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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 

1976 1975 

$ 649,908 $ 630,483 

926,718 762,748 

l, 576,626 1,393,231 

218,245 132,963 

121,201 76,272 

104,401 57,102 

. 48 . 26 

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 ¥294= U.S. 
$ 1, the Tokyo foreign exchange market rate as of December 21, 1976, as described in 
Note 2 of Notes to Consolidated Financial Statements. U.S. dollar amounts for fiscal 
1975 have also been stated using the same rate. 

3. Commencing with fiscal 1976, the company adopted the new method of translating 
financial statements of foreign subsidiaries as required by Statement of Financial 
Accounting Standards No. 8. The principal change under the new method is that 
gains and losses resulting from translation are included in income currently; previously 
translation gains and losses were deferred and amortized on a systematic basis. 
Fiscal 1975 amounts have been restated to comply with the Statement. 
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TO THE HOLDERS OF SONY DEPOSITARY SHARES: 

Masaru Ibuka, Akio Morita, Chairman Kazuo Iwama, President 
Honorary Chairman and and 

Despite the fact that 
some adverse effects of the re
cent worldwide recession carried 
over into 1976, Sony emerged 
from 1976 with renewed mo
mentum and established all-time 
highs in both consolidated net 
sales and consolidated net in
come for the fiscal year ended 
October 31, 1976. 

Consolidated net sales Chief Executive Officer Chief Operating Officer 
for fiscal1976 were $1,576,626,000, 

an increase of 13.2 percent above the net sales of $ 1,393,231,000 for fiscal 1975. Con
solidated net income for fiscal 1976 was $ 104,401,000, an increase of 82.8 percent above the 
net income of $ 57,102,000 for fiscal 1975. Earnings per Depositary Share (each Depositary 
Share represents one share of Common Stock) were 48 cents, compared with 26 cents for 
fiscal 1975. 

Overseas sales during fiscal 1976 increased 21.5 percent above the previous 
fiscal year and accounted for 58.8 percent of net sales, while domestic sales increased 3.1 
percent and accounted for 41.2 percent of net sales. Increases in sales amounted to 26.7 
percent in the United States market, 14.8 percent in the European market, 7.6 percent in 
the Asian market (excluding Japan) and 23.6 percent in other markets. 

Subject to shareholders' approval at a General Meeting of Shareholders scheduled 
to be held on January 28, 1977, Sony will pay to shareholders of record as of October 31, 
1976, a cash dividend of 12.5 yen (before deductions of withholding taxes) per Depositary 
Share for the six months of operations which ended October 31, 1976. Thus, after this 
payment, the total annual cash dividend for fiscal 1976 will amount to 20 yen (before 
deductions of withholding taxes) per share, constituting a 5 yen increase over last year's 
total annual cash dividend of 15 yen per share. After taking into account the 25 percent 
free stock distribution effective November 1, 1975, the annual cash dividend for fiscal 1976 
will constitute an increase of 66.7 percent above the annual cash dividend for fiscal 1975. 

Sales of all TV sets during fiscal 1976 increased 11.8 percent above the previous 
fiscal year and accounted for 36.5 percent of net sales. Of this, sales of color TV sets during 
fiscal 1976 increased 11.9 percent above fiscal 1975 and accounted for 34.7 percent of net 
sales. New lines of color TV sets incorporating the "Trinitron Plus" color TV system were 
introduced into the U.S. and European markets during this fiscal year and were excellently 
received. These sets have many advanced features, such as sharper contrast and increased 
brightness. Commencing in October 1976, a combination model consisting of a three 
diagonal inch monochrome TV, tape recorder and radio has been marketing in Japan and 
has been well received. 



Sales of videotape recorders during fiscal 1976 increased 55.2 percent above fiscal 
1975 and accounted for 10.3 percent of net sales. The "U-Matic" color videocassette system, 
which was honored with an EMMY Award in 1976, continued to increase in sales for 
institutional and other professional use. To meet with the diversified needs of the market, 
Sony added to its "U-Matic" series a new deck that can record and play back for 96 hours. 
A new series of video recording and electronic editing equipment, including the "U-Matic" 
videocassette system and a videotape r~corder using one-inch tape, were introduced for 
television broadcast use. The "Betamax" color videocassette system for consumer use also 
continued to enjoy excellent sales in both the U.S. and Japanese markets, making it necessary 
to increase production. In October, 1976, Sony marketed a new "Betamax" model in Japan, 
which stresses simplicity of operation. Expansion of manufacturing facilities and semicon
ductor production capability for videotape recorders have been carried forward to meet the 
increasing demand for these products. 

Sales of tape recorders and radios during fiscal 1976 increased 4.9 percent above 
the previous fiscal year and accounted for 22.7 percent of net sales. New products in 
this category were introduced during fiscal 1976 such as stereo cassette decks with front 
loading operation, including the "Elcaset" Hi-Fi audio recording system, a 33-band global 
receiver with cassette tape recorder, and a compact radio. 

Sales of audio equipment during fiscal 1976 increased 1.7 percent above the 
previous fiscal year and accounted for 12.5 percent of net sales. The company's Hi-Fi com
ponents were well received in the European market, and a small stereo music system which 
combines a 4-band receiver, a record player, a cassette deck and two-way speakers, was well 
accepted in Japan. In autumn 1976, Sony commenced the marketing in Japan of two new 
series of Hi-Fi components. One series, in the moderate price range, features cost perform
ance, and the other series consists of 
quality components embodying the 
full audio technology of the company. 
Both series have been well received. 

During fiscal 1976, sales of 
other products, including magnetic 
audio and video tapes and business 
machines for dictation and transcrip
tion purposes, increased 18.7 percent 
above the previous fiscal year and 
accounted for 18.0 percent of net sales. 
Reflecting the strong sales of both the 
"U-Matic" and "Betamax" color video
cassette systems, videotape sales in
creased substantially. To meet the 
brisk demand for audio and video 
tapes, Sony is reinforcing and ex-

Production line of the "Betamax" color videocassette 
system at the Kohda Plant 
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panding the production capacity of these 
products. 

On March 31, 1976, Sony announced 
the development of a color TV set, using a 30 
diagonal inch (visual screen size) "Trinitron Plus" 
color picture tube, which is the largest color 
picture tube dimension presently available any
where in the world. This large screen, featuring 
sharp resolution of the bright color picture, was 
made possible through advanced technology 
developed by the company. In the spring of 
1977, Sony will introduce this set for sale in the 
Japanese market. 

On May 10, 1976, Sony announced the 
marketing of the first commercial version of 
stereo cassette decks and recording tapes based 
on the specifications of the new "Elcaset" Hi-Fi 

The world's biggest colour TV. 

A "Trinitron Plus" color TV (30 diagonal inch screen) 
audio recording system. This system was Simula ted TV reception 

jointly developed by Sony Corporation, Ma-
tsushita Electric Industrial Co., Ltd., and TEAC Corporation, to realize the same convenience 
of handling achieved with compact cassettes, while obtaining the high-quality music repro
duction of open-reel tapes. In addition to these three companies, more than ten Japanese 
companies decided to adopt this system, and some companies outside of Japan are now 
considering its adoption. 

On October 15, 1976, Sony commenced the sale of an educational toy called the 
"Talking Card". This toy consists of a card player (a simple tape recorder) and cards with 
illustrations and sound recorded on them to be used with the player. The "Talking Card" 
has been prepared after careful research and tests. This toy is intended to motivate 
children to train themselves both naturally and without difficulty, especially during early 
childhood, in such fields as language and manners. Sales of the "Talking Card" in Japan 
have been very successful and the toy has attracted a great deal of favorable attention in 
other parts of the world. 

On October 18, 1976, Sony announced the development of an audio unit which 
utilizes the "Betamax" videocassette equipment. This unit is intended to provide super 
high-quality sound for audio systems in the home by combining the "Betamax" videocassette 
system with the Pulse Code Modulation (PCM) method. PCM is used at present only for 
professional use such as the production of master tapes for records. 

In January, 1976, Sony made top management changes. Masaru Ibuka, formerly 



Chairman of the Board of Directors, was elected Honorary Chairman of the Board of Directors. 
Akio Morita, formerly President, was elected Chairman of the Board of Directors and con
tinues as Chief Executive Officer. Kazuo Iwama, formerly Deputy President, was elected 
President and Chief Operating Officer. Norio Ohga, formerly Senior Managing Director, 
was elected Deputy President. Masaru Ibuka continues in the active management of the 
company as Chairman of the Executive Advisory Committee and as the leader of Sony's 
research and technological development activities. 

On April 15, 1976, Sony opened a showroom building named "Sony Tower" in 
the heart of Osaka, Japan. Realizing the importance of showrooms for displaying products, 
Sony has established showrooms at key locations in various major cities throughout the world 
to give millions of people an opportunity to see almost all Sony products in actual operation. 
These showrooms also provide one of the many important channels for Sony to learn the 
reactions of users of its products. 

On August 3, 1976, Sony Corporation of America and Paramount Pictures Cor
poration announced the formation of Sony / Paramount Home Entertainment Center, a joint 
venture company to begin strategic planning for the development of videotape entertainment 
for the American home using the "Betamax" system. 

At the Olympic Games which were held 
from July 17, to August 1,1976, in Montreal, Canada, 
Sony of Canada, Ltd., was named an official supplier 
of electronic equipment by the Olympic Committee. 
Sony provided various electronic products, including 
"U-Matic" color videocassette recorders for the use 
of information, supervision and judging of events. 

On November 26, 1976, Sony published 
a full page advertisement under the headline "Do 
you have a product for the Japanese market? " in 
leading newspapers in five European countries. This 
is the second time (first being in 1972) that Sony 
has conducted an advertising campaign to sell 
foreign products in Japan. Since 1972 Sony has 
been continuing to offer its experienced domestic 
sales force to foreign firms which desire to market 
their products to Japan, and at present many prod
ucts of other countries are being sold through this 
network. 

The year 1976 marked the 30th anniver
sary of the founding of Sony Corporation. Though 
relatively young, the company has already establish-

"Sony Tower" in Osaka, Japan 
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ed a strong worldwide sales and production network and Sony has achieved worldwide 
recognition as a high quality technology-oriented company. Management looks forward 
confidently to the start of a new decade in the company's history for a well balanced 
long-lasting growth. 

December 23, 1976 

Sincerely yours, 

Akio Morita 
Chairman 

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

Net sales: 

Domestic. 

Overseas .. 

Total .. 

Income before income taxes. 

Income taxes . 

Net income. 

Per Depositary Share 

Depreciation . 

Total assets 

Shareholders' equity 

Per Depositary Share. 

Employees ..... ... 

1976 

. $ 649,908 

926,718 

. 1,576,626 

218,245 

121,201 

104,401 

. 48 

36,204 

. 1, 725,643 

684,405 

3. 17 

22,713 

1975 1974 

$ 630,483 $ 673,850 

762,748 676,664 

1,393,231 1,350,514 

132,963 158,748 

76,272 80,619 

57,102 77,439 

. 26 .37 

36,520 34,626 

1,430,367 1,408,071 

594,674 546,371 

2.76 2.59 

22,108 21,635 

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 ¥294= U.S. 
$ 1, the Tokyo foreign exchange market rate as of December 21, 1976, 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. 



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

1973 1972 1971 1970 1969 1968 1967 

$ 562,612 $ 409,684 $ 303,265 $ 237,524 $ 156,177 $ 102,571 $ 82,663 

505,623 424,000 356,548 269,867 214,364 139,650 115,987 

1,068,235 833,684 659,813 507,391 370,541 242,221 198,650 

167,810 125,003 85,969 62,255 53,663 27,412 26,650 

83,888 63,922 39, 075 28,578 24, 170 12,099 12,122 

86,068 64,190 46,891 34,915 28,779 15,327 14,881 

.42 . 32 . 24 .18 .15 . 08 .08 

25,446 19,490 19,000 16,963 9,813 7,180 5,663 

1,161,347 934,112 668,133 549,347 415,704 264,874 200,660 

409,037 329,731 203,031 160,776 97,687 72,214 60,194 

1. 98 1. 64 1. 03 . 83 . 51 . 38 . 32 

20,648 17,323 16, 615 15,081 13,542 10,617 9,073 

3. Commencing with fiscal 1976, the company adopted the new method of translating 
financial statements of foreign subsidiaries as required by Statement of Financial 
Accounting Standards No. 8 . The principal change under the new method is that 
gains and losses resulting from translation are included in income currently; previously 
translation gains and losses were deferred and amortized on a systematic basis. 
Comparative amounts for prior fiscal years have been restated to comply with the 
Statement. 

9 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

ASSETS 

CURRENT ASSETS (Note 6): 

Cash 
Time deposits 
Marketable securities, at cost 

(or less) which approximates 
market (Note 4) 

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 5) 
Directors, officers and employees 
Others (Notes 4 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 3 1 

1976 1975 1976 1975 

¥ 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 

(Restated) 

¥ 25,065 
24,706 

18,318 
67,146 

26,180 
4,181)( 

109,809 

10,261 
14,704 

292,008 

15,373 
3,732 

19,254 
38,359 

21,481 
54,117 
51,553 
4,159 

131,310 
47,624 
83,686 

6,475 

$ 48,170 
139,908 

167,571 
276,687 

98,371 
16,333)( 

441,959 

39,051 
63,058 

1,258,442 

63,864 
14,786 
62,170 

140,820 

80,772 
203,208 
194,711 
12,816 

491,507 
190,126 
301,381 

25,000 

$ 

(Restated) 

85,255 
84,034 

62,306 
228,388 

89,048 
14,221) 

373,500 

34,901 
50,013 

993,224 

52,289 
12 '694 
65,490 

130,473 

73,065 
184,071 
175,350 

14,146 
446,632 
161,986 
284,646 

22,024 

¥507,339 ¥420,528 $1,725,643 $1,430,367 



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, 
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 (Note 9) -
Authorized - 424,000,000 shares 
Issued 1975 - 172,500,000 shares 

1976 - 215,625,000 shares 
Capital in excess of par value (Note 9) 
Legal reserve (Note 10) 
Retained earnings appropriated for 
special allowances 

Retained earnings (Note 10) 

COMMITMENTS AND CONTINGENT LIABILITIES 
(Note 13) 

In millions 
of yen 

0 c t 0 b 
1976 1975 

¥ 96,605 
310 

64,823 
21,456 
2,939 

16 '388 
2,720 

35,019 

38.7 50 
279,010 

2,865 

19,232 

5,017 

10,781 
46,376 
2 '729 

9,638 
131,691 
201,215 

(Restated) 

¥ 94,677 
312 

45,164 
19,031 

1,893 

13,324 
1,313 

17,117 

29.748 
222,579 

2,115 

15,831 

5,169 

8,625 

48,532 
2' 187 

8,348 
107,142 
174,834 

$ 

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

e r 3 1 
1976 1975 

328,588 
1,054 

220,486 
72 '980 

9,997 

55,741 
9,252 

119' 112 

131,803 
949,013 

9,745 

65,415 

17,065 

36,670 
157,742 

9,282 

32,782 
447,929 
684,405 

$ 

(Restated) 

322,031 
1,061 

153,619 
64,731 
6,439 

45,320 
4,466 

58,221 

101,183 
7 57.071 

7,194 

53,847 

17.581 

29,337 

165,075 
7,439 

28,394 
364,429 
594,674 

¥507,339 ¥420,528 $1,725,643 $1,430,367 

1 1 
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Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF INCOME 

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

AND RETAINED EARNINGS 

Sales and other income: 
Net sales -

Domestic 
Overseas 

Operating ~~nue and 
miscel~~;· income (Note 11) 

Costs and expenses: 
Cost of sales (Note 12) 
Selling, general and 
administrative 

Interest 
Other (Note 11) 

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 5) 

Net income (per share: 197 6 - ¥142.3 
or 48 .4¢, 1975 - ¥77.9 or 26.5¢) 

Retained earnings: 
Balance, beginning of period -

As previously reported 
Effect of change in method of 
translation of foreign currency 
financial statements (Note 1) 

As restated 

Cash dividends applicable to 
earnings for the period (per 
share: 1976 - ¥20.0 or 6.8¢, 
1975-¥12.0 or 4.1¢) (Note 10) 

Appropriations for special 
allowances, net of estimated 
future taxes 

Transfer to legal reserve (Note 10) 

Balance, end of period (Note 10) 

In millions 
of yen 

Year ended October 31 
1976 1975 

(Restated) 

¥191,073 ¥185,362 
272,455 224,248 
463,528 409,610 

15,743 
479,271 

295,417 

109,118 
7, 912 
2,660 

415.107 

64,164 

39,620 

3, 987) 
35,633 

28,531 

2.163 

30,694 

108,Q61 

1.519)( 
107.142 

137,836 

4,313)( 

1,290) 
542)( 

11,440 
421.050 

270,421 

98,722 
9,938 
2.878 

381.959 

39.091 

22,266 

158 
22,424 

16,667 

121 

16,788 

93,765 

1, 994) ( 
91,771 

108,559 

2,587)( 

1,506 ( 
336)( 

1976 1975 

$ 649,908 
926,718 

1, 576,626 

53.547 
1.630,173 

1,004,820 

371,149 
26,911 
9.048 

1.411.928 

218.245 

134,762 

13, 561) 
121,201 

97,044 

7 357 

104,401 

369,595 

5,166)( 
364,429 

468,830 

14,670)( 

4,388) 
1. 843) ( 

(Restated) 

$ 630,483 
762,748 

1,393,231 

38,912 
1.432,143 

919,799 

335,789 
33,803 

9,789 
1,299.180 

132,963 

75,735 

537 
76,272 

56,691 

411 

57,102 

318,928 

6,782) 
312,146 

369,248 

8,799) 

5,123 
1.143) 

¥131.691 ¥107.142 $ 447,929 $ 364.429 



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

of yen 
Year ended 

Financial resources were provided by: 

__!2lL 1975 
(Restated) 

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

October 31 
1976 1975 

(Restated) 

Net income ¥30,694 ¥16,788 $104,401 $ 57,102 
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 - Long-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, including ¥2,247 
million ($7,643 thousand) of a subsidiary 
acquired in 1975 

Increase in other assets 
Reduction in long-term debt 
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 and other current assets 
Income tax prepayments 

Total 

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

Total 

Increase in working capital 

10,644 10,737 

2,163)( 121)( 

3,401 3,498 
450 33 

( __ill) ( __hill) ( 
42,874 29,523 

546 1,012 
1,562 1,280 

_bill 121 
47 1145 31,936 

3,403 1,461 

361) 9,391 

16,560 12,468 
875 952 
812 373 

.!hill. ~ 
251602 271232 

¥211543 ¥ 41704 

¥ 5,524 (¥ 4,722) 
30,948 15,693 
16,320 8,547 
20,127 ( 25,178) 

1,220 1,296 
~ ( _L_lli) 
771974 ( ~) 

1, 928) 2,435 
2 293 

26,194) 9,322 ( 
1,407)( 10)( 

( 17,902) 1,732 ( 

( gz2gp< ~)( 
(~) ~( 

36,204 

7,357)( 

11,568 
1,530 

516) ( 
145,830 

1,857 
5,313 

__L_lli. 
1601357 

11,575 

1,228) 

56,326 
2,976 
2,762 

141670 
871081 

$ 73 1276 

$ 18,789 
105 '265 
55,510 
68,459 
4,150 

13 1045 
265 1218 

6,557) 
7 

89,095) 
4,786) 

60,891) 
30,620 

1911942) 

¥211543 ¥ 41704 $ 731276 

36 '520 

411) 

11,898 
112 

41803) 
100,418 

3,443 
4,354 

411 
108 z 626 

4,970 

31,942 

42,408 
3,238 
1,269 
8 1799 

921626 

$ 161000 

($16,061) 
53,378 
29,071 

( 85,639) 
4,408 

( 51344) 
( 201 187) 

8,282 
997 

31,707 
34) 

5,891 

( j~~y~~) 
~ 

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. 

The above-mentioned procedures are based on the new translation 

procedures promulgated by the Financial Accounting Standards Board in 

Statement of Financial Accounting Standards No.8 issued in October 1975. 



The principal difference between the new procedures and the procedures 

previously followed is that, in years prior to fiscal year 1976, translation 

gains and losses were deferred and amortized on a systematic basis. As a 

result of the change, the consolidated financial statements for prior years 

were restated and net income for the fiscal year 1975 has been increased by 

¥475 million - $1,616 thousand (¥2.2 - 0.7t, per share) from that ~reviously 

reported. 

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 ~urrent rates or the contracted rates. 

Marketable equity securities -

Marketable equity securities included in marketable securities 

(current) and other investments (non-current) are stated at the lower 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 equipment and 
depreciation -

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

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

useful lives of the assets according to genera 1 class, type of cons true tion 

and use. 

Significant renewals and additions 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. 15 
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Liability for severance indemnities -

Employees of the parent company and subsidiaries in Japan severing 

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

lump-sum indemnities based on current rate of pay and length of service. With 

few exceptions, the minimum payment is an amount based on voluntary retirement. 

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 financial 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 trans

lation procedures, the rate of ¥294 = US$1, the approximate current rate at 

December 21, 1976, 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: 

Finished products 
Work in process 
Raw materials and purchased 

components 

4. Marketable eguity securities: 

Yen in Dollars in 
millions thousands 

October 31 
1976 1975 1976 1975 

¥ 89,252 
21,784 

18,900 

¥129,936 

¥ 76,814 
17,433 

15,562 

¥109,809 

$303,578 
74,095 

64,286 

$441? 959 

$261,272 
59,296 

52,932 

$373,500 

The cost and market value of marketable equity securities included 

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

October 31, 1976 and 1975 are given below: 

Current: 
Cost 

Market (carrying value) 

Non-current: 
Cost (carrying value) 

Market 

Yen in 
millions 

1976 1975 

¥18,428 ¥10,156 

Dollars in 
thousands 

1976 1975 

$18,616 $16,027 

$62,680 $34, 544 

At October 31, 1976 , gross unrealized gains pertaining to marketable 

equity securities (non-current) were ¥12,9.55 million ($44,064 thousand) . 

Net realized gains on marketable equity securities for the year ended 

October 31, 1976 were ¥273 million - $929 thousand. 

5. Investments in affiliated 
companies, and acquisition: 

Summarized financial information for unconsolidated subsidiaries and 

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

ended October 31, 1976 and 1975 follows: 



Unconsolidated subsidiaries: 

Current assets 
Property, plant and equipment 
Other assets 

Total assets 

Current liabilities 
Long-term liabilities 
Stockholders' equity 

Total liabilities and 
stockholders' equity 

Net sales 

Net income (loss) 

Number of companies 

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 

Yen in 
millions 

1976 1975 

¥45,381 
9,907 
5,438 

¥60,726 

¥45,846 
10,892 
3,988 

¥60,726 

¥128,846 

¥1,681 

22 -

¥60,11.7 
9,446 
5,723 

¥75,286 

¥44,816 
7,907 

22,563 

¥20,893 
5,734 
3,990 

¥30,617 

¥20,323 
12,778 
2,484) 

¥30,617 

¥56,423 

(¥744) 

22 -

¥60,426 
12,253 
5,294 

¥77 '973 

¥52,216 
9,51.3 

16,244 

Dollars in 
thousands 

1976 1975 

$154,357 
33,697 
18,497 

$206,551 

$155,939 
37,047 
13,565 

$206,551 

$438,252 

$204,480 
32,129 
19.466 

$256,07.5 

$152,435 
26,895 
76,745 

$ 71,065 
19,503 
13,571 

$104,139 

$ 69,126 
43,462 

8,449) 

$104,139 

$191,915 

($2,531) 

$205,530 
41,677 
~07 

$26.5,214 

$177,605 
32,357 
55,252 

¥75,286 ¥77,973 $256,075 $265,214 

¥224,296 ¥215,538 $762,912 $733,122 

~ ¥~ $14,575 $10,255 

37 35 
= = 

19 
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Of the companies included on the equity bas is, the stack of an 

unconsolidated subsidiary company (a less than 50% owned affiliate at October 

31, 1975) carried at equity of ¥1,991 million ($6,772 thousand) and ¥1,508 

million ($5,129 thousand) at October 31, 1976 and 1975, respectively, was 

quoted on the market at an aggregate value of ¥12,786 million ($43,490 thousand) 

and ¥10,868 million ($36,966 thousand), respectively, at those dates. 

During the year ended October 31, 1976, purchases from and sales to 

unconsolidated subsidiaries and affiliated companies accounted for on the 

equity basis were ¥61,404 million - $208,857 thousand (¥37 ,230 million -

$126,633 thousand in 1975) and ¥151,031 million - $513,711 thousand (¥130,156 

million- $442,707 thousand in 1975), respectively. 

As of February 28, 1975 the company purchased for cash all of the 

shares of Wega Radio G. m. b. H. of West Germany, which is engaged in the 

manufacture of television receivers and audio equipment. The cost of acquisition 

was not significant to the consolidated financial position of the company. The 

results of its operations have been consolidated since the date of acquisition. 

Sales of the subsidiary in 1975 prior to acquisition were approximately ¥4,256 

million ($14,476 thousand). Net income of the subsidiary for that prior period 

was insignificant in relation to the consolidated net income of the company. 

6 . Bank loans and long-term debt: 

Bank loans of ¥96,605 million ($328,588 thousand) at October 31, 1976 

are generally represented by short-term notes and acceptances payable, at sight 

or 30 to 180 days, bearing interest at 5.5% to 7.5% per annum. 

Short-term notes payable of ¥140 million ($476 thousand) are secured 

by a pledge of notes receivable aggregating ¥140 million ($476 thousand). 

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 colla tera 1 (including sums on deposit with such banks) or 

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

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



indebtedness to such banks. Short-term notes issued under such agreements 

aggregated ¥39,912 million ($135,755 thousand) at October 31, 1976. 

Long-term debt, representing obligations principally to banks and 

insurance companies, comprises the following: 

Loans, due 1977 to 1995 with 
interest ranging from 7.7% 
to 9.9%: 
Secured by property, plant and 

equipment 
Unsecured 

Less - Portion due within one year 

Obligation for capitalized lease commitments 
Guarantee deposits received 

October 31. 1976 
Yen in 

millions 

¥ 34 
2,078 

310) 
1,802 

647 
___i!&_ 

¥2,865 

Dollars in 
thousands 

$ 116 
7,068 
1,054) 
6,130 
2,200 
1,415 

$9.745 

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

five years are as follows: 

Year ending Yen Dollars in 
October 31 millions thousands 

1977 ¥310 $1,054 
1978 475 1,616 
1979 575 1,956 
1980 418 1,422 
1981 181 616 

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 substantial time 

21 
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deposits (included in current assets and other investments) with such banks at 

October 31, 1976. 

7. Liability for severance indeminities 
and pension plan: 

The charges to income for severance indemnities and the pens ion 

plans were ¥4,947 million ($16,827 thousand) and ¥4,653 million ($15,827 

thousand) for the years ended October 31, 1976 and 1975, respectively. 

8. Income taxes: 

The company is subject to a number of different income taxes (normal 

taxes and, in 1975, the excess profit surcharge mentioned below) which, in the 

aggregate, indicate an effective tax rate of approximately 54% (57% in 1975). 

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

which are appropriated for dividends and a special tax credit applicable to an 

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

income from Japanese companies and, on the other hand, there is a limit on 

deductions of a certain nature. 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 statement of income and the effective rate in Japan. 

In addition to normal taxes, a temporary special corporate income 

tax (excess profit surcharge) was applied during the year ended October 31, 

1975. This special tax was assessed at a flat rate of 10% of the corporate 

tax which was attributable to taxable earnings in excess of 20% (in the case 

of the company) of paid-in capital. For the year ended October 31, 197 5, 

this special tax aggregated approximately ¥951 million ($3,235 thousand). 

9. Common stock and capital in excess 
of par value: 

Based upon the resolution of the Board of Directors, which was made 

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



distribution on November 1, 1975 of 43,125,000 shares of conunon stock to 

stockholders of record at October 31, 1975 in the ratio of one new share for 

each four shares held. The company accounted for the free distribution by 

the transfer of an amount equal to the aggregate par value of such shares, 

¥2,156 million ($7,333 thousand), from "capital in excess of par value" to 

the common stock account on the distribution date. 

10. Legal reserve and retained earnings: 

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

1976 and 1975 were the appropriations required under the Japanese Conunercial 

Code. No further appropriations (presently a minimum of 10% of cash dividends 

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

The appropriations of retained earnings for the year ended October 

31, 1976, as incorporated in the accompanying financial statements, include 

interim cash dividends of ¥1,617 million ($5,500 thousand), which were paid 

in June 1976 based on the resolution of the Board of Directors in accordance 

with the Japanese Commercia 1 Code, and transfer to lega 1 reserve related 

thereto of ¥162 million ($551 thousand). The remainder of the appropriations, 

which have been incorporated in the accompanying financial statements, will be 

proposed for approva 1 at the genera 1 s tock.holders' meeting to be held on 

January 28, 1977 and will be recorded in the statutory books of account after 

the stockholders' approval, in accordance with the Commercial Code: 

Of the retained earnings of ¥131,691 million ($447,929 thousand) at 

October 31, 1976, ¥18,525 million ($63,010 thousand) will be proposed to the 

stockholders to be set aside as general reserves, in addition to ¥89,398 

million ($304,075 thousand) set aside in prior years. 

11. Translation adjustments of 
foreign subsidiaries 
accounts: 

The translation gain included under "operating revenue and 

miscellaneous income" for the year ended October 31, 1976 is ¥824 million 

($2,803 thousand) and the translation loss included under "other expenses" for 

the year ended October 31, 1975 is ¥387 million ($1,316 thousand). 
23 
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12. Research and development expenses: 

Research and development expenses charged to cost of sales for the 

years ended October 31, 1976 and 1975 were ¥20,734 million ($70,524 thousand) 

and ¥18,608 million ($63,293 thousand), respectively. 

13..- Commitments and contingent liabilities: 

Commitments outstanding at October 31, 1976 for the purchase of 

property, plant and equipment approximated ¥6,790 million ($23,095 thousand). 

Renta 1 expenses, principally for office space, warehouses and 

employees' residential facilities, for the years ended October 31, 1976 and 

1975, aggregated ¥5,468 million ($18,599 thousand) and ¥4,962 million ($16,878 

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 

1977 ¥1,189 $ 4,044 
1978 1,022 3,476 
1979 983 3,344 
1980 869 2,956 
1981 839 2,854 
1982 - 1986 2,946 10,020 
1987 - 1991 1,548 5,265 
1992 - 1996 1,462 4,973 
Thereafter 336 1,143 

Contingent liabilities at October 31, 1976 for notes discounted and 

guarantees given in the ordinary course of business amounted to approximately 

¥17,415 million ($59,235 thousand), including ¥11,325 million ($38,520 

thousand) for loans guaranteed on behalf of unconsolidated subsidiaries 

and affiliated companies. 

The company or its subsidiaries are defendants in several pending 

lawsuits. Based upon the information currently available to both the company 

and its legal counsel, management has determined that no provision for 

liability with respect to any of the lawsuits is required. 



OPINION OF INDEPENDENT ACCOUNT ANTS 

PmcE 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 22, 1976 

We have examined the consolidated balance sheets of Sony Corporation 

(Sony Kabushiki Kaisha) and its consolidated subsidiaries as of October 31, 

1976 and 197 5, and the related statements of income and retained earnings and 

of changes in financi.al position for the years then ended, expressed in yen. 

Our examinations were made in accordance with generally accepted auditing 

standards and accordingly included such tests of the accounting records and 

such other auditing procedures as we considered necessary in the circumstances. 

The method of translation of foreign currency financial statements 

was changed in 1976, as explained in Note 1 to the financial statements. 

In our opinion, 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, 1976 and 1975, and 

the results of their operations and the changes in their financial position 

for the years then ended, in conformity with generally accepted accounting 

principles applied on a consistent basis after restatement for the change, 

with which we concur, referred to in the preceding paragraph. 



Sony Corporation 
7-35 Kitashinagawa 6-chome, Shinagawa-ku 
Tokyo, 141 Japan 

Sony Corporation of America 
(Subsidiary of Sony Corporation) 
9 West 57th Street 
New York, New York 10019, U.S.A. 

For American Depositary Receipts: 
Depositary, Transfer Agent and Registrar: 

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 Exchanges Listings: 
New York, London, Amsterdam, Pacific, Hong kong, Paris, Frankfurt, 
Duesseldorf, Brussels, Antwerp, Vienna, Toronto, Montreal, Vancouver, 
and Midwest Stock Exchanges 

(Printed in Japan) 




