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HIGHLIGHTS 
For the years ended October 31 

Net sales : 

Domestic . 

Export. 

Total. 

Income before income taxes . 

Income taxes 

Net income . 

Per Depositary Share (Note) . 

(
Thousands of U.S. dollars) 

except per share amounts 

1970 1969 

$ 193,978 $ 127,544 

220,391 175,064 

414,369 302,608 

50,875 43,858 

23,339 19, 739 

27,536 24, 119 

. 69 . 62 

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

Per share amounts are based on the average number of shares 

outstanding during each period, adjusted for all stock distributions. 



TO THE HOLDERS OF SONY DEPOSITARY SHARES : 

Masaru lbuka 
SONY Presid en t 

For SONY, the fiscal year which ended October 31, 1970 was highly 

satisfactory. Despite a sluggish world economy, SONY's consolidated 
net sales reached a new high with fine acceptance of the company's 

TRINITRON Color TV sets and most of its other products. 

SONY's consolidated net income established a new record despite 
a 73 percent increase in depreciation for new plants and a 27 

percent increase in research and development expenditures. 

The consolidated net sales for fiscal 1970 were 

$414,369,000, a 37 percent increase above the net sales of 

$ 302,608,000 for fiscal 1969. The consolidated net income for 
fiscal 1970 was $ 27,536,000, a 14 percent increase above the net income of $24,119,000 
for fiscal 1969. The consolidated cash flow (net income plus depreciation) for fiscal 
1970 was $ 41,389,000, a 29 percent increase above the cash flow of $ 32,133,000 for 

fiscal 1969. Earnings per Depositary Share ( each Depositary Share represents 2 shares of 

Common Stock) after giving effect to the 3,000,000 new shares of Common Stock issued 

May 1, 1970 were 69 cents compared with 62 cents for fiscal 1969. 

Domestic sales, including the TRINITRON 17-inch Color TV sets 

introduced during this fiscal year, increased 52 percent and accounted for 47 percent of 

net sales. Export sales increased 26 percent and accounted for 53 percent of net sales. 

Sales in the U.S. market increased 22 percent, the European market 64 percent and 

the Asian market (except for the Japanese market) 13 percent. 

Because of these favorable results, SONY was able to pay cash dividends 

amounting to 4.1 cents per Depositary Share for the six months of operations ended 

October 31, 1970 to holders of SONY Depositary Shares of record as of that date. 

Thus, total cash dividends of 8. 3 cents were paid for each Depositary Share in fiscal 

1970. On January 29, 1971 SONY decided to make a free distribution (stock split) to 

shareholders of record as of April 30, 1971 of one additional share for each four shares 
held. 

On August 14, 1970 the company changed the ratio of its American 

Depositary Shares to Common Stock so that each American Depositary Share represents 

2 shares of Common Stock instead of the previous 10 shares. 



On September 17, 1970 SONY became the first Japanese company to have its 

securities listed on the New York Stock Exchange. Its American Depositary Shares 

are traded under the symbol "SNE". Prior to its listing on the New York Stock 

Exchange, SONY's American Depositary Shares were traded on the over-the-counter 
market in the U. S. since 1961. In addition, on October 5, 1970 the company listed its 

European Depositary Shares on the London Stock Exchange and on October 14, 1970 its 

Cura~ao Depositary Shares were listed on the Amsterdam Stock Exchange. Each 

European Depositary Share and each Cura<;ao Depositary Share represents 2 shares of 

Common Stock. It is anticipated that these listings will broaden stock ownership in the 

U.S. and Europe, and higher international recognition for SONY. 

SONY believes it was unfair for the U.S. Treasury Department on December 

4, 1970, to have made a dumping determination on a countrywide basis for Japanese 

TV set export because the implication led to a false and misleading impression that 

SONY was indulging in dumping practices. However, the U.S. Bureau of Customs recently 

advised the Treasury Department that SONY has not indulged in any such dumping 
practices. The company believes that where the facts clearly demonstrate that a particular 

company, such as SONY, has not indulged in any dumping practice, this infromation 

should have been clearly indicated in any determination or release made by the Treasury 

Department. SONY is confident 

that the Treasury Department will 

take appropriate measures to do so. 

In January 1971, the 

company unveiled the prototype 

model of an innovational Single 

Pick-up Tube type Color TV Camera 

which functions on a radically new 

color image responsive element and 

the coding principle it has developed. 

The new camera features a very 

popular price and compactness 

which will match the company's 

consumer color Yideo tape 

recorders, but with very fine color 

Looking over the ticker t ape on the first day of trading in 
SONY securities on the New York Stock Exchange are 
Robert W. Haack, President of the Exchange (left ) , and 
Akio Morita , SONY Executive Vice President (center ) . 



picture quality almost comparing with the broadcast colors. The company plans to 

begin marketing this product in this year. 

The color video playback device "SONY Color VIDEOCASSETTE System", 
which was developed by the company in October 1969, is attracting enthusiastic public 

attention the world over. Its future uses in the fields of home entertainment, 
education, business and industry are unlimited. This revolutionary system, resulting 

from SONY's well established magnetic recording method, offers high reliability. 
A program in a VIDEOCASSETTE can be erased and rerecorded hundreds of times because 
the system utilizes a magnetic tape. Duplication of any number of VIDEOCASSETTE 
copies may be made simultaneously. In March 1970 an agreement for cooperation in 

establishing Videocassette standardization was made among eight leading 
companies, including SONY, in the field of video recording in Japan, the U.S. and 

Europe. And, in December 1970 SONY, Matsushita Electric Industrial Co., Ltd. and 

Victor Co. of Japan, Ltd. reached a complete agreement on the final specifications 
of the color Videocassette standardization, which will be applied to the NTSC system 

areas - a color TV system adopted by Japan, the U.S., Canada and most of the Latin 

American countries. The company firmly believes that this development has established 

the route for future growth of the Videocassette. The "SONY Color VIDEOCASSETTE 

System" will be introduced into the Japanese market during the fall of 1971, and 

thereafter into the U.S. market. 

Sales of TRINITRON Color TV sets increased 208 percent over the previous 
fiscal year and accounted for 24 percent of net sales. Sales in the U.S. market recorded 
a 243 percent increase and in the Japanese market a 195 percent increase. The company's 

TRINITRON Color TV sets have continued to be exceptionally well received both in Japan 

and in the U.S. due to their superior color performance resulting in extreme sh:upness 
and greater picture brilliance. During this fiscal year SONY substantially broadened its 

line of TRINITRON Color TV sets. Two new models of 12-inch sets were placed on both 

the Japanese and U.S. markets. Two models of the new 17-inch sets were introduced 

into the Japanese market and one model of the new 9-inch set into the U.S. market. 

To meet with the ever increasing demand for the company's TRINITRON Color TV sets, 

SONY intends to further diversify its line of Color TV sets. In January 1971 the 

company announced its newly developed TRINITRON Color TV sets which were specially 

adapted to receive European color TV standards. A 31-cm model (equivalent to U.S. 

12-inch model) for French standard has already been introduced into that market, 



and a model (equivalent to U.S. 12-inch model) for British standard will be introduced 

in April 1971. 

Sales of tape recorders increased 4 percent over the previous fiscal year and 

accounted for 23 percent of net sales. SONY has consistently developed and marketed 
tape recorders which have enhanced performance and usefulness. Its cassette tape 

recorders with a built-in Electret Condenser Microphone is but one example of many 

new products in this field. Included among other new models marketed in this fiscal 

year, were portable cassette tape recorders integrated into one unit with FM/ AM 
radios and 4-channel quadradial stereo tape recorders which offer realistic sound 

reproduction. SONY will continue to concentrate on the development of these higher 
quality products. 

Sales of video tape recorders, Hi-Fi components, electronic calculators, 

and audio and video recording tapes increased 58 percent over the previous fiscal year 
and accounted for 20 percent of net sales. Sales of video tape recorders reflected a 51 

percent increase, Hi-Fi components a 70 percent increase, electronic calculators a 53 

percent increase, and audio and video recording tapes a 50 percent increase. 

The demand for video tape recorders in the marketplace is growing 

throughout the world on a very broad scale. To keep pace with this increasing 

demand, the company has continued working on the development and introduction of 

new and improved products. Reflecting this effort, three new models of a portable 

video tape recorder (A V series) were introduced into the market during this fiscal year, 

including a model offering both color and black-and-white recording, a model offering 
fully automatic recording and a battery-powered completely compact model. Due to 

their versatility, all of these models have found wide acceptance particularly in the 
fields of business and education. 

The company's Hi-Fi components have maintained a strong competitive 
position through a series of improvements leading to higher quality performance. 

At present, this line consists of stereo amplifiers, stereo preamplifiers, stereo FM 

tuners, stereo receivers, turntables and Hi-Fi systems. Almost all of these products 
have enjoyed wide acceptance in the worldwide market. 

SONY's small-size electronic calculator SOBAX 1s experiencing excellent 



acceptance in business, research, statistical and many other fields which require speedy 
and precise handling of complex figures. In October 1970 the company announced the 

development of a new portable model, which is programmable without a complicated 
language such as is required for other computers. It incorporates an efficient magnetic 
card reader. This model will be introduced into the market in the near future. 

Sales of radios increased 9 percent over the previous fiscal year and 
accounted for 13 percent of net sales. SONY's high quality three band (FM/ MW / SW) 
and multi-band as well as digital clock radios were especially well received. During 
this fiscal year, the company commenced sales of a new matrix sound stereo radio 
incorporating dynamic FM stereo sound reproduction in a single radio and a new 

13-band portable radio. Many new multi-band and digital clock radios were also 
marketed in this fiscal year. 

Sales of black-and-white TV sets decreased 12 percent below the previous 
fiscal year and accounted for 8 percent of net sales. However, sales of TV sets as 

a whole, including Color TV sets, increased 90 percent. In 1962 SONY marketed the 

smallest TV set in the world, the 5-inch SONY Micro TV. This and other small TV 
sets effected a change in the utilization of TV sets to personal as distinguished from 
group use. As a pioneer in the transistor TV industry, SONY will maintain its policy 
of developing superior quality black-and-white TV sets. 

In October 1970 SONY succeeded in developing the Ultra Linear Magnetic 
Speaker, which incorporates high performance and is almost completely free of 
distortion. The new system utilizing this speaker is scheduled to be placed on the 
market in the near future, and this technology will be incorporated in all acoustical 
instruments produced by SONY. 

In 1969 and 1970 SONY initiated its plant expansion program on the largest 

scale since the firm was founded. During this fiscal year, all necessary plants such 

as for the production of TRINITRON Color TV picture tubes and for TRINITRON 
Color TV assembly were completed. The company's manufacturing floor space at the 
end of this fiscal year increased to 3,631,000 square feet, which represents a 70 percent 
increase compared with the end of fiscal 1968. For that reason, the company 

anticipates that any capital expenditures of such a large scale will be unnecessary 

during the next few years. To help finance these capital expenditures, on May 1, 1970, 



SONY issued 3,000,000 new shares of Common Stock through a public offering in Japan. 

The company continued to strengthen its overseas sales network during this 
fiscal year. In March 1970 SONY Corporation of Panama S.A., a new subsidiary of 
SONY was incorporated in Panama. In July 1970 SONY G.m.b.H., a new subsidiary 
of SONY Overseas S. A., was incorporated in West Germany. Also, in September 1970 
SONY Puerto Rico, Inc., another new subsidiary of SONY was incorporated in Puerto 
Rico. 

SONY looks upon fiscal 1970 as a year of preparation for future growth in 
which it exerted every possible effort toward expansion of its plants, strengthening of 

its sales network and intensification of its research and development activities. This 
preparatory work has been accomplished and management firmly believes that SONY 
is now in an excellent position to achieve further growth and looks to the future with 
both optimism and confidence. 

January 29, 1971 

Sincerely yours, 

Masaru Ibuka 
President 

Akio Morita 

;J:_';z:' __ : --
Executive Vice President 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 

CONSOLIDATED TEN-YEAR SUMMARY 

Net sales : 

Domestic. 

Export. 

Total .. 

Income before income taxes 

Income taxes. 

Net income .. 
Per Depositary Share (Note) . 

Depreciation . . . . . . . . .... . . . . . . 
Cash flow (net income plus depreciation) . 

Total assets . ' ... 
Shareholders' equity .. 

Per Depositary Share (Note). 

Employees ...... ... 

1970 1969 

$ 193,978 $ 127,544 

220,391 175,064 

414,369 302,608 

50,875 43,858 

23,339 19, 739 

27,536 24,119 

.69 .62 

13,853 8,014 

41,389 32,133 

445,033 338,814 

130,842 80,297 

3.30 2.07 

15,081 13,542 

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

Per share amounts are based on the average number of shares 

outstanding during each period, adjusted for all stock distributions. 

1968 

$ 83, 767 

114,047 

197,814 

22,431 

9,881 

12,550 

. 32 

5,864 

18,414 

215,314 

58,879 

1. 51 

10,617 



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

1967 1966 1965 1964 1963 1962 1961 

$ 67,509 $ 52,669 $ 43,303 $ 44,694 $ 40,720 $ 38,236 $ 31,650 

94, 722 77, 720 59,528 47,933 36,433 25,544 19,900 

162,231 130,389 102,831 92,627 77,153 63,780 51,550 

21, 793 15,317 9,883 8, 011 4,547 5,087 3, 719 

9,901 7,425 5,197 3,986 1,558 1,656 1,419 

11,892 7,892 4,686 4,025 2,989 3,431 2,300 

. 31 . 20 .12 .10 .08 • 09 .07 

4,625 3,661 3,033 2,597 2,747 1,922 1,389 

16,517 11,553 7, 719 6,622 5, 736 5,353 3,689 

163,442 149,505 125,548 113,467 102,935 74,962 57,592 

49,029 39,386 33,744 30,933 28, 782 22,587 20,571 

1. 26 1. 01 .87 . 80 . 76 . 62 . 61 

9,073 8,100 7,101 6,871 6,564 5,651 4,405 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
CONSOLIDATED BALANCE SHEET 

ASSETS 

CURRENT ASSETS: 

Cash 
Time deposits, availabe within 

one year 
Marketable securities, at cost 

which approximates market 
Notes and accounts receivable, 

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

Accumulated income tax prepayments 
Total current assets 

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

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

Land 
Buildings 
Machinery and equipment 
Construction in progress 

Less - Accumulated depreciation 

OTHER ASSETS 

In millions 
of yen 

Translation into 
thousands of 
U.S. dollars 

(Note 1) 
0 c t o b e r 3 1 

1970 

¥ 11,592 

7 '727 

2,875 

33,274 
1,220) 

48,992 

4,975 
4 837 

113,052 

1,410 
3,191 
4,601 

8,566 
23,435 
21 '004 

973 
53,978 
15,450 
38,528 

4,031 

¥160,212 

1969 

¥ 6,681 

5, 774 

1,901 

22,826 
718) 

40,436 

2,552 
3,810 

83,262 

1,186 
2,767 
3,953 

6,323 
17,865 
14,491 
3,206 

41,885 
11,041 
30,844 

3,914 

¥121,973 

1970 

$ 32,200 

21,464 

7,986 

92,428 
3,389) 

136,089 

13,819 
13,436 

314,033 

3,917 
8,864 

12 z 781 

23,795 
65,097 
58,344 

2,703 
149,939 
42,917 

107,022 

11! 197 

$445,033 

1969 

$ 18,559 

16,039 

5,281 

63,405 
1,994) 

112 '320 

7,090 
10,583 

231,283 

3,296 
7,685 

10,981 

17,564 
49,624 
40,253 

8,906 
116,347 
30,669 
85,678 

10,872 

$338,814 



LIABILITIES 

CURRENT LIABILITIES: 

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

Accrued income and other taxes 
Other accounts payable and 

accrued liabilities 
Dividends payable 

Total current liabilities 

LONG-TERM DEBT (Note 6) 

LIABILITY FOR SEVERANCE INDEMNITIES 
(Note 7) 

ACCUMULATED INCOME TAX REDUCTIONS 
(Note 8) 

STOCKHOLDERS' EQUITY: 

Common stock ¥50 par value (Note 9) -
Authorized - 160,000,000 shares 
Issued 1969 - 64,800,000 shares 

1970 - 80,760,000 shares 
Capital in excess of par value (Note 9) 
Legal reserve (Note 10) 
Retained earnings appropriated for 

special allowances (Note 8) 
Retained earnings 

COMMITMENTS AND CONTINGENT LIABILITIES 
(Note 11) 

In mi 11ions 
of yen 

Translation into 
thousands of 
U.S. dollars 

(Note 1) 
0 c t o b e r 3 1 

1970 

¥ 51,593 
689 

21,272 
7,249 
1,740 

3,005 
4,756 

10,504 
608 

101 '416 

2,826 

3,946 

4,921 

4,038 
12,789 

976 

7,314 
21,986 
47,103 

¥160,212 

1969 

¥ 32,771 
366 

20,054 
7' 171 
4,298 

4, 924 
5,156 

9,409 
488 

84,637 

2,813 

2,995 

2,621 

3,240 

3,987 
850 

4,356 
16,474 
28,907 

¥121,973 

1970 

$143,314 
1,914 

59,089 
20,136 
4,833 

8,347 
13' 211 

29,178 
1,689 

281,711 

7,850 

10,961 

13.669 

11,217 
35,525 

2,712 

20,316 
61,072 

130' 842 

$445,033 

1969 

$ 91,031 
1,015 

55,706 
19,920 
11' 939 

13! 677 
14,323 

26,135 
1,356 

235,102 

7,814 

8,321 

7,280 

9,000 

11,07 5 
2,362 

12,098 
45,762 
80,297 

$338,814 



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

Sales and other income: 
Net sales -

Domestic 
Export 

Operating revenue and 
miscellaneous income 

Cost and expenses: 
Cost of sales 
Selling, genera 1 and administrative 
Interest 
Other 

Income before income taxes 

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

timing differences 

Net income (per share: 1970- ¥125.1 or 
34.7ri; 1969- ¥111.7 or 3lc,i) (Note 9) 

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

for the period (per share: 1970- ¥15.0 
or 4.2i; 1969-¥12.5 or 3.5c,i) (Note 9) 

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

Transfer to legal reserve (Note 10) 
Expenses of common stock offering, 

less related income taxes (Note 9) 

Balance, end of period 

Depreciation included in cost and 
expenses 

Translation into 
thousands of 

In millions U.S. dollars 
of yen (Note 1) 

Year ended October 31 
1970 1969 1970 1969 

¥ 69,832 ¥ 45,916 $193,978 $127,544 
791341 631023 2201391 175 1064 

149,173 108,939 414,369 302,608 

21498 1 1914 61939 51318 
1511671 1101853 4211308 3071926 

97,563 69,498 271,008 193,049 
32,150 23,505 89,306 65,292 
3' 118 1,623 8,661 4,509 

525 438 11458 11218 
1331356 951064 3701433 2641068 

18 I 315 15 1789 50 1875 43 1858 

7,129 7,873 19,803 21' 870 

11273 767) 3 1536 2 I 131) 
81402 71106 231339 191739 

9 I 913 81683 27 1536 241119 

16,474 10,613 45,762 29,481 

1,189)( 972) ( 3,302)( 2,700) 

2,958)( 1,809)( 8,218)( 5,023) 
126) ( 41) ( 350)( 115) 

128) 356) 

¥ 211986 ¥ 161474 $ 61 1072 $ 451762 

¥4,987 ¥21885 $131853 $8 1014 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 

Funds Erovided : 

Funds provided from operations 
Net income for the year 
Depreciation 
Provision for accrued 

severance indemnities 
Deferred income taxes 

Increase in long-term debt 
Sale of common stock 

Total funds provided 

Funds aEElied: 

Expenditures for property, 
plant and equipment 

Investments and advances 
Increase in other assets 
Cash dividends 
Expenses of common stock 
offering 

Total funds applied 

Increase in working caEital 

Working caEita 1: 

Beginning of period 

End of period 

¥ 

In millions 
of yen 

Year ended 

9,913 ¥ 8,683 
4,987 2,885 

951 829 
_22QQ ~ 
18' 151 13,683 

13 1,044 
~ 
27 2 764 14' 727 

12 '6 71 12,366 
648 1,527 
ll7 868 

1,189 972 

128 
14,753 15,733 

13,0ll 1,006) 

Translation into 
thousands of 
U.S. dollars 

(Note 1) 
October 31 

$27,536 $24,ll9 
13,853 8,014 

2,640 2,305 

~ ~ 
50,418 38,010 

36 2,900 
26,667 
77' 121 40 2 910 

35,197 34,351 
1,800 4,242 

325 2,4ll 
3,302 2,700 

356 
40,980 43,704 

36,141 2,794) 

( _Llli) ( _____l§2) ( ___l_JU2) ( ~) 

¥ll,636 (¥ 1 2 375) $32,322 ($ 3 2819) 



SONY CORPORATION 
(Sony Kabushiki Kaisha) 
NOTES TO FINANCIAL STATEMENTS 

1 - U.S. DOLLAR AMOUNTS 

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

stated, as a matter of arithmetical computation only, at the rate of ¥360 equals 

U.S. $1, the official parity rate. These translations should not be construed 

as representations that the Japanese yen amounts actually represent, or have been 

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

2 - PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of the 

parent company and with minor exceptions its totally held subsidiary companies . 

The parent company's equity in the net assets of its consolidated subsidiary 

companies exceeds its investment therein by ¥6,645 million ($18,458 thousand) 

at October 31, 1970. 

The foreign currency accounts of consolidated foreign subsidiary 

companies were translated into Japanese yen at rates approximating prevailing 

quoted rates of exchange. No historical base translations are required due to 

the nature of the accounts involved . 

3 - INV.ENTORIES 

Inventories at October 31, 1970 comprise the following: 

Yen Dollars 
(millions) (thousands) 

Finished products ¥36,343 $100,953 
Work in process 6,967 19,353 
Raw materials and purchased 

components ~ 15!783 

¥48!992 $136!089 



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

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

other categories are determined on the basis of average cost . 

4 - INVESTMENTS AND ADVANCES - ASSOCIATED COMPANIES 

The investments in and advances to associated companies at October 31, 

1970 include the carrying value (substantially at cost) of capital shares of 

unconsolidated subsidiary companies amounting to ¥402 million ($1,117 thousand). 

The company's equity in the net assets of the unconsolidated subsidiary companies 

as shown by their financial statements approximates the carrying value of its 

investment therein at October 31, 1970. 

The investments in and advances to associated companies at October 31, 

1970 also include the acquisition cost of capital shares of fifty-percent owned 

companies amounting to ¥470 million ($1,306 thousand). The company's equity in 

the net assets of the fifty-percent owned companies as shown by their financial 

statements exceeds its investment therein by approximately ¥492 million ($1,367 

thousand) at October 31, 1970. 

5 - PROPERTY, PLANT AND EQUIPMENT 

Depreciation of property, plant and equipment is computed by the 

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

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

because of the wide varieties of properties within each major class, to list the 

individual rates used; the overall effective rates for the year ended October 31, 

1970 were 7.8% on buildings and 19.0% on machinery and equipment. 

6 - BANK LOANS AND LONG-TERM DEBT 

Bank loans of ¥51,593 million ($143,314 thousand) at October 31, 1970 

are represented substantially by short- term notes and acceptances payable, 

generally 60 to 180 days, bearing interest, principally at 5.5% to 9.5% per annum. 

Short-term notes of ¥140 million ($389 thousand) are secured by a pledge of notes 

receivable aggregating ¥143 million ($397 thousand). Under the terms of general 



security agreements relating to certain acceptances payable aggregating ¥15,553 

million ($43,203 thousand), the lending banks retain a security interest 

in inventory and accounts receivable. Short-term notes are generally issued to 

banks under written basic agreements which provide, with respect to all present 

or future loans with such banks, that collateral (including sums on deposit with 

such banks) or guarantors will be furnished upon the bank's request and that any 

collateral furnished, pursuant to such agreements or otherwise, will be applica

ble to all indebtedness to such banks. 

Long-term debt at October 31, 1970, representing obligations princi

pally to banks and insurance companies, comprise the following: 

Loans, due 1971 to 1998 with interest 
ranging from 6.5% to 9.1%: 

Secured by mortgages on property, 
plant and equipment 

Not secured 

Less - Portion due within one year 

Guarantee deposits received 

7 - LIABILITY FOR SEVERANCE INDEMNITIES 

Yen 
(millions) 

¥3,094 
121 

3,215 
689 

2,526 
300 

¥2,826 

Dollars 
(thousands) 

$8,595 
_____]]_2 
8,931 
1,914 
7,017 

833 

$7,850 

Employees 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, gener

ally speaking, equal to only 50% of the periodic accrual for such minimum payments 

plus actual payments in excess of the allowed provision. In many cases, employees 

receive significant additional benefits because of conditions such as involuntary 

retirement, death, etc. 

The annual provision for employees' severance indemnities is sufficient 

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

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

are not funded. 



With respect to directors and officers, the company provides for 

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

employees. While the company has no legal obligation, it is a customary practice 

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

The company is of the opinion that its annual provision is being made on 

a reasonable basis and is adequate to make such future payments as may be approved 

by the stockholders. 

The accumulated future tax benefit arising from the non-deductible 

portion of the annual accrual is included as a deduction in the balance sheet 

caption "Accumulated income tax reductions". 

The charge to income for severance indemnities was ¥1,181 million ($3, 281 

thousand) for the year ended October 31, 1970 and ¥963 million ($2,675 thousand) 

for the year ended October 31, 1969. 

8 - INCOME TAX AND RETAINED EARNINGS 
APPROPRIATED FOR SPECIAL ALLOWANCES 

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

in the aggregate, indicate an effective tax rate of approximately 48% (47% up to 

April 30, 1970). However, there is a limitation on the amount of the tax deduc

tion for severance indemnities and certain other expenses. Conversely, special 

income tax measures provide for a reduction in the rate applicable to earnings 

of the period which are paid out as dividends and other tax incentives applica

ble to increases in research expenses and to designated export transactions. 

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

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

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

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

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

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

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

accompanying financial statements as appropriations of retained earnings for 

special allowances. 



9 - COMMON STOCK AND CAPITAL IN EXCESS OF PAR VALUE 

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, 1969 of 12,960,000 shares of common stock to stock

holders of record at October 31, 1969 in the ratio of one new share for each five 

shares held. The company accounted for the free distribution of shares by 

the transfer of an amount equal to the aggregate par value of such shares (¥648 

million or $1,800 thousand) from "Capital in excess of par value" to the common 

stock account. 

In addition, on May 1, 1970 the company made a public offering 

of 3,000,000 shares of common stock within the territory of Japan at a price of 

¥3,200 per share. An amount equal to the aggregate par value of the shares issued 

(¥150 million or $417 thousand) was credited to the common stock account and the 

remainder of the proceeds (¥9,450 million or $26,250 thousand) was credited to 

"Capital in excess of par value". 

Although capital stock 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. 

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

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

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

for the above-mentioned free distribution effected on November 1, 1969 . 

10 - LEGAL RESERVE 

The only change in the legal reserve during the year was the apporopria tion 

required under the Japanese Commercial Code . No further appropriation (presently a minimum 

of 10% of dividends paid) is required when the legal reserve equals 25% of capital. 

11 - COMMITMENTS AND CONTINGENT LIABILITIES 

Commitments outstanding at October 31, 1970 for the purchase of property , 

plant and equipment amounted to approximately ¥2,002 million ($5,561 thousand). 



Rental expense for the year aggregated ¥1,185 million ($3,292 thousand). 

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

are renewed upon expiration. Obligations under long-term leases are not material 

in relation to the financial statements of the company. 

Contingent liabilities at October 31, 1970 for notes discounted and 

guarantees given in the ordinary course of business approximate ¥3,34 7 million 

($9,297 thousand). The company, or its subsidiaries, are defendants in several 

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

are without merit and, if decided adversely, will not involve sums considered 

material to the consolidated financial position or operating results of the 

company. 

The U. S . Treasury Department is presently investigating charges of 

"dumping" against several importers of Japanese television sets of which the 

company's U.S. subsidiary is one. The importers have been charged with selling 

television sets in the United States for less than the selling price in Japan 

which, if upheld, could result in additional import duties to the importers. 

The U.S. Bureau of Customs, an agency of the U.S. Treasury Department, has 

advised that based on its investigation, the company's subsidiary is not selling 

Sony television sets in the United States at less than the price of similar sets 

sold in Japan. Management and legal counsel are of the opinion that the charges 

are groundless as they relate to the company but, if decided unfavorably, there 

will be no material adverse effect on the company's financial position at October 

31, 1970 . 



PRicE WATERHousE & Go. 

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

SEMPAKU SHINKO BUILDING 

35 , SHIBA KOTOHIRACHO 

MINATO -KU, TOKYO 

January 22, 1971 

In our opinion, the accompanying consolidated balance sheet, 

the related consolidated statement of income and retained earnings and 

the consolidated statement of source and application of funds present 

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

and its consolidated subsidiaries at October 31, 1970, the results of 

their operations and the supplementary information on funds for the year 

then ended, in conformity with generally accepted accounting principles 

applied on a basis consistent with that of the preceding year . Our 

examination of these statements was 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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