Sony Corporation is one of the world's
leading manufacturers of audio and video
equipment, televisions, and such products
as micro floppydisks, disk drives, and semiconductors used in consumer electronics.
Keenly aware of the interrelated nature of
software and hardware, Sony is also bolstering its presence in the audio and video
software markets. A strong commitment to
research and development has helped the
Company build a worldwide reputation as
a pacesetter in the electronic equipment
industry. Having also garnered recognition
as one of Japan's most international corporations by manufacturing in the markets
where its products are sold, Sony is currently strengthening global systems for
other corporate functions, from management to R&D.
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On the cover: "My First Sony,':
a new series of audio equipment for music-loving children,
was introduced in the United
States in 1987. Featuring imaginative designs and based on
Sony's belief that children's
audio products should also be
of the highest quality, this new
concept in audio equipment has
proven popular with both
children and their parents.

Sony Corporation and consolidated subsidiaries

Financial Highlights
Year ended March 31

Operating Results
Thousands of
U.S. dollars except
per share amounts

Millions of yen
except per share amounts
1987 (Unaudited)

1988

¥ 899,616

¥ 951,800
479,422
1,431,222
55,999
73,497
39,961
36,734

Percent change
198811987

1988

FOR THE YEAR
Net sales:
Overseas
Japan
Total

395,428
1,295,044
12,252
43,230
23,798
25,021

Operating income
Income before income taxes
Income taxes
Net income
Net income per Depositary Share:
Primary
Fully diluted

¥

108.2
103.8

¥

608,834
1,411,230

¥

148.9
143.8

AT YEAR-END
Stockholders' equity
Total assets

¥ 650,346
1,866,857

+

5.8%
+ 21.2
+ 10.5

$ 7,614,400

3,835,376
11,449,776
447,992
587,976
319,688
293,872

+357.1
+ 70.0
+ 67.9
+ 46.8

1.19
1.15

+ 37.6
38.5

$

+

$ 5,202,768
14,934,856

+

6.8
+ 32.3

Notes: 1. U.S. dollar amounts have been translated from yen, for convenience only, at the rate of¥ 125 = U.S.$1, the Tokyo foreign exchange market rate
as of March 31, 1988, as described in Note 3 of Notes to Consolidated Financial Statements.
2. Primary net income per Depositary Share is based on the average number of shares outstanding during each period and the number of shares
issuable upon the conversion of common stock equivalents. When dilutive, warrants are included as common stock equivalents using the
treasury stock method.
3. Fully diluted net income per Depositary Share assumes that all convertible bonds and debentures were converted into common stock and all
dilutive warrants outstanding were exercised.
4. The unaudited financial data for the year ended March 31 , 1987, presented for comparative purposes, were prepared using accounting principles substantially consistent with those used in preparing financial data for the year ended March 31, 1988.
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To Our Shareholders
Operating Results
Sony's performance in the fi'scal year ended March 31, 1988, represents a solid
recovery from the results of the previous 12-month period. Consolidated net
sales were ¥1,431 billion ($11,450 million), a 10.5% increase over the 12-month
period ended March 31, 1987. Operating income soared 357.1%, to ¥56 billion
($448 million), as we succeeded in lowering the cost-of-sales ratio 2.5 percentage points, to 74.4%. Net income, at ¥37 billion ($294 million), rose 46.8%,
and primary net income per Depositary Share (each Depositary Share represents one share of Common Stock) reached ¥148.9 ($1.19), up 37.6%. Fully
diluted net income per Depositary Share was ¥143.8 ($1.15), a 38.5% gain.
Stockholders' equity per Depositary Share was ¥2,724 ($21.79), which was
based on the 238,768,767 shares outstanding at fiscal year-end, compared
with ¥2,633, the figure based on the number of shares outstanding on March
31, 1987. These results, achieved despite a 16% rise in the yen's value against
the dollar during the period, are the fruits of corporate-wide measures to
enhance productivity, trim costs, and rapidly expand our overseas production.
Sales in Japan jumped 21.2% over the previous 12 months, to ¥4 79 billion ($3,835 million), as all product lines, especially 8mm video, produced
gains. In the United States, sales were up 5.1 %, to ¥426 billion ($3,409 million), as the yen's continued appreciation against the dollar diluted strong performances by our computer displays, compact disc (CD) players and other
audio equipment, and our other products category, led by Sony's 3.5-inch
micro floppydisk system. In Europe, continued robust demand for our audio
equipment and televisions helped boost sales 8.6%, to ¥317 billion ($2,534
million). In other areas, brisk semiconductor sales led a 3.1% increase, to ¥209
billion ($1,671 million).
Subject to shareholders' approval at the General Meeting of Shareholders to
be held in Tokyo on June 29, 1988, Sony will pay a cash dividend of ¥22.30
(before deduction of withholding taxes) per Depositary Share for the six
months ended March 31, 1988. This will bring the total cash dividend for the
fiscal year to ¥44.60 ($0.36) per Depositary Share.
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Acquisition of CBS Records
One of the year's major developments was our purchase of CBS Records
Group from CBS Inc., composed of CBS Records Inc. and related overseas
affiliated companies, and CBS Inc.'s share in the joint venture CBS/SONY
GROUP INC. The approximately $2 billion acquisition was founded on a
recognition of the important relationship between the software and hardware
sides of the consumer electronics business. Especially, the lasting growth of
the market for CD players hinges on the expansion of titles available on compact disc. Facilitating this decision was our 20 years of experience in the
music software business garnered through involvement with CBS/SONY
GROUP INC. in Japan.

CBS Records is the world's leading record company and is engaged globally
in the manufacture and sale of records, tapes, CDs, and video software. It
holds contracts with a host of top international artists in all musical genres.
As a subsidiary of Sony, CBS Records is expected to contribute signifkantly to
corporate growth, enhancing our audiovisual strategy by enabling us to jointly
develop the hardware and software segments of the market. The operating
results of these companies after January 5, 198S, the closing date of the transaction, are reflected in Sony's consolidated results for the year under review.

Akio Morita, Chairman and Chief Executive
Officer (left), and Norio Ohga, President
and Chief Operating Officer

Financing
The CBS Records acquisition was financed by short-term loans, commercial
paper issued in Japan, and internal funds. This short-term debt was refinanced
in April 1988, when we issued 20 million new shares of Common Stock and
¥92 billion ($736 million) of 1.4% unsecured convertible yen bonds through
public offerings in the Japanese market. These capital procurement activities
raised a total of about ¥200 billion ($1,600 million) and increased the total
number of shares outstanding as of April 30, 1988, to 259,023,136.
Globalization
Sony has long been one of corporate Japan's leading proponents of globalization. Accordingly, over the years we have established marketing and manufacturing operations around the world. Our commitment to global operations has
assumed even greater importance since September 1985, when the yen began
its long climb against the dollar.
Affirming our policy of manufacturing in each key market, recently we have
taken several steps to further strengthen our overseas production capabilities.
We opened an audio equipment plant in France, a CD production facility in
Austria, and an electronic components factory in Singapore. This trend will
continue in the year ahead, when operations are scheduled to begin at new
plants for color televisions and audio equipment in Malaysia and at magnetic
tape factories currently under construction in Thailand and Italy. We also plan
to expand production capabilities at a number of existing facilities, including
TV plants in the United States and the United Kingdom.
True globalization, however, is not achieved by simply shifting production
overseas. Recognizing this fact, in the fall of 1987 Sony Deputy President
Masaaki Morita moved to the United States as chairman of Sony Corporation
of America. In his new position, Deputy President Morita is better able to
make strategic business decisions affecting the key U.S. market.
In addition to internationalizing our manufacturing operations and
management systems, we plan to procure more parts from local suppliers and
to expand research and development activities abroad. The acquisition of CBS
Records was a vital first step in the global expansion of our software business.
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In such ways, Sony will raise both the quality and the depth of its involvement in overseas markets.

Measures for Future Growth
Today's global business environment remains uncertain and volatile. The
outlook for the U.S. and world economies defies prediction. Widening trade
friction, the continued appreciation of the yen, and growing competition from
Asia's newly industrializing countries are all likely to create a more severe
operating environment. Under such conditions, we will step up our efforts to
build a stronger corporate structure, to improve profitability, and to fulfill the
high expectations of our customers and shareholders.
Our energies will be channeled in five basic directions. First, we will strive
to build our nonconsumer businesses while solidifying our leadership in the
consumer electronics field. The former involves more aggressively marketing
our professional-use video equipment, semiconductors, and electronic components, as well as broadening our scope of activities in the information processing and telecommunications fields. The latter entails extending our lineup of
home-use video equipment to include VHS-format VTRs, expanding sales of
our audio equipment, and boosting television sales through the introduction of
high-performance, large-screen models. Second, we will pursue worldwide
development of the software side of our consumer electronics business, using
the addition of CBS Records as a springboard. Third, we will augment our
overseas production capacity by expanding existing facilities and establishing
new ones. Fourth, we will further rationalize and strengthen our international
manufacturing and marketing structures. A high priority will be placed on
continued improvements in productivity and reductions in cost, both at home
and abroad. Fifth, we will endeavor to elevate Sony's financial soundness to
even higher levels, primarily through tighter inventory controls, a critical
approach to capital investment decisions, and promotion of greater costefficiency in our R&D activities. Through such measures, we hope to build
on the strong recovery of the past year and put Sony back on a long, steady
growth curve.
May 25, 1988

Akio Morita
Chairman and
Chief Executive Officer

Norio Ohga

4

President and
Chief Operating Officer
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Bmm VTRs
1/2-inch Betam ax
VTRs
1/2-incn Betacam
systems
3/4-inch U-matic
VTRs

Cassette tape
recorde.:s
Radie-cassette
tape recorders
Stereo cassette
players

1-inch VTRs

Micracassette tape
recorders

Videotapes

Audiotapes

Color video
camer.as

Radios (AM, SW,
FM, multiband)

Black-and-white
video cameras

Digital clock radio
receivers

Optical videodisc
players

Car stereos

High Definition
Video System
Digital VTRs

Amplifiers
Tuners

Trinitron color TVs
Trinitron color
monitors
Trinitron color
displays
Black -and-white

TVs
Projection TVs
JumboTRON
Direct broadcasting
satellite reception
systems
Security systems

3.5-inch micro
floppydisk systems
Microcomputers
Workstations
CD-ROM systems
Information
processing
systems
Semiconductor
devices
Electronic
components
LL systems
Dictating machines
Word processors

Turntables

Induction cooking
ranges

Speaker systems

Telephones

System stereos

Telecommunication systefif.'IS

Compact disc
players
PCM audio
processors

Factory
automation
systems
Batteries

Digital audio tape
recorders

Accessories

Microphones

Audio software

Headphones

Video software

Cmnpact discs
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VIDEO EQUIPMENT
Sales of video equipment were Y437 billion

ED Beta

($3,498 million) in the fiscal year ended

ince Sony introduced the
first Betamax VTR in 1975,
applications for home-use
VTRs have expanded from the
time-shift viewing of recorded
television broadcasts to the
viewing of prerecorded video
software with high-quality picture and sound and the editing
of home movies.
Responding to these changes,
Sony has marketed a broad
range of Betamax VTRs. In
October 1987, Sony began
domestic marketing of ED Beta
and ED metal videotapes. The
1/ 2-inch ED Beta system, capable of more than 500 lines of
horizontal resolution, has earned
excellent reviews. Considered
ideal for use with large-screen
and high-quality TV monitors
and for viewing satellite broadcasts, the new system is
expected to carve a strong
niche in the home-use market.
U.S. sales are scheduled to
begin after the summer of
1988, and we are currently
planning ED Beta's entry into
the European market.

March 31, 1988, 1.3% more than in the previous 12-month period, and accounted for
30.6% of net sales. Sales of our 8mm video
products were up, but our 1/2-inch Betamax experienced declining sales despite
the market's favorable reception of the new
ED Beta. Sales gains were also registered
by our multidisc player, which can play all
three types of optical discs-COs, COVideos, and LOs. Our broadcast-use videotape recorders (VTRs) posted a slight drop
in sales, primarily because of delayed
switchovers to newer higher-performance
models by broadcast stations. Videotape
sales remained at the previous year's
levels, as downward pressure on prices
neutralized sales volume increases.

S

Sony began marketing a 5-inch
TV with a built-in 8mm video
deck. Used in conjunction with
a new miniature video camera,
this unit allows users to watch
what they have just filmed,
anytime and anywhere.

Entry into the
VHS Market

R

esponding to consumer
needs for equipment capable of playing available video
software, in January 1988 Sony
announced that it would begin
to manufacture and sell VHS
decks, a move calculated to
strengthen our home-use video
business. We made our first
shipment of VHS decks to
Europe in the spring of 1988,
with domestic sales planned to
begin in the summer of 19 8 8.
This move gives us a video
lineup that covers all three
existing formats, thus enabling
us to satisfy every user's preference. Also, our involvement in
all three formats will have a
synergistic effect on product
development, helping us solidify
our position as a comprehensive maker of video equipment.

Smm and

Personal Video
n 1985, Sony began
marketing light, compact
8mm camcorders, which offer
extended recording time and
superior picture quality. Our
Handycam lineup ranges from
lightweight camcorders for family videos to upmarket models
equipped with advanced features. Able to satisfy the diverse
needs of today's market, these
camcorders have enjoyed
strong sales.
Sony foresees the home
video market moving toward
an era of 11personal· video/'
when video will be enjoyed
anywhere without limitations
imposed by the equipment. To
promote this development,

I
Using the full potential of
Smm video's small size and
light weight, Sony is creating
the personal video concept,
making video-viewing possible
anytime and anywhere. A combination 5-inch TV and Smm
video deck allows video enjoyment indoors, outdoors, and
while traveling in all types of
vehicles.
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Broadcast- and
Professional-Use VTR
ony is a leading manufacturer of video equipment
used for professional purposes
by TV stations, film production
companies, schools, and other
enterprises. Commensurate
with this position, we played a
prominent role at the April
1988 National Association of
Broadcasters (NAB) Show in
Las Vegas, exhibiting a number
of new products and systems
indicative of the future of
broadcast-use VTRs.
A full lineup of Betacam SP
systems was exhibited, each
including equipment for electronic news gathering, studio
editing, and broadcasting.

S

Sony's lineup of Handycam
Bmm video camcorders has a
model to meet every user's
video-shooting skill level. The
Handycam Pro, which provides
high-quality pictures from a
small, 1.1-kilogram (2.4 pounds)
unit, features such advanced
capabilities as a digital shutter
speed of 1/2000th of a second,
making it ideal for capturing the
fast-paced action of a tennis
match or your favorite golf
player's swing.
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Sony's Betacam SP extends the
recording time and improves
the picture quality of Betacam,
introduced in 1981 as the
world's first 1/2-inch broadcastuse VTR and now recognized
as an international format. First
marketed in the summer of
19 8 7, Beta cam SP was used by
TV stations around the world
to broadcast the 19 8 8 Calgary
Winter Olympics and has been
adopted by the Republic of
Korea's sole private broadcasting network, Munhwa TV-Radio
Broadcasting Corp., for broadcasting the 24th Olympic
Games, to be held in Seoul
in September 1988.

Two new types of color
video cameras displayed at the
NAB Show use 380,000-pixel
charge-coupled devices (CCDs)
to provide 700 lines of horizontal resolution. Marketing of
the broadcast-use camera will
begin in July 1988, and the
professional-use model was
released in May 1988.
In 1987, Sony began selling
the world's first component
digital VTR. Following this, in
early 1988 we completed the
commercial development of a
D-2 composite digital VTR
system, which uses the National
Television System Committee
(NTSC) composite signal. First
displayed at the NAB Show,
the D-2 is scheduled for market release in July 1988, making Sony the only company
offering both component and
composite digital VTR systems.
Sony also introduced several
versions of its Library Management System, available in both

The superior mobility and
picture quality provided by
Betacam 1/2-inch video camera/
recorders has led to their wide-

Betacam and D-2 composite
digital formats. With a standard
storage capacity of 1,000
cassettes expandable to 4,000
cassettes, this system enables
stations to automate the broadcasting of commercial spots
and other program material.
Sony is an acknowledged
leader in the field of highdefinition TV Since 19 8 5,
we have marketed our High
Definition Video System
(HDVS), which includes a
VTR, camera, monitor, and
other advanced equipment, to
television stations and film production companies around the
world. Maintaining our lead in
this field, we unveiled four new
components of the system at
the NAB Show: a small, lightweight color camera system; a
38-inch Trinitron color monitor; an optical HDVS videodisc
player; and an NTSC downconverter.
With the introduction of
these products, Sony renews its
commitment to staying at the
forefront of technological developments in broadcast-use
video equipment. In this way,
we will continue to meet the
needs and expectations of our
customers.

spread use by TV stations and
production companies around
the world for electronic news
gathering.

Products such as the High
Definition Video System (HDVS),
which includes a camera, VTR,
monitor, and projector, have
established Sony as a leader in
the area of high-definition TV.
A special van equipped with
HDVS equipment facilitates onthe-spot recording and editing
of a fast-breaking story.

8

AUDIO EQUIPMENT
Audio equipment sales rose 10.9%, to ¥394

CD Players

billion ($3,153 million), constituting 27.5%

ince Sony introduced CD
players to the consumer
market in 1982, the digitization of audio equipment and
music software has made huge
strides. In response to these
advances, we have developed
and marketed a full complement of CD players. These
include tabletop decks, ranging
from upmarket models for the
audiophile to multifunction
decks within the average consumer's budget; highly compact, lightweight portable
Discman players; hybrid products combining CD players with
mini-component stereos and
radio-cassette tape recorders;
and units for use in car stereo
systems. Sales expanded solidly
in each of these categories
during the fiscal year.
In April 1988, we extended
our CD lineup by marketing
the first pocket -sized CD
player. The world's smallest
CD player, it can accommodate
both the standard 5-inch disc
and the new 3-inch disc, which
was introduced by CBS/SONY
GROUP INC. at the same time
as the player and has a playing
time of 2 0 minutes. We anticipate that strong demand for
the new disc, coupled with the
increasing popularity of hybrid
products, will lead to firm
growth in sales of CD players.
Since the introduction of its
CD players in 19 8 2, the Sony
Group has produced discs in
Japan and the United States. In
the summer of 1987, our ability
to meet growing worldwide
demand for this product was
enhanced when our third factory for disc manufacturing
started operations in Salzburg,
Austria.

of consolidated net sales. Sales in all categories advanced, with our extensive lineup
of Walkman and CD players leading the
way. Sony's broad array of audiotapes also
sold well, as did our stereo systems, which
were spurred by especially brisk sales of
mini-component stereo systems in Japan.

Sony's new cassette-casesized multiband radio tunes
the busy international businessperson in to the world's
events with digital tuning,
superior indoor reception
provided by an active antenna/
amplifier unit, and an autovoltage AC adaptor usable
around the world.

S

Oigitization is the current
catchword not only for discs
but also for tapes. In March
1987, Sony entered the digital
audio tape (OAT) market by
releasing a OAT deck and cassette for the consumer market
in 1apan. In the fall of the same
year, these products were also
offered in Europe.

Walkman Audiocassette
Players

T

he introduction of the
Walkman in 1979 added a
new dimension to leisure by
making possible the enjoyment
of music anytime and anywhere, thus creating a huge
market. Sony has maintained
leadership in the market for
headphone stereo-cassette players by regularly offering new
models that satisfy diverse
consumer preferences. During
the year, we introduced several
new models in response to
users' calls for easier operation
and distinctive designs.

Other Consumer
Audio Products
ince marketing its first ~
transistor radio in 19 55,
Sony has striven to create
radios that meet changing
consumer needs. One such
product is our new cassettecase-sized, multiband radio,
released in 1apan in 1anuary
1988. The radio's small size
and unusually wide bandwidth
make it ideal for globe-trotting
businessmen.
In the fall of 1987, Sony
responded to the growing market for mini-component stereos
by introducing a new model in
its Liberty series to the 1apanese

S
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Advanced CD technologies
have placed Sony firmly in the
vanguard of the digitization of
audio equipment. In 1988, we
affirmed our leadership with
the introduction of Pocket
Discman, the world's smallest
and, at 300 grams (10.6 ounces),
lightest CD player. Designed for
the new 3-inch disc but also capable of playing the conventional 5-inch CD, Pocket Discman
brings superior digital audio

10

sound to people on the go.

market. Superior sound and
performance combined with
an aggressive marketing
campaign have resulted in
strong sales.
In response to growing
European demand for our quality audiotapes, we are constructing a factory for the
manufacture of audiocassette

tapes in the northern Italian
town of Rovereto. Production
is scheduled to begin in the fall
of 1988.

Professional-Use
Audio Equipment
ony's audio equipment for
professional uses, which
includes microphones, headphones, and tape recorders, has
gained a solid reputation for
reliability and ease of operation. Applying the digital

S

technology featured in our
consumer-oriented CD players,
we have developed a full line of
professional-use equipment
that includes a digital audio
tape recorder, a digital processor, and a CD player and mastering system, all of which are
selling well. In February 1988,
we released a digital editing
machine to be used with our
CD mastering system for the
production of master tapes. By
fully utilizing our digital technologies, we aim to further
expand the professional-use
segment of our audio equipment business in the years
ahead.

Walkman, which allows people
to take stereo sound wherever
they go, remains highly popular
as Sony meets consumer
demands for easier operation
and more fashionable designs.
"My First Sony Walkman," part
of our new series of children's
audio equipment, enables
youngsters to enjoy music
while limiting the volume to
levels harmless to their ears.

The success of the CD has
created a need for higher-quality
digital masters. Sony's CD mastering system enables the production of a digital master tape
faithful to the quality of the
original recording.
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TELEVISIONS
Television sales were Y310 billion ($2,481

Home-Use TVs

million), a 0.9% increase over the previous

I

12-month period. This represented 21.7%
of net sales for the year. Sales were fueled
by expansion in the domestic market,
which enjoyed strong demand for largescreen sets and equipment for receiving
satellite broadcasts. Our professional-use
displays and monitors also recorded gains,
led by expanded sales of our computer
displays, especially in overseas markets.

Since Japan's first 24-hour
direct broadcasts from satellite
(DBS) began in July 1987, the
Japanese viewing public has
been greatly impressed by the
medium's crisp picture and
high-quality pulse code modulation (PCM) digital sound. Sony
helped meet rising demand for
DBS equipment by introducing
a DBS reception system that
includes parabola and flat
antennas and a TV with a builtin DBS converter and tuner.
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n recent years, demand for
large-screen TV monitors
with high-quality picture and
sound reproduction has risen
significantly, and Sony has reaffirmed its technological leadership by assembling a lineup of
TV s to meet this need. In the
past fiscal year, this lineup was
enhanced by the addition of a
3 2-inch Black Trinitron model.
We also developed a 43-inch
Trinitron cathode-ray tube
{CRT), part of our aggressive
preparation for the age of
larger, higher-resolution
televisions.
Coinciding with the advent
of direct broadcasts from satellite {DBS) in Japan, Sony began
marketing a complete DBS
reception system, including
a tuner and antenna. Our
response to the needs of this
new market also included the
introduction in February 1988
of a flat antenna, which offers
greater convenience in installation and choice of setting.
In view of the growth of
overseas markets and the continued rise of the yen, Sony is
strengthening its overseas production capabilities by establishing new facilities and
expanding existing ones. During the year, we founded Sony
TV-Video {Malaysia) Sdn. Bhd.,
our first TV plant in Southeast
Asia. Production at the new
company is scheduled to begin
in the middle of 1988. Other
plans call for a doubling of
capacity at our TV facility in
Bridgend, United Kingdom, by
the summer of 1988.

Professional-Use
Monitors

S

any's Trinitron color CRTs
are widely used in industrial applications demanding
superior picture quality and
precision. Such applications
include computer displays as
well as TV monitors used by
the broadcasting industry, educational institutions, medical
facilities, and other organizations. During the year, we
achieved significant increases in
sales of computer displays provided to other makers on an
original equipment manufacturing basis, including those
used in computer-aided design
and manufacturing systems.
Monitor sales also rose, particularly of models employed for
TV station use and other
professional purposes.
11
]umboTRON," a giant display system unveiled in 1985,
continued to make steady sales
gains. Able to display bright,
vivid images even under sunny
skies, JumboTRON has proven
extremely popular as an
outdoor display.
We have marketed highdefinition TV monitors since
1985, when we introduced our
High Definition Video System.
In April 1988, we brought out
a new 38-inch monitor that
further enhances our HDVS
lineup. The new monitor's
market release is planned for
the second half of 19 8 8.
Sony holds the largest share
of the market for professionaluse projection TV s. This
includes a particularly high
share of units used in airliners.
Fully utilizing our Trinitron
display technologies, we will
rise to the challenges offered by
the widening range of professional applications for displays
and by consumers' growing
demand for large-screen TV
monitors with picture quality
capable of meeting the standards
of high-definition broadcasting.

To enable viewers to fully
enjoy the high-quality picture
and sound provided by such
media as ED Beta, LD, and

co-

Video, Sony has assembled a
comprehensive lineup of highresolution, large-screen TVs
and monitors, such as the new
32-inch Trinitron color
television.
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OTHER PRODUCTS
Sales of our other products category
jumped 44.4%, to Y290 billion ($2,318 million), or 20.2% of net sales. The strong
domestic and overseas sales growth
recorded by our 3.5-inch micro floppydisk
system and semiconductors was the main
force behind the best category performance in the Company during the past
year. Our recently introduced NEWS engineering workstation also contributed to
sales growth.

Introduced to the Japanese
market in the spring of 1988,
our new cordless telephone
enables up to 12 hours of continuous conversation and automatically selects from among
10 channels the frequency with
the least noise interference by
using the multichannel access
(MCA) method.

Semiconductors
he value of our total annual
semiconductor production
reached ¥8 5 billion ($680 million), exceeding our forecasts.
Begun in 1984, outside sales
increased markedly in the fiscal
year ended March 31, 1988,
accounting for approximately
50% of total semiconductor
production. This rise was due
to strong sales of our main products, including integrated circuits for COs, microcomputers,
and CCDs, which were stimulated by the growing markets
for CD players, 8mm video
equipment, and floppydisk
drives.
We strengthened our
semiconductor manufacturing
operations during the year by
establishing Sony Nagasaki
Corporation, a wholly owned
subsidiary that will produce
CCDs and metal oxide semiconductor (MOS) devices, such
as static random-access memory
(SRAM) chips and microcomputers. Sony Nagasaki's facilities, formerly used by Nippon
Fairchild K.K. and purchased
by Sony from Schlumberger,
Ltd., feature advanced equipment meeting the stringent
demands of submicron manufacturing technology.
The semiconductor market
should maintain its growth
over the next year. Demand for
devices used in consumer
audio and video products is
expected to strengthen as the
move to digital audio is matched
by greater digitization in the
video field. Sony, a leader in
both areas, is well positioned to
take advantage :of these trends.

T

Computer Peripherals
ales of our 3.5-inch micro
floppydisk system grew
because of greater acceptance
by computer manufacturers in
the rapidly expanding U.S. personal computer market. Shipments to European and Japanese
makers also showed solid gains.

S
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In response to strong U.S.
demand, we began local production of micro floppydisks
and disk drives in January and
April of 1988, respectively. In
mid-1987, we completed the
development and began shipments of a 2-inch data disk
system for portable word processors.
Applying our digital
technologies to areas other
than audio equipment, we have
made important contributions
to the development of data
storage systems for use with
computers. Currently marketed
systems center on applications
of CO-ROMs (compact discread-only memories), such as
encyclopedias and telephone
directories on disk. In November 1987, we reached an agreement with N.V. Philips of the
Netherlands on the basic specifications for a CD write-once
system intended for professional applications. In March
1988, together with HewlettPackard Co. of the United
States, we proposed standards
for the application of digital
audio tape as a data storage
medium.

NEWS
n early 1987, we began
shipments of NEWS, our 3 2bit engineering workstation
designed primarily for software
development applications. In
addition to its 3 2-bit central
processing unit (CPU), NEWS
is equipped with a modified
UNIX operating system capable of processing Japanese
characters as well as communications software necessary for
networking with other workstations. Competitively priced
with standard personal computers, this highly advanced system has both contributed to
greater use of engineering
workstations in Japan and
enhanced Sony's strong
position in the market.

I

Sony's NEWS, a 32-bit super
workstation, is widely used in
Japan. Enhancements such as
a fuller lineup of peripheral
equipment and application
software are expected to complement more aggressive marketing of the system in the
United States and Europe.
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The growing demand for
workstations is attracting new
players to the market, leading
to intensified competition on
both price and performance.
Sony will meet this challenge
head-on by expanding its
NEWS lineup to include
lower-priced models, workstations equipped with
CD-ROM systems, and highperformance 32-bit CPU
versions. To expand sales, we
plan to enhance NEWS's capabilities by adding desktop

publishing applications and
to garner a strong foothold in
overseas markets through local
production and marketing.

Electronic Components

0

ur electronic components
registered strong sales,
mainly led by optical pickups
for CD players and heads for
tloppydisk drives. Sony's manufacturing setup for such items
was enhanced with the establishment of Sony Precision
Engineering Center (Singapore)
Pte., Ltd., which began operations in July 1987 and provides molded and machined
precision components to our
plants around the world.

Record Business

I

n January 1988, Sony
acquired CBS Records Group
from CBS Inc. As a result, Sony
now holds 100% of the shares
of CBS Records Inc. and related
overseas affiliates as well as
CBS Inc.'s share of the joint
venture CBS/SONY GROUP

Sony Nagasaki, one of our four
subsidiaries engaged in semi-

INC. Revenues recorded by
these companies after January
5, 1988, which amounted to
¥39 billion ($312 million), have
been included in Sony's consolidated net sales for the period
under review.

CBS Records

A

number of international
hits and the continued
strong public response to COs
enabled CBS Records to post
strong sales and pretax earnings
in 1987. The pop and rock
superstars of the Columbia
and Epic labels dominated
sales charts around the world,
with such releases as Michael
Jackson's Bad and Bruce
Springsteen's Tunnel of Love
leading the way. Newer artists
also scored big. George Michael's
first solo album, Faith, was a
smash, and Terence Trent
D'Arby's Columbia debut
established him as an international star. CBS Masterworks
enjoyed its best year ever, with
successful albums by such
established classical musicians
as pianist Murray Perahia and
such newcomers as Soviet
emigre pianist Vladimir
Feltsman.

conductor manufacturing, will
complete construction of an
advanced clean room in the
summer of 1988 and begin production of wafers for CCDs and
metal oxide semiconductors,
including SRAMs, in the fall.

Walter R. Yetnikoff is President
and CEO of CBS Records Inc.
Under his leadership, CBS
Records has grown into the
leading and most diversified
recorded-music company in
the world, and he has been
directly involved in developing
the careers of such superstars
as Michael Jackson, Bruce
Springsteen, Barbra Streisand,
and Billy Joel.
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Michael Jackson reaffirmed
his position as pop music's
most captivating star with a new
multimillion-selling album, Bad,
on CBS Records' Epic label,
and his first worldwide tour as
a solo artist.
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As the international music
scene has become more varied
and less dependent on American
and British artists, CBS Records
has expanded its business and
search for new talent through
its subsidiaries and affiliates
around the world. In 1987,
these companies again turned
in solid performances.

Columbia House, the directmarketing division of CBS
Records, also tallied increases
in sales and earnings. The division's three operations, the
Columbia Record and Tape
Club, the CBS Video Club,
and the Compact Disc Club,
all registered gains.

CBS/SONY GROUP INC.

E so- so

stablished in 1968 as
a
joint venture
between Sony and CBS Inc.,
CBS/SONY GROUP INC. has
grown from a pioneer of the

fledgling Japanese record
industry to a leader of a
multibillion-yen industry. In
1987, sales of releases by CBS/
SONY GROUP INC. artists,
such as Seiko Matsuda and
Rebecca, were up markedly.
In the years ahead, we will
accord the highest priority to
the global development of our
audio and video software business. Our CD plants, located in
Japan, the United States, and
Austria, give us a CD production capacity unmatched in the
world. In addition to taking
advantage of this position, Sony
will expand its music video
software operations in recognition of the growing importance
of video in the music industry.

Bruce Springsteen's latest
Columbia album, Tunnel of
Love, reached the number one

position on the Billboard album
chart and figured prominently in
the Columbia artist's sold-out
U.S. tour.

Poison and Remix Rebecca,

both by the Japanese rock group
Rebecca, were CBS/SONY's
biggest hits in the Japanese
market during 1987.
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Financial Review
The following financial review
of the fiscal year ended March
31, 1988, is Sony's first fullyear analysis of results since
November 1, 1986, when the
Company changed its fiscal
year-end to March 31. To facilitate analysis of Sony's performance in the year under
review, comparisons have been
made with relevant, unaudited
figures from the 12-month
period ended March 31, 1987.

Analysis Of Operations
Consolidated net sales for the
fiscal year ended March 31,
1988, reached ¥1,431.2 billion
($11,450 million). This represents a 10.5% increase over the
12-month period ended March
31, 1987.
Gains were achieved in all
geographical areas. In Japan,
sales grew 21.2%, fueled by
solid performances in all product categories. Strong demand
for home electronics products
and the recovery of the semiconductor market helped support rising sales for Sony's
8mm camcorders, Trinitron
color TVs, CD players, and
semiconductor devices, including CCDs and LSis for CD
players. In the United States,
expanding sales of 8mm VTRs,
audio equipment, 3.5-inch

micro floppydisk systems, computer displays, and semiconductors led to a significant gain
in dollar terms. However, the
16% appreciation of the yen
against the dollar held the
growth of U.S. sales to 5.1% in
yen terms. The average rate for
the fiscal year was $1 = ¥ 13 7, as
compared with $1 = ¥15 9 for
the previous 12-month period.
European sales rose 8.6%,
owing to the favorable performances of 8mm VTRs, CD players, and Trinitron color TV s.
Sales in other overseas markets
increased 3.1 %, largely on the
strength of solid showings by
Sony's 8mm VTRs, CD players,
and semiconductors. Japan sales
accounted for 33.5% of consolidated net sales, 3.0 percentage
points higher than in the previous 12-month period, and
overseas sales provided 66.5%.

Yen/Dollar
Exchange
Rates

Operating income for the
fiscal year made a significant
recovery from results recorded
in the previous 12-month
period, rising 357.1%, to ¥56.0
billion ($448 millionL as a
result of the strong sales performance and successful costcutting efforts. The ratio of
cost of sales to net sales
improved 2.5 percentage points
from the previous 12 months,
falling from 76.9% to 74.4%.
The ratio of selling, general,

Operating
Income

(Average rate on
a quarterly basis,
¥/U.S.$ 1)
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Net Working
Capital
(Billion¥)

Depreciation and
Amortization
(Bi llion ¥)

and administrative expenses
to net sales also moved lower,
declining 0.3 percentage
points. Consequently, the ratio
of operating income to net
sales advanced 3.0 percentage
points, rising from 0.9% in the
12-month period ended March
31, 1987, to 3.9% in the year
under review.

Other income dropped
1S.4%, to ¥SS.4 billion ($443
million), because of lower interest rates and a decline in foreign exchange gains. In the
previous 12-month period, the
extreme appreciation of the
yen led to foreign exchange
gains of ¥19.9 billion, mainly
earned on foreign exchange
contracts. During the year
under review, however, such
gains were ¥13.8 billion ($110
million). Other income during
the year under review also
included a special gain of
approximately ¥2 billion
($16 million) from the public
sale of shares of Sony Chemicals Corp., which corresponded
with the subsidiary's listing on
the Tokyo Stock Exchange.
Other expenses rose 9.9%,
to ¥3 7.9 billion ($303 million).
This increase was due to a
12.8% rise in interest costs,
resulting primarily from the use
of commercial paper and bank
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* Five-month fiscal period ended March 31, 1987

loans to fund the purchase of
CBS Records Inc. and related
overseas affiliates as well as
CBS Inc.'s shares in CBS/SONY
GROUP INC.

Income before income taxes
rose 70.0%, to ¥73.S billion
($S88 million). Income taxes
jumped 67.9%, to ¥40.0 billion
($3 20 million), and income
taxes as a percentage of income
before income taxes was S 4 .4%,
down from S S.O% in the previous 12-month period.
Income from consolidated
companies was up 72.6%, to
¥33.S billion ($268 million).
Equity in earnings of affiliated
companies fell 42.8%, to ¥3.2
billion ($26 million), primarily
because of losses by certain
subsidiaries in Brazil, which is
experiencing an economic
downturn, and also owing to
the consolidation of CBS/SONY
GROUP INC., which was previously accounted for by the
equity method. The consolidation occurred when Sony
acquired CBS Inc.'s interest in
the former so-so joint venture
as part of the purchase of CBS
Records Inc. on January S, 1988.

Net income surged 46.8%
over the previous 12-month
period, reaching ¥36.7 billion
($294 million). The ratio of net
income to net sales also
improved, rising from 1.9% to
2.6%. Primary net income per
Depositary Share (each D epositary Share represents one share
of Common Stock) was ¥148.9
($1.19), up from ¥108.2 in the
previous 12 months, and fully
diluted net income per Depositary Share was ¥143.8 ($1.15),
bettering the previous 12month period's ¥103.8.

Capital Resources and
Financial Position
To promote future business
expansion and assure a sound
financial position, Sony pursued aggressive financing and
investment programs during
the period under review.
In August 1987, Sony issued
¥7 5 billion ($600 million) in
1.5 % unsecured convertible
bonds due September 30,
2002. This issue was made in
public offerings outside the
United States and Canada to
non-U.S. and non-Canadian
persons. Funds from this issue
were mainly used to expand
production facilities for semiconductors.

In April 1988, Sony issued
1.4% unsecured convertible
bonds due September 30,
2003, amounting to ¥92 billion ($736 million). The offer
was made publicly outside the
United States and Canada to
non-U.S. and non-Canadian
persons. In the same month,
the Company made a public
offering, again outside the
United States and Canada, of
20 million shares of Common
$tock. Proceeds from these
bond and stock issues totaled
approximately ¥200 billion
($1,600 million) and were used
to repay short-term debt, to
replace internal funds, and to
make investments in subsidiaries, all of which had mainly
been used to finance the acquisition of CBS Records Inc. and
related overseas affiliates and
of CBS/ SONY GROUP INC.
(See notes 9 and 16 of the
Notes to Consolidated
Financial Statements.)

Working capital provided by
operations amounted to ¥130.0
billion ($1,040 million). Net
working capital declined
¥202.7 billion ($1,622 million),
from ¥335 .3 billion to ¥132.6
billion ($1,061 million). This fall
was attributable to a decrease

Capital
Investments
(Billion¥)

R&D Expenditures
and Percent of
Net Sales
(Billion¥ )

/

• Expenditures
• Percent of net sales

* Five-month fiscal period ended March 31, 1987
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Total Assets and
Stockholders'
Equity
(Billion¥)

in marketable securities and an
increase in short-term borrowings, including commercial
paper and bank loans, in connection with the CBS Records
Inc. acquisition.

Depreciation and amortization rose 3.0%, to ¥86.4 billion
($691 million). This amount
includes amortization of intangible and other assets acquired
through the purchase of CBS
Records Inc. Depreciation
amounts for prior fiscal periods, presented in the Five-Year
Summary of Selected Financial
Data, have been restated to
include amortization of intangible and other assets, which
had previously been considered
insignificant.

• Total assets
• Stockholders' equity

Stockholders'
Equity per
Depositary
Share
(¥)
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Sony's capital investments
for the year ended March 31,
1988, were ¥133.5 billion
($1,068 million), 23.9% greater
than in the previous 12-month
period. The additional expenditures were mainly used for
expanding production facilities
for semiconductors, magnetic
products, and displays and
image devices.

Research and development
expenditures for the period
under review were ¥127.5 billion ($1,020 million), down
2.8% from ¥131.2 billion in the
previous 12-month period. The
ratio of R&D expenses to net
sales was 8.9%, compared with
10.1% registered in the previous
12 months. For the past five
years, Sony has allocated 8% to
10% of its annual net sales to
R&D, underscoring its belief
that active R&D is a vital factor
in positioning the Company for
long-term growth.
As of March 31, 1988,
total assets of Sony and its
consolidated subsidiaries were
¥1,866.9 billion ($14,935 million), representing a 3 2.3%
expansion from ¥1,411.2 billion, the figure as of March 31,
1987. This rise is primarily
attributable to the acquisition
of CBS Records Inc. Stockholders' equity grew 6.8%, to
¥650.3 billion ($5,203 million), as a result of increases in
net income, Common Stock,
and additional paid-in capital
achieved through the conversion of convertible bonds.
Stockholders' equity per Depositary Share was ¥2,605.5 5
($20.84), which was based on
the average number of shares
outstanding during the fiscal
year ended March 31, 1988.

Sony Corporatio n and consolidated subsid iaries

Quarterly Financial and Stock Information (Unaudited)
Year ended March 31

Billions of yen except per share amounts
1st Quarter
1987

1988

2nd Quarter
1987

1988

3rd Quarter
1987

1988

Millions of U.S . dollars except per share amounts
4th Quarter
1987

4th Quarter

1988

N et sales
¥316.9 ¥311.4 ¥301.5 ¥332.5 ¥380.2 ¥408.6 ¥296.4 ¥378.7
Cost of sales
242.7
239.5
249.0
274.3
240.1
289.6
301.8
224.1
Selling, general and
administrative expenses
78.0
72.5
75.4
86.6
101.8
67.1
89.0
74.8
(0.2)
9.7
Operating income (loss)
1.3
5.1
14.7
8.0
26.5
3.2
(2.5)
(1.9)
(4.8)
(0.6)
(1.9)
(1 .0)
(1.4)
(1.2)
Interest income and expense- net
(0.9)
(1.8)
Foreign exchange gain (loss)
7.7
10.5
2.0
7.5
5.0
3.7
Income before income taxes
14.6
ll.S
10.0
11.6
8.8
29.5
9.8
20.9
13.0
10.8
Income taxes
8.9
8.6
5.6
7.6
3.2
6.1
Net income
8.3
3.4
3.5
4.3
6.8
20.7
6.4
8.3

1988

$3,029.8
2,194.6
814.0
77.3
(38.4)
62.0
167.9
86.2
66.8

Net income per Depositary Share:
Primary
¥ 35.9 ¥ 14.6
Fully diluted
14.6
33.9

¥ 15.0 ¥ 18.2
17.8
15.0

¥ 29.5 ¥ 81.7
28.1
77.5

¥ 27.8 ¥ 33.1
26.6
32.2

$

¥ 20.6 ¥ 18.5

¥ 21.5 ¥ 20.1

¥ 20.5 ¥ 21.9

¥ 21.2 ¥ 25.9

$ 206.5

49.5
32.8

395.8
262.6

Depreciation and amortization
Capital investments
(additions to fixed assets)
R&D expenditures
Tokyo Stock Exchange price
per share of Common Stock:
High
Low

22.1
32.1

24.2
33.9

21.7
26.2

29.4
28.8

32.1
32.7

30.4
32.0

31.9
40.2

¥4,010 ¥4,450
3,370 2,560

¥3,440 ¥5,650
2,800 3,850

¥3,800 ¥5,710
2, 880 3,800

¥3 ,600 ¥5,360
2,750 4,600

New York Stock Exchange price
per American Depositary Share:
$ 23% $ 29%
High
Low
19 7/s
18 1/ 4

$ 21 7/ 8 $ 38
25%
18 1/s

$ 2 3 1/2 $ 40 1/4
25 1/s
18 %

$ 23 1/2 $ 42
35%
19 1/s

0.26
0.26

Notes: l. U.S. dollar amounts have been translated from yen, for convenience only, at the rate of¥125 = U.S.$1, the Tokyo foreign exchange market rate
as of March 31, 19 88, as described in Note 3 of Notes to Consolidated Financial Statements.
2. Primary net income per Depositary Share is based on the average number of shares outstanding during each period and the number of shares
issuable upon the conversion of common stock equivalents. When dilutive, warrants are included as common stock equivalents using the
treasury stock method.
3. Fully diluted net income per Depositary Share assumes that all convertible bonds and debentures were converted into common stock and all
dilutive warrants outstanding were exercised.
4. The quarterly financial data over the 12-month period ended March 31, 1987, presented for comparative purposes, were prepared using
accounting principles substantially consistent with tho se used in preparing quarterly financial data for the fiscal year ended March 31, 1988.
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Sony Corporation and consolidated subsidiaries

Five-Year Summary of Selected Financial Data

Thousands of
U.S. dollars except
per share amounts

Millions of yen
except per share amounts
Year ended October 31
1983

1984

1985

Year ended March 3 1
19 86

1987*

1987

Year ended March 3 1

1988

1988

(Unaudited)

FOR THE FISCAL
PERIOD
N et sales:
Overseas
Japan
Total
Operating income
Income before income taxes
Income taxes
N et income
Net income per
Depositary Share:
Primary
Fully diluted
Depreciation and
amortization
Capital investments
(additions to fixed assets)
R&D expenditures

¥ 789,465 ¥ 916,487 ¥1,054,27 4 ¥ 933,839 ¥ 370,277 ¥ 899,616 ¥ 951,800
321 ,556
345,059
366,511
391 ,319
177,472
395,428
479,422
547,749 1,295,044 1,431,222
1,111,021 1,26 1,546 1,420,785 1,325 ,158

$ 7,614,400
3,835,376
11,449,776

64,180
51,475
29,584
29,791

131,769
140,376
77,165
71,431

133,684
141,911
78,023
73,021

33,777
76,405
41,037
41,888

18,946
23,905
14,440
13,261

12,252
43,230
23,798
25,021

55,999
73,497
39,961
36,734

447,992
587,976
319,688
293,872

129.0
125.9

309.3
289.8

316.0
292.5

181 .2
169.0

57.3
54.2

108.2
103 .8

148.9
143.8

1.19
1.15

55,334

56,478

72,025

80,756

33,981

83,841

86,354

690,832

56,648
89,160

80,386
99,925

130,416
110,636

94,139
121,395

50,365
50,746

107,754
131 ,151

133,538
127,488

1,068,304
1,019,904

¥ 239,818 ¥ 273,687 ¥ 318,610 ¥ 345,8 35 ¥ 335,258 ¥ 335,258 ¥ 132,563
4 78,291
542,180
599,163
606,392
608,834
608,834
650,346

$ 1,060,504
5,202,768

AT FISCAL
PERIOD-END
N et working capital
Stockholders' equity
Stockholders' equity per
Depositary Share
Total assets
Average number of
shares outstanding
during the fiscal period
(thousands of shares)
Number of shares issued
at fiscal period-end
(thousands of shares)
Number of employees

2,071.61
1,230,637

2,347.88
1,309,659

2,593.29
1,447 ,261

2,622.54
1,450,145

2,632.96
1,411,230

2,633.03
1,411,230

2,605.55
1,866,857

230,879

230,923

231,043

231,223

231,236

231 ,230

249,600

230,887

230,924

231,148

231,225

231,236

231 ,236

238,769

42,700

44,000

44,900

48,700

47 ,600

47 ,600

60,500

20.84
14,934,856

Notes: l. U.S. dollar amounts have been translated from yen, for convenience only, at the rate of¥125 =U.S.$1, the Tokyo foreign exchange market rate
as of March 31 , 1988, as described in Note 3 of Notes to Consolidated Financial Statements.
2. Primary net income per Depositary Share and stockholders' equity per Depositary Share are based on the average number of shares outstanding during each period and the number of shares issuable upon the conversion of common stock equivalents. When dilutive, warrants are
included as common stock equivalents using the treasury stock m ethod.
3. Fully diluted net income per Depositary Share assumes that all convertible bonds and debentures were converted into common stock and all
dilutive warrants outstanding were exercised.
4. The unaudited financial data for the year ended March 31, 1987, presented for comparative purposes, were prepared using accounting principles substantially consistent with those used in preparing financial data for the year ended March 31, 198 8.
• Five-month fiscal period ended March 31 , 1987.
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Sony Corporation and consolidated subsidiaries

Composition of Net Sales by Area and Product Group

Thousands of
U.S . dollars

Millions of yen
Year ended October 31
1983

1984

1985

Year ended March 3 1

Year ended March 31
1986

1987*

198 7

1988

1988

(Unaudited)

Sales by Area
Japan

¥ 321,556¥ 345,059 ¥ 366,511 ¥ 391 ,319
28.9%
27.4%
25 .8%
29.5%

¥177,472 ¥ 395,428 ¥ 4791422
33.5%
32.4%
30.5%

$ 318351376

United States

317,315
28.6

428 ,207
33 .9

477,559
33.6

426 ,676
32.2

160,865
29.4

405,322
31.3

4261132
29.8

314091056

Europe

232,372
20.9

220,788
17.5

249,123
17.5

278,258
21.0

132,086
24.1

291 ,70 2
22.5

316)66
22.1

215341128

Other areas

239,778
21.6

267,492
21.2

327,592
23.1

228 ,90 5
17.3

77,326
14.1

202,592
15.7

2081902
14.6

116711216

¥1,111,021 ¥1,261,546¥1,420,785¥1,325,158

¥547,749 ¥1,295,044 ¥1A31 1222

$1114491776

¥ 457 ,051 ¥ 512,041 ¥ 515,531 ¥ 462,264
41.1 %
40.6%
36.3%
34.9%

¥ 182,219 ¥ 431,428 ¥ 4371190
30.6%
33 .3%
33.3%

$ 314971520

N et sales

Sales by Product Group
Video equipment
Audio equipment

245,887
22.1

271 ,51 7
21.5

338,356
23.8

345,5 20
26.1

15 1,241
27.6

355,448
27.5

3941150
27.5

311531200

T elevisions

267, 176
24.1

297 ,172
23.6

364,827
25 .7

319 ,4 14
24.1

127,888
23.3

307,502
23.7

3101120
21.7

214801960

Other products

140,907
12.7

180,816
14.3

202,071
14.2

197 ,960
14.9

86,401
15.8

200,666
15.5

289)62
20.2

213181096

¥ 547 ,7 49 ¥1,295,044 ¥1A31 1222

$11A49 1776

N et sales

¥1,111,021 ¥1,261,546 ¥1,420,785 ¥1 ,325,158
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Sony Corporation and consoli dated subsidiaries

Consolidated Balance Sheet

Thousands of
U.S. dollars
(Note 3)

Millions of yen
October 31

ASSETS

Current assets:
Cash
Time deposits (Note 9)
Marketable securities (Note 7)
Notes and accounts receivable, trade
Notes and accounts receivable, affiliated companies
Allowance for doubtful accounts and sales returns
Inventories (Note 5)
Prepaid expenses and other current assets
Income tax prepayments

1986

¥

March 31
1987

March 31

1988

41,306 ¥
35,465 ¥
54,641
104,787
117,449
163,316
129,711
132,192
99,379
239,464
211,758
292,932
66,904
57,772
60,906
(12,042)
(12,945)
(28,102)
313,299
302,909
334,656
37,101
23,670
54,705
53,600
53,938
44,402

1988

$

437,128
1,306,528
795,032
2,343,456
487,248
(224,816)
2,677,248
437,640
355,216

Total current assets

974,130

922,208

1,076,835

8,614,680

Investments and advances:
Affiliated companies (N ote 6)
Directors, officers and employees
Other (Notes 7 and 9)

90,534
1,607
22,758

86,690
1,820
26,857

62,431
2,183
62,548

499,448
17,464
500,384

114,899

115,367

127,162

1,017,296

Property, plant and equipment (Note 14):
Land
Buildings
Machinery and equipment
Construction in progress

50,553
180,649
439,164
10,309

51,176
184,094
461,189
17,439

Less- Accumulated depreciation

680,675
348,053

713,898
370,763

578,816
1,814,224
4,491,200
144,784
7,029,024
3,618,584

332,622

343,135

72,352
226,778
561,400
18,098
878,628
452,323
426,305

8,428
20,066

8,527
21,993

28,494

30,520

¥1,450,145

¥1,411,230

122,860
113,695
236,555
¥1,866,857

982,880
909,560
1,892,440
$14,934,856

Other assets (Notes 4 and 8):
Intangibles
Other

The accompanying notes are an integral part of this statement.
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3,410,440

Thousands of
U.S. dollars
(Note 3)

Millions of yen
October 31

LIABILITIES AND STOCKHOLDERS' EQUITY

March 31

March 31
198 7

1988

1988

Current liabilities:
Short-term borrowings (Note 9)
¥ 155,222
Current portion of long-term debt (Notes 9 and 14)
1,921
Notes and accounts payable, trade
240,286
Notes payable, construction
14,694
Notes and accounts payable, affiliated companies
47,184
Dividends payable
5,145
Accrued income and other taxes
25,611
Other accounts payable and accrued liabilities
138,232

¥ 151,969
4,147
205,250
12,214
46,133
4,309
26,341
136,587

¥ 298,745

$ 2,389,960
22,064
2,462,168
80,088
470,728
43,104
405,784
1,680,280

628,295

586,950

143,896
47,016
24,546

143,360
47,642
24,444

215,458

215,446

Total current liabilities

Long-term liabilities:
Long-term debt (Notes 9 and 14)
Liability for severance indemnities (Note 10)
Deferred income taxes

Stockholders' equity (Note 12):
Common stock, ¥50 par valueAuthorized -920,000,000 shares
Issued: 1986-231,225,268 shares
1987-231 ,236,181 shares
1988-238,7 68,767 shares
Additional paid-in capital
Legal reserve
Retained earnings appropriated for special allowances
Retained earnings
Cumulative translation adjustment

1986

2,758
307,771
10,011
58,841
5,388
50,723
210,035
944,272

7,554,176

195,953
51,610
24,676
272,239

1,567,624
412,880
197,408
2,177,912

189,320
958,592
62,696
97,600
4,422,664
(528,104)

11,97 5
11,97 5
99,654
6,150
10,525
521,032
(42,944)

99,692
6,322
10,957
529,412
(49,524)

23,665
119,824
7,837
12,200
552,833
(66,013)

606,392

608,834

650,346

5,202,768

¥1,450,145

¥1,411,230

¥1,866,857

$14,934,856

Commitments and contingent liabilities (Note 15)
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Sony Corporation and consolidated subsidiaries

Consolidated Statement of Income and Retained Earnings

Thou sands of
U.S. dollars
(Not e 3)

Millions of yen
Five m onths
Year
ended March 3 1 ended March 3 1

Year ended October 31
19 85

Sales and operating revenue:
Net salesOverseas
Japan

Operating revenue
Costs and expenses:
Cost of sales (Note 13)
Selling, general and administrative
Operating income
Other income:
Interest and dividends
Foreign exchange gain, net
Other

1988

1988

¥370,277
177,472
547,749
10,010
557 ,759

¥ 951,800
479,422
1,431,222
25,652
1,456,874

$ 7,614,400
3,835,376
11,449,776
205,216
11,654,992

982 ,198
323 ,275
1,305 ,473

1,009,84 7
302,459
1,312,306

407,769
131,044
538,813

1,064,587
336,288
1,400,875

8,516,696
2,690,304
11,207,000

133 ,684

33 ,777

18,946

55,999

447,992

19,020

19,489
28,350
27 ,739
75 ,578

7,190
1,809
10,775
19,774

13,749
13,805
27,816
55,370

109,992
110,440
222,528
442,960

23,947
42,967

Other expenses:
Interest
Foreign exchange loss, net
Other

19 8 7

1986

¥1,054,274 ¥ 933,839
366,511
391 ,319
1,420,785 1,325,158
18,372
20,925
1,439,157 1,346,083

Year
ended March 3 1

22,803
1,142
10,795
34,7 40

22,172

9,438

24,814

198,512

10,778
32,950

5,377
14,815

13,058
37,872

104,464
302,976

141 ,911

76,405

23,905

73,497

587,976

7 4,492
3,531
78,023

33 ,409
7,628
41,037

17,127
(2,687)
14,440

34,785
5,176
39,961

278,280
41,408
319,688

Income from consolidated companies
Equity in earnings of affiliated companies (Note 6)

63,888
9,133

35 ,368
6,520

9,465
3,796

33,536
3,198

268,288
25,584

Net income
Retained earnings:
Balance, beginning of period
Cash dividends
Transfer to legal reserve
Appropriation for special allowances, net of taxes
Balance, end of period

73 ,021

41 ,888

13,261

36,734

293,872

529,412
(10,555)
(1,515)
(1,243)
¥ 552,833

4,235,296
(84,440)
(12,120)
(9,944)
$ 4,422,664

Income before income taxes
Income taxes (Note 11 ):
Current
Deferred

431 ,665
490,549
(10,166)
(10,173)
(280)
(490)
(3 ,691)
(742)
¥ 490,549 ¥ 521 ,032

521 ,032
(4,277)
(172)
(432)
¥529,412

U.S. dollars
(Note 3)

Yen

Net income per common share:
Primary
Fully diluted
Cash dividends per common share
The accompanying notes are an integral part of t his statem ent.
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¥

316.0 ¥
292.4
44.0

181 .2
169.0
44.0

¥

57 .3
54.2
18.5

¥

148.9
143.8
44.6

$

1.19
1.15
0.36

Sony Corporation and consolidated subs idiaries

Consolidated Statement of Changes in Financial Position

Thousands of
U.S. dollars
(Note 3)

Millions of yen
Year ended October 31

Financial resources were provided by:
Net income
Add (deduct) income charges (credits) not affecting
working capitalDepreciation and amortization
Equity in earnings of affiliated companies, less dividends
Exchange gain on translation of long-term debt
Provision for severance indemnities, less payments
Loss on disposal of fixed assets
Deferred income taxes, non-current

1985

1986

1987

1988

1988

¥ 73,021

¥ 41,888

¥13,261

¥ 361734

$ 2931872

861354
41607
(21751)
21758
11709
621

6901832
361856
(221008)
221064
131672
41968

Working capital provided by operations
Proceeds from sale of fixed assets
Increase in long-term debt
Issuance of common stock warrants
Conversion of convertible debt
Change in interest in affiliated company and
consolidated subsidiary (Note 12)
Equity in earnings of affiliated companies reinvested (distributed)
T otal

Financial resources were used for:
Increase (decrease) in investments in and advances to affiliates
Increase (decrease) in other investments and advances
Additions to fixed assets
Increase in other assets
Reduction in long-term debt
Cash dividends
Acquisition of CBS Records Inc. and its affiliates,
net ofworking capital acquired of¥35,259 million
($2 82,072 thousand) (Note 4)Fixed assets
Other assets

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

Increase (decrease) in working capital

80,756
(1,337)
(7,686)
5,007
2,564
1,306

151,673
4,865
50,968
4,480
967

122,498
3,825
21,195

44,664
2,574
5,260

1301032
81571
831874

110401256
681568
6701992

269

38

291639

2371112

463
4,773

1,337

1,059

21183
(41607)

171464
(361856)

218,189

149,124

53,595

2491692

119971536

10,001
8,483
130,416
4,646
4,129
10,166

11,277
(11,366)
94, 139
6,629
2,475
10,173

(3 ,011 )
4,343
50,365
3,262
2,217
4,277

(231030)
301082
1331538
491409
311043
101555

(1841240)
2401656
110681304
3951272
2481344
841440

481832
1621844

3901656
113021752

33,981
(1,059)
(3 ,585 )
572
1,261
233

113,327
8,572

61,453
2,719

4431273
91114

315461184
721912

173,266

121,899

64,172

4521387

316191096

¥ 44,923

¥ 27,225

(¥10,577)

(¥2021695)

($116211560)

2,703) ¥
590
5,269
53,406
(11,315)
30,879
(19,194)
27,050
(15,485)
9,538

¥ 6,821
2,481
(37,741)
(l 0,390)
(13,093)

¥ 651043
(321813)
691151
311747
211499

$ 5201344
(2621504)
5531208
2531976
1711992

8,002

(51,922)

1541627

112371016

12,138
(39 ,249)
26,654
(24,653)

(31,259)
19,437
21,539
9,506

1,027
39,403
(730)
1,645

(1451387)
(1141105)
(241382)
(731448)

(111631096)
(9121840)
(1951056)
(5871584)

(25,110)

19,223

41,345

(3571322)

(218581576)

¥ 44,923

¥ 27,225

(¥2021695)

($116211560)

Total

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

72,025
(4,773)
(1,480)
1,912
1,957
9,011

167,841
5,425

Changes in exchange rates

Increase (decrease) in working capital

Year
Five months
Year
ended March 3 1 ended March 3 1 ended March 3 1

(¥

70,033

(¥10,577)

The accompanying notes are an integral part of this statement.
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Sony Corporation and consolidated subsidiaries

Notes to Consolidated Financial Statements

l. Change in fiscal year
Effective March 31, 1987, the parent company and almost
all subsidiaries and affiliates changed their fiscal year end
&om October 31 to March 31. Accordingly, the fiscal period

ended March 31, 1987 included only five months of
operations whereas other fiscal years consisted of twelve
months.

2. Summary of significant accounting policies
The parent company and its domestic subsidiaries
maintain their records and prepare their financial statements in accordance with accounting principles generally
accepted in Japan, and its foreign subsidiaries in conformity
with those of the countries of their domicile. Certain adjustments and reclassifications, including those relating to the
tax effects of timing differences, the appropriation for or
reversal of special allowances, the accrual of certain
expenses and the accounting for foreign currency translation, have been incorporated in the accompanying financial
statements to conform with accounting p rinciples generally
accepted in the United States of America. These adjustments were not recorded in the statutory books of account.
Significant accounting policies, after reflecting adjustments for the above, are as follows :

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 unconsolidated subsidiaries and in
20% to 50% owned companies are stated, with minor
exceptions, at cost plus equity in undistributed earnings;
consolidated net income includes the company's equity in
the current net earnings (losses) of such companies, after
elimination of unrealized intercompany profits.
The excess of the cost over the underlying net equity of
investments in consolidated and other companies accounted
for on an equity basis is allocated to identifiable assets
based on fair market value at the date of acquisition. The
unassigned residual value, which is recognized as goodwill,
is included in other assets-other and is amortized on a
straight-line basis principally over a period of 40 years, with
the exception of minor amounts which are charged to
income.
Translation of foreign currencies
All asset and liability accounts of foreign subsidiaries and
affiliates are translated into Japanese yen at appropriate
year-end current rates and all income and expense accounts
are translated at rates prevailing at the time of the transactions. The resulting translation adjustments are accumulated as a component of stockholders' equity. For foreign
subsidiaries and affiliates operating in highly inflationary
economies, gains or losses resulting &om translation of
their financial statements are included in income.
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Foreign currency receivables and payables are translated
at appropriate year-end current rates and the resulting
translation gains or losses are taken into income currently.

Marketable securities and other investments
Marketable equity securities included in marketable
securities (current) are stated at the lower of cost or market
in the aggregate as are those marketable equity securities
included in other investments (non-current); other marketable securities (current), principally government bonds and
corporate debentures, and other security investments (noncurrent) are stated at cost or less.
The cost of marketable equity securities sold is based on
the average cost of all the shares of each 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.
11

Property, plant and equipment and depreciation
Property, plant and equipment is stated at cost.
Depreciation of property, plant and equipment 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 to income
as incurred.
Liability for severance indemnities and pension plans
On terminating employment, employees of the parent
company and subsidiaries in Japan are entitled, under most
circumstances, to lump-sum indemnities or pension payments as described below, based on current rate of pay and
length of service. Under normal circumstances, the minimum payment prior to retirement age is an amount based
on voluntary retirement. Employees receive significant
additional benefits on involuntary retirement including
retirement at age limit.

The parent company and most subsidiaries in Japan have
non-contributory funded pension plans with a trust bank
and two insurance companies. The benefits under the plans
cover sixty percent of the indemnities under the existing
regulations to employees retiring involuntarily after twenty
years or more of service and an additional amount applicable to retirees due to age limit which is based principally
on length of service. The benefits are payable, at the option
of the retiring employee, as a monthly pension or in a
lump-sum amount.
The recorded liability for employees' severance
indemnities plus the retirement funds, excluding those
funds covering the additional benefits, are sufficient to state
the companies' maximum liability for employee service to
the balance sheet date.
Most foreign subsidiaries charge pension expense or
accrue severance liability for their employees' pension
schemes or severance indemnity plans.
Pension expense for all plans, including other funded
pension plans primarily of foreign subsidiaries, includes
amortization of prior service cost principally over a thirty
year period.
With respect to directors, provision is made for lumpsum severance indemnities on a basis considered adequate
for such future payments as may be approved by the
stockholders.
In December 1985, the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
No. 87 (FAS 87L Employers' Accounting for Pensions.
Except for U.S. subsidiaries, the parent company and its
subsidiaries have decided not to adopt FAS 87 in 1988.
Due to the complexities required to implement FAS 87,
the effect on the company's financial statements is not
currently known nor reasonably estimable.

Income taxes and retained earnings appropriated for
special allowances
The parent company, subsidiaries in Japan and some of
the foreign subsidiaries are permitted to deduct for income
tax purposes, if recorded on the books as appropriations of
retained earnings or as charges to income, certain special
allowances which are not required for financial accounting
purposes. Since the effect of the special allowances is a

deferral of income taxes, an amount equivalent to the current tax reduction resulting from recording of the special
allowances is provided as 11 Deferred income taxes/' and the
remaining portion of such allowances is set forth in the
accompanying financial statements as 11 Retained earnings
appropriated for special allowances."
In December 1987, the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
No. 96 (FAS 96) Accounting for Income Taxes, which
requires an asset and liability approach in the measurement
of deferred taxes and restricts the recognition of deferred
tax debits (assets). At this time, the company is still
examining the impact and adoption alternatives of FAS 96.
However, if FAS 96 had been implemented as at March 31,
1988, deferred tax debits (assets) and retained earnings as at
March 31, 1988 would probably decrease.

Net income per share
Primary net income per common share is computed
based on the average number of common shares outstanding during each period and the number of shares issuable
upon conversion of common stock equivalents, appropriately adjusted for the free distribution of common stock.
When dilutive, warrants are included as common stock
equivalents using the treasury stock method.
Per share net income assuming full dilution is computed
on the basis that all convertible bonds and debentures were
converted into common stock and all dilutive warrants
outstanding were exercised.
Distributions of common stock
On occasion, the company may make a free distribution
of common stock which is accounted for by a transfer of
the applicable par value from the additional paid-in capital
to the common stock account. The capitalization of additional paid-in capital, 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 distribution as described above
is clearly distinguished from a 11 Stock dividend" paid out of
profits which, under the Commercial Code, must be
approved by the stockholders.

3. 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¥ 12 5 = U.S.$1, the approximate current
rate at March 31, 1988, has been used for the purpose of
presentation of the U.S. dollar amounts in the accompanying financial statements.
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4. Acquisition of CBS Records Inc.
On January 5, 1988, the company acquired from CBS
Inc. all of the outstanding common stock of CBS Records
Inc. and its affiliates, which are operating primarily in the
recording business, for approximately U.S.$2 billion in cash.
The purchase agreement provides for an additional payment in the form of a dividend to CBS Inc. from the
acquired company based on its net worth at the acquisition
date. The amount of the additional payment is still subject
to the determination of net worth. The acquisition was
accounted for as a purchase and the company's consolidated financial statements include operating results of CBS
Records Inc. and its affiliates for the period from the date of
acquisition to March 31, 1988. The excess of purchase price
over the net assets acquired has been allocated on an estimated basis to identifiable assets such as land, property,
plant and equipment and intangible assets (primarily artist
contracts and the music catalogue), based upon the estimated fair value of such assets; the excess of the acquisition

cost over the sum of the amounts preliminarily assigned to
identifiable assets less liabilities assumed, which is recognized as goodwill, is included in other assets - other.
Property, plant and equipment and various intangible
assets, after the preliminary allocation, are depreciated or
amortized based on estimated useful lives. In the case of
artist contracts and the music catalogue, the arn.ounts are
amortized on a straight-line basis principally over 17 years
and 21 years, respectively. Goodwill is being amortized on a
straight-line basis over a 40 year period.
The following unaudited consolidated pro forma information shows results of the company's operations for the five
month period ended March 31, 1987 and the year ended
March 31, 1988 as though the purchase of CBS Records
Inc. and its affiliates had been made as of the beginning of
each period presented.

Yen in
millions

Dollars in
thousands

Five months
ended March 31, 1987

For the year
ended March 31, 1988

For the year
ended March 31, 1988

¥689,488
21,716

¥1,702,824
38,590

$13,622,592
308,720

Net sales
Net income

---------------------

Yen

Net income per common sharePrimary
Fully diluted

The pro forma results of operations are not necessarily
indicative of the actual results of operations that would
have occurred had the purchase been consummated at the

¥

93.9
86.9

U.S. dollars.

¥

154.6
150.7

$

1.24
1.2 1

beginning of the respective periods, or of results which may
occur in the future.

5. Inventories
Inventories at October 31, 1986 and March 31, 1987 and 1988 comprise the following:
Yen in
millions
October 31

Finished products
Work in process
Raw materials, purchased components and supplies
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Dollars in
thousands

March 31

March 31

1986

1987

1988

1988

¥213,245
52,800
47,254
¥313,299

¥212,103
47,496
43,310
¥302,909

¥213,102
62,908
58,646
¥334,656

$1,704,816
503,264
469!168
$2,677,248

6. Investments in and transactions with affiliated companies
Summarized financial information for unconsolidated subsidiaries and other affiliated companies accounted for by the
equity method is as shown below:
Dollars in
thousands

Yen in
millions
October 31

March 31

March 31

1986

1987

1988

1988

¥195,611
39)29
13,564

¥161)21
39,517
16A77

¥181,435
36,427
22,242

$1,451,480
291,416
177,936

Total assets

¥248,304

¥217,315

¥240,104

$1,920,832

Current liabilities
Long-term liabilities
Stockholders' equity

¥169A05
26,971
51,928

¥142)74
27,541
47,000

¥170,027
23,023
47,054

$1,360,216
184,184
376,432

¥248,304

¥217,315

¥240,104

$1,920,832

52

50

52

Unconsolidated subsidiaries:
Current assets
Property, plant and equipment
Other assets

Total liabilities and stockholders' equity
Number of companies at end of period

Yen in
millions
October 31

Dollars in
thousands
March 31

March 31

1986

1987

1988

1988

¥114,034
19,356
9A83

¥110,245
18,855
15,633

¥57,429
10,595
3,452

$459,432
84,760
27,616

Total assets

¥142,873

¥144,733

¥71,476

$571,808

Current liabilities
Long-term liabilities
Stockholders' equity

¥ 71,471
3,636
67,766

¥ 74,947
3,151
66,635

¥33,283
2,948
35,245

$266,264
23,584
281,960

¥142,873

¥144,733

¥71,476

$571,808

23

21

20

Affiliated companies:
Current assets
Property, plant and equipment
Other assets

Total liabilities and stockholders' equity
Number of companies at end of period

Yen in
millions
Year ended
October 31

Dollars in
thousands

Five months
ended March 31

Year
ended March 31

Year
ended March 3 1

1985

1986

1987

1988

1988

Unconsolidated subsidiaries:
Net sales
Gross profit
Net income (loss)

¥494,081
83,114
7,474

¥520,340
81,187
(2,038)

¥230,861
29,914
(952)

¥547,605
69,714
(1,603)

$4,380,840
557,712
(12,824)

Affiliated companies:
Net sales
Gross profit
Net income

¥252,516
72,381
8,572

¥223,586
66,746
8,967

¥169,671
53,149
8,156

¥220,254
61,412
11,792

$1,762,032
491,296
94,336
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Of the companies included on the equity basis, the
stocks of unconsolidated subsidiary companies carried at
equity of ¥10,761 million, ¥8,194 million and ¥6,725 million ($53,800 thousand) at October 31, 1986 and March
31, 1987 and 1988, respectively, were quoted on the
market at an aggregate value of¥ 43,033 million,

¥32,243 million and ¥50,121 million ($400,968 thousand),
respectively, at those dates.
Transactions with unconsolidated subsidiaries and other
affiliated companies accounted for on the equity basis are
presented below:
Yen in
millions

Year ended
October 3I

Purchases
Sales

Dollars in
thousands

Five months
ended March 3I

Year
ended March 3 I

Year
ended March 3 I

I985

I986

I987

1988

1988

¥111,141
277,684

¥111,183
289)96

¥ 47,605
115,058

¥144,638
299,062

$1,157,104
2,392,496

7. Marketable securities
The cost and market value of marketable equity
securities included in marketable securities (current) and

other investments (non-current) at October 31, 1986 and
March 31, 1987 and 1988 are as follows:
Yen in
millions
October 3I

Non-current:
Cost
Market

March 3I

March 3I

I986

Current:
Cost
Market

Dollars in
thousands

I987

1988

1988

¥

¥

7,509
8,705

¥ 14,072
14,937

$ 112,576
119,496

¥11,424
93,634

¥ 15,064
134,401

¥ 22,905
167,747

$ 183,240
1,341,976

At March 31, 1988, gross unrealized gains and losses pertaining to marketable equity securities in the portfolios are as
follows:
Yen in
millions
Gains

Current
Non-current

Net realized gains on the disposal of marketable equity
securities for the years ended October 31, 19 8 5 and 19 8 6,
for the five-month period ended March 31, 1987 and for
the year ended March 31, 1988 were ¥295 million,
¥1,184 million, ¥857 million and ¥1,337 million ($10,696
thousand), respectively.

¥

1,173
145,006

Dollars in
thousands
Losses

¥308
164

Gains

$

9,384
1,160,048

Losses

$2,464
1,312

The cost of marketable securities, other than equity
securities, at October 31, 1986 and March 31, 1987 and
19 8 8 approximated market.

8. Accumulated amortization of other assets
Accumulated amortization. of other assets amounted to
¥7,402 million, ¥8,110 million and ¥10,921 million
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($87,368 thousand) at October 31, 1986 and March 31,
1987 and 1988, respectively.

9. Short-term borrowings and long-term debt
Short-term borrowings at March 31, 1988 comprise the following:

Loans, principally from banks, with interest ranging from 3.016% to 18.0% per annum
Commercial paper with interest ranging from 3.97 4% to 7.562% per annum

Yen in
millions

Dollars in
thousands

¥181,975
116,770

$1,455,800
934,160

¥298,745

$2,389,960

Yen in
millions

Dollars in
thousands

¥ 16,434

$ 131,472

20,000

160,000

1,642

13,136

41,9ll

335,288

9,113

72,904

74,977

599,816

10,702
12,919
6,081
4,932

85,616
103,352
48,648
39,456

198,711
2,758

1,589,688
22,064

¥195,953

$1,567,624

--~--------------------------------------------------

Long-term debt at March 31, 1988 comprises the following:

Unsecured loans, representing obligations principally to banks, due 1988 to 2006
with interest ranging from 3.375% to 17.50% per annum
Unsecured 5.6% convertible bonds due 1992, convertible currently
at ¥3,855.50 ($30.84) for one common share
Unsecured 6.0% convertible debentures of U.S.$13 ,I 00 thousand due 1997, convertible currently
at ¥3,521.80 ($13.74 calculated at ¥256.30=$1) for one common share,
redeemable before due date
Unsecured 5.2% convertible bonds due 1989, convertible currently
at ¥3,465.50 ($27.72) for one common share, redeemable before due date
Unsecured 2.0% convertible bonds due 2000, convertible currently
at ¥4,578 ($36.62) for one common share, redeemable before due date
Unsecured 1.5% convertible bonds due 2002, convertible currently
at ¥4,830 ($38.64) for one common share, redeemable before due date
Unsecured 7%% bonds of U.S.$1 00,000 thousand due 1990 with detachable warrants,
net of unamortized discount
Unsecured 8 1/ 4% bonds ofU.S.$100,000 thousand due 1993
Long-term capital lease obligations, 7.6% to 14.0%, due 1989 to 2034
Guarantee deposits received
Less-Portion due within one year

The 7%% U.S.$100,000 thousand bonds, with detachable
warrants to purchase common stock of the company, were
issued in 19 8 5. One warrant is attached to each $5,000
bond and entitles the holders to subscribe ¥1,278,500
($10,228) for shares of common stock of the company at
¥4,469 ($35.75) per share (subject to adjustment in certain
circumstances). The estimated fair value of the warrants at
the time of issuance was credited to additional paid-in capital with a corresponding charge to bond discount. This discount, which is netted against the face amount of the bond,
is being amortized over the life of the bonds. The rights
under the warrants are exercisable up to and including
April 26, 1990.

The agreement for the 5.2% convertible bonds places
certain restrictions on the payment of dividends, calls for
the maintenance of a defined debt to equity ratio and
requires that the company, as a reserve for redemption
payment, deposit defined amounts with a designated bank.
Under this deposit requirement, ¥9,000 million ($72,000
thousand) was deposited on October 31, 1987, and an additional ¥13,500 million ($108,000 thousand) will be deposited on October 31, 1988; this future deposit requirement
may be proportionately reduced by the amount of bonds
repurchased or converted up to October 31, 1988.
The aggregate amounts of annual maturities of long-term
debt in each of the four years after March 31, 1989 are as
follows:
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Year ending March 31

1990
1991
1992
1993

The basic agreements with certain banks in Japan
include provisions that collateral (including sums on
deposit with such banks) or guarantors will be furnished upon the banks' request and that any ·collateral
furnished, pursuant to such agreements or otherwise, will
be applicable to all present or future indebtedness to such
banks.

Yen in
m illions

Dollars in
thousands

¥22 ,931
17,390
856
20,712

$183,448
139,120
6,848
165,696

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 arrangements.
The company had time deposits (included in current assets
and other investments) of ¥64,006 million ($512,048
thousand) with such banks at March 31, 1988.

10. Liability for severance indemnities and pension plans
The charges to income for severance indemnities and
pension plans were ¥11,539 million, ¥12,336 million,
¥2,644 million and ¥9,021 million ($72,168 thousand) for
the years ended October 31, 1985 and 1986, for the fivemonth period ended March 31, 1987 and for the year
ended March 31, 1988, respectively.

The company is not required to report the actuarial
present value of either vested or nonvested accumulated
plan benefits and net assets available for benefits to any
governmental agency and such information therefore is not
available.

11 . Income taxes

The company is subject to a number of different income
taxes which, in the aggregate, indicate an effective statutory
rate in Japan of approximately 58% for the years ended
October 31, 1985 and 1986 and for the five-month period
ended March 31, 1987 and 56% for the year ended March
31 , 1988. The ordinary relationship between income tax
expense and pretax accounting income is distorted by a
number of items including various tax credits, certain
expenses not allowable for income tax purposes, the nondeductibility of losses of subsidiaries, different tax rates
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applicable to foreign subsidiaries, reduced tax rates on
earnings appropriated for dividends and dividend income
which is not taxable.
Tax loss carryforwards of consolidated subsidiaries at
March 31, 1988 amounted to approximately ¥12,193
million ($97,544 thousand) and are available as an offset
against future taxable earnings of such subsidiaries mostly
within up to five years except for ¥5,791 million ($46,328
thousand), which may be carried forward indefinitely.

12. Stockholders' equity
Changes in common stock and additional paid-in capital have resulted from the following:
Yen in
millions

Dollars in
thousands

Additional
paid-in
capital

Number of
shares

C ommon
stock

Balance at October 31 , 1984
Conversion of convertible debt
Change in interest in affiliated company
Common stock warrants

230,923,824
224,485

¥11 ,546
391

¥ 93,904

Balance at October 31, 19 8 5
Conversion of convertible debt

231,148,309
76,959

11,937
38

Balance at October 31, 1986
Conversion of convertible debt

231,225,268
10,913

Balance at March 31, 198 7
Conversion of convertible debt
Change in interest in consolidated subsidiary
Balance at March 31, 1988

Common
stock

Additional
paid-in
capital

$ 92,368
3,128

$751,232
4,608
3,704
35,840

99,423
231

95,496
304

795,384
1,848

11,97 5

99,654
38

95,800

797,232
304

231,236,181
7,532,586

11,97 5
11,690

99,692
17,949
2,183

95,800
93,520

797,536
143,592
17,464

238,768,767

¥23,665

¥119,824

$189,320

$958,592

During each of the years ended October 31, 1985
and March 31, 19 8 8, certain investees consolidated or
accounted for by the equity method issued shares to third
parties, either by a public offering or upon conversion of
convertible debt to common stock, at amounts per share in
excess of the company's average per share carrying value.
The increases, net of deferred tax, in the stockholders'
equity of the investees applicable to the company were
credited to additional paid-in capital.
Conversions of convertible debt issued in 1983 and
thereafter into common stock are accounted for in accordance with the provisions of the Japanese Commercial
Code by crediting one-half of the conversion proceeds to
the common stock account and the other half to the additional paid-in capital account. For conversions of convertible bonds issued prior to 1983, the par value of the stock
issued is credited to the common stock account and the
remainder of conversion proceeds was included in the
additional paid-in capital.

576
463
4,480

The Japanese Commercial Code provides that an amount
equal to at least 10% of cash dividends paid by the company and its domestic subsidiaries be appropriated as a
legal reserve. No further appropriation is required when the
legal reserve equals 2 5% of their respective stated capital.
The appropriations of retained earnings for the year
ended March 31, 1988, which have been incorporated in
the accompanying financial statements, will be proposed for
approval at the general stockholders' meeting to be held in
June 1988 and will be recorded in the statutory books of
account, in accordance with the Commercial Code, after
stockholders' approval.
An analysis of the changes in the cumulative translation
adjustment for the years ended October 3 1 , 19 8 5 and 1 9 8 6,
for the five-month period ended March 31, 1987 and for
the year ended March 31, 19 8 8 is presented below:

Yen in
millions
Year ended October 31

Dollars in
thousands

Five months
ended March 31

Year
ended March 3 1

Year
ended March 3 1

1985

1986

1987

1988

1988

Balance, beginning of period
Aggregate translation adjustment for the period
Income taxes for the period allocated to
translation adjustment

(¥ 6,407)
(13,134)

(¥18,189)
(28,108)

(¥42,944)
(6,918)

(¥49,524)
(17,354)

($396,192)
(138,832)

1,352

3,353

338

Balance, end of period

(¥18,189)

(¥42,944)

(¥49,524)

865
(¥&5,013)

6,920
($528,104)
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13. Research and development expenses
Research and development expenses charged to cost of
sales for the years ended October 31, 1985 and 1986, for
the five -month period ended March 31, 1987 and for

the year ended March 31, 1988 were ¥110,636 million,
¥121,395 million, ¥50)46 million and ¥127A88 million
($1,019,904 thousand), respectively.

14. Leased assets
The company leases certain plant facilities , office space,
warehouses and employees' residential facilities .

An analysis of leased property under capital leases at
October 31, 1986 and March 31, 1987 and 1988 is as
follows:
Yen in
millions
October 31

Class of property

Land
Buildings
Machinery and equipment
Accumulated amortization

The following is a schedule by years of future minimum
lease payments under capital leases together with the

Dollars in
thousands

March 31

March 31

1986

198 7

1988

1988

¥ 638
3,053
766
(527)

¥ 659
3,995
811
(651)

¥1,055
4,543
2,101
(1,541)

$ 8,440
36,344
16,808
(12,328)

¥3,930

¥4,814

¥6,158

$49,264

present value of the net minimum lease payments as of
March 31, 1988:

Year ending March 31

Yen in
millions

Dollars in
thousands

1989
1990
1991
1992
1993
Later years

¥1,131
1,017
922
761
604
3,388

$ 9,048
8,136
7,376
6,088
4,832
27)04

Total minimum lease payments
Less-Amount representing interest

7,823
1)42

62,584
13,936

Present value of net minimum lease payments
Less- Current obligations

6,081
481

48,648
3,848

¥5,600

$44,800

Long-term capital lease obligations

Rental expenses under operating leases for the years
ended October 31, 1985 and 1986, for the five-month
period ended March 31, 19 8 7 and for the year ended
March 31, 1988 were ¥19,037 million, ¥18,692 million,
¥8) 13 million and ¥19,854 million ($158 ,8 32
Year ending March 3 1

1989
1990
1991
1992
1993
Later years
Total minimum future rentals
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thousand), respectively. The minimum rental payments
required under operating leases that have initial or remaining noncancelable lease terms in excess of one year at
March 31, 19 8 8 are as follows:

Yen in
millions

Dollars in
thousands

¥ 8,637
7)03
6A33
5A71
4,631
21,317

$ 69,096
61,624
51,464
43)68
37,048
170,536

¥54)92

$433,536

15. Commitments and contingent liabilities
Commitments outstanding at March 31, 1988 for the
purchase of property, plant and equipment approximated
¥22,232 million ($177,856 thousand).
Contingent liabilities at March 31, 1988 for notes
discounted and guarantees given in the ordinary course of
business amounted to approximately ¥55,17 2 million

($441,376 thousand), including ¥16,263 million ($130,104
thousand) for loans guaranteed on behalf of unconsolidated
subsidiaries and other affiliated companies.
At March 31, 1988, the parent company and its subsidiaries and affiliates had no material litigation or claims
outstanding, pending or threatened against them.

16. Events subsequent to the balance sheet date
On April 20, 1988, the company issued unsecured
convertible bonds, due in 2003, of ¥92,000 million
($7 36,000 thousand). The bonds bear interest of 1.4% per
annum and are convertible at ¥5,961 ($4 7.69) per share.
The conversion price is subject to adjustment in certain
instances, including stock dividends and free distributions
of common stock.

In addition to the above, the company made a public
offering of 20,000,000 shares of common stock on April
21, 1988, outside the United States of America and
Canada at a price of ¥5,453 ($43.62) per share. The
amount of ¥54,540 million ($436,320 thousand) of the
total proceeds of shares issued was credited to the common
stock account and the remainder of ¥54,5 20 million
($436,160 thousand) was credited to additional paid-in
capital account.

Report of Independent Public Accountants

Price Jl1aterhouse

Aoyama Building
2-3. Kita-Aoyama 1-chome
Minato-ku . Tokyo 107

Telephone 03-404-9351

May 25, 1988
To the Stockholders and Board of Directors
of Sony Corporation (Sony Kabushiki Kaisha)

We have examined the consolidated balance sheets of Sony Corporation (Sony Kabushiki Kaisha) and its consolidated
subsidiaries as of October 31, 19 8 6 and March 31, 1 9 8 7 and 19 8 8, and the related consolidated statements of income
and retained earnings and of changes in financial position for each of the two years in the period ended October 31, 1986,
for the five-month period ended March 31, 1987 and for the year ended March 31, 1988, expressed in yen. Our examinations were 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.
The company has not presented segment information for each of the two years in the period ended October 31, 1986,
for the five-month period ended March 31, 19 8 7 and for the year ended March 31, 19 8 8. In our opinion, the presentation
of segment information concerning operations in different industries, and foreign operations and export sales is required by
accounting principles generally accepted in the United States of America for a complete presentation of the consolidated
financial statements.
In our opinion, except for the omission of segment information as discussed in the preceding paragraph, the consolidated
financial statements examined by us present fairly the financial position of Sony Corporation (Sony Kabushiki Kaisha) and
its consolidated subsidiaries at October 31, 1986 and March 31, 1987 and 1988, and the results of their operations and
the changes in their financial position for each of the two years in the period ended October 31, 1986, for the five-month
period ended March 31, 1987 and for the year ended March 31, 1988, in conformity with accounting principles generally
accepted in the United States of America consistently applied.
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Principal Subsidiaries and Affiliated Companies
Sony-Wega Produktions G.m.b.H.

Spain

OVERSEAS

Manufacture and sale of Sony
products in West Germany

Sony Espana, S.A.

North America

United Kingdom
Sony (U.K.) Limited

Portugal

United States

Manufacture and sale of Sony
products in the United Kingdom

Sony Portugal Lda.

Sony Corporation of America

Manufacture and sale of Sony
products in the United States

Sony Broadcast Limited

Manufacture and sale of Sony
products in Spain

Sale of Sony products in Portugal

The Middle East

Manufacture of compact discs

Sale of broadcasting video equipment
and professional audio equipment in
Europe, Africa, and the Middle East

Sony Saudi Arabian Company Ltd.

CBS Records Inc.

France

Sale of Sony products in Saudi Arabia

Record operation including
production, manufacturing, and sale
of phonograph records, tapes, compact discs, and video software

Sony France S.A.

Canada

Sony Overseas S.A.

Sony of Canada Ltd.

Foreign exchange and financial
operations in Europe

Sale of Sony products in Hong Kong

Sony (Schweiz) A.G.

Sony International (Singapore) Pte.
Ltd.

Digital Audio Disc Corporation

Sale of Sony products in Canada

Central and South America

Manufacture and sale of Sony
products in France

Switzerland

Sale of Sony products in Switzerland

Saudi Arabia

Asia
Hong Kong
Sony Corporation of Hong Kong
Limited

Singapore
Procurement; repair and service in
Asia and Oceania; offshore trade

Panama

The Netherlands

Sony Corporation of Panama S.A.

Sony Distribution Centre (Europe) B.V.

Sale of Sony products in Central and
South America

Logistics in Europe (transportation,
cargo work, and warehousing)

Sony Singapore Pte. Ltd.

Sony CSA, S.A.

Sony Overseas Finance B. V.

Offshore trade of Sony products in
Central and South America

Issue of Euro-commercial paper

Sony Precision Engineering Center
(Singapore) Pte. Ltd.

Venezuela
Sony de Venezuela S.A.

Manufacture and sale of Sony
products in Venezuela

Brazil
Sony da Amazonia Ltda.

Manufacture and sale of Sony
products in Brazil

Chile
Sony Chile Ltda.

Sale of Sony products in Chile

Mexico
Magneticos de Mexico, S.A. de C. V.

Assembly and package of audio compact cassettes and floppydisks

Sony Communication Products B. V.

Distribution of professional video
products for industrial use in Europe,
Africa, and the Middle East
Sony Nederland B. V.

Sale of Sony products in the
Netherlands

Belgium
Sony Service Centre (Europe) N.V.

Repair and service of Sony products
in Europe
Sony Belgium N.V.

Sale of Sony products in Belgium

Denmark
Sony Scandinavia A/S

Sale of Sony products in Scandinavia

Austria

Europe
West Germany

Sony Ges.m.b.H.

Sale of Sony products in Austria

Sale of Sony products in Singapore

Production technology support to
other Sony manufacturing facilities in
the Asian NICs and manufacture of
precision parts and components

Malaysia
Sony TV-Video (Malaysia) Sdn. Bhd.

Manufacture of color television sets
and deflection yokes
Sony Electronics (Malaysia) Sdn.
Bhd.

Manufacture of radios and tape
recorders, including Walkman

Thailand
Sony Magnetic Products (Thailand)
Co., Ltd.

Manufacture of videotapes

Korea
Korea Toyo Radio Co., Ltd.

Manufacture of audio products

Taiwan

Sony Europa G.m.b.H.

DADC Austria Ges.m.b.H.

Sony Video Taiwan Co., Ltd.

Coordination of Sony operations in
Europe

Manufacture of compact discs

Manufacture of VTRs

Italy

Sony Deutschland G.m.b.H.

Sony ltalia S.p.A.

Oceania

Sale of Sony products in West
Germany

Sale of Sony products in Italy

Australia
Sony (Australia) Pty. Limited

Sale of Sony products in Australia,
New Zealand, and the South Pacific
Islands
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Sony Kokubu Semiconductor
Corporation

JAPAN

Manufacture of semiconductors

Sony Kohda Corporation

Manufacture of semiconductors

Manufacture of VTRs and videodisc
players
Sony Kisarazu Corporation

Manufacture of VTRs and CD
players
Sony Minokamo Corporation

High-density surface mounting for
VTR parts
Sony lchinomiya Corporation

Manufacture of color TV s and VTRs
Sony lnazawa Corporation

Manufacture of color TV tubes
Sony Denshi Corporation

Manufacture of color TV s and
components for televisions
Motomiya Denshi Corporation

Manufacture of Trinitron gun, security systems, flat display tubes, and
key components for televisions
Sony Mizunami Corporation

Manufacture of color TV tubes
AKEBONO ELECTRONICS INC.

Manufacture of printed circuit
boards for audio, video, camera, and
optical systems
Sony Audio Inc.

Manufacture of audio, video, camera,
and optical systems
Sony Benson Corporation

Manufacture of tape recorders
{including Walkman), flat TVs, and
radio products
Sony Tsukuba Corporation

Manufacture of audio products
Taren Corporation

Manufacture of audio and video
equipment
Toyo Electronics Corporation

Engineering of audio and video
equipment and procurement of parts
for overseas plants
Sony Magnetic Products, Inc.

Manufacture of magnetic and optical
recording media and electronic components

Sony Nagasaki Corporation
Sony Oita Corporation

Manufacture of semiconductors
Sony Shiraishi Semiconductor Inc.

Manufacture of semiconductors
Sound System Corporation

Manufacture and surface mounting of
key components for VTRs and CD
players
Tohkai Electronics Corporation

Aiwa Co., Ltd.

Manufacture and sale of hi-£ audio
systems, headphone stereos, radiocassette recorders, VTRs, and
modems
HASSO ELECTRONICS
CORPORATION

Duplicating of video software
MAX PRECISION PRODUCTS
CORPORATION

Manufacture and sale of precision
components, molding die, and artwork for printed wiring boards
Sony Magnescale Inc.

Manufacture of micro floppydisk
drives and printer systems

Manufacture and sale of Magnescale
digital position readout systems,
digital gauging systems, Magnescale
CNC systems, instrumentation tape
recorders, and Sprinter high-speed
video duplicating systems

Sony Chemicals Corporation

SONY SOUND TEC CORPORATION

Manufacture and sale of videotapes,
adhesives, and electronic components

Manufacture and sale of microphones, PA systems, furniture, and
hearing aids

Manufacture of printed circuit
boards
Sony Asco Inc.

Sony Energytec Inc.

Manufacture and sale of batteries

Sony/ PCL Inc.

CBS/SONY GROUP INC.

Post-production for video and High
Definition Video Systems; video
duplicating; motion-picture and stillphoto processing; rental of video
display systems

Manufacture and sale of phonograph
records, music tapes, compact discs,
videocassettes, and videodiscs
Sony Enterprise Co., Ltd.

Sony Plaza Co., Ltd.

Operation of the Sony Buildi_ng and
Sony Tower; import of athletic goods;
licensing, travel, language education,
and insurance services

Import, wholesale, and retail of
household goods, cosmetics, and
confectioneries

Sony Finance International, Inc.

Sony Pruco Life Insurance Co., Ltd.

Credit and leasing in Japan

Life insurance

Sony Magnetic Tape Sales
Corporation

Sony/ Tektronix Corporation

Sale of magnetic tapes
Sony Service Co., Ltd.

Repair and service of Sony products

Manufacture, sale, and service of
electronic measurement, display, and
control instruments and computer
graphic products

Sony Shoji Corporation

Lease of real estate
Sony Trading Corporation

Import and distribution of overseas
products
Sony Warehouse Corporation

Warehousing; packing of cargo;
airfreight forwarding; transportation
services

As of March 31, 1988, the Company has 134 consolidated subsidiaries and has adopted the eq-.
uity accounting method in respect to its 60 unconsolidated subsidiaries and 20 affiliated compames.
The above table gives the main business of the Company's principal subsidiaries and affiliated
companies as of April 30, 1988.
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Investor Information
Sony Corporation
7-3 5, Kitashinagawa 6-chome,
Shinagawa-ku, Tokyo 141, Japan
Phone: (03) 448-2111
Facsimile: (03) 448-2244
Telex: 22262
(SONYCORP 122262)
Cable: SONYCORP TOKYO
Date of Establishment
May 1946
Investor Relations
Japan

Sony Corporation
Investor Relations
Executive Office
7-3 5, ·Kitashinagawa 6-chome,
Shinagawa-ku, Tokyo 141
Phone: (03) 448-2111
U.S.A.

Sony Corporation of America
Corporate Financial
Communications
9 West 57th Street,
New York, NY 10019
Phone: (212) 371-5800

U.K.
Sony (U.K.) Limited
Investor Relations
Sony House, South Street,
Staines, Middlesex TW18 4PF
Phone:0784-67000

Independent Auditors
Price Waterhouse
Tokyo, Japan
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Depositary, Transfer Agent,
and Registrar for American
Depositary Receipts
Morgan Guaranty Trust
Company of New York
New York, New York
Co-Transfer Agents and
Co-Registrars
Continental Illinois National Bank
and Trust Company of Chicago
Chicago, Illinois
Bank of America National Trust
and Savings Association
San Francisco, California
The Royal Trust Company
(Co-Transfer Agent only)
Montreal, Canada
National Trust Company, Limited
(Co-Registrar only)
Toronto, Canada

Overseas Stock Exchange
Listings
New York, London, Amsterdam,
Pacific, Hong Kong, Paris,
Frankfurt, Dusseldor~ Brussels,
Antwerp, Vienna, Toronto,
Montreal, Vancouver, Midwest,
Zurich, Basle, and Geneva stock
exchanges
Japanese Stock Exchange
Listings
Tokyo, Osaka, Nagoya, Fukuoka,
and Sapporo stock exchanges
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