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HIGHLIGHTS
For the years ended October 31

Thousands of U.S. dollars)
( except per share amounts

1971

1970

$ 289,481

$ 226, 727

Export

340,341

257,601

Total.

629,822

484,328

Income before income taxes .

77,614

59,464

Income taxes

37,254

27,279

Net income .

40,360

32,185

. 80

. 65

Net sales :
Domestic

Per Depositary Share.

Note : 1

Each Depositary Share represents 2 shares of Common Stock.
Per share amounts are based on the average number of shares outstanding
during each period, adjusted for all stock distributions.

2

Translations into U.S. dollar amounts were made at the rate of ¥308=U.S.$ 1,
the official parity rate effective from December 20, 1971, as described in Note 1
of Notes to Consolidated Financial Statements.
The amounts previously reported
for fiscal 1970 have been restated to reflect the same rate as used in the current
fiscal year.

TO THE HOLDERS OF SONY DEPOSITARY SHARES:
SONY continued its excellent growth during the
fiscal year ended October 31, 1971 and achieved
record results in its consolidated net sales and
net income. This was accomplished despite
adverse economic conditions, partly attributable
to the international business recession and
monetary disturbance. The very high demand
for the company's TRINITRON Color TV sets
substantially contributed to SONY's increase in
both sales and earnings.
Masaru lbuka
Chairman

Akio Morita
President

The consolidated net sales for fiscal
1971 were $629,822,000, an increase of 30 percent
above the $484,328,000 of net sales for fiscal1970. The consolidated net income for fiscal
1971 was $40,360,000, an increase of 25 percent above the $32,185,000 of net income for
fiscal1970. Earnings per Depositary Share (each Depositary Share represents 2 shares of
Common Stock), adjusted for the free distribution of one new share for each four shares
effected May 1, 1971, were 80 cents compared with 65 cents for fiscal 1970.
Domestic sales during fiscal 1971 exceeded the previous fiscal year by 28
percent and accounted for 46 percent of net sales. Export sales during fiscal 1971
continued to show outstanding growth and increased 32 percent above the prevrous
fiscal year and accounted for 54 percent of net sales. Net sales also increased in every
foreign market: the U.S.A. 33 percent, Europe 51 percent and Asia (except for the
Japanese market) 17 percent.
Because of this excellent performance, SONY was able to pay cash dividends
amounting to 4.5 cents per Depositary Share for the six months of operations ended
October 31, 1971 to holders of SONY Depositary Shares of record as of that date. Thus,
total cash dividends of 8.6 cents were paid for each Depositary Share in fiscal 1971.
In December 1971, construction of a new plant was commenced in San Diego,
California, U.S.A. It initially will be utilized for the assembly of TRINITRON Color TV
sets. Thus, management's many years of careful deliberation concerning the construction
of a SONY manufacturing facility in the U.S. A. will be realized in May 1972 when
the plant's operations are scheduled to begin. The initial production target for this plant
will be 5,000 color TV sets per month and will gradually increase to 20,000 sets per
month. The plant will contain approximately 140,000 square feet of manufacturing floor
space and will be constructed in a manner to allow for future expansion. It will be
owned and operated by the company's wholly-owned subsidiary, SONY Corporation of
America.

The SONY Color Videocassette Player, through the utilization of any standard
TV set, will permit hearing and viewing pre-recorded programs of anyone's choice at
any time. SONY's Videocassette Player has attracted world-wide public attention since
its development by the company in October 1969. In October 1971, it was introduced
into the Japanese market under the name SONY "U-matic" Color Videocassette Player.
This player has enjoyed wide acceptance in the market and the company has a large
backlog of orders. An increase in production is currently being implemented. The
company has recently introduced into the Japanese market the SONY "U-matic" Color
Videocassette Recorder, which in addition to playback also offers recording facilities. These
two products are in the process of being introduced into the U. S. market.
In September 1971, SONY and Minnesota Mining and Manufacturing Company
(3M) of the U.S.A. entered into a cross patent license agreement involving the
manufacture and sale of magnetic tape and recording equipment. The agreement permits
SONY to manufacture and sell the 3M "High Energy" magnetic tape and 3M to
manufacture and sell the SONY "U-matic" Videocassette equipment. 3M's choice of the
company's equipment is expected to help promote a rapid spread of the SONY "U-matic"
Videocassette equipment. In addition, Time Inc. has agreed to make available all of
its video programs for the SONY "U-matic" Color Videocassette system. During this
fiscal year SONY introduced a Total System of Color Videocassettes, including a player,
a master video tape recorder, a mass printing system and a Single Pick-up Tube type
Color Video Camera.
In September 1971, SONY announced that it had succeeded in developing a
new semiconductor device, the SONY Memory Transistor for practical use which is
non-volatile and electrically alterable. This new memory transistor with read-write-erase
capabilities will open a new field of
semiconductor devices and permit
a wide range of applications not
only for electronic computers, but
also for communication equipment,
electronic measuring apparatus and
other electronic products.
In September 1971,
SONY opened its showroom on
Champs-Elysees Avenue in Paris,
France. SONY is the first Japanese
firm in Paris to have a showroom
for the display of its products. In
November 1971, the company's new

Rendering of the new SONY plant being constructed
in Sa n Diego , California, U.S.A.

showroom at 714 Fifth A venue
in New York was opened and this
new showroom nearly triples the
display floor space of its former
showroom in New York.
These
showrooms, together with the
SONY showroom on the Ginza in
Tokyo, are located in the most
prestigious areas in the world and
afford millions of people an opportunity to see almost all SONY
products in actual operation.

Sales of TRINITRON
Color TV sets increased 76 percent
over the previous fiscal year and accounted for 33 percent of net sales. The demand for the
company's TRINITRON Color TV sets in both the Japanese and overseas markets has been
extremely high and is attributable to its excellent sharpness, color brightness and high
quality. Despite its operation at full production capacity, SONY was unable to produce
enough color TV sets to meet market demands. A number of new products were placed
in the market during this fiscal year, including 9-inch and 15-inch sets in the Japanese
market and 17-inch sets in the U.S. A. and Canadian markets. Following the introduction
of a 12-inch model in the United Kingdom and France during this fiscal year, the sale of
the same size model was begun in the latter part of 1971 in other countries of the European
market, namely, Holland, Switzerland, Sweden, Norway, Finland and Denmark. A 12-inch
model was newly marketed in Hong Kong during this fiscal year. The company is now
making every possible effort to further increase the production of its TRINITRON Color
TV sets in order to meet with the expansion of the market and growing demand.
SONY's new showroom on Champs-Elysees Avenue, Paris, France.

Sales of tape recorders increased 25 percent over the previous fiscal year and
accounted for 22 percent of net sales. SONY's cassette tape recorder/ radio combination units,
cassette stereo tape recorders and professional quality 3-motor, 3-head stereo tape recorders
One of the new models marketed during
have had good reception in the market.
this fiscal year was the stereo cassette tape recorder featuring an automatic reverse system
and a closed-loop dual-capstan drive system. The use of the latter system in a cassette
tape recorder is an engineering breakthrough of major importance. Further emphasis is
being placed on developing and marketing higher quality products in this line.
Sales of video tape recorders, Hi-Fi components, electronic calculators, and audio
and video recording tapes increased 19 percent over the previous fiscal year and

accounted for 18 percent of net sales. All these product lines with the exception of
electronic calculators showed good sales increases. Sales of video tape recorders including
the SONY "U-matic" Color Videocassette Player, recorded a 21 percent increase, Hi-Fi
components a 22 percent increase and audio and video recording tapes a 33 percent increase.
SONY is keeping pace with the increasing popularity and applications of its
video tape recorders in the commercial, financial, educational and scientific fields.
This is reflected by the fine increases in sales volume during this fiscal year. In
December 1971 SONY G.m.b.H. (a wholly-owned subsidiary of SONY Overseas S. A.) in
West Germany received a large order from the German Savings and Exchange Bank
Association amounting to approximately 650 sets mainly model CV-2100ACE. With the
introduction of SONY "U-matic" Color Videocassette equipment, this product line will
continue to enjoy further growth in the future.
Because of its excellent quality, the company's Hi-Fi product line has enjoyed
excellent acceptance in the world market. One of these products is the compatible
stereo quadraphonic abbreviated "SQ" sound system, jointly developed by SONY and
Columbia Broadcasting System, Inc. The marketing of SQ System equipment was recently
commenced in both Japan and the U.S.A. and it is anticipated that it will be introduced
into the European market in the near futur~.
The company's line of small-size
electronic SOBAX calculators was expanded
with the addition of new models incorporating
superior performance and high reliability.
Two new models were introduced into the
market during this fiscal year. One is a
portable SOBAX having a useful built-in
magnetic card reader and programming
capabilities. By attaching the company's
printer on this model, every step of
calculations or program contents can be printed
out. The other is a new compact model
employing a newly developed flat display tube,
which not only improves legibility but
provides a multidigit display with greatly
reduced thickness.
Sales of radios decreased slightly
below the previous fiscal year and accounted
for 10 percent of net sales. The company's

SONY's new showroom at 714 Fifth A venue,
New York, U.S.A.

wide variety of unique and advanced radios have met every demand on the world
market. Among these models are included such multiband models as the superb 13-band
portable model which puts the whole world within its reach, the digital clock radios
and the integrated circuit (IC) radios. Plans to strengthen SONY's leadership in the
higher quality models are being strongly pursued.
Sales of black-and-white TV sets decreased 6 percent below the previous fiscal
year and accounted for 6 percent of net sales. Sales of all SONY TV sets including
TRINITRON Color TV sets increased 56 percent over the previous fiscal year. The
company has been the originator of so much advanced TV technology in this field that its
black-and-white TV sets have won the confidence of the public throughout the world
since the company first marketed the smallest TV set 10 years ago.
During this fiscal year the company introduced into the world market a new
cassette-type business machine for dictating and transcribing. This machine is a
reflection of SONY's long years of experience in magnetic recording techniques. Because
of its remarkably versatile ·functions, its acceptance in the market continues to be very
good.
In May 1971, three of the company's plants in Japan were reorganized by the
formation of the following wholly-owned subsidiaries: SONY Corporation of Sendai, SONY
The Sendai plant is for
Corporation of Inazawa and SONY Corporation of Ichinomiya.
the production of audio and video recording tapes and ferrite products. The Inazawa
plant is for the production of TRINITRON Color TV picture tubes. The Ichinomiya
plant is for TRINITRON Color TV set assembly. This has been done in order to increase
the efficiency of SONY's management control. In February 1971 the company incorporated
two other new wholly-owned subsidiaries in Japan: SONY Video System Inc. for the sale
of video equipment and related products and SONY Business Machine Inc. for the sale
of electronic calculators and related products. Outside of Japan, the SONY Distribution
Centre (Europe) N.V., a wholly-owned subsidiary of SONY Overseas S.A. , was incorporated
in June 1971 in Utrecht, Holland in order to permit faster and more complete distribution
This is the company's third
of SONY products throughout the European region.
distribution center in overseas markets. The other two overseas distribution centers
are located in Compton, California and Moonachie, New Jersey in the U.S.A.
The company listed its American Depositary Shares on the Pacific Coast Stock
Exchange on June 11, 1971 and its Hong Kong Depositary Shares on the Hong Kong Stock
Exchange on August 24, 1971. The company's securities have been listed on the New
York Stock Exchange since September 1970 and on the London and Amsterdam Stock
Exchanges since October 1970.

Mr. Masaru Ibuka was appointed as Chairman of the Board and Mr. Akio
Morita as President of the company at the Board of Directors' meeting held on June 29,
1971. At the shareholders' meeting held on the same day 2 outside directors were
elected: Mr. Kiichiro Satoh, Director and Consultant of the Mitsui Bank, Ltd. and Mr.
Yugo Naruse, Chairman of the Board of the Daiichi Mutual Fire and Marine
Insurance Company.
Fiscal 1971 was a year in which SONY accomplished the necessary preparatory
work for future growth and took advantage of the opportunity to prove its great strength
even under adverse business conditions. In order to meet future challenges and changes,
management is firmly determined to operate the company in a manner which will provide
it with both maximum effectiveness and flexibility.
Sincerely yours,

Masaru Ibuka
Chairman

Akio Morita
President

January 21,

1972

SONY CORPORATION
(Sony Kabushiki Kaisha)
CONSOLIDATED TEN-YEAR SUMMARY

1971

1970

1969

$ 289, 481

$ 226,727

$ 149,078

340,341

257,601

204,620

629,822

484,328

353,698

77,614

59,464

51,262

Income taxes. .

37,254

27,279

23,071

..

40,360

32,185

28,191

. 80

. 65

. 58

18,136

16, 192

9,367

58,496

48, 377

37,558

634,549

520,169

396,016

188,867

152, 932

93,854

3. 74

3.09

1. 93

16,615

15,081

13,542

Net sales :
Domestic..

. ..

Export.

...

Total .

...

Income before income taxes

Net income

Per Depositary Share
Depreciation . .

... . .

Cash flow (net income plus depreciation) .

..

Total assets .
Shareholders' equity
Per Depositary Share
Employees.
Note: 1

2

. . ..

....

Each Depositary Share represents 2 shares of Common Stock.
Per share amounts are based on the average number of shares outstanding
during each period, adjusted for all stock distributions.
Translations into U.S. dollar amounts were made at the rate of ¥ 308=U.S.$ 1,
the official parity rate effective from December 20, 1971, as described in Note 1
of Notes to Consolidated Financial Statements. The amounts previously reported
for fiscal 1970 and prior fiscal years have been restated to reflect the same
rate as used in the current fiscal year.

(Thousands of U.S. dollars except per share amounts)

1968

1967

. 97,909

$ 78,906

$ 61,562

$ 50,614

$ 52,240

$ 47,594

$ 44,692

133,302

110,714

90,841

69,578

56,026

42,584

29,857

231,211

189,620

152,403

120,192

108,266

90,178

74,549

26,218

25,471

17,903

11,552

9,364

5,315

5,945

11,549

11,571

8,679

6,075

4,659

1, 821

1, 935

14,669

13,900

9,224

5,477

4,705

3,494

4,010

.30

. 29

.19

. 11

.10

. 07

. 09

6,854

5,406

4,276

3,545

3,036

3,211

2,247

21,523

19,306

13,500

9,022

7,741 '

6,705

6,257

251,666

191,036

174,747

146,744

132,623

120,315

87,620

68,818

57,305

46,036

39,442

36,156

33,643

26,403

1. 42

1.18

.95

. 81

. 74

. 71

. 58

10,617

9,073

8,100

7,101

6,871

6,564

5,651

')

1966

1965

1964

1963

1962

SONY CORPORATION
(Sony Kabushiki Kaisha)
CONSOLIDATED BALANCE SHEET

In millions
of yen
0 c t
1970
1971

0

Translation into
thousands of U.S.
dollars {Note 1~
b e r
3 1
1970
1971
(restated)

CURRENT ASSETS:
Cash (Note 6)
Time deposits, available within
one year
Marketable securities, at cost
which approximates market
Notes and accounts receivable,
trade (Note 6)
Allowance for doubtful accounts
Inventories (Notes 3 and 6)
Prepaid expenses and other
current assets
Accumulated income tax prepayments
Total current assets

INVESTMENTS AND ADVANCES, at cost
or less:
Associated companies (Note 4)
Others

PROPERTY, PLANT AND EQUIPMENT,
at cost (Notes 5 and 6):
Land
Buildings
Machinery and equipment
Construction in progress
Less - Accumulated depreciation

OTHER ASSETS

49~825

$ 37,636

7, 727

24,627

25,088

2,875

55,198

9,334

¥ 15,346

¥ 11,592

7,585
17,001
42 ,fi7l
1 , 751)(
51,642

33,274
1 '7.20)
48,992

$

108,032
138 '542
5,685)(
3;961)
167,1)69
159,065

3,913
52431
1412838

4,975
42837
113 2052

12,70.5
172633
4602514

16,153
152705
3672052

1' 673
92874
1L547

1,410
32191
42601

5,432
322058
372490

4,578
102360
142938

9,306
24,141
21,574
629
55,650
172450
382200

8,566
23,435
21,004
973
53,978
152450
382528

30,214
78,380
70,045
22042
180,681
562655
1242026

27,811
7 6,088
68,195
32159
175,253
502162
1252091

32856

42031

122519

132088

¥1952441

¥1602212

$6342549

$5202169

LIABILITIES

Translation into
In millions
thousands of U.S.
of yen
dollars (Note 1)
0 c t o b e r
3 1
1971
1970
1971
1970
(restated)

CURRENT LIABILITIES:
Bank loans (Note 6)
Current portion of long-term debt
Notes payable, trade
Accounts payable, trade
Notes payable, construction
Notes and accounts payable,
associated companies
Accru e d income and other ta xes
Other accounts payable and
accrued liabilities (Note 2)
Dividends payable
Total current liabilities

¥ 54,879
865

¥ 51,593
689
21,272
7,249
1,740

$178,179
2,808
95,695
28,821
3, 607

$167,510
2,237
69,065
?.3,536
5, 649

8,015

3,005
4,756

4,273
26,023

15,4L~2

18 ; 24 l
761

10,504
608

59,224
2,471
401,1Ql

34' 104
1,974
329,273

LONG-TERM DEBT (Note 6)

2,757

2,826

8,951

9,175

LIABILITY FOR SEVERANCE INDEMNITIES
(Note 7)

4, 733

3, 946

15,367

12,812

ACCUMULATED INCOME TAX REDUCTIONS
(Note 8)

6,241

4, 921

20,263

15,977

29,47L~

8,877
1 'lll

1,316

9,756

STOCKHOLDERS' EQUITY:
Common stock ¥50 par value (Note 9) Authorized - 160,000,000 shares
Issued 1970- 80,760,000 shares
1971 - 100,950,000 shares
Capital in excess of par value (Note 9)
Legal reserve (Note 10)
Retained earnings appropriated for
special allowances (Note 8)
Retained earnings

13,110

4,038
12,789
976

16,390
38,243
3,630

41,523
3,169

9,391
30,835
581171

7,314
21,986
47,103

30,491
1001 113
188,867

23,747
71,383
152,932

¥195,441

¥160,212

$634,549

$520,169

5,048
11,779
1,118

COMMITMENTS AND CONTINGENT LIABILITIES
(Note 11)

SONY CORPORATION
(Sony Kabushiki Kaisha)
CONSOLIDATED STATEMENT OF INCOME
AND RETAINED EARNINGS

Sales and other income:
Net sales Domestic
Export
Operating revenue and miscellaneous
incume
Costs and expenses:
Cost of sales
Selling, general and administrative
Interest
Other
Income before income taxes
Income taxes (Note 8):
Current
Deferred, arising from book-tax
timing differences
Net income (per share: 1971 -¥123.1 or
40.0 i; 1970-¥100.1 or 32.5i) (Note 9)
Retained earnings :
Balance, beginning of period
As previously reported
Addition to reflect change in translation rate to U.S. dollars (Note 1)
As adjusted
Cash dividends applicable to earnings
for the period(per share: 1971-¥13.5
or 4 . 4i; 1970-¥12.0 or 3.9i) (Note 9)
Appropriations for special allowances,
net of estimated future taxes (Note 8)
Transfer to legal reserve (Note 10)
Expenses of common stock offering,
less related income taxes (Note 9)

Translation into
In millions
thousands of U.S.
of yen
dollars {Note 12
Year ended October 31
1971
1970
1971
1970
(restated)
¥ 89,160
1041825
193,985

¥ 69,832
791341
149,173

$289,481
3401341
629,822

$226,727
2571601
484,328

31512
1971497

21498
1511671

lll402
6411224

81110
4921438

126,282
42,206
3,815
11289
1731592

97,563
32,150
3, ll8
525
1331356

410,007
137,032
12,386
41185
5631610

316,763
104,383
10,123
11705
4321974

231905

181315

771614

591464

10,748

7,129

34,896

23,146

726
lll4 74

11273
81402

21358
371254

41133
271279

12,431

9, 913

40,360

32,185

21,986

16,474
61,072

45,762

1013ll
711383

71725
531487

1,363)(

1,189)(

4,425)(

3,860)

2,077)(
142)(

2,958)(
126)(

6, 744)(
461)(

9,604)
409)
416)

128)

Balance, end of period

¥ 301835

¥ 2L986

$1001ll3

$ 7L383

Depreciation included in
costs and expenses

¥51586

¥41987

$181136

$161192

SONY CORPORATION
(Sony Kabushiki Kaisha)
CONSOLIDATED STATEMENT OF CHANGES
IN FINANCIAL POSITION
Translation into
In millions
thousands of U.S.
of yen
dollars (Note 1)
Year ended October 31
1971
....!.2l..L
19 7 0
Financial resources were provided by:
Net incane
Add income charges not affecting
working capital Depreciation
Provision for severance indemnities
Loss on disposal of fixed assets
Deferred income taxes (long-term)
Working capital provided by operations
for the period
Proceeds from sales of fixed assets
Increase in long-term debt
Decrease in other assets
Sale of common stock - Public offering
Total
Financial resources were used for:
Increase in investments and advances
Additions to fixed assets
Increase in other assets
Reduction in long-term debt
Payment for severance indemnities
Expenses of common stock offering
Cash dividends
Total

¥12,431

¥ 9,913

$40,360

$32,185

5,586
1,103
612
~

4,987
1,106
238
2.z.lQQ

18,136
3,581
1,987
4,286

16,192
3,591
773
~

21,052
428
796
17 5

18,544
194
702

68,350
1,390
2,585
569

60,208
630
2,279

22,451

9,600
29,040

72,894

31,169
94,286

648
13,103
ll7
689
155
128

22,552
20,448

~
15,788

~

16,029

4,425
51,260

2,104
42,542
380
2,237
504
416
~
52,043

Increase in working capital

¥ 6,663

¥13,0ll

$21,634

$42,243

Analysis of changes in working capital
Increase (decrease) in current assets:
Cash and time deposits
Marketable securities
Notes and accounts receivable
Inventories
Prepaid expenses, accumulated income
tax prepayments and other

¥ 3,612
14,126
8,866
2,650

¥ 6,864
974
9,946
8,556

$ll, 728
45,864
28,786
8,604

$22,286
3,162
32,292
27,779

Increase (decrease) in current liabilities:
Bank loans
Current portion of long-term debt
Notes and accounts payable
Accrued income and other taxes
Other accounts payable and accrued liabilities
Dividends payable
Net increase

6,946
6,298
865
316

468)
28,786

3,450
29,790

3,286
176
7,512
3,259
7,737
153
22,123

18,822
323
3, 181)
400)
1,095
120
16,779

¥ 6,663

¥13, Oll

2,809
1,026

(~)

93,462

ll, 202
96,721

10,669
571
24,390
10,581
25,120
497
71,828

6l,lll
1,049
10,329)
1,298)
3,555
390
54,478

$21,634

$42,243

SONY CORPORATION
(Sony Kabushiki Kaisha)
NOTES TO FINANCIAL STATEMENTS

1 - U.S . DOLLAR AMOUNTS
U, S.

dollar amounts

are included

solely for convenience.

translations should not be construed as representations that

the

These

yen amounts

actually represent, or have been or could be converted into, U.S. dollars.
Prior to August 28, 1971,
official parity rate of ¥360
for convenience only,

=

the yen was quoted approximately at the

U. S.$1 and this rate was used in prior years,

in translating the yen amounts

into U.S . dollars for

financial statement purposes.
On August

28,

1971,

the Japanese Government permitted the yen to

float against the U.S. dollar .

On December 20, 1971, the new parity rate of

the yen to the dollar was set at ¥308
dollars

are for convenience only,

U.S.$1.

=

As the amounts shown in U.S.

and are not intended to be computed in

accordance with generally accepted translation procedures, the rate of ¥308

=

U.S . $1 has been used for the purpose of presentation of the U. S . dollar amounts
in the accompanying statements .

The amounts previously reported for 1970 have

been restated to reflect the same rate used in the current year .
sales and net

As a result,

income for 1970 and net worth as at October 31, 1970 in U.S.

dollars are $69,959 thousand, $4,649 thousand and $22,090 thousand, respectively,
in excess of that previously reported .

2 - PRINCIPLES OF CONSOLIDATION
The consolidated financial

statements include

the accounts of the

parent company and (with minor exceptions) those of its wholly-owned subsidiary
companies.

The parent company ' s equity

in the net assets of its consolidated

subsidiary companies exceeds its investment therein by ¥8,331 million- $27,049
thousand (¥6,645 million- $21,575 thousand at October 31, 1970) .

The

foreign currency accounts

companies were translated

of consolidated foreign subsidiary

into yen at appropriate

rates of exchange.

The

resulting translation gain aggregating ¥1,509 million at October 31, 1971 has
been deferred and included under "Other accounts payable and accrued liabilities"
in the accompanying balance sheet.

3 - INVENTORIES
Inventories comprise the following:

Yen
(millions)
October 31
1970
1971
Finished products
Work in process
Raw materials and
purchased components

Inventories
product costs

Dollars
~thousands)

October 31
1971
1970

¥37,608
7, 710

¥36,343
6,967

$122,104
25,033

$117,997
22,620

6,324

5,682

20,532

18,448

¥~

¥~

$167,669

$159,065

are valued at cost,

not in excess of market.

Finished

are determined on "first-in, first-out" and "average" basis and

other categories are determined on the basis of average cost.

4 - INVESTMENTS AND ADVANCES - ASSOCIATED COMPANIES
The investments in and advances to associated companies include the
carrying value (at cost) of capital shares of unconsolidated subsidiary companies
amounting to ¥646 million - $2,097 thousand (¥402 million - $1,305 thousand at
October 31, 1970) .

At October 31, 1971 and 1970, the company's equity in the net

assets of the unconsolidated subsidiary

companies as

shown by their financial

statements approximates the carrying value of its investment therein.
The investments in and advances to associated companies also include
the acquisition cost of capital shares of fifty-percent owned companies amounting to ¥438 million - $1,422 thousand (¥470 million - $1,526 thousand at October

31, 1970) .

The company's equity in the net assets

of

the fifty-percent owned

companies as shown by their financial statements exceeds its investment therein
by approximately ¥739 million - $2,399 thousand (¥492 million - $1,597 thousand
at October 31, 1970) .

5 - PROPERTY, PLANT AND EQUIPMENT
Depreciation

of

property,

plant

and equipment

is

computed by the

declining balance method at rates based on estimated useful lives of the assets
according to general class, type of construction 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, 1971 were 7.1% (7.8% for 1970) on buildings and 18.3% (19.0% for 1970) on
machinery and equipment .

6 - BANK LOANS AND LONG-TERM DEBT
Bank loans of ¥54,879 million- $178,179 thousand (¥51,593 million$167,510 thousand at

October 31 ,

1970)

are

represented

short-term notes and acceptances payable, generally
interest, principally at 5 . 5% to 8 . 9% per annum .

60

to

substantially

by

180 days, bearing

Short - term

f'Otes

of

¥140

million - $455 thousand (¥140 million - $455 thousand at October 31, 1970) are
secured by a pledge of notes receivable aggregating ¥187 mi1lion - $607 thousand
(¥143 million - $464 thousand at October 31, 1970) .

Under the terms of general

security agreements relating to certain acceptances payable aggregating ¥18,015
million- $58,490 thousand (¥15,553 million- $50,497

thousand

1970) ,

in inventory,

the

lending

banks

retain a security inte:rest

receivable and amounts on deposit with such banks.
erally issued to banks

under written basic

at

October 31,
accounts

Short-term notes are gen-

agreements which provide, with

respect to all present or future loans with such banks, that collateral (including sums on deposit with such banks) or guarantors 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

debt,

representing obligations

principally

to

banks · and

insurance companies, comprises the following:

Yen

Dollars
(thousands)
October 31
1971
1970

(millions)
October 31

1971-1970
--- --Loans, due 1971 to 1998 with
interest ranging from 6 . 5% to 8 . 5%:
Secured by mortgages on property,
plant and equipment
Not secured
Less - Portion due within one year
Guarantee deposits received

¥3,223
84
3,307
865
~442
315

¥3,094
121
3,215
689
2,526
300

$10,464
273
10,737
2,808
7,929

~

$10,045
393
10,438
2,237
8,201
974

¥~

¥~

$~

$...2.J22.

7 - LIABILITY FOR SEVERANCE INDEMNITIES
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, gener-

ally speaking, equal to only 50% of the periodic accrual for such minimum payments
plus actual payments 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 employees' severance indemnities
to

state

the liability

account

employees involuntarily retired

at the amount which would
at

the end of such period .

be

is sufficient

required if all

Accrued provisions

are not funded.
With

respect

to

directors

lump-sum severance indemnities
employees .

While· the company

and officers,

the

company provides

on a basis which is similar to that used

for
for

has no legal obligation, it is a customary practice

in Japan to make lump-sum payments to a director or officer upon retirement.

The

company is of the opinion that its annual provision is being made on a reasonable
basis and

is

stockholders.

adequate to

make

such future payments as may be approved

by

the

The charge

to income for severance indemnities was ¥1,164 million -

$3,779 thousand for the year ended October 31, 1971 and ¥1,181 million- $3,834
thousand for the year ended October 31, 1970.

8 - 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 approximately 48%.

However,

there is a limitation on the amount of the tax deduction for severance indemnities
and certain other expenses.

Conversely, special income tax measures provide for

a reduction in the rate applicable to earnings of the period which are paid out
as dividends.
The company is permitted to deduct for income tax purposes, if recorded
on the books, certain special
accounting purposes.

allowances which are not required for financial

As the effect of the special allowances is a deferral of

income taxes, the company has provided (as "Accumulated income tax reductions")
an amount equivalent to the current tax reduction resulting from the deduction
of the special allowances.

As the special allowances must be reocrded in the

books of account in full, the remaining portion of such allowances is set forth
in the accompanying financial statements as appropriations of retained earnings
for special allowances.

9 - COMMON STOCK AND CAPITAL IN EXCESS OF PAR VALUE
Based upon the resolutions of the Board of Directors, which were made
in accordance with the Japanese Commercial Code, the company effected (1) a
free distribution on November 1, 1969 of 12,960,000 shares of common stock to
stockholders of record at October 31, 1969 in the ratio of one new share for
each five shares held, and (2) a free distribution on May 1, 1971 of 20,190,000
shares of common stock to stockholders of record at April 30, 1971 in the ratio
of one new share for each four shares held.

The company accounted for the free

distribution of shares by the transfer of amounts equal to the aggregate

par

value of such shares (¥648 million- $2,104 thousand for 12,960,000 shares and
¥1,010 million- $3,280 thousand for 20,190,000 shares) from "Capital in excess
of par value" to the common stock account.

On May 1, 1970 the company made a public offering of 3,000,000 shares
of common stock within the territory of Japan at a price of ¥3,200 per share.
An amount equal to the aggregate par value of the shares issued (¥150 million $487 thousand) was credited to the common stock account and the remainder of
the proceeds (¥9,450 million

$30,682 thousand) was credited to "Capital in

excess of par value".
Although capital stock expenses are customarily treated as a reduction
of proceeds from the sale of stock, Japanese tax regulations permit a deduction
for such expenses provided they are charged to income on the books.

Accordingly,

such expenses are shown on the statement of retained earnings as a direct charge
net of the resulting reduction in income taxes.
The computation of net income and cash dividends per share as shown
in the accompanying statement of income and retained earnings is based on the
average number of shares outstanding during each year, appropriately adjusted
for the above-mentioned free distributions.

10 - LEGAL RESERVE
The only changes in the legal reserve for the years ended October 31,
1971 and 1970 were the appropriations 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.

11 - COMMITMENTS AND CONTINGENT LIABILITIES
Commitments outstanding at October 31, 1971 and 1970 for the purchase
of property, plant and equipment approximated ¥2,096 million- $6,805 thousand
and ¥2,002 million - $6,500 thousand, respectively.
Rental expense for the years ended October 31, 1971 and 1970 aggregated
¥1,902 million- $6,175 thousand and ¥1,185 million- $3,847 thousand, respectively .

A significant portion of such rentals relates to short-term leases,

many of which are renewed upon expiration.

Obligations under long-term leases

are not material in relation to the financial statements of the company.

Contingent liabilities at October 31, 1971 and 1970 for notes
discounted and guarantees given in the ordinary course of business amounted to
approximately ¥4,837 million- $15,705 thousand and ¥3,347 million- $10,867
thousand, respectively.
several pending lawsuits.

The company, or its subsidiaries, are defendants in
In the opinion of management and legal counsel, the

lawsuits are without merit and, if decided adversely, will not involve sums
considered material to the consolidated financial position or operating results
of the company .
Since 1970, the U. S. Treasury Department has been investigating
charges of "dumping" against several importers of Japanese television sets of
which the company's U. S. subsidiary is one.

Management and legal counsel are

of the opinion that the charges are groundless as they relate to the company
but, if decided unfavorably, there will be no material adverse effect on the
company's financial position at October 31, 1971.

PRicE WATERHousE & Go.

SEMPAKU

SHINKO BUILDING

315, SHIBA KOTOHIRACHO
MINATO - KU, TOKYO

January 17, 1972

To the Stockholders and
Board of Directors of
Sony Corporation (Sony Kabushiki Kaisha)

In

our opinion, the

accompanying consolidated

and the related

consolidated

and

of changes

in financial position, expressed

the

financial

position

statements of income

at October 31, 1971

accordance
included

with

Our examinations

generally

such tests

retained earnings

Kabushiki Kaisha) and
and 1970, the results

the changes in financial position

then ended, in conformity with generally accepted
consistently applied.

of

for

the years

accounting principles

of these statements were made in

accepted auditing

the accounting

sheets

in yen, present fairly

of Sony Corporation (Sony

its consolidated subsidiaries
of their operations and

and

balance

standards and

records and such

accordingly

other auditing

procedures as we considered necessary in the circumstances.
U.S. dollar amounts shown
ments have

been translated

in the accompanying financial state-

on the basis described

in Note 1.

They are

presented solely for convenience and we express no opinion on them.
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