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HIGHLIGHTS 

For the years ended October 31 

(Thousands of U.S. Dollars) 

1965 1964 1963 

NET SALES: 

Domestic $43,303 $44,694 $40,720 

Export 59,528 47,933 36,433 

Total 102,831 92,627 77,153 

NET INCOME $4,633 $4,083 $2,953 

Per American Depositary Share* 

85.8¢ 75.6¢ 56.1¢ 

NUMBER OF EMPLOYEES 

7,101 6,871 6,564 

* Each American Depositary Share represents ten 
shares of Common Stock. Per share amounts are 
based on the average number of shares outstanding 
during each period, adjusted for all stock 
splits and stock distributions. 



TO OUR SHAREHOLDERS: 

Sony's consolidated business results for the 
fiscal year ended October 31, 1965 showed an 11 percent 

increase in net sales and a 13 percent increase in net 
income over the previous fiscal year. This favorable 
business result was achieved in the face of the extremely 
severe Japanese economic conditions. A remarkable 24 

percent increase in export sales over the previous fiscal 
year easily made up the 3 percent decrease in domestic 
sales. Export sales, which accounted for 58 percent of 

net sales, increased in every major market over the 
previous fiscal year with a 57 percent increase in the 
European markets and a 26 percent increase in the U. S. 

markets. Domestic sales accounted for 42 percent of net 

sales. 

Cash dividends amounting to 17.3¢ per ADS wer~ 
paid to ADR holders of record as of October 31, 1965 in 

respect of the six months of operations ended that date. 
Total cash dividends of 34.6¢ were paid in respect of 

each ADS for this fiscal year. 

Sales of tape recorders increased 11 percent 
over the previous fiscal year, and accounted for 34 

percent of net sales. For years Sony's superior quality 

tape recorders, including new stereophonic sets and a 
series of Sony-matic models with completely automatic 



recording volume control, have steadily been opening new 

markets and bringing in new customers. There was an 

over-all sales increase in tape recorders over the 

previous fiscal year in the respective export markets--

Europe 113 percent, Asia 17 percent, United States 10 

percent and others 15 percent; the domestic market 

remained at the level of the previous fiscal year. 

Sales of transistor radios increased 3 percent 

over the previous fiscal year, accounting for 25 percent 

of net sales. Sony's constant research and development 

activities to manufacture and sell high quality products 

such as various new FM sets and FM stereo adaptors have 

resulted in the recent recovery of sales volume and has 

enabled Sony to maintain the leading position in this 

industry in spite of the intensified and increased 

competition. 

Sales of transistor TV receivers increased 8 

percent over the previous fiscal year, and accounted for 

22 percent of net sales. Sales increased 33 percent in 

the U. S. market in this fiscal year over the previous 

fiscal year showing U. S. market acceptance of transis

torization and personalization of TV receivers. With 

the coming of the transistor TV age, Sony reduced during 

this fiscal year the retail prices of its existing models 

reflecting lower manufacturing and sales costs. It also 

added a greater variety to its line of models by marketing 
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a new 19" model in the Japanese market. The management 

believes that these developments will further strengthen 

Sony's leadership in the transistor TV industry. 

Sales of video tape recorders, though still 

small in their contribution to net sales, increased 

62 percent over the previous fiscal year. Sales of 
industrial video tape recorders in the United States have 
been expanding into Government, educational and various 

other fields in addition to the air entertainment field. 

In August 1965 Sony started to sell in Japan 

and in the U. S. a new, low-priced--under 1,000 dollars 

in the U. S. --fully transistorized home-use video tape 
recorder (VTR) called the Sony home Videocorder 

(Model CV-2000), thus being the first in the world to 

merchandise such a home-use VTR with a rotating head 

system which allows tape speed to operate as low as an 

ordinary audio tape recorder. This newest major 

breakthrough in magnetic recording techniques for home 

use VTR features easy operation similar to that of an 

ordinary audio tape recorder, and is ideal for recording 
family activities, such as barbecues, swim sessions, golf 

swing practices, children's games, parties, weddings 

etc. It can also be used in sports, education and 

entertainment by recording programs of instruction for 

repeated play back. Sony is concentrating its 

manufacturing efforts to catch up with the large demand 

3 



for this product. The management expects that this 

product will contribute substantially to Sony's business 

in the future. 

Also in August 1965 Sony started the sales of 

a three-gun, 19-inch Chromatron Color TV receiver in the 

Japanese market. Sony became the first company in the 

world to manufacture and sell color TV receivers using 

the Chromatron tube on a commercial basis. They have 

been favorably accepted because of their brightness 

of the picture. 

Continuous research and development activity 

is the main driving force of Sony. The management is 

determined to exert all of its efforts on improving 

and broadening the lines of existing products and on 

developing new techniques and products for the future. 

January 31, 1966 

Sincerely yours, 

Masaru Ibuka 
President 

~L---
Akio Morita 
Executive Vice President 



PRicE WATERHousE & Go. 

To the Stockholders and 
Bo~rd of Directors of 

Sony Corporation (Sony Kabushiki Kaisha) 

BEMPAKU BHINKO BUILDING 

3:5, SHIBA KOTOHIRACHO 

MINATO·KU, TOKYO 

January 14, 1966 

In our opinion, the accompanying consolidated balance 

sheet and tbe related consolidated statement of income and retained 

earnings present fairly the financial position of Sony Corporation 

(Sony Kabushiki Kaisha) and its consolidated subsidiaries at October 

31, 1965 and the results of their operations for the year then ended: 

in conformity with generally accepted accounting principles applied 

on a basis consistent with that of the precedin~ year. Our examina-

tion of these statements was made in accordance with generally 

accepted auditing standards and accordingly included such tests of 

the accounting records and such other auditing procedures as we 

considered necessary in the circumstances. 
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Assets 

CURRENT ASSETS: 
Cash (Note 5) 
Time deposits, available within 

one year 
Marketable securities, at cost 

which approximates market 
Notes and accounts receivable, 

trade (Note 5) 
Allowance for doubtful accounts 
Inventories (Note 3) 
Prepaid expenses and other 

current assets 
Total current assets 

INVESTMENTS AND ADVANCES, at cost 
or less: 
Associated companies 
Time deposits pledged as 

security for payment of 
commodity tax and loans 

Others 

PROPERTY. PLANT AND EQUIPMENT, 
at cost (Notes 4 and 5): 
Land 
Buildings 
Machinery and equipment 
Construction in progress 

Less - Accumulated depreciation 

OTHER ASSETS 
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S 0 N Y c 0 I: 

In 
millions 
of yen 

(Sony Kabus 

AND CONSOLIDATE 

CONSOLIDATED 

Translation 
into thousands 
of U.S. dollars 

(Note 1) 
0 c t o b e r 3 1 

¥ 4' 508 

4,333 

1,725 

8,202 
183) ( 

10,260 

711 
29,556 

158 

87 
1,623 
1,868 

¥ 3,958 

3,660 

15 

8,732 
254) ( 

10,091 

623 
26,825 

95 

74 
1,465 
1.634 

$ 12,522 

12,036 

4,792 

22' 783 
508) ( 

28,500 

1,975 
82,100 

439 

242 
4,508 
5,189 

$ 10,994 

10,167 

42 

24,256 
706) 

28,030 

1,731 
74,514 

206 
4,069 
4, 539 

2,327 2,248 6,464 6,244 
6,937 6,493 19,269 18,036 
5,276 4,498 14,656 12,494 
2,208 1,203 6,133 3,342 

16,748 14,442 46,522 40,116 
4.432 3,488 12,311 9,689 

12,316 10,954 34,211 30,427 

~1~.0~9~5--~1~,~09~4~--~3~,~0~42~--~3~,039 

¥44,835 ¥40,507 $124,542 $112,519 



0 R A T I 0 N 

Kaisha) 

iUBSIDIARIES 

,NCE SHEET 

In 
millions 

of yen 

Translation 
into thousands 
of U.S. dollars 

(Note 1) 
Octo be r 3 1 

Liabilities 

CURRENT LIABILITIES: 
Bank loans (Note 5) 
Current portion of long-term debt 
Notes payable, trade 
Accounts payable, trade 
Notes payable, construction 
Notes and accounts payable, 

associated companies 
Accrued income and other taxes 
Other accounts payable and 

accrued liabilities 
Dividends payable 

Total current liabilities 

LONG-TERM DEBT (Note 5) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 6) 

ESTIMATED FUTURE INCOME TAXES 
(Note 7) 

STOCKHOLDERS' EQUITY: 
Common stock ¥50 par value: 

Authorized - 160,000,000 shares 
Issued 54,000,000 shares 

Capital in excess of par value 
Legal reserve (Note B) 
Retained earnings appropriated for 

special allowances (Note 7) 
Retained earnings 

¥14,949 
1,493 
4,358 
1,599 

298 

1,621 
1,146 

2,264 
340 

28,068 

3,638 

604 

688 

2,700 
4' 527 

610 

68$ 
3,312 

11 , 837 

COMMITMENTS AND CONTINGENT LIABILITIES 
(Note 9) 

¥13,724 
1,073 
4,573 
1,610 

648 

952 
780 

1,829 
340 

25,529 

3,211 

494 

429 

2,700 
4, 527 

541 

429 
2,647 

10,844 

¥44.$35 ¥40,507 

i 

$ 41,525 
4,147 

12,105 
4,442 

828 

4,503 
3,183 

6,289 
945 

77,967 

10,106 

1,678 

1,911 

7,500 
12,575 
1,694 

1,911 
9,200 

32,880 

$ 38,122 
2,9~1 

12,703 
4,472 
1,800 

2,644 
2,167 

5,081 
945 

70,915 

8,919 

1,372 

1,191 

7,500 
12,575 

1,503 

1,191 
7,353 

30,122 

$124,542 $112,519 



S 0 N Y C 0 R P 0 R A T I 0 N 

(Sony Kabushiki Kaisha) 

AND CONSOLIDAT~D SUBSIDIARIES 

CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 

Sales and other income: 
Net sales: 

Domestic 
Export 

Miscellaneous income 

Cost and expenses: 
Cost of sales 
Selling, general &nd 

administrative 
Interest 
Other 

Income before income taxes 

Taxes on income (Note 7): 
Current 
Estimated future 

Net income 

Retained earnings: 
Balance, beginning of period 
Cash dividends applicable to 

earnings for the period, at 
¥12.5 (3.5i) per share 

Appropriations for special 
allow&nces, net of estimated 
future taxes (Note 7) 

Transfer to legal reserve 
(Note 8) 

Balance, end of period 

Depreciation included in cost 
and expenses 
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In millions 
of yen 

Year ended 
1965 1964 

¥15 '589 ¥16,090 
21:4~0 17:256 
37,019 33,346 

653 672 
~7:6?2 34:018 

23,524 21,152 

8,900 8,520 
1,345 1,165 

293 248 
~4:062 31:085 

3:610 2:933 

1,683 1,308 
259 155 

1:942 1:463 

1,668 1,470 

2,647 2,077 

675 )( 675) ( 

259) ( 155)( 

69) ( 70) ( 

¥ 32312 ¥ 2.647 

¥ 1.092 ¥ 935 

Translation 
into thousands 

of U. s. 
dollars (Note 1) 
October 31 

1965 l9b4 

$ 43,303 $44,694 
59:528 47:933 

102,831 92,627 
1:814 1:867 

104:645 94.494 

65,345 58,756 

24,722 
3,736 

814 

23,667 
3,236 

688 
94:617 86:~47 

10:028 8:147 

4,675 3,634 
720 430 

5::295 4:064 

4,633 4,083 

7,353 5,769 

1,875)( 1,875) 

720) ( 430) 

191) ( 194) 

$ 9,200 $ 7.;25) 

$ 3.033 $ 2. 597 



S 0 N Y C 0 R P 0 R A T I 0 N 

(Sony Kabushiki Kaisha) 

AND CONSOLIDATED SUBSIDIARIES 

NOTES TO FINANCIAL STATEMENTS 

1 - U. S. DOLLAR AMOUNTS: 

The U.S. dollar amounts are included solely for convenience 
and are stated, as a matter of arithmetical computation only, at the 
rate of ¥360 equals U.S.$1, the official parity rate. These transla
tions should n6t be construed as representations that tte Japanese yen 
amounts actually represent, or have been or could be converted into, 
U.S. dollars. 

2- PRINCIPLES OF CONSOLIDATION: 

The consolidated financial statements include the accounts 
of the parent company and its totally held subsidiary companies; The 
parent company's equity in the net assets of its consolidated subsid
iary companies exceeds its investment therein by ¥337 million ($9)6 
thousand) at October 31, 1965. 

The foreign currency accounts of consolidated foreign 
subsidiary companies were translated into Japanese yen at rates 
approximating prevailing quoted rates of exchange. 

3 - INVENTORIES: 

Inventories at October 31, 1965 comprise the following: 

Finished products 
Work in process 
Raw materials a~d 

purchased components 

Yen 
(millions) 

¥ 6,973 
1,749 

11538 

¥10.260 

Dollars 
(thousands) 

$19 '370 
4,sse 

4.272 

$281500 

Inventories are valued at cost, not in excess of market, 
generally on a "first-in, first-out" basis except that cost of ravJ 
materials and purchased components is determined on a moving average 
basis. 
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4 - PROPERTY. PLANT A~lD EQUIP.r·1ENT: 

Depreciation of property, plant and eq~ipment is computed 
on the declining balance method at rates based on estimated useful 
·lives of the assets according to general class. type of constr~ction 
and use. It is not practicable, because of the wide varieties of 
properties within each major class, to list the individual rates used; 
the overall effective rates for the year ended October 31, 1965 were 
6.7% on buildings and 13.2% on machinery and equipment. 

5 - BANK LOANS AND LONG- TERI'·1 BEDT: 

Bank loans of ¥14,949 million ($~1,525 thcusand) are 
represented by short-term notes, generally 60 :.o 150 days, and bearing 
interest, principally at 4.2% to 6.9% per annum. Certain of these 
loans are secured by a pledge of notes receivable aggregating ¥2,540 
million ($7,056 thousand) and demand bank deposits of ¥11 million ($31 
tho~sand), the latter representing collections on notes previously 
pledged and pending substitution o~ additional nctes receivable. Short
term notes are generally issued ~o tanks under written basic agreements 
which provide, with respect to all present or future loans with such 
banks, that collateral or g~arantors will be furnished upon the bank!s 
request and that any collateral furnished, pursuant to such agreements 
or otherwise, will be applicable to all indebtedness to such banks. 

Long-term loans payable at October 31, 1965, representing 
obligations principally to banks and insurance companies, comprise the 
follm-ving: 

Secured by mortgages on property, 
pla~t and equipment: 
9.1% loans, maturing serially 

1966 to 1970 
9.5% loans, maturing serially 

1966 to 1970 
9.9% loans, maturing serially 

1966 to 1970 
6.5% - 8.7% loans, maturing 

serially 1966 to 1998 

Not se c~red : 
5.5% loans, maturing serially 

1966 to 1968 
9.9% loans, maturing serially 

1966 to 1968 
6.5% - 9.5% loans, maturing 

serially 1966 to 1998 

Less - Portion due within one year 

10 

Yen Dollars 
(millions) (thousands) 

¥1,933 

1,072 

770 

204 

720 

284 

14o 
5,131 
1.49:2 

¥3!638 

$ 5 '369 

2,978 

2,139 

567 

2,000 

789 

411 
14,253 

42147 

$10.106 



6 - LIABILITY FOR SEVERANCE INDE~lliiTIES: 

Employees severing their connection with the company are 
entitled, under most circumstances, to lump-sum indemnities based on 
current rate of pay and length of service. With few exceptions, the 
minimum payment is an amount based on voluntary retirement; income 
tax regulations permit a deduction, generally speaking, equal to only 
50% of the periodic accrual for such minimum payments plus actual pay
ments in excess of the allowed provision. In many cases, employees 
receive significant additional benefits because of conditions such as 
involuntary retirement, death, etc. 

The annual provision for employee's severance indemnities is 
sufficient to state the liability account at 100% of the amount which 
would be required if all employees voluntarily retired at the end of 
such period. The future tax benefit of the non-deductible portion of 
such accrual is estimated to be sufficient to cover the estimated 
severance indemnities that will be paid in excess of those based on 
voluntary retirement. 

With respect to directors and officers, the company provides 
for lump-sum severance indemnities on a basis which is similar to that 
used for employees. While the company has no legal obligation, it is a 
customary practice in Japan to make lump-sum payments to a director or 
officer upon retire~ent. The company is of the opinion that its annual 
provision is being made on a reasonable basis and is adequate tomake such 
future payments as may be approved by the shareholders. 

The charf-e to income for severance indemnities was ¥152 
million ($422 thousand) for the year ended October 31, 1965 and ¥171 
million ($475 thousand) for the year ended October 31, 1964. 

7 - INCOME TAX, AND RETAINED EARNINGS 
APPROPRIATED FOR SPECIAL ALLOWANCES : 

The company is subject to a number of different income taxes, 
which, in the aggregate, indicate an effective tax rate of approxi
mately 50%. 

The tax re~ulations, however, include a limitation on the 
amount of the deduction for severance indemnities and stioulate various 
tax c~edit~, one of which is a credit against the corpora~ion tax equal 
to 11% (12~ prior to April l, 1965) of dividends paid (as defined) from 
earnin~s of the period. 

The company is permitted to deduct for income tax purposes, 
if recorded on the books, certain special allowances which are not 
required for financial accounting purposes. As the effect of the 
soecial allowances is a deferral of income taxes, th~ company has 
providec, as estimated income taxes payable in future periods, an amount 
eauivalent to the current tax reduction resulting from the deduction 
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of the special allowances. As the special allowances must be recorded 
in the books of account in full, the remaining portion of such allow
ances is set forth in the accompanying financial statements as appro
priations of retained earnings for special allowances. 

$ - LEGAL RESERVE: 

The only change in the legal reserve during the year was 
the appropriation required under the Japanese Commercial Code. No 
further appropriation (presently a minimum of 10% of dividends paid) 
is required when the legal reserve equals 25% of capital. 

9 - CO~~ITMENTS AND CONTINGENT LIABILITIES: 

Commitments outstanding at October 31, 1965 for the purchase 
of property, plant and equipment amoun~ed to approximately ¥1,631 
million ($4,531 thousand). 

Annual rentals on leases expiring more than three years 
after October 31, 1965 aggregate approximately ¥114 million ($317 
thousand). 

Contingent liabilities at October 31, 1965 for notes dis
counted and guarantees given in the ordinary course of business 
approximate ¥1,000 million ($2,778 thousand). Two law suits and a 
tax assessment are pending against the company or its subsidiaries. 
In the opinion of management, such suits and the assessment (all of 
which are being contested) are without merit and, if decided adversel~ 
will not involve sums considered material to the consolidated financial 
position or operating results. 
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