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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 

1974 1973 

$ 660,373 $ 551, 360 

663,130 495,510 

l, 323, 503 l, 046,870 

162,893 164,720 

78,910 82,223 

83,307 84,600 

. 49 . 51 

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 ¥300= U.S. 
$ 1, the Tokyo foreign exchange market rate as of January 16, 1975, as described in 
Note 2 of Notes to Consolidated Financial Statements. U.S. dollar amounts for fiscal 
1973 have also been stated using the same rate. 
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TO THE HOLDERS OF SONY DEPOSITARY SHARES: 

Masaru Ibuka 
Chairman 

Akio Morita 
President 

Despite the severe world-wide business and 
economic conditions, Sony's consolidated 
net sales for the fiscal year ended October 
31, 1974 established a new high, evidencing 
the strong acceptance of the company's 
products in all major markets. Through 
such increased sales, the company was able 
to minimize the adverse effects of highly 
inflated material costs, and Sony's consol
idated net income declined only slightly 
from last fiscal year's high level. 

Consolidated net sales for fiscal 1974 were $1, 323,503,000, an increase of 26 
percent above $ 1,046,870,000 of net sales for fiscal 1973. Consolidated net income for 
fiscal 1974 was $83,307,000, a decrease of 2 percent from $84,600,000 of net income for 
fiscal 1973. Earnings per Depositary Share (each Depositary Share represents 1 share of 
Common Stock), after giving effect to a public offering in Japan of 5,500,000 new 
shares of Common Stock issued May 1, 1974, and adjusted for a 25 percent free 
distribution of shares to shareholders of record as of May 31, 1974, were 49 cents, 
compared with 51 cents for fiscal 1973. 

Domestic sales during fiscal 1974 increased 20 percent and accounted for 50 
percent of net sales. Overseas sales increased 34 percent and accounted for 50 percent 
of net sales. Sales in the U.S. market increased 26 percent, the European market 38 
percent and the Asian market (excluding Japan) 81 percent. 

Sony paid cash dividends amounting to 2.4 cents per Depositary Share for the 
six months of operations which ended October 31, 1974 to holders of Sony Depositary 
Shares of record as of that date. Thus, total cash dividends of 5.0 cents were paid for 
each Depositary Share in fiscal 1974. 

On May 1, 1974, through a public offering in Japan, Sony issued 5,500,000 
shares of Common Stock. 
strengthen Sony's facilities. 

The proceeds of this offering are being used to further 
On July 25, 1974, in the United States and the United 



Kingdom, Sony changed the previous Depositary Share ratio of 2 underlying shares of 
Common Stock for each American and European Depositary Share to 1 underlying share 
of Common Stock for each American and European Depositary Share. On November 1, 
1974, in the Netherlands, Sony changed the ratio of its Continental Depositary Shares 
to Common Stock so that each Continental Depositary Share represents 1 share of 
Common Stock. 

In April 197 4, Sony announced a unique technical development named the 
"Econoquick" system for its Trinitron color picture tube. This system permits the 
quick start-up of a TV set without preheating, thereby eliminating unnecessary energy 
consumption. It was introduced into the Japanese market in April 1974, into the United 
States market in May 1974 and other markets shortly thereafter. 

In May 1974, Sony announced that it had developed a new color picture 
recording-playback system utilizing a magnetic card. This new system is named 
MA VICA (Magnetic Video Card). In this system, magnetic cards are inserted into the 
machine, and a color picture with sound is reproduced on a color TV set. The MA VICA 
system has many advantages, including the ease of real time recording using a 
recorder / player machine, high speed mass 
duplication, the reproduction in slow, back 
or stop motion, and the low cost of the 
recording medium (MA VICARD). 

Also, in May 1974, Sony an
nounced the development of a "LEC'' (Low 
Emitter Concentration) device. This is 
based on new technology for semi-conductor 
production. This technology permits 
ease of design and fabrication of semi
conductor devices. It is suitable for auto
matic operation and provides uniformly 
high quality and high rates of yield. The 
reliability of transistors and IC's produced 
by this technology is very high. A special 

feature of "LEC'' devices is the extremely 
The MA VICA system 
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low impurity concentration in the emitter region compared to other devices. 

Sales of TV sets increased 17 percent above the previous fiscal year and 
accounted for 37 percent of net sales. Sales of the company's Trinitron color TV sets 
increased 18 percent and accounted for 35 percent of net sales. In management's opinion, 
the substantial growth in Trinitron sales is attributable to both the high quality and 
compact design of the product. 

Sales of tape recorders and radios increased 29 percent above the previous 
fiscal year and accounted for 28 percent of net sales. Sony has broadened the lines of 
these products in order to offer to consumers an even wider choice of models. During 
fiscal 197 4, Sony's portable cassette tape recorder /radio combination units were well 
received both in Japanese and overseas markets. Portable stereo tape recorders designed for 
both outdoor and indoor recording purposes and equipped with all the required features 
for professional stereo recording, such as superior distortion-free recording with wider 
dynamic range, also were well received. 

Sales of audio equipment and video tape recorders, including the Sony 
U-Matic color videocassette system, increased 36 percent above the previous fiscal year 
and accounted for 20 percent of net sales. The substantial increase in sales of audio 
equipment reflects the excellent reception by consumers of the company's Hi-Fi components, 
such as high-performance amplifiers, tuners and record players developed through the 
company's advanced technology. In March 1974, Sony announced that it had successfully 
produced the U-Matic videocassette system in portable form. The company commenced 
sales of this product in Japan in August 197 4 and in the United States and Canada in 
October 197 4. Sales of U -Matic videocassette systems have increased both in domestic 
and overseas markets. 

Sales of other products increased 39 percent above the previous fiscal year and 
accounted for 15 percent of net sales. Sales of audio and video tapes continued to 
increase substantially, reflecting the strongly expanding audio and video market. 

During fiscal 197 4, Sony initiated full scale overseas production activities. 
In June 1974, the company commenced manufacturing color TV tubes in San Diego, 
California, U.S.A., in a new plant (consistng of approximately 170,000 square feet). This 



New addition (at rear ) for manufacturing color p icture 
tubes and T V assem bly plant (in foreground ) in San 
Diego, Ca lifornia , U.S.A. 

New plant for producing color T V sets in Bridgend, 
Wa les, U .K. 

plant is capable of producing 30,000 Trinitron color picture tubes per month and is 
immediately adjacent to the company's San Diego TV assembly plant. Thus, Sony now 
has a facility in the United States which is capable of producing key components utilized 
in the entire assembly process of color TV sets. Also, in June 1974, the company com
menced production of color TV sets in a new plant (consisting of approximately 110,000 

square feet) in Bridgend, Wales, the United Kingdom. This plant, currently pro
ducing approximately 3,000 Trinitron color TV sets per month, is also being utilized 
for the assembly of audio equipment. H.R.H. The Prince of Wales declared the plant 
open at a ceremony on December 12, 1974. During fiscal 1974, the company further 
strengthened its sales and servicing organizations abroad and, in connection therewith, 
acquired the business of its distributor in Denmark and established a joint venture 
company in Australia. 

In October 1974, Sony entered into a joint venture agreement with Union 
Carbide Corporation. It is contemplated that a new company will be organized under 
the name of Sony-Eveready Inc., which will engage in the distribution in Japan of high
performance dry cell batteries and battery-related products manufactured by Union 
Carbide Corporation, a leading chemical company in the United States. 

In a ceremony held on October 18, 197 4, Sony presented to the Smithsonian 
Institution in Washington, D.C., 16 historic electronic Sony products which have been 
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incorporated by the Smithsonian Institution in a permanent collection. These products 
include an early Trinitron color TV set, a transistorized portable video tape recorder 
and fully transistorized direct-view monochrome TV set. 

In June 1974, Sony opened a showroom on Regent Street in London. The 
company also has main showrooms located on the Ginza in Tokyo, on Fifth A venue in 
New York and on the Champs Elysees in Paris. 

On March 14, 1974, the company listed its shares on the Vienna Stock Exchange 
in the form of Bearer Certificates and on October 3, 1974, the company listed its Ameri
can Depositary Shares on the Canadian stock exchanges (Toronto, Montreal and Vancouver). 
Sony thus became the first Japanese company to have its shares listed on all of these 
exchanges. As a result of all of these listings, Sony shares are now traded on 14 leading 
stock exchanges outside of Japan (New York, London, Amsterdam, Pacific, Hong Kong, 
Paris, Frankfurt, Duesseldorf, Brussels, Antwerp, Vienna, Toronto, Montreal and Van
couver). 

It is gnerally recognized that the severe business conditions which the world 
economy is currently facing will continue for some time. During this difficult period, 
Sony management will continue its efforts to further the long-range growth of the 
company by promoting the development of its technology, strengthening its sales and 
production organization and taking all other measures necessary to maintain the company's 
healthy condition. 

January 23, 1975 

Sincerely yours, 

Masaru Ibuka 
Chairman 

Akio Morita 
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 . 

1974 

. $ 660,373 

663,130 

1,323,503 

162,893 

78,910 

83,307 

. 49 

33,933 

1,386,650 

542,090 

3.21 

21,635 

1973 1972 

$ 551,360 $ 401,490 

495,510 415,520 

1,046,870 817,010 

164,720 126,286 

82,223 62,620 

84,600 66,713 

. 51 . 41 

24,937 19,100 

1,138,043 915,430 

400,087 322, 113 

2.42 2.00 

20,648 17,323 

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 ¥300= U.S. 
$ 1, the Tokyo foreign exchange market rate as of January 16, 1975, 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) 

1971 1970 1969 1968 1967 1966 1965 

$ 297,200 $ 232,773 $ 153,053 $ 100,520 $ 81,010 $ 63,204 $ 51,964 

349,417 264,470 210,077 136,857 113,667 93,263 71,433 

646,617 497,243 363,130 237,377 194,677 156,467 123,397 

79,373 61,010 52,590 26,863 26, 117 18,364 11,853 

38,247 28,007 23,687 11,856 11,880 8,910 6,236 

41,123 34,217 28,203 15,020 14,583 9,554 5,523 

. 26 . 22 .19 .10 .10 . 06 . 04 

18,620 16,623 9,617 7,037 5,550 4,393 3,640 

654,923 538,360 407,390 259,577 196,647 180,083 151,597 

194,140 157,560 95,733 70,770 58,990 47,107 40,253 

1. 23 1. 02 . 63 . 47 . 39 . 31 .27 

16,615 15,081 13,542 10,617 9,073 8,100 7,101 

9 



10 

Sony Corporation 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

ASSETS 

CURRENT ASSETS (Note 5) : 

Cash 
Time deposits 
Marketable securities, at cost 

(or less) which approximates 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 (Note 10) 

Income tax prepayments 
Total current assets 

INVESTMENTS AND ADVANCES: 

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

PROPERTY, PLANT AND EQUIPMENT 
(Note 5): 
Land 
Buildings 
Machinery and equipment 
Construction in progress 

Less - Accumulated depreciation 

OTHER ASSETS 

¥ 

In millions 
of yen 

0 c t 0 b 
1974 1973 

33,953 ¥ 18,462 $ 
20,540 29,815 

2,625 13' 336 
63,305 55,442 

21,399 20,392 
4,106)( 3,230)( 

134,957 

10,943 
16,349 

299,965 

13,912 
2,834 

10,761 
27,507 

19' 774 
49,079 
46,149 

5,300 
120,302 
37,302 
83,000 

5,523 

92 , 319 

6,800 
ll,l95 

244,531 

9,463 
2, 717 

10,666 
22,846 

16 '4 77 
38,490 
35,218 
6,418 

96,603 
28,346 
68,257 

5' 779 

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

e r 3 1 
1974 

ll3,177 
68,466 

8,750 
2ll ,017 

71' 330 
13 , 68 7) ( 

449,857 

36,476 
54,497 

999,883 

46,373 
9,447 

35' 870 
91,690 

65,913 
163,597 
153,830 

17,667 
401,007 
124,340 
276,667 

18,410 

$ 

1973 

61,540 
99,383 

44,453 
184,807 

67,973 
10,767) 

307,730 

22,667 
37,317 

815,103 

31,543 
9,057 

35,553 
76,153 

54,923 
128,300 
ll7' 394 
21,393 

322,010 
94,487 

227 , 523 

19,264 

¥415,995 ¥341,413 $1,3~6,650 $1,138,043 



LIABILITIES 

CURRENT LIABILITIES : 

Bank loans (Note 5) 
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 (Note 10) 

Total current liabilities 

LONG-TERM DEBT (Note 5) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 6) 

ACCUMULATED INCOME TAX REDUCTIONS 

STOCKHOLDERS' EQUITY: 

Common stock ¥50 par value (Note 8) -
Authorized - 424,000,000 shares 
Issued 1973 - 132,500,000 shares 

1974 - 172,500,000 shares 
Capital in excess of par value (Note 8) 
Legal reserve (Note 9) 
Retained earnings appropriated for 
special allowances 

Retained earnings (Note 9) 

COMMITMENTS AND CONTINGENT LIABILITIES 
(Note 11) 

In millions 
of yen 

0 c t 0 b 
1974 1973 

¥ 97,112 
605 

54,443 
16,612 

3,120 

14,559 
1,303 

18,849 

26,615 
233,218 

1,208 

12,333 

6,609 

8,625 
48,532 

1,851 

9,854 
93,765 

162,627 

¥ 69,409 
687 

54 , 799 
18,556 

6,027 

12,075 
1,000 

18,651 

24,596 
205,800 

1,089 

8,718 

5, 780 

6,625 

30,402 
1,567 

9,633 
71' 799 

120,026 

$ 

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

e r 3 1 
1974 1973 

323,707 
2,017 

181,477 
55,373 
10,400 

48,530 
4,343 

62,830 

88,716 
777,393 

4,027 

41' 110 

22,030 

28,750 
161' 773 

6,170 

32,847 
312,550 
542,090 

$ 231,363 
2,290 

182,663 
61,353 
20,090 

40,250 
3,333 

62,170 

81 '98 7 
685,999 

3,630 

29,060 

19,267 

22,083 

101,340 
5,223 

32,111 
239,330 
400,087 

¥415,995 ¥341,413 $1,386,650 $1,138,043 

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 revenue and 
miscellaneous income (Note 10) 

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

Income before income taxes 

Income taxes (Note 7) : 
Current 
Deferred, arising from book-tax 

timing differences 

Income from consolidated 
operations 

Equity in earnings of affiliated 
companies (Note 4) 

Net income (per share: 1974 -
¥147 . 8 or 49 . 3i, 1973 -
¥153 . 2 or 51 . 1i) 

Retained earnings : 
Balance, beginning of period -
Cash dividends applicable to 
earnings for the period (per 
share. 1974 - ¥13 . 5 or 4 .5i, 
1973 - ¥12 . 0 or 4 . 0i) 

Appropriations for special 
allowances, net of estimated 
future taxes 

Transfer to legal reserve (Note 9) 
Expenses of common stock offering, 

less related income taxes (Note 8) 

Balance, end of period (Note 9) 

In millions 
of yen 

Year ended October 31 
1974 1973 1974 1973 

¥198,112 ¥165,408 
198,939 148,653 
397,051 314,061 

11,425 
408,476 

252,883 
92 , 120 
8,961 
5,644 

359,608 

48,868 

28,082 

4,409)( 
23,673 

10,011 
324,072 

193,518 
73,863 
5,376 
1,899 

274,656 

49,416 

27,295 

2,628)( 
24,667 

25 , 195 24,749 

__ 2_0..;;..3) 631 ( 

24,992 25,380 

71,799 48,565 

2,288)( 1,988)( 

221) 
284)( 

117 ( 
275)( 

$ 660,373 
663,130 

1,323,503 

38 , 084 
1,361,587 

842 '944 
307,067 

29,870 
18 '813 

1,198,694 

162,893 

93 , 607 

14' 697) ( 
78 '910 

83 , 983 

6 76) 

83 ' 307 

239,330 

7,627)( 

737) 
946)( 

--~2~3~3) ( ----~7~7~7) 

$ 551,360 
495,510 

1,046,870 

33,370 
1,080,240 

645,060 
246,210 

17,920 
6,330 

915,520 

164' 720 

90 , 983 

8,760) 
82 ,2 23 

82,497 

2,103 

84,600 

161,883 

6,626) 

389 
916) 

¥ 93 ,765 ¥ 71,799 $ 312,550 $ 239,330 



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

Financial resources were provided by: 
Net income 
Add (deduct) income charges (credits) 
affecting working capital -
Depreciation 
Provislim for severance indemnities, 

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 

not 

less 

Sale of common stock - Public offering 
Decrease in other investments and advances 
Decrease in other assets 

Total 

Financial resources were used for: 
Increased investments in affiliated 
companies, including equity in 
undistributed earnings 

Increase in advances to directors, 
officers and employees 

Increase in other investments and advances 
Addition 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 and other current assets 
Income tax prepayments 

(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 

Increase in working capital 

Translation into 
In millions thousands of U.S. 

of yen dollars (Note 2) 
Year ended October 31 

__!211_ 19 7 4 1973 

¥24' 992 ¥25,380 $ 83,307 $ 84,600 

10,180 

3,615 
358 

__..§12_ 
39,974 

529 
734 

20,130 

4,449 

117 
95 

25,810 

615 
233 
~ 
33,607 

¥28,016 

7,481 

2,646 
423 

_]jJ) 
35' 131 

1,031 

9, 925 

2,979 

1,069 

33,502 
878 
746 

~ 
41,162 

¥ 4, 925 

¥ 6,216 ¥ 
( 10,711) ( 

7,994 
42,638 
4,143 

353 
3,402) 

11 '582 
36 '963 

109) 
__!..J@. 
47,216 

~ 
55,434 

( 27,703) 
82 

2,723 
303) 
198) 

8,503) 
264 

27,329) 
201) 

2,902) 

( __bQJ,2) ( 3, 620) 
( 27,418) ( 42,291) 

¥28,016 ¥ 4, 925 

33,933 

12,050 
1,193 
2,763 

133,246 
1,763 
2,447 

67,100 

854 
205,410 

14,830 

390 
317 

86' 033 

2,050 
777 

7,627 
112,024 

24,937 

8,820 
1,410 
2,663) 

117' 104 
3,437 

33,083 

153,624 

9,930 

3,563 

111,673 
2, 928 
2,487 

6,626 
137 '207 

$ 93,386 $ 16,417 

$ 20,720 $ 
( 35,703) ( 

26,647 
142,127 

13,809 
17,180 

184,780 

92, 344) 
273 

9,076 
1' 010) 

660) 

1,176 
11' 340) 
38,606 

123,210 
363) 

6,097 
157,386 

28,343) 
880 

91,097) 
669) 

9,673) 

6,729) ( 12,067) 
91,394) ( 140,969) 

$ 93,386 $ 16,417 
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 20'7o 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 differenc~, not significant in amount, between the cost and 

underlying net equity of investments in consolidated and other companies 

accounted for on an equity basis is charged or credited to income in the year 

of acquisition. 

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. Depree ia tion is 

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

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

and use. 

Significant renewals and additions are capitalized at cost. 

Maintenance and repairs and minor renewals and betterments are charged to 

income. 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 

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

Income tax regulations permit a deduction, generally 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 1 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 and officers, the company provides for 

lump-sum severance indemnities on a basis which is similar to that used for 

~mployees. While the company has no legal obligation, it is a customary prac

tice in Japan to make lump-sum payments to a director or officer 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. 

15 
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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 remanining portion of such 

allowances is set forth in the accompanying financial statements as 

appropriations of retained earnings for special allowances. 

Research and development costs -

Research and development costs are charged to expense as incurred. 

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 capita 1 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. 

Translation of foreign currencies -

Foreign currency receivables and payables of the parent company, 

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

at the applicable year-end current rates. 

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 were 

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

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

resulting translation adjustments are accounted for as follows: 

Translation gains arising from the excess of monetary liabilities 

over monetary assets when the foreign subsidiary ' s currency weakens in relation 

to yen are deferred as an offset to unrecognized potential losses on non-mone

tary assets; however, if and when such deferred translation gains exceed the 

unrecognized potential losses, the excess portion of the deferred gain is credited 

to income. Translation losses arising from the excess of monetary liabilities over 

monetary assets when the foreign subsidiary ' s currency strengthens in relation to 
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yen are deferred as an offset to unrecognized potential gains on non-monetary 

assets; however, if and when such deferred translation losses exceed the 

unrecognized potential gains, the excess portion of the deferred loss is 

charged to income. Translation gains or losses arising in other situations 

are credited or charged to income currently. 

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. 

Prior to August 28, 1971, the yen was quoted approximately at the 

official rate of ¥360 = US$1. On that date, the Japanese government announced 

that the yen would be permitted to float against the U S. dollar. On December 

20, 1971, a new parity rate of the yen to the dollar was set at ¥308 :::;:: US$1. 

On February 13, 1973, the Japanese government again adopted the floating rate 

system. The approximate exchange rates at October 31, 1974 and January 16, 

1975 were ¥300 = US$1, respectively. 

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 ¥300 = US$1 has been used for the purpose of 

presentation of the U.S. dollar amounts in the accompanying financial 

statements. 

3. Inventories: 

Inventories comprise the following: 

Finished products 
Work in process 
Raw materials and purchased 

components 

Yen in millions 
October 31 

Dollars in 
thousands 

1974 

¥ 99,427 
16 '515 

19,015 

¥134,957 

¥66,338 
14,569 

1974 

$331,424 
55,050 

63,383 

$449,857 

1973 

$221,127 
48,563 

38,040 

$307,730 



4. Investments in affiliated companies: 

Summarized financ ia 1 information for unconsolidated subs idary and 

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

October 31, 1974 and 1973 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 

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 
1974 1973 

¥30,155 
8,265 
~ 

¥34,071 
8,125 
~ 

(¥3 ,243) 

¥42,007 
6,715 

__.hQll. 

¥51,753 

¥35,883 
4,242 

11' 628 

¥181,420 

¥21,045 
6,210 
~ 

¥23,760 
4,075 
~ 

¥36,634 
6,334 

_bill 

¥45,941 

¥32' 797 
3,613 
~ 

¥172,402 

Dollars in 
thousands 

1974 1973 

$100' 516 
27,550 
15' 727 

$143,793 

$113,570 
27,083 
3,140 

$143,793 

$253,020 

$140,023 
22,383 
10,104 

$172,510 

$119,610 
14' 140 
38,760 

$172,510 

$604,733 

$8,830 

$70,150 
20,700 
~ 

$99,277 

$79,200 
13 '583 
6,494 

$99,277 

$170,860 

($2' 843) 

$122,113 
21' 113 

9,910 

$153,136 

$109,323 
12,043 
31,770 

$153,136 

$574,673 

$8,283 
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Of the companies included on the equity basis, the stock of an 

unconsolidated subsidiary company carried at equity of ¥668 million ($2,227 

thousand) and ¥447 million ($1,490 thousand) at October 31, 1974 and 1973, 

respectively, is quoted on the market at an aggregate value of ¥ 2,952 million 

($9,840 thousand) and ¥3,384 million ($11,280 thousand), respectively, at 

those dates . 

5. Bank loans and long-term debt: 

Bank loans of ¥97,112 million ($323,707 thousand) are gene rally 

represented by short-term notes and acceptances payable, 30 to 180 days, 

bearing interest, at 9.3% to 13.0% per annum. 

Short-term notes of ¥140 million ($467 thousand) are secured by 

a pledge of notes receivable aggregating ¥162 million ($540 thousand) . 

Under the terms of general security agreements relating to certain accept

ances payable aggregating ¥22,259 million ($74,197 thousand), 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 wi 11 be furnished upon the bank 1 s request and that 

any collateral furnished, pursuant to such agreements or otherwise, wi 11 be 

applicable to all indebtedness to such banks. 

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

banks at October 31, 1974. 

Long-term debt, representing obligations principally to banks and 

insurance companies, comprises the following: 



Loans, due 1975 to 1998 with 
interest ranging from 6.5% to 9.9% -

Secured by mortgages on property, 
plant and equipment 

Unsecured 
Less - Portion due within one year 

Guarantee deposits received 

October 31, 1974 
Yen in 

millions 

¥ 764 
573 

( ___§_Q.2.) 
732 

___!ill_ 

¥1,208 

Dollars in 
thousands 

$2)547 
1 '910 
2,017) 
2,440 
1,587 

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

five years are as follows: 

Year ending 
October 31 

1975 
1976 
1977 
1978 
1979 

6. Liability for severance indemnities 
and pension plan: 

Yen in Dollars in 
millions thousands 

¥605 $2,017 
279 930 
148 493 
106 353 
82 273 

The charges to income for severance indemnities and the pension plans 

were ¥4,343 million ($14,477 thousand) and ¥3,226 million ($10,753 thousand) for 

the years ended October 31, 1974 and 1973, respectively. 

7. Income taxes: 

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

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

indicate an effective tax rate of approximately 56% (48% in 1973 and 52% for the 

six months ended April 30, 1974). 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 
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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 over

all effective tax rate as indicated in the accompanying statement of income 

and the effective rate in Japan. 

In addition to norma 1 taxes, a temporary special corporate income 

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

1974. This special tax is assessed at a flat rate of 10% of the corporation 

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

the company) of paid-in capital. For the year ended October 31, 1974, this 

special tax aggregated approximately ¥1,443 million ($4,810 thousand). 

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

On May 1, 1974 the company made a pub lie offering of 5, 500,000 

shares of common stock within the territory of Japan at a price of ¥3,660 

($12. 20). An amount equal to the aggregate par value of the shares issued 

(¥275 million - $917 thousand) was credited to the common stock account and 

the remainder of the proceeds (¥19, 855 million - $66, 183 thousand) was 

credited to "capital in excess of par value". 

The company effected a free distribution on June 1, 1974 of 

34,500,000 shares of common stock to stockholders of record on May 31, 1974 

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, ¥1,725 million ($5,750 thousand), from "capital in 

excess of par value" to the common stock account. 



9. Legal reserve and retained earnings: 

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

1974 and 1973 were the appropriations required under the Japanese Commercial 

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

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

Of the retained earnings of ¥93,765 million ($312,550 thousand) at 

October 31, 1974 (¥71,799 million- $239,330 thousand at October 31, 1973), 

¥76,893 million- $256,310 thousand (¥61,735 million- $205,783 thousand at 

October 31, 1973) has been set aside as general reserves by the stockholders. 

10. Translation adjustments of foreign 
subsidiaries accounts: 

Of the net translation loss for the year ended October 31, 1974 of 

¥3,135 million ($10,450 thousand), after offset by a translation gain of ¥246 

million ($820 thousand) deferred in the previous fiscal year, ¥1,157 million 

($3,857 thousand) was charged to "other expenses" and the remaining ¥1,978 

million ($6,593 thousand) was deferred. The deferred translation loss sub

stantially corresponds to unrecognized potential gains on inventories and is 

included under "prepaid expenses and other current assets". 

The translation gain for the year ended October 31, 1973 aggregated 

¥2,075 million ($6,917 thousand) including ¥328 million ($1,093 thousand) 

deferred in the preceding fiscal year, of which ¥1,829 million ($6,097 thousand) 

was credited to "operating revenue and miscellaneous income" for fiscal 1973 

and the remaining ¥246 ($820 thousand) was deferred. The deferred translation 

gain substantially represented the unrecognized potential loss on inventories 

at October 31, 1973 and was included under "other accounts payable and accrued 

liabli ties. 

11. Commitments and contingent liabilities : 

Commitments outs tanding at October 31, 1974 for the purchase of 

property, plant and equipment approximated ¥2,295 million ($7,650 thousand). 
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Rental expenses, principally for office space, warehouses and 

employees' residential facilities, for the years ended October 31, 1974 and 

1973 aggregated ¥5,184 million ($17,280 thousand) and ¥3,577 million ($11,923 

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: 

Yen in Dollars in 
millions thousands 

1975 ¥1,200 $ 4,000 
1976 1,116 3,720 
1977 1,046 3,487 
1978 986 3,287 
1979 959 3,197 
1980 - 1984 3,427 ll ,423 
1985 - 1989 1,747 5,823 
1990 - 1994 1,029 3,430 
Thereafter 180 600 

The company is not a party to any financing leases. 

Contingent liabilities at October 31, 1974 for notes discounted and 

guarantees given in the ordinary course of business amounted to approximately 

¥13,126 million ($43,753 thousand). 

The company, or its subsidiaries, are defendants in several pending 

lawsuits. In the opinion of management and legal counsel, the lawsuits are 

without met'i t and, if decided adversely, wi 11 not involve sums considered 

material to the consolidated financial position or operating results of the 

company. 



OPINION OF INDEPENDENT ACCOUNTANTS 

PRICE WATERHousE & Go. 

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

AOYAMA BUILDING 

2 ·:3, KITA.-AOYAMA l · CHOME 

MINATO KU, TOKYO 

January 17, 1975 

In our opinion, the accompanying canso lidated 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, 1974 and 1973, the results of 

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

ended, in conformity with generally accepted accounting principles consist

ently 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 . 

The amounts shown in the columns headed "U . S . dollars" have been 

translated on the basis described in Note 2 . 
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