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HIGHLIGHTS 
For the years ended October 31 

Net sales: 

Overseas 

Domestic 

Total . 

Income before income taxes . 

Income taxes 

Net income. 

Per Depositary Share. 

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

1979 1978 

$1,630,388 $1,322,665 

1,028,517 887, 736 

2,658,905 2,210,401 

170,545 216,438 

111,405 121,434 

73,207 106,917 

. 34 . 50 

Notes: 1. Each Depositary Share represents 1 share of Common Stock. Per share amounts 
are based on the average number of shares outstanding during each period, adjusted 
for all stock distributions. 

2. U.S. dollar amounts are translated from yen at the approximate rate of ¥242= U.S. 
$1, the Tokyo foreign exchange market rate as of December 14, 1979, as described in 
Note 2 of Notes to Consolidated Financial Statements. U.S. dollar amounts for fiscal 
1978 have also been stated using the same rate. 
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TO THE HOLDERS OF SONY DEPOSITARY SHARES: 

Masaru lbuka, 
Honorary Chairman 

Akio Morita, Chairman Kazuo lwama, President 
and and 

Chief Executive Officer Chief Operating Officer 

Sony's consolidated net 

sales and consolidated operating 

income rose 20 percent and 143 

percent, respectively, from fiscal 

1978 to record levels in the 1979 

fiscal year which ended October 31. 

Sales increased in all major product 

lines, paced by a 38 percent gain in 

videotape recorders, and operating 

income benefited from company

wide cost reduction programs. 

For four consecutive quarters during fiscal1979, operating income has grown. However, 

consolidated net income for fiscal 1979 declined, compared with the previous fiscal year, largely 

because of foreign exchange losses. Such foreign exchange losses were substantially increased due 

to FASB No.8, the controversial foreign currency translation rule promulgated by the Financial 

Accounting Standards Board, and have no direct significant relationship to Sony's actual operating 

performance. 

Consolidated net sales for fiscal1979 were $2,658,905,000, up 20.3 percent from fiscal 

1978 net sales of $2,210,401,000. Consolidated operating income for fiscal 1979 rose to 

$308,7 56,000, up 142.9 percent from $127,132,000 for fiscal1978. Consolidated net income for 

fiscal 1979 declined to $73,207,000, a decrease of 31.5 percent from fiscal 1978 net income 

of $106,917,000. 1979 earnings per Depositary Share (each Depositary Share represents one share 

of Common Stock) were 34 cents, compared with 50 cents for fiscal1978. 

During fiscal 1979, overseas sales increased 23.3 percent from the previous fiscal year 

and accounted for 61.3 percent of total net sales. Sales in Japan increased 15.9 percent and 

accounted for 38.7 percent of the total. In the United States, net sales for fiscal1979 increased 

14.2 percent from fiscal 1978 and accounted for 24.4 percent of total net sales. In Europe, net 

sales rose 32.8 percent and accounted for 17.9 percent of total net sales. Sony's net sales in 

Latin America, the Middle East and other markets increased 27.6 percent and accounted for 

19.0 percent of total net sales. The Company's international operations contribute to the exports 



of the United States and the United Kingdom through the sales of the Company's products manu

factured by the plants located in both countries. Exports of color TV sets produced in Sony 's 

color TV plant in Bridgend , Wales constitute a sizable part of the British exports of color TV 

sets, and videocassette tapes produced in the Company's tape plant in Dothan, Alabama have also 

been exported to Europe, Japan and other countries. 

Subject to shareholders' approval at a General Meeting of Shareholders scheduled to 

be held on January 30, 1980, Sony will pay to shareholders of record on October 31 , 1979, a cash 

dividend of 12.5 yen (before deduction of withholding taxes) per Depositary Share for the six 

month period ended October 31, 1979. This payment will bring the total annual cash dividend 

for fiscal1979 to 25 yen (before deduction of withholding taxes) per Depositary Share. 

Fiscal 1979 sales of videotape record-

ers ("VTR"s) increased 37.8 percent over fiscal 

197 8 and accounted for 19.2 percent of total net 

sales. Sony's multi-function Betamax with the 

Betascan feature, which was introduced in the 

Japanese market in March and the United States 

market in August, has been enthusiastically 

received. The Betascan function enables the user 

to locate quickly and easily any point on a video

tape since the picture can actually be viewed as 

the tape runs in either fast-forward or fast

reverse modes. A similar model was introduced 

in Federal Republic of Germany in the fall of 

1979 and is now being introduced in several 

other European countries. Sony's strong research B VH series of l-inch helical scan video-

b d 
C' • • d "Emmy" for the BVH VTR tape recorder fo r broadcasting and 

ase an manulactunng experience m vi eo production studios 

are reflected in the continuing rapid sales expansion of industrial and broadcast video equipment. 

The excellent performance of Sony's BVH series of one-inch videotape recorders and BVU series 

of U-matic videocassette recorders was confirmed in September when the National Academy of 

Television Arts and Sciences awarded Sony an Emmy for the BVH series of broadcast VTRs . 

It had previously awarded an Emmy to the U-matic VTR. This is Sony's third Emmy, the first 

acknowledged the Trinitron color TV. 

3 
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Sales of all TV sets during fiscal 1979 increased 9.7 percent over fiscal 1978 and ac

counted for 28.7 percent of total net sales. Color TV sales increased 10.2 percent and accounted 

for 26.7 percent of total net sales. Demand was very strong in the Japanese and in the U.S. color 

TV markets, due in part to replacement purchases. The Company's manufacturing plants in San 

Diego, California, and Bridgend, Wales, are being expanded to meet the strong demand. In Japan, 

demand for multiplex-equipped TV sets has increased sharply since the system was introduced 

in the autumn of 1978. Multiplex broadcasting offers stereo sound for musical programs and 

other appropriate telecasts, such as sports events, and enables the viewer to choose either the 

original language or dubbed-in Japanese when foreign movies are broadcast. Sony's console 

models of multiplex-sound color TVs have been very well received in the Japanese market. In 

May, Sony introduced in the United States a 26 diagonal inch, which is the largest screen size 

color TV receiver currently available in that market. The picture tube for this set is being manu

factured at Sony's San Diego plant. Sony plans to launch a 25 diagonal inch Trinitron in Europe 

in the spring of 1980. 

Sales of tape recorders and radios during fiscal 1979 increased 

9.1 percent over sales during fiscal 1978 and accounted for 15.7 percent of 

total net sales. Sony's sophisticated stereo cassette tape recorder and radio 

combination models have been very well received, and consumer acceptance 

remains very high in all world markets, especially in the United States and 

the Middle East. The Company's palm-sized stereophonic cassette-player 

utilizing extra-light stereophonic headphones has been exceptionally well 

received in the Japanese market. An effective sales campaign and the 

extraordinary performance of this small machine 

assure continued sales growth. Among the younger 

generation of Japan, listening to music while stroll

ing or roller skating is the latest fashion. In 

December, Sony started marketing this machine 

in the United States. Sales of microcassette tape 

recorders have been higher than anticipated, result

ing in a heavy backlog of orders in the United 

States. 
Compact, light-weight stereophonic cas
sette-player utilizing extra-light weight 
headphones 



Audio products' sales during fiscal 1979 increased 15.4 percent over fiscal 197 8 and 

accounted for 11.2 percent of total net sales. The Japanese audio market this year was somewhat 

stronger than last year, partly as a result of interest in modular stereos and metal tapes. Sony's 

modular music centers, featuring a receiver, record player and cassette tape recorder in one unit, 

have been very well received because of their compactness and ease of operation. In the European 

market, audio components as a system continue to be in demand, and sales of these systems have 

been increasing steadily. In April, the Company began marketing in Japan a series of high quality 

cassette decks which utilize new metal tapes. There is a growing interest in metal tapes and this 

series of cassette decks has been very well accepted. Sony plans to offer a complete range of 

cassette decks capable of taking full advantage of metal tapes, which have a higher maximum 

output level in all frequency ranges. Pulse Code Modulation (PCM), a system of digital recording, 

is now clearly recognized as a major advance in recording technology. In May, the Company 

began to market a complete line of PCM components, including a new digital audio processor, 

echo units, and a digital editing machine for PCM studio recording. 

Sales of other products during fiscal 1979, including magnetic audio and video tapes, 

video projection systems and business machines for transcribing and dictating purposes,increased 

33.1 percent over the previous fiscal year and accounted for 25.2 percent of total net sales. As the 

world VTR market has grown, sales of Sony's video tape have significantly increased in every 

market. Major investments have been made to meet the demand for video tape and Sony's produc

tion capacity in Japan and the U.S. is still being expanded. Sony's plant in Dothan, Alabama, 

which started production in February, 1977, more than tripled its monthly production of video

cassette tapes last year. Sony began marketing metal tapes this Spring in Japan and this Autumn 

in the United States. Sony is marketing dictating and transcribing machines which use standard 

compact cassettes for use in offices, hospitals and courts. These products from their inception 

have enjoyed a high reputation in business circles in the United States. The Company introduced 

in the United States, in May, a new series of functionally-designed lightweight dictating and 

transcribing machines using microcassette tapes. Sony began marketing these new business 

machines in Europe in Autumn. Sony's new video projection system with screen sizes of 50 and 

72 diagonal inches is being well received. The system's large projected image can be comfortably 

viewed by a much larger audience than a conventional TV receiver, and has broad potential as a 

training tool in business and schools, particularly when coupled with a VTR. It also serves as an 

entertainment center in hotels and restaurants, and also in homes where it transforms the family 

room into a private theater. 

5 
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In August, 1979, Sony announced the establishment of the Sony Prudential Life 

Insurance Co., Ltd., a joint venture with the Prudential Life Insurance Company of America, 

which will engage in the.life insurance business in Japan. The joint venture is scheduled to begin 

operations in the middle of 1980. 

In September, 1979, Sony and PepsiCo, Inc., formed a joint venture in Japan, Sony I 
Wilson, Inc., which is now engaged in importing and marketing WILSON sporting goods in Japan. 

The outlook for the sporting goods business in Japan is very promising. 

In October, 1979, Sony announced that it had concluded with N.Y. Philips' 

G1oeilampenfabrieken of the Netherlands, U.S. Philips Corporation and North American Philips 

Corporation a comprehensive agreement which permits the companies to use each other's patent 

rights freely for a wide range of products. Sony and Philips have each been conducting their 

own research and development work on video equipment, including optical systems. The agree

ment includes optical, audio and video disc systems using lasers to read signals encoded on a disc. 

With respect to these optical systems, the parties have included in the agreement their respective 

patents with the intent of achieving interchangeability. 

Sony has made progress in fiscal 1979, although disturbed by foreign exchange losses. 

Management will continue to develop competitive merchandise in all product lines and to strength

en world-wide marketing and manufacturing networks and confident that positive results will 

be brought about by these efforts. 

December 20, 1979 

Sincerely yours, 

ffw ~~ 
Akio Morita 
Chairman 

Kazuo Iwama 
President 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED TEN-YEAR SUMMARY 

1979 1978 1977 

Net sales: 
Overseas . $ 1 '630' 388 $1,322,665 $1, 283, 971 

Domestic 1 '028, 517 887, 736 807,037 

Total 2,658,905 2,210,401 2,091,008 

Operating income 308,756 127, 132 233,244 

Income before income taxes. 170,545 216,438 265,963 

Income taxes . 111,405 121,434 136,302 

Net income . 73,207 106, 917 144,207 

Per Depositary Share .34 . 50 . 67 

Depreciation. 83,000 65,471 53,686 

Total assets . 3, 156,641 2,557,248 2,281,562 

Shareholders' equity . 1,088,219 1,037,289 952,649 

Per Depositary Share 5.05 4.81 4. 42 

Employees. 30,607 27, 112 25,881 

Notes: 1. Each Depositary Share represents 1 share of Common Stock. Per share amounts 
are based on the average number of shares outstanding during each period, adjusted 
for all stock distributions. 

NET SALES 

2,500 - - --- - - ---------l"/.J 
Millions of U.S. dollars 

~Overseas 

6Domestic 

0
1970 '71 '72 '73 '74 '75 '76 '77 '78 '79 

NET INCOME 
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Millions of U.S. dollars 

100 ~ 
~*= e ': 80 

- I .. 
' .. <:,$;· 

'I rr 60 ,:::e: 
:-.··· I « .. 
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1976 

$1, 125, 847 
789, 558 

1,915, 405 

256,091 
266, 066 
147, 211 
127, 793 

. 59 
44, 537 

2,106, 855 
830, 719 

3.85 
22, 713 

1975 1974 

$ 926, 644 $ 822, 062 
765, 959 

1, 692, 603 

176,215 
161,930 
92,624 
69, 806 

. 32 
44,835 

1, 748,442 
720, 748 

3.34 
22, 108 

818,645 
1,640, 707 

222,645 
191, 793 
97,905 
93,050 

. 44 
42, 554 

1, 721,822 
661, 632 

3.13 
21,635 

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

1973 

$ 614, 269 
683,504 

1,297, 773 

198,674 
203, 136 
101,884 
103,860 

. 50 
31, 347 

1,422,289 
495,818 

2.39 
20,648 

1972 

$ 515, 107 
497, 715 

1, 012, 822 

150, 083 
151, 442 
77,645 
77,574 

. 39 
23, 744 

1, 137,066 
400,174 

1. 99 
17,323 

1971 

$ 433, 161 
368,430 
801, 591 

108, 070 
104, 442 
47,471 
56,967 

. 29 
23, 083 

811,698 
246,657 

1. 25 
16,615 

1970 

$ 327,855 
288,562 
616,417 

82,661 
75,632 
34, 719 
42, 417 

. 22 
20,607 

667,388 
195,322 

1.01 
15,081 

2. U.S. dollar amounts are translated from yen at the approximate rate of ¥242= U.S.$ 1, the 
Tokyo foreign exchaflge market rate as of December 14, 1979, as described in Note 2 of Notes 
to Consolidated Financial Statements. U.S. dollar amounts previously reported for prior fiscal 
years have been restated using the same rate as used in the current fiscal year. 

NET INCOME 
PER DEPOSITARY SHARE 

0.60 
U.S. dollars 

0.50 r-- -

0.40 r- - r-- r--

0 .30 -----=- r- r-

0.20 r-- r-

0.10 r- r-

0
1970 '71 '72 '73 '74 '75 '76 '77 '78 '79 

.... ._ .... ..... ._ .... 

SHAREHOLDERS' 
EQUITY 

1,000-- - ------
Millions of U.S. dollars 

400 

200 

Ol-970 '71 '72 '73 '74 '75 '76 '77 '78 '79 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

ASSETS 

CURRENT ASSETS: 

Cash 
Time deposits (Note 6) 
Marketable securities, at cost 
or less which approximates 
market (Note 5) 

Notes and accounts receivable, trade 
Notes and accounts receivable, 
affiliated companies 

Allowance for doubtful accounts 
Inventories (Note 3) 
Prepaid expenses and other current 
assets 

Income tax prepayments 
Total current assets 

INVESTMENTS AND ADVANCES: 

Affiliated companies (Note 4) 
Directors, officers and employees 
Other (Notes 5 and 6) 

PROPERTY, PLANT AND EQUIPMENT (Note ll): 

Land 
Buildings 
Machinery and equipment 
Construction in progress 

Less - Accumulated depr e ci a tion 

OTHER ASSETS 

Translation into 
In millions thousands of U.S. 

of yen dollars (Note 2) 
0 c t o b e r 3 1 

1979 1978 1979 1978 

¥ 27,892 
27,594 

57,882 
130,701 

29,841 
8,834) ( 

222,959 

29,122 
30,159 

547,316 

32,950 
5,787 

24,408 
63,145 

29,887 
92,108 

114,121 
5,387 

241,503 
95,560 

145,943 

7,503 

(Restated) 

¥ 18,319 
34,388 

51,142 
92,859 

26,525 
5,362)( 

175,902 

18,403 
19,698 

431,874 

29,736 
5,006 

13,366 
48,108 

27,491 
83,133 
86,221 
13,717 

210,562 
79,707 

130,855 

8,017 

$ 115,256 
114,025 

239,182 
540,087 

123,310 
36,504)( 

921,318 

120,339 
124,624 

2,261,637 

136,157 
23,913 

100,860 
260,930 

123,500 
380,612 
471,574 

22,260 
997 , 946 
394 , 876 
603,070 

31,004 

$ 

(Restated) 

75,698 
142,099 

211,331 
383,715 

109,607 
22,157) 

726,868 

76 , 045 
81,397 

1,784,603 

122,876 
20,686 
55,232 

198,794 

113,599 
343,525 
356,285 

56,682 
870,091 
329,368 
540,723 

33,128 

¥763,907 ¥618,854 $3,156,641 $2,557,248 

The accompanying notes are an 



LIABILITIES 

CURRENT LIABILITIES: 

Short-term borrowings (Note 6) 
Current portion of long-term debt 
Notes payable, trade 
Accounts payable, trade 
Notes payable, construction 
Notes and accounts payable, 
affiliated companies 

Dividends payable 
Accrued income and other taxes 
Other accounts payable and 

accrued liabilities 
Total current liabilities 

LONG-TERM DEBT (Notes 6 and ll) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 7) 

ACCUMULATED INCOME TAX REDUCTIONS 

STOCKHOLDERS' EQUITY: 

Common stock ¥50 par value -
Authorized - 424,000,000 shares 
Issued - 215,625,000 shares 

Capital in excess of par value 
Legal reserve (Note 9) 
Retained earnings appropriated for 

special allowances 
Retained earnings (Note 9) 

COMMITMENTS AND CONTINGENT 
LIABILITIES (Note 12) 

integral part of this statement. 

In millions 
of yen 

Translation into 
thousands of U.S. 
dollars (Note 2) 

0 c t 0 b e r 3 1 
1979 1978 

¥204,967 
702 

98,631 
37,167 

6,901 

17,191 
2,750 

29,198 

65,544 
463,051 

4,349 

30,427 

2,731 

10,781 
46,376 

3,675 

6, 754 
195,763 
263,349 

(Restated) 

¥132,038 
717 

79,694 
27,546 
7,024 

14,955 
2,736 

21,205 

48,687 
334,602 

3,896 

251713 

3,619 

10,781 
46,376 

3,419 

7,598 
182,850 
251,024 

1979 1978 

$ 846,971 
2,901 

407,566 
153,583 

28,517 

71 '037 
ll, 364 

120,653 

270,843 
1,913,435 

17,971 

125,731 

ll, 285 

44,550 
191,636 

15,186 

27,909 
808,938 

1,088,219 

(Restated) 

$ 545,612 
2,963 

329,314 
ll3' 826 
29,025 

61,797 
ll' 306 
87,624 

201.186 
1,382,653 

16,099 

106,252 

14,955 

44,550 
191,636 

14,128 

31,396 
755,579 

1,037,289 

¥763,907 ¥618,854 $3,156,641 $2,557,248 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS 

Sales and operating revenue: 
Net sales -

Overseas 
Domestic 

Operating revenue 

Costs and expenses: 
Cost of sales (Note 10) 
Selling, general and administrative 

Operating income 

Other income: 
Interest and dividends 
Foreign exchange gain 
Other 

Other expenses: 
Interest 
Foreign exchange loss 
Other 

Income before income taxes 

Income taxes (Note 8): 
Current 
Deferred, arising from book-tax timing 
differences 

Income from consolidated operations 

Equity in earnings of affiliated companies 
(Note 4) 

Net income (per share: 1979 - ¥82.2 or 
34.0¢, 1978 - ¥120.0 or 49.6¢) 

Retained earnings: 
Balance, beginning of period -

As previously reported 
Adjustment for capitalization of 

leases (Note 1) 
As restated 

Cash dividends applicable to earnings for 
the period (¥25.0 or 10.3¢ per share) 

Reversal of special allowances, net of 
estimated future taxes 

Transfer to legal reserve 

Balance, end of period 

Translation into 
In millions thousands of U.S. 

of yen dollars (Note 2) 
Year ended October 31 

1979 1978 1979 1978 
(Restated) (Restated) 

¥394,554 ¥320,085 $1,630,388 $1,322,665 
248 1901 2141832 11028 1517 887 1736 
643,455 534,917 2,658,905 2,210,401 

5 1871 41516 241260 181661 
6491326 5391433 2 1683 1165 212291062 

4ll,673 372,605 1,701,128 1,539,690 
1621934 1361062 6731281 5621240 
5741607 508 1667 21374 1409 2 1101 1930 

741719 30 1766 308 1756 127 I 132 

6,159 6,167 25,450 25,483 
21,858 90,322 

10 1137 6 1100 41 1889 25 1207 
161296 341125 671339 1411012 

13,512 8,488 55,835 35,074 
30,981 128,021 

5 1250 41025 21 1694 161632 
49 I 743 121513 2051550 511706 

41 1272 52 1378 1701545 2161438 

38,309 29,549 158,302 122 , 103 

ll 1349) ( 162)( 461897)( 669) 
261960 291387 lll 1405 1211434 

14,312 22,991 59,140 95,004 

31404 2 1883 141067 ll 1913 

17 1716 25 1874 73 1207 106 1917 

182,552 161,636 754,347 667,918 

298 75 11232 310 
182,850 161,7ll 7551579 6681228 

5,391)( 5,391)( 22,277)( 22,277) 

844 827 3,487 3,418 
256)( 171) ( 11058)( 707) 

¥1951763 ¥1821850 $ 8081938 $ 755 1579 

The accompanying notes are an integral part of this statement. 



Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

Financial resources were provided by: 
Net income 
Add (deduct) income charges (credits) not 
affecting working capital -

Depreciation 
Equity in earnings of affiliated companies 
Provision for severance indemnities, less 

payments 
Loss on disposal of fixed assets 
Deferred income taxes (non-current) 

Working capital provided by operations 
Proceeds from sale of fixed assets 
Decrease in other assets 
Borrowings - Long-term 
Equity in earnings of affiliated companies 
reinvested in the business 

Total 

Financial resources were used for: 
Increase in investments in affiliates 
Increase (decrease) in other investments 
and advances 

Addition to fixed assets 
Reduction in long-term debt 
Cash dividends 

Total 

Increase (decrease) in working capital 

Analysis of Changes in Working Capital 

Increase in current assets: 
Cash and time deposits 
Marketable securities 
Notes and accounts receivable 
Inventories 
Prepaid expenses and income tax prepayments 

Total 

(Increase) decrease in current liabilities: 
Short-term borrowings 
Current portion of long-term debt 
Notes, accounts and dividends payable 
Accrued income and other taxes 
Other accounts payable and accrued liabilities 

Total 

Increase (decrease) in working capital 

Translation into 
In millions thousands of U.S. 

of yen dollars ~Note 22 
Year ended October 31 

1979 1978 1979 1978 
(Restated) (Restated) 

¥17,716 ¥25,874 $ 73,207 $106,917 

20,086 15,844 83,000 65,471 
3,404)( 2,883)( 14,067)( 11,913) 

4,714 3,554 19,479 14,686 
936 708 3,868 2,926 

(~)(~)( 31669)( 11231) 
39,160 42,799 161,818 176,856 

2,806 875 11' 595 3,616 
514 563 2,124 2,326 

1,359 358 5,615 1,479 

31404 ~ 141067 11 1913 
471243 471478 1951219 196,190 

3,214 2,372 13,281 9,802 

11' 823 7,186) 48,855 29,694) 
38,916 37,604 160,810 155,388 

906 1,187 ·3, 744 4,905 
~ ~ 221277 221277 
601250 391368 2481967 1621678 

(¥131 007) ¥ 81110 ($ 531748) $ 33 2 512 

¥ 2, 779 ¥ 9,321 $ 11,483 $ 38,517 
6,740 21,796 27,851 90,066 

37,686 6,137 155,728 25,360 
47,057 9,081 194,450 37,525 
21 z 180 ~ 871521 231061 

115,442 51 2 916 4771033 2141529 

72,929)( 26,750)( 301,359)( 110,538) 
15 ( 116) 62 ( 480) 

30,685)( 16,344)( 126,798)( 67,537) 
7,993)( 525) ( 33,029)( 2,169) 

161857) ( __ 7_1) ( 691657)( 293) 
1281449)( 431806)( 5301781)( 1811017) 

(¥ 131007) ¥ 81110 ($ 531748) $ 331512 

The accompanying notes are an integral part of this statement . 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
NOTES TO FINANCIAL STATEMENTS 

1. Summary of significant accounting 
policies: 

The company and its domes tic subsidiaries maintain their records 

and prepare their financial statements in accordance with accounting principles 

generally accepted in Japan. Certain adjustments and reclassifications 

including those relating to the tax effects of timing differences, the 

appropriation for or reversal of special allowances and the accrual of 

certain expenses, have been incorporated in the accompanying financial 

statements to conform with accounting principles generally accepted in the 

United States of America. These adjustments were not recorded in the 

statutory books of account. 

Basis of consolidation and accounting 
for investments in affiliated companies -

The consolidated financial statements include the accounts of 

the parent company and, with minor exceptions, those of its wholly-owned 

subsidiary companies. All significant intercompany transactions and 

accounts are eliminated. Investments in 20% to 50% held companies and 

investments in unconsolidated subsidiaries are stated, with minor exceptions, 

at cost plus equity in undistributed income; net consolidated income includes 

the company's equity in the current net earnings of such companies, after 

elimination of unrealized intercompany profits. 

The excess of the cost of investments over the related net assets 

of businesses acquired is deferred and amortized on a straight-line basis 

over a period of five years with the exception of minor amounts which are 

charged to income in the year of acquisition. 

Translation of foreign currency 
financial statements -

The accompanying financial statements, expressed in yen, include 

the foreign currency accounts of consolidated subsidiaries which were 



translated in to yen at appropriate year- end current rates , except that 

inventories, cost of sales, investment securities, fixed assets and related 

depreciation and balances of deferred taxes were stated at hiseorical rates 

and revenue and other expense accounts were translated at rates which 

approximate the prevailing rates at the time of the transactions. The 

resulting translation gains or losses are credited or charged to income 

currently. 

Translation of assets and liabilities 
denominated in foreign currencies -

Foreign currency receivables and payables and bank deposits 

denominated in foreign currencies, primarily short-term and in u.s. dollars, 

of the parent company and subsidiaries in Japan are translated into yen 

at the applicable year-end current rates or the contracted rates. 

Marketable equity securities -

Cost of marketable equity securities sold is based on the 

average cost of all the shares of each such security held at the time of 

sale. 

Inventories -

Inventories are valued at cost, not in excess of market, cost 

being determined on the "average" basis except for the cost of finished 

products carried by certain subsidiary companies which is determined on 

the ''first-in, first-out" basis . 

Property, plant and equipment and 
depreciation -

Property, plant and equipment is stated at cost. Depreciation 

is computed primarily on the declining balance method at rates based on 

estimated useful lives of the assets according to general class, type of 

construction and use. 

Significant renewals and additions are capitalized at cost. 

Maintenance and repairs and minor renewals and betterments are charged 
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to income . In the case of retirement or other disposition, the difference 

between the cost of the assets, less accumulated depreciation, and salvage 

or sales proceeds is charged or credited to income. 

Leased assets -

During the fiscal year 1979, the company changed its method of 

accounting for certain leases to comply retroactively with Statement of 

Financial Accounting Standards No.l3 . As a result, certain leased assets 

and the related obligations for lease payments are presented in the 

company's balance sheet for the first time . The effect of this change on 

net income of any period was not significant. The financial statements 

for the fiscal year 1978 have been restated for comparative purposes (refer 

to Note 11 for discussion of leased assets). 

Liability for severance indemnities -

Employees of the parent company and subsidiaries in Japan 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. In many cases, employees receive significant additional benefits 

because of conditions such as involuntary retirement . The annual provision 

for employees' severance indemnities is sufficient to state the liability 

account at the amount which would be required if all employees involuntarily 

retired at the end of such period. 

With respect to directors, provision is made for lump-sum severance 

indemnities on a basis considered adequate for such future payments as may be 

approved by the stockholders. 

Some of the company ' s domestic and foreign subsidiaries have 

pension plans covering substantially all of their employees. 

Income taxes and retained earnings 
appropriated for special allowances -

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. Since the effect of the special 

allowances is a deferral of income taxes, the company provides (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 recorded in the books of account in full, 

the remaining portion of such allowances is set forth in the accompanying 

financial statements as "Retained earnings appropriated for special 

allowances". 

Net income and cash dividends per share 

The computation of net income and cash dividends per share is 

based on the average number of shares outstanding each year, appropriately 

adjusted for the free distribution of common stock. 

Distributions of common stock -

On occasion, the company makes a free distribution of common stock 

which is accounted for by a transfer of the applicable par value from capital 

in excess of par to the common stock account. The capitalization of capital 

in excess of par, and the concurrent issue of shares, is made in accordance 

with the provisions of the Commercial Code of Japan, and such action is 

approved by the Board of Directors. In Japan, a gratis dis tri but ion, as 

described above, is clearly distinguished from a "stock dividend", paid out 

of profits, which, under the Commercial Code, must be approved by the 

stockholders. 

2. U.S. dollar amounts: 

U.S. dollar amounts are included solely for convenience. These 

translations should not be construed as representations that the yen 

amounts actually represent, or have been or could be converted into, U.S. 

dollars. As the amounts shown in U.S. dollars are for convenience only, 

the rate of ¥242 = US$1, the approximate current rate at December 14, 1979, 

has been used for the purpose of presentation of the U.S. dollar amounts in 

the accompanying financial statements. 
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3. Inventories: 

Inventories at October 31, 1979 and 1978 comprise the following: 

Finished products 
Work in process 
Raw materials and 

purchased components 

4 . Investments in and transactions 
with affiliated companies: 

Yen in 
millions 

1979 1978 

¥151,201 ¥122,567 
35 , 596 28,803 

36 2 162 24 1532 

¥222 1959 ¥175 1902 

Dollars in 
thousands 

1979 1978 

$624,797 $506,475 
147,091 119,021 

1491430 101 2372 

$921 1318 $726 1 868 

Summarized financial information for unconsolidated subsidiaries 

and other affiliated companies accounted for by the equity method for the 

years ended October 31, 1979 and 1978 follows: 

Unconsolidated subsidiaries: 

Current assets 
Property, plant and equipment 
Other assets 

Total assets 

Current liabilities 
Long-term liabilities 
Stockholders' equity 

Total liabilities and 
stockholders' equity 

Net sales 

Net income (loss) 

Number of companies at year-end 

Other affiliated companies: 

Current assets 
Property, plant and equipment 
Other assets 

Tot a 1 as sets 

Yen in 
millions 

1979 1978 

¥47,633 
9,796 
5 2 904 

¥49,513 
10,158 
~ 

Dollars in 
thousands 

1979 1978 

$196,831 
40,479 
24,397 

$204,599 
41,975 
24,901 

¥63 2333 ¥65,697 $261 2 707 $271 1475 

¥46,262 
8,156 
~ 

¥46,818 
11,083 
~ 

$191,165 
33,703 
36 2839 

$193,463 
45,797 
32 2215 

¥63 2 333 ¥65 2 697 $261 1707 $271,475 

¥177 1914 ¥120 1327 $735 1182 $497 2219 

(¥394) 

39 

¥ 80,270 
15,22 7 

9 2345 

¥104 1842 

¥872 

31 

¥67,701 
13,540 
~ 

($1 1628) 

$331,694 
62 '921 
38,616 

$279 '7 56 
55,951 
38,165 

¥90 2477 $433 2231 $373 2872 



Current liabilities ¥ 61,480 ¥52,038 $254 , 050 $215 ~ 033 

Long-term liabilities 7 '323 8,025 30,260 33 ~ 161 

Stockholders' equity 362039 30,414 148 2 921 1252678 

Total liabilities and 
stockholders ' equity ¥1042842 ¥90,477 $433 2231 $3 73 2872 

Net sales ¥239 2326 ¥235 2858 $9882950 $9742620 

Net income ¥7 2607 ¥6 2556 $31,434 $2 7,091 

Number of companies at vear-end 33 31 

Of the companies included on the equity basis, the stock of an 

unconsolidated subsidiary company carried at equity of ¥839 million 

($3,467 thousand) and ¥2,232 million ($9,223 thousand) at October 31, 1979 

and 1978, respectively, was quoted on the market at an aggregate value of 

¥7,394 million ($30,553 thousand) and ¥7,970 million ($32,934 thousand), 

respectively, at those dates . 

During the year ended October 31, 1979, purchases from and sales 

to unconsolidated subsidiaries and other affiliated companies accounted for 

on the equity basis were ¥52,ll9 million- $215,368 thousand (¥45,646 

million - $188,620 thousand in 1978) and ¥160,832 million - $664,595 

thousand (¥146,509 million- $605,409 thousand in 1978), respectively . 

5 . Marketable equity securities: 

The cost and market value of marketable equity securities included 

in marketable securities (current) and other investments (non-current) at 

October 31, 1979 and 1978 are as follows: 

Yen in Dollars in 
millions thousands 

Current : 
1979 ~ 1979 1978 

Cost ¥796 ¥ - $3 2289 $ ---
Market (carrying value) ¥713 ¥ - $2 2946 $ ---

Non-current: · 

Cost (carrying value) ¥6 2 904 ¥6 2 598 $28 '52 9 $27 2264 

Market ¥22 2378 ¥26 2421 $92 ,471 $109 2 178 
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At October 31, 1979, gross unrealized gains pertaining to marketable 

equity securities (non-current) were ¥15,474 million ($63, 942 thousand). 

Net realized gains on marketable equity securities for the year ended October 

31, 1979 were ¥2,109 million - $8,715 thousand (¥57 million - $236 thousand 

in 1978). 

6. Short-term borrowings and long-term debt: 

Short-term borrowings of ¥204,967 million ($846,971 thousand) at 

October 31, 1979 are generally represented by short-term notes, commercial 

paper and acceptances payable, at sight or 30 to 180 days, bearing interest 

at 5.5% to 15.0% per annum. 

Short-term notes are generally issued to banks in Japan under 

written basic 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. Short-term notes 

issued under such agreements totaled ¥53,048 million ($219,207 thousand) 

at October 31, 1979. 

Long-term debt at October 31, 1979 comprises the following: 

Unsecured loans, representing obligations 
principally to banks and insurance companies, 
due 1980 to 1995 with interest ranging from 
7.4% to 9.2% per annum 

Long-term capital lease obligations, 6% - 14.7%, 
due 1980 to 2007 

Guarantee deposits received 

Less - Portion due within one year 

Yen in 
millions 

¥ 870 

3,316 

~ 
5,051 
__1!!!:_) 

¥4,349 

Dollars in 
thousands 

$ 3,595 

13,702 

~ 
20,872 
(~) 

$17,971 

Certain of the unsecured long-term loan agreements contain provisions 

which permit the lenders to require collateral or guarantors for such loans. 

The aggregate annual maturities of long-term debt during the next 

five years are as follows: 



Year ending Yen in Dollars in 
October 31 millions thousands 

1980 ¥702 $2,901 
1981 283 1,169 
1982 218 901 
1983 219 905 
1984 181 748 

Although the maintenance of official compensating balances in 

respect of bank loans and other credit arrangements is contrary to public 

policy in Japan, it is quite common for a company to maintain time deposits 

with banks with which it has various credit arragements. The company has 

time deposits (included in current assets and other investments) at October 

31, 1979 of ¥40,929 million ($169,128 thousand), a substantial portion of 

which is with such banks. 

7. Liability for severance indemnities 
and pension plan: 

The charges to income for severance indemnities and pens ion 

plans were ¥6,398 million ($26,438 thousand) and ¥5,301 million ($21,905 

thousand) for the years ended October 31, 1979 and 1978, respectively. 

8 o Income taxes: 

The company is subject to a number of different income taxes 

which, in the aggregate, indicate a normal effective tax rate of approximately 

54%. However, there is a reduction in the rate applicable to earnings of 

the period which are appropriated for dividends and a special tax credit 

applicable to an increase in research and experimental expenses. There is 

no tax on dividend income from Japanese companies and, on the other hand, 

there is a limit on deductions of a certain nature. In addition, translation 

of foreign subsidiaries' financial statements resulted in net translation 

losses of ¥9,702 million- $40,091 thousand (¥4,971 million- $20,541 thousand 

in 1978) for which there was no tax benefit. These factors, together with 

different tax rates in effect with respect to foreign subsidiaries, combine 

to distort the ordinary relationship between income tax expense and pretax 

accounting income. 
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9. Legal reserve and retained earnings: 

The only changes in the legal reserve for the years ended October 

31, 1979 and 1978 were the appropriations required under the Commercia 1 

Code of Japan. No further appropriation (presently a minimum of 10% of cash 

dividends paid) is required when the legal reserve equals 25% of capital. 

The appropriations of retained earnings for the year ended 

October 31, 1979, as incorporated in the accompanying financial statements, 

include interim cash dividends of ¥2,695 million ($11,136 thousand), which 

were paid in July 1979 based on the resolution of the Board of Directors in 

accordance with the Commercial Code . The remainder of the appropriations, 

which have been incorporated in the accompanying financial statements, will 

be proposed for approval at the general stockholders' meeting to be held on 

January 30, 1980 and will be recorded in the statutory books of account 

after stockholders' approval, in accordance with the Commercial Code . 

Of the retained earnings of ¥195,763 million ($808,938 thousand) 

at October 31, 1979, ¥27,890 million ($115,248 thousand) will be proposed 

to the stockholders to be set aside as general reserves, in addition to 

¥141,900 million ($586,364 thousand) set aside in prior years. 

10. Research and development expenses: 

Research and development expenses charged to cost of sales for 

the years ended October 31, 1979 and 1978 were ¥37,717 million ($155,855 

thousand) and ¥31,221 million ($129,012 thousand), respectively. 

11. Leased assets: 

The company leases certain office space, warehouses and employees' 

residential facilities. 

An analysis of the leased property under capital leases at October 

31, 1979 and 1978 is as follows: 

Class of property 

Office and warehouse facilities 
Less - Accumulated amortization 

Yen in 
millions 

(Restated) 

Dollars in 
thousands 

(Restated) 

¥4,056 ¥3,662 $16,760 $15,132 
( ~)( _.1.2§)( ~)( ~) 



The following is a schedule by years of future minimum lease 

payments under capital leases together with the present value of the net 

minimum lease payments as of October 31, 1979: 

Year ending October 31: 
1980 
1981 
1982 
1983 
1984 
Later years 

Total minimum lease payments 

Less - Amount representing interest 

Present value of net lease payments 

Less - Current obligations 

Long-term capital lease obligations 

Yen in 
millions 

¥ 329 
329 
360 
367 
367 

5,248 
7,000 

( 3,684) 

3,316 

~) 

¥3,160 

Dollars in 
thousands 

$ 1,360 
1,360 
1,487 
1,516 
1,516 

21 '686 
28,925 

( 15,223) 

13,702 

(~) 

$13,057 

Rental expense under operating leases for the years ended October 

31, 1979 and 1978 were ¥6,505 million ($26,880 thousand) and ¥6,092 million 

($25,174 thousand), respectively . The minimum rental payments required under 

operating leases that have initial or noncancelable lease terms in excess 

of one year at October 31, 1979 are as follows: 

Year ending October 31: 
1980 
1981 
1982 
1983 
1984 
Later years 

Total minimum future rentals 

12. Commitments and contingent liabilities: 

Yen in 
millions 

¥ 2,144 
1,753 
1,496 
1,191 

851 

~ 

Dollars in 
thousands 

$ 8,859 
7,244 
6' 182 
4 '921 
3,517 

31 '665 

Commitments outstanding at October 31, 1979 for the purchase of 

property, plant and equipment approximated ¥12,748 million ($52,678 thousand). 
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Contingent liabilities at October 31, 1979 for notes discounted 

and guarantees given in the ordinary course of business amounted to 

approximately ¥22,630 million ($93,512 thousand), including ¥5,455 million 

($22 ,541 thousand) for loans guaranteed on behalf of unconsolidated 

subsidiaries and other affiliated companies . 

The company or its subsidiaries are defendants in several pending 

lawsuits involving significant amounts. Based upon the information currently 

available to both the company and its legal counsel, management has 

determined that no provision for liability with respect to any of the 

lawsuits is required . 

13. Quarterly financial information (unaudited): 

Summarized quarterly financial information for the years ended 

October 31, 1979 and 1978 is as follows: 

Net sales : 
First quarter 
Second quarter 
Third quarter 
Fourth quarter 

Gross pro f it: 
First quarter 
Second quart e r 
Third quarter 
Fourth quarter 

Net income : 
First quarte r 
Second quarter 
Third quarter 
Fourth quarter 

Yen in 
millions 

1979 1978 
(Restated) 

¥150,341 ¥136,027 
143,869 119,231 
161,158 135,420 
1882087 144 1 239 

¥643 1455 ¥534,917 

¥ 51,914 ¥ 43,862 
54,529 36,612 
57,658 40,176 
67 1 681 41 1 662 

¥231 1 782 ¥1622312 

¥ 4,412 ¥ 5,394 
3,465 6,830 
5,949 9,934 
~ ~ 

¥17,716 ¥25 1 874 

Dollars in 
thousands 

1979 1978 
(Restated) 

$ 621,244 $ 562,095 
594,500 492 '690 
665 , 942 559,587 
777 1 219 5962029 

$226582905 $2 1 210 1 401 

$214,521 $181,248 
225,326 151,289 
238,256 166,017 
279 1 674 1722157 

$957 z 777 $670 2 711 

$18,231 $ 22,289 
14,318 28,223 
24,583 41,050 
16,075 15 1 355 

$732207 $106 1 917 



Yen u.s. dollars 
1979 1978 1979 1978 

(Restated) (Restated) 
Earnings per share: 

First quarter ¥20.5 ¥ 25.0 8.5t 10.3¢ 
Second quarter 16.1 31.7 6.6 13.1 
Third quarter 27.6 46.1 11.4 19.0 
Fourth quarter 18.0 ~ __l__:J_ __l___:1:_ 

¥82.2 ¥120.0 34.0¢ 49.6¢ 

The amounts in dollars differ from those reported in the quarterly 

reports issued during the year because of the difference in exchange rates 

used. 

14. Reclassification of amounts for 1978: 

Amounts shown in the consolidated statement of income for the 

fiscal year 1978 have been reclassified to conform with a new presentation 

of certain non-operating income and expenses adopted in the fiscal year 

1979. 

REPORT OF INDEPENDENT ACCOUNT ANTS 

PRICE WATERHOUSE & Go. 

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

AOYAMA BUILDING. 2-3. KITA-AOYAMA 1-CHOME 
MINATO-KU , TOKYO 

December 17, 1979 

We have examined the consolidated balance sheets of Sony Corporation 
(Sony Kabushiki Kaisha) and its consolidated subsidiaries as of October 31, 
1979 and 1978, and the related consolidated statements of income and retained 
earnings and of changes in financial position for the years then ended, 
expressed in yen. Our examinations were made in accordance with generally 
accepted auditing standards and accordingly included such tests of the ac
counting records and such other auditing procedures as we considered necessary 
in the circumstances. 

The company has not presented segment information for the years 
ended October 31, 1979 and 1978 . In our opinion, presentation of segment 
information concerning the company's foreign operations and export sales is 
required by accounting principles generally accepted in the United States of 
America for a complete presen~ation of the consolidated financial statements. 

In our opinion, except for the omission of segment information as 
discus sed in the preceding paragraph, the consolidated financ ia 1 statements 
examined by us, expressed in yen, present fairly the financial position of 
Sony Corporation (Sony Kabushiki Kaisha) and its consolidated subsidiaries 
at October 31, 1979 and 1978, and the results of their operations and the 
changes in their financial position for the years then ended, in conformity 
with accounting principles generally accepted in the United States of America 
consistently applied. 
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