- 80,

Anniversary

/IMirrariease
I'Ecology

Annual Report 2018

For the Year Ended March 31, 2018




® ¢ » Group Philosophy ¢« ¢ @
“Move the Heart and Touch the Soul”

® ¢ - Business Strategies and Direction * ¢ @

A leading company in “Comprehensive Infotainment”

“Move the Heart and Touch the Soul” is our Group Philosophy that embodies Pioneer’s found-
ing spirit. Pioneer continues to realize the philosophy by creating new markets and culture with
products and services borne from innovative, unique ideas and cutting-edge technologies. These
include major world firsts such as the separate home stereo system in 1962, the component car
stereo in 1975, the Global Positioning System (GPS) car navigation system for the consumer mar-
ket in 1990, and the car navigation system for the consumer market featuring a head-up display
in 2012.

Pioneer will continue to deliver inspirational impressions to every single customer by pushing
the limits of passion for “sound,” “vision” and “information.” We will make every effort to become
a leading company in “Comprehensive Infotainment” that creates comfort, excitement, reliability
and safety in vehicles amid great changes in the car electronics industry, anticipating the coming
age of autonomous driving.
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Business Profile

e Fiscal 2018, Ended March 31, 2018

Consolidated 3 6 5 4 Consolidated 1 2
Net Sales [} billion yen Operating Income [} billion yen

¢ Sales by Business Segment

Car Electronics

We develop, manufacture, and sell advanced car electronics
products and provide information services for cars and map -
software. We also supply such products and services to major 299.3 billion yen

automakers around the world. 81 9 %
[ ] (0]

Others

In addition to factory automation systems, we are utilizing our
unique optical, sound, and imaging technologies to develop new
businesses in fields such as medical and health care-related
devices and organic light-emitting diode (OLED) lighting.

66.1 billion yen

18.14

)

e Sales by Geographic Market

The Pioneer Group is proactively developing businesses in emerging markets where continuous growth is expected. For fiscal
2018, sales outside Japan accounted for 58.5% of consolidated net sales.

Composition of Sales by Geographic Market Sales by Geographic Market (Billion yen)

Other Regions

29.6%

162.7
Japan 151.8
41.5%

Japan North America Europe Other Regions

1121 108.3

84.0
76.7

27.8 28.7

Europe North America
2017 2018 2017 2018 2017 2018 2017 2018
7.9% 21.0%
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| To Our Stakeholders

ongoing support.

software.

e Consolidated Results for Fiscal 2018

| am Koichi Moriya, the new President and CEO appointed in June 2018. | greatly appreciate your

The consolidated business results for fiscal 2018, ended March 31, 2018, were severe due to
deterioration of earnings in our core Car Electronics in the existing consumer market business and
OEM business, despite steady progress in activities related to autonomous driving and launch of new
businesses in the consumer market business that combine Pioneer’s strengths in both hardware and

During fiscal 2019, ending March 31, 2019, we will make efforts to set a course toward improved
profitability through the implementation of significant measures in the OEM business where deficits
are expected to expand. Furthermore, we will strive to rebuild a new Pioneer.

® Rebuilding a New Pioneer

Net sales declined 5.5% year on year to ¥365.4 billion,
mainly from a decrease in Car Electronics sales due to a
decline in sales of the OEM business. Operating income
was ¥1.2 billion, a 71.3% decrease year on year, re-
flecting a decrease in net sales, despite reduced selling,
general and administrative (SG&A) expenses and an im-
provement in the cost of sales ratio. Net loss attributable
to owners of Pioneer Corporation was ¥7.1 billion, com-
pared with a net loss of ¥5.1 billion a year ago, mainly
due to the decrease in operating income and recording
of a foreign exchange loss.

For fiscal 2019, ending March 31, 2019, we are projecting
revenue growth with net sales of ¥380.0 billion. However,
we are projecting an operating loss of ¥5.0 billion due to
an increase in SG&A expenses caused by increases in
expenses related to higher sales and upfront develop-
ment costs related to autonomous driving, as well as a
deterioration of the cost of sales ratio caused by a sig-
nificant increase in depreciation and amortization in the
OEM business.

In the OEM business, we will implement signifi-
cant revision measures examining and discussing the



Financial Highlights

Pioneer Corporation and Its Subsidiaries
Years Ended March 31

In millions of yen and thousands of U.S. dollars 2017 2018 2018
Net sales ¥386,682 ¥365,417 $3,447,330
Operating income 4,167 1,194 11,264
Net (loss) income attributable to owners of Pioneer Corporation (5,054) (7,123) (67,198)
Net (loss) income per share (yen/U.S. dollars) (18.76) (19.12) (0.18)
Total assets 281,786 287,510 2,712,358
Total equity 86,789 84,934 801,264
Free cash flows (14,395) (17,215) (162,406)

Notes: 1. The U.S. dollar amounts represent translations of Japanese yen, for convenience only, at the rate of ¥106=US$1.00, the approximate current rate

prevailing on March 31, 2018.

2. Net (loss) income per share is calculated based on the number of shares outstanding, excluding treasury stock.
3. Free cash flows represent the sum of cash flows from operating activities and cash flows from investing activities.

business structure to turn profitable at an early stage,
which may include establishment of a joint venture with
business partners.

In the consumer market business, we will stimu-
late market demand and differentiate our products from
competitors by launching new products with enhanced
smartphone-link functions in a timely manner and pursu-
ing sound-centric entertainment in the existing business.
We will also strengthen and expand our new businesses
that combine Pioneer’s strengths in both hardware and
software, including telematics services for automobile
insurance and solutions businesses.

In the map business and autonomous driving field, we
are now preparing for the roll-out of the 2018 model of the
3D-LiDAR sensor, which will be essential for autonomous
driving, aiming for its commercialization. Furthermore, we
will be working steadily to become an “essential com-
pany” in an era of autonomous driving, mainly through
strengthening our alliance with  HERE Technologies,
a Netherlands-based global provider of mapping and
location services, as well as through the development of
high-definition maps.

In fiscal 2019, we will make efforts to set a course
toward improved profitability through the implementation
of significant measures in the OEM business, to steadily
solidify our autonomous driving-related business as a
means for future growth. We will also strive to rebuild a
new Pioneer through such measures as reallocation of
management resources with an eye on profitability and
growth potential.

| ask for the continued strong support of all of our
stakeholders.

June 2018

Koichi Moriya
President and CEO

810z Loday enuuy uonesodion Jaauold



810z Uoday enuuy  uonesodio) 1asuold

B Special Feature

Pioneer’s 80-Year History

Aiming to become a leading company in “Comprehensive Infotainment”

“Pioneer” is the trademark for A-8, Japan'’s first dynamic speaker, which was developed by Pioneer’s founder, Nozomu
Matsumoto.

Pioneer is the origin of our company name and comes from “pioneer spirit,” which has been one of our unflagging
core values. The spirit has helped us develop many of the world’s first products and services as well as various
strengths that are the source of our future growth.

Going forward, we will proactively expand “information services” unique to Pioneer by leveraging these
strengths. At the same time, we will facilitate “autonomous driving technologies,” which incorporate our
advantages in optical and other technologies, and “sound technologies” cultivated since our founda-
tion. Through these, we will become a leading company in “Comprehensive Infotainment”
that creates comfort, excitement, reliability and safety in vehicles.

u
M Information services Autonomous driving technologies /l 9 94

Sound technologies |I’]Cremeﬂt P
FEELTHE SPACE

1981 - g

=

=
"]

Established Increment P Corporation,
amap creation subsidiary

[Japan'’s first] 1 9 9 9 -
Laser disc player for home use u’
e - EO %

[World’s first] /I 984 o E—
Separate home stereo system Vi e

[World’s first]
DVD recorder
2002" -~

Development of A-8
dynamic speaker by
Pioneer’s founder,

Nozomu Matsumoto e | T
[World’s fil’St] ----lm-c . — .?
Car CD player + | B Rl .

[World’s first]

Car navigation system for the
consumer market incorporating
a data communication module

/I 9 3 8 [World’s first]
Component car stereo

Establishment

1878

[World’s first]
GPS car navigation system for
the consumer market

Car navigation system connecting to
Smart Loop, Pioneer’s information
network

BODYSONIC, system
for converting sound to
vibrations that the
body can feel
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- A leading company in
[l ilot, tel i . . .
e “Comprehensive Infotainment”

driving assistance

(i

= -
Gf) Intelligent L | Ef ==
Pilot :
- - ] .

Car audio product with MIXTRAX EZ, a
unique technology that realizes non-stop
mixed playback
2012%"
[World’s first]
Car navigation systems equipped with a [ |
head-up display which projects augmented-
reality (AR) information beyond the windshield

Supplying samples of

. 3D-LiDAR sensor using MEMS
mirror method

kb e

2015"
VehicleAssist

Vehicle Assist, a cloud-based operation
management service for fleet vehicles

Unique strengths, the source of future growth

. . “Autonomous driving “Sound technologies”
“Information services” technologies” incorporating cultivated since our
unique to Pioneer advantages in optical and foundation
. other technologies .

Expansion of new . Research and development
businesses combining Development of 3D-LiDAR of Harmonic Vibrations
hardware and software sensors for_ a!utonomous and Master Sound Revive

driving (MSR)
P6 | y P8 \ y P.12 \

Pioneer spirit

Pioneer 80th Anniversary website: http://global.pioneer/en/80th/
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Special Feature 1

Expansion of New Businesses Combining
Hardware and Software

The car electronics industry is undergoing major changes such as the growing demands for connected cars
and advanced driving assist systems as well as technical development with an eye to an era of autonomous
driving. We are seeing these changes as prime business opportunities enabling us to provide added value in
our consumer market business. By positioning businesses combining Pioneer’s strengths in both hardware and
software as a new growth area, we are strengthening our telematics service business, as well as solution busi-
ness including operation management service for fleet vehicles, by leveraging probe data* accumulated through
car navigation systems for the consumer market, leading-edge cloud technologies, development technologies
for in-vehicle communication devices, and our unique strengths in map data.

Overview of businesses combining hardware and software

Generally available information
Weather, traffic accident locations, traffic information, opening of roads and facilities, etc.

Personal S
device

Corporate Pioneer’s cloud/server

device Information collection,

accumulation — Analysis —
Generation of feedback information

~

Information that can be obtained from driving cars*?
GPS location information, real-time road conditions, driving history,
personal preferences, driving tendency, sudden brakes,
event data recorder video, etc.

Feedback to users*?

Suggestions for optimal routes, real-time congestion information,
image data of the destination, warning for dangerous driving,
recommended spots, auto music playback, various reports, etc.

In-vehicle information device

Smartphone/ X
tablet device Commercial-use  Communica- Car navigation system for
. car navigation  tion-type event the consumer market
= system data recorder Rearview mirror

w -Ei a telematics unit

*1 Probe data: Big data accumulated through the network, such as places where vehicles have driven and vehicle speed. Data is used after statistical process-
ing has been applied to eliminate personal information.

*2 Available information differs according to device and service

I Intelligent Pilot, telematics services providing advanced driving assistance

The number of new cars equipped with advanced driving Intelligent Pilot uses a Pioneer’s unique digital map-
assist systems, including automatic braking systems, based “accident risk prediction platform” to comprehensively

has been increasing in recent years. However, the vast
majority of cars currently on the road are not equipped
with such systems. Pioneer has developed the Intelligent
Pilot advanced driving assist system that can be easily
installed to cars on the road with the goal of preventing
accidents.

Pioneer’s cloud platform

Accident risk prediction platform

Distributi .
ofrsk | Intelligent ‘B upicador
information P||Ot driving data

Communication devices

LTE Digital maps
Camera GPS

Acceleration sensors

predict accidents and dangers based on traffic accident
locations, probe data such as near-miss™ spots, weather
and time, personal driving tendencies, and other information.
Through communication devices including an event data
recorder, it issues heads-ups and warnings to drivers in line
with the current situation.

Sample warnings

You will be reaching a
crossing where collisions
frequently occur about
200m ahead. Slow down.




We are steadily expanding the business, and started
offering Intelligent Pilot to Tokio Marine & Nichido Fire
Insurance Co., Ltd. for its Drive Agent Personal automobile
insurance in April 2017.

We will actively propose various solutions with an
eye to expansion into new industries and global business
expansion.

*3Near miss: Cases which did not result in accidents but near-accidents in

the event of sudden incidents, such as pedestrians rushing
out into traffic or driver error.

Shock
Occurrence detection

of accident

Automatic sending of
accident video

Call Center

In Drive Agent Personal, when an event data recorder detects a strong
shock upon an accident, drivers can communicate with a call center
through the device.

I Vehicle Assist, cloud-based operation management service for fleet vehicles

A number of risks exist when vehicles are used in business
operations, such as the problem of long working hours
resulting from labor shortages, driver training issues, and
traffic accidents. Nevertheless, it is not easy for many
companies to develop their own systems to resolve these
issues and they cannot help relying on the experience and
knowledge of individual drivers.

Vehicle Assist, Pioneer’s cloud-based operation man-
agement service for fleet vehicles, is designed to central-
ize and computerize related data obtained from in-vehicle
devices compatible with the service, including car naviga-
tion systems, into Pioneer’s server and enable customers
to view it on their PCs. With various functions contributing
to “reducing accidents,” “streamlining driving routes,” and
“facilitating task management,” we support the resolution
of various issues related to fleet business operation.

For example, when in-vehicle devices detect danger-
ous driving, it gives warnings to the driver and notifies the
operation administrator at the same time, facilitating the
avoidance of accidents through safe driving. In addition,

Vehicle Assist allows drivers to easily optimize daily driving
routes and delivery plans as to smoothly reach each des-
tination taking designated time and other information into
consideration. It also automatically creates a vehicle daily
report. These functions enable even inexperienced drivers
to engage in fleet business operation, making it possi-
ble to streamline operations. In addition to the line-up of
highly reliable in-vehicle devices unique to Pioneer, we
are expanding our services to respond to a wide range
of customer requests such as the “B. PRO car navigation
system” that allows users to add exclusive apps of their
choice and Web API* available for linkage with custom-
ers’ systems and services currently in use.

We are already providing the service to companies in
various industries such as delivery, welfare, and nursing
care, and local governments. Going forward, we aim to
expand into other industries under the business policy of
“contributing to people and society through support for
fleet business operations.”

*4 API (Application Programing Interface): Specifications to use functions created by using a computer program with external programs

\

High-performance
in-vehicle devices ‘\\ /I‘
For rcks commercial s, Telosommuniation

| VehicleAssist

Customers’ PCs

N \ W7

0/

P W

'connection Rt B
Y

#9 Smartphones/tablet devices

For hired cars, rental cars,
bicycles, etc.

J \ \ J! =
W ﬁ / / \\ Pioneer’s data serverj W *I‘;rl]?ss s Sfor illustration
\—\/

S

Operation support

Reduction of
accidents

Q
o LS
Streamlining of
driving routes

Operation management

A
Task
management
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Special Feature 2
Development of 3D-LiDAR Sensors for
Autonomous Driving

Pioneer has been focusing on developing “3D-LIDAR sensors,” “maps for autonomous driving,” and their com-
binations, “data ecosystem” that is an efficient map updating system, by leveraging its optical technologies,
high-precision vehicle self-localization technologies, probe information, and mapping technologies of its map

creation subsidiary, Increment P Corporation (IPC).

Optical tech
cultivated with optical discs, etc.
3D-LiDAR sensors
Laser disc players, DVD players,

head-up displays t '

Optical disc tech 1 =
. — E

—

i

OEIC tech

Signal processing tech

ﬂ Surrounding

MEMS scanner tech J environment
recognition

I

The 3D-LIDAR sensor uses laser beams to measure dis-
tances to objects accurately and captures information on
distances and surroundings in real time and in three di-
mensions, both in daylight and at night. It is regarded as
an essential sensor for vehicle use for level 3 and high-
er autonomous driving. Therefore, many companies have
been engaged in the development of 3D-LiDAR sensors
in recent years and many different methods have been
proposed. For widespread use of autonomous vehicles,

Fsverne

s LY 1Y W V- LM ’
e

Sample (scanner)

Matching
Sensing data and
map data

Vehicle self- Map creation/
localization update

|

Navigation tech
developed in car navigation
Map for autonomous driving systems

and “data ecosystem”

P,
=

Location tech

Route search tech ]

Probe information ]

I’}L Mapping tech (IPC)

[Mapping/format/contentsJ

sensors need to be compact, reasonably priced, and
highly reliable. Pioneer’s MEMS* mirror method has been
attracting attention as a promising method capable of sat-
isfying these requirements. Pioneer developed samples
using the method in 2017 and provided them to compa-
nies in Japan and abroad. Pioneer is now developing a
new model for the fall of 2018.

*MEMS: Micro Electro Mechanical Systems

At the Tokyo Motor Show in October 2017 and the U.S. Consumer Electronics Show in January 2018, Pioneer
attracted attention from visitors with an exhibition to conduct real-time sensing at the venue using the samples.

I 3D-LiDAR sensors for vehicle use using MEMS mirror method

Pioneer has been engaged in the development of highly
reliable 3D-LIDAR sensors for vehicle use suited for mass
production by leveraging its expertise in commercializa-
tion of MEMS mirror as part of development of head-up
display (HUD). We are working to enhance performance
by combining its unique technologies including digital
signal processing technologies.

Pioneer’s HUD projects augmented-reality (AR) informa-
tion beyond the windshield through laser scanning using
MEMS mirror.



m

Highly durable and have potential for downsizing and lower price

Most 3D-LIiDAR sensors currently on the market are have no motor drive unit. Therefore, Pioneer’s 3D-LIDAR
based on the motorized multi-laser beam irradiation sensors are highly durable and have potential for
method. Therefore, achieving downsizing and light downsizing and light weight. In addition, significant
weight is difficult and production costs tend to be high reduction in costs can be expected at the time of mass
due to the use of many parts. Meanwhile, Pioneer’s production by using common parts, developing new
3D-LIiDAR sensors with MEMS mirrors irradiate a single parts on the premise of mass production, and adopting a
laser beam in broad areas by high-speed scanning and flexible system configuration.

m

Achieving high performance through combination with optical technologies and digital signal
processing technologies

MEMS mirrors characterized by small aperture have dif-
ficulty gathering light compared to a motor method. To
overcome this weakness, Pioneer has expanded the de-
tector diameter through combination with lenses and is
developing a 3D-LIDAR sensor applicable for practical in-
car use. With the use of its unique digital signal processing Pioneer's unique method i-
technologies, we have improved detection accuracy and proves recognition of objects
with low laser reflection in-
stability. In addition, combination with the optimization of tensity such as black cars
algorithm processing facilitates extraction of signal, which
has been difficult to be differentiated from noise with the
existing LIDAR sensors.

m

Responding to various usage purposes and system configurations with the line-up of
two scanning methods and four types of sensors

Pioneer’s signal
processing

Recognized

Not recognized

Existing method

X dddddddd l Telescopic LiDAR
Roles and the level of 3D-LIDAR sensors mounted on Far front surveillance
; [ ; — Faling object detecti the road
autonomous vehicles vary based on combinations with A . alling object detection on the roa
other sensors such as cameras and radars. Therefore, we
have facilitated the development of four types of 3D-LiDAR di2dg | Medium-range LIDAR

Detection/recognition of front moving
objects such as vehicles, motorcy-
cles, and pedestrians

sensors, namely the “telescopic LIDAR,” “medium-range
LIDAR,” “short-range LIDAR,” and “wide-view LIDAR,”
based on two scanning methods (raster scan and wob-

i . i ) b > > > Short-range/wide-view LIDAR
bling scan). With an enhanced line-up, we will propose Location estimation
optimal combinations meeting various customer needs. 4 | Surrounding object detection/recognition

Feature point scanning for high-precision

location estimation on general roads

Raster scan method

Wobbling scan method

Primarily used for telescopic, medium-range, Primarily used for wide-view type

and short-range types

A single housing unit can be used for different Incorporates MEMS mirror which can scan
scan ranges simply by changing the lens for short distances and a wide field of view. This
telescopic, medium-range, and short-range enables a wide range of detection, which is
types. difficult for telescopic, medium-range, and

short-range types.
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m

Providing systems optimized for autonomous driving through combination with naviga-

tion technologies and map data

Autonomous driving requires “recognition of surround-
ing environment” using 3D-LIDAR sensors and “vehicle
self-localization” by reconciling the information recognized
by the sensors with map data. It is also important to cre-
ate a system to efficiently “create and update maps” using

I Aiming for global expansion

Elements of autonomous driving cover broad areas
and development requires considerable cost and time.
Therefore, collaborations with various companies both
in Japan and abroad are essential for global expansion.

Pioneer formed business and capital alliance with
HERE Technologies in the Netherlands, Pioneer’s long-
time strategic partner, in September 2017, strengthening
relationships with an eye to the development of global
open location information platforms in the era of autono-
mous driving and loT.

Following the development of 3D-LIDAR samples in
the fall of 2017, Pioneer’s 3D-LIDAR started supporting
“Autoware,” the world’s first open-source software for
autonomous driving, provided by Tier IV, Inc. in Japan
in November 2017. In addition, it started supporting the

sensors. In addition to development of the 3D-LIDAR sen-
sor, Pioneer is facilitating development of a total system
including software that can be connected with its naviga-
tion technologies and map data.

NVIDIA DRIVE™ PX Al computing platform for auton-
omous driving solutions developed and provided by
NVIDIA Corporation (“NVIDIA") in the U.S. in December
2017 and NVIDIA® DriveWorks, a software development
kit for autonomous driving provided by NVIDIA, in April
2018. Sensors must be built into systems to be used in
autonomous vehicles. The respective collaborations will
lead to the creation of an environment for companies de-
veloping autonomous driving solutions based on the two
companies’ technologies to more easily use Pioneer’s
3D-LiDAR sensors.

We will continue to facilitate collaboration and part-
nership with various companies with an eye to global and
timely business expansion.

I Roadmap: Start of mass production in the 2020s

We have developed a roadmap with the goal to develop
3D-LIDAR sensors that enable cars to function at Level 3
or higher autonomous driving, the level in which cars have
responsibility for driving tasks, on general roads. Following
the shipment of raster scan samples in the fall of 2017, we
have received a variety of requests toward commercializa-
tion from companies receiving samples. We are planning
to supply a new model with enhanced performance that
can be mounted and verified on cars in the fall of 2018. We

2017 2018

Raster scan method

Telescopic, medium-range,
and short-range types

Sample 2018 model

Wobbling scan method

Wide-view type

1st sample

are also in the process of developing wobbling scan sam-
ples. We will stay focused on development work with the
goal of starting mass production in the 2020s when full-
scale launch of autonomous driving is expected.

In addition to autonomous driving, we are planning to
use 3D-LiDAR sensors for other purposes such as robots
and drones. We will consider various business opportuni-
ties in addition to promoting 3D-LIDAR sensors for cars.

2019 2020

Start mass production

201 s in the 2020s

2nd sample Final sample



I Review of Operations (Fiscal 2018, Ended March 31, 2018)

e Car Electronics Composition of Sales by Business Segment 81.9%

Net Sales (Billion yen) Overseas
Bl Japan
400
o 1 357.8 o T
312.5 299.3
223.8
L2000 1889 . 1852
0 134.1 123.6 114.1

2016 2017 2018

Car Electronics sales declined 4.2% year on year, to
¥299.3 billion, due to a decrease in sales of the OEM
business, despite the positive effect of the Japanese
yen'’s depreciation.

Sales of the consumer market business were aimost
unchanged year on year. This was because of favorable
sales in telematics services for automobile insurance, as
well as higher sales in car audio products due mainly to
an increase in Europe and Central and South America
supported by the positive effect of the Japanese yen’s
depreciation, despite lower sales in car navigation
systems which was primarily caused by a decrease in
North America and Japan..

Sales of the OEM business declined year on year.
Sales of car audio products increased because of higher
sales mainly in Japan and China, despite a decrease in
North America. Car navigation system sales decreased,

Operating Income (Billion yen)

8.6
6.1
5, -
11
0
2016 2017 2018

due mainly to lower sales in Japan.

OEM business sales accounted for 58% of total Car
Electronics sales, compared with 60% in the previous
fiscal year.

By geographic region, sales in Japan decreased
7.7%, to ¥114.1 billion, and overseas sales were roughly
flat year on year at ¥185.2 billion.

Operating income declined 82.4% year on year, to
¥1.1 billion, due to the decline in sales, as well as a
deterioration in the cost of sales ratio and an increase of
SG&A expenses both as a result of foreign exchange
rate movements.

Main Products and Services

B Car Navigation Systems M Car Stereos

B Car AV Systems B Car Speakers B Telematics Services
B Map Software

18.1%

e Others Composition of Sales by Business Segment
Net Sales (Billion yen) Overseas
B Japan
100
ST 91.8
74.2
44.0 66.1

2016 2017 2018

In the Others segment, sales declined 10.9% year on
year, to ¥66.1 billion, mainly because of lower sales of
home AV products and the effect of the transfer of the
cable TV system-related equipment business.

By geographic region, sales in Japan decreased
3.5%, to ¥37.7 billion, and overseas sales decreased
19.2%, to ¥28.4 billion.

Operating income was ¥0.4 billion, compared with
an operating loss of ¥0.8 billion for fiscal 2017, due to an

Operating Income (Loss) (Billion yen)

1, -
0.4
0
0.1
08
2016 2017 2018

improvement in the cost of sales ratio and a decrease in
SG&A expenses, although sales declined.

Main Products

W Optical Disc Drive-Related Products

W Factory Automation Systems

M Electronic Devices and Parts

H Organic Light-Emitting Diode (OLED) Displays

m DJ Equipment (Subcontracted Manufacturing/Sales)
m Home AV Products

Notes: 1. Operating income (loss) in each business segment represents operating income (loss) before elimination of intersegment transactions.
2. From fiscal 2017, map software, previously classified in “Others,” is reclassified in “Car Electronics.” Figures for fiscal 2016 have been reclassified
accordingly.
3. On March 31, 2017, the business relating to the development, manufacture and sale/marketing of cable TV system-related equipment was transferred.
4. In Car Electronics, some overseas car navigation systems are reclassified from “the consumer market business” to “the OEM business” from fiscal 2018.
Accordingly, Car Electronics sales composition of the OEM business changed from 58% to 60%.
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| Research and Development

Pioneer’s research and development (R&D) mainly anticipates the future of the Car Electronics business
and utilizes our strengths in optics, audio, signal processing, and information processing. We are en-
gaged in technologies related to the advancement and systemization of the in-vehicle functions, the
sensing environment inside and outside of vehicles, and information network services and map data
generation mainly for autonomous driving that use the Internet of Things (IoT) and artificial intelligence
(Al). We are also working on technologies for assisting drivers, such as by predicting their behavior, mon-
itoring their biological information, and sophisticated human machine interface (HMI). In this way, we pro-
vide a reliable, safe, and comfortable driving experience, and grow and expand our businesses by
strengthening our technological competitiveness for the age of autonomous driving.

We also actively conduct R&D in the areas of organic light-emitting diode (OLED) lighting as well as
medical and health care-related devices, which we are cultivating as new businesses. We seek the early
creation of new value by expanding our strengths in new business fields and undertaking joint research

and alliances with universities, public research institutions, and other private companies.

Technologies to Maintain and Improve Driver Arousal Level

A reduction in driver arousal level caused by drowsiness
is one of the major causes of traffic accidents. In order to
address this issue, we are developing technologies to
maintain and improve driver arousal level in addition to
technologies that detect signs of drowsiness with a high
degree of precision.

As ways to maintain and improve driver arousal level,
technologies to give stimulus with sound, light, and
aroma as well as those to give a stimulus exclusively to
drivers by vibrating the driver’s seat have been under
consideration. However, the arousal effects of
monotonous vibrations do not last long, and while
uncomfortable vibrations have arousal effects, they run
the risk of not being used due to discomfort and of
having a negative impact on driving.

We have developed Harmonic Vibrations that applies
music theory as technologies to vibrate the driver’'s seat

Using Harmonic Vibrations

by making use of our long-cultivated technologies used
for the system for converting sound to vibrations that the
body can feel. Harmonic Vibrations is a technology to
transfer waveform signals of sound created when all
notes consisting of consonance™ are sounded in
sequence from a high or low note to drivers as optimal
vibrations with arousal effects and comfort. Based on
research participants’ data accumulated from seat
vibration experiments, we have identified the possibility
that Harmonic Vibrations may be able to balance arousal
effects and comfort.

We will accelerate consideration of patterns of
Harmonic Vibrations and a vibration system that
effectively transfers them to drivers with the aim of
achieving practical applications of the car seat vibration
system with high arousal effects and comfort.

* A combination of two or more notes that produces a pleasing sound when they are sounded simultaneously.

e Conceptual image of creation of Harmonic Vibrations

Frequency (Hz)

ot
-@

Vibration Uncomfortable Comfortable Stimulating
characteristics vibrations vibrations vibrations
Overall Relaxing Arousal
Effects discomfort Sleep Tension
Decrease in heart rate | | Increase in heart rate
Parasympathetic Sympathetic
Physical Increase in dominance dominance
reaction heart rate Increase in blood flow | |Decrease in blood flow
Muscle tension Decrease in blood Increase in blood
pressure pressure
Increase in alphawaves | | Increase in beta waves

Vibration frequency range with arousal
effects and comfort

Create waves by breaking down
consonance one by one

Nl -




Converting recorded sound sources into CD and other formats
creates noise (quantization noise) caused by errors in the
conversion of sound sources.

With the use of our long-cultivated sound analysis
technology, we discovered that this noise is the cause of
differences in sound quality between high resolution sound
sources and non-high resolution ones. By developing
technologies to visualize the differences, we have logically
determined the superiority of high resolution sound sources for
the first time in the world. In addition, as a technology to revive
this superiority, we have developed the world’s first technology

Master Sound Revive (MSR), Which Improves Any Sound Source to
Sound Quality Equivalent to High Resolution (Patent Pending)

to remove quantization noise to the utmost limit in addition to
technologies to reproduce a high frequency range, which is
lost during the conversion of the sound source format. These
have led to the practical applications of MSR, the industry’s
first function to improve any sound sources to sound quality
equivalent to high resolution.

MSR enables users to enjoy sound sources that are
converted for smartphone and CD formats in a high quality
sound closer to original sound.

We will provide MSR to various markets in order to deliver
the excitement of live music to many people.

o MSR mounted on Cyber Navi car navigation
system (2017 model)
Qutstanding sound quality performance
receiving high marks from experts and
general users

e Industry’s first technology to remove quantization noise

-70

-80

without %
MSR -100
-110
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Playback signal
-70
-80
-90
With MSR

-100

-110

-120

CD

Quantization noise

e Sound quality deteriorates in CD sound

quality due to quantization noise that does
not exist in original sound

Quantization noise

After removal

®MSR revives original sound state with
only playback signals

You can experience the effects of improved sound quality by MSR via the following website:
http://global.pioneer/en/ir/library/annual_reports/msr/

Research and Development website: http://global.pioneer/en/crdl_design/
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| Corporate Governance

The Company considers the realization of a transparent and fair corporate governance system as the most
important issue in corporate management. As the fundamental framework for the corporate governance of the
Company, we have formulated the “Basic Policy for Pioneer Group Corporate Governance” for the purpose of
achieving sustainable growth and increased corporate value over the mid- to long-term through the realization

of effective corporate governance.

Based on this basic policy, the Board of Directors not only elects multiple outside directors and outside
audit & supervisory board members, all showing an independence, but enhances the effectiveness of the
board itself and other bodies that comprise corporate governance of the Company, through such measures
as conducting a self-evaluation of each director on the operation of the Board of Directors, enriching the infor-
mation provided to outside directors, and strengthening to cooperate between outside directors and outside
audit & supervisory board members. Furthermore, by continuously and periodically reviewing and revising this
basic policy, Pioneer will creatively develop corporate governance..

e Board of Directors, Audit & Supervisory
Board, and Outside Directors and Out-
side Audit & Supervisory Board Members

Pioneer has adopted an Audit & Supervisory Board system
of corporate governance. Under this system, the Company
has established the Board of Directors as a decision-making
body for matters of the highest importance, such as
management policies, and as a supervisory body. The
representative director is responsible for business execution,
while the Audit & Supervisory Board is responsible for
auditing. In addition, to strengthen the oversight function of
the Board of Directors, Pioneer has elected several
independent outside directors, who have no significant
transactional relationships with the Pioneer Group, and has
established a Nominating Committee, a Compensation
Committee and a Special Committee, each chaired by an
outside director, as advisory committees for the Board of
Directors.

In order to further clarify their responsibilities and respond
promptly to changes in the business environment, Pioneer
has set the term of office of directors to one year and each
director conducts self-evaluation regarding the operation of
the Board of Directors every year. Based on the results of the
self-evaluations by each director, the effectiveness of the
Board of Directors is considered and the operation of the
Board of Directors is reviewed, further strengthening the
supervisory function of the Board of Directors.

The Audit & Supervisory Board, half or more of which
consists of independent outside audit & supervisory board
members, audits the directors’ performance of their duties
and monitors audits by the Independent Auditor. In addition,
to safeguard the effectiveness of audits performed by the
audit & supervisory board members, the Audit & Supervisory
Board meets regularly with the representative director, and
ensures opportunities for audit & supervisory board
members to periodically receive explanations and reports
from the Audit Division, which is responsible for internal
audits, and the Independent Auditor.

Furthermore, the supervising and monitoring functions of
outside directors and outside audit & supervisory board
members over the management are strengthened by offering
opportunities for regular cooperation between them,

enhancing the information on business execution provided to
outside directors, and holding communication meetings
between outside directors and the Audit & Supervisory Board.

In fiscal 2018, the Board of Directors held 11 meetings,
while the Audit & Supervisory Board held 15 meetings.

¢ \oluntary Advisory Committees

Pioneer has established a Nominating Committee, a
Compensation Committee, and a Special Committee, each
chaired by an outside director, as voluntary advisory
committees designed to heighten management transparency
and strengthen the oversight function of the Board of
Directors. The respective outside directors who chair these
committees report on the results of their deliberations at each
committee and make related recommendations to the Board
of Directors, and the Board of Directors gives full
consideration to these reports and recommendations in the
course of its related decision-making.

e Nominating Committee: Discusses matters concerning the
election and dismissal of directors and executive officers,
and the election of audit & supervisory board members

e Compensation Committee: Discusses issues related to
remuneration and other benefits for directors and
executive officers

e Special Committee: Discusses matters that have a
significant impact on corporate value, including mergers
and acquisitions

e Executive Officers and the Group Executive
Committee

To expedite business execution and clarify the responsi-
bilities for each business, the Board of Directors has
elected executive officers, and established the Group Ex-
ecutive Committee under the supervision of the Board of
Directors. The Group Executive Committee is a body
charged primarily with decision-making or reporting to
the Board of Directors regarding important issues that
emerge in the course of business promotion or pertain to
overall Group management strategy. In this capacity, the
committee serves to enhance both the speed and effec-




tiveness of business execution by the directors, as well
as to strengthen the decision-making and oversight func-
tions of the board itself.

In fiscal 2018, the Group Executive Committee held
19 meetings and deliberated approximately 40 issues.

e Rules of the Pioneer Group and Internal
Audit System

In order for the Company to remain trusted and respected by
society as a good corporate citizen, the “Pioneer Group
Charter for Corporate Operations” is foremost in importance
among the “Rules of the Pioneer Group.” These rules also in-
clude the “Pioneer Group Code of Conduct,” which stipu-
lates specific decision-making and behavioral standards for
Group directors, officers, and employees in the performance
of their business duties, and the “Rules of the Pioneer
Group,” a collection of rules outlining the scope of authority
and responsibilities for each Group company, and other rules
related to compliance.

Internal audits are implemented by the Audit Division to
audit the status of the Group’s entire management and oper-
ations, and confirm compliance with laws and internal regu-
lations. The Audit Division also works with the internal audit
staff at Group companies and the Audit & Supervisory Board
to enhance the internal audit function with regard to internal
control systems, risk management, and areas related to cor-
porate ethics, quality control, and environmental protection.

e Business Ethics Committee and Business
Ethics Hotline

The Company has established a Business Ethics Commit-
tee, chaired by an outside director, to ensure legal compli-
ance as well as thorough observance of the “Pioneer Group
Charter for Corporate Operations” and the “Pioneer Group
Code of Conduct.” The committee met twice in fiscal 2018.
In addition, the “Business Ethics Hotline” has been es-
tablished as an internal reporting system, to quickly detect
and appropriately address behavior that is in violation of the
“Pioneer Group Code of Conduct.” The hotline is set up
outside the Company to ensure the anonymity of persons
making reports and to clarify the details of those reports.
The details of reports received by the hotline are simultane-
ously referred to the Business Ethics Committee and audit
& supervisory board members, making it possible to re-
spond to that information in good faith and resolutely.

e Internal Control Committee

The Company has established an Internal Control Com-
mittee, chaired by a representative director, to identify
possible risks associated with business activities and to
prevent such risks from occurring. The committee met
twice in fiscal 2018.

® Corporate Governance Structure (As of June 27, 2018)

General Meeting of Shareholders

Elect or dismiss

Decision making

and supervision Business execution
" B Elect or dismiss
Audit & Supervisory Board of Directors | Instructand
Board . ) supervise - .
3 audit & supervisory Audit 8 directors Executive Officers
board members (including 1 representative Report 14 individuals (Advisory Committees)
(including 2 outside audit & ) dg.”;‘“;.a":t
supervisory board members) outside directors)
p " T — Nominating Committee
ooperate
Independent g Gt ||| Ame (Chair: outside director)
Auditor Report on
audits Iper
instruct Feport Group Executive | [B
i e Instruct | roup Executive usiness Compensation Committee
Audit Division \ Committee exeottiod — sation b
Report (Chair: outside director)
§ Submit Approve : .
Internal audit Special Committee

Report and ma_lke (Chair: outside director)

Divisions and Group Companies

* “Pioneer Group Code of Conduct”

“Rules of the Pioneer Group” —
* “Pioneer Group Charter for Corporate Operations”

Business Ethics Committee
(Chair: outside director)

* Ensure appropriate ion of business in
“Basic Rules for Consolidated Internal Audit,” and “Basic Rules for Internal Control System,” etc.

with “Basic Rules of Business Ethics,”

— Internal Control Committee

Corporate Governance website: http://global.pioneer/en/info/governance/
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| Labor Practices and Human Rights,
Corporate Citizenship Activities, and Environmental Activities

Under the Group Philosophy “Move the Heart and Touch the Soul,” Pioneer aims to continue to be a com-
pany trusted by society, through the creation of an environment in which employees are able to create new
value, and sound corporate activities that meet the social demands of our various stakeholders.

e Labor Practices and Human Rights

Under the Group Philosophy, we are working to create an environment where a diverse group of employees, who maintain

their professionalism, are able to work to their fullest and create new value, irrespective of their age, gender or nationality.

Be Diverse!

In addition to systems and measures that offer employees greater flexibility in working styles and personnel development
programs including career development support, we support our employees in various other ways, including through sup-
port for employees’ mental and physical health, so that all our employees with their diverse backgrounds can achieve
greater job satisfaction and bring their capabilities into full play. Through these initiatives, we will transform their dynamism

into the Group’s competitiveness.

e Corporate Citizenship Activities

Carrying on our founder Nozomu Matsumoto’s vision of “better sound for more people,” Pioneer uses proprietary
sound-related technologies, experience and expertise for corporate citizenship activities, with the aim of living in

harmony with local communities and creating a rich society.

Corporate Citizenship Focusing on Audio & Video,
Environmental Protection, and Educational Support

Pioneer actively engages in corporate citizenship activities, with a
focus on audio & video, environmental protection, and educational
support. In addition, the Company conducts various activities in nta oY Educational
response to the demands of local communities, such as activities Support

related to social welfare and disaster relief. i Hands-on Craft
Workshop

( Volleyball Workshop

e Environmental Activities

Pioneer recognizes that responding to environmental problems including global warming, environmental pollution,
and the loss of resources and biodiversity is our social responsibility as we carry out our businesses, and we
promote environmental preservation and proactive disclosure of information on its results with the aim of realizing a

sustainable society together with our stakeholders.

Basic Concept of Environmental Activities

The range of social responsibility in continuing business exceeds our business fields, where we are expected to achieve ac-
tivities related to environmental preservation throughout entire product lifecycles, and to contribute to the environment
through our products and services. Pioneer promotes its group-wide strategies in light of laws as well as regulations, and
social contributions in response to the issues of both environmental preservation and environmental contribution. In addi-

tion, we proactively disclose information on the results on our website.

The CSR Report, which provides information on various topics, including labor practices and human rights,
corporate citizenship, and environmental activities is available at the following website.

http://global.pioneer/en/society/csr/report/



I Management (s of June 27, 2018)

Board of Directors Executive Officers
Representative Director Chairman

Koichi Moriya Susumu Kotani
Directors President and CEO
Susumu Kotani Koichi Moriya

Kunio Kawashiri

Harumitsu Saito Senior Executive Officers

Satoshi Ohdate Kunio Kawashiri

Mitsumasa Kato Harumitsu Saito

Masahiro Tanizeki Masao Kase

Shunichi Sato Satoshi Ohdate

Executive Officers

Audit & Supervisory Board Minoru Maruyama
Full Time Audit & Supervisory Board Member Ichio Kitamura
Hiroshi Shinohara Naoto Takashima

Shinsuke Nishimura

Audit & Supervisory Board Members Mitsumasa Kato

Keiichi Nishikido Gregory R. Pierson
Hiroyuki Wakamatsu Steven R. Moerner

Kyotaro Sato

Notes: 1. Messrs. Masahiro Tanizeki and Shunichi Sato are outside directors pursuant to the Companies Act of Japan, and are independent
directors satisfying the requirements of the Tokyo Stock Exchange.

2. Messrs. Keiichi Nishikido and Hiroyuki Wakamatsu are outside audit & supervisory board members pursuant to the Companies Act of
Japan, and are independent audit & supervisory board members satisfying the requirements of the Tokyo Stock Exchange.
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| Independent Auditor’s Report



General Information on Shares

e Stock Listing e Share Information (As of March 31, 2018)
Tokyo Stock Exchange (Since 1961) Number of Shares of Common Stock Issued: 383,340,936 shares

Number of Shareholders: 60,411 shareholders

Composition of Shareholders

e Transfer Agent
Number of Number of shares ~ Shareholdings
Mitsubishi UFJ Trust and Banking Corporation shareholders  held (thousand) (%)
4-5, Marunouchi 1-chome, Chiyoda-ku, #Wz?i?ﬂt?sgsﬁnancial 31 77.005 20.09
Tokyo 100-8212, Japan J -
apanese securities

companies 68 16,453 4.29

Other Japanese business

corporations 340 61,385 16.01

Foreign corporations and

individuals 310 78,648 20.52

Japanese individuals and

others 59,662 149,847 39.09

Note: “Japanese individuals and others” include 5,032 thousand shares (1.31%) as
treasury stock held by the Company.

Principal Shareholders (Ten Largest Shareholders)

Name of shareholders Number of shares Shareholdings

held (thousand) (%)

Mitsubishi Electric Corporation 27,886 7.37
NTT DOCOMO, INC. 25,773 6.81
The Master Trust Bank of Japan, Ltd. (Trust Account) 18,566 4.90
BNP PARIBAS SECURITIES SERVICES LUXEMBOURG/ 18.059 477
JASDEC/HENDERSON HHF SICAV ’

HERE GLOBAL B.V. 11,117 2.93
Japan Trustee Services Bank, Ltd. (Trust Account) 10,359 2.73
STATE STREET BANK AND TRUST COMPANY 8,894 2.35
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 6,490 1.71
SMBC Nikko Securities Inc. 6,405 1.69
Japan Trustee Services Bank, Ltd. (Trust Account 5) 6,366 1.68

Notes 1. Shareholdings are calculated based on the total number of shares issued and outstanding after deduction of treasury stock, and are rounded down to
two decimal places.
2. The Bank of Tokyo-Mitsubishi UFJ, Ltd. changed its name to MUFG Bank, Ltd., as of April 1, 2018.

e For further information, please contact:

Pioneer Corporation
28-8, Honkomagome 2-chome, Bunkyo-ku, Tokyo 113-0021, Japan

Investor Relations & Public Relations Division E-mail: pioneer_shr@post.pioneer.co.jp
Phone: +81-3-6634-8777 IR website: http://global.pioneer/en/ir/

Fax: +81-3-6634-8745

Cautionary Statement with Respect to Forward-Looking Statements

Statements made in this Annual Report with respect to our current plans, estimates, strategies and beliefs, and other statements that are not historical facts are forward-looking statements
about our future performance. These statements are based on management’s assumptions and beliefs in light of the information currently available to it. We caution that a number of important
risks and uncertainties could cause actual results to differ materially from those discussed in the forward-looking statements, and therefore you should not place undue reliance on them. It is
not our obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise. We disclaim any such obligation. Risks and
uncertainties that might affect us include, but are not limited to: (i) general economic conditions in our markets, particularly levels of consumer spending, and levels of demand in the major
industrial sectors which we serve; (ii) exchange rates, particularly between the Japanese yen and the U.S. dollar, the euro, and other currencies in which we make significant sales or in which
our assets and liabilities are denominated; (iii) our ability to continuously design and develop and win acceptance for our products in extremely competitive markets; (iv) our ability to successfully
implement our business strategies; (v) the success of our joint ventures, alliances and other business relationships with third parties; (vi) our ability to access funding; (vii) our continued ability
to devote sufficient resources to research and development, and capital expenditure; (viii) our ability to ensure the quality of our products; (i) conditions in which we are able to continuously
procure key parts essential to our manufacturing operations; and (x) the outcome of contingencies.

810z Loday enuuy uonesodion Jaauold



PIONEER CORPORATION
http://global.pioneer/en/





