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Pioneer Corporation is committed to realizing its group philosophy, “Move the
Heart and Touch the Soul,” with more people around the world. Ever since its
founding in 1938 as a speaker manufacturer, Pioneer has brought to market
various revolutionary electronics products, and marked its 70th anniversary in
January 2008.

We currently face an extremely challenging business environment. Pioneer is
thus determined to make a concerted group-wide effort to achieve its newly
established medium-term management targets so as to meet the expectations of
all stakeholders.
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Financial Highlights

Pioneer Corporation and Subsidiaries
Years ended March 31

In millions of yen and thousands of U.S. dollars, except per share information

Yen % change U.S. Dollars
2006 2007 2008  2008/2007 2008
Operating revenue ¥754,964 ¥797,102 ¥774,477 -2.8% $7,744,770
Operating income (loss) (16,409) 12,487 10,907 -12.7 109,070
Loss from continuing operations (85,758) (9,536) (17,992) (179,920)
Net loss (84,986) 6,761)  (17,992) (179,920)
Per share of common stock:
Loss from continuing operations (491.66) (54.67) (98.23) (0.98)
Net loss (487.293) (38.76) (98.23) (0.98)
Cash dividends 10.00 10.00 7.50 0.08
Cash flows from operating activities 68,329 16,752 22,032 220,320
Cash flows from investing activities (29,759) (16,468) (72,373) (723,730)
Cash flows from financing activities (38,551) (21,673) 35,932 (359,320)
Total assets 678,046 635474 576,116 5,761,160
Shareholders’ equity 273,250 268,116 247,395 2,473,950

Notes: 1. The U.S. dollar amounts in this report represent translations of Japanese yen, for convenience only, at the rate of ¥100=US$1.00 at March 31, 2008.
2. Operating income (loss) is presented as operating revenue less cost of sales and selling, general and administrative expenses in accordance with
accounting practices generally accepted in Japan.
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To Our Stakenholders

In fiscal 2008, the year ended March 31, 2008, we steadily grew
revenue in the Car Electronics business, but faced an uphill battle in
fiercely competitive plasma display markets. Regrettably, we reported a
large net loss in fiscal 2008. We will strive to generate earnings and
improve our financial position by ensuring that we restructure our
display business and by driving further expansion in the Car

Electronics business and other growth businesses.

Fiscal 2008 in Review
In fiscal 2008, consolidated operating revenue
decreased 2.8% year on year to ¥774.5 billion.
This decrease mainly reflected a drop in sales of
plasma displays and DVD recorders, despite higher
sales of DVD drives, Blu-ray Disc-related devices,
car audio products and car navigation systems.
Operating income decreased 12.7% year on
year to ¥10.9 billion, chiefly due to a larger loss in
the plasma display business, despite higher
earnings in the Car Electronics business. The net
loss was ¥18.0 billion, compared with a net loss
of ¥6.8 billion in the previous fiscal year. This was
mainly due to impairment losses of ¥23.3 billion
primarily on plasma display production facilities,
and higher income taxes following an evaluation
of deferred tax assets, despite a gain on sale of
all land and buildings at the Tokorozawa Plant
and some at the Omori Plant.

Tamihiko Sudo

, Sy Display Business Restructuring Now
President and Representative Director

Under Way
In fiscal 2008, the plasma display business was a
major factor behind our weak performance.
However, displays are the centerpiece of our
Home Electronics business, and so we will con-
tinue the display business going forward. There-
fore, we will implement far-reaching restructuring
of our display business so as to optimize the
scale of our business and generate earnings.
First, Pioneer will terminate in-house plasma
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display panel production by March 2009, after
completing panel production for models sched-
uled for release in 2008. We have decided
instead to procure plasma display panels from
Matsushita Electric Industrial Co., Ltd. from the
summer of 2009. Both companies plan to coop-
erate on developing cutting-edge panels by
combining their technologies. These panels will
then be further augmented by Pioneer’s propri-
etary image processing technologies, thereby
enabling Pioneer to bring premium-grade, cost-
competitive plasma displays to market.

Regarding production facilities after the
termination of plasma display panel production,
one plant will continue producing display prod-
ucts as an assembly center and is also sched-
uled to become a product distribution and
inspection facility for the Japanese market. We
will close the rest, and are currently considering
ways of utilizing these assets, including selling
them. Hand in hand with these measures, Pio-
neer plans to redeploy plasma display panel
production personnel to ongoing display assem-
bly operations, as well as to the Car Electronics
business, professional sound & visual (Pro SV)
business and other growth businesses. We also
plan to offer an incentive-based early retirement
program, as it may be difficult to absorb all
affected employees within the Pioneer Group.

By carrying out these measures, Pioneer
aims to reduce display business operating

expenses by ¥15.0 billion in fiscal 2010, com-
pared with fiscal 2008.

On a different front, Pioneer intends to bring
new LCD TVs to market. Pioneer will be supplied
with LCD TVs from Sharp Corporation, with
whom we have a business alliance, and will roll
out these LCD TVs first in Europe in the summer
of 2008. Going forward, Pioneer plans to develop
LCD TVs that combine its proprietary technolo-
gies with Sharp-supplied LCD panels, for an
expanding number of targeted regions.

Aiming for Improved Profitability in the
Home Electronics Business

In the Home Electronics business, Pioneer will
restructure its display business at the same time as
it strives to boost sales in the Pro SV business,
which involves DJ equipment, as well as in Blu-ray
Disc-related products and other fields. Furthermore,
to improve the profitability of the Home Electronics
business as a whole, we plan to redeploy engineers
in the display and audio/video product businesses
to the Car Electronics business, Pro SV business,
and other growth businesses. We will reduce fixed
costs by overhauling our overseas sales structure
and taking other actions, as well as lower selling,
general and administrative expenses mainly by
readjusting employment levels in administrative and
sales divisions in Japan and by reducing spending
on external resources through a review of out-
sourced operations.
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We expect these measures, combined with
display business restructuring, to yield cost sav-
ings of roughly ¥23.0 billion in the Home Elec-
tronics business. These measures are expected
to have a significant beneficial impact on operat-
ing results from fiscal 2010.

Growth Strategies for

the Car Electronics Business

In the Car Electronics business, we aim to
expand our car navigation systems business and
reinforce business development in the BRICs
nations (Brazil, Russia, India and China) and other
expanding markets.

In car navigation systems, we will work to
expand our customer base by launching a model
featuring telematics functions based on mobile
phones and the Internet in the Japanese con-
sumer market, while proposing new forms of
value beyond mere car navigation mainly through
new multi-functional car navigation systems
models with built-in audio/video functions. In
OEM car navigation systems, we will concentrate
on winning more contracts from automakers and
growing business in dealer options markets
around the world.

In car audio/video products for consumer
markets, we will compensate for contraction in
the Japanese, U.S. and European consumer
markets by concentrating on developing busi-
ness in rapidly growing markets in the BRICs
nations. Concurrently, we plan to maintain profit-
ability by shifting our center of gravity to value-
added models, such as those equipped with car
DVD players.

To address increasing development costs,
we will work to boost efficiency mainly by imple-
menting reforms of software development pro-
cesses and by adopting common platforms.
These and other measures will help us to main-
tain profitability as we grow our business.

Redoubling Efforts in the Speaker
Business

The speaker business makes effective use of
technologies and expertise accumulated by
Pioneer over its entire 70-year history. We will
work to expand this business as a whole by
ensuring profitability through the supply of value-
added products not only in the car speaker busi-
ness, where we have a solid market position, but
also in the home-use speaker business. Efforts
will also be made to boost sales by focusing on
speaker unit sales to customers outside the
company, in parallel with developing speaker
units not just for cellular phones as in the past,
but also for flat-panel TVs and other fields. We
are also trying to rapidly reap economies of scale
and share product expertise by concentrating
speaker development and production at Tohoku
Pioneer Corporation, which became a wholly
owned subsidiary of Pioneer Corporation in
October 2007. Our aim is to become the world’s
leading speaker manufacturer in terms of both
quality and quantity.

Business and Capital Alliance with
Sharp Corporation
In the fiercely competitive electronics market,
strategic alliances with other companies are
essential to differentiating products and generat-
ing earnings while reducing the burden of
increasing development expenses and the risks
associated with capital expenditures. In
September 2007, Pioneer and Sharp Corporation
agreed to form a comprehensive business and
capital alliance. Through this alliance, the two
companies are jointly developing products by
making effective use of each other’s resources in
their respective fields of expertise. In this manner,
Pioneer and Sharp both aim to enhance their
respective corporate value.

Specifically, in the field of flat-panel TVs,
Pioneer will develop acoustic systems that will be



fitted to ultra-thin, flat-panel LCD TVs currently
under development by Sharp. Furthermore,
development efficiency will be raised by jointly
developing high picture quality, premium-grade
LCD TVs. Furthermore, in the optical disc field,
Pioneer and Sharp will join forces not only to
supply DVD-related products to each other, but
also to expand their respective Blu-ray Disc-
related product businesses. At the same time, in
car electronics fields, the two companies will
propose new forms of value by combining
Pioneer’s car navigation system technologies with
Sharp’s proprietary devices and mobile phones.

In December 2007, Pioneer issued 30 million
new shares of common stock to Sharp for ¥41.6
billion. In parallel, Pioneer subscribed to 10 million
shares of Sharp’s treasury stock at a cost of
¥19.8 billion. This move was aimed at cementing
the alliance between the two companies.

Medium-term Management Targets
We have established consolidated medium-term
management targets of operating revenue of
¥900 billion, operating income of ¥37 billion and
net income of ¥30 billion for fiscal 2011. These
targets will be achieved by ensuring that the
entire Group implements the above measures.
In terms of our main business segments, in
the Car Electronics business, we are targeting
operating revenue of ¥450 billion and operating

income of ¥26 billion in fiscal 2011. We also aim

to maintain an operating margin of around 6%
here. In the Home Electronics business, we are
targeting operating revenue of ¥370 billion and
operating income of ¥8 billion in fiscal 2011, but
first we aim to restore profitability in fiscal 2010.

Furthermore, we will work to enhance profit-
ability while improving cash flows through such
means as reducing inventories and accounts
receivable, and curbing capital expenditures.

Our initiatives to improve profitability, includ-
ing display business restructuring, will be painful
in many respects. However, we regard them as
essential for Pioneer to turn things around, and
will by all means make a Group-wide effort to
achieve our medium-term management targets.
Your continued understanding and support will
be vital to our success.

June 26, 2008

Tamihiko Sudo
President and Representative Director
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Review of Operations

J] Business Segments
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Year ended March 31, 2008

Car Electronics sales increased 4.5% year on year to ¥373.9 billion (US$3,738.8 million) due to higher
sales of both car navigation systems and car audio products. In car navigation systems, consumer-market
sales were mostly the same as in the previous fiscal year, while OEM sales increased in North America. In
car audio products, consumer-market sales increased in Central and South America, but decreased in
North America due to market contraction, while OEM sales rose in Japan, China and North America. Total
OEM sales in this segment accounted for approximately 39% of Car Electronics sales in fiscal 2008, com-
pared with approximately 36% in fiscal 2007.

Operating income in this segment rose 18.3% to ¥26.2 billion (US$261.5 million). This principally
reflected lower selling expenses for consumer-market products, such as advertising and sales promotion
expenses, despite higher development expenses in the OEM business.

TRONMNICS

Home Electronics sales decreased 8.8% year on year to ¥329.5 billion (US$3,295.3 million). Plasma
display sales declined due to a drop in sales volume mainly in North America and Europe. Plasma dis-
play sales accounted for approximately 40% of Home Electronics sales, compared with approximately
49% in the previous fiscal year. Sales of DVD drives and Blu-ray Disc-related devices rose, while sales of
DVD recorders fell.

The operating loss in this segment was ¥18.0 billion (US$179.7 million), compared with an operat-
ing loss of ¥15.8 billion in the previous fiscal year. This was mainly attributable to the larger loss in the
plasma display business due to falling sales, despite a smaller loss in DVD recorders reflecting a reduc-
tion in development expenses.

In Patent Licensing, royalty revenue decreased 57.1% year on year to ¥2.0 billion (US$20.0 million).
This decrease was attributable to the impact of the expiration of some patents licensed to the optical
disc industry.

Operating income in this segment declined 59.5% to ¥1.6 billion (US$15.9 million), in line with
the decrease in royalty revenue.

In the Others segment, sales decreased 5.5% year on year to ¥69.1 bilion (US$690.7 million). This mainly
reflected lower sales of factory automation (FA) systems and business-use AV systems.

Operating income in this segment was ¥0.2 billion (US$1.6 million), down 93.4% year on year.
This was mainly attributable to lower profitability in FA systems and business-use AV systems due to
lower sales.



[l Revenue and Income
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| Main Products and Services

e Car Navigation Systems
e Car Stereos

Car AV system

 Plasma Displays
© DVD Recorders
e DVD Players

© DVD Drives

Plasma display

Speaker system

e Blu-ray Disc Players
® Blu-ray Disc Drives
e Audio Systems

e Car AV Systems

e Car Speakers

Car speakers

¢ DJ Equipment
® Equipment for
Cable-TV Systems

® Audio Components

Blu-ray Disc Player

DJ equipment

e Licensing of Patents Related to Laser Optical Disc Technologies

¢ Organic Light-Emitting Diode
(OLED) Displays

* Factory Automation Systems

e Speaker Units

raf.: | SONGLINE |

OLED display

* Electronics Devices and Parts
* Telephones
® Business-use AV Systems

y @
)

Speaker units

Notes: 1. Operating income (loss) is presented as operating revenue less cost of sales and selling, general and administrative expenses, in accordance with

accounting practices generally accepted in Japan.

2. Operating income (loss) in each business segment represents operating income (loss) before elimination of intersegment transactions.
3. In fiscal 2008, the Company classified telephones in “Others,” which were previously included in “Home Electronics.” Previously reported figures have

been reclassified to conform to this presentation.
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It is important for us to continuously generate earnings in the Car Electronics
business in order to drive further growth at Pioneer. In our consumer markets,
we actively propose value from a customer-centric standpoint so as to garner
market support and thereby enhance brand value. In parallel, we strive to
expand our OEM business by leveraging advanced technologies and
other assets we have cultivated in consumer markets. Developing businesses
that deliver sustained earnings based on an accurate understanding of market
characteristics and trends in customer demand is vital to this end. Here,

we introduce the business strategies we are implementing in various regions

worldwide to ensure that we remain a leading company.

.) PIONEER CORPORATION




Car Electronics Market in

Japan is a major market for car navigation systems—
total sales account for more than 80% of the country’s
consumer car electronics market. By producing solid
results in the Japanese car navigation systems market,

we aim to enhance the overall profitability of our Car

Demand in the Japanese Car Navigation Systems Market

Electronics business in Japan.

Convergence of Communications and
Navigation Functions

The key for Pioneer to achieve future growth in
this market, where products evolve at a
breathtaking pace, is to continuously provide
new forms of value. We will work to expand our
market share by further fusing communications
and navigation functions.

Specifically, based on our proprietary Smart
Loop Concept for sharing knowledge among
users over a network, we will develop systems
that provide even more accurate traffic and
positioning information by allowing drivers to share
an immense amount of data gathered by linking
car navigation systems over a network. In addition,
we will create services that allow drivers to obtain
a variety of information when needed, such as
weather updates for their destinations and
descriptions of nearby shops and restaurants.

Building on these measures, in the field of
car navigation systems with built-in audio/video
(AV) functions, we will concentrate our efforts not
only on user interfaces and navigation functions,
but also on responding to the emergence of
terrestrial digital broadcasting and enhancing
internal AV functions. These efforts will be made in
line with the respective brand concepts of Cyber
Navi, our top-of-the-line model, and Raku Navi,
which combines functionality with usability. In this
manner, we aim to maintain a leading position in
this field. Turning to the portable navigation devices

(Thousands of Units) Data: JEITA*
6,000+ i
4,000+ R
2,000+ i
0
‘06’07 08 09 10  (Calendar year)

Fixed Navigation

field, we launched the new Air Navi AVIC-T10 car Systems
- ) . . Portable Navigation
navigation system in June 2008. This revolutionary Dviess

product offers sophisticated communications
functions with outstanding basic performance in a
conventional price range for portable navigation
devices. With this product, we will work to capture
new customer segments with the aim of
expanding overall earnings from the consumer car
navigation systems market.

OEM Car Navigation Systems
Initiatives @ Air NaviAVIC-T10
In the growing OEM business, we aim to expand
business further by winning more orders for a
broader range of models from both automakers
and car dealerships. This will be done by
leveraging our competitiveness in consumer
markets and collective capabilities in AV and
navigation functions. We will also steadily
respond to demanding
customer requirements
while working to enhance
profitability by reducing
development costs.

@ Cyber Navi AVIC-VHI000: The removable main unit allows drivers
to bring driving plans prepared on a home PC, information from
the Internet, audio data and more into their cars.

* Japan Electronics and Information Technology Industries Association
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Car Electronics Markets in

Demand in the North American Car Navigation Systems Markets

(Thousands of Units)
12,000

8,000+

4,000+

Data: JEITA

‘06 07

Fixed Navigation
Systems

Portable Navigation
Devices

@ The AVIC-FO0BT flash
memory in-dash car
navigation system

@) PIONEER CORPORATION
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Expanding the Markets for In-dash Car
Navigation Systems

The North American car navigation systems
market continues to grow rapidly, with market-
wide sales surpassing the 10 million-unit mark in
2007. In particular, demand for low-end portable
navigation devices with limited functionality is
increasing sharply. However, we are focusing on
in-dash car navigation systems with built-in AV
functions because we believe we can propose
value not offered by portable navigation devices.
For example, our in-dash car navigation systems
provide a perfect fit with automobile dashboards,
as well as multi-functionality in terms of traffic
information reception, interoperability with
peripheral devices and much more, and in the
process of delivering this added value, we plan to
increase our market share. In fiscal 2008, the
AVIC-D3 model DVD car navigation system,
launched at mass-market prices, earned a strong
customer response. In June 2008, we brought to

@ The Dome Tour was well received in the 18 U.S. cities
where it was held in fiscal 2008.

* Bluetooth is a registered trademark of Bluetooth SIG, Inc.

North America is the Car Electronics business’ second
largest market after Japan. To compensate for
contraction in North American consumer markets for
car audio products, Pioneer plans to focus on product

- categories with growth potential such as car navigation

systems and car AV products to generate earnings.

market a new model using flash memory as
storage media for digital map data. With this new
model, we will strive to further expand our
customer base for in-dash car navigation systems
as we aim to become a leading car navigation
systems company in the North American market.

Value-added Propositions for Car AV
Products

In the car AV market, we will bolster our lineup of
value-added car AV products, such as DVD-
compatible models, and models compatible with
portable digital audio players and USB memory.
Separately, by offering diverse value propositions
tailored to the lifestyles of North American
consumers, such as Bluetooth®* functionality and
digital satellite and terrestrial digital radio
reception, we aim to maintain our top market
share and sustain profitability.

Communicating with the Markets

Since 2007, we have been holding a series of our
own product exhibitions called the Dome Tour in
major U.S. cities, with the aim of enhancing the
image of our brands. We have also launched a
retailers-only website not only to provide product
and installment information, but also as a contact
point for inquiries to Pioneer and as a forum for
retailers to exchange information. In this manner,
we are effectively supporting our U.S. sales
structure, which spans all of this vast country.



Car Electronics Markets in

Demand in the European Car Navigation Systems Markets

In Europe, Pioneer is actively strengthening initiatives (Thousands of Units) Data: JEITA

. 30,000} -
for establishing sales channels to capture a greater
share of the car navigation systems market, and for 20.000k |
expanding business in Russia and Eastern Europe,
where future growth is expected. 10,000} -

0
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Fixed Navigation
Measures for Establishing New Sales starting up systems and showing the location of its it
i . L Portable Navigation

Channels affiliated repair network on navigation maps. Devices

The European portable navigation devices market
has grown faster than in North America, driven by
demand spurred by falling prices and a market
characterized by the popularity of small cars.
However, because we believe that it is crucial to
differentiate our products by offering customer
value propositions for enhancing car passenger
cabins, in addition to basic navigation
performance, as the portable navigation devices
market matures, we are concentrating on

Going forward, we will strive to reinforce existing
partnerships with car accessories retailers, while
growing sales at car dealerships, with the aim of
expanding business and maintaining profitability.

An Expanding Russian Market

Russia has been experiencing rapid economic
growth as an oil-producing nation, and
consumers are enjoying strong purchasing
power. The country is expected to enter a period

enhancing car navigation systems with built-in of full-scale motorization, raising hopes for steady

AV functions. expansion in its car audio product market and for
Additionally, Pioneer is bolstering dealer option growth in its car navigation systems market as

sales, where car dealerships offer car navigation coverage of digital map data increases. Pioneer’s

systems as options to customers buying new cars.
Pioneer is working to respond to the needs of car
dealerships by, for example, introducing car
navigation systems with enhanced customization
features for displaying the automaker’s logo when

@ Pioneer products on display at a car dealership

products have always enjoyed extremely strong
customer support in Russia. By strengthening
operations through its sales subsidiary in
Moscow, Pioneer plans to steadily increase its
market share by catering to local demand. In
Eastern Europe and Turkey, which have strong
growth potential, Pioneer is working to expand
its business through its European regional
headquarters in Belgium.

@ Car navigation system for Russia
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Car Electronics Markets in

Demand in the Central and South American
Car Audio Product Markets

(Thousands of Units)

7,500+
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Data: JEITA

Brazil
Mexico
Other Countries
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Market Leadership in Central and
South America

Brazil’s consumer market for car audio products
has been expanding significantly on the back of
sharp new car sales growth. Going forward,
Pioneer expects to see increasing demand for
car AV products such as car DVD players here.
To prepare for further market expansion, we
have roughly doubled annual production
capacity to 1 million units with the completion of
a new plant in Manaus, Brazil, in April 2008.
This should help to enhance operating
profitability by further expanding sales of Pioneer
products, which already account for a large
share of the Brazilian market.

Mexico is the second largest market in this
region after Brazil, but this market is already
maturing. Here, we are forging stronger ties with
prominent car audio installers and encouraging
them to design stores around Pioneer products.
These and other cooperative efforts are geared
toward increasing our share of this highly

@ New plant in Manaus, Brazil

The Car Electronics business is steadily growing sales
in Central and South America, supported by significant
growth in Brazil’s market. Pioneer’s current priorities
are to shift its center of gravity to value-added models
. in car audio products and bolster marketing activities
that raise customer satisfaction. By carrying out these

measures, we aim to drive further business expansion.

competitive market. Separately, we will also
actively develop business in developing markets
in Argentina and Colombia.

Reinforcing Brand Power

In Central and South America, the daily enjoyment
of music is part and parcel of the local culture.
There is strong demand for car audio products,
especially from younger people, and events such as
motor shows in various regions, and car sound
contests in which car owners compete in terms of
the sound quality of their car audio systems, attract
much attention. We are working to enhance the
image of our brands by actively participating in
these events and promoting the advantages of our
products. Efforts are also focused on enhancing our
website dedicated to sales promotions in order to
efficiently cover the vast Central and South
American region. In Brazil, communication activities
through Web magazines and newsletters, involving
the distribution of product information and
questionnaires, have enjoyed favorable support

from customers and retailers.

! N 3 078 1
. s { w=A
@ Designing stores in cooperation with car
audio installers



Car Electronics Markets in

Demand in the Indian, Middle Eastern and Southeast Asian
Car Audio Product Markets

We are striving to boost sales by leveraging our (Thousands of Units) Data: JEITA
network of sales bases and independent distributors 7,500¢ |
in the growing markets such as India and the Middle 5,000L |
East. We also seek to generate earnings in Southeast
Asia where demand is shifting to car AV products, 2,500 -
while responding accurately to market dynamics.
0 ‘06’07 08 09 10  (Calendar year)
India
Growth Continues in India in sales in fiscal 2008. This reflected growth in Middle East

In recent years, India has been experiencing
rapid motorization. New car sales reached
approximately 1.5 million units in 2007 and
growth is expected to continue. For these
reasons, combined with strong demand for
installing car audio products, India will remain
one of Pioneer’s most important markets going
forward. Car CD players and car speakers
currently make up the bulk of sales here, but we
plan to drive further earnings growth by putting
more emphasis on USB-compatible models and
car AV products such as car DVD players, for
which demand is increasing. We are also
actively participating in automotive events to
enhance our brand power.

The Middle East, Central Asia

and Africa

The Middle East was one region where our Car
Electronics business achieved its largest growth

@ Pioneer’s exhibit at Auto Expo 2008, one of India’s largest
international motor shows, which was held in New Delhi in
January 2008

. heast AS
local car audio product markets supported by Southeast Asia

sharply higher new car sales, and growing
demand for relatively highly priced models
provided a further boost. Pioneer has a powerful
local sales network made up of major
independent distributors, which has allowed us
to capture a large market share. In Central Asia
and South Africa, we aim to expand business by
conducting marketing activities closely linked to
local regions.

Southeast Asia and China

In Southeast Asia, demand in the car audio
product market is shifting to car AV products
such as car DVD players. For Pioneer, this
region continues to offer prospects for strong
sales. We plan to boost our market share and
sustain earnings by bolstering value-added
product sales. In China, because installation of
assembly line products in new cars is the main
market, we are focusing on expanding OEM
business, but we also plan to strengthen our
presence in consumer markets.

@ The DEH-3050UB USB-compatible car CD player
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Research and Development
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Pioneer believes that research and development (R&D) is a driving
force behind the creation of new markets, positioning it as a lifeline for
the continued existence and growth of enterprises. Pioneer is there-
fore actively engaged in all aspects of R&D, from basic research aimed
at realizing future new businesses to technology development aimed
at adding value to existing products.

In basic research, Pioneer focuses on fields where it can leverage
its business resources and technologies. The Company conducts
research in fields such as next-generation optical discs, organic light-
emitting diode (OLED) displays, next-generation memory devices as
well as audio/video structure analysis technology and image compres-
sion technology related to information and communications services.

In technology development for existing businesses, Pioneer’s
goals are to improve product functions and usability, while rapidly
bringing to market new technologies that will lead to new products.

Pioneer’s overseas research centers in the U.S., the U.K,, and
China develop technologies in line with the characteristics of each
region. Pioneer also actively participates in national research projects
and conducts joint research with universities and other companies.

Organic Dye BD-R and Metal Nitride with an organic dye recording layer. Because
BD-R Discs CD-R and DVD-R disc production technology
Pioneer has been focusing on developing tech- and production facilities can be converted to
nologies for popularizing write-once Blu-ray Discs organic dye BD-R production, we expect to be
(BD-R) as a new generation of optical recording able to realize BD-R disc media that can be
media following DVD-R and DVD-RW discs. offered at low prices. In April 2007, the Blu-ray
Through joint development with Mitsubishi Disc Association, an industry consortium respon-
Kagaku Media Co., Ltd., Pioneer has success- sible for establishing format standards, standard-
fully developed a commercial-grade BD-R disc ized a recording format compatible with organic

@ Prototype BD-R disc with an organic dye @ Pioneer is developing a disc drive product compatible with
recording layer BD-R discs with organic dye/metal nitride recording layers.
Shown here is a prototype displayed at CEATEC JAPAN* 2007.



@ R&D in next-generation optical discs

dye BD-R discs. As a result, a multitude of media
manufacturers are now expected to enter this
field with the view to achieving full-scale con-
sumer uptake of BD-R discs going forward.

Also in collaboration with Mitsubishi Kagaku
Media, Pioneer has successfully developed a
commercial-grade BD-R disc with a metal nitride
recording layer. Because this recording layer has
high information storage stability and low suscep-
tibility to power fluctuations and dispersion in the
drive’s recording laser, one advantage is that it
facilitates the development of discs with faster
data write speeds. Separately, because this
recording layer is a proprietary Pioneer technology,
we plan to license the use of this technology’s
basic patents to media manufacturers, with the
aim of playing a part in the development of BD-R
discs with outstanding recording performance.

Image Recognition Car Navigation
System

Recently, the automotive industry has been
equipping vehicles with rear-view and other video
cameras that monitor vehicle surroundings. In
response, Pioneer is conducting R&D focused on
new car navigation systems that combine tech-
nologies for analyzing images from these vehicle
cameras with navigation functions.

Pioneer exhibited an image recognition car
navigation system applying image analysis tech-
nologies that was well received at CEATEC
JAPAN* 2007 in October 2007. The system has
three primary functions: “Real View Navigation”
provides real-time video-based driving guidance
by recognizing traffic lights, road lines, signs and
other cues from a forward video camera; “Around
Monitor Navigation” warns the driver of dangers
by analyzing the movements of the driver’s
vehicle and adjacent traffic; and “Roadscape
Navigation” recognizes road scenery, and
suggests alternate routes when similar scenery
has continued along the current route. Based on
these three functions, the system provides greater
navigation convenience, enhanced driving safety
and new ways of enjoying driving.

Building on these and other technologies,
Pioneer aims to quickly commercialize automo-
tive devices that incorporate image-processing
technologies.

@ Real View Navigation screen-shot

* One of the largest international exhibitions in Asia featuring imaging, information and communications
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Corporate Citizenship
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Environmental Preservation Activities

Aiming to truly integrate business activities and environmental

preservation activities, Pioneer is making a group-wide effort to

reinforce measures such as reducing greenhouse gas emissions,

maintaining “zero emission*'” status and providing environmentally

friendly products.

Integrated ISO 14001 Certification
Environmental preservation activities have been
taking on increasing importance. In this context,
it is essential to pursue environmental manage-
ment in an effective and powerful manner to
enhance environmental performance.

In this process, strengthening environmental
governance within the Pioneer Group is an
important task. In August 2007, as the first step,
we integrated the ISO 14001 environmental
management systems of all business sites of the
parent company, Pioneer Corporation (Headquar-
ters, the Kawagoe and Kawasaki plants and the
Corporate Research and Development Laborato-
ries). With this integration process, Pioneer seeks
to promote activities designed to achieve its
environmental goals by establishing Plan, Do,
Check and Act (PDCA) cycles within a larger
framework, while effectively utilizing environmen-
tal management systems specific to each busi-
ness site. Going forward, Pioneer will extend the
integration process to all domestic group compa-
nies, followed by its overseas group companies.
We thus aim to further enhance the achieve-
ments of environmental preservation activities of
the Pioneer Group as a whole.

Pioneer Pure Malt Speaker Series
—Recycling Natural Materials

Pioneer Pure Malt Speakers, developed in col-
laboration with major brewer Suntory Limited,
are housed in speaker cabinets made from recy-
cled whiskey barrels used for aging whiskey for
more than 50 years. This special wood produces
a warm, rich and mellow sound quality. Since
their release in 1998, Pure Malt Speakers have
been acclaimed by society as a recycling initia-
tive and for their rich timbre. Another advantage
of this speaker series is that it uses whiskey
barrels that do not contain any formaldehyde,
reducing the emissions of volatile organic com-
pounds (VOCs), which are considered a cause of
“sick building syndrome*2.”

In recent years, Pioneer has launched the
Pure Malt series overseas with the S-A4SPT-
PM model and has expanded this series’ prod-
uct lineup mainly by adding audio racks made
from recycled whiskey barrels. In this manner,
Pioneer promotes environmental protection
through its products.

F—

@ Pure Malt Speakers S-A4SPT-PM

*1 Recycling of over 99% of facility-generated waste, thus bringing our landfill disposal to almost zero (Pioneer’s definition)
*2 Various allergic reactions caused by indoor air pollution due to VOCs, including eye and throat discomfort, headaches, and

poor concentration



Social Contribution Activities

Pioneer conducts social contribution activities in fields such as audio/

video, and educational support, by leveraging its own technologies

and expertise, with the aim of helping to realize a fulfilling and sustain-

able society.

“Listen through the Body” Concert for
the Hard of Hearing

Pioneer, using special vibrating chairs that con-
vert sounds into vibrations, holds performances
of the “Listen through the Body” Concert in
Japan and overseas, to bring the joy of music to
people who are hard of hearing.

@ ‘Listen through the Body” Concert in Shanghai, China

In September 2007, Pioneer received the
“Mecenat Award for Physical Acoustics” and the
“Readers’ Choice for Mecenat Award” at the
2007 Japan Mecenat Awards, which honors
outstanding support of arts and cultural activities.
Pioneer was recognized for using acoustics
technology developed in-house to steadily
expand its circle of activities, with operations led
mainly by employee volunteers and their families.
In March 2008, with local government backing,
Pioneer held its first “Listen through the Body”
Concert in China at a school for the hard of hear-
ing in Shanghai.

Pioneer plans to convey the joy of music to
an even broader audience by expanding its activ-
ities while continuing its programs in various
regions around the world.

Supporting Education Activities
Pioneer puts considerable effort into the active
support of education to pass its technology and
expertise as an electronics manufacturer on to
the next generation.

Pioneer Technology (Malaysia) Sdn. Bhd.

holds an annual Pioneer Mathematics Contest for

high school students to develop an awareness of
the importance of mathematics as the foundation
of electronics. The subsidiary has been working
with local education authorities to hold this con-
test every year since 1995. With the cumulative
number of participants now exceeding 15,000
students, the program’s social significance has
become widely recognized. For instance, the
contest participation certificate has become an
important document for students proceeding on
to higher education. At the annual contest held in
September 2007, approximately 1,000 students
from 33 schools participated, with the winning
schools being presented with Pioneer products,
such as DVD players.

Elsewhere, Pioneer North America, Inc. and
Pioneer Electronics Service, Inc. have been
conducting the Pioneer Academy educational
support program for local high school students
since 1994. This program offers a wide range
of activities, from classroom
educational support to tours of
Pioneer facilities. In fiscal 2008,
Pioneer Academy provided design
and craftsmanship guidance and
funding support for a team of
students participating in a
robot contest.

@ Pioneer Academy
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Corporate Governance
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Pioneer recognizes that strengthening corporate governance is of vital

importance to increasing corporate value.

Under the Company Law of Japan, Pioneer has elected to structure

its corporate governance system as a company with a board of corpo-

rate auditors, which has a statutory duty to monitor, review and report

on the administration of the affairs as well as the accounts of Pioneer.

The Board of Directors, which includes several outside directors,

decides on fundamental issues such as management policies and super-

vises the execution of business activities, while the Board of Corporate

Auditors audits the directors’ performance of their duties.

Based on this institutional structure, Pioneer has adopted an

executive officer system to expedite the execution of business activi-

ties and clarify the responsibilities for each business. Meanwhile,

aiming to enhance the transparency of decision making, Pioneer has

established a Group Executive Committee and voluntary advisory

committees to the Board of Directors.

Establishment of Group Executive
Committee

The Group Executive Committee, which was
formed to reinforce decision making, comprises
directors and executive officers chosen by the
Board of Directors and holds regular monthly
meetings. The Group Executive Committee,
under the supervision of the Board of Directors,
thoroughly discusses issues such as priorities for
advancing business activities, investment proj-
ects, group realignment, and group-wide man-
agement strategies, as well as medium- and
long-term policies, and either approves these
issues or in cases where the Board of Directors is
stipulated to have decision-making authority
reports on these issues to the Board of Directors.

Establishment of Three Advisory
Committees

Pioneer has voluntarily established the following
three advisory committees to the Board of
Directors, each chaired by an outside director:

the Nominating Committee, the Compensation
Committee, and the Special Committee. Their
goals are to enhance the supervision of the exe-
cution of business activities by outside directors,
improve management transparency and strengthen
corporate governance. These committees report
on the results of their deliberations to the Board
of Directors, and make related recommendations.
The Board of Directors discusses these reports
and their recommendations, giving due consider-
ation to their content.

Nominating Committee

This committee discusses issues such as the
election and dismissal of directors as well as the
election, dismissal, promotion and demotion of
executive officers.

Compensation Committee

This committee discusses issues such as basic
policies and systems for remuneration and
other benefits for directors and executive



Corporate Governance Structure (As of June 26, 2008)

General Meeting of Shareholders
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Business Divisions and Group Companies

“Rules of the Pioneer Group”

* “Pioneer Group Charter for Corporate Operations”
* “Pioneer Group Code of Conduct”

¢ Ensure proper business activities in accordance with “Basic Rules for
Crisis Controls,” “Basic Rules for Authority of Group Companies,” “Basic
Rules for Consolidated Internal Audit,” etc.

officers as well as individual evaluations and
compensation levels.

Special Committee

This committee will examine and discuss mea-
sures to deal with affairs that have a significant
impact on corporate value such as M&As, both
before and as they occur, from the standpoint of
legality, reasonableness, and appropriateness.

Systems for Ensuring Appropriate
Execution of Business
In addition to the corporate governance structure
explained above, we have formulated a set of
common, basic rules called the “Rules of the
Pioneer Group” for the entire Group, of which the
“Pioneer Group Charter for Corporate Opera-
tions” is foremost in importance. Efforts are
focused on ensuring the proper execution of
business activities throughout the Group in
accordance with these rules.

The “Rules of the Pioneer Group” position the
“Pioneer Group Charter for Corporate Operations”
and “Pioneer Group Code of Conduct” as

Business Ethics
Committee
(Chair: outside director)

decision-making and behavioral standards for the
Group’s directors, executive officers and employ-
ees. Furthermore, Pioneer has established a Busi-
ness Ethics Committee chaired by an outside
director to ensure legal compliance by the Group’s
directors, executive officers and employees, as well
as thorough observance of the “Pioneer Group
Code of Conduct.” We have also established an
internal reporting system called the “Business
Ethics Hotline.” All reports received by this hotline
are dealt with in good faith. Furthermore, based on
the “Basic Rules for Crisis Controls,” we have
established a crisis control structure for the Pioneer
Group and strive to ensure proper responses in the
event of a crisis. We have also formulated the
“Basic Rules for Authority of Group Companies” to
clarify authority, responsibility, and approval proce-
dures with respect to decision making on impor-
tant matters for each Group company. In addition,
the Audit Division, Pioneer’s internal auditing unit,
performs audits of business activities in accor-
dance with the “Basic Rules for Consolidated
Internal Audit” to ensure compliance with laws and
internal regulations by Group companies.
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Management

(As of June 26, 2008)

Directors

=y

Tamihiko Sudo Hajime Ishizuka Akira Haeno

President and Executive Vice President and Representative Director Senior Managing Director and Representative Director

Representative Director In charge of Corporate Management Group and Corporate General Manager of Mobile Entertainment Business Group
Planning Division, and export management in general and in charge of Procurement Group

"

Satoshi Matsumoto Hideki Okayasu Susumu Kotani

Managing Director Managing Director Managing Director
In charge of Quality Control Division General Manager of Finance and Accounting Division, General Manager of Home Entertainment Business Group
and Creative Sound & Voice Division and Chief Financial Officer

Masanori Koshoubu Shunichi Sato Koichi Ueda

Managing Director Director Director
General Manager of Research & Development Group and Professor at Meiji Law School and Attorney-at-Law

General Manager of Technology Development Center

Corporate Auditors

Py,

Michiyoshi Ogawa Keiichi Nishikido Shinichi Yamada
Corporate Auditor (full time) Corporate Auditor Corporate Auditor
Attorney-at-Law Certified Public Accountant

Senior Executive Officers
Masao Kawabata Yoshio Taniyama Yoichi Sato Haruyuki Inohana Toshiyuki Ito
Seiichiro Matsuki Tatsuo Takeuchi

Executive Officers
Sumitaka Matsumura Keniji Sato Keiichi Yamauchi Kazumi Kuriyama Masanori Kurosaki
Hiroyuki Mineta Takashige Nakano Yasuhiko Danjo Gen Inoshita Harumitsu Saito

Notes: 1. Messrs. Shunichi Sato and Koichi Ueda are outside directors pursuant to the Company Law of Japan.
2. Messrs. Keiichi Nishikido and Shinichi Yamada are outside corporate auditors pursuant to the Company Law of Japan.
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Five-Year Summary of Operations

Pioneer Corporation and Subsidiaries
Years ended March 31

Yen U.S. Dollars
In millions of yen and thousands of U.S. dollars 2004 2005 2006 2007 2008 2008
Operating revenue:
Net sales ¥672,928 ¥700,805 ¥746,424 ¥792,441 ¥772,478 $7,724,780
Royalty revenue 11,821 10,237 8,540 4,661 1,999 19,990
Total operating revenue 684,749 711,042 754,964 797,102 774,477 7,744,770
Income (loss) from continuing operations 19,464 (10,112) (85,758) (9,536) (17,992) (179,920)
Income from discontinued operations, net of tax 5,374 1,323 772 2,775 - -
Net income (loss) ¥ 24,838 ¥ (8,789) ¥(84,986) ¥ (6,761) ¥(17,992) $ (179,920)
Basic net income (loss) per share of common stock (yen):
Income (loss) from continuing operations ¥110.95 ¥(57.65) ¥(491.66) ¥(54.67) ¥(98.23) $(0.98)
Income from discontinued operations, net of tax 30.63 7.54 4.43 15.91 - -
Net income (loss) 141.58 (50.11) (487.23) (38.76) (98.23) (0.98)
Diluted net income (loss) per share of common stock (yen):
Income (loss) from continuing operations 110.09 (57.65)  (491.66) (54.67) (98.23) (0.98)
Income from discontinued operations, net of tax 30.43 7.54 4.43 15.91 - -
Net income (loss) 140.52 (50.11)  (487.23) (38.76) (98.23) (0.98)
Cash dividends per share declared (yen) ¥ 25.00 ¥25.00 ¥ 10.00 ¥ 10.00 ¥ 7.50 $0.08
Capital expenditures ¥ 57,978 ¥ 63,866 ¥ 40,325 ¥ 41,932 ¥ 41,989 $ 419,890
Depreciation and amortization 41,047 46,990 46,703 41,127 33,309 333,090
Research and development expenses 51,449 55,858 63,442 59,222 59,395 593,950
Total assets 722,542 725,167 678,046 635,474 576,116 5,761,160
Borrowings:
Short-term borrowings and
current portion of long-term debt 27,837 52,428 30,370 18,605 28,484 284,840
Long-term debt 89,691 81,219 92,970 86,015 72,041 720,410
Total borrowings 117,528 133,647 123,340 104,620 100,525 1,005,250
Common stock 49,049 49,049 49,049 49,049 69,824 698,240
Shareholders’ equity ¥332,038 ¥332,239 ¥273,250 ¥268,116 ¥247,395 $2,473,950
Return on assets (%) 3.6 (1.2 (12.1) (1.0) (3.0)
Return on equity (%) 7.6 (2.6) (28.1) (2.5 (7.0)
Weighted-average number of shares
outstanding (in thousands) 175,433 175,389 174,426 174,419 183,159
Diluted average number of shares
outstanding (in thousands) 176,609 175,389 174,426 174,419 183,159
Number of shares issued (in thousands) 180,064 180,064 180,064 180,064 210,064
Number of employees 32,5626 33,409 38,826 37,622 42,775

Notes: 1. The U.S. dollar amounts in this report represent translation of Japanese yen, for convenience only, at the rate of ¥100=US$1.00, the approximate
current rate prevailing on March 31, 2008.

2. Basic net income (loss) per share of common stock has been computed based on the weighted-average number of shares outstanding during each
fiscal year. Diluted net income (loss) per share of common stock has been computed on the basis that all dilutive warrants and stock options were
exercised. See Note 23 of notes to consolidated financial statements.

3. Return on assets represents net income (loss) as a percentage of average total assets. Return on equity represents net income (loss) as a percentage
of average shareholders’ equity.

4. In fiscal 2004 the Company sold subsidiaries in the audio/video software business, in fiscal 2006 sold a subsidiary engaged in the development of
cable TV software, and in fiscal 2007 sold subsidiaries involved in the electronic components business. As a result, the operating results of these
subsidiaries and the gain on the sales are presented as income from discontinued operations in the consolidated statements of operations in accor-
dance with Statement of Financial Accounting Standards No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets.” Corresponding
figures for the previous fiscal years have been reclassified accordingly. See Note 5 of notes to consolidated financial statements.

5. In fiscal 2006, the Company changed the standard for counting the number of employees. Contract employees with contract period of less than one
year and temporary employees, previously included in the number of employees, have been excluded. Previously reported numbers have been
adjusted accordingly.
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Financial Review

Year ended March 31, 2008, compared
with year ended March 31, 2007

Results of Operations

Operating revenue

Net sales amounted to ¥772.5 billion, a 2.5% decrease from
fiscal 2007. Sales in Japan were ¥215.6 billion, down 7.7%
from fiscal 2007, and overseas sales decreased 0.4% to
¥556.8 billion. Royalty revenue decreased 57.1% from fiscal
2007 to ¥2.0 billion.

Car Electronics sales increased 4.5% year on year to
¥373.9 billion due to higher sales of both car navigation
systems and car audio products. In car navigation systems,
consumer-market sales were mostly the same as in the previ-
ous fiscal year, while OEM (original equipment manufacturing)
sales increased in North America. In car audio products,
consumer-market sales increased in Central and South
America, but decreased in North America due to market
contraction, while OEM sales rose in Japan, China and North
America. Total OEM sales in this segment accounted for
approximately 39% of Car Electronics sales in fiscal 2008,
compared with approximately 36% in the previous year. In
terms of geographic sales, sales in Japan were ¥126.4 billion,
largely unchanged from fiscal 2007. In Japan, sales of OEM
car audio products increased, but sales of car navigation
systems decreased. Overseas sales increased 6.9% year on

year to ¥247.5 billion, mainly due to increased sales of OEM
car navigation systems in North America and OEM car audio
products in China and North America.

Home Electronics sales decreased 8.8% year on year to
¥329.5 billion. Plasma display sales declined due to a drop in
sales volume mainly in North America and Europe. Plasma
display sales accounted for approximately 40% of Home
Electronics sales, compared with approximately 49% in the
previous fiscal year. Sales of DVD drives and Blu-ray Disc-related
devices rose, while sales of DVD recorders fell. In terms of
geographic sales, sales in Japan declined 21.4% to ¥46.3 billion,
due to decreased sales of DVD recorders and plasma displays.
Overseas sales decreased 6.4% to ¥283.2 billion, due to
decreased sales of plasma displays and DVD recorders, despite
increased sales of DVD drives and Blu-ray Disc-related devices.

Royalty revenue from Patent Licensing decreased 57.1%
year on year to ¥2.0 billion. This decrease was attributable to
the impact of the expiration of some patents licensed to the
optical disc industry.

Others sales decreased 5.5% year on year to ¥69.1
billion. This mainly reflected lower sales of factory automation
(FA) systems and business-use AV systems. In terms of

Operating Revenue by Geographic Market
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geographic sales, sales in Japan decreased 11.3% to ¥43.0
billion due to decreased sales of FA systems and business-use
AV systems. Overseas sales increased 5.8% to ¥26.1 billion.

Other income

Other income includes interest income, gain on sale of fixed
assets and others. Gain on sale of fixed assets increased from
¥1.2 billion to ¥12.4 billion, due to the sale of all land and
buildings at the Tokorozawa Plant and some at the Omori
Plant. While interest income increased from ¥5.9 billion to ¥6.5
billion, others decreased from ¥2.3 billion to ¥2.0 billion.

Cost and expenses

Cost of sales decreased to ¥601.9 billion from fiscal 2007’s
¥614.4 billion. Cost of sales for fiscal 2008 represented 77.7%
of operating revenue, up by 0.6 percentage points from 77.1%
for fiscal 2007. This increase in cost of sales ratio is primarily
due to worsened profitability of plasma displays, reflecting
intensified price competition.

Selling, general and administrative (“SGA”) expenses
decreased by ¥8.5 billion to ¥161.7 billion from fiscal 2007’s
¥170.2 billion. This decrease is chiefly due to the decrease of
patent fees and the effect of general cost saving efforts.

R&D expenses, which are included in cost of sales and SGA
expenses, increased 0.3% to ¥59.4 billion, representing 7.7% of
operating revenue. R&D expenses are mostly spent for activities
to enhance our technological advantage in our strategic products
such as car navigation systems and plasma displays.

Loss on sale and disposal of fixed assets decreased by
¥0.7 billion. This decrease was mainly attributable to losses
recorded in fiscal 2007 for disposal of software.

Other deductions increased slightly from ¥25.5 billion to
¥25.8 billion. During fiscal 2007 and 2008, we reviewed the
production facilities for plasma displays and DVD-related prod-
ucts because of a decline in profitability. As a result of the
review, impairment losses of ¥20.4 billion in assets for plasma
displays and ¥2.3 billion in those for DVD-related products
were recognized in fiscal 2007, as the excess of the carrying
value of the asset group over the estimated fair value of the
asset group. In fiscal 2008, impairment losses of ¥22.2 billion
in assets for plasma displays and ¥1.1 billion in those for DVD-
related products were recognized.

Income (loss) from continuing operations before
income taxes

As a result of factors discussed previously, we posted ¥3.4
billion income before income taxes in fiscal 2008, compared
with a loss of ¥7.7 billion in fiscal 2007.

Income taxes

In fiscal 2008, the provision for income taxes was ¥21.3 billion
against ¥3.4 billion income before income taxes. The relation-
ship between income before taxes and tax expense was dis-
torted primarily due to a valuation allowance set up for
deferred tax assets of the parent company and certain subsid-
iaries which posted losses.

Minority interest in earnings of subsidiaries
Minority interest in earnings of subsidiaries amounted to ¥0.3
billion in fiscal 2008 compared with ¥0.4 billion in fiscal 2007.

Equity in earnings of affiliated companies
Equity in earnings of affiliated companies was ¥0.1 billion in
fiscal 2008, compared with ¥0.3 billion in fiscal 2007.

Income from discontinued operations, net of tax

In fiscal 2007, we sold subsidiaries involved in the electronic
components business. As a result, the operating results of
these subsidiaries and the gain on the sale are presented as
income from discontinued operations. Income from discontin-
ued operations, net of tax, for fiscal 2007 was ¥2.8 billion.
There was no such income in fiscal 2008.

Net loss

Net loss in fiscal 2008 was ¥18.0 billion, compared with a net
loss of ¥6.8 billion posted in fiscal 2007. Net loss per share of
common stock in fiscal 2008 was ¥98.23, compared with net
loss per share of ¥38.76 in fiscal 2007.
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Liquidity and Capital Resources

Cash flows

Net cash provided by operating activities in fiscal 2008 was
¥22.0 billion. This was primarily due to adjustments for non-
cash expenses, such as depreciation and amortization of
¥33.3 billion, impairment losses of ¥23.3 billion on long-lived
assets, and deferred income taxes of ¥13.3 billion. These
outweighed the following factors reducing cash: a net loss of
¥18.0 billion, a decrease in accrued liabilities of ¥12.3 billion
and a gain on sale and disposal of fixed assets, net of ¥11.7
billion, for which we received most of the cash proceeds as a
deposit from the buyer in fiscal 2007.

Net cash used in investing activities was ¥72.4 billion. This
reflected capital expenditures of ¥42.0 billion, mainly related to
the Car Electronics business and the newly established
Kawasaki Plant, as well as ¥19.8 billion for the purchase of
Sharp Corporation shares as part of the business and capital
alliance with Sharp. Additionally, ¥14.7 billion was paid for
additional investments in subsidiaries, mainly for making
Tohoku Pioneer Corporation a wholly owned subsidiary.

Net cash provided by financing activities was ¥35.9 billion,
largely attributable to the proceeds of ¥41.4 billion from a
third-party allotment of newly issued Pioneer shares to Sharp.

As a result of these activities and the effect of changes in
exchange rates on cash and cash equivalents of overseas
subsidiaries, cash and cash equivalents decreased by ¥20.6
billion to ¥81.2 billion at the end of fiscal 2008, from ¥101.8
billion at the end of fiscal 2007.

The alliance with Sharp provided net cash of ¥21.6 billion,
after offsetting the aforementioned purchase of Sharp shares
against the above proceeds from the third-party allotment of
newly issued Pioneer shares to Sharp.
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Capital requirements

Our requirements for operating capital are primarily for the
purchase of raw materials and parts for manufacturing our
products. Also, operating expenses, including manufacturing
expenses and SGA expenses, require a substantial amount of
operating capital. Payroll and payroll-benefits, and marketing
expenses, such as those for advertising and sales promotion,
account for a significant portion of operating expenses. Our
expenditure for R&D is included in various operating expenses,
and payroll for R&D-related personnel accounts for a substan-
tial portion of R&D expenses.

We believe that our ability to generate positive operating
cash flows and liquidity discussed in the following financial
management section provides sufficient resources to fund
future operating capital requirements and capital expenditures.



Financial management

At present, funds required for operating capital and capital
expenditures are generally financed through internally gener-
ated cash and debt or equity financing. With regard to debt
financing, short-term debt financing with maturities of one year
or less is utilized to fund operating capital requirements. Short-
term borrowing is generally arranged locally by each consoli-
dated subsidiary based on its capital requirements. At March
31, 2008, short-term borrowings of ¥14.8 billion were princi-
pally in Japanese yen. On the other hand, financing of long-
term funding requirements such as investments in production
facilities through debt and equity securities markets is
arranged in Japan, and long-term borrowing from financial
institutions is arranged locally by each consolidated subsidiary.
At March 31, 2008, substantially all of the long-term debt of
¥85.7 billion, including the portion due within one year, was
comprised of ¥60.9 billion of zero coupon convertible bonds
due 2011 including ¥0.9 billion unamortized issue premium,
¥10.0 billion of unsecured bonds due 2008, and capital lease
obligations and other loans arranged locally.

We believe we have sufficient resources to fund future
requirements for operating capital and for capital expenditures
with uncommitted and unused credit lines of ¥271.2 billion to
sustain the growth of Pioneer. Also, the parent company and
its four subsidiaries in Japan and China entered into a three-
year global credit facility agreement for the amount of ¥70.0
billion, which includes a ¥59.0 billion unused portion included
in the above unused credit lines, effective from May 2005.
After this agreement was terminated, the parent company
entered into a one-year revolving credit facility agreement for
the amount of ¥70.0 billion, effective from May 2008. This will
ensure that the parent company has an efficient and stable
financing source for its operational funding needs.

Contractual obligations and

off-balance sheet arrangements

The following summarizes our contractual obligations at March
31, 2008:

Billions of Yen

Payment Due by Period
Less than 1-3 3-6 More than

Total 1year years years 5 years
Contractual obligations:

Long-term debt ¥84.8 ¥13.7 ¥66.5 ¥4.6 -
Operating leases 9.5 31 33 1.6 ¥1.5
Purchase commitment ~ 33.6  33.6 - - -
Interest payments 2.1 09 10 02 -

Contribution to defined
benefit plans 6.9 6.9 - - -

Notes: 1. Total long-term debt of ¥84.8 billion does not include a ¥0.9 billion
unamortized issue premium on convertible bonds.

2. Long-term debt includes capital lease obligations.

3. The amount that we will contribute under our defined pension
plans is based on a number of factors, primarily rate of salary
increase and the number of employees. As such, we have esti-
mated the amount of such contribution for the year ending
March 31, 2009 but not for the years thereafter.

The ¥33.6 billion purchase commitment outstanding at
March 31, 2008 was for raw materials, property, plant and
equipment and advertising. This included a part of our ¥35.0
billion capital expenditures planned for fiscal 2009.
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We have the following accounts receivable securiti-
zation programs.

In the United States of America, we have established
PUSA Receivables Funding Corporation, a wholly owned,
bankruptcy-remote, special-purpose entity and established an
accounts receivable securitization program of eligible trade
accounts receivable. A bankruptcy-remote subsidiary is a
company that has been structured so as to make it highly
unlikely that it would be drawn into a bankruptcy of any
Pioneer Group companies. Through this program, we can
securitize and sell, without recourse, on a revolving basis, an
undivided interest up to US$100 million in that pool of receiv-
ables to third-party conduits owned by a bank. These securitiza-
tion transactions are accounted for as sales in accordance with
SFAS No. 140, “Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities,” because we
have surrendered control over the receivables. We sold a total of
¥14.7 billion of receivables under this program in fiscal 2008.

In Japan and foreign countries, we set up several
accounts receivable sale programs of eligible trade accounts
receivable. Through these programs, we can sell receivables,
without recourse, to financial institutions. These transactions
are accounted for as sales in accordance with SFAS No. 140,
because we have surrendered control over the receivables. We
sold a total of ¥18.3 billion of receivables under these pro-
grams in fiscal 2008.

We utilize these programs to diversify our options to
increase the flexibility of our cash flow management. Therefore,
our cash flow management would not be critically effected
without these programs.
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Segment Information

The following segment information is prepared pursuant to the regulations under the Financial Instruments and Exchange Law of

Japan and is not in accordance with accounting principles generally accepted in the United States.

Business segments

Millions of Yen

Car Home Patent Corporate and
Year ended March 31, 2008 Electronics Electronics Licensing Others Total Eliminations ~ Consolidated
Operating revenue:
Unaffiliated customers ¥373,883 ¥329,530 ¥1,099 ¥ 69,065 ¥774,477 - ¥774,477
Inter-segment 2,002 670 617 32,936 36,225 ¥ (36,225) -
Total 375,885 330,200 2,616 102,001 810,702 (36,225) 774,477
Operating income (loss) 26,154 (17,968) 1,591 161 9,938 969 10,907
|dentifiable assets 199,878 165,562 1,257 74,489 441,186 134,930 576,116
Depreciation and amortization 13,894 8,148 99 7,446 29,587 3,722 33,309
Capital expenditures
(additions to fixed assets) ¥ 18,515 ¥ 10,158 ¥ 1 ¥ 6,076 ¥ 34,750 ¥ 3,777 ¥ 38,527
Millions of Yen
Car Home Patent Corporate and
Year ended March 31, 2007 Electronics Electronics Licensing Others Total Eliminations ~ Consolidated
Operating revenue:
Unaffiliated customers ¥357,809  ¥361,510 ¥4,661 ¥ 73,122  ¥797,102 - ¥797,102
Inter-segment 1,993 647 762 34,454 37,856 ¥ (37,856) -
Total 359,802 362,157 5,423 107,576 834,958 (87,856) 797,102
Operating income (loss) 22,116 (15,814) 3,924 2,453 12,679 (192) 12,487
Identifiable assets 187,558 158,538 464 80,074 426,634 208,840 635,474
Depreciation and amortization 11,671 15,647 126 7,704 35,148 5,979 41,127
Capital expenditures
(additions to fixed assets) ¥ 14576 ¥ 23,285 ¥ 89 ¥ 6,574 ¥ 44524 ¥ 3,327 ¥ 47,851

Notes: 1. Operating income (loss) is presented as operating revenue less cost of sales and selling, general and administrative expenses, in accordance with
accounting practices generally accepted in Japan.

2. In fiscal 2008, the Company classified telephones in “Others,” which were previously included in “Home Electronics.” Previously reported figures have

been reclassified to conform to this presentation.
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Geographic segments

Millions of Yen

North Other Corporate and
Year ended March 31, 2008 Japan America Europe Regions Total Eliminations  Consolidated
Operating revenue:
Unaffiliated customers ¥278,243 ¥179,393 ¥166,905 ¥149,936 ¥ 774,477 - ¥774,477
Inter-area 352,153 5,504 437 241,397 599,491  ¥(599,491) -
Total 630,396 184,897 167,342 391,333 1,373,968 (599,491) 774,477
Operating income (loss) (6,375) 640 1,082 14,221 9,568 1,339 10,907
Identifiable assets 233,927 34,303 66,719 122,284 457,233 118,883 576,116
Depreciation and amortization 16,622 1,812 1,551 9,602 29,587 3,722 33,309
Capital expenditures
(additions to fixed assets) ¥ 18,660 ¥ 1,439 ¥ 777 ¥ 13,874 ¥ 34,750 ¥ 3,777 ¥ 38,527
Millions of Yen
North Other Corporate and
Year ended March 31, 2007 Japan America Europe Regions Total Eliminations ~ Consolidated
Operating revenue:
Unaffiliated customers ¥276,034 ¥203,198 ¥179,730 ¥138,140 ¥ 797,102 - ¥797,102
Inter-area 356,696 5,716 308 212,291 575,011  ¥(575,011) -
Total 632,730 208,914 180,038 350,431 1,372,113 (575,011) 797,102
Operating income (loss) (941) 423 4,945 6,580 11,007 1,480 12,487
Identifiable assets 225,645 48,327 73,520 125,809 473,301 162,173 635,474
Depreciation and amortization 23,972 2,079 1,822 7,275 35,148 5,979 41,127
Capital expenditures
(additions to fixed assets) ¥ 29,632 ¥ 1,857 ¥ 1,032 ¥ 12,003 ¥ 44,524 ¥ 3,327 ¥ 47,851

Notes: 1. Geographic segment information is based on the location of the parent company and its subsidiaries.
2. Operating income (loss) is presented as operating revenue less cost of sales and selling, general and administrative expenses, in accordance with
accounting practices generally accepted in Japan.
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Quarterly Information (Unaudited)

Pioneer Corporation and Subsidiaries

In millions of yen except per share
information and share prices

Year ended March 31, 2007

Year ended March 31, 2008

1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.
Revenues and other income:
Operating revenue:
Net sales ¥190,415 ¥188,143 ¥214,252 ¥199,631 ¥182,534 ¥200,212 ¥210,891 ¥178,841
Royalty revenue 1,261 500 349 2,551 107 308 148 1,436
Total operating revenue 191,676 188,643 214,601 202,182 182,641 200,520 211,039 180,277
Other income 1,804 2,097 3,031 2,442 16,121 977 1,805 2,054
Total revenues and other income 193,480 190,740 217,632 204,624 198,762 201,497 212,844 182,331
Cost and expenses 185,476 186,120 212,151 230,446 182,577 200,037 205,224 204,162
Income (loss) from continuing
operations before income taxes 8,004 4,620 5,481 (25,822) 16,185 1,460 7,620 (21,831)
Income taxes 2,744 3,470 2,634 (7,090) 3,651 3,927 5,929 7,749
Minority interest in losses
(earnings) of subsidiaries 246 (245) (4086) 1 (92) (46) (63) (105)
Equity in earnings (losses) of
affiliated companies 40 (18) 5) 326 (111) 118 60 69
Income (loss) from continuing
operations 5,546 887 2,436 (18