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Financial Highlights
Victor Company of Japan, Limited

Millions of yen

Thousands of
U.S. dollars (Note A)

1999 1998 1997 1999
NET SAIES 1. ii ittt e e et e e e s atb e e e e s e raraeeas ¥946,617 ¥916,306  ¥890,373 $7,823,281
OVEBISBAS ... .vveeee it ittt et ettt e et ettt e e e e s et ae e e e s s iabasae e s sbbaeeeessbaseeeenans 566,551 526,285 484,394 4,682,240
DOMESHIC 11 vtreiiiiiiiee ettt e e e e e e e e e e e s e e e s aanes 380,066 390,021 405,979 3,141,041
NEL INCOME (I0SS). . +ceuveeureiiieieiiie ittt (8,315) (4,703) 4,586 (68,719)
Yen U.S. dollars (Note A)
Per share:
NEL INCOME (IOSS). ettt ettt ¥ (327) ¥ (185 ¥ 180 $ (0.27)
Cash dividends (NOtE B)......cccureeiieeeiiiieiiiei it 5.0 7.0 7.0 0.04
Thousands of
Millions of yen U.S. dollars (Note A)
StOCKNOIAErS” EQUILY ...evveeiiieeiiii e ¥232,162  ¥243,086 ¥250,418 $1,918,694
0] = = TSI £ T 588,001 624,050 603,920 4,859,512
Capital EXPENAITUIES ......vvvieeeiiiiiee i iciiiee e ebree e 28,815 36,651 31,652 238,141
Depreciation & amortization ..........cc.eeeeeeiiiieeeiiiiiieeesiiiieeeesiiiieeens 30,513 24,008 27,212 252,174

Notes: A. U.S. dollar amounts have been translated, for convenience only, at the exchange rate of ¥121 to US$1, the approximate rate prevailing on March 31, 1999.

B. Cash dividends represent amounts applicable to respective years.

Net Sales
(Billions of yen)

Net Income (Loss)
(Billions of yen)

Net Income (Loss) per Share

(Yen)

18.0

171

2.3

I (18.5) (32.7)
9%5 9% 97 98 99



4]

JVC is a world leader in audiovisual and

related software products. The Company is

being transformed from an audiovisual

innovator to A dlgltal SyStemS
i ntegr ator. its position as one of the

few companies in the world with large-scale

operationsin both
har dwar e and
SOftwaI' e, along with the innovative

technology that led to the development of
VHS, provides JVC with a competitive

advantage in the development of digital

C
Pl — systems. Based on these strengths, JVC

looks forward to A NNEW Stage Of
Professional Electronics 10 gr OWt h i n the
Components & Devices 12 m u I t i m m i a age.

Entertainment 13

President’s Message 42

5
Operational Outlook 6 - V

Consumer Electronics 7

Financial Information 15
Directory 31
Directors and Corporate Auditors 34

Corporate Data '35 JVC 1999 1



President’s Message

RE-VALUE 21—
IN TECHNOLOGY AND MEETING

JVC is positioning itself for explosive growth in the digital
era. Based on the corporate philosophy of enriching life
with sound and images, JVC will make every effort to
extend its position of leadership in the audiovisual field
into the 21st century.

Backed by advanced technology, the Company con-

tinues to promote product development centered on
core fields. Moreover, new product areas that maximize
the potential of digital technology are becoming addi-
tional sources of revenue. New functions that were unat-
tainable with analog technology are made possible with
digital technology in networking and systemizing prod-
ucts. JVC also takes full advantage of the flexibility
offered by digital technology in customization, striving to
enhance its customer-oriented marketing structure for a
more accurate response to customer needs. While
improving products and product proposals, JVC contin-
ues to reinforce its management foundation. During the
current term, we are making solid progress in prepara-
tion for the digital era, casting off 20th-century restraints
to build a more flexible management structure for the
next century.

In January 1998, JVC announced “Re-Value 21,” a
three-year plan to prepare the Company for vanishing
market boundaries, increasing globalization and digitiza-
tion, and expanding networks. Objectives include reeval-
uating the Company’s market position and technological
stance, clarifying core competencies, and selecting busi-
nesses and concentrating resources in areas of strength.

In January 1999, we established primary objectives for
the fiscal year ending March 31, 2000 in line with targets

illustrated in Re-Value 21. Efforts to achieve these goals
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are progressing on a Companywide basis, and call for
concentration of management resources in the four
strategies outlined below that symbolize JVC in the 21st

century.

FOCUS 1
we concentrate management
Fresources in areas of technological strength.

One of JVC’s greatest advantages is its accumulation of
advanced technologies. The Company developed the
VHS format for video systems and played a leading role
in the standardization of the Moving Picture Experts
Group (MPEG) format for data compression technology.
We are enhancing our strengths with selective invest-
ment in practical development projects. Products priori-
tized for development include the image light amplifier
(ILA) multimedia projector for household use, D-VHS tape
media, video-on-demand (VOD) multimedia systems,
next-generation wireless optical local area networks
(LANSs) and high-density build-up multilayer printed wiring
boards. In building a foundation for the digital era, we are
advancing the development of technology essential to
product development in three fields—media and devices,

computing and networks, and software.

LEADING THE DIGITAL ERA
CUSTOMER NEEDS

at the Company’s Production Engineering Laboratory.
Amid forecasts of robust demand due to rising environ-
mental awareness, we aim to develop this technology
into a business for new production facilities. Fully
utilizing miniaturization technology acquired through
development of the digital video camcorder (DVC), JVC
plans to enter the emerging market for mobile multi-
media devices. In addition, rapid expansion is expected
for office and home networks that transmit diverse data
containing images and sound on a multichannel and
interactive basis. Such networks are a promising new
business in creating an environment where information
can be obtained anytime and anywhere. With broad
experience accumulated in the entertainment business,
we are also developing a content creation business that

includes alliances with leading companies.

FOCUS 3
While bolstering our product lineup, we are rapidly
promoting the development of new

marketing techniques.

FOCUsS 2

While extending JVC's technological assets, we are
creating new businesses in
promising fields of growth and expanding

markets backed by our extensive experience.

JVC succeeded in the development of technology that

does not waste materials during CD molding processes

Proposal-based marketing places higher priority on
customer needs than conventional single-product ap-
proaches to sales. JVC meets directly with users to pro-
pose solutions through systemization and networking
with digital technology, service and support tailored to
the needs of each user, combinations of professional
and consumer products, and packaged services that
fuse hardware and software.

Our proposal-based marketing is also a strategic
response to intensifying price competition in hardware

products. JVC is gradually shifting its business focus to
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sources of higher profits in such areas as systems,
service and software. Based on customer-oriented mar-
keting, JVC is creating new value as one of the few
Japanese corporations with an edge in both hardware
and software.

While maintaining sales through current distribution
channels, we formed the Market Creation Division in
April 1999 to further boost profits as the first stage in the
development of cross-sectional and strategic marketing.
We perform proposal-based marketing for systems by

fusing all our technological divisions.

avc promotes the global development of
strategic regional businesses through a

system established in 1998 consisting of four overseas

m

regional headquarters.

At the U.S. headquarters, JVC devises comprehensive
strategies that include systems, components and soft-
ware, and expand its lineup of high-value-added prod-
ucts. In Europe, we continue to bolster the professional
electronics business with our strong brand recognition.
In Asia, we enhance marketing capabilities in the profes-
sional electronics and components businesses and
expand sales bases in the Middle East. In China, we
strengthen professional electronics, software and media

businesses.

While concentrating investment in these four fields of
focus, we aim to reinforce the management foundation
to support operations, including the closure of unprof-
itable businesses and facilities. While closures are

extremely difficult and detrimental in Japanese society,




JVC has positioned itself to take decisive action and
measures necessary to prosper as a global company
amid intensifying competition.

First, headquarters will be streamlined to formulate
and supervise Groupwide strategy for the creation of a
flexible organization. JVC continues to lower overall
costs. Fixed costs will be cut by more than 10% this
term. Through the introduction of full-scale supply chain
management, the Company also aims to maintain appro-
priate inventory levels with reductions of more than 10%
this term and further reductions of inventory during the
next term.

JVC is reviewing and withdrawing from unprofitable
operations. In Japan, we have already closed compo-
nents factories generating low profits. The Company
continues to manufacture high-value-added products in
Japan while disposing and restructuring excess do-
mestic production capacity and expanding overseas
production.

As part of restructuring, we dramatically downsized
the wholly owned subsidiary Largo Entertainment Inc. in
April 1999 by transferring its movie rights acquisition
business to JVC Entertainment, Inc., a wholly owned
subsidiary that specializes in distributing movies to the
Japanese market. In January 1999, we established the
Management Administration Office to strengthen consol-
idated management and increase profitability of the
entire Group. The office is responsible for guiding man-
agement and the early detection of unprofitable busi-
nesses through audits of subsidiaries and affiliated
companies.

To advance consolidated management on a global

scale, JVC is strengthening management at four

overseas regional headquarters. While lowering costs for
deploying Japanese employees overseas, we are foster-
ing regional managers and independent companies with
strong local ties. Increasing awareness in each region,
JVC rapidly promotes the localization of management,
marketing, products, strategy and development. We aim
to create a sound corporate foundation able to weather
exchange rate fluctuations.

JVC is also reviewing domestic marketing, and aims
to increase productivity more than 20% by improving
efficiency in the existing management structure and dra-
matically increasing the efficiency of mass marketing

sales routes.

During the current term, JVC is strengthening product
development and building a solid structure for the 21st
century by withdrawing from fields that are unsuitable for
the digital era. The Company is in position to stop a two-
term slide in profits, and aims to achieve consolidated
net sales of ¥950.0 billion and net income of ¥4.5 billion.
We thank our investors, customers and associates for

their continued support.

T e

Takeo Shuzui

President
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Operational Outlook

INTRODUCING PRODUCTS THAT

SNIRIGH TriAllE BUEUrZas
S[R3Z8N

HOME THEATER:
VHS/DVC DECK

MICRO MD COMPONENT SYSTEM
FLAT-SCREEN TV
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In Japan, commencement of full-blown digital broadcast satellite (BS) transmissions
in December 2000, followed by digitization of terrestrial broadcasts, will propel the
emerging digital era forward. Based on these developments, increased demand is
predicted in the digital audiovisual market. JVC is concentrating its accumulation of

advanced technologies, prioritizing distributi management resources and devel-

oping products for the new digital era. king advantage of systemizing and net-
working, the Company is restructuring marketing to more precisely meet customer
needs. The Company is also making the most of its strengths in combining hardware
and software. JVC is steadily preparing for the emergence of the digital era to ensure
the Company’s position as the preferred choice of customers for its product pro-

posals that thoroughly match needs, and to lead the industry in the audiovisual field.

As the developer of the VHS format that became the
wellspring for video, one of the greatest inventions in the
20th century, JVC has led the industry in proposing new
technology and promoting its adoption since introducing
the first VHS VCR in 1976. JVC recently followed up by
developing the D-VHS standard for the digital era. A
majority of manufacturers around the world are moving
toward adopting the standard, which is backward com-
patible with the analog VHS format.

Starting our advance toward the era of full-scale digi-
tal broadcasting, in 1997 D-VHS equipment went on sale
in the United States, the first country to kick off digital
broadcasting. In March 1999, the Company formed a tie-

up with Sony Corporation for the joint development of

next-generation D-VHS video decks enhanced with net-
working functions offered by iLink (IEEE 1394-compliant
interface). In July, these new decks were prepared for
commercialization as the first D-VHS products in Japan.
D-VHS decks will go on sale this year in Europe. Further
efforts are being applied to add D-VHS products with
more features to the lineup with our sights set on making
D-VHS a central part in the networking era.

Video camcorders have already digitized and recent
developments have taken this technology one step fur-
ther. Our mini DV camcorders have improved in line with
increased value placed on mobility and personalization—
world trends that have evolved in step with digitization.

Miniaturization has progressed toward achieving the

JVC 1999 7



goal envisioned by the catch phrase “movies that fit in
your pocket.” Our latest GR-DVX7 camcorder weighs a
mere 435 grams compared with the video camera that
weighed more than one kilogram. With still image cap-
turing as well as movie recording functions, we are
improving the image quality of our digital camcorders to
levels approximating that of conventional cameras.

A new era is coming to television displays as the
schedule to digitize all broadcasts in Japan by 2010 is
nearing completion. A bipolarization of the market is
foreseen between personal displays and large-scale dis-
plays with stunning image quality. JVC is beefing up its
lineup of large-scale displays for home theaters. Re-
ceiving high acclaim around the world, our wide-screen
televisions will be ready to meet the expected increase in
market demands. Based on our professional-use high-
quality large-screen D-ILA multimedia projector, the
Company will develop the home-use D-ILA projector. In
tie-ups with other companies, JVC is making improve-
ments to plasma display panel (PDP) wall-mounted tele-
visions as well.

Demand is expected to grow for DVD players for
home entertainment and for computer DVD-ROM drives.
JVC foresees the eventual commercialization of record-
able and playable DVD units, and aims to fully utilize the

respective advantages of both DVD and D-VHS in future

8 JVC 1999

products. JVC played a leading role in the creation of the
DVD-Audio 1.0 specification as a member of the DVD
Forum. Know-how gained in the establishment of DVD
standards will be applied to future product development.

High-fidelity audio, a JVC specialty, is an essential
element in realizing the full potential of home theaters.
High-quality audio has entered a period of full-blown
demand, as shown by more than six million shipments of
MD units. JVC continues to systemize MD technology.

Maximizing the potential of digital technology, JVC is
systemizing and networking digital-related products.
This fall, the Company will release personal digital
assistants (PDAs) that can connect to such portable AV
products as DVCs and MDs, and contain the basic com-
puter functions necessary for a mobile environment.
Amid the movement toward systemization, the Company
will enter the field of home servers in the near future.

A major key in networking consumer products is the
adaptation of professional-use optical wireless LANs to
home networks. To accelerate the realization of home
networks, JVC established HITS Laboratories, Inc. in
cooperation with a public research institution. Research
at the company includes high-capacity wireless optical
transmission methods featuring simple yet low cost per-

formance for multimedia devices in the home.



DIGITAL NETWORKED PRODUCTS:
DIGITAL VIDEO CAMCORDER
DIGITAL BROADCASTING AND
D-VHS VIDEOCASSETTE RECORDER
PORTABLE VIDEO PRINTER
PERSONAL DIGITAL ASSISTANT

JVC 1999 9



PROFESSIONAL ELECTRONICS:

REDEFINING INDUSTRY
BOUNDARIES AMID THE IMMINENT ARRIVAL

OF THE DIGITAL ERA

Business opportunities arising from the arrival of the dig-
ital era extend beyond the Consumer Electronics busi-
ness. The Professional Electronics business is also
preparing for a once-in-a-lifetime growth opportunity
that will redefine the face of the industry, especially in
the field of professional broadcasting equipment, which
accounts for 30% of total sales in the Professional Elec-

tronics business.

10 JVC 1999

DIGITAL BROADCASTING SYSTEMS:
DIGITAL-S VIDEO SYSTEM
DECODER

DVD ARCHIVE

Meeting the digital broadcasting era head-on, JVC
aims to bolster its product lineup to provide a single
package comprising all the systems that relate to broad-
casting. In addition to the Digital S series of D-9 compli-
ant professional cameras and studio recorders for
broadcasting, which have received high acclaim inter-
nationally, JVC has entered product fields that include

encoders, decoders and archives. The Company is



considering tie-ups with other companies for products it
does not handle.

Newly introduced product lines have also been well
received on the market. At the world’s largest broad-
casting equipment exhibition promoted by the National
Association of Broadcasters (NAB), our high-definition
encoders, small monitors and two other products were
once again voted the best in their categories by industry
journalists.

JVC’s encoders and decoders are based on technol-
ogy accumulated while the Company fulfilled a promi-
nent role in the technological innovation of MPEG
international standards for compressing and decom-
pressing digital data. Praised for their world-class high
image quality, small size and energy conservation quali-
ties ideal for mobility, our encoders and decoders were
delivered to four of the seven experimental terrestrial
digital broadcasting stations in Japan and to DIRECTV
Japan Management, Inc. for communications satellite
(CS) broadcasts. With the digitization of BS transmis-
sions to begin in December 2000, eight BS stations are
earnestly setting up equipment to be ready by next
spring. With the digitization of terrestrial broadcasting
expected to follow soon after, JVC is increasing the
number of marketing personnel with the aim of securing
a dominant share of the market.

DVD archives provide a solution to videotape storage
and maintenance problems at broadcasting stations.
Utilizing karaoke disc-changing technology, a forte of the
Professional Electronics business, our archives hold up
to 600 DVDs, resolving such problems as space and

searching.

In broadcasting-related fields, JVC is making efforts
that include system engineering in satellite video-on-
demand systems. These systems send image, music
and text data to large-scale displays installed at restau-
rants and other places using excess bandwidth of satel-
lite digital radio stations. McDonalds Japan has already
commenced trial services and plans to fully deploy the
system in the future. An effective advertising medium
that accurately targets customers, demand is high for
commercials and commercial frames that are shown in a
portion of a display during regular programming. As rev-
enues from advertising will cover most of the facility
expenses, family restaurants and record store chains are
enthusiastic about introducing the system. Expertly com-
bining hardware and software into packaged proposals
for this field, JVC is dedicated to developing this busi-
ness into a field of solid growth.

Digital technology also contributes substantially to the
field of security. Our digital network systems make
possible the storage of surveillance images on DVD,
eliminating the enormous cost associated with switching
videotapes in conventional systems. A major security
company that changes more than 10,000 videotapes
every two days throughout Japan has decided to employ
our system. The Company’s proposal for a system that
precisely matches customer needs was the deciding
factor in winning the order. Extraordinary growth is highly

anticipated for digital technology in the field of security.
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COMPONENTS & DEVICES:
CONTRIBUTING TO AN ADVANCED INFORMATION SOCIETY

ESS

becoming the third business pillar with the emergence of

~ the digital-mobile era. JVC is establishing reliability

HIGH-DENSITY
BUILD-UP
MULTILAYER PWB

The Components & Devices business has grown to win
the confidence of many clients all over the world through
a history of satisfying the needs of Consumer Electronics
and Professional Electronics markets. JVC is now the
world’s largest manufacturer of deflection yokes, the
essential component of CRTs for computer displays.
Also, unit shipments of our high-precision motors for
floppy and hard disk drives are maintaining double-digit
growth.

With these two product lines forming pillars of the
Components & Devices business, high-density build-

up multilayer PWBs (printed wiring boards) are fast

12 JVC 1999

throughout the world with innovative technologies such

as free inter-layer connection in PWBs, which was

' perfected through the development of DVC. Our high-

density build-up multilayer PWBs, well received for their
performance, quality and reliability, will meet the demand

or compactness and high density. World-leading note-

||

“book PC makers are employing JVC’s PWBs as the

motherboards in their products, while the world’s largest
communications equipment manufacturers are using this
product in mobile phones.

The demand for high-density PWBs is steadily ex-
panding as information and communication equipment
require increasingly higher density and frequencies
on an even smaller size. JVC is conducting large-scale
capital investment to consolidate production lines to
strengthen operations as one of the projects to precisely
meet demand. On the other hand, JVC is also looking
into Semiconductor Package Substrates, which con-
nect LSIs and high-density multilayer PWBs, as the next
market with a potential for fast growth.

The information and communications devices market
is bursting with expectations for spectacular growth. In
this field, superior components and devices will enhance
the value of end products. JVC is focusing efforts in this
area and aiming for higher growth backed by market-

leading products.



ENTERTAINMENT:

ACQUIRING CONTENT

FOR THE DIGITAL ERA

Demand is rapidly rising for high-quality content as
progress is made toward multiple-channel television in
Japan. In the audiovisual field, JVC is wholeheartedly
promoting the acquisition of rights to high-quality works.
The Company is also aggressively investing in the cre-
ation of multimedia content, a new field.

Amid a widening gap in sales between hit products
and runner-ups in the Japanese music field, JVC has
increased its ability to establish which works will receive
the support of customers with a balanced approach by
genre. Since 1995, the Company has selectively con-
centrated on boosting investment in hot sellers while
handling a wide range of works with diverse appeal. As
securing rights is a substantial forward-looking invest-
ment, JVC is continuously making concerted efforts to
expand profitability to sufficiently cover future invest-
ments. We are promoting reductions in costs while
preserving the ability to select successful works. Export

of works by Japanese artists to Southeast Asia is a

promising market. JVC is in position to pursue full-scale

development of this opportunity as it monitors negotia-

tions of the World Trade Organization (WTQO) concerning
copyright management.

In the visual field, the Company decided to acquire
the rights to famous artist and major entertainment
works last year. We aim to further improve investment
efficiency with JVC Entertainment Inc., a company re-
sponsible for the planning, production and purchase of
works targeted at the Japanese market. JVC will maxi-
mize its knack for discerning hit audiovisual products
based on analysis of data acquired from its Group dis-
tribution company, which has only one competitor in
Japan. In the visual field, the Company is examining
the creation of independent programming for multiple-
channel television.

In the multimedia field, we are bolstering our position
in game software. Although software made in Japan is
seldom distributed worldwide, game software exports
are expected to skyrocket. As a result, JVC is focusing
efforts on developing game software and pioneering

overseas markets.

Payback
©1999 Warner Bros.
All Rights Reserved.
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STRENGTHENING PROPOSAL-BASED :
MARKETING cArABILITIES 5

FOR DIGITAL AV NETWORKS
The digitization of audiovisual equipment and media is
fostering new needs and enabling the bidirectional flow
of information, blurring the distinction between con-
sumer and professional products. Customization of
products for specific applications in now possible, open-
ing up avenues to more accurately meet consumer
needs.

In April 1999, JVC established the Market Creation
Division to expand sales of high-value-added digital
products. It proposes systems centered on these prod-

ucts, including packaged products ranging from digital

video to personal computer software and projeg%él_’ pre-
sentation systems for untried corporate marl?ets and
information communications and software channels.

The Consumer Marketing Division is redoubling efforts
to create regional specialty stores that sell our high-
value-added products and improve relations with mass
retailers. The Professional Products & Systems Market-
ing Division aims to increase sales of advanced and
highly specialized systems by reinforcing its national net-
work of systems dealers and aggressively developing

user support.

In 1992, JVC proclaimed its fundamental policy on
the environment, and aims for sustainable develop-
ment while making efforts to preserve the global
environment in all business activities, as a corporate
citizen of the international community. In 1998, we
established Environmental Administration Divisions
that include the Environmental Protection Depart-
ment, the Environmental Management System Pro-
motion Department for acquisition of ISO 14001
certification, and the Recycling System Promotion
Department. All 14 of our domestic production facili-
ties have acquired ISO 14001 certification. JVC plans
to acquire the same certification for 12 overseas
bases by spring 2001. Five overseas bases have

already acquired certification.

In 1994, JVC preceded the industry in discontinu-
ing the use of specific chlorofluorocarbons, and, in
1997, terminating the use of chlorine-based organic
solvents. The Company has pioneered the develop-
ment of energy-saving products by setting targets
for reducing standby energy consumption of televi-
sions and VCRs. Technology for making products
smaller has also contributed to reductions in the
number of components, energy usage and raw
materials. In 1999, we developed the world’s first
halogen-free build-up multilayer printed wiring board
that contains negligible amounts of halogen, a
source of such harmful substance emissions as
dioxin. Based on these extensive accomplishments,
JVC will make every effort to continue leading the

industry in environmental technology.
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Five-Year Summary
Victor Company of Japan, Limited
Years ended March 31

Thousands of

Millions of yen U.S. dollars (Note A)
1999 1998 1997 1996 1995 1999
For the year
NEt SAES ....vvviiiiieeiiiee e ¥046,617 ¥916,306 ¥890,373 ¥806,551 ¥767,218  $7,823,281
OVEISEAS ..eoeivviieeiiiie i 566,551 526,285 484,394 409,358 408,879 4,682,240
DOMESTIC ...vvveeciiee e 380,066 390,021 405,979 397,198 363,339 3,141,041
CoSt Of SAlES ....eeivieiieciiece e 642,140 629,859 607,383 548,728 520,751 5,306,942
Selling, general and administrative
EXPENSES .ivieeiiiieeiieee et ebee e 305,698 276,431 271,482 252,815 246,547 2,526,430
Income (Loss) before income taxes
and minority iNterests ........cccvvveviieeiiennn, (3,671) 6,223 12,139 10,148 7,099 (30,339)
INCOME TAXES ..o 4,466 10,796 7,141 3,185 6,197 36,909
Net iNCOmME (I0SS) ..vvvvvvveiiiieiieeiie e (8,315) (4,703) 4,586 4,343 591 (68,719)
Depreciation & amortization..................... 30,513 24,008 27,212 28,475 30,333 252,174
Capital expenditures .........ccooeeiiiveeiinennns 28,815 36,651 31,652 30,479 28,151 238,141
R&D expenditures ........ccceevvveeiiiieeiineene, 41,660 37,649 39,563 38,500 36,274 344,298
Thousands of
Millions of yen U.S. dollars (Note A)
At year-end
Working capital .........coceevieeiiiieiiiieecien, ¥142,628 ¥124,305 ¥160,869 ¥123,357 ¥133,103  $1,178,744
Stockholders’ equity .....cvvveevieeiiiieeiiiieenns 232,162 243,086 250,418 247,891 242,745 1,918,694
Total @SSEtS.....ovvviiiieiiiiciiiec 588,001 624,050 603,920 561,654 520,699 4,859,512
Yen U.S. dollars (Note A)
Per share
Net income (I0SS) «..vvvveeveeeiiieceiiie e ¥ (327) ¥ (185 ¥ 180 ¥ 171 ¥ 23  $ (0.27)
Cash dividends (Note B) ......cccccccvvveeiinenns 5.0 7.0 7.0 5.0 — 0.04

Notes: A. U.S. dollar amounts have been translated, for convenience only, at the exchange rate of ¥121 to U.S.$1, the approximate rate prevailing on March 31, 1999.

B. Cash dividends represent amounts applicable to the respective years.
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Financial Review

Analysis of Income

For the fiscal year ended March 31, 1999, JVC’s consoli-
dated net sales totaled ¥946,617 million (US$7,823.3 mil-
lion), an increase of 3.3% from the previous fiscal year. By
category, Entertainment posted robust growth, while
Consumer Electronics and Components & Devices con-
tributed substantially to sales growth. Sales of Professional
Electronics, however, were lower compared with the previ-
ous fiscal year.

By geographic region, sales in Japan declined 2.6% to
¥380,066 million (US$3,141.0 million) on account of weak
consumption and a fall in public and private capital invest-
ment. Overseas sales rose 7.7% to ¥566,551 million
(US$4,682.2 million). Sales grew steadily in North America
and Europe. Sales in emerging markets in Asia, Russia and
Brazil, however, dropped sharply owing to lackluster eco-
nomic conditions started by currency crises in the fall of
1997. Sales advanced 11.3% in the Americas and 13.5%
in Europe, while decreasing 6.7% in Asia. The overseas
sales ratio increased 2.5 percentage points to 59.9%.

With an increasing overseas sales ratio, fluctuations in
the exchange rate had a greater impact on net sales. The
yen depreciated to ¥146 per US$1 in the first half of the
term under review, and appreciated from the fall to winter
to ¥108 at the beginning of 1999. Prices have been
reduced to raise competitiveness during periods of depre-
ciation, and price competition persisted throughout peri-

ods of appreciation. Recognizing the urgency of this situa-
tion, the Company is building a strong corporate founda-
tion to minimize the effect of exchange rate fluctuations.

To lower its exposure to intense price competition
throughout the world for conventional audiovisual prod-
ucts, JVC aimed to boost its lineup of high-value-added
products in Consumer Electronics and increase the contri-
bution of Professional Electronics, Components & Devices
and Entertainment businesses to net sales. However, the
sales ratio of non-Consumer Electronics businesses
decreased 0.8 percentage point to 35.3% on account of a
drop in domestic private capital investment and a decline
in sales of Professional Electronics due to the lackluster
karaoke industry. The sales ratio of high-value-added con-
sumer electronics, however, climbed 4.0 percentage points
to 20%. The sales performance of each business was as
follows.

Sales of Consumer Electronics expanded 4.6% to
¥612,340 million (US$5,060.7 million), representing 64.7%
of net sales, an increase of 0.8 percentage point. Although
sales of conventional products were adversely affected by
sluggish domestic consumer spending and price competi-
tion, demand for such high-value-added products as DVC,
S-VHS ET and car audio systems was strong.

Sales of Professional Electronics fell 9.4% to ¥107,642
million (US$889.6 million), or a decline of 1.6 percentage
points to 11.4% of net sales. Overseas, demand was

NET SALES BY CATEGORY
(Millions of yen)
Consumer Professiqnal Compor\ents Entertainment Other Total
Electronics Electronics & Devices
612,340 107,642 73,693 148,934 4,005 946,617
1999
64.7% 11.4% 7.8% 15.7% 0.4% 100%
585,245 118,783 70,843 136,702 4,730 916,306
1998
63.9% 13.0% 7.7% 14.9% 0.5% 100%
Change 4.6% (9.4)% 4.0% 8.9% (15.3)% 3.3%
VCRs, camcorders, Professional-use Components for use | Audio and visual Interior furniture
videotapes, and educational-use | in computer software including
televisions, systems, displays, CDs, DVDs and
Major stereo systems, information systems, | video heads, videotapes
Products car audio systems, karaoke systems motors and
CD radio cassette and projectors build-up multilayer
tape players and printed wiring boards
telephones
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robust for ILA presentation systems and favorable for pro-
fessional video systems. In Japan, sales dropped on
account of a fall in capital investment in the private sector
and lackluster sales in the karaoke industry.

Sales of Components & Devices increased 4.0% to
¥73,693 million (US$609.0 million), accounting for 7.8% of
net sales, up 0.1 percentage point. On a volume basis,
sales surged for such core products as motors and deflec-
tion yokes. A drop in prices, however, led to sales approxi-
mately the same as the previous fiscal year. Sales in the
fast-growing business for high-density build-up multilayer
printed wiring boards skyrocketed almost three times
higher than the previous year.

Sales in the Entertainment business climbed 8.9% to
¥148,934 million (US$1,230.9 million), a 0.8 percentage
point increase to 15.7% of net sales. Sales of CDs in
Japan recorded new highs on account of four albums
breaking through the million unit mark. Sales of the video
Titanic also contributed substantially to the increase in
sales.

Although net sales rose 3.3%, cost of sales was down 0.9
percentage point to 67.8% owing to lower costs and favor-
able exchange rates.

Selling, general and administrative (SG&A) expenses to
net sales increased 2.1 percentage points to 32.3%.
Although reductions in fixed costs are progressing through
Companywide efforts, sales promotion expenses have in-
creased dramatically alongside price competition.

An operating loss of ¥1,221 million (US$10.1 million)
was recorded. By segment, operating losses were
recorded in the Americas and Asia on account of worsen-
ing market conditions in Latin America, a downtrend in
movie operations in the United States and weak sales in
emerging markets.

An unrealized gain from appreciation of trading securi-
ties was registered in other income. Marketable securities
held by a subsidiary in the United States were revalued.
Other expenses included a loss incurred to strengthen
operations in China, an exchange rate loss at a subsidiary
in Brazil from a drop in the real, and a loss from downsizing
a music production and sales subsidiary in the United
States.

Net interest expense (interest expense plus interest and
dividend income) was ¥5,972 million (US$49.4 million), an
increase of ¥2,663 million due to a rise in interest-bearing
debt.

Loss before income taxes and minority interests
amounted to ¥3,671 million (US$30.3 million). Income
taxes totaled ¥6,443 million (US$53.2 million), of which
¥1,977 million was carried forward to the next fiscal year
through tax-effect accounting. As a result, a net loss of
¥8,315 million (US$68.7 million) was recorded. Net loss per
share of common stock was ¥32.7 (US$0.27). Cash divi-
dends applicable to the year were ¥5.0 (US$0.04).

Cash Flow Analysis

Capital expenditures during the year were ¥28,815 million
(US$238.1 million), lower than depreciation and amortiza-
tion of ¥30,513 million (US$252.2 million).

Net cash provided by operating activities was virtually
the same as the previous fiscal year. Although this term’s
net loss and a decrease in notes and accounts payable
accounted for a decrease in cash, these factors were
offset by an increase in depreciation and amortization
due to aggressive investment in the previous term, a de-
crease in notes and accounts receivable and a decrease in
inventories.

Net cash used in investing activities decreased to
¥12,943 million (US$107.0 million) on account of holding
capital expenditures within depreciation and amortization
and a decrease in marketable and investment securities.

Net cash provided by financing activities remained rel-
atively unchanged from the previous term. Efforts were
made to decrease short-term bank loans and acquire long-
term stable funds through an issuance of bonds.

As a result, cash at end of the year increased ¥9,740
million (US$80.5 million) to ¥80,888 million (US$668.5
million).

Financial Position

Total assets decreased ¥36,049 million (US$297.9 million)
to ¥588,001 million (US$4,859.5 million) as a result of ef-
forts to reduce assets to improve asset efficiency.
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Total current assets declined ¥26,770 million (US$221.2
million) owing to a reduction in inventories and a decrease
in notes and accounts receivable. Total current liabilities fell
¥45,004 million (US$371.9 million) due to decreases in
bank loans and notes and accounts payable. As a result,
working capital rose ¥18,234 million to ¥142,628 million
(US$1,178.7 million). The current ratio improved from 1.44
to 1.59.

Interest-bearing debt advanced ¥4,602 million to
¥165,811 million (US$1,370.3 million) owing to an increase
in the number of consolidated subsidiaries. In considera-
tion of the Company’s financial position, bank loans were
decreased and direct procurement of funds was increased.

Stockholders’ equity fell ¥10,924 million to ¥232,162
million (US$1,918.7 million) as a result of allocation of re-
tained earnings following the net loss during the term. As
the reduction in liabilities was greater than the decline in
stockholders’ equity, stockholders’ equity as a percentage
of total assets was 39.5% compared with 39.0% in the
previous fiscal year. Stockholders’ equity per share was
¥913.20 (US$7.55).

Year 2000 Preparations
JVC recognizes the seriousness of the Year 2000 (Y2K)
problem, and is promoting Y2K readiness primarily through
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the Committee for Year 2000 Problems. The Committee
comprises five smaller committees representing products,
information systems, production materials, production
facilities and buildings. Duties include checking the status
of current preparations, execution of preparations, in-
house and affiliate awareness programs and the formation
of a risk management plan for contingencies. Progress is
reported to Company management and conferences are
held concerning preparations as necessary.

A review of all Company products sold since January
1992 for Y2K compliance has been completed. Information
regarding products that require attention is available on the
Company’s web site and from other sources. Ongoing
preparations of in-house information systems began in
1996 and are scheduled for completion in August 1999.
Primary Group companies in Japan and overseas are also
implementing similar preparations. Preparations of other
production facilities, production materials and buildings are
underway with completion planned for September 1999.

While it is difficult to pin down Y2K costs, expenditures
of ¥2,700 million are allocated for the Group, including in-
house preparation costs. Approximately 70% of this
amount has been accounted for up to the fiscal year under
review. These expenditures are not expected to adversely
affect future business performance.
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Consolidated Statements of Operations
Victor Company of Japan, Limited
Years ended March 31, 1999, 1998 and 1997

Thousands of

Millions of yen U.S. dollars (Note 1)
1999 1998 1997 1999
Netsales .........ccooooiiiii ¥946,617 ¥916,306  ¥890,373 $7,823,281
Costs and expenses:
COSt Of SAIBS ...vvviiieiciiiee e 642,140 629,859 607,383 5,306,942
Selling, general and administrative EXpenses .........cccvvvvevivveennen. 305,698 276,431 271,482 2,526,430
947,838 906,290 878,865 7,833,372
Operating inCome (I0SS) ............cccccuviiiiiiiiiii i (1,221) 10,016 11,508 (10,091)

Other income (expenses):

Interest and dividend INCOME .........ovevveeeieieeiieeeeeeeeeeeeeann 2,407 1,937 2,418 19,893
Unrealized gain from appreciation of trading securities ............... 2,325 — — 19,215
Equity in income of affiliated companies (Note 6) ..........cc.cccouve.. 453 295 1,754 3,744
INTErEST EXPENSE. ... eiiiiiiiie e (8,379) (5,246) (4,864) (69,248)
Gain on sales of investment securities ........cccvvvveeeeieeeeiis 530 893 34 4,380
Loss on liquidation of sSubSIdIArES.........cccoevivieeeiiiiiiiee i, (2,293) — (364) (18,950)
Loss from financial support of affiliated companies..................... (1,122) (1,356) (1,022) (9,273)
ReStructuring Charges.......cuveeiiveeeiiiec e se e (537) (2,063) — (4,438)
(@)1 T A 0 1<) PP POPTO 4,166 1,747 2,676 34,429

(2,450) (3,793) 631 (20,248)

Income (Loss) before income taxes
and minority interests.................cccoiii (3,671) 6,223 12,139 (30,339)

Income taxes (Note 7):

CUITENT .ttt e e e et e e e erae e e eaae e e e raeeeeneeas 6,443 7,488 6,624 53,248
DETEITEA ...t (1,977) 3,308 517 (16,339)
4,466 10,796 7,141 36,909
Income (Loss) before minority interests ......................cc....o.. (8,137) 4,573) 4,998 (67,248)
Minority interests ..............ccooiiiiiii (178) (130) 413) (1,471)
Net income (I0SS) ........cccoooveiiiiiiiiiiic e ¥ (8,315) ¥ (4,703) ¥ 4,586 $ (68,719)
Yen U.S. dollars (Note 2)
Amounts per share of common stock:
NET INCOME (I0SS) - .vveeiiiieeiiiee e ¥ (327) ¥ (185 ¥ 180 $ (0.27)
Diluted NELINCOME ..o — — 17.2 —
Cash dividends applicable to the year ..........ccccovvvveevieciiineeinnnn, 5.0 7.0 7.0 0.04

See accompanying notes.
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Consolidated Balance Sheets
Victor Company of Japan, Limited
March 31, 1999 and 1998

Thousands of

Millions of yen U.S. dollars (Note 1)
Assets 1999 1998 1999
Current assets:
(072 TS I PRSPPI ¥ 80,888 ¥ 71,148 $ 668,496
Marketable securitieS (NOtE 5).....ccvvvveiiieiiiie e 12,395 15,360 102,438
Notes and accounts receivable:
= o PP 117,778 124,618 973,372
Unconsolidated subsidiaries and affiliated companies............cccocevveeeenns 1,012 2,305 8,364
Allowance for doubtful aCCOUNTS.........cuviiiiiiiiiiie e (5,024) (3,637) (41,521)
INventories (NOteS 4 and ) ......vveeeiiiiiiiiec e 128,579 149,625 1,062,636
Deferred INCOME TAXES . .vvvii et ittt 19,111 18,323 157,942
Other CUIMENT SSETS ...iiiiiiiiiiii ettt s et e e s abae e e e e 28,613 32,380 236,471
TOTAl CUIMENT ASSEIS..uuvuiiieiiii e 383,352 410,122 3,168,198
Investments and advances:
Investments in and advances to unconsolidated subsidiaries and
affiliated COMPANIES .....ciiiiiiiiieie e 9,403 16,441 77,711
Other (NOtES 5 AN ) ...ooiiiviieiiiecieee e 23,988 27,361 198,248
Total investments and adVANCES............uvvvviiiiieieeeeeeeeeeeeeeee e 33,391 43,802 275,959
Property, plant and equipment:
7= T [PPSR 30,677 30,337 253,529
BUIIAINGS .+ttt e e e e as 110,020 106,536 909,256
Machinery and equipment (NOte 9) .......oeoviveiiiieiiie e 244,871 243,828 2,023,728
CONSHIUCTION IN PrOGIESS . eiivvreeiiiiesitieesiieeeeiee e sitee e e sae e e sveeesaeeesnraeeesnaeeeans 7,340 11,880 60,661
392,908 392,581 3,247,174
Less accumulated depreCiation ............eeeoiiiiieeiiiiiiiie e, 272,219 265,541 2,249,744
Net property, plant and equiPMENT .........eeeiiieeiiiiieiie e 120,689 127,040 997,430
Deferred iNCOME taXeS ...........oovviiiiiiiiiiiiii e 16,913 15,922 139,777
Other @SSEES ........oooiiiiiiiiiii ettt 15,100 15,733 124,793
Foreign currency translation adjustments ............................... 18,556 11,431 153,355
¥588,001 ¥624,050 $4,859,512

See accompanying notes.
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Millions of yen

Thousands of

U.S. dollars (Note 1)

Liabilities and stockholders’ equity 1999 1998 1999
Current liabilities:
Bank 10ans (NOE 8) .....eeiiiiiieiiiee et ¥ 61,052 ¥ 69,883 $ 504,562
Current portion of long-term debt (NOte 8)......oovivveiiiiiiiiiiieieeee e, 15,733 20,431 130,025
Notes and accounts payable:
= o PRSP 112,278 133,233 927,917
(7010151 10w ({o) IR 3,100 5,557 25,620
Unconsolidated subsidiaries and affiliated companies............cccccovveeeennns 7,517 11,402 62,124
Accrued iNCOME taxes (NOTE 7)....uieiiiieeiiiee it 3,771 5,895 31,165
Accrued expenses (NOLE 9)....vviiiuie it 19,827 20,450 163,860
Other current IabIlIIES ... ...veeiveiivee e 17,446 18,877 144,182
Total current lIAbIlIES ....ecccvveee e 240,724 285,728 1,989,455
Long-term debt (Notes 8 and 9) ........cceevviiiiiiiiieiiec e 89,026 70,895 735,752
Employees’ retirement benefits ..................ccooo i, 21,037 19,718 173,859
Other long-term liabilities ....................ccccooc i 874 1,058 7,223
Minority interests ..............cccvviiiiii 4,178 3,565 34,529
Contingent liabilities (Note 10)
Stockholders’ equity (Note 11):
Common stock, par value ¥50 per share;
Authorized—800,000,000 shares
Issued—254,230,058 ShArES .......ccciiiuvriieiiiiiiiee e i e e e e ssiraeae e 34,115 34,115 281,942
Additional Paid-in CAPItAl.........eeiieiee i 67,216 67,216 555,504
Retained €arNiNGS ......veviiiiie it 130,832 141,784 1,081,256
232,163 243,115 1,918,702
Treasury StOCK, At COST....iiuiiiiiiiiiiie e (1) (29 (8)
Total StockNOIAErS’ EQUILY .....c.vvvieeeeiiiiiee et 232,162 243,086 1,918,694
¥588,001 ¥624,050 $4,859,512
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Consolidated Statements of Stockholders’ Equity
Victor Company of Japan, Limited
Years ended March 31, 1999, 1998 and 1997
Millions of yen
Shares of Additional
common stock Common paid-in Retained
(thousands) stock capital earnings
Balance at March 31,1996 ................ccccooiiiiiiiiiii e, 254,205 ¥34,114 ¥67,163 ¥146,619
NEL INCOME ... et — — — 4,586
Adjustment due to merger with an unconsolidated
SUDSITIANY ettt — — — 124
Adjustment due to change in number of
consolidated sUbSITIANES .......cvvvveeeiiiiiee e — — — (263)
Common stock issued upon conversion of bonds ..................... 24 1 58 —
Cash dividends paid (¥7.5 per share) ........cccccevvvveeviieeiiiine i — — — (1,907)
Bonuses to directors and statutory auditors...........cccccveveienneee. = — — (71)
Balance at March 31,1997 ..., 254,229 ¥34,115 ¥67,216 ¥149,088
NEEIOSS vttt = = = (4,703)
Adjustment due to change in number of
consolidated SUDSITIANES .......vveeiiveeeiiie e — — — (877)
Adjustment due to change in number of
affiliated COMPANIES .....eooiiiiiiiiie e — — — 97)
Common stock issued upon conversion of bonds ...........c......... 1 0 0 —
Cash dividends paid (¥8.0 per share) .........ccccovvveeiiieeiiiieniienns = = = (2,033)
Bonuses to directors and statutory auditors.........eeveeeeeeeiiiiiiiin, — — — (94)
Balance at March 31,1998 ..., 254,230 ¥34,115 ¥67,216 ¥141,784
NEE IOSS ittt e - - - (8,315)
Adjustment due to change in number of
consolidated SUDSITIANES .........veeiiivieiiiiee e - — — (647)
Adjustment due to change in number of
affiliated COMPANIES ....c.vvvveee i - — — (119)
Cash dividends paid (¥7.0 per share) .........cccccevveeviieesiiinesiinnns - - - (1,779)
Bonuses to directors and statutory auditors..........cccceveeviveeennen. — - - (92)
Balance at March 31,1999 ................cccoiiiiiiiii e, 254,230 ¥34,115 ¥67,216 ¥130,832
Thousands of U.S. dollars (Note 1)
Additional
Common paid-in Retained
stock capital earnings
Balance at March 31,1998 ............cccocooueioeeeeeee e, $281,942 $555,504  $1,171,769
NEE 0SS 1ttt e — - (68,719)
Adjustment due to change in number of
consolidated SUDSITIANES .........veeiiivieeiiiieiiie e - - (5,347)
Adjustment due to change in number of
affiliated COMPANIES .....vvviiiiee e - - (984)
Cash dividends paid ($0.06 per Share) ..........cocevvvevveeeeveeeveesienn. — — (14,703)
Bonuses to directors and statutory auditors..........cccceveeviveeennee. — — (760)
Balance at March 31, 1999 ..........oooiiiiieieeeeeee e, $281,942 $555,504  $1,081,256

See accompanying notes.
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Consolidated Statements of Cash Flows
Victor Company of Japan, Limited
Years ended March 31, 1999, 1998 and 1997

Thousands of

Millions of yen U.S. dollars (Note 1)
1999 1998 1997 1999
Cash flows from operating activities:
NEL INCOME (I0SS) .vvveiiiiee it ¥ (8,315) ¥ (4,703) ¥ 4,586 $ (68,719)
Adjustments to reconcile net income to net cash provided
by operating activities:
Depreciation and amortization ............cccveeeeiiivieeeiciiiieee e 30,513 24,008 27,212 252,174
Unrealized gain from appreciation of trading securities ........... (2,325) — — (19,215)
Equity in income of affiliated companies ...........ccccceeevveeiiieens (453) (295) (1,754) (3,744)
Loss (Gain) on disposal of property, plant and
EUIDMENT, NET ..o (1,087) 199 (180) (8,983)
Loss from financial support of affiliated companies................. — — 529 —
Deferred iINCOME taXES.......uvveiiiiiirieeec e (1,977) 3,755 (67) (16,339)
Bonuses to directors and statutory auditors ............ccceeeievnens (92) (94) (71) (760)
Changes in operating assets and liabilities:
Decrease (Increase) in notes and accounts receivable............ 13,423 (2,074) (9,6606) 110,934
Decrease (Increase) in iNVENTONES .......veivveeiiieeeiiieeeiiee e 17,012 (20,689) 13,695 140,595
Decrease (Increase) in other current assets ...........ccccveeeeeenneee, 4,449 (5632) (1,549) 36,768
Increase (Decrease) in notes and accounts payable................ (30,241) 15,108 (9,607) (249,926)
Increase (Decrease) in accrued iNCOME taxes........coovvveevinneenns (2,144) 1,420 1,079 (17,719)
Increase (Decrease) in other current liabilitieS...........ccccveviieenns 1,788 2,448 (290) 14,777
L) 1T R 1,027 2,068 3,179 8,488
Net cash provided by operating activities ............................. 21,578 20,619 27,106 178,331
Cash flows from investing activities:
Capital EXPENAITUIES ....veeei it (28,815) (36,651) (81,552) (238,141)
Proceeds from sales of fixed aSSetS......ccevviviiiiiiiiiie e 5,382 2,027 1,834 44,479
Decrease (Increase) in marketable securities...........cocveviveiiiennns 6,366 (1,776) 4,019) 52,612
Decrease (Increase) in investment SecuritieS ..........cocvevieeeiiieenns 2,203 3,079 (8,366) 18,207
Decrease (Increase) in investment in and advances to
non-consolidated subsidiaries and affiliated companies............. 209 4,137) 151 1,727
(01 0= PP PSP 1,712 754 3,285 14,149
Net cash used in investing activities ........................cc.cccn (12,943) (36,704) (89,167) (106,967)
Cash flows from financing activities:
Proceeds from long-term 10ansS..........cooeeiiieeiiiie i 6,526 = 1,813 53,934
Repayments of Iong-term 10ansS .........ccovveiieeiiiie i (7,830) (2,572) (3,697) (64,711)
Proceeds from issuance Of DONAS ........eeeiiieeiiiiiiiiiiiieiiee e 30,094 = 40,000 248,711
Repayments of DONAS.......c.uviiiiiiiiiic e (20,431) (1,494) (5,827) (168,851)
Increase (Decrease) in short-term bank loans .........ccccccoecvveeeeens (1,536) 13,357 (551) (12,694)
Increase (Decrease) in Commercial PaPEr.......covvveeivveiiiieeeiiiieens (3,612) (6,869) 3,662 (29,851)
Cash diVIAeNdS PaIA .......ecvveiireiiicie e (1,779) (2,033) (1,907) (14,703)
Net cash provided by financing activities ................................ 1,432 389 33,493 11,835
Effect of exchange rate changes oncash ............................. (2,193) 567 1,452 (18,124)
Effect of changes in number of consolidated subsidiaries
and companies accounted for based on equity method ....... 1,866 1,480 634 15,421
Net increase (decrease)incash ................cccccoeviiviii e, 9,740 (13,649) 23,518 80,496
Cash at beginning of theyear ....................cccccoovi i, 71,148 84,797 61,279 588,000
Cashatendoftheyear ..................coocveiiiiiiiiiic e ¥ 80,888 ¥ 71,148 ¥ 84,797 $ 668,496

See accompanying notes.
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Notes to Consolidated Financial Statements

Victor Company of Japan, Limited
Years ended March 31, 1999, 1998 and 1997

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL
STATEMENTS

Victor Company of Japan, Limited (the “Company”) and its consoli-
dated domestic subsidiaries maintain their accounts and records in ac-
cordance with the provisions set forth in the Japanese Commercial
Code and the Securities and Exchange Law and in conformity with ac-
counting principles and practices generally accepted in Japan, which
are different from the accounting and disclosure requirements of
International Accounting Standards. The accounts of overseas consoli-
dated subsidiaries are based on their accounting records maintained in
conformity with generally accepted accounting principles and practices
prevailing in the respective countries of domicile.

The accompanying consolidated financial statements are a transla-
tion of the audited consolidated financial statements of the Company
which were prepared in accordance with accounting principles and
practices generally accepted in Japan from the accounts and records
maintained by the Company and its consolidated subsidiaries and were
filed with the Ministry of Finance (“MOF”) as required by the Securities
and Exchange Law.

In preparing the accompanying consolidated financial statements,
certain reclassifications have been made in the consolidated financial
statements issued domestically in order to present them in a form
which is more familiar to readers outside Japan. The consolidated
statements of cash flows have been prepared for the purpose of inclu-
sion in the consolidated financial statements, although such statements
are not customarily prepared in Japan and are not required to be filed
with MOF.

The translation of the Japanese yen amounts into U.S. dollars are in-
cluded solely for the convenience of the reader, using the prevailing ex-
change rate at March 31, 1999, which was ¥121 to U.S.$1.00. The
convenience translations should not be construed as representations
that the Japanese yen amounts have been, could have been, or could
in the future be, converted into U.S. dollars at this or any other rate of
exchange.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation

The consolidated financial statements include the accounts of the
Company and its significant subsidiaries. All significant intercompany
transactions and accounts have been eliminated.

Investments in certain unconsolidated subsidiaries and affiliated
companies are, with minor exceptions, stated at their underlying net
equity value after elimination of unrealized intercompany profits and
losses. The Company’s investments in its remaining subsidiaries and af-
filiated companies are immaterial in the aggregate, and are stated at
cost or less.

The differences between acquisition cost and underlying net equity
at the time of acquisition are generally being amortized on the straight-
line method over five years.

24 JVC 1999

Foreign currency translation

Current assets and liabilities denominated in foreign currencies are
translated into Japanese yen at exchange rates prevailing at the bal-
ance sheet dates, and non-current assets and liabilities denominated in
foreign currencies are translated at historical exchange rates. Resulting
exchange gains or losses are credited or charged to income for the
respective periods. Foreign currency items with forward exchange con-
tracts are translated at the contracted rates. Gains on long-term for-
ward exchange contracts are allocated to income over the life of the
forward exchange contract. The related tax effect on the gains is also
recognized.

Translation of foreign currency financial statements
In accordance with the Accounting Standards for Foreign Currency
Translations, assets and liabilities are translated at exchange rates pre-
vailing at the balance sheet dates. Stockholders’ equity is translated at
historical exchange rates.

Revenue and expenses are translated at the average exchange
rates during the respective years.

Differences resulting from translation of the balance sheet of foreign
consolidated subsidiaries are debited or credited to “foreign currency
translation adjustments” in the accompanying balance sheets.

Inventories
Inventories are stated at cost, which is determined by the average cost
method, or less.

Marketable securities and investment securities

Securities quoted on stock exchanges are stated at the lower of mov-
ing average cost or market. All other securities are valued at cost or
less, reflecting write-downs based on impairment of the underlying eg-
uity. Securities held by the consolidated subsidiaries in the United
States are accounted for based on the Statement of Financial
Accounting Standards No. 115, Accounting for Certain Investments in
Debts and Equity Securities.

Property, plant and equipment
Property, plant and equipment is stated at cost. Depreciation is com-
puted primarily by the declining-balance method based on the
estimated useful lives of the assets.

The ranges of useful lives for computing depreciation are generally
as follows:

BUIIAINGS + e 20 to 50 years
Machinery and equipmMent.......c.ooovveiveiieniieiieiieeeens 310 7 years

Expenditures for maintenance and repairs are charged to income as
incurred.

Finance leases

Finance leases, except those leases for which the ownership of the
leased assets is considered to be transferred to the lessee, are ac-
counted for in the same manner as operating leases.



Research and development
Research and development expenditures for new products or improve-
ment of existing products are charged to income as incurred.

Income taxes

Current income taxes are provided for the amounts currently payable
for each year based on taxable income. Deferred income taxes are
provided on significant temporary differences between income for finan-
cial reporting purposes and income for taxation purposes. No provision
for income taxes is made on undistributed earnings of foreign sub-
sidiaries and affiliated companies as the Company considers that such
earnings are permanently reinvested.

Employees’ retirement benefits and pension plans

The Company has funded pension plans and unfunded benefit plans to
provide retirement benefits for substantially all employees. Approximate-
ly 85% of total retirement benefits for employees is covered by funded
pension plans.

Upon retirement or termination of employment for reasons other
than dismissal for cause, eligible employees are entitled to lump-sum
and/or annuity payments based on their current rates of pay and length
of service.

Employees’ retirement benefits is principally stated at 40% (100%
for certain employees whose age reached 55) of the amount which
would be required to be paid (less the amount which is expected to be
covered by the pension plans) if all eligible employees voluntarily termi-
nated their employment at the balance sheet date, plus the unamor-
tized balance of certain previously accumulated amounts.

Costs with respect to the pension plans are funded as accrued in an
amount determined actuarially. Prior service costs are being funded
over 10 years and the resultant charges to income are offset by amorti-
zation of the excess amount of employees’ retirement benefits which is
expected to be covered by the pension plans.

Certain of the consolidated subsidiaries also have employees’ retire-
ment benefit plans and funded pension plans similar to those of the
Company.

Amounts per share of common stock
The computation of net income per share is based on the weighted av-
erage number of shares of common stock outstanding during each
year.

Cash dividends per share represent the actual amount declared as
applicable to the respective years.

Reclassifications

Certain prior year amounts have been reclassified to conform to 1999
presentation. These changes had no impact on previously reported re-
sults of operations or shareholders’ equity.

3. TRANSACTIONS WITH MATSUSHITA ELECTRIC
INDUSTRIAL CO., LTD.

The Company is a subsidiary of Matsushita Electric Industrial Co., Ltd.
(“Matsushita”). The Company’s relationship with Matsushita dates back
to 1954, when Matsushita acquired a controlling equity interest in the
Company. Since then, the Company has pursued an independent
management policy in all aspects of its operations based on the
principle of “mutual development through competition.” There is no re-
lationship of financial assistance between the two companies. Each
company has a right of access to the technology developed by the
other. At March 31, 1999, Matsushita held 133,227 thousand shares of
common stock of the Company, 52.40% of the total outstanding
shares.

Main account balances with Matsushita at March 31, 1999 and
1998 were as follows:

Thousands of

Millions of yen U.S. dollars

1999 1998 1999
Due from Matsushita ..........c..c..cv..... ¥ 167 ¥ 112 $ 1,380
Due to Matsushita .............eevvevvennnnns 3,011 3,238 24,884

Sales to and purchases from Matsushita for the years ended March
31, 1999, 1998 and 1997 were as follows:

Thousands of

Millions of yen U.S. dollars
1999 1998 1997 1999
Net sales.......cccceeeviivnnnenn. ¥ 1,352 ¥ 1,125 ¥ 1,558 $ 11,174
Net purchases................. 30,558 33,225 34,965 252,545
4. INVENTORIES
Inventories at March 31, 1999 and 1998 were as follows:
Thousands of
Millions of yen U.S.dollars
1999 1998 1999
Finished goods..........ccccvvvviinenn ¥ 87,851 ¥101,254 $ 726,041
Work in process ........cccccevuvvveee... 17,834 20,681 147,388
Raw materials and supplies........ 22,894 27,690 189,207
¥128,579 ¥149,625 $1,062,636

5. MARKETABLE EQUITY SECURITIES

The aggregate book value, market value and unrealized gains pertain-
ing to marketable equity securities included in “marketable securities”
and “investments and advances — other” in the accompanying consol-
idated balance sheets at March 31, 1999 and 1998 were as follows:

Thousands of

Millions of yen U.S.dollars
1999 1998 1999
Marketable securities:
Book value........cccovveeiiiieiiiinenn ¥ 2689 ¥ 112 $ 22,223
Market value ...........ccccoeeeeeeeennn. 2,898 513 23,950
Unrealized gainS.........cceeevviiininnns ¥ 209 ¥ 401 $ 1,727
Investments and
advances—other:
Book value........ccooovvviiieiiiiiiiinns ¥10,137 ¥10,484 $ 83,776
Market value .........ccocvvveeeeeiiinnns 21,112 19,737 174,479
Unrealized gains..........cccveevveeenne ¥10,975 ¥ 9,253 $ 90,703

6. EQUITY IN INCOME OF AFFILIATED COMPANIES

In accordance with the new disclosure requirements effective from the
year ended March 31, 1999, equity in income of affiliated companies is
included in other income (expenses). Prior year amounts, which were
presented between income taxes and net income (loss), have been re-
classified to conform to the 1999 presentation.
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7. INCOME TAXES

Income taxes in Japan consist of corporation, enterprise and inhabi-
tants taxes. The Company and its domestic consolidated subsidiaries
are subject to the income taxes referred to above which, in the aggre-
gate, resulted in normal effective tax rates of approximately 48% for the
year ended March 31, 1999 and 51% for the years ended March 31,
1998 and 1997. Foreign subsidiaries are subject to income taxes of the
countries in which they domicile. The actual effective tax rates differ
from the normal effective rate mainly because of (1) tax reductions for
dividend income received from Japanese companies and (2) expenses
not deductible for income tax purposes.

8. SHORT-TERM BANK LOANS AND LONG-TERM DEBT

Short-term bank loans of certain of the Company’s consolidated sub-
sidiaries consist of notes maturing generally in three months. The ap-
plicable annual interest rates on short-term bank loans outstanding at
March 31, 1999 and 1998 ranged from 0.575% to 19.0% and from
1.2% to 20.0%, respectively.

Long-term debt at March 31, 1999 and 1998 was as follows:

Thousands of

Millions of yen U.S. dollars
1999 1998 1999
1.4% unsecured convertible
bonds due 1999 ...........cccveeurens ¥ —  ¥20,431 $ -
1.5% unsecured convertible
bonds due 2005 ..........cccveeneee. 11,483 11,483 94,901
0.35% unsecured convertible
bonds due 2002 ...........cceeeeeennn. 19,999 19,999 165,281
0.55% unsecured convertible
bonds due 2005 ............ccoeeeneee. 20,000 20,000 165,289
4.3% Eurobonds due 2000.......... 9,765 10,700 80,702
1.375% unsecured
bonds due 2007 ........ccccevveeeenn. 5,000 — 41,322
1.75% unsecured
bonds due 2003............cceecene. 5,000 — 41,322
2.15% unsecured
bonds due 2005............ceeeneee. 10,000 — 82,645
1.30% guaranteed
notes due 2001 ........ccoeevvvveeennn. 5,180 — 42,810
1.61% guaranteed
notes due 2002...........cccvveenen. 4,914 = 40,612
Loans, primarily from banks
with interest principally at 1.44%
t0 8.95%
Secured........ 379 561 3,132
Unsecured ... . 12,494 7,503 103,256
(©]101= R 545 649 4,505
104,759 91,326 865,777
Less current portion............cceee.e. 15,733 20,431 130,025
¥ 89,026 ¥70,895 $735,752

The 1.5% unsecured convertible bonds are redeemable prior to their
stated maturity, in whole or in part, at the option of the Company at
prices ranging from 107% to 100% of the principal amount, respec-
tively. The price at which shares of common stock shall be issued upon
conversion is ¥2,867 ($23.69) per share, subject to adjustment under
certain circumstance. The 0.35% and 0.55% unsecured convertible
bonds are redeemable prior to their stated maturity, in whole or in part,
at the option of the Company at prices ranging from 102% to 100%
and 103% to 100% of the principal amount, respectively. For both is-
sues, the price at which shares of common stock shall be issued upon
conversion is ¥1,487 ($12.29) per share, subject to adjustment under
certain circumstance.
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The aggregate annual maturities of long-term debt at March 31,
1999 were as follows:

Thousands of

Year ending March 31 Millions of yen U.S. dollars
200 (A ——— ¥ 15,733 $130,025
2001 .... 26 215
2002 ..oiiiie e 10,5685 87,479
2008 .. 24,939 206,108
8,920 73,719

Thereafter....oooooovvvieeiiiiiiie 44 556 368,231
¥104,759 $865,777

9. PLEDGED ASSETS

The following assets were pledged as collateral for long-term debt and
accrued expenses at March 31, 1999:

Thousands of

Millions of yen U.S. dollars

INVESTMENTS ..o ¥ 8 $ 66
Machinery and equipment ................... 379 3,132
Finished goods........ccccceviiiiiiiiiienninns 145 1,198
¥532 $4,396

10. CONTINGENT LIABILITIES

The contingent liabilities of the Company and its consolidated sub-
sidiaries at March 31, 1999 were as follows:

Thousands of

Millions of yen U.S. dollars
As endorser of export bills
discounted with banks...............ccec... ¥ 9,574 $ 79,124
As guarantor for loans to
EMPIOYEES.....oviiiiiiiiiiiiiieeiecccs 17,673 145,231
As guarantor for loans to
affiliated companies.......ccccccovvvveeeeenn. 759 6,273
¥27,906 $230,628

11. STOCKHOLDERS’ EQUITY

Under the Commercial Code of Japan (the “Code”), at least 50% of the
issue price of new shares, with a minimum of the par value thereof, is
required to be designated as stated capital. The portion which is to be
designated as stated capital is determined by resolution of the Board of
Directors. Proceeds in excess of the amounts designated as stated
capital are credited to additional paid-in capital.

In accordance with the new disclosure requirements effective from
the year ended March 31, 1999, legal reserve is included in retained
earnings for 1999. Previously it was presented as a separate compo-
nent of the stockholders’ equity. The accompanying consolidated finan-
cial statements for the years ended March 31, 1998 and 1997 have
been reclassified to conform to the 1999 presentation.

The maximum amount that the Company can distribute as divi-
dends is calculated based on the unconsolidated financial statements
of the Company in accordance with the Code.



12. FORWARD FOREIGN EXCHANGE CONTRACTS —
THE COMPANY ONLY

At March 31, 1999, the Company had contracts to sell various foreign
currencies, mainly U.S. dollars. The aggregate contract amount and
fair value of forward foreign exchange contracts equivalent in Japanese
yen at March 31, 1999 were ¥40,852 million and ¥40,081 million,
respectively.

The Company also had contracts to purchase various foreign
currencies, mainly U.S. dollars. The aggregate contract amount and
fair value of forward foreign exchange contracts equivalent in Japanese
yen at March 31, 1999 were ¥23,105 million and ¥22,993 million,
respectively.

The forward contracts on the foreign currency receivables and
payables translated into Japanese yen at the forward exchange rates
on the accompanying financial statements were not included in the
above amounts.

13. LEASE INFORMATION
Finance leases which do not transfer ownership to lessees are not capi-
talized and are accounted for in the same manner as operating leases.

Certain information for such non-capitalized finance leases is as follows.

(1) A summary of assumed amounts of acquisition cost, accumulated
depreciation and net book value at March 31, 1999 is as follows:

Millions of yen
Acquisition Accumulated Net book
cost depreciation value

Buildings and structures .................. ¥ 1,335 ¥ 386 ¥ 949
Vehicles, machinery and
EUIPMENT ..vvieeieiiiiiiee e 6,455 3,293 3,162
Tools, furniture and fixtures .............. 11,395 5,412 5,983
Leasehold rights 234 141 93
SOftWarG......c.oeevvieeeiiiee e 153 73 80

¥19,572 ¥9,305 ¥10,267

Thousands of U.S. dollars

Acquisition Accumulated Net book
cost depreciation value

Buildings and structures .................. $ 11,033 $ 3,190 $ 7,843
Vehicles, machinery and

(1o 1] o] 1 0T=T o | PR 53,347 27,216 26,131

Tools, furniture and fixtures .............. 94,174 44727 49,447

Leasehold rights .........cccccveeiiiiinenne. 1,934 1,165 769

Software .....cccccovveeeiiieecceeecee 1,264 603 661

$161,752 $76,901  $84,851

Assumed amounts of acquisition cost, accumulated depreciation and
net book value at March 31, 1998 were not required to be disclosed.

(2) Future minimum lease payments at March 31, 1999 and 1998 are
as follows:

Thousands of

Millions of yen U.S. dollars

1999 1998 1999
Due within one year ... ¥ 3,802 ¥3,450 $31,421
Due after one year .......ccccceeevvnnnn 6,463 5,493 53,414
¥10,265 ¥8,943 $84,835

(8) Lease payments and assumed depreciation charges for the year
ended March 31, 1999, 1998 and 1997 are as follows:

Thousands of

Millions of yen U.S. dollars
1999 1998 1997 1999
Lease payments ............. ¥3,276 ¥3,352 ¥3,353 $27,074
Assumed depreciation
charges.......ccccvvvcrieennnne. 3,276 = = 27,074

Assumed depreciation charges were not required to be disclosed in
1998 or 1997.

(4) Assumed depreciation charges are computed using the straight-line
method over lease terms assuming no residual value.

14. SUBSEQUENT EVENT
On June 29, 1999, the Company'’s stockholders authorized payment of

a cash dividend to stockholders of record on March 31, 1999 of ¥1.5
($0.01) per share, totaling ¥381 million ($3,152 thousand).

JVC 1999 27



15. SEGMENT INFORMATION

Information by segment for the years ended March 31, 1999, 1998 and 1997 is shown in the tables below.

1) Business segment information is as follows:

Millions of yen

Audiovisual and

information- Eliminations
related Entertainment and Consolidated
business business Total unallocation total
1999:
Sales
EXIEINal SAIES ......vvvvveeieeiccciiiieee e ¥797,682 ¥148,935 ¥946,617 ¥ - ¥946,617
INtErsegmMENt SAIES ......coiuiiiiiiiiiieiie e 55 1,330 1,385 (1,385) -
TOMAI SAIES .ttt 797,737 150,265 948,002 (1,385) 946,617
OpErating EXPENSES ....vveeirviieeiiiieeeiiieeeaiieeesieeeaseeeesseeeaataeeannaeeeanenes 802,298 145,715 948,013 (175) 947,838
Operating INCOME (I0SS) . .vveeuvieiiiieiiie ettt ¥ (4,561) ¥ 4,550 ¥ (11) ¥ (1,210) ¥ (1,221)
Identifiable ASSELS .. .cccciiiiiiiiii i ¥407,814 ¥ 76,738 ¥484,552 ¥103,449 ¥588,001
Depreciation & amortization............vvveeeeeiiiiiiiieee e 26,542 3,622 30,164 349 30,513
Capital EXPENAITUMES ......veeiiriiiiciiie it 25,093 3,444 28,537 278 28,815
1998:
Sales
EXIErNal SAIES ......vvviiiiiceecciii e ¥779,603 ¥136,703 ¥916,306 ¥ — ¥916,306
Intersegment sales ... - 1,968 1,968 (1,968) —
TOAl SAIES ... 779,603 138,671 918,274 (1,968) 916,306
OpErating EXPENSES .....eceiueieeeiiiiieaiiie et e et et e s 774,720 133,111 907,831 (1,541) 906,290
OPErating INCOMIE ...ciuvvieeiiiie ettt e e e e ¥ 4,883 ¥ 5,560 ¥ 10,443 ¥ (427) ¥ 10,016
|dentifiable @SSELS .....vvviiiiiiiieiiie e ¥431,647 ¥ 84,056 ¥515,703 ¥108,347 ¥624,050
Depreciation & amortization. 19,733 3,695 23,428 580 24,008
Capital eXPENAIUMES ... ..eeiivee e 33,637 2,829 36,466 185 36,651
1997:
Sales
EXIEINal SAIES ... .vvvivieiiieiiiiiee e ¥755,576 ¥134,797 ¥890,373 ¥ — ¥890,373
INtErsegmMENt SAIES ......coouiiiiiiiiiiciie e — 2,868 2,368 (2,868) —
Total sales ............ 755,576 137,665 893,241 (2,868) 890,373
Operating expenses 753,895 127,787 881,682 (2,817) 878,865
OpPerating INCOME .....eiiuiiiiiie ittt ¥ 1,681 ¥ 9,878 ¥ 11,559 ¥ (51) ¥ 11,508
Identifiable ASSELS .. ...cciiiiiiiiiiiee e ¥377,693 ¥ 88,374 ¥466,067 ¥137,853 ¥603,920
Depreciation & amortization............ueeeveeiiiiiiiiieee e 15,273 3,940 19,213 799 20,012
Capital eXPENAITUMES ... .veeiiviie et 17,622 5,126 22,748 804 23,552
Thousands of U.S. dollars
Audiovisual and
information- Eliminations
related Entertainment and Consolidated
business business Total unallocation total
1999:
Sales
EXIEINal SAIES ......vvvvieeeeeiceciiiiie e $6,592,413 $1,230,868 $7,823,281 $ - $7,823,281
INtErsegmMENt SAIES .....ccoiuiiiiiiiiiieee e 455 10,991 11,446 (11,446) -
TOMAI SAIES .ttt 6,592,868 1,241,859 7,834,727 (11,446) 7,823,281
Operating expenses ... 6,630,562 1,204,256 7,834,818 (1,446) 7,833,372
Operating INCOME (I0SS) ...ve.veverreieriareiiesieitesere ettt es e e sre e seesseneas $ (37694 $ 37,603 $ (91) $ (10,0000 $ (10,091)
Identifiable assets................ $3,370,364 $ 634,198 $4,004,562 $854,950 $4,859,512
Depreciation & amortization. 219,355 29,934 249,289 2,885 252,174
Capital EXPENAITUIMES ... vveeiiviie et 207,380 28,463 235,843 2,298 238,141
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2) Geographical segment information is as follows:

Millions of yen
Elimination
and Consolidated
Japan Americas Europe Asia Total unallocation total
1999:
Sales
External sales .......... ¥474,911 ¥263,530 ¥156,044 ¥ 52,132 ¥ 946,617 ¥ - ¥946,617
Intersegment sales 246,614 798 146 122,817 370,375 (370,375) -
Total sales......cveeviiiiiiiiiee 721,525 264,328 156,190 174,949 1,316,992 (370,375) 946,617
Operating expenses.................. 718,296 265,448 155,913 175,655 1,315,312 (367,474) 947,838
Operating income (loss) ¥ 3,229 ¥ (1,120) ¥ 277 ¥ (706) ¥ 1,680 ¥ (2,901) ¥ (1,221)
|dentifiable assets ..........cccoee.... ¥378,124 ¥ 93,712 ¥ 64,676 ¥ 59,943 ¥ 596,455 ¥ (8,454) ¥588,001
Millions of yen
Elimination
and Consolidated
Japan Americas Europe Asia Total unallocation total
1998:
Sales
External sales ............ccccouvvee. ¥496,970 ¥228,932 ¥137,625 ¥ 52,779 ¥ 916,306 ¥ = ¥916,306
Intersegment sales ................. 217,691 1,672 73 103,222 322,558 (822,558) —
Total sales......ccvveeiiveiiiiieennn, 714,661 230,504 137,698 156,001 1,238,864 (822,558) 916,306
Operating eXpenses.................. 705,765 231,694 135,660 154,860 1,227,979 (321,689) 906,290
Operating income (/0sS) .... ¥ 8,896 ¥ (1,190) ¥ 2,038 ¥ 1,141 ¥ 10,885 ¥ (869) ¥ 10,016
Identifiable assets .........ccoceviiieennnn. ¥394,610 ¥100,468 ¥ 69,601 ¥ 59,033 ¥ 628,712 ¥ 338 ¥624,050
Millions of yen
Elimination
and Consolidated
Japan Overseas Total unallocation total
1997:
Sales
External sales........cccoceeeeeiennn. ¥516,911 ¥373,462 ¥ 890,373 ¥ — ¥890,373
Intersegment sales... 183,577 91,650 275,227 (275,227) —
Total sales................ 700,488 465,112 1,165,600 (275,227) 890,373
Operating expenses... 690,153 461,893 1,152,046 (273,181) 878,865
Operating inCOMe ......cccvverieennn ¥ 10,335 ¥ 3,219 ¥ 13,554 ¥ (2,046) ¥ 11,508
Identifiable assets...........ccceeeenne ¥362,123 ¥199,058 ¥ 561,181 ¥ 42,739 ¥603,920
Thousands of U.S. dollars
Elimination
and Consolidated
Japan Americas Europe Asia Total unallocation total
1999:
Sales
External sales.........ccccccveeeiiiiiinnnns $3,924,884 $2,177,934 $1,289,620 $ 430,843 $7,823,281 $ - $7,823,281
Intersegment sales............ccc..... 2,038,132 6,595 1,206 1,015,017 3,060,950 (3,060,950) -
Total saleS......covvvveveeeeeiiiiiiiieenn, 5,963,016 2,184,529 1,290,826 1,445,860 10,884,231 (3,060,950) 7,823,281
Operating eXPenses ..........covvveeennes 5,936,330 2,193,785 1,288,537 $1,451,695 10,870,347 (3,036,975) 7,833,372
Operating income (I0SS)................. $ 26,686 $ (9,256) $ 2,289 $ (835 $ 13,884 $ (23,975 $ (10,091)
Identifiable assets.........ccocvvvveennn. $3,124,992 $ 774,479 $ 534,512 $ 495,397 $4,929,380 $ (69,868) $4,859,512
3) Overseas sales information by geographic area is as follows:
Millions of yen
Americas Europe Asia Other area Total
1999
OVEISEAS SAIES ... .uvvviieeeeeieiitiie et cce e e e e st e e e e s a e e e e s e eaaareee s ¥284,099 ¥165,320 ¥112,782 ¥4,350 ¥566,551
Consolidated SaAlES ........cooeeviiiiiiiieee, ¥946,617
Percentage of OVerseas SalES .........ccocveiieiiiiiiiiiiieie e 30.0% 17.5% 11.9% 0.5% 59.9%
1998
OVEISEAS SAIES ....uvieiiiiiee et ettt e e e ¥255,323 ¥145,698 ¥120,925 ¥4,339 ¥526,285
ConSOlAAtEd SAIES .....eeiiiieiiiiiiie e ¥916,306
Percentage of Overseas Sales ..........coovveiiiiiiiiiiiiiciii 27.8% 15.9% 13.2% 0.5% 57.4%
Thousands of U.S. dollars
Americas Europe Asia Other area Total
1999
OVEISEAS SAIES ....vvveeiiiiieeiiiie e iiie et e e e e e e e e et e e e eaa e e anaeeennnes $2,347,926 $1,336,281 $932,083 $35,950 $4,682,240
Consolidated sales................. $7,823,281
Percentage of overseas sales 30.0% 17.5% 11.9% 0.5% 59.9%

Total overseas sales in 1997 were ¥484,394 million.
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Report of Independent Public Accountants

To the Stockholders and the Board of Directors of Victor Company of Japan, Limited:

We have audited the accompanying consolidated balance sheets of Victor Company of Japan, Limited (a Japanese corpora-
tion) and subsidiaries as of March 31, 1999 and 1998 and the related consolidated statements of operations, stockholders’
equity and cash flows for each of the three years in the period ended March 31, 1999, expressed in Japanese yen. Our audits
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.

In our opinion, the consolidated financial statements referred to above present fairly the consolidated financial position of Victor
Company of Japan, Limited and subsidiaries as of March 31, 1999 and 1998 and the consolidated results of their operations
and their cash flows for each of the three years in the period ended March 31, 1999 in conformity with accounting principles
generally accepted in Japan consistently applied during the periods.

Also, in our opinion, the U.S. dollar amounts in the accompanying consolidated financial statements have been translated from
Japanese yen on the basis set forth in Note 1.

Aadix Co.

Tokyo, Japan
June 29, 1999

Statement on Accounting Principles and Auditing Standard

This statement is to remind users that accounting principles and auditing standards and their application in practice may vary
among nations and therefore could affect, possibly materially, the reported financial position and results of operations. The ac-
companying financial statements are prepared based on accounting principles generally accepted in Japan, and the auditing
standards and their application in practice are those generally accepted in Japan. Accordingly, the accompanying financial
statements and the auditors’ report presented above are for users familiar with Japanese accounting principles, auditing stan-
dards and their application in practice.
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Directory

OVERSEAS SUBSIDIARIES AND AFFILIATES

JVC Americas Corporation

US JvC Corp.

JVC Company of America

JVC Professional Products Company

JVC Finance of America

JVC Service & Engineering Company of America
1700 Valley Road, Wayne, New Jersey 07470, U.S.A.
Telephone: 973-315-5000

JVC Laboratory of America

3211 Scott Blvd., Suite 203, Santa Clara,

California 95054, U.S.A.

Telephone: 408-988-4515

JVC America, Inc.

JVC Magnetics America, Co.

#1 JVC Road, Tuscaloosa, Alabama 35405, U.S.A.
Telephone: 205-556-7111

JVC Disc America, Co.

#2 JVC Road, Tuscaloosa, Alabama 35405, U.S.A.
Telephone: 205-556-7111

JVC Industrial America, Inc.

2320 Paseo De Las Americas, Suite 205, San Diego,
California 92173, U.S.A.

Telephone: 619-661-5300

JVC Entertainment, Inc.

2029 Century Park East, Suite 2500, Los Angeles,
California 90067, U.S.A.

Telephone: 310-286-7212

Hughes-JVC Technology Corporation
2310 Camino Vida Roble, Carlsbad, California 92009-1416, U.S.A.
Telephone: 760-929-5300

JVC Canada Inc.
21 Finchdene Square, Scarborough, Ontario M1X 1A7, Canada
Telephone: 416-293-1311

JVC Latin America S.A.

Torre Global Bank, Piso 12, Ave, Nicanor de Obarrio
(Calle 50) Apartado 5313, Zona 5, Panama,
Republic de Panama

Telephone: 263-3977

JVC de Mexico S.A. de C.V.

Av. Insurgentes Sur 670 8-Piso Col. del valle Mexico,
D.F. 03100

Telephone: 5-669-0637

JVC Industrial de Mexico, S.A. de C.\.

Av. Sor Juana Inés De La Cruz #19710,

Parque Industrial La Frontera, Tijuana, B.C. 22515, Mexico
Telephone: 619-671-1111

JVC do Brasil Ltda.

Av. das Nagdes Unidas, 12, 995, 5°A Cj.51,

CEP 04578-000-Brooklin Novo, S&o Paulo-SP, Brasil
Telephone: 011-5505-0939

JVC Europe Ltd.

JVC (U.K\) Ltd.

JVC Forex (U.K.) Ltd.

JVC House, JVC Business Park,

12 Priestley Way, London NW2 7BA, United Kingdom
Telephone: 0181-450-3282

JVC International (Europe) Ltd.

¢/o0 JVC (U.K) Ltd.

JVC House, JVC Business Park,

12 Priestley Way, London NW2 7BA, United Kingdom
Telephone: 0181-208-7592

JVC Professional Products (U.K.) Ltd.
Ullswater House, Kendal Avenue, London W3 OXA,
United Kingdom

Telephone: 0181-896-6000

JVC Manufacturing U.K. Ltd.

2, Glenburn Road, College Milton Industrial Estate,
East Kiloride, G74 5BA, Scotland, United Kingdom
Telephone: 013552-41166

JVC Finance B.V.
Officia 1, De Boelelaan 7, 1083 HJ Amsterdam,
The Netherlands

JVC Deutschland GmbH

Griner Weg 12, (Postfach 100562), 61169 Friedberg/
Hessen, F.R. Germany

Telephone: 06031-9390

JVC Professional Products GmbH

Griner Weg 10, (Postfach 100561), 61169 Friedberg/
Hessen, F.R. Germany

Telephone: 06031-6050

JVC Video Manufacturing Europe GmbH
Quickborner Strasse 78-80, 13439 Berlin, FER. Germany
Telephone: 030-41902353

JVC Technology Center Europe GmbH
Griner Weg 12, 61169 Friedberg/Hessen, F.R. Germany
Telephone: 06031-939-200

JVC France S.A.
1, Avenue Eiffel 78420 Carrieres Sur Seine, France
Telephone: 01-61-04-11-11

JVC Austria GmbH
Slamastrasse 43 A-1230, Wien, Austria
Telephone: 0222-610370

JVC Nederland B.V.
JVC Plein, De Heyderweg 2, 2314 XZ Leiden, The Nederlands
Telephone: 071-5453333

JVC Belgium S.A./N.V.

Rue de la Petite lle 3, Klein-Eilandstraat,
Bruxelles 1070 Brussel, Belgium
Telephone: 02-529-4211
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JVC ltalia S.p.A.

Via Cassanese 224 Palazzo Tiepolo,
20090 Segrate-Milano Oltre, Italy
Telephone: 02-2699161

JVC Professional Products Italia S.p.A.
Via Mario Pannunzio 4, 20156 Milano, Italy
Telephone: 02-38-05-01

JVC Espaiia S.A.

CTRA Gracia Manresa, KM14 750 Edificio Can Castanyer
08190 Sant Cugat del Valles, Barcelona, Spain
Telephone: 93-565-3210

JVC Svenska AB

Veddestavagen 15, S-175 62 Jarfalla,
Stockholm, Sweden

Telephone: 08-7950400

JVC Norge A/S
P.O. Box 2012, Postterminalen 3103 Tonsberg, Norway
Telephone: 333-61600

JVC Danmark A/S
Helgeshoj Allé 30 DK-2630 Tastrup, Denmark
Telephone: 43-509000

JVC Czech spol. sr. o.

Komercni zoNA Cestlice Obchodni ul. 107
Praha-Vychod 25170 Czech Rep.
Telephone: 2-6775-1107

JVC Polska Sp. zo. o.
01-217 Warzawa, ul Kolejowa 15/7, Polska
Telephone: 022-632-1101

JVC ASIA Pte. Ltd.

JVC Asia Pte. Ltd. Sales & Services Division
101 Thomson Road, #28-03 United Square,
Singapore 307591, Republic of Singapore
Telephone: 255-8728

JVC Procurement Asia

71, Ayer Rajah Crescent, #02-05 Singapore 139951
Telephone: 775-0292

JVC Asia Logistics Centre

81, Tuas South Avenue 1, Singapore 637783
Telephone: 863-2234

JVC Electronics Singapore Pte. Ltd.

79, Ayer Rajah Industrial Estate, Singapore 0513,
Republic of Singapore

Telephone: 776-4711

JVC Sales & Services (Malaysia) Sdn. Bhd.

5, Jalan U1/28, Seksyen U1, Hicom Glenmarie
Industrial Park, 40150 Shah Alam, Selangor, Malaysia
Telephone: 03-703-3222

JVC Electronics Malaysia Sdn. Bhd.

Lot No. 1, Persiaran Jubli Perak, Seksyen 22,
40000 Shah Alam, Selangor Darul Ehsan, Malaysia
Telephone: 03-541-3377
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Philips and JVC Video Malaysia Sdn. Bhd.

Lot No. 3, Persiaran Jubli Perak, Jalan 22/1,

Seksyen 22, 40000 Shah Alam, Selangor Darul Ehsan,
Malaysia

Telephone: 03-541-6688

JVC (Philippines), Inc.

Jannov Plaza, 2295 Pasong Tamo Extension,
Makati City 1200, Metro-Manila, Philippines
Telephone: 2-893-9847

JVC Vietnam Ltd.

6 Pham Van Hai Street, Tai Binh District,
Ho Chi Minh City, Vietham

Telephone: 08-844-8702

JVC Nova Magnetics Limited

12th Floor, Amba Deep, 14, Kasturba Gandhi Maro,
New Delhi-110 001, India

Telephone: 011-3327890

JVC Gulf Fze

Lob 7, Jebel Ali Free Zone, P.O. Box 61161,
Jebel Ali, Dubai, U.A.E.

Telephone: 04-817670

JVC Manufacturing (Thailand) Co., Ltd.
Navanakorn Industrial Estate, Zone 3, 107 Moo 18,
Tambol Klong 1, Amphur Klong Luang,
Pathumthani 12120, Thailand

Telephone: 02-529-2105

JVC Sales & Service (Thailand) Co., Ltd.
10th Floor, Sino-Thai Tower, 32/31 Asoke Road,
Sukhumvit 21, Bangkok 10110, Thailand
Telephone: 02-260-1249

JVC Electronics (Thailand) Co., Ltd.

67/21 Moo 12 Phahonyotin Road, Khlong 1 Subdistrict,
Khlong Luang District, Pathumthani 12120, Thailand
Telephone: 02-529-3112

JVC Components (Thailand) Co., Ltd.
Suranaree Industrial Zone 555, Moo 6,
Tambol Nongbuasala Amphur Muang,
Nakhorratchasima-province 30000, Thailand
Telephone: 044-212-905

P.T. JVC Electronics Indonesia

JL. Surya Lestari, KAV 1-16B, Kota Industri Suryacipta
Teluk Jambe, Karawang 41361 Jawa Barat, Indonesia
Telephone: 267-440-520

JVC Taiwan Corp.

5F. No. 101, Fu Hsin N. Rd. Taipei,
Taiwan, R.O.C.

Telephone: 02-2715-4217

Kuang Yuan Co., Ltd.

5th Fl., No. 174, SEC, 2 Min-Seng Road, Taipei,
Taiwan, R.O.C.

Telephone: 02-501-4122



JVC (China) Investment Co., Ltd.

No. 316 Beijing Kelun Building, 12A Guanghua Lu,
Chao Yang District, Beijing, 100020, China
Telephone: 010-6593-3031

JVC Shanghai Electronics Co., Ltd.

68 Ri-Jing Road, Wai Gaogiao Free Trade Zone,
PuDong, New Area, Shanghai, 200135, China
Telephone: 021-5867-1908

JVC Trading (Shanghai) Co., Ltd.

No. 18, Aona Road, Wai Gaogjiao Free Trade Zone,
PuDong, New Area, Shanghai, China

Telephone: 021-5866-0124

JVC Beijing Electronic Industries Co., Ltd.

No. 26 Tianzhu Road. Tianzhu Airport Industrial Zone,
Beijing, 101312, China

Telephone: 010-6457-5058

JVC Guangzhou Electronics Co., Ltd.
Press Center Bldg. 4F, Guangzhou,
Semiconductor Devices Factory Shicha Road,
Shijing, Guangzhou,

510430, China

Telephone: 020-8641-2094

JVC Wuhan Electronic Industries Co., Ltd.
126, Zhong Bei Road, Wuchang Wuhan, 430077, China
Telephone: 027-8678-3364

JVC Fuijian Electronics Co., Ltd.

Gongbei Road, Yanshen District,

Kuaian Economic Technology Development Zone,
Fuzhou City, Fujian, China

Telephone: 0591-3971031

JVC Shanghai System Development Engineering Co., Ltd.

7F, Gaifu-Dalou, 420, Xijiangwan-Lu, Shanghai 200083, China
Telephone: 021-5666-7261

JVC Purchasing Center (H.K.) Ltd.
Room 13012, 13/F, Asia Terminals Centre 8,
Berth 3, Kwai Chung Container Terminal,
Kwai Chung, N.T., Hong Kong

Telephone: 2612-0363

LIAISON OFFICES

JVC Latin America Liaison Office

Torre Global Bank, Piso 12, Ave, Nicanor de Obarrio
(Calle 50) Apartado 4723, Zona 5, Panama,
Republica de Panama

Telephone: 263-9894

JVC Moscow Representative Office

Parus Business Centre Room 11, (8th Floor) 23 1st
Tverskaya-Yamskaya Str. Moscow,

125047 Russia

Telephone: 501-252-7978

JVC Hungarian Information & Service Office
1138 Budapest Vaci ut 110,

International Trade Center D-101, Hungary
Telephone: 01-267-1855

JVC Legal Liaison Office (Europe)
¢/0 JVC Belgium S.A/N.V.

Rue de la Petite lle 3, Klein-Eilandstraat,
Bruxelles 1070 Brussel, Belgium
Telephone: 02-520-9723

JVC Shanghai Liaison Office/

Development Center in Shanghai

Room No. 306, Kuenyang International Business Plaza,

798 Zhao Jia Bang Lu, Xu Hui District, Shanghai, 200030, China

JVC Guangzhou Liaison Office

Room No. 1113~15/F

South Tower Guangzhou World Trade Centre,

Complex No. 371-375, Huan Shi Dong Road Guangzhou,
510095, China

Telephone: 020-8775-4348

TECHNICAL CENTRES

European Service Support Centre
European Parts Centre

JVC Business Park, 14 Priestley Way,
London NW2 7BA,

United Kingdom

Telephone: 0181-452-1829

JVC Tong Guang Beijing Technical Centre

Tong Guang Mansion, No. 12, Nong Zhan Guan Nan Lu,
Beijing, 100026, China

Telephone: 010-6538-9590

FACTORIES

Domestic Plants

Yokohama, Yamato, Maebashi, Iwai, Mito, Hachioji,
Koriyama, Okurayama, Isesaki, Fujieda, Yokosuka, Rinkan,
Tsurugamine, Utsunomiya

Overseas Manufacturing Facilities

JVC Magnetics America, Co. (Division of JVC America, Inc.)
JVC Disc America, Co. (Division of JVC America, Inc.)
Hughes-JVC Technology Corporation
JVC Industrial de Mexico, S.A. de C.V.
JVC Manufacturing U.K. Ltd.

JVC Video Manufacturing Europe GmbH
J2T Video (Tonnerre) S.A.

JVC Electronics Singapore Pte. Ltd.

JVC Electronics Malaysia Sdn. Bhd.
Philips and JVC Video Malaysia Sdn. Bhd.
JVC Manufacturing (Thailand) Co., Ltd.
JVC Electronics (Thailand) Co., Ltd.

JVC Components (Thailand) Co., Ltd.

P.T. JVC Electronics Indonesia

Kuang Yuan Co., Ltd.

JVC Shanghai Electronics Co., Ltd.

JVC Beijing Electronic Industries Co., Ltd.
JVC Guangzhou Electronics Co., Ltd.

JVC Wuhan Electronic Industries Co., Ltd.
JVC Fujian Electronics Co., Ltd.

(As of July 1999)
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Directors and Corporate Auditors

Takeo Shuzui
President

Hirotada Sasaki
Senior Managing Director

Hideki Gomi
Managing Director

(£

Akira Ochida
Managing Director

Masato Yamauchi
Managing Director

34 JVC 1999

Hiroki Shimizu

Senior Managing Director

Yasushi Ebi
Managing Director

Takao Aida
Managing Director

President
Takeo Shuzui*

Senior Managing Directors

Hirotada Sasaki*
Technology, Multimedia Business Development;
President, HITS Laboratories, Inc.

Hiroki Shimizu*
General Manager, AV & Multimedia Business,
International Business (Consumer, Administration), VHS Standard Center

Managing Directors
Hideki Gomi*

Professional Products & Systems, Optical Communication Products,
Public Relations, World Cup Business Promotion;
General Manager, International Professional Systems Marketing Division

Yasushi Ebi*
Consumer Marketing, Professional Products & Systems Marketing;
General Manager, Market Creation Division

Akira Ochida*
General Manager, Corporate Management Divisions for America;
President, JVC Americas Corp.

Takao Aida*
Corporate Accounting & Finance, General Affairs and Information Systems;
Management Administration

Masato Yamauchi*
Personnel, Legal, Customer Satisfaction, Logistics;
General Manager, Personnel and General Affairs Division

Part-time Director
Hideo Aiso

President, Tokyo Institute of Technology;
Guest Professor, Graduate School at Keio University

Directors

Yasuo Omori
Corporate Planning, Business Affairs, Intellectual Property;
Design Center and ILA Devices Business Center

Hajime Takashima

General Manager, Component and Device Sector, Parts Development Center,
Environmental Administration Divisions;

Component & Device Marketing Division and Production Engineering Division

Shuiji Kurita
General Manager, Professional Products and Systems Marketing Division;
World Cup Business Promotion

Motoo Nishimura
Media and Software Business; President, Victor Entertainment, Inc.

Fusao Kishi
General Manager, TV Division of AV & Multimedia Sector

Itaru Ozaki
Asia, the Middle East and China; General Manager,
Corporate Management Division for China, JVC Beijing Liaison Office

Noritsugu Enami
General Manager, International Sales Division of AV & Multimedia Sector

Masatoshi Hirabayashi

General Manager, Audio Division, Information & Communication Business Department of
AV & Multimedia Sector

Corporate Auditors (Full-time)

Nobukazu Kaneko

Masani Hoshino

Corporate Auditors
Tetsuya Kawakami
Makoto Matsuo

*Representative Director

(As of July 1999)



Corporate Data

JvC
Victor Company of Japan, Limited

Head Office:

12, Moriya-cho 3-chome, Kanagawa-ku,
Yokohama, Kanagawa 221-8528, Japan
Telephone: 045-450-2837

(Corporate Accounting & Finance Division)
Cable Address: VICTOREXPORT TOKYO
Telex: VICTOR A J26222

Facsimile: 045-450-1574
http://www.jvc-victor.co.jp/

Date of Establishment:
September 13, 1927

Number of Employees:
32,972*

Paid-in Capital:
¥34,115 million

Number of Shares of Common Stock Issued:
254,230,058 shares

Number of Stockholders:
19,723*

Stock Exchange Listings:
Tokyo Stock Exchange
Osaka Securities Exchange

Transfer Agent and Registrar:
The Chuo Trust and Banking Co., Ltd.

Annual Meeting of Stockholders:

An ordinary annual meeting of stockholders shall be convened within
three months after the day immediately following the day on which
the accounts are closed.

Auditor:
Asahi & Co., A Member Firm of Andersen Worldwide SC.

Principal Consolidated Subsidiaries:

Domestic

Victor Entertainment, Inc.
Victor Media Products, Inc.
Victor Interactive Software, Inc.
Victor Leisure System Co., Ltd.
JVC Advanced Media Co., Ltd.
Victor Arcs Co., Ltd.

Sanin Victor Sales Co., Ltd.
Okinawa Victor Sales Co., Ltd.
Victor Service & Engineering Co., Ltd.
Victor Data Systems Co., Ltd.
Victor Real Estate Co., Ltd.
Victor Finance Co., Ltd.

Victor Logistics, Inc.

Overseas

JVC Americas Corp.

US JVC Corp.

JVC Canada Inc.

JVC Europe Ltd.

JVC (U.K) Ltd.

JVC Deutschland GmbH

JVC France S.A.

JVC Nederland B.V.

JVC Belgium S.A./N.V.

JVC ltalia S.p.A.

JVC Espana S.A.

JVC Asia Pte. Ltd.

JVC America, Inc.

JVC Manufacturing U.K. Ltd.

JVC Video Manufacturing Europe GmbH
JVC Electronics Singapore Pte. Ltd.
JVC Electronics Malaysia Sdn. Bhd.
JVC Manufacturing (Thailand) Co., Ltd.
JVC Components (Thailand) Co., Ltd.
JVC Finance B.V.

JVC Entertainment, Inc.

JVC (China) Investment Co., Ltd.

Note: JVC'’s fiscal 1999 consolidated financial statements
comprise the accounts of 22 domestic and 50 overseas
companies, including these principal subsidiaries

(As of July 1999)

*As of March 1999
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VICTOR COMPANY OF JAPAN, LIMITED




