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HIGHLIGHTS 
For the years ended October 31 

Net sales: 

Domestic 

Overseas 

Total .. 

Income before income taxes . 

Income taxes 

Net income. 

Per Depositary Share. 

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

1977 1976 

$ 813,762 $796,138 

1, 294,671 1, 135,229 

2,108,433 1,931,367 

267,137 267,350 

137,462 148,471 

144,342 127,892 

. 67 . 59 

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

2. U.S. dollar amounts are translated from yen at the approximate rate of ¥240= U.S. 
$1, the Tokyo foreign exchange market rate as of December 16, 1977, as described in 
Note 2 of Notes to Consolidated Financial Statements. U.S. dollar amounts for fiscal 
1976 have also been stated using the same rate. 
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TO THE HOLDERS OF SONY DEPOSITARY SHARES: 

Masaru lbuka, 
Honorary Chairman 

Akio Morita, Chairman Kazuo Iwama, President 
and and 

Chief Executive Officer Chief Operating Officer 

Reflecting the excellent 

acceptance of the company's "Beta

max" home video system and other 

videotape equipment, Sony estab

lished record highs for both con

solidated net sales and net income 

during the fiscal year ended Octo

ber 31, 1977. 

Consolidated net sales 

for fiscal1977 were $2,108,433,000, 

an increase of 9.2 percent above net sales of $1,931,367,000 for fiscal 1976. Consolidated 

net income for fiscal 1977 was $144,342,000, an increase of 12.9 percent above net income 

of $127,892,000 for fiscal 1976. Earnings per Depositary Share (each Depositary Share 

represents one share of Common Stock) were 67 cents for fiscal 1977, as compared with 59 

cents for fiscal 1976. 

During fiscal 1977, overseas sales increased 14.0 percent above the previous fiscal 

year and accounted for 61.4 percent of net sales, and domestic sales increased 2.2 percent 

and accounted for 38.6 percent of net sales. Increases in sales amounted to 13.3 percent 

in the United States market, 17.7 percent in the European market, 3.6 percent in the Asian 

market (excluding Japan) and 15.2 percent in other markets. 

Despite the increases in consolidated net sales and net income, every segment of 

Sony's business was affected during fiscal 1977 by the sluggish economic activity which 

prevailed throughout the world, as well as inflation and currency adjustments, including the 

rising yen value. The rapid rise in yen value also resulted in a reduction of the book value 

of consolidated sales due to the conversion of local currencies into yen figures in consolidated 

accounting procedures, which, in turn, increased the cost ratio. 

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

to be held on January 30, 1978, Sony will pay to shareholders of record as of October 31, 

1977, a cash dividend of 15 yen (before deduction of withholding taxes) per Depositary 

Share for the six months of operations which ended October 31, 1977. Thus, after this 



payment, the total annual cash dividend for fiscal 1977 will amount to 25 yen (before 

deduction of withholding taxes) per Depositary Share, a 5 yen increase over last year's total 
annual cash dividend. This will mean that dividend increases have been made for two 

consecutive years. 

Sales of videotape recorders during fiscal 1977 continued to show a substantial 

increase, rising 49.8 percent above fiscal 1976 and accounting for 14.1 percent of net sales. 
Both color videocassette systems (the "Betamax" for consumer use and the "U-matic" for 

institutional and other professional uses) continued to be well received and compensated for 

the sluggish demand for other products and the adverse effects of currency adjustments. 

In August, 1977, Sony exhibited the "Betamax" color videocassette system for European TV 

standards at the "International Radio and Television Exhibition 1977" in Berlin. In March, 

1977, the company marketed in Japan a "Betamax" model that can be switched between 
one and two hours of use, and, in October, 1977, Sony marketed in Japan a two-hour model 

at a moderate price. At present, 7 other companies in the world have joined the "Beta" 

format and have been endeavoring to expand this format. A l-inch helical scan videotape 
recorder for broadcast use and related equipment, including color cameras, also have been 

well received. 

Sales of all TV sets during fiscal 1977 decreased 1.5 percent from the previous 

fiscal year and accounted for 33.0 percent of net sales. During fiscal 1977, the company's 

color TV business was adversely affected by severe price competition and some weak 
markets, including Japan, and sales of color TV sets decreased 3.6 percent from fiscal 1976 

and accounted for 30.7 percent of net sales. However, highly featured color TV sets, such 
as those with electronic tuning and remote control, have been very well received in major 

markets, and a combination model consisting of a three diagonal inch monochrome TV, cassette 

tape recorder ana radio has been especially well received in Japan. In February, 1977, the 
company marketed in Japan a color television system using a 30 diagonal inch (visual screen 

size) "Trinitron Plus" color picture tube. This is the largest color picture tube in the world. 

Sales of tape recorders and radios during fiscal1977 decreased 2.9 percent compared 

with the same period last year and accounted for 20.2 percent of net sales. This reflects, 

in part, a change in consumer preference in this category of products from fiscal 1976, 

when transistor radios specially designed for foreign broadcasting listeners were excellently 
received in Japan. During fiscal 1977, the company successfully marketed such unique 
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products as a small, light microcas

sette tape recorder which is capable 

of up to two hours of recording and 

which can be carried in a shirt pocket, 

as well as a super-high-performance 

FMj L W j MW j SW 32 band portable 

radio, and a combination model of 

high quality stereo tape recorder and 

radio with 2 way 4 speaker system. 

Sales of audio equipment 

during fiscal1977 were slightly better 

than the previous fiscal year and ac

counted for 11.4 percent of net sales. 

The company's Hi-Fi components were 
Magnetic tape plant in Dothan, Alabama, U.S. A. 

well received in the European market, and their reputation was heightened in West Ger

many through the success of Sony's display at the "International Radio and Television 

Exhibition 1977", which was held in Berlin in August 1977. Such unique products as the 

high-quality speaker system called the "SS-G7" which utilizes the best features of Sony's 

audio technology, and the Pulse Code Modulation audio unit (PCM) which utilizes "Beta

max" videocassette equipment were highly acclaimed. This PCM system is expected to 

have a promising future. 

During fiscal 1977, sales of other products, including magnetic audio and video 

tapes and business machines for dictation and transcription purposes, increased 29.2 percent 

above the previous fiscal year and accounted for 21.3 percent of net sales. Videotape sales, 

in particular, increased significantly. Sony has been expanding production of videotape by 

increasing the output of existing facilities, including a plant in Dothan, Alabama, U.S.A., 

which held its opening ceremonies on February 22, 1977. The company has plans to double 

the floor space of the plant in Dothan by the summer of 1978. 

Sony has been developing and marketing the small size and high quality l-inch 

helical scan VTR designed for professional use by broadcasting stations (BVH series 

VTR). This equipment has been in great demand due to its high quality of television 

pictures, easy operation and economy in costs. During fiscal 1977, Sony concluded contracts 

with Thomson-CSF, one of the largest electronic and communication equipment manufac-



turers in Europe, for the supply of BVH series VTR under the Thomson-CSF brand. Sony 

recently concluded a contract with RCA Corporation, one of the largest broadcasting equip

ment manufacturers in the world, for the supply of BVH series VTR under the RCA brand. 

Sony also has granted to RCA Corporation a license to manufacture such equipment. Many 

major TV broadcasting stations in the U.S. A. and Japan already have adopted Sony's l

inch helical scan VTR, and these developments are expected to stimulate the further pene

tration of Sony's l -inch helical scan VTR into the broadcasting and institutional markets 

of the world. 

On September 16, 1977, Sony announced the development of an audio disc system 

using the Pulse Code Modulation (PCM) method, and, on September 21, 1977, Sony marketed 

a PCM audio unit which produces super high-quality sound when coupled with the "Betamax" 

or "U-matic" videocassette deck. The PCM system involves the digital recording of audio 

signals through the conversion of audio into a pulse code, resulting in the original sound 

being reproduced with very high fidelity. The company anticipates that the PCM system 

has great potential in the popular audio field. 

On November 8, 1977, Sony listed its shares on the Swiss stock exchanges (Zurich, 

Basle and Geneva) in the form of Swiss Bearer Depositary Receipts. Sony thus became 

the first company to trade its shares in the form of Swiss Bearer Depositary Receipts on 

the Swiss stock exchanges. Sony's 

shares are now traded on 18 leading 

stock exchanges outside of Japan 

(New York, London, Amsterdam, Pa

cific, Hong Kong, Paris, Frankfurt, 

Duesseldorf, Brussels, Antwerp, Vi

enna, Toronto, Montreal, Vancouver, 

Midwest, Zurich, Basle and Geneva). 

On December 1, 1977, Sony 

announced the development of a new, 

super-bright, color video projection 

system for 50 and 72 diagonal inch 

screen sizes. This system has many 

advanced features as compared with 

previous conventional 50 inch sys- Audio disc system using the Pulse Code Modulation method 
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terns. Each size is available as an easily movable unit and projects a television or video 

picture bright enough to be viewed in a well-lighted room. 

Despite the difficult economic conditions, such as rapid currency adjustments, 

which may temporarily restrict the potential of Sony to exercise fully its inherent strength, 
management believes that the company also faces great opportunities through its unique 

products, including "Betamax" videotape recorders, and that the long-term business outlook 

of the company is very promising. 

December 22, 1977 

Sincerely yours, 

Akio Morita 
Chairman 

(~ 
Kazuo lwama 
President 



MANAGEMENT 

DIRECTORS 
Masaru lbuka 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED TEN-YEAR SUMMARY 

1977 1976 1975 

Net sales : 

Domestic. $ 813,762 $ 796,138 $ 772,341 

Overseas. 1,294 ,671 1,135,229 934,367 

Total .. 2, 108,433 1,931,367 1,706,708 

Income before income taxes. 267 , 137 267,350 162,879 

Income taxes . 137,462 148,471 93,433 

Net income. 144 ,342 127,892 69,950 

Per Depositary Share .67 . 59 . 32 

Depreciation . . .. 53,579 44,350 44,738 

Total assets .... 2,290 ,629 2,113,913 1,752,200 

Shareholders' equity 960,275 838,396 728,475 

Per Depositary Share. 4. 45 3.89 3.38 
Employees . ....... 25,881 22,713 22, 108 

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

i\1 ill ions of U.S. do llars 
2.000 ---- - ----------1'/ 

NET SALES 

f2ZI Domest ic 

lim Overseas 
80 

~: 

':I-I 
'69 '70 '71 '72 '73 '74 '75 '76 '77 1968 '69 '70 '71 '72 '73 '74 '75 '76 '77 



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

1974 1973 1972 1971 1970 1969 1968 

$ 825,467 $ 689,200 $ 501,863 $ 371,500 $ 290,967 $ 191,317 $ 125,650 

828,912 619,388 519,400 436,771 330,587 262,596 171,071 
1,654,379 1,308,588 1, 021,263 808,271 621,554 453,913 296,721 

194,467 205,567 153,129 105,313 76,263 65,738 33,579 
98,758 102,763 78,304 47,867 35,008 29,608 14,821 
94,863 105,433 78,633 57,442 42,771 35,254 18,775 

. 45 . 51 . 39 . 29 . 22 .19 .10 
42,417 31,171 23,875 23,275 20,779 12,021 8,796 

1,724,888 1,422,650 1, 144, 288 818,463 672,950 509,238 324,471 

669,304 501,071 403, 921 248,713 196,950 119,667 88,463 

3. 17 2.42 2.01 1. 26 1. 02 . 63 .47 
21,635 20,648 17,323 16,615 15, 081 13,542 10,617 

2. U.S. dollar amounts are translated from yen at the approximate rate of ¥ 240= U.S. $ 1,the 
Tokyo foreign exchange market rate as of December 16, 1977, as described in Note 2 of Notes 
to Consolidated Financial Statements. U.S. dollar amounts previously reported for prior fiscal 
years have been restated using the same rate as used in the current fiscal year. 

U.S. do lla rs 
0 .7 --- - - ------ - -

NET INCOME 

PER DEPOSITARY SHARE 
0 .6 

0.3 - ----
•: "

··"" 

o.z - r- r- r-

r- r- r- I-

·r-

·~I 
'- '- '- '- '-

··=- I ':! 

~l 
=--=~t 

< 

1968 '69 '70 '71 '72 '73 '74 '75 '76 '77 

Millions of U.S. do llars 
1,000--- ---- - -----

SHAREHOLDERS' 

EQUITY 

800-- - ----- - --

400 

t 

zoo 

0 
1968 '69 '70 '7 1 '72 '73 '74 '75 '76 '77 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

ASSETS 

CURRENT ASSETS (Note 6): 

Cash 
Time deposits 
Marketable securities (bonds), 
at cost which approximate 
market 

Notes and accounts receivable, 
trade 

Notes and accounts receivable, 
affiliated companies 

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

Income tax prepayments 
Total current assets 

INVESTMENTS AND ADVANCES: 

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

PROPERTY, PLANT AND EQUIPMENT 
(Note 6): 

Land 
Buildings 
Machinery and equipment 
Construction in progress 

Less - Accumulated depreciation 

OTHER ASSETS 

Translation into 
In millions thousands of U.S. 

of yen dollars (Note 2) 
0 c t o b e r 31 

1977 1976 1977 1976 

¥ 19,875 
23,511 

29,346 

84,631 

28,499 
5' 245)( 

166,821 

12,694 
19,826 

379,958 

27,364 
4, 725 

20,833 
52,922 

25,817 
69,791 
73,447 
6' 169 

175,224 
66,933 

108,291 

8,580 

¥ 14,162 
41' 133 

49,266 

81' 346 

28,921 
4,802)( 

129,936 

11,481 
18 '539 

369,982 

18 '776 
4,347 

18,278 
41,401 

23,747 
59,743 
57,245 

3,768 
144,503 
55,897 
88,606 

7,350 

$ 82,812 
97,962 

122,275 

352,629 

118' 746 
21,854)( 

695,088 

52,892 
82,608 

1,583,158 

114,017 
19,688 
86,804 

220,509 

107,571 
290,796 
306,029 

25 '704 
730,100 
278,888 
451,212 

35 '7 50 

$ 59,008 
171,388 

205,275 

338,941 

120,504 
20,008) 

541,400 

47,838 
77,246 

1,541,592 

78,233 
18' 112 
76' 159 

172,504 

98,946 
248,929 
238,521 

15 '700 
602,096 
232,904 
369,192 

30,625 

¥549,751 ¥507,339 $2,290,629 $2,113,913 



LIABILITIES 

CURRENT LIABILITIES: 

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

companies 
Dividends payable 
Accrued income and other taxes 
Other accounts payable and accrued 
liabilities 

Total current liabilities 

LONG-TERM DEBT (Note 6) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 7) 

ACCUMULATED INCOME TAX REDUCTIONS 

STOCKHOLDERS' EQUITY: 

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

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

Retained earnings (Note 9) 

COMMITMENTS AND CONTINGENT LIABILITES 
(Note 12) 

Translation into 
In millions thousands of U.S. 

of yen dollars (Note 2) 
0 c t o b e r 31 

1977 1976 1977 1976 

¥105,288 
483 

69,619 
22,329 
5,485 

14,914 
3,264 

20,680 

48,616 
290,678 

2,489 

22,159 

3,959 

10' 781 
46,376 

3,248 

8,425 
161,636 
230,466 

¥ 96,605 
310 

64,823 
21,456 

2,939 

16,388 
2, 720 

35,019 

2,865 

19,232 

5' 017 

10' 781 
46,376 

2,729 

9,638 
131,691 
201,215 

$ 438 '700 
2,012 

290,079 
93,037 
22,854 

62,142 
13,600 
86' 16 7 

202,567 
1' 211' 158 

10 '3 71 

92,329 

16,496 

44,921 
193,233 

13,534 

35,104 
673,483 
960,275 

$ 402,521 
1,292 

270,096 
89,400 
12,246 

68,283 
11,333 

145,912 

161,459 
1,162,542 

11' 938 

80' 133 

20,904 

44,921 
193,233 

11,371 

40,158 
548,713 
838,396 

¥549,751 ¥507,339 $2,290,629 $2,113,913 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF INCOME 
AND RETAINED EARNINGS Translation into 

Sales and other income: 
Net sales -

Domestic 
Overseas 

Operating revenue and 
miscellaneous income (Note 10) 

Costs and expenses: 
Cost of sales (Note 11) 
Selling, general and 
administrative 

Interest 
Other 

Income before income taxes 

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

timing differences 

Income from consolidated operations 

Equity in earnings of affiliated 
companies (Note 4) 

Net income (per share: 1977 - ¥160.7 
or 67.0¢, 1976 - ¥142 . 3 or 59.3t) 

Retained earnings: 
Balance, beginning of period 
Cash dividends applicable to 
earnings for the period (per 
share: 1977 - ¥25 . 0 or 10.4i, 
1976 - ¥20.0 or 8.3t) 

Reversal of (appropriation for) 
special allowances, net ~f 
estimated future taxes 

Transfer to legal reserve 

Balance, end of period 

In millions thousands of U.S . 
of yen dollars (Note 2) 
Year ended October 31 

1977 1976 1977 

¥195,303 
310,721 
506,024 

241804 
530,828 

328,534 

124,393 
8,370 
5,418 

4661715 

64' 113 

35,336 

2 '345 )( 
32,991 

31,122 

3,520 

34,642 

131,691 

5,391)( 

1,213 ( 
519) ( 

¥191,073 
272,455 
463,528 

151743 
4791271 

295,417 

109' 118 
7,912 
2,660 

415,107 

64' 164 

39,620 

3 '987) ( 
35,633 

28,531 

2' 163 

30,694 

107,142 

4,313 )( 

1,290) 
542)( 

$ 813,762 
1,294,671 
2,108,433 

1031350 
21211,783 

1,368,892 

518,304 
34,875 
22,575 

1,944,646 

267 '137 

147,232 

9,770)( 
137 ,462 

129,675 

14,667 

144,342 

548,713 

22 ,463)( 

5,054 ( 
2,163)( 

$ 

1976 

796' 138 
1,135,229 
1,931,367 

65,596 
1,996,963 

1,230,904 

454,658 
32,967 
11,084 

1,729,613 

267,350 

165,083 

16,612) 
148,471 

118,879 

9,013 

127 '892 

446,425 

17,971) 

5,375) 
2,258) 

¥161,636 ¥131,691 $ 673,483 $ 548,713 



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

of yen 

Translation into 
thousands of U.S . 
dollars (Note 2) 
October 31 

Financial resourc·es were provided by: 
Net income 
Add (deduct) income charges (credits) not 
affecting working capital -
Depreciation 
Equity in undistributed earnings of 
affiliated companies 

Provision for severance indemnities, 
less payments 

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

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

Total 

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

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

Total 

Increase (decrease) in working capital 

Analysis of Changes in Working Capital 

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

Total 

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

Total 

Incre·ase (decrease) in working capital 

Year ended 
1977 1976 1977 1976 

¥34,642 

12,859 

3,520)( 

2,927 
671 

1 '058 )( 
46,521 

517 
324 

8,588 

2,933 
33,732 

1,230 
700 

5,391 
52,574 

¥30,694 

10,644 

2,163)( 

3,401 
450 
152) ( 

42,874 
546 

1,562 

2' 163 
47,145 

3 , 403 

361) 
16,560 

875 
812 

4,313 
25,602 

$144,342 

53,579 

14,667)( 

12,196 
2,796 
4,408)( 

193,838 
2 '154 
1,350 

14,667 
212,009 

35,783 

12,221 
140,550 

5,125 
2,917 

22,463 
219,059 

$127,892 

44,350 

9 '013) 

14' 171 
1,875 

633) 
178,642 

2,275 
6 , 508 

9,013 
196,438 

14' 179 

1 ,504) 
69,000 

3,646 
3,383 

17 '971 
106,675 

(¥~) ¥~ ($ 7,050) $ 89 , 763 

(¥11 '909) 
( 19,920) 

2,420 
36,885 

1,213 
1,287 
9,976 

¥ 5,524 
30,948 
16,320 
20,127 

1,220 
3,835 

77 '974 

($ 49,621) 
( 83,000) 

10,083 
153,688 

5,054 
5,362 

41,566 

8,683)( 1,928)( 36,179)( 
720) 

28 ,087) ( 
173) 2 ( 

6,741)( 26,194)( 
544) ( 1 ,407) ( 

14,339 ( 17,902) 
( ~)( 9,002)( 
( 11,668) ( 56 ,431) ( 

2' 26 7) ( 
59,746 ( 
41 , 109)( 
48,616) ( 

$ 23,017 
128 , 950 
68,000 
83,863 

5,083 
15 '979 

324,892 

8,033) 
8 

109,142) 
5,862) 

74,592) 
37 ,508) 

235,129) 

(¥ 1,692) ¥21,543 ($ 7,050) $ 89,763 13 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
NOTES TO FINANCIAL STATEMENTS 

1. Summary of accounting policies: 

Basis of consolidation and 
accounting for investments 
in affiliated companies -

The consolidated financial statements include the accounts of the 

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

companies. All significant intercompany transactions and accounts are 

eliminated. 

Investments in 20% to 50% held companies and investments in 

unconsolidated subsidiaries are stated, with minor exceptions, at cost plus 

equity in undistributed income; net consolidated income includes the company's 

equity in the current net earnings of such companies, after elimination of 

unrealized intercompany profits. 

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

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

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

or credited to income in the year of acquisition . 

Translation of foreign currency 
financial statements -

The accompanying financial statements, expressed in yen, include 

the foreign currency accounts of consolidated subsidiaries which were translated 

into yen at appropriate year-end current rates, except that inventories, cost 

of sales, investment securities, fixed assets and related depreciation and 

balances of deferred taxes were stated. at historical rates and revenue and 

other expense accounts were translated at rates which approximate the prevailing 

rates at the time of the transactions . The resulting translation gains or 

losses are credited or charged to income currently. 



Translation of assets and liabilities 
denominated in foreign currencies -

Foreign currency receivables and payables and bank deposits 

denominated in foreign currencies of the parent company and subsidiaries in 

Japan, primarily short-term and in U.S. dollars, are translated into Japanese 

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

Marketable eguity securities -

Marketable equity securities included in other investments are stated 

at the l ower of cost or market, in the aggregate. Cost of securities sold is 

based on the average cost of all the shares of each such security held at the 

time of sale. 

Inventories -

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

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

carried by certain subsidiary companies which is determined on the "first-in, 

first-out" basis . 

Property. plant and eguipment 
and depreciation -

Property, plant and equipment is stated at cost. Depreciation is 

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

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

and use . 

Significant renewals and add it ions are capitalized at cost. 

Maintenance and repairs and minor renewals and betterments are charged to 

income . In the case of retirement or other disposition, the difference 

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

or sales proceeds is charged or credited to income. 

Liability for severance indemnities -

Employees of the parent company and subsidiaries in Japan severing 

their connection with the company are entitled, under most circumstances, to 

lump-sum indemnities based on current rate of pay and length of service. With 
15 
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few exceptions, the minimum payment is an amount based on voluntary retirement. 

Income tax regulations permit a deduction, generally speaking, equal to only 

SO% 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. 

The annual provision for employees' severance indemnities is 

sufficient to state the liability account at the amount which would be required 

if all employees involuntarily retired at the end of such period. 

With respect to directors, 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 upon retirement. In the opinion of management, 

the annual provision is being made on a reasonable basis and is adequate to 

make such future payments as may be approved by the stockholders. 

Some of the company's domestic and foreign subsidiaries have pension 

plans covering substantially all of their employees. 

insignificant to consolidated operations. 

Income taxes and retained 
earnings appropriated for 
special allowances -

These plans are 

The company provides deferred income taxes for timing differences 

between financial and tax reporting, principally related to accrued severance 

indemnities and certain other expenses. 

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

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

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

of income taxes, the company provides (as "Accumulated income tax reductions") 

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

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

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

in the accompanying financiai statements as appropriations of retained earnings 

for special allowances. 



Net income and cash dividends 
per share -

The computation of net income and cash dividends per share is 

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

adjusted for the free distribution of common stock. 

Distributions of common stock -

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

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

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

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

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

approved by the Board of Directors. In Japan, a gratis distribution, as 

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

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

stockholders. 

Capital stock offering expenses -

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 charged directly to retained earnings, 

net of the resulting reduction in income taxes. 

2. U. S. dollar amounts: 

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

translations should not be construed as representations that the yen amounts 

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

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

are not intended to - be computed in accordance with generally accepted translation 

procedures, the rate of ¥240 = US$1, the approximate current rate at December 

16, 1977, has been used for the purpose of presentation of the U.S. dollar 

amounts in the accompanying financial statements. 17 
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3. Inventories: 

Inventories comprise the following: 
Yen in Dollars in 

millions thousands 
October 31 

Finished products 
Work in process 
Raw materials and purchased 

components 

4. Investments in and transactions 
with affiliated companies: 

1977 

¥118,483 
26,169 

22,169 

¥166,821 

1976 1977 1976 

¥ 89,252 $493,679 $371,883 
21,784 1.09,038 90,767 

182900 92 2371 782750 

¥1292936 $6952088 $5411400 

Summarized financial information for unconsolidated subsidiaries and 

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

ended October 31, 1977 and 1976 follows: 
Yen in 

millions 

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

Total assets 

Current liabilities 
Long-term liabilities 
Stockholders' equity 

Total liabilities and 
stockholders' equity 

Net sales 

Net income 

Number of companies 

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

Total assets 

Current liabilities 
Long-term liabilities 
Stockholders' equity 

Total liabilities and 
stockholders' equity 

Net sales 

Net income 

Number of companies 

1977 1976 

¥41,364 
8,138 

_2,_lli_ 

¥55,476 

¥39,517 
9,193 
6.766 

¥~ 

¥1052474 

¥22228 

24 

¥66,84.3 
11,768 
~ 

¥862591 

¥52,357 
8,628 

252606 

¥86 2591 

¥240,846 

¥5,146 

36 

¥45,381 
9,907 
52438 

¥601726 

¥45,846 
10,892 
3,988 

¥602726 

¥128,846 

¥1,681 

22 

¥60,117 
9,446 
5,723 

¥752286 

¥44,816 
7,907 

22,563 

¥75,286 

¥224,296 

¥4,285 

37 

Dollars in 
thousands 

1977 

$172,350 
33,908 
242892 

$2.312150 

$164,654 
38,304 
28,1.92 

$2312150 

$4~ 

$9,283 

$278,513 
49,03.3 
332250 

$360,796 

$218,154 
35,950 

106,692 

$360,796 

$1,003,525 

$21,442 

1976 

$189,088 
41,279 
222658 

$253,025 

$191,025 
45,383 
16,617 

$2532025 

$536,858 

$7,004 

$250,488 
39,358 
231846 

$31.3,692 

$186,733 
32,946 
942013 

$313,692 

$934,567 

$172854 



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

unconsolidated subsidiary company carried at equity of ¥2,602 million ($10,842 

thousand) and ¥1,991 million ($8,296 thousand) at October 31, 1977 and 1976, 

respectively, was quoted on the market at an aggregate value of ¥9,300 million 

($38,750 thousand) and ¥12,786 million ($53,275 thousand), respectively, at 

those dates. 

During the year ended October 31, 1977, purchases from and sales to 

unconsolidated subsidiaries and other affiliated companies accounted for on 

the equity basis were ¥31,920 million - $133,000 thousand (¥61,404 million -

$255,850 thousand in 1976) and ¥154,474 million - $643,642 thousand (¥151,031 

million- $629,295 thousand in 1976), respectively . 

5. Marketable eguity securities: 

The cost and market value of marketable equity securities included 

in other investments (non-current) at October 31, 1977 and 1976 are given 

below : 

Cost (carrying value) 

Market 

Yen in 
millions 

1977 1976 

Dollars in 
thousands 

1977 .....!22L 

¥6,564 ¥5,473 $27,350 $22,804 

¥16,210 ¥18,428 $67,542 $76,783 

At October 31, 1977, gross unrealized gains pertaining to marketable 

equity securities (non- current) were ¥9,646 million ($40 , 192 thousand). Net 

realized gains on marketable equity securities for the year ended October 31, 

1976 were ¥273 million- $1,138 thousand (nil in 1977) . 

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

Short-term borrowings of ¥105,288 million ($438,700 thousand) at 

October 31, 1977 are generally represented by short-term notes, commercial 

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

at 4.4% to 8 . 8% per annum . 
19 
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Short-term notes payable of ¥270 million ($1,125 thousand) are secured 

by a pledge of notes receivable aggregating ¥239 million ($996 thousand). 

Under the terms of general security agreements relating to certain acceptances 

payable totaling ¥5,044 million ($21,017 thousand), the lending banks retain 

a security interest in inventory and accounts receivable arising from sales 

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

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

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

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

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

indebtedness to such banks. Short- term notes is sued under such agreements 

totaled ¥38,720 million ($161,333 thousand) at October 31, 1977 . 

Long-term debt, representing obligations principally to banks and 

insurance companies, comprises the following: 

Loans, due 1978 to 1995 with interest 
ranging from 7.5% to 9.2% per annum: 

Secured by property, plant and 
equipment 

Unsecured 

Less - Portion due within one year 

Long-term lease obligation 

Guarantee deposits received 

October 31, 1977 
Yen in 

millions 

¥ 33 

.1' 779 

(~) 
1,329 

550 

610 

¥2,489 

Dollars in 
thousands 

$ 137 

7,412 

~) 
5 , 537 
2,292 

~ 

$10,371 

A U. S. subsidiary of the company has entered into a series of lease 

agreements with the Industrial Development Board of the City of Dothan, 

Alabama (the "Board") to lease a magnetic tape manufacturing plant which is 

being constructed in stages by the Board and financed by the sale of the Board's 

revenue bonds. Of the total cost of constructing the plant, ¥550 million 



($2,292 thousand) has been funded by long-term revenue bonds bearing interest 

at 6.625% maturing in 1985, issued by the Board in a public sale. Lease 

payments by the subsidiary are sufficient to repay construction funds and 

related interest over the initial term of the lease and accordingly the 

transactions are being accounted for as though the facilities were constructed 

and owned by the subsidiary. 

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

five years are as follows : 

Year ending Yen in Dollars in 
October 31 mill ions thousands 

1978 ¥483 $2,012 
1979 474 1,975 
1980 467 1,946 
1981 180 750 
1982 55 229 

Certain of the unsecured long-term loan agreements contain 

provisions which permit the lenders to require collateral or guarantors for 

such loans . Although the maintenance of official compensating balances in 

respect of bank loans and other credit arrangements are 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 has 

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

31, 1977 of ¥34,874 million ($145,308 thousand), a substantial portion of 

which is with such banks . 

7. Liability for severance indemnities 
and pension plan: 

The charges to income for severance indemnities and pension plans 

were ¥5,353 million ($22,304 thousand) and ¥4,947 million ($20,613 thousand) 

for the years ended October 31, 1977 and 1976, respectively. 
21 
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8. Income taxes : 

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

in the aggregate, indicate a statutory tax rate of approximately 54% . However, 

there is a reduction in the rate applicable to earnings of the period which 

are appropriated for dividends and a special tax credit app~icable to an increase 

in research and experimental expenses. There is no tax on dividend income from 

Japanese companies and, on the other hand, there is a limit on deductions of 

a certain nature . These factors, together with different tax rates in effect 

with respect to foreign subsidiaries, combine to distort the relationship 

between the overall effective tax rate as indicated in the accompanying 

statements of income and the statutory rate in Japan. 

9 . Legal reserve and retained 
earnings : 

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

31, 1977 and 1976 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 . 

Th e appropriations of retained earnings for the year ended October 

31, 1977, as incorporated in the accompanying financial statements, i nclude 

interim cash dividends of ¥2,156 million ($8,983 thousand), wh ich we r e paid 

in July 1977 ba sed on the resolution of the Board of Directors in accordance 

with the Japanese Commercial Code, and a transfer to the legal reserve related 

thereto of ¥216 million ($900 thousand) . The remainder of the appropriations, 

which have been incorporated in the accompanying financial statements, will 

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

on January 30, 1978 and will be recorded in the statutory books of account 

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

Of the retained earnings of ¥1'61,636 million ($673 , 483 thousand) at 

October 31, 1977, ¥17,990 million ($74,958 thousand) will be proposed to the 

stockholders to be set aside as general reserves, in addition to ¥107,923 

million ($449,679 . thousand) set aside in prior years. 



10. Foreign currency exchange gains: 

The foreign currency exchange gains included under "operating 

revenue and miscellaneous income" for the years ended October 31, 1977 and 

1976 were ¥7,758 million ($32,325 thousand) and ¥600 million ($2,500 thousand), 

respectively. 

11. Research and development 
expenses: 

Research and development expenses charged to cost of sales for the 

years ended October 31, 1977 and 1976 were ¥25,513 million ($106,304 thousand) 

and ¥20,734 million ($86,392 thousand), respectively. 

12 , Commitments and contingent 
1 iabil i ties: 

Commitments outstanding at October 31, 1977 for the purchase of 

property, plant and equipment approximated ¥17,623 million ($73,429 thousand). 

Rental expenses, principally for office space, warehouses and 

employees' residential facilities, for the years ended October 31, 1977 and 

1976, totaled ¥5,710 million ($23,792 thousand) and ¥5,468 million ($22,783 

thousand), respectively. Such rentals relate principally to cancelable leases 

which are renewable upon expiration. The minimum aggregate rental commitments 

under non-cancelable leases are as follows: 

Year ending Yen in Dollars in 
October 31 millions thousands 

1978 ¥ 1,429 $ 5,954 
1979 1,382 5,758 
1980 1,117 4,654 
1981 964 4,017 
1982 924 3,850 
1983 - 1987 2,996 12,483 
1988 - 1992 1,810 7,542 
1993 - 1997 735 3,063 
Thereafter 3 2132 13 2050 

¥142489 $60,371 
23 
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Contingent liabilities at October 31, 1977 for notes discounted and 

guarantees given in the ordinary course of business amounted to approximately 

¥20,414 million ($85,058 thousand), including ¥9,456 million ($39,400 thousand) 

for loans guaranteed on beha'lf of unconsolidated subsidiaries and other 

affiliated companies . 

The company or its subsidiaries are defendants in several pending 

lawsuits involving significant amounts . Based upon the information currently 

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

that no provision for liability with respect to any of the lawsuits is required . 

In Ap r il 1977 the United States Customs Court ordered the as s essment 

of a countervailing duty on a variety of consumer electronics products imported 

from Japan . The appellate court subsequently reversed the Gus toms Court's 

decision, and this matter is now subject to review by the United States Supreme 

Court . Based on the information presently available to both the company and 

its legal counsel, management believes that any liability to the company by 

reason of a countervailing duty is remote . 

13 . Quarter l y financial data (Unaudited) : 

Summar ized quarte r ly financial data for the year ended October 31 , 

1977 is as f o llows : 

Net sales 
Gross profit 
Net income 
Earnings per share 

Net sales 
Gross profit 
Net income 
Earnings per share 

(Yen in millions except for per s hare amounts) 

First Second Third Four th 

¥127,907 ¥118,112 ¥1 22,65 7 ¥137 , 348 
49,794 43,850 42,423 41 , 423 
10,870 9,829 7, 824 6,119 

50 . 4 45 . 6 36 . 3 28 , 4 

(Dollars in thousands except for per share amounts) 

First Second Third Fourth 

$532,946 $492,133 $511,071 $572,283 
207,475 182,708 176,762 172,596 
45,292 40,954 32,600 25,496 

2li 19¢ lSi 12i 

The amounts in dollars differ from those reported in the quarterly 

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

used. 



14 . Current replacement cost (Unaudited): 

In recent years production costs have increased as a result of 

inflation . However, the company has been able to counteract some of the effects 

of inflation through increased productivity, emphasis on cost and expense controls 

and selective price increases. 

Replacing items of plant and equipment with assets having equivalent 

productive capacity has usually required a greater capital investment than 

was required to purchase the assets which are being replaced . The additional 

capital investment principally reflects the cumulative impact of inflation on 

the long-lived nature of these assets. 

The company's annual report on Form 20-K will contain specific 

information with respect to year-end 1977 replacement cost of inventories and 

productive capacity (generally buildings, and machinery and equipment) and 

the approximate effect which replacement cost would have had on t h e computation 

of cost of goods sold and depreciation expense for the year . 

OPINION OF INDEPENDENT ACCOUNT ANTS 

PrucE WATERHousE & Go. 

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

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

December 19, 1977 

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, 1977 and 1976, the results of their operations 

and the changes in their financial position for the years then ended, in 

conformity with generally accepted accounting principles in the United States 

of America 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. 
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