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HIGHLIGHTS 
For the years ended October 31 

Net sales: 

Domestic . 

Export 

Total . 

Income before income taxes . 

Income taxes . 

Net income . 

Per Depositary Share. 

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

1972 1971 

$ 391,062 $ 289,481 

404,727 340,341 

795,789 629,822 

123,438 77,614 

60,993 37,254 

62,445 40,360 

. 97 . 64 

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



TO THE HOLDERS OF SONY DEPOSITARY SHARES: 

Masaru Ibuka 

Chairman 

Akio Morita 

President 

The fiscal year ended October 31, 1972 was 
highly satisfactory to Sony. Despite the adverse 
effects of the difficult economic environment 
resulting from the realignment of currencies, 
including the revaluation of the yen, the 
company's consolidated net sales and net income 
rose to new heights. This is attributable to the 
public's acceptance of the company's products, 
as well as the company's effective measures to 
reduce production costs. 

The consolidated net sales for fiscal 
1972 amounted to $795,789,000, a 26 percent increase above the net sales of $629,822,000 
for fiscal 1971. The consolidated net income for fiscal 1972 rose to $62,445,000, a 55 
percent increase above the net income of $40,360,000 for fiscal 1971. Earnings per 
Depositary Share (each Depositary Share represents 2 shares of Common Stock), adjusted 
for the free distribution of one new share for each four shares effected November 
1, 1972, were 97 cents compared with 64 cents for fiscal 1971. 

Domestic sales during fiscal 1972 increased 35 percent above the previous 
fiscal year and accounted for 49 percent of net sales. Export sales during fiscal 1972 
were 19 percent greater than during the previous fiscal year and accounted for 51 percent 
of net sales. Sales in the U.S. market reflected an 11 percent increase; the European 
market, a 46 percent increase; and the Asian market (except for the Japanese market}, 
a 19 percent increase. 

Sony paid cash dividends amounting to 4. 9 cents per Depositary Share for the 
six months of operations ended October 31, 1972 to holders of Sony Depositary Shares 
of record as of that date. Thus, total cash dividends of 9. 8 cents were paid for each 
Depositary Share in fiscal 1972. In addition, Sony made a free distribution to shareholders 
of record as of October 31, 1972, of one additional share for each four shares held. 

In January 1972, the company introduced a new color video projection system, 
which projects video and TV pictures on a specially designed, large-size display screen 
of more than 50 diagonal inches. It is likely that it will be introduced into the market 
at a price much lower than those of many previous types of video projection systems. 
Sony believes that this system will open a new field of home entertainment and also will 
find many applications in educational and commercial fields. This color video projection 
system will be introduced into the Japanese and U.S. markets during the spring of 1973. 



In April 1972, Sony announced that it had succeeded in developing a 
revolutionary new TRINITRON color picture tube which has a deflection angle of 114 
degrees. It is the first color tube in the world having this wide an angle which 
improves the picture quality by bringing the electron gun closer to the phosphor screen. 
In this newly developed tube, the unique features of the TRINITRON system, such as 
sharpness, color brightness and high reliability, are utilized to the fullest. This tube 
also makes possible a markedly thinner color TV set. In April 1972, Sony commenced 
the sale in Japan of 17-inch color TV sets incorporating this tube. Color TV sets 
utilizing this tube will be introduced into the U.S. and European markets in the middle 
of 1973. 

The Sony "U-Matic" color videocassette system, which has been introduced 
into the Japanese, U.S. and Canadian markets, continues to enjoy leadership in these 
countries. The current large backlog of orders for this equipment reflects its sharply 
expanding markets and its adoption by many internationally known companies for use 
in communication, education and business. This system will be introduced into the 
European market in 1973. In order to meet the ever-increasing demand for the Sony 
"U-Matic" color videocassette system, the company has taken measures to expand 
its production capacity. 

Sales of TV sets increased 38 percent over the previous fiscal year and 
accounted for 42 percent of net sales. Sales of the company's TRINITRON color TV 
sets increased 48 percent above the previous fiscal year and accounted for 38 percent of 
net sales. The company further strengthened its position in the color TV industry 
through the introduction into the market of new color TV sets during this fiscal year. 
15-inch sets were introduced into the U.S. market, 17-inch sets into the English market 
and 17-inch sets with the 114-degree wide-angle deflection tube into the Japanese market. 
Sales of these models have been excellent. The company's 12-inch TRINITRON color 
TV sets were introduced for the first time into West Germany and Belgium during 
this fiscal year and were excellently received. TRINITRON color TV sets have now 
been introduced into all the European countries which broadcast color TV programs. 
The San Diego plant commenced the assembly of 17-inch TRINITRON color TV sets in 
August, 1972, and the production lines are operating smoothly at the rate of 6,000 sets 
per month. This will be increased to over 10,000 sets per month by the middle of this 
year. 

Sales of tape recorders and radios increased 8 percent above the previous 
fiscal year and accounted for 28 percent of net sales. To meet the diversified demands 
of customers, Sony has developed several new models during this fiscal year ranging 
from easy-to-operate small models to professional models. Because of Sony's experienced 



Sony "U-Matic" color videocassette system 

and advanced engineering, Sony's 
portable cassette tape recorder I 
radio combination units and high 
quality stereo tape recorders have 
been especially well received. One 
of the unique models which has 
been well received is a portable 
unit combining a complete cassette 
recorder and FM/ AM tuner with 
Sony's unique matrix sound 
stereo system, in which rich 
stereo sound, cassette recorder 
and tuner functions, instant record
ing capacity and eminent porta
bility are encased in one cabinet. 

Sales of video tape recorders, including the Sony "U-Matic" color videocassette 
system and audio equipment, increased 45 percent above the previous fiscal year and 
accounted for 16 percent of net sales. Sales of the Sony "U-Matic'' color videocassette 
system showed a marked increase in a sharply expanding market because of such 
features as high reliability and ease of operation. Primarily because of portable video 
tape recorders, sales of video tape recorders other than the Sony "U-Matic" color 
videocassette system have also increased. In the vigorously expanding high fidelity 
market, Sony's audio equipment including a 4-channel stereo system enjoyed a good year. 
Complete stereo music systems and components, which are specially engineered and 
carefully designed for exceptionally accurate reproduction of the original sound, have 
enjoyed excellent reception. 

Sales of other products increased 17 percent over the previous fiscal year and 
accounted for 14 percent of net sales. Sales of videocassette tapes and audio cassette 
tapes showed a marked increase. Due to its usefulness and remarkable versatility the 
cassette type business machine for dictating and transcribing continued to sell very 
well. To strengthen Sony's line of high performance business machines, the company 
added new models to its small-size electronic SOBAX calculators during this fiscal 
year. These new models include a unit which is equipped with a unique electronic 
discharge printing system providing high speed and high readability. 

In order to finance the strengthening of the company's sales organization and 
to expand its manufacturing facilities, Sony issued 5,050,000 shares of Common Stock 
through a public offering in Japan on June 1, 1972 for which the company received 20,200 



million yen, less expenses. 

The company's facilities for manufacturing and development were further 
enlarged. In September 1972, a new building (72,000 square feet of floor space) for the 
company's Technical Development Laboratory for acoustics' research and development 
activities was completed. In August 1972, the company's wholly-owned subsidiary, Sony 
Corporation of Inazawa, constructed a new facility (157,000 square feet of manufacturing 
floor space) for the production of the TRINITRON color picture tube, and another 
wholly-owned subsidiary of the company, Sony Corporation of Ichinomiya, completed a 
new facility (196,000 square feet of manufacturing floor space) in order to increase the 
company's capacity to assemble TRINITRON color TV sets in January 1973. 

In December 1972, the company incorporated a new wholly-owned subsidiary, 
Sony Corporation of Kohda, for the production of the Sony "U-Matic" color videocassette 
system in Japan. A facility with approximately 230,000 square feet of manufacturing 
floor space is now under construction and its operation is scheduled to commence 
sometime during the summer of 1973. The company also incorporated other subsidiaries 
for the production of audio equipment and other products in Japan. Outside of Japan, 
two wholly-owned subsidiaries of the company were newly incorporated: Sony Continental 
in Belgium to promote sales activities in Europe and Sony do Brasil Ltda. to manufacture 
and sell the company's products in Brazil. 

Sony decided to offer its experienced domestic sales force to foreign firms 
which desire to export their products to Japan. Commencing in May 1972, the company 
published full page advertisements in leading newspapers in the U.S. and Europe, 
including the Wall Street Journal (the U.S. ), Financial Times (the U.K. ), L'Express 
(France), Der Spiegel (West Germany), etc. under the headline "Sony wants to sell foreign 
products in Japan". This "Sony wants to sell" campaign has been well received in 
many countries. To deal with a variety of world-wide imports stimulated by this 
project, in June 1972, Sony incorporated a wholly-owned subsidiary, Sony Trading 
Corporation, which has already entered into agreements with Whirlpool Corporation of 
the U.S., a manufacturer of various home appliances, and Regal Housewares Inc. of the 
U.S., a manufacturer of kitchenware, for the distribution of their products in the Japanese 
market. There are many other firms who are now negotiating import agreements with 
Sony Trading Corporation. 

On September 26, 1972, Sony became the first Japanese company to have its 
shares listed on the Paris Stock Exchange. The company's shares were also listed on 
the Frankfurt and Duesseldorf Stock Exchanges on October 11, 1972. The company's 
shares are now listed on eight leading stock exchanges (New York, London, Amsterdam, 



Pacific Coast, Hong Kong, Paris, Frankfurt and Duesseldorf) outside of Japan. 

Management believes that despite some short-term economic uncertainties, the 
world economy is about to enter into a period of long-term growth. Supported by 
consumer's confidence in the company's products, the company's continuing programs to 
offer more useful, high-quality products, and its proven world-wide marketing expertise, 
management anticipates that Sony will make further substantial progress both in 
consolidated net sales and net income during the fiscal year ending October 31, 1973. 

January 23, 1973 

Sincerely yours, 

Masaru Ibuka 
Chairman 

Akio Morita 
President 

L';tC __ :_ 
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SONY CORPORATION 
(Sony Kabushiki Kaisha) 
CONSOLIDATED TEN-YEAR SUMMARY 

Net sales: 

Domestic. 

Export. 

Total . 

Income before income taxes. 

Income taxes . 

Net income. 

Per Depositary Share 

Depreciation . 

Total assets 

Shareholders' equity 

Per Depositary Share. 

Employees . . . . . 

1972 1971 

. $ 391, 062 $ 289,481 

404,727 340,341 

795,789 629,822 

123,438 77,614 

60,993 37, 254 

62,445 40,360 

.97 . 64 

18,604 18,136 

885,201 634, 549 

310, 981 188,867 

4.83 2.99 

17,323 16,615 

Note-Each Depositary Share represents 2 shares of Common Stock. 

1970 

$ 226,727 

257,601 

484,328 

59,464 

27,279 

32,185 

.52 

16,192 

520,169 

152,932 

2.47 

15,081 

Per share amounts are based on the average number of shares outstanding 
during each period, adjusted for all stock distributions. 



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

1969 1968 1967 1966 1965 1964 1963 

$ 149,078 $ 97,909 $ 78,906 $ 61,562 $ 50,614 $ 52,240 $ 47,594 

204,620 133,302 110,714 90,841 69,578 56,026 42,584 

353,698 231,211 189,620 152,403 120,192 108,266 90,178 

51,262 26,218 25,471 17,903 11,552 9,364 5,315 

23,071 11,549 11,571 8,679 6,075 4,659 1, 821 

28,191 14,669 13,900 9,224 5,477 4,705 3,494 

. 46 . 24 . 23 .15 . 09 . 08 . 06 

9,367 6,854 5,406 4,276 3,545 3,036 3, 211 

396,016 251,666 191,036 174,747 146,744 132,623 120,315 

93,854 68,818 57,305 46,036 39,442 36,156 33,643 

1. 54 1. 14 . 94 . 76 . 65 . 59 . 57 

13,542 10,617 9,073 8,100 7,101 6,871 6,564 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

CURRENT ASSETS: 

Cash (Note 6) 
Time deposits, available within 

one year (Note 6) 
Marketable securities, at cost 
which approximates market 

Notes and accounts receivable, 
trade (Note 6) 

Allowance for doubtful accounts 
Inventories (Notes 3 and 6) 
Prepaid expenses and 
other current assets 

Accumulated income tax prepayments 
Total current assets 

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

PROPERTY, PLANT AND EQUIPMENT, 
at cost (Notes 5 and 6): 

Land 
Buildings 
Hachinery and equipment 
Construction in progress 

Less - Accumulated depreciation 

OTHER ASSETS 

Translation into 
In millions thousands of U.S. 

of yen dollars {Note 12 
0 c t 0 b e r 3 1 

1972 1971 1972 1971 

¥ 13,761 ¥ 15,346 $ 44,679 $ 49,825 

34' 163 

16,738 

62,901 
3,250)( 

55,356 

7,145 
92366 

1962180 

3,593 
1,648 

222630 
27 2871 

10,138 
27,902 
26' 138 

12680 
65,858 
222168 
432690 

41901 

¥272 2 642 

7,585 

17 '001 

42,671 
1,751) 

51' 642 

3, 913 
52431 

1412838 

1,673 
736 

92138 
1L547 

9,306 
24,141 
21,574 

629 
55,650 
172450 
381200 

32856 

¥1952441 

110,919 

54,344 

204,224 
10,552)( 

179,727 

23,198 
302409 

6362948 

11' 665 
5,351 

732474 
902490 

32,916 
90,590 
84,864 

51455 
213,825 

711974 
14L851 

151912 

$8851201 

24,627 

55,198 

138,542 
5,685) 

167,669 

12,705 
17 2 633 

4602514 

5,432 
2,390 

292668 
372490 

30,214 
78,380 
70,045 

21042 
180,681 

561655 
1241026 

122519 

$634,549 



LIABILITIES 

CURRENT LIABILITIES: 

Bank loans (Note 6) 
Current portion of long-term debt 
Notes payable, trade 
Accounts payable, trade 
Notes payable, construction 
Notes and accounts payable, 
associated companies 

Accrued income and other taxes 
Other accounts payable and 

accrued liabilities (Note 1) 
Dividends payable 

Total current liabilities 

LONG-TERM DEBT (Note 6) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 7) 

ACCUMULATED INCOME TAX REDUCTIONS 
(Note 8) 

STOCKHOLDERS' EQUITY: 

Common stock ¥50 par value (Note 9) -
Authorized - 424,000,000 shares 
Issued 1971 - 100,950,000 shares 

1972 - 106,000,000 shares 
Capital in excess of par value (Note 9) 
Legal reserve (Note 10) 
Retained earnings appropriated for 

special allowances (Note 8) 
Retained earnings (Note 10) 

COMMITMENTS AND CONTINGENT LIABILITIES 
(Note 11) 

In millions 
of yen 

0 c t o b e 

Translation into 
thousands of U.S. 
dollars (Note 1) 
r 3 1 

1972 1971 

¥ 60,906 
951 

37,580 
12,076 

3,001 

1,735 
15,749 

29' 577 
799 

162,374 

1,835 

6,072 

6,579 

5,300 
31,727 

1,292 

9,750 
4 7, 713 
95,782 

¥ 54,879 
865 

29,474 
8,877 
1' 111 

1,316 
8,015 

18,241 
761 

1231539 

2,757 

41733 

6,241 

5,048 

11,779 
1,118 

9,391 
301835 
58,171 

¥272,642 ¥195,441 

1972 1971 

$197,747 
3,088 

122,013 
39,208 

9,743 

5,633 
51' 133 

96,029 
21594 

527,188 

51958 

191714 

21,360 

17 '208 
103,010 

4,195 

31,656 
1541912 
3101981 

$178,179 
2,808 

95,695 
28,821 

3,607 

4,273 
26,023 

59,224 
2,471 

4011101 

81951 

151367 

16,390 

38,243 
3,630 

30,491 
1001113 
1881867 

~885,201 $634,549 



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

Sales and other income: 
Net sales -

Domestic 
Export 

Operating revenue and 
miscellaneous income (Note 1) 

Costs and expenses: 
Cost of sales 
Selling, general and administrative 
Interest 
Other 

Income before income taxes 

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

timing differences 

Net income (per share: 1972 - ¥149.3 
or 48.5i; 1971 - ¥98 . 5 or 32.0¢) 
(Note 9) 

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

for the period (per share: 1972 -
¥12.0 or 3 .9i; 1971 - ¥10.8 or 3.5i) 
(Note 9) 

Appropriations for special allowances, 
net of estimated future taxes 
(Note 8) 

Transfer to legal reserve (Note 10) 
Expenses of common stock offering, 
less related income taxes (Note 9) 

Balance, end of period (Note 10) 

In millions 
of yen 

Year ended 
1972 1971 

¥120,447 ¥ 89,160 
124,656 104,825 
245,103 193,985 

8,336 
253,439 

153,614 
56,183 
4,255 
1,368 

215,420 

38,019 

22,383 

3' 59 7) 
18,786 

19 , 233 

30,835 

1,552)( 

359)( 
174) ( 

270) 

¥ 47,713 

3,512 
197,497 

126,282 
42,206 

3,815 
1,289 

173 . 592 

23,905 

10,748 

726 
11,474 

12,431 

21,986 

1,363)( 

2,077)( 
142) ( 

¥ 30,835 

Translation into 
thousands of U.S. 
do 11ars (Note 1) 

October 31 
1972 1971 

$391,062 
404,727 
795,789 

27,065 
822,854 

498,747 
182,412 
13' 815 
4,442 

699,416 

123,438 

72,672 

11,679) 
60,993 

62,445 

100,113 

5,039)( 

1,165)( 
565)( 

877) 

$154,912 

$289,481 
340,341 
629,822 

U.,402 
641,224 

410,007 
137,032 
12,386 
4,185 

563,610 

77 '614 

34,896 

2,358 
37,254 

40,360 

71 '383 

4,425) 

6,744) 
461) 

$100,113 

Depreciation included in costs 
and expenses ¥5,586 $18,604 $18,136 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION Translation into 

thousands of U. S. 
dollars (Note 1) 
October 31 

Financial resources were provided by: 
Net income 
Add income charges not affecting 
working capital -

Depreciation 
Provision for severance indemnities, 
less payments 

Loss on disposal of fixed assets 
Deferred income taxes (long-term) 

Working capital provided by operations 
for the period 

Proceeds from sales of fixed assets 
Increase in long-term debt 
Decrease in other assets 
Sale of common stock- public offering 

Total 

Financial resources were used for: 
Increase in investments and advances 
Additions to fixed assets 
Increase in other assets 
Reduction in long-term debt 
Expenses of common stock offering 
Cash dividends 

Total 

Increase in working capital 

Analysis of changes in working capital 

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

Increase in current liabilities: 
Bank loans 
Current portion of long-term debt 
Notes and accounts payable 
Accrued income and other taxes 
Other accounts payable and 

accrued liabilities 
Dividends payable 

Net increase 

In millions 
of yen 

Year ended 
1972 __l2lL 

5,730 

1,339 
576 

_ill 

27,216 
278 

29 

16,324 
12,074 

1,045 
951 
270 

_L_lli_ 
32,216 

¥12,431 

5,586 

787 
612 
~ 

20,736 
428 
796 
175 

6,946 
6,298 

865 

$ 62,445 

18,604 

4,347 
1,870 
1,097 

88,363 
902 

95 

65,585 
154,945 

53,000 
39,201 

3,393 
3,088 

877 
5,039 

104,598 

¥15,507 ¥ 6,663 $ 50,347 

¥24,993 
( 263) 

18,731 
3 '714 

¥ 3,612 $ 81,146 
14,126 ( 854) 
8~866 60,815 
2,650 12,058 

.L.l!il ( ~) 
54,342 28,786 

23,269 
176,434 

6,027 
86 

13,614 
7,734 

11' 336 
__ 3_8 
38,835 

3,286 
176 

7,512 
3,259 

7~737 

_ill 
22,123 

19,568 
280 

44,201 
25' 110 

36,805 
123 

126,087 

¥15,507 ¥ 6 , 663 $ 50,347 

$40,360 

18,136 

2,555 
1,987 
4,286 

67,324 
1,390 
2,585 

569 

22,552 
20,448 

2,809 

4,425 
50,234 

$21,634 

$11,728 
45' 864 
28,786 

8,604 

10,669 
571 

24,390 
10,581 

25,120 
_ill_ 
71 '828 

$21,634 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
NOTES TO FINANCIAL STATEMENTS 

1 -U .S. DOLLAR AMOUNTS AND FOREIGN EXCHANGE 

U.S. dollar amounts are included solely for convenience and are stated 

at the official parity rate of ¥308 = US$1 in translating the yen amounts into 

U.S. dollars for financial statement purposes . These translations should not be 

considered as representations that the yen amounts actually represent, or have 

been or could be converted into, U.S. dollars. 

The accompanying financial statements expressed in Japanese yen include 

the foreign currency accounts of consolidated subsidiaries which were translated 

into yen at appropriate current rates of exchange at October 31, 1972 and 1971, 

except that inventories, cost of sales, fixed assets and related depreciation 

were stated at historical rates and other revenue and expense accounts were 

translated at rates which approximate the prevailing rates at time of the trans

actions . The resulting translation gain is taken into income on a systematic 

basis. 

The translation gain credited to 11 0perating revenue and miscellaneous 

income 11 for the year ended October 31, 1972 amounted to ¥2,867 million - $9,308 

thousand (¥346 million- $1,123 thousand for 1971), which included a substantial 

portion of the translation gain of ¥1,509 million - $4 , 899 thousand deferred at 

October 31, 1971. The translation gain deferred at October 31 , 1972 amounting 

to ¥328 million - $1,065 thousand is included under 11 0ther accounts payable and 

accrued liabilities 11 in the accompanying balance sheet . 

2 - PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of the 

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

companies . At October 31, 1972, the parent company ' s equity in the net assets 

of its consolidated subsidiary companies exceeded its investment therein by 

¥11,494 million- $37,318 thousand (¥8,331 million- $27,049 thousand at October 

31, 1971) . 



3 - INVENTORIES 

Inventories comprise the following : 

Yen millions 

Finished products 
Work in process 
Raw materials and purchased components 

¥40,444 
8,493 
~ 

¥55,356 

0 c t 0 

¥37,608 
7,710 

_hili 

¥51,642 

b 
Dollars thousands 
e r 3 1 

1972 1971 

$131,312 $122,104 
27,574 25,033 
202841 202532 

$1792 727 $1672669 

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

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

other categories are determined on the basis of average cost . 

4 - INVESTMENTS AND ADVANCES - ASSOCIATED COMPANIES AND OTHERS 

The investments in and advances to associated companies include the 

acquisition cost of capital shares of unconsolidated subsidiary companies 

amounting to ¥929 million - $3,016 thousand and of 50% owned companies (50-50 

basis joint ventures) amounting to ¥410 million- $1,331 thousand (¥646 million

$2,097 thousand and ¥438 million - $1,422 thousand, respectively, at October 31, 

1971). 

The investments in and advances to others include the acquisition cost 

of 20% to 50% owned companies amounting to ¥1,174 million- $3,812 thousand (¥1, 126 

million- $3 ~ 656 thousand at October 31, 1971) . 

At October 31, 1972 and 1971, the excess of the company's equity in the 

net assets of the unconsolidated subsidiary companies over its investment therein 

was insignificant. At October 31, 1972, the company ' s equity in the net assets 

of the joint venture companies and 20% to 50% owned companies exceeded its 

investment therein by approximately ¥609 million - $1,977 thousand; the equity 

approximated the investment at October 31, 1971 , 

5 - PROPERTY, PLANT AND EQUIPMENT 

Depreciation of property, plant and equipment is principally computed 

by the declining balance method at rates based on estimated useful lives of the 

assets according to general class, type of construction and use . It is not 



practicable, because of the wide varieties of properties within each major class, 

to list the individual rates used; the overall effective rates for the year ended 

October 31, 1972 were 6.6/o (7 . 1/o for 1971) on buildings and 16 . 8% (18.3% 

for 1971) on machinery and equipment. 

6 - BANK LOANS AND LONG-TERM DEBT 

Bank loans of ¥60,906 million- $197,747 thousand (¥54,879 million

$178,179 thousand at October 31, 1971) are generally represented by short-term 

notes and acceptances payable, 30 to 180 days, bearing interest, at 4.5% to 9.9% 

per annum. Short-term notes of ¥140 million- $455 thousand (¥140 million- $455 

thousand at October 31, 1971) are secured by a pledge of notes receivable aggre

gating ¥297 million - $964 thousand (¥187 million - $607 thousand at October 31, 

1971). Under the terms of general security agreements relating to certain 

acceptances payable aggregating ¥19,313 million - $62 , 704 thousand (¥18,015 

million- $58,490 thousand at October 31, 1971), the lending banks retain a 

security interest in inventory, accounts receivable and amounts on deposit with 

such banks. Short-term notes are generally issued to banks under written basic 

agreements which provide, with respect to all present or future loans with such 

banks, that collateral (including sums on deposit with such banks) or guarantors 

will be furnished upon the bank's request and that any collateral furnished, 

pursuant to such agreements or otherwise, will be applicable to all indebtedness 

to such banks . 

Long-term debt, representing obligations principally to banks and 

insurance companies, comprises the following : 

Dollars 
Yen millions thousands 

0 c t 0 b e r 3 1 

Loans, due 1971 to 1998 with interest 
1972 1971 1972 _!21.L 

ranging from 6 . 5% to 8.2%: 
Secured by mortgages on property, 
plant and equipment ¥2,404 ¥3 , 223 $7,805 $10,464 

Not secured _.1]_ ~ ~ __ill 
2,431 3,307 7,893 10,737 

Less - Portion due within one year _ill ~ 3 , 088 ~ 
1,480 2,442 4,805 7,929 

Guarantee deposits received _122 ____ll2 1,153 ___L_Qll 

¥1 '835 ¥2,757 $5,958 $ 8,951 



7 - LIABILITY FOR SEVERANCE INDEMNITIES AND PENSION PLAN 

Employees of the parent company and subsidiaries in Japan severing their 

connection with the company are entitled, under most circumstances, to lump-sum 

indemnities based on current rate of pay and length of service . With few excep

tions, the minimum payment is an amount based on voluntary retirement . Income 

tax regulations permit a deduction, generall y speaking, equal to only 50% of the 

periodic accrual for such minimum payments plus actual payments in excess of the 

allowed provision . In many cases, employees receive significant additional 

benefits because of conditions such as involuntary retirement, death, etc. 

The annual provision for employees' severance indemnities is sufficient 

to state the liability account at the amount which would be required if all 

employees involuntarily retired at the end of such period . Accrued provisions 

are not funded. 

With respect to directors and officers, the company provides for lump

sum severance indemnities on a basis which is similar to that used for employees. 

While the company has no legal obligation, it is a customary practice in Japan 

to make lump-sum payments to a director or officer upon retirement. The company 

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

and is adequate to make such future payments as may be approved by the stock

holders. 

During 1972, the company's subsidiary in the United States instituted 

a pension plan covering substantially all of its employees . 

The charge to income for severance indemnities and the pension plan 

was ¥1,662 million - $5,398 thousand for the year ended October 31, 1972 and 

¥1,164 million- $3,779 thousand for the year ended October 31, 1971 . 

8 - INCOME TAXES AND RETAINED EARNINGS 
APPROPRIATED FOR SPECIAL ALLOWANCES 

The company is subject to a number of different income taxes, which in 

the aggregate, indicate an effective tax rate of approximately 48% but there is 

a reduction in the rate applicable to earnings of the period which are paid out 

as dividends . The tax regulations include a limitation on the amount of the cur

rent deduction for severance indemnities and certain other expenses. With respect 

to all such timing differences, the company follows the principle of inter

period tax allocation . 



The company is permitted to deduct for income tax purposes, if recorded 

on the books, certain special allowances which are not required for financial 

accounting purposes. As the effect of the special allowances is a deferral of 

income taxes, the company has provided (as "Accumulated income tax reductions") 

an amount equivalent to the current tax reduction resulting from the deduction 

of the special allowances. As the special allowances must be recorded in the 

books of account in full, the remaining portion of such allowances is set forth 

in the accompanying financial statements as appropriations of retained earnings 

for special allowances. 

9 - COMMON STOCK AND CAPITAL IN EXCESS OF PAR VALUE 

On June 1, 1972 the company made a public offering of 5,050,000 shares 

of common stock within the terri tory of Japan at a price of ¥4,000 per share. 

An amount equal to the aggregate par value of the shares issued (¥252 million -

$818 thousand) was credited to the common stock account and the remainder of the 

proceeds (¥19,948 million- $64,767 thousand) was credited to "Capital in excess 

of par value". 

Although capital stock offering expenses are customarily treated as a 

reduction of proceeds from the sale of stock, Japanese tax regulations permit a 

deduction for such expenses provided they are charged to income on the books . 

Accordingly, such expenses are shown on the statement of retained earnings as a 

direct charge, net of the resulting reduction in income taxes . 

Based upon the resolutions of the Board of Directors, which were made 

in accordance with the Japanese Commercial Code, the company effected (1) a free 

distribution on May 1, 1971 of 20,190~000 shares of common stock to stockholders 

of record at April 30, 1971 in the ratio of one new share for each four shares 

held, and (2) a free distribution on November 1, 1972 of 26,500,000 shares of 

common stock to stockholders of record at October 31, 1972 in the ratio of one 

new share for each four shares held . The company accounted for the free distri

butions of shares by the transfer of amounts equal to the aggregate par value of 

such shares (¥1,010 million - $3,280 thousand for 20,190,000 shares and ¥1,325 

million - $4,302 thousand for 26,500,000 shares) from "Capital in excess of par 

value" to the common stock account. 



The computation of net income and cash dividends per share as shown in 

the accompanying statement of income and retained earnings is based on the average 

number of shares outstanding during each year, appropriately adjusted for the 

above-mentioned free distributions. 

10 - LEGAL RESERVE AND RETAINED EARNINGS 

The only changes in the legal reserve for the years ended October 31, 

1972 and 1971 were the appropriations required under the Japanese Commercial Code. 

No further appropriation (presently a minimum of 10% of cash dividends paid) is 

required when the legal reserve equals 25% of capital. 

Of the retained earnings of ¥47,713 million - $154,912 thousand 

at October 31, 1972 (¥30,835 million - $100,ll3 thousand at October 31, 1971), 

¥41,748 million- $135,545 thousand (¥27,296 million- $88,623 thousand at 

October 31, 1971) has been set aside as general reserves by the stockholders. 

11 - COMMITMENTS AND CONTINGENT LIABILITIES 

Commitments outstanding at October 31, 1972 and 1971 for the purchase 

of property, plant and equipment approximated ¥3,855 million - $12,517 thousand 

and ¥2,096 million - $6,805 thousand, respectively . 

Rental expense for the years ended October 31, 1972 and 1971 aggregated 

¥2,350 million-$7,630 thousand and ¥1,902 million-$6,175 thousand, respectively. 

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

are renewed upon expiration. The minimum annual rentals under long-term leases 

for each of the next three years will be approximately ¥1,430 million - $4,643 

thousand. 

Contingent liabilities at October 31, 1972 and 1971 for notes discounted 

and guarantees given in the ordinary course of business amounted to approximately 

¥5,076 million- $16,482 thousand and ¥4,837 million- $15,705 thousand, respectively. 

The company, or its subsidiaries, are defendants in several pending lawsuits. In 

the opinion of management and legal counsel, the lawsuits are without merit and, 

if decided adversely, will not involve sums considered material to the consolidated 

financial position or operating results of the company. 



The company's U. S. subsidiary was a party to a U. S. Treasury 

Department investigation of "dumping" practices against several importers of 

Japanese television sets. According to the company's general counsel, the U.S. 

Bureau of Customs advised the Treasury Department that its investigation of 

the prices at which Sony's television sets are being sold in the United States 

revealed that the same are not being sold for less than the selling price in 

Japan and Sony is not involved in any dumping practices. However, the company 

is continuously subject to review by the U.S. Bureau of Customs. 



PRicE WATERHOUSE & Go. 

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

AOYAM:A BUILDING 

2 :J, KITA AOYAM:A 1 CHOME 

MINATO K U, TOKYO 

January 17, 1973 

In our opinion, the accompanying consolidated balance sheets 

and the related consolidated statements of income and retained earnings 

and of changes in financial position, expressed in yen, present fairly 

the financial position of Sony Corporation (Sony Kabushiki Kaisha) and 

its consolidated subsidiaries at October 31, 1972 and 1971, the results 

of their operations and the changes in financial position for the years 

then ended, in conformity with generally accepted accounting principles 

consistently applied. Our examinations of these statements 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 . 

U. S. dollar amounts shown in the accompanying financial 

statements have been translated on the basis described in Note 1. They 

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