We executed R&D based on a long-term roadmap aligned with
semiconductor technology trends. At the same time, by hiring more

e Seek Operational Excellence

sales / support personnel, we expanded our tailored solutions for
diverse customers and applications.

® To expand our system level test business, we cultivated HPC and
smartphone-related demand and focused on sales to the automo-
tive market.

Explore Value to Reach
a Higher Level ®

©

We acquired the US company R&D Altanova, strengthening our test

interface business.

® We expanded our Advantest Cloud Solutions™ (ACS) services, and
implemented hiring with a view to future business expansion.

e Pioneer New Business Fields ([ J

The Techinsights Customer Satisfaction Survey named Advantest

the SPE industry leader for the third consecutive year.

® We reviewed our global executive system to strengthen earning
power, and introduced a CxO system.

@ Enhance ESG Initiatives ¢

We formulated an ESG Action Plan to promote ESG understanding

company-wide.
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Future Focus of MTP2

Looking ahead to the future of Advantest’s market environment, demand for semiconductor test equipment is expected to grow
in the mid/long-term due to further expansion of semiconductor demand, the increasing sophistication of semiconductors,
increasing needs for reliability, and the increasing importance of energy-saving technologies. These facts give rise to our recogni-
tion that we will enjoy various mid/long-term growth opportunities. We will promote measures to solidify our foundation for growth
in order to make even greater strides forward in the future.

Company-Wide Policies

Amid expectations for long-term growth in the semiconductor market, we will strengthen our company-wide growth foundations
such as supply chain management, DX/Al investment, capital investment, and investment in human resources with the goal of
securing our growth potential and reinforcing our business. In addition, by strengthening our partnerships with leading customers
in the semiconductor value chain, we will enhance our ability to respond quickly to technological evolution.

Key Measures for Success

® Capture the expanding demand for test equip-

Semiconductor & Component Test System

Segment

For SoC testers, we see major business opportunities due to
technological advances in semiconductors, such as advanc-
es in miniaturization, the adoption of advanced packages, and
growth in 5G millimeter-wave devices. In addition, many other
sectors are poised for growth, such as power semiconductors
and silicon photonics devices. We will promote design-in activ-
ities for leading companies in each sector and refine processes
that ensures we can capture future demand opportunities.

In memory testers, we will continue to leverage our position
as the only tester vendor that can provide solutions to all players
and for all test processes, aiming to secure a market share of
50% or more.

ment for SoC semiconductors, including HPC
(high performance computing) devices, a sector
which is expected to grow robustly over the mid/
long-term, by leveraging the strengths of the new
VO3000 EXA Scale.

Establish a leading position in test for milime-
ter-wave related devices, a sector that will com-
mence full-scale growth during the period of MTP2.
Capture demand in emerging markets such as
power semiconductors and silicon photonics
devices.

Maintain a strong business foundation for DRAM
and non-volatile memory device test.

Mechatronics System Segment

Utilizing technological resources cultivated over many years,
such as high-precision temperature control and signal transmis-
sion technologies, we will promote sales of test cells that lead to
improved test quality.

Expand sales opportunities by providing test cell
environments that deliver better test quality.

Services, Support, and Others Segment

As the number of applications requiring SLT continues to in-
crease amidst higher quality assurance requirements, we
will work to expand our SLT customer base and the types of
products that we support. In the area of data analytics, we will
work with customers to develop innovative solutions that inte-
grate hardware and software through ACS (Advantest Cloud
Solutions).

15

As demand for system level testing (SLT) in-
creases, win more customers in mobile, HPC,
automotive, memory / storage, etc. In addition,
actively promote expansion of recurring business
for consumables.

Invest to refine our business model in the data
analytics field and further develop infrastructure
for this business.
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4 MTP2 A
\"[ ]
MTP2 Sales Progress & Outlook %) ¥480 - 5303

800
700

600

Approx. ¥605B
(Approx. /y +10%)

In FY2021, the first year of MTP2, we achieved a record-high - MTP1 Avg. ¥5508
performance amidst strong growth in the semiconductor o ¥290.48 V41698
market. In FY2022, demand for semiconductor test equip- E vo80 55 ¥075.95 ¥312.88 Approx. ¥4658
ment will continue to be strong, and we expect to set new 200 (Approgly -15%)
performance records once again. As of July 2022, we fore- E I I I I I
cast net sales for FY2022 of ¥550 billion, an increase of 0
FY2018  FY2019  FY2020  FY2021  FY2022  FY2023

31.9% year on year. Forecast*  Estimate®

With regard to the outlook for FY2023, we consider it MTP1

necessary to anticipate some degree of softening demand

* Excerpts from the July 2022 announcement

for final products and weaker growth in the semiconductor
market as recession risks affect the global economy. On the

4
MTP2 Update (July 2022)

other hand, the diversification of semiconductor applications
in recent years has created a higher support level in the semi-
conductor test equipment market. Additionally, the ongoing
trend of greater difficulties around testing high-end devices,
the strong motivation of major chip makers to invest in ad-
vanced technologies, the future sales outlook for Advantest’s
products, and foreign exchange rate trends all contribute
to the possibility that our sales will not decline significantly
during the MTP2 period. Based on the assumption that the

The management metrics that are emphasized in MTP2 are
sales, operating margin, net income, return on equity attrib-
utable to owners of the parent (ROE), and earnings per share
(EPS). In order to evaluate the progress of the plan from a mid/
long-term perspective, Advantest uses three-year averages to
minimize the impact of single-year performance fluctuations

As mentioned above, based on our FY2021 sales perfor-
mance and future outlook, it now appears that the company is
more likely than before to exceed each of the numerical targets
set forth at the time MTP2 was formulated. Thus, we have
revised MTP2 as follows.

current slowdown in the global economy will remain within
moderate bounds, we expect FY2023 sales growth to be in
the range of approximately -15% to +10% year-on-year, as
of July 2022.

Trends in Advantest’s mid-term management plan metrics

Grand Design [FY2018~FY2 »

First Mid-Term Management Plan Second Mid-Term Management Plan }
(MTP1, FY2018~FY2020) (MTP2, FY2021~FY2023)
MTP2 Targets*®

(revised July 2022)
Avg. of FY2021-23

Previous MTP2 Targets*?
(announced May 2021)
Avg. of FY2021-23

MTP1 Targets FY2021

Avg. of FY2018-20

MTP1 Results

Avg. of FY2018-20 Results

Sales ¥250B ¥290.48 ¥350-3808 416.98 ¥480-5208
Noeaeing 17% 22.3%" 23-25% 27.5% 27-30%
Net Income — ¥60.18 ¥62-708 87.38 ¥98-1208
ROE 18% 29.1% 20% or more 30.4% 30-35%
EPS ¥170 ¥309 ¥320-370 ¥450 ¥510-630

*1. In MTP1 period, Advantest recorded one-off profit of approximately ¥12 billion

*2. The exchange rates used in the previous announcement were 1 USD = 105 JPY and 1 euro = 130 JPY.

*3 The revised targets use exchange rates for FY2022 2Q-4Q and FY2023: 1 USD = 130 JPY and 1 euro = 140 JPY (Actual rates in FY2021 were 1 USD = 112
JPY and 1 euro = 130 JPY, and FY2022 1Q rates were 1USD = 124 JPY and 1euro = 134 JPY).
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Each of Advantest’s locations around the world has diverse functions. To perform appropriate risk manage-
ment within this structure, each unit of responsibility (individual divisions, business units, and six overseas
locations) engages in risk management autonomously in normal times, while We also have a top-down risk
response structure to be activated in the event of an emergency.

Vv
Our Basic Risk Management Philosophy

It is essential to identify present and future risks, prepare for
them, and take appropriate countermeasures so as to seize
business opportunities and tackle challenges amidst the up-
heavals affecting our business environment, such as the data
explosion, the progress of the digital revolution, and accel-
erating social change. By linking management strategy with
risk management, we aim to comprehensively identify exist-
ing and anticipated risks. All business units, functional units,
and regional units take a bird’s-eye view to identify risks,
meaning factors that may hinder the achievement of man-
agement strategies, and takes appropriate countermeasures
according to the magnitude of the risks.

In addition, we have prioritized the creation of a system
that can promptly respond to these risks if and when they
materialize. Each unit strives to coordinate with what we call
the “second line” (administration department) and “third line”
(internal audit division) of defense so as to be fully prepared
to respond to risks.

Thus, autonomous risk management by each unit, com-
bined with management oversight, forms the basis of our risk
management system.

4

Risk Management Structure

H Organization

Under the risk management policy set by the Internal Control
Committee, each unit manages its own risks while the Inter-
nal Control Committee supervises and evaluates the situation
and provides feedback.

Compliance-related risks are collected by the Chief Com-
pliance Officer (CCO). In addition, certain types of risk infor-
mation are reported directly to the Board of Directors, Audit
and Supervisory committee and the Executive Management
Committee.

A Risk Management Group, headed by the President, has
also been set up to act promptly in the event of an emergency.

17

H Process

Each unit incorporates the management plan formulated by
the Board of Directors and the Executive Management Com-
mittee into its own priority measures.

The Internal Control Committee defines the factors (risks)
that may hinder the achievement of these priority measures,
and requests individual units to identify risks and report on
their risk responses. In this manner, the Internal Control
Committee oversees and supports the risk analyses of in-
dividual units as well as information sharing between units
from a company-wide perspective. Each unit reports its
risk management status to the Internal Control Committee
twice a year. The Internal Control Committee then checks
the risk management status of individual units and provides
feedback. The Secretariat of the Internal Control Committee
also supports each unit in various manners as appropriate,
such as providing proposals for risk analysis and counter-
measures, and providing necessary information.

Compliance-related risks are collected by the CCO, and
then the CCO report them to the Board of Directors, Audit
and Supervisory committee and the Executive Management
Committee. Depending on the nature of the risk, risk informa-
tion may be reported directly to the Board of Directors or the
Executive Management Committee. The Board of Directors
or the Executive Management Committee handles risks at
the corporate level by making timely decisions and giving in-
structions to related units.

In the event of an emergency, a quicker response is possi-
ble under the direction of the Risk Management Group.
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Key Risks and Countermeasures

In fiscal 2021, approximately 350 risks were identified by divisions, business units, and overseas locations. Below is a list of the
major ones organized by materiality.

Our Definition of Materiality
Product strength, technical strength, customer base, human resources, fi-

nancial base, and risk management are only a few of the many important

management topics we must tackle. However, the achievement of our Grand
Design goals is our immediate priority, and for that purpose, we must thor-
oughly refine and execute the strategies set forth in Second Mid-Term Man-

Reinforce Core Business, Invest
Strategically

9 Seek Operational Excellence

agement Plan(MTP2). With this in mind, we decided to make our materiality e Explore Value to Reach a Higher Level

items the five strategies of our Grand Design, themselves. We decided that it
would be most practical to clarify and tackle specific issues at each of strate-
gy execution level after having broken our key strategies down further.

o Pioneer New Business Fields

e Enhance ESG Initiatives

Key risks Ml Priority measures =N
Y addressed y charge*

Significant demand fluctua-

- Outsourced production, diversification of suppliers
- Strengthen services and other businesses, including recurring busi- | CSO

Expansion of our peripherals business

1 It:‘%':f‘s;" ) S e o 9 nesses and new businesses Co-CSO
vy - Collect accurate information by strengthening communication with
customers and overseas locations
gﬁﬂ::ttghda;ﬁvlgfzzsvdlﬁéz e - Strengthen relationships with leading customers, collect information
in a timely manner asg e - Consider lean ways to develop our products by thorough analysis cTO
2 of delays in development and 0006 gﬁggg the early phases of development and design reviews at each | S5
design, failure to achieve per- . . .
formance targets New product research using data analysis
Market share losses due to - Establish a system that does not rely excessively on specific suppli-
3 failure to procure parts and o 9 ers, such as selection of alternative parts and use of standardized | CPO
deliver products in a timely products CcDO
manner - Constant assessment and review of suppliers
4 Intense competition may im- 0 - Understand customer needs even better CCRO
pact market share - Provide unique functions and high value-added solutions CTO
5 g:;zzluﬁ)"ff es :;;'g::‘f;,?sag: 0 9 9 - Refinement of BCP, obtain punctual information CFO
our suppliers’ major facilities - Diversification of production bases and external suppliers CPO
- Coordinate and replenish human resources between divisions
. . i - Formulate a mid/long-term hiring plan, improving our working en-
6 iF;Zt::E?rI\ :‘c:;:‘f)mgglsy speclal 0600 vironment, increase engagement, and provide opportunities to im- gg—%HO
prove skills through education and training programs

- Pursue automation and train multi-skilled engineers
- Collect risk information promptly
- Strengthen relationships with customers and suppliers CFO

Impact of global economic - Establish new shipping processes and alternative supply sources CsO

/ and political trends on global 9 to continue to make our procurement routes and production bases CPO

business development more flexible Co-CSO
- Establish basic procurement policy, encourage suppliers to under-
stand and ensure human rights and occupational safety
Impact on corporate value due ) ) . .
. . - Continual searching and exploration of new businesses
8 to delays in developing new (4) ) - , . ‘ Co-CSO
s e Monitor ongoing projects and conduct regular reviews
. . L . - Promptly obtain information on revisions to laws and regulations
9 Ef'sl':fv:zsnodcf;‘:j ‘;vr"th r‘glzl:t'on @ - Appropriately set up and monitor internal processes CCO
pany - Educate and train our employees
10 Impact of failure to transfer 0 - Formulate plans for the smooth transfer of technology, and hold | CTO

technology

study session and opinion exchange meetings CHO

*CCO: Chief Compliance Officer

CCRO: Chief Customer Relations Officer
CFO: Chief Financial Officer

CHO: Chief Human Capital Officer

CPO: Chief Production Officer

CSO: Chief Strategy Officer
CTO: Chief Technology Officer
CDO: Chief Digital Officer
(Please refer to P.8 for CxO roles)
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Consolidated Financial and Non-Financial Highlights

Each fiscal year starts on April 1st

Financial Highlights

Sales

(Billion yen)
Achieved our FY2027 sales target of ¥400 billion
earlier than expected

416.9
2825 2759 312.8
i I I I
2017 2018 2019 2020 2021

[ M Sales

Operating Income / Operating Margin

(Billion yen /%)
Operating income set a record for the first time since
FY1997, and exceeded ¥100 billion for the first time

11,8

'

24.5

2017 2018 2019 2020 2021
[%] M Operating Income == Operating Margin

Net Income / Net Income Margin

(Billion yen /%)
Net income reached a new record high, topping FY2020 net
income, which included a one-time profit of approximately ¥10
billion.

Total assets / shareholders’ equity / ROE

(Billion yen /%)

ROE exceeded 30%

22.3
20.2 194 20.9 4226
69.8 & 304.6 3508
- 280.4
57.0 254.6
53.5 198.7 31 5
I I I24 i 27 ) |
jil5:5
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021
[0 M Net Income == Net Income Margin [ W Total assets [¥ shareholders’ equity == ROE
EPS Free cash flow
(Yen) (Billion yen)
EPS increased by ¥96 year-on-year due to the Free cash flow decreased by ¥19 billion year-on-year
purchase of treasury stock due to an acquisition that cost ¥29 billion
449.56 51.0
353.87
302.35 32.0
270.12 5.9 28.9 27.7
101 1 I I I I I
2017 2018 2019 2020 2021 2017 2018 2019 2020 2021

[ MEPS

[ M Free cash flow

R&D expenses / capital expenditure

(Billion yen)
R&D expenses increased by ¥5.7 billion and capital
expenditure increased by ¥4.3 billion year-on-year

37.9 40.1
33.5
2017 2018 2019 2020
[ W R&D expenses [ capital investment

Dividend per share

(Yen)
Dividend increased by ¥2 from the previous fiscal year,
when we also issued a commemorative dividend of ¥10

118 120
92 82
- I I
2017 2018 2019 2020 2021

¥ M Dividend per share
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Number of employees* / Number of SE / AE employees
(Number)

We are striving to recruit human resources that will support sustain-
able improvement of our corporate value. In particular, we are pro-
moting measures to hire more talented engineers, a category where
worldwide hiring competition is heating up, as well as to retain them
and help them to improve their skills.

* Including temporary employees 6,464
5,503 5,756
4,721 4,936 :
749 90
2017 2018 2019 2020 2021
[0 M Number of Employees |1 Of which SE / AE Employees

Number of managers / Ratio of female managers
(Number / %)

Advantest values diverse perspectives and promotes a corporate
culture that allows any individual to play an active role, regardless of
race, gender, age, nationality, etc.

1,272
1,1 1,157 2
138 o1

y

2017 2018 2019 2020 2021

[ M Number of managers [ Of which, number of female managers
== Ratio of female managers

1,179

Turnover rate
(%)

Amidst the global shortage of human resources affecting semicon-
ductor-related industries, we are striving to create a work environ-
ment where everyone can work comfortably and expanding access to
workstyles that help individuals to continue to maximize their abilities.

6.54
2.85 3.14 3.13 3.45 _———
2017 2018 2019 2020 2021

= Turnover rate

Average overtime hours per person (Japan, China,
South Korea) (Hours / Month)

While overtime is rising due to the growth of our business, we are
working to optimize working hours so that employees can best bal-
ance their jobs with their home lives and maintain their health.

19.7

16.9
i i i I I
2017 2018 2019 2020 2021

[ M Average overtime hours per person

Industrial accident rate (Japan)
(Frequency)

We are working to ensure the safety and health of our employees and
raise their safety awareness in carrying out our business activities.

0.4 0.4

0.2

0.0 0.0

2017 2018 2019 2021

= Industrial accident rate

2020

Number of employees taking maternity or childcare
leave (Japan) (Number / %)

Recognizing that employees have varying responsibilities depending
on their stage of life, we are striving to enhance our work-life balance
support system so that employees can work flexibly in consideration
of their family obligations.

16.0

35
—1

-

2019 2020
[ Male == Male ratio

2017 2018

[ W Female

2021

Energy usage / renewable energy ratio
T/ %)

We actively work to reduce greenhouse gas emissions by efficiently
using energy and introducing renewable energy sources.

112

100 104

91

2018 2019 2020
[ M Energy use == renewable energy ratio

2021

20

GHG (Scope 1 + 2, and Scope 3) CO, emissions
(kt-COy)

We are working to mitigate climate change by quantifying greenhouse
gases indirectly emitted in our value chain and promoting greenhouse
gas emission reduction activities.

* The CO2 emission factors have been revised and recalculated in the past.

2,053
1,693 1,683
1,291
i i i - =
2017 2018 2019 2020 2021

¥ M GHG (Scope 1 +2) M GHG (Scope 3)
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The Advantest Way

The Advantest Way is a corporate culture that optimizes performance by bringing together as a single
team the approximately 6,500 members of the Advantest Group, who have various cultures, languages,
customs, and values. We practice The Advantest Way in our daily work to achieve the goals of our Grand
Design and 2nd mid-term management plan, and to further improve our corporate value.

Enabling Leadin

g-Edge Technologieg

value in an EV°|Ving
ing Customer _
A::Ir:igconductor value Chain

Number One J
ndusion and Diversty.

Trust Empowerment Global

Innovation Teamwork Yes

Respect

or the Essence

The top layers of the cone (n, E, and E)
represent Advantest’s identity.

The components at the base ([}, [, and )
represent the foundations of the top three layers.

Purpose & Mission:
Enabling Leading-Edge
Technologies

We will continuously improve ourselves so that we can offer products and services
that will satisfy our customers worldwide, and contribute to the development of our
society through the development of the most advanced technologies.

Since 1990, Advantest has upheld this management philosophy as a concise expression of
the company'’s raison d’étre: contributing to global innovation through cutting-edge mea-
surement technology.

Vision:

Adding Customer Value in an
Evolving Semiconductor Value
Chain

Advantest will further contribute to the semiconductor industry by enriching, ex-
panding, and integrating our test and measurement solutions throughout the entire
semiconductor value chain.

This vision was articulated in 2018 to encapsulate the concept of our Grand Design
launched in that year. The vision also conveys our commitment to the growth of the semi-
conductor industry, which supports the digital transformation.

K} core values: INTEGRITY

The values of INTEGRITY can serve as a common thread uniting people of diverse cultures,
religions, and viewpoints, and express Advantest’s core values globally. INTEGRITY was
established in 2019 as a set of core values shared by all employees, which form the basis
for achieving our Grand Design. INTEGRITY is an acronym for nine values we cherish:

Innovation is our Lifeblood Respect is our Heart

Number one is our Aspiration Inclusion and Diversity is our Commitment
Trust is our Foundation Teamwork is our Approach

Empowerment is our Motivation Yes is our Attitude

Gilobal is our Reach

I} ESG for Sustainability

With the aim of contributing to global sustainability while improving corporate value over
the medium to long term, we are working on seven issues related to the environment (E),
society (S), and governance (G).

B Guiding Principle :
Quest for the Essence

We will invariably pursue the sources of phenomena and seek their essence, so that we
can find the correct solutions.

ﬂ Ethical Standards

All executives and employees consent to 17 stipulations regarding the laws, norms, and
morals to be observed as individuals and businesspersons.
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Value Creation Process

Human Capital Financial Capital R&D Capital
® Industry-leading Technical Capa- ® A Sound Financial Structure ® A Global R&D Structure
bilities and Wide-ranging Expertise ~ ® Abundant Resources for © An Unparalleled Portfolio of Mea-
© Cross-functional Organization Investment surement Technologies
Manufacturing Capital Customer-Facing Capital Ecological Capital
® A Global Manufacturing Structure (Sales & Services) ® 53.5% of Energy Sourced from
® Procurement Power © Industry-Leading Customer Base Renewables (2021)
® Broad Product Portfolio ©® Water Resources Usage of Less

than 236.4 Km?® Annually

Adding Customer Value

Forward-Looking R&D
(Response to Customers’ Future Needs)
Developing next-generation technologies to

respond to customers’ future needs

/ Value Creation Drivers \,

5 Key Strategies Sales

Maintenance & Services

. - ) ; (Accurate Understanding of Customer Requirements)
(Sustaining Product Utlization Rafes) (D Reinforce Core Businesses,  Developing next-generation technologies to
e e e Invest Strategically respond to customers’ future needs
9 Seek Operational
Excellence

e Explore Value to Reach
a Higher Level

Manufacturing . . Product Development
(Faster Delivery, Better Reliability) 0 Pioneer New Business (Higher Performance, Lower Environmental Footprint)
Stable procurement capability and outsourcing Fields Sharing amassed measurement technologies

management capabilit . and global technology collaborations
9 S e Enhance ESG Initiatives g o

Vision
Adding Customer Value in
an Evolving Semiconductor
Value Chain

Purpose & Mission Core Values

Enable Leading-Edge
Technologies

INTEGRITY

The Advantest Way
The Digital Revolution SDGs ESG Management
Geopolitical Risks Changes in the Labor Environment
(economic security policies, supply chain disruptions) (diverse workstyles)

Others

External Environment
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Value Creation Drivers

Anticipating significant mid/long-term growth in the semicon-
ductor test market amidst the ongoing digital transformation,
we have positioned our Grand Design and Mid/Long-Term
Management Plan as our core management policies. This
framework identifies five management focus areas as strat-
egies, and we are working to improve corporate value by in-
tensively investing financial and non-financial capital in these
areas.

Corporate Culture: the Foundation of the
Value Creation Process

The Advantest Way specifies the purpose and mission, vi-
sion, and core values that all Group employees should share.
This is the basis of our corporate culture. It provides the con-
text for our employees to maximize their abilities and achieve
our Grand Design targets.

Solutions for Customer Challenges: the
Output of the Value Creation Process

We provide test systems and other products, software, sup-
port and services, but these are just means to an end. Our ul-
timate goal is to help solve customer challenges and issues,
and to deliver value in the form of future outcomes, through
solutions that enable leading-edge technologies.

Customer Satisfaction
Improvement

-
[ outcome

Customers

® Time to Market, Time to Quality, Time to
Volume Reinforcement & Expansion

® Improved Customer Satisfaction Leads
to Business Expansion

Opportunities

| Communities

Supply Chain

® Secure & Expand Business

® Sharing Awareness of Environ
tal Footprint Reduction

24
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Financial Capital: CFO Message

We will aim to improve
corporate value by
further enhancing
growth investments and
shareholder returns.

In this short essay, I'll explain the thinking
behind our upward revisions to the metrics
of our second mid-term management plan,
announced in July 2022, as well as potential
risks that lie ahead, and our policies regarding
debt and cancelling treasury stock.

4
Our MTP2 Updates

In FY2021, our initial earnings forecast in April 2021 called
for sales of ¥350 billion and operating income of ¥85 billion
(an operating margin of 24.3%), but due to extremely strong
demand for semiconductors, actual results far exceeded our
forecast, with sales coming in at ¥416.9 billion and operating
profit at ¥114.7 billion (an operating margin of 27.5%). De-
mand for semiconductors continues to be strong in FY2022,

Revised Management Metrics

MTP1 Results

Previous MTP2 Targets*?

Director, Senior
Executive Officer (CFO)

Atsushi Fujita *

and in April 2022 we announced a forecast for sales of ¥510
billion and operating income of ¥150 billion (an operating mar-
gin of 29.4%) but after factoring in about 60% of the expected
effect of yen depreciation due to exchange rate fluctuations,
we revised our forecast upwards in July 2022 to ¥550 billion
in sales and operating profit of ¥170 billion (operating margin
30.9%). Also in July 2022, we revised upward the target met-
rics of our second mid-term management plan (MTP2), which
was announced in May 2021 and covers the three years from
fiscal 2021 to fiscal 2023. Our average sales target for the plan
period was revised upward from ¥480 billion to ¥520 billion,

MTP2 Targets*®

Avg. of FY2018-20

(announced May 2021)

(revised July 2022)

Avg. of FY2021-23

Avg. of FY2021-23

¥480-5208

27-30%

¥98-1208

30-35%

Sales ¥290.48 ¥350-380s
i 22.3% 23-25v
Net Income ¥60.18 ¥62-708
ROE 29.1% 20% or more
EPS ¥309 ¥320-370

¥510-630

*1. In MTP1 period, Advantest recorded one-off profit of approximately 12 billion yen.

* 2. The exchange rates used in the previous announcement were 1 USD = 105 JPY and 1 euro = 130 JPY.

* 3. The revised targets use exchange rates for FY2022 2Q-4Q and FY2023: 1 USD = 130 JPY and 1 euro = 140 JPY (actual rates in FY2021 were 1

USD =112 JPY and 1 euro = 130 JPY, FY2022 1Q rates were 1 USD = 124 JPY and 1 euro = 134 JPY).
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Revised Cost / Profit Model

Aiming for further profitability improvements while reinforcing our business

e We will further strengthen our R&D investments, human capital, and material procurement capabilities to create long-

term sustainable corporate value.

e We will focus especially on maintaining a high level of R&D investment, which is key to increasing added value and

maintaining sustainable competitiveness.

Our revised MTP2 targets call for a cumulative total R&D investment of approximately ¥170B during the MTP2 period
(total cumulative investment in MTP1: approximately ¥120B, previous MTP2 cumulative forecast: approximately ¥150B).
e We will respond flexibly to external changes amid considerable uncertainty in the global economy and our business

environment.

MTP1 Results

(FY2018-20 Avg.)

Previous MTP2 Targets
(announced May 2021)
(FY2021-23 Avg.)

MTP2 Targets

(revised July 2022)
(FY2021-23 Avg.)

Sales ¥290.4s ¥350-380s ¥480-520s
gslsdt of Goods 450, 45-46, 42-43,
23&: as % of 330, 30-319 28-30%
Operating Margin 22% 23-25% 27-30%

a 37% increase from the initial MTP2 target, and we also sig-
nificantly raised our net income, operating margin, ROE, and
EPS targets. The plan originally set a target for ROE of 20%
or more, but now we are aiming for an even higher figure of
30% to 35%.

Average sales during the MTP2 period so far have already
exceeded the target of ¥400 billion in sales we expected to
achieve in FY2027 under our Grand Design. The progress en-
visaged in our Grand Design is happening as predicted, but
faster. In order to stay abreast of the growth opportunities
accompanying the progress of society’s over all digitalization,
we have maintained our strategic growth investment bud-
get, including potential M&A transactions, at ¥100 billion for
the three years of the plan, but our capital investment budget
for production capacity expansion and customer acquisition
has been raised from ¥40 billion to ¥70 billion, reflecting our
commitment to resolutely capitalize on the abundant business
opportunities around and ahead of us. Our R&D investment
budget, which is the cornerstone of our competitiveness, was
¥120 billion during MTP1, and we have raised this to ¥170
billion during MTP2.

In addition, we have raised our expected shareholder re-
turns from ¥150 billion or more to ¥210 billion or more, as we
expect our operating cash flow to grow during MTP2, while
seeking an optimal balance between shareholder returns and
strategic investments. Our policy is to continue stable divi-
dends, which are direct returns, and to also buy back our own
stock as appropriate. In FY2021, we paid an annual dividend

26

of ¥120 per share, totaling ¥23.1 billion, and purchased ¥70
billion of treasury stock, thus returning ¥93.1 billion in total to
shareholders, a sum that exceeded our FY2021 net income of
¥87.3 billion. We have announced a ¥50 billion share buyback
for 2022 as well, but in the current favorable business environ-
ment we do not believe it is necessary to hold a large capital
balance against the risk of asset loss. Therefore, to avoid hold-
ing excess cash on hand, we anticipate continuing to imple-
ment share buybacks, albeit over a longer timeframe. Such
share buybacks are in balance with our growth investments,
but if our growth investment budget does not end up getting
entirely spent, we will consider transferring the unspent portion
to shareholder returns. In any case, we will not keep surplus
funds idle, and will hold a minimum cash reserve of ¥100 billion
to be used as the scale of our business expands.

These MTP2 updates included a significant upward revision
of our three-year average sales target based on actual results
for FY2021 and our forecast for FY2022, but we are aware
of the risk that annual sales in FY2023 may fall year-on-year.
Although tester demand is currently solid, it is possible that
the semiconductor industry may be entering an adjustment
phase due to growing concerns about recession. However,
even if sales decline year-on-year in FY2023, considering the
mid/long-term growth prospects of semiconductors, we will
be unlikely to implement cost reductions based on a single
year’s profit and loss. If sales declines are within our forecasted
range, our profit margin may decline, but we estimate that we
will be able to post a certain level of profit for the year.
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Allocate cash flow to investments and shareholder returns, while maintaining financial

soundness, to improve capital efficiency

| Operating cash flow outlook

® Expected to total ¥280-360B cumulatively during MTP2
period (previously announced value: ¥220B or more)

I Minimum cash reserves

e Expected to be around ¥100B under normal business
conditions

® |ncreased from the previously announced value of about
¥80B due to business expansion

I Balance sheet KPI: Foundation for further
growth and shareholder returns

¢ Financial soundness: Seek appropriate capital level with
shareholder equity ratio of 50% or more

® Capital efficiency: ROE 30-35% (previously announced
value: 20% or more)

® ROIC-based business / investment management

Capital +
Total Expenditures : Growth
Investment [ |¥30.28  Debtwillbe Investments
¥77.98 Strategic ~ incurred @s necessary | (Strategic investments +
7777777777 & Investment . Capital Expenditure)
¥47.7B Operating ¥170B
Total Returns CrEst
Operating | ¥380B
CF or more
¥179.1B Shareholder
Returns
¥210B or more
Dividend Cash on
Cash on ¥45.8B Hand Minimum
Hand Share ¥149.28 cash level
¥104.08 E%/%aé:ks around

End of
FYy2017

MTP1 cumulative
result

While maintaining our financial model of maximizing cash flow
by increasing profitability and efficiency, we have set a 100-
day cash flow conversion cycle (“CCC”) as a benchmark for
efficiency. However, for the moment, this is a lower priority.
With respect to the CCC target, the number of days in which
receivables and payables are turned over does not fluctuate
greatly, as in many cases we have basic contracts with busi-
ness partners such as customers and suppliers. The most
variable factor is inventory turnover days, but given the cur-
rent shortage of semiconductors, Advantest is having difficul-
ties procuring key parts and other materials for our products.

End of
FY2020
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¥100B

Revised targeted
allocation during
MTP2 period

In this situation, rather than speeding up turnover by reducing
inventory as much as possible, we are focusing on ensuring
supply so that parts procurement difficulties do not cause
delivery delays that would have a major impact on our trust
relationships with customers. For this reason, at present we
are aiming to hold as many parts as possible. Currently, prod-
uct supply lead times are longer than previously, but if lead
times return to normal as the shortage of parts is resolved,
we will once again promote inventory management to meet
our CCC target. However, although we expect that the cur-
rent shortage of components will ease somewhat from the
second half of this fiscal year, we believe it will take longer
than that to return to normal.

Our sales have continued to grow by more than 30% year-
on-year, and we have repeatedly revised our initial forecasts
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Total shareholder return (TSR)
— ADVANTEST — TOPIX (Including dividends)
(%)
500 _ Last 1 year |Last 3 years | Last 5 years 481.0 486.3
ADVANTEST 101.1% @ 388.3% @ 486.3%
400 N
TOPIX(Including 400 0o | 131.29% | 144.3%
dividends)
300  The above is the cumulative TSR from the end of March 2017
to the end of March 2022.
Calculated based on (Increase in stock price + cumulative
200  gross dividend) /the Company’s stock price
144.3
115.9 2y
100 — . —— M5
108.7 110.0 99.6
0
FY2017 FY2018 FY2019 FY2020 FY2021
upwards. This is in part a result of the rapid growth of the | 4

semiconductor market, which is greater than we had expect-
ed—a good thing for Advantest. However, it is also true that
we need to establish a system that can support the rapid
expansion of our business. The median of our updated sales
range target for MTP2 is ¥500 billion, and as the semicon-
ductor industry is expected to continue growing in the me-
dium to long term, we recognize that continued efforts to
optimize our resource and cost structure accordingly are an
important issue for Advantest.

4

Loans

In FY2021, we raised about ¥30 bilion by borrowing from
banks. This was mainly on account of our acquisition of R&D
Altanova in November 2021. At the time of this acquisition,
we were also in the process of purchasing ¥70 billion of trea-
sury stock. We do not fund acquisitions with borrowed mon-
ey, but rather borrow the minimum necessary to cover any
timing gap between cash flow earned from operating activi-
ties, growth investments including M&A, and shareholder re-
turns based on optimal utilization of capital. If our balance of
cash and deposits is set to fall below our set minimum level,
we borrow from banks and/or issue corporate bonds. How-
ever, this does not mean actively increasing interest-bearing
debt from financial institutions. While setting a shareholder’s
equity ratio of 50% or more as a KPI for financial soundness,
taking into consideration the major demand fluctuations that
have characterized the semiconductor industry in the past,
we are careful not to keep a large amount of debt on our bal-
ance sheet for a long time. Our policy is to maintain a proper
balance between liabilities and equity.

28

Share Cancellation

We announced in July 2022 that we will cancel 8 million
shares of treasury stock. We purchased ¥13.1 billion and ¥70
billion of treasury stock in FY2020 and FY2021, respectively,
and as of the end of June 2022, we held approximately 9
million shares of treasury stock. In the past, treasury stock
we had acquired was returned to the market through the ex-
ercise of convertible bonds or stock options. However, we
believe that it is undesirable for shares acquired as share-
holder returns to return to the market, so we have decided
to cancel the treasury stock we currently hold, excluding the
number of shares needed for our stock compensation plan,
such as unexercised stock options. We intend to continue
to purchase treasury stock in order to acquire shares to en-
hance shareholder returns and for stock compensation, but
our basic policy is to cancel treasury stock once it is pur-
chased to further improve shareholder returns.
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Human Capital: CHO Message

Advantest’s Human Capital
Management Strategies
Are Closely Linked to Our
Management Strategy

Individual and organizational strengths are
the two “wheels” that drive human capital
management. We aim to increase engage-
ment and reinforce the “comprehensive
strength” of our human capital, which is
what generates sustainable value over time.

V.

The Importance of Human Capital
Management

The term “human capital management” has gained currency
recently, pointing up an important refinement to the traditional
concept of “human resources.” The word “resource” implies
that people are something a company uses. That suggests
a management focus on ways to manage its use and cost of
these “resources.” However, we must remember that people
grow, improve themselves, and become the sources of future
value creation. At the same time, necessary human capital
can also come from outside the company.

The new understanding of “human capital” represents a
shift from thinking about people as something the company

Sales / Number of Employees

[ Sales (Consolidated) — Number of Employees
(Billion yen) (Number)

6,000 7,000

6,464
5000 5503 5756 8000
4,000 4,721/4M6.9 5,000
3000 282.5 275.9 8128 ﬁ
o0 2072 ;
e o
s 0

enior Executive Officer
CHO (Chief Human Capital Officer)

Keith Hardwick

“uses” to thinking about them as something we invest in.
We must secure the necessary human capital in response to
changes in our business environment, and invest in it to cre-
ate additional value. Obviously, human capital management
strategy is closely linked to management strategy.

Under Advantest’s Grand Design, semiconductors are
expected to play an increasingly important role as semicon-
ductor production volumes increase, and semiconductor test
also takes on greater importance. In addition, Advantest has
defined its vision as “Adding customer value in an evolving
semiconductor value chain,” and clarified initiatives to expand
our business domains.

In fact, during the Grand Design period so far, net sales
have more than doubled from ¥207.2 billion in FY2017, be-
fore the formulation of the Grand Design, to ¥416.9 billion in

Investment in Education

1 Amount of Education Expense (Consolidated)

(Million yen)

400 393

200 291

200 201

) I I
0

Fy2017 Fy2018 FY2019 FY2020 Fy2021

FY2017 Fy2018 FY2019 Fy2020 Fy2021
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FY2021. As a further step towards achievement of our vision,
we have also expanded our peripherals business by acquir-
ing system level test business from Astronics. Essai, R&D
Altanova, and CREA.

Furthermore, global headcount has increased significantly
from 4,721 (as of the end of March 2018) to 6,464 (as of the
end of March 2022), highlighting our commitment to secure
essential human capital in anticipation of future business ex-
pansion. Needless to say, human capital management will
become increasingly important for Advantest.

Vv
Boosting Individual Strength

Both individual strength and organizational strength are
needed to enhance the comprehensive strength of human
capital. Initiatives that rest on these two “pillars of strength”

will increase employee engagement, helping personnel to
develop into the human capital that will ultimately support
Advantest'’s future growth.

First, in terms of individual strength, we will pay even great-
er attention to skills development. The Advantest Develop-
ment Framework defines the fundamental skills, advanced
skills, manager skills, and senior management skills that Ad-
vantest seeks for employees to acquire. In conjunction with
the introduction of the Development Framework, we also in-
troduced three online learning platforms, LinkedIn, Franklin
Covey and Udemy, to support employee self-development.
In addition to various types of employee training, we will also
strengthen selective training in order to cultivate the next gen-
eration of managers.

We are continuing to enhance our hiring processes by
taking a panoramic view of the world so as to secure hu-
man capital where and when they are needed. Advantest
Japan (ATJ) actively recruits not only new graduates but also
mid-career workers. Furthermore, we plan to enhance our
stock compensation system to encourage employee reten-
tion, so that talented employees, especially excellent engi-
neers, will remain with us for many years.

Advantest Development Framework

Senior
Manager &
Above Skills

Manager

Skills Team Development

Advanced
Skills

Self Development

Foundational
Skills

Senior Management

*The implementation will be adapted to local rules and practices
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4

Boosting Organizational Strength

Our INTEGRITY Core Values shape our organizational
strength. After our revision of The Advantest Way in 2019,
we held workshops for all employees around the world, at all
our locations, to deepen employees’ understanding of The
Advantest Way, including the new INTEGRITY Core Values.
All executives and employees from all over the world partic-
ipated in the workshops, despite a temporary pause owing
to COVID-19 restrictions. In FY2021, our efforts focused on
leadership, and we encouraged all Advantest leaders to take
a personal journey of leadership growth using a customized
Leading with INTEGRITY Workshop. Now that INTEGRITY
has become more pervasive through these efforts, we have
begun promoting initiatives that concretely demonstrate what
it means to be “living with INTEGRITY” and further the estab-
lishment of INTEGRITY as a deeply-rooted corporate culture.
In addition to introducing “The INTEGRITY Awards,” a peer-
to-peer recommendation program that enables Advantest
employees to recognize and express their appreciation for
colleagues who have demonstrated INTEGRITY in excep-
tional ways with the CEO taking the lead, we have placed 32
INTEGRITY Ambassadors at each location, to promote the
revitalization of our corporate culture.

'Strengthening and Revising Our

Personnel System

As a link between these two “pillars of strength,” we are com-
mitted to strengthening and revising our personnel system.
Rather than be blinded by pressing, immediate issues, we
will aim to build the personnel system that is necessary now
in order to achieve Advantest’s corporate vision five or ten
years from now, based on our management strategies. For
example, while many employees are expected to retire in
the near future, based on the current age distribution of our
workforce, we will consider adopting a mid/long-term per-
spective and developing a system that allows capable human
resources of all generations to play active roles.

These strategies are expected to not only increase individ-
ual and organizational strength, but also reinforce the foun-
dations of employee engagement. Employee engagement is
one of the essential elements of Advantest’s earning power.
Increasing the comprehensive strength of our human capi-
tal is therefore directly linked to creating value over the mid/
long-term.

A President’s Award to recognize

ployees, who o lingly demonstrate
INTEGRITY and make a positive impact in
our day-to-day work environment

Who Can Participate

All Advantest Employees Eligible

Nomination All Year Round

Excerpted from internal materials related to the Integrity Awards

Start From
Qur'Core Values

Host Ceremony
and Handout Prizes

Ceremony

Involve
colleagues

Award Committes
Selects Employees

Nomination @&

Selection

Spotlight
Success Stories

Pass It Forward

Prize Sharing

Success Stories
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Through our close partnerships with a wide range of customers and advanced technical consultation ca-
pabilities, we continuously provide solutions that increase customer value.

Our sales department sells hardware and software, creates
device test programs, installs products, and arranges trou-
bleshooting. The role of sales is to optimize customer satis-
faction through this whole series of processes. Gaining the
trust of customers and colleagues is a major premise for their
activities. Furthermore, the trust relationships forged by indi-
viduals multiply with each other to create trust in Advantest.

In order to win customer confidence, we build relationships
of trust at all levels, from sales representatives to top execu-
tives. There are times when multiple customers are involved
in a single business negotiation, but even in such cases, we
aim to build relationships of trust with all of them. Also, orders
cannot be obtained through sales alone. It requires com-
munication and teamwork among all relevant departments
within the company, with the Sales Group bringing them all
together. Therefore, it is very important to have relationships
of trust within our own company, too. We are committed to
ensuring that each and every salesperson is a trustworthy
individual so as to build a trustworthy organization.

Our wide variety of training and skill-enhancement courses
help sales personnel grow into trusted, talented, and pro-
active human resources. At the same time, rather than rely
on individual skills, we aim to boost our “selling power” by
sharing the expertise the sales division has acquired over the
years. For example, a salesperson working in tester sales
must have three main strengths: (1) the ability to correctly
understand customer requirements and provide feedback
within the company; (2) the ability to put together the most
valuable solutions for customers while consulting with cus-
tomers and internal stakeholders; (3) the ability to accurately
understand and communicate the customer value that our
solutions bring to our customers. Within our sales division,
we have a marketing team that collects and analyzes market
trends and test trends, a team that promotes sales of a wide
range of our products, and a team that talks directly with cus-
tomers. While exchanging information, we provide solutions
aimed at improving customer value.

32

In response to the global expansion of the semiconductor
value chain, it is crucial for account managers to be able
to overcome language barriers and cultural differences and
communicate with our overseas locations and customers in
other regions. The semiconductor value chain is increasingly
complex. In addition to traditional vertically integrated IDMs
(Integrated Device Manufacturers), our mainstream custom-
ers are horizontally specialized fabless companies, which
design devices, and OSATs (Outsourced Assembly and Test
companies), which carry out semiconductor back-end pro-
cesses such as assembly and test. In order to support this
horizontally specialized ecosystem, it is necessary to share
information effectively between account sales representa-
tives in charge of fabless and those in charge of OSATs so
as to seamlessly connect the upstream (fabless) and down-
stream (OSAT, etc.) processes.

In terms of sharing information within the company, we
have established a system that clarifies reporting lines and
facilitates distribution of information to all concerned parties
around the world. Likewise, we hold regular global confer-
ences to leverage our information-sharing network. There,
along with the sales representatives from all over the world,
R&D and SE personnel (system engineers, who develop test
programs and application software tailored for each custom-
er) dig deeper and share customer-related and product-relat-
ed information. The fruits of these in-depth discussions are
very useful in our daily business activities.

The whole company’s comprehensive strength is critical to
maintaining a competitive edge, and the sales force, at the
forefront of business, must possess especially keen abilities
to collect even the smallest scraps of information. In addi-
tion, we frequently share information collected with related
parties and globally work out countermeasures, transcending
regions and departments.

We have strong core capabilities that satisfy the needs of
our customers, including the high quality and reliability of our
products, our broad portfolio, and our worldwide support sys-
tem. Our comprehensive strength, which enables us to pro-
pose solutions that give customers real added value, rather
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than just selling products, is a big advantage allowing us to
escape the price competition trap.

4

Passing on the “Secret Sauce”

Advantest tops the ratings chart of the Techinsights (formerly
VLSlresearch) Customer Satisfaction Survey, having captured
the No. 1 spot on the annual survey of global semiconduc-
tor companies for the third consecutive year, as announced
in May 2022. In addition, Advantest was placed on the 10
BEST list for large suppliers of chip making equipment for the
34th consecutive year. Advantest achieved high ratings from

customers in categories including Recommended Supplier,
Trust in Supplier, Technical Leadership, Partnering, and Field
Engineering Support, and was the only automated test equip-
ment supplier to receive a 5 VLSI Star designation. This rec-
ognition validates our commitment to customer engagement.

In order to pass on our achievements to the next genera-
tion and transform tacit knowledge into explicit knowledge,
we formulated “The Advantest Way” summarizing our mis-
sion, vision, and Core Values. We are currently working on
inculcating them throughout the entire Group. We use the
Ambassador system to carry out in-house dissemination ac-
tivities and announce their results in our in-house newsletter
and meetings so that our employees are receptive to making
our Core Values their own.

Engineering Consultations Support Semiconductor Market Growth

More than 600 test engineers support our
customers’ business worldwide

As the evolution of semiconductors increases
the difficulty of test, we provide consultations
on appropriate test methods and
environments for the latest semiconductors.

e Seamless technical support from design / evaluation to

volume production fabs

® |ntegrated solutions that include peripherals, leading
the industry in measurement reliability and efficiency

Test trend data is fed back to the R&D
teams developing next-generation testers
to benefit customers

o

( Time to Market )

Time to Quality

( Time to Volume )

Close partnerships with a broad range of customers drive mutual growth
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Advanced development of technology and Group-wide information-sharing to develop competitive products

'Advantest’s Human Resource
Development System & Corporate Culture
are the Source of Our Technical Strength

Leading-edge semiconductor test systems cannot be devel-
oped with theories and expertise alone. Our R&D is rooted
in our long history of exchanging information with customers
and exploring the essence of solutions that customers truly
want. In addition, it is rooted in the development of human
resources who support this ongoing project. While learning
from the wisdom of our predecessors is important, that alone
would not enable us to catch up to and overtake the speed of
technological evolution. To encourage our engineers around
the world to further educate themselves, Advantest has im-
plemented basic education programs, OJT, and other training
appropriate for each individual’s level. Furthermore, to contin-
uously improve design quality, we have established a “Design
Review Meister System” where experts in each specialty par-
ticipate in various design reviews. In addition, although it is
not so easily visible, we also have a corporate culture where
employees can discuss issues freely regardless of seniority,

empowering young employees to take on challenges, where
even if they fail, they will not be blamed. Instead, their failures
will be leveraged to improve their chances of future success.
This unique system and corporate culture nurture our em-
ployees, who in turn generate Advantest’s unique strength.

Our major semiconductor test system R&D facilities are lo-
cated in Boeblingen, Germany, and Gunma, Japan. In order
to develop products incorporating new ideas, we regularly
hold technology exchange meetings between these two lo-
cations, which often throw up clues for development. R&D
synergies through such technology exchanges are not limited
to these two locations, but also exist among our locations in
the United States and other countries. Apart from our Gun-
ma R&D Center, Advantest also has research laboratories in
Sendai, Japan, to carry out fundamental research—the pre-
liminary stage of product development—and also sponsors
endowed programs at various universities around the world,
including Germany and Japan. Some of the fundamental re-
search carried out at these laboratories translates into the
development of advanced elemental technologies for testers,
which enhances the competitiveness of our products.

= -1
| R&D Processes & Design Reviews |

The diagram below shows the R&D process from product
planning to completion of development and transfer to the
production department. At the planning stage, we refer
to information and advice from marketing and customer
service departments, and work with the Quality Assurance
Department for product certification, the Production De-
partment for manufacturing start-up, and the Service De-
partment for installation and support. At the design stage,
we collect opinions from a wide range of departments
in order to address various aspects such as availability

R&D Theme
Drafting

R&D S :
9 Specifications Mé Prototyping gg
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of parts, suitability for mass production, and post-sales
maintainability. Due to the nature of advanced technology,
the research and development process may not proceed
smoothly and engineers may sometimes have to back-
track. In order to minimize these productivity losses, we
conduct design reviews at every important step from de-
velopment planning to prototyping. The reviews cover a
wide range of topics, including specifications, circuit/block
diagrams, and verification methods, so that quality is built
in from the upstream stages of development.

Product
Certification

KN Production RN Installation
Launch & Support
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Communication with Customers
Strengthens Our Technical Capabilities

Advantest has a track record of leadership in the semicon-
ductor test market for nearly 40 years. Additionally, we have
an extensive product portfolio, a global support system, and
long-standing relationships of trust with many customers, in-
cluding industry-leading companies. Our in-depth technical
discussions based on these trust relationships and their ac-
cumulated fruits have become a great asset for our product
R&D. Product specifications are often determined by gestalts
of multiple factors such as function, performance, delivery
time, and cost. However, at Advantest, we communicate
with our customers constantly, shunning one-sided judgment
calls, and seek the true solutions — the “essence” - that lie
behind superficial criticisms. A cycle of mutual technological
capabilities and trust relationships facilitates deeper commu-
nication that ultimately leads to true solution development,
which strengthens both Advantest’s and the customer’s tech-
nological capabilities and enhances our trust relationship, is
one of the underpinnings of our solid business platform.

4
A Shared, Global Technology Roadmap

We think ahead of where technology and business are at any
given moment, to preemptively provide the test solutions that
our customers truly need. To begin developing necessary
technology only when it is needed is a recipe for failure. As
a guideline for the development of next-generation test solu-
tions, we have formulated a technology roadmap that covers
the elemental technologies that will be needed in the future.

Semiconductor test systems themselves use a great number
of semiconductors, and many next-generation test technolo-
gies require the development of new semiconductors.

Our technology roadmap is also shared at in-house tech-
nology conferences, so that the technical requirements of
multiple product development projects can be incorporated,
contributing to better development efficiency through parts
standardization and other measures.

VA System That Emphasizes Failure
Analysis Creates Competitive Products

For a product to have high reliability, it must naturally be de-
signed for reliability right from the start, but feedback from the
market is also imperative. If a defective product is found in the
market, just repairing it will not lead to quality improvement.
At Advantest, we thoroughly analyze the cause of the defect
after carrying out repairs, even taking apart the components
used in the product, to find the true cause — again, the “es-
sence” - of the defect. We have even introduced high-perfor-
mance equipment solely for our analysis environment. Failure
analyses, in the short term, are an expense with no economic
return. But although we do have the option to outsource fail-
ure analysis, we always conduct a thorough failure analysis
on our own, which is then fed back into the design. This is
because in the long run, proper analysis will lead to high-
er product quality and profitability. Since our founding, our
corporate culture of thoroughly investigating the causes of
defects and taking appropriate countermeasures has taken
root not only in our R&D operation but also through our entire
Group. This is another thing that makes Advantest unique.
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Our superlative product supply system appropriately combines in-house production and outsourcing.

The greatest strength of Advantest’s manufacturing system is
that we are able to effectively combine three different produc-
tion methods: all-in-house production, EMS production by a
company that handles the entire supply chain, and outsourc-
ing to partners that handle only the manufacturing of prod-
ucts. Each method has advantages and disadvantages, but
we constantly compare them and strive to optimize its ad-
vantages, enabling us to rapidly expand production capacity
on short timescales. In the past, Advantest manufactured
almost 100% of its products in-house, but with the acquisi-
tion of Verigy in 2011, we also adopted the EMS production
method that Verigy had used, and switched some manufac-
turing from in-house to outsourved production. That percent-
age is now more than 80%, and the role of our Japanese
production division, which had previously handled in-house
production, has changed significantly. The Gunma Factory,
our in-house production facility, is evolving into a “mother
factory” that operates the entire manufacturing process in
collaboration with our outsourcing partners.

Our sales in fiscal 2016 were ¥155.9 billion. Five years later,
in fiscal 2021, sales increased sharply by about 2.7 times to
¥416.9 billion and are expected to reach ¥550 billion in fiscal
2022. Under these circumstances, our greatest challenge in
terms of manufacturing is to expand our supply capacity on
short timescales. When a demand bubble occurred in the
memory market in 2017 and 2018, we were not able to ramp
up production quickly enough to meet customer needs.
Learning from this experience, we analyzed how we could
optimize our production transfer capabilities in order to boost
outsourcing within short timeframes. We formed a dedicated
team to review our parts supply system and logistics, op-
timize our manufacturing process, automate manual work,
reduce labor in the adjustment process, simplify and digitize
documents, and make other improvements. This enabled us
to prepare for the next demand peak.

36

For parts that are purchased in large quantities, we sign long-
term purchase agreements with suppliers to secure the nec-
essary quantities. In the past, the tester business was highly
susceptible to economic fluctuations, so long-term contracts
were risky. However, in light of the tester market’s recent trend
towards stable expansion, our policy is now to sign longterm
contracts after carefully analyzing future demand and proj-
ects. On the other hand, for special parts that are used only in
some of our products and standard parts that are frequently
used, we work closely with the R&D department to procure
general-purpose parts that are readily available in the market
from multiple suppliers.

In emergency situations when the supply of parts is extremely
tight, it is crucial to communicate and build relationships of
trust with suppliers and with the end suppliers who provide
parts to our suppliers. To help them fully understand Advant-
est’s needs, we assign procurement managers to the glob-
al regions where supplier executives are located in order to
strengthen relationships and mutual understanding at the ex-
ecutive level. Regular opportunities for face-to-face commu-
nication to deepen understanding are essential. In addition,
we are focusing on deeper cooperation with the procurement
teams of major global EMS companies, aiming to utilize their
wide-ranging networks, massively multi-supplier procure-
ment management systems, and buying power.

In the dynamic environment of the semiconductor business,
where demand can fluctuate wildly, real-time, end-to-end vi-
sualization of the entire supply chain helps us to respond to
large demand fluctuations in the shortest possible time. At
the same time, these visualizations also play an important
role in monitoring impacts on our business several months
out and in taking proactive measures.

Based on the lessons we learned from our supply system
difficulties in 2017-2018, we have been implementing sim-
ulation tool and procurement strategies that can aid in the
visualization of real-time supply chain data. Now, by inputting
business plan data for several years ahead, it is now possible
to derive future production capacity, the number of necessary
parts, and the number of facilities in short supply in real time.
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'A Multi-Sourced, Location-Agnostic
Product Supply System

In order to keep up with market growth that has already out-
paced the predictions of our Grand Design, we must further
expand our outsourced production capacity. Also, in order to
make sure we can fulfill our responsibilities to supply products
without interruption, even in the event of a major earthquake
or flood, we need to build a multi-sourced, multi-product
supply system. In the future, we plan to introduce a shared
[T environment for the supply chains of our outsourcing part-
ners and companies that have joined the Advantest Group
through acquisitions, with the goal of managing and oper-
ating a global supply chain that can work around regional
disruptions. We also plan to implement more advanced DX
methods while augmenting our workforce of excellent [T pro-
fessionals through in-house recruitment or outside hiring.

'Manufacturing For the Environment,
Manufacturing For Everyone

Awareness of environmental conservation has gained prom-
inence in the semiconductor value chain in recent years.
Customers tend to emphasize environmental impact in their
product selection, while subcontractors act as pioneers in
introducing renewable energy. Advantest has also made
contributions such as achieving 100% renewable energy at
the Gunma Factory, but there is still room for improvement,
including in product design. Our ESG Promotion Office will
continue to exchange information with customers, while
learning about customer requirements related to environ-
mental protection, and evaluating their application to man-
ufacturing. Recently, human rights in the supply chain have
also become a high-profile issue. When selecting subcon-
tractors, we carefully consider human rights and strive to pre-
vent fraud and harassment by exchanging information with
subcontractors on a daily basis.

ADVANTEST Integrated Annual Report 2022



Summary Value Creation Sustainability Information

Sustainability

CONTENTS

39 Further Enhancement of ESG
Initiatives

43 Environmental Initiatives

50 Efforts to Address Social Issues
56 Corporate Governance

65 Interview with Outside Directors

69 Board of Directors, Skill Matrix

38

ADVANTEST Integrated Annual Report 2022




Summary

Information

Value Creation Sustainability

L]

Further Enhancement of ESG Initiatives

The Advantest Way, which defines our management philosophy, sets Sustainability through ESG Promo-
tion as one of our management guidelines. Under our second mid-term management plan (MTP2), which
started in FY2021, we aim to further advance our ESG initiatives through the formulation and implementa-

tion of the ESG Action Plan 2021 to 2023.

4

Our Approach to Sustainability Issues

One key to the sustainable growth of our core business, semi-
conductor test, is widespread recognition and acceptance of
its value. We have various stakeholders, but our business will
not grow sustainably unless we provide value that society
needs, nor will we be able to produce results that satisfy oth-
er stakeholders. The public value of semiconductor test is
hard to perceive for many people, because we deliver value
n an indirect way. Semiconductors whose performance and
reliability are guaranteed by our leading-edge test technology
are incorporated into final products and used throughout our
society and daily lives, contributing to global safety, security,
and comfort. Moreover, aside from the social value derived
from technological aspects of semiconductors such as their

Semiconductor
manufacturer

Supplier

Business partner Advantest

functions and performance, highly efficient devices that con-
sume less power can also help to combat climate change.
Successful semiconductor manufacturers of the present and
future will provide devices that deliver public value on this
and other fronts, and we will continue to support them with
our testing expertise. In other words, semiconductor test, our
core business, plays a leading role in sustainability-related
global initiatives such as the battle against climate change,
and when this and other values of semiconductor test are
recognized by society, that can also contribute to the sus-
tainability of our business. It is all interconnected. Ultimately,
who is sustainability for? It is for everyone, including us. Itis a
global responsibility we are honored to share.

Semiconductor
incorporated on
final products

Social issues
(SDGs / ESG)

Social
dissemination

Our business

Semiconductor

- Parts - Design
- Service Test solution - Development
- Manufacture

Susainable Growth of ourBusiness  SistinabieSeciey
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4
ESG Action Plan 2021 to 2023

Sustainable expansion of future profits

By balancing our activities
along three axes, we
enhance each activity and
continuously increase
future profits (cash flows)

Value from ESG Perspective

*Response to climate change

+Diversity and inclusion

+Protection and respect for human rights
+Fair trade

+Relevance to future generations

Value from Value from
Shareholder Stakeholder
Perspective PRESENT Perspective

*ROE ’ +Increase customer value
*ROIC \ COSEI?UREATE / +Partnership V:Iith supply chain
-EPS +Employee engagement through

H Contributing to the Realization of Social Value

For us to meet the expectations of society and contribute to
humanity’s sustainable future, we believe that (1) sharehold-
er value, (2) stakeholder value, and (3) ESG value are indis-
pensable axes of value. As shown in the figure above, the
improvement of corporate value that we aim for is the sus-
tainable development of future earnings through the growth
on all three axes of matrix in a well-balanced manner. In par-
ticular, the growth of ESG value is positioned as an important
value that promotes the growth of the other two axes.

Board of Directors

Executive Management Committee

human resource development & training

M ESG Promotional Structure and ESG Action Plan 2021
to 2023
We have established our ESG Basic Policy* as our basic phi-
losophy on ESG activities. Under this policy, we have set mid/
long-term goals and KPIs to address environmental, social,
and corporate governance priority issues, and are promoting
initiatives aimed at business growth that help foster our sus-
tainable future. Specifically, in order to develop ESG activities
on a global scale, we have established a company-wide Sus-
tainable Management Promotion Working Group (SMPWG),
led by the leaders of all business units, functional units, and
regional units, and we are committed to developing ESG ac-
tion plans.

*ESG Initiatives Basic Policy:
https://www.advantest.com/sustainability/advantest-
sustainability/ESGpolicy.html

Internal Control
Committee Group

Disclosure
Committee

Risk Management

Global Lead (Executive Officer)

Environmental Strategy / Social
Strategy / Governance Strategy

Sustainable
Management
Promotion Working
Group

® Leader (Executive Vice President, Corporate
Planning & Stakeholder Relations)

® Environment (CSO)
® Society (CHO)
® Governance (CCO)

® Head of each unit

® ESG leader of each unit AT UG E) m Regional Unit (RU)
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Further Enhancement of ESG Initiatives

ESG Action Plan 2021-2023

Kev | Executive Goal Target Value
ey Issue (o]
Y in charge* PP RIS 2022 | 2023 | 2030

Reduce GHG emissions
) from business activities G';:G temlssmns v/ 35% 349% 389% 40% 60%
(Enwronment) by 60% by 2030 (VS. reauction amoun 0 0 (o] (o] (o]
Co.cso | FY2018) rate
. Raise renewable energy
llirzies E it 2 usage to 70% by2030, | COverage rate by | sn0 | a0 | 5395 | 55% | 70%
(Scope 1+2) Group-wide renewable energy
Reduce production Production time
) o : ;
cPO times 30% through pro reduction rate for 15% 219% 25% 30% TBD*
duction process reviews | target models (vs.
(vs.FY2020) FY2020)
Promote the use of re- Number Of. suppliers
1B cPO newable energy by sup- | W1 Nave intro- 10 12 20 | 40 | TBD®
liers and contractor duced renewable
@ Value Chain PlIers and contractors | gorqy
(SCOPE B) oSS e
Reduce CO: -equivalent | Reduction rate in Set basic unit
CTO emissions (basic unit) per | basic units (vs. calculation | 20% 50%
test by 50% by 2030 FY2018) definition
Total
elimination
Develop products t_hat Total elimination of New methodology in Amnounce of PFAS
Green Products CTO are free from polluting . release .
PFAS in coolant development plan in next-
substances plan )
generation
models
JPN: JPN: JPN:
Improve in-house recy- 207 e » 90%
: ) Waste recycling rate | Other | Other Other
cling rate by promoting o L .
the 3Rs (Japan/overseas) regions: | regions: region:
Resource CFO 73%or | 77% | 73% or
Recycling more more
Mantain Group wide | Water resource | 288,000 | 236,405 | 288,000
levels 9 usage m3/year | m3/year " | myear
Promote nature conser-
vation activities (pro- Planning and imple- | 10 activities |11 activities| 14 activities | 18 activities | 20 activities
L . ) tection of endangered mentation rate of planned, | planned, | planned, | planned, | planned,
Ry Co-CS0 species in biotope, tree | nature conservation 80% 73% 80% 80% 80%
planting, beach clean- | activities implemented implemented | implemented |implemented
up, etc.)
S Share and solve/miti-
. gate ESG issues (risk " . )
(Social) ESG management, human Due dll!gence imple . . . . .
managementat CPO . . mentation rate for 90% 100% 95% 100% 100%
. rights/occupational )
oo Supply Chain . .| major customers
T safety, environment, fair
g‘ trade, compliance, etc.)
T Fair treatment in gender | o2/® M9 | 900, | 9.6% | 10.0% | 10.5% | 17.0%
ﬁi Edification and practice | Part catonrateof | | |
cation and practice | Participation rate of ® ® ‘ o
of human rights educational training 100 | Relehs >| 100%
Di it CHO Return-to-work rate
pg‘:;z'ﬁ%n and after maternity leave | 100% | 100% | 100% | 100% | 100%
respect fo; Work-life balance (JPN),
h iaht Exercise rate of
SANGLS childcare leave by 12% | 16% | 20% | 25% | 50%
males (JPN)
Percentage of
CPO Clonlﬂlctlmlnerals suppliers conflrmgd 100% | 63.4% | 100% | 100% 100%
elimination to be free of conflict
minerals*®

*1: Set products and target values considering future product lifecycles
*2: Set target values based on investigation of future major suppliers
*3: KPIs are changed according to actual activities
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ESG Action Plan 2021-2023

--
in charge*

Target Value

2021 2022 2023 2030
Raise customer sat- Ranking of TechIn-
faction under New sights customer 1st 1st > 1st
. Cust s . e o
(SOC|a|) sautiss?argzgn Normal circumstances | satisfaction survey
= e EYE . Edification and im- Seore of Gal,
g‘ engagemen provement of attractive | _- " P 85 3.64 |——p | 3.75 41
corporate culture Y
e Maintaining and en- Occupational acci-
/~/" hancing occupational dent rate (frequency 0 0.35 > 0
L safety and health rate)
Investing in Promotion of health To be selected in In On N Goal
human resources management White 500 (JPN) Process | Track " | continuation
Employee capacit Education and
builZiny pacity training expenses — 3.9 5.0 6.0 10.0
9 (100MY)
G Prowde outside dlreqtors . In on Godl
with updates on business | 3 times/year Soeees | Taek > continuation
(Governance) and management issues
16 fasimc Intensify discussion
S through Off-site meet- | 2 times/year in o > Qoal :
!i . Process | Track continuation
——a ings by board members
17 Sneoons i
. Pohc;y/process_ In On Goal
Board Succession planning making, planning, > -
. Process | Track continuation
Effectiveness updates
Outside directors
Diversity of board must include female In On N Goal
members representation Process | Track " | continuation
(>40%)
Add ESG perfor- In on Godl
mance assessment to Start from FY2021 > -
. Process | Track continuation
compensation
Work Shop/training
for all employees (The o
Corporate Advantest Way, Law, Zﬁ:;crmt'o(%gﬁf)for 100% | 97.6% > | 100%
culture and Code Regulations, Information 9 °
of Conduct, securities, etc.)
COMPIlIANCE, FISK 777 oSS
management Strengthening Internal R egularly discuss In On Goal
internal control > -
Control . Process | Track continuation
issues
Support & Report Report to Executive
p tion & group-wide Policy, Mgnagement Com- In On - Qoal '
Sl:g?:rtl(:)r; ESG Strategy, Plan and mittee and BoD Process | Track " | continuation
management mplementation ...} (N0 YR
S‘;ustalnablet Timely and appropriate
Wan:_gemGen disclosure (Integrated lssuance every vear In On N Goal
orking Group) Annual Report, Sustain- vy Process | Track " | continuation
ability Databook)

*CEQ: Chief Executive Officer
CPO: Chief Production Officer
CFO: Chief Financial Officer
CTO: Chief Technology Officer
CHO: Chief Human Capital Officer

CCRO: Chief Customer Relations Officer

Co-CSO: Co-Chief Strategy Officer
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Guided by “The Advantest Way,” Advantest implements climate change mitigation and adaptation measures
from a long-term perspective, aiming to help solve important environmental issues through our business.
We also analyze and disclose information regarding business risks and opportunities related to climate change
in alignment with the recommendations of the TCFD (Task Force on Climate-related Financial Disclosures).

4
ESG Action Plan: “E (Environment)”

With the implementation of our ESG Basic Policy, Advantest
formulated our Environmental Action Plan under the “E (Envi-
ronment)” category of the ESG Action Plan and launched it in
fiscal 2021. Advantest continuously makes efforts to set long-
term goals for environmental priority issues through our busi-
ness. We have clarified KPlIs for the three-year period of our
second mid-term management plan (MTP2) (2021 to 2023),
with the goal of contributing to climate change mitigation and

4

Climate Change Initiatives

Advantest actively engages in international initiatives on cli-
mate change. As a global company, we have set goals linked
to international norms and are implementing climate change
mitigation measures.

society-wide CO2 emissions reduction.

in charge

Target Value

2021 2022 2023 2030
Reduce GHG emissions from o
business activiies by 60% by | G eMISSONs 1eduC- | g0, | 3405 | 38% | 40% | 60%
Co-CSO |2080(vs. FY2018) |
Climate Change Raise renewable energy usage | Coverage rate by renew-
Scopet+2) | {0 70% by2080, Group-vide _|ableenergy | °0% | S | 9% | 9% | 0%
Reduce production times 30% Production time re-
CPO through production process duction rate for target 15% 21% 25% 30% TBD*
reviews (vs.FY2020) models (vs. FY2020)
Promote the use of renew- Number of suppliers who
CPO able energy by suppliers and have introduced renew- 10 12 20 40 TBD*?
Value Chain | contractors | ableenergy |l
(Scope 3) Reduce CO: -equivalent emis- ) . . Set basic unit
CTO sions (basic unit) per test by 3?'?5 S'SOEYrSg?'g) basic calculation | 20% 50%
50% by 2030 ' definition
Total
Announce elimination
Develop products that are free | Total elimination of PFAS New methodology in of PFAS
Green Products  CTO from polluting substances in coolant development plan rehla:ﬁe in next-
p generation
models
JPN: JPN: JPN:
90% 64% > 90%
Improve in-house recycling rate | Waste recycling rate Other | Other Other
Resource by promoting the 3Rs (Japan/overseas) regions: | regions: region:
Recyc"ng CFO 73% or 77% > 73% or
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, more | ||| more
Maintain Group-wide water 288,000 | 236,405 _ | 288,000
usage at FY2016 levels Water resource usage m3/year | m3/year " | m¥year
Promote nature conservation ac- . ) 10 activities |11 activities| 14 activities | 18 activities | 20 activities
e ; Planning and imple-
L . . tivities (protection of endangered . planned, | planned, | planned, | planned, | planned,
iR Go-C80 species in biotope, tree planting, Q)enng::\g;ig?]tg gv?t?;gre 80% 73% 80% 80% 80%
beach clean-up, etc.) implemented implemented | implemented | implemented

*1: Set products and target values considering future product lifecycles
*2: Set target values based on investigation of future major suppliers

Outline of International Initiatives and Advantest Initiatives on Climate Change

Institution

Advantest’s Initiatives
Based on the IPCC scenario for global temperature increase, Advantest will continue to analyze management
risks and opportunities related to our business activities stemming from climate change, together with the rele-
vant laws and regulations, and will enhance our information disclosure

_ ™\ SCIENCE

With respect to the temperature goal stipulated under the Paris Agreement, we have established a COz emis-
sions reduction target based on scientific knowledge and are working to implement the reduction.

We have formulated a plan to shift the electricity used in business operations to renewable sources and have
begun implementing it.

We are actively disclosing information on our initiatives addressing risks caused by climate change based on the
recommendations by the TCFD, SBTi, and RE100.
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'TCFD-based Climate Change-related

Information Disclosure

M Efforts Supporting the Recommendations of TCFD

In April 2020, Advantest announced its support for the rec-
ommendations of the Task Force on Climate-related Financial
Disclosures (TCFD). Advantest implements climate change
mitigation and adaptation measures from a long-term per-
spective and discloses important information related to cli-
mate change in alignment with the recommendations of the
TCFD. We aim to help solve important environmental issues
through our business based on “The Advantest Way.”

M Governance

Advantest newly established the Sustainable Management
Promotion Working Group (hereinafter SMWG) in FY2020.
With the Director of Sustainable Management as the general
leader and strategic managers and global leaders (executive
officers) assigned to E, S, and G, the SMWG is composed of
the managers of each business unit, functional unit, and re-
gional unit. The SMWG identifies and evaluates issues related
to climate change. Goals and priority measures are summa-
rized in the ESG Action Plan that promotes specific activities.
The SMWG reports on the implementation status of the ESG
Action Plan to the Executive Management Committee and the
Board of Directors twice a year for discussion and assessment.
In addition, the SMWG shares information with related compa-
ny-wide committees in the company’s corporate governance
system in a timely and appropriate manner, manages the prog-
ress of the entire Group, and performs risk management.

M Strategy

Advantest has conducted scenario analysis to consider strat-
egies for adapting to future events stemming from climate
change. We began by referring to global warming emissions
scenarios such as the Representative Concentration Path-
ways (RCP) 8.5, RCP6.0, and RCP2.6 of the United Nations
Intergovernmental Panel on Climate Change (IPCC) Fifth As-
sessment Report and SDS of the International Energy Agen-
cy (IEA). We identified the risks that are expected to arise by

2050, that will have a particularly large financial impact on
our business, including in the upstream and downstream of
the value chain, and considered the well below 2-degrees
Celsius and the 4-degrees Celsius warming frameworks.
2-degrees Celsius warming framework:

Under the well below 2-degrees Celsius framework, we as-
sumed that climate change incentives, such as the intro-
duction of carbon pricing, would be strengthened and that
there would be no acute or chronic physical impact of climate
change at levels that would impact our business. Meanwhile,
in a low-carbon economy, the demand for semiconductors
will increase substantially, leading to an anticipated expan-
sion of business opportunities.

4-degrees Celsius warming framework:

However, under the 4-degrees Celsius framework, where
climate change countermeasures are not strengthened, we
assumed that we may be physically affected in an acute or
chronic manner by the effects of climate change such as the
intensification of extreme weather events.

M Business Risks and Opportunities Brought About by
Climate Change

Based on the guidance and classification for TCFD, Advantest
has identified and considered environmental risks and oppor-
tunities relating to the Advantest Group’s business activities
that may be brought about by climate change. These risks
and opportunities are evaluated according to “importance”
and “impact,” and classified under the following three temporal
axes: “short-term (from now to 2027,)" “mid-term (from now to
2030,)” and “long-term (by 2050.)"

B Major Risks Brought About by Climate Change
Advantest analyzed impacts of climate-change risks and
business opportunities using the following two scenarios
in line with the TCFD classification: (1) “risks related to the
transition to a low-carbon economy” that arise mainly in the
2-degrees Celsius or lower scenario, and (2) “risks related
to the physical impacts of climate change” that arise when
the 4-degrees Celsius scenario is reached due to failure to
reduce global CO2 emissions.

Well below 2-degrees Celsius scenario: Risks transitioning to a decarbonized society

Category Response/strategy

Policies and

regulations (Carbon tax / chemical substances)

Increased business costs due to laws and regulations

©® Reduction of greenhouse gas emissions throughout
the supply chain (achievement of SBTi certified target) | Short-

© Product development that does not use environmen- term
tally harmful substances

Loss of sales opportunities due to delays in techno-

® Further energy-saving performance (low power and
compact sizes) alongside improvements in testing
performance

e L (ooical deve!opment ©® Development of new testing methods and testing ShOH_ to
market (Energy saving technology, test technology for new devices mid-term
semiconductors is yet to be implemented) ' .
® Generating human resources for next-generation ener-
gy-saving research and development
. Decrease in reputation among stakeholders ©® Promotion of ESG management Short- to
P (due to delays in GHG emissions reduction plans) (achievement of ESG Action Plan 2021-2023targets) | mid-term

4-degrees Celsius scenario: Physical risks of climate change

Category Response/strategy

Acute/chronic

events phoons and torrential rainfall

Disruption of the supply chain due to large-scale ty-

® Response based on the business continuity plan Long-term
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B Opportunities Related to Climate Change
Semiconductors will contribute to achieving a low-carbon
economy by contributing to efficient methods for users to
cope when stringent climate change countermeasures are
imposed. We can assume that the quantity of manufactured
semiconductors will continue to grow due to factors such
as the expansion in semiconductor demand accompanying
the digital revolution. Meanwhile, the quality and quantity of
semiconductor test will increase in step with the sophisti-
cation and technological evolution of semiconductors. It is
thought that demand for semiconductor test will increase
due to the two factors of enhanced test content per chip and
the increase in the semiconductor production volumes, and
so Advantest recognizes this shift to a low-carbon economy
to be an opportunity related to climate change. Advantest
will make investments to achieve these technological ad-
vancements, such as in research and development and in
developing the next generation of human capital, as part of
our efforts to contribute to the future low-carbon economy
through semiconductor test and development of new semi-
conductor technologies.

M Risk Management

At Advantest, we consider factors that may hinder business
management to be risks, and have established a compa-
ny-wide risk management system. Management risks posed
by climate change are also managed within this system. With
the support of the SMWG, we analyze and evaluate urgent
and anticipated risks posed by climate change. Using the

Climate change-related opportunities

company-wide risk management system that we have al-
ready established, we implement countermeasures to avoid
and mitigate those risks to prepare for and enable conti-
nuity of our business activities in the face of adversity. The
SMWG makes timely decisions and can launch task forces
consolidating efforts from related departments into full-scale
initiatives to tackle risks or opportunities which may be rec-
ognized as particularly critical.

M Indicators and Targets

The indicators and targets for measures taken in respect to
risks and opportunities brought about by climate change are
managed through the ESG Action Plan. The achievement sta-
tus of the ESG Action Plan is reported twice a year to the
Executive Management Committee and Board of Directors for
discussion and evaluation. Based on the results, the SMWG
will review and update the indicators and targets of the ESG
Action Plan. Advantest has set a target of zero greenhouse
gas emissions by 2050. In addition, as mid/long-term cli-
mate change countermeasure targets, we have set targets
to reduce greenhouse gas emissions covered in Scopes 1
and 2 by 60% by FY2030 compared to FY2018, and to re-
duce greenhouse gas emissions covered in Scope 3 by 15%
by FY2030 compared to FY2018. These targets have been
approved by the Science Based Targets Initiative (SBTI), ac-
knowledging that our greenhouse gas reduction targets are
based on scientific evidence. We will actively promote ac-
tivities to reduce environmental impact throughout the value
chain, aiming to achieve our emission reduction targets.

Major opportunities Response/strategy

@ Further energy-saving performance (low power and
Growth in test demand outpacing market growth | compact sizes) alongside improvements in testing Short- 1o
for core semiconductors where energy efficiency is| performance mid-term
important © Development of new testing methods and testing
Sl devices
roducts - -
services/market NeWtGSt. demand mt.roduced by power semiconduc- ©® Development of new testing methods and testing .
tors, which are required by the final demands such devi Mid-term
evices
as EV
@ Introduction of energy-efficient products based on the
Sales growth by providing green products ESG Action Plan 2021-2023and steady implementa- | Mid-term
tion of the energy-saving plan
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Advantest’s Global CO2 Emissions

When addressing climate change, the efforts of individual
companies alone may be of limited benefit. Activities that
involve entire supply chains or industry groups are neces-
sary. The Advantest Group will proactively deploy measures
to reduce our environmental footprint in the medium to long
term throughout the value chain in order to achieve our CO»
emission reduction targets. In our entire value chain, Scope
3 “Category 1: Purchased goods/services “ and “Category

CO:2 Emissions in Advantest’s Supply Chain

11: Usage of products” account for the majority of CO, emis-
sions. In addition to CO. (Scope 1+2) emissions reduction,
CO, emissions reduction in categories 1 and 11 is promoted
as a priority item for the environmental targets in the ESG Ac-
tion Plan. In terms of measures related to these priority items,
we have launched a task force to promote CO, emissions
reduction activities from FY2021. We are accelerating CO,
emissions reduction activities throughout our value chain,
aiming to achieve the SBTi certification targets for Scope 1+2
and Scope 3.

Advantest CO,

emissions ratio
Scope 3 Scope 1+2 Scope 3
(FY2021 results)
0p9 A |
i D s %mm
I 7/ — 4 '
Fuel- and .
Purggg:/ed Capital energy-  Transportation, Pur<':hlased Transportation,  Usage of
goo goods related distribution electricity, etc. } distribution  products
services o
activities
== 64%
A=
p, — oono
Wi Business Employee Leased Direct emission from Disposal of post:
generatgd n travel commuting assets ey @ NGNS lifecycle products I Products sold B Parts purchased
operations processes

Task Force to Promote CO, Emissions
Reduction Activities

What it affects

Scope 1 + 2, and Scope 3 Others

Details of Activities

.l Scope3 C11 . S
TF1 i’gli P CO, emissions reduction in product development
-y Usage of products
TF2 0pn0 Scope3 C1 CO. emissions reduction through cooperation with our
I Purchased products /services business partners
TF3 :!glg Scope3 C11 CO. emissions reduction through cooperation with our
!!_. Usage of products customers
C-?d’ Scope1+2 Reduction of CO2 emissions from business activities
TF4 Direct emissions from our industrial processes | through the introduction of energy-saving equipment
such as purchased electricity and renewable energy
[-0-W-]
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o ) ) FY2030. Our Scope 3 “Category 11: Use of products” ac-
Task Force 1: CO, Emissions Reduction in counts for the largest amount of CO, emissions, accounting

Product Development (Scope 3 Category 11) for 64% of the entire value chain. Reducing these individ-
ual CO, emissions is essential for reducing CO. emissions

Task Force 1 will collaborate with our R&D departments throughout our value chain. The amount of CO, emissions
worldwide to promote the reduction of CO, emissions from the use of our products is significantly affected by mar-
through the development of next-generation products with ket fluctuations such as sales. We will contribute to reducing
low power consumption and high efficiency. Specifically, we CO, emissions through our products by setting targets for re-
aim to reduce CO, emissions per test (basic unit) from our ducing emissions per unit of production that are linked to our
products during utilization at our customers’ sites by 50% by mid/long-term business plans, and reviewing them annually.

Key lssue

Intensity reduction  |Calculation of emission
Value chain Reduction of CO.-equivalent emissions | rate basic unit > 209 50
(Scope 3) (basic unit) per test (Compared to , - o ° °
FY2018) Defined decision

once a year. From FY2021, we added questions on renew-

Task Force 2: CO Emissions Reduction able energy sourcing status and greenhouse gas emissions,
Through Cooperation with Business enhancing our questionnaires to gather more information on
Partners (Scope 3 Category 1) suppliers’ efforts to address climate change. This enables us
to not only grasp our suppliers’ renewable energy sourcing
Task Force 2 collaborates with procurement departments rates, but also obtain an understanding of the necessity and
to promote the use of renewable energy by suppliers aim- importance of reducing greenhouse gas emissions through
ing to reduce their CO, emissions. Specifically, we intend individual feedback based on the analysis and evaluation of
to increase the number of suppliers who have introduced the questionnaire results. We will continue to promote the
renewable energy to 40 by FY2023. We ask our key sup- use of renewable energy by our suppliers and contribute to
pliers to respond to our “Supply Chain CSR Questionnaire” the reduction of CO, throughout the supply chain.

RESIIS]

Key Issue

Target Value

Number of suppliers

Value chain Prompte the use of renewable energy by | who have intro- )
(Scope 3) suppliers and contractors duced renewable
energy

(*) Targets for key future suppliers based on research
change once a year, including their requests and expecta-
Task Force 3: CO, Emissions Reduction tions towards Advantest as their supplier. Based on this in-
Through Collaboration with Customers formation, we will clarify the role that we should play and the
(Scope 3 Category 11) issues that should be addressed in our strategies, and reflect
them in our ESG activities. We aim to understand our cus-
Task Force 3 works along with our sales departments to pro- tomers’ response to climate change and contribute to the
mote the reduction of CO, emissions through the collabora- achievement of their goals as a member of the supply chain.

tion with our customers. We ask our customers to respond to
a questionnaire on their policies and goals regarding climate
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Task Force 4: Reduction of CO, Emissions
in Business Activities Through Adoption
of Energy-Saving Equipment and
Renewable Energy (Scope 1+2)

Task Force 4 will promote a 60% reduction in CO, emissions
from the Advantest Group’s business activities by FY2030
(compared to FY2018) through the adoption of energy-sav-
ing equipment and renewable energy. We aim to increase our

Key Issue

Climate change

Reducing GHG emissions from business | reduction rate

renewable energy sourcing rate to 70% by FY2030. As of
FY2021, we achieved 100% renewable energy sourcing in
Europe, the U.S.A., and at Gunma Factory, our production
facility in Japan. Regarding our Asian locations, we are inves-
tigating regulatory systems for the adoption of renewable en-
ergy in each country and promoting its adoption. In FY2022,
we expect to introduce new sources of renewable energy at
our Sendai Factory and Laboratory in Japan, and at our Tai-
wan office.

activities

(Scope 1+2) Renewable energy introduction rate

KPI 2021 2022 2023 2030
GHG emissions 35% 34% 38% 40% 60%
Renewable energy
introduction rate 50% 54% 53% 55% 70%

Total CO; emissions : 25,043 t
(Depends on fuel and electricity usage)
Renewable energy introduction rate : 53.5%

(As of March 31, 2022)

@unich office

RE100 <)\ ‘Shanghai

RE xx

Renewable energy
ratio in the base
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~ Sendai
Laboratory
REO

4,850t
19.4%

Gunma R&D

Center
RE30

_ Saitama R&D
~ Center
I RE30
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V
ESG Education

The Advantest Group provides a general environmental ed-
ucation program globally with the aim of encouraging all of
our employees to continuously engage in environmentally
conscious activities. In addition, we offer our in-house social
networking platform, “My LIFE.ON.,” to provide a place for
sharing individual employees’ efforts.

B General Environmental Education

The course materials for the general environmental educa-
tional program explain five initiatives of our environmental pol-
icies and their environmental impact. The final section of the
materials includes multiple questions on the learning content
that are designed to assess employees’ understanding. We
achieved a 97.0% attendance rate in FY2021.

FY2021 General Environmental Education Attendance Status

Targeted

Number of Attendance
number of o
participants rate
employees
Domestic 2,741 2,741 100
T 2,802 2,638 94.1
bases
Group Total 5,543 5,379 97.0

M Videos for Better Understanding

From FY2022, we have created ESG educational videos
to further enhance environmental education as part of our
ESG education. The video is divided into three dedicated
parts: “Part 1 ESG Basics,” “Part 2 Climate Change and
Human Rights,” and “Part 3 Sustainability Initiatives.” Using
easy-to-understand narrated animation makes ESG an ap-
proachable subject for employees.

ESG Training in 3 Chapter

(2
ESG Basics !

What is ESG? *

We will explain "What is ESG?" from the basics to specific initiatives.

A screenshot of the educational video
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B Global Educational Activities on Our Internal Social

Networking Platform “My LIFE. ON.”

The Advantest Group runs an internal social networking plat-
form, “My LIFE. ON..” This social networking platform enables
our employees to enjoy contributing to the SDGs by posting
activities that are beneficial for people, the environment, and
society and “liking” and commenting on each other’s posts to
demonstrate their support for such activities.

In FY2021, the ESG Promotion Office launched an Envi-
ronmental Painting / Photo Contest to commemorate “World
Environment Day” on June 5. A total of 353 environmen-
tal-themed paintings and photographs were submitted by
Advantest employees and their families around the world.
These artworks were posted on “My LIFE.ON.” and shared
among the entire Group. This event helped not only to raise
the environmental awareness of our employees, but also to
improve communication among peers.

As a result of our active support for employee contribu-
tion activities through “My LIFE.ON.,” employees around the
world have posted many activities related to their environ-
mental and social contributions.

Artworks submitted for the Environmen-
tal Painting / Photo Contest by employees’
children

B Activity Report on My LIFE. ON. of an Employee Aim-
ing to Make 100 Blood Donations

Since 2020, one employee has continuously posted on “My

LIFE.ON.” about his goal to make 100 blood donations. This

activity has received a great response, with about 400 views

and more than 50 likes, bringing together many friends who

are also conscious of the SDGs.

£"% My LIFE. ON.
A ac: & tosin 2 How to Post / AEFM ) Rule / MR+
|~ 20200608 () an () e, vostieod
- 100th Blood Donatlon Project / RRin100E>' O x4
q Fedlo Al
Tez Page
ng of my dream i5 g achiews 100th biood donation, 16 times left,
=3 SRR ER 00T T L TARLTIET, S 16E
a Aoeard Commant
12 proasd of my Blood donation, T am realiznd Hat Ehere are many people wha really need bioed for saving e
o vour Comment BERETOCSEN SR ST LTREL. HELTUEILERSLCBLET,
& (Legn reared)
1 woudd Bk b share the provert T Bke mast, { 1 knaw It from the mavie “Good tie”)
"IF you wank to oo fast, o slore; ¥ you want 1 gb far, g6 together™

My LIFE.ON. post/comment screen
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Advantest proactively implements measures to solve social issues throughout our business, based on The
Advantest Way and our corporate mission statement, “Enabling Leading-edge Technologies.”
Our ESG Basic Policy, formulated in 2021, sets forth our social responsibility as a global company and
our commitments to our stakeholders. Meanwhile, our ESG Action Plan describes specific themes, goals,
and KPlIs to support and promote company-wide activities and to disclose information.
Please refer to our Sustainability Data Book for details of the above activities.

Target Value

Key Issue I_Executlve Goal KPI
in charge 2021 | Results

2022 2023 2030
Share and solve/mitigate ESG
ESG issues (risk management, human | Due diligence imple-
management at CPO rights/occupational safety, mentation rate for major 90% 100% 95% 100% 100%
Supply Chain environment, fair trade, compli- | customers
ance, etc.)
Fair treatment in gender Female manager ratio 9.0% 9.6% | 10.0% | 10.5% | 17.0%
Edffication and practice of | Participation rate of | .o | oo | | | e
humanrights | educational training | 199% | 99:8% | 1%
Diversity, CHO
protection, and Return-to-work rate after | ynq0, | 4009 | 100% | 100% | 100%
respect for Work-life balance maternity leave (1)
human rights Ieﬁf‘gﬁ S (‘J:P'N)C&‘re 12% | 16% | 20% | 25% | 50%
""""""""""""""""""""""""""""""""""""" Percentage of suppliers | | | | |
CPO Conflict minerals elimination confirmed to be free of 100% | 63.4% | 100% | 100% 100%
conflict minerals*
. . ) _ | Ranking of Techinsights
Customer CCRO Seall,ssecxS&%ﬁﬁ;ﬁgiﬁfﬂgggﬂg& customer satisfaction 1st 1st > 1st
satisfaction, survey
employee | Edftdtf """"""""""""""""""""""""""""""""""""""""""""""""""""""""""
engagement ification and improvement o
gag CHO attractive corporate culture Score of Gallup survey 3.5 3.64 }—» | 3.75 4.1
Maintaining and enhancing oc- | Occupational accident 0 0.35 - 0
oFO cupational safety and health | rate (frequencyrate) | 7 | T [l i
Investing in Promotion of health To be selected in White In On N Goal
humanresources || management | S00WPN)  |Process | Track | | .| continuation
. - Education and training
CHO Employee capacity building expenses (100MY) — 3.9 5.0 6.0 10.0

* KPIs are changed according to actual activities

4

Investment in Human Capital

Our understanding of “human capital” represents a shift from
thinking about people as something we use as a resource
to thinking about them as something we invest in. We must
secure the necessary human capital in response to changes
in our business environment, and invest in it so as to help
our employees become the sources of future value creation.

We place particular emphasis on education and training,
which are important elements of investing in human capital,
as they are directly linked to individual strengths.

The Advantest Development Framework defines the fun-
damental skills, advanced skills, manager skills, and senior
management skills that Advantest seeks for employees

50

to acquire. We provide educational programs and training
courses to support the development of the required abilities
based on this Framework.

= P29 Human Capital: CHO Message

B Accessible Training System

We have also introduced easily accessible online learning
platforms across the Group, offering multiple courses rich in
content recommended by the company with various difficulty
levels. Contents range from Microsoft Office tools tutorials to
time management, coaching, communication, and determin-
ing team vision and strategies. Employees can immediately
put this hands-on training into use in their work.
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4

Human Rights Initiatives

Advantest has participated in the United Nations Global Compact since 2019, which commits us to supporting the Ten Principles
of the UN Global Compact, covering human rights, labor, the environment, and anti-corruption, and promoting efforts to recog-
nize and improve issues within the company and in our supply chain.

In 2021, we broadly set forth our approach to human rights and awareness of top-priority issues in the Advantest Group Hu-
man Rights Policy and the Advantest Group Priority Issues Related to Human Rights document. We have identified risks from
the perspectives of human rights due diligence with respect to Advantest’s own well-being and in our supply chain, as part of

our efforts to promote and resolve these issues.

v =
—_—f s
—_—| oz
—1 = -Q

Commit: Assess:

Commitment and communi-

cation for human rights

® Formulation and disclosure
of Advantest Group Human
Rights Policy

® Support and respect for the
Ten Principles of the UN
Global Compact

Human rights risk assessment

in business and the supply

chain

® Disclosure of Advantest
Group Priority Issues Related
to Human Rights

® Supply Chain CSR Survey

o] I —

A =

T T

Actions to reduce risks based

on the results of the survey

® Feedback and review of CSR
survey results

Regular disclosure of

information

® Disclosure of information in
reports and websites

Stakeholder engagement }
Grievance management mechanism }

M Global Initiatives (TF5)

In June 2022, we launched a task force (TF5) with the goal of
“promoting human rights and the SDGs” to address the issue
of human rights, a global concern that is gaining in prom-
inence. TF5 consists of members from the administration
department, the Production Group, and the ESG Promotion
Office. Members have discussed the priority themes, KPIs,
and target values of our ESG Action Plan, and updated them
appropriately.

M Efforts for the Promotion of Female Employees
“INCLUSION AND DIVERSITY” is one of Advantest’s core
values. We believe that creating a comfortable and inclusive
workplace environment and instilling working practices that
maximizes employee capabilities while balancing work and
home is imperative for our company.

As of March 2022, the percentage of female employees to
total employees is 20.8% (20.2% in the previous fiscal year),
and the percentage of female managers to total managers
is 9.6% (8.3% in the previous fiscal year). At the Advantest
Corporation (parent), the percentage of female employees is
16.5% (16.3% in the previous fiscal year), and the percent-
age of female managers is 3.4% (2.8% in the previous fiscal
year). Although these ratios have improved from the previous
fiscal year, increasing the number of female employees and
managers still remains an urgent task.

Advantest will move forward with initiatives to raise the
female employee ratio and establish systems for long-term
employment designed to help female employees reach man-
agement positions.
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©® Focus on conveying our strengths to women pur-

suing technology careers, and enhancement of
PR activities aimed at women

In FY2021, Advantest participated in a roundtable
discussion titled “Listening to Young Employees in
the Semiconductor Industry,” a joint project between
SEMICON JAPAN and the manufacturing YouTuber
“Monozukuri Taro,” and asked one of our female
technical employees to share her experiences work-
ing at Advantest. This video of a female employee
freely offering her opinions on the nature of her work
creates an opportunity for young people, especially
women, to take an interest in the semiconductor de-
vice materials industry, including Advantest.

® From FY2018, Advantest has set numerical tar-

gets to boost the ratio of women in management
positions until it meets or exceeds the industry av-
erage based on the Act on Promotion of Women’s
Participation and Advancement in the Workplace.
In November 2020, we acquired “Certification level
2 (two stars)” of the ‘Eruboshi’ certification based on
the Act on Promotion of Women’s Participation and
Advancement in the Workplace, along with Advanfa-
cilities Co., Ltd., which obtained it in July 2022.

©® Enhancing Learning Experiences about Support

to Enable Good Work-Life Balance

In FY2021, we established a system that allows
working mothers to participate in external seminars
that mainly focus on career education. Together with
streamlining our system that allows female employees
to continue working after they become mothers, this
has also led to the strengthening of a corporate cul-
ture that supports women’s engagement with work.
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At Advantest, pregnant employees can receive 100% com-
pensation during prenatal checkups and pregnancy com-
plications leave, and are offered the choice to work shorter
hours if instructed by a doctor. Advantest offers childcare
leave and caregiving leave that exceeds legal standards.
Other leave programs are also widely used, such as the ac-
cumulated holiday program, which can be taken for a vari-
ety of reasons, by fathers as well as mothers, including for
childbirth, childcare, fertility treatment, and other caregiving
responsibilities.

Furthermore, Advantest offers shorter work hours for em-
ployees who are raising children or looking after il relations.
Shorter working hours for childcare can be used until the em-
ployee’s youngest child reaches sixth grade, and this option
is currently being used by many parents. There is no restric-
tion on the period in which employees can work short hours
in order to care for ill family members, so that employees
can best balance their jobs with their home lives. As there
are certain cases in which employees resign their jobs during
life transitions, Advantest has established a re-employment
program for employees who meet certain criteria.

It should be noted that re-employment of female employ-
ees following childcare leave, as a result of these efforts, was
100% for the second consecutive year in FY2021. We are
also working on support for fathers, which includes the pro-
vision of personal consultations for male employees with chil-
dren and their supervisors.

In fiscal 2021, we aimed to enhance our support system,
which began by asking our eligible male employees if they
intended to take childcare leave.

As a result of these efforts, the ratio of male employees
taking childcare leave in fiscal 2021 was 16.0%, a significant
increase from 5.1% in the previous fiscal year. We will contin-
ue to implement proactive initiatives to encourage more men
to use our childcare leave systems.

Advantest formulated a Declaration of Health and Productiv-
ity Management Policy in September 2019, embodying our
focus on initiatives for health and productivity. Followed by
the spread of COVID-19, top management sent out the mes-
sage that employee health should be made a priority, and
has been taking thorough measures to prevent the spread
of infection including the enhancement of remote work pro-
ductivity. As a result of these efforts, Advantest has recently
been selected for the first time as one of the brands in the
2022 Health & Productivity Stock Selection, which are jointly
selected by Japan’s Ministry of Economy, Trade, and Industry
(METI) and the Tokyo Stock Exchange. At the same time,
METI certified Advantest as one of the “White 500” (large
listed corporation section), the top 500 corporations certi-
fied under METI’'s 2022 Health and Productivity Management
Awards, for the second consecutive year.
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Declaration of HPM Policy
In order to realize Advantest’s mission, we will strive to
create a workplace where every employee can work in
optimal physical and mental health, and to contribute to
humanity’s sustainable future as a corporate citizen.

Based on our ESG Action Plan, we conduct a CSR Question-
naire every March for business partners who account for 85%
of the transaction value of all Advantest Group companies.

The contents of the FY2021 questionnaire mainly referred
to international norms such as the RBA Code of Conduct and
the 10 principles of the United Nations Global Compact along
with reports on the introduction of renewable energy and lim-
itation of greenhouse gas emissions with the goal of mitigat-
ing climate change. We were able to obtain responses from
all of the companies that received the questionnaire. Among
them were mentions of the difficulty of reporting greenhouse
gas emissions, while others responded that their measures
to mitigate climate change remained undecided. We plan to
coordinate with our business partners to share our under-
standing of these issues and progress toward resolution.

From FY2021, we launched an initiative to share informa-
tion with our business partners and offer exclusive support
so that the entire supply chain could address social issues.
We aim to enhance supplier engagement not only by pro-
viding materials summarizing the results of the questionnaire
for each business partner, but also by supplying feedback
on points that were highly evaluated as well as requests for
improvement.

Advantest’s Procurement Policy requires our business part-
ners to eliminate conflict minerals (tin, tantalum, tungsten,
gold) that can be sources of funding for armed groups in the
Democratic Republic of Congo and adjacent countries.

Advantest has been implementing an annual survey of our
business partners using the Conflict Minerals Reporting Tem-
plate (CMRT) tool developed by the Responsible Minerals Ini-
tiative (RMI). This survey was also conducted in FY2021. We
will continue to promote efforts toward avoidance of conflict
minerals.

Every year, Advantest participates in a customer satisfaction
survey conducted by TechlInsights, the world’s leading semi-
conductor market-research firm, in order to objectively grasp
how our customers perceive our efforts. The survey has been
conducted since 1988 and is known as the only survey in the
industry to receive direct customer feedback.

In the 2021 Customer Satisfaction Survey, Advantest cap-
tured the No. 1 spot of global semiconductor equipment
suppliers for the third consecutive year. The company was
also named on the 10 BEST Suppliers list of large suppliers
of test equipment for the 34th consecutive year. Advantest
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also achieved superior customer ratings for Recommended
Supplier, Trust in Supplier, Technical Leadership, Partnering,
and Field Engineering Support and was once again the only
semiconductor test equipment supplier to receive a Techin-
sights Five-Star designation.

= P86 External Recognition

'Initiatives to Enhance Employee
Engagement

Advantest believes that individual and organizational strengths
are the two “wheels” that drive employee engagement. In ad-
dition, we regard the enhancement of employee engagement
as human rights due diligence in a broad sense, and aim to
boost individual strength by working on both psychological
and physical ease of work at the company.

We conducted our first Global Employee Engagement Sur-
vey using the platform of Gallup, Inc. in 2018. Unfortunately,
the result for the entire Group was below the level of compa-
rable companies. Advantest Japan in particular reported a re-
markably low score. With the aim of remedying the situation,
these results were first communicated to each department,
asking them to deeply share, discuss, and hear employees’
opinions. At the same time, at the company-wide level, we
implemented reforms to boost our organizational strength by
establishing our INTEGRITY Core Values to foster a new cor-
porate culture and introducing “Leading with INTEGRITY” to
gain a better understanding of leadership.

M Gallup Survey 2021 Results

Three years later, in the fall of 2021, we repeated the Gallup
survey. The results showed significant improvements over
2018, including an increase in scores for all items in Q12
(12 questions for engagement measurement derived from
the findings of Gallup, Inc.). The overall average score was
3.64, an increase of 0.16 points from the previous survey.
This is by far the biggest improvement among companies
who consecutively completed the Gallup survey. We also saw

an improvement in awareness and opportunities related to
the category of Recognition (the need to know that efforts
are recognized and valued) and Development that were high-
lighted during the previous survey, marking 26% for the ra-
tio of Engaged (diligent) employees, a 6-point increase from
the previous survey. This survey confirmed that the engage-
ment level of Advantest Group companies is considerably
higher than the standard for each country. These are clear
indications of each of our employees’ efforts to understand
the importance of engagement, and shows how they have
embraced and implemented our corporate reforms such as
“INTEGRITY” and “Leading with INTEGRITY,” yielding mea-
surable results.

Il Working with Gallup Survey Results

Our overall score is not high, when compared to other com-
panies participating in Gallup’s survey, and there is still room
for improvement. After sharing information with each depart-
ment, where department leaders discussed the factors that
may have led to these results, we drew up action plans to
address each issue.

Some departments have introduced tools to measure em-
ployee condition and motivation, while improvement activities
have expanded even further by strengthening cross-division-
al collaboration with other departments. Meanwhile, some
departments, who used this survey as an opportunity to
objectively measure degrees of engagement, have been im-
plementing mid/long-term human capital development plans
aimed at fostering a learning organization. We can see that
our new corporate culture, which we have been working on
for several years, is gradually taking shape.

Engagement varies considerably depending on the cus-
toms and cultures of each country. While localized efforts
are necessary, our INTEGRITY Core Values, which are the
foundation of our corporate philosophy, The Advantest Way,
are shared globally. We believe that it is essential to enhance
engagement by executing action plans that address the
characteristics and challenges of each department, sharing
information about activities across the entire Group, and

Leading with
INTEGRITY Workshop

Revision

The Advantest Way

2019 2020
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promoting investment in human and economic resources
aiming to foster our corporate culture.

A third Gallup survey is scheduled to be conducted in
2023. This survey plays a meaningful role not only in con-
firming activity results in numerical terms, but also in terms
of instilling an awareness of engagement as part of our cor-
porate culture.

B Office Building Renovated to Support New

Workstyles
Based on the new norm of remote or hybrid workstyles, Ad-
vantest has promoted a switch to a completely “free address”
office that incorporates the ABW (Activity Based Working)
concept, so that employees can freely select from among
various types of seats depending on what activities they have
to do. We held a workshop during the design phase consist-
ing of employees from designated departments that would
be affected by the renovation, and finalized the concept of
the new office after repeated discussions.

There are electric lift seats whose height can be changed,
“intense focus” seats surrounded by sound-insulating parti-
tions, and seats where you can collaborate while exchanging
opinions with your neighbors, making the office an environ-
ment rich in variation. Since the seats are not fixed, it is easier
to communicate across departments and floors.

Efforts are also being made to improve operational efficiency
and increased convenience of the office through IT, including
attendance management and conference room reservation
systems as well as through the introduction of next-generation
Wi-Fi standards and large displays in meeting areas.

Office renovations incorporating the ABW concept have
also been implemented at the Sendai Office where Advantest
Laboratories is located, and during the relocation of the Ad-
vantest (Singapore) Pte. Ltd. head office. We plan to deploy

= i o= = L i
Head office after renovation

our workstyle reforms at all of our offices around the world
over the next few years.

B Promotion of Digital Workplace Activities #myADV
Advantest has been continuously promoting #myADV digital
workplace activities (#myADV), which started in May 2020, in
order to encourage global business development and diverse
ways of working for employees.

#myADV is promoted by the Global IT Collaboration team
and supports volunteer #myADV guides (over 200 guides as
of the end of June 2022). The Global IT Collaboration team
conducts regular coaching sessions for #myADV guides, as
well as organization-specific use case analysis and training
for specific business entities to support company-wide dis-
semination and use of collaboration tools.

Going forward, training for employees across the entire
Group will be implemented to boost tool usage, along with
the development of new tools and functions, aiming to maxi-
mize team collaboration using digital technology.

B Example: Efforts to Improve Employee Engagement
at the Gunma Factory

Protecting shipments from the impact of COVID-19 is a top
priority at the Gunma Factory, so we have reduced the num-
ber of people coming to the factory as much as possible.
Many employees are working from home, making it difficult to
communicate face-to-face, and face the dilemma of demand
for shipping increasing while parts are difficult to procure.
In December 2020 we began collecting opinions from the
factory’s 500 employees on the situations they were facing,
using a questionnaire function of the collaboration tool, to
help us better understand and relate to them. For employees
who had to come to work, we cooperated with the admin-
istration department to make improvements so as to relieve
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their anxiety and concerns over COVID-19, and provided
feedback on the measures taken.

In addition, during COVID-19, it became difficult to com-
municate management’s thoughts to our broad employee
base, as it was no longer possible to hold our monthly all-
hands assemblies. We began online distribution of messages
from the Product Group Leader from January 2021, and con-
ducted a questionnaire thereafter. About 40% of the employ-
ees responded to the questionnaire. After that, the message
from the Product Group Leader began to include answers to
questions raised by our employees, improving the quality of
two-way communication.

Advantest Europe GmbH (Germany) has participated in the surveys of the international
human resources consulting agency “Great Place to Work® every other year since 2017,
and has once again been recognized as a “Great Place to Work®’for FY2021.

Advantest Test Solutions, Inc. (U.S.A.) (ATS) also received the Top Workplaces award
in 2021 from the Orange County Register, a local newspaper publication in Southern
California. The qualification is based on the results of a confidential employee
questionnaire regarding corporate culture, management, and leadership. This is the third TO

year in a row that ATS received this award.

Advantest Group recognizes that health and safety (H&S) is
one of the important aspects of our business operation. The
Advantest Group Health and Safety Policy is intended to en-
sure every Advantest employee’s health and safety.

Every year we convene a “Health and Safety Committee
Meeting” which decides the health and safety related direc-
tion and policy for the entire group. Our approach to health
and safety is based on the main activity themes set at this
meeting. Based on this, the health and safety committees at
each location define their annual targets and plans.

We also regularly hold health and safety committee sec-
retariat meetings throughout the company, and strengthen
each location’s health and safety activities through this shar-
ing of information about relevant activities.

Value Creation Information

The promotion of collaboration tools and the INTEGRITY
workshops throughout the entire Group have also provided
opportunities for two-way communication with employees in
remote environments and reached all the way to our man-
ufacturing sites. Since the production departments have a
wide variety of occupations and organizational forms, it is
necessary to implement measures and support to enhance
engagement in line with each department’s needs. We will
continue to make improvements in creating comfortable
workplaces by enhancing our corporate culture, as well as
by strengthening the connections between our employees,
with the expectation that this will lead to greater productivity.

Beste Arbeitgeber”
Deutschland

Great

Place 2017

2019

Work. 2021

In FY2021, there were no fatalities on the job (zero acci-
dents). Safety assessments for our domestic business sites
were also conducted by external organizations, which con-
tributed to the reduction of our hazard risks.

In addition, the rate of occupational accidents (frequency)
was 0.4 for FY2021 when including both domestic and over-
seas Group companies.

For FY2022, we will continue our safety awareness ini-
tiatives with a greater focus on safety. We will establish an
occupational safety and health management system at the
Gunma Factory aiming to acquire ISO 45001 certification.

ADVANTEST Integrated Annual Report 2022



Summary

Corporate Governance

4

About Advantest’s Corporate Governance

Advantest’s corporate mission is “Enabling Leading-Edge
Technologies.” Advantest constantly strives to improve
so that we can offer products and services that will satis-
fy customers around the world, and contribute to the future
of society through the development of the most advanced
technologies.

In accordance with the corporate mission described in the
preceding paragraph, and in response to our mandate from

B Corporate Governance Structure

Information

Value Creation Sustainability

L]

stakeholders, Advantest emphasizes open, honest and re-
spectful dialogue with all stakeholders at all times, to achieve
a sustainable level of business development for the Advant-
est Group and to enhance corporate value over the mid-to-
long term. To that end, the Advantest Group will establish a
fair, efficient, and transparent governance system.

Our Corporate Governance Basic Policy is published on

our website:
https://www.advantest.com/sustainability/governance/

B governance.html

General Meeting of Shareholders

Election/Dismissal

Election/
Dismissal

Election/Dismissal

Auditing,
Supervision Audit &
Board of Directors H Supervisory .
SLUES S Cooperation  Accounting
Directors who are not audit and Directors who are auditand | = C-omoremeeen Auditors
supervisory committee members supervisory committee members
. N
Appointment, Proposal Consultation H
Dismissal & Nomination and Support
Supervision Compensation Committee :
- - Report i Audit and Supervisory
President and Chief Y2 0 Committee Office
Executive Officer rvmp—
<Makes decisions on Risk Management Group Auditing
business operations>
Internal Control Committee Cooperation Cooperation
Compliance Committee
Instruction &
Directives Sustainable Management
Promotion Working Group
Executive Officers
oyt Internal auditin:
Group Companies ¢ 9 Auditing Group 1S RLIERLEERITIRL ORI
conducting business B G R ERERRLLLELRRRRRY
activities

M Initiatives to Strengthen Corporate Governance Structure

® A majority of the members of the

® Abolition of advisor system

Nomination and Compensation
Committee became outside directors

® First appointment of an outside director
as the chair of the Nomination and
Compensation Committee

® |ntroduction of
executive officer
system

® 1st meeting of the
Nomination and
Compensation Committee

® Abolition of retirement
allowance system

® Appointment of first
outside directors

foreign directors

® Appointment of first

® General Review of
Executive Compensation
System, CxO System

® First appointment of a female
director

® Established stock compensation
system and reviewed stock
option compensation system

® Transitioned to the
“company with audit
and supervisory
committee” format
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Vv
Governance Highlights

M Board of Directors B Composition Ratio of Audit and Supervisory
Committee

Internal Outside Internal Outside

(managing executive (non-managing (managing executive (non-managing

directors): executive directors): directors): executive directors):

67-

4% 45 o

Internal
(non-managing
executive directors):

10

&

Chairperson

l Nomination and Compensation Committee B Activity Results (FY2021)
Internal Outside
(managing executive (non-managing Board of Directors 13 times

directors): executive directors):

S

6 o Audit and Supervisory Committee 13 times
; o

Nomination and Compensation
. 13 times
Committee

Off-site meeting 3 times

B Term of Office for Directors (Total)

s of June 24,2022 1ss 9 0000000
| GGG S drectors

6t 9
years ﬁ n 1 director

Q O
e ([ 2 drectors
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Advantest regards the annual General Meeting of Sharehold-
ers as an opportunity for dialogue with shareholders.

The 2022 General Meeting of Shareholders was held in the
large hall of our Gunma R&D Center in Japan.

Since last year, we have been holding a virtual general
meeting (livestream) alongside the physical meeting, enabling
shareholders to watch the meeting in real time wherever they
are. This year, we also printed a QR code and guidelines for
livestream access on the envelope of the convocation no-
tice mailed to shareholders, making it easier for them to ac-
cess the virtual general meeting. As a result, approximately
twice as many shareholders viewed the livestream this year
than last year. In addition, in order to enhance dialogue with
shareholders, we accepted questions online in advance of
the meeting, and also allowed them to message us online
during the livestream.

Going forward, we will continue to hold more open and
accessible general meetings, helping shareholders who have
difficulty visiting the venue to participate and be heard.

For more details on the General Meeting of Shareholders,
please see our website:

https://www.advantest.com/investors/shares-and-
corporate-bonds/meeting/

The Board of Directors of Advantest, as the management de-
cision making body, makes decisions on significant matters
with respect to the management policies and management
strategies for the whole Advantest group, and in its capacity to
supervise management, it monitors and supervises Executive
Officers in their exercise of their duties. Advantest has strength-
ened the oversight and supervision functions of the Board of
Directors by appointing multiple outside directors. At Board of
Directors meetings, directors with a wide range of knowledge
and experience express their opinions on agenda items pro-
posed by management and engage in lively discussions. The
Board of Directors meets about once a month and spends
about three to five hours each time discussing budgets, set-
tlement of accounts, personnel affairs, business acquisitions
and alliances, and other matters. In order to maintain seamless
communication despite the diversity of our directors, Advantest
has arranged for simultaneous interpretation at the Board of
Directors meetings so that Board members can speak free-
ly in both Japanese and English. The Chairman of the Board
of Directors is Yoshiaki Yoshida, Representative Director and
President.

P69  Board of Directors, Skill Matrix
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Discussing important issues such as mid-term management
plans, succession plans, and M&A requires time and focus.
To effectively discuss these and other issues, the Board of
Directors holds off-site meetings to provide information and
exchange opinions. In FY2021, all Directors discussed the
optimal composition of the Board of Directors and succes-
sion plans, as well as ESG promotion and our 2" mid-term
management plan, over a two-day off-site meeting.

In FY2021 Advantest introduced a CxO system. At off-
site meetings, discussions were held to create a more
effective CxO structure, and in FY2022, the Board of
Directors resolved to reorganize the CxO structure in
order to further promote global business development.

The profit and loss of businesses that have been ex-
panded through acquisitions, etc. are monitored
monthly by the Board of Directors. In order to further
grow acquired businesses, the Board of Directors dis-
cussed investment in expansion of the US manufactur-
ing capabilities related to these businesses in FY2021.

In July 2022, following on from the previous fiscal year,
we resolved to acquire treasury stock with the aim of
improving shareholder returns and capital efficiency, as
well as acquiring shares to be allocated under our fu-
ture restricted stock compensation plan.

In September 2022, we canceled 8,000,000 shares
of treasury stock to improve shareholder returns and
capital efficiency.

Given that the General Meeting of Shareholders is a
place for constructive dialogue with shareholders, the
Board of Directors discussed the disclosure of annual
securities reports before the General Meeting. Based
on this discussion, we now disclose our annual securi-
ties reports before the general meeting, so that share-
holders can use it as a reference when exercising their
voting rights.
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In order to evaluate how effective the Board of Directors is at
fulfilling its roles and responsibilities, we distribute an “effec-
tiveness evaluation” questionnaire to all directors every year.
The main items on the questionnaire are as follows.

Composition of the Board of Directors

Number of directors, diversity of directors, status of
concurrent posts of outside directors, etc.
Management of the Board of Directors

The timing of distribution of materials, the content of
materials, the frequency of meetings of the Board of
Directors, the chairperson’s management of pro-
ceedings, the quality of web conferences and simul-
taneous interpretation, etc.

Board of Directors Meeting Agendas
Management strategy, mid-term management
plans, succession plans, compensation system,
risk, sustainability, management resources such as
human capital and intellectual property, etc.

Board of Directors Support System

Outside director meetings, reports from the Nomi-
nation and Compensation Committee, provision of
information to outside directors, training for direc-
tors, utilization of experts, etc.

Regarding the effectiveness of the Board of Directors in

FY2021, it was concluded that it is important to deepen dis-

cussions on ESG at the Board of Directors and to consider

the ideal composition of the Board of Directors. In response
to these results, we implemented the following measures in

FY2021.

e Regarding ESG, Advantest formulated our ESG Basic Pol-
icy in June 2021, and based on this policy, the Board of
Directors received a progress report in November 2021.

e Regarding the composition of the Board of Directors, we
discussed including an institutional design at the Nomina-
tion and Compensation Committee and at off-site meet-
ings of the Directors. We have not reached a conclusion,
but we will continue to discuss this matter.

Regarding the effectiveness of the Board of Directors in
FY2021, it was confirmed that the Board of Directors ex-
changed opinions freely. In addition, in order to enhance the
effectiveness of the Board of Directors, it was decided that it
is important to report with greater awareness of the external
environment and revise the questionnaire used for the board
evaluation accordingly, to focus more on discussion time than
on reporting time, and to spend more time on discussion.
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Advantest shifted to an Audit and Supervisory Committee
system on June 24, 2015. Pursuant to our audit policies, au-
dit plans, allocation of duties, etc., and in coordination with
the internal audit division and other relevant departments
with jurisdiction over internal control, the audit and supervi-
sory committee members attend important meetings such as
Executive Management Committee, Business Plan Meeting,
Internal Control Committee, Disclosure Committee, Compli-
ance Committee, receive reports from Directors, Executive
Officers and employees on the performance of their duties,
request further explanations as deemed necessary, review
important approval-granting documents, and inspect the
state of business operations and assets at the head office
and other important branch offices. With respect to subsid-
iaries, they communicate with and exchange information with
the directors and corporate auditors of the subsidiaries and
receive business reports from subsidiaries as deemed nec-
essary, and conduct audits of Advantest’s main consolidated
subsidiaries overseas (by interviewing via web conferences or
face to face), and confirm their state of business operations
and assets. Kouichi Nanba, an outside director, serves as the
chairman of the Audit and Supervisory Committee.

Outside directors who are members of the Audit and Su-
pervisory Committee attend meetings of the Internal Control
Committee and, as necessary, participate in on-site inspec-
tions of business divisions conducted by full-time members
of the Audit and Supervisory Committee, actively auditing and
monitoring the status of business execution at the Company.
In addition, the Audit and Supervisory Committee cooperates
with the Accounting Auditor, the Auditing Group and other
internal control departments, and the Audit & Supervisory
Board Members of each company in the Advantest Group,
securing opportunities to exchange opinions as necessary
and promoting mutual understanding.

We have an Auditing Group for our internal audits. With
multiple full-time employees and in cooperation with the Au-
dit and Supervisory Committee, accounting auditors, etc.,
the Auditing Group monitors the status of the company’s
internal controls on a daily basis, identifies problems, and
recommends improvements. The Auditing Group reports the
audit results to the President and the Audit and Supervisory
Committee, and also to the Board of Directors on a regular
basis.

Regarding accounting audits, Advantest has audited with
Ernst & Young ShinNihon LLC and received predetermined
audits. EY Shin Nihon LLC Audit Corporation (formerly Daiichi
Audit Office) has been conducting listing audits of Advant-
est since 1983, when Advantest was listed on the Second
Section of the Tokyo Stock Exchange. The certified accoun-
tants who executed the accounting audit work of Advantest
in FY2021 are Mr. Toshiyuki Matsumoto, Mr. Minoru Ota and
Mr. Hiroyuki Nakada. The rotation of the certified public ac-
countants is conducted appropriately at Ernst & Young Shin-
Nihon LLC and no certified public accountants are involved in
accounting audits of the same company for more than seven
consecutive fiscal years. Lead certified public accountants
are not involved in accounting audits of the same company
for more than five consecutive fiscal years. If a certified pub-
lic accountant is involved in accounting audits of the same
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company for seven consecutive fiscal years, he or she will be
involved in accounting audits of that company only after an
interval of five fiscal years. Lead certified public accountants
who are involved in accounting audits of the same company
for five consecutive fiscal years will not be involved in ac-
counting audits of that company again. In addition, assistants
performing Advantest’s accounting audit work include those
with expert knowledge such as system experts, with CPAs as
the main constituents.

Advantest has established a Nomination and Compensation
Committee as an advisory organization to the Board of Di-
rectors. It advises the Board on appointing, selecting, and
dismissing directors and executive officers, and on deter-
mining the compensation of directors and executive officers.
The Nomination and Compensation Committee performs the
functions of both a Nomination Committee and a Compen-
sation Committee, in which roles it is responsible for improv-
ing the fairness, appropriateness, and transparency of the
appointment, selection, dismissal, and compensation of di-
rectors and executive officers. The Nomination and Compen-
sation Committee is composed of members selected from
among the directors by resolution of the Board of Directors.
To introduce an independent viewpoint, more than half of the
members are outside directors. The Human Resource De-
partment is its secretariat. The main items considered by the
Nomination and Compensation Committee in FY2021 were
as follows.

Candidates for Directors and Executive Officers
CEO succession plan

Revision and operation of executive compensa-
tion system

The current committee members are Mr. Toshimitsu Urabe,
Ms. Sayaka Sumida, and Mr. Yoshiaki Yoshida. Mr. Toshim-
itsu Urabe is the chairperson. Two of the three committee
members, including the chairperson, are outside directors.

Regarding the selection of directors and executive officers,
the Nomination and Compensation Committee recommends
persons as candidates to the Board of Directors who will
contribute to a sustainable level of business development
and enhancement of corporate value over the mid-to-long
term in accordance with the “Directors and Executive Officers
Nomination/Dismissal Policy and Procedures” prescribed by
the Board of Directors regarding Directors and Executive Of-
ficers. The Nomination and Compensation Committee also
considers the diversity and appropriate size of the Board
of Directors, including in terms of gender and nationality
representation. In addition, regarding independent outside
directors, “Independence Criteria of Independent Outside
Directors” prescribed by the Board of Directors also apply
in addition to the “Directors and Executive Officers Nomina-
tion/Dismissal Policy and Procedures” mentioned previously.
Candidates recommended to the Board of Directors should
have a wealth of knowledge and can be expected to contrib-
ute actively to the Board of Directors. The Board of Directors
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deliberates proposals from the Nomination and Compensa-
tion Committee, and determines and appoints candidates for
Directors and Executive Officers.

Candidates must meet the independence criteria set by
Advantest and should also meet one or more of the below
criteria. Personality, concurrent positions as another compa-
ny’s director, executive officer or auditor, the number of years
served as an outside director of Advantest, and the like will
be considered in addition to the criteria.

a legal professional such as attorneys

a person who has management experience for
another company

a person who has excellent knowledge and ex-
perience in finance or accounting

a person who has excellent knowledge and ex-
perience in the Company’s business field

a person who has wide and deep experience in
R&D

a person who has enough experience or ability
equivalent to above persons

The Executive Management Committee is the decision-mak-
ing body for important business execution matters. Those
executive officers who are suitable to lead the Advantest
Group’s management are designated as executive officers
and members of the Executive Management Committee.
Half of the members are executive officers of non-dapanese
nationality. Meetings of the committee are held about twice a
month, mainly online.

The Internal Control Committee identifies and analyzes import-
ant risks to the Advantest Group as a whole, and shares infor-
mation among its members. It also clarifies which department
is responsible for each risk, as well as policies and procedures
for response. The Internal Control Committee is chaired by the
president and consists of 31 members, including executive of-
ficers, unit leaders, and administration department personnel.
One member is an outside attorney who acts as advisor. We
also allow outside directors to participate as observers.

The Disclosure Committee oversees appropriate disclosure
by the company. In August 2022, we have broadly revised
the composition of the Disclosure Committee by clarifying the
scope of the committee’s jurisdiction and strengthening the
authority of its members. The current Disclosure Committee
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consists of four members. In addition to reviewing timely
disclosure documents, they lead the preparation of annual
securities reports, business reports, integrated reports, cor-
porate governance reports, etc.

In FY2020 Advantest established the Sustainable Manage-
ment Promotion Working Group (SMPWG) to develop com-
pany-wide ESG activities globally. Three executive directors
act as strategic managers for E/S/G, and the 50 members
include leaders from all units, and all regions (Europe, North
America, Asia). The SMPWG functions as a governance sys-
tem for sustainable management. Specifically, it identifies and
evaluates ESG issues in each unit and region for each fiscal
year, and summarizes priority themes, targets, and KPIs into
an ESG action plan 2021-2023, supporting and promoting
company-wide ESG activities in cooperation with related
committees throughout the company.

The Risk Management Group is an organization that imple-
ments countermeasures in the event of any risk that business
continuity would be endangered due to a disaster or incident,
or if there were to be a risk of harm to the life or health of our
officers or employees, or if there were some scandal that may
adversely affect Advantest.

The Risk Management Group is headed by the President
& CEO and is composed of 28 members, including depu-
ty heads of departments, business location managers, and
functional members. In addition, from FY2022, in order to
respond more quickly to global incidents, we have newly es-
tablished a Contingency Team as a sub-organization of the
Risk Management Group, and appointed six members to it
from overseas locations.

Advantest started to formulate a succession plan in FY2021
with the goal of ensuring management continuity for the next
generation and the generation after that in line with our rec-
ognized issues and strategies.

The Board of Directors is actively involved in the CEO suc-
cession plan. The Board was reported from the Nomination
and Compensation Committee on the Group’s management
issues and an evaluation of the current CEO, and confirmed
requirements for the next CEO. Next, the Nomination and
Compensation Committee used an external expert to assess
successor candidates and also surveyed the external talents
market. At the same time, outside directors met with succes-
sor candidates. Based on these results, the Nomination and
Compensation Committee discussed the future direction of
the company, including a CEO successor training plan, and
again reported to the Board of Directors.

In addition, regarding the succession plan for key posi-
tions (executive officers) in the Group, a review committee
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consisting of the CEO and Senior Executive Officers has
listed successor candidates for each key position. This list
of candidates is reviewed annually by the review committee.
The review committee designed and is currently implement-
ing training and skill development plans for successor candi-
dates. It reports the status of these efforts to the Nomination
and Compensation Committee and the Board of Directors as
appropriate.

Advantest’s executive compensation system consists of
fixed compensation (monetary), performance-linked bonus-
es (monetary), and stock compensation (non-monetary). The
basic concept of the system is as follows.

Establish a compensation mix and level that at-
tracts international human resources who can
support our global business development
In order to continue growing in the semiconductor
industry, which is complex and swiftly-evolving on
a global level, we will appoint talented human re-
sources from all over the world and compensate
them according to global standards.
Well-balanced bonuses linked to performance
Given that Advantest’s business performance
fluctuates, we will reward the contribution of offi-
cers when business performance is good, and re-
duce the burden on our company when business
performance is declining.
Stock compensation that encourages exec-
utives to share the shareholder perspective
and promotes a mid/long-term perspective on
management
We combine restricted stock compensation (RS),
which encourages executives to pursue the mid/
long-term corporate value improvement that share-
holders desire, and performance-linked stock com-
pensation (PSU), which encourages the achievement
of medium-term management goals that lead to the
improvement of corporate value.

The Nomination and Compensation Committee restructured
our compensation system to implement bonuses with a wid-
er range of performance-linked variance, which should lead
to an increase in corporate value, a restricted stock com-
pensation (RS) that is conditioned on holding stocks during
the term of office, which encourages a mid/long-term per-
spective on management, and performance-linked stock
compensation (PSU), which is linked with the achievement of
mid/long-term management goals. The system was passed
by a resolution of the Board of Directors and proposed to
the General Meeting of Shareholders, which approved it. The
system is now operated as follows.
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Compensation

The ratio of fixed compensation, performance-linked bonuses, and stock compensation is approximately
1: 1: 1 for Senior Executive Officers (including the president) and 1: 0.8: 0.8 for other Executive Officers.

Structure However, if a person concurrently serves as a director, he or she will be paid separately.
The above ratio is for standard compensation, and the ratio may change depending on performance.
Fixed
Compensation | Fixed compensation shall be set at an appropriate level according to individual duties and responsibilities,
(cash and will be paid monthly, with reference to external objective data

compensation)

Performance-
linked
Bonuses (cash
compensation)

Performance-linked bonuses are short-term incentives for the results of a single year and are paid once a
year after the performance of the Advantest Group for the relevant business year is confirmed.

With the annual profit plan target achievement rate as a KPI, bonuses vary from 0% to 200% of each
individual’s standard amount.

* The standard amount of Senior Executive Officer is 100% Fixed compensation.
The standard amount of other Senior Executive Officer is 80% Fixed compensation.

Up to 30% of the total amount of performance-linked bonuses for executive officers is redistributed based
on individual evaluations conducted by the president. Evaluation and redistribution proposals are discussed
and approved by the Nomination and Compensation Committee and reported to the Board of Directors.
In principle, the president’s performance-linked bonus is calculated based on the results of performance
indicators, but if the Board of Directors deems it necessary and clearly states their reasoning, it may be
increased or decreased.

Stock
Compensation

50% of stock compensation is RS.
It is granted every year, with restrictions on transfer during the recipient’s term of office (obligation to
continue holding).

50% of stock compensation is performance-linked stock compensation.

PSU may fluctuate between 60 to 140% of the standard units according to how close actual results

come to mid-term management targets (KPIs) over a three-year period.

The KPlIs are the following three items, and the weight of each item is as follows.

e EPS growth rate: The target is 14% average annual EPS growth over the three years of the mid-term
management plan
Fluctuation between 70% and 130% of the standard units

e Relative Total Shareholders Return (-TSR) :Comparison between the TSR of TOPIX with our TSR (our
TSR + TOPIX - TSR)
Fluctuation between -5% to 5% of the standard units

e ESG evaluation: Evaluation scores of the S&P Global Corporate Sustainability Assessment are used
as an index
Fluctuation between -5% to 5% of the standard units

After the end of the medium-term plan, PSU for the preceding three years will be vested in a lump sum.

e PSU for officers who take office or retire in the second or third years of the medium-term management
plan will be prorated according to the length of time they have served.
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B visualization of compensation for executive officers (including the president)

IL IL
1 : 1 1
[7 Fixed compensation [ Performance-linked bonus [ Restricted Stock Performance Share Unit

*Before redistribution of performance-linked bonuses based on individual evaluation

B Upper limit of director compensation

Performance Share Unit (PSU) *?
Within ¥200 million and
within 50,000 shares per year

Monetary reward
Within ¥900 million per year*!

% Monetary reward ~ Monetary reward

Within ¥60 millon per year*" Within ¥100 million per year"
Directors Outside directors Board members who is an Audit and
(excluding outside directors) (excluding directors who are Audit and Supervisory Committee members

Supervisory Committee members)
*1 According to a resolution of the 79th Ordinary General Meeting of Shareholders, held on June 23, 2021.
*2 Performance Share Unit: a one-time grant covering three years, equal to ¥600 million as compensation for the execution of duties over the three fiscal years.
The upper limit is 150,000 shares, which will be allocated as shown in the above image per year.
*3 According to a resolution of the 73rd Ordinary General Meeting of Shareholders, held on June 24, 2015

M Total amount of remuneration for directors (FY2021)

Total Compensation by Category (Millions of yen)
Total Cash Compensatlon” Non-Cash Compensation*? Number

Category Compensation Performance- : Performance- of Eligible
(ilions of yer) | Fxed based Stock Options | Restrioted stock | asq tock Officers™
P Compensation P Compensation
Directors

(excluding audit and
supervisory committee 800 186 239 66 95 214 5
members)

(excluding outside directors)

Directors

(audit and supervisory
committee members)
(excluding outside directors)

Outside Directors 69 69 0 0 0 0 5
(not audit and supervisory
committee members) (40) (40) 0) 0) 0) 0) ©)
(audit and supervisory
committee members) (29) (29) 0) 0) 0) 0) 2)

*1. As of March 31, 2022, the number of directors (excluding outside directors and directors who are Audit and Supervisory Committee members) is 5, and the
number of outside directors is 5.

*2. For stock options granted in or before FY2020, the amount recorded as expenses based on Japanese standards for FY2021 is shown. Stock options were
not granted in FY2021. Restricted stock compensation and performance-linked stock compensation amounts shown are the amounts recorded as expenses
based on Japanese standards for FY2021.

*3. In addition to the above compensation. Advantest’s subsidiaries in the United States paid ¥156 million in monetary compensation to directors residing in the
United States.
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l Directors who received compensation of ¥100 million or more (FY2021)

Total Compensatlon 9 Category (Millions of yen)

Total
Compensation i Company Perft Perft
(Milions of yen) REs - tc));?:(? = Stock Options IRESIEHER] el szCejEdeatg%i
Compensation Compensation compensatio Compensation
Representative
Yoshiaki Yoshida 249 Director, Advantest 63 91 21 21 53
President and | Corporation
CEO
Soichi Tsukakoshi | 144 | Drector Senior | Advantest 39 49 12 12 32
Executive Officer | Corporation
Atsushi Fujita 14p | Director, Senior | Advantest 38 49 11 12 32
Executive Officer | Corporation
L . Director, Senior | Advantest
Koichi Tsukui 141 Executive Officer | Corporation 38 50 11 12 30
Director, Senior | Advantest
Executive Officer | Corporation 8 B 11 38 67
Douglas Lefever 280 -
Director, Advantest
President and America. Inc 56 100 — — —
CEO B

*For stock options granted in or before FY2020, the amount recorded as expenses based on Japanese standards for fiscal 2021 is shown. Stock options were
not granted in FY2021. Restricted stock compensation and performance-linked stock compensation amounts shown are the amounts recorded as expenses

based on Japanese standards for FY2021.

4

Shares

In FY2021, Advantest acquired 7,167,500 shares of treasury
stock, of which 24,505 shares were canceled. In July 2022,
the Board of Directors resolved to acquire 10,000,000 shares
of treasury stock and to cancel 8,000,000 shares of treasury
stock, up to an upper limit of 50 billion yen. In September
Advantest acquired 3,445,000 shares of treasury stock and,
on September 9, canceled 8,000,000 shares of treasury
stock. As of the end of September 2022, we had issued

191,542,265 shares of common stock, and the total number
of shares of treasury stock is 4,600,899 shares.

As an incentive for directors, executive officers, etc., we is-
sued stock options until FY2020, and the total balance at the
end of September 2022 will be 6,760 units (676,000 shares).
No other stock acquisition rights or convertible bonds have
been issued. In addition, Advantest grants one voting right for
each unit of 100 shares, and does not issue shares that grant
multiple voting rights per unit (so-called dual class shares) or
non-voting shares.
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A Conversation With QOutside Directors

QOutside Director

Osamu Karatsu -" gt Toshimitsu Urabe

Innovation in semiconductors never ceases, making our lives richer every day. Advantest
enables the leading-edge technologies that make these advances possible. We asked
outside directors Osamu Karatsu and Toshimitsu Urabe about their views on corporate
governance, and how it can improve corporate value.

(Moderator: Yoshitake Kobayashi, General Manager, Investor Relations Department, Corporate Planning Group)

About Advantest machines, but what they do—verify whether semiconductors

Moderator: Our company was established in 1954, and are working properly—so you could actually say we're in the
this is our 68th year in business. Starting from our roots data business. When | think about what value our company
in measurement instruments, we have become a leader really sells, it seems to me that we're in a very privileged po-
in semiconductor test equipment. Advantest is now rec- sition: we have ongoing access to data related to semicon-
ognized by many investors and shareholders as a major ductors, which are indispensable to the world now and in the
player in this niche market. future.
Measurement is the basis of things. In fact, it is Historically, many electronics manufacturers made
measurement that determines the value of all things. So, their own semiconductor test equipment. But that didn’t
even though people call this a niche market, it's actually not work out for them. It's not that easy. For example, if a semi-
niche at all. | believe this company can grow further by prop- conductor is operated at a speed of 1 gigahertz, that oper-
erly valuing and expanding the value of measurement, which ating speed cannot be guaranteed unless it is tested at 1.3
is fundamental to the world and has infinite possibilities. gigahertz or 1.5 gigahertz. When a semiconductor manufac-
turer achieves a speed of 1 gigahertz, it cannot be tested
PUEETEN Advantest is in the business of making and sell- without technology that is already 30% or 50% faster, which
ing semiconductor test equipment. You could call it a needs to have been developed and commercialized in ad-
niche. However, what is actually useful to society is not our vance. Moreover, memory test systems test hundreds of
65
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semiconductors at the same time. Now we’re really in crazy
territory. A medium-sized jet airliner has about 1 to 2 million
parts, and a semiconductor test system has about 1.5 million
parts. A car only has about 30,000 parts, by comparison. It’s
insane to pack the complexity of a jet airplane into a box! A
normal company wouldn’t be able to do it.

Our Grand Design

Moderator: People are expecting a lot of Advantest in
future. In 2018, we formulated a mid-term management
plan and a 10-year Grand Design for the first time. How

were you involved in formulating them?

EEEE What | remember about the mid/long-term plans
is the first draft | saw. It was a picture of Advantest floating
alone in space, not connected to anything in society. Hey! No!
| said. Advantest is linked in various ways to the world, and
our mid/long-term plan needs to describe what kind of rela-
tionships should be built to fulfill the plan. So we discussed
that, and our Grand Design came out of those discussions. It
helped people to become aware of the essence of our busi-
ness. | think it’'s great to have a long-term plan. It broadens

your viewpoint.

Four years have passed since our Grand Design
was formulated. Judging from our strong performance so far,
it seems the Grand Design was correct, but in four years, the
world has changed, and so have our strategic priorities. In
that sense, | think it's important to look at the outside world,
which is always the basis of the Grand Design, and update it.

We are also discussing the need to review our 10-year plan at
the same time, preferably every year, but at least once every
two or three years. Currently, we make a mid-term plan every
three years. But we should look at our surroundings from
the viewpoint that our 10-year plan will constantly change
depending on our situation and environment. Semiconductor
cycles occurs because of changes in devices that use semi-
conductors and in their context. | think it’s important to keep
a close eye on everything, including the industry, economy,

and politics, and what’s happening right now.

More and more developments in the world these
days are invisible, but in fact, those invisible things are packed
with value. Mr. Urabe mentioned the data business earlier. It's
the invisible value that is important. But no one knows how
to measure the value of the invisible. The challenge is where
to put your foot and how to survive. In this new era, | have
a feeling that there is a larger arena where we can generate

even more value.

| remember what an executive officer said to me
at the first offsite meeting | attended after joining Advantest
in 2019. “When we think about what our job is, we don’t
just make machines. Rather, we'’re at the heart of the indus-
trial processes that utilize semiconductors, making those
semiconductors work properly, and helping our customers’
workflows to operate well and efficiently. That's what the
customers want. Our business is workflow solutions.” That’s
what he said. Of course, we have to sell machines, but if we
hold onto the essentials, even if the world changes in various
ways, we'll be able to stay abreast of the changes. In other
words, the cornerstone of our business is data, and if we use

it well, we can achieve even greater things.

That’s the way it's going. However, the problem is
that our product sales have grown this large, with profits to
match, so daily operations end up focusing on how to deliv-
er even just one more product. That’s the dilemma. How to

overcome that is a big issue for us as a company.

Truly ambidextrous management is needed.
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Moderator: We’ve been talking about the long-term
view. | would like to hear your thoughts on sustainabil-
ity from the perspective of ESG, especially corporate

governance.

What we call ESG is, in a sense, simply obvious
when we consider the significance of a company’s existence
and social responsibility. Your own business plan should factor
in important things that have a big impact on your company.
Our Grand Design and The Advantest Way highlight important
things that we must be careful to keep uppermost in our mind.

We could say the same of corporate governance.

What should our governance and the Board of Di-
rectors look like? We are naturally doing what we need to do
at the moment, but when it comes to doing even better, we
must discuss whether this is enough. This is an important
theme to raise not only at the level of the Board of Directors,
but also at the level of executive officers.

Moderator: In terms of corporate governance, your posi-
tions as directors have been entrusted to you by share-
holders. What are your thoughts on the Grand Design,
the growth investments necessary for business expan-

sion, and returns to shareholders?

[ Karatsu i company first needs to have a proper business
model. Our story says, “We're thinking of implementing this
kind of business model in this timeframe, so it's going to be
like this in the future.” By telling shareholders how much we
can return at what time by implementing our business mod-
el, we win their buy-in for growth investments. The business

model is the basis of that mutual understanding.

Yes, an idea like the workflow solutions | men-
tioned earlier is a good example. If we can persuade them,
they will come to understand our growth investments. Our
profit and equity ratios are high, but our figures are still mod-
est. Considering future growth, | think we still need to im-

prove our foundation.

However, the reason why such discussions have
not progressed is the question of what kind of business mod-
el should be explained to investors and shareholders. If it is

67

ambiguous, they won’t buy into it. An American executive
at our company had some good things to say. He was very
earnest when he said, “A few years ago, our company had
sales of $2 billion, now it is $5 billion, and soon it will be $10
billion. What is the difference between a $2 billion company
and a $10 billion company in terms of corporate structure? If
we're really expecting to hit $10 billion in the near future, and
if we haven’t got the corporate structures in place to support
that level of sales when we get there, things won’t go well
for us. We have to prepare in advance.” | would like to deep-
en discussions on this theme at the Executive Management

Committee meeting for executive officers.

After specific projects emerge, it is too late to dis-
cuss investment strategies for growth, so we always discuss
our intentions and vision based on ongoing analysis of our
environmemt. Our company always has a long to-do list with-
in the framework of the grand design, so | think we have a
good basis for such discussions.

Structure of the Bord of Directors &
Succession Planning
Moderator: Lastly, Mr. Urabe, as chairman of the Nomi-
nation and Compensation Committee, you are involved

in examining the structure of the Board of Directors and

succession planning.

The overall management structure of our com-
pany comes before the structure of the Board of Direc-

tors. This is discussed at board meetings and also at the
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Nomination and Compensation Committee in preparation

for board meetings.

There are two points to make here. First, of course, when
considering a succession plan, the starting point is the man-
agement issues that have been discussed many times, and
these business strategy issues are reviewed, organized, and
shared with everyone. We discuss what the next generation
of management will need and what the Board of Directors will
look like at that time. The second thing is to not stop at mech-
anisms and general theories, but move on to discussions and
analysis with names attached. For example, in order to create
a next-generation management team, we outside directors
meet with senior-level executive officers individually, evaluate
them, and provide them with advice when necessary. These

are the two things | pay most attention to.

EEEE Mr. Urabe has been in charge of this process. Over
the past two years, we have held a lot of dialogue and dis-
cussions with executive officers and have accumulated a lot

of data.

68

BUEEEN That data is shared with the CEO, and we also
provide feedback from the CEO to the individuals concerned.
Accumulated properly, it can be a resource for them. It’'s no
good if you just do it once—you have to keep doing it. This
is done at two levels, the level where the directors oversee
the management team, and the people on the management
team who are one layer below. We keep looping through this

process with due care.

[ Karatsu NS you’d expect, the executive officers will do their
best if you give them room to perform. When we ask a lot of
questions, they do their best to answer them. | think this is a
good incentive, and conversely, we also get a glimpse of the
issues in the company. It helps us better understand their po-
sition and give advice on how people below the CEO should

act.

Moderator: Thank you both for speaking with us today.
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Board of Directors, Skill Matrix

Osamu Karatsu

Date of
Appointment
Date of birth
Nationality

2012

April 25, 1947
Japanese

Shares Held as
of March 31, 2022

@13/130 @13/13

After his duties as the representative director of a subsidiary of the
Company, Executive Vice President of the Corporate Planning Group,
Executive Vice President of the Corporate Relations Group, and Ex-
ecutive Vice President of the Nanotechnology Business Group, Mr.
Yoshiaki Yoshida has been serving as Representative Director, Presi-
dent and CEO of the Company since January 2017. He has a wealth
of knowledge and experience concerning the Company group’s busi-
ness and corporate management. Thus, the Company believes that
he is a suitable person to realize sustainable enhancement of corpo-
rate value as a director of the company.

53,532

Outside Director

Toshimitsu Urabe

Date of
Appointment
Date of birth October 2, 1954

Nationality Japanese

Shares Held as 535
of March 31, 2022

&13/13 @13/130

Mr. Toshimitsu Urabe has extensive management experience at a
leading Japanese general trading company, particularly overseas
experience in the United States and Asia, experience in business in-
vestment decisions, etc., and extensive experience in administrative
management, for example in human resources. He is expected to
reflect his knowledge in the Company group’s global management,
thereby contributing to the sustainable enhancement of corporate val-
ue and invigorating the activities of the Board of Directors. Thus, the
Company believes that he is a suitable person as an outside director.

2019

Director, Senior Executive Officer

Soichi Tsukakoshi

Date of 2017

Appointment
Date of birth

Nationality

Shares Held as
of March 31, 2022

& 13/13

Mr. Soichi Tsukakoshi has been engaged in sales and marketing op-
erations. After his duties as Senior Vice President of the Sales Group,
he currently serves as Executive Vice President of the Production
Group. He has a wealth of knowledge and experience concerning
sales and marketing as well as production. Thus, the Company be-
lieves that he is a suitable person to realize sustainable enhancement
of corporate value through enhancement of efficiency of manufactur-
ing and supply chain optimization.

February 1, 1960
Japanese
9,640
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Shares Held as
of March 31, 2022

@ 13/13

In addition to his management experience at R&D institutions in Ja-
pan and overseas, Mr. Osamu Karatsu has a wealth of knowledge
and experience as a semiconductor specialist. He is expected to
reflect his knowledge of the industry and his broad perspectives in
the Company group’s global management, thereby contributing to
the sustainable enhancement of corporate value and invigorating the
activities of the Board of Directors. Thus, the Company believes that
he is a suitable person as an outside director.

3,342

Outside Director

Nicholas Benes

Date of 2019

Appointment
Date of birth April 16, 1956

Nationality American

Shares Held as 600
of March 31, 2022

@ 13/13

Mr. Nicholas Benes has extensive knowledge and experience about
corporate governance matters, and experience in investment banking
including M&A transactions. He is expected to reflect his knowledge
of corporate governance and the shareholder-oriented perspective
in the Company group’s global management, thereby contributing to
the sustainable enhancement of corporate value and invigorating the
activities of the Board of Directors. Thus, the Company believes that
he is a suitable person as an outside director.

Director, Senior Executive Officer

Atsushi Fujita

Date of 2019

Appointment
Date of birth

Nationality

Shares Held as
of March 31, 2022

November 15, 1959
Japanese
6,189

@ 13/13

Mr. Atsushi Fujita has been engaged in corporate administration
mainly in finance and accounting for many years, including assign-
ments in the US and Germany. He has a wealth of knowledge and
experience concerning the Company group’s business and corporate
management. Thus, the Company believes that he is a suitable per-
son to realize sustainable enhancement of corporate value.
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Director, Senior Executive Officer

Koichi Tsukui

Date of 2020
Appointment
Date of birth December 11, 1964

Nationality Japanese

Shares Held as 5,850
of March 31, 2022

& 13/13

Mr. Koichi Tsukui has been engaged in business operations and sales
and marketing operations for many years including assignment to
Germany. He has a wealth of knowledge and experience concerning
the Company group’s business and corporate management. Thus,
the Company believes that he is a suitable person to realize sustain-
able enhancement of corporate value.

Director, Standing Audit & Supervisory
Committee Member

Yuichi Kurita

Date of 2015
Appointment

Date of birth July 28, 1949
Nationality Japanese
Shares Held as 6,686

of March 31, 2022

& 13/13 @ 13/13

Mr. Yuichi Kurita has many years of experience in finance and cor-
porate planning, and has extensive knowledge and experience in fi-
nance and accounting. In addition, he has served as a director and is
an audit and supervisory board member of the Advantest Group, in
which position he is currently striving to improve auditing/supervision
and governance. In view of his achievements, Advantest believes that
he is a suitable person to enhance supervisory and oversight func-
tions as a director who is a member of the Audit and Supervisory
Committee.

Outside Director, Standing Audit & Supervisory
Committee Member

Sayaka Sumida

DEICY 2020
Appointment
Date of birth
Nationality

January 28, 1961
Japanese
Shares Held as 314

of March 31, 2022

& 13/13 @ 13/13 @9/9

Although Ms. Sayaka Sumida has not been directly involved in the
management of a company in the past, she has a wealth of knowl-
edge and experience concerning finance and accounting gained
through her engagement in accounting auditing services and internal
control-related services as a certified public accountant at an ac-
counting firm for many years. She is expected to reflect her knowl-
edge of finance and accounting in the Company group’s audit and
supervision, thereby contributing to the enhancement of corporate
accounting and internal control. Thus, the Company believes that she
is a suitable person as an outside director who is an audit and super-
visory committee member.

Director, Senior Executive Officer

Douglas Lefever

Date of 2020
Appointment
Date of birth December 10, 1970

Nationality American

Shares Held as 0
of March 31, 2022

@ 13/13

Mr. Douglas Lefever is responsible for promoting business develop-
ment mainly in the US (Silicon Valley). He has a wealth of knowledge
and experience concerning the Company group’s business and cor-
porate management and is expected to contribute to enhancing and
galvanizing the diversity of the Board of Directors. Thus, the Company
believes that he is a suitable person to realize sustainable enhance-
ment of corporate value.

Outside Director, Standing Audit & Supervisory
Committee Member

Kouichi Nanba

Date of 2019
Appointment

Date of birth September 1, 1949
Nationality Japanese

Shares Held as 568

of March 31, 2022

@ 13/13 @ 13/13 @4/4

Mr. Kouichi Nanba has a wealth of experience in law and compliance
and a high degree of specialized knowledge, after serving as a judge
mainly in charge of civil cases for many years, and engaging in the
practice of corporate legal affairs as a lawyer. Advantest believes that
he is a suitable person as an outside director who is a member of
the Audit and Supervisory Committee of the Company, as Advantest
expects that his insights of law and compliance into the auditing and
supervision of the Advantest Group will contribute to the improve-
ment of auditing and supervisory functions.

Committee

@ Attendance Rate of Board of Directors
@ Attendance Rate of Audit and Supervisory Committee
@ Attendance Rate of Nomination and Compensation Committee

1/4 Attendance Rate

¢ Chairperson
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History

awn of the Electronics Indu The Computer Era

1954 Takeda Riken Industries founded with four employees. 1982 Established a local subsidiary in the United States.

1957 TR-124B Electronic Counter for digitally measuring frequen- Facilities were later established elsewhere around the world.

cy became a hit product. 1985 The company’s name was changed to Advantest Corpo-
ration. Obtained the No. 1 share in the semiconductor test
equipment market, according to VLSIresearch.

1993 Launched the T6691, a VLSI test system featuring an indus-

1963 Launched the Digital Multimeter, the first Japanesemade
digital voltmeter.

Launched the first Japanese-made semiconductor test

o salee systems, the T-320/20 and T-320/30. {ry-best test speed of 500MHz/1GHz
ven) 1979 Launched the VLSI test system with a test frequency of 1995 250MHz S-DRAM memory test system T5581 launched;
400.0 100MHz, boasting the highest performance in the world. become a best-selling product.
300.0
200.0 T =
Former head office in Nerima (1963)
100.0
o ____—-------.lIIIIIII
1970 1980

Sales of the Company

1954-1980 1981-2000

Amidst the rapid growth of the Japanese electronics industry, In this period, the semiconductor market expanded significantly
Advantest’s founding entrepreneurs expanded our business with due to the widespread adoption of personal computers and the
successive innovations in measurement technology. Confident invention of the internet. Advantest’s semiconductor test systems,
that semiconductors were the future, we took on the challenge combining state-of-the-art measurement technology with support
of developing test equipment with applied measurement tech- for volume production, helped to drive the evolution and develop-
nology. While overcoming business crises and other difficulties, ment of semiconductors. In 1985, we achieved the top share in
we developed semiconductor test systems with industry-leading the global semiconductor test equipment market for the first time,
performance. confirming the status of our test system business as a major pillar

of the company.

Advantest Grows with Advantest Grows with

the Japanese Electronics Industry the Semiconductor Industry
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The Mobile Era

The Data Era

2003
2008
2011

Acquired Japan Engineering Co., Ltd.
Acquired Credence Systems GmbH.

Acquired Verigy, a major semiconductor test equipment
company

Joint development team with the former Credence
Systems

1990 2000

Sales of the Company

2001-2016

2018 Announced Grand Design and first mid-term management
plan
2019 Acquired the system level test business of Astronics, Corp. (USA)
2020 Acquired Essai Inc. (USA)
Business alliance with PDF Solutions, Inc. (USA)
Launched V93000 EXA Scale™
2021 Formulation of ESG Action Plan Net sales
2021  Announced second Mid-Term Management Plan b'"iog :;)
2021 Acquired R&D Altanova, Inc. (USA) 400.0
2022 Acquired CREA (ltaly)
300.0
Our system level test system R&D and
manufacturing base
200.0
100.0

2017-

While smartphones took over from personal computers as the
key driver of semiconductor demand, the global division of la-
bor in semiconductor design and manufacturing progressed. The
market demanded greater test efficiency and cost reductions.
Advantest flexibly responded to these changes by leveraging our
industry-leading measurement technology and mass production
technology, while at the same time establishing a more stable
management foundation. We implemented a series of future-ori-
ented measures such as M&A of non-Japanese companies.

Reinforcing Its Management Foundation

Al, 5G, and other new technologies have driven explosive data
growth, initiating a new era for the semiconductor market. Semi-
conductors have become indispensable to our data-centric
modern societies, and have become more sophisticated, more
complex, and larger in capacity, raising demands for reliability
higher than ever before. As semiconductors push the digital trans-
formation forward, and the semiconductor value chain evolves
and expands further, Advantest is looking towards our centenary
through the lens of new customer value creation in fields such as
system level testing and data analytics.

Expansion of Advantest’s Business Domains Through

Through M&A, Advantest Goes Global

Measurement Technology & Sustainability Through ESG
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Our Business Segments & Flagship Products

Advantest has three business segments: Semiconductor and Component Test Systems, which accounts
for about 70% of sales; Mechatronics Systems, which handles test system peripherals; and Services,
Support and Other, which mainly provides customer support and system-level test products.

In combination, these products and solutions enable us to respond to a wide variety of semiconductor test
needs and diverse customer requirements. Our broad portfolio is one of the keys to our competitiveness.

Synergistic Solution Families Centered on Semiconductor Test Systems

V9300
For SoC Test

T2000

T6391
For Display
Driver IC

3 -
I Py -5 H E
For SoC Test # {

Note: “SoC” stands for “System on Chip”, but is here

used to mean “non-memory.”

T5833
For DRAM/NAND Test

T5503HS2
For High-Speed
DRAM Test

Mechatronics Systems

Test Handler

M4872 M6242

For SoC Test For Memory
Test

i I e

i | m———

Device Interface

Change kit HIFIX

s Ll
L

Nanotechnology
E3650

CD-SEM
For Photomask / EUV mask

Services, Support and Others

Support / Services

Advantest
Cloud Solutions™

System Level Test

MPT3000HVM ATS503x
SSD Test System Level Test
System System

Thermal Control High-end Test
Unit Socket

Semiconductor test equipment is our main product line. Our test systems are roughly divided
into testers for SoC semiconductors and testers for memory semiconductors.

Testers for SoC semiconductors can test almost all devices other than memory semiconduc-
tors, such as logic semiconductors, analog semiconductors, and RF devices. The SoC semi-
conductor tester market is two to three times larger than the memory semiconductor tester
market, and users number in the hundreds, including fabless and OSAT companies. The SoC
semiconductor tester market is characterized by this large number of customers and the wide
range of device types needing to be tested. Our testers for SoC semiconductors feature excel-
lent scalability in terms of test range and test capacity, and can test a wide range of devices,
from low-cost l0T devices to high-end semiconductors.

Memory semiconductor testers are optimized for the mass production of memory semicon-
ductors, such as DRAM and NAND flash. In the memory sector, device types are less diverse,
and production volumes are huge, meaning that customers seek to adopt testers capable of
testing hundreds of devices at once. Our memory testers dominate this sector, as they are ca-
pable of higher speeds than the fastest devices in production today, and boast industry-best
parallel test capabilities.
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Our mechatronics-related business consists of test peripherals such as device interfaces and
test handlers, which are used in conjunction with test systems, and nanotechnology products
used in front-end semiconductor manufacturing processes.

A device interface is a general term for devices that are electrically connected to a test sys-
tem, making it possible to rapidly repurpose the test system to test diverse devices with various
sizes and pin counts.

A test handler is a tool that performs the three roles of transporting semiconductor packages
to the test system, applying temperature to them, and sorting semiconductors according to test
results in back-end semiconductor manufacturing processes. Our handlers, test systems, and
device interfaces comprise one-stop “test cells” that combine high test quality and production
efficiency.

Our nanotechnology products are scanning electron microscopes that utilize our proprietary
electron beam technology. They are used to measure the width and height of circuits drawn on
photomasks and wafers in front-end semiconductor manufacturing processes, an area where
demand is expected to increase with the spread of EUV lithography.

Mechatronics

Systems

Our field services business and system level test business account for the majority of sales in
this segment.

Field services are not limited to maintenance of our systems. We are also expanding into high
value-added services such as system utilization rate improvement, mass production ramp con-
sulting, and security-conscious online support.

System-level test systems test semiconductors in an environment similar to that of the final
T QUM T Lol product where the semiconductors will be used. It screens out defects that cannot be checked

and Others by testing the device in a stand-alone environment. We built an early position of strength in this
sector through acquisitions, and are now working to grow our system-level test business
through synergies with our test systems.

In addition, this segment includes Advantest Cloud Solutions™ (ACS), which enables data uti-
lization in the semiconductor manufacturing process; second-hand product sales; and products
for non-semiconductor applications such as measurement solutions for the medical and phar-
maceutical fields.

Mechatronics Systems Services, Support and Others

(Million yen) (Million yen) (Million yen)

288,859 85,803

42,305
40,005

36,293

197,154 207,203

105,655
65,155 61,617
-497
2019 2020 2021 (Fy) 2019 2020 2021 (Fy) 2019 2020 2021 (Fy)
Net sales M Segment income W Net sales M Segment income B Net sales M Segment income
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Explainer: Semiconductor Test Systems

Vv
The Value of Test Systems

Semiconductors are installed in various devices around the
world, supporting our lifestyles behind the scenes. If these
semiconductors did not work properly, society as we know
it would collapse. Semiconductor devices are made up of
nanometer-scale circuits and operate at high speeds, utilizing
megahertz and gigahertz frequencies. As a result, even the
slightest issue in the manufacturing process can cause prob-
lems such as disconnection or variations in operating voltage
and timing. Even with modern technology, it is difficult to con-
sistently produce good semiconductors. Manufacturing new
products is especially difficult, as they are often made using
state-of-the-art processes, and quality can vary widely until
the manufacturing process matures.

In order to reduce defects in semiconductors, it is essential
to conduct sufficient tests at the early stages of design and
mass production, and to quickly improve quality. That is the
role of test systems. High-performance, reliable test systems
with excellent throughput can quickly identify the cause of
defects, thus shortening the design period, quickly ramping
up mass production, rapidly improving yields, contributing to
the success of our customers’ new businesses. When chip-
makers use test systems from the design stage, the test pro-
grams and test data used for design evaluation can also be
used in the mass production process, reducing overall time
to market.

In addition, many test systems are modular in structure. By
swapping out test boards, test programs, and device inter-
faces, it is possible to test multiple types of semiconductors
with a single system. In the SoC business, where product
types are highly diversified by application, the flexibility of test
systems is a major factor in success.

= --

Reference
Write a test program (Reference)
from the IC design data.

'_M

Test handler places devices on de- Transfer machine applies appropriate
vice interface temperature to the devices

4

Structure of Semiconductor Test Systems

Device interface
A product that electrically connects the
device under test with the test system

Transfer machine
(Prober, Handler)

Transports the device under
test to the test head

§ Test system mainframe
| Houses the power supply
= and controller

Test system test head

he photo sh test handl
(The photo shows a test handie Houses boards with test functions built in

4

Semiconductor Test Flow

Semiconductor test consists of “parametric test,” which
checks for disconnections and shorts, as well as testing
electrical characteristics such as input and output voltages,
current values, and timing, and “function test,” which checks
whether the semiconductor functions as expected in the de-
sign. In both types of test, a test signal is input to the semi-
conductor, and the signal output from the semiconductor in
return is compared with expected values. Devices are then
classified according to the test results.

The illustration below shows the steps of semiconductor
test. In parametric test, in addition to classifying devices into
good and defective products, good products are graded ac-
cording to their performance.

_—

. -bam

Test head sends electrical signals to
devices

Input

Inp
_'7'9'-'- B cic|c]
= VE" ' REt .Y
‘ {— T
Output

Tester compares output signals from the
devices to reference values
and grades them as pass or fail.
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How Semiconductor Test Systems are
Differentiated

Many different things differentiate semiconductor test sys-
tems from one another, such as measurement quality, test
speed, throughput (test time required per device), miniatur-
ization, and control of heat generation. Most of these func-
tions are provided by the semiconductors installed in test
systems. Semiconductors for test systems are dedicated
devices designed by test system manufacturers themselves.
That design capability is the most important factor that de-
termines the performance of a test system and differentiates
it from competing products.

In addition to the semiconductors installed in the test sys-
tem, there are many points of differentiation related to test
capability and quality, such as the communication network,
power supply, the mechanism that contact with the device
under test, and the system software. Test system manu-
facturers are required to have the technical ability to cover
a wide range of these requirements and integrate them into
a single system. By collecting information through market
research and building relationships with customers on a
daily basis, and by steadily developing advanced fundamen-
tal technologies based on that information, Advantest has
built up an overwhelming technological superiority that other
companies cannot match.

A test processor designed for V93000 EXA Scale test system

'Advantest Test Systems that Defined
Their Era

1979 T3380

By applying the high-speed pulse generation technology
developed in our forerunner business, the measurement
instruments business, we achieved a test speed of 100
MHz, the fastest in the world at the time. Together with the
industry’s first comprehensive timing accuracy guarantee,
this helped our reputation spread outside Japan, and greatly
contributed to the establishment of our technology brand
and global business development.

1996 T5581

The T5581 was released just in time for the original boom

in synchronous DRAM production. In addition to the high
test speed, four times that of our previous models, the
groundbreaking utilization of CMOS semiconductors and
other factors enabled a compact form factor and low power
consumption. The 756581 dominated the high-speed DRAM
test market and solidified Advantest’s dominance in the
memory test market.

1999 V93000

VI3000 was the first test system in the industry to adopt a
modular architecture, which enabled testing of different types
of semiconductors with a single system by replacing the
boards mounted on the system. OSATs—companies specializ-
ing in outsourced testing—captured the trend towards a global
division of labor in the semiconductor value chain, testing
various semiconductors with the V93000. Since its release,
this test system has since become one of Advantest’s flag-
ship products.

2020 V93000 EXA Scale

The latest V93000 series test system features newly de-
signed test processors and communication networks that
greatly improve test data processing capability. It offers

a new test method for the “exascale” era, which requires
semiconductors to deliver ultra-high-speed processing of
one quintillion calculations per second.
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The Devices We Test

Advantest’s test systems are

responsible for testing a wide

variety of semiconductors pro-

duced by global customers. Our
reliability guarantee supports the
safety, security, and comfort of

people’s lifestyles worldwide.

Memory Semiconductors
Semiconductors that store data
include DRAM, which can read
and write data at high speed, and
NAND flash, which can hold data
for a long time without a power
supply. In recent years, demand
from the smartphone and data cen-
ter sectors has been increasing.

Application processors
These devices symbolize the evolu-
tion of semiconductors and result-
ing smartphone performance gains.
Application processor test is unique-
ly complicated due to the adoption
of state-of-the-art semiconductor
processes in their production, whilst
manufacturers are also actively in-
vesting in test systems.

HPC devices

This is a general term for semicon-
ductors for high performance com-
puting (HPC), which are designed
to perform large-scale operations
at high speed on data servers and
Al servers. With the spread of Al,
machine learning, and deep learn-
ing, the HPC device market contin-
ues to make yearly strides.

Automotive Semiconductors
This is a general term for semicon-
ductors installed in automobiles,
such as controllers for engines and
batteries, sensors for airbags and
collision avoidance systems. High
quality and reliability that meet the
safety standards of automobiles
are required, so it is necessary to
carefully test these devices.

Power devices

These semiconductors convert DC
to and from AC and adjust voltage,
among other functions. They have
a wide range of applications in ad-
dition to consumer electronics, in-
cluding automobiles and industrial
equipment. The power device mar-
ket is expected to grow in the future
amidst increasing public demand
for lower power consumption.

RF devices

Radio Frequency ICs handle wire-
less communications. Their main
applications are smartphones and
base stations. With the expansion
of 5G into the millimeter-wave
band, expectations are rising for
test solutions that address these
technological trends.

Display driver ICs

These ICs control the color and
brightness of displays on prod-
ucts such as smartphones and
televisions. In the display industry,
technological evolution is driving
rapid new developments such as
the adoption of organic EL, larger
screens, higher definition, narrower
edges, and incorporation of touch
sensors, so display driver IC test is
becoming more complex.

CMOS image sensors
These semiconductors — convert
camera images into digital data. In
addition to the trends toward higher
image quality and multi-lens camer-
as in smartphones, rapid progress in
response to highspeed image data
processing amidst growing demand
for video has created new needs
higher test system performance.
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Advantest has R&D facilities in Japan, Germany, and the United States. Most of our sales and service lo-
cations are in Asia, including locations in Taiwan, South Korea, and China.

In the semiconductor industry, the global division of labor means that the design, wafer, and packaging
processes for a single semiconductor are often handled by separate companies in different locations
worldwide. Our sales, R&D, and service departments around the world form cross-regional teams to pro-
vide global, one-stop support for customer value chains, from design to mass production.

‘ @ Head office [l Regional headquarters [ Major R&D facilities I Major factories @ Sales & Service locations ‘

As of March 31, 2022

Employees 1 ,540
*Including employees of U.S. subsid-
iaries in Asia
Boeblingen (Germany) Shanghai (China)
be Munich (Germany) Cheonan (South Korea) San Jose (U.S.A)
¢®® \_Amerang (Germany)
[ 4

| Euope [N
Germany, France,
Italy, Israel

°
Penang (Malaysia)

Employees

920

unma R&D Center

Gunma Factory

2,724

South Korea, China, Taiwan,
Singapore, Malaysia, Philippines,
Thailand, Vietnam, India

1,280

Total 6,464

Employees Employees

Major Subsidiaries

Region
North America

INET ]
Advantest America, Inc.

California, U.S.A.

Location

Europe

Advantest Europe GmbH

Munich, Germany

Southeast Asia

Advantest (Singapore) Pte. Ltd.

Singapore

South Korea

Advantest Korea Co., Ltd.

Cheonan, Korea

Taiwan Advantest Taiwan Inc. Hsinchu, Taiwan
China Advantest (China) Co., Ltd. Shanghai, China
Other Subsidiaries*

Japan Advantest Kyushu Systems Co., Ltd. Kitakyushu, Fukuoka | Development, sales and support of the Company’s products
Japan Advantest Laboratories Ltd. Sendai, Miyagi Research and development of measuring and testing technologies
Japan Advantest Component, Inc. Sendai, Miyagi Development and manufacturing of parts for Advantest products
Environmental management and greening services for Advantest’s
Japan Advantest Green Corporation Oura-gun, Gunma business locations (Advantest Green is a special subsidiary that
promotes the employment of people with disabilities)
USA Advantest Test Solutions, Inc. California Design and sales of system-level test products
USA Essai, Inc. California Design, manufacturing, and sales of test sockets
USA R&D Altanova, Inc. New Jersey Design, manufacturing, and sales of test interface boards
Europe CREA - Collaudi Elettronici Automatizzati S.r.l. | Piedmont, Italy SD:sJ%rg,néTjir;gI:cturing, and sales of test equipment for power
Southeast Asia | Advantest (M) Sdn. Bhd. Penang, Malaysia Manufacturing of Advantest products

* Not a comprehensive list of Advantest’s subsidiaries.
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11 Year Financial Highlight

Advantest corporation and its consolidated subsidiaries
Each fiscal year beginning on April 1

US GAAP IFRS
FY2011 FY2012 FY2013 FY2014 FY2015
(2012/3) (2013/3) (2014/3) (2015/3) (2016/3)
Financial Results
Fiscal year (Unit)
Net sales Million yen 141,048 132,903 111,878 163,803 162,111
Gross profit Million yen 68,748 68,920 49,333 91,755 91,475
Selling, general and administrative expenses*' Million yen 67,911 68,840 85,702 74,897 78,878
Operating income Million yen 837 80 (36,369) 16,858 12,597
EBITDA*? Million yen 7,675 8,143 (28,101) 21,588 17,562
Income (loss) before income taxes Million yen (8,442) (1,293) (85,501) 20,767 11,767
Net income (loss) attributable to owners of the parent Million yen (2,195) 8,821) (35,540) 16,753 6,694
Cash flows from operating activities Million yen 12,302 (2,215) (8,776) 24,481 7,728
Cash flows from investing activities Million yen (87,670) (11,498) (4,711) (1,310) (2,395)
Cash flows from financing activities Million yen 9,887 (2,914) 27,202 (1,298) (13,531)
Free cash flows*® Million yen (25,368) (13,713) (8,487) 23,171 5,333
Cash and cash equivalents at end of year Million yen 58,218 45,668 68,997 97,574 85,430
Fiscal year-end
Shareholders’ equity Million yen 131,652 141,241 116,252 101,810 93,619
Total assets Million yen 219,226 225,515 229,856 233,237 210,451
Information per share
Basic earnings (loss) per share ¥ (12.67) (22.03) (204.10) 96.15 38.35
Diluted earnings (loss) per share ¥ (12.67) (22.03) (204.10) 87.67 35.38
Shareholders’ equity per share ¥ 759.22 812.70 667.36 588.28 536.28
Dividend per Share ¥ 15.0 20.0 15.0 156.0 20.0
Number of shares issued at year-end 199,566,770 199,566,770 199,566,770 199,566,770 199,566,770
Management indicator
Overseas net sales as a % of total net sales % 88.6 89.4 89.1 92.0 92.0
Net sales per employee Million yen 31.6 29.0 24.2 35.9 36.1
Gross profit margin % 48.7 51.9 441 56.0 56.4
Operating Income Margin % 0.6 0.1 (32.5) 10.3 7.8
Net income ratio % (1.6) (2.9) (31.8) 10.2 4.1
SG&A ratio to sales % 48.1 51.8 76.6 45.7 48.6
R&D Expenses Million yen 30,303 33,062 32,670 29,507 31,298
R&D as a % of total net sales % 21.5 24.9 29.2 18.0 19.3
Capital Expenditures ¥100 million 70 126 56 42 40
Depreciation and Amortization ¥100 million 68 81 83 a7 50
EBITDA margin % 5.4 6.1 (25.1) 13.2 10.8
Cash conversion cycle Day 126 172 192 143 163
Shareholders’ equity ratio % 60.0 62.6 50.6 43.7 44.5
ROE % (1.6) (2.8) (27.6) 18.5 6.9
Dividend payout ratio % — — — 15.6 52.2
Yen exchange rate US Dollar 79 83 100 108 121
Euro 111 105 133 140 133
CY2011 CY2012 CY2013 CY2014 CY2015
]
(Unit)
Global real GDP growth (Source: IMF) % 4.3 3.5 3.4 3.5 3.4
Worldwide semiconductor sales (Source: WSTS) Billion US dollar 300 292 306 336 335
SoC tester market size (Source: Advantest) Million US dollar 2,000 2,050 1,450 1,950 1,650
Memory tester market size (Source: Advantest) Million US dollar 550 450 420 420 470

*1 Selling, general and administrative expenses from the fiscal year ended March 31, 2015 are composed of selling, general and administrative expenses, other income/expenses.
Figures until the fiscal year ended March 31, 2014 consist of research and development expenses, selling, general and administrative expenses, restructuring and impairment charges.

*2 EBITDA= Operating income + Depreciation and amortization, EBITDA margin = EBITDA/Sales

*3 Free cash flows= Cash flows from operating activities + Cash flows from investing activities
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11 Year Financial Highlights

IFRS
FY2016 FY2017 FY2018 FY2019 FY2020 FY2021
(2017/3) (2018/3) (2019/3) (2020/3) (2021/3) (2022/3)
Financial Results
Fiscal year (Unit)
Net sales Million yen 155,916 207,223 282,456 275,894 312,789 416,901
Gross profit Million yen 89,740 106,588 154,039 156,497 168,291 235,907
Selling, general and administrative expenses*' Million yen 75,835 82,101 89,377 97,789 97,565 121,173
Operating income Million yen 13,905 24,487 64,662 58,708 70,726 114,734
EBITDA*? Million yen 19,063 29,511 69,629 69,600 82,482 129,702
Income (loss) before income taxes Million yen 15,022 24,282 66,211 58,574 69,618 116,343
Net income (loss) attributable to owners of the parent Million yen 14,201 18,103 56,993 53,532 69,787 87,301
Cash flows from operating activities Million yen 15,833 28,254 44,792 66,475 67,830 78,889
Cash flows from investing activities Million yen (3,521) (2,329) (15,915) (38,819) (16,831) (46,907)
Cash flows from financing activities Million yen (1,002) (15,237) (13,724) (17,916) (30,415) (68,736)
Free cash flows*® Million yen 12,312 25,925 28,877 27,656 50,999 31,982
Cash and cash equivalents at end of year Million yen 95,324 103,973 119,943 127,703 149,164 116,582
Fiscal year-end
Shareholders’ equity Million yen 109,517 124,610 198,731 231,452 280,369 294,621
Total assets Million yen 231,603 254,559 304,580 355,777 422,641 494,696
Information per share
Basic earnings (loss) per share ¥ 81.07 101.94 302.35 270.12 353.87 449.56
Diluted earnings (loss) per share ¥ 73.95 92.69 287.37 268.96 351.82 447.26
Shareholders’ equity per share ¥ 619.33 696.04 1,004.53 1,166.51 1,427.29 1,551.72
Dividend per Share ¥ 25.0 32.0 92.0 82.0 118.0 120.0
Number of shares issued at year-end 199,566,770 199,566,770 199,566,770 199,566,770 199,566,770 199,542,265
Management indicator
Overseas net sales as a % of total net sales % 88.2 93.2 94.7 94.6 95.5 96.1
Net sales per employee Million yen 35.3 46.5 61.0 54.7 59.5 70.2
Gross profit margin % 57.6 51.4 54.5 56.7 53.8 56.6
Operating Income Margin % 8.9 11.8 22.9 21.3 22.6 27.5
Net income ratio % 9.1 8.7 20.2 19.4 22.3 20.9
SG&A ratio to sales % 48.7 39.6 31.6 35.4 31.2 291
R&D Expenses Million yen 31,170 33,540 37,852 40,070 42,678 48,367
R&D as a % of total net sales % 20.0 16.2 13.4 14.5 13.6 11.6
Capital Expenditures ¥100 million 48 54 66 99 137 180
Depreciation and Amortization ¥100 million 52 50 50 109 118 150
EBITDA margin % 12.2 14.2 247 25.2 26.4 31.1
Cash conversion cycle Day 186 137 132 162 134 136
Shareholders’ equity ratio % 47.3 49.0 65.2 65.1 66.3 59.6
ROE % 14.0 15.5 35.3 24.9 27.3 30.4
Dividend payout ratio % 30.8 31.4 30.4 30.4 8818 26.7
Yen exchange rate US Dollar 108 111 110 109 106 112
Euro 119 129 129 121 123 130
CY2016 Cvy2017 CY2018 CY2019 CY2020 ey ¢iip]
Performance-related data
(Unit)
Global real GDP growth (Source: IMF) % 3.3 3.8 3.6 2.8 8.0 6.0
Worldwide semiconductor sales (Source: WSTS) Billion US dollar 339 412 469 412 440 556
SoC tester market size (Source: Advantest) Million US dollar 2,000 2,200 2,550 2,700 3,000 4,300
Memory tester market size (Source: Advantest) Million US dollar 470 750 1,150 650 1,200 1,300

*1 Selling, general and administrative expenses from the fiscal year ended March 31, 2015 are composed of selling, general and administrative expenses, other income/expenses.
Figures until the fiscal year ended March 31, 2014 consist of research and development expenses, selling, general and administrative expenses, restructuring and impairment charges.

*2 EBITDA= Operating income + Depreciation and amortization, EBITDA margin = EBITDA/Sales

*3 Free cash flows= Cash flows from operating activities + Cash flows from investing activities
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Sustainability Accounting Standard Board (SASB)
Reporting

Advantest corporation and its consolidated subsidiaries
Each fiscal year beginning on April 1

The Advantest Group reports sustainability related informa- matter most to their investors. And they can help investors by
tion based on the Sustainability Accounting Standards Board enabling easy access the data that is comparable within an
(SASB) standards, as part of our policy of rigorous disclosure. industry. Please note, however, that some accounting metrics
SASB standards are to help businesses around the world set by the SASB include items that do not apply to Advantest’s
identify, manage and report on the sustainability topics that business activities.

FY2016 FY2017 FY2018 FY2019 FY2020 Ra@lrl
(2017/3) (2018/3) (2019/3) (2020/3) (2021/3) HElPPIR))

UNIT OF
ACCOUNTING METRIC SASB Code CATEGORY MEASURE
Metric
(1) Gross global Scope 1 TC-SC-110a1 Quantitative tonst) 3,838 3,825 4,685 4,485 3,811 3,753
emissions
CO,-e
(2) Amount of total emis- Metric
Green Gas sions from perfluorinated TC-SC-110a.1  Quantitative  tons(t) 940 339 290 344 629 899
Emissions compounds COz-e
The A i i i |
Short-term and long-term Discussion " eardciir\:anstizt (Zr:)L;Zq |isS :igg:ged in strategies, goals, and progress
Scope 1 emissions: strategies, TC-SC-110a.2 and - 9 g. P :
oals. Drogress Analvsis (For details please refer to: https://www.advantest.com/
g »Prog Y sustainability/advantest-sustainability/materialityESG.html)
.. .. _ Gigajoules
(1) Total energy consumed TC-SC-130a.1 Quantitative GJ) 736,049 770,427 844,021 887,837 956,119 996,766
Energy
Ma"a?neme"t (2) Percentage grid electricity ~ TC-SC-130a.1 Quantitative % 79 79 79 66 52 44
Manufacturing
(8) Percentage renewable TC-SC-130a.1  Quantitative % 13 13 12 28 44 54
Thousand
bi
(1) Total water withdrawn TC-SC-140a.1 Quantitative nf;;fs 288 249 280 261 250 236
(m?)
Thousand
Water (2) Total water consumed TC-SC-140a1 Quantitative °™°° 172 127 119 112 107 106
management meters
(m?)
Percentage of each in regions
with High or Extremely High TC-SC-140a.1 Quantitative % 0 0 0 0 0 0
Baseline water stress
(1) Amount of hazardous TC-SC-150a.1 Quantitative “o0° 7.6 64 101 119 285 84
waste from manufacturing tons (1)
Waste
Management
(2) Percentage recycle TC-SC-150a.1  Quantitative % 73.8 100.0 100.0 99.9 91.1 71.9
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Value Creation

Sustainability

Fy2016 FY2017 FY2018 FY2019 FY2020

FY2021
PRV (2022/3)

(2017/3) (2018/3) (2019/3) (2020/3)
TOPIC ACCOUNTING METRIC SASB Code CATEGORY LI
MEASURE
Description of efforts to as- . . The Advantest Group conducts risk management for the health
) Discussion
sess, monitor, and reduce ex- and safety of our employees.
TC-SC-320a.1 and - )
posure of employees to human Analvsis (For details please refer to: https://www.advantest.com/
health hazards Y sustainability/society/safety.ntml)
Employee
Health & Safety
Total amount of monetary loss-
esasaresult oflegal proceed- 1 o5 59500 Quantitative ¥ 957,552 0 0 0 0 0
ings associated with employee
health and safety violations
Percentage of employees that
are
Recruiting
& Managing (1) Foreign nationals TC-SC-330a.1  Quantitative % 8 8 8 9 8 7
a Global
& Skilled
Workforce
(2) Located offshore TC-SC-330a.1  Quantitative % 0 0 0 0 0 0
Percentage of products by rev-
enue that contain IEC 62474 TC-SC-410a.1 Quantitative % 81 85 89 85 79 85
declarable substances
Product
Lifecycle
Management
Processor energy efficiency at Various,
a system-level for: (1) servers, TC-SC-410a.2 Quantitative by product n/a
(2) desktops, and (3) laptops category
. X . The Advantest Group conducts risk management for the use of
. Description of the manage- Discussion i )
Materials ) ) . critical materials.
. ment of risks associated with  TC-SC-440a.1 and - )
Sourcing . . ) (For details please refer to: https://www.advantest.com/
the use of critical materials Analysis N . ,
sustainability/society/schain-management.html)
In;t:(l)l;:?yal Total amount of monetary losses
Protection & o5 & esult of I6gal proceedings v o5 5550 4 Quantitative ¥ 0 0 0 0 0 0
- associated with anticompetitive
Competitive . .
. behavior regulations
Behavior
Total _—
. TC-SC-000.A Quantitative  Output 1,116 1,891 2,270 2,065 2,336 3,082
production
Percentage
of production TC-SC-000.8 Quantitative % 39 45 53 39 43 43
from owned
facilities
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Corporate Overview / Stock Information

As of March 31, 2022

Corporate Overview
Registered Name ADVANTEST CORPORATION

Head Office Shin Marunouchi Center Bldg., 1-6-2, Marunouchi, Chiyoda-ku, Tokyo 100-0005
URL https://www.advantest.com/

Established December 1954

Capital 32,363 million yen

Number of Employees 6,464 (Include temporary employees.)
Business Description Semiconductor and Component Test System Business, Mechatronics System Business, Services, Support and Others

Stock Information

Fiscal Year April 1 through March 31 Number of Shares Outstanding 199,642,265

Ordinary General Meeting  June Number of Shareholders 36,259
of Shareholders

Number of Issuable Shares 440,000,000

Major Shareholders Breakdown of Shareholders
Number of Percentage M Financial Institutions and Securities Companies [l Non-Japanese Holders
Name Shares of Ownership ¥ Individuals and Others B Others Entities and Treasury Shares
(in thousand) (%) %)
The Master Trust Bank of Japan, Ltd. (trust account) 62,956 33.07 100 —1.03 —1.25 —1.15 —1.96 —5.37
Custody Bank of Japan, Ltd. (trust account) 20,042 10.58 10.77 8.60 6.71 6.61
Custody Bank of Japan, Ltd. (investment trust account) 6,459 3.39 21.36 .
75
NORTHERN TRUST CO.(AVFC) SUB A/C NON TREATY 3,838 2.01 — 3154 34.46 36.49 3584
STATE STREET BANK WEST CLIENT - TREATY 505234 3,393 1.78 30.81 ’
HSBC HONGKONG - TREASURY SERVICES 2546 133 50
A/C ASIAN EQUITIES DERIVATIVES ! : 7
JP MORGAN CHASE BANK 385781 2,464 1.29
STATE STREET BANK AND TRUST COMPANY 505025 2,193 1.15 25 46.80 56.44 55.79 54.83 52.19
BNYM AS AGT/CLTS NON TREATY JASDEC 2,022 1.06
BBH BOSTON CUSTODIAN FOR NEXT GENERATION 1892 0.99 o
CONNECTIVITY FUND A SERIES TRUST 620818 2017 2018 2019 2020 2021
(Notes)
1. The number of treasury shares (9,209 thousand shares) that Advantest owns does not include
Advantest shares which the Board Incentive Plan Trust owns (89 thousand shares) and Ad-
vantest shares which the Employee Stock Ownership Plan Trust owns (335 thousand shares).
2. Number of Shares is rounded down to the nearest thousand.
3. Percentage of Ownership is calculated excluding treasury shares.
Stock Price and Trading Volume Rate
— Share Price of Advantest (Yen) ~ TOPIX (Yen)
12,000 12,000

9,000 /\’\/\/\/\ 9,000

6,000 / 6,000
\/—/ \/

3,000 3,000

M Volume (Milion Stocks)
120

100

80

60

40

20

0

78 91011121 2345678 9101112345678 9101112[1 2345678 910112[1 2345678910 M122[123456789101112[123456
2016 [2017 [2018 [2019 |2020 [2021 [2022

(Year)
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External Recognition

Recognition Regarding ESG Initiatives at Advantest

M Graded “A-” in the CDP Climate Change Report / Selected as “CDP Supplier Engagement Leader”

Advantest was graded A- in the CDP Climate Change Report 2021. This rating was upgraded from “B” in 2020,
and our efforts to address climate change were highly evaluated .

Advantest has also been selected as a “Supplier Engagement Leader” in CDP’s Supplier Engagement Rating
(SER).

M Received “A” Rating in MSCI ESG Ratings

MSCI ESG Ratings aim to comprehensively analyze and measure corporate initiatives for relevant ESG risks and
MSCI / opportunities in the areas of Environment, Social, and Governance. ESG Ratings range on a seven-level scale.
ESG RATINGS Advantest received an “A” rating in the 2022 MSCI ESG Ratings. This constituted an upgrade from the
previous “BBB” rating.
cce B BB  BBE |_| AA | AAA

* THE INCLUSION OF ADVANTEST CORPORATION IN ANY MSCI INDEX, AND THE USE OF MSCI LOGOS, TRADEMARKS, SERVICE MARKS OR INDEX NAMES HEREIN,
DO NOT CONSTITUTE A SPONSORSHIP, ENDORSEMENT OR PROMOTION OF ADVANTEST CORPORATION BY MSCI OR ANY OF ITS AFFILIATES. THE MSCI INDEXES
ARE THE EXCLUSIVE PROPERTY OF MSCI. MSCI AND THE MSCI INDEX NAMES AND LOGOS ARE TRADEMARKS OR SERVICE MARKS OF MSCI OR ITS AFFILIATES.

Inclusion in SRI indexes

Il MSCI Japan Empowering Women (WIN) Index and MSCI Japan Empowering Women Select Index

For the MSCI Japan Empowering Women Index (WIN), companies that exhibit higher levels of gender diversity
2022 CONSTITUENT MSCI JAPAN among their employees are selected based on the gender diversity score calculated using the data disclosed
PUIPLIERINE Wb b s R in accordance with the Act on Promotion of Women'’s Participation and Advancement in the Workplace and in-
formation disclosed by the company. For the MSCI Japan Empowering Women (WIN) Select Index, companies
that demonstrate strong growth and good financial conditions among those selected for the Japan Empowering
Women (WIN) Select Index are selected.

Bl FTSE4Good Index Series

Designed by FTSE Russell to measure the performance of companies that demonstrate strong Environmental,
0 Social, and Governance (ESG) practices based on diverse relevant criteria, the FTSE4Good Index Series is a
FTSE4Good major index series used to create and assess sustainable investment funds and other financial products.

B FTSE Blossom Japan Index
;5 The FTSE Blossom Japan Index was designed by FTSE Russell to measure the performance of Japanese
- companies that demonstrate strong ESG practices.

FTSE Blossom
Japan

Il SOMPO Sustainability Index

2022 The SOMPO Sustainability Index selects approximately 300 companies each year based on ESG criteria and
their equity value. This index was created by SOMPO Asset Management for “SOMPO Sustainable Manage-
ment,” an investment product for pension funds and institutional investors.

Sompo Sustainability Indes

Recognition and awards for our activities

B Advantest Named THE BEST Supplier of Chip Making Equipment and #1 ATE Supplier for 3rd Consecutive Year from TechlInsights

In the 2021 Techlnsights (formerly VLSIresearch) Customer Satisfaction Survey, which surveys customers of
semiconductor equipment suppliers, Advantest captured the No. 1 spot of global semiconductor equipment
suppliers for the third consecutive year. The company was also named on the 10 BEST Suppliers list of large
suppliers of test equipment for the 34th consecutive year.

B Advantest Named a Top Health Management Brand for the First Time

Advantest was recently selected for the first time as one of the brands in the 2022 Health & Productivity Stock
II A 2 86 1 2022 = —. Selection, which are jointly selected by Japan’s Ministry of Economy, Trade, and Industry (METI) and the Tokyo
-ll e saumeatt Stock Exchange. At the same time, METI has certified Advantest as one of the “White 500" (large listed cor-
poration section), the top 500 corporations certified under METI’s 2022 Health and Productivity Management

Awards, for the second consecutive year.

*For further details on external recognition, please refer to our Sustainability Data Book.

4' https://www.advantest.com/sustainability/
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